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INTRODUCTION 

I, the Chairman, Commit.ee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf, 
present this Fortieth Report on Action Taken by Government on the 
r~ommendations contained in the Seventy-Fifth Report of Committee 
on Public Undertakings (5th Lok S'abha) on National Coal Develop-
ment Corporation Limited. 

2. The Seventy-Fifth Report of the Committee on Public Under-
takings (1975-76) was presented to Lok Sabha on the 7th January, 
1976. Replies to all the 68 recommendations contained in the Report 
were furnished by the Ministry in batches by 19th February, 1977. 
Further informafon was called for in respect of 19 recommendations 
on 31st January, 1977 and the same was furnished by the Ministry 
by 29th July, 1977. Upto-date position in regard to ten recommenda-
tions was given by the Ministry by 18th February, 19'78 and revised 
replies in respect of 5 recommendations were furnished on 22nd Dec-
ember, 1978. 

3. A statement showing the comments of Audit on Government 
replies to the Report of the Committee and action taken thereon 
(Appendix XVIII) was furnished by the Ministry on 29th December, 
1978. 

4. The replies 0'£ the Government were considered by the Action 
Taken Sub-Committee of the Committee on Public Undertakings on 
28th March, 1979. The Report was finally adopted by the Committee 
on Public Undertakings on 31st March, 1979. 

5. An analysis of the Action Taken by Government on the recom-
mendations contained in the Seventy-Fifth Report of the Committee 
on Public Undertakings (1975-76) is given in Chapter I. 

March 31, 1979. 
Chait,ra 10, 1901 (S). 

JYOTIRMOY BOSU, 
Chiarmanl 

Committee on Public Undertakings. 
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CHAPTER I 

REPORT 

The Report of the Committee deals with the action taken by Gov-
ernment on the recommendations contained in the Seventy-4lftb 
Report (Fifth Lok S'abha) of the Committee on Public Undertakings 
on National Coal Development Corporation which was presented to 
Lok Sabha on 7 January. 1976. 

Action Taken notes have been received from Government in res-
pect of all the 68 recommendations contained in the Report. These 
have been categorised as follows:-

(i) Recommendations/observations that have been accepted by 
Government: 

Serial Nos. 1 to 6, 8, 9, 12, 13, 16, 21 to 26, 32 to 40, 44, 47 to 
53, 56, 57, 62 to 64, 66 and 68. 

(ii) Recommendations/observations which the Committee do 
not desire to pursue in view of Government's replies: 

Serial Nos. 7, 10, 11, 14, 15, 17, 18, 19, 27, 29, ~~O. 31, 41, 42; 
43, 45, 46, 55, 60, 61 and 67. 

(iii) Recommendationslobservations in respect of which Gov-
ernment's replies have not been accepted by the Commit-
tee: 

Serial Nos. 20, 28, 54, 58, 59 and 65. 

The Committee will now deal with the action taken by Govern-
ment on some of their recommendations. 
A. Sudamdih Project-Supply of Plant and Equipment by MAMC 

Reconunendation at Serial No. 12, (Paragraph 3.73 to 3.79) 

The Committee regretted the inordinate delay in the development 
of the Sudamdih Project. The Project which was to achieve full 
production in 1971-72 as per original Project Report was expected to 
achieve the same in 1978-79. Disturbed geological conditions, lack 
of organisation experience in the construction of such a mine, delay 
in supply of equipment by MAMC and shortage of iron and steel had 
been cited as the main reasons for delay in the development of the 
Project. 
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The Committee were surprised to find that there were items of 
essential plant and machinery which should have been supplied to 
NCDC by the Mining and Allied Machinery Corporation as early as 
1967 and 1968 but had no't been supplied by them till the date of pre-
sentation of the Report. The Corporation suffered a loss of Rs. 104.48 
lakhs on account of delay in the supply of equipments in so far as 
Sudamdih Project is concerned. 

The Committee recommended that the Ministry of Heavy Industry 
should thoroughly investigate all cases of delay O'il the part of MAMC 
in supplying essential items of plant and equipment to NCDC in order 
to fix responsibi,1ity for the lapses and take suitable remedial mea-
sures to avoid such costly delays in future. They also recommended 
that the question of compensation claimed by NCDC on account of 
such delays should be settled expeditiously. 

In reply to the above recommendations, the Ministry inter alia 
stated as follows:-

"As suggested by the Committee the Department of Heavy 
Industry is investigating the cases of delays on the part of 
MAMC in supplying essential items of plant and equip-
ment to NCDC. 

• • • • • 
With a view to sort out the differences on factual matters ex-

pressed by the MAMC & NCDC, representatives of both 
the organisations have been asked to send jointly agreed 
comments for submission to the Committee o'n Public 
Undertakings, " 

The Committee are highly displeased at the unduly long time 
tnken by the Ministry to finalise the matter with a view to fixing 
responsibility for the delays in supply of plant and machinery by 
MAMC to NCDC and taking remedial measures to avoid such 
costly delays in future, The Committee recommend that the matter 
should be pursued vigorously by the Ministry and result or the inves-
tigation intimated to the Committee without further delay, 

The Committee also reiterate that all other cases of delays in 
the supply of essential items of plant and equipment to NCDC 
should be investigated and action taken in the light of investigations 
of all cases of delay brought to Committee's notice. 
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B. Sudamdih Project-Profitability 

Recommendation at Serial No. 13 (Paragraphs 3.85 and 3.88) 

The Committee noted that as against the original estimate of 
Rs. 17.57 crores the Sudamdih Project was expected to cost Rs. 37.93 
crores out of which an expenditure of Rs. 33.83 crores had already 
been i'ncurred upto the end of 1973-74. Out of the excess of Rs. 20 
crores about Rs. 9 crores was on account of increase in interest, head-
quarters charges and salaries and wages, higher interest due to rise 
in capital cost and inte'l'est rate. The expenditure was due to delay 
in the completion of the Project. 

The Committee expressed their unhappiness that the Management 
had not been able to correctly assess the profitability of the project 
but were mostly dependent on the high prices. The Committee. there-
for~, recommended that Government/Corporation should re-examine 
critical,ly the profitability of the project, analyse the reasons for the 
loss and take suitable remedial action to reduce gestation period. 
improve production and effect economies in overheads so that the 
project might be in a position to break even soon. 

In reply to this recommendation the Ministry inter-alia stated 
that the Sudamdih Project had come across extensive geological 
problems. As a result of geological disturbances and also as a result 
of MAMC failing to keep their commitment, in spite of constant pur-
suance by the Company, considerable slippages continued to take 
place in the project. 

It was further stated that an E.xpert Committee headed by the 
Regional Director, CMPDI, had been appointed to examine this pro-
ject in depth. This Committee was looking into the details of the 
project with a view to re-examining the critical profitability of the 
project by analysing the reasons for the loss. It was intended to take 
remedial action to reduce the gestation period, improve production 
and effect economies in overheads, so that the project might be in a 
position to break even soon. 

It has been mentioned earlier that on account of delay in comple-
tion of the Sudamdih Project the estimated outlay on the project 
had risen by about Rs. 9 crores. The Committee desired to know as 
to what extent this expenditure could have been avoiciecl by taking 
timely action for the procurement of iron and steel material. timely 
supply of equipment by MAMC, setting up of proper organisation 
with the help of Polish collaboration etc. 
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In reply the Ministry of Energy have stated as follows:-

"In addition to these three factors, considerable delay in the 
development of the project had occurred due to the adverse 
geological conditions encountered duri'ng the development 
work. It has been found very difficult to work out the finan-
cial impact due to each of those factors. However, rough 
assessment has been made by BCCL that if iron and s,eel 
material had been available in time there would have been . 
a saving of about Rs. 2.46 crores. Similarly, if the eqUip-

ment such as main fans, underground battery locomotives 
and sand gathering plant had been supplied by MAMC in 
time. A further saving of Rs. 1.23 crores would have been 
possible. It is not possible to assess the exten~ of an addi-
tlonal expenditure on account of the adverse geological 
conditions or the saving if a proper organisation with the 
help of Polish Collaboration had been set up. In this con-
nection, it would be appreciated that the factors mentioned 
above were completely beyond the control of the company, 
as there was an overall shortage of steel material in the 
country at that time and MAMC had their own difficulties 
in adhering to the agreed time sched·ule. 

A revised project report is under preparation bv CMPDI 
in which measures to improve the production and pace of 
development and to effect economies in over-heads will be 
covered." 

The Committee find that the estimated outlay on the Sudamdih 
Project has risen by about Rs. 9 crores on account of delay in com-
pletion of the project, out of which Rs. 2.46 ,crores is stated to be due 
to delay in the supply of iron and steel material and &s. 1.23 crores 
due to delay in the supply of mining equipment by M.A.M.C. The 
Committee further note that an Expert Committee headed by the 
Regional Director, C.M.P.D.I. had been appointed to examine this 
Project in depth and a revised Project Report was under preparation. 
The Committee hope that the Undertaking would learn a lesson from 
the past experience and take all possible steps to see that the Project 
is not further delayed with consequential increase in the outlay. 

C. Silewa'ra Project 
Recommendation at Serial No. 20 (Paragraphs 3.139 to 3.1(2) 

The Committee noted that though the SHewara Project was 
taken up in March, 1964, the Project Report was approved by the 
Board after over a year and by Government after 6 years. 
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The Committee also found that as a result of delay in the com-
pletion of the Silewara Project, revenue expenditure to the extent 
0If Rs. 2.72 crores was temporarily capitalised during 1967-68 to 
1973-74. The total amount of capital invested up~ 19173-74 was 
Rs. 4 97 crores as against the revised project estimates of Rs. 2.20 
crores approved in April, 1970. Due to shortfall in production from 
this colliery, coal had to be supplied to the Maharashtra State Elec-
tricity Board as per agreement from the Umrer Colliery at an extra 
transportation charge of Rs. 4.29 lakhs. 

The Committee recommended that the reasons for delay in the 
development of the colliery and shortfall in production should be 
iuvestigated in order to find out the extent to which this loss could 
have been avoided with proper planning and foresight. 

In reply to the above recommendation, the Ministry have inter-
alia stated as follows:-

"Silewara project is situated in the Nagpur District of Maha-
rashtra. A Project Report for Silewara pilot mine was 
prepared in March, 1963, based upon the geological data 
available from the drilling operations carried out by the 
Indian Bureau of Mines upto that time. The main pur-
pose of starting the pilot mine was to collect the repre-
sentative technical data regarding the roof and floor con-
ditions, the most suitable form of support and the make 
of water in the seams. 

Subsequently, more data based on the drilling operations 
carried out by the NCDC ~came available. A demand 
for 0.4 million tonnes of coal per annum for the Khaper-
khenda thermal power station of Maharashtra State 
Electricity Board located in the vicinity of the Silewara 
project was also received. A project report was, there-
fore, prepared merging the pilot mine, for a mine with 
a production target of 0.45 million tonnes per annum 
utilising the data gathered in the course of the pilot mine 
operations and other investigations. 

The Board could not take a decision on the project until the 
pilot mine was developed and sufficient data became 
available to prepare the preliminary project report. 

The preliminary project report for Government's sanction was 
received in September, 196ft. This was examined in great 
de:ail in the Ministry, in consultation with the Ministry 
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of Finance and NCDC. Clarifications were sought from the 
NCDC from time to time. 

After a series of discussions with Ministry of Finance, it was 
decided in October, 1968 that a detailed project Report. in 
accordance with the revised instructions issued by the 
Ministry of Finance in August, 1967 should be got prepar-
ed. The Draft Project Report was received from the 
NCDC on 19-3-1969. This was again referred to the Mini-
stry of Finance and a social detailed examination was 
undertaken, particularly with regard to the economics of 
the project. The financial concurrence was ultimately 
obtained on 3-4-1970 and Government's sanction was issued 
on 7-4-1970. In the mean-time, with the concurrence of 
the Ministry of Finance, necessary funds were being allo-
cated for the Silewara project from year to year in the 
Annual Plan and capital Budget, SO that the development 
of the project did not suffer for want of formal sanction. 

The geological and working conditions in Silewara Project are 
extremely difficult and the time taken for its completion 
cannot be considered excessive in the light of actual work-
ing conditions enumerated above. The want of formal 
sanction was not responsible for the long gestation period, 
which was entirely due to the difficult mining conditions. 

Silewara Project is one of the most difficult mines as far as 
mining conditions ate concerned. Abnormal sub-soil strata 
with running sand saturated water, weak roof, steep incli-
nation of mine (1 to 4.5) and geological disturbances re-
sulted in the delay in starting and maintaining satisfactory 
Progress of the incline." 

• • • • 
When the fault at the Sector-C was met, it was found practi-

cally impossible to cross the fault with the normal method 
of working. The Company compelled to try different 
methods one after another. These faults could be crossed 
successfully only during 1975. It is expected that this 
project will reach its rated capacity by 1979. Due to the 
difficulties enumera<ed above, the project could not be 
brought under Revenue Account until 1-4-1975, though the 
project was commenced in 1964. The losses incurred dur-
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ing the period of its development had to be capitalised 
under the circumstances explained above." 

l.'he Committee note that while the preliminary Project Report 
regarding the Sill~wara Project was re·ceived by the l\finj~try in 
September, 1965, it was only in October, 1968 i.e. after a lapse of 
ahout 3 years that a decision was taken that a detailed Project Re-
port should he got prepared. Th,,:,y further note that although the 
Draft Pr.>ject Report was received from NCDC in March, 1969, Gov-
ernment sanciion to the Project was issued only in April, 1970 i.e. 
afier a per od of about one year. The Committee find that Govern-
ment have hken too long a time in first takinfot a decision about the 
preparation of the project Report and then according the neceSSllr)" 
approval. 

Th,e Committee need hardly point out that delay in the develop-
ment of projects not only results in an upward revision of estimates 
but also plI'itponement of benefits. They would, therefore. like to 
stress that Government should avoid such delays in future and ensure 
speedy development of the projects. In this case the responsibility 
should be fixed and action taken be intimated to the Committee 
within :~ m~nths. 

D. Supply of Coal to Satpura Power House 
Recommendation at Serial No. 28 (Paragraphs 4.54 to 4.57) 

The Committee found that the Patherkhera Colliery was deve-
loped to meet the requirement of Satpura Power House of the 
Madhya Pradesh E1ectricity Board. As the Power Station was not 
operating according to its rated capacity, its demand was met in full 
upto April, 1969. Wit!) the operation of more generatin15 sets from 
1969-70, there was a gap between the requirement of coal to be sup-
plied to the power station and the coal actually supplied, with the 
result that short supply of ooal since May, 1969 resulted in non-
operation of the power station to its full cap9.city. The actual pro-
duction in the colliery was far short of the requirement of the power 
station. In the absence of a firm decision on the requirements ot 
coal from year to year at the initial stage and in the absence of the 
agreement, the development of the mine had to be suspended and 
when the demand increased the colliery was not in a position to meet 
the full requirements in view of the slowing down of the pace of 
development. 

The Committee were concerned to note that large amounts of 
public funds were invested on the setting up of the Satpura Power 
Station, but the Power Station was unable to operate to its full capa-
dty for certain periods, when there was so much demand of power 
an around, due to short supply of coal to the Power Station by NCDC 
mines. What had pained the Committee more was that this happen· 
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ed due to lack of coordination and understanding between two pub-
lic sector units and caused loss of production of power which was SO 

badly needed at that time. The Committee felt that since a large 
number of collieries were linked with specific steel plants, power 
houses, railways etc. all of which were in public sector and since 
differences were not unnatuul when they dealt with one another at 
commercial plane, there was a strong need for a broad based machine-
ry which could take a rational and overall view of problems that 
might arise between the coal producing and coal consuming agencies, 
They recommended that the Government might consider setting up 
a standing machinery which should command the confidence of CMA I 
NCDC and the coal consuming units for sorting out the problems and 
difficulties faced by them in dealing with one another, as and when 
such difficulties might arise, so that production in essential fields like 
coal, steel, power etc. was not held up on this account. 

In reply to the above recommendation, the Ministry have inter 
alia stated as follows:-

"The other operative part of the Committee's recommendation 
is to set up a standing machinery which should command 
the confidence of the coal companies and the coal consum-
ing units for sorting out the problems and difficulties faced 
by them 'in dealing with one another. In this connection, 
it may be stated that a similar recommendation was made 
by the Public Accounts Committee in their 154th Report 
(1974-75) in which the Committee had desired that the 
existing instructions for settlement of dispL :es 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. In pursuance of this recommen-
dations, the Cabinet Secretariat after reviewing the earlier 
instructions regarding the settlement of disputes between 
Government Departments and public Enterprises and after 
obtaining the orders of the Cabinet have issued revised 
directions (Annexure to reply to Recommendation No. 28-
Chapter IV) which cover various aspects of the difficulties 
that would be faced by Public Undertakings in dealing 
with one another." 

The Committee feel that the direction!'! issued by the Cabinet 
Secretariat in reglrd to the settlement of disputes between one Gov-
ernment Department and a public enterprise and between one 
public enterprise and another are of a general nature in all much as 
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.' they merely provide that "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 through arbitration and recourse to litigation 
· should be avoided." This procedure may not serve the purpose 
which the Committee have in view. 

The Committee would therefore like to reiterate their earlier re-
"commendation that Government may consider setting up a standing 
machinery which should command the confidence of coal producing' 

· and coal consuming agencies for sorting out the probJ.ems and diffi-
culties faced by them in dealing with one another, as and when such 

· difficulties arise, so.. that production in essential' fields like coal, steel, 
power etc. is not held up on this account. The working of the stand. 
ing machinery should be reviewed in the light of experience period i-

· cally and necessary improvements in its constitution and procedure 
· made to make it more effective to achieve the desired results. This 
.\Should be reflected in the Ministry's Administrative Report. 

·E. Idle Machines in Korba Workshop 

Recommendation at Serial No. 54 (Paragraphs 8.35 & 8.36) 

The Committee noted with regret that some valuable machines 
'which were purchased and installed in 1967 in the Korba Workshop 
remained idle for several years for want of certain equipment. tools 

'and spare parts. Overhead crane (5 tonnes) purchased from USSR 
at a cost of Rs. 2.52 lakhs had not been commissioned as one of the 

· missing assemblies could not be provided and as its gearbox was lost 
· in transit. The Committee recommended that the circumstancea 
leading to the loss of gear box of overhead crane in transit should 
be thoroughly investigated in order to fix responsibility. 

In reply to the above recommendation the Ministry inter alia stat-
·ed "the Korba Workshop was set up to cater to the needs of Mines 
and Washery in the Korba Area. The Washery did not come up as 

· anticipated and the load for certain types of special purpose machines 
like. Boraching Machines and Honing Machine, was not generated 

· to full capacity. 'Coal India Limited is, therefore, trying to diversify 
the activities so as to fully utilise these machines. As such, there 
has been practically no loss in production during previous period." 

In regard to the loss of the gear box in transit the Ministry stated 
the gear box shipped with other consignments from USSR appears 
to have been landed in India along with other consignments but the 

· dock authorities did not make the delivery. The Company has been 
. asked to investigate why a claim was not preferred on the dock autho-
· rities. The Company had deputed officers to visit the transport cell 
,4825 LS-2. 
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of Calcutta, but they were not able to locate any record relating to· 
the period when the gear box was lost in transit. Foreign shipments 
during that period were being looked after by clearing agent and' 
hence it appears that it might not be possible to locate any of the-
records relating the shipment in question." 

The Committee are surprised to note that although the gearbox: 
of the overhead crane from USSR is stated to have been landed in 
India olongwith other consignments, the dock authorities did not 
make the delivery. It is all the more surprising that NCDC did not 
prefer a claim on the dock authorities. The Committee regret to' 
note that the Corporation has not been able to locate any record 
relating to the period when the gearbox was lost in transit. NCDC' 
is therefore unable to say as to why a claim was not preferred on 
the dock authorities. The Committee deprecate the indifference' 
shown by the undertaking in not taking any action either to recover 
the missing gearbox from dock authorities or to lodge a claim for 
compensation at the appropriate time. The Committee require thllt 
responsibility in the matter should be fixed on individual personnel' 
in coordination with the CHI ot' Central Vigilance Commission and 
neoossary action taken against them. The Committee should be in-
formed about the action taken in this regard within 30 days. 

Though some valuable machines which were purchased and instal-
led in 1967 in the Korba Workshop remained idle for several years 
for want of certain equipment. tools and spares, the Committee are' 
now informed that "there has been practically no loss in production". 
If non-use of all these machines for several years did' not cause any 
loss as now stated by Government, the Committee cannot but con-
clude that the expenditure incurred on their purchase was 
infructuous and gives rise to serious misgivings. They expect that, 
as earlier recommended by the Committee, the Government/Under-
taking should f'xamine why then all these machines were at all pur-
chased. They would also like to be informed about the outcome of 
the exaJnination and the meaSUl'es taken to avoid such infructuous, 
expenditure in future. 

F. Financial Arrangements with Middlemen 

Recommendation at Serial Nos. 58 & 59 Paragraphs 9.28 to 
9.32 & 9.43 to 9.44) 

The Committee on Public Undertakings (1975-76) recommended 
that Government should investigate the cases where the outstandings· 
against the middlemen had been allowed by the Management to' 
exceed the limits set by the Corporation itself with a view to fixing: 
the responsibility. 
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The Committee also recommended that the sale of coal through 
Mis. Kahanson & Co. and accumulation of outstandings amounting to 
Rs. 63.66 lakhs as on 31st March, 1974 from March, 1971 onwards 
should be thoroughly examined by Government in order to find out to 
what extent business through the finn was unavoidable and to what 
extent outstandings could have been avoided by taking suitable action 
at the appropriate time. 

In reply to the above recommendation the Ministry have stated a!i 
foUows:-

·'The Committee set up by the Government has looked into 
the cases of outstandings against the middlemen of NCDC. 
The Committee has found that the consideration which 
weighed with the NCDC Management in continuing busi-
ness with middlemen without adequate financial coverage 
was the apprehension of fall in the sale of slack coal if 
the agreements with them were terminated. It was not 
been possible after the lapse of so many years to state 
whether the sale of slack coal would have actually fallen 
or not. In the circumstances and in view of the fact that 
the Board of Directors was kept in the picture, the question 
of fixing the responsibility on any individual officer of the 
NCDC, does not arise. 

As recommended by the Committee, the Board of Directors 
of Central Coalfields Limited is being advised to call for 
the relevant records relating to aU the middlemen and 
take a decision about counter-daims if any and proceed to 
en cash the bank guarantees which now cover the amounts 
directly owned by the middlemen (except Kahansons). 

In regard to the extension of business through Mis. S. K. Kahan-
sons & Co. the Ministry have stated that the Committee's findings 
show that-

(i) Business with Kahansons except on direct payment basis 
was terminated in December 1969 and that there was no 
addition to the amount outstanding from the middleman 
after that date. 

(Ii) As regards avoiding outstandings by taking suitable action 
at the appropriate time the Committee has found that the 
Board of Directors had approved the continuance of busi-
ness with Kahansons on the consideration that there could 
be heavy fall in the off take of slack coal if the business 
with Kahansons was terminated. It has not been possible 
after the lapse of so many years to say what would have 
happened if the business with Kahansons was terminated. 
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It has not been possible after the lapse of so many years 
to say what would have happened if the management had 
decided to do away with the middlemen. 

(iii) The decision was taken at the top management level in-
cluding the Board of Directors and there is no evidence 
available to show that any individual officer could be held 
responsible far the accumulation of the outstandings. 

It has been stated that the Department of Coal agrees with the 
Committee's findings and that the Central Coal field Ltd. has been 
advised to pursue the cases against Kahansons vigorously." 

The Committee would require that the records relating to all the 
middlemen against whom huge amounts are reported to have been 
outstanding should be scrutinised without further delay and remedial 
measures taken to avoid accumulation of debts in future. 

The Committee also desire that the outstandings dues from the 
middlemen flhould be recovered expeditiously. 

The Committee also stress that the cases against MIs. Kahansons 
should be pursued vigorously and results thereof intimat.ed to the 
Committee within 30 days. They also reiterate their earlier recom-' 
mendation that outstandings claims (amounting of as. 63.66 lakhs as 
on 31st March, 1974) against this firm should be recovered forthwith. 

The Committee further require that responsibility in this regar. 
should be fixed and action taken against the persons responsible 
under advice to the Committee. 

G. Delay in adjmtment of advances for local purchases 
Recommendation at Serial No. 65-Paragraphs 10.51 and 1~.52 

The Committee noted with regret that the advances given to stat! 
and officers for making local purchases were not being adjusted pro-
mptly. They found that all the collieries of the Corporation had 
been divided into 10 areas and the information furnished in respect 
of 7 areas revealed that as on 31st March, 1974, a sum of Rs. 44.71 
lakhs was outstanding for a long time. The Committee failed to 
understand as to why information regarding outstandings could not 
be collected from all the areas. 

The Committee were distressed at the casual and indifferent atti-
tude adopted by the Management towards the defaulters who were 
allowed to contravene the instructions issued in this regard in 1970 
with impunity. They expressed their deep concern at the utter lack 
of financial discipline in the organisation resulting in huge amounts 
of public money remaining outstanding with the officers and stat! of 
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the Corporation for long periods. They also recommended that the 
officers and the staff concerned should be asked to give proper 
accounts of the advance given to them promptly and in the event 
of their failure to do so, the outstanding amQunts should be deducted 
from their sala'I'ies forthwith. They recommended that the reasons for 
non-recoverylnon-adjustment should be analysed and steps taken 
to improve the procedure to ensure that such things did not recur. 

In their reply to the above recommendation, the Ministry have 
stated as follows:-

"Instrucf ons already exist for clearance of local purchase 
advances within six weeks, with provision for recovery of 
the amounts of advances from the individuals concerned 
in case of failure to account for the same. The company 
has stated that these instructions could not be adhered to 
strictly due to various practical difficulties. However, as 
recommended by the Committee, this matter has been re-
viewed with a view to bringing about all round improve-
ment. A special drive was also launched to bring down 
the local purchase advances to level SO that there is nQ 
outstanding on this account beyO'lld 15 days. These mea-
sures have yielded some results. The figures of outstand-
ing advances as on 31-8-1976 is Rs. 37.91 lakhs as against 
Rs. 44.77 lakhs mentioned in the report. Further improve-
ment is expected as concerted action is being taken by the 
Company to bring down the advances. 

The Department has advised the company that the recovery 
of outstanding advances should be strictly enforced and to 
send a report of the progress attained after a month." 

In their further reply (31-12-1977), the Ministry stated that "the 
position of outstanding local purchase advances as on 30-3-1977 was 
as under:-

(1) Less than 3 months old Rs. 11.60 lakbs 

(2) More than 3 months old but less 
then 6 months Rs. 11.40 lakhs 

(3) More than 6 months but less than 
one year 

(4) More than 1 year 

Rs. 3.11 lakhs 

Rs. 1.83 lakhs 
The Company has been advised again tQ take effective steps to 

recover the outstanding advances particularly those which are more 
than 3 months old." 
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The Committee are most surprised to note that although ins-
tructions already exist for clearance of local purchase advances 
within six weeks, with provision for recovery of the Dmounts of 
advances from the individuals concerned in case of failure to 
account for the same, a huge sum of Rs. 44.71 lakhs was allowed 
to accumulate as outstandings with officers of the Undertaking. 
The Committee are not at all convinced with the reply of the Gov-
ernment that "these instructions could not be adhered to strictly 
due to various practical difficulties" which have not been explain. 
ed. This amounts to making efforts to shielding the offenders and 
abetment of crime which calls for penal action against such offi-
cia1s who are allowed to keep huge amounts of money and their 
controlling authorities. They regret to observe that even the 
special drive now launched has not produced the desired results and 
there was still an outstanding amount of Rs. 27.94 lakhs as on 
30-3-1977 and the major portion is outstanding for more than 3 
months. The Ministry, has, issued instructions in December, 1977 
that immediate action should be taken to recover or sett1e the ad-
vances which are outstanding for more than three months and un .. 
less the account is rendered within 30 days, the amount should be 
recovered from the pay of the individuals concerned. The Com-
mittee reiterate their earlier recommendation and require that the 
officers and staft concerned should be asked to give proper accounts 
of the advances given to them without any further delay and in 
the event of their failure to do so, the outstanding amounts should 
be deducted from their salaries forthwith. 

They would also want that the Government/Company shOUld 
ensure that the instructions on the subject are strictly adhered to 
by all concerned and implemented in letter and spirit. 

In any case severe penal action should be taken against persons 
concerned for the lapses in coordination with the Central Vigilance 
Commission and under advise to this Committee. The matter 
should be reflected in Ministry's Administrative Report. 

H. Implementation of Recommendations 

The Committee would like to emphasise that they attach the 
greatest importance to the implementation of the recommendations 
accepted by Government. They would, therefore, urge that Gov-
ernment should keep a close watch so as to ensure expeditious 
implementation of the recommendations accepted by tb em. 



CHAPTER II 

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation No.1. 

The Committee are surprised to note that since the formation 
·of the National Coal Development Corporation in 1956 the objee-
tives/obligations of the Corporation have not been spent out 90 
far. The Committee note that the Bureau of Public Enterprise. 
asked all Government Companies in November, 1970 to formulate 
the statement of their objectives/obligations clearly, if not already 
done, and communicate the same to the Government. The Com-
mittee are informed that when the objectives of NCDC were fina-
lised, nationalisation of coal industry took place and NCDC became 
a subsidiary of coal Mines Authority (CMA). The objectives which 
were to be mentioned for NCDC were incorporated in the Memo-
randum and Articles of Association of the CMA. The Secreta'l'Y of 
the Ministry, however, admitted that the objectives of the Coal Mines 
Authority and National Coal Development Corporation could not be 
identical. The Committee find that instructions are being issued only 
now to CMA to quickly finalise its draft statement of objectives 
which would cover NCDC also. The Committee are concerned at the 
delay in finaliSing the statement of objectives of the Corporation. 

The Committee heed hardly stress that keeping in view the 
increasing importance of coal due to energycrisis, which has posed 
new challenges to the public sector undertakings dealing with coal, 
Govemment should finalise the statement of objectives/obligations 
of CMA/NCDC withO'Ut any further delay and bring them to the 
notice of the Parliament. The Committee would like to be inform-
oed about the action taken by Government in this regard. 

(Paras No. 1.11 to 1.12). 

Reply of the Government 

The statement of objectives of Coal India Ltd. has since been 
·finalised. A copy is enclosed. It is also being laid in Parliament 
during the Budget Session, 1978. 

15 
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Statement of objects of Coal India Limited 

Coal India Limited has set its broad. objectives as :follows:-

1. To promote the development and utilisation of the coal re.,· 
,erves in the country for meeting the present and likely' 
future requirement of the national economy with due re-
gard to the need for conservation of non-renewable re-
BO'Urces, and safety of mine workers. 

2. To raise the productivity of coal mining and related actio 
vities through introduction of improved technology" 
streamlining of organisation and management, and 1m .... 
proving the skills and motivation of the work-force. 

3. To generate surpluses by optimum utilisation of productive 
capacity, improving efficiency of operations, and adopt-· 
ing appropriate cost reduction and cost control methods. 

.. To make efficient arrangements for marketing and supply' 
of coal so that coal, coke and other similar derivatives· 
are available to consumers throughout the country con-· 
veniently and at reasonable prices. 

Ii. To' promote research and development activities on a con-
tinuing basis in the areas of coal mining, beneficiation, 
development of new coal-based products or by-products,. 
fuel technology or any other area having a bearing ~ 
conservation, development or utilisation of the coal re-
serves of the country. 

6. To provide suitable facilities for training with a view to-
upgrading the knowledge and' skills of employees in diffe-
rent categories and enabling them to make full use of 
tJ1eir capabilities. 

'I. To look after the welfare of the employees and to promote" 
the establishment and maintenance of healthy relaUons· 
between management and workers, and foster a sense of' 
fellowship and belonging to the company among person-' 
nel at all levels. 

Recommendation.S; No.2 (Para No. 1.14) 

The Committee note that the National Cd'al Development' Cor- ' 
poration which was set up in 1956 to take over then' existllng'lP 
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State collieries of the Railway and to open new mines, became a 
subsidiary of the Coal Mines Authority Limited which was set up' 
in 1973 consequent upon the nationalisation of the coal Mines. They 
were infO'l'med by the Chairman, CMA, dur;ng evidence that 
"there is no need to retain NCDC as a subsidiary company of the 
CMA. It would be merged with CMA". The Secretary of the 
Ministry informed the Committee during evidence (Thbruary, 1975) 
that within the course of two months Government would be able 
to take a decision as to what could be the respective role of NCDC 
and CMA. It appears that no decision has been ~aken so far in 
this regard. They recommend that the Government should take 
an early decision about the future role of NCDC vis-a-vis the Coal-
Mines Authority Ltd., so that they can concentrate their ener-
gies on achieving the objectives laid down for them. They would 
like to be informed of the decision taken by Government in regard 
to reorganisation of CMA/NCDC. 

Reply of the Government 

The Coal Industry in the Central Public Section was re-organts-
ed with effect from 1-11-1975, as a result of which the Coal Mines 
Authority Ltd., has been renamed Coal India Limited, which Ja 
now a Holding Company. The National Coal Development Corpo-
ration, redesignated as Central Coalfields Limited has become a 
subsidiary company of Coal India Limited. along with Bharat Cok-
ing Coal Ltd., Eastern Coalfields Ltd., Western Coalfields Ltd.; and 
Central Mine Planning and Design Institute Ltd. 

The subsidiary companies are responsible for production of 
coal in their respective areas and connected functions. These com-
panies have been delegated enhanced financial powers so that they 
are able to function with a considerable degree of independence. 
It is the responsibility of the holding company to establish policies 
regarding longterm planning, set targets and monitor them, ap-
prove budget, determine standard costs and retention prices and 
evaluate performance, coordinate among subsidiary companies and 
lay down guidelines for industrial relations and wage policies. 
The Govt. of India's letter No. 38011/1/74-CAF dated 27-9-75 setting 
for these objectives is enclosed. (Appendix I). 

Recommendation No.3 (Paras 1.27 to 1.32) 

In their 32nd Report (3rd Lok Sabha-March, 1963) the Estimates 
Committee recommended ihat the activities Of the National Co,al 
Development Corporation which were mainly Limited to the produc-
tion of coal might not prove to be very profitable. To make the 
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Corporation a permanently viable unit, it was necessary that it should 
not remain a however of coal merely but should also undertake low 
temperature carbonisation plants and other ancillary activities like 
gasification of coal, production of sameless fuel, etc. They recom-
mended that the whole matter might be examined by an expert com-
mittee which might suggest suitable lines of ancillalY activities to 
be undertaken by the Corporation. The recommendation of the 
Estimates: Committee was reiterated by the Committee on Public 
Undertakings in their 7th Report (April, 1965). 

The Committee deplore the serious lapse on the part of the Govt./ 
Corporation in not appointing an Expert Committee as recommen-
ded by the Estimates Committee in 1963 and by the Committee on 
Public Undertakings in 1965 to go into the question of suitable ancil-
aary activities to be undertaken by the National Coal Development 
Corpor", :ton Ltd. The Chairman, Coal Mines Authority Ltd. inform-
ed the ';ommittee that the Corporation did not go in for ancillary 
activitiES as at that point of time there was downward trend in coal 
demand. The Committee are constrained to note that in spite of the 
repeate.J recommendations of the Parliamentary Committees the 
matter "'as not taken serious note of by the Board of Directors of 
the Carporation. It has been admitted by the Chairman, Coal Mines 
AuthorHy Ltd. that "it is desirable that the Board of Directors should 
have CI. llsidered and come to some conclusion and I also would 
further submit got govt. itself would have considered this matter 
and come to a decision." The Secretary of the Ministry stated that 
'r persOlnally feel that as soon as Parliamentary Committee suggest-
ed it, it should have been appointed. They might have come to some 
conclusions. But unfortunately. it has not been done." 

The Committee cannot too strongly deprecate the cavelier attitude 
shown 1Iy the Company towards the recommendation of the Parlia-
mentary Committees and would like that the reasons for not consi-
dering t;lese recommendations and for not setting up an Expert Com-
mittee nay be investigated in order to fix responsibility for the lapse. 
The Committee would like to be informed of the action taken within 
3 month:; of the Report. 

The Committee would also strongly recommend that all the pub-
lic undertakings should be advised that the recommendations made 
by Par:1iamentary Committee should be given the most serious and 
urgent consideration at the highest level and the accepted recom-
mendations implemented with expedition unless there at'e compelling 
reasons coming in the way of their implementation in which case 
they should place the matter before the Committee for latter's recom-
mendation would like administrative ministries also to keep a care-
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ful watch on the implementation of the Committee's recommenda-
tions and. folJ.ow-up the matter with the undertakings under their 
respective control and ensure that such a lapse, as has occurred in 
this case, does not recur. 

The Committee find that an Expert Committee to go into the 
question of ancillary activities to be undertaken by NCDC has now 
been appointed by Govt. on the 17th July, 1975. The Expert Com-
mittee is expected to submit its report to Govt. in the middle of 
October. 1975. The Committee would like to be informed about the 
findings of the Committee and the action taken by Govt. thereon. 

The Committee note that the NCDC is going ahead with the 
installatIon of Formed Coke Project in Talcher and the installation 
of Low Temperature Carbonisation Plant is under consfderation. 

. They hope that the proposed units would be completed and commis-
sioned expeditiously. They would like to be informed about the 
dates of commissioning of these units and about the results achieved. 
The Committee recommend that the programme of further develop-
ment should be regulated in the light of experience gained in the 
setting up of those projects." 

Reply of the Governments 

The recommendation of the Estimates Committee (1963) for the 
appointment of an Expert Committee was considered by the Board 
of Directors of NCDC. The Board agreed with the Estimates Com-
mittee that the Corporation should go in for ancillary activities. 
They did not, however, consider that an Expert Committee would 
be great help as, once a decision is taken on principle and resources 
are made available, the Corporation could., in consultation with 
their technical advisers like Central Fuel Research Institute, formu-
late concrete plans for the implementation of the decision. In fact 
NCDC had already started ancillary line of activities like work-
shops, geologv and drilling etc. This position was reported to 
the Estimates Committee but the Committee on Public Undertak-
ings which had by then taken over this work, did not consider the 
reply of the Govt. convicing and urged that an Expert Committee 
should go into the matter and suggest suitable ancillary lines includ-
ing coal tar distillation and underground gasification. This report 
was also examined in NCDC at the highest official level viz. Finan-
cial Controller and the Managing Director as well as in the then 
Department of Mines and Metals. As the recommendation of the 
Committee for taking up ancillary activities was acceptable to NCDC 
and ancillary activities in certain lines were already under consi-

·Audit ha·ve stated: "Not vetted the finel reply of Govt. was not 
. received in this office." 
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deration, ~t was felt that the appointment of an Expert Committee--
at that stage was not necessary. It is mentioned here that NCDC' 
Board at that time, had all necessary experts in it like Director, 
CFRI, Managing Director, MAMC, Managing Director, Singareni 
Collieries etc. As the 7th Report of the Committee on Public 
Undertaking was in the nature of 'Action taken report,' there was-
no opportunity to place the views of the NCDC and the Govt. again 
before the Committee. It was also assertained from Lok Sabha S'ec-
retariat that in accordance with their O.M.No. 5-ECIIII59 dated 
1-4-1959 no further reply was called for on this report. 

2. Coming to the specific points made out by the Committee, it is 
submitted that it could not be the intention either of the NCDC 
management or of the Govt. not to give the !'egard and consideration 
which it deserved to a recommendation made by a Committee of 
Parliament. The need for taking up ancillary activities was in fact 
never disputed. When the matter was again raised before the Com-
mittee, the Govt. accepted the position and appointed an Expert 
Committee. 

3. Since the recommendation of the earlier Parliamentary Com-
mittee for taking up ancillary activities had received due considera-
tion and had been accepted in principle, it is submitted that there 
is no question of any individual being responsible for disregard of 
the Committee's recommendation. It is also not possible after the 
lapse of 11 years to make any investigation and fix responsibility. 
It may howev~ be assured that all recommendations of the Com-
mittee on Public Undertakings as well as other Committees of Par-
liament have been receiving and will continue to receive the highest 
consideration. 

The Committee have urged that all public undertakings should 
be advised that the recommendations made by Parliamentary Com-
mittees should be given the most serious and urgent consideration 
at the highest level and that if in any case, there are compelling 
reasons coming in the way of their implementation, the matter 
should be placed before the Committee for the latter's reconsidera-
tion. The Bureau of Public Enterprises have since brought these 
observations of the Committee to the notice of aU public undertak-
ings, for information and guidance in future, vide their O.M. No. 
BPEIGL-026176IM&.N19116176-BPE(GM-1) dated the 5th July, 1976 
(Appendix II). A careful watch will also be kept on the imple-
mentation of the Committee's recommendations and adequate £01-
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;low-up measures will be taken in respect of every observation lre-
··commendation of the Committee. 

4. Expert Committee constituted in compliance with the recom-
mendation No.3 has submitted its report in two parts. Phase I re-

'port deals with the development of ancillaries for providing essen-
tial inputs to the mining industry and Govt. has accepted the recom-
mendations of the Committee made in this part of the Report and 
hal accordingly asked the coal companies to implement these 
recommendations. Statements showing the recommendations 
accepted by Government and follow-up action taken thereon by coal 
,companies are enclosed (Appendix III) 

Phase II report exolusively -deals with industries concerning coal 
utilisation and processing which fell in the down stream sector after 
-coal has been mined. The Committee has specified schemes for 
-coal utilisation and processing of which could be started either by 
separate companies or by the coal mining companies themselves, 
depending upon natural policies, necessities and economies. For a 
view of such schemes a Standing Committee under the Chairman-
ship of Secretary coal has been set up vide Memo. No. 5501'8/1/77-CDT 
dated 13-6-1977. This Committee has held its first meeting on 15th 
.July, 1977 and discussed many aspects of the problems. 

3. The setting up of a Formed Coke Plant at Talch~r and two Low 
Temperajture Carboni~tion Plants at Ramakrishnapur in Andhra 
Pradesh and at Dankhuni in West Bengal has been sanctioned. Work 
on these projects has started and it is expected that the Formed 
Coke Plant as well as the LTC plant at Ram krishnapur would go 
into production towards the end of the Fifth Plan. LTC Plant at 
Dankhuni is likely to start production early in 1979. The progress 
of these projects has been indicated in the Annual Report of the 
Department of Coal for 1975-76. Further progress will continue to 
be reported in the Annual Reports of future years. Progress of 
further development would be regulated in the light of experience 

. gained in the setting up of these projects. 

Recommendation No. 4 (Paras 2.16 to 2.19) 

The Committee note that there had been a wide ggp between 
projections and performance in respect of demand and production of 
coal during the Third and Fourth Five Year Plan periods. As against 
the original target of 31 million tonnes to be attained by 1965-66, 
the actual production of coal by NCDC during that year was only 
'9.40 million tonnes. As against the planned development of 27 col-
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lieries, during the Tihrd Five Year Plan, the Corporation developed 
only 16 collieries out of which 7 collieries, on which an expenditure 
of about Rs. 447 lakhs was incurred up to 1965-66 had to be tempo-
rarily finally closed down. NCDC's original target of 26 million ton-
nes to be attained by the end of Fourth Five Year Plan had to be 
scaled down to 21 million tonnes. The actual production during the 
year 1973-74 was, however, only 17.44 million tonnes. In addition to 7 
collteries closed during the Third Five Year Plan, 3 more collieries 
were closed down during 19'66-67 to 1972-73 on the development of 
which a capital expenditure of Rs. 155.11 lakhs had been incurred. 

According to the Secretary of the Ministry, the production of 
Coal had to be limited to the effective demand which was far less 
than the expectation due to slow pace of industrial growth. The 
Committee find that this is not wholly true in respect of all sectors 
of economy. In this connection they would like to draw attention 
to paras 2.20 to 2.23 of the 68th Report (1974-75) of the Estimates 
Committee on 'Availability and Distribution' of coal which show 
that there was shortage of coal in the domestic sector and lack of 
adequate supply of coal to the cement industry and the railways 
also had to d;scontinue temporarily some of the branch train services 
due to the shortage of steam coal. The Committee are therefore of 
the opinion that this wide variation between assessed demand and 
actual consumption was also due to absence of a rational and scienti-
fic svstem to realistically assess the demand of different categories of 
consumers of coal. 

The Committee feel that if the Government had made an accu-
rate and realistic assessment of demand and reviewed it priodically 
in order to give clear directions to the producing organisations such 
as National Coal Development Corporation about the targets to be 
achieved by them, the huge expenditure incurred on the develop-
ment of mines, which had to be subsequently closed down could 
have been avoided. Instead of mechanically relying on the data 
furnished by the Planning Commission the Corporation should have 
a.lso kept itself constantly in touch with the consumers to whom it 
was supplying coal so as to make a realistic assessment of the de-
mand in order to adjust its development programmes in time. 

The Committee note that the Government have set up Linkagt: 
Committee for each of the key sectors like steel, cement and power 
plants in order to assess their demands and corelate the production 
programmes of collieries with the requirements of thees sectors. 
The Committee hope that the Government would now be able to 
evolve a scientific system of assessment and reivew of demand of 
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coal, not only in the steel, cement and power sectors, but also in 
each other major sector of economy so as to ensure tlmeJy and aue-
quate supply of coal to them. They also hope that on the basis of 
scientific assessment of demand in each sector thus Clrrived at, the 
respective shares of the producing organisations would be cl~arly 
determined in order to enable them to organise their develQpment 
programme on a more accurate basis. 

Reply of Government 

The Committee have observed that there should be a scientific 
system 6f assessment and review of demand for coal in all major 
sectors of the economy. This suggestion is welcomed and steps in 
this direction have already been taken. This Department had al-
ready requested the Plannip.g Commission to consider setting up a 
standing machinery for this purpose as the coal demand is derived 
ftl)m the programmes df the various consuming sectors. Further, 
as the committee themselves have observed, the Standing linkage 
Committee is assessing the demand of the power and cement indus-
tries as realistically as possible and co-relating the production pro-
gt'ammes of the collieries with the requirement of these !sector!'!. 
Simtlarly, for the steel plants, a committee has recently made a de-
tailed review on long term coal plan for steel plants. Close Co-
ordination is maintained with SAIL for making available the re-
quired quantities of coal for the steel plants in time. Every month 
coking coal supply and programme to steel plants are finalised by 
Coal Controller in consultation with all concerned. The Committee 
may be interested to know that as a result of the efforts made re-
cently the stocks of coal at the steel plants have now reached 
a level of 21 days' requirements. Most of the power houses have 
than one month's stock and there is persistent demand from many 
of them for reduced quota ot coal. A similar situation prevails in 
the cement industry where the average stock holding is about 23 
days' requirement. Recently, the yearwise requirement of coal of 
fertilizer plants has been assessed and linkage with specific coal-
fields I collieries has been made. The loco coal demand is fairly cons-
tant for the Vth Plan period. Considerably larger supplies of steam 
coal have been made to the railways and at present there is no 
shortage of coal of any quality or size. The sectors mentioned above 
account for over 70 per cent of the expected coal demand. The re-
maining 30 per cent is consumed by a very large number of consu-
mers whose individual requirement is small. There will always be 
a certain element of uncertainty with regard to actual off take of 
coal by these sectors. However, the commercial directorate of Coal 
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India has taken up the task of collecting and evaluating the demand 
data on a continuing basis and it is expected that discrepencies as 
had occurred in the past would not be there. It is possible that the 
demand estimates would vary from time to time but with the close 
watch being kept on the trend of demand, it should normally be 
possible to periodically adjust the production programme to the 
required extent. Since the field wise break-up of the coal demand 
·of major consumers is known, the coal producing organisations can 
adjust their development programmes whenever substantial 
changes in the commissioning schedules of the consuming projects 
take place. 

It may also be mentioned, that in connection with the midterm 
.appraisal of the Fifth Five Year Plan, a detailed review of the coal 
demand of each consuming secto.r was made in consultation with the 
:Planning Commission and the development of new projects is being 
regulated in line with the appraisal 

Recommendation (Sl. No.5, Paras 2.31 to 2.36) 

The Committee are informed that although there is plenty of 
coal available at pitheads certain sectors are still starving for want 
>of . coal. The difficulty in meeting the full requirements of certain 
sectors particularly the domestic and small scale sectors is stated 
to be mainly of transport. 

The Committee find that the difficulty in regard to movement 
of coal has persisted during the Second, Third· and Fourth Five 
Year Plan periods. The Estimates Committee in their 32nd Report 
(3rd Lok Sabha) felt that the transport bottlenecks during the 
second Five Year Plan aTose mainly due to lack of coordination, at 
.different levels. The Committee on Public Un"aertakings in their 
Tenth Report (4th Lok Sabha)-April, 1968 expressed their regret 
that there was lack of coordination, in regard to suply of wagons for 
transport of coal even during third Five Yead Plan. Inspite of an 
assurance given by the Ministry in October, 1968 that NCBC was 
maintaining close liaison with the Railway Administration of all 
levels in order to remove difficulty in the supply of wagons, the 
lower availability of wagons continued to be cited as one of the 
main reasons for shortfall in production and for inadequate supply 
of coal to certain sectors. The Committee also find that the dally 
allotment of wagons during each of the years 1970-71 to 1973-74 has 
.always been less than the average indent. The Committee feel that 
jf the Government/Corporation had paid serious attention to the 
recommendations of the parliamentary Committees in order to draw 
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up a coordinated transport plan for the movement of coal the 
bottlenecks in the distribution of coal would have been avoided and 
industries dependent on coal would not have suffered serious losses 
in production. 

The Committee feel that no plan of coal prod'Uction can succeed 
unless adequate capacity is available to transport it to the required 
consuming centres. The Committee would therefore like to stress 
that adequate vigil is necessary for breaking the bottleneck in 
movement of coal. 

The Committee also find that on the one hand it had been 
stated that due to the transport bottlenecks, proper movement of 
coal was not there, on the other hand the Railways were blaming 
that coal was not available at the pitheads and that was why they 
were not carrying coal. Both the Railways and the Corporation had 
been complaining against each other. 

In this connection, the Committee would like to refer to Para-
graphs 5.53 and 5.54 c7f 68th Report of the Estimates Committee (5th 
Lck 'Sabha) on 'Availability and Distribut;on of Coal' wherein that 
Committee have observed that linkage of a major consuming sectors 
with coalfields is imperative for an efficient transport system. That 
Committee have emphasized tpat the linkage should be firm and 
effective and should be reviewed from time to time to remove the 
bottlenecks in the way of smooth and efficient movement of coal to 
consuming centres. The Committee have also stressed that the 
plans for increased reduction of coal should be fully tied up with 
the railways to make sure that coal is moved from the pitheads to 
the users in adequate quantities and in time. Attention may also be 
invited to paragraph 4.13 of the above report wherein it has been 
stated that a High Level Committee under the Chairmanship Of the 
Deputy Minister of Mines has been set up to look into the problems 
relating to transportation and distribution of coal and that a num-
ber of important decisions have been taken by that Committee. 
The Estimates Committee have recommended that. concerted action 
should be taken to see that an analysis is made in depth of the 

transport and distribution arrangements and concrete measures 
taken to enS'Ure that the mining capacity and the rail transport 
facilities are developed hand in hand in order to meet rationally and 
satisfactorily the requirements of users. The Committee would like 
to reiterate the above observations/recommendations of the Esti-
mates Committee. 

4825 LS-3. 
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The Committee are perturbed to note that the requirements ot 

domestic consumers and small scale sector of industry are not 
being met in full even after the nationalisation of coal mines. They 
strongly feel that in no circumstances the req'Uirements of common 
man should be ignored or given low priority. The Committee recom-
mend that Government/Corporation should make special efforts to 
meet the total requirements of domestic consumers at all times. 
They hope that with the reported improvement in the transport 
situation the needs of the small scale sector and the domestic con-
sumers would be met in full. The Committee would like the CFA/ 
NCDC to streamline the procedure with regard to sale of coal to 
domestic consumers who should be given all possible facilities and 
priorities that they do not face any hardship in getting coat !or 
their domestic requirements. 'I1ley would also like that CNIAI 
NCDC should examine the possibility of opening their own depots 
at variO'Us coal consuming centres in the country in order to cater 
to the demands of domestic consumers. The Committee also recom-
mend that loading of trucks should be done departmentally and 
transportation charges whfch are not levied on coal supplies to other 
consumers should be imposed on coal transported through trucks 
for domestic consumers. 

Reply of the Government 

EVen though there was diffiC'ulty in meeting the full require-
ment of coal of certain sectors in the past. the position has im-
proved substantially in the last two years. At present all demands 
are being met in full. The stocks of coal at the pithead and consu-
mers' end have reached levels considerably higher than those in 
the previous years. 

The lower availability of wagons during 1970-71 3nl'} 1973-74 was 
not due to any lack of coordination between the NCDC and the 
Railways. The reasons were mainly the disturbed law and order 
situation in the Eastern Region d'Uring those years,· the recurring 
power shortage. disturbed industrial relations in the Railways. all 
factors beyond the Railways' control. Most of the difficulties have 
since been overcome and during 1974-75 and 1975-76 tlie wagons 
'availability has been quite satisfactory. Problems relating to trans-
port of coal by rail are being discussed regularly between the Rail-
ways and the CCL for resolving bottlenecks. 

The Committee have referred to the recommendations of the 
Estimates Committee in paragraph 5.53 and 5.54 of their 68th 
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Report. These recommendations have already been noted and acted 
upon. Linkage of major consumers with coal-fields has been existing 
for the last 3 years. These linkages are reviewed periodically. The 
Fifth Plan production programme for coal had been intimated to 
the Raiiways along with the requirements of wagon and rail trans-
poration facilities. The Railways had appointed two study teams, 
one for the Bengal-Bihar coal-fields and one for the out-lying coal 
fields to examine the rail transport requirements for coal and to 
make recommendations for the facilities to be set up. The reports 
of these study teams have discussed between the Rail ways and 
elL and action is being taken in a coordinated manner. The Com-
mittee"s observation that concerted action shO'Uld be taken to ensure 
that the mining capacity and the rail transpO'l'tation facilities are 
developed hand in hand, has been noted and action is being taken, 
as far as possible, to coordinate transport facilities. 

4. The rail movement of coal for domestic users and small scale 
industries is done on the basis of assessment of demand made and 
sponsored by the State Governments. As regards road movement 
there is no restriction on the sale, distribution and transport of coal 
required by the small scale sector and by the domestic consumers. 

5. Coal dumps have been opened by CIL at Lucknow, Agra, 
Saharanpur, Meerut, Varanasi and Gorakhpur in cooperation with 
the U.P. Cooperative Federation. CIL have opened a coal dump at 
Howrah to meet the requirements of domestic consumers. They are 
also considering the possibility of opening some dumps in the hill 
areas of U.P. More dumps can be opened only if the demand for 
coal justifies the same. If and when any party is interested in 
establishing and operating coal dumps CIL does not eJCJ)eCt any 
difficul ty in supplying coal. 

6. The loadiJ;lg of domestic soft coke tn trlTCks is now being done 
departmentally in the collieries. In some cases, however, large cus-
tomers have arrangement for loading of trucks through their own 
labour. That is being continued and the customers are given suit-
able rebate in such cases. 

Recommendation S. No.6 (Paras 2.43 to 2.(5) 

The Committee find that no final decision with regard 'to coal 
production targets during the Fifth Five Year Plan has been taken 
by Government so far and the various assessments made sO far by 
different bodies widely vary from one anot'lier. The Fuel Policy 
Commi1 tee earlier put the country's demand for coal by 1978-79 
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at 165 million tonnes while the Task Force of Planning CommisSion 
revised it to Hi3 million tonnes. The Draft Fifth Five Year Plan 
has, however, tentatively projected a coal demand of 135 million 
tonnes by 197'~ 79 out of which NCDC's share is expected to be 
37.89 million tonnes. The fluctuations in the assessment of demand 
only show that a sound system for collection and evaluation of data 
has not so far been evolved. The Committee have already observed 
that O'Ur coal production programme in the past has always been a 
victim of faulty system of assessment of demand resulting in wide 
variations between projections and performance. They would there-
fore like to stress that at a time when we are passing through an 
oil crisis the need to draw up a realistic coal production programme 
based on scientific assessment of demand is all the more important. 
The Committee, therefore, recommend that Government should 
exercise great care in drawing up the coal production programme 
d'Ilring the Fifth Five Year PI~n after reassessing realistically on a 
rational and scientific basis the demand for coal of the various 
sectors. 

The Committee also recommend that the Government should 
draw up a comprehensive production programme by various coal 
producing organisations including NCDC, so that they might be 
able to synchronise the development of mines with the demand 
pattern. 

The Committee need hardly stress that any slippage in the im-
plementation of coal production programme will very aaversely 
affect the overall growth of the economy. They, therefore, recom-
mend that adequate steps shO'uld be taken right from now in order 
to l'nsure the implementation of va'l'ious schemes for achieving 
coal production targets during the Fifth Five Year Plan. 

Reply of the Government 

The Committee are aware that the Fifth Five Year Plan has not 
'yet been finalised. The coal" production programme has been drawn 
up with the target of 135 million tonnes indicated in the Draft 
Fifth Plan. At the time of each Annual Plan, however, the demand 
is reviewed and the production programme for the next year fixed 
with reference to S'uch demand estimates. 

With reference to the Committee's suggestion for drawing up a 
comprehensive production programme by various coal companies it 
may be stated that a detailed Action Programme indicating the 
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name of each mine and its year-wsie production programme had 
arleady been drawn up for the Fifth Plan period. 

With reference to the Committee·s recommendation that ade-
quate steps should be taken right from now in order to ensure the 
implementation of vario'us schemes for achieving coal production 
during the Fifth Five Year Plan it may be stated that S'Uch steps 
are already being taken. Project report have been prepared and 
sanctioned for the major part of the additional coal production 
needed in the Fifth Plan. A number of other project reports are 
ready and are likely to be sanctioned shortly. Advance action has 
been taken for the procurement of the machinery required. Man. 
power requirement has been assessed and recommendations have 
been madE. :.:>r increasing the intake in the concerned technical 
·training/educational institutions. The rail transport and power 
requirements have been assessed and indicated to the concerned 
3uthOTities for providing these in time. With all these preparatory 
steps it is expected that the production of coal required in the 
Fifth Plan will be achieved. -

Recommendation No. 8 (Paras 3.28 to 3.30) 

The Committee find that originally the RaOlgarh Project- was 
taken up with a view to meet the growing requirements of llokaro 
Steel Plant. But o\Ving to the delay in the setting up of the Bokaro 
Steel Plant, the Project was linked with a Coke Oven Project pro-
posed to be taken up by the Government and the requirements of 
Bokaro Steel Plant was linked with Kargali and Dudga-II washe-
ries. The coke oven Proj,ect was later not considered to be economi-
cally viable and therefore further development work on the mines 
was deferred in 1968 by which time a sum of Rs. 98.44 lakhs had 
been spent on their development. 

_ The Committee fail to understand as to why the project was 
initially linked with Bokaro Steel Plant when the requirements of 
the Steel Plant could be met from the Kargali and Dudga-IT washe-
ries. The Committee are also surprised to note that the economic 
viability of the Coke Oven Project was not assessed initially when 
the Ramgarh I and II mines were proposed to be linked with this 
Project. The Project had to be deferred when it was noticed that 
Coke Oven Project wO'Uld not be economically viable. 

"'Audit have stated: 'Copies of sanctions etc. called for have not 
been received". 
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The Committee are informed that the Project is again bein, 
reviewed and is being specifically linked to the Bokaro Steel Plan. 
The Committee hope the Government Corporation would at least 
now realistically assess the future requirement of Bokaro Steel 
Plant in order to synchronise the development" of the Ramgarh 
Project with the projected demand and to re-examine the econo-
mic viability of the coke oven plant now when the Coal/Coke from 
Ramgarh Colliery is proposed to be consumed by the Bokaro Steel 
Plant. 

Reply of the Govemment 

It is no doubt true that the Ramgarh Project was considered for 
implementation on more than one occasion in the past and had to 
be deferred because the linked consuming projec~ did not either 
come 'Up or got deferred. The Committee is aware that there was 
considerably delay in the progress Of the Bokaro Steel Plant itself 
and hence the requirements of medium coking coal of that steel 
plant, during the Third and Fourth Plan periods, were conSiderably 
less than what had b~en indicated earlier. There were also signi-
ficant shortfalls in the requirements of medium coking coal by the 
other steel plants whose expansion projects did not materialised in 
full. Hence the need for the Ra~garh Mine and Washery was not 
felt so far. The requirement of coal for the steel plants during the 
Fifth and Sixth Plans has been st'udied in a comprehensive manner 
recently by a Committee under the Chairmanship of Secretary, 
Department of Coal. This Committee has estimated that medium 
coking coal from Ramgarh would be required early in the Sixth 
Plan.. The development of Ramgarh Mine and Washery is being 
matched with the increasing requirements of the steel plants and 
care would be taken to ensure that there is maximum possible 
matching of the supply and demand of coking coal. 

There is at present no proposal to set up a coke oven plant at 
Ramgarh as all the washed medium coking soal, therefrom is ex-
pected to be consumed by the steel plants. 

Recommendation No. 9 (Paras 3.41 to 3.43) 

The Committee find that development of the Pundi Project was 
taken up without initially checking up the coking characteristici 
of coal to be used in the steel mills and foundry forge plants. The 
Project had to be abandoned when the studies made by the Central 
Fuel Research Institute, Dhanbad indicated that the coking charac-
teristics of coal were poor and its suitability for metallurgical 
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purpOSe was doubtful. An expenditure of Rs. 33.76 lakhs had al. 
ready been incurred when the work on the Project was suspended. 
Further capital expendit'ure of Rs. 24.15 lakhs was incurred upto 
31st March, 1974. The representative of the CMA admitted during 
evidence that the characteristics of coal should be studied before 
undertaking the development of a project. The Committee feel that 
an expenditure of Rs. 57.31 lakhs incurred and development of the 
project besides Rs. 7.28 lakhs incurred on care and maintenance 
could have been avoided with a little foresight. 

The Secretary of the Ministry has stated that this is not the 
only case where the geological reports have proved to be wrong. 
If that be the case it is all the more necessary to devise concrete 
measures and bring about improvement in technology so as to en· 
sure that such miscalculations are reduced to the mmimum as they 
result in infruetuous expendihlre to the tune of crores of rupees. 
The Committee would like Government/Corporation to seriously go 
into this aspect and take concrete remedial measure in the light of 
past experience and the advances made in geological and metallur-
gical sciences both within and outside the country so as to ensure 
that large investment on development of mines are not made with· 
out making sure of the nature and extent of reserves and their 
suitability to meet the known requirements. 

The Committee are informea that based on the increased 
demand for medium coking coal, it is now proposed to take up the 
underground portion of the Project. The Committee stress that the 
feasibility and the economics of the project including the possi-
bility of developing open cast mine on which expenditure has al-
ready been incurred should be fully gone into and the possibility of 
using the coal from this project after benefication to meet the 
increasing demand of Coking/Medium Coking Coal may be criti-
cally examined in order to ensure that the proposed project is an 
economically viable 'Unit. 

Reply of the Government 

(A) Re: r~dial mea.sures to guard against inaccuracy oJ forecast 
with regard to quality and reserve and geOlogical features etc. 

This subject has been discussed with reference to item 22 of the 
recommendation of the Committee on Public Undertakings (1975-
76). 
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(B) Re: the propot:.al for opening of new underground project 'in the 
Pundi Basin only after considering reopening of the Buspended 
opencast project. 

Necessary detailed study and collection of additional dab witft 
regard to coking propensity of the coal in Pundi Basin are in hand 
and the Central Fuel Research Institute is already on the job for 
this. The feasibility and economics of Pundi Underground Project 
has been prepared but would be finalised only after adequate ana-
lysis data regarding quality of coal are obtained. The recommenda-
tion of Committee of Public Undertakings on the subject will be 
kept in view while taking final decision. However, benefication of 
(;oal of Pundi Opencast P'roject will only reduce the ash content 
of the raw coal and is not likely to improve the coking properties 
of the coal. The coal of this project would therefore, be non-coking 
and hence not suitable for metallurgical purposes. Therefore, th's 
proJect could be worked only as and when demand comes up for 
the coal of this type. However, as indicated above, final decision 
would be taken only when fresh and complete analysis of the coal 
is available from the Central Fuel Research Institute. 

Recommendation No. 12 

3.73. The Committee regret to note the ino-rdinate delay in t.he 
development of the Sudamdih Project. The Project which has to 
achieve full production in 1971-72 as power original Project Report 
is 'now expected to achieve the same in 1978-79. Disturbed geologi-
cal conditions, lack of organisation experience in the construction 
0'£ such a mine, delay in supply of equipment by MAMC and shor-
tage of iron and steel have been cited as the main reasons for delay 
in the development of the Project. 

The Committee are informed that t'!te difficult geological condi-
tions arising out of the occurrence of the low angle faults at Sudam-
dih could not be foreseen at the time of the preparat'on of the geo-
Jogical report either by the Polish experts or by NCDC as the occur-
rence of such faults was unknown to the Indian Coalfields then. 

The Committee would like to invite attention to their recommen-
dation in para 3.43 of this Report and stress that Govt.jCorporation 
!::hould seriously go into this aspect of depth so as ~o take suitable 
remedial measures in order to overcome the difficulties posed by 
such disturbed eeological conditions and to avoid possibilities of such 
wiqe variations in geological structure. 
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The Committee are surprised to find that there were items. of 
essential plant and machinery which should have been supplied to 
NCDC by the Mining and Allied Machinery Corporation as early 
as 1967 and 1968 but have not been supplied by them till date. The 
Corporation suffered a loss of Rs. 104.48 hlhs on account of delay 
in the supply of equipments in so far as Sudamdih Projed is concern-
ed. In their 65th Report (Fourth Lok Sabha April, 1970) em Mining 
and Allied Machinery Corporation Committee had expressed their 
unhappiness about the delay in execution of orders by MAMC and 
observed that production performance of some undertakings (e.g, 
NCDC, Bokaro, PPCL) was held up due to delay in adhering to the 
delivery schedule by MAMC. . 

The Committee regret to note that in spite of the recommenda-
tion of the Committee delays on the part of MAMC continue to up-
set the q.evelopment and productian programme of NCDC. The 
Committee recommend that the Ministry of Heavy Industry should 
thoroughly investigate all cases of delays on the part of MAMC in 
supplying essential items of plant and equipment to NCDC rnorder 
to fix responsibility for the lapses and take suitable remedial 
measures to avoid such costly delays in future. They also recommend 
that the question of compensation claimed by NCDC on account of 
such delays should be settled expeditiously. 

The Committee also recommend that Govt. should render all 
possible assistance to NCDC in the matter of procurement of mate-
rials like iron and steel so that the progress in regard to develop-
ment of projects is not hampered due to non-availability of such 
materials. 

The Committee hope that the development of the Project would 
now proceed according to schedule and full production will com-
mence in 1978-79 as per latest revised project report. 

Reply of the Government 

The Coonmittee's observation regarding remedial measures to 
overcome the difficulties posed by disturbed geological conditioIll 
and to avoid possibilities of wide variations in geological structure 
is noted. As mentianed in the replies to recommendations No.9· 
and 22, the preparation of project reports is entrusted to the 
C.M.P.D.I. which is in touch with the latest development in geology 
and drilling technology and the project reports are being prepared 
after careful study of gealogical data and investigations utilising 
advanced technology. 
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2. As suggested by the Committee the Department of Heavy In-

dustry is investigating the eases of delays on the part of MAMC in 
supplying essential items of plant and equipment to NCDC. 

3. Govemment has been rendering all possible assistance to the 
coal companies in the pro,curement of iron and steel and at present 
the progress of the project is not hampered 'for want of these essen-
tial items. 

4.,. The development of the Sudamdih Project has been reviewed 
from time to time. According to latest indications geological condi-
tions much more difficuJt than envisaged earlier are being encoun-
tered. It is expected that a production of 3600 tonnes per day will 
be achieved by UIB2-83. Another handicap, under the existing, Coal 
Mines Regulations, is the inadequacy of the designed ventilation to 
sustain a production level of 6000 tonnes per day. A reorganisation 
scheme is being considered at the second phase for augmenting the 
ventilation to tustain a production of fJOOO tonnes per day. 

fl. With a view to sort out the differences on factual matters ex-
pressed by the MAMC and NCDC, representatives of both the O'l'ga-
nisations have been asked to send jointly agreed comments for 
submission to the Committee on Public Undertakings. In this con-
text a copy of this Department's letter No. 5401214'7~AFICPM 
dated 25.3.1971 is enclosed (Appendix IV). They are being continu-
ously reminded to expedite the action taken on the report. 

Becemmendatioa No. 13 (Para No. 3.85 and 3.86) 

The Committee !lote that as against the original estimate of 
Rs. 17.57 crores the Sudamdih Project is now expected to cost 
Rs. 37.98 crores out of which an expenditure of Rs. 33.83 crores has 
alrel¥iy been incurred upto the end of 1973-7.. Out o'f the excess 
of RI. 2.0 crores about Rs. 9 crores is on account of increases in in-
terest, headquarters charges aDd salaries and" wages., higher interest 
due to rise in capital cost and interest rate. This expenditure is due 
to delay in the completion of the ProjeCt. The Committee would 
like Government Corporation to ftnd out as to what extent this 
ema expenditure could Mve been avoided by takmg timely action 
for the procurement of iron and steel material, timely supply of 
equipment by MAMC, setting up of proper orga:nisation with the 
help of Polish Collaboration etc. 
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The Committee also note that according to the revised Project 
Report the PrO!iect was expected to be a losing proposition. The 
Committee are now informed that according to the new system of 
pricing and in view of higher output per manshift obtaining in this 
mine the project might break-even although the Secretary of the 
Ministry has admitted during evidence that even if the loss i. 
there it would not be much because of the prices. 

The Committee are not happy that the Management have not 
been able to correctly assess the profitability of the project but 
are mostly dependent on the high prices. The Committee there-
fore recommend that Government/Corporation shO'Uld re-examine 
critically the profitability of the project, analyse the reasons for 
the loss and take suitable remedial action to reduce gestat,ion 
period, improve production and effect economies in overheads so 
that the project may be in a position to break-even soon. 

Reply of the Government 

The Sudamdih Project has come across extensive Geological 
problems. Needless to say, geological structure of a mine, being a 
natural phenomenon the Undertaking has no hand in reshaping 
it. However, intensive geological exploration according to inter-
national norms was cauied out in the case of Sudamdih under the 
guidance of Polish experts as per Indian-Polish Norms. J~te of 
this unforeseen geological disturbances, such as low angre taults, 
could not be accurately predicted. As a rewlt of these ctisturb-
ances and also as a result of MAMC failing to keepmg their eom-
mitments, inspite of constant pursuance by the Company-eonsi-
derablQ slippages continue to take place in the project as ta'lfulated 
at Appendix V. As recommended by COPU, an attempt was made 
to segrega1.e the avoidable expenditure attributed to the followln. 
difterent factors: 

1. timely action for procurement of Iron and Steel materials; 

2. timely supply of eqUipment by MAMC; 
3. setting up of proper organisation with the help of Polish 

Collaborators; and 

4. adverse geological conditions. 

At! these factors were closely inter-related and inter-dependent, 
it has not been possible to assess the expenditure inCUrre<1 due to 
delay on account of each factor mentioned above. The total ftnaD-
cial impaet of the outlay is being worked out and as lOOn u the 
full data is available, the same would be submitte1 before the 
CQmmittee. 
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In view of the delay in completion of the development work 

at Sudamdih Project, this matter was discussed in the successive 
meetings of the Indo-Polish Joint Commission held in November, 
1973, February 70, January 75, November 75, and June 76. And 
Expert Committee, headed by the Regional Director, CMPDI, has 
also been appointed to examine this project in depth. This Com-
mittee is currently looking into the details of the proj'ect with Cl 

view to re-examini1lg the critical profitability of the project by 
anaiysing the reasons for the loss. It is intended to take remedial 
action to reduce the gestation period, improve production and 
effect economics in overheads, so that the project may be in a 
position to break-even soon. 

Further Reply of Government* 

It had been mentioned earlier that on account of delay in com-
pletion of the Sudamdih Project tne estimated outlay on the pro-
ject has arisen by about Rs. 9 crores. The Committee had desired. 
to find out as to what extent this expenditure could have been 
avoided by taking timely action for the procurement of iron and 
steel material, timely supply of equipment by MAMC, setting up 
of proper O'I'ganisat;on with the help of Polish Collaboration etc. 
In addition to these three factors, considerable delay in the deve-
lopmetlt of the project had occurred due to the adverse geological 
conditions encountered during the development work. It has been 
fO'UIld very difficult to work out the financial impact aue to each 
of those factors. However, rough assessment has been made by 
BCCL that if iron and steel material had been available in time 
there would have been a saving of about Rs. 2.46 crores. Simi-
larly, if the equipment such as main fans, underground battery 
locomotives and sand gathering plant had been supplied by MAMC 
in time, a further saving of Rs. 1.23 crores WO'llld have been possi-
ble. It 'is not possible to assess the extent of an additional expen-
dituI.'e on account of the adverse geological conditions or the sav-
ing if a proper organisation with the help of Polish collaboration 
had been set up. In this connection, it would be appreciated that 
the factors mentioned above were completely beyond the control 
of the company as there was an overall shortage of steel material 
in the country at that time and MAMC had their own difficulties 
in adhering to the agreed time schedule. 

- -------_ .. " - '. __ ._-_ .. _------_ .. _-- ._--_._-_.-
... At· the time of factual verification A'Udit have stated: "The latest 
reply was not received for Vetting". 
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A revised project report is under preparation by CMPDI in 
which measures to improve the production and pace of develop-' 
ment and to effect economies in over-heads will be covered 

[Ministry of Energy (Deptt. of Commerce) O.M. No. fA:OIZ/1/76-
DA, dt. 13-6-77.] 

Recommendation No. 16 (Paragraphs 3.102 and 3.103) 

The Committee regret to note the delay of about 4 yea'l's in the 
development of the Mor.pdih Project. According to the Project 
Report approved by Government in 1965, Monidih Project was 
expected to start production in 1969-70 and reach full production 
in 1973-74. The Project is, however, now scheduled 'to attain full 
production in 1979-80. The period of attaining the rated capacity 
has thus been extended by 6 years. The Committee also find that if 
the Project had commenced production as per origintll schedule the 
management wO'uld have avoided capitalisation of revenue expendi-
ture to the extent of Rs. 7.16 crores which was incurred d-.lring 
1969-70 to 1973-74. 

Delay in the development of the work has been attri1:Nted to 
adverse hydrological conditions met at the commencement of shaft 
tower and slowing down of development work to suit the 
Projected demand of coal. The Committee recommend that the 
various reasons for delay may be gone into by an expert Com-
mittee in order to find out the extent to which each of the factors 
contributed to the delay and the extent to which the delay could 
have been avoided with proper planning and foresight. 

Reply of the Government 
An Expert Committee was appointed to go into the reasons 

for delay in the development of the Monidih project and the extent 
to which the delay could have been avoided. The Committee has 
submitted its report (Appendix VI) which has been examined both 
in Coal India Ltd. and in the Department of Coal. 

2. The Committee has attributed the delay in developmerit to 
two main factors, viz.-

(i) Heavy inflow of water during shaft Sinking operations; 

(ii) Delay in delivery of equipment by HAMC . 

. They have also concluded that if the DGMS had been consulted 

. before the plans were made and if a permanent shaft collar had 
been installed in place of temporary one right from the beginning 
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an estimated saving. of 1! years time might have been possible. 
They have suggested improved geological investigations which 
would help in making a better estimate of the hydrological condi-
tions. The CMPDI is already taking steps in this direction. The 
Department of Coal has emphasised to Coal India Ltd., and its sub-
sidiaries the need to have proper geological investigations as per 
standard practice especially in long gestation projects, where un-
foreseen delays could add to the capital cost considera·bly. 
The companies have also been advised to consult DGMS on the safety 
aspects of the Project before the plans are finalised. 

3. Regarding delays in supply of equipment it may be mention-
ed that it was the policy of the Government to encourage indi-
genous manufacture of mining equipment. MAMC had been estab-
lished for this purpose but as they were manufacturing much of 
the equipment for the first time, considerab1e delays did take 
place. Unfortunately the financial impact of this fell upon NCDC 
also. A suggestion has been made that the loss in this regard should 
be borne from the R&D fund of the Gove'l'nment. This Department 
has not accepted this S'uggestion as the loss on this account cannot 
strlctly faU within the definition of R&D even though it occurred 
because of the effort to establish in the public sector the capacity 
for manufacture of mining equipment in the country. Now 'that 
MAMC is firmly established, CIL is being advised to insist on 
penalties for delayed deliveries of equipment. 

4. The Expert Committee has S'Uggested the formation of sepa-
rate companles for shaft sinking and tunnelling and for mine 
construction. CIL have prepared certain proposals in this regard 
but no decision on this issue has been taken so far. However, it has 
been agreed that the necessary expertise for such jobs as well as 
the eqUipment requi'l'ed for timely completion of these specia-
lised jobs should be built up whether under a separate company 
or otherwise. 

5. 'The Expert Committee has proposed that the menitoring of 
projects should be improved so that delays could be highlighted 
and centres of responsibility fixed. The subsidiary companies in CIL 
responsible for the development of projects have taken up the 
monitoring of the p'l'ogress of construction of projects. The CMPDI 
is also carrying out overall monitoring of major projects. It is 
proposed that the Government should also monitor the progress ot 
important projects so that slippages are noticed in time and reme-
dial action taken to the extent possible. 
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6. In this connection, it may be pointed out again that Sudem.d.ih. 
and l\4onidih projects employed methods which were being tried. out 
in India for the first time and in addition it was also decided. to 
obtain as much of the equipment as possible through in indigenous, 
sources, In a way, these were pioneering projects and the delays 
and losses which have occurred in the development of these two 
projects should not be judged by strictly commercial or financial 
yard stricks, Due allowance has to be given for the inexperience in 
technology. The lessons learnt in the development of these projects 
can serve as a guide for future projects. 

Recommendation No. 21 (Paras 3.144 and 3.145) 

The Committee find that there have been delays ranging from 
4 to 10 years in the development of some of the Projects taken up 
by NCDC during the Third Five Year Plan. The delays were mainly 
on account of the following two factors:-

(i) lack of demand for coal due to slow pace of industrial 
growth and due to delay in the construction and commis-
sioning of Projects to which coal was to be supplied by 
NCDC Projects, suspension/closure of some of the Projects 
was also due to this factor. 

(ii) disturbed geological conditions noticed after the approval 
of Project Reports. 

In the case of Jamuna, Surakachar, Umrer Patherkhera, and 
Jhingurd8h collieries development was delayed on account of lack 
of demand, Surakachar Project was developed to meet the 
requiTements of a coal based fertilizer plant at Korba which had 
been delayed. Patherkhera Project was tied to Satpura Power House 
Station of Madhya; Pradesh Electricity Board the Commissioning 
of which was delayed.. Jhingurdah colliery was primarily intended 
for renukot Power Station of Hindustan Aluminium Company and 
Orba Power Station of Uttar Pradesh State ElectriCity Board both 
of which were commissioned late. 

Serious faults and disturbed geolog~cal conditions delayed the 
Progress of work in the Sudamdih Project. Proving of reserves and 
coal strata was not done with the same amount of prospecting and 
drilling as is generally done in a virgin area in the case of Chalkarl 
('olliery. 

The Committee find that the reasons quoted above were not 
entirely beyond the control of NCDC. Suspension/closure of pro-
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jects on which huge amounts had been incurr'ed and the undue delay 
in case of others could have been avoided with proper planning and 
foresight and by taking adequate precautions. The Committee have 
already stressed the need for making a realistic assessment of demand 
before undertaking a pl'oject. They have also stressed the need for 
entering into firm agreements with bulk consumers such as State 
ElectrJcity Boards, Steel Plants etc. The agreement should include 
a penalty clause to be enforced when the consumers fail to take off 
the requisite quantity of coal as pel' agreement. The Committee 
further recommended that Government Corporation should safeguard 
the interest of the Corporation and ensure that the amount invested 
on the development of collieries does not remain blocked or' prove to 
be infructuous merely because the parties to whom ooal is proposed 
to be supplied fail to lift the coal for one reason or the other. 

Reply of the Government 

The Committee's observatio'ns have been noted. As has been 
reported in the replies to recommendations No.4, 6 and 7, the demand 
assessment is being made in a mOTe detailed manner and reviewed 
periodically. The Coal India Ltd. maintains touch with the linked 
consum4i!rs of new projects and adjustments in the development pro-
gramm.! of new coal mines are made from time to time to the extent 
possible. 

2. The preparation of project reports is now done by the specia-
lists organisation established for the purpose, viz. the Central Mines 
Planning and Design Institute. Hence, it is hoped that the difference 
hetween the projected data and the mining conditions actually en-
countered will be much less than in the past. 

3. The Committee's suggest:on that firm agI'eements with penalty 
clause for failure to take the requisite quantity of coal should be 
entered into would be welcome to the Coal India Ltd. but it will not 
be possible or desirable to insist o'n such an agreement as a pre-
condition to the development of a mine espedally as the consumer in 
almost all cases happens to be another public sector undertakings. 
Further, it may be appreciated that in view of the long gestation 
periods, and other' imponderables, both for the development and 
construction of coal mines and for the setting up of the projects to 
which coal ,is planned to be supplied, pr'ecise matching, in terms of 
time-factor and consumption pattern, is not always possible. It is 
felt that the Standing Linkage Committee in which the coal pro-
clucers, large consumers and transporters as well as the Planning 
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Commissio~1 are represented will be able to effect the desired degree 
of coordinat:on and help to avoid a situation in which a 'tied' coal 
mine remains unutilised for want of offtake or a power house remains 
idle for want of coal. 

Recommendation No. 22, (Para 3.151 to 3.152) 

The Committee note that in the case of 12 collieries out of 34 taken 
up for' development, there were wide variations in the quantity of 
coal On 2 collieries) quality of coal (in 9 collieries) and geological 
structure (in 2 collieries) as indicated in the Project Report~ and as 
actually found. The Departmental Enquiry Committee constituted 
by the Management in October, 1968 attributed the wide variations 
in the geologi::al conditions to: (a) Project reports having been based 
'on a limited date; (b) Analysis having been done on dry basis instead 
of 0 . .1 equilibrated basis; (c) absence of prior tests for strength 
-characteristics due to lack of adequate knowledge and (d) existence 
'Of certain faults un-known to Ind:an Coal fields. Due to these reasons 
the Management did not find any justification for fixing the respon-
si~Jility for defects and deficienc'es on any of the executing agencies. 

The Committee are informed that the Management had already 
taken suitable remedial measures to avoid such possibilities in respect 
of future projects. 

The Committee would like to invite attention to their reommen-
dation in para 3.42 of this Report and stress that Government/Cor-
-poration should go into the various aspects of geological survey so 

-.as to ta\:e suitable measures to accurately assess the quality, quan-
tity and stru-:ture of coal in a particular project to be undertaken by 
the Corporation so that the development of project is not ham pared 
due to variations noticed later. 

Reply of the Government 

Based on the past experience with regard to deviation in the 
tlctual quality of coal and geological structure, compared with the 
dec:phered by process of drilling and geologi-:al interpretations grea-
tt;r care is now taken in terms of control exercised during the process 
of drilling and geological interpretation while drawing up the geolo-
gical reports. The Exploration wing of CMPDIL is in touch with 
the latest developments in geological and Drilling technology in 
other parts of the wortd. Steps are also being initiated to introduce 
advanced technology in our operations. 
'4825 LS-4. 



r 

Geology is' an interpretative science and in spite·· of" detailed explo--
ration, drilling and application of the latest technique of itnterpreta-
tlons" and precautions taken, by the very nature of things some 
amount of deviation in respect of quality of coal as well: as geological: 
structure cannot be ruled out especially when there is geological com-
plexity. Moreover coal seems during their very formation. very 
in quality in different sections in the seems or in different areas ar-
B deposit. Efforts would, however, be continuously made to attaiD 
maximum possible improvement in the te~hniques so that the' 
pitfalls are aVOided, as far as, practicable. 

Recommendation No. 23 (Paras 4.6 to 4.12) 

The Committee find that the year:'wise targets of prodUction dur""' 
ing the Fourth Five Year Plan were fixed lower than the 'built-up 
capacity on account of lack of demand for coal and transport diffi-
culties. They also note that the actual production fell short of tar-· 
gets mainly on account of these very reasons. The shortfall in pro-
duction during 1972-73 and 1973-74 was also due to freqtrent power-
interruptions. The production less during 1973-'M on account of 
lower availability of wagons and frequent power sheddings has beeD 
estimated at about a million tonnes. The Committee . are informed' 
that in order to bring about improvements in power availability. 
continuous coordination is being maintained with the power genera-
ting agencies such as DVC and State Electricity Boards. The re-
quirements of power for the mines from each system are stated to-
have been assessed and on this basis the power generating authorities 
are being requested to augment their capacity. In the opinion ar 
the Committee, it is not enough to assess only the present require-
ment of power for mines. They would like the NCDC to assess the' 
power requirements of the mines (year-wise) for the next 5 to I. 
years and give sufficient advance notice to the power generating au-
thorities to augment their capacity. The NCDC should not also rest 
content with merely requesting the power generating authorities· 
in this regard, but pursue the matter with the respective authorities: 
regularly and if necessary take up the matter with them throng& 
the Coal Mines Authority and the Central Government to make- SUt'e' 
Utat the required aritount of power be~omes available in time. The-
Committee feel that now when power and coal are under the sa~ 
Mmistry, it should not at· all be difficult to bring about effective eo-
ordination between power' generating authorities and the NCDC 
mines and the Ministry should play an active role to ensure that not 
only the existing coal mines are supplied power without intenuptimr 
but the future development of mines is synchronised with the avail'-
ability of power. 
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The Committee are also informed that a close coordination is also 
being maintained with the Railways in order to coordinate the day-
today availability and utilisation of wagons. The detailed proposals 
for modifications of sidings and rationalisation of loading points are 
ltated to be at various stages of formulation and implementation and 
the question of opening of new branch lines is also stated to have 
been taken up with the Government. 

The Committee would like to draw attention to paragraphs 2.31 
to 2.36 of this Report in which they have dealt with the question of 
transportation of coal in detail. The Committee have already noted 
that a high level Committee under the Chaltmanship of the Deputy 
Minister IIf Mines has been set up to look into the probJems ~elating 
to transportation and distribution of coal and have already reiterated 
that as recommended by the Estimates Committee in their 68th 
Report (5th Lok Sabha), concerted action should be taken to see 
that an analysis is made in depth of the transport and distribution 
arrangements and concrete measures taken to ensure that the mining 
capacity and the rail transport facilities are developed hand in hand 
in order to meet rationally and satisfactorily the requirements of the 
users. 

They would also like the NCDC and Railways to finalise early the 
detailed proposals for the modifications of sidings, rationalisation of 
loading points and opening of branch lines and take concrete steps 
well in time to avoid any bottlenecks later on this account in the 
movement of coal from the mines to the consuming areas. 

The Committee hope that as a result of a number of steps now 
bt>ing taken by Government/Corporation, such as proc\1rement of 
plant and equipment in order to bring about mechnisation, large 
delegation of powers to the Managing Directors of different divisions 
and Chairman of the CMAfNCDC for approval of the projects, pro-
curement of rails from Steel plants, imp'foving availability (If wagons 
and of power etc., the Corporation would be able to achieve the year-
wise targets fixed for the Fifth Five Year Plan. 

The Committee also hope that, as observed by the Estimates Com-
mittee in thei'r 68th Report (5th Lok Sabha) since the coal mining, 
power generation, coal minin,g machinery manufacturing organisa-
tions and transport organisations as well as the major consumer's like 
stf'el plants thermal power stations etc. are in the public sector, it 
would be easier to forge effective coordination among all the con-
cerned oI'gan:sations so as to develop the requisite fa~ilities to ensure 
the attainment of coal production targets for each year of the Fifth 
Five Year Plan. 
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The Committee are glad to note that consequent upon the announ-
cement of the Economic Programme by the Prime Minister after the 
proclamation f Emergency, the Ministry of Ene'rgy (Department of 
Coal) have evolved and put into operation a '12-Point Action Pro-
gramme' for further increasing production and productivity in the 
cnal industry. The action programme includes enforcement of disci-
pline for ensuring full time work by all employees, imposition of 
ban on recruitment of workers, redeployment of surplus manpowe1', 
working of mines in 4 overlapping shifts, seven day working of mines 
with staglt(lring holidays for workers, better utilisation of machinery 
and equipment, elimination of payment of fall back wages to the 
workers, weeding out of 'dead wood' among officers, staff and workers, 
enforcement of security measures for wOI'kers, measures to ensure 
law and order and, control of illegal mining welfare measures for 
workers and participation of workers at various levels. . 

The Committee strongly stress that the Govt./Corp. should spare 
no efforts to implement in letter and spirit the '12-Point Act jon Pro-
gramme' in order to improve production, productivity and efficien.::y. 
They would like that the implementation of the programme should 
be regula:rly monitored, fully coordinated at various levels and 'results 
watched through periodical progress reports and reviewed. They 
would also like that senior officers at various levels should be assigned 
WE'll-defined responsibilities and accountability for the successful 
implementation of the programme and Govt./Corp. should render all 
rcssible assistance to them in overcoming the various constraints that 
they m:ght encounter in translating the programme into action. The 
Committee would like to be infonned of the progress made in this 
regard. 

Reply of the Government 

Power Supply:-In the year 1973-74 there was a wide gap in the 
generation capacity and the demand of electrical energy specially in 
the eastern region of the country. All the industries including coal 
industry suffered due to frequent power shedding. The situation 
started looking up from middle of 1975. The situation at present has 
improved to a great extent. 

Soon after the nationalisation of coal industry an assessment was 
mAde of the power requirement for the first five years of the Fifth 
Plan colliery-wise as well as supplying agency-wise, for the entire 
Centr'al Coalfields Limited and perspective planning upto 1984-85 
was also made. Our power forecast for the CeL mines was circulated 
to all the supplying agencies, generating agencies, Miriistry and other 
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concerned organisations. ClL is now drawing up a 10 years perspec-
tive plan for coal in which 10 years' requirement of power is also 
being included. In preparing the plan, participation of supplying 
agencies, generating agencies as well as Central Electricity Authority 
and the Planning Commission is being ensured. 

The company (CCL) is in constant touch with the supplying 
agE:'ncies and with their help it is organising its whole power system 
with a view to have a rational and economical distribution. Discus-
sion and meetings are held with State Electricity Board and Damo-
dar Valley Corporation, frequently to sort out the problems of power 
supply to the Company's establishments. 

As a result of coordination with the different power supply 
agencies, the progress made by these agencies in connection with 
p()wer supply in course of the preceding three years has been as 
fullows:-

Activity 

I. Length of HT Trana-Iine 
drawn/Strengthened by the 
supply agencies for arrang-
ing power supply to the collY' 
of eCL. . . • 

£I. New Sub-stations under con-

BSEB 
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struction II 

3. Total additional KVA 
drawn from the source of sup 
ply • • • 

4:, No. of new sub-station comm-
issioned by eCL 16 

5. Amalgamation of small re-
ceiving points to bUlk re-
ceiving sub-station for better 
utilisation of electrical ener-
gy • 10 

6. Length of transmission line 
under construction by differ-
ent supply agencies • 

7. Because of the efforts put in 
by the supply agencies, the 
loal of production due to 
power failures has been re-
duced considerably. • 

Dve MPEB OSEB UPSEB 

(K.M.) 

6 8 

3000 11000 11000 

75 10 

Synchronisation of mining and transportation activities and early 
finalisation . of proposals pending with the Railways. 

With the object that mining and transportation activities go hand 
tn hand, the Company (CCL) is having close coordination with the 
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Railways. Periodical meetings are held at different levels between 
the representatives 0'[ Railways and the Company. The decisions 
agr-eed to are implemented vigorously. As a result of close liaison 
with the Railways, steps for the following action programme have 
been taken:-

1. Reduction in number of loading points.-Several smaller 
sidings are proposed to be closed down progressively and 
selected loading points are to be developed to handle a 
Jarger volume of traffic. After close examination of the 
subject and discussions with the Railways, the Company 
has agreed' to reduce the number of sidings from 68 to 35. 
Steps for necessary extension/modification of sidings are 
being taken by the Railways. 

2. Mechanisation and ModifiCation Of Loading points for rake 
loading and fOT speedier loadings.-It has been agreed to 
have mechanised loading arrangements at 18 collieries and 
steps are under way. This will reduce the detention of 
wagons at the collieries .. 

3. Installation of 100 tonnes Weigh-bridges.-Additional weigh-
bridges are being installed at two points (viz., Gidi 'N 
Washery and Bhurkunda Private Siding). Besides, instal-
lation of a 100 ton Weigh-bridge has been completed at 
Bachra colliery. Installation of 16 more weigh-bridges, 
10 new Projects has been agreed to and steps are being 
taken to implement the decision. 

4. MOdification of sidings.-6 colliery sidings are being ex-
tended for block Take movement to improve the turn-round 
of wagons. 

5. Branch lines.-Proposals have been submitted to the Rail-
ways for providing five branch lines for CCL ('ollieries 
being developed in the Fifth Plan and early Sixth Plan 
and survey fees have been deposited where necessary. A 
Committee appointed by the Railways had recommended 
ihe modification/extension of 38 sidings. CCL has, after 
proper verification, accepted modification of 25 sidings. 
Action has already been initiated for modification of 19 
sidings. 

Fifth Plan Production Programme 

The company is confident of achieving the yeaI'-wise targets fixed 
for the Fifth Five Year Plan. It has already exceeded the target.s 
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':Of 1974-75 and 1975-76 as will be seen 'below:-

Year Target Actual 
(M. Tonnes) Production (M. Tonnes) 

;"'~74·75 . 

~~75-7fi 

18,@0 

20'35 
- -----,.--"-----------------

" . , .----

Action has been taken for the procurement and supply of inputs, 
increase the production capacrty be ieorganisation schemes and cons-
"truction of new pI'ojects in a phased manner and removal of the 
ordinary constraints to production to ensure that the Fifth Plan 
'targets are achieved. There is better co-ordInation now With, 'the 
rower geneI'at!on, coal mining machinery manufacturing organisation 
and transport organisations as well as the major consumers like 
'power, steel and railways due to which it has been possible to develop 
the requisite infra-structure and facilities to ensure the attainment 

:nf the Fifth Plan targets. 

12 Points ActionPTogramme 
A monthly report is being received f~m the Coal India Limited, 

indicating action taken on each of the 12 Points by CIL and its 
subsidiary companies. These reports are being monitored in the 

'department and necessary follow-up action taken.' At the company 
level the Managing Directors/Chairman actively associate with the 
programme. At the Government level, the Programme is being re-
viewed by the Joint Secretary and the Secretary. The Minister is 
also apprised of the progress reported in the monthly reports. 

'The progress on some of the important items of the 12 Points 
Action Programme is mentioned below for the information of the 

-Committee. 

(a) Overtime allowance has been reduced considerably. 

(b) Total ban on fresh recruitment except for technical hand 
has been imposed. 

(c» 18,486 new houses for workers have been constructed after 
Nationalis9tion and about 16,000 houses are under cons-
truction. 

(d) Population covered by water supply schemes rose from 
2.27 lakhs at the time of nationalisation to 4.39 lakhs at 
ptesent 
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Workers parfcipation in management has been encouraged 
through bipartite Committees at the national level, como. 
pany level, area level and colliery level. 

(f) "Dead wood" among officers and staff have been weeded 
out. 

Recommendation No. 24 (Paragraph 4.18) 

The Committee note that although the actual production fell short 
, of the targets fixed by the Corporation from year to year, the pithead 

stocks in many collieries were more than the nO'rm fixed by the 
Management (Le. 21 days' production). Non-availability of adequate-
transport facilities .was stated to be one of the major constra'nts in 
the speedy movement of coal. While on the one hand certain sec-
tors of industry including Railways were reported to be suffering 
for want of adequate supply of coal, on the other hand there were 
large accumulation of stocks at pitheads causing financial loss to. 
the Corporation. The Committee cannot but express their concern 
at this paradox of scarcity amidst plenty. The Committee do not 
think that restriction of production is the right steps to deal with 
such a situation if there is unfulfilled demand for coal from these 
mines. They would like the COTporation to pay special attention to 
these mines where accumulated stocks of coal have remained very 
much higher than the norms and find out a practical solution to the 
problem of movement of coal from there to the consuming centres 
in close coordination with the Ministry of Railways on a top priority 
basis. As the transportation position is now stated to have improv-
ed even according to the Management and all the coal mines have 
since been nationalised the Committee feel that it should be possible' 
for the Corporation to coordinate the distribution of and movement 
of coal from all the collier'es and to ensure that the pithead stocks 
are reduced and kept within the nonns stipulated. 

Reply of the Government 

The present situation is that the demand for coal by large con-
sumers is being fully met. The steel plants, power houses, the Rail-
ways and other major consumers have larger stocks of coal with 
them as compared to there in the earlier years. As against stocks 
of 3,79,000 tonnes with North Indian Power houses on 1st Apdl, 
1976 the stocks on 1-8-1976 were around 7 lakhs tonnes. Similarly, 
the stocks with steel plants increased from 5,68,000 tonnes to 6,08,0001 
tonnes. 
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Since the demand for coal for certain types have not come up 
according to .. expectations, stocks of such coal have accumulated in 
some collieries in some areas. The building up of stocks in certain 
collieries have been due to the following 'l'easons:-

(a) The absence of adequate/ appropriate transportation faci-
lities. 

(b) Inability of the linked consumers to lift the coal according 
to the requirement earlier indicated by them. 

(c) Accumulation of slack fraction of coal due to reduction in 
offtake of such coal while the steam fraction is sold as such 
or after conversion to soft coke. 

The following steps have been and are being taken to liquidate 
stocks wherever they have accumulated:-

(1) Schemes for providing drawn up transportation facilities 
were and are being implemented vigorously including ex-
tens;on modification of raHway sidings, wherever neces-
S8ory, establishing new railway lines and or railway sidings 
as necessary and building up new roads and repairing 
old ones. The absence of transportation facilities has been 
more pronounced in the collieries taken for over from the 
erstwhile private sectO'1' and it is mostly in such projects 
that the stocks have accumulated for want of adequate 
transportation arrangements. 

(2) Constant efforts are being made to persuade the linked 
consumers to lift the coal according to the demands indi-
cated by them originally. 

(3) New consumers are being located fO'1' linkage with these-
stock holding collieries. 

(4) Periodical exercises are being made to shift the resources 
including manpower from such collieries where offtake is 
difficult and stocks are mounting up, to such collieries 
where saleable coal is being produced. The effort is to 
produce less from these collieries or even to close some 
section of these collieries and to utilise the resources in 
other collieries where coal has market. 

(5) In certain large opencast collieries where the stocks get 
built up towards the end of the last financial year, the coal 
production was restricted and the resources were deployed 
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on overburden removal. The consumers were supplied 
coal partly from the stocks and stock reduction has been 
achieved. The closing stock of 34.74Iakh tonnes at the end 
of March 76 has been brought down to 31.24 lakh tonnes 
at the end of August 76. Thus the stocks have been re-
duced by 3.5 lakh tonnes during the first five months of the 
year 1975-76. 

(6) The matter of matching production with the offtake is 
being'l'eviewed continously and efforts are being made 
by the management to adjust its steps with the changing 
conditions of the market from time to time. 

(7) Steps ate also being taken to enlarge the market for coal 
of different types by way of sUbstitution of oil by coal and 
finding new markets for domestic coal in the rural sector. 

Recommendation No. 25 (Paras 4.23 & 4.24:) 

The Committee regret to note that ever since the Railways have 
started supplying rakes of 20 box wagons each, the production at 

. Kurasia Colliery has been restricted since the bunker storage capa-
city there has been inadequate even to handle the production of 
60,000 tonnes per month against the rated capacity of about 1 lakh 
tonnes. They feel that instead of 'l'estricting production, the Cor-
poration should have augmented the bunker storage capacity as soon 
as this problem arose. They hope that at least now, 'the Corporation 
would take concrete steps to augment the storage capacity and en-
sure that the production is not allowed to suffer any longer on this 
account. 

The Committee were informed that till 1968-69 the transportation 
of rejects and fines was being done through contractor on payment 
of Rs. 3.16 per ton and subsequently this work was done depart-
mentally at a cost of Rs. 4/- per tonne approximately, the annual ex-
penditure being about Rs. 2 lakhs. The Committee note that it was 
only in September, 1974 that a coal handling plant at a cost of Rs. 9.43 
lakhs, which was expected to result in an annual saving of Rs. 3.40 
lakhs, has been installed. They would like the CorpO'l'ation to in-
form the Committee as to whether the plant has actually resulted in 
an annual saving of Rs. 3.40 lakhs as expected and also ensure that 
the working of the plant is done economically so that it may not be 

. an unnecessary burden on the cost of coal. 
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Reply of the Government 

The coal handling plant at Kurasia Colliery with additional bunker 
,capacity was completed in June, 1974. Since then, the production as 
well as despatches ha,ve increased from the leval of 60,000 tonnes per 
month. In 1975-76 the poroduction was 8,29,000 tonnes which worked 
to about 69,100 tonnes per month and this was despathed.· Since 
the nationalisation of the surrounding mines of this area, the Rail-
ways have increased the Composition of the rake supply from 20 
boxes to 30 boxes with facility for distribution under Group Loading 
System to different collieries served from Chrimiri Yard. The posi-
tion has thus improved with the construction of the coal handling 
plant and the Group Loading System. 

The installation of the Coal Handling Plant has saved 300 tonnes 
per month of fine coal which was being wasted earlier. The annual 
saving from the Coal Handling Plant on this quantity of coal is about 
Rs. 4.94 lakhs. 

"The Coal produced and despatched in Kuras1a Colliery during 
1975-76 was 8,29,064 tonnes and 7,08,676 tonnes respectively. 
In addition 60,923 tonnes of coal was also transferred to 
other collieries." 

Recommendation No. 26 (Paras 4.32 to 4.33) 

The Committee regret to note that although commercial produc-
tion in the Jhingurda Colliery started in October, 1968 the Coal 
handling plant was completed only in November, 1971 i.e. after a 
1apse of three years. Even then the plant did not function properly 
due to operational difficulties. Mannual handling of coal involved 
an expenditure of Rs. 72.37 lakhs during September, 1969 to Decem-
ber, 1973. 1 lakh tonnes of coal was manually handled and despatched 
by road from Jhingurdah project due to bottlenecks and constraints 
arising out of the transport capacity of the aerial ropeway. It has 
been admitted by Chairman CMAL that designing of this plant was 
to some extent defective partly because the Corporation did not 
have the expertise in designing such a coal handling plant at that 
point of time and partly because the equipment supplied had not 
come up to the specifications as originally assumed. 

• Audit have stated that the Ministry's reply has not been modified 
keeping in view the following remarks contained in their letter 
No. 1432-CAIU/143-74 Vol. II, dated 7-12-78. 
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The Committee are informed that it has now been possible to· 
minimise the operational difficulties faced earlier and the coal handl-
ing plant is now working to the designed capacity though road trans-
port has on occasions become necessa'!'y not due to the inadequacy 
of the coal handling as such but on account of unsatisfactory func-
tioning of the aerial ropeway of Messrs Renusagar Power Co. The 
Committee hope that no efforts will now be spared to keep the coal 
handling plant working to the designed capacity which has si.nce 
been achieved. 

Reply of the Government 

Manual loading 9f wagons has been completely stopped at Jhin-
gurdah since September, 1975. In fact, the Coal handling plant. at 
Jhingurdah handled 2.072 M.T. during the yea'!' 1975-76 against the 
designed capacity of 1.8 million tonnes, thus exceeding the capacity 
by over 15 per cent. 

Recommendation No. 32 (Paras 4.95 and 4.96) 

The Committ~e are surprised to note tha.t although the single' 
tender received from Mis. Singh Construction Company in December,. 
1968 at 55 per cent above the estimated value for the constTuction of 
19 residential quarters and A.G.M. Office building at Jhingurdah col-
liery was not accepted on the ground of higher quotation, after in-
viting fresh tenders thrice thereafter (July, 1969, October, 1969 and 
July, 1970) the same party was ultimately awarded the contract after 
about 2 years at 95 per cent above the estimated value as either 
there was no other party in the field O'!' no other party submitted 
lower quotations or was considered suitable. If the work had been 
awarded to the same party against their offer of 55 per cent above 
the estimated value in Decemb~r, 1968, there would have been a 
saving of Rs. 2.43 lakhs with reference to the work actually executed 
by the contractor. The Chairman, CMAL admitted during evidence 
that when the single tender was considered in December, 1968 the 
Management should have gone into greater depth and decided 
whether 55 per cent above the estimated value was reasonable or not. 

The Committee are constrained to observe that lack of an in depth 
examination of the tender originally received and lack of decision at 
the proper moment has resulted in an avoidable expenditure of 
Rs. 2.43 lakhs. The Committee expect that the Corporation should 
learn a lesson from this experience and take suitable meaS'Ul'es to 
avoid such situations in future. 
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Reply of the Government 

The company is now taking all ca'1'e to prevent increases in cost 
,due to repeated tendering or delays in acceptance of tenders and 
award of work. The management has issued appropriate instruc-
tions to all cQncerned. 

Recommendation No. 33 (Paras 4.100 & 4.102) 

The Committee are surprised to note that systematic recards in-
dicating standard utilisation as assessed by the Management and the 
actual utilisation of some of the heavy earth moving equipments such 
coal haulers, dozers, garders and cranes etc. were not being maintain-
ed by the Management. Till July, 1972 records showing cause-wise 
:analysis of idleness of the heavy earth moving equipments were also 
not being maintained. The cause-wise analysis made from August, 
1972 did not cover all types of eqUipment. The committee are inform-
ed that basic records for controlling effiCiency of each individual 
equipment had been maintained but records indicating utiIisat=cn and 
.cost analysis were not being maintained by the Management. 

The Committee need hardly stress the need for maintaining pro-
per records of utirsation of equipments in order to accurately al'sess 
the actual utilisation of heavy machines as against their expected 
performance and the detailed reasons for the idle-ness of the machines 
'So as to enable the management to take remedial measures at the 
appropriate time. The Committee recommend the entire matter re-
garding maintenance of proper records of utilisation of equipments 
should be reviewed and standard procedu'l'e for recording their day 
to day utilisation evolved to enable the Management not only to 
know the extent of their utilisation but also to take timely measures 
to achieve their optimum utilisation. 

The Committee also find that the actual utilisation in case of some 
-of the machines was as low as 20 per cent of the standard utilisation. 
The Committee recommend that the reasons for abnormal low ut1lisa-
tion of these equipments should also be investigated in order to take 
'suitable remedial measU'res. 

Reply of the Government 

(a) Systematic records indicating standard utilisation and actual 
u,tilisation of heavy earthmoving machinery 

Systematic records of performance of all heavy earthmoving 
machines are being maintained in the collieries. These records 
include:-

(i) log book of each machine; 
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(ii) daily production report. 

(iii) shift allocation register. 

2. The equipment utilisation is checked by the supervisory per-· 
sonnel daily and steps for preventive maintenances and prompt at-
tendance to break-downs are taken. Forthingly reports are obtamed 
by the Headquartets where the actual performance is compared with 
the standards laid down in respect of drag lines, shovels, dumpers, 
and dozers. 

3. The Committee has observed that norms of utilisation have not 
been laid down for certain types of heavy earthmoving mechlnery, 
namely, coal haulel's, dozers, graders and cran~s. In this connection, 
it may be mentioned that coal hauler, being a type of dumper, is 
included among dumpers for which norms and records of utilisat'on 
exist. As regards dozers, the maintenance of records of utilisation 
has been systemahzed kom August, 1972. Cranes and grad('rs are 
auxiliary ma:::hint's rendering service in maintenance and operat:.on 
of the primary earth-moving machinery as and when required and 
their utilisation is of an irregular natU're. Hence an analys18-of 
their utilisation is not necessary for the purpose in view. However, 
basic records showing their working hours~ break-down hou'l"S and' 
idle hours are maintained to enable the management to know the· 
position and to take suitable remedial measures when necessary. 

(b) Review of maintenance of records Of utilisation and standard 
Procedure 

4. A committee had been formed by Coal India Ltd. on 4-12-75 t() 
review the present system of computing availability and utilIsation' 
and to revise the norms, whenever necessary. This Committf'e has 
completed the basic studies and its report is under preparaHon. 

(c) Reasons for low utilisation and remedial Measures 

~. The main reasons for low availabi.lity and utilisation of HEMM 
have been investigated and have been found to be as follows. Reme-
dial Measures taken are also indicated against each : 
I. Inz.dequate availability of parts, eS,>e:iall:' 

import~d. 

(i) 50 to 60% of the total requirements of spares were rc-
quir('d to be imported while availability of foreign 
exchange was scarce. 

Adequate provisioning of spares 
i~ now being done. 

Adequate foreign exchange has 
been arranged. Import of 

critical itt'n18 of spares as 
required is also being arranged 
through foreilpl exchange 
imprest held by the Ministry' 
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(ii) Inadequate development of indigenous technology 

2. Standardisation of HEMM could not be achieved 
because machines were to be purehased from different 
countries, keeping in view the availability offoreign 
exchange resulting in introduction of several models 
ofmachincry with a large number of items ofspares 
to be imported and maintained. 

Apart from developing spares a' 
Barkakana workshop where 
4000 nOi. of small and large 
important items have already 
been developed, entrepreneun 
are being encouraged for indio 
genous development of anum· 
ber items like oil seals, tooth· 
points, friction materials, 
filters, rubber goods etc. 

Standardisation has made progress 
as machines like shovel~. dumpl. 
ers and dozers are available 
from indigenous sources like 
HEC and BEML. 

6. Additional steps as enumerated below have been taken to im-
prove operational and workshop and maintenance facilities in the 
field resulting in better availability and utilisation at various Open-
cast mines in CCL: 

1. Strengthening of maintenance arrangement. 

2. IntToduction of three shift maintenance. 

3. Modernisation of unit workshops. 

4. Provision of sna·cks during fffin hours at working site. 

5. Provision of float assemblies and float engines. 

6. Training of operators, Technicians, Supervisors and Man-
ageors. 

7. 'Setting up of service stations by the suppl:ers of equipment. 

8. Improvep-lent of working conditions like provision of ade-
quate lights and better haulroads. 

necommendation No. 34 (Paras 4.109 & 4.111) 

The Committee find that out of the 41 dumpers imported from 
USSR in 1966 for use in Manikpur Col1;ery, only 3 dumpers a .. e in 
use at present. Most of the dumpers have done only 4000 hourf; as 
against the normal span of 10,000 hours. The total written down 
value of these machines amounts to approximately Rs. 4-4! lakhs after 
allowIng for the scrap value. The Committee are infO'l'tned that poor 
performance of the dumpers was noticed only after the warranty 
period was over and hence no claim could be raised on the !;uppliers. 
Even the spare parts M'e not now available as the dumpers have 
gone olLt of manufacture in USSR. The Committee feel that the 
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matter regarding the poor performance of dumpers should have been 
taken up with the suppliers immediately after the defects were 
noticed even if the warranty period was over so as to seek their as-
sistance for rep are/modification of dumpers. 

The Committee recommend that the Corporation should comider 
the feasibility of carrying out suitable modifications to the dumpers 
with the assistanc:e of Bharat Earth Movers and Mining and Allied 
Machinery Corpor&.tion Ltd. so that they could be usefully deployed 
in other Public Undertakings. 

The Committee need hardly stress that the Corporation should 
keep themselves constantly in touch with technical advancement In 

the field of mining' machinery in advanced countries. They would 
also stress that while placing orders for machinery from other coun-
tries, provision for the procurement of adequate stock of &pare parts 
should be made in the agreement itself so as to obviate imported 
machinery remaining unutilised for want of spare pa'l'ts. 

Reply of the Government 

The Company has reported that the USSR manufacturers did not 
show any interest in repair/modification of the dumpers. They had 
also contaced several local firms to help them in repai'l'ing/mod;fylng 
the dumpers but they have not been able to do so. A committee has 
since been appointed to study expenditure on repairs/modification 
for each dumper and to ascertain as to how many can be brought into 
use by cannibalisation. 

With a view to avoiding any lose on account of non-availability 
of spare parts of dumpers imported f'l'om USSR, provision of warrant-
Iy spares is being made as to same time as placement of orders for 
the machinery. Contracts are also being entered into for covering 
the requi'l'ement of initial set of spares at the time of placement of 
orders. It has also been decided that orders for spare parts to the 
extent of 5 per cen t of the value of the machinery would be plAced 
with the indigenous suppliers like Mis. BEML at the time of place-
ment of mpply orders for the equipment. 

The corpO'l'ation is up-dating the knowledge of technical advance-
ment in the field of mining machinery in advanced countries by 
taking the following action. 

(a) Teams of technical persons are being sent to different coun-
tries to obtain advanced knowledge in the field of mining machinery. 
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(b) Tra'ningcourses are being arranged with technical experts 

from ab'l'oad visiting this country. 

(.c) Technical literature is being obtained to keep pace with the 
,advancement of t~chnology in mining machinery. 

Recommendation No. 35, (St. No. 4.125 to 4.130) 

The Committee regret to note that the Corporation has not so 
'far Jaid down any norms for the utilisation of machines purchased 
for under-ground mines. The Committee fail to understand as to 
how the Corporation is able to judge and evaluate the actual per-
formance of these machines in the absence of such norms. The 
Committee hope that the Management would now lay down norms 
keeping in view different mining conditions prevailing in the mines 
in which these equipments are being used. 

The Committee find that 19 shu~tle cars and 29 ,loaders valued at 
Rs. 72.70 lakhs were progressively received in workshops during the 
year 1970 to 1972 for repairs but could not be repaired due to non-
availability of imported spare parts from USA expe~ted by October, 
1971 and later with-held by them. It has also not been poss:ble to 
mamifacture all the needed spares indigenou3ly. The Committee 
also find the.3 shuttle cars, 18 loaders valued at Rs. 25.65 lakhs were 
previously layIng in store. It has now been stated that 3 shuttle 
-cars 'have since been deployed. With the nationalisation of private 
sector mines the Corporation feels ·that it should be poss:ble to deploy 
,819 loaders also in other mines. 

The Committee fUrther note that 2 continuous miners valued at 
Rs. 15 lakhs were imported from USA in April, ]964. On account of 
working conditions causing frequent 'failures, inadequate availability 
't)f imported spares and unsuitability of indigenous spares, the 
machines could only be partially utilised during July, 1965 to Sep-
tember, 1968. This model may now be completely outdated in the 
'COuntry of its manufacture and difficulties in complete overhauling 

··this equipment are therefore, foreseen. 

The Committee recommend that all aspects relating to the pur-
·chase under-utilisation/idleness/non-repair of the equipment due to 
non-availability of import/indigenous spares should be thoroughly 

. investigated in order to see whether all the safeguards which out to 
.·have been taken in regard to. the procurement of spare parts at the 
time gf their import were in fact taken and to determine what further 
~·sa.feguards may be taken in this regard to avoid such situations in 
'the future. 
~LS-5. 
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The Committee also recommend that a committee of technical' 
experts may be set up to examine each such machine carefully in 
order to identify those machines which can be used after repairs or 
replacement of defective parts, obtainable indigenously or' from 
abroad, and thereafter repairs to those machines may be carried out 
under expert supervision and the machines used in the mines of 
NCDC/CMA 01' elsewhere. Now when the coal mines have been 
nationalised and many more mines have been placed in the public 
sector, the Committee would l:ke the Corporation to examine whether 
these might be found suitable. The Committee would also draw 
attention to their earlier recommendation made in paragraph 4.106 
of this Report and reiterate that the possibility of suitably modifying 
these machines with the assistance of Bharat Earth Movers or Mining 
and Allied Machinery Corporation and their utilisation in the collier-
ies or in other public sector undertakings should be explored. As 
regards, machines which are found irrepairable because of want of 
spares, the Committee would like that Government/NCDC should 
through the Bureau of Public Enterprises explore the possibility of 
their disposal to other public sector organisations. Before condemn-
ing any of such apparently irreparable machines, NCDC should ex-
amine whether it will not be worthwhile to d:smantle some of the 
ir:eparable machines in order to utilise their parts in the repair jobs 
of other machines. 

The Committee find that in the past the Corporation had to im-
port machinery and equipment from different countries with the 
rest they now have various types of mach:neries and equipment for 
similar jobs in different mines. They note that this has created 
problems in regard to the procurement of spare parts and mainten-
ance particularly when the machines be:oome obsolete even in the 
country of their manufacture. The Committee, therefore, strongly 
feel that Government/Corporation should seriously consider the ques-
t:on of standardising the mining machinery and equipment so that 
the types of machines and equipment in use in the mines are reduced 
to the minimum and the problem of finding spares for' them is resolv-' 
ed. The Committee also recommend that concerted measures should 
be taken to manufacture such standardised machinery and equipment 
indigenously as far as possible so that the dependence on imports of 
such mach!nery is ministored, if not altogether eliminated. They alsO' 
recommend that close liaison should be maintained with Mining and' 
Allied Machinery Corporation and Research Institutions to effect. 
improvement in designing and manufacture of machinery in the in-
terest of higher production at less cost. 
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Reply of the Government 

(a) Development of norms for utilisation of underground machinery 

Norms for utilisation of all the machines working underground 
have since been developed. These take into account broadly the 
mining conditions prevailing in the mines in which these equipment 
are employed. 

(b) Investigation into purchase, under-utilisation, idleness and non-
repairs of equipment. 

Investigation relating to the purchase/utilisation etc. of the equip-
ment due to non-availability of imported/indigenous spares etc. was 
made by a Committee (Appendix VII) set up for this specific purpose~ 
which consisted of the Controller of Accounts (Internal Audit), 
CentI'al Coalfields Ltd. and the Additional Chief Mining Engineer 
CMPDIL. The Committee after examining the issue in depth have 
come to the con:,lusion that the management did not keep the im-
ported machineries under-utilised, rather it judiciously sold some 
of them to other public undertakings to meet their requirements 
against replacements, while the other's were kept in the Central 
Workshops. " The detailed conclusion of the Committee is at 
page 2 of their report. It will be seen therefrom that the continuous 
miners are now likely to be put to use again. 

(c) Examination of idle mochinery with a view to rehabiUtate and 
utilise them 

A committee of technical experts consisting of the Chief Engineer, 
(E&M) , CCL and Senior Design Engineer, CMPDI was constituted to' 
examine each such item carefully in order to identify those machines 
which could be used after repairs/replacement of defective parts 
etc. This committee came to the conclusion that except for 70 HP' 
550 V flameproof motors no other equipment or spares could be put 
to economic use and that, therefore, there was no other course left 
for the company but to disrose them of at the best value they could" 
fetch. Instru:-tions have been issued for utilisation of the 7{) HP, 550 
V Flameproof motors as recommended by the Committee and also' 
for the disposal of the equipment I components through normal proce-
dure of d;sposal. Under the normal procedure of disposal before put-
ting such items, on list of inventories to be put to public-auction, a-
reference is made to other subsidiary companies of the Coal India 
Ltd. and also to the other' Publi: Enterprises and G~vernment De-
partments when no such organisation shows interest, they are put tOo' 
auct:C\D find sold. 
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«d) Standardisdtion of equipment 

The task of evolving standard specification for underground equip-
ment as also standardis9.tion of power motors for' various types of 
'haulages, conveyors and locomotives etc. has been entrusted to the 
CMPDI so that, with the participation of all the coal producing 
1!lubsid:aries of Coal India Ltd., they may make a detailed exercise 
and draw up standards. The CMPDI has already taken up this exer'-
-rise. This work requires detailed analysis with refere~e to each 
type of machines being use. As soon as the study has been .completed, 
it is expected that it would be possible to standardise the equipment 
·and machinery w~th a view to reducing the type of machines and also 
resolving the pI'oblem of pending spares for them. 

Alongwith the detailed exercise of the CMPDI, standardisation of 
. ma~hines is being done by Coal India Ltd. and the subsidiary coal 
.companies, while placing orders for d'fferent types of machines used 
.underground and on the surface. 
,(e) ImproVl!ment in design of equipment 

FOt' the purpose of keeping a close liaison and coordination and 
. also for manufacture of machinery after incorporating imrrovements 
·.in designs and w:th a view to achieving higher produ'tivity at lesser 
,-costs, ~eparate committees CMPDI and Mis HEC and CMPDI have 
':since been formed. Impl'ovement in design, based on experience, is 
. .8 con tinuous process to be adopted by manufacturers, which the two 
',committees are keeping in view during their deliberat:ons. 

Recommendation No. 36 (Sl. No. 5.12 to 5.19) 
The Committee note that in some of the collieries under com-

mercial production the number of men employed was more than the 
number indicated in the Project Reports Or the assessment made by 
,the Company's Planning Department although the ec~ual pro.duc-
tion in these collieries was far less than that envisaged in the Project 
,Reports. The Committee also note that a Committee of Seniot 
'Om'ers appointed by the Corporation in November, 1968 to review 
·the manpower position in NCDC collier:es examined only 11 out of 
. 34 collieries which were being run by the CorpoI'ation at that time. 
'They did not examine 21 old collieries on account of non-exis~ence 
..{jf Project Reports, Another 3 collieries were not examined as the 
'Project Reports in J'espe::t of these collieries did not indicate the 
break-up of manpower for operation maintenance etc. nine more col-
lieries were excluded from the purview of its study as these were 

..either in the initial stage of development or had recently gone into 
commercial production. Only in respect of two collieries the Com-
mittee of Senior Officers felt that the excess staff was due to devia-

·tions from the working conditions and the method of working pro-
vided for in the Project Report and unsatisfactory level of producti-
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vity of workers etc. The Committee regret to observe that instead o{ 
making anE.i.ssessment of the different types of jobs as required under 
the terms of reference, the Committee of Senior Officers merely re-
commended that scientific studies should be made to establish norms 
and bring about a saving in manpower. The Management also held' 
the view that the task could be undertaken by a well-equipped in-
dustrial Engineering Department. 

The Committee are surprised to observe that Committee of Senior 
Officers appointed by the Management to examine the q,uestion of 
manpower etc. came to the conclusion that "they were not able to do 
the job." They are constrained to observe that it is a sad reflection 
bOth on the Management wh:ch appointed the Committee and the' 
"Senior Officer" who constituted the Committee. This only resulted 
1n delay in the task of assessment of actual requirement of man-
power as against the existing deployment and assessment of normS'-
for different types of jobs in all the collieries in order to bring about 
sav':ng in manpower. ---The Committee need hardly stress that the employment of sta1£ 
in excess of requirement not only means payment of excessive wages 
and salaries but also results in low productivity, high cost of produc-
tion and labour troubles. They, therefor'e, recommend that adequate-
steps should be taken on a top priority basis to reduce the staff Dr 
Sayal 'D' and Bachra Collieries where it has been established that 
the existing strength is more than the actual requirement. The Com-
mittee also recommend that scientific studies should be carried aut 
urgently in all other collieries through the agency of Ind~strial Engi-
neering Department or some other competent body in order to esta-
blish norms, assess the actual manpower required as against the man.:. 
power deployed and bring about saving in manpower. 

The Committee are deeply concerned to note that the alternative 
utilisation of surplus manpower was reported to be generally poor 
on account of lack of inter-job mobility imposed on all industries. 
particularly the coal industry, by the psychological barriers creater 
through the various awards or inappropriate interpretation thereofW. 
As a result, while there was surplus manpower in certain categories, 
casual labour and/or temporary workmen were also being employed 
concurrently. The Committee re~ommends that the scientific studies 
into manpower deployment recommended hereinbefore should also 
cover the factors hampering alternative utilisation of surplus man-
power and suitable schemes devised in the light of the studies to and 
this unhappy state of affairs in the collieries. The Committee aJscI. 
recommend that recruitment of labour should be such that tIre' 
labour could be used as multifunctionaries to avoid excessive labour 
and to secure increased productivity. 
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The Committee regret to note that though the Industrial Engi-
neering Department was established as far back as 1962, it is not fully 
,.equipped even now. This Department recommended certain incen-
tive schems which were introduced in 1964-65 in a few collieries in 

. Bihar. As the incentive scheme did not work satisfactorily it was 
not introduced in other collieries. The Committee recommend that 
:the Industrial Engineering Department should be adequately stren-
:gthened with competent personnel so as to be in a position to carry 
.out the job-analysis in a scientific manner. The incentive schemes 
~already introduced should also be reviewed in order to find out the 
'lacunae, if any, and modified so as to ensure that the schemes im-
prove efficiency of workers and result in higher productivity. 

The Committee would "like to draw" the attent;on of the Manage-
ment to the new dynamism awakening which have been infused in 

;J;he national life afi..er the proclamation of emergency which has 
.created an alround realisation of the need for harder work and 
greater production. They recommend that the ma,nagement should 
take advantage of the new atmosphere and fix norms of production 
within 3 month provide inbulit incentives for production in wages 
.and introduce such other measures as would bring about increase 
in production and decrease in cost of production. 

'The Committee also recommend that Government should ensure 
that in new ventur€s or expansion projects to be undertaken here-
after the manpower does not exceed the limits laid down in the 
DPR and in case It becomes absolutely necessary, prior approval of 
the Board of Directors should be taken in cases of excess of man-
powe'r over the limits laid down in the DPR upto a limit of 10 per 
cent and beyond that of the authority which approved the DPR. 

The Committee would like that the question of manpower should 
be a standing item for review by the Management at the Board mt'et-
ings and also by the Government and the position regarding utilisa-
tion of manpower should be explained in the Annual Report of each 
Colliery and also reflected in the Annual Report of the CorpO!'ation. 

Reply of the Government 

(a) Regarding manpower 'in Sayal 'D' and Machra Collieries 

The strength of these two collieries has been observed by the 
Committee on Public Undertakings to be in excess of the Project Re-
port provis'on, 'file 'reason for this has, a.ccording to the Manpower 
Committee of the erstwhile NCDC in their report (July, 1969), been 
deviations in the working conditions and the method of work from 
those provided for in the project reports and unsatisfactory level 
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'<If productivity of piece-rated loaders etc. (vide para 5.6 of the 
COPU's Report under reference). 

Position in Sayal 'D' Colliery: 

2. Subsequent in-depth study into the manpower deployment posi. 
tion of Saya! '0' colliery, with the object of ensuring their optimum 
utilisation under the conditions actually met with, was carried out 
by the Industrial Engineering Department in COO'l'dination with the 
Production Department of C.C.L. in June, 1972. In their report, it 
has been brought out that for a production of 4.32 lakh tonnes per 
annum, the requirement of different categories of persons altogether 
was 2522, against which the actual strength of men was 25afl. Man-
power studies by a similar committee were again carried out in this 
colliery in July, 1974 and it was found that for a production of 5.40 
lakh tonnes, the manpower requirement was 3058 while the actual 
'StTength was much less than this. And, in the year 1975-76 actual 
production of 5.70 lakh tonnes was at-tained while men on roll were 
-around 3050. 

3. At this COllif:lY, an Industrial Engineering Cell has been operat· 
ing on regular basis for carrying out studies with regard to manpower 
deployment so that adequate control in this regard is constantly 
<ensured. As a result, there has been significant improvement in 
production and O.M.S. in this colliery during the preceding years, 
as may be been from the statement below:-

---------- -----
Period Prodn. in No, of O,M.S 

lakb employees 
tonnes 

--_._. 
~.----

1972-73 4'45 2568 0'64 

1973-74 4'48 27 18 0'62 

1974-75 5'06 3066 0'65 

1975-76 5'70 30 '39 0' 72 
------_.- -_._-----

Position in Baehra Colliery: 

4. At Bachra Colliery, manpower studies were carried out by 
Manpower Committee, consisting of the officers from the Industrial 
Engineering and Ji."oduction Department in July, 1972. They found 
that for n production of 2.50 lakh tonnes per annum, the total mnn-
power requir(!m~nt in the existing conditions was 1412 (attending) 
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while the totall't~quirement was 1593 (on roll) including'the abscntees 
on ground of sickness or for other reasons. An Industrial Engineer-
ing Cell has been operating on regular basis in this colliery with a 
view to keeping a constant watch on the ut'lisation of manpower-
vis-a-vis the norms established and review from time to time. In 
fact, during ~ub~equent years, on account of the wO';kings of this c0l-
liery bE.'coming more extensive and for achieving higher pl'odu.ct'oD. 
well in excess of 2.50 lakh tonnes per a'nnum, on the basis of the 
Indu<;trhl Engineering Department studies, more men had to be ta~ 
on the roll of the colliery. This has) however, 'resulted m signifie:mt 
lmprOVemei1t in production and C.M.S. as may be seen from the-
figures below:-

Period 

., --'-i 
1972"73 

1973"74-

1974"75 

1975"76 

-'---_ .. _-------
Pradn. in Perso:mel r a.M.&. 

lakh strength. 
tonn!'" 

-----
2'40 1564' 0'54 

2'7 0 19'20- 0"59-

2·65 19o()o 0-58 
~'27 1-99* 0'68 

-------- .. ------ -------_._--
(b) Re: Scientific studies in manpower in all other collieries fmCl 

bringing about saving in manpower 

5. With tIle object of carrying out scientific studies in order to, 
establ'sh norms, to m,~ess the actual manpower required as againrt 
the manpower dEployed and to bring about better utilisation of man-
power, a n~ manpower Committee consisting of membe:,:,3. fram tI2 
Industrial Enginel'rjn~, Personnel and Production Department, "F.IS 

constituted in ]972. The methodology adopted by the Committee \r04 
based mostly (,n the norms evolved by the Industrial Engineering 
Department and partly on analyfcal estimates the based OR past 
experience. 'l'!'"lis Committee has already completed its studies in 
respect of 11 collierie~. Work Study Programme by tbf: Industrial 
Engineering Depa'l'tment is a regular feature and is pres::ntly beinjl 
carried out at 7 opencast mines. Some studies regarding productioD. 
norms have been undertaken at 4 other collieries al!1o. 

6. After rlationahsation, an assessment of the manpov,rer of aD 
the taken-over colliories has been taken up by a committee consistiDg 



of rCp'tesfmtatives from Personnel, Finance and Produ;:t]')ll Depart-
ment. This Commiaee has already completed its study in most 
of the collieries. While doing so, the productivity Lo be achieved 
has been ~:lipi.lja1ed and the norms developed by the Indufi~rial Engi-
lleermg Department and analytical estimates based on experience 
have hen Ii-cpt in view. It has been found that there are, in fact, 
no surplus men, but there have been under-utilised piecerated petson-
nel in many of the cltllieries. The following steps have been taken 
for better utilisation of such under-utilised piece rated workmen and 
bringing about reduction in manpower:-

(i) New l'ecl'uilment has been totally banned except in 'res.-
pect of stn.tutory and key personnel, who cannot be obt:lin-
ed from within the Organisation. 

(ii) A major stet- has been taken to make inter state transfer 
of the under-utilised workers in one unit to other UJl'ts 
where theiT services are needed. In the course of the pre-
ceding one year, about 2300 under-utilised workers have 

I been transferred to the units in other Areas and about 6500 
W01':'kl1en have been transferred/adjusted in the units lying 
the sttme Area W!le'le their services are better utilised. 

(iii) Underutilised/surplus workers are imparted training on 
other jobs including semi-skilled jobs and absorbed against 
requirement o,f personnel for jobs for which they are 
trained. 

(c) Regarding inter-job mobility 

7. With regard to the problem of inter-job mobi1i~y a'nd work-
nwn's working us multi-functiona'ries, the subject was taken up when 
the llcgotiations were conducted at the industry level during the 
years 1973 and 1fl74 between the trade un~ons and the management 
in coal industry. But, due to the resistence of the unic:ns not much 
headway could be made. Their contention was that introduction of 
the &ystem of mul1:ifull('tionaries would reduce employment potential 
'in the industryicountry. However, these matters are constantly 
under discur,sion wi1h trade Union to obtain their agreement. 

8. Despite the factors mentioned above, the management has con-
tinued efI'orts to enforce inter-job mobility as will be seen from 
below:--

(i) With the ('onsent of the local trade unions, experiments for 
using wcrkers as multifunctionaries has been started at-
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Gidi Pilot mine where longwall method of mining with 
sub-level caving has been introduced. Such s!lstem is also 
in the process of being extended to the Scraper Mining 

'Section, recently started in Saunda 'D' colliery. Depending 
on experience gained, this system will be extended to other 
mines wherever the conditions are favourable. 

(U) Even among the piece-rated categories there are several 
types with different work loads and wage rates. Wherever 
any additional piece rated workers are emplo~'ed in future, 
st;pulations will be made that they will be required to 
carry out any piece-'l'ated job as may be given to them by 
the management from time to ti.me, subject to payment 
of wages as will be applicable to the particular job; and 
efforts will bt! made to make the trade unions to accept 
such a sy~tem. In fact, in the appointment letters issued 
to the piece-rated workers in Kedla-JharkQand grO"..tp of 
collieries (when these collieries were taken-over for man-
agement in accordance with the interim decision of the 
Supreme Court) a stipulation of this type was made. 

(d) Re: Strengthening of Industrial Engineering Department and 
review Of earlier incentive schemes 

9. A scheme for strengthening of the Indusm-ial Engineering De-
partment has been approved by the Management to enable the De-
partment to carry out job analysis in a scientific manner. The in-
centive schemes introduced earlier were revised in June 1975 in the 
wake of introduction of new wage structU're. Some changes have 
been made in the starting index at which the workers will earn in-

, centive and the rates of payment have been suitably modified. The 
revised incentive scheme has received acceptance on the part of the 
workmen and has shown encouraging results. The revised scheme 
has increased the labol1'1' index by about 25 to 50 per cent in the fol-
lowing units of the company: 

Opencast mines: Gidi A, Gidi.C, Kathara, Kargali, Bokaro 
Jhingurda. 

Underground Mines: Sayal-D and Bachra. 

Central Workshop: Barkakans. 

10. In the pre-incentive period, labour productivity index in the 
above units i'anr,ed from 30 to 45 per cent which as a result of the 



revised incentive scheme and other management inputs has improv. 
1'!dto 8- figure of r.bcut 50 to 65 per cent as shown below:-

Name of'Unit 

Kathara 

Bokaro 

Kargall 

Gidi-A 

Gidi-C 

Jhlngurda 

Sayal-D 

Bachra 

Machine Shop . 

Foundry Shop 

Smithy Shop . 

Structural shop. 

Tyre Shop 

._-----------------

------- _ .. -.. ----
Pre-incen- Present 

tive index 
index 

50 70 

40 66 

40 ~7 

45 5~ 

40 53 

45 63 

40 55 

40 42 

25 86 

26 88 

17 96 

29 49 

129 22 

{e) Re: Fixation of norms of prodltction providing in-built incentives 
for production in wages 

11. Norms of production for twenty typical conditions as prevail~ 
ing in mechanised opencast mines and underground mines have been 
worked out by the Industrial Engineering Department. Besides, 
based on time and motion studies in specific conditions, norms for a 
large number of conditions have also been evolved and such norms 
are being evolved and reviewed on a continuing basis. 

12. Based on the norms evolved by Industrial Enginee1'Ing studies 
for different opencast and underground mines of the company and 
partly with the help of analytical estimates, based on past experience 
ar.d also taking into account the limitations imposed by off-take posi-
tion of coal, the norms of production for all the producIn~ units Are 
fixed and reviewed by the Production Depaortment from time to time. 

13. Besides, tne incentive schemes based on time and motion 
studies wb1ch are in force in q;lany of the opencast and underground 
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mines in the company, such schemes are proposed to be 'lltr;:duccd 
shortly in Dakra-Hl.lkbuka, Jayant, Gorbia and Bina opencast mines 
and Sunda-D (scraper mining proje.:t). A p'l'oductivity / prvriuction 
in;:entive schem~ for motivation of the workmen in Kargali Washery 
has also bpen approved recently by the Management. While the !D-

centive schemes in mechanised coa1 handling plant for workmen in 
Gidi-C and Jbingurdah are already in operation, s~milH'r s~he.l1c is 
also going to be introciuced in Sayal Coal Handl'ng Plant. In other 
mines, whic'h r.re Hot mechanised, there is a system of payment to 
piece-rated workers, including face loaders as well as wagon loaders 
depending upon the actual job done by su~h workmen, This itself 
provides fo·l' in-built ill cent ve in wages for better perrorm:=mcc. 

14, Incentive in-Luilt in wages, have also been introduceci nn 
ad hoc basis in Gidi Pilot mine. The results thereof are to be watch-
ed before such 5y~tem is extended to other mines. For the success 
of the above 1Dcentive schemes, it is essential to provide study /un-
restricted work opportunities to other workmen cove-red under these 
schemes and for this purpose, Industrial Engineering Department is 
carrying on regular \\·o'l'k study programme to analyse the bottle-
necks and suggest re!11edial measures. 

15. Besides implementing and introducing the val'iou" incent;ve 
schemes, the following other measures have been introduced for 
bringing about increase in production and decrease in cost of pro-
duction:-

(i) Working of mines in 4 overlapping shifts of 8 hours each so 
t11at no time is wasted at the coal face, especially when 
the worki.lg forces are quite far away from the mine 
entrance. 

(ii) 7 days' \o:o:rking of mines with staggered holiday~ Ior W(;t'-

kers :-;0 that the mines work continously 07. all days of the 
vlcek, while each worker has to work only for six days 
in a Y/eek. 

(f) Re: Limits of manpower in the case of new projects 

16. The Committee's recommendation is accepted. Instructions 
are being i!'sucd to eeL and to the other coal companies that the 
manf.Jow€·{ limits prescribed in the DPR should not be exceeded in 
future except with the approval of the Board of l'lrectors, if the 
excess is within 11) per cent, or of the authority whic;l approved the 
DPR, in other (ases. 
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(g) Re: Manpower being a standing item at Board meetings 

17. The l'~commel1dation of the Committee is a ~c!~pted. Instruc-
tions are being issued to CCL and the o~her coal companies that 
a note on manpower should be placed before the B0Brd of Directors 
for review regulDrly p..nd also furnished to the Govcrr.mcnt for re-
view at the periodical Pa'rformance Review meetmes. 

H:!. Tn regard to the material to be included in the Annual Reports. 
a berief £ummary on manpower utilisation w'll be included in the 
Annual Report of the company as annual reports ar': not prepared 
fer individual collifTif.'s. 

Recommendation No. 37 (Paragraphs 5.28 and 5.29) 
The Committee regret to note that the Corporation has not so 

far evolved any scientific and accurate sys' em of calculating OMS 
in the different mines. The output per man shift (OMS) is calculat-
ed by dividing the total production of coal in a mine by the 
total number of men employed (both directly 'for production and 
also those for other allied activities) irrespective of the fact whether 
a mine is mechanised or manually operated. The Management has 
not yet been able to evolve standard indices of labour productivity 
of individual mines keepi'ng in view the actual working conditions 
and ex~ent of mechanisation. Though the Management agreed 
during eviden~e that in the case of opencast mines which are pre-
dominant.ly mechanised the ou~put per machine hour is a more 
relevant criterion for judging the productivity, the Corporation has 
not fixed the targets of production in terms of machine hours nor 
comp:1red the ratc of actual production in terms of machine hours. 
The Committee recommend the management should take steps to fix 
suitable productivity indices both for labour and machinery to judge 
the efficiency of performance. 

The' Committee agree with the view expressed by the Secretary 
of the Ministry that one OMS target for the whole country was not 
correct. They recommend that standard DMS and standard cost 
should be calculated for each mines keeping in view the geological 
"features, method of work, degree of mechnisation, number of per-
sons employed etc. and a time bound pro.gramme should be pre-
pared to complete this work e~peditiously. These should be review-
-ed and updated once a year while setting annual programme of pro-
duction and development or as and when changes take place in wage 
structure, methods of work including mechanisation or other factors 
having bearing on the working conditions in and outside the mines. 
The actual OMS and cost i'n a particular mine should be reviewed 
periodically with reference to the standards fixed and the critical 
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analysis of the OMS and cost of each mine should be made with a 
view to improving techniques of work, deployment of manpower 
keeping in mind the cost benefit raties. The Cemmittee recemmend 
that the Corporation should seriosuly censider the suggestions made 
by the Ministry in order to evolve on accurate and scientific system 
of calculijting and comparing sta'ndard OMS with actual OMS and 
should not lose sight of the basic fact that the aim of the entire 
exercise sheuld be not only to. raise the additienal OMS pr0$I'essive-
ly but also. to bring about reductien in the cost of preductien. 

Reply of the Government 

(a) Re: Standard indices of productivity for Labour and machine 
and standard cost, 

Standard indices of productivity ef individual mines keeping in 
view the actual working conditions, production programme, exte'nt 
of mechanisation etc. are being evelved in the Central Coalfields 
Ltd, each year and incorporated in the flexible pudgets a'nd action 
pregramme ef each mine. Such indices are based on the nerms 
developed and reviewed from time to time by Industrial Engineer-
ing Department for typical and specific conditions prevailing in 
underground as well as opencast mines in the Company. Similarly, 
norms of production by maior Heavy Earth Moving Machinery have 
been evolved to judge the efficiency of performance of such machine-
ry. Recently, nerms for utilisation of underground machinery have 
also been developed 'for the companies of CIL, including Central 
Coaldfields Limited and these nerms have been adopted for the 
purpose of future comparison with actual performance of such 
machinery. 

The standard OMS and standard cost incorporated in the flexible 
budgets of each mine are reviewed periodically with reference to 
the actual performance. Critical analysis of OMS and cost of each 
mine is made with a view to. take note of the variance and initiating 
necessary corrective action as also with a view to improving 
performance ef the individual units. With all these measures the 
productivity and profitability of the company have now sho.wn up-
ward trend as weuld be seen from the figures belew:-

Coal production (m. tonnes) 

OMS 

------

'5'55 
0·6, O'7."i 
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(b) Re: Evolving an accurate and scientific method for CalculatiOft 
of OMS. 

In association with representatives from the Central Coalfields, 
Ltd. and other subsidiaries of Coal India Ltd., an ac<:urate and 
scientific method of calculating OMS has now been evolved (in Jan. 
19176) by Coal India Ltd. In this, while recommending uniform 
system of calculating OMS, different factors which affect the OMS 
calculated for different mines, making the figures so arrived at 
incomparable have been covered. The system so developed has now 
been adopted by Central Coalfields Ltd. 

2. It will be noticed that the Company has taken steps to work 
out standard indices of productivity for men and machinery in each 
mine. As has been rightly pointed out by the Committee and as sub-
mitted during oral evidence, the average OMS for the entire coal 
industry or for the whole company cannot be considered as the sale 
index of efficiency nor will an improvement tn OMS be always 
accompanied by a reduction in cost. It is being impressed upon the 
company that they should review the actual performance of the 
men and machinery with reference to the standard indices and 
submit a report periodically in the Board of Directors 'for considera-
tion and issue of suitable directions where necessary. 

Recommendation No. 38 (Paragraphs 5.42 tn 5.46) 

The Committee find that OMS in the NCDC mines has been vary-
ing from year to, year. The targeted OMS was generally less than 
that indicated in the Project Reports and the actual OMS was gene-
rally lower than the targets except in certain cases. OMS in the 
underground mines was low compared to the national average more 
so if the level of mechanisation in NCDC mines was taken into con-
sideration. 

The Committee have already stressed that the Management 
should evolve an accurate and scientific r/fstem of calculation the-
OMS in different mines so that the factors which affect the OMS 
in a particular mine are clearly pinpointed while comparing the-
actual OMS with the norms laid down. 

The Committee understand that OMS in India was perhaps the-
lowest in the world. Deficiencies in the skill of workmen, faults of 
organisation management and poor maintenance of equipment, 12ck 
of modern tools have been cited as the main reasons for lower OMS-
in the NCDC mines. It has been admitted that the management was. 
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not as good as it should be, The Committee feel that NCDC cannot 
escape its primary responsibility for all these shortcomings, Restric-
tion of production with re'ference to demand, inadequate wagon 
supplies for planned off-take, interrupted power supply and geologi-
'cal disturbances are also stated to have affected production and thereby 
OMS, 

The Committee are informed that both the Corporation and the 
Ministry have taken a number of steps in order to bri'ng about im-
provement in OMS in the NCDC mines, Training of workers, im-
proving the availability and utilisatio'n of machines, fulI utilisation of 
manpower and making available ne('€ssry inputs are steps in the right 
direction, They are also informed that monthly meetings are held to 
a'nalyse the OMS' and the reasons for poor performance and remedial 
measures are taken in the light of such analysis. The Committli!e re-
commend that the Corporation should pursue these measures vigo-
rously and earnestly and they have no doubt that with the progressive 
mechanisation o'f, mines improvement in wage strw:ture and housing 
and health facilities and working conditions, it should not be difficult 
to OMS in the NCDC mines, and raise it to the level of some of the 
adva'nced countries, Adequate steps should continue to be taken to 
improve further the working conditions of labour and their coopera-
tion and association in the task of raising production should be ensur-
ed by establishing healthy labour-management relations, The Com-
mittee need hardly stress the advisibility of associating labour with 
the Management at all levels, The Committee also recommend that 
the Ministry should help the Corporation in removing constraints 
like irregular and inadequate wagons supplies, interrupted power 
supply etc, in order to ensure that the productivity in the NCDC mines 
is not affected due to shortfall in production ~ account of factors 
which are beyond the co'ntrol of management. 

The Committee need hardly stres~ that OMS is an index of ac-
countability and a yearstock for increasing efficiency and the Manage-
ment will be failing in their duty if they do not review the degree of 
efficiency achieved in each mi'ne and all the mines as a whole. They 
would there'fore recommend that the question of OMS should be a 
standing item on the agenda of the Board meeting so that the Board 
no.t only gets in opportuili ty to review this matter periodically but 
also ta~es measures to bring about improvement in productivity. 

Reply of the Government 

~a) Re: Development of standard OMS 

In association with represe'ntatives from the Central Coalfields 
~Limi.ed and other subsidiaries of Coal India Limited a scientific 



method of calculating OMS has now been evolved (in January 1976) 
by Coal India Limited. In this report, while recommending uniform 
system of calculating OMS, different factors which effect the OMS 
calculated for different mines, making the figures so arrived at in-
comparable, have been covered. The system so developed, has now 
been adopted by Central Coalfields Limited.. 

(b) Re: Measures for imp 'Oving the OMS 
For improving productivity, the Company has been taking aU 

possible steps including provision of necessary matching inputs, im-
provement of utilisation percentage of machines, introduction of 
effective cost control measures, training the work force etc. Continu-
ous and vigorous exercises are made by the Company at different 
levels :tor . locating factors inhibiting productivity and arriving at 
steps for removing these constraints. These workers and their rep-
resentatives are involved in prodUction, productivity and cost reviews 
etc. are provided from time to time to the members of the Company 
Consultative Committee which has equal number of representatives 
of Management and workers. The following table shows the im-
provement in production, productivity, despatches etc. The figures 
of production, productivity and cost. 

1973-74 1974-75 1975-76 % increa~ 
in 75-76 

over 
74-75 

-'-'--
I. Production: (a) Coal IS'S!') 18'31 ilO'6g 13 

(M. tcs.) (M. tea.) (M. tea.) 
lb) Washed Coal il'25 11.67 3' 17 19 

(M.tes.) (M.tes.) (M.tes.) 
(2) Productivity (O.M.S.) 0.61 0.65 0·75 15 
3. Despatches 15·,6 17'50 18'60 6 
4. Manpower 10715' lIil393 112949 

The number of persons exposed to managerial and professional 
training programmes with a view to improving their skills and trade 
is indicated in the table below:----... _--_ ... _._--_._--_._---

1973-74 1974-75 1975-76 

Officers 39 64 sog 
Staff &: workers 184 288 408 

Security Penonnel 335 535 1l9.5 

Vocational Training (Workers) 7000 8000 



" The table l;Ie1ow shows improvement in the availability and utili-
sation. of principal items of machinery used in eeL. --_._----

1 97.f.-75 1975-76 1976-77 (till AUf,) 

Avail, Utili, Avail, Utili, Avail, Utili, -----
Shovel 76 '2 46'7 79'83 47'71 91'00 66'00 

Dumper 46 '2 31' 5 57'17 45' 14- 66'01 49'85 

Dozer 52,8 :44'7 57'63 37'53 058'05 44'98 

Drill 66'6 25'1 63'go 32'85 65'02 4-2'18 

As a result of vigorous persuance of the measures mentiolled above 
and with progressive mechanisation of mines, improvement in wage 
structure, housing, health facilities and working condrtions, about 
which the Committee on Public Undertakings are aware, further im-
provement in OMS has been brought about, as may be seen 'from the 
figures below: ------------.- - . ._-"._-

1973-74- 19H-7.'i 1975-7 

Erstwhile NCDC Collieries 0'75 0'86 0'99 

Taken over units 0'43 0'43 0'50 

0'61 0'67 0'76 -------- ----- ----
(c) Re: Improvement in working conditions of labour, their partiCi-

pation in management and health-y labour management relations. 
The subject of bringing about improvement in working conditions 

of workmen has been receiving particular attention of the manage-
ment. In fact, not only the statutory provisions (under mines Act 
and the regulations and rules made thereunder are followed by the 
management but also the subjects of ventilation lighting, dust sup-
pression, sanitation, drinking water supply at work sites, canteen; 
creche and pitheads bath facilities, are .taken ~are of by the manage-
ment at different levels on regular basis, 59 Dlain ventilation fans 
and 7 auxiliary fans were provided at the collieries during 1974-75 
and 1975-76, Apart from providing -electrical fittings, 94 nos, of 
lighting transformers 100 KV A each have been installed at the 
~ollieries during this period, Effective steps have been taken for im-
proving the housing water supply, schooling, medical and recreaional 
facilities, 

So far as labour-managed relationship is concerned there is by and 
large industrial harmony prevailing in the various units of the 
Company (CCL) , The workers' participation scheme was announced 
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by the Central Government (August, 1976) after promulgation of 
the present Emergency. This was a desirable step. The Central 

'Coalfields Ltd. had in fact taken the initiative in that direction even 
in November, 1974. Consultative Committees are functioning at the 
Company, Area and colliery levels. 

(d) Re: Assistance in removing bottlenecks 

Difficulties in regard to transport, power and other inputs when-
ever they arise are brought to the notice of the Deptt. of Coal and 
prompt action is taken through the administrative departments con-
cerned to remove the difficulties. Such matters are also discussed 
at the periodical performance revie w meetings and all assistance is 
rendered to the company in the matter of securing adequate wagons, 
power supply and machinery and in financial matters such as 
realisation of their sales dues. 

(e) Re: OMS to be a standing item for BODlrd meeting 

Instructions have been issued that OMS should be a standing item 
on the agenda of all Board meetings and the performance review 
meetings taken by the Ministry. 

Recommendation No. 39 (Paragraphs 6.17 to 6.25) 

The Committee regret to note that the Management have not fixed 
the standard cost of production for each mine on the plea that the 
concept of Standard Costing has not relevance in mining industry 
even though they have themselves o.pened during evidence before the 
Committee on Public Underhkings (para 10.21 of 67th Report 4th 
Lok Sabha) that the only way to determine the reasonableness of 
the cost of production was by ascertaining the standard cost under 
each component of cost. 

Although the Ministry informed the Committee in November, 1968 
that estimates of cost were being evolved for each unit after taking 
into account the method of mining, present level of wages, current 
and anticipated level of output and prices etc. It was only with effect 
from 1973-74 that the Corporation had started preparing flexible cost 
'for different levels of production in each colliery. It was only in 
April, 1975 that the Ministry issued directions to all the coal com-
panies in public sector emphasising the importance of evol ving 
standard costs for individual mines and the need for evaluation of the 
perlormance of each mine with respect to such standard cost. 

The Committee take a very serious view of the contradictory 
statements made by the Corporation 'from time to time and of its 
faiJure to fulfil the assurance given to the Committee and regret 'to 
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observe, that the Ministry had taken too, long to correct the 'erroneous'" 
impression of the Corporation in this regard. They recommend that 
the Corporation should lose no further time to work out the standard 
cost of production for each mine after taking into account the geo-
logical conditions prevailing at the particular time, the extent of 
mechanisation, the man-power employed and the efficiency obtain-
able from the mine. The standard cost so worked out should be re-
viewed periodically so as to make it realistic. 

The Committee note that the actual cost of production had been 
varying from year to year in NCDC Mine except in a few cases. The 
cost of production had a relationship with the volume of production, 
i.e., with increase in ,production the cost also caIl)e down. However, 
in the case of certain collieries the fixed cost of production per tonne 
did not increaseldecrease with the corresponding decrease I increase 
in production as normally expected. The Committee regret to note 
that the Management had not -been analysing itemwise variations 
in expenditure though details of fixed and variable costs were being 
worked out year-after-year. 

The Committee also note that after a detailed study, the Cost Ac-
counts Department of the Corporation suggested the possibility of 
reduction in the cost of production in various units and, after discus-
sion with Area General Managers, certain levels of reduction in the 
cost were agreed to in 1971. They find that in the case of 
some of the collieries, there was a big difference between the 
reduction proposed by the Cost Accounts Department and the reduc-
tion accepted by the Area General Managers. The Committee further 
note that in some of the cases even the extent of reduction accepted 
by the Area General Managers had no.t been achieved. The Com-
mittee are also informed that effective cost control and cost reduction 
received a set back because officials of different disciplines had to be 
deputed for the take-over of the coking and non-coking mines. It has 
been stated that increase in the cost of plant and machinery, stores, 
power and restrictions in the prodUction with reference to off-take 
also affected cost of production. 

The Committee recommend that detailed and accurate analysis of 
cost of production in different mines should be carried out with refer-
ence to the standard cost in order to identify the areas where im-
provement is urgently called for and concerted measures taken ex-· 
peditiously to reduce the cost of production to the desired level. 
They hope that with the formation of Coal Mines Authority the 
machinery of the Corporation would be 'fully geared up and no efforts· 
spared to achieve the desired reduction in cost of production. 
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The Committee strongly feel 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 stand-
ing item on the agenda of the Board meetings to enable the Board 
to review the position critically, identify the areas where economies 
can be effected and watch the results of the remedial meatures taken 
in this regard. They also recommend that a rview of the cost of 
,production should be prominently reflected in the annual report of 
-each mine and NCDCICMA should also prepare an annual appraisal 
of the cost of production in their mines as a whole and deal with this 
important matter in a separate Chapter of its annual report. 

The Committee need already stress that the Costs Department 
should be an integral part of the Management of each coLliery and the 
Management should work in close cooperation with the Cost Accounts 
Department without which it may be difficult for the management 
to exercise effective control OVer costs and effect economies. 

The Committee also note that upto 1967-68 there was no system 
,.of reconciliation between cost accounts and financial accounts. From 
1968-69 onwards the reconciliation was done on an an'nual basis even 

·though periodical financial accounts were prepared from 1969-70, it 
has been stated that the preparation of periodical financial accounts 
and their reconciliation with the cost accounts have become practi-

. cally difficult due to large afflux of costing and accounts personnel 
from NCDC conseque'nt on the taking over of coal mines in 1971-73. 

"The Committee are informed that efforts are being made to recruit 
qualified Cost and Chartered Accountants. As no, system of costing 
can be considered sound unless there is a reconciliation of cost ac-
coU'nts with financial accounts, they hope that the Management will 
soon complete all necessary measures to fill the void in the organisa-
tion and ensure that there is a regular system of reconciliation of cost 
figures with financial accounts. 

Reply of the Government 

'(a) He: Working out standard cost of production 

The Company had started preparing flexible budget for each mine 
since the year 1973-74. Budgetary norms (standards) for each item 
-of cost are fixed after detailed analysis of post performance, produc-
tion capaCity, extent of mechanisation, productivity level to be achiev-
oed and accepted statutory norms sUl'h as wage Board norms. 
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.b) Be: Ana",aia oj cost oj production 

Periodical variance analysis is done for each of the mines and put· 
up in the Coordination meeting of Departmental heads and General 
Managers of Area for detailed discussion and decision. 

During 1975-76 these exercises were also carried out in depth at 
each area level and proper corrective measures were identified and 
are under implementation. These exercises were also carried out in 
1975-77. In course of such exercises, item-wise cost reduction pro-
posals for controllable cos~ at unit level are being examined. 

(c) Re: Cost of produ.ction to be a standing item on the Agenda of the 
Board meetings. 

It has been decided that, as desired by the Committee the material 
on the lines suggested by them would be placed by the Board of 
Directors regularly. 

In regard to the material to be included in the Annual Reports. 
the difficulty is that the Company does not prepare annual reports of 
each mine. While it may not be possible to report on each colliery 
separately in the Annual Appraisal of each colliery with reference 
to their performance it is being prepared by the companies and from 
that a summary with regard to the cost and performance, including. 
manpower utilisation would be included in the Annual Report. 

(d) Re: Cost Account Department to be Integral part of the 
Management 

As recommended by COPU, in the present set-up. the cost Ac-
counts Department forms an integral part of the management of each 
colliery. 

(e) Re: Reconciliation of ~ost accounts and financial accounts 

Arrangements have been made to re-concile the cost accounts 
statements with financial accounts every quarter and also at the end 
of the year. A detailed procedure has also been laid down and cir-
culated in May, 1976. Audit have observed that no reconciliation had 
been made tiLl March, 1977. The Company has been advised to effect 
the reconciliation of accounts without further delay. 

Recommendation No. 40 

The Committee note that a bicable ropeway installed for the-
transportation of coal from Bokaro Colliery to the Kargil washery 
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had to be discarded in July, 1963 because of its unsatisfactory per-
formance and it was decided to ehange over gradually to complete 
wagon transportation. Orders for the procurement of wagons to re-
place unfit wagons and to augment the fleet was placed in 1964, 1965. 
1966 1967 1968 1969 and 1974. Since 1963 the raw coal is being 
tran~ported partly by trucks through contractors and partly by Com-
pany's own railway wagons. With a view to maximise movement, of 
coal by rail and ensure progressive elimination of road tra~sportatlon 
from Bokaro, Kargali and Chalkeri Collieries, a comprehensive scheme 
was formulated only in May, 1968. Although the scheme had been 
completed its advantage could not be taken till now because of, the 
non-availability of wagons for the movement of coal. The ,Co~mi~tee 
are informed that if the scheme had been out into operation In tune 
the Corporation could have moved additional quantities of coal by 
rail which was much cheaper than road transport and saved Rs. 5.87 
lakhs during 1971-72 and 1972-73. 

An amount of about Rs. 2f15 lakhs has 'been spent an the transpor-
tation of coal by road from Bokaro Colliery to the Kargali Washery 
during 1963-64 to 1974-75 (upto January, 1975). 

The Committee regret to note that ever since the discontinuance of 
the ropeway in 1963, no systematic study has been made to assess the 
wagon requirements of the colliery for the movement of coal and no 
long telm plan has been formulated to replace the unsuitable wagons 
and augment the fleet of wagons for the purpose. The order for 
more wagons were placed piece-meal from time to time. The Com-
mittee ilre not sure whether the difficulties encountered by the Cor-
poration in the procurement of wagons were ever brought to the 
notice of the Government. They are unhappy to find that because 
of its illability to augment the fleet of wagons to meet the total re-
quiremlmts of the colliery, the Corporation used costlier road tranl!l-
port of private contractors all through this period and incurred extra 
expendi.ture which could have been avoided if a comprehensive plan 
for the procurement of wagons had been calked out in 1963, itself and 
pursued vigorously. The Committee recommend that all aspects 
leading to the delay in change over from the road transport to rail 
transpo.rt should be thoroughly investigated in order to pinpoint 
lapses fix responsibility and take suitable action. 

The Committee are informed that the Management are now en-
gaged ill an indepth study o'f transport reqUirements in the Bokaro-
Kargali area. with a view to enhance rail transport and departmenta-
Use the road transport as far as possible. The COmmittee recommend 
that thtl study of all these aspects should be completed expeditiously 
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and the management should also expedite the departmentalisation of 
.road transport in order to avoid dependence on private contractors 
and reduce the cost of production. They also recommend that Gov-
ernment should render all assistance to the Corporation in the matter 
of procurement of wagons so that the schemes formulated by the 
Management are not held in abeyance due to paucity of wagons. 

(Para No.7, 23 to 7.26) 
Reply of the Government 

As considered by the Committee on Public Undertakings a Com-
mittee was conStituted to investigate the matter regarding delay in 
change over from road transport to rail transport for the movement 
of coal from Bokaro and other collieries to Kargali Washery. For 
the reasons given in Annexure nl of the Report, the Committee has 
come to the conclusion that it is not possible to fix responsibility on 
any individual for the delay in deciding the change over from road 
transport to rail transport. It will be seen 'from the Committee's re-
port that due to the scarcity of steel in those years, the requisite num-
ber of l'ailway wagons could not be procured even though vigorous 
efforts had been made both by the NCDC and by the Government to 
secure larger alocation of steel for the manufacturers. It also appears 
that even if the management had prepared a long term plan to replace 
unsuitable wagons and augment fleet they might not have succeeded 
in view of the dearth of steel and wheel sets. The Committee has, 
however, observed that the Purchase Department of NCDC took a 
long time in processing the case and placing orders on the firm. They 
have not, however, been able to fix responsibility for this delay. Coal 
India Ltd. is being advised to examine whether this is due to any de-
fect in the procedure for purchase and if so to take suitable remedial 
action. 

The Committee's observation that the study of the transport re-
quirements and departmentalisation of road transport should be ex-
pedited, has been noted. The process has already started by the in-
troduction of a fleet of 12 departmental trucks in the Dhori Group of 
collieries and two trucks in Kargali Colliery. 

As mentioned earlier, the Government had taken up the allotment 
of steel on priority basis for the procurement of wagons for NCDC in 
the past. It is not expected that there would be any difficulty now 
due to the comparatively easy availability of steel. However, if any 
assistance is required, the same will be rendered by the Government. 

Recommendation No. 44 
The Committee note that a test check of the records for the period 

from December. 1967 to December 1970 revealed that an estimated 
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quantity of about 2.17 1akh tonnes of fine coal in slurry valued at 
about Us. 1.23 crores flowed into the river Damodar and could not be 
recove.red although there was provision to manually collect the slurry 
in the ponds constructed outside the washery. Similar loss of fine 
coal ill slurry during 1958 to December, 1963 valued at about Rs. 2.04 
crores was pointed out by Kamath Committee appointed by Govern-
ment !m July, 1967. 

Tht: Committee are informed that on the basis of Kamath Com-
mittee Report the then Chairman of NCDC examined the matter re-
garding loss of coal fines with the assistance of the Chief of Coal 
Washing Division, Central Fuel Research Institute, who submitted his 
Report in July, 1971. After stUdy of this Report, the Chairman NCDC 
felt that the issues were rather- more complicated than were envi-
saged by the Kamath Committee as desired that the Report of the 
Chief of Coal Washing Division might be placed before the Board of 
Directors after obtaining the views of the Technical Director and 
orders of the Chairman-cum-Managing Director. The Committee 
regret to note that this important matter was not placed before the 
Board of Directors. 

The Committee take a serious view of this omission and recom-
mend that reasons for this serious lapse should be investigated res-
ponsibility for the lapse fixed and action taken against the officers 
responsible 'therefor. 

The Committee are informed that the difference in the measure-
ments between the output and inp,ut of coal was due to the comula-
tive effect of various factors such as lack of proper arrangements for 
weighment of coal and the presence of shales in the coal. The 
Management have also stated that the accountal was being done on 
the basis of volumetric measurements and the output of coal from 
the washery had been weighed in different types of scales. The 
Committee, however, find that there were no records either in the 
collieries or in the washery to indicate that there was any discre-
pancy between the quantity of raw coal despatched and the quantity 
0'1. raw coal recorded to have been received at the washery. There is 
also nothing on record to show that the washery management ever 
brought this discrepancy to the notice of higher management. 

The Committee also note that though it was earlier stated ,that 
manual recovery of slurry from the slurry ponds had stopped from 
'Octo'ber, 1972 as a result of improvementslmodifications made in the 
washery during July, 1972:to September, 1972, they find that manual 
recQvery of slurry had again started from FebruarylMarch, 1974 and 
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tbere was a furthe1" shortage of 90.671 tonnes of Coal fines during tile-
period from a period from April, 1973 to May, 1975. 

The Committee regret to note that there are no regular arrange-
ments for accurate weighment and accountal of coal at different 
stages with the result that the discrepancies between input and out-
put continue to exist. The Committee would, therefore, like that 
iNCDClGovernment should take immediate steps to set right the 
position by ensuring proper weighing arrangements and for recqn-
ciliation of records regularly. The Management should also take 
steps to investigate the reasons for discrepancies fix responsibility and 
take action against erring officiMs and other concerned and take 
suitable remdieal action for obviating recurrence. The Committee 
strongly deprecate the continued lack of concern shown by the 
Management over the huge loss suffered by the Corporation since 
1958 on account of their inability to check the outflow of fines. They 
recommend that the entire matter regarding loss of fines starting from 
1958 should be thoroughly investigated by a high Powered Commit-
tee which should inter alia, have representatives of Audit. Fuel Re-
search Institute, Finance etc. in order to determine precisely the ex-
tent of loss of coal flnes, to pinpoint lapses and fix responsibility and 
recommend action against erring officials and others concerned for the 
puge losses suffered by the Corporation. The Committee would ,like 
this investigation to be completed within six months and they should 
be informed of the outcome of the investigation and action taken in 
the matter. 

The Committee also note that in his Report the Chief of Coal 
ashery Division, EFRI, inter alia, observed that a sharp rise in the' 
cost per tonne Of raw coal on account of manual recovery off slurry 
from the slurry ponds since 1965 and especially after the expension 
of slurry circuit in 1960 tin 1969, only proved the uttter negligence 
in operation and also implied indirect encouragement to perpetuate 
the manual recovery of slurry at the cost of NCDC. The Commitee 
are greatly concerned to not that manual recovery of slurry has been 
revived. They recommend that the economics of manual recovery 
'Vis-a-vis mechanical recovery should be urgently examined by Gov-
ernmentlCorporation having regard to the technical requirements so 
as to bring about improvements and effect economics. The Commit-
tee have already recommended in Para 7.49 of this Report that the 
Management should investigate the total loss incurred by Corporation 
as a result of manual recovery of coal fines vis-a-vis m.echanical re-
covery and responsibility for delay in carying out necessary modifi-
c~tioris in the pl~t for ~hanieal ~overyof fines should be fixed. 
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The Committee expect that while investigating the matter, the report 
of the Chief of Coal Washery Division, CFRI, would be kept in view. 

The Committee also note that 47,046 tannes of slurry recovered 
manually during FebruarylMarch 1974 to May, 1975 was transported 
to the washery through contractor at a cost of Rs. 2.14 bkhs. They 
would like to be informed about the reasons for awarding the work 
to a priva~e contractor and whether the work to a private contractor 
and whether the work could not be done departmentally. In this 
connection, the Committee would also like to reiterate their earlier 
recommendation (Paragraph 7.25) that the Management should expe-
dite the departmentadisation of road transpor~ in order to avoid de-
pendence on private contractors and reduce cost of transportation. 

The Committee recommend that Government should review 
arrangements for weighment of coal recovery and transport of coal 
fines especiaLly through private contractors in each of the Washeries 
to make sure that lapses and deficiencies as noticed in the present 
case are not allowed to persist there. The Committee would' like to 
be informed about the result of such a review and the action taken 
by the Management in the light of the lacunal deficiencies pointed out 
by the Government within three months of the presentation of the 
Report. 

Reply of the Government 

1. The matter has been looked into as desired by the Committee. 
Coal Fines are recovered in Kargali washery, All trucks that trans-
port the fines which are recovered from this washery are weighed 
in weightbridge which has been installed at the washeI'y. As the other 
washeries of the company are designed on close circuit basis there 
is no loss of washed coal fines and the question of their transportation 
does not arise. 

2. As desired by the Committee on Public Undertakings a Com-
mittee was constituted in April, 1976 to investigate the loss of fines 
and other matters in Kargali washeI'y. The Committee has since 
submitted its report Annexure VIII. The Committee felt that taking 
into account the estimate of fines lost from time to time, the loss in 
fines mounted with increasing capacity utilisation of the washery. 
Taking into account the lower load factor at which the washery was 
eperating in the initial phase and the fact that the recovery plant 
was new, the Committee felt that, the actual recovery must have 
been better than that observed in 1964 when the manual recovery 
started. 
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3. The Committee therefore. felt that during this period the actual 
loss of coal fines must have been much less than 2 per cent and may 
be considered technically within permissible limits. The Committee 
also felt that for a washery of this type, a loss of 1-113 to 2 per cent is 
within the expected norms of operational efficiency of the plant. The 
Committee has also recommended that the use of flucculent should 
be given another trial as they are of the view that this will help in 
the machanical recovery of coalfines in a more efficient manner. This 
recommendation of the Committee has been accepted and necessary 
instruction is being issued. 

Recommendation Sl. No. 47, Para Nos. 7.120, 7.123 to 7.128 

The committee find that the Sawang Washery which was s:he-
duled to be completed by September, 1967 was actually commission-
00 in April, 1969. There was further delay of about one year in 
completing the trial runs becaust. of lack of demand for coal. There 
was lack of demand for clean coal in 1970-71 also due to delay in the 
commissioning of Bokaro Steel Plant. The washery was, therefore, 
brought on revenue account only with effect from April, 1971. 

The Committee find that whereas the builtup capacity of the 
Sawang Washery was to produce 5 lakh tonnes of clean coal, the 
demand during the years, 1971-72, 1972-73 and 1973-74 was never 
more than 3 lakh tonnes. They, therefore, conclude that the builtup 
capacity remained under-utilised due to lack of demand. The Extent 
of Utilisation of Built-up capacity during the years 1971-72, 1972-73 
and 1973-74 was only 31.4 per cent, 36.4 per cent and 44.6 per cent 
respectively. The available capacity of the washery (on one shift 
basis) during these years was only half of the built-up capacity and 
even this capacity was not fully utilised although the demand for 
washed coal was more than the available capacity. The extent of 
utilisation of the available capacity during the years 1971-72, 1972-73 
and 1973-74 was 64 per cent 72 percent and 88 per cent respectively. 
The washery could not meet even the low level of demand due to 
inadequate availability of power and inadequate supply of raw coal 
from the Sawang Colliery. As a result of under-utilisation of the 
capacity, the Corporation suffered a loss of over Rs. 75 lakhs during 
1971-72 to 1973-74. 

The Committee are informed that the Sawang Washery is at pre-
sent working to 75 per cent of built-up capacity and it is possible to 
!reach the break-even point at 85 per cent utilisation of capacity. They 
hope that the constraints of power shortage and inadequate supply 
of raw coal from Sawang Collie!'y which affected production in the 
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Washe17 in the past resulting in heavy losses will not be allowed 
to recur aud all possible measures will be taken to ensure that the 
Sawang Washery not only meets the present demand o:f clean coal 
in full but is also geared to work to the rated· capacity to meet the 
rising demand. 

The Committee further note that while on· the one hand the bulk 
demand of clean coal from steel plants had not materialised, on the 
other hand the middlings were also low fusion temperature. They 
are informed that the Corporation has decided to increase the capa-
<tty of the washery from 0.75 million tonnes input to one million 
tonnes input per annum. The expansJon F,lan also includes a schemn 
to beneficiate middlings by rewashing so as to make them of accept-
able grade for Patratu Thermal Station. 

In the opinion of the Committee the expansion of the Sawang 
Washery at a time when it is not able to operate at the ,capacity 
already set up, will be prematur'e and disturb the economies of the 
washery and the question of expansion should be considered only 
after a firm demand for clean coal equivalent to the present capacity 
of the washery is established and the supply of adequate quantity 
of raw coal is ensured and the washery is able to work to the full or 
near full capacity. They further feel that the question of low wash 
fusion temperature of the middlings should be independently exa-
mined and a solution found out to make the quality of the middlings 
suitable for supply to Patratu Thermal Station or any other power 
Station if there is a firm demand for the middlings from the Patratu 
or any Power Station or from other consumers. 

(Para No. 7.120) 

The Committee find that about 1.16 lakh tonnes of middlings are 
lying in stock at the Swang Washery as on 31st December, 1974. 
'lbey would like to urge that urgent steps should be taken to find 
market for the middlings so that stacking might not lead to any 
fire accident. 

(Paras Nos. 7.123 to 7-128) 

Reply of the Government 

(a) Utilisation of Sawang Washery 

With the improvement of power supply, greater availability of 
Box wagons, increase in demand for washed medium coking coal and 
geaI'ing up of the organisation and worldng of Sawang Washery, its 
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performance bas progressively improved during the preceding fe. 
years, as may be seen from the table below:-

1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

Year 

---------_._----_._----
The washery has reached the break even point. 

(b) Expansion programme 

Utiliaation percent. 

3°·00 

34.66 

42·66 

54. 66 

The expansion of Sawang Washery is not being taken up in the 
Fifth Plan period. The programme wlll be phased to match as far as 
possible with the increase in the steel plants demand for medium 
coking coal and the increased availability of raw coking coal for 
input into the washery. 

(c) Market for middlings 

The tests conducted so far do not show any appreciable improve-
ment in the ash flusion temperature while would render the middlings 
acceptable to patratu power station after rewashing. The matter is 
being examined further with a view to use the middlings (sinks) for 
other purposes. In the meantime despatch of small quantities of the 
middlings continues with the result that the stock at the washery 
in July, 1976 had reduced to 75,000 tonnes (against 1,16,000 tonnes 
mentioned in the report). 

Recommendation (81. No. 48, Paragraphs 7.137 to 7.139) 

The Committee note that the Construction of the Kathara Was-
hery was started in May, 1964 and was completed in December, 1969 
at a cost of Rs. 13.93 crores. As in the case of Sawang Washery, 
the Kathara Washery also faced lock of maI'ket for clean coal. The 
washery was brought on revenue account only from April, 1971. 
During the years 1971-72, 1972-73 and 1973-74 the utilisation of the 
capacity of the washery was only Rs. 13.7 per cent, 36.7 per cent, and 
43.5 per cent respectively as against the break-even stage of 80 
per cent of utilisation. The Committee are constrained to observe 
that such low utilisation of capacity due to lack of demand only in-
dicates lack of proper planning in creating the washery capacity 
in the country. As a result of under-utilisation of capacity the 
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·Corporation luftered a loss of (J'Ier Rs. 206 lakhs during the aboVe 
"ears. 

The Committee are surprised to note that while on the one hand 
the capacity in the washery remained under utilised reportedly due 
to the demand, on the other hand the washery would not meet even 
the present demand in full. This has been attributed to frequent 
power interruptions, inadequate supply of power and erratic supply 
and shortage of wagons for transportation of coal. The Committee 
strongly stress that Government shoUld take concrete measures to 
remove these bottlenecks so that the production in the washeries is 
not hampered due to these avoidable constraints and the Kathara 
washery can start meeting at least the present demand in full and 
cut its losses. 

The Committee a~so recommend that GovernnientlCorporation 
should study the demand and supply position on clean coal, draw 
up a comprehensive plan and pursue it vigorously in order to raise 
progressively the capacity utilisation of the Kathara Washery so as 
to take it to the rated capacity at an early date. 

Reply of the Government 

The Kathara Washery was planned to meet the requirements of 
medium coking coal of the steel plants including Bokaro Steel. 
Even though pilot plant tests had established the suitability of 
Kathara Washed coal for metallurgical purposes, the Rourkela, 
Bhilai and Dut'gapur Steel Plants were not initially satisfied with the 
results of the large scale plant tests conducted by them and were 
reluctant to use Kathara washed coal in their blends. The Bokaro 
Steel Plant which was originally expected to be commissioned dur-
ing the 3rd Plan Period i.e. before 1965-66, was actually commis-
sioned only in 1972. The delay in the construction of Bokaro Steel 
Plant and the reluctance of the other steel plants to use Kathara 
coal in substantial quantities resulted in the demand for Kathara 
washed coal being much less than anticipated during the period 
:from December, 1969 when washery was comPleted, till 1971-'72. 
The washery had, therefore, to be operated at below capacity dur-
ing this period for want of demand. 

2. From 1971 ... 72 onwar'ds, there was increased demand for 
Kathara Washed coal due to the steel plants agreeing to accopt 
pertially the blend pattern as recommended by the Committee on 
Rational and Equitable Distribution of Coking Coal (1969), includ-
ing the supply of Kathara Coal to Bhilai, Rourkela and DurgapuT' 
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steel plants in substantial quantities. By this time, however, due 
to the disturbed conditions prevailing in the Eastern Region, fre-
quent power breakdown and transport difficulties and due to action 
defects in the design which could not be detached earlier the washery 
was not able to work to its built-up capacity. The C.C.L. Road 
been asked to take action to rectify the design defects if not already 
done. 

3. From the above facts it will be evident that the washery had 
been constructed on the basis of the steel production capacity plan-
ned in the Third and Fourth Five Year Plans and that pilot plant 
tests had established that the washed coal of Kathara was suitable 

for metallurgical use. The offtake of Kathara washed coal did not 
materialise adequately due to reasons entirely beyond the control of 
the NCDC, namely, lack of demand till 1971-72 and power and trans-
port shortage tbereafter till 1973-74. 

4. During the last two years, the availability of power as well as 
of !rail transport has improved substantially and as a consequence, 
there has been progressive improvement in the percentage utilisation 
of Kathara washery. The utilisation percentage during the last few 
years is shown below:-

Year 

197 1-7:2 

1972-73 

1973-74 

J974-75 

1975-76 

J976-77· . . 
(April to August) 

Utilisation percentage 

13':20 

33'00 

.f.:2·00 

49'00 

59'00 

In order to improve the percentage of utilisation still further, a 
scheme has been drawn up for resolving certain technological pro-
blems connected with the fine coal section of the washery. This 
scheme is undeI' implementation and the results are expected to ma-
terialise early. 

5. A comprehensive study of the demand and availability of 
coldng coal (raw as well as washed) was made by a Committee under 
the Chairmanship of Secretary, Department of Coal in September, 
1975. The programme recommended by the Committee envisaged 
progressively greater utilisation of the capacity of Kathara washery. 
However, the production programme of the steel plants has been-



&9 
revised downwards after the subDlission of the Committee's report 
and the coking coal production programme has accord.illgly been 
regulated to the requirement of the steel plants. Currently, all the 
requirements of the steel plants for coking coal including washed 
coal, are being met in full and the steel plants have in fact built up 
substantial stocks of coal with them. The power supply position as 
well as the transport availability continue to be gOOd and it is expec-
ted that with the increasing demand for coal of the steel plants with 
the commissioning of the additional units at Bokaro, there will be 
progressively greater utilisation of the capacity of the Kathara 
washery. 

RecollllHll6ltlon No. 49 (Paras 7.146 and 7.141) 

The Committee find that feasibility studies in !respect of Ramgarh 
and Sudamdih Washeries were conducted in 1965..fJ6 by the Central 
Fuel Research Institute on payment of Rs. 25,000 each. An amount 
of Rs. 10,000 was also spent for analysis of some bore holes in con-
nection with Pundi Washery. The Project Report for Sudamdih 
Washery was pl'epared in 1967 with the help of Polish coUabontors 
for which a payment of over Rs. 2 lakhs was made to the l\(.ining 
and Allied Machinery Corporation. The programme t{)r the construc-
tion of these washeries was not, however, fQllowed up for cer~in 
reasons. I 

The Committee regret to note that the feasibility report and the 
Project Report for the Sudamdih Washery was taken up without 
having sufficient data about the Sudamdih Mine and its coal, in spite 
of the warning by Director, CFRI who was alao one of the Company's 
Board of Directors, in November, 1965 against proceeding with the 
construction of the washery without su1licient data. The Committee 
would like the Gover'nment/CUrporation to learn a lesson from this. 
They hope that the expenditl.lre incurred on project report, in which 
the Bharat Coking Coal Ltd. has now evinced interest, will not be 
entirely infructuous in view of the new developments. 

Reply of the Government 

A coal washery project at Sudamdih with a capacity of 2 mill.ion 
tonnes per annum has been approved by the Govenune.at. While 
preparing the project report, CMPDI have made full use of the data 
collected earlier by NCDC and also of the technical portion ot the 
feasibility report pr,par.ed earlier by NAMe. The expenditure .in-
curred earlier is not therefore ~ntirely inf~ Further, ~et.Nled 
information regarding the Sudamdih coal and epals fro!» neichb<>ur-
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ing areas has been collected and CFRI has been consulted while for-
mulating the project. 

Recommendation No. 50 (Paras 7.150 and 7.151) 

Considering the heavy investment made in the existing washeries 
the Estimates Committee (1974-75) in their Sixty-eighth Report 
(Fifth Lok Sabha) on Availability & Distribution of Coal have re-
commended that all out efforts should be made to optimise the func-
tioning of these washeries before setting up new units. They have 
desired that the matter should be examined in depth. The Estimates 
Committee have sounded a note of caution that it was considered to 
be an inescapable necessity to set up new washeries, the difficulties 
and bottlenecks encountered in the working of the existing washeries 
to their full ca~city should be fully taken into account and provid~d 
for while planning the new washeries so as to ensure their effiCIent 
functioning. 

The Committee reiterate the ahove observation/recommendation 
of the Estimates Committee and stress that concerted efforts should 
be made by Government/Corporation to ensure full utilisation of 
the existing washery capacity before setting up new capacity and 
the future programme shauld be drawn up realistically after ascer-
taining the demand for washed coal and availability of raw coal and 
also keeping in view the available capacity in the existing washeries. 

Reply of the Government 

The observations of the Estimates Committee and the Committee 
on Public Undertakings regarding optimising the functioning of the 
existing washeries before setting up new units have been noted. 
Before sanctioning the construction of new washeries the possibility 
of optimising the working of existing capacity is always kept in 
mind and the construction of new washeries would be planned in such 
a manner that there is maximum possible utilisation of the available 
washing capacity for the coals produced in their respective command 
areas. The demand and availability of washed coal were gone into 
in great detaU by the Committee to Review plans far coal supply 
to steel plants during the Fifth and Sixth Plans, in September, 1975. 
The requirements have been reviewed in the light of revised hot 
metal production programme. The construction schedule of new 
washeries will be coordinated to the maximum extent possible with 
the growth of demand ferr washed coal. 
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Recommendation No. 51 (Paras 8.12 to 8.14:) 

The Committee regret to note that no proforma-accounts were 
:prepared for the NCDC workshops at Barkakana, Korba and Giridih 
upto 1972-73. TRough profora-accounts were p,repared during 
1973-74, the Committee find that no job estimates were prepared 
either for repair jobs or for manufacturing jobs indicating the time, 
labour, materials required etc., with the result that no control cost 
'Of repairs or of manufacture is possible. It was stated that the 
control over the expenditure and perfonnance of workshops was 
'Exercised through job cards which were prepared for each job and 
the user units were charged upto 197()"71 on the basis of actual cost 
plus overheads at a percentage of direct wages and thereafter on 
-the basis of market rates/standax'd price. The Committee fail to 
understand as to how the performance of the workshops could be 
judged and how in the absence of job estirnate9, control on costs 

'could be exercised merely on the basis of job cards which could 
only indicate the actuals. The Committee, therefore, recommend 
that the management should follow the scientific procedure for 
maintenance of workshops so that control on the performance of the 
workshops both in physical and financial terms may be exercised 
"and cost of jobs are not unnecessari'ly inflated. 

The Committee also note that there had been delays in the 
repair of heavy earth moving equipments in the Barkakana and 
"Korba Workshops due to non-availability of critical items and 
spare parts. The Committee need hardly stress the importance of 
adequate provisioning of spares in the workshops which are mainly 
intended for repair jobs and recommend that Govt./Corp,oration 
should take suitable steps to overcome these problems so that the 
repair and manufacture of vital equipments are not unduly delay-

,ed ultimately having an adverse effect on production. 

The Committee are informed that the Management developed 
'3020 indigenous items of spare parts up to August 1973 but they had 
"ascertained the mal"ket price for only 917 items. On an average 
about 600/800 items are being developed every year. Since 1970, the 
user units have been charged for the manufacturing jobs on the 
basis of market rates/standard price in respect of items for which 
market prices have been a9Certained and other jobs are charged as 
before, on the basi's of actual cost. The Committee are informed 
that the items developed indigenously in the workshops have been 
deleted from the import list and these items are not allowed to be 
developed for manufacture from other indigenous sources. The 
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Committee feel that the absence of any mechanism to ascertainf 
examine the reasona1:lleness of cost o't production do not make foI" 
a sound or scientific pricing policy for accountin.. The Committee-
recommend that standard and actual costs of production of each 
item should be worked out peciodically and compared with each, 
other and also with the market rates, where these are ascertainable 
and constant efforts made to bring down the costs of production. 

Reply of the Government. 

(a) Regarding scientific procedure for maintenance of Work-
shop. 

To have a control on the performance of Central Workshops,. 
both in physi'cal and financial terms, the following scientific proce-
dures are being followed: 

(i) Barkakana Workshop 

Job estimates are framed before hand for each type of job under-
taken at the following shops: 

(a) Structural shop 

(b) Foundry shops 

(c) Tyre Retreading shops 

(d) Smithy shops 

(August 1966) 

(Jan uary 1 966) 

(February 1966) 

(March 1966) 

(e) Machine shops (January 1936) 

Variance between actual cost and estimated cost is w9rked out 
and reasons for unfavourable variance if any, are investigated and 
necessary corrective action taken for future guidance. This was 
introduced in 1970. 

In the shops like Engine Repair, Electrical Repair and Heavy 
Repair, job estimates are prepared for standard and rep,etitive items. 
of work. This was started in 1971. 

For each shop, monthly and annual physical targets, based on: 
capacities arrived at as a result of i'ndustrial engineering 9tudies, are-
fixed. achievements are regularly monitored and corrective action 
taken wherever necessary. 

Labour productivity norms are also laid down by Industrial 
Engineering Department and effective steps taken wherever it 
falls short of these norms. 

• At the time offactllal verification Audit have stated: Local Audit 
Verificati(Jn is awaited. 
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(ii) Korbll Workshop 

'Estimates are prepared for all manufacturing jobs. -For repair 
jobs shop-wise estimate is made at the beginning of 'the year where 
total labour available etc. are estimated and bills on the consuming 
!Concern are raised on the basis of actual hours of work done. Seper-
:ate job cards are maintained for each job. The Company proposes 
,to introduce job estimating for repair jobs also. 

(iii) Giridih Workshop 

This is a small unit in which manufacture of coal-tubs and 
1ferrous castings are the major items of production. The rest of the 
jobs are for reparing and overhauling and for critical spares 
against specific orders. Due to small outlay and limited scope of 
work, the organisation has minimum number of supervisory persons. 
In the expansion scheme a casting cell bas been provided. The 
recommendation of COPU regarding job estimates has been noted 
for compliance. Annual targets have been fixed for the different 
shopSi. 

(b) Regarding provisioning of adequate spares 

(i) Barkakana Workshop 

The delay in repairing of vital equipment in the Central Work-
shop, Barkakana due to non-availabHityof critical spare parts has 
been eliminated or considerably reduced as a result of the follow-
ing steps which have been taken for this:-

(1) Most of the HEMM viz. shovels, dumpers anddoxers etc. 
which are indi:genously available, have been standardised 
and number of items of spare paTts required has come 
down consequently. 

\(2) With the supply order for initial set of main equipment 
order for spares to the extent of 5 per cent of the capital 
c6stat the machinery is also being placed as a regular 
practice. 

:(3) An .agI'eeIllent for acceptance of "open order" for supply 
of spares to the company has been arrived at with Mis. 
BEML (a Government Undertaking), suppliers Q/.. a large 
number of item& of HEMM and spares. Accordingly, 
the company, would straightaway placeOl'ders with the 
jirm for supply of the spares it needed. Such an order 
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would include merely name and number of th~ items 
required. On receipt of such an open order, the items in 
question would be supplied. by the Firm, against ,the,sel-
ling price as ruling on the date for the purpose of supply 
to Government DepartmentjDGS&D. They would also 
indicate the exact delivery schedule dep,ending upon the 
aVailability position of the items in question and in case 
any items is not available ex-stock, this would be supplied 
only if the modified delivery schedule so indicated is 
agreeable to the company. By introduction of this 
system; the time in getting the spares would be reduced. 
considerably. 

(4) Import of critical spares through the lImprest Foreign 
Exchange available with Ministry is being arranged. 

(5) Vigorous efforts are made for indigenous development 
of spare parts in the company's workshop and also 
through other entrep,reneurs in the country. 

(ii) Korba Workshop 

Spares required for heavy earthmoving equipment needed im-
port for whIch difficulty was felt in the past. Recently the diffi-
culties have been sorted out and the position is improving. 

(c) Regarding compa.rison of actual cost of production with standard 
and market ~osts 

Standard and actual cost of production are worked out regularly 
and compared with each other and also with the market rates wher-
ever available. Variance if any, is Investigated. Corrective steps 
are taken to see that the cost of production is brought down to 
reasonable level wherever necessary. 

Recommendation No. 52 (Para 8.22 to 8.23) 

The Committee note that there was wide disparity between the 
labour hours actually spent on the execution of jobs and standard 
hours required therefor in the Barkakana Workshop. The actual 
hours spent on jobs have been generally between 200 and 300 per 
cent mor.e than t}:le standard hours. In the case of forge!smi'th shop 
these were 450 per cent more during 197()"71. The Chairman, CMAL 
anmitted that this meant excess payment made to the labourers 
and therefore loss. The Committee are informed that this wide 
disparity has been attributed to short supply of materials, spare 
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parts and gases. Certain types of machines could not be fully uti-
lised on account of lack of job orders. In order to utilise the capa-
city of the workshop the Management are stated to have been seek-
ing orders from outside parties. The Committee regret to note that 
,the Corporation has not so far succeeded in securing sufficient job 
orders from ouside parties to keep the man and machines fu'!.ly 

. engaged. They would like the Corporation to make more various 
efforts to secure more jobs from the pubticand private sector 
enterprises and Government departments in the region, in order to 
utilise the manpower in full. They would also urge the Corpora-
tion to take measures, if necessary, with the help of the Govern-
ment, to ensure that shortage of materials, spare parts and gases 
no longer results in the labourers remaining idle. 

The Committee recommend that the Corporation should immedi-
ately undertake a review of the capacity of men and machines in 
the light of the standard indices of labour utflisation vis-a-vis the 
job position and if in spite of its best efforts, it cannot find enough 
work for them all, it should devise schemes to deploy tlte surplus 
men and machines elsewhere as overstaffing not only adds to the 
cost of production but also creates many administrative and human 
problems which should best be avoided. 

Reply of the Government 

(a) Regarding seeking more jobs for utilisation of manpower in 
Barkakana Workshop and ensure adequate supply of raw 
materials and spares 

The workload in the Barkakana Workshop has been gradually 
building up, now there are enough jobs for the Workshop. Since 
December 1975, operations in the Workshop have started in two 
shifts (instead of one shift earli:er), it remains fully loaded and there 
is no spare capacity nor surplus labour. All workmen are fully 
utilised. --The Company has been approaching Government whenever 
needed for necessary help in procuring raw materials like iron 
steel etc. the position has considerably i:mproved now and there is 
no difficulty with regard to raw mateI'lials like iron, steel and gases. 
As for spare parts, foreign. exchange is arranged to cover the requi-
rement. Import of spare parts against Foreign Exchange Imprest 
held by the Ministry is also being arranged and the F.E. so available 
utilised. Indigenous development through the company's Central 
Workshop and through the sources available in the country is also be-

I 



ing encOuraged and a good amount of success has been achieved in 
.this direction. Problem of "spare parts", stands solved. to a great 
extent. 

(b) ltegan!trtg rwiew of min and maChines, vis-a-vis standard 
i1Ufices mtd alternative depZ01/ment of sUrplus men. 

Regular review of the actual capacity of men and machines vis-
a-via "standards" is being undertaken by the sedioo of the Industrial 
Engg. Department attached to the Workshop. Accordingly, at 
present there are no surplus men and. machines and hence the ques-
tion of their alternative depJoyment does not aI'ise. According to 
the latest progress reports the output in different sections of the 
Workshop is very good., in some cases in excess of the target even. 

Recommelldatiob. No. 53. (Para 8.31) 

The Committee find that in the Korba Wol1kshop the annual tar-
gets bed for the WorkshOp were less !than the capacity indicated 
in the Project Report and the actual production was generally 
lower than evt!ID. the trag'ets fixed. The Heavy Repair Workshop 
had not been fully Q1'ganised :tor want of sufficient work load. The 
under-utilisation of the Workshop capacity was sta~ to be partly 
due to inadequate supply of materials, spare parts and partly due 
to lack of jobs. It was stated during evidence that the management 
ha.d been able to secure orders from many outside parties also and 
it was running on a reasonable capacity. In the year 1973-74 the 
value of works had gone up to approximately Rs. 141 lakhs as 
compared to Rs. 84.59 lakhs during 1972-73 ThE!! Committee hops 
that the Manageme.t would conti:D.ue to make concerted efforts to 
fully utilise the eapacity in the workshop by securing adequate 
orders particularly from more public sector undertakings and ,by 
providing the necessary inputs like spare parts, etc. 

Beply of the ao.ermnnt 
The tum over of the Workshop at Korba is given below :-

Laldu 
84'50 

141'00 (AI per report). 

I~S·8S (Actual) 

IS7+-75 148.33 (Proforma, 
rr 1975-76 (tl half) 77.00 (Approx) 

'975-76 (Full Year) 167.00 (Approx) 
From the above, it may please be seen that the turnover posi-

tion bas been steadily improving. The company is eonstantly es-
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;ploring possibilities of obtaihl:hg outsid~ orders as much as possible 
:to improve capacity utilisation. 

RetotWneJidatlon 1(0. 56 (Pm No. 9.5 to 9.1) 
The Committee are surprised to find that while on the one hand 

-there was shortfall. in production of coal on account of lack of 
Qrders, on the other hand the Corporation Was unable to meet all 
the orders recei.ved. The shortfall in despatches against the orders 
was to the extent of 6.03, 6.80 and 3.51 nUllion tonnes duting the 
years 1971l..:72, 1972-73 and 1973-'74 respectively. This shortfall has 
been attributed to transport difficulti'es and variations in the volume 
of orders and the ratio to there of between steam and slack coal from 
month to month on different collieries. 

The Corporation was also unable to cater to the requirement of 
small consumers hecause they had to load single rakes of 42 box 
wagons each whereas the private sector collieries were allowed to 
pool their loading to the same customer. The Committee are not 
sure how far the Ministry of Railways was justified in insisting on 
the N.C.D.C. to load box wagons rakes as single sidings especially 
when in the process which verged on discrimination against NCDC 
as compared to the than private sector colLieries, it was the small 
consumers and the publi'c sector undertaking who SIllffered. The 
'Committee would like that the matter should be thoroughly invesi-
gated by the Ministry of Railways to find out as to why such a 
discrimination was made against a public sector undertaking in this 
regard. The COmmittee would like to be informed of the result 
of enqUiry. 

The Committee need hardly stress the need for sorting out all 
-the difficulties relating to the transportation of coal at the highest 
level and on a top priority basis. The Committee hope that the 
Ministry of Railways would not be indifferent to the diffiC\1lties of 
NCDC in this regard, and. would not hesitate to adjust as far as 
possible the traffic pattern to take care of the CprplratioD's diftl· 
culties and would also ensure speedy and timely availability of 
wagons f()r transportation of eoal. They would allfO like NCDC to 
examine the impediments in the way of its foU<YWing the traffic 
pattern adopted by the Railways and devise ways and means of 
removing the impediments and streamlining the loading sy8tem so 
as to ensure that there is no shortfall in despatches a-gainst the 
orders received. The Committee would also like the Ministry of 
Energy (Department of Coal) to help NCDC sort out the diflicul-
iies which it faces in transporting the coal through Railways. 
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Repq of the Government 

As desired by the Committee, the matter has been looked int() 
by the Ministry of Railways. Prior to the nationalisation of the 
coal industry National Coal Development Corporation had installed 
at a number of collieries, mechanical loading arrangements for the 
loading of coal in block rakes. Such facilities had been installed 
with a view to maximiSing the utilisation of the available facilities 
and for increaSitng ~e despatch of coal. The programmes from 
such collieries were made mostly for the supply of coal in block 
rakes to major consumers like Thermal Power Station, Railways, 
Cement factories etc. However, in order to accommodate the r:equi-
rements of industries not requiring coal in block rakes, a few col-
lieries where allowed to load coal piecemeal on certain days. Rail-
ways are of the view that it would not have been possible to move 
the programmed quantities of coal, if more pi'ecemeal loading had 
been done. Programmi'ng with a bias for increased piecemeal load-
ing would also have meant heavy pile up of coal at the pitheads. 
Ministry of Railways have stated that there had, therefore, been 
no discrimination in dealing with the demands of N.C.D.C. 

2. Study Teams were appointed by the Railways to examine and 
suggest the steps necessary for implementing the Fifth Plan pro-
gramme of coal movement. A large number of recommendations 
had been made by these Study Teams and the recommendations 
were discussed at various levels between the coal companies and 
the Railways. A number of steps have been taken to rationalise the 
loading arrangements i'ncluding extension of sidings, pooling of 
loading from different collieries, installation of weighbridges etc. As 
a result, the despatches of coal by rail had gone up to the level of 
about 80 million tonnes in 1975-76 'from about 61 million tonnes in 
1973-74 and all requirements, including those of the small consu-
mers, were fully met. During the year 1975-76, there has not been 
shortfall in despatches against or<iers received. On the contrary, 
there has. been large scale cancellation of orders by the consumers 
themselves, who were surfeit with coal. 

3. The Ministry of Railways as well as the Department of Coal 
attach great importance to the resolving of difficulties in ,transporta-
ti'on of coal. During the last two years, the rail transport availabi-
lity has been adequate and minor difficulties which arise occasional-
ly are sorted out at appropriate levels. 

Recommendation No. 57 
The Committee find that the sale of coal through middlemen 

ranged between 13.6 per cent to 14.8 per cent of the total sale 
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during the years 1969-70 to 1973-74. . Out of the total sale through, 
middlemen, sales to Government Departments/Government insti--
tution ranged from 13.15 per cent to 45.6 per cent during this period. 
The total commission paid to middlemen during 1969-70 to 1973-74 
amounted to Rs. 42.54 lakhs out of which Rs. 16.31 laikhs was in res-· 
pect of sales to Public Undertakings/Government Dep,artments. 

The sale of coal to Public Sector Undertakings/Government De-
partments through middlemen was adversely commented upon by 
the Committee in their Tenth Report on NCDC (Fourth Lok Sabha). 
by the pursuance of the recommendation made by the Committee 
the Ministry had issued a circular in June, 1968, to all State Gov-
ernmentsfUnion Territories and Ministries/Departments of the Gov-
ernment of India requesting them to issue suitable instructions to all 
the Government Undertakings/Departments under their control to·· 
make purchases direct from the NCDC instead of through middle-
men. The Committee regret to note that some of the Government 
Departments/Undertakings continued to purchase ·coal from NCDC 
through middlemen and that even the Board of Directors of the NCDC 
decided in 1972 to continue to avail of the services of the middlemen 
though the Board also decided that efforts should be made gradu-
ally to dispense with the middlemen particularly in respect of 
supplies to, Government Undertakings. Though currently NCDC if 
not paying any commission to the middlemen at aU due to change in 
the complexion of the market, certain public undertakings are not 
giving up the system of buying through them even by paving com.,. 
mission. 

The Committee are surprised to note that even with the change 
in the comp,lexion of market and the nationalisation of coal industry . 
the public sector undertakings/institutions should still prefer to 
deal with the NCDC, also a public sector undertaking, not directly, 
but through the middlemen in private sector. 

The Committee are unhappy to note that in spite of their earlier 
recommendation the services of mi'ddlemen continued to be utilised 
in dealing with other Public Sector Undertakings, They would like 
that the matter should be thoroughly investigated and responsibility 
fixed. They recommend that Government should issue suitable 
instructions so that the public undertakingsfState Governments 
concerned are required to give up the practice of dealing with 
another public sector undertaking (NCDC) through the agency of 
middlemen. . 
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"Be;lY of .the ~"dmeIlt 

..]>osition ~fore, Nctiona.li8ation of the Coal Indutry 

The Coal Industry lin India was traditionally operated through 
;a system of credit to the buyer. Before nationalisation of the Coal 
Industry there was competition amongst the coal producers. Mid-

',dlemen 'were the established channel for coal supplies. They had 
ot'fteesall over the country and had developed close business rela-

+tions with the consumers, the producers and the Railways over the 
years and also established their usefulness to the consumers in the 

. matter of ensuring supply of coal in quantities and of the quality 
required by the con9UIIlers. National Coal Development Corpora-
·tion was a late eritrantin the field of coal. As such, it had to work 
in competetion with well-established producers in the private sector 

. and also at times in surplus market. Further, National Coal De-

. velopment Corporation produced mostly the medium and lower 
grades of coal. In the Circumstances. N.C.D.C. had to give some-
what better credit terms than the private sector collieries; more so, 
'because it was not possible, during the period coal prices were 
controlled to sell below the controlled price. 

Position after Nationalisation 

After nationalisation of the coal industry, the middlemen have 
been eliminated by .the coal producing units for the sale of coal. It is 

• also the declared pOlicy of 'Coal India Limited not to employ mid-
dlemen. In other words, no middlemen are now engaged by any 
of the coal producers and no commission and other remuneration 
is paid by them to "any middlemen 'for sale of coal. Instructions 
have again been issued by the Department of coal to all the State 

'Governments and Administrative-Ministries i Departments to ins-
'wet aU the departments and public undertakings; under them 
not to employ middlemen or transport agents for the purchase of 
coal from any of the public sector Coal companies. A copy of this 
DelWtment's letter No. 5401211Oi76-CDT, dated dated 12-7-76 is at 
Appendix IX. The individual cases coming to the notice of tiI~1i 
Department's letter No. 54012/10/76-CDT, dated 12-7-76 is at 
handling agents are dealt With strictly according to the COPU's l'e-

·"Commendation. In this conneciion, a copyeaeb of this Department's 
letter No. 54012ilOi'f6.CDTPt.dated the 20th September, 1976 and 

·its reply dated 12-9-'16 CiIl at Appendix X. 

Certain aspects, however, need ,to :be 'taken into consideration 
1n this regarl:1. 
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A consumer-whether a public sector consumer ar a pPlvlte con ...... 
sumer-may require the services of an agent in connection with pro-
gramming of despatches, allotment of wagons, supervision of quali,;,-
ty at the leadi'ng point and financial credit. 

National Coal Development Corporation LimitedlCoal India 
Limted while not encouraging employment of such agents, cannot,. 
perhaps, object to the employment by the consumers of agents for 
the purpose of rendering service of the above nature. IIf coal pro-
ducers are to deal directly with all consumers, including all big' 
and small public sector undertakings, this would require creation' 
of a huge infrastructure. In this connection, it may be added that 
Coal India Limited are endeavouring to reduce the dependence of' 
consumers on 9UCh agents and have undertaken a reorganisation 
of their marketing diviSion, setting up of marketing zones, Regional' 
and Branch Offices, and attaching competent staff to service the-
customers on day-to-day basis. 

Recommendation No. 62 (Paras 10.26 to 10.28) 

The Committee find that the Corporation suffered a loss of 
Rs. 2.53 Iakhs, Rs. 173.19 lakhs, Re. 653.45 Iaklis, Rs. 24~.O8' lakhs and' 
Rs. 659 lakhs during the year 1969-70. 1970-71, 1971-72, 1972-73 and' 
1973 ... 74, respectively. The Committee also note that upto the end 
of March, 1974 the Corporation incurred' a cumulative loss of Rs. 16.13' 
crores. They are. informed that the profitability of the Corporation 
since its Inception had suffered because of certain extraneous factors 
beyond its control. The actual demand of coal dt1ri:hg the 2nd and 
3rd Plan periods was for less than the estimates of demands. Th~' 
system of coal pricing followed by Government was unfavourable· 
to the Corp,oration in comparison with the private sector collieries, 
inasmuch as the Coal Price Revision Committee: recommended prices 
on the basis of capital employed in the bulk of private sector mines' 
which was B.s. 16 per tonne, whereas the capital employed in the 
NCDC was as high as Rs. 80 per tonne. The: Corporation also suffer-
ed on account of non-availability of wagons and it could not utilise-
its available capacity. 

The Committee also find that the loss in NCDC was ma,inly on 
account of persistent poor production performance and under-utilisa-
tion of capacity in ce!'tain colleries. The C-ommittee recommend that 
a detailed analysis of the collieries which are working continuously 
in loss should be made in order to pin-point the basis defidencies 
and concerted efforts should be made to remove NCb deficiencies and 
il!lprove production and productMty' of these coU"'ies'byre--()~-
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~sation, provision of balancing/additional equipments for increasing 
production and strict manpower and financial control. The Commit-
,tee have already recommended that the Govern~t/Corporation 

,should ensure full utilisation of capacity of the washeries of NCDC 
in order to improve its profitability. 

Now that there is much greater demand for coal and th~ coal 
'prices have also been raised by the Government and since according 
to the management there is substantial improvement in the avail-

: a,bility of wagons, the Committee feel it should not be difficult for 
the CorpO'l'ation to increase production and productivity in the mines 

'washeries of NCDC and to reduce, the cost of production. 

The Committee need hardly stress that .the GovernmentlCorpora-
1ion should take suitable measures to ensure that the NCDC turns 
" the corner and become a profitable concern. 

Reply of the Government 

(a) Re. Collieries working contin'\LO'U.SZy in losses 

The Central Coalfields Ltd. have identified the following eleven 
'colleries which have been giving consistently poor performance over 
:the past several years: 

1. Bhurkunda 
2. Sayal 'D' 

: 3. Chalka'l'i 
4. Bachra 
5. Dhori Group 

'6. Sawang 
7. J arangdih 

·8. Sa,unda 
9. Argada 

,10. Talcher 
11. Deulbera 

'The causes which had led to the poor performance of the colleries 
have been analysed in detail and remedial measures are being taken, 
Asa result, the wO'l"king of six of these colleries, namely, Bhurkunda, 
.!S~y.an 'D' Chalkari, Bachra, Dhori Group and Sawang had shown 
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'Considerable improvement and the losses have been reduced.· The 
reasons for the losses include such factors as unfavourable over 
burden 'l'atio, surplus manpower, uneconomic size of units, occurrence 
of faults, depletion of reserves, geological disturbances, poor rate of 
'SOwing, heavy pumping, high power cost and high absenteeism etc. 
The following steps have been taken to improve the proformance 
{)f these units:-

(i) Basic deficiencies in each of the collieries are analysed in 
detail at the periodical cost performance meetings and 

------_. ---------
*Audit have stated that ,the Ministry's reply does DOt incor-

porate the fonowing points contained in their letter No. 1432ICA-
lII-143-76/Vol. II dated 7-12-78:-

(i) The correct figures of coal production and O.M-S. for the 
year 1976-77 in re.spect of Dhori Group of Collieries a'l'e 
11,56,000 and 0.39 as against 12,51,000 and 0.42 mentioned 
in the Ministry's reply. 

(ii) In the Ministry's reply it has been stated that, as a result 
of analysis of causes of poor performance of the collieries 
and the remedial meaSU'l'es taken, the working of six col-
lieries, viz., Bhurkunda, Sayal 'D', ChUkari, Bachra, Dhori 
Group and Sawang has shown considerable improvement 
and the losses have been reduced. From the statement 
furnished with the; reply, it is, however, seen that:-

(a) In Sayal 'D' colliery the loss pe't' tonne has increased in 
1976-77 over that of 1975-76 and the reduction in 1976-77 
as compared to 1974-75 is negligible. 

(b) In Chilkari Colliery the loss per tonne has increased in 
1976-77 as 1976-77 as compared to 1975-76. 

(c) In Bachra Colliery the. loss per tonne has increased in 
1975-76 and 1976-77 as compared to 1974-75. 

(d) In Dhori Group and Saunda Collieries, the loss per tonne 
increased substantially during 1976-,77 as compared to 
1974-75 and 1975-76. 

(e) In Duel Bera Colliery the loss per tonne in 1975-76 and 
1976-77 is more than that in 1974-75. Thus, it will be 
seen that, out of six collieries mentioned in Ministry's 
reply in respect of which considerable improvement and 
'l'eduction in losses has been stated, the loss per tonne 
has increased in 1976-77 as compared to 1975-76 in res-
pect of 3 Collie,ries (Sayal 'D', Chalkari and Dhor! 
Group). 

~(ili) In Chalkari and Saunda Collieries the OMS has come 
down .over the years." 
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rem.edial measures are disc1l$Sed aJlCi ~l1ltIlted. 1'l1e-
mine working have been reorganised. to the extent ~. 
sary and practicable. This includes the closing down of 
uneconomic sections, amalgamation of smaller units etc. 

(ii) Balancing resources of machinery have been provided 
wherever possible. 

(iii) Methods of working have been modified to provide partial 
mechanisation, utilisation of coal handling plants etc. 

(Iv) Power supply arrangements and coal handling arrange-
ments, transportation systems and sand stowing arrange-

• ments have been reorganised. -
(v) Strict cost control measures which includ~ the following 

have been taken:-
(a) control on manpower deployment; 
(b) restriction on overtime; 
(c) action against absenteei.sm, elimination of infructuous 

expenditure like fall-back wages and lay-off payments; 
(d) reduction in lead and lift in mine workings; 
fe) economy in stores and power cost; and 
(f) introduction of multi-shift working. 

(b) Re: Measures to turn the compa:n,y into a profitable concern 

As a !'e&ult of the various measures taken to improve the produc-
tion, productivity and profitability of the mines and washeries, the 
CCL has, according to the provisional accounts for the year 1975-76 
(which are yet to be audited), eliminated its overall losses. The-
quantum of profit, if any. earned by the Company will be known 
only after the accounts are finalised and audited. In this connection: 
it may be mentioned that even though the price of coal was revised 
by the Government in July, 1975, the revised price which was Rs. 4.30' 
per tonne less than the price recommended by the Inter-Ministerial 
Committee on Coal Prices does not allow the company to provide 
for depreciation or toeam any return on the capital investment. 
This decision Wft taken by the Government in order to minim1se' 
'the impact of the price inCl"ease on ,the consumers. 

The Committee has also referred to the greater demand for coal. 
~t is no doubt true that during 1974-75 and lr7S-76 the demand for 
coal has shown increase but towa'l"ds the end of 19'1§..;76 the rate of 
incre:ue of demaDd for coal begain to fall aDd, fIG far, it has not 
picked up Significantly since ,then. If the dematd does not mate-
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rlal1se to the levels planned, it is apprehended that it might reftect 
adversely OD the profitability of the company, The Government and 
Company are watching the situa.tion and the programme of develop-
ment of coal production will be adjusted to the actual demand as 
far as possible, 

(c) Fe-Utilisation of Was1tery capacity 

Reply to recommendation No, 50 may kindly be seen, All efforts 
to maximise the working of the washeries consistant with the demand 
for washed coal are being taken, 

CENTRAL COALFIELDS LIMITED 

S/a'ement showillg Productioll, OMS & Profits afld Loss ror BI.lIIn ColluM 

---"--'-" ------
~I.No. Colliery Year Coal Overall Profit and 

Production O.M.S, loss 
'000 ton, Rupee per 

Tonne 

I. Baurkunda 1974-75 7811 0'71 -14'39 

1975-76 878 0'79 -15'1l7 

1976-77 856 o'So -8'1l3 
ll. Sayal '0' 1974-75 507 0'65 -10'38 

1975-76 571 0'70 -6'6g 

1976-77 5!:17 0'74- -9'44 

3. Chalkari 1974-75 121 0'61 -20'69 

1975-76 1113 0'57 -II'1l3 

1976-" 1118 0'55 -14'66 

.4, Baehra , 1974--75 265 0'58 -4,66 

1975-76 327 0,69 -7'66 

1976-77 299 0,66 -6'22 

. 5, Ohora Group , 1974-75 1119 0'32 -23'!l0 

1975-76 1181 0'35 -19'211 

1976-77 1!l51 o'4!1 -30'48 

6. Sawang , 1974-75 174 0'39 -33'3 1 

1975-76 194 0'48 -38'96 

1976-77 !l40 0'45 -lll'73 
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• It " .. 5 

7, J arangdih 1974-75 184 07,35 -sz70~, 

1975-76 186 0':37 -32'58' 

19']&-77 205 0'42 -14'79' 

8, Saunda, 1974-75 256 0'47 -!W86 

1975-76 240 0'47 -24'73 

1976-'7 171 0'37 -83'69 

9. Argada , 1974-75 53 0'46 -24'58', 

IP75-76 s6 0'52 -33'59' 

r976-77 57 0'57 -16'54 

10, Talchar, ~974-75 222 0'35, -39'82' 

1975-76, 225 o'gS -43'16· 

'976-77 sz64 0'51 -15'24 

II, Doolbara J97~75 1Ig6 0'43 -14'33 

1975-76 290 0'43 -26'95 

1976--77 280 0'51 -16' 20 

Recommendation No. 63 (Para 10,33 to 10,35) 

The Committee regret to note that the periodical accounts were 
not being prepared uniformly and regulm:ly and there was consider-
able time lag between the period of accounts and the dates of their 
preparation, It has been stated that periodical accounts were not 
prepared in 1972-73 and 1973-74 as the Corporation had diverted all 
the~ attention for removal of various deficiencies in accounts as 
pointed out by the Statutory Auditors in the accounts for 1971-72, 
This was also due to staff and officers being deputed for the purposes 
of taken over mines due to nationalisation of coal mines, The Com-
mittee are not convinced by the arguments advanced by the Cor-
poration for not preparing the periodical accounts as in thei!' opinion 
absence of such Reriodical only indicates lack of financial_ control, 
The Committee need hardly stress that maintenance of proper ac-
counts, is the pIimary and important function of an efficient organisa-
tion which should not have been neglected, 

The Committee !'ecommend that the Board of Management should 
ensure that posItion regarding periodical accounts is brought through 
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the reports plac~ before them so as to prevent this work faIlm, 
into arrears. 

The Committee also note that the deficiencies pointed out by the 
Company Auditors in their reports on the accounts for 1971-72 are 
very serious 1n nature. They are informed that most of the defects 
pointed out by the Auditors had been rectified during the course 
of 1973-74 and efforts were being made to remove them completely 
before 1974-75 accounts are over. The Committee would like to be 
informed of the progress. 

Reply of the Government 

(a) Regarding placing of periodical accounts to the Board of 
Management 

The system d preparation of periodical profit and Loss Accounts 
and capital expenditure statement was in practice till 1972-73. It 
was not possible to prepare periodical accounts from 1972-73 onwards 
due to diversion of officers and staff for the pU'l'pOse of managing 
the coking and non-coking coal mines whose control' was taken 
over by the Government. In a coordination meeting of the Area 
Accounts Officers held on 11-3-1976 at Ranchi, the, question of pre-
paration of periodical accounts was discussed in depth and it was 
decided that from April, 76 onwards monthly profit and loss Account 
and capital expenditure statement would be prepared. These Ac-
counts would be finalised at the Area level by the 10th of the follow-
ing month and would be forwarded to the Company headquarters. 
where the accounts so received from the Area would be scrutinised 
and consolidated position would be placed before the Managing 
Director and the Board. In spite of some initial difficulties, this 
system is being followed now. 

(b) Regarding removal of the defect.'! sorted out by the Company 
auditors in their Report jor the year 1971-72 

Positive efforts have been made to remove the deficiencies point-
ed out by the Statutory Auditors. 

The Statutory Aud;tors in their report on the accounts for the 
year 1971-72 had commented that due to inadequacy in 'recording of 
fixed assets, it was not possible for them to veri:y the different clas-
ses of fixed assets including those in stores and in transit and to 
ascertain the correctness of their valuation and of the depreciation 
provided thereon. During the year 1973-74, a complete physical 
verification of all plants and machineries and vehicles has been made 
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and reconciled with the financial books. Differences found have been 
transferred to suspense Account for further scrutiny and reconcilia-
tion. 

Regarding Sundry Debtors, Loans and Advances and Current 
Liabilities, the AuditO'l's in their report on the account of 1971-72 had 
commented that full details of these items were not available. The 
details of the transactions booked to the above heads have since 
been prepared from 1-4-1968 onwards. Instructions have been issu-
ed to the Area Accounts Officers to give their full attention to these 
remaining deficiencies and remove them compel.etely and quickly. 
The tinal result of the efforts being made by the Area Accounts Oftl-
cers would be known only a·fter the accounts for the year 1975-76 
are compiled and audited by the Statutory Auditors. 

With regard to the comments of the Statutory Auditors on the 
stores and spare parts, sundry Debtors Loans and Advances and 
Creedit etc. aU concerned including the Area Accounts Officers have 
been instructed to make efforts to remove these deficiencies and 
the progres" in th:s regard is also being watched through periodical 
review of the reports submitted by them and by inspection by officer 
from company headquarters from time to time. 

A special Task Force of Senior Officers of the Company would 
be going from Area to Area in the next few months to review the 
progress of action taken by the colliery and Area Accounts Officers 
and to complete the rectification of the deficiencies. 

Recommendation No. 64 (Paras 10.45 to 10.47) 

The Committee regret to note that so far the Corporation has not 
laid down any norm or yard-stick for determination of the date 
from which a project should be borought on to revenue account. No 
uniform policy has been followed by the corporation in bringing the 
d'fferent projects on revenue account. Although the matter was 
considered by the Board of Directors but they have merely said 
that every case should be decided On its own merits. The Commit-
tee are informed that a numl)er of Committees have gone into this 
question and the Bureau of Public Enterprises has also examined 
the matter. They are very much astonished that in spite of all the 
detailed examination of the subject the Government and the corpora-
tion have not been able to evolve effective guidelines in this regard. 

The Committee note that the Ministry has now proposed to the 
Coal Companies that a sp,ecific date as to when a project shuold be 
brought on revenue account should be indicated in the project report 
and if there is any deviation from that date, it should be reported 
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to the authority who originally sanctioned the project (the Board 
of Di'l'ectors of the Government as the case may be) and their ap-
proval obtained. 

The Committee recommended that the Government should arrive 
at a decision in the matter in consulat:on with C&AG and issue 
necessary guidelines in' this regard to all the public sector under-
takings in the coal mines sector in order to ensure that this procedure 
is uniformally followed by all of them in all their projects. 

(Paras 10.45 to 10.47) 

Reply of the Government 

Coal India Ltd., While preparing the project reports indicate the 
dater when revenue account should be opened. At present the prac-
tice is to bring a project to revenue account when the level of pro-
duction has reached 45 per cent in the unQerground mines and 40 
per cent in the caSe of open-cast mines or provision of full comple-
ment of equipment, whichever is earlier. This practice have develop-
ed as a result of practical experience in the development of mines. 
It draws a balance between the extremes, namely, (a) the time of 
reaching the level of procution when the project reaches the break-
even point, (b) the time when coal seams ha,ve been touched and 
production has started from developed faces. 

It is considered that it is not advisable to wait up to the break-
even point due to various reasons. It may take quite some time, 
both in terms of production level and time factor, to reach this stage. 
011 the other hand, it would also be imp'l'acticable to assume the 
opening of revenue accoun, as soon as the coal seam has been 
touched in course of the development of the, mine. Unless adequate 
number of faces are opened to give a reasonable production to enable 
the Project to meet at least its cash expenditure, the project cannot 
stand on its own feet. As such, the criterian of the level of 40 per 
cent to 45 per cent of ta'l'get production, or provision of full comple-
ment of equipment whichever is earlier, is considered an appropriate 
solution to determine the da.te of opening revenue account. This 
date is indicated in the Project Report. If there is any significant 
variation in bringing the Project On to revenue account, with refer-
ence to the date indicated in the project report such variations are 
to be reported to the Board and dealt with in the same manner as 
the variations in the capital cost are dealt with. 

Recommendation No. 66 (Paras 10.62 to 10.64) 
The Committee note that a scheme of reorganisation of the Inter-

nal Audit Department was approved by the Board of Directors in 
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February. 1968 and additional staff was posted raising the strength 
from 7 officers and 16 staff members in 1968-89 to 8 officers and 27 
staff members in 1970-71. They however, find that the number of 
officers was reduced to 5 during 1972-73 and there were duly 4 offi-
cers as on 31st March, 1974. As a result of the reduced strength the 
Internal Audit wing could not discharge its duties effectively and 
cou.ld visit only 18, 29, 27, 23 and 49 units out of 85 units during 1969-
70., 1970-71, 1971-72, 1972-73 and 1973-74 respectively. Upto 1969-70 
no verification of cash was done in any of the units and in 1970-71, 
1971-72 and 1972-73 such verification was done in 12, 14 and 18 
units. 

Test verification was not done in any unit during 1973-74. In 
their supplementary report on the accounts for 1971-72 the stat.utory 
auditors observed that the extent of check exercised by Internal 
Department was not adequate and that the Internal Audit should 
cover more units and checks exercised by them should be more ex-
tensive. 

The Committee regret to note that even now the internal audit 
organisation has not been built up in full measure. The Committee 
need hardly stress that internal audit being one of the essential tools 
of management control, the Corporations shouJd activise and 
strengthen the internal audit and ensure that the Internal Audit 
Department should have a more comprehensive programme of ins-
pection as recommended by the statutory auditors in supplementary 
Teport on account for 1971-72. 

The Committee also note that the internal audit department has 
pointed out various irregularities and deficiencies during the course 
of their verifications. The Committee recommend that the reports 
of internal audit and action taken by the management in reg8!'d to 
each of these irregularities and deficiencies should be reported to the 
Board of Directors from time to time and s~itably reflected in the 
periodical reports brought out by the Corporation. 

Reply of the Government 

(1) Regarding adivisation and strengthening of IDternal Audit 
Department 

Internal Audit Department of the erstwhile NCDC was reorganis-
ed, in the year 1974 on the lines of the decision taken in the second 
meeting of the Board of Dh'ectors of CMAL held on 28-11-73. Ac-
cordingly, this department was intended to be primarily Officer-
oriented and was made directly responsible to the Apex body of the 
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oerstwlrde CMAL and the work of follow-up of the Report submitted 
by the Internal Audit Department W86 entrusted to a Special Coal 
under the Accounts Department of the Company. 

After the formation of Coal India Ltd. and its other Subsidiaries 
with effect from 1st November, 1975, the functions of Internal Audit 
were delegated to the respective subsidiary companies and with 
-effect from April, 1976, follow-up work on the Reports of the Internal 
Audit Department of CCL has also been entrusted to this very de-
partment. 

It has been reported by the company that while the details of 
the staffing pattern for Internal Audit Departments 1n all the sub-
sidiary companies are under examination by CIL headquarters, 1n 
the CCL, the Internal Audit Department consisting of 8 officers is 
engaged in regular inspections in the headquarters and in the field, 
on a programmed basis. During inspections, the cash verification 
and inspection of accounts of sales as well as other officers/units are 
done thoroughly and effectively and any irregularities discovered 
are brought to the notice of the colliery a management and General 
Managers of the Areas and the Chief Accounts Officer and also the 
Managing Director at the headquarters. Instructions for imple-
mentation of the suggestions contained in such reports and for recti-
fication of the iorregularities and deficiencies are issued and are fol-
lowed up, for implementation. -The follow up work is being done 
by the Internal Audit Department itself and any lapses in implemen- . 
tation are brought by them to the notice of the authorities at the 
Company headquarters. The General Managers in the Areas send 
compliance reports in their Monthly Reports to the Company head-
quarters. The matters of implementation are also discussed in the 
coordination meetings of the GMs and Heads of Departments taken 
by the Managing Director. . 

A special task force consisting of senior officers including the 
'Chief of Internal Audit has been formed by CCL for going round 
all the Areas and cause compliance with these reports while on the 
spot. This task ·force will go into all the deficiencies/irregularities 

:'80 far pointed out and not rectified, in each collierylunit of the Com-
pany within the next few months to ensure action. 

(b) Regarding p1llcing of Dote on removal of irregularities and 
deficiencies pointed out by Internal Audit Department to the 
Board of Directors and their inclusion in the report of the 
Company. 

A system of reporting the irregularities and defici~cies pointed 
-out by the Internal Audit Department and the remedial action taken 
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there on as reported to the Board of Directors of the Company IS' 

being introduced immediately. Similar ir.fO'I'mation will be included 
in the Company's Monthly Report to the CIL. 

Recommendation No. 68 (Paras 11.35 to 11.36) 

The Committee regret to note that stores accounts have remain-
ed in arrears right from the inception of the Corporation. There 
was no reconciliation between the quantity of stores as shown in the 
price-cum-quantity ledgers maintained in the area accounts officers 
and that shown in the quantity ledger, maintained by the stores 
units. To avoid continuing back-log of accounts. New priced 
stores ladger were opened by adopting the ground balances on 1st 
April, 1968. The value of the ret difference of Rs. 101.52 lakhs 
between the balance of the priced stores ledger and the quantity 
ledgers as at the end of 1967-68 was transferred to the 'Stores Sus-
pense Account' pending clearance after reconciliation. The balan-
Ce under the account as at the end of 1973-74 was Rs. 76 lakhs. The 
Management have now stated that they have completed major por-
tion of the reconciliation for the year 1973-74. 

The Committee recommend that the Management should spare 
no effort to ensure that the work of reconciliant of the price store 
ledgers and quantity store ledgers is completed without further 
delay, They also like to recommend that the Corporation should 
review the system of stores control and follow the modern method 
of perpetual inventory system. 

Reply of the Government 

(a) Regardi,;.,g efjons to ensure completion of the work of recon-
cHiation of the price store ledgers and quantity store ledgers. 

The reconciliation between the quantity of Stores as shown in 
the price-cum-quantity ledged maintained in the Area Accounts 
Offices and the entries in the quantity ledgers maintained in the 
stores depots has already been completed for the period upto 1974-
75. Such reconciliation work in respect afthe year 1975-76 1s in 
progress. Steps are in hand to complete this work quickly. 

(b) Regarding review of the system of stores control and introduc-
tion of the modern methods of perpetual inventory system. 

The depots presently maintain only quantity store ledgers 
and the corresponding priced store ledgers are maintain by the Area 
Accounts Offices. For all items received in the stores (after in-
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apection and acceptance), receipt vouchers indicating the code num-
ber, description, quantity, price and value are prepared and 
copies of receipt vouchers duly completed are sent to area 
Accounts Office for accountal of the Il'eceipts in the priced 
store ledgers. Similarly for all items issued either for direct con-
sumption or on depot transfer, issue vouchers indication the code 
number, description and the quantity issued are prepared and signed 
by both the issuing depots as well as receiving depots and copies of 
issue vouchers are sent to Area Accounts Office for accountal in the 
priced store ledger maintained by them. 

The evaluation of the receipts is done on the hasis of the values 
indicated on the receipt vouchers. Area Aceounts Offices fix the 
issue rate and debit the value of materials issued to the projects! 
store depots. The stock verifiers a attached to the Area Accounts 
Office carry out the reconciliation of the price-cum-store ledgers 
maintained in the Area Acc~unts Office with the quantity ledgers 
maintained at the depots. The discrepancies, if detected, are recti-
fied by preparing stock adjustment sheets. 

Al!, per the Materials Management Manual of Coal India Limited 
circulated in October, 1975 the following data area required for 
effective inventory control system as well as for the inf01'1"'.8-
'lion of Management:-

1. Stocks status report 

2. Minimum stock & re-order 
level 

3. List of high stock itema 

4. Stock status evaluation and 
transactions statement show-
ing receipts, issues as wpll 
as progressiVe totals of issues 
and receipts and balances aB 
well as average inventory 
balance from the beginning of 
the year 

5. Non-moving items statement 

6. Slow moving items statement 

7. Category analysis 

8. ABC analysis 

Fortnightly 

Weekly 

Monthly 

Monthly 

Half }'early 

Half yearly 

Yearly 

Yearly 
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The above details/statements can be had in time only with the 
"help of a computer. On the basis of a proposal from DirectorjFmance. 
ICCL the system Manager of Mis. Eastern Data Centre, Calcutta had 
a detailed discussion anti also studied the Com}!lany's system of stores 
accounting by visitihg Central Stores. Barkakana and Bhurkunda 
stores. Thereafter, the party sent in the proposal withtbeir 

. estimates in the middle of March 76. Their proposal to start me-
chanised inventory control method with regard to A items, which 
may be about 5000 in number and with regard to Bl items which 
may also be about 5000 in number is April 76 is under consilllera-
. tion. The A and Bl items will account for about 85 per cent of 
the total annual consumption value of all moving items. After 
Dring A and 81 items on mechanised inventory control method by 
30-9-76 of the system of stores accounting may be reviewed anll, 
whether B2 and C items also should be brought under mechanised 
inventory control method would then be considered. However the 
Director of Commericial Audit has stated that the propsal to start 
-mecbanisedinNentory control has not yet been finalised and fresh 
quotatio:n -has been invited for evaluation of economical and teach-
nical soundness of the offer. 



CHAPTER m 
. RECOMMENDATIONS THAT THE COMMr.M'EE DO NOT DESIRE 

TO PURSUE IN VIEW OF GOVERNMENT REPLIES 

Recommendation No.7 (Para No. 3.18 to 3.24) 

The Committee note that the Corporation planned to develop 27 
·-collieries during the Third Five Year P,lan. It, however, developed 
16 collieries upto the end of 1965-66 but had to close down tempora-
rillfinally 7 collieries as a result of mid-term appraisal made in the 
middle of 1963 which indicated that the effective demand for coal in 
the country would be much less than the target. Three collieries 
were closed I suspended during Fourth Five Year Plan period due to 
slump in the coal market. An expenditure of about Rs. 9.22 crores 
has been incurred on the development of the c10sedlsuspended pro-
jects upto 31st March, 1974. Care and maintenance expenditure which 
has also been capitalised amounted to Rs. 1.28 crores Depareciation 
charges amounting to Rs. 2.29 crores, not having been reimbursed by 

. Government, have been written back, to be taken into account when 
the revised project Reports for these mines are prepared. 

The Committee have already observed that realistic assessment 
<Jf the demand of different catagories of consumers of coal had not 
been made. A number of projects, on the development of which huge 

. expenditure had been incurred, had to be abandoned when it was 
found that the demand was not coming up to the expected level. 

The Committee also find that the reopening of the clooedlsuspend-
.' ed projects has been very much delayed. In their Tenth Report 

(Fourth Lok Sabha-April, 1968) on NCDC the Committee had 
observed that a huge sum had been. blocked in these collieries which 
would result in loss by way o'f deterioration of plant and machinery 
and investment of money for quite a long period. The committee 
had recommended that all efforts should be made to find market for 
the output of these collieries as early 8S possible. 

In October, 1968 the Committee were infonned that it might be 
found feasible to reopen Kathona and J agannath Collieries by the 
end of 1969-70 The Committee, however, find that the development 
work in the Kathana Colliery was resumed only in 1973-74. AI-

; though production in the Jagannatb colliery starled in May, 1971 the 
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revised Project Report in respect of this Project was approved only 
in August, 1973. . 

The Committee further note that the development work on these 
projects was taken up on the presumption that the coal based indus-
tries, which were expected to take coal from these collieries would 
come up as per schedule failing which the development wm-k in the 
collieries had either to be suspended or delayed. Madhya Pradesh 
Indstrial Development Corporations proposal during 1968-69 for the 
setting up of LTC plant at Kathona did not materialise on account 
of which the development work on the Katkona Project had to be 
postponed. Work on the Jagannath Colliery had to. be suspended 
because of delay in the commissioning of TaIcher Power Station in 
Orissa. The decision to' reopen the colliery had to be revised as the 
proposed complex of Industrial Development Corporation of Orissa 
did not come up subsequently. The present level of off~take by the 
Talcher Thermal Power Station is only 0.24 million tonnes against 
the target production of 1 million tonnes per annum. The level of 
production had to be restricted to the 1 level of off-take of Talcher 
Power Station. 

The Committee, therefore, recommend that besides making a reali-
stic assessment of the demand it is also necessary to ensure that the 
development work is undertaken on the basis of firm agreements re-
garding the off-take of coal from a particular project and the deve-
lopment work should not in any case proceed on the basis of mere 
assumptions. 

The Committee reiterate that Government I Corporation should find 
markets for the closed!suspended projects so as to ensure full utili-
sation of the mines where huge capital expenditure has already been 
incurred. The development of new collieries should be taken up 
onJy after fully utilising the existing capacity and on the basis of 
realistic assessment of demand for coal and the economics of the 
Project. 

Reply of the Government 

Coal demand being a derived one is related. to the growth of the 
national economy as a whole, which in turn dep,ends on a large num-
ber of economic and other factors, both internal and international. 
On the other hand, coal mines have a long gestation period varying 
generallYi from 5 to 10 years which makes long term assessment of 
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'.coal denl~~d imperative. Deviations in materialisation of demand 
vis-a-vis long term assessment are inevitable in view of the unavoid-
able uncertainties. In view of the key position of coal as the most 
important and dependable source of energy, long term planning has 
to be done to ensure that coal production remains somewhat ahead 

. of the demand. Within these features of the coal situation the coal 
demand on a long term basis is assessed by the Planning Commission 
making use of the latest available information on the development 

. of various coal consuming sectors. As the Planning Commission is 
more intimately involved in the total planning of the national econo-
my and at that time the management of the coal mines was partly 
in the private sector.it was undoubtedly the best agency to undertake 
long-term assessment of coal demand. However, after the nationali-
sation of the coal industry, the C.I.L. and its subsidiaries are making 
their own assessment of demand, on short-term and long-term basis, 
in consultation with the Consumers, the various concerned organisa· 
tions and the Planning Commission. They also playas active role in 
the assessment of demand as well as in its periodic reviews. In the 
case of major consumers power stations, the standing linkage com-
mittee gives an indication of the coal requirement from each coal-
field and development plans are based on this. The State Electricity 
Boards concerned are addressed to give firm indication of phased de-
mand and a commitment to take the coal to be produced. I tis not, 
however, possible in all cases to proceed with the development only 
after a firm agreement is arrived at but close contact is maintained 
-with the prospective consumer and development of the colliery is 
coordinated with the phased development of the consuming project 
to the maximum extent possible. . 

R.ecommendation for Opening of suspended/closed Projects 

As a result of the review of the demand for coal in the Third Plan 
'period, tl:le following mines were closed I suspended: -

1. Nandira 
2. Jagannath (OIC) 
3. Asnapani .. 
4. Singaruli 
5. Ramgarh 

6. Pundi 
7. Katkona 
8. Bijuri 
9. Bhaskarpara 
10. Sonawani. 



118 

Market for coal from most of these projects has now been estab-
lished and the projects are proposed to be opened in phases. The' 
present position with regard to theRe is as follows:-

1. Nandira: 

This mine has since been reopened with a view to supplying coal' 
to Mis. Fertilizer Corporation of India's coal based Fertilizer Plant 
set up at Talchar which is likely to be commissioned early next year .. 
The mine is now under development with a provisiQn for longwall 
extrtution of coal and at present the production by way of such deve-· 
lopment work has come to about 4000 tonnes per month. 

2. Jagannath: 

This Colliery has also been reopened for purpose o·f coal supply txY 
Talcher Thermal Power Station and production has already reached 
30,000 tonnes per month. This Project has been brought on revenue 
account w.e.f. 1-4-1974. 

3. Asnapani: 

Three Projects namely, Asnapani, Gobindpur, and Uchitdih 
were being considered for taking up in collaboration with Great 
Britain. The collaboration did not materialise, hence further deve-
lopment of the projects could not be continued at that stage. In 
view of the increased demand of medium coki'ng coal now, the area 
is again under consideration for opening. A Project report for 
Gobindpur mine in this area has already been prepared. Recent 
exercise of steel production plan till 1983-84, as done in Planning 
Commi'ssion in July, 1976 indicates limited addition to steel demand 
and coal demand therefore will not need full scale development of 
Gobindpur or Asnapani Project. 

4. Singrauli: 

Two projects, Jhingurdah and Garbi are already being worked 
in Singrauli Coalfield. In view of the increased requirement of coal 
for power. two more Projects, namely Jayant and Bina have been 
opened and are under development Jherigudah and Gorbi project 
linked with the obra and Renusagar Thermal Power Station . The 
new mines proposed in this field would be linked to the expansion 
of the two power station9 and the Super Thermal Power Station at 
Singrauli. 
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5. Ramgarh: 

This is a medium coking coal project which was earlier propoged' 
to be taken up in collaboration wi:th USA. The collaboration did-
not materialise at the time and in the meanwhile there was also re-
cession in coal industry. However, .the 1easibUity report for open. 
cast mines in Remgarh Project was prepared in August, 1974 with 
technical assistance and collaboration with USSR. The detailed 
report on Ramgarh Project is proposed to be prepared in the· 
USSR. Initial development work has since been taken up at this 
project. A washery is also planned at Ramgarh and the washed 
medium coking coal is linked to the growing demand of the steel' 
plants particularly Bokaro Steel Limited. 

6. Pundi (O/C): 

The present demand situation does not justify the reopening of 
this mine. It will be taken up when the demand for this variety 
of coal picks up. 

7&8 Kafkona and Bijuri: 

These mines have been reopened and development work is in 
progress. Katkona will supply blenadable coal to the Bl1ilai Steel 
Plant. Coal from Bijuri would be supplied to Thermal Power 
Stations in Western lIndia. 

9. Bhaskarpara: 

No development' work was undertaken in the mine; only pre-
paratery work had been done. It will be opened for p,I'o.,duction in 
the Sixth Plan, depending on the demand. 

10. Sonawani: 

The deposit which was included in the project report fs being 
worked through Kurasia underground mine. The Linkage is to 
market consumers in Western India. 

Full utiIizatiOlJl of existing capacity before taking up new Projects. 

Before taking up development of new projects for meeting in-
creased demand of coal, an endeavour is invariably made to meet the 
demand by utilizing the existing capacity of mine already under 
production their expansion and if necessary, by re-organising and 
reconstructing other mines. The economies of opening a new mine 
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-vis-a-vis expansion of existing capacity are finally review before 
sanctioning any new project by various agencies including the coal 
company, Department of Coal and Project Appraisal Division of 
Planning Commission. 

Reco~endation No. 10. (Para No. 3.51 and 3.52) 

The Committee find that the project Report for the development 
-of the Asnapani Project for the production of coking coal was ap-
proved by the Government subject .to the typing up of foreign ex-

. change requirements with UK Credit. In December, 1965, Gov-
-ernment, however informed the company that it was not possible to 
tie up this project with UK Credit. Subsequently, however, the 
Department of Economic Affairs considered release of foreign ex-
.change resources or from rupee payment areas. The p,roject was, 
however, deferred due to slump in the coal market during 1966. At 
the same time it was felt that the coaL requirements of Kathara 
washery, which were to be partly met by this project could be met 
from Kathara mines themselves. The Committee fail to understand 
the basis on which it was earlier concluded that supply of coal from 
Kathara II mine was nearly exhausted and Asnapani Project would 
be needed to supplement the supply of coal to Kathara washery. 
~ :mapani project had to be deferred to shortfall in the demand for 
~oal. It has been admitted by the Secretary of the Ministry that 
"the assessment of demand was not realstic'·. 

The Committee find that there is no concerete proposal at pre-
sent to develop the project. Capital expenditure amounting to 
Rs. 46 Lakhs incurred on the project including the expenditure in-
curred on care and maintenance upto 31st March, 1974 has there-
fore, proved to be infructuous. The Committee are further sur-
prised to note that 8 bungalows were constructed at a cost of Rs. 4 
lakhs for British mining experts even before the source for foreign 
exchange for the Asnapani Project could be settled. It is evident 
that the construction of bunglows not have been started with such 
an undue haste without taking firm decision about the development 
of the project. The COmmittee would like Government to investi-
gate as to what extent this expenditure could have been avoided 
with proper planning and foresight. The Commtttee would like 
respol1Sibility to be fixed and deterent action taken against officers 
found responsible for the lapse and remedial measures taken to see 
that such costly lapses do not occur. 
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Reply of the Government 

(a) Deferring of Asnapani Project 

In the Third plan, it was originally estimated that the steel 
industry would require a quantity of 25.40 m.t. of coking and blen-
dable coals corresponding to its target of 9.2 m.t. of Ingot steel in 
1965-66. The actual consumption of coal by steel industry in 1960,-
"66 was 13.07 m. t. representing a shortfall of almost 50 per cent. The 
trend towards steep fa!.! in the demand for coal, particularly coking 
coal, became evident towards the latter half of the Third Plan. This 
~upled with the slow progress in the constitution of the Kathara 
Washery of Thi'rd Plan meant that the reserves of coal in the 
Kathara mine would not get exhausted as thougQ.t earlier. It was 
thus possible to defer the development of Asnapani project by a few 
years. Subsequently, there was some delay in the steel plants tak-
ing adequate quantities of Kathara washed coal and the washeny 
eould not operate at full capacity. The life of Kathara mine thus 
got prolonged. Hence the need for the Asnapani Project has not 
arisen even during the Fifth Plan. It is only after Bokaro Steel 
went into producti'on that the offtake of washed coal from Kathara 
has gone up and now the washery is being operated at higher capa-
dty levels. The investment made in Asnapani will be kept in view 
while planning for additional production of medium coking coal 
and efforts will be made to ensure that the inve9tment made therein 
does not become totally infructuous. 

(b) Construction of bungalows for U.K. experts 

The circumstances in which the bungalows had to be constructed 
urgently have already been explained to the Committee. The con-
struetion of the bungalows in advance of the sancUon of the project 
was decided at the highest level and had been sanctioned by the 
Department of Mines with the concurrence of the Ministry of 
Finance. The action was taken in good faith at a time when nego-
tiations were conducted with U.K. Government for credit with the 
good offices of U.K. Coal Board and was justified by the develop-
ments then expected. It b submitted that in planning, certain 
infrastructure facilities have to be provided in advance especially 
where forei'gn collaboration is involved and action which was justi-
fied at that time would sometimes in retrospect, appear to have been 
ill planned and lacking in foresight. In the circumstances the 
Government dose not consider it appropriate to fix responsibility 
or talte action against individual officers. 
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It is alSo submitted for the information of the Committee that 

the bungalows have lince been put to use in the Kathara Area from 
April 75 and that they are not lying vacant. 

Recommendation No. 11 (Para Nos. 3.59 and 3.60) 

The Committee take a serious note of the fact that particulars 
of p)ant and machinery transferred from the closed/suspended pro-
jects the untts to which transferred and the value of each plant 
and machinery so transferred were not available with the Corpora-
tion. In respect of closed/suspended mines which are now pro-
posed to be reopened, the plant and macinery previously transferr-
ed to other collieries have either been brought back or purchased 
afresh. But the information regarding value of the plant and 
machinery preViously transferred and now brought back to 
these projects, the amount of freight incurred on the trans-
portation to and fro of such p)ant and m3.chinery also not available. 
The Committee fail to understand as to how proper control was 
exercised on the transfer of plant and machinery from one unit and 
its receipt and accountal at the other unit in the abs:mce of this 
vital informaUon. The Chairman CMA admitted it as a failure 
that the appropriate documentation of transfer of plant and ma-
chinery was not made at the material point of time. The Secre-
tary of the Ministry admitted that without proper records the 
equipment and machinery could not be accounted for. 

The Committee recommend that this serious lapse on. the part 
of the Management should be thoroughly investigated by Govern-
ment in order to fix responsibility. Reconciliation of accounts now 
done should also be verified in order to ensure that reconciliation 
is complete and accurate in all respects. They hope that suitable 
procedure would now be laid down in this regard and no such lapse 
would occur in the future. They would like that general guidelines 
in this regard s~ould be issued by BPE to all the public undertakings 
in order to obviate recurrence of such cases. 

Reply of the Government 

As desired by the Committee a senior officer has investigated 
the matter of lack of proper accounting of plant and machinery 
withdrawn from the closed and suspended projects. The investi-
gating oftker was asked to locate and verify the details of trans-
fers and retransfers and to suggest measures for avoiding the recur-
rence of the lapse pointed out by the Committee. As a result of 
the investigation it has been possible to obbin the details of trans-
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ferred it~ms of machinery valued at Rs. 97.83 lakhs. The items of 
machinery for which complete details have not yet been traced is 
valued at Rs. 11.87 lakhs. Efforts to trace these are continuing. 
As the major part of the machinery for which proper documentation 
of transfer could not be shown to Audit earlier has since been traced 
and the CCL is hopeful of tracing the balance and considering that 
over 10 years have elapsed since the transfers took place, it would 
be appreciated that it is neither necessary nor possible to fix res-
ponsibility on individuals. However, it is necessary to tighten up 
the system to prevent even these documentation lapses. Instruc-
tions have, therefore, been issued by the Chief Accounts Officer CCL 
on 28.4.1976 and by the Managing Director on 8.9.76 emphasising 
the need to follow stI'ictIy the procedure for documentation and ac-
countgl of plant machinery transferred from one p,roject to another 
as laid down in the Stores Manual of the NCDC and the Accounting 
In9tructions issued from time to time. The Managing Director has 
also enjoined the Internal Audit teams visiting the projects to look 
into this aspect specifically. The Area Accounts Officers have been 
asked to bring any lapse/failure in this regard to the notice of the 
concerned General ManageI' who should take immediate action to 
enquire into the matter and fix responsibility. 

2. Recommendation regarding issue of general instructions to 
all Public Undertakings in order to obviate recurrence of such cases 
is being considered by the Bureau of Public Enterprises. 

Reeommendation No. 14 (Para Nos. 3.94 to 3.96) 

The Committee note that the Management decided as for back 
as April, 1965 to have a temporary coal handling plant for loading 
of coal from shaft mine in the Sudamdih PI'oject. '.the work 
order was, however, issued in June, 1970, iei after 5 years. Against 
the 9tipulated date of September, 1970 the plant was completed in 
June, 1972. The Railways, however, did not commence the supply 
of wagons till March, 1972 on acc.mnt of non-installation of signall-
ing and tele-communication system. The construction of the 
permanent coal handling plant was taken up in February, 1971, at 
an estimated cost of as. 30 lakhs. Against the stipulated date of 
February, 1972, the plan is exp,ected to be completed in July. 1975. 

Due to delay in completion of the temporary coal handling plant 
and its non-operation even after completion for want of correspond-
ing raHway siding facilities the expenditure incurred on the con-
struction of the temporary coal handling plant is not likely to be 
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gainfully utilised after the completion of the permanent coal handl-
Ing plant. Moreover a 9UID of Rs. 4.48 lakhs has been incurred on 
the transportation of coal to the loading point with the help of 
departmental dumpers and loading it manually. The Committee 
feel that NCDC should have also placed firm orders in time on 
Railways to provide the requisite siding facilities. 

The Committee would like the Ministry of Railways to investi-
gate the reasons for delay in installation of signalling equipment 
despite the best efforts of NCDC in order to fix responsibility for the 
lapses. 

Reply of the Government 

(a) Delay in completion of temporary coal handling plant: 

Even though the decision to have a temoprary coal handling 
plant to serve till the permanent plant was commissioned was taken 

-\l)ril, 1965, the order for the same had to be synchronised with 
the availability of the railway siding. The sub grade work for 
Phase I Part I of the railway siding was completed and laying of 
permanent track materials was commenced ~y the Railways in 
June, 1970. The work order for the temporary coal handling plant 
was also issued at that time. The completion of the plant got de-
layed mainly due to non-availability of certain iron and steel 
materials. lIt was, however, got ready by the time the railway 
siding was completed. 

(b) Delay in completion of permanent conI handling plant 

The main reasons for the delay in completion of the parmanent 
coal handling plant are attributed to 

(i) Shortage of iron and steel materials required for fabrt-
cation and erection works; 

(ii) non-availability of steel and cement required for Cons-
truction or the bunker; 

(iii) unexpected frequent occurrence of sliding of. the sides 
during earth cutting for excavation of bunker; 

(iv) acute shortage of industri.al gases required for fabrica-
tion work; 

(v) abnormd rainfall which hamp,cred the progress of 
work. 
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(c) Ut.ilisation of expenditure on temporary coal handling plant 
The temporary coal handling plant consisted mainly of s.~el stru-

cturals and conveyors. All the str'ucturals have been utilised in the 
permanent C.H.P. and sand gathering plants and the conveyors have 
been utilised underground. 

(d) Erpenditure on manual loading 
As there was no arrangement of shale picking in the temporary 

C.H.P. there were complaints from the consumer, viz, Bhejndih 
a.bout quality. Loading from the temporary C. H. P. had, there-
fore, to be discontinued and manual loading resorted to till the 
permanent C. H. P. with shale picking arrangement was commis-
sioned. 
(e) Delay in installation of Signalling equipment 
"M desired by the Committee, the Ministry of Railways have 

looked into the matter. The orginal movement plan for the pro-
ject prepared by NCDC in consultation with the Railways envisag-
ed movement of coa1 in blockrak.es. However, in the initial stages,. 
due to various difficulties encountered in the development of the 
project, the production did not come up to the anticipated levels 
and piecemeal movement of coal be:ame necessary. According 
to the Railways,. the necessitated the provision of certain additional 
facilities. N. C. D. C. have however stated that after completion 
of the work, the Railways found it necessary to make modification 
in the gradient of the track. The Railways therefore submitted a 
revised estimate of cost. As NCDC felt that these facilities should 
have been provided originally, they were reluctant to accept the 
liability for the increased cost but ultimately they agreed to it. On 
account of these modifications and the time taken in negotiations 
over the revised estimate, the opening of the siding took longer 
time. 

In the circumstances the Ministry of Railways one of the view 
that there ia no question of fixing responsibility. 

Recommendation No. 15 (Para 3.99) 
The Committee note that the Corporation imported 2 sets of air 

conditioning equipment at a cost of Rs. 4.74 lakhs from Poland in 
connection with the shaft sinking programme. The equi,pment 
was, however, received when the shaft sinking had already been 
completed. The Committee are informed that the equipment is 
now being utilised in the company's new SaleslPurchase Office at 
Calcutta even though there is no provision for the equipment in 
their office at Calcutta. The Committee are doubtful whether the 
air conditioning equipment were at all essential or it was merely 
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ordered on the advice of Polish Experts without going into the merit 
whether or not its import was absolutely essential. They are sur-
prised that the management have not been able to locate the rele-
vant rues in this regard. The Committee would like that this mat· 
ter be investigated and the Committee infoI"med of the results. The 
Committee would also like to be informed if the late receipt of air 
conditioning equip,ment was due to late placement of orders of 
due to delay in supply by the foreign suppliers. 

Reply of the Government 

An investigation was made into the matter regarding the im-
port of air-conditioning equipment for the shaft sinking programme 
by a committee consisting of the Controller of Stores and Purchase. 
Additional Chief Mining Engineer (Prod.) and Chief Accounts Offi-
cer of CCL. The Committee has concluded that though the equip-
ment was indented by the project on 17th September, 1962, formal 
order could be placed on the successful tenderer only on 3rd Oct. 
1964 as the Actual User's Import Licence was received on 26th Sep-
tember, 1964. It took about 14 months for the receipt of the equip. 
ment from the date of placement of order. This is consfdered to be 
a normal lead time for such equipment. How~ver, the Committee 
was asked to invesigate further whether the placing of the order 
in October. 1964 could have been avoided. CCL has been a.ble to 
furnish to the Committee a file in whicn copy of the order is avail-
able, but the records relating to the processing of the indent not 
Coal India Limited are endeovouring to reduce the dependence of 
finding in this regard. 

2. The Committee has assessed as follows: 

(i) Although these equipments were envisaged to be used for 
the air conditioning of the environment in the shaft sink-
ing operations the working conditions at the bottom of the 
shaft for deeper horizon were not found to be very un-
comfortable to the Indian Miners due to their acdima-
ti~ation to the generally high level of temperatures 
prevailing for most of the year on the surface and airo in 
the mines. They did not feel much discomfort and 
it is reen that the actual operations of the shaft sinking 
for the depth in the region of 45()"500 metres were not 
appreciably hampered because of the lack of the air-con-
ditioning of the ventilation. 
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(ii) These equipments were procured as per the advice of the 

Polish collaborators in anticipation of achieving higher 
rate of 'shaft sinking in lower horizons at high tempera-
ture. 

(iii) As the actual working environment could only be est!-
, mated at the time of commencement of the shaft sinking 

operations, it was not possible to foresee whether these 
equipments were essential in the shaft sinking operations 
particularly in lower horizons or not. 

(iv) The Management have been able to locate file No. GDSI 
Disp,osal/Air conditioning/69 dealing with disposal of the 
equipment after the same was declared surplus. A copy 
of the supply order placed by the COP of NCDC is also 
available. 

(v) There was no particular delay in procurement of the air 
conditioning equipment after obtaining the Actual Users' 
Import Licence which was issued by the Government on 
26-9-1964. 

The Committee have stated that late receipt of the air condi-
tioner's was not on account of any undue delay in p)acement of 
orders on in supply by the foreign suppliers. The total lead time 
involved was almost the same as that u9Ually taken for, such im-
ported equipment. The supply by the firm was also effected soon 
after the Actud Users' Import Licence was made avaUable. 

3. As regards the use of the air conditioning equipment in the 
Calcutta Office, it is stated that even though the original estimates 
for the building did not contain provision for airconditioning, the 
orders of the Chairman, NCDC were obtained before the installa-
tion of the equipment. The revised estimates' were approved by the 
Chairman. In this connection it is also submitted that the equip-
ment cost only Rs. 4.46 lakhs at the time of purchase as against the 
estimated p,rice of Rs. 6.01 lakhs in 1971-72. ' . 

4. The CeL fs being advised to take appropriate care. in impor-
ting equlpments for specific usages within certain time frame, to 
ensure that only absolutely essential items ar'e procured. 
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RecommeodatioD No. 17 (Para Nos. 3.113 to 3.118) 

The Committee find that the development work. in the Surakacher 
Project which was started in 1963 was completed only in 1969-'lCL 
During this period the project reports and estimates were revised 
several times. Owing to shortage of funds and possible lack of de-
mand, the desirability of suspending the development work or slow-
ing it down was considered by the Corporation in 1966-77 and 
it was ultimately decided by September, 1967 th3.t the Project 
should be developed for a production of 6.4 lakh tonnes per annum 
(which was also considered break-even point) instead of 11 Ialth 
tonnes originally envisaged. A revised estimate of Rs. 13.44 croI"es 
was, however, prepared in July, 1972 for a production level of 11 
lakh tonnes per annum according to which the break-even point 
was expected to be achieved in 1977-78 at 96 per cent of full 
capacity. 

The Committee, however, find that conflicting statements have 
been made with regard to the quality of coal found from Surakacher 
Project. It was earlier stated that the grade of coal actually pro-
duced has been found to be inferior to that indicated in the Project 
Report. However, it has now been stated that this proje:::t belongs 
to the grade I category and as the new price structure is based on 
useful heat value of various grades, the break-even point would be 
reached on attaining a production of 70-75,000 tonnes per month i.e. 
at about 80 per cent of the production capacity. The break-even 
point would be further reduced if coal price goes upto higher' levels. 
The present production of the colliery is about 60,000 tonnes per 
month. The Committee would like Government/Corporation to re-
concile the conflicting statements about the quality of coal so that 
the estimates of cost and br'eak even point might be realised. 

The Committee also find that though originally the Project was 
envisaged for meeting the reqUirements of Bhilai and Rourkela Steel 
Plant and movement to Western India, the Management has been 
attributing the slow pace of pr'oduction to the delay in setting up the 
coal based fertiliser Plant at Korba. The Committee are surprised 
at the statement of Management that the decision to have a fertiliser 
plant at Korba was taken only after the Project was taken up. The 
Secretary of the Ministry had admitted during evidence that a con-
scious decision was taken to slow down this Project. The Fertiliser 
Plant at Korba was later abandoned. Although the development of 
the Project was practically complete in 1969-70, the production had 



129 

to be restricted to 20,000 tonnes per month due to lack of market. 
It has been stated that no demand study was undertaken by NCDC 
before undertaking the Project. A decision was taken on the basis of 
the assessment made by Government. 

The Committee take a very serious note of the fact that the ques 
tion of marketability of coal from Surakacher Project had not been 
thoroughly examined by NCDC before going in for the project. The 
Committee have already stressed more than once the desirability 
of taking up the Projects on the basis of realistic and scientific assess-
ment of demand. The Committee would like to reiterate that Pro-
jects on which huge investment has to be made should be taken only 
on the basis of firm demand. 

The Committee are informed that care is now being taken to 
accurately assess the demand for coal before taking up any project. 
In case of linked projects the matter regarding expected demand 
is taken up with the respective cO'nsumers and in case of projects not 
linked to any specific plant, a demand survey is made by the market-
ing division. The Committee hope that this procedure would be 
rigidly followed so as to ensure a firm demand for the supplies. 

The Committee also rer.:ommend that concerted steps should now 
be taken to acc.elerate the pace of development of the mines and 
thereby increase the output so as to attain the breakeven level as 
early as possible. 

Reply of the Government 

Originally the coal of Ghord~wa seam, which is mined in Sut'a-
kachar Colliery, was thought to contain Grade I coal of blendable 
quality on the basis of the report of the Coal Blending and Coking 
Research Sub-Committee (TISCO) Jamshedpur. Subsequent tests 
in the CFRI showed that even though the grade of the coal was the 
same, its blendability characterestics were poor. This did not affect 
the price but it did diminish the marketability as the steel plants 
for which the supply of blendable Coal was orginally envisaged, 
could not use this coal in their coke ovens. 

Th~ working cost at Surakachar has been varying from time to 
time, the last significant change being after the implementation of 
the National Coal Wage agreement from 1-1-1975. The price of coal 
was revised by Govt. w.e.f. 1-7-1975 and at current working costs 
and prices, the colliery has reached the break even point. 
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3. It is reiterated that Surakachar was developed to meet the 
general Coal demand. When the idea of setting up a fertilizer plant 
came up, it was suggested to link Surakachar rather than develop 
a new mine. However, the fertilizer project got postponed and 
Surakachar had to regulate its production to the level of market 
demand, i.e., cpal requirement of Railways, Cement Plants and 
industries. 

4. During 1975-76, Surakachar Colliery has been able to reach a 
level of production of 7 lakh tonnes per annum. It would be possi-
ble to take care of likely increases in cost of production by marginal 
increase in production over this level. If the market improves fur-
ther, the mine would be able to earn profits. 

5. The Committee's observation about making large investments 
in Coal mines after firming up the demand estimates has been noted. 
At present, no project is sanctioned without an examination of the 
reliability of the market survey data. It must, however, be appre-
ciated that some fluctuations and in balances in coal demand do take 
place as a normal feature of market and these inevitably effect deve-
lopment of new projects. 

Recommendation (SL. No. 18, Paras 3.125 to 3.134) 

The Committee find that although the development of Surakachar 
Colliery was completed in 1969-70 the sand gathering plant would 
be completed only by 1976-77. The Committee are surprised to note 
that the Project Report approved in 1963 did not indicate the sche-
dule of completion for sand gathering arrangements. The delay 
has been aUributed to delay in the supply of machinery and equip-
ment by MAMC. The Committee have already adversely commented 
about the delays on the part of MAMC in supplying the requisite 
Plant and Machinery to NCDC with the result that many of the 
Projects of NCDC get delayed. As a result of delay in the completion 
of Eland gathering arrangements sand was being collected 
partly manually through contractors and partly with the help of 
equipments purchased from Garden Reach Workshop Limited. 

The Committee would like that the Management should assess 
the total loss incurred by NCDC as a result of delay in the comple-
tion of sand gathering arrangements and the extra expenditure on 
account of the collection of sand manually. 

The Committee also note that some of the equipments supplied 
by Mining and Allied Machinery Corporation Ltd. at a cost of 
Rs. 6.8'3 lakhs and installed in January/March, 1970 completely failed 
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during b.-ial runs and the Cost of modifications borne .y NCDC i8 
still to be recovered from MAMC. The Committee would like to be 
informed about the recovery of the amount. 

The Committee also find that as part of the joint arrangements 
of sand gathering for Banki and Surakachar Collieries, the Company 
purchased 100 sand wagons in 1966 at a cost of Rs. 19.98 lakhs out of 
which 40 wagons valued at Rs. 7.99 lakhs became surplus with the 
abandonment of sand gathering arrangements at Banki Colliery. It 
was stated in March, 1974 that these would be utilised at Silewara 
Colliery. 

The Committee fail to understand as 00 why the surplus wagons 
could not have been utilised in Silewara Project earlier when it was 
started even as early as 1967. The Committee are informed that 
these are now being utilised at Surakacher Colliery itse~f. 

The Committee recommend that the reasons for the purchase of 
the wagons in excess and non-utilisation of surplus wagons resulting 
in unnecessary lock up of capital should be investigated in order 
to fix responsibility for the lapses, if any. 

Reply of the Government 

The delay in commission:ng the Sand Gathering Plant at Sura-
kachar Colliery was partly due to the delay in getting the machinery 
supplied by MAMC and partly due to fai1ure of the machinery 
supplied by MAMC. Sand was collected manually to make up the 
de1cieney. Equipment was also purchased from the Garden Reach 
Workshop. The loss incurred due to delay in supply/failure of them 
machjnery supplied by MAMC is estimated at Rs. 80,70(}/- and the 
extra expenditure incurred for coHection of sand manually was about 
Rs. 16,600 for the period under consideration detailed break 
up and supporting '3 purse for these emimates could not 
be made available to Audit so far. The company has been asked 
to make another effort to furnish these details. A sum of Rs. 68,356.50 
has been recovered from the bills of MAMC on this account. In 
addition, a sum of Rs. 27,178/- was recovered as the cost of the 
burnt/damage material and Rs. 41,400 on account of loss incUI"red on 
the dismentling re-erection of Winch House and other addition and 
alternations for the Scraper, which were carried out departmentally. 

It was earlier proposed that the 40 wagons which were then con-
sidered as surplus at Surakachar be transferred to Silewara Colliery. 
However, the development of Silewara got delayed due to very 
severe and unforeseen geological difficulties and working conditions. 
Wagons were therefore not transferred to Silewara. 
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In the meantime the re-assessment with actual experience revealed 
the fact that the high flood level previously estimated was 75 per 
cent of the actual high flood level of this Area. The colliery also 
found the need for additional quantity of sand for s~owing pUlposes. 
Therefore, these 40 wagons were retained and not transferred to 
SUp-wara. Even if these wagons have been t!'ansferred to Silewara, 
fresh purchases would have beer requir~d to meet the needs of 
Sura kachar. 

Recommendation (SI. No. 19, Para 3.134) 

The Committee regret to note that although a study made by the 
Headquarters, Planning Department jn April, 1970 revealed that 
Surakachar Colliery had on excess staff strength of 500 workers on 
the basis of current level of work nothing was done to reduce the 
strength to the desired level. The extra expenditure due to excess 
employment of workers worked out to about Rs. 20 lakhs per year. 
The Committee are informed that the excessive man-power was pri-
marily due to recruitment of manpower with initial development 
works and the difficulty of dispensing with their service sub-
sequently when production had to be restricted for lack of market. 
The Committee see no reason why recruitment of staff should not be 
restricted to the requirement at each stage of development. The 
Committee have been repeatedly pointing ou that recruitment of 
excessive staff is one of the maladies of production and has to be 
avoided. The Committee recommend that this serious lapse should 
be thoroughly investigated in order to fix responsibility for the huge 
loss suffered as a result of employment. 

Reply of the Government 
• 

As reported earlier a Committee aPPOinted by Coal India Limited 
has investigated the matter pertaining to the recruitment of exces-
sive man power at Sarakachar Colliery. Relevant extracts from 
the Committee's report are enclosed. (Appendix XI) 

. 2. The report of the Committee revealed that the excess staff 
strength in April, 1970 was only 140 and not 500 as assessed earlier 
by the Planning Branch of the NCDC headquarters. Since there was 
a big diveI'gence in the two assessments the Chairman-cum-Manag-
ing Director, Western Coalfields limited was requested to go into 
the matter personally. Extract from his report are given below:-

"According to the Planning Department's report, there were 
about 1400 workers deployed at Surakachhar Colliery in 
the month of April, 19'70. Out of these, 700 had been 
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deployed in underground. According to the report 50C 
people were supposed to be rendered sl,1rplus due to seal-
ing of mine No. 2 at that time. It has been stated in the 
report that out of .these 500 supposed to be rendered as 
surplus, 100 had been engaged in Civil Engg. works tnus 
leaving a balance of 400." 

According to the detailed studies undertaken by the Committee, 
there were 1361 workers employed at the Colliery at that time. The 
break-up of the working strength is as under:-

(a) Time-rated workers 803 
(h) Piece rated workers '7~ 

(e) Monthly paid employees '55 
(d) Civil construction and other 

surface works 9' 
(t) Surplus workers trnasferred 

to other Proj eelS! Areas '40 

TOTAL. 

5. These extra developmental works were absolutely essential 
due to:-

(i) the change in the mlOlng methods, from roof and pillar 
method with partial stowing to long wall method with 
complete hydraulic stowing. 

(ii) adverse and unexpected geological conditions resulting 
in majority of the property including mine entries below 
high flood level and; 

• (iii) restrictions imposed by the Mines Department due to 
adverse geological conditions. 

6. Thus, it may be seen that out of the 500 workers stated as 
excess, real excess was only 140 and the balance of 360 9hould have 
been recruited for developmental work and if there services would 
not have been available undertaken. The management, in case of 
these 140 excess man power' had the following alternatives:-

(i) to dispense with the workers or; 

(ii) to transfer them to some other projects; 

7. A3 it was felt that the recession was only of a temporary phase, 
any retrenchment of workers would have not only created a lot of 
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labour problems but also would have created wrong image and im-
pression of the biggest public sector enterprise. The alternative 
of transferring them to other collieries immediately would itself 
have also created problems as the recession was there in the coal 
industry itself. At the earliest opportunity these 140 workers were 
transferred from Surakachhar Colliery and reduced the man power 
to only 1221. 

8. In this connection it may be mentioned that at any level of 
output certain number of permanent workers are required, like 
Pump Khalasis, Winding Engines Operators, Bankman, Ventilator 
Operator etc. 

9. Producticon during the years 1969-70, 1970-71 and 1971-72 is 
as under:-

89.84' tonnes 

2,32.000 tonnes 

Manpower, thus, employed for additional developmental work 
were utilised for production in the subsequent years. 

10. As may please be seen, the recruitment of staff w~s done on 
the basis of Construction Reports and not made in any haphazard or 
unplanned way, and hence, the question of fixing responsibility does 
not arise. 

• • • • • 
The Committee's findings are appended below:-

It is reported that the actual employment in 1970 was ]361 
workers and the production in that year was 89,481 tannes. This 
manpower for this level of output was definitely high. 

Originally the recruitment of this manpower was made for deve-
lopment with the expectation that when the mine goes into regular 
production, we will be needing them for production joP. Unfor~una
tely, there was a slump in the market which was not anticipated. 
The production had to be pegged down. This resulted in surplus 
manpower. 

The Management took the following corrective action: 

(i) Transferring 14Q workers to other collieries where they 
were needed, thus reducing the manpower in Surakachhar 
to 1221. 
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(it) Employing the remaining surplus workers on the follow-
ing development wotk which are necessary for further 
increase in production with the improvement in market 
condition. 

(8) Marking drivage of loco road in East and West including 
stone work. 

(b) To make permanent junction of roadways and erection 
of heavy duty steel supports and laying permanent track 
in the roadways. 

(c) Equipping battery stations underground and drivage of 
ga te road for keeping 10ngwaU panels ready. 

(d) Recovery work in No.2 Pit and other associated wotks. 

Recommendation No. 27 (Para Nos. 4.41 to 4.42) 

Th J Committee are surprised to note that although the Manage-
ment became aware of the difficult geological conditions of the 
Kame .. incline in Bisrampur colliery during April, 1962 and June, 
1963 when two major faults were encountered and although a spe-
cial committee recommended in April, 1964 that the equipment re-
quire(I for the coal handling plant should not be purchased, the 
Management having awarded the contract for civil work in October, 
1963, decided in June 1964 to go ahead with the civiL construction 
work of the plant which was completed in April, 1966 at a cost of 
Rs. 4.49 lakhs. Further work on structural portion of the plant was 
however, stopped in September, 1968. The expenditure already in-
curred on the Project thus proved t6 be infructuous. 

The Committee recommed that the construction of the coal handl-
ing plant without carefully reviewing the production programme 

• (if the mine in the light of geological conditions already encountered 
should be investigated in order to fix responsibility for the infruc-
tuous expenditure of Rs. 4.49 lakhs incurred on the aforesaid civil 
worktl. 

Beply of the Government 

A& recommended by the Committee on Public Undertakings, a 
Committee was constituted to investigate the matter. It appears 
from the report that the SpeciaL Committee's recommendation to 
suspend procurement of equipment etc. was related to the ant:cipat-
ed market conditions and not to the geological diSIUrbances encoun-
tered in 1962-63. The two faults were encountered in a short period 
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The programmed output from the incline was reduced to 0.3 million 
tonpes from the original 0.5 million tonnes due to anticipated change 
in market conditions. The production from the inclines was ex-
pe:ted to reach 0.3 million tonnes by the time the coal Handling 
Plant was ready. The Coal Handling Plant was also expected to 
handle coal from the north side quarry of this property. These ap-
pears to be the primary considerations for the management to go 
ahead with the construction of the coal Handling Plant. The equip-
ment wag also received but when the civil work was completed in 
1968 there was further slump in the coal market and it was decided 
to pe§' the output from the inclines. Decision was taken in 1968 not 
to eqt1.ip the Coal Handling Plant and to transfer the equipments 
perch,~sed to other ~oal Handling Plant of the Corporation. 

Pr' sently due to the increased off take of coal arrangements are 
in hal d to equip the coal handling plant and bring it into commis-
sion t·) .handle the anticipate.d production. 

Recommendation No. 29 (Paras 4.69 to 4.7.2) 
Th~ Committee find that the boilers of the Patratu Thermal Power 

Station of the Bihar State Electricity Board were designed by the 
Russian suppliers on the basis of the characteristics of low grade coal 
propoJed to be suppl:ed from Naditoli Seam of Gidi 'C' Collie·ry. 

The linkage Committee on middlings appointed by Govt. however, 
proposed the supply of middlings from Washeries to be set up at 
Ramgarh and Gidi. As the Ramgarh W.ashery did not corne up and 
there was delay in the setting up of Gidi Washery the Corporation 
revived its proposal to meet the requirements of the power station 
by opening NaditoU open cast mine. The development of the mine 
was, however, not taken up as the coal reserved were found to be 
inadequate. As an alternative the Thermal Power Station was 
,orced to utilise the high grade coal which caused serious opera-
tional problems due to heavy slag formation in the furnance and 
necessitated modifications in the boilers. From the facts stated 
above it is obvious that the coal res~rves of the Naditoli Open cast 
mines were not properly studied before pro.posing linkage of the Pro-
ject to Patratu ThermaJ Station. The proposal for the development 
01 Naditoli open cast mine has again been revived. The 
Committee regret to observe that though the feasibility Report was 
approved by the Board of Directors in October, 1971, it was sanc-
tion(~d by Government in August 1973, i.e., after a delay of about 
two years. In order to meet the long term demand o'f Thermal 
Po" er Station the Corporation also approved the Project Report of 
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the Urimari Patanga Block of Balrampur Colliery in July, 1972. 
Government approval to this project was also given in August, 1973. 
Both the projects are expected to start production in 197~76. 

I t has been contended that NCDC had been insisting on entering 
into long term agreement on the issue of supplies to Patratu Power 
Station so that effective steps might be taken by NCDC for the 
development of new mines for producing inferior quality coal. But 
the Bihar State Electricity Board did not come forward for entering 
into an agreement and preferred to make purchases of coal on year 
to year basis by calling of competitive tenders. 

The Committee observe that though the NCDC proposed to sup-
ply coal to Patratu Thermal Station form Naditoli mine and the 
boilers of that thermal station were designed on the basis of that 
proposal, the coal reserves of the Naditoli open cast mine were sub-
sequently found inadequates of meeting the requirements of Patratu 
Thermal Power Station. They cannot but conclude with regret 
that the original proposal to supply ooal was made without making 
a thorough survey of the Naditoli mines and as a result of which the 
Power Station was forced to use high grade coal which cause serious 
operational complications and necessitated modifications in the 
boilers of the Power Station. The Committee would like the Whole 
matter to be investigated and responsibility fixed and concrete action 
taken to obviate the recurrence of such situation. The Committee 
would like that all such matters like quantity of coal reserves and 
or quality etc. should be thoroughly studied before any firm pro-
posal to link any mine with any other project is made so that later 
on the Company does not find itself in an unhappy position of backing 
out from the commitment. 

The Committee regret to observe that the earlier reluctance on 
the par~ of Bihar State Electricity Board to enter into a long term 
commitment with the NCDC for the supply of requisite quantity 
of coal has resulted in delav in the development of Naditoli Col-
liery. The Committee feel that Government should have persuaded 

. the Bihar State Eedricity Board to finalise the agreement with 
NCDC so that the development of the colliery could have been taken 
up much earlier. Thev find that no formal lon~ term agreement 
has so far been concluded with the Bihar State E1ectricitv Boarel. 
Two essential namely suitabilitv of Nad:toli seam coal and price 
thereof have since been accepted by the Bihar State Electricity Board. 
Th~v hope that at least now the company should go ahead witl,. the 
execution of the projects linked with the Patratu Thermal Power 
station execution of these projects beyond 1975-76 as scheduled. 
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The Committee have already recommended that in order to 
avoid such situations wh:ch affect production in vital sectors like 
that of power, Government should set up a standing machinery for 
sorting out various problems which might arise between the Cor-
poration and the consuming agencies like power stations, steel 
plants etc. 

Repy of· the the ('.overnment 

The coal requirements of Patratu Thermal Power Statio'n have 
been fully linked by the Standing Linkage Committee with existing 
collieries in the Karanpura coal field and the middings itom washe-
ries. It will be appreciated that the washery middlings, which are 
inevitable by products, have to be consumed in preference to coal 
from new projects yet to be developed. It has also been subsequen-
tly found that it is more economical to expand the caracity of some 
of the taken-over mines in Karanpura like Dakra Buk-Buka than to 
deve].op depoEl:ts in the area. New projects like Naditoli will be 
taken UF only after the utilisation of the existing mines is maxi-
mised. As more knowledge about the economi 7S of different deve-
lopment patterns comes to light, the programme is bound to undergo 
change. This is one such instance. The decision to postpone Nadi-
toli project was taken in the overall economic interest. The Coal 
of Dakra Buk Buka is equally suitable to Patratu Power Station and 
i~ be:ng used by them in very large qualities even now. 

2. As indi~ated in the reply to Recommendation No. 28, the pro-
cedure for setting disputes among Government Departments and 
Public Undertakings has already been laid down by the Government. 
Government is also coordinating with coal, powe~ station and Rail-
ways through its Linkage Committee, which meets from time to time 
to resolve co-ordinating rroblems. 

3. A Committee was set up under the Chlinnanship of the Re-
gional Director of the Central Mine Planning and Desiin Institute 
to investigate the matter regarding the proposal to de.,eloJ." Naditoli 
Mine. The Committee has since submitted its report (Appendix 
XII). It will be 2een from the report that investigations conducted 
by the NCDC and G. S. 1. had established :-oal reserves of about 143 
m:l1ion tonnes including 45 million tonnes of quamable coal in 
Naditoli seam. If Bihar State Electricity Board had entered into a 
lo'ng term agreement, a mine of I m.t. capacity at Agoda could have 
been projected by the NCDC. As not only the long term agreement 
but also the projected demand did not materialise, NCDC prepared 
the project report for Naditoli mine with a shorter life to meet the 
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!nterim coal requirements of the power station. However. in actual 
practice, after some time, even this mine was not found necessary 
for meeting the requirement of Patratu POwer Station qualitatIvely 
and quantitatively as the actual requirement was 1.2 m.~. against 
projected demand of 4.43 m. t. and hence the project wa.s postponed. 

It is also not correct to say that the power station was forced to 
use high grade Coal because of NCDC not developing Naditoli Mine. 
Annexure III of the Committee's Report would show that the Power 
Station authorities had projected that they would be able to use 
increasing quantities of grade I coal up to 107,000 tonnes per month 
by June, 1967. In actual practice, the quantity of Grade i coal sup-
rlied was much less. 

The Committee has also brought out that the practice of the State 
Ele~tricity Board was to call for tenders on a year-to-year basis and 
hence they were not in a position to enter into a long term a~ee
ment with NCDC. Inspite of this, several attempts wer~ made both 
by the NCDC and by the Department even at the Minister's level 
but these efforts were not successful. . 

The Government having considered the facts brought out in the 
investigation, is of the view that there has not been any serious 
failure on the part of NCDC in this case, which would require res-
ponsibility to be fixed. However, Government has already accepted 
the view of the COPU that all matters like quantity of reserves, 
quality of coal et~. should be studied befoTe any firm linkage is made 
and there should be close co-ordination among the Coal, Power 
and Railways Sectors. This co-ordination is effected through the 
Standing Linkage Committee. 

~commendati~n No. 30 (Paras 4.79 to 4:80) 

The Committee note that an application for the grant of subsidy 
was made by NCDC in September, 1961 to the Coal Board expect-
ing that the' coal of Banki Colliery would be of Grade I, blendabl~ 
quality eligible for stowing subsidy from the coal Board. As the 
Coal Board was not satisfied with the blendability test, the Com-
pany requested the Central Fuel Research Institute, Dhanbad. to 
investigate the blendability of coal. The Committee are surpdsed 
to note that in May, 1963 the Comoany initiated action for the 
construction of civil works required for sand gathering and stowing 
arrangements in the Banki Colliery without waiting for the report 
from ~he Institute. 
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The Committee are further surprised to note that although the 
Central Fuel Research Institute indicated in August, 1965 that the 
coal from the Banki Colliery was not of blendable quality and thus 
not eligible for stowing subsidy, civil works were stopped only in 
February, 1967 by which time an expenditure of Rs. 10.53 lakhs 
had al'l"eady been incurred. The commencement of civil work. 
without first ensuring the pre-requiste for stowing subsidy has thus 
resulted in an infractuous expenditure of Rs. 10.55 lakhs. The Com-
mittee are not satisfied with the argument advanced by the Chair-
man, CMA that the civil works were proceeded with thinking that 
the Corporation would be able to persuade the Coal Board to allow 
the subsidy. The Committee feel that there was no justification 
to initiate action involving heavy expenditure, merely on the as-
sumption that the Coal Board would agree to allow the subsidv. 
The ComnUttee recommend that the entire matter should be 
thoroughly investigated in order to fix responsibility for the loss 
suffered QV the Corporation and whether the decision to go in for 
sand stowing and undertaking Civil Work for tbe purpose was based 
on any technical considerations Or merely to become e1i¢ble for 
stowing subsidv. It should also be investigated whether the report 
of the Coal Blending and Cok;ng Research Sub-Committee (TISeO') 
which initially certified tha,t the coal would be of grade I blendable 
quality eligible for stowing subsidy from tbe Coal Board was based 
on accurage data. The lacunae noticed in the Report of the Sub-
Committee should be pinpointed and lessons learnt to avoid such 
lapses in future. 

Reply of the Govemment 

As desired by the Committee on Public Undertakings. the matter 
was investigated bv a Committee of officers of Coal India IA:d. After 
inspection of the relevant records and sitee; as well ae; discussions 
with the officials concerned. the Committee h~s come to the conc1u-
gion that the dec;sion to go in for sand-stowing and unde'rtakin~ 

civil works at Banki colliery was based on technical considerations 
only. Thev have also concluded that the report of the Coal Blending' 
and Coking Research !;111b-Committee (TISCO) was on the basis of 
bore-hole sa~ples furnished to them. 

2. It is also seen from the copies of records furnished with the 
investigating Committees Renort, that the Chief Inc;pector of Mines 
had, in his letter dated 19~6-1961 stated that "It will be desirable to 
develop the area by level headings driven up to the bounda,rv and 
then to extract the solid block of coal bv retreating long-well 
methofl with cent percent stowing which will be in the interest of 
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safety. This method has been practised in a nwnber of collieries 
in these coalfields and has proved successful. At this stage when 
I do not know the condition of the roof in the area, I can not sug-
gest any better method. SouId the roof condition demand any 
change of method at a future date, a modification will have to be 

• made after discllssing the matter with you". From this statement 
it is clear that stowing was advised by the Chief Inspector of Mines 
for reasons of safety which is a compulsory measure. After the 

• mine was opened the technical conditions were studied and a 
method of exploitation was adopted which eliminated the need for 
stowing, thereby effecting saving in the cost of production from 
the mine. Unfortunately, this aspect of the matter, namely, that 
provision for stowing was made on the advice of the Chief Inspec-
tor of ]\iines as a safety measure was not brought to the notice of 
the Committee earlier, as a result of which, the conclusion has been 
arrived at that the sand stowing was proposed because it was ex-
pected that the coal from Banki colliery would be eligible for stow-
ing subsidy from the Coal Board. 

The investigation has, however, brought to light certa·in aspects 
of project planning which could be usefully followed in future, 
namely: 

(i) Test rer-ort of the quality of coal should be obtained from 
at least two different agencies. As soon as possible re-
port on seam samples should also be obtained before 
taking majoor investment decisions. 

(ii) There is need for further decentralisation of a~thority 
and quick communication. 

CCL is being requested to note the above aspects and follow them 
in future project implementation. 

Recommendation No. 31 (Para 4.87 to 4.88) 

The Committee find that the Corporation applied to the Bihar 
. State Government for the lease of 676 acres of land for the collec-

tion of sand required for stowing in the Karan Pura coalfields but 
the applications were rejected by the District Mining Officer, Hazari-
bagh' on the ground that the Corporation had paid 'l'oyalty on the 
basis of sale value of coal instead of its despatch value. A supple-
mentary demand on this account for an amount of 2.06 lakhs receiv-
ed from the District Mining Officer was not accepted by the Com-
pany as according to the Company the Distcict Mining Officer had 
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always been accepting the royalty on the basis of sale value of coal. 
As a result thereof, the CorporatlOn had to buy sand from a private 
party at a cost of &. 34 lakhs which was twice the amount which 
the Company would have spent if the State Government had agreed 
to grant the lease to the Company. The Committee are surprised 
to ot>Serve that while the Corporation did not agree to pay an addi-
tional amount of Rs. 2.06 lakhs to the Bihar Government for the 
grant of the lease applied for, it did not hesitate to pay an extra 
price of Rs. 17 lakhs to a pr,vate party for collecting the same 
quantity of sand. The Committee cannot b).lt deprecate the lack 
of commercial prudence shown by the Corporation in this deal and 
recommend that the matter may be thoroughly investigated res-
ponsibility fixed and suitable action taken against the persons found 
responsible. They would like to be mformed about the action 
taken by the Mana·gement in this regard within 3 months of pre-
sentation of the Report. 

The Committee are informed that the applications f9r lease sub-
sequently made by the Corporation to the Bihar State Government 
were rejected twice on technical grounds. Tney are told that the 
action is now bemg taken to acquire those areas under the Coal 
Bearing Area (Acquisition and Development) Act by the Govern-
ment of India. The Committee fail to understand as to why such 
an important issue had not been referred by the Corporation to the 
Ministry in the first instance when its applicatiOns 4ad been rejected 
by the Bihar State Government and why the action as is now being 
taken to acquire those areas, was not thought of earlier. The Com-
mittee are unhappy at the manner in which the whoi~ matter has 
been dealt with and would like the invest;gation recommended 
above to cover all these points so that such costly mistakes can be 
avoided in the future. 

Reply of the Government 

As desired by the Committee, an investigation has been made 
into the subject of grant of lease for 676 acres of land for collection 
of sand required by NCDC in the Karanpura coalfields. This in· 
vestigation was made by a Committee consisting of the Controller 
of Accounts (Internal Audit), CCL and a Deputy Chief Mining 
Engineer of the Central Mine Planning and Design I~titute. Copy 
of the report is enclosed (Appendix XIII). It will be noticed 
therefrom that the NCDC had been making vigorous efforts to get 
the lease of the private party, who was monopoliSing the supply of 
sand to consumers in the region, terminated. On receipt of a refer-
ence from the NC'OC, the Department of Coal had also addressed the 
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State Government to tt:rminate the said lease of the private party. 
Iu? no satisfactory response was 'I'eceived from the State Govern-
ment for premature termination of the lease of the private party 
and the grant of fresh lease to the NCDC, a directive was issued 
to the State Government. Simultaneously, action was also taken 
for notifying area under the Coal Bea'ring Areas (Acquisition and 
Development) Act 1957. 

After consideration of the report of the Committee appointed by 
Central Coalfields Ltd. and review of the steps that were taken for 
the termination of be lease of the private party and notification far 
acquisition of the area, the Government is convinced that the non-
payment of the additional amount of Rs. 2.06 lakhs was not a reason 
for not granting the sand lease to NCDC. This is also clear from 
the letter No. BIM5-1012i7212064, dated the 2nd April, 1975 from 
the Deputy Secretary to the Government of Bihar (Appendix XIV). 

The Government s also of the view that there has not been any 
negligence or malafide on the part of any official of the NCDC. The 
process in this regard is time consuming and in the circumstances, 
the NCDC had no alternative except to purchase the sand from the 
private party. 

ReCODlnt..endation No. 41 (Para No. 7.29 to 7.30) 

The Committee find that consequent upon the abandonment of 
bicable ropeway, 5.830 metres of locked coil rope purchased in July, 
1963 for Rs. 2.35 lakhs became surplus and are still awaiting dis-
posal. In the opinion of the Committee the purchase of new ropes 
in July, 1963 should have been avoided when during the same month 
"the Corporation had decided to discontinue the use of rope\\'ay. The 
Committee would like the matter regarding the purchase of new ropes 
should be thoroughly invest~ated and responsibility for the avoid-
able expenditure afixed. They would like to be informed whether 
this matter was ,at all considered by the BOijrd of Directors at any 
stage, before the purchase was actually undertaken. The Commit-
tee are tnformed that the BCCL has now agreed to purchase the 
rope at 50 per cent of the original purchase' price subject to the 
condition that the length of the reels is found suitable for BCCL's 
ropeway system. 

The Committee feel that it should not have taken the Corporation 
so long to dispose of the surplus bicable ropeway when the same 
was required by another public body/undertaking. The Corpora-
tion should have sought the help of Government/BPE when there 
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was disagreement between the Corporation and BCCL about the 
price of the ropeway. The Committee recommend that Government 
should issue gu'delines to all the public uo.dertakings about the 
steps to be taken by them in case of disagreement between two 
public sector bodies over the purchase and sale of surplus items. 
The Committee expect that the bicable ropeway would be sold to 
BCCL at an agreed price without avoidable delay. The Committee 
would like to be informed of the position. 

(Paras Nos. 7.29 to 7.30) 

Reply of the Government 

(a) Regarding investigation with regard to purchase Of locked coil 
rope 

Action for procurement of new locked coil ropes in question was 
initiated in August, 1962 when an indent for 2915 metrQS of 52 mm 
and 36 mm diameter each was made by the Superintendent, Kar-
gali Washery. 

The offer of Mis. Mitsui and Company Ltd. Calcutta for the above 
locked coil wire ropes was accepted in December, 1962 at £15.357 
(cost and freight), Calcutta. A provisional acceptance order was 
issued on 13-12-62. Thereafter import licence together with letter 
of authority and list of materials to be imported on this licence 
were sent to the supplier on 14-2-63. A formal letter of acceptance 
was issued on 25-4-1963. 

It appears from the test cert ficate dated 8-4-63, that the sup-
pliers and manufactured and tested the wire ropes on 2-4,·63. They 
shipped both 52 mm and 36 mm wire ropes on 15-4-63 per sailing 
ship "Eastern Ranger" from Yokohama, Japan to Calcutta Port 
Customs duty and Port Commissioner charges were paid by NCDC 
in the month of May 1963 at the time of getting clearance. 

It would thus be seen that the proceis of purchase was complet~ 
ed in the month of May 1963 and decision for abandoning the b~ca,ble 
ropeway in question was taken at a later date i.e. in July 1963. As 
such, there was no possibility of aVOiding the purchase and question 
of fixing responsibility for an ommission in this regard does not 
arise. 

(b) Regarding considera.tion of the proposal for purchase of locked 
wire rope by the Board of Directors 

Normally such purchase cases are not put up to the Board of 
Directors and as such the proposal for purchase of locked wire rope 
in question was also not put up to them fQr their consideration. 
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(c) Regarding sCLle of locked coil to BCCL at an agreed price 

BCCL have subsequently agreed to take all the 52 mm dia wire 
rope at a mutuali y agreed price and this rope has been released on 
10-2-76.' E·.en then one length of 1730 metres of 36 mm locked 
coil rope is left. EffO'1'ts are being made for its disposal. 

(d) Settlement of disputes between public sector undertakings 

Instructions have been issued by the Cabinet Secretariat in 
December, 1975 that disputes between p.ublic sector undertakings 
should be settled by mutual negor ation failing which by arbitration. 
However, no such occasion would arise between BCCL and NCDC 
(now CCL) as they are both subsidiaries of CIL and as reported 
above, the price has been agreed upon. 

Recommendation No. 42 (Paras 7.45 to 7.49) 

The Committee find that three' Japanese fitters of 5 tons per hour 
capacity each were installed as part of the Kargali Washery in 1958 
to recover coal fines. An examination of the tender documents 
revealed that a loss of fines at the rate of 1.5 tons per hour, or 500 
tonnes per month was permitted in the design itself. Certain losses 
were, therefore, inherent in the design itself as the designers had 
not made any provision for full recovery. It has been stated that 
this under-provisioning for the recovery of fines was done by the 
designers in order to keep the cost low. Providing a lifting rake 
mechanism in the thinker would have cost more, which the Japanes 
avoided. It has also been stated that the initial offer of the Japanese 
to built up six slurry ponds as a means for recovery of fines was 
not accepted and the mechanical device for recovery was preferred. 

The Committee also note that the designs for mechanical re-
covel:y were based on an estimated quantity Qf 1.5 to 2 per cent 
fines in the raw coal 'feed but actually it was about 8 per cent. This 
"deficiency and miscalculation was also responsible for winder-pro-
visioning of clarifying and filtering capacity. The Committee are 

"'At the time of factual verification Audit have stated as 
follows:-

"Two reels of locked coil rope of 52 rum size has been despatch-
ed from Kargali washery to BCCLon 19-4-1978 and 
27--4-1978 against release order dated 10-2-1976 at a mutualls 
agreed price, 1730 meter of 36 rom size meter rope has 
been disposed of for public auction." .!:X'_ 
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informed that it was only in 1963 that a dec sion was taken to con-
struct 4 nos. of sluI'l"y ponds to anest outgoing fines. This cost 
the Corporation very little and immediately started arrestmg lakbs 
of rupees worth of clean coal every month which otherwise would 
have found its way to the river. 

The Committee feel that loss of fines during the p'eriod 1958 to 
1963 could, have been avo ded by proper vigilance and for sight. 
They are not sure whether due care was taken before accepting tne 
design of the Plant offered by the Japanese collaborators. They 
are also not sure whether 'I'ealistic and scientific assessment was 
made with regard to the percentage of fines in the coal before fur-
nishing the data to the Japanese designers. They are also amazed 
as to why it did not occur to anyone of the Management during 
1958 to 1963 to arrest the flow of fines into the river. The Commit-
tee would, therefore, like that all these aspects should be thoroughly 
investigated in urder to pin point lapses if any. 

The Committee also note that owing to the under-provisioning 
of the clarifying capacity of fillers a part of the slurry had to be 
recovered manualiy from January, 1964 onwards. From January, 
1965 to filter plants completely stopped working and the coal fines 
had to be wholly recovered by manual opera·tion. The Corporation 
had to incur an expenditure of about Rs. 50 lakhs for recovering the 
fines by manual labour during 1967-68 to 1972-73. The Committee 
a:re surprised to note that the two Japanese filters were brought into 
operation only in 1972 and the third filter was brought into operation 
in 1973. To cope with the higher percentage of fines two large 
filters have .been installed in the washery. As a result of these 
steps, the quantity of fines coal which is now going to slurry ponds 
and manually recovered is app'I'oximately 3,000 tonnes per month 
as against ten to twelve thousand tonnes earlier. 

The Committee feel that the modification of the Japanese filters 
and instalation of new filters had been unduly delayed. They 
would like that the total loss incurred by the Corporation as a result 
of manual recovery of the slurry vis..a-vis mechanical recovery 
should be worked out and responsibility for delay in carryin:g out 
necessary modifications in the plant fur mechanical recovery of 
fines should be fixed. 

Reply of the Government 

A Committee of senior technical and accounts officers of Coal 
India Ltd. have examined the matter regarding lOBS of coal fines 
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from Kargali Washery in the light of the observations of the Com-
mittee on PubHc Undertakings in Recommendation No. 42 of their 
Report on NCDC. The results of the Committee's investigations are 
as under:-

(i) The order for Kargali washery, the first of its kind in the 
country, was placed after scrutiny of tender documents 
aild negotiatons by the Director General 'Supplies and 
Disposals in 1956. As it is now 21 years since the work 
was undertaken all the documepts relating to this tender 
are not available in that dffice. In the absence of these 
documents it has not been possible to make a precise as-
sessment of whether the design of the plant offered by 
the Japanese firm was scrutinised with all pmls·ble care 
or not. It has, however, been noted from the available 
documents that production of fine. coal (60 mesh) was 
estimated as 7.5 tonne per hour. In the report on per-
formance of Kargali washery submitted by CFRI in June, 
1972, it has been mentioned ·that the capacity of the 
slll'l'ry section could be rated at 20 to 25 tonne per hour 
which could deal with 5 to 6 per cent slurry production. 
implying that about 2 per cent of slurry had to be dis-
charged with the effluent. The construction of settling 
ponds was not fevoured due to lack of space at Kargali. 
Further the installation of filters to recover the fines was 
considered a better proposal in order to achieve a closed 
water circuit to reduce the cost of supplying fresh water 
to the piant. 

(ii) In the absence of complete recOTds the Committee could 
not form a definite opinion whether realistic and scientific 
assessment was made with regard to the percentage of 
fines in coal before giving data to the percentage of fines 
in coal before giving data to the Japanese designers. 

(iii) It has been found by the Committee that the actual loss 
of coal fines during the period from 1958-59 to 1963 has 
been much loss than 2 per cen~ which is considered 
technically within permissible limits. The fire coal re-
covery system began to be overloaded from the middle 
of 1963 when larger quantities of fines came in from 
Bokaro opencast Mine and further in 1964 when similar 
operations commenced in Kargali Colliery as well. 
During this period, the washery was also undergoing 
modification which resulted in frequent by passing the 
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filters and occassionally over loading. '£hI: construction 
of slurry ponds in 1964 was, therefore, justified as other-
wise the good quality fine coking coal could not have been 
anested and would have flowed into the Damodar. 

(iv) Manual recovery of fines was done to recover the balance 
fines which could not be collected mechanically. Hence 
this should not be considered as a loss. The poor reco-
very of fines by mechanised means during the period 
(1965-70) was due to repeated failures of indigenous com-
pressors. Finally a German compressor had to be brought 
from Sawa~g Washery and installed in 1969-70. The 
Committee felt that there has not been any appreciable 
delay in carry:ng out the modific/itions in the plant for 
mechanical recovery of fines. 

The Government have considered the report of the Commit-
tee. Kargali Washery was the first of its ~ind in the country. 
Considering the state of technical knowledge about washeries in 
India in 1956, the officers scrutinis'ng the tender would have had 
to reply a good deal on the technical date provided by the Japanese 
designt rs. It would have been impossible to forsee a situation 
where the fines percentage would be significantly higher than the 
capacity provided which was not too low-5 to 6 per cent. It is, 
therefore, reasonable to conclude that due care was taken at the 
time of placing the order for the washery. As rega'l'ds the flow of 
fines between 1958-1962 it is submitted that the percentage was 
below the limit technically permissible. From 1963 onwards when 
the percentage of fines increased as stated earlier recovery of fines 
had also to be taken up. The expenditu'l'e on manual recovery can-
not be considered a loss as the mechanical arrangement was inade-
quate and this was the only means of salvaging to coal. In fact by 
undertaking this work the company saved considerable amounts 
and money which would otherwise have bee)1 lost though wastage 
of fine coking coal. 

Recommendation No. 43 (Para Nos. 7.56 to 7.58) 

The committee note that in May, 1965' the Area General Man-
ager, Eokaro and Kargali region awarded the WO'1'k of transporation 
of fine coal recovered from the slurry pond to a contractor at a rate 
of Rs. 2.25 per tonne for a period of 2 years. In January, 1967, the 
work of recovery of fine coal from discharged let out of the slurry 
pond, its transportation and unloading was awarded to another con-
tractor at the 'fate of Rs. 3.51 per tonne for a period of 1 year. Both 
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the contracts provided that "the contractor shall pay to the workers 
appointed by him for this purpose the wages, D.A. including varia-
tion, if any, and the other allowances at rates prescribed as !,E!'r 
the Appellate Tribunal, Dasgupta Award and Wage Board interim 
decision. In the event of the rates fixed by the said Award be'ng 
revised by the Giwernment during the continuance of this contract. 
the contractor shHll make payments to labour engaged by him at 
the revised rates from dates on which the said Award rates shall 
come into force and it s':lall not be binding on the Administrat;on 
to reimburse any amount arising out of such payment to the con-
tractor." 

The Committee find that the contracts were extended by the 
A'I'ea General Mana,ger in piece-meal upto lVlarch, 1971 and while 
extending the contracts the Area Generl-\l Manager agreed to in~ 

crease the rates from Rs. 2.25 per tonne to R&. 2.47 per tonne in the 
case of the first contract and from Rs. 3.41 per tonne to Rs. 4.19 per 
tonne in the case of second cohtnct w;th e~ect from January, 1968 
on the ground that the contractors had to meet increased wages 
under the Wage Board Award of August, 1967 and as a result an 
extra payment of Rs 1.92 lakhs was made to the contractors. 

The Committee regret to point out that though it was not bind-
ing on the part of the Administration to'l'eimt,mrse to the contractors 
a,ny amount ari5ing out of payments of wages to the labour at re-
vised rates under the Wage Board Award, the Area General Mana-
ger went beyond the scope of the contract and increased the rates 
payable to the contractors to enable them to meet the increased 
wages under the Wa,ge Board Award of August. 1967. The Com-
mittee were informed that the records could be shown to the Audit 
to prove that the Management had applied checks to ensure that 

• the increased wages were actually paid to the workers by the con-
tractors. The Committee a'l'e not sure how far Area Gf'neral Man-
ager was justified in increasing the rates pa,¥able to the contractors 
even beyond the scope of the contract and whether the benefit of 
increa5ed rates was actuaUy passed on by the contractor!:; to the 
labour. They would like that the whole matter should be tharough-
Iy investigated with a view to fixing responsibility and taking suit-
able action. The Committee would like that the outcome there of 
should be reported to the Committee within six months. 

(Para No. 7.56 to 75'3) 

Reply of the Government 

An Expert Committee has made an examination on the lines 
Jndicated by the COPU. The Committee has examined the avafl-
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able records and also discussed tne Circumstances of the case with 
officers who Wf're connected with it. It appears from .the Commit-
tee's Repo'l't that even though the Area General Manager went be-
yond his delegated powers in renewing the contracts at a higher 
rate witbout caUihg for fresh tenders, the de.cision could not be said 
to be financially unsound or to have resulted in loss to the NCDC. 
The Committee is convinced that if the work has been retendered 
at that stage, there would have been disloc~tion of work and that 
the higheor rates were not unjustified as they were related to the 
Wage Board in,·reases. It has, however, not been possible for the 
Committee to che~k that the contractors actually paid to the 
Inb:JUrers at the higher rate or tbat the benefit of the higher rate 
given on the grounds o~ higher wages fOT the loaders was actually 
passed on to them. 

After C'onsidE'ring the Committee's report the Government is of 
the view f1at the Area General Manager had apparently acted ;n 
nn expedient manner in renewing the old contract at a higher 'fate 
after allowing rlt· wage increases since there would have been dis-
location of work it the process of calling for fresh tenders were to 
be gone through. The committee's investig~tion has shown that 
the ,-evised rate by ;tself w?s not uneconomical to the company and 
as such there does not seem to have been any mala fide action. The 
procedural part had not been followed properly and the CIL is 
being advised to instruct all tbeir Area Managers and other officials 
to act strictly within their delegated powers and not to depart :Corom 
the established pradice of calling for tenders for every contract 
except in emergencies and reasons to be recorded ,0 writing. A 
copy of the letter issued to elL is attached (Appendix XV). 

RecOIlt1nend9tion No. 45 (Paragraphs from 7.99 t.o 7.103) 

The Committee are surprised to note that although tl-te Railway 
Board made it clear in July, 1960 that it would not a,gree to pay 
any extra price for the washed coal over above the notified price 
of selected grade coal and although NCDC asked the Gove'l'nment 
on several occasl'ions during August. 1961 to February, 1962 to 
confirm tbat ;t would not be required to bear the cost 0:1' washing 
and the losses arising the-re from and that there wouid be no pro-
blem in the disposal of middlings, the Company was asked by Gov-
ernment to proceed with the setting up of the Gidi Washery with-
out giving anv clear decision about tbe doubts expressed by NCDC. 
In their Report on National Coal Develop.ment Corporat'on sub-
mitted in February, 1968 the Kamath Committee concluded that it 
was entirely at the instance of the Government that this washery 
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was undertaken (at a cost of Rs. 9.22 crores) although NCDC had 
clearly expressed it apprehension that the project was not viable 
and would inv(\lve the Corporation into heavy losses. The Rail-
ways did not agree to bear the cost of washing even for the benefi-
cation of raw steam size coal as in beir view the cost of washed 
coal was to high and high could better use Grade I roal instead of 
washed coal. NCDC was asked to explore the p'ossibili~y of feed-
ing the entire washed coal to the steel plants. Consequently, the 
construction of the washery was continued and completed in 
November 1970 at a cost of Rs. 9.22 crores. The washer:v was, how-
ever, not put under operat'on as the steel p:ants were of the view 
that Gidi wa~hed coal was not suitable for blending and no linkage 
was provided by the Committee on Rationalisation and. Equitable 
Distribution of Coking Coal Accounting System (Dutt Committee, 
in its report dated 25th August, 1969. The Committee also find t:1:1t 
an expenditure of abou"1 Rs. 261 lakhs incurred on 111aintenance, 
watch and ward etc., during 1970·71 to 1973-74 has been capitalised 
instead of being c:harged to the revenue account. 

The Estimates Committee in their Sixty eighth Report on 'Avail-
ability and D;~trjbution of Coal' l)ave expressed their deep concerTi 
to note that Gidi washery which had bf'en set up at a capital COBt 

of Rs. 95 crores had remained idle for want of market. They have 
further observed that Gidi washery was a case of frittering away 
of public funds. without any consideratilJn about the viab;lity and 
remunel'ativeness of the project and the marketability of the pro· 
duction. The Estimates Committee have recommended that the 
whole matter should be throughly investigated with a view to fix 
respon"ibirty on the persons concerned. The Committee on Public 
Undertakings strongly reiterate this recommendation and hope th-t 
the report of the enquiry would be made available to the purlia-
ment at an early dated 

Reply of the Government 

(a) Investigation into the setting up of Gidi Washery* 

The matter relating to Gidi Washery was investigated i'n detail 
by the NCDC Enquiry Committee (Kamat Committee) 1967. whose 
report hac; already be~n made available to the C'ommittee on public 
undertakings and to the Parliammt. Ar-. mentioned by the Kam1t 
Committee, the decision to go ahea(~ with the Gidi Washery' was 

- ---- ... - .-._---
• Au{\it have stated ·'this remarks of the office will be sent after 

relevant records are produced for verification." 
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taken at the highest level and the planning Commission is also stat-
ed to have agreed in principles th~t the washery project should be 
pushed forward". 

(b) Obtaining acceptance of consumers to bear the cost of washing. 

2. The Committee's observation that no washery project should 
be sanctioned unless its economic sand marketability of its products 
are fully worked out is being followed. At present washeries are 
being sanctioned by for washing coking coal 'for supply .to steel 
plants. The washeries are planned on the recommendation of a 
Committee in which the Department of Steel is represented and the 
project investment Board takes into account the views of the Dep-
artment about th~ need for the washery before approving the pro-
ject. Although the selling price for the washed coal from individual 
washeries has to be negotiated with the steel plants on the basis 
of the price Of the raw coal used, cost of washing and 'Other rei event 
factors, in principle, it is always understood that cost of washing 
would be paid for by the user. 

(c) Financial relief to NCDC for Gidi Washery. 

Reply to Recommendation No. 61 may kindly be seen. It had 
been decided by Government after considering the Accounts Com-
mittee report that their recommendation for writing off the equity 
capital invested U1 Gidi Wash.ery was not justified. Alternative 
'form of relief is being given through .PeStructuring of the capital of 
coal India Ltd. 

(d) Integrated Plan to new Gidi Washery on economic Unes 

The Coal India Ltd. had appointed a Committee· inter alia to 
prepare an integrated plan for improving the performance of the 
washery further. The Committee which consisted of the Chief of 
Equipment Division, Coal India Ltd. Teachnical Advi'ser, Eastern 
Coalfields Ltd. and Regional Director, Central Mjne Planning & 
Design Institute has examined the present status of the washery. 
They have inspected the washery and had discussions with the offi-
ci'als. 

2. Gidi Washery is at present washing medium coking coal trans-
ported by road from different colleries in Hazaribagh Area of C'ent-

.Audit have statf.'d thllt the cJausp.of appointment of he Committee has 
not been indicated a3 deslr~d by tbem in their letter dated 7-12-78 and 9-2-
79. 
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ral Coalfie!ds Ltd. The ash percentage of the raw coal feed varies 
from 25 to 20. The comperative figures of the washed coal as ori-
ginally designed and as presently available are as follows:-

--------------------~----
Quality of As designed Existing 

------------,-----~------------

Washed steam Coal-Ash% 19% Quality of 17 to 21% 
Washed Medium, 
Coking Coal, ash 
% 

Quality of Washed Slack Coal-ash% 17% 

Yield. 67% Yield 

Middlings 

Rejects 

28% Middlings 

5% Rejects 

50 to 66% 

40 % 
4 to 7% 

Asb percentage of middlings go to 40 95 
---------_ .. _-----_._-------------

3. Even though the washery was utiltsed in 1976-77 to the extent 
of only 30 per cent on the basis of the designed input capacity of 
2.84 m.t. per year, taking into account the design features, the q'Ua-
lity of the coking coal that is washed resulting in 40 per cent mid-
dling output as against the original the present utilisation of the 
wa9hery designed output of 28 per cent only and the transport pro-
blems of raw coal should not be considered insignificant. The Com-
mittee expects the utilisation to impr'ove to 60 per cent during 1977-
78. 

4. The following recommendations have been made by the com-
mittee to ilnprove the working further:-

• 

(1) The Committee finds that. by and large, the capacity of 
the Gidi washery would be sufficient to treat the pro:' 
posed 1.8 to 2 million tonnes of raw medium coking coal 
and the provision of eqUipment and their capacities are 
adequate. 

(2) An analysis should be made of the total quantity of slurry 
which is being accumulated per month. Thereafter the 
question of washing the slurry by suitable equipment 
iikeFro,th 'Floatation Cells etc. has to be gone into. 
This would improve the recovery percentage in washing. 

(3) The scheme of receiving arrangements as finalised should 
be completed so that adequate supply of ~oal to the 
washery is ensured. 

4825 LS-ll 
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(4) Gidi washery is one of the tar,gets washeries in the' 
country and has been provided with! good and sophisti~ 
cated equipment. It should be properLy manned with 
adequate supervisory personnel so that the maintenance, 
repair and u~keep of the washery is ensured. 

At present there is only one Sr. Executive Engineer and two· 
Asstt. Engineers incharge of the washery; even though 
the washery is working in two shifts. 

(5) The system of proper maintenance, check lists'should be' 
immediately introduced. 

(6) A review of the availability of stand by assemblies should! 
be immediately undertaken and provided for. 

5. Coal India Ltd. is consi'dering the Report of the Committee' 
and preparing action programme for implementing the recommen-
dations. 

6. The position about implementation of the various recom-
mendations of the Committee is given below-

(i) Invel'ittgation on the beneficiation of the slurry by Froth 
Floatation are being carried out by National MetallU'rgical 
Laboratory, lInitial results of the Bench Scale Tests are 
quite encouraging. More detailed stt~dies are being 
taken after the investigations are completed, Pi:lot Plant 
Studies will be taken up followed by Commercial opera-
tion. 

(U') Scheme of receIVmg arrangements for feeding adequate 
quantities of coal to the washery has made progress, Civil 
works are nearly completed. The structural and 
mechanical works are likely to be completed' by the end 
of June, 1978. 

(iii) Additional skilled hands have been provided to the 
washery in the form of IT! trained men. MeanWhile, man 
power requirements have been worked' out and are being 
scrutinised. Supervisory staff has been strengthened. 

(iv) System of maintenance has been improved. Preventive' 
maintenance schedules are being prepared and partly' 
introduced including check Usa. 
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(v) Action· for improving the availability of sand by assem-
blies has been taken. 

(vi) The production figure from the washery from April, 77 
onwards are given below. 

April, 77 55.000 to nnes 
MaY,77 . 55.000 .. 
June, 77 . 55.000 , , 
July, 77 • 6!Z,ooo ., 
AIllt., 77 • 60,000 " Sept., 77 . 63. 000 .. 
Oct., 77 . 66,000 .. 
Nov., 77 59. 000 .. 
Dec., 77 6!l,ooo ., 
Jan., 78 6!Z.000 

Rec~mmendation No. 46 (Para Nos. 7.107 and 7.108) 

The Committee find that in view of the uncertainty of demand 
for washed coal from the Gidi Washery, the Management had to 
defer the construction of a ropeway on which an amount of over 
Rs. 10 lakhs had already been spent on the purchase of equipment 
and I'opeway buckets, besides an amount of Rs. 33,000 paid to the 
contractor as compensation for the termination of the contract. 

The Committee recommend that the Government/NCOC should 
examine whether the unfinished ropeway from Gidi 'C' Colliery to 
Gidi Washery on which an expenditure of Rs. 10 lakhs has already 
been incurred, can be put to fruitful use in the near future. They 
would also like to know whether there are any other ropeways 
from other Collieries to Gidi Washery and whether they are being 
used. The Committee would like the Government to come 

.to an early decision regarding the future utility of all these rope-
ways. 

Reply of the Government 

(a) Regarding ropeways connecting Gidi Washery to Gidi (C' 
Colliery. 

Gidi 'C' Colliery is producing non-coking Coal. 

At present Gidi Washery is washing medi'um coking coal only, 
for which there is a demand for supply of steal plants. It is not 
treating non-coking coal, since there is currently no established 
market for such clean non-coking coal. The ropeway can be put 
to use only if the washing of non-coking coal is taken up at the 
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Washery as afterall it is required for that purpose only. Hence the 
CCL has been asked to examine if the installations already made 
at Gidi should be removed for utilisation elsewhere in Department 
of Coal letter dated 16-9-1976. 

(b) Regarding other ropewaYs connected to Gidi Washery. 

There is one more unfinished ropeway connecting Gidi Washery 
to a colliery viz. Bhurkunda. While there are no prospects of trans-
porting non-coking coal from Bhurkunda colliery to Gidi Washery 
for benefication for reasons stated against (a) above, the middlings 
arising from beneficiation of medium coking coal at this Washery 
are proposed to be transported by the ropeway to Bhurkunda rail-
way siding for onward despatch by rail. Preliminary studies for 
completing the installation of the ropeway and commissioning it 
for this purpose, have been taken up. 

Recommendation No. 55 (Para No. 8.44 to 8.47) 

The Committee find that the Girdih Workshop was set up mainly 
to cater to the needs of Girdih Collieries. Manufacture of Coal tubs 
for NCDC is the other main activity of this workshop. The Com-
mittee, however, find that manufacture of coal tubs, which is the 
most profitable item, gradually came down owing to shortage of 
steel plates and other iron and steel materials with the result that 
the Management had to place orders in August, 1970 on a private 
firm for the supply of 50 tubs at the rate of Rs. 950 per tub whereas 
the unit cost of production in Girdih Workshop during 1970-71 was 
Rs. 714. The Committee regret to note that this resulted not only 
in non-utilisation of the capacity at Girdih Workshop but also put 
the NCDC to an extra expenditure. 

The Committee fail to understand why adequate steps were not 
taken in time to provide the requisite quality and quantity of steel 
and other materials for the manufacture of tubs, in the Girdih Work-
shop and thus avoid the loss. 

The Committee would like that this matter should be examined 
and steps taken to set right system of material management in the 
Workshop. 

They would also like the Corporation to identify the causes which 
accounted for the non-availability of steel and other material at the 
workshop for the manufacture of coal tubs while it was available 
with the private firm. 
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Reply of the Government 

(a) Regarding non-availability oj steel materials in Girdih work-
shop and need jor procu,rement o'f coal tu.bs from outside. 

There had been acute scarcity of steel items during the preceding 
few years. The shortage of steel materials during that period 1s 
well lmown and not only Girdih workshop but most of the Work-
shops and industries had partly suffered on this account, resulting in 
idle capacity. The Corporation. in fact, after assessing the require-
Uient of iron and steel items, approached the appropriate authorities 
for allotment and also placed orders for the allotted quantities on 
the steel producing plants, well in time. Since the acrual allotment 
was much less than the requirement and the orders placed, it 
was decided to procure the available quantities from the 
various stockyards of the steel plants though at slightly highe.r 
prices. Even then, the total quantity that could be procured from 
the plants and stockyards was far less than the requirement and 
hence the workshop could not be utilised to its full capacity to 
manufacture the coal tubs. As a general policy the Corporation con-
fined its purchases of iron and steel materials from the plants and 
stockyards of the plants and did not enter into the open market as 
there was no scope for obtaining the steel Uems at reasonable price 
and also the methods of payment operating in open market, could 
not be adopted by a Public Sector Company, except under unavoid-
able circumstances. 

Since the steel plants and stockyards could not meet the full 
requirement of steel items to manufacture the required quantity of 
coal tubs, the management had to place order's for the supply of 
manufactured tubs to outside parties for meeting the most hard-
pressed need of different collieries to supplement the supplies from 
the Companys own Workshops. 

The position was reviewed from time to time and every possible 
step was taken to make adjustments to the prevailing situation from 
time to time particularly as inadequate availability of tubs was a 
constraint for meeting production targets. This issue was brought 
up by colliery managements in all meetings held to I'eview perform-
ance. 

Now the situation has changed and at present, supply of raw 
material, especially iron and steel is not a problem. The workshop 
is therefore fully utilised. Duting January-May, '76, 600 coal tubs 
were manufactured against the target of 500. 
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(b) Regarding non-aooilab'ility of steel, materials in Girdih Work-
shop, while these were available with private firms. 

Though there was general shortage of steel items in the whole 
country, the private firms could procure their steel items from open 
market at high prices and following the open market procedures of 
payment etc. Th:s was possibly one of the reasons for their selling 
the coal tubs @ Rs. 950 per tub, while the same was manufactured 
at Girdih Workshop at a cost of Rs. 715 each. The situation has 
however, changed now and most types of steel are readily available. 

Recommendation No. 60 (Para No. 9;65 to 9.76) 

The Committee ,find that as on 31st March, 1974 the gToss debts 
outstanding against the customers of NCDC amounted to Rs. 18.12 
crores out of which debts amounting to Rs. 8.22 crores were out-
standing beyond the credit period. 

The Committee in their Tenth Report (Fourth Lok Sabha) had 
recommended the recovery of interest on overdues from the custo-
mers. In pursuance of this recommendation the Board of Directors 
decided in May, 1968 that it would be advisable to demand payment 
of interest in cases Of over-dues beyond the agreed period of credit. 
The decision was reviewed by the Board of Directors in Apri,l, 1970 
when a system of prompt payment rebate was introduced. The 
Committee are unhappy to note that the Management did not care 
to implement the recommendation of the Parliamentary Committee 
relating to recovery of interest on overdues from the customers. The 
decision of Board of Directors about the introduction of a system 
of prompt payment rebate also remained unimplemented. The 
Committee would like that the matter should be thoroughly investi-
gated in order to fix responsibility for not implementing the recom-
mendatio.nsldecisions in this regard so far. While reiterating their 
earlier recommendation. to charge interest on overdues, the Com-
mittee would also like to stress the need to evolve a suitable method 
to ensure that payments due from customers do not fall in arrears 
and are realised within the agreed period of credit. They also re-
commend that all out efforts should be made to realise the huge 
amount of outstandings as early as possible. 

The Committee are surprised to note that 4 to 5 per cent of the 
billed amOWl.t is deducted by the consumers at the time of making 
initial payments. Part of these deductions is in accordance with 
the terms of agreement and the balance is arbitrary. A sum of 
Rs. 3.19 crores has been shown in the accounts for 1973-74 as doubt-
ful debts. Deductions made by the customers were mostly on 
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.account cjf disputes regarding rates, quality complaints, underload-
irag of . wagons , shortfall in calorific value, defects in weightometer, 
etc. It has been stated that there were prolonged delays in the 
final settlement of cases ot deductiooldisputes as there is a general 
'tendency on the part of the customers to stick to their stand and to 
justify the deductions. Although the management feel that some 
means should be devised for prompt settlement of the disputed cases, 
yet no permanent solution appears to have been found so far to deal 
with and settle such cases. 

The Committee would like that all the important cases of deduc-
'tioos disputes should be reviewed in order to find out how far such 
cases could have been avoided if the Management had acted with 
alertness in attending to the eustomer's complaints promptly and 
in the light of the experience gained, suitable steps taken to avoid 
arbitrary deductions from bi11s and all out efforts should be made 
to. settle the disputes and realise the full amounts of the bills without 
avoidable delay. The Committee would also like that the procedure 
for payment by the consumers should also be reviewed so as to keep 
deductions 'from bills to the minimum. 

The Committee are informed that Government parties .like State 
Electricity Boards were amongst the main defaulters in making 
prompt payments and settling disputes. Outstandings against State 
Electricity Boards and and Power Houses alone are stated to be 
'Over Rs. 185 lakhs. 

Although the Committee in their Tenth Report on NCDC had 
recommended that the Management should enter inLo firm agree-
ments, with State Electricity Boards and although the Ministry ad-
vised the Corporation to finalise such agreements as far as possible 
before commencement of the supplies of coal, the Committee regret 
to find that firm agreements had not been entered into with many 
of the State Electricity Board, Thermal Power Stations through sup-
plies of coal had commenced long ago. 

The representative of the Corporation stated during evidence 
that "there is realy no justification for it except that in actual prac-
tics we find that it is almostt impossible to come to an agreement 
with the State Electricity Boards and if it is possible it takes years". 
They are, however, informed that the NCDC has now finalised the 
tenns of supply and payments with practically all the Electricity 
Boards through meetings and minutes of meetings and formal 
exchange of letters. 
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The Committee are, however, not sure how in the a9sence of 
:firm enforeeable a:greement signed with the Electricity Boards, the 
mere exchange of letters will help the NCDC realise dues from the 
Eleetricity Boards or others within the agreed period of credit. They 
would like that the GovernmentlNCDC should review the whole 
question and ensure that formal enforceable agreements are signed 
with State Electricity Board and other parties, so that dispute 
may not arise at a later stage. The Committee also recommend that 
the GovernmentlNCDC should review as to how far it is commer-
cialy prudent for the NCDC to continue to supply coal to such Elee-
tricity Boards I other parties as fail to honour their commitments in 
,the matter of making payments in time. 

The Committee. are informed that the Ministry has also now 
evolved a draft guidelines indicating the terms for supply of coal to 
power staticms. It has been stated that the guidelines which pro-
vide important clauses in respect :If quantity and quality, sampling 
of analysis, price, bonus \ penalty, weighment, payment and period 
of validity of agreement et<:. have been circulated by the Central 
Electricity Authority to all the Chairmen of the State Electricity 
Boards for comments. The Committee recommend that the guide-
lines should be finalised without delay. They would also like to 
recommend that such guidelines should be evolved for other major 
customers also. The Committee need hardly stress that the guide-
lines issued by the' Ministry should be meticulously followed by the 
Management to ensure that there is no further accumulation of out-
standing and eliminate any fUrther chanees of disputes on account 
of price, quality of coal etc. According to the Management NCDC 
failed to secure tun coverage against its coal sales dues, to charge 
interest when payments were delayed, to do away with the middle-
men and to enter into long term and firm agreements with State 
ElectriCity Boards due to fierce competition with the private sector 
collieries who were offering heavy rebates and were operating 
through middlemen. NCDC was stated to be rather disadvantage-
ously placed vis-a-vis the private sector, both in respect of the quali-
ty of coal, the cost of production and location of its mines. It has 
been stated that delays in settlement of cases of deductions were 
also not wholly. uneonnected with market conditions. 

The Committee have been informed during evidence that even 
now when the mines are nationalised and there is monoply there is 
still the problem of realising money from customers particularly 
from the Public Sector as they customers feel reasonably assured 
that the Corporation cannot stop supplies whether they make pay-
ment or not. The position of payment has deteriorated after natio-
nalisation as far as the public sector is concerned. 
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The Committee have already recommended elsewhere in this Re-
port that Government should set up a standing machinery for sort-
ing out various problems which might arise between the Corpora-
tion and consuming agencies in the public sector like power stations, 
steel plants etc. The Committee would like to stress that Govern-
ment shOUld issue suitable instructions to all the Central Govern-
ment, Public Undertakings that they should act as model customers 
and suppliers and be prompt in settling the dues of, and resolving 
disputes with, one another in the interest of the success at public 
sector. In the event of dues or disputes remaining outstanding be-
yond a reasonable period, the mit'tter should be referred to the stand-
ing machinery for the settlement of disputes without avoidable 
delay. Pending the setting up of supply machinery the Committee 
would like the NCDC to take advantage of the present situation 
when coal and power are under one Ministry, to resolve such dis-
putes with State Electricity Boards and others and they hope that 
the Ministry would render all possible assistance to the Corpora-
tion in this regard. 

Reply of the Government 

Charging interest on overdues and prompt payment rebate 

This matter relates to the pre-nationalisation period of the coal 
industry. In the pre-nationalisaticm period, NCDC had to compete 
with private collieries and could not enforce its own terms of sale 
as effectively as was desirable. It may, therefore, kindly be seen 
that COPU's earlier recommendation that the question of charging 
interest should be re-examined was duly acted upon and the circum-
stances in which it was difficult to rea.lisethe interest demanded 
were explained in reply to the Committee. Interest had however 

• been realised from a few private parties for delayed payments. 

As regards the decision of the Board of Directors of April 1970 
to introduce a system of prompt payment, it may be mentioned that 
in the pre-nationalisation period, NCDC could not effectively imple-
ment the decision of the Board of Directors in view of the position 
explained above. However, the prompt payment rebate was intro-
duced from 1970 with the following Electricity undertakings 
namely: 

(i) Orissa State Electricity Board, 
(ii) Bihar State ElectriCity Board, 

(iii) U.P. State Electricity Board, and 
(iv) Damodar Valley Corporation. 
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Bill interest on outstanding amounts have been raised by NCDC 
·on the major consumers in the power sector. Interest for the period 
1-&-1970 to 31-3-1972 raised against Orissa Electricity Board was 
bartered for the value of coal falling under rejection clause during 
the same period. The other electricity undertakings have not paid 
the interest as they were making payments on ad-hoc basis. In-
terest bills have been raised against Bihar and U.P. Electricity 
Boards but no payment has been received. In the case of the Rail-
ways, the supply of coal till late has been against the tenders in-
vited by the Railway: Board which provide for specific payment 
terms without any prompt payment rebate or payment of interest 
-on delayed payments. 

With a view to ensuring that payments due from customers do 
not fall in arrears and are realised within the agreed period of. cre-
dit, the Coal India Lim :ted have now prepared revised terms and 
conditions for supply of coal to all major consumers and the same 
have already been circulated for acceptance. The terms and con-
ditions provide for payment immediately on transfer of goods to the 
customer and also for charging of, interest on delayed payment. 

The Committee would, therefore, kindly appreciate that all pos-
'sible efforts have been made and will continue to be made to im-
plement the recommendations of the Committee. 

9.67. Past cases of dedu.ctions/disputes with Customers. 

Deductions made by the consumers fall under two types namely: 

(a) deductions in accordance with the terms of the relevant 
agreement; and 

(b) deductions in contravention of the agreed terms. 

In so far as the first type of, deductions is concerned, they were 
examined and promptly attended to in terms of the specific agree-
ments. Even though the second type of deductions were in con-
travention of the agreed terms, they were discussed with the parties 
concerned but none of them was willing to settle the disputes. To 
quote an example, Bihar State Electricity Board agreed in a meeting 
held on 10-1-1979 to have the deductions reviewed by a high power 
committee consisting of representatives of both sides and a methodo-
logy was evolved to settle the deductions. But till date, the Elec-
tricity Board has been refusing to associate itself. in the ~alcultioll& 
on the basis of agreed formula for settling the deductions. There 
are consumers whose arbitrary deductions include even statutory 
tmyments. Discussions are continuing with these parties. CCL have 
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also set up a Committee of senior officers to contact the defauting 
customers individually for quick settlement. The Committee is 
.authorised fully to enter into final arrangements with reference to 
each dispute. 

The Coal India Ltd. has finalised its own terms and conditions of 
-coal supplies and given notice of the same to all major consumers. 
Negotiations with these consumers at the highest level are being 
held. 

The draft terms with regard to coal supply and payment pro-
cedure for power houses were discussed in a meeting with the Cen-
tral Electricity Authority some time back. These terms have been 
circulated by the CEA, as gUidelines to the Electricity Boards but 
the latter have been resisting, particularly, the payment terms. A 
meeting was held with Chairman of the Electricity Boards on 
23-8-1976 but no final decision could be reached so far. These dis-
cussions are being followed with individual Electricity Boards. 

Similarly, a meeting with the representatives o~ the Steel De-
partment was also held recently. The terms and conditions with 
regard to payment procedure are being. discussed again by Coal 
India Ltd. with Steel Authority of ,India and with Steel Plants to 
reach agreement on this matter. Discussion with the Railways have 
also taken place by Coal India Ltd. with the Railways. 

Supplies of coal are made to private parties only with complete 
financial coverage. Two major customers namely: Fertiliser Cor-
poration of India and National Fertilizer Ltd. have entered into 
firm agreements accepting the conditions of supply proposoo by the 
Coal India L~d. 

Till the formal agreements for the supply of coal are finalised 
with all the consumers, supplies are made on the basis of exchange 
011 letters and minutes of discussions. Efforts are, however, conti-
nuing and it is hoped that with the good offices of the Administrative 
Ministries, concerned, it would be possible to have the terms of 
sale accepted by the major customers including the Railways and 
the power stations. 

The major defaulters are power stations and other Government 
Departments and public sector undertakings. It may be mentioned 
here that supplies were suspended in the case of BHEL and HEC 
and were resumed only after receiving full payment. ClL had de-
cided to suspend the supply to the Delhi Electric Supply Under-
taking but the supplies were resumed on the intervention of 
Department of Power in view of- the difficult financial condition of 
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DESU and in order to avoid hardship to the public in Delhi. Part 
payment was arranged soon after the resumption of coal supplies. 

At present, the largest amount of outstanding is against IISCO.-
This company has recently been nationalised and the Government 
is taking steps to put its finances on a sound footing. In view of 
this, Coal India is continuing the supplies to this consumer. 

It has been decided that in the case of all the consumers with 
over-dues, CIL should give one month's notice that the outstand-
ings bills should be settled, otherwise supply would be stopped. In 
the m~antime, they would also depute some officers for contacting 
the consumers and expediting payment of the bills. 

The COPU's recommendation that the Government should issue 
suitable instructions to all the public undertakings that they should 
act as model customers and suppliers and be prompt in settling the 
dues of and resolving disputes with one another has been brought to 
the notice of the Bureau of Public Enterprises for issuing necessary 
instruction to all concerned. 

It may also be mentioned that instructions already exist for dis-
putes by mutual discussions failing whicli by arbitration. Reply 
to recommendation No. 28 may kindly be seen in this connection. 

The Committee's suggestionftfor setting up a standing machinery 
for sorting out problems between CIL, and major consumers like 
Power Boards and Steel Plants, it may be stated that CIL have set 
up their offices at different places in the country with a view to 
attending to the complaints of the consumers and to deal with them 
effectively. Besides, necessary machinery for sorting out problems 
with Steel Plants is being set up by Coal India Ltd. Similarly the 
problems connected with the Power Boards are also discussed at the-
level of the Coal India Ltd. and at the level of the Administrative 
Ministries concerned. Recently, meetings with Department of 
Steel and Power Boards were held in this Department. Subsequent-
ly, Department of Power also had discussions with the Electricity 
Boards concerned to pay the outstanding amounts due to the Coal 
India Ltd. for the supply of coal and to accept the standard terms oil 
sale for future supplies. As a result of all these efforts undertaken 
at the level of the Administrative Ministries concerned, the out-
standing dues came down to Rs. 83.17 crores as on 31-12-1976 against 
Rs. 94.17 crores in 31-3-1976. 

It would thus be seen that all out efforts are being made by Coal 
India Ltd. and all possible assistance is also being tendered by this 
Department to recover the outstanding amount dues from the de-
faulters. 
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Recommendation No. 61 (Paras 10.14 to 10.18) 

"The Committee note that in April, 1969 the Management sub-
omitted to Government a proposal fOr the reconstruction of its capital 
structure. The Government desired that a reason~ble forecast of 
the working of the Corporation should be made along with recom-
mendations as to how the capital structure could be remodelled 
with a view to reducing the burden of interest charges on the loan 
liability. This work was entrusted to a Committee on Rationalisa-
tion of the Accounting System. In their report ~,u~mitted in August, 
1969 the aforesaid Committee recommended that' equity capital at 
'Rs. 25 crores as on 31st March, 1970 representing unremunerative in-
vestment on account of Girldih losses (Rs. 5.61 crores, Kargali loss-
es (Rs. 2.34 crores), Gidi washery capital cost (Rs. 8.50 crores). In~ 
vestment on closed/suspended mines (Rs. 4.39 crores) and expendi-
ture on prospecting and boring (Rs. 4.39 crores) should be written 
off. They also recommended that a grant of Rs. 1 crore each 
for the two years 1970-71 and 1971-72 should be given to meet the 
maintenance charges, interest and depreciation on Sa wang and 
Kathara Washeries. The Recommendat:ons of the Rationalisation 
Committee were accepted by the Board of Directors and were for-
warded to Government in February, 1970. 

The Committee are informed that the losses amounting to Rs. 5.02 
crores on Giridih group of collieries have been written off. Govern-
ment have also converted loans amounting to Rs. 9 crores into share 
capital on account of expenditure on township. 

The Committee are surprised to note that even after a lapse of 
about 5 years all other matters on which the committee on Ration-
alisation of the accounting system had made recommendations in 
August, 1969 are still under consideration of the Government. 

The Committee also find that the matter regarding raising the 
author~sed share capital of the Corporation from Rs. 125 crores to 
Rs. 190 crores was approved by the Board of Directors and r~ferred 
to Government in October, 1970. Against this requirement, Govern-
ment approved an increase of only Rs. 10 crores, raising the autho-
rised share capital to Rs. 135 crores. The Board of Directors again 
requested the Government in August 1972 to agree ~o an increase in 
the share capital to the level of Rs. 190 crores as already approved by 
the Board. This matter is still under correspondence with the Go-
vernment of India. 

The Committee note that the various questions regarding the 
reorganisation of capital structure and having a bearing on the 
profitability of the Corporation have been under the consideration 
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of the Government for about 5 years but final decisions are yet to be 
taken on several issues. They recommend that Government should 
expedite their final decision on all these questions keeping in view 
the present position of NCDC vis-a-vis CMA and keep the Com-
mittee informed o£ the decision. 

Reply of the Government 

It is not correct that even after a lapse of about 5 years, all the-
other matters ontiwhich the Committee on Rationalisation of the 
accounting system' had made recommendations in August, 1969, are 
still under consideration of the Government. 

The various recommendations of the Accounts Committee were 
considered fi'l'Etly it' an inter-departmental meeting held in the De-
partment of l\1ines on 4-6-1970 and later at a meeting held in the-
room of the Secretary (Expenditure) Ministry of Finance on 
9-11-1970, at both of which, the representatives of the National Coal 
Development Corporation also were present. The recommenda-
tions to the followlng extent only were accepted (lnd orders 
issued:-

(i) He-imbursement of the cash losses of Rs_ 5.02 crores 
suffered by the Nat;onal Coal Development Corporation 
on Giridih Collieries which were being worked under the 
Presidential directive, upto 31-3-1971. 

(ii) The other recommended 'reliefs viz., writing off of equity 
capital to the extent of Kargali Washery losses invest-
ment in Gidi washery and investment in closed/suspend-
ed mines were not considered justified, b11t instead 
another relief was given, by treating the entire capital" 
out let on townships as equity as a result of which loans 
to the extent of Rs. 9 crores were converted into eqUity. 

2. Regarding revising the authorised capital of the Corporation 
from Rs. 125 crores to Rs. 190 crores, it may be mentioned that 
when the Coal India Limited was set up as a Holding Company, 
with Central Coalfields Limited formed out of the e'l'stwhile National" 
Coal Development Corporation collieries in Bihar, Talchar & 
Singrauli, along with the private sector collieries of Hazaribagh, 
Eastern & Western Bokaro among others as subsidiary company, 
with effect from 1-11-1975, the Memorandum and Articles of Asso-
ciation of Central Coalfields LimHed were amended to increase the' 
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authorised capital to Rs. 150 erores. Further increase,. if and whe~ 
considered necessary, wU~ also be made by following the procedure· 
prescribed in the companies Act. 

Recommendation No. 67 (Paras 11.22 to 11.30) 

The Committee note that the Corporation had a total holding of 
spare parts and other consumable stores worth Rs. 16.52 crores, 
Rs. 16.75 crores, Rs. 19.'87 crores, Rs. 22.14 crores and Rs. 26.22 crores 
as at the end of the years 1969-70, 1970-71; 1971-72; 1972-73 and 
1973-74 respectively.,Considering the stock at the end of 1969-70 also--
too high the Management decided in' December, 1970 that it should' 
be reduced by at least Rs. 2 crores by 31st March, 1971. However, 
stores worth Rs. 30.79 lakhs only could be disposed of. Similarly 
against the target of Rs. 224.50 lakhs and Rs. 143.65 lakhs, surplus 
stores to the extent of Rs. 158.01 lakhs and Rs. 107.61 lakhs only 
were disposed of during 1971-72 and 1972-73 respectively. 

Pm analysis of stock, spare parts and consumable stores made by 
the Mana,gement in December, 1972 revealed that as per the norms 
fixed by the Corporation on the lines suggested by the Bureau of 
Public Enterprises there was excess holding to the extent of Rs. 5.66 
crores as on 1st April, 1972, out of which imported stores alone 
accounted for Rs. 1.5 crores and general consumable stores like iron 
and steel welding and foundry materials, electrical material etc., 
about Rs. 2.5 crores. 

The excessive inventory as compared to norms fixed has been 
attributed by the Management to obsolescence of spare parts per-
taining to equipment that have outlived their rated lives, incom-
plete S'llpply -of component of current equipment due to which quite 
a considerable number of otherwise useful spares could not be 
consumed and discrepancies in valuation of holdings themselves etc. 
Another Main reason for the holding in excess of norms is stated 
to be the presence of a sizeable value of non-moving stores. In their 
Supplementary Report on the accounts for 1971-72, the Company 
Auditors stated that the stores/spares of the value of Rs. 7.33 crores 
had not moved during the year or for longer period. 

The Committee also find that an ABC analysis made by the 
Management in 1968-70 indicated that the stock of category 'C' items 
(i.e. below Rs. 200) was as high as between 256 months' consump· 

tion to 558 months' consumption in some of the collieries. The 
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Management stated in May, 1972 that investigations regarding· ec, 
items were being carried out. The Committee are, however now 
informed that "investigations had started but there had been some 
difficulty to complete the work". 

The Committee take a very serious view of the unduly long time 
taken in completing the investiga£ion regarding 'C' items. They are 
constrained to conclude from this that the management have not 
realised how important it is to reduce the quantum of stores and 
spares to a reasonable level in the interest of the profitability of 
the Corporation and releasing the blocked funds for use elsewhere. 
Thy would like the Corporation to take up this w-ork seriously and 

'complete it without delay. 

The Committee feel that fixation of faximum and minimum 
·was the non·fixation of the maximum and minimum limits for diffe-
rent items of stores and spare parts except those held in the five 
regional stores. They also note that the Management have not made 
any detailed analysis and quantification of the excess holdings in all 
the collieries/units. 

The Committee feel that fixation of maximum and minimum 
limits for different items and categories of stores and spare parts 
and a detailed analysis of stores and stock in order to clearly 
identify the stores in excess of requirement are the basic require-
ments of stores accounting which the Managment cannot afford to 
neglect. They therefore recommend that the maximum and minimum 
limits of stores and spares should be fixed immediately and there-
after inventory of the stores and spares should be reviewed in the 
light of the limits fixed and the items surplus to requirements 
should be identified and disposed off in the best interest of the Cor-
poration. The Committee find that though decisions to dispose of 
surplus stores were taken earlier also the decisions were not fully 
and promptly implemented and that is why the Corporation finds 
itself loaded with such huge stocks of stores and spares. The Com-
mittee would like to be informed as to why the decisions were 
not implemented promptly and recommend that responsibility for 
the lapse should be fixed. 

The Committee note that the value of surplus obsolete and un· 
serviceable plant and machinery has been brought down to the level 
of Rs. 10.90 lakhs as on 31-3-1974 as compared to Rs. 181.49 lakhs 
'1lS on· 31-3-1970. 
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It has been stated that the reduction in the holding of surpl'Us 

plant and machinery was the result of internal utilisation and out-
right sale to outside parties. They hope that the Corporation will 
continue to pursue this matter till it has disposed of the entire lot 
of S'Urplus, unserviceable and obsolete plant and machinery. 

Reply of the Government 

The Central Coal fields Ltd. has given careful consideration to 
the Committee's observation and a report of the action taken by 
the Company is given below: 

(a) Regarding Ie' items: 

An ABC, analysis of the inventory in the stores/depots in CCL 
was carried out in the year 1974-75. This has revealed that the 
inventory of IC' items had come down considerably, i.e., from an 
earlier level of 256 to 558 month's consumption (as stated by 
COPU) to a level of 2 to 69 months' consumption except only in 
4 stores depots where the level was between 100 to 184 months' 
consumption. Nevertheless the stock of 'C' items is being reviewed 
constantly and efforts are continued to bring their holdings to still 
lower levels. This is a continuous process. 

(b) Regarding fixation of maximum and minimum levels of stores 
and disposal of surplus items: 

An inventory Control Cell with a view to prescribing levels of 
inventory holding and to bring it down to su.ch levels, has now 
been constituted. This came into existence in November, 1975. 

This Cell has already fixed the maximum/minimum levels of all 
category of items (numbering about 5000) not only of the Regional 
Stores but also of other stores depots. It has a programme to fix by 
December, 1976 the maximum and minimum levels of all B-1 items, 
wliich too are numbering about 5000. Though the number of remain-
Ing items under B-2 and C categories together is very large i.e., 
about 85 per cent of the total number of items, their annual con-
sumption value is not very significant i.e., it is only 10 to 15 per cent 
of the total. It is, therefore, felt that fixation of tre maximum and 
minimum levels of these items will involve time and efforts which 
will not bring about commensurate benefits; and as such it is not 
proposed to be taken 'Up at this. stage.. . 

. So far as the control of inventory level of spare parts is con-
cerned, this is exercised by having 'technical and financial control 

.Audit have stated"that no reply has not been vetted as relevant were not produced. 
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over material budgets on a three year cycle basis. Material budgets 
for a period covering upto 3 years in advance are prepared, depend-
ing on actual need and are subjected to technical an financial 
scrutiny before these are accepted. This yields the desired results. 

Detailed analysis of inventory as on 31-10-1975 was carried out 
and the stock was compared with the item-wise norms laid down 
by the aforesaid Inventory Control Cell. Following this, the Inven-
tory Control Cell has identified surpl'US inventory to the tune to 
about one crore and has a programme to list out by December 1976 
all the surplus stores and spares after inspection of each and every 
item to find out whether these could be used elsewhere even with 
some modifications. 

The following steps are taken to dispose of the surplus 
stores:-

(i) To weed out all obsolete spares either by transfer to other 
need projects/companies or by sale and hy operating 
maximum and minimum levels for all A and B items 
which aTe having regular consumption; 

(ii) 'Study of non-moving/slow moving items and then transfer 
to other projects/companies of elL; 

(iii) Regulating the receipt of A and B items so that stocks 
are maintained within the pre-determined levels. 

(c) Regarding non-implementation of earlier decision for disposal 
of surplus stores and spares 

In pU'l'suance of an earlier decision (1970) for bringing down the 
Inventory by about Rs. 2 crores in the first instance, the inventory 
position was examined in detail. It was, however, found that the 
expected value of realieation on the disposal of the obsolete spares 
was of the order of only 10 per cent and that in case of general 
consumable stores this ranged upto these items 30 per cent of therr 
original values. In expectation of a higher value at a later date, 
the proposal for the disposal of these items had been deferred. In 
fact, some of these items fetched higher values on disposal after 
2-4 years. In view of this, the question of responsibility for any 
lapse does not a'I'ise. 

Nevertheless, the subject of disposal of surplus Items has been 
vigorousty followed up. The disposal value of the spares and stores 
since tb e year 1971-72 till 1975-76 has been Rs. 2.27 crores. 
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Recently, the management has formed a Standing Committee &nd 

has empowered it to arrive at the maximum values at which each 
group of surplus stores and spa'l'es could be disposed of during. 
auction. This step is expected to cut short delay in arriving at 
decision of the type mentioned and consequently accelerate the rate 
of disposal of surplus stores and spares and bring down inventory 
levels speedily. 

(d) Regarding disposal of u.nservicea.ble and obsolete plant and 
machinery 

The process of surveying off of unserviceable equipment and 
their disposal is being carried out by CeL on a continuous basis. 

The value of surveyed off plant & machinery (including scrap) 
awaiting. disposal as on 1-4-1974 was Rs. 10.90 lakhs. During the 
year 1974··75 and 1975-76 equipment (including scrap) of value 
Rs. 28.46 lakhs were surveyed off and decIa,red, strrplus for disposal 
and equipment (exclusive of scI'ap) of value Rs. 27.71 lakhs have 
been disposed of. 

2. The Government have considered the report of action taken 
by the company in the matter of disposal of surplus stores and in 
keeping down. the inventory of stores and spares. While there hal 
been improvement from the position which existed a few years 
ago, there is scope for further improvement on the lines suggested 
by the COPU. The CCL is being advised to take more vigorous 
effort in this direction. In particular, the company is be'ng advised 
to fix maximum and minimum le'O'els for B.2 and C items. The 
company is also being advised that the decisions for disposal of 
surplus items should be implemented promptly and if there are 
valid reasons for not doing so, the matter should be brought to the 
notice of the authority which gave the decision, sa that instances 
of the type pOinted out by the Committee do not recur. The pro-
gress of action will be watched through periodical reports. 



CHAPTER IV 

RECOMMENDATIONS IN RESPECT. OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN" ACCEPTED BY THE 
COM1\1ITTEE. 

Recommendation No. 20 (,Paras 3.139 to 3.142) 

The Committe~ regret to note that though the Silewara Project 
was taken up in March, 1964, the Project report was ~pproved by 
Board after over a year and by Government after 6 years. The 
Committee do not see any reason for such delays and why the pro-
ject should not have been taken up for development after approval 
of thE! Project estimate so that the estimate may really serve the 
purpose of instrument of financial control. 

The Committee find that as a, result of delay in the completion 
of the Silewara Project, revenue expenditure to the extent of 
Rs. 2.72 crores was temporarily capitalised during 1967-68 to 1973-
74. The total amount of capital invested upto 1973-74 'wa::; Rs. 4.97 
crores as against the revised project estimates of Rs. 2.20 crO'l'es 
approved in Apr':l, 1970. Due to shortfall in production from this 
colliery, coal had to be supplied to the Maharashtra State Electricity 
Board as per agreement from the Umrer Collier'y at an extra trans-
portation charge of Rs. 4.29 lakhs. 

The Committee recommended that the reasons for delay in the 
development of the colliery and shortfall in production should be 
investigated in order to find out the extent to which this loss could 
have been avoided with proper planning and foresight. 

The Committee note tl:lat against the rated capacity of 4.5 lakh 
tonnes per annum the actual production attained 90 far was a 
maximum of 1.5 lakh tonnes only in 1973-74. It ha~ been stated 
that a feasibility report for the expansion of the project to 8.5 lakhs 
tonnes per annum was approved by Government in August, 1973 
to meet the increasing demand of the M.S.E.B. The Committee are 
not clear about the justification for the expansion of the project 
when the project has not so far attained its rated capacity. The 
Committee 'recommended that the Corporation should enter into 
a firn') commitment with the MSEB so that off-take of roal from the 
projec1 is ensure after expansion. 

172 
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Reply of the Government 

Silewara ~roject is situated in the Nagpur District of Maharash-
tra. A project Report for Silewara pilot mine was prepared in 
March, 1963, based upon the geological data available from the 
drilling operations carried out by the Indian Bureau of Mines upto 
that time. The main purpose of starting the pilot mine was to col-
lect the reP'l'esentative te:!hnical data regarding the roef and floor 
conditions, the most suitable form of support and the make of water 
in the seama. 

2. Subsequentl~r more data based on the drilling operations 
carried out by the NCDC became available. A demand for 0.4 mil-
lion tonnes of coal per annum for the Khaperkhenda thermal power 
station of :Maha'fashtra State Electricity Board located. in the vicinity 
of the Silewara project was also received. A project report was, 
therefore, prepared, :merging the pilot mine, for a. mine with a pro-
duction target of 0.45 million tonnes per annum utiliRing the data 
gathered in the course of the. pilot mine operations and other in-
vestigations. 

3. The Board could not take a decis:on in the project until the 
pilot mine was developed and sufficient data became available to 
prepare the preliminary project report. 

4. The preliminary project report for Government's sanction was 
received in September, 1965. This was examined in great detail in 
the Ministry. in consultation with the Ministry of Finance a[!d 
NCDC. Clarification were sought from the NCDC from time to 
time. 

5. After a series of discussions with the Ministry of Finance, it 
was decided in October, 1968 that a detailed Project Report, in accor-
dance with the revised instruction issued by the Ministry of Finance 
in August, 1967 sho'uld be got prepared. The Draft Project Report 
was received from the NCDC on 19-3-1969. This was again refer-
'fed to the Ministry of Finance and a second detailed examination 
was undertaken. particularly with regard to the economics of the 
project. The financial concurrence was ultimately obtained on 
3-4-1970 and Government's sanction was issued on 7-4-1970. In the 
meantime, with the concurrence of the Ministry of Ji'indnce, neces-
sary funds were being allocated for the Silewa'1'8 project from year 
to year in the Annual Plan and capital Budget so that the develop-
ment of the project did not suffer for want of formal sanction. 
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The geological and working conditions in 8Jewara Project are 

extremely difficult and the time taken for its. com.pletion cannot be 
considered excessive in the light of adual working conditions 
enumerated l.Ibove. The want of formal sanction was not respons~
ble for the long gestation period which was entirely due to the 
difficult mining conditions. 

7. 'Silewara project is one of the most difficult mines as far as 
mining conditions are concerned. Abnormal sub-soil strata with 
running sand satU'rated with water, weak roof, steep inclination of 
mine (1 in 4.5) and geological disturbances resulted in the delay 
in starting and maintaining satisfactory progress of the incline. 

8. There were ordinary geological conditions which could not 
be foreseen at the time of planning of the project Report, inspite 
of the pilot mine. 

9. When the fault at the Sector-C was met, it wa-s found practical-
ly impossible to cross the fault with the normal method ot working. 
The Company was compelled to try different methods one after 
another. These faults could be crossed successfully only during 
1975. It is e,."{pected that this. project will reach its rated capacity 
by 1979. Due to the difficulties enumerated above, ~roject could 
not be brought under Revenue Account until 1-4-1975, through the 
project was commenced in 1964. The losses incurred during the 
periOd of its development had to be capitalised under the cforcums-
tances explained above. 

10. As the production of this colliery due to reasons enumerated 
above did not catch-up with the demand supplies of coal to the 
MSEB as per agreement extra had to be made from Umrer colliery 
with extra transportation charges. 

11. The recommendation of the Committee has been noted re-
garding entering into firm commitment with the MSEB for the off--
take of coal from the project after, expansion. 

12. Even though the project had to encounter mining and geo-
logical disturbances, the expansion also had to be planned for, to 
meet the 'requirement of thermal power stations I)f Maharashtra 
State Electricity Board from the nearest source, where part of the 
infrastructure was available. 
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13. "'MSEB has undertaken expansion of the Power House at 

Koradih/Khaperkheda for which additional coal js needed. The 
cost of coal £ece;ved at Koradih/Khaparkheda from Silewara is 
lower than that of coal from any other source. Therefore, Koradih/ 
Khaparkheda power houses have already installed a ropeway to 
transport the coal from Silewara group of mines. Expansion of this 
project was being undertaken inspite of the difficult mining condi-
tions, in the overall interest of the national economy. 

14.~·MSEB have entered into an agreement with the Western 
Coalfields Limited for their entire requirement of coal which will 
be operative for fl period of 10 years. The price clause of the agree-
ment had provis:on for escalation. Since the coal price: have not 
become statutory, this clause has become inoperative. The other 
clauses of the agreement are in force now. The pricing policy for 
such 'tied' mines is not under examination by the Inter-Ministerial 
Committee on Coal Prices. 

Recommendation No. 28 (Paras 4.54 to 4.57) 
The Cormnittce find that the Patherkhera Colliery was develop-

ed to mep.t the requirement of Satpura Power House of the Madhya 
Pradesh Electricity Board. As the Power Station was not operating 
acct'rding to its rated capacity, its demand was met in full upto 
April, 1969. With the operation of more generating sets from 1969-
70, there was a gap between the requirement of coal to be supplied 
to the power station and the coal actually supplied with the result 
that ~hort supply of coal s;nce May, 1969 resulted in non-operation 
of the power stati.on to its full capacity. The actual production in 
the colliery was far short of the requirement of the power station . 

. It has been stated that in the absence of a firm deci:oion on the 
requirements of coal from year to year at the initial stage and in 
the absence of an agree.ment,the development of the mine had to 
be suspended and when the demand increased the colliery was not 
in a position to meet the full requirements in view of the slowing 
down of the pace of development. 

In their tenth Report (Fourth Lok Sabha~April, 1968), the Com-
mittee had expressed their unhappiness over the manner in which 
the matter regarding finalisation of agreements with Electricity 
Boards had been dealt with. Although the Ministry assured the 
Committee in 1968 that NCDC was being advised to conclude such 
agreements before commencing supplies of coal, the Committee are 
surprised to note that no firm agreement has been entered into with 
Madhya Pradesh Electricity Board uptil now. 

- -~At the time of factual varification;' the Audit have stated: "locBl 
audit vaorification report is awaited." 
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The Committee are informed that though no firm agreement on 

a stamped paper has been entered into with Madhya Pradesh State 
Electricity Board, an agreement was reached on essential teams of 
supply in July, 19'71 and thereafter as and when any problems arose 
the same was discussed and the decisions recorded. The Commit-
tee do not understand the difficulty in entering into a formal agree-
ment by the two parties concerned. They would like the Govern-
ment to take up, this matter at a high level with the Ma.dhya Pra-
desh Government Electricity Board with a view to persuade them 
to agree to enter into a formal agreement with the NCDC/CMA in 
regard to the quantity of coal to be supplied and other terms arid 
cond'tions in this regard without which it would be difficult for the 
NCDC to take decision on long term investments for the develop-
ment of the mine and initiate effective me,asures in that direction. 

The Committee are concerned to note that large amount of public 
funds Wf!!fe invested on the setting up of the Satpura Power Sta-
tion, the Power Station was unable to oper .. te to its full capacity 
for certain periods, when there was so much demand of power all 
around, due to short supply of coal to the Power 'Station by NCDC 
mines. What has pained the Committee more is that this happened 
due to lack of coordination and understanding between two public 
sector units and caused loss of production of power which was so 
badly needed at that time. The Committee feel that since a large 
number of collieries are linked with specific steel plants, power 
houses, railways etc. all of which are in public sector and since 
differences are nut unnatural when they deal with one another at 
commercial plane, there is a strong need for a broad based machi-
nery which can take a rational and overall view of problems that 
may arise ~etween the coal producing and coal consumi~agencies. 
They recommend that the Government may consider setting up a 
standing machinery which should command the confidence of CMA/ 
NCDC and the coal consuming units for sorting out the problems 
and difficulties faced by them in'dealing with one another, as and 
when such difficulties might a'l"ise, so that production in essential 
fields like ('oal, steel, power etc. is not held up on this account. The 
working of the Standing Machinery should be reviewed in the light 
of experience periodically and necessary improvements in its con-
stitution and procedure made to make it more eft'ective to achieve 
the desired results. 

Reply of Government4r 
It is submitted for the infO'l'mation of the Committee that the 

~hortfalls in the supply of coal from the Patharkhara mines at the 
.Audit--have stated that the -Ministry reply has not- been 

empJ ified keeping in view the remarks of Audit contained in their 
lett-' . No. 203-CA/143-76/ Vol. II dated 9-2-79. ' 
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Satpura. Thermal Power Station are being made up by supply of 
coal from collieri€'s in the Panch coalfield. However, it is appre-
ciated that there should be a formal agreement between the coal 
companies and the power station regarding the quantity of coal to 
be supplied and other terms and conditions of supply. The matter 
has been under negotiation between Western Coalfields Ltd. and 
the M.P. Electricity Board. The Department of Coal has also re-
cently written to the State Government to use their good offices 
to persuade the Electricity Board to enter into a formal agreement 
with the Western Coalfields Ltd. 

The other operative part of the Committee's recommendation is 
to set up a standing machinery which should command the confi-
dence of the coal companies and the coal consuming units for sort-
ing out the pToblems and difficulties faced by them in dealing with 
one another. In this connection, it may be stated that a similar 
recommendation was made by the Publi:: Accounts Commlttee in 
their 154th Report (1974-75) in which the Committee had desired 
that the existing instructions for settlement of disputes ~etween 
Government Departments and Public Sector UndertAkings should 
be reviewed thoroughly and a suitable machinery evolved fo>r the 
resolut'on of Inter-Departmental and Inter-Governmental disputes. 
In pursuance of thi~ recommendation, the Cabinet Secretariat after 
reviewing the earlieor instructions regardJng the settlement of dis-
putes between Government Departments and Public Enterprises 
and after obtaining the orders of the Cabinet have issued revised 
direction'5 which cover various aspects of the difficulties that would 
be faced by Public Undertakings in dealing with one another. A 
COpy of Cabinet Secretariat O.M. No. 53j3/1/75-CF dated 19-12-1975 
which also fulfils the recommendations of the COPU is enclosed 
for the information of the Committee (Appendix XVI). 

~ommendations No. 54 (Paras 8.35 and 8.36) 

The Committee regret to note that some valuable machine. 
which were purchased and installed in 1967 in the Korba WOt"kshoJl 
remained idle for several years for want of certain equipment, tools 
and spare parts. Overhead crane (5 tonnes) purchased from USSR 
at a cost of Rs. 2.52 lakhs has not been commissioned so far as one 
of the missing assemblies could not be provided as yet a·nd as its 
gearbox was lost in transit. The matter was still under dispute 
with the Soviet authorities. The overhead crane (15 tonnes) valu4 
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ed at Rs. 3 lakhs remained unutilised upto December, 1972 f'Or want 
of civil repair and loop railway siding provided or its operation at 
a cost of Rs. 1.73 lakhs was also not used. Drop Hammer valued at 
Rs. 75,000 could not be commissioned as a part thereof was lost 
in transit. The electric overhead crane with the help of which the 
drop hammer was to be operated had also not been used. B!'each-
ing Machine, GeAr hobbing mechine, Homing Machine, and Ram 
engine remained idle for want of spare parts. tools and accessories, 
The Committee would like that the circumstances leading to the 
loss of gear box of overnead crane and a part of the- drop hammer 
in transit should be thoroughly investigated in order to fix responsi-
bilitv. 

The Committee fail to understand as to how the management 
could afford to keep their machines idle when these were specifical-
ly procU'red for carrying out urgent repa:rs of mining equipment. 
They would like that the total loss suffered by the cOrJ2oration as 
a result of idleness of these machines should be calculated and 
responsibility fixed. The Committee also rec-ommend that Govern-
ment/NCDC should examine as the what exte.nt this loss could have 
been avoided by taking appropriate action in time to put these 
machines into operation and in caSe the jobs did not suffer for want 
of these machines why these machines were purchased at all. The 
Committee also 'recommend that the management should ta,ke im-
mediate action either to commission these machines which have not 
been commissioned so far or to dispose them of if they are not longer 
needed in consultation with BPE in the best interests of the Cor-
poration. 

Reply of the Government 

Overhead Crane (5 tonnes): 

The gear-box has since been manufactured in the company's 
workshop at Korba and the crane was commissioned during July, 
1976 and it is working satisfactorily. There were other cranes in 
the Workshop which were being used to manage the work. 

Overhead Crane (15 tonnes): 

The crane was commissioned earlier in 1972 but the travelling 
pathway was nut allowing the crane to function upto the full length 
of the bay. Modifications were done and since December, 1972 the 
crane is working along the full pathway and satisfactorily. 
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Broaching Machine etc.: 

The tools required for the Broaching Machine could not be im-
ported as the Russ'an Importer did not 'fespond favourably and 
therefore, tools were procured indigeno"sly and the m .. chine was 
commissioned in May, 1966. The Gear Hobing Machine could not 
be made use of till December 1973 due to less load. The Honing 
Machine could not be commissioned for want of hones. Efforts are 
being made to get the hones developed indigenously. Drop Ham-
mer: Dl'op Hammer required for Ram eJ;\.~(ne was lost in transit 
and claim has already been lodged on the Railways _ld Insurance 
Company for the value of i,he Drop Hammer lost in rail transit and 
presently. it is pending with the Court. The commissioning of the 
Ram engine required installation of crane in the bay where it was 
located to handle and feed the scrape mate'l'ilils. The crane requir-
ed was ordered on an indigenous supplier but .the supply could not 
materialise due to certain problems in the factory and with their 
bankers. The order was subsequently cancelled and fresh order 
placed on different supplier and later the Ram engine was commis-
sioned. 

The Korba Workshop was set up to cater to t:1e needs of Mines 
and Washery in the Korba Area. The Washery did not come up 
as anticipated and the load for certain types of special purpose 
machines like, Broaching Machines and Honing Machine, was not 
generated to full capacity. Coal Ind'a ~imited i.s, therefore, trying 
to dive'l'siiy the activities So as to fully utilise these machines. As 
such, there has heen practically no loss in production during pre-
vious period. Since the rest of the machines have already been 
comm'ssioned and the five ton over-head crane is used stand-by 
Crane at present, the question of declaring any machine as surplus 
and disposing them off does not arise. The WO'1'kshop is being 
developed fur~~1er to cater to the needs of other collieries also after 
na tionalisa tion. 

Loss of gcar box in transit: 

As already reported to the Committee, the gearbox shipped with 
other consignments from USSR appea'fS to have been landed in 
India along with other consignments but the dock authorities did 
not make the delivery. The company has been asked to investigate 
why a claim was not preferred on the dock authorities. The com-
pany had deptlted officers to vis;t the transport cell of Calcutta, but 
they were not able to locate any record 'felating to the period when 
the gear box wail lost in transit. Foreign Shipments during that 
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period were being looked after by Clearing ag~nts and hence it 
appears that it might not be possible to locate an,y of the records 
relating to the shipment in question. 

Uecommendation No. 58 (Para 9.28 to 9.32) 

The Committee find that on 31st March, 1974 as against a total 
of bank guarantees amounting to Rs. 31.50 lakhs a sum of more than 
Rs. 182 lakhs was outstanding against middlemen of which a sum 
of over Rs. 142 lakhs was outstanding beyond the credit period. 
Although the Corporation had decided in January. 1963 that the 
level of business with middlemen should not exceed double the 
amount of bank guarantee given by way of security, they find that 
outstandings against some of the middlemen exceeded the stipu-
lated limit. 

The Committee in their Tenth Report on NCDC (Fcurth Lok 
Sabha) desired that prompt and effective steps must be taken to 
bring the outstandings to the level of bank gua'l'flntee and the out-
standing should not be allowed to exceed the amount of total fin-
ancial coverage. Government informed the Committee in April. 
1969 that they had been regularly advising the Corporation to ensure 
that the outstandings against the middlemen were reduced and fully 
covered by bank guarantee. The Committee are sU'l'prised to note 
that the Management had pleaded ignorance of any such advice 
being received from Government. 

The Committee would like the Government to go lnto the con-
flicting statements made by the Ministry and the Corporation and 
determine whether or not any advice in the matter was given by 
the Minist'l'y and received by the Corporation and fix responsibil1ty 
fo:r not implementing the recommendation of the Committee made 
as far back as 1968. 

The Committee would also like the Government to investigate 
the cases where the outstanding against the middlemen have been 
allowed by the Management to exceed the limits set by the Corpora-
tion itself with a view to fixing the responsibility. 

The Committee would also like to reiterate their recommenda-
tion made in para 143 of their 10th Report (4th Lok Sabha) that 
porompt and effective statement be taken to bring the outstandings 
to the level of bank guarantees within the shortest possible time 
and the outstandings should not in future be allowed to exceed the 
amount (If total financial coverage. They expect that at least now 
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this recommendation will be viewed seriously and implemented 
scrupulously. 

Reply of the Government 

(a) Excessive outstandings against middlemen 

The circumc;tances in which NCDC had to depend on middlemen 
in the past have been explained in the reply to Recommendation 
No. 57. 

(b) Advice to NCDC to reduce outstandings against middlemen 

In the replies to recommendations No. 32 and 33 of the Tenth 
Report of the C.O.P.U. it had been ment:oned by the then Depart-
ment of Mines and Metals that the Government had bflen advising 
the Corporation to ensure that the outstandings agaill!'lt middlemen 
are reduced and the fully covered by bank guarantee. A copy of 
this reply was sent to the Managing Director, NCDC in April, 1969. 
Further. as mentioned in the oral evidence of the Secreta'l'Y. De-
partment of Coal, advice was g'ven to the Board persor.ally and at 
meetings with the Secretary and the Minister and by the Govern-
ment Directors. It should. however, be appreciated that while the 
'recommendation of the COPU and the advice of the Ministry to 
reduce outstandil1gs to the level of bank guarantees· were there, the 
market conditions were such that the Corporation could not faith-
fully implement it without detriment to its day to day opr::rations. 

(c) Prompt Rnd effective steps for reduction of outstandings 

The Coal India Ltd. is being advised to realise all the outstandings 
against the middlemen complete~y in the shortest time possible as 
they a'l'e no longer doing business through the middleme,'l. 

(d) Investigation of cases of excessive outstanding'S against middle-
men. 

The Committee appointed by the Government to investignte the 
cases where the outstandings against the middlemen have been al-
lowed by tl-te Management to exceed the limits set by the Corpora-
tion has come to the conclusion that the considerat;on which weighed 
with the N.C.D.C. management in continuing business with middle~ 
men without adequate financial coverage was the fear oi: fall in the 
sale of slack coal if the agreements with them were terminated. 
It has not been possible after the lapse of so many ypars to state 
whether the sale of slack coal would have actually fallen or not. 
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In view of the fact that the board of diTectors was kt!pt in the pic-
ture, the question of fixing the responsibility on any individual 
officer~ of the NCDC tIoes not arise. As recommended by the Com-
mittee, the Board of Directors of Central Coalfields Ltd. is being 
advised to call for the relevant records relating to all middlemen 
and take a decis'on about counter claims if any and proceed to 
encash the bank guarantees (except Kahansons). 

Reeommeadation No. 59 

The Committee find that of all the middlemen, the amount out-
standing a{lainst MIs Kahanson and Company has always been the 
largest. As on 31st March, 1974 the total amount outstanding against 
this firm was Rs. 63.66 lakhs out of which Rs. 19.75 lakhs related 
to consignees who were making payments directly to the Corporation 
and the remaining Rs 43.91 lakhs (all beyond credit pedod) related 
to party's on account. A coverage of only B.s. 26 lakhs was available 
with the Corporation against this amount. This coverage included 
a decree of Rs. 35 lakhs assigned by the Party to the Corporation in 
December, 1971 but an appeal filed against the decree is pending in 
the Calcutta High Court. 

The Committee in their Tenth Report on NCDC (Fourth Lok 
Sabha) adversely commented upon the Corporation's handling of 
the outstandings against this firm. In spite of this, sale of coal 
through this finn gradually increased from year to year. In April, 
197Q the Board appointed a Committee of Directors to examine the 
circumstances under which large amount got accumulated 
against this finn during June, 1969 to March, 1970 and to suggest 
measures to prevent recurrence of such cases in future. The Com-
mittee of Directors inter alia, observed in their Report submitted 
in FehI'uary, 1971 "by and large, the Management perhaps would 
not have acted in a very different manner than what it has really 
done .. " The Committee are not satisfied with this view. 

The Committee recommend that sale of coal through this firm 
and accumulation of outstanding from March, 1971 onwards should 
be thol'oughly examined by Government inorder to find out as to 
what extent business through this firm was unavoidable and to what 
extent outstandings could have been avo:ded by taking suitable 
action at the appropriate time. They also recommend that imme-
diate actton should be talken to recover the balance of amount from 
MIs Kahanson and Company and the progress reported to the Com-
mittee. 
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Reply of the Geverameat 

,A3 reeommended by the Committee on Public Undertakings, a 
Committee has been :;et up by this Department to find out (1) to 
what extent business through Mis. S. K. Kahapsons & Co. was 
unavoidable by the NCDC/CMAL/CIL or its subsidiaries, from 
March, 1971 onwards and (2) to what extent outstandings could 
have been avoided by taking suitable action at the appropriate time 
and also to recommend that immediate action should be taken by 
the Coal Company to recover the balance of amount from Mis. 
s. K. Kahansons. 

2. The Coal India Ltd. has filed two suias, one for payment of the 
bank guarantee amO'Unt and another for recovery of the total out· 
standings. In the first suit, in addition to Kahansons, the Bank con-
cerned has also been impleaded. 

3. The amount outstanding against Kahansons now is reported as 
Rs. 43.15 lakhs as against Rs. 58.86 lakhs on 31-'3-70. 

4. The Committee appointed as per para (1) above has since sub-
mitted its report (Appendix XVII). The Committee's findings show 
that: (i) Business with Kahansons except on direct payment basis 
was terminated in December 1969 and that there was no addition 
to the amount outstanding after that date. 

(ii) As regards avoiding outstandings by taking suitable action 
at the appropriate time the committee has found that the board of 
directors had approved the continuance of business with Kahansons; 
on the consideration that there could be heavy fall in the offtake of 
slack coal if the business with Kahansons was terminated. It has 
not been possible after the lapse of so many years to say what would 
have happened if the business with Kahansons was terminated 01' 
what would have happened if the management had decided to do 
away with the middlemen. 

(iii) The decision was taken at the top management level inclUd-
ing the Board of Directors and there is no evidence available to show 
that any individual official could be held responsible for the aCcumu-
lation of the outstandings. The Department of Coal has agreed with 
the findings of the Committee and has advised the Central Coalfields 
Ltd. to pursue losses against Kahansons vigorously. 

RMommendation No. 65 (Paras 16.51 and 10.52) 

The Committee regret to note that the advances given to stan and 
officers for making local purchases are not being adjusted promptly. 
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They find that all the collieries of the Corporation have been divided 
into 20 areas and the information furnished in respect of these areas 
revealed that as on 31st March, 1974 a sum of Rs. 44.71 lakhs was 
outstanding for a long time. The Committee fail to understand as 
to why information regarding outstandings could not be collected 
!rom all the areas. The Committee also note that the outstandings 
have been gradually increasing from year to year. As against the 
outstandings of Rs. 17.56 lakhs as at the end of 1972-73, the outstand-
ings at the end of 1973-74 were of the order of Rs. 44.77 lakhs. It has 
been stated that no action could be taken in this regard till ]lOW 
against defaulters due to practical administrative difficulties. 

The Committee are distressed at the casual and indifferent atti-
tude adopted by the Management towards the defaulters who were 
allowed to contravene the instructions issued in this regard in 1970 
with impunity. They cannot but express their deep concern at the 
utter lack of financial discipline in the organisation resulting in huge 
amounts of public money remaining outstanding with the officers 
and staff of the Corporation for long periods. They also recommend 
that the officers and the staff concerned should be asked to give pro-
per accounts of the advances given to them promptly and in the 
event of their failure to do so, the outstanding amounts should be 
deducted from their salaries forthwith. They recommend that the 
reasons for non-recovery/non-adjustment should be analysed and 
steps taken to improve the procedure to ensure that such things do 
not recur in future. 

Reply of the Government 

Instru~tions already exist for clearance of local purchase advances 
within six weeks, with prov!sion for recovery of the amounts of 
advances ftom the individuals concerned in case of failure to account 
for the same. The company has stated that these instructions could 
not be adhered to strictly due to various practical difficulties. How-
ever, as recommended by the Committee, this matter has been re-
viewed with a view to bringing about allround improvement. A 
special drive was also launched to bring down the local purchase 
advances to level so that there js no outstanding on this account 
beyond 15 days. These measures have yielded some results. The 
figures of outstanding advances as on 30-3-77 is Rs. 27.94 lakhs as 
against Rs. 44.77 lakhs mentioned in the report. Further improve-
ment is expected as concerted a:-tion is being taken by the company 
to bring down the advances. 
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2. The Department has advised the company that the recovery 
otOf outstanding advances should be strictly enforced and to send a 
,report of the progress attained after a month. 

NEW DELlUj 

,March 31, 1979. 
JYOTIRMOY BOSU, 

Cha.irman. 
Chaitra ,1QOT(Saka)'. Committee on Public Undertakings 

Further information called for by the 'Committee 

"The latest position about recovery of local purchase outstanclina 
;,advances, may please be intimated". 

(L.S.S. O.M. No. 24-PU /76 dated 9-12-1977) 

Further reply of the Government. 

The pOSition of outstanding local purchase advances as on 30-3-
'1977 was as follows:-

(1) Less than 3 months old 
(2) More than 3 months old but less 

than 6 months old. 
(4) More than 6 months but less than 

one year. 
(4) More than one year. 

Rs. 11.60 lakhs 
Rs. 11.40 lakhs 

Rs. 3.11lakhs 

Rs. 1.83 lakhs 

The Company has been advised again to take effective steps to 
'.Il'ecover the outstanding advances partiC'ularly those which are morE' 
than 3 months old-vide copy of letter enclosed. 

(Ministry of Energy, Department of Coal O.M. No. 54012/1/76-
CA dated 31st December, 1977). 

March !H, 1979, 
"Chaitra 10, 1901 (S). 

JYOTIRMOY BOSU, 
Chairman, 

Committee on Public Undertakings. 

• At the time of factual verification Audit have stated: "the break· 
~up was not received for retting". 



APPENDIX I 

Vide Reply to Recommendation at serial No.2 paragraph No. 1.14) 

(COPY) 

To 

No. 38011/1j74-CAF 

Government of India/Bharat Sarkar 

MINISTRY OF ENERGYjOORJAMANTRALAYA 
DEPARTMENT OF COAL/E~OYLA VIBHAG 

New Delhi, the 27th September .. 1975. 

The Chairman, 
Coal Mines Authority Ltd., 
10, Netaji Subhas Road, 
Calcutta~l. 

SUBJECT.-Setting u.p of "Coal India Limited" a Holding Compan!l 
for the coal industry in the Central Public sector, 

Sir, 

I am dil'ected to say that the Government of India have decided 
to reorganise the management structure of the coal industry in the-
Central Public Sectol' with a view to integrating and streamlining 
the structural set up in a manner which would be conducive to more 
efficient administration and thereby facilitate the achievement of 
the objectives already incorporated in the Memorandum. of Associa-
tion of Coal Mines Authority Ltd. The main features of this re-
organisation are given in the following paragraphs. 

2. Coal India Ltd. and its subsidiaries 
• Coal Mines Authority Ltd. will be converted into Holding Com-

pany called "Coal India Limited" (CIL) which will be responsible for 
the management of the entire coal mining sector owned and con-
trolled by the Central Government. The headquarters of CIL will' 
continue to be in Calcutta. 

3. The existing Divisions of CMA will be converted into a regis-
tered companies. These Companies along with Bharat Coking Coal 
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Ltd. and National Coal Development Corporation Ltd. will be subsi-
diaries of CIL. Thus, CIL will have the following Subsidianes 
Companies:- . 

(i) Centra Mine Planning & Design Institute Ltd., with head-
quarters at Ranchi. 

(ii) Bharat Coking Coal Ltd., comprising BCe together with 
Sudamdih and Monidih mines of NCDC, with headquarters 
at Dhanbad. 

(iii) Eastern Coalfields Ltd., comprising the present Eastern 
Division of CMA with headquarters at Sanctoria, Burdwan. 

(iv) Central Coalfields Ltd. comprising the Central Division of 
CMAfNCDC excluding Sudamdih and Monidih mines, 
with headquarters at Ranchi. 

(v) Western Coalfields Ltd., comprising the Western Division 
of CMA with headquarters at Nagpur. 

The Coal Mines in Assam and neighbouring areas will be managed 
directly by CIL. 

1. The shares held, by the President in BCC will be transferred 
to CIL which will continue to hold the shares of Singareni Collieries 
Company Ltd. which are at present being held by CMA. 

Authorised Capital 

5. The authorised capital of CIL and the Subsidiary Companies 
will, for the present, be as follows:-

oal India Limited 

Central Mine Planning & Delign Institute 

Bharat Coking Coal Ltd. 

Eaakm Coalfields Ltd. 

Central Coalfields Ltd. 

Weetern Coalfields Ltd. 

Management structure of CIL 

Authorised Capital 
(Ra. in crlX'Cl) 

Rs. 750 

RI. 15 

RI. 150 

RI. 150 

RI. 150 

Rs. 150 

6. CIl.. will have a Board of Directors headed by a full-time Chair-
man and including all the Managing Directors of the Subsidiary 
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Companies and other part-time Directors nominated by the Govern-
ment. The Chairman of the Board will be the Chief Executive of 
CIL. As the essence of the present reorganisation is effective decen-
tralisation and delegation of authority, it has been decided that there 
should be no Functional Directors on the Board of Directors of CIL 
with line functions. The Chairman, CIL, will have on his staff officers 
of the rank of Advisers or General Managers as departmental heads 
for dealing with corporate planning, research and developmental, 
operations, operations research, coal beneficiation and processing, 
finance, accounts, safety, peroonnel, industrial relations, marketing, 
transportation, purchase, stores, public relations, management infor-
mation services, legal services, vigilance and security, corporate 
administration etc. These officers will not have any line functions 
in so far as the SubSidiary Companies are concerned. 

Management structure of the Subsidiary Companies 

7. The Subsidiary Companies will have their own individual 
Board of Directors. Each of these Subsidiary Companies will have 
Managing Director who will be the Chief Executive of the Company. 
The Chairman of the Holding Company will be the Chairman of the 
Board of Directors of the Subsidiary Companies, He will provide the 
necessary coordination between CIL and the Subsidiaries and among 
the Subsidiaries. 

8. With a view to speeding up the communication process and 
intensifying management inputs in the Subsidiary Companies, it has 
been decided that, wherever it is possible, Areas, Sub-Area and 
Collieries should be so re-grouped as to eliminate the level of Sub-
Areas and thus-reducing the number of administrative tiers from 
the present >4 to 3. This is already being done in BCC. 

9. The Subsidiary Companies would be authorised to sanction pro-
jects involving a capital expenditure upto Rs. 2 crores in each case; 
projects costing more than Rs. 2 crores will be submitted to CIL 
for ap.proval. Apart from this delegation of financial powers, the Sub-
sidiary Companies will have more administrative powers than are 
at present enjoyed by the Divisions of CMA so as to ensure that 
they function with a considerable degree of independence. Within the 
Subsidiary Companies there should be sufficient delegation of powers 
to the level of Areas and Collieries so that there is effective decen-
tralisation in their operations. 
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Functions of CIL 

10. The functions of CIL will be to set overall corporate objectives 
and approve and review strategies for the achievement of these ob-
jectives, to establish policies regarding long-term planning, conser-
vation, research and development, production, finance, recruitment, 
training, safety, industrial relations wages, marketing, purchases and 
stores, to set targets and monitor them, to approve budgets, deter-
mine standard costs and retention prices and evaluate performance, 
and to coordinate amongest Subsidiary Companies. It will be res-
possible for overall policy regarding coal distribution. It ill 
establish broad linkages of consumers to coalfields and so main-
tain liaison with major customers. However, once the policy for 
coal distribution and the broad linkage to coalfields have been decid-
ed, it will be the responsibility of the concerned Subsidiary Com-
panies to deliver the coal; maintain quality control and carry out 
after-sale service. CIL will only be involved when there are in-
ter company problems or problems requiring a common approach 
to the consumers, carriers etc. At present, the coal sale bills are 
channelled to the Divisions via Apex which results in unnecessary 
delay etc. It will now be the responsibility of the Subsidiary Com-
panies to realise the sale proceeds of coal through such bills. In the 
matter of purchases, CIL will have the power to make, on behalf 
of the Subsidiaries, bulk purchases of plant and equipment of high 
unit value, or on short supply. All imports and exports will also 
be made through CIL. 

11. CIL will have the power to sanction projects involving a 
capital expenditure upto Rs. 5 crores in each case. 

12. There would be common 'Coal Cadre' for CIL and the Sub-
sidiary Companies. The recruitment of all personnel at the level 
of the Executives would be made by CIL on behalf of the Subsidi-
ary Companies, CIL would arrange for training of personnel where 
necessary and would thereafter allot them to different Subsidiary 
Companies. taking into consideration the companies' respective, 
needs. Transfer of personnel in the lower scales pay from one 
company to another is not envisaged though there should be no bar 
to such transfers on administrative grounds. At higher levels, 
transfer of personnel from the company to anther should be freely 
effected as this would enable the optimum use and development of 
managerial talent. 

Relationship between elL and the Government. 

13. The Government is accountable to the parliament and to the 
Dation for the working of any public sector undertaking. CIL, as 
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a public sector undertaking, would be accountable to the Govern-
ment for its working. CIL will submit detailed periodical reports 
to the Government about its own functioning and of its subsidiary 
companies with reference to their commercial, economic and social 
objectives. It would advise Government on formulating long-term 
policies in regard to conservation, development and scientific utilisa-
tion of the coal reserves and development of the coal industry and 
implement the policies laid down by the Government in this regard. 
The Government will constitute the Board of Director's of elL and 
the Subsidiaries, approve five-year and annual plans and budgets 
of CIL and sanction projects costing more than Rs. crores each. 
In matter relating to wages of workers, emolumellt& of 
executives, provisions of welfare measures etc., necessary directions 
will be issued or guidelines laid down by the Government. 

14. I am to request you that necessary further action to imple-
ment the above decisions may kindly be taken by you as early as 
possible. Copies of this letter are being forwarded to the Chairman-
cum-Managing Director, Bharat Coking Coal Limited the managing 
Director, National Coal Development Corporation Ltd. and the 
Managing Director, central' Mine planning and Design Institute 
and the Managing DirecttJrs of the Divisitms of CMA for infonna-
~on and necessary action. 

Yours faithfully, 
Sd/-

S. B. La! 
Joint Secretary to the Government ofln.dia. 

-Copy for infonnation and necessary action to:-

(1) Chairman-cum-Managing Director, Bharat Coking Coal 
Limited, Bhauggatdih- Building, P.O. Jharia,Dhanbad. 

(2) _. Managing Director, Central Planning and Design Institute, 
-Coal Mines AuthOrity U!n1ted, -Rancbi. 

(3)' Managing Direetbr, -National Coal Development -Corpora-
tion! Limited, Cehtral Div19ion, Coal Mines Authottity 

• Limited Ranchi. 
(4) Managing Director, Eastern Division, Coal Mines Autho-

rity Limited; Sanctoria, P. O. Dishergarh, District 
Burdwan. 

(5) Manllging'Directbr, • W8tem. Division, Coal Mines Autho-
tity--~,. Bilesar -House, Temple- Road, Nagpur. 



APPENDIX-II 

(Vide Reply to Recommendations as serial No.3 Paragraph 1.SE, to 
1.32) 

Copy of O.M. No. BPEiGLI026176!MANI9/16/76BPE (GM-l) dated 
'5th July, 1976 from Shri Krishna Chandra, Deputy Director, Minis-
try of Finance, Bureau of Public Enterprises to all Ministries/Depart-
ments of the Government of India . 

• .. • • • • 
The Committee on Public Undertakings in their 75th Report on 

National Coal Development Corporation referred to abOve has stres-
sed the need for expeditioUs consideration of all the recommenda-
tions of the Committee from time to time and prompt implemen-
tation of the accepted recommendations of the Committee by the 
various authorities concerned. The Committee's observations in 
this regard are reproduced below:-

"The Committee would also strongly recommend that all the 
public undertakings should be advised that the recoJllmen-
dations made by Parliamentary Committees should be 
given the. most serious and urgent consideration at the 
highest level and the accepted recommendations imple-
mented with expedition unless thete are compelling rea-
sons coming in the way of their implementation, in which 
case they should place the matter before the Committee 
for latter's reconsideration They would like ,dmll"is-
strative Ministries also to keep a cereful watch on the 
implementation of the Ccmmittees recommendations and 
follow up the matter with theundertaldngs under their 
respective control and ensure that such a lapse, 8S has 
occurred in this case, does not recur." 

2. The recommendation is brou.ght to the notice of the Ministry 
<of Tndustryand Civil Supplies etc. for information and guidance !It 
future. 

IIU 
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APPENDIX 'D' 
COpy 

Copy of letter No. CII!C-202409411152, dated 20121-9-1977 from 
Shri H. Srinivasan, Coal India Limited, addressed to Shri R. P. 
Khosla, Joint Secretary, Department of Coal, New Delhi. 

Kindly refer to your letter No. 55018\1176-CPM, dated 9th August, 
1977 regarding indigenous manufacture of spare parts for mining 
machinery and equipment. I have already sent my comments vide 
letter No. CIL\C-2\200882177!1565, dated 27th July, 1977, to. you re-
garding development of Ancillary Industries for providing essential 
inputs to the Coal Mining Industry. 

As desired by you I am appending below the observations:-

(a) A list of the items presently manufactured\supplie d by 
the Small Scale Industrial Units alongwith other regis-
tered manufacturers have been prepared by the compan-
ies. These items covered broadly spare parts of coal cut-
ting machines, Coal drills, conveyor spares etc. 

(b) The approximate value of annual demand of such iteInS 
are as below:-

WCL-(i) M.P •. 

(ii) Maharuhtra 

EeL . 

-------
RI. 100 Lakhl in 76-77. 

RI. 150 Lakhs in 76·". 
RI. 110 Lakhs in 7&:'7. 

(c) In respect of our having to provide designs and specifi-
cations of the various items to be manuhctured. . by such 
ancillary units, this is to confirm that such technical ser-
vices are rendered by the companies. 

(d) Discussions·with di.tferentDirectorate of Small Seale In-
dustries are in· progress. 

(e) Support for manufacture of special items of spare parts 
are extended. by the workshops of WCL and EeL . 

. I shall be glad to give you any further clarification which may 
. Idndly require. 



M. JHA 

DIRECTOR 

My dear Srinivasan, 
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MOST IMMEDIATE" 

D.O. No. 5501811176-CPM 

13th February, 1978" 

Will you please refer to the correspondence resting with your 
D.O. letter No. CILI0-2(B) 12409411269, dated the 11th October, 1977" 
regarding the follow-up action taken on Phase-I Report of the Ex-
pert Committee on development of ancillaries by Coal companies? 

Since progress of action taken to implement each of the eleven 
recommendations made in Chapter 12 of .the Report is to be reported 
to COPU, I shall be grateful if you could please indicate the latest 
position against each item in the enclosed statements and return the 
same immediately thereafter. 

Shri H. Srinivasan, 
Chief of Equipment and Engg. Division, 
Coal India Limited, 
10-Netaji Subhas Road, 
Calcutta. 

Yours sincerely, 

Sdl-
(M. JHA), 

Direct01" •. 

Copy for similar action to Shri B. N. Raman, Chairman-cum-
Managing Director, Singareni Collieries Company Ltd., Kothagudem. 

Sdl-
(M. JHA), 

Director. 



R. P. Khosla, 
Joint Secretary, 

My dear Garewal, 
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COpy 

Annexure 'A' 

D.O. No. 5501811176-CPM 

MINISTRY OF ENERGY 
DEPARTMENT OF COAL 

New Delhi, the 7th April, 19'77. 

Will you kindly refer to the correspondence resting with 
Shri Mahendru's D. O. letter No. C-lll0000lI1523!76, dated 31st 
August, 1976 furnishing CIL's comments on phase I of the Report 
of the Expert Committee for development of ancillaries by the coal 
industry Government have carefully considered the recommndations 
·of the Expert Committee and have accepted them. 

2. You will note that recommendations favour the promotion of 
ancillary units outside the coal companies rather than as an integral 
part of the companies. The Committee ha~ recommended that each 
comp&ny should identify the parts nnd components needed by it and 
make an assessment of the available manufacturing capacity for 
such components. Thereafter it should identify the areas in which 
the development of manufadturing capacity for ancillaries is re-
quired and actively promote such development in consultation with 
the State Governments concerned. The coal companies therefore 
will have to act as promoters of ancillary industries and after identi-
fying the items for being manufactured by entrepreneurs should 
pursue with the State Governments the provision of necessary infra-
structural facilities and also provide design and specification for the 
items required as well as quality inspection services for the finished 
products including regional testing facilities where necessary. In 
aU such matters the companies will have to work in close consulta-
tion with the State Government concerned. I would therefore re-
·quest that Coal India should clearly identify the items for being 
manufactured by entrepreneurs who might be interested in setting 
up ancillary industries and also identify the types of promotional 
'facilities that would be required to encourage the establishment of 
.these industries. After this exercise has been done, it would be 
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useful for Coal India to call a meeting of the representatives of 
various State Industrial Development Corporations so as to fonnu-
late a strategy for promoting the development of such ancillaries. 

3. Para 12.1.7 of Part I of the Report relates to the constitution 
of a separate Pricing Committee for ancillaries. While it is not 
necessary at this stage to set up such a Pricing Committee, it would 
be borne in mind that .the pricing mechanism for the finished pro-
ducts of the ancillary units should be evolved in such a way that 
While it provides adequate incentives for the establishment of such 
industries, it avoids the cost plus basis of pricing and provides ade-
quate incentives to the entrepreneurs to achieve a high level of 
efficiency. 

4. As soon as Coal India have evolved a strategy for implement-
ing the recommendations contained in this Report, they may like to 
place the matter for consideration before their Board of Directors. 

Lt. Gen. K. S. Garewal, 
Chairman, 
Coal India Ltd., 
100Netaji Subhas Road, Calcutta. 

COpy 

Yours sincerely, 
Sdl-

(R. P. Khosla) 

Annexure 'BP' 

Copy of letter No. DO. CILIC-2(B) 12.4094112.69, dated 11th Octo-
ber, 1977, from Shri H. Srinivasan, Coal India Limited, addressed to 
8hri M. Jha, Director, Ministry of Energy, Department of Coal, New 
Delhi. 

8UBJECT:-Phase I Report of the Expert Committee on development 
of ancillaries by Coal Companies. 

Please refer to your letter No. 550181 1 1 76-CPM, dated 3-10-19'17 
on the· above subject. 
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In this connection I am to say that in my earlieJ' D.O. No. CILIC-
212008217711565, dated 28-7-1977 and CILIC-2(B) 12404911152, dated 
21-9-1977, observations were made on the basis of information re-
ceived from the subsidiary companies. Incidentally, I have clarified 
all the points raised by your department vide letter No. 5501811176-
CPM, dated 9-8-1977. 

2. However, I am again placing below the value of items manu-
factured by different Small Scale Industries of State Government 
and purchased by different subsidiary companies as desired by you. 

1975-76 1976-" 

Madhya Pradesh 401alth• 100 laltha 

Maharaahtra 100 lakha 150 lakhs 

Welt Bengal 110 lakha 

Bihar 168· 57 lakh. 

3. I would like to emphasise that all the subsidiary companies of 
Coal India Ltd., have taken positive initiative for encouraging the 
Small Scale Industries by setting up of a Committee, having a mem-
ber from different State Government Industries department, to keep 
close liaison with State Government Industries and the entrepre-· 
neurs to watch the progress of developments of industries in Small 
Scale Industries. 



APPENDIX IV 

(Vide Reply to Recommendation at Serial No. 12) 

IMMEDIATE 

GoVERNMENT OF INDIA 

MINISTRY OF ENERGY 

(Department of Coal) 

No. 54012!4176-CAFICPM New Delhi, the 25th March, 1977 

To 

Shri C. S. Jha, 
Director (Tech. and Prodn.), 
Bharat Coking Coal Limited, 
Bhugatdih Building, 
Jharia (Dh~mbad). 

SUBJECT: -75th Report of COPU on erstwhile NCDC relating to 
delay in the supply of essential P & M by MAMC-Follow 
up action. 

Sir, 

I am directed to invite your attention to, the correspondence rest-
ing with your letter No. D (T) IF-2813616, dated the 2nd November, 
1976 on the above subject and to forward herewith a copy of D.O. 
letter No.6 (14) I 76-HEP-I, dated 91111-3-1977 (with enclosures) from 
S'hrl R. N. Kalia, Deputy Secretary, Department of Heavy Industry, 
which is self-contained 

In view of the fact that difference of opinion between MAMC and 
Bharat Coking Coal Limited in fixing the responsibility on the ques-
tion of delay in the supply of pla'nt and Machinery in this case still 
persists, it has been suggested by the Department of Heavy Industry 
that representatives of both MAMC and Bharat Coking Coal Limit-
-ed may be called to, clarify the factual position and to prepare joint 
(:ommen'.s on the COPU's recommendatio·n. We are inclined to ac-

200 
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<eept the proposal and wwld request you to kindly take up the 
,matter with M/i.,'MC. 

51nce the reply to COPU's recommendation has been delayed 
considerably, it is requested that early action is taken in the matter 
and this Department is infonned within a month's time. 

<Copy forwarded to:-

Yours faithfully, 
Sci!-

(S. R. A. RIZVI) 

Director. 

1. Chairman., Coal India Limited, 10-Netaji Subhas Road, 
Calcutta. 

2. Shri R. N. Kalia, Deputy Secretary, Department of Heavy 
Industry, New Delhi, with a request that MAMC may kindly 
be instructed to reconcile this matter directly in consultation 
with BCCL. . 

R. N. Kalla 

Deputy Secretary, 
(T. No. 374049) 

Dear Dr. Razvi, 

Sd!-
(S. R. A. RIZVI) 

Director. 

COpy 

D.O. No. 6(14) !76-HEP.I 

Ministry of Industry and Civil 
Supplies 

Department of Heavy Industry, 

New Delhi, the 11th MaTch, 1977 

Kindly refer to D.O letter No. 54012141 76-CAFICPM, dated the 
316th January, 1977 from Shri R. P. Khosla, Joint Secretary regard-
ing 75th Report of the COPU on NCDC relating to the investigation 
.of the cases of delay on the part of MAMC in supplying essentiall 
·4825 ~14. 
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items of plants and equipment to NCDC. As sugg~sted therem, a' 
back reference was made to MAMC. I enclose a copy of reply now 
received from that Organisatio:tl, It will be seen that the original 
order for coal equipment was placed on them as per polish design 
whereas they had offered quotations on the basis of the Russian 
design. As difference of opinion on factual matters still exist, was 
suggest that representatives of both MAMC and ClL may be called 
to clarify factual position and to prepare joint comments on the 
COPU recommendations. 

This also refers to your D.O. letter No. 54012 14176-CAF ICPM, 
dated 7-3-1977 to Shri H. L. Ahuja. 

Encl: As above. 
Dr. S. R. A. lUzvi, 
Director, 
Department of Coal, 
Shastri Bhawan, New Delhi. 

Yours sincerely, 
Sdl-

(R. N. Kalia') 
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APPENDIX VI 

(Vide Reply to Recommendation at Serial No. HJ) 

Report of the Committee appointed vide Recommendation No. 16 
of COPU-75th Report 

1.0. INTRODUCTION: 

The Recommendation No. 16 of COPU-7~1;h Report reads as 
under:-

"The Committee regret to note the delay of about 4 years in the 
development of the Monidih Project. According to the Project Re-
port approved by Government in 1965, Monidih Project was ex-
pected to start production in 1969-70 and reach full production in 
1973-74. The Project is, however, now scheduled to attain full pro-
duction in 1979'-80. The period of attaining the rated capacity has 
thus been extended by 6 years. The Committee also find that if the 
Project had commenced production as per original schedule the 
management would have avoided capitalisation of revenue expendi-
ture to the extent of Rs. 7.16 crores, which was incWTed during 
1969-70 to 1973-74." 

Delay in the development of the work has been attributed to 
adverse hydrological conditions met at the commencement of shaft 
sinking, delay in reconstruction of shaft tower and slowing down of 
development work to suit the projected demand of coal. The Com-
mittee recommend that the various reasons for delay may be gone 
into by an expert Committee in order to find out the extent to 
which each of the factors contributed to the delay and the extent 
to which the delay could have been avoided with proper planning 
and foresight." 

This Report is being elabo.rated in pursuance of the requirement 
of this Recommendation. 

The specific task as required under the recommendations are:-

(i) Investigate into the various reasons for delay. 

(ii) Extent to which each of these factors contributed to the 
delay; and 

(iii) Extent to. which delays could have been avoided with 
proper planning and foresight. 
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2.0. ANALYSIS OF THE DELAYS 

2.1. Various major activities with their scheduled programme of 
execution and the actual period during which the same where exe-
cuted, are shown in Annexure-I. In case of the activities stiLl in 
hand, the expected date of completion is shown in tills Annexure. 

2.2. Various Activities and the Analysis of Delay: 

2.2.1. Shaft Sinking 

There was 7 months delay in completion of shaft sinking. Rea-
sons attributed to the delay were difficult hydrological conditions 
met at the commencement and from different horizons. On enquiry 
:it is found that in ,those days it was not usual practice in India to 
carry out the hydrological investigations. Even today. this is not 
widely in use In Monidih, one bore hole in between 2 shafes was 
driLled and hydrological tests carried out. The results were inter-
preted by the Polish Experts, who had o.pined that the data provid-
ed were scanty and could not be conclusive. In actual' practice, 
1.5 mg per minute of 'water was met with in the shaft. This is 
considered high inflow from Indian Standards. 

2.22. Fitting of Shaft Armouring, Tower and. Winder in No.1 
Shaft 

It has been found that there was delay of 5 years and 10 months 
in regard to one winder and 7 years and 9 months in regard to the 
second winder. 

Reasons for delay are as under: 
(a) Non-completian of foundation for winder in time as 

drawings for foundations were not received in time from 
MAMC. 

(b) Delay from Triveni Structural side to complete the tower 
by one year. 

(c) About one year delay in assembling the winder due to 
non-availability of crance required for the purpose. 

(d) For the period from removal of temporary head gear to 
installation of pennanent head gear, emergency winding 
arrangements had 'to be made in shaft No. 1. This was 
not contemplated in the P.R. but was enforced by the 
D.G.M.S. Later on ,these arrangements had to be dis-
mantled and there was a delay of about one year due to 
this. 
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. (e) There was delay in receipt of permanent pumps for pit 

bottom. As a result, the sinking pumps had to be kept 
suspended in Shaft No. 1 and the Shaft could not be made 
free for fitting. As it was decided to fit No.2 shaft earlier 
the pumps of this shaft also had to be transferred to No.1 
shaft, which resulted in delay of about 6 months. The 
$8IIle pumps had to be dismantled ~ater, which resulted in 
a further delay cit. six months. 

(f) The temporary shaft collar put up for sinking had to be 
removed to make room for the permanent shaft collar. 
This took about one year time to complete. 

(g) The second winder from MAMC could not be installed 
till date as equipment were delivered MAMC only in 1976 
as against the scheduled date of January, 1969. The re-
vised target date for completion of this job is March 1977 
and the job is under execution. 

2.2.3. Shaft Armounng. Modification of Shaft tower and instal-
lation of temporary winder in No.2 shaft. 

There was a delay of 9 months in the above job which was due 
. to delay in receipt of . components from Poland. 

2.2.4. lnstal~tion of Permanent Headgear' ana Winding Engineer. 

Delivery of equipment from MAMC has been delayed and this 
. work is expected to be completed only in March 1979 and thus there 
is delay of 8 years and 9 months. 

2.2.5. Installation of Fans: 

The mine was scheduled to have two fans of 16000 c.m. per 
minute capacity running in parallel to deliver 24000 c.m. per minute. 
This job was to be complete by May, 1969. Installation of first fan 
was delayed by 3 years and 8 months due to late delivery of fans by 
MAMC. This fan was also delivered without electricals. Even 
then the colliery made full use of these fans by installing a smaller 
horse power motor available to them. With this motor, the fan is 
able to deliver 9000 c.rn. per minute, which is very much below the 
required quantity. The second fan was also delivered very late and 

. it was commissioned and given a trial run in June, 1976.. The 



208 

blades of the some were broken in this run and MA:MC is still too 
supply replacement for these blades. The mot.or of the first fan 
cannot be changed till U~se blades' are received and they run satis-
factorily for atleast 3 months. The later work is expected to be 
completed by March, 1977. Replacement Of smaller motor of first 
fan by a normal ,size motor is expected by September, PI77. Thus, 
the complete fan installation is delayed by about 8 years. 

2.2.6. Delay in Development: 

It may be noted, however, that the colliery made full use of the 
facilities and equipment made available to it. Inspite of the above 
delays, work of development, which was scheduled to start in Octo-
ber, 1969, started onJy six months late, i.e., in March. 197(}. How-
ever, because of 'the fact that shaft No.1 was not yet ready as sche-
tluled and the limitation of the ventilation as described above, the 
scale of drivage a'nd the number of faces could not kept as per 
schedule. A statement of the progress achieved in each year com-
pared to the plan is given in Annexure 'III. 

2.2.7. Starting of first longwall face has been delayed by 4 years 
and 9 months due to combination of above factors and the total was 
by about 9 years, as the project is now sCheduled to reach full pro-
duction by 1972 instead of Una. 
3.0. THE DELAYS THAT COULD HAVE BEEN AVOIDED WITH 

PROPER PLANNING AND FORESIGHT. 

3.1. Emergency winding arrangements, as required at Shaft No. 1 
were not envisaged in the briginal plan. This was enforced by the 
DGMS and the entire arrangement caused a delay of about 1 year. 
This delay could possibly have b~n avoided if DGMS was consulted 
before the plans were made. 

3.2. The temporary shaft collar in Shaft No.1 had to be replaced 
by a pennanent shaft collar resulting in a delay of about 1 year. A 
part of this delay could have been avoided if pennanent shaft collar 
was installed in place of temporary shaft collar rIght from the 
beginning. 

3.3. Thus, both of these delays put together could have been 
avoided resulting in a overall estimated saving of aobut 11 year time. 

".0. CONCLUS'ION : 

Project has been delayed on account of the following factors:-

(i) Heavy make of water in the shafts during sinking' ope-
rations. 



(ii) Delay in delivery of equipment mainly by MAM.C, whicb 
has done very late delivery of winders,fans and other 
equipment by as much as 8 years. A statement showing 
supply position of equipment against oustanding orders 
with MAMC is given in Annexure-II. 

5.0. SUGGESTIONS: 

The following recommendations are made to check such delays 
in future:-

(i) The method of geological investigatio'ns should be improv-
ed to bring them in line with modern practice in the world. 
These days modern geophysical aids are available foI"" 
borehole and other aids 'for hydrolo.gical in-
vestigations, All desired information about the strata to 
be passed through must be obtained. Deilling as per 
LA.P. should be conducted to determine the exact struc-
ture. CMPDI is already taking steps in this direction. 

(ii) A separate company for shaft sinking and tunnelling 
should be formed so that it develops the expertise and 
trained manpower for this job. 

(iii) A separate company for mine construe <.ion should be 
formed who should develop the necessary expertise for 
this purpose, so that construction of mines can be accom-
plished in time. 

(iv) PERT!CPM should be introduced in all projects so that 
it is properly monitored and if there be delays these can 
be highlighted in terms of the harm in production and 
money and centres of responsibility can be fixed in that 
case. Corrective actions in the form of crash activities 
and even import of eqUipment should be taken to stick to 
time schedule. 

(v) Most of the delays in the project could have been avoided 
if the equipment would have arrived in time, Emphasis 
on development of indegenous equipment resulted in 
heavy delays in supply of such equipment to this Project, 
some of them can be solved as follows:-

(a) The losses during construction period in this Project 
should be borne from R&D fund of the Government. 
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,b) In future, an effective deteI'ent penalty cause should 
be introduced. in supply agreements. 

{c) If there is undue delay, import o.f equipment should be 
be pennitted. 

(d) The equipment and outs should be standardised as soon 
as possible so that manufacture becomes easier. 

(e) Proper system of incentive should be introduced right 
from Project stage for completion of work in time. 
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APPENDIX-VD 

(vide Reply to Recommendation at Serial No. 35) 

ANNEXURE 

Report of the Committee for investigation into purchase; under 
utilisation and non-repa.irsof equipment. 

A High Powered Technical Committee had visited :US.A. in 1953 
and based on their recommendations shuttle cars, gathering Arm 
Loaders and continuous miners were procured for the Projects plan-
ned during Second and Third Plan. periods. 

(a) Shuttle 

Out of the 73 shuttle cars provided for in the second and third' 
plan periods, 57 n09. were procured and supplied to the projects. 
Immediately after the second plan period (mostly during 196~5) 
there was a recession in coal demand and 8 nos. of shuttle cars pro-
cured for projects in the Central India Coalfields were sold to Slnga-
reni Coal Co. Ltd. to meet their requirements against replacement 
and further one no. was sold to pyrites Chemical and Phosphates-
Limited also from Central India Coalfields. It may thus be seen 
that the management was aware that on one hand since these 
machines would not be deployed in the projects for which they were 
procured on accounts of slump in coal demand, the management 
decided to dispose of few nos. to meet the requirement of other 
cO'nsumers, on the other hand where the performance of the shuttle 
cars were not satisfactory (mainly in Karanpura Coalfield) the-
shuttle cars were progressively wi.thdrawn and sent to Central 
Stores I Central Workshop for their rehabilitation and subsequent use 
in other projects during the subsequent period. In clarification to 
the reference in the Committee's Report that on 27th September 
1972 19 nos. shuttle cars were under repairs, C E. (E&M) COL men-
,tions that out of these 14 nos. were held in Central stores!Central 
Workshop at Barkakana and 5 nos. in field at churchs, Duman Hill 
and Pather Khera. The shuttle cars which were in use in Central 
India Coalfields and at Patherkhera gave good performance. 

The first set of spares laSted for the first two years. The period 
between indentirut and actual delivery of spares took nearly twO' 
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years. In the meanwhile, the Indo-Pakistan Conflict in September, 
1965 disrupted the whole channel. of supply when the import was 
banned Again the Indo-Pak. war in 1971 disrupted the supply of 
spares from U.S.A. and the spares against indents of 1970 were re-
·ceived during 1972. MAMC's plan to undertake manufacture of 
spares of shuttle car did not materialise so the limited foreign ex-
change available duri'ng 1986-70 were utilised for importing spares 
for shuttle cars ac'tually in operation and the shuttle cars lying in 
,Central StoreslCentral Workshop, Barkakana could not be rehabili-
tated in view of meagre resources of foreign exchange. 

(b) Gathering Arm loaders: 

As against the provision of 107 nos. of gathering arm loaders for 
projects planned during the second and third plan periods, only 81 
nos. were procured. Out of these 18 nos. were of H tonnes per 
minute capacity and the balance were of 4 tonnes per minute capa-
·city. The sma.ller capacity loaders were provided 'for projeds where 
at the basement and percolation of water underground,. they were 
not found suitable. The loaders Procured during 1958~59 deployed 
in the mines of Karanpura, Korba and Kurasia, 12 nos. of these were 
returned to Central Workshop, Barkakana and six nos to. Central 
Workshop, Korba .. The some remarks applied here too regarding 
the availability of spares and rehabilitation of lookers unde~ break-
down. 

A committee of experts has been set up to determines as to what 
extent these loaders and shuttle cars lying in workshops could be 
utilised after reconditioning them. 

(c) Continuous Miners: 

Two nos. JOY 5 CM Make continuou,s Miners were proposed for 
Chalkari Project against approved Project Report provision and were 
put in operation in December 1964. The Continuous Miners were 
deployed for fastor dirivages of development heaclings about 15,000 
metres long of size 4.27 Mx2.75M. After the development work in 
Chalkari was over they were ,taken out for use elsewhere. but could 
not be reconditioned immediately due to paucity of foreign ex-
change as well as slum pin coal demand. 

Now one of the continuous miners has been sent· to patherkhen 
Project while the other is under overhaul at Giridih Workshop and 
is proposed to be used in Kedla (UG) Project in CLL. 
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.conclusion. 
Based on the Available facts and figures, it appears that the man-

.agement did not keep the imported machineries under-utilise rather 
it judiciously sold some of th~m to other Public Undertaking to meet 
their requirements against replacement, while others were kept in 
Central. Workshops. Had the two accompanied by recession 
in coal demand not confronted the management, the management, 
would have utilised them to their best of ability. The management 
tried its utmost to conserve and utilise the meagre available foreign 

-exchange in maintaining the machinery in operation. 

-4825 LS-15. 



APPENDIX-VOl 

(Vide Reply to Recommend~tion at Serial No. 44) 

Report of the High Powered Committee on investigation regarding 
loss of fines in Kargali Washery. 

1. Int.roduction 

Vide M. D. (CCL) 's Memo MD (CCL) !COPU!76!680, dated 19th 
April, '76, a high powered committee was constituted with the Ap-
proval of Chairman, Coal India Ltd., to investigate into the ques-
tion of loss of 'fines and other matters in Kargali Washery. 

This was done in accordance with the recommendation No. 44. 
Para 7.71 of the seventy-fifth report on N.C.D.C.Ltd., by the Com-
mittee on Public Undertakings (197~-76). which read as follows:-

"7.71. The Committee strongly deprecate the continued lack 
of concern shown by the Management over the huge loss suffered 
by the Corporation since 1958 on account of their inability to check 
the outflow of fines. They recommend that the entire matter 
regarding loss of fines starti'ng from 1958 should be thoroughly 
investigated by a high powered committee which should inter alia 
have representatives of Audit, Fuel Research Institute, Finance 
etc. in order to determine precisely the extent of loss of coal fines, 
to pinpoint lapses and fix responsibility and recommend action 
against arring officials and others concerned for the huge losses 
suffered by the Corporation. The Committee would like this 
investigation to be compl£.'.ed within six months and they should be-
informed of the outcome of the investi'gation and action taken tn" 
the matter." 

2. Constitution of the high powered committee 

Shri H. B. Ghose, Managing Director, CMPDIL. 

Sri R. C. Shekhur, Chief of Finance, Coal India Ltd. (Represent--
ed by Sri Ved Prakash Bhatia, Jt. ControUer of Accounts, Co» 
Ltd.) 
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Sri Brij Bhushan. G.M.(Plg.), CCL (Later transferred to R.I.-
3. CMPDI as Reg. Director). 

Sri U. Narain, COA(IA), CCL. 

Sri S. Ghose, Scientist-Charge, Geology Division C.F.R.I. (Nomi-
nated by Director, CFRI). 

3. Deliberations of the Committee 

After collecting and examining the available background infor-
mations and data, a brief write-up on the subject was circulated tv 
all the members and the first meeting of the Committee was hel~ 

on 9th July, 1976 in the office of Sri H. B. Ghoge, M.D. CMPDI at 
Ranchi. 

In this meeting a preliminary examination of the matter was 
done. Sri: G. G. Sarkar, Chief of Coal washing Division, C.F.R.I.p 
who happened to be present at Ranchi was also requested to join 
the meeting for some time. Sri Sarkar very kindly answered aU 
the queries of the Committee Members on this subject. Sri B. K. 
Saran, Chief Engineer (Washeries), CCL was also requested to joil) , 
this meeting and he expressed his views on this subject:-

The second meeting of the Committee was held on 31st July, '7& 
Kargali Rest House. Sri U. K. Raja Rao, General Manager (B&K) 
Sri B. K. Srivastava, Superintendent, Kargali Washery and Dr. R. 
N. Singh, Add!. C. E. (Washeries), CMPDIL also joined during the-
discussions. ! 

The Committee members visited the site of discharge of kargali 
washery drain into the Damodar River, where from a sample of the 
slurry water was collected. The members then visited the Slurry 
Ponds near the Kargali Washery and here also a sample of the slurry 
water incoming to the ponds was collected. The two sampl~s 

were later analysed in the Washery Laboratory and results obtain-
ed. The member thereafter visited the Kargali Washery and exa-
mined the working of the Slurry Circuit including the Thickenerp 
Drum Filetes etc. They also inspected the R. O. M. picking belt 
and observed the quantity of hand picked rejects lying near the site. 

The third and final meeting of. the committee was held at Ranchi 
on 31st August, '76. During this meeUng it was desired that the 
figures of raw-coal, clean, coal, middlings and rejects in respect of 
the Kargali Washery for the various years, starting from 1958p 
should be carefully examined. The figures earlier given by the 
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Xargali washery authorities to this Committee should be reconciled 
with the figures appearing in the Annual Cost and Performance 
Report of the N.C.D.C. 

The month-wise data was scrutinised in detail with the help of 
the Accounts Department of the Headquarters, Ranchi. After 
making the necessary corrections, the finally corrected set of figures 
in respect of the annual raw coal feed, production of clean coal, 
middlings and rejects was got certified by the Superintendent, 
Kargali Washery. 

~. Remarks 

4.1. Statistics: 

Annexure-l gives the figures of raw coal feed, clean coal, mid-
dlings and rejects for each year starting from 1959-60 till 1975-76. 
'The remarks in respect of the corrections made in the various 
'figures is also given on page 2 of the annexure. The overall losses 
haVe been computed llnder column 11 of the table given in An-
'Ilexure-I. 

The capacity utilisation of the washeries in the successive pe-
rlods was as below: 

-_._-------

Year 

Percell tage raw coal 
input to rated clI.pa-
city (I' 94 m.t./a. 
increased to '2' 7'2 
m.t./w.e.f. 67-68) . 

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

1959-60 

'1960.61 

"96,·62 

'Ig62-63 

1 963-64 

"964-65 

1965-66 

1'g66-67 

1 967-68 

.. 968-69 

58 % 

55 % 

75'5 % 
80 % 
92 " % 
86'lI % 
go'8 % 

100 % 

71 % 
79'7 % 

---.-- -
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-------- ------ ----
'969-70 

'970 .7' 

'97'-72 

'972-73 

1973-H 

'974-75 

'975-76 

80 % 
74" % 
76'8 % 

73 % 
76'9 % 
78'5 % 

--_ ...... _--- .... _- --------- ---
By the time capacity utilisation increased to proportions which, 
could not be handled without a setting pond etc., alternativ~ 
arrangements for recovery of fines had been made, 

4.2. Extent of Loss of Fines 

4.2.1. 1958-DecembeT, 1963 

During this initial period the slurry was being recovered only 
by mechanical means. It was also noted that the rejects were not 
being weighed during this period. 

The Kamath Committee in its final report (August, 1958) had 
estimated the loss of fine coal during this period to be about 6,80,000-
tonnes which valued at Rs. 301- per tonne amounted to Rs, 2.04 
crores. This was based on the assumption that about 10 per cent of 
the slurry was getting lost. 

The Committee tried to ascertain the basis on which 10 per cent 
estimate was made, but could not get the br.eak-~ calculations t() 
support this. 

As rejects were not weighed, it is possible to estimate the los 
only by an indirect method. Shri G. G. Sarkar, Chief of Coal 
Washing DiVision, DFRI in his report of the Technical Probe on 
the sulurry recovery at Kargali washery (July, 1971) has stated 
in this connection-"In one year period (1964) immediately follaw-
ing the CO'1'lstruction of the Setting Pond, the manual recovery of the-
slurry amounted to about 2 per cent of the total raw coal inputr 
implying that about 5 to 6 per ~ent of the slurry below 0.5 mm) W85 
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ileing recovered by mechanical means. This revealed incidently 
.that prior to the provision of the setting Ponds, about 2 per ce'nt of 
,the slurry (and not 10 per cent as indicated by the Kamath Commit-
;tee) was going to waste." 

4.2.2. Effect of moisture on raw coal, clean coal rejects and mid-
dlings and the consequent calculation of the inputloutput-
quantity and balance. 

The Committee was aware of the pOSISibility of error in working 
~ut quantity and balance on account of differential in moisture con-
tent of the input output. The moisture content also would have 
varied in different periods. The Committee, also recognised that 
there was no metho,d to reduce all the figures on dry basis. 

42.3. January 1964-1966-67 

During this period the rejects were still not being weIghed. 
Hence it is difficult to ascertain the actual loss of fines. Slurry ponds 
were constructed in January, 1964 and the manual collection of the 
.Iurry was started. 

4.2.4. 19681.-69-1969-70 

Though the overall losses during these two years have been in-
dicated as 3.95 and 2.51 per cent, the Committee found that these are 
based on part weighment of the rejects. A small part of the rejects 
was transported by tipping tubs without weighment and hence the 
actual loss can not be accurately ascertained. 

4.2.5. 1970-71-1975-76 

During this period the rejects have been weighed and the data 
are available. After allowing for the hand picked rejects, the losses 
are found to be all along less than 2 per cent. 

After carefully examing the working of the Kargali Washery and 
its pa9t history, the Committee finds that the Washery is functioning 
on Open Circuit prinCiple. It's equipment are getting old and i'nspite 
of the mociificationsireplacement carried out from time to time, some 
basic defects have not yet been rectified fully. 

4.3. Handling Losses 

. The Committee has noticed that no allowance for handling 1088 
is being made in the Kargali Washery. 
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4.4. Present position of extent of loss. 

The results of the random samples of the slurry water entertnl 
into the slurry ponds and finally owing into the Damodar River 
are given below. These samples were taken by the Committee dur-
ing their visit ,to the Kargali Washery an 31st July 1976. 

Solid content of the slurry water entering into the slurry Ponds-;-
17.46 gms./litre. Solid content of the final effluent to the River-1.24 
gms.Jlitre. 

The quantity of water flowing into the river was roughly esti-
mate as about 1000 a.p.M. 

4.5. Use Of Flocculent 
While examining theS'lurry Circuit of the Kargali Washery it was 

learnt that the USe of Flocculent was tried in the past. 
5. Conclusions: Seriatim 

5.1. Relationship between capacity utilisation and recovery Of 
fines. 

After taking into account the estimates of fines lost from time to 
time, the Committee came to the conclusion that the possibility of 
loss in fines got higher with increasing capacity utilisation of the 
washeries. 

5.2.1. Considering the lower load factor at which ths Washery was 
operating in the initial years and the fact that the slurry recovery 
plant was new, the Committee feels that the actual recovery of 
fines must have been better than that observed in 1964 when the 
manual recovery started. The Committee, therefore, concludes that 
during this period the actual loss of coal fines must have been much 
less than 2 per cent and may be considered technically within per-
missible limits. 

5.2.2. The effect of moisture could not be appreci'able, as the mid-
dlings were already taken at 2 per cent equivalent moisture. 

5.2.3. The Committee feels that the loss of fines during this per-
iod must have been lesser as compared to the earHer period. This 
may be considered negligible. 

5.2.4. Judging from the trend of overall losses noticed in the year 
(1967-68) immediately preceding and thereafter, the Committee feels 
that there might not have been any significant loss of fine during 
this period. 

5.2.5. It is felt that for a Washery of this type, a loss of H to 2 
per cent is within the expected nonns of operational efficiency of t~ 
Plant. 
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5.3. The Committee Members are of the view that about 0.5 per 
cent loss should be considered as handling loss. . 

5.4. On this basis, the amount of solids flowing into the river 

is only 1320 tonnes/annum. This is considered negligible. 
5.5. The Committee recommen.ds th~t the use of flocculent should: 

be- given another trial as they are of the view that this will help. 
in the mechanical recovery of coal fines in a more efficient manner .. 

Sdl-
(H. B. Ghose) 

Managing D~ector, 
C.M.P.D.!. Ltd. 

Sdl-
(U. Narian) 

C.D.A. (IA), 
C.C. Ltd. 

Sdl- Sdl-
(R. C. Shekhar) (Brij Bhusan) 
Chief of Finance, Regional Director (RI-3» 

Coal India Ltd. C.M.P.D.I. Ltd. 

Sd./-
(S. Ghose) 

Scientist-incharge, 
Geology Division 

C.F.R.L 



AppeJJc;ijx IX 

(Vide Reply to Recommendation &t Serial No. 57) 

Government of India 

MINISTRY OF ENERGY 

DEPARTMENT OF COAL 

No. 54012/10/76-CDT 
To 

New Delhi, the 21st July, 1976. 

The Chief Secretary to the Government of states 

SUBJECT.-Purchase of coal by Government De1Ulrtment/Public 
Undertakings from Coal India Limited ,and its subsidiaries 
and Singareni ColZierie3 Limited. 

Sir, 
I am directed to say that the Government of India had requested 

in June, 1968 all the State Governments to issue suitable instructions 
to DepartmentslUndertakings of the State to make thier purchageS 
of coal directly from the National Coal Development Corporation 
and not to employ middlemen for the purpose. It is, however. 
noticed that in spite of the exhortation, a number of GovernmE'nt 
Departments and State Government Undertakings including State 
Electricity Boards are still employing middlemen for the purchase 
of coal from public sector coal companies. Since both the parties to 
the transaction are public undertakings, it is ne\iher desirable nor 
necessary that any middlemen should be employed for the purpose. 
This practice has been adversely commented upon by the Committee 
.on Public Undertakings in their 75th Report. An extr~ct from their 
TaDort is reproduced below:-

"The Committee are surprised to note that even with the· 
chan,ee in the complextion of market and the nationa~.,. 
tion of coal industry the public sector undertakingslinsti-
tutions should still prefer to deal with the National Coal 
Development Corporation, also a public sector undertak-
ing, not directly, but through the middlemen in private 
sector .... The Committee are unhappy to note that in 
spite of their earlier recommendation the services of mId-
dlemen continued to be utilised in dealing with other 
Public Sector Undertakings. They would like that the 

U-'-' '--'.~ :U5 •. 
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matter should be thoroughly investigated and responsibi-
lity fixed. They recommend that Government should issue 
suitable instructions so that the public undertakings I State 
Governments concerned are requi'red to give up the prac-
tice of dealing with another public sector undertaking 
(NCDC) through the agency of middlemen." 

II am therefore, the request you once again to instruct all Depart-
'IIIIleI1ts and public undertakings under the State Government not to 
4IlIllploy middlemen or transport agents for the purchase of coal from 
any of the public sector coal companies. Coal India Limited would 
~ writing separately to the undertakingsldepartments which are 
atill employing middlemen requesting them to desist from this 
13ractice. It is requested that the State Governments may also issue 
cui table directives to all concerned. 

.. ,Copy to: 

Yours faithfully 
Sci/- G.V.G. Raman 

Officer on Special Duty . 

1. Ministry of Industri'al Development (Deptt. of Heavy 
Industry Deptt. of Industrial Development, Deptt. of CivU 
Supplies, D.G.T.D.). . 

2. Ministry of Agriculture (Deptt. of Food) (Deptt. of Agri-
culture). 

3. Ministry of Steel & Mines (Deptt. of Steel, Deptt. of Mines). 
4. Department of Power. 
5. Central Electricity Authority. 
6. Ministry of Works and Housing. 
7. Ministry of Defence. 
8. Ministry of Chemicals & Fertilisers. 

For favour of similar action in respect of Departments IUnder-
takings in their administrative controls. 

Copy for information and necessary action to:-

9. Chairman, Coal India Limited, Calcutta. 
10. Chairman-cum-Managing Director, Singareni Collieries 

Company Ltd., Kothaduem. 
11. Managing Director, Bharat Coking Coal Limited, Dhanbad. 
12. Managing Director, Central Coalfields Lirntted, Ranchi. 
13. Managing Director, Western Coalfields Limited, Nagpur. 
14. Managing Director, E.~stern Coalfields Limited, Sanctoiia • 

. U. Director (Commercial), Coal Limited, Calcutta. 



Appendix X 

(Vide Reply to Recommendation at Serial No. ') 
GOVERNMENT OF INDIA 
MINISTRY OF ENREGY 

(Department of Coal) 

No. 54012!10!76-CDT. Pt. 
To 

Shri A. R. Kidwai, 

General Manager(s), 

New Delhi, the 20th September, 1976 

Delhi D«relopment Corporation Ltd., 

N-36, Connaught Circus, 

New Delhi-lOOOl. 

'SUBJECT:-Appointment of Handling Agents for procurement of 
Coal from the Coal India Limited or its subsidiaries. 

Dear Sir, 

I am directed to refer to your letter No.5 (1l).CDTI76-77112400 
dated the 23rd July. 1976 to the Joint Director Transportation 
(Coal), Eastern Railways House. Calcutta, intimating the appoint-
ment by you M!s. Karam Chand Thapar & Bros. (CS) Ltd., Calcutta 
as your Handli'ng Agents for Coal ! Coke, and to say that the employ-
ment of middlemen (Handling Agents) by the Public Undertakings 
has been very adversely commented upon by the Committee on 
Public Undertakings of the Parliament. The Committee on Public 
Undertakings have emphasiised that such consumers Should have 
a direct deal with the Coal Producers for the procurement of their 
coal requirements. [n this context, I am forwarding a copy of 
this Department's circular letter No. 54012!10!76-CDT, dated the 21st 
July, 1979 addressed to the Chief Secretaries of all the State Gov-
ernments. In the light of this letter the appointment of the Handl-
ing Agents by you is i:n contravention of the stand taken by the 
Committee on Public Undertakings. I am, therefore, to request 
you that steps may kindly be taken to do away completely with 
the Handling Agents and to have a direct deal with the Coal Pro-

227 
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ducers in respect of all matters connected with the procurement ot 
Coal. 

I am also to request you that action taken by you on this letter' 
may please be reported to this Department as soon as possible. 

Yours faithfully 

SdJ- (S. Chattopadhya) 

Director 

Copy forwarded to Shri D. N. Purkayastha, Chief Sales Officer-
(HQ), Coal India Limited, 10, Nataji Subhas Road, Calcutta. with 
reference to this office letter' No. CIL/C-4A/41588, dated 11-8-1976. 

Copy also to the Joint Director, Transportation (Ceal), Eastern 
Railway House, 17. Netaji Subhas Road, Calcu~ta. 

Sdl- (S. Chattopadhya) 

Director 

Copy 01 letter No.5 (CU) ICDTI16IAI71118349, dated 21-9-1976, 
from Shri A. R. Kidwai, General Manager (S), Delhi State Industrial 
Development Corporation Limited. New DeIhl, to Shri S. Chatto-
padhya, Director, Ministry of Energy, (Department of Coal) New 
Delhi. 

SubjeC't: Appointment .of Handlialg Agents for procurement of 
coal from the Coal India Limited or the subsidiaries. 

This has a reference to your letter No. 54012110176-CDT-Pt., dated 
20th September, 1976 on the above noted subject, I am to inform 
you that we have already termi~ated the service of Handling Agent 
Mis. Karam Chand Thapar & Bros. (CS) Ltd., Calcutta vlde our 
Telegram, dated 20-9-1976. A copy of Telegram is also enclosed for 
your kind perusal. 

Thanking you. 
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COpy OF TELEGRAM 

DELHI STATE INDUSTRIAL DEVELOPMENT CORPORA'TIION 

LIMITED NEW DELHI-llOOO 

EXPRESS TELEGRAM 

No. 5(39) !CTDJ76-77J 
Shri K. lC.. Bhatnagar 
Manager 
Kaycette 
DELHJI 

Shri K. D. Arora 
General Manager 
Kaycettee 
CALCUTTA 

MESSAGE: 

Dated: 20th Sept., 1976 

Our handling contract for coalJcoke is hereby terminated with 
Immediate effect 

SdJ-
A. R. Kidwat 

General Manager 
LAGHUNIGAM 



APPENDIX--XI 

(Vide Reply to Recommendations as Serial No. 19) 

C;urakachhar project was one of the prestigious collaboratlOG 
projects with the USSR. Various uncontrolable, unexpected and 
ad~Jerse factors compelled the Corporation to revise the construct;oD 
schedule more then twice and the last construction schedule envis-
aged the completion of the construction by the end of 1968. 

2. On the basis of the construction report, manpower was recruit-
ed and the last batch recruited was in the year 1966-67. By utilis-
ing the full manpower the development work of sectoin-1 was com-
pl"ted in 1969. Originally the recudtment of manpower was made 
to ;jtili~e the service of them in regular production after the (>ntire 
developmental work of the mine was over in 1969, the follow;ng 
additional developmental work were necessary fot' further increase 
In the production:-

(a) making drivage of lo~o ~oad in east and Wf.st including 
showing work; 

(b) to make permanent junction of roadways and erection of 
heavy duty steel supports and layi'ng permanent track in 
the roadways; . 

(c) equipping battery station in underground and drivage 
of gate road for keeping ]ongwal panels; 

(d) recovery work :n NO.2 pit and other associC'.ted 1vork; 

(e) permanent roadway suppurt; 

(f) stowing arrangements-laying pipe ranges; 

(y) laying of permanent tracks; 

(h) gate road drivage to keep the panel ready; 

(i) building of 7 Dams and reinforcing them further:-

(i) cleaning of ftase and supporting of approach road to the· 
site of Dams; 

230 
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(ii) laying of track upto the Dam; 

(iii) cutting of recess for Dam; 
(tv) Transport of bricks, ct!ment and sand upt('\ the si+ of· 

Dam; 
(v) actual construction; 

(vi) raising of mine entries like shaft, main incline No. 1 
Pit, No.1 incline No.2 Pit, No.2 Drift due tC' the chpl.ge 
in high flood level and installation of automatic alarms; 

(vii) commissioning of the main belt, tippler rtnd Rhaker 
feeder etc. 

(viIi) equipment battery statlon undergrdt:nd; 
(ix) other incompleted works like-stores. road, sand 

gathering plant, meter gauge line regarding etc. etc. 

3. The Director General of Mines Safety also had given notice 
/ under regulation 129 for construction of Water Dams whjch reql1iI'ed 

additional manpower. Copy of the letter from Jt. DGMS j~ en-
closed. 

4. Unabated recession in Coal Industry even after 19nr, fOr'ced the 
management to peg-down the production and to use the manpower 
resources for increasing production capacity of the mine by taking 
additional developmental works. Extracts of the letter's written 
by the then DGM(T) and extracts of the reply received from the 
Deputy Secretary is enclosed for your kind perusal. It may be seen 
from the letters that there was recession in coal industry even after 
1965. 

Assessment by the Committee, and in the Planning DepartIIlent'. 
report is as und.er:-

(a) Manpower requirl"d for working of the colliery during 
1969-70 

(b) Civil F.ngg. Construction and Surface works 

(c) Other developmental works 

(d) Surplus workers 

Total 

Asse<lsed by Assessed by. 
thr the 

Committee Planninlf . 

goo 

91 

2g0 

140 ---_ .... 
1361 

Depart-
ment 

goo 

100 

400 -
..-...0 .. ___ .... 

1400 -------- _._------
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As per Project Report, manpower had been wor'ked out envisag-
. ing that all development works will be done mechanically by U:I 
·,of continuous minerslmechanical leaders etc. But due to adverse 
and unexpected geological conditions and change in mining methods, 

.Cbe required manpower for development was in excess of what was 

. envisaged in the Project Report for the following jobs:-

(i) Making drivage of loco road in east and west including 
store works; 

(ii) to make petmanent junction of roadways and ere~tion of 
heavy duty steel supports and laying permanent track in 
the roadways; 

(iii) Equipping battery charging station in underground; 

(iv) Recovery work in No. 2 Pit and other associated works 
and in addition sealing of Section-II. 

(v) Making of seLling tank etc. for main pump and Pucca 
drain throughout the loco road for flow of stowing watet'; 

(vi) Making gate roads and settling gallaries keep panels 
ready for production. 

The Committee had under taken detailed study of development 
·works undertaking during that year and the manpower deployed (In 
these works. It was estimated that about 230 workers had been de-
.ployed on these additional development works, This was in order 
to make this mine suitable for increased production in future when 
Ib8rket was likely to go up. These development works were es-

-sentially to be undertaken. It may also be mentioned that from 
next year when the market had improved, there had been continu-
OUs increase in production with the increased productivity from that 

-mine and part of it could be attributed to increased development 
-work done during the period 1969-70. 

Perhaps, the manpower required for development work was 
(werlooked by the Planning Department as the assessment was not 
i.ased on any detailed study." 

3 In the light of the detailed investigations now made by the 
<committee and coroborated by the Chairman-cum-Managing Direc-
tor tbe Government is of the view that excessive manpower in , 
Surakachhar in 1970 was 140 ot11y and not 500 as reported earlier to 
•. tIle Committee. These excess workers had since been transferre4 
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to other collieries. The difference in the two assessments appears 
to be due to the fact that the earlier assessment had not been made 
.after detailed consultation with the project authorities and appareD-
tly the manpower required for development works was over-looked. 
It is being impressed upon the coal companies that whenever they 
make any review of the manpower or any other aspect of the work-
ing of a project the assessment should be finalised after examining 
all aspects and giving an opportunity to the project authorities to 
put forth all facts before the reviewing officer or team. In view 
of these facts it is felt that there is no question of fixing responsibi-
1fty on any individual officer of the N.C.D.C. 



APPENDIX-X« 

(Vide Reply of Recommendatio'ns at Serial No. 29) 

SUBJECT:-COPU Recommendation (1975-76) No. BT regarding supply 
of coal to Patratu Thermal Power Station. 

A Committee was formed by the M.D., CCL consisting of the 
following members to enquire into the observations of the Commit-
tee on Public 'Undertaking regarding supply of coal to Patratu 
Power Station (Please refer to Annexure 1):-

1. Shri Brij Bhushan, Regional Director, R. I-III 

Shri U. Narain, Controller of Accounts (IA) CCL. 

The Enquiry Committee has tried to investigate the following-
observations of the Committee on Public Undertaking (the summary 
of the COPU's recommendation is annexed herewith as Annexure 
n). 

1. 'Though NCDC proposed to supply coal to Patratu TheTmal 
Power Station from Naditoli mine and the boilers of the thermal 
station were designed on the basis of that proposal, the coal reserves· 
of Naditoli Opencast mine were subsequently found inadequate for 
meeting the requirements of PTPS. They cannot but conclude with 
,.egret that:-

(a) The original proposal to supply coal was made without 
making a thorough survey of the Naditoli mine and 

(b) As a result of which the power station was forced to use 
high grade coal which caused serious operational compli-
cations and necessitated modifications in the boile'l's of 
the power station. 

2. The Government should have persuaded the BSED to finalise' 
the agreement with NCDC SO that development of the colliery could 
have been taken up much earlier. 

3. The Committee have recommended that in order to avoid such 
lituation which affect production in vital sectors like that of power, 
Government should set up a standing machinery for sorting nut 
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"arious problems which might arise before the. Corporation and the 
consuming agencies Uke power station, steel plants etc." 

The enquiry in hand relates to the period 1900-61 to 1m. The 
enquiry committee could not locate all the relevant roes but with 
whatever the papers could be located, the history of the case goes as 
uilder:-

1. N.C.D.C. Limited was knowing the existence of huge reserves 
of Argada L.M.N.O. seems which had combined in a part of Karan-
pura area and it was given the name of Naditoli seam. Qual"rinble 
reserves of this seam was known in Gidi 'C' Naditoli patch and in 
Argada Colliery Block. In Argada Colliery area existence of about 
45,000 million tonnes quarriable coal reserves within 1: 2 coal: OB 
ratio was indicated in 1959. Subsequently, a Geological Report was 
compiled in 1974 by SIShri R. V. Savanur and Singh-Exploration 
period 1959-65. In the report, total reserve in Naditoli was esti-
mated to be 143,05 million tonnes which includes 45 million of 
quarriable coal. Besides Naditoli seam was available i'n a small 
patch in Gidi 'C' block also and the reserve within 1: 3 ratio was 
8.66 million tonnes. If Bihar State Electricity Board would have 
entered into a long-term agreement, a full-fledged Project could 
have taken shape in Argada area also for a production of about 1.00 
million tonnes of coal per annum. However, since the BSEB did not 
enter into any long-term agreement, a $hort-term measure was 
taken to prepare a Project Report for Working Naditoli seam in 
Gidi 'C' block as infrastructure for working a mechanised quarry was 
available there. The idea was that slight delay in . long-term agree-
ment with BSEB should not be a cause of non-supply of coal to 
PI'PS. This was a very constructive gesture on the part of NCDC. 

As such it is not correct to say that original proposal to supply 
coal was made without asking a thorough survey of NaditOli mines. 
Delay entering into a long term agreement was mainly responsible 
for not projecting or intiating a ~ine for ].00 million tonne at 
Argade Mir.le based on Naditoli seailJ.. However, subsequently 
NCDC found another project namely Balrampur (in Urimad Patanga 
block) and this was suggested for ooal supply to PTPS in preference 
to Naditoli seam of Argada seam in view of nearness of th~ project 
to PTPS. All these conclusive~ypr~ve that in the three. block ~ 
Gidi 'e' Argada and Urimari Patanga blocks. NCDC had proved 
much more resrves than what was re::}uired by PTPs merely to 
ensure that a thermal power station' does not sufter tor' want Of coal. 
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If these projects were not started the delay was on the PTPS side 
who have not entered into a long-term agreement even till date. 

The requirement of coal is indicated by PTPS is indicated in 
Annexure IIt. As against the total requirement of 3.43 million 
tonnes/yeat' coal (2.15 million tonnes Grade-III and 2.28 million ton-
nes Grade I coal) for their 35Q MW capacity boilers by June, 1967, 
the actual consumption is only 1-1.2 mt/yr, for its 400 MW capacity 
at present. NCDC would have opened these new mines on the 
verbal assurance of PTPS and built up the capacity of mines if 
they desired, but this would have meant heavy loss to NCDC if the 
Project would have remained under-utilised. 

Judging from the above background, it is clear that PTPS 
management was not forced to use high grade coal because of any 
fault of NCDC, rather PTPS had indicated in 1964 that it could con-
sume as much as 1,07,322 tonnes per month (i.e. 1.28 million tonne-II 
per year of Grade-L coal-38.5 per cent its total requirement) for 
generating 204400 x 103 KWH (by 330 MW unit) by July, 1967 
(please refer to Annexure III). 

2. BSEB had preferred to purchase requirement of coal on year· 
to-year basis by calling of competitive tenders and therefore, they 
weI'e not really interested to enter into a long-term agreement with 
NCDC. Even after meeting of the Minister of Steel and Mines, 
Chief Minister of Bihar and Bihar State Electricity Board's manage-
ment of Patratu on 28th and 29th of April, 1972, only suitability of 
coal of Naditoli and Balrampur appeal's to have been indicated by 
BSEB representative. But no agreement was made. Even till 
date when all the non-cokrng coal mines have been nationalised, 
BSEB have not entered into a long-term agreement. With the back-
ground, it is not correct to say that Government did not persuade 
the BSEB to finalise the agreement. It was only their unwillingness 
to enter into a contract. 

3. The reply to this para has already been given by the Ministry 
and is enclosed as Annexure-IV. -

The enquiry relates to the period 1960-61 onwards and only one 
relevant ftle could be located regarding it which contained corres-
pondence during 1964-1967 and 1971-75 only. However, based on 
the facts brought out in the above enquiry report the committee is of 
the unanimous decision that even with whatever the papers were 
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made available to them, it is evident that the fault did not lie with 
RCDC. 

Sdl- U. NARAIN 
Controller of Accounts (IA) CCL 

8.4.77. 

ANNEXURE 

Sdj- Brij Bhushan 
Regional Director, R.I-In 

8.4.77. 

CENTRAL COALFIELDS LIMITED 
DARBHANGA HOUSE, RANCHI 

Ref. No. MDjCCLICOPUj76jO-19j817 3rd May, 1976-

SUBJECT: -Committee on Public Undertakings-75th Report on 
NCDC (now CCL). 

I am directed to invite reference to item No. 29 sub-para 3 of the 
summary of conclusionsjrecommendations of COPU (75-76) and 
W.D's remarks thereon "Shri U. Narain and G.M. PIg to please 
examine and submit a report within two months". G.M. (PIg) and 
COAL (IA) are therefore, requested to kindly forward the Report 
to enable M.D. to send a reply to the GovernmentjCOPU at the 
earliest. 

(Para 4.69 to 4.72) 

Annexure II 

Sdl-T.S. to M.D. 

'1~e Committee find that the boilers of the Patratu Thermal 
Power Station of the Bihar State Electricity Board were designed 
by the Russian suppliers of the basis of the characteristics of low 
grade coal proposed to be supplied from N aditoli seam of Gidi 'C' 
Colliery. The linkage Committee on middlings appointed by 
Government, however, proposed the supply of middlings from 
Washeries to be set up at Ramgarh and Gidi. As the Ramgarh 
Washery did not come up and there was delay in the setting up 
of Gidi Washery, the Corporation revived its proposal to meet the 
requirements of the power station by opening Naditoli opencast 
mine. The development df the mine was, however, not taken up as 
the coal reserves were found to be inadequate. As an alternative 
the Thermal Power Station was forced to utaise the high grade coal 
which caused serious operational problems due to heavy slag for-
mation in the furnace and necessitated modifications in the boilers. 
From the facts stated above it is obvious that the coal reserves of 
the Naditoli Opencast mine were not properly studied before pro-
posLt.g linkage of the project to Patratu Thermal Power Station. The 
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proposal for the development of Naditoli Opencut mine has again 
been revived. The Committee regret to observe that though the 
feasibility Report was approved by the Board of Directors in Octo-
ber, 1971 it was sanctioned by Government in August, 1~73 Le. after 
a delay of about two years. In order to meet the long term demand 
of Thermal Power Station the Corporation also approved the Project 
Report of the Urimari Patanga Block of Balrampur Colliery in July, 
1972 Government approval to this project was also given in August, 
1973. Both the projects are expected to start production in 197&-76. 

It has been contended that NCDC had been insisting on entering 
into long term agreement on the issue of supplies to Patratu Power 
Station so that effectiVe steps might be taken by NCDC for the 
development of new mines for producing inferior quaUty coal. 

But the Bihar State Electricity Board did not come forward for 
entering into an agreement and preferred to make purchases of 
coal on year to year basis by calling of competitive ltenders. . 

The Committee o.bserve that though the NCDC proposed to supply 
coal to Patratu Thermal Power Station from N oditoli mine and the 
boilers of the Thermal Station were designed on the basis of that 
proposal, the coal reserves of the Naditoli opencast mine. were sub-
sequently ,(found inadequate foI' meeting the requirements of 
Patratu Thermal Power Station. They cannot but conclude with 
regret that the original proposal to supply coal was made without 
making a thorough survey of !the Naditoli mines. ~nd as a result of 
which the Power Station was forced to use hi:gh grade coal which 
caused serious operational complications and necessitated modifica-
tions in the boilers of the Power Station. The Committee would 
like the whole matter to be investigated and responsibility fixed 
and concrete action ,taken to obviate the recurrence of such situations. 
The Committee would like that all such matters like quantity of 
coal reserves and quality etc. should be thoroughly studied before 
:my firm proposal to link any mine wilth any other project 1S made 
-I) that later on the Company does not ftnd itself in an unhappy 
position of backing out from the commitment. 

The Committee regret to observe that the earlier reluctance on 
the part of Bihar State Electricity Board to enter into a lontt term 
commitment with the NCDC for the· supply of requisite quantity of 
-f'lal has resulted in delay in the development of N aditoli Colliery. 
T~e Committee teel that Government should have persuaded thl! 
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Bihar State Electricity Board to finalise the agreement with NCDC 
so that the development of the colliery could have been taken up 

'much earlier. They find that no formal long term agreement has so 
'far been concluded with the Bihar State Electricity Board. Two 
essential points namely suitability of Naditoli seam coal and pTice 
thereof have since been accepted by the Bihar State Electricity Board. 
They hope that at least now the Company should go ahead with the 
execution of the project linked with the Patratu Thermal Power 
Station and should not allow any further slippage in the execution 

".of these projects beyond 1975-76 as scheduled. 

The Committtee have already recommended. that in order to 
avoid situations which affect production in vital .-sectors like that of 
power, Government should set up a standing machinery for sorting 
out various problems which might arise between Ithe Corporation 
~and the consuming agencies like power stations, steel plants etc. 



APPENDIX XIII 
(Vide Reply to Recommendation at Serial No. 30) 

In para 31 of the summary conclusions I recommendations (i.e., 
para 4.87 and 4.88 of the text) the Committee on Public Undertakings 
had observed and recommended as in the enclosure.A. 

In pursuance of their recommendatIOns the investigations were 
made into the subject of grant of leasehold for 676 acres of ,land for 
collection of sand required by erstwhile NCDC in Karanpura coal-
field. These invest~gations were made by a· Committee consisting of: 

1. Shri U. Narain, Controller of Accounts (Internal Audit), 
Central Coalfields Limited; 

2. Shri A. N. Sinha, Dy. Chief Mining Engineer, Central Mine 
Planning & Design Institute. 

The Committee met on the 12th, 17th, 22nd and 23rd March 1976 
and perused the relevant records made available by the Revenue 
Department of Central Coalfields Limited. After going through the 
relevanJt papers put up before the Committee, their findings are as 
follows. 

The Corporation had applied to the Government of Bihar for 
mining lease for sand under provisions of the Mines & Minerals 
(Regulation and Development) Act, 1957, relating to this 676.16 acres 
of land on different dates during the period 1969 to 1972 as indica ted 
in Annexure-I. The matter relating to grant of lease of the afore-
said areas as well as certain other .areas required by the Corporation 
had been discussed in a series of meetings held with the State Gov-
ernment officials at Hazaribagh and Patna. Amongst the matters 
concerning Public Sector Undertakings of the Government of India, 
the aforesaid iSSUe was also discussed in the meeting held in the 
chamber of the then Chief Minister of Bihar, Shri Kedar Pandey 
on 20·3·1972 when the then Union Minister 'for Steel and Mines. Late 
Mohan Ku~aramangalam was also present, besides the officials 
of the Corporation. In this meeting, it was intimated by the Mines 
Commissioner, Government of Bihar that a decision had already 
been taken that the mining lease will not be renewed after expiry 
of the term of the present lease and NCDC should make a formal 
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application to the State Government for gram of lease in their' 
favour. It is pertinent to point out in this connection that none 
of the areas illfluded in the aforesaid 676.16 acres were covered by 
any lease to any outside parties as per information given by the State 
Government officials than and these areas were free for grant of 
lease and, therefore, in accordance with the implied decision of the 
State Government as communicated by the Mines Commissioner in 
the aforesaid meeting, there should have been no difficulty for the 
State Government to grant lease of such areas to the NCDC. Keep-' 
ing this aspect in view, this matter was further pursued by the Cor-
poration in the meeting held on 2-5~72 with the Dy. Director of 
Mines and the DMO, Hazaribagh, when for the first time, the 
question of payment of royalty on despatch value instead of sale 
value was raised by the DMO, Hazaribagh, without however, making 
any specific demand relating to dues, if any, with this Corporation. 
This issue of lease was further discussed in therneeting held with 
the Mines Commissioner, Government of Bihar. Patna on 17-6-72 
and the then State Government officialS! expressed that all the areas 
containing sand could not be leased out to NCDC in view of other' 
massive construction progranunes undertaken by the State, besides 
meeting the needs of the private parties by the State Government. 
However, the then State Minister of Mines, Government of Bihar 
had assured that utmost help would be provided to the Corporation 
for meeting its overall requirements of sand, because of its being 
in Public Sector and in view of the national interest. 

In view of the repeated assurances of the State Government con-
veyed to the officials of the Corporation in the aforesaid meetings of 
even after filing of the Affidavit and other con'nected papers in 
August, 1972, the DMO, Hazaribagh did not issue Royalty Clearance 
Certificate and it was only in January, 1973 that he, vide his letter 
dated 17-1-1972 (copy placed at Annexure-B) raised a demand for 
Rs. 2,06,130.52 towards royalty!dead rent outstanding against NCDC 
as per their records and adviSing the Corporation to pay the amount 
for issue of the Royalty Clearance Certificate. As the demand of 
Rs. 2,06,130.52 received in terms of DMO's letter dated 17-1-73 needed 
veri"fication at the Project and examination of the justification of 
the demand in terms of the provisions of the law, the Corporation 
requested the then DC, Hazaribagh vide the. then Director (Adminis-
tration)'s letter dated 3-2-73 that as all the dues had already been 
paid up-to-date- by the NCDC, the Royalty Clearance Certificate may 
be issued to NCDC with reference to the Corporation's application 
for grant of mining lease for sand and whatever additional demands 



242 

are submitted by the DMO, Hazaribagh ~ if found justified, the 
NCDC will make payments accordingly. It is pertinent to mention 
in this connection that while on the one hand, there is specific pro-
vision in the M.C. Rules, 1960, Rule 22 (3) (ia) that the/State Govern-
ment can waive the production of Royalty Clearance Certificate 
for grant of leases and on the other hand, in none of the meetings 
held with the high officials and Ministers of the Sta:te Government 
at Patna as referred to above, filing of the Royalty Clea·rance Certi-
ficate was ever insisted upon by them. It is also pertinent to men~ 
tion in this connection that for an area of 46.84 acres which forms 
the part of 676.16 acres, lease was granted to NCDC by the State 
Government on 28-1~1975 even without productionjfiling of royalty 
clearance certificate. 

In view of the facts stated above and as no communica:tion is 
stated to have been received from the State Government that any 
of the lease applications of the Corporation has been rejected for 
non-fi.linglproduction of the royalty clearance certificate. the Com~ 
mittee feels that non-payrrl}nt of the amount of Rs. 2,06,130.52 has 
not been the main reason for non-grant of the lease by the State 
Government to Corporation. 

Keeping in view the fact that inspite of the repeated assurances 
given by the high officials and Ministers of the State Government as 
there was no tangible progress in the matter of grant of lease to the 
Corporation of the areas applied for with special reference to the 
areas of 676.16 acres as detailed at Annexure 'A'. the Corporation 
initiated action for acquiring the areas of 786.81 acres (including 
the aforesaid area of 676.16 acres) under the proviSions of the coal 
Bearing Areas (Acquisition and Development) Act, 1957 and accord~ 
ingly, moved the Coal Controller on 12-2~73 for. his clearance for 
issue of notification under Section 4 of the Act. The views of the 
Coal Controller were received by the Corporation on 17-9":73 under 
hi.s letter dated 11-9-73 and subsequently, the Corporation sent pro~ 
posal for notification of the said area under Sectiop 4 of the Act to 
the Government of [ndia on 19~11-73. Notification under section 4 
of the Act was published in the Gazette on 16-J2-74 and 3-7~74, the 
proposal for notiying the area of 599.52 acres under Section 7 was 
sent to the Government 0'£ India and the area was reduced by 187.89 
acres from the original notification under Section 4 as this area of 
187.29 acres was covered by another notification under Section 9 
!or Balrampur Project. The notification under Section 7 was 
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issued by the Ministry on 20-8-74 which was published in the 
Gazette of India dated 31-8-74. The proposal for notification of this 
area under section 9 wa9 sent to the Government of India on 23-11-74. 
This notification under Section 9 was published in the Gazette of 
India on 27-9-75. Possession of this area was taken on 28th and 29th 
DeCember. 1975. The Corporation has also moved the Government 
of India for vesting of this area in the Corporation on 29-1-76 under 
Section 11 of the Act. 

As regards the balance area of 187.29 acres referred to above the 
same had also been acquired in similar process and final notification 
on under Section 9 of the Act was published by the Government of 
India on 24-1-75 for Balrampur Project. Possession of this area was 
taken on 24-3-75 and vesting order under section 11 of the Act for 
this area has also been issued in favour of the Corporation on 23-9-75. 

[t may not be out of place to mention in this context that the 
Corporation had kept the concerned Ministry of the Go,vernment of 
~ndia informed of the developmets in this regard vide letters dated 
9/12th June, 1972, 7th July, 1972, 22nd August, 1972, 24th August, 
1972, 5th April, 1974, 12th July, 1974, 17th August, 1974, 6th Septem-
ber, 1974, 26th September, 1974, 31st October, 1974, 8th January, 1975, 
2nd April, 19'75, and other reference made from time to time. 
Direction for termination of the existing leases granted in favour of 
Shri M. L. Jain was issued by the Government of India vide their 
letter dated 6-6-1975 to the State Government and though in pursu-
ance of the aforesaid directive, the Corporation has applied for grant 
of leases of those areas also on 3-8-19175, neither these leases of 
Shri M. L. Jain have yet been terminated by the State Government 
nor such areas have been leased out to the Corporation. It may be 
mentioned in this context that for all these areas which are held by 
Shri M. L. Jain, the Corporatio'n has already processed fOil" acquisi-
tion under the Act and Notification under Section 9, after comple-
tion of proceedings under sections 4, 7, and 8 of the said Act, was 
sent to the Ministry o:n 12-8-1975 which is awaiting, publication in 
the Gazette of India. 

From the facts stated above, the Committee feels that there has 
been neither any delay nor any negligence on the part of any officials 
of the Corporation in the matter under reference and the question of 
fixing responsibili't:y and taking action against any officials, therefore. 
1 "les not arlae. 

Sdl-
U. NARAIN, 

Controller of Accounts (IA). 

Sd!-
'\ N. SINHA, 

Dy. Chief Mining E1tgineer CMPDI. 



APPENDIX XIV 

(Vide reply to Recommendation at Serial No.3) 

GOVERNMENT OF BIHAR 

DEPARTMENT OF MINES AND GEOLOGY 

No. BIMS-101217212064IM. Patna 

From 

dated the 2nd April, 1975. 

To 

Shri M. M. Prasad, 
Deputy Secretary to Governmen.t. 

The Joint Secretary to the Govt. of India, 
Ministry of Steel and Mines, 

(Department of Mines) 
New Delhi. 

Subject:-Pre-mature termination of certain leases for sand and 
grant of fresh mining leases in favour of Mis. N.C.D.C. 
Ltd. 

Sir, 

I am directed to refer to your letter No. 380261167~3 dated the 
1st November, 1974 on the subject noted above and to say that on an 
application by Sri Madan La! Jain in respect of the three Lease-
deeds referred to in your letter, the State Government has already 
taken a decision as early as the 1st October, 1974 to extend the 
period of the present leases in favour of Shri M. L. Jain for a period 
of 20 years instead of ten years. At that time no proposal from 
Government of India had been received by the State Government. 
The State Government, in view of the facts stated below have issued 
orders to the Deputy Commissioner, Hazaribagh for implementing 
the decision already taken in respect of these leases by the Council 
of Ministers. ' 

(i) Mis. N.C.D.C. are doing sand stowing from much before 
1962. These sand areas were virgin to be exploited by 
MI~ NCDC even after 1962 till 1966, which obviously 
could n<rt be done by them because of lack of eagerness 
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on their part for safe exploitation of their coal resources 
for which they are now reported to have shown their 
eagerness after a gap of 12 years. 

(Ii) Mis. N.C.D.C. have substantial areas from much before 
these areas were leased out to Shri M. L. Jain Mis. NCDC 
neither have shown any anxiety in regard to settlement of 
further areas nor when the leases were granted to Shri 
Jain 'tor ~hese areas even during 1966 to 1974. Further, 
the supply of sand is being do.ne through the agency of 
private parties including Shri Jain who is the registered 
contractor of NCDC. If, however, NCDC comes up for 
sand leases for other virgin areas, the State Government 
wiLl consider their cases favourably. 

(iii) Shri Madan Lal Jain was granted mining leases for sand 
for these areas in the year 1966-67 for ten years only. 
Shri Jain had applied on 18-1-1972 for extension of the 
period of the aforesaid leases from 10 to 20 years in 
accordance with seCtion 8 of the said Act and .the State 
Cabinet in its meeting held on 1-10-1974 has already de-
cided to extend .the lease period of the leases to 20 years. 
The decision to extend the leases for maximum period 
has been taken in the larger interest of the state revenue 
particularly when the State Government is anxiously ex-
ploring a.U possible avenues of financial resources to tide 

. over the present financial crisis. 

(Iv) The amendment in the M.C. Rules, 1960 has revised the 
rate of dead rent which becomes increasible an the expiry 
of every fifth years of the lease and beoomes chargeable 
at the rate of Rs. 37.50 paise per hectares per annum from 
the eleventh year of the lease onwards. 

(v) Bokaro Steel Ltd., and B.C.C.L. have been given sufficient 
areas under different leases for their exploitation but they 
do not appear to have been working to the extent desired 
with the consequential fall in the State revenue in the 
shape of mining rentlroyalty etc. 

(vi) It has been seen that NCDC never file complete applica-
tion for grant of mining leases nor they file any revision 
application before the Central Government under rule 54 
of the M.C. Rules, 1960 against deemed refusal of their 
application which happens on account of delay on the part 
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of NCDC i~se,}f and protracted correspondence in the 
matter. Thus the delay in the final grant of the areas 
applied for result in huge lose of mining revenue to the 
State Ex-chequere. 

The main consideration for which the State Governmen.t dOl not 
agree to the proposed .tennination of the sand leases is the substan-
tial gain in shape of mining revenue which the State Government 
cannot afford to part with at the present financial crisis which will 
accrue to the State Government as a result of increasible rate of 
royalty chargeable at the rate of Rs. 37.50 paise per 
hectare per annum from the eleventh year of the lease, which, how-
ever, will not be chargeable if these areas are settled afresh. 

2. The State Government trust that the NCDC will be advised 
to make application in respect of other areas. 

Sd) 

(M. M. Prasad) 

Deputy Secretary tQ the Government of Bihar. 



APPENDIX XV 

(Vide Reply to Recommendation at Serial No. 43) 

GOVERNMENT OF INDIA 

MlNISTRY OF ENERGY 

DEPARTMENT OF COAL 

No. 54012147176-CA 
To 

New Delhi, the 23rd July 19'17. 

The Chainnan, 
Coal India Limited, 
10, Netaji Subhas Road, 
Calcutta 700001. 

Subject:-Recommendation No. 43 of ,the 75th report of COPU re-
garding revision of contract. 

Sit, 
Please refer to recommendation No. 43 of the 75th Report of the 

COPU on NCDC and to the report of the export Committee appoint-
ment in pursuance of this recommendation. Examination of the 
case regarding engagement of contractors for the transport of slurry 
of Kargali Washery shows that the then Area General Manager had 
revised the rate of the old contractors after the expiry of their con-
tract without going in for fresh tenders. In this specific instance 
it has been held by the Committee that the extension of the contract 
and the enhancing of the rate were not financ;aIly unsound decisions 
but there has been a breach of ~e procedure for award of contract 
and an oversteeping of the delegated powers. As such breaches of 
procedure are not conducive to the establislunent of healthy prac-
tices in such matters, it is requested that the ClL may advise all the 
Area Managers as weLl as other officers concerned that they should 
not depart from the established practice of calling for tenders for 
every contract. In certain emergent situations it might not be feasi-
ble to observe the procedure of calling for tenders but, in such cases, 
the reasons should be reported. to ,the next higher authority for 
regularisation as early as possible. 
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All concerned may also kindly be advised that where the COIl-

'tracts contain a stipulation that the contractors shall pay wages etc. 
at particular rates, the contractors should be asked to produce proof 
-c>f having paid at such rates before their bills are settled. 

3. A COpy of the instruction issued may kindly be endorsed to 
'this Department for record. 

'Copy to:-

Yours faithfully 
Sdl-

(G. V. G. RAMAN) 
Deputy Secretary to the Govt. of India. 

1. Managing Director, Central Coalfield Ltd. Ranchi. 
2. Managing Director, Western Coalfield Ltd. Nagpur. 
3. Managing Director, Eastern Coalfields Ltd. Sanctoria. 
4. Vice-Chairman and Managing Director Bharat Coking Coal 

Ltd. Dhanbad. 
5. Managing Director, Central Mine Planning & Design Insti-

tute, Ranchi. 

Sdl-
(G. V. G. RAMAN) 

Deputy Secretary to the Govt. of India. 



APPENDIX XVI 

(Vide Reply to Recommendation at Serial No: 28) 

No. 531311175-CF 

GOVERNMENT OF INDIA 
CABINET SECRETARIAT 

DEPARTMENT OF CABINET AFFAIRS 

New Delhi, the 19th Dec., 1975. 

OFFICE MEMORANDUM 

:SUBJFCT: -Settlement of disputes between one Government depart-
ment and another and one Government Depart.ment anq a 
public enterprise and one public enterprise and another. 

The undersigned is directed to refer to this Department's O.M. 
No. 5311111CF-70 dated 25rth August, 1970 on the above subject and 
to say that the Public Accounts Committee has had occasion to ob-

.serve as follows in its 154th Report (1974-75):-

"The Committee cannot understand why it qas not been pos-
sible to resolve a dispute between two Government or 
organisations by mutual consultation. Instead tile parties 
have had to resort to Litigation thus incurri~g avoidable 
expenditure. The Committee desire that the existing 
instructions for settlement of disputes between Govern-
ment Departments and Public Sector Undertakings should 
be reviewed thoroughly and suitable machinery evolved 
for the resolution of interdepartmental and inter-govern-
mental disputes. The Committee suggest that this re-
commendation may be brought to the notice of the Cabinet 
Secret,ariat. " 
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2. The instructions contained in the aforementioned Office Memo--
randum have accordingly been reviewed. The orders of the Cabi-
net have also been. obtained. The directions given are as follows:-

(i) Insofar as disputes between one Government Department. 
and another are concerned, there can be no question of 
taking recourse to litigation or even arbitration in seeking 
settlement of points at issue. If a discussion at the level 
of Ministers concerned does not result in agreement the-
problem can always be taken to .the Cabinet 'for final 
decision. 

(ii) Unresolved disputes between a Government Department. 
and public sector enterprises and between one public 
sector enterprise and another would ordinarily fall in 
either of the two foolowing categories:-

(a) those relating to statutory matters; and 

(b) those relating to 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 through arbitration and recourse to litigation should be eliminated. 

(iii) Where arbitration is decided upon, the arbitra~or will be 
a serving law officer of the rank of Joint Secretary select-
ed from a panel of names proposed by the Law Ministry. 
No lawyer should ordinarily be appointed by either party 
to argue the case. In complicated cases, where the arbi-
tration himself considers that outside assistance is neces-
sary for elucidation of knotty legal points, Govt. Standing. 
Counsels may be engaged for this limited purp06e on lum-
psum payment. There should be no appeal in a Court of 
Law against the decision of the arbitrator which should be 
accepted as final. A directive may be issued to this effect 
to all public sector institutions. (including banks and in-
surance companies) as also any other company in which 
Government has a majority share holding. Whenever the 
award of the arbitrator discloses a patent error or if it 
be challenged for any other reasons mentioned in clauses 
(16) and (30) of the Arbitration Act, reference may be-
made to the Secretary, Ministry of Law for further consi-

.f deration. 



3. The directives above are brought to the notice of all Ministriesl 
Departments for guidance and compliance subject to the clarifica-
tions below:-

Ncne I. Departments of Govt. which have to enter into large scale 
business transactiOns, such as the CPWD and the DGS&D, 
have already made provision for arbitration by a single 
arbitrator in their condition of contract. Public ~tor 
Enterprises which have to enter into commercial and other 
agreements should also be advised to do the same. No 
amendment of their Articles of Association is necessary. 

Note II. The volume of work relating to the nGS&D and the CPWD, 
being large, a system df 'standing arbitrator is in effect. 
Under this system a designated Government Officer acts 
as the sole arbitrator. Advantage should be taken of thJ8 
system where practicable. 

Note III. Disputes relating to settlement of prices will continue to 
be regulated by O.M.No. BPE.146IADVIFI68!25, dated 27-12-
1968 and O.M. No. BPEI1!52IADVIFI71, dated 19-6-1971 
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!1!20IADV!FI72, dated 
18-9-1972. These will continue to be operative. 

4. O.M. No. 531111!CF-70, dated. 25th August, 1970, may kindly be 
treated as cancelled. . 

To 

Sd/-
(K. Ramiah) 

for Cabinet Secretary. 

Secretary, Ministry of Law, for information and neces-
sary action. 

All other SecretarieslAdditional Secretaries to the Govt. 
for information and necessary action. 



APPENDIX XVII 

(Vide Reply to Recommendations at Serial No. 59) 
REPORT OF THE COMMITTEE APPOINTED TO LOOK INTO 

THE TRANSACTIONS OF NCDC WITH MIS. S. K. KAHAN-
SONS AND OTHER MIDDLEMAN. 

1. INTRODUCTION 

1.1. The Committee on Public Undertaking (1975-76) had com-
mented upon the NCDC's handling of the outstandings against 
Mis. S. K. Kahansons and recommended that the sale of coal through 
this finn and the accumulation df outstandings from March 1971 
onwards should be thoroughly examined by the Government in 
order to find out as to what extent the outstandings could have been 
avoided by taking suitable action at the appropriate time. They also 
recommended that immediate action should be taken to recover the 
balance amount from Mis. Kahansons. 

1.2. Further, the Committee had recomme'nded that the Govern-
ment should investigate the cases of other middlemen where the 
outstandings had been allowed by the management to exceed the 
limits set by the Corporation with a view to fixing the responsibi-: 
Uty. I 

1.3. The Department of Coal, after having considered the recom-
mendations of the Committee and the report received from the Cen-
tral Coalfields Limited thereon, decided to set up a Committee with 
the following composition and terms of reference:-

1. Composit:on. 
1. Shri S. P. Gugnani, Joint Secretary and 

Financi~ Advise!r, Department of Coal. 

2. Shri R. P. Khosla, Joint Secretary. 
Department of Coal. 

3. Shri G. V. G. Raman, Deputy Secretary. 
Department of Coal. 

II. Terms Of Reference. 

Chairman. 

Member. 

Secretary. 

(1) To examine in what circumstances such a heavy amount 
as reported remained unpaid by Mis. s. K. Kahansons 
& Co. and whether there were any procedural or other 
commissiexns which led to the above situation. 

, . ..,. 
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(2) To investigate as to what extent business through Mis. 

S. K. Kahansons & Co.. was unavoidable . for the NCDC 
from March 1971 onwards. 

(3) To find out as to what extent the outstandings against 
Mis. S. K. Kahansons & Co. could have been avoided by 
taking suitable action at the appropriate time. 

(4) To consider the various measures adopted by the mana-
gement so 'far in safeguarding Corporation's interests and 
for recovery of its dues from Mis. Kahansons and to re-
commend what immediate action should be taken by the 
Central Coalfields Ltd., Coal India Ltd. to recover the 
balance amount outstanding against the firm. 

(5) To fix responsibility, if warranted, for any lapses or failure 
on the part of functionaries concerned that may have 
contributed to the accumulation of such large overdues, 
and also responsibility for continuing business by the 
NCDC with Mis. S. K. Kahansons & Co. after 1971. 

(6) To investigate the cases of other middlemen where the 
outstanding dues have been allowed to exceed the limits 
set by the Corporation itself and related matters including 
the fixing of responsibility for such actions. 

(7) To examine the existing procedure in the Sales Depart-
ment for watching and controlling recovery o'f dues from 
middlemen, etc. and to recommend suitable measures 
which would guard against accumulation of substantial 
dues by the parties. 

(8) To examine existing marketing procedure and to recom-
mend suitable measures for dispending with the services 
of intermediaries of private middlemen. 

2. Circumstances leading to the accumulation of the l.arge out-
standings by Kahansons. 

2.1. During the early days of NCDC the Corporation experienced 
difficulty in finding a ready market for slack coal which constituted 
about 40 per cent of the total production. The principal consumers of 
slack coal at that time were in the private sector and the market 
was dominated by the private colliery owners operating through 
midd:lemenJagents. It has been stated that there were also other 
limitations which inhibited the sales of the NCDC such as. 
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(a) Absence o'f any Branch Office of the NCDC which could 
canvass orders and maintain liaison with consumers in 
different parts of the country. 

(0) The hesit&ti:on of consumers to place orders in a big way 
except through the middlemen who rendered them various 
serviC8L 

(c) The delay in building up 'the require degree of quality 
consciousness and after sale service in NCDC. 

(d) Concentration of the production of selected grades of coal 
in private sector which the latter used for promoting the 
sale of the lower varieties through package deals. 

(e) Offering of rebates by private collieries. 

(f) The preference of the customers for slack coal from 
Raniganj Area where NCDC did not operate. 

2.2. In view of the factors stated aboven NCDC appears to have 
had recourse to the services of a number of middlemen including 
Mis. S. K. Kahansons for promoting their sales parti'cularly of slack 
coal, on the lines of the then prevailing practice in the case of or-
ganised sector of private coal companies. A statement showing the 
year-wise despatches of steam and slack coal by NCDC through 
Kahansons and through other middlemen together with the total 
despatches of these sizes of coal is given in the statement at Anne-
xure-I. It is noticed that Kahansons who started their business 
with NCDC in a small way in 1959-60 had increased the volume of 
their busineSs to above one-third of the total quantity handled through 
middlemen by 1970-71. It is also noticed that most of the busi'ness 
transacted through Kahansons was for the sale of slack coal despa-
tches through them was an inducement to the consumers to take the 
slack coal of NCDC in preference to competing private sector col-
lieries. The manner in which the transaction through Kahansons 
was conducted has been commented upon at great length in the 
Kamath Committee's Report (August, 1968). The Corporation had 
allowed the middlemen to collect the price of the coal and kept 
it without proper authority for unduly long periods. Even as early 
as in 1963 the outstandings from Kahansons totalled Rs. 48.09 lakhs 
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..()f which Rs. 14.86 lakhs was beyond the credit period (Annexure 
XII Guha Committee Report). This amount was not covered by 
the bank guarantee. It is seen from a note recorded by the then 
Managing Director on 2~1-1963 that even six months before the 
date i.e., in J'Uly. 1962 it had been noticed that the value of supplies 
made through Kahansons fare exceeded the value of the bank 
guarantee offered by them. The outstanding amount was sought 
to be covered by the hypothecation of their prope!'ties and not 

. by increasing the bank guarantee. Mter consideration of the 
question the Managing Director had decided that as far as possible 
the Sales Department should distri"bute the bussiness among the 
middlemen in proportion to the bank guarantee and other accepted 
mortgages given by them. It was further decided that in the case 
of all middlemen except Kahansons the business should not exceed 
double the amount of bank guarantee and in Ithe case of Kahansons 

. who had offered to hypothecate all their properties and to pay inte-
rest on the outstanding amount the limit should be Rs. 30 lakhs teo 
about double the financial coverage offered by them. It was also 
-lecided that an attempt should be made with all middlemen who 

. had exceeded the bank guarantee to have the excess covered ·by an 
insurance taken out by them. The MD's note also mentioned that 
the Sales Department should make every effort, particularly in re9-
pect of Government Departments and semi-Government undertak-
ings to deal direct with them and not through middlemen at all. lit 
is mentioned in the report of Guha Committee (December 1967) 
that in August 1965, the Managing Director had informed the Board 
of Directors that the outstandings beyond the credit period of Mis. 
Kahansons had been progressively coming down and that it then 
stood Rs. 12 lakhs. The Committee has also stated that on verifica-
tion, the figures was found to be Rs. 17.43 lakhs and not Rs. 12 lakhs. 
Apparently all the measures mentioned in the Managi'ng Director's 
Note of 2-4-1963 were not implemented very strictly and in Febru-
ary 1966 when the Board of Directors considered the question again, 
the Managing Director informed the Board that he had issued ins-
tructions to the Sales Manager not to transact further business wtth 
Kahansons and to recover the amount due from them as early as 
oossible. In the next -meeting of the Board held in April 1966 the 
Managing Director informed the Board that because of the "possi-
bility of heavy fall in sales, business had been continued with 
Kahansons at the old rate but it had been decided to keep their 
business close to the financial coverage and to make efforts to 
increase the same." The decision to continue business with Kahan-
sons was reiterated at the subsequent meeting of the Board held on 

·20th June, 1006 .. Thereafter it is found that periodically the Board 
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reviewed the matter and decided that outstandings against Kahan-
sons should be brought down. Their decision of 23rd August, 1966, 
is reproduced below:-

"After considerable discussion, the Board decided that the 
the outstanding against this firm should be brought down 
to the level of Rs. Hi lakhs immediately even at the cost 
loss of orders far slack coal from Karanpura. Steps 
should also be taken to see that the total business with 
this' firm in any quarter does not exceed Rupees Fifteen 
lakhs unless the firm is willing to give additional bank 
guaantees or arrange for direct payment by consumers of 
the bills Of the firm to NCDC. For the purpore of these 
arrangements the possibilities of 'tripartite agreements 
between Kahansons, the actual consumers and the NCDC 
should be examined. Also, the possibility of increasing 
the sale of slack coal through other middlemen should 
be actively explored. The 'Board held that these matter 
require prompt and resolute action and desired that direct 
sales should be effected with consumers purchasing NCDC 
coal from Kahansons. 

Kahansons were not initially willing for the direct payment 
arrangement but finally agreed in MarchjApril 1967 in respect of 
supplies to Harduaganj Power house. On 31-3·4967 at about the 
time this arrangement came into force, the outstanding from Kahan-
sons including the dues of Harduaganj Power House stood at Rs. 
59.46 lakhs. Thereafter with some monthly fluctuations the'out-
standings remained round about this level. 

2.3. It would therefore, be observed that the accoumulation of 
outstandings against Kahansons took place very rapidly even in the 
first three years of their commencing business with NCDC, mostly 
in 1962-63. The First record of the company is top managements 
concern in the matter as brought to our notice is the Managing 
Director's note dated 14-1-1963. Subsequent events show that even 
by-that time things were getting out of hand. There was a four-
fold increase in the business with Kahansons during 1962-73 and 
the safeguarding measures suggested in the Managing Director's 
note were perhaps a little too late. It is difficult for this Committee 
to conclude after the lapse of 15 years whether there was a failure, 
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proceedural or otherwise, on the part of the NCDC mangement to 
check the rapid accumulation of dues by Kahansons e9pedally as 
records of what period could not be located. The Committee would 
only observe that in the enthusiasm over the rapid increase in bus-
iness for slack coal which could perhaps have been due to the efforts 
of Kahansons, the need to observe the normal financial and com-
mercial safeguards were lost slight of and by the time the Managing 
Director and the Board took notice of it, the damage had been done. 
Thereafter the Board passed an number of resolutions for actiol"l to 
bring down the outstandings but these were not firmly followed up 
on the plea that such action would result in loss of business to the 
NCDC e9pecially as there was a lump in coal demand during the 
year 'following 1963-64. The trying up of direct paymtmt arrange-
ment by Harduaganj Power House and the adjustment of the com-
mission earned by Kahansons helped no doubt, to prevent furthel 
accumulations but did not materially bring down, the outstandings 
The outstandings against Kahansons had reached a peak level 01 
Rs. 63.11 lakhs on 31-~1966. Direct payment was introduced in 
respect of all Government parties in November 1969 and for private 
parties in December, 1969. In November, 1969 the outstanding against 
Kahansons totalled Rs. 67.63 lakhs including Rs. 16.47 lakhs due 
from direct payment parti'es. From January 1970 the dues of the 
direct payment parties increased rapidly to Rs. 43.96 lakhs in March 
1970. Rs. 68.85 lakhs in February, 1970. Rs. 62.11 lakhs in March, 
1970 and Rs. 68.37 lakhs in June, 1970. The outstandings of Kahan-
sons remained at practically the same level of about Rs. 53 lakhs 
till June, 1000. Thereafter the outstandings decreased very slowly 
(due to, the adjustment of the commission amount) and in March, 
1971 to Rs. 102,46 lakhs (Rs. 52.06 lakhs from direct payment parties 
and Rs. 50.40 lakhs from Kahansons) as against Rs. 121.58 lakhs in 
June, 1970. 

3. Business with Kahansons from March 1971 onwards. --3.1. The outstandings of Kahansons in March, 1971 was Rs. 102.46 
lakhs including Rs. 52,06 lakhs from direct payment parties. The 
outstandings against Kahansons alone was Rs. 50.40 lakhs. After 
December 1969 all the sale of coal through Kahansons was covered 
by direct payment agreements. Hence the amount due from the 
firm itself represented only the past arrears. This amourrt was being 
reduced by a few. thousand rupees every month by adjustment af 
the commission earned by the middlemen till it reached the level of 
Rs 43,91 lakhs in January 1974 when the services of all middlemen 
w~re terminated as all collieries had been nationalised and a syste-
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·:matic planning of production and despatches had become possible. 
We do not ftndthat there was allY accumulation of dues with 
Kahansons after January 1970 as all the business was covered by 

,direct payment agreements. 

4. Extent to which business with Kahansons could have been 
avoided 

4.1. While commenting on the accumulation of outstandings 
.against Kahansons, the Ramanathan Committee (Feb. 1971) had 
. observed as follows:-

"It is also likely that by showing patience, the Corporation 
is in a position now to secure most of the present out-
standlngs through hypothecation of various assets and 
putting all further business with the party on direct pay-
ment arrangement so that the recovery of the balance dues 
may be considered fairly secure:' 

The hopes expressed by the Ramanathan Committee that the 
NCDC was able to secure the current outstandings through hypo-
thecation of assets have not been realised. The Bank Guarantee 

,of a value of Rs. 8.5 lakhs furnished by Kahansons had not been 
honoured by the concerned Bank and the consent decree assigned 
in favour of NCDC has been successfully stayed by the opposite 
party. In retrospect it is possible to disagree with the observations 
of that Committee. In all probability, the views expressed by 
them were the best possible on the basis of the information and 
papers made available to them and today after the passage of seven 
more years and colossal changes in the O't'ganisation of the NCDC, 
we have no material to comment on it. The opinion of the Legal 
Adviser NCDC dated 17-1-1967 was that it would not be advisa,ble 
to get an assignment of the consent decree. However, NCDC ap-
pears to have consulted some other Lawyers including the then 
Advocate General of W. Bengal and then decided to go in for the 
assignment. Subsequent events have justified the Legal Adviser's 
view point. It is, therefore. possible to hold the view that the 
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.NCDC would not have lost any thing by stopplng all business with 
Kahansons even in 1967 and filing a suit against them for recovery 
-of the full amounts which they ultimately had to do in 1975, No 
evidence is available to show whether any individual officer was 
responsible for the delay in taking legal action as the decisions 
were being taken after consideration by the Board of Directors and 
even the Ramanathan Committee had endorsed the line of action 
taken by the NCDC . 

.5, Adequacy of measures taken by NCDC to Safeguard its interests 
and recover its dues from Kahansons 

5,1. As observed earlier by us and by the -previous Committees, 
the NCDC had not taken the safeguards which normal commercial 
prudence dictates due to the anxiety of the management to secure 
adequate market for slack coal. The financial coverage and the 
outstandings from time to time shown in the table below:--

Date Oubltandings of Financial coverage 
Kahansons of Kahansonl, 

- . 
(In lakha of RI,) 

S 1-3-63 +B'07 5'00 

gl-3-67 64'52 7'00 

~P-3-7° 53'26 7'00 

-S1-3-71 5°'40 8, 50+17' soX 

31-g-73 45'.(.8 8, !la-17' soX 

X Arrangement of decree & Mort!ta~ of property, 

The situation had got out of hand even as early as 1962-63 but 
the Board of Directors was influenced to a very great extent by 
the Sales Manager's advice that stoppage of business with Kahan-
sons was likely to lead to a heavy fall in sales. It is not possible 
:after the lapse of so many years to say whether this apprehension 
was justified or not. We would only repeat out observation that 
the Sales Department of NCDC had not taken the normal cammer-
·cia! precaution of covering at least a substantial portion of the 
sales to Kahansons by Financial guarantees and that this led to the 
situation reapidly getting out of hand. 

5.2. As regards recovery of dues, when the problem was posed 
:befot'e the Board of Directors in 1966, they perhaps acted in the 
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interests of the Corporation is not precipitating matters. We have 
no means of verifying how far the advice of the Sales Manager 
given to the Board at its meeting on 30-4-.1966 that stoppage of 
business with Kahansons would lead to heavy fall in sales was 
correct but, given this advice, the Board had perhaps no alterna-
tive. After cons:deting the Ramanathan Committee's report, the 
Board of Directors directed that the dues should be got covered 
at least partially by mortgage of certain preparties, assignment 
of a consent decree and inc~ease in bank guarantee. Central Coal-
fields Limited has not been able to get the amount of Rs. 15 lakhs 
due on the consent decree assigned in their favour by Kahansons 
due to a suit filed by S. 1. Roy (the debtor) who has challenged 
the consent decree. Central Coalfields Limited is also a defendent 
in the suit, but the main defendent Kahansons is not interested in 
defending. 

5.3. It is also noted that it was only in May 1975 that the Board 
of Directors of Coal Mines Authority Limited (on which NCDC 
had become unit division in June, 1973) decided to file a civil suit 
for the recovery of the full amount due from Kahansons. There is 
no material to show whether the suit if file$i eadiel', would have 
produced better results even though it is obvious that the NCDC 
has not gained anything by delaying the firm action. 

6.1. Central Coalfields Limited has filed a suit against Kahansons 
for the outstanding amount of Rs. 43.15 lakhs. In addition, they 
have also filed a suit against Hindustan Commercial Bank, Kanpur 
and Kahansons for payments of the Bank Guarantee amount of 
Rs. 8.50 lakhs. One o'f the points brought out in the course of this 
litigation is that the suit challenging the consent decree had been 
pending even when the assignment of this decree in favour of the 
NCDC was obtained. It is not clear to this Committee show the 
NCDC thought that they could obtain any satisfaction from a con-
sent decree which had been repudiated by one of the consenting 
parties and the matter was under litigation. No doubt they had 
consulted eminent lawyers including the Advocate General West 
Bengal but the legal opinion only advised on the form of the assign-
ment which would safeguard that in the event of the consent decree 
being set aside, the liability would revert to Kahansons. It is not 
evident, if the lawyers know that if the event of the .liability revert-
ing to Kahansons, the latter had no means to pay the amount. We 
do not suggest that NCDC should not have gone in for the assign-
ment of the decree, for without it they did not have anything and 
this held out prospect of recovering some amount. But we are 



not sure that this was on acceptable financial coverage. The alter-
native would have been to file the suit for recovery of dues in 1971 
itself instead of waiting till 1975. At present we can only recom-
mend that all the su~ts should be pressed with the utmost vigour and 
whatever is possible salvaged out of the amount outstanding. Our 
terms of reference require us to fix responsibility, if warranted, for 
any lapses or failure which have contributed to the accumulation 
of the dues and for continuing business with Kahansons after 1971. 
We do not think that the continuance of business with Kahansons 
after 1969 contributed in any way to accumulation of dues as all 
sales through Kahansons h",d been put on direct payment basis from 
1970. For the earlier period we have already observed that the 
top managements become awa'fe of the problem in Jannary 1963 and 
the Board started discussing it is earnest from 1966. But all their 
decisions were infiuenced by the cons'deration that discontinuance 
of business with Kahansons was likely to lead to heavy drop in 
sales. As NCDC was already at a disadvantage in the market in 
comparison with the private sector, the Board did not put any 
alternative to the test and decided to allow such sales to continue. 
In the c''fcumstances we do not think that any individual officer 
could be considered responsible far any lapses or failure which con-
tributed to the accumulations of the overdues. The tcp manage-
ment seems to have relied entirely on the Sales Manager's assess-
ment of the situation and did not make any independent assessment 
about the pros and cons of continuing business with the firm. It 
is not practicable after a lapse of So mil"? years for the committee 
to make any further enquiry into the matter. 

'7. Other Mtddlemen Of NCDC 

7.1. A number of other middlemen we're also eml)loyed by NCDC 
for promoting the sale of coal especially slack coal. The reasons 
for the continuance of business with them a·nd for the accumulation 
of dues aTe the same as in the case of Kahansons. The only 
difference is that the volume of sales through each one 0:( them was 
much less than through Kahansons and hence the outstanding 
amount was also correspondingly less. Even though the Government 
of India in the Department of Mines had issued a cireular in June 
1968 exhorting consumers in the public sector to purchase coal direct-
ly from NCDC, they preferred to route their transactions th'fough 
middlemen who used to render various services. Even today, a·fter 
the nationalisation of the coal Industry when Coal India Lim;ted is 
-the only supplier of coal in the country some consumers prefer to 
-employ middlemen as it is more economical to them then maintatn-



ing an organisation to liaise with the mines. Railw~ys etc. of Course,. 
now the middlemen are not paid any commission by Coal Ind'a. 
Limited but they receive remuneration from the consumers. 

7.2. The Committee's enquiry reveals that Mis. Translinks started. 
business with NCDC in 1966 !'ound about the time pressure was 
being applied by the Government to reduce the outstandings of 
Kahansons. In spite of the experience with Kahansons and the 
disapproval expressed by the Government of the accumulation of 
outstandings with middlemen, the Committee find that Translinks 
were allowed to defaults in payments on a similar sca1es till June, 
1971, their outstandings were Rs. 37.27 lakhs against a bank guaran-
tee of Rs. 3 lakhs and deposit of Rs. 0.77 lakhs. 

In October 1971 the bank guarantee was increased to Rs. 6 lakhs 
and in 1972 a revolving letter of credit for Its. 5.50 lakhs \\'a5 opened 
but the outstandings never went down below Rs. 35 lakhs till the 
last quarter of H173. Even now an amount of Rs. 6.21 lakhs is due 
from this middlemen. It is stated that a demand has been made 
against the bank guarantee followed by a suit in the Calcutta High 
Court. The fact that a suit had to be filed perhaps 3hOWS that the 
bank guarantee in this case also was deficient as in the case of 
Kahansons. It appears that in this case also, adequate importance 
was not attached to the need to safeguard the interests of the com-
pany in the matter of coal sales. 

7.3. Coal Mines Authority Limited (af which NCDC became a sub-
sidiary in June 1973) terminated the services of all middlemen 
w.e.f. 1st January, 1974. A statement showing the amount outstand-
ing against the middlemen is enclosed at Annexure II. It will be 
noticed from the statement that on 31-10-77, the last date for which 
information was made available by Coal India Limited, that large 
amount were still outstanding from many of them particularly K. C. 
Thapar & Sons. Tanslinks etc. The company was asked to intimate 
the latest position and the steps taken to recover the dues, encash 
the bank gU8rantee file suits etc. in respect of other middlemen. 
The Company's reply is that "the dues are being reviewed with 
reference to their claims on the Central Coalfields Limited" and that 
"as and when tl1e review :s completed a further improvement in 
the position will follows". The Committee regret to observe that 
the Central Coalfields Limited is only in the pi"ocess of reviewing 
the dues which amount to about Rs. 66 lakhs even though it is now 
4 years since dealings with middlemen had been terminated. The 
Committee recommend that the Board of Directors of Central 
Coalfields Limited should call for the relevant records, take a deci-· 
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8ion about counter claims if any, and proceed to eneash the bank 
guarantee which nOW cover the amounts directly owned by the mid-
dlemen. 

8. Existing procedure and measures to guard against accumulation. 
of dues by parties, 

8,1. As stated earlier services of all middlemen have been ter-
minated from 1st January 1974. There is thus no p0ssibility of any 
dues being accumulated by middlemen as in the past. The present 
sale procedure of Coal India Limited requires that private parties 
who take coal should deposit the entire amount in advance or open 
letters of credit Or furnish bank guarantees for the requisite amount. 
There are however, considerable outstanding dues from Government 
Depa'l'tments and public sector organisations. The Department of 
Coal is seized of this problem and steps to reduce the outstandlngs 
are being considered by Government at the highest level. As this, 
is not within the terms of reference of this Committee we have not 
examined this question further. 

9. Existing Marketing system and meaSUl'es for dispensing with the 
Services of middlemen, 

9.1. Middlemen are no longer being employed by Coal India 
Limited Direct negotiations are undertaken with the parties inte-
rested in purchasing coal. Regional and Branch Offices have been 
set up at a number of places for maintaining Liaison with the con-
sumers. We do not find any place for intermediaries or private' 
middlemeu in the present marketing set up, 

(S, P. GUGNANI) 

Year 

1961-62 

1962-63 

1963-64 

Jg64-65 

(G. V, G. RAMAN) 
A.N.Nf,'XURE: I 

Total desptatches by Despattechea through 
NCDC Kahansons 

Steam Slack Steam Slack 
coal coal coal coal 

~ 3 4 5 
(In million tonnes) 

3'60 2'45 o'~3 

5'05 3'37 0'48 

5'40 3'56 0'49 

4'94 3'30 0'47 

(R. p, KHOSLA) 

Despatches through 
other middlemen 

Steam Slack 
coal coal 

6 7 

Not available, 
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--- --

Ii 3 4 5 6 7 --- ------. 
1965-66 5'79 3'86 0,61 

1966-67 5'70 3'79 0'08 0'37 0' 17 o'8g 

,J967-68 6'~1 4' 14- 0'04 0'4-2 0' IS 0'83 

1968-69 7'57 5'04 0'04- 0'53 0'17 o'6g 

1969-70 8'25 5'50 0'03 0'59 o'~8 I'IH 

1970-71 8'~6 5'51 0'04 o'S7 O'!2S J' 01 

1971-7!2 8'44 5'69 0'05 0'55 0'26 1'01 

1972-73 9'56 6'3!2 0'05 0'48 0'32 I' 30 

1973-74 7'40 4'95 o'o~ o'~5 0'30 1'08 
,(upto Dec,) 
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APPENDIX :x VIn 

(Vide Para 2 of Introduction) 
Statement showing the comments of Audit on the Government·s 

replies to the 75th Report of thE! Committee on Public Undertaking& 
on National Coal Development Corporation and action taken thereon . 

. 
(a) No comments on repl;' 'No'.f 7. tIlt 16, 17. Ig. I!I 27, 29, 31, :!IS. 3S. 

il7, 40, 411, 4S, 44. 46, 47, !)8, !)9. 60. e. a~ 68 ------------_.- -- -..... '-----------
(b) Recommendation 

)IiIo. 
AucIJt Comment ActiOll takea 

3· 

i. 

III. 

14· 

Final reply of the Covt. .to the above Since .etlt to Audit. 
recommendation hu not been e~-
dOled with the papen teIlt to ihi. 
office. A CC!pY of the tame may 
plfMe be ItAt. 

It it not clear whether the ftlet In 
-tUlJPOl1 of the repl y ha\te linee 
b.sen made available to Member. 
Audit Board and Ex-otlicio 
Dbec$Or 01 Commercial (Ooal), 
(Waul&., for Mifloadon or .... y. 

Copiee of letters aanctionin, new 
projectl have not heeD receiwci 
an tbit office 10 far for vettin, of 
the repJiCI. 

Ileuona lor likely ~lay in ~\evtq 
lb. tarp:t output or 1.000 t~ 
IInYi __ ed by 1978-79- btNe not 
been Raven in the hViIOd reply. 

Rq.,Jift, ll,tIJIIIffIWotl4';o • .No.S 

Coal India Ltd. baa been uked 
to Ihow the reportl of the 
Jlailway atudy t.eaml al'Id the 
tnlnUt.el of diKUllipn. for their 
iM"lernflltation to the Director 
of Commercia) Audit. 

Ib'.MItt Rtefl_",tJ.ti"" )I •. 35 

Wet&ern Coal-fiddt I.td. Md 
writtdl to DirIctor (Com-
mertial ) Audit ltating that 
the .~Ievanl documents ~ 
.wllable al Kurula Collier 
loriNpedioR and to lIepute any 
auditor to verify the IlIIIle. 

Beln, lent to Audit. 

The nlply h .. bem revi. ad 
tall aep .... t.ely. 

No papers ha"e been sent In lupport Copy of O. M. No. 76/'lT. III 
of the ltat.ement made in the r.on- ~~/CAL dated 111-9-1976 from 
f1u4ml1' ..... f reply to Item(e) Mlnittry of Railways which 
to tb4 oIJIct thlto\ the Mini.try of oontallli thi. information hu 
tt.ll~,. are ef ~ view &hat the", beep tent to Audit with thit 
la Do qlatioa of fillin. rapon.i. Department Idler No. MOIl 
Wllty. '/76-CA dated 114-' 1-1978. 
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Action takenAudit Comments

-~--------...~~----
As already mentioned, the statement
made in the reply that
"The Railways, therefore, sub-
mitted a revised estimate of cost"
could not also be verified for want
of relevant Papers.

The remarks of the Member, Audit Reply has been revised.
Board and Ex-ofiic Director of
Commercial (Coal) on the local
verification of the repl y to this
recommendation are awaited.

(i) It is not dear whether the The orginal file of 1961 in which
papers in suppovt of the reply to' the decision was taken regard-
item{a) have since been made ing Gidi washery is not readily
available to Member, Audit available .. Efforts are being
Board ami Ex-officio Director made to trace it and the same
of Commercial Audit (Coal), will be shown to Audit as soon
Calcutta. 'as it' becomes available.

18.

20. Sub-paras 13 and 14

As alrcadv mentioned, Ministry's
repl y is not susceptible of verifi-
cation as no papers have been
received for vetting of the material
contained in the reply.

Comments of this office on .the reply
were intimated to the Ministry in
August 1977 and have not been
taken into account in the final
reply.

Against productivity OMS, the
figure of 13 has not been corrected
to 15 in the final reply.

39· Item(e). Although it has been
mentioned that observations of
audit have been incorporated in
the final reply, it is seen from the
final repl y. tha t no change has
been made in the text of original
reply .. Consequently, the remarks
of audit regarding the fact of a
non-reconcil iation between cost
accounts and financial accounts,
remain -unattended to.

(a) The figure of £15" 357 has not
been corrected to 15,27.

(c) It is not clear whether the papers
have been made available to
Member, Audit Board and Ex-
officio Director of Commercial &
Audit (Coal), Calcutta for veri-
fication.

45·

The required information has
since been furnished to Audit.

A copy of this Departmct's
letter dated 18-3-1976 to
Madhya Pradesh Govt. has
been furnished to Audit.

The figure'may please be correct
ed in the final reply.

The reply has since been revised
to incorporate the observation
of Audit.

The Company has been advised
to effect the reconciliation
without further delay if not
already done.

The figure of £15" 357 may
please be corrected to 15,2 7.

Regarding item (c) papers have
been shown to the Resident
Audit Officers Ranchi.



-ecommendation 
No. 

+8. 

54· 

6. 

65· 

(ii) 

269 

Audit Commenu 

The revised reply in respect of 
item (d) incorporates fresh 
facti. The reply has then-fore 
been referred to Member, Audit 
Board and Ex-officio Director 
of Commercial (Coal), Cal-
cutta for local verification. 

Action taken 

-..-..-------------

The lut para need. to be re-num- The lut para may pl_ be 
bered as 5. renumbered .. 5. 

(i) Although it has been atated 
that necesaary amendmenta 
have been made , it is noticed 
from the final reply that the 
pOlition regarding Korba and 
Giridih Work &hops has not 
been indicated therein. 

Information in respect of audic 
commenta NOI. (i) and (ii) inti-
mated earlier has not hen included 
in the final repl y. 

The data relaing to production and 
productivity given in the reviled 
reply needs local verification. 
The reply has therefore been 
referred to Member, Audit Board 
and Ex-officio Director of Com-
mercial Audit (Coal), Calcutta, 
for local verification. 

The Ministry have given the figures 
of outatanding advance as on 
30-3-1977 as Rs. 27' 94 lakhs 
as against Rs. 37' 91 lakhs as on 
31-8-1976'. Member, Audit 
Board and Ex-officio Director of 
Commercial Audit (Coal) is being 
requested to verify the revised. 
igure and result of verification 
will be intimat'd in due course. 

The reply has been reviled i.-
corporating information. 
about Korba •• d Giridih 
Worbhopl. 

The reply h .. beea reviaed. 

~, 
I~. 

GMGIPMRND-LS II-4825 L8-12-7-79 -1375. 
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