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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to submit the Report on their behalf, present 
this Forty-first Report on Action Taken by Government on the recommen-
dations contained in the Thirty-fourth Report (Tenth Lok Sabha) of the 
Committee on Public Undertakings (1993-94) on Cement Corporation of 
India limited. 

2. The Thirty-fourth Report of the Committee on Public Undertakings 
(1993-94) was presented to Lok Sabha on 29th April, 1994. Replies of 
Government to all the recommendations contained in the Report were 
received on 10th February, 1995. The Committee on Public Undertakings 
considered and adopted this Report at their sitting held on 22nd March, 
1995. 

3. An analysis of the action taken by Government on the recommenda-
tions contained in the Thirty-fourth Report of the Committee is given in 
Appendix- II. 

NEW DELHr; 
20 April, 1995 
30 C h airra·-,-.,19"'j ... 7r-(""S ..... a'7"ka-,) 

VILAS MUTTEMW AR, 
Chairman, 

Commillee on Public Underrakings. 

(v) 



CHAPTER I 

REPORT 

The report of the Committee deals with the action taken by Government 
on the recommendations contained in the Thirty Fourth Report (10th Lok 
Sabha) of the Committee on Public Undertakings on Cement Corporation 
of India Limited which was presented to Lok Sabha on 29th April, 1994. 

2. Action Taken Notes have been received from Government in respect 
of aU the 13 recommendations contained in the Report. These have been 
categorised as follows: 

(i) Recommendations/Observations that have been accepted by 
Government 
SI. Nos. I, 3, 4, 6, 7, 11 and 12 

(ii) Recommendation/Observation which the Committee do not 
desire to pursue in view of Government's replies. 
NIL 

(iii) Recommendations/Observations in respect of which replies of 
Government have not been accepted by the Committee. 
SI. No. 10 

(iv) Recommendations/Observations in respect of which final replies 
of Government arc still awaited. 
SI. Nos. 2, S~ 8, 9 and 13 

3. TIle Committee desire that tbe final repUes In ~t or the 
recommendations ror which 0DIy Interim repUes have. been liven by 
Government should be furnished to the Committee expedltlo~y. 

The Committee wiD now tical with the action taken by Government on 
some of their recommendations. 

A. Physical &: Restructuring 0/ CCI 
Recommendations (Sl. Nos. 2, 8 and 9 Parall'aphs 1.21 to 1.ll and 4.38 to 

4.41) 
4. The Committee had observed that according to the micro objcctives 

of CCI, the Company aimed to emerge as. a growing and important leader 
in the production of cement in the country by creating additional capacity 
either by expansion or by improved technology or by setting up new 
cement plants to emerge as the largest seller of cement in the country and 
to continue to perpetuate and improve upon the same position by constant 
increase in the production capabilities. Contrary to the objectives 50 laid 
down, Cement Corporation' of India's share in the total production of the 

1 
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country had been very meaare in the past few years. The Committee had, 
therefore, ur,ed that the Government should work out a comprehensive 
proposal for Itrenathemn, CCI by providing additional investment where-
ver neccl8ary 10 that it could accomplish its well defined objectives. They 
had also recommended that final decision regarding the capital restructur-
ing proposal which was initially submitted by CCI in December, 1992 
should be taken within three months of presentation of the Committee's 
Report after careful and judicious analysis of all the factors. 

5. In reaard to the units which had remote or no possibility of becoming 
viable, the committee had noticed that alth9ugh the proposal for disposal 
of two units of Kurkuntla and Charkhi Dadri was sent by CCI to the 
Ministry in June, 1992 and for Nayalaon Compl~x in September, 1993, the 
Government could not arrive at any conclusion and had asked for unit-wise 
information from CCI. The Committee had recommended that Govern-
ment should constitute a Committee of experts including financial experts 
which should ,0 into details and weigh all the pros and cons of disposal of 
these units and submit its report within three months. After the report of 
tbis committee a final decision regarding the fate of three unit. should b~ 
taken by Government. 

·6. In their reply, tbe Government have stated that the CCl's proposal 
for restructuring has already been examined by the Department of Heavy 
Industry in consultation with other concerned Department.. Steps have 
been taken to seek the approval of the competent authority with a view to 
expeditinl the Government decision 00. the restructuring which allo 
includes disposal of unviable units of CCI. After a decision is ".ken by 
Government on this proposal, further Iteps will be initiateQ for formulation 
of specific proposall regarding diaPOlal of individual units and for financial 
restructuring. According to Audit, another propos~1 for restructuring 
submitted by CCI in January, 1994 is also pending with Government for 
approval. 

7. The Committee ex,rea tbelr Itronl eIIlplea.ure over tbe inordinate 
delay on the part of Government In lakin. annal decilion on the, propolal 
for restructurlna whlcb wu lDItlaUy .ubulltled by Cement Corporation of 
India In December, 1992. nil It In.plte of tbe recommendation of th. 
Committe. tbat a final decllioa III the matter .hould be taken wUhlr. three 
moathl of lbe preHatation of their Report. They would lIk. to empbullt 
lbat IInce lbe dIIpolal of uYiable unip of CCI bu allo DOW 1Me. Unktcl to 
the pbymal and baandal .... tructurfl1l of the company, th. overaU 
baandal bealth of tbe eompaay bID ... on an early dedalOil on thtl IlIue. 

, • At the ,tale of factual verification. the Mil\iltry of Indultl'y (Deptt. of Heavy JACIuItry) """ 
their O.M. No. 1017192·P.2.XII dt. 7.~.199.5 hive Informed the Collllblttn lbat the 
propoal tor pbyllcal aDd fiDlAClal rlltructurlq of CO Inc:ludlq, l11li, olt.. dIIpouI of 
IUIlu blve .me. beell conlldcnod by the Group of Mlni .. cn (GOM) durl", Mardi. 1995. 

'Neee.ary follow-up action In lbe matter II DOW belDl taken. 
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The Commltt.. would, theretort, u.... tbe Government to take I final 
declllon In the matter wltbln one month of tbe pretentatJon ot thll Report 
under Intlmatloa to them • . 

B. LOIs 01 Mineable area in Nayagaon 
Recommendation (81. No.3, Paraarapb 2.49) 

8. The Committee had obaerved that investigation work carried out in 
Nayagaon revealed sufficient availability ~f mineable ,rade limestone 
which could have supported a plant of cat1atlt)' of 1200 tonncs per day, for 
50 ):ears. Althougb tho company acquired mining lease but factory and 
township were constructed on a site in a quarry area depriving company of 
31 percent of the mineable reJerve. It was only in October, 1993 i.I, after 
about 20 years of the acquisition of the mlnin, lease, that Government 
directed CCl to enquire into the matter. The Committee had oxpreued 
that merely by statini that the relevant records in this case were lo.t in the 
fire, could not absolve CCI and the Ministry from their responsibilities. 
They had therefore, desired that an enquiry be initiated afresh at the 
earliest which should not only rlX responsibility for the lou of mineable 
area to the Company but also look into circumstances in which the vital 
records of tlte case were destroyed. 

9. The Government have replied that Cel constituted a committee to 
examine the circumltances leadina to construction of 8taff quarters and 
factory ovor the mineable limestone reserves. This committee hal submit· 
ted itl report recently and the lame was being examined by the Company. 
Another fact findin, cC?mmittee has been constituted by the Company in 
September _ 1994 to look into the fire In which valuable records were 
destroyed in 1979. 

10. The Committee desire that the report or the Committee which went 
Into the drcumltancel leadlnl to cOllItruction of starr quarten and factory 
over tbe mlDeabl. lImtltoDI resenel In Naya,aon should be examined 
ur •• ntly with • view to ftxlna relpomlblllty for the lOll of mineable ana to 
tbe company. They would allO ur,l that thl report ot the other Committee 
constituted to look Into.the clrcumltancel In which vital recordl of the C8H 
were datroyed, Ihould be expedited and the Committee apprised ot the 
action taken on botb these Reportl wltbln one month of presentation or this 
Report. 

C. Tim, 14nd Co., 0""""" In Projects 
Recommend.tion (51. No. 5(1), Paralr.phl l.!l .nd 2.53 ~ 

11. The Committee had found that Tandur project of CCl which was 
originally .cheduled to be completed fA June, 1982 Wl8 completed in 
June, 1986. Similarly, the Clinkerisation Unit of Nayagaon Expansion 
Project which wal 8cheduled to be completed in Apri11 1986 was completed 
in OctQber, 1987. There were huge cost overruns also. The Committee had 
desired that responsibility should be fixed fat delay in execution of these 
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projects. The Committee bad aIIo noticed that th" tben Director In.cbuae 
of Nayapon Project was charge sheeted jUlt a OlOnth before his retirement 
for certain lapses in placing and excc:ution of the order for design. 
engiDeeriq and supply of Bulk conveyor system by the supplier. However, 
the Director ,ot the matter stayed throup the Hip Court in 
NoVember, 1991. The Committee had desired that dfom should be made 
to pt the .tay vacated and steps taken for his prosecution. 

12. Govemment in their reply have stated that a committee constituted 
by CCI for fixin, tbe responsibility for delay in execution of all the 
projects. was to submit its report witbin four months i.t. by 6 January, 
1595. However. this Committee hu soupt extension of time. In r,ard to 
tho action a,ainst the then Director Incharle of Nayagaon Projcc:t, it has 
been stated that efforts were being maele to let an early vacation of the 
atay taken by tbe former Director. However, the Central Vililance 
ColllllliJSion (CVe) bave observed that ~ere is no provision in the Cel's 
Conduct. Discipline and Appeal Rules for continuation of the departmen-
tal proceedinp after retirement hence the matter relatiDI to departmental 
enquiry bas been treated as closed at cve. end. Keepinl in view the 
CVC's recommendations in this regard, Government hive asked eel to 
take lepJ advice on the further action to be taken to safeguard the interest 
of CCI as weD as Jeneral public.· In order to avoid recurrence of such 
cue. in future. CCI was also beiDI directed to examine the feasibility of 
amcndin, the CDA rules to make necessary provision for takin, action 
a,aiDat the pilly officials even after retirement. 

13. The COIIIIIIIttee recGllUDead that the report of the Committee set up 
to eamlDe the reuoDI for deJa, In the VarioUi projects should-be opedUed 
and rupoaJIbJUt, IIHd for IUeb deJa1l ander intimation to tbe Committee. 
The, wOUld alto Uke to be lilt ..... or the ..... advice taken aad action 
takea tbenoa'lD reprd to tile cae nl8t1D, to the abea Director In-charat. of 
Na,.aOll Project .. weD .. the amendmentl mMe In the Conduct. 
DlsdpUae and Appeal Rales or CCI to avoid recurrence or such casel In 
future. 

D. BlulllniM U1llt & YtmllUlltIG Project 
RICODUDlDdadOll' (81. No. 5(2), Pan .... 'hI 2.54 a 2.55) 

14. The Committee had obtervecl that alter iacurrin, a sum of RI. 8.62 
crore. as on 311t Much, 1993, the fate of the Bbatinda Orindin, Unit of 
Naya,aoD Expansion Project .11 uncertain. since CCI bad no funds to 
execute the Project ad the MiDistry of IDdUltry bad also shown their 
helpleunClS in the matter. In the cue of Yerrapntla Expansion Project 

eAt the .... of fac:tuaI veri&c.tioa. die OCI .". dlelr letter No. DFICOPlJIIl,09Si5929 dr. 
18.4.95 bu lalormed the Committee WI: 'CCI .... carried out ....... ry amendment in the 
CDA Rulol.' 



5 

whicb the contractors referred to Arbitration demanding an unreuonable 
escalation in prices, the Government subsequently decided that it may not 
be possible to go through the project because the IRR of the project has 
gone down. However. no final decision could be laken in the matter in 
spite of the recommendation of tbe Committee of Secretaries in 
December. 1992 that tbe project be wound up. The Committee bad urged 
the Government to take a final decision in regard to the future of both 
these projects without any further delay. 

15. The Government bave stated in their reply tbat the issue relatina to 
Bhatinda Grinding Unit bu been included In the pbysical and financial 
restructuring proposal beina considered by the Government. As for the 
Yerraguntla Expansion Project of CCI, it bu been .tated that the future of 
this Project was under consideration of the Government and a deciJion was 
likely to be taken tbereon. 

16. The Committee are dismayed to learn tbat Government have not yet 
arrived at a final dedalon reaardlna the fate of Bhatlnda Grlndlna Unit and 
Yerrapntla Expansion Projects. Bhallnda Grlndlnl Unit Is now to have 
been Unked with tbe physical and IInanelal restructurlna of CCI about 
wblch the Commltee have already recommended for an early decision. 
However, they are at a loa to undentand as to why It bas not been possible 
10 far to take a ftnal decision In respect of Yerrapntla Project where the 
Committee of Secretaries had recommended Ita dosure as far back as In 
1991. The Committee reile"te tbelr earUer recommendation that the final 
decision reprdlnl Bbatlnda Grlndlnl Unit and Yerrapntla be taken 
without any further 1011 of time QJlder Intimation to the Committee. 

E. DII4y in signing MOU 
Recommendation (SI. No.6, Paraanpb 3.20) 

17. The Committee bad observed tbat actual production of Cement in 
CCI was far below tbe capacity built up as well as the targets. The actual 
production during tbe yean 1989-90 to 1992·93 ranged between 58% and 
74% of the installed capacity. In none of the years tbe company could 
even achieve the targets set for production. The Committee were not 
convinced with the reasons put forward by the Company that production 
taraets were usually kept hiaher than the realistic targets to ensure that 
units put up their best efforq in meeting them. They had desired that 
instead of fixing inflated targets management should make efforts in the 
real sense to achieve higher production. They also desired that io future 
the targets sbould be fixed keeping in .mod the normal fluctuations. 
planned shut down of plants. probable non-materialisation of infrastructure 
facilities and likely availability of wasons and coal etc. 

18. The Ministry bave replied that the production targets of CCI are 
fixed up takina into account the availability of infrastructure facilities like 
coal linkages, wagon quota, power etc. Since CCI is an MOU sianina 
Company,. the targeta arc finalised after due consideratiob of these and 
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related factors. In this connection, the Audit has commented tbat thoUJh 
presently targets are being fixed taking into accoun~ the availability of 
infrastructure facilities like coal linkages, wagon quota, power etc. but the 
MOV for the year 1994-95 is yet to be Signed. 

19. The Committee are ,lad to Dote that preRDtly the tal'lets of 
prodUCtioD in CCI are beiDI fixed taklna Into account the avaDablllty of 
Infrastructunl faclHtles like coal Unkaaes, wagon quota, power etc. How-
ever, It Is astonlshin& to ftnd that the MOU for the year 1994-95 bas Dot 
been s1ped even up to February, 1995. Needless to say, such inordinate 
delays in slanina the MOU render the whole concept of MOU meanJDlIess. 
In order to ensure that the performance of the company ~n be Juqed 
properly I.alnst the tal'lets set In the MOU, the Committee ~f)IJ1meDd 
that the MOU should be sfaned well before the beginning of the financial 
year. 

F. InJrastructural Problems 
Recommendation (SI. No.7, Paragraphs 3.11 to 3.13) 

20. The Committee had observed that production of CCI was hampered 
due to frequent power cuts and cel had submitted proposals for captive 
power plants by way of purchasing DO Sets. The Committee were 
dismayed to learn that tbe funds which were earmarked for eel in the 
Annual Plan of 1990-91 were diverted to some other undertaking under the 
control of Department of Heavy Industry. They had urged that Govern-
ment should provide necessary funds to eel to have the matching captive 
power to sustain growth. While noting that the loss of production in eel 
due to factors like coal, power and wagons was 15 per cent against 5 
percent in the private sector, the Committee had also" ddtred that the 
Ministry of Industry should provide all necessary assistance to eel to 
overcome the coal and wagons problems. 

·21. The Ministry have replied tbat a plan provision of Rs. 25.00 crores 
has been earmarked for eel in the current financial year (i.e. 1994-95) for 
procurement of Diesel Generating Sets. But the funds for DG sets have 
not been released as the tender process for purchase of equipments has not 
been finalised so far by the eCI. About, the assistance to eel in the matter 
of supply of adequate coal and wagons it has been stated that the Ministry 
provides all possible assistance whenever required. 

11. The power cutl have been one or the major problems hampering the 
produc:tlon or CCI. The company has been lntlstlne on purchase of DG sets 
eo overcome this problem. Now that the funds have been provided by the 
Gove. for the purpose, the Committee recommend that no time should be 

• At the stage of factual verification, tbe Minlatry of Indultry (Depn, of Heavy Industry) 
ViM their O.M, No. lQl7m-PE.Xll dated 7.4.1995 have informed the Committee that 
Plan Provision of RI. 25.00 crores eannarked for purch~e of Diesel Genentina Sets durin, 
1994-95 hu been rel/',,~ to the OCI during Mardi, 1995. 
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lost by the company In purcbase of DG sets. Once the Company overcomea 
the hurdle of power, the Committee are coondent that It would be able to 
show better results. Tbe Committee would also Uke to be informed as to 
bow far the loss of production due to fadon like coal aod wagons bal been 
brougbt down as a result of efforts stated to have been made by the 
Ministry of Industry. 

G. Shortage of Stores and Spares 
Recommendation (SI. No. 10, Paragraphs 5.19 and 5.20) 

23. The Committee had observed that shortages for Rs.122.43 lakhs of 
A and B class stores noticed in 1986 were not properly accounted for by 
tbe company and tbe same were written off without giving adequate 
reasons. A Committee appointed by CCI to investigate the matter did not 
record the reasons for shortages and subsequently no responsibility wu 
fixed. The Committee had therefore desired to be apprised of the reasons 
for that Committee having neither recorded the reasons for shortages nor 
fixing responsibility for the shortages. 

The Committee had also observed that in Akaltara Unit of CCI, 
shortages of stocks valuing Rs. 65.70 lakhs found during 1984-85 were not 
reflected in accounts. Also shortage of 23000 MT continued for more than 
2 to 3 years. In this case also, the Committee appointed by CCI had not 
recorded the reasons for this shortage. The Committee had conveyed their 
displeasure over the fact that although enquiries were conducted for tbe 
lapses but no inference could be drawn as the necessary records regarding 
the cases were not available. 

24. Government in their reply have stated that the company constituted 
a Committee to look into the matter relating to shortages which wu to 
submit its report within 3 months i.e. by 6 December, 1994. However, thit 
Committee has sought extension of time for submitting il$ Report. 

25. The Committee are not satlsned with the reply furnbbed b, 
Government. Instead of furnlshln£ the Justlfkatlon for the earlier Commit-
tees not having recorded the reasons for the shortages and having failed In 
nxlnig the responsibility another Committee Is stated to ban been appointed 
by CCI. Enn this Committee has failed to submit Its report within the 
stipulated time of three months and has sought further extension. The 
Committee would recommend that at least the report of this Committee 
should be expedited and the findings intimated to them. They also 
recommend that in future If any Committee is to be constituted for 
InvestiKatmg Into any shortages. It should not only record the reasons for 
shortales but also nx responsibility therefor. 



CHAPTER n 
RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY 

GOVERNMENT 

Reeommeadlltlon (Serial No.1) 

The Cement Corporation of India Limited came into existence on 
18.1.1965 as a company wboUy owned by Government of India. The 
Company wboUy owned by Government of India. The Company bas 
11 plants aU over the country with a total installed capacity of 42.16 lakh 
metric tonnCl. The Committee's examination has revealed that the pla.nts 
of the company were not located at economicaUy most advantageous areas. 
Three of the plants of eCI viz. Tandur, Adilabad and Yerraguntla which 
accounts for nearly 45% of total capacity of CCI are located in Southern 
part of India where there is chronic power shortage. The Committee alSQ 
found that the demand for cement was more in north and north eastern 
part of India. 

What dismays the Committee further that even at the time of setting up 
these plants in the Soutb, Nortb was a little more deficient in cement than 
other part of the country and South was in fact surplus in Cement 
production. Admittedly, while approvins these projects in the South, no 
comparative study was made by CCI or the Government about tbe sites in 
different parts of the co~~. The reasons put forward by the Secretary, 
Department of Heavy IndusRy, inIer-aliD, that due to the existence of 
freight equalisation scheme and the industrial policy prevalent at the time, 
plants were set up in the South bardly convince the Committee. The 
Committee are of the firm view tbat the decision regarding location of the 
plants should have been based on the market situation keeping in mi{ld the 
areas wbich were deficient in cement. At this stage, the Committee can 
only express their displeasure over the faulty decisions taken by tbe 
Government in the past. They recommend that in future due consideration 
should be given to aU the relevant factors apart from the infrastuctural 
facilities before setting up a plant. Besides whenever proposals are pending 
for setting up new Cement Plants by CCI, availability to a(lequate power 
should be ensured before setting up these plants. 

ReplJ of the Government 

The observations of the Committee have been noted. Presently there is 
no new Project propscd. 

8 
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Comments of Audit 

Presently. there is no new project in hand. Hence, no comments. 

(Ministry of Industry (Department of Heavy Industry) OM No. 10167192-
PE~XII dated 10.2.1995)]. 

Recommendation (Serial No.3) 

The Committee find that investigation work carried out in Nayagaon 
revealed sufficient availability of mineable grade limestone which could 
have supported a plant of capacity of 1200 tonnes per day, for 50 years. 
Although the Company acquire mining lease but factory and township 
were constructed on a site in a quarry area depriving company of 
31 per cent of the mineable reserve. It is regrettable that the decision for 
the construction of the township and factory was taken by an official of the 
level of Director yet the Government was not aware of the same. The 
matter came only to their knowledge when C&tAG conducted the appraisal 
of CCI during 1991-92. It was only in October, 1993, that Government 
directed CCI to enquire into the matter i.e. after about 20 yeaf$ of 
acquisition of mining lease in February, 1974, and that too when the 
Committee took up the subject for examination. To say the least, it is 
indeed a sorry state of affairs not only on the part of the CCI but the 
Ministry also that no responsibility for this irrational decision was ever 
fixed. In view of the Committee merely by stating that the relevant records 
in this case were lost in the fire, cannot absolve CCI and Ministry from 
their responsibility. They desire that an enquiry should be initiated afresh 
at the earliest which should not only fix responsibility for the loss of 
mineable area to the Company but also look into circumstances in which 
the vital records of the case were destroyed. The Committee strongly feel 
that suitable system should be evolved both at Company and Government 
level to ensure that such things do not happen in future and valuable 
lecords are not lost. 

.ply of Government 

Government have directed CCI to look into the matter once again afresh 
and furnish the details of the sequence of events which culminated in the 
decision to build the township over the limestone reserves. CCI have also 
been directed that in future the lay-out of the factory and township should 
be examined carefully and advised not to permit location of the factoryl 
township at such places where there are mining reserves. 

CCI is constituting a Committee to examine the circumstances leading to 
construction of staff quarters and factory over the mineable Ii,*stone 
reserves, which is expected to submit its report within 3 months of its 

LS2337 
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COIlltitution. One more fact-finding Committee is being constituted by CCI 
to look into the fU'C in which valuable records were destroyed in 1979. 

Comments of Audit 
The Committees as advised by the Govt. have been set up by CCI vide 

their order Nos; DFI831COPUI94I6197-6202 and 6203-8 darted 7.9.94 to 
examine the circumstanCe'S (i) leading to construction of staff Quarters and 
factory over the mineable limestone reserves in Nayagon ; and (ii) leading 
to fire in wbich vital records were destroyed in tbe year 1979. Tbe 
Committees are to submit its reports within tbree months of its constitution 
i.e. 6.12.94 

Further nply of the GovenuDent 
CCI bas intimated that the Committee set up by them has submitted its 

report recently ad the same is being examined by them. 
(Ministry of Industry, Deptt. of Heavy Industry O.M. No. 10167192-

PE.XII dated 10.2.1995] 
R_end.tlcm (No.4) 

The Committee note that due to delay in completion of 5th and 6th Five 
Year Plan Projects as weD II 7th Five Year Plan Projects there has been 
substantial increase in the cost of the projects. In the 7 completed projects 
of 5tb and 6th Five Year Plan tbe time over-run was more than 20 months 
and in fact it was as high as 54 months in the case of Yerraguntla Project. 
This resulted in cost over-run of Rs. 95.31 crores over originally estimate 
of Rs. 86.24 crores that is about 110%. The Committee are distressed to 
find tbat inspitc of tbe earlier recommendations made in their 69th Report 
(5th Lok Sabba), tbe Cement Corporation could not comp)ete their 
projects in time. This is inspite of tbe fact that these projects were 
monitored by the Department of Heavy Industry, Planning Commission 
and the Ministry of Programme Implementation. The progress of the 
projects was also stated to be reviewed by the Planning Commission during 
the Annual Plan discussions. The Ministry bave admitted that CCI had 

'been sending monthly flash reports to the concerned authorities. The 
. Comri'ttee are led to the conclusion that apa~ from inadequacies and 
',failotes in' Project formulation and inlpiementation as discussed in the 
'WQc~ .paragraph$ the Ministry of Industry and other agencies involved 
'f,held' to! ·fiiftil J their responsibility properly.' 
,,~T:b( 9O~Jtjittee :desire: that the Ministry shOUld in future take appropri-
:1~e,'.~olfbr·'ti~yoo~letion of projects and take quarterly progress 
: ~~~'Ctc.~futtli9he(f 'by 1he Corporation as a serious exercise by giving 
. ~em~1 ~ -.pt'pper'feed'batk;\and not treating tbem as routine exercises. The t ~~e~~ of; Heavy' Iild,stry should effectively coordinate with other 
'Mlfilstrles like Ministry of Finance etc. 50 that the projects which are 
approved are not delayed due to delay in financing of projects. 
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Reply or the Government 

The observations of the Committee have been noted. Presently, there 
is no CCI Project under active implementation. 

COllUllenti of Audit 
Presently, tbere is no new project under active implementation. 

Hence, no comments. 

[Ministry of Industry, Deptt. of Heavy Industry O.M. No. 10167192-
P.E.XII dated 10.2.1995] 

Reeommendatloa (Serial No.6) 

The Committee regret to note tbat over the years the actual produc-
tion of Cement in CCI has been far below the capacity built up as 
well as the targets. The actual production during tbe years 1989-90 to 
1992-93 ranged between 58% aad 74% of the installed capacity. In fact 
the capacity utilisation in 1992-93 bas gone down to 70% against 74% 
in 1991-92. The Committee are also unllappy to note that the capacity 
utilisation of CCI is substantially lower than the capacity utilisation in 
private sector cement plants. In none of the years th~ company could 
even achieve the targets set for production. The Committee are sur-
prised at the revelation made by tbe Company that the production 
targets are usually kept higber tban the realistic targets to ensure tbat 
the units put up the best efforts in meeting the targets. The Commit-
tee urge tbat instead of fixing inflated targets management should 
make efforts in the real sense to acbieve higher production. They also 
desire that in future the targets sbould be fixed keeping in mind the 
normal fluctuation, planned shut down of plants r probable nonmeterial-
isation of infrastructure facilities and likely avalability of wagons and 
coal etc. 

Reply of the Government 

The production targets of CCI are fixed up taking into ace,ount the 
availability of infrastructural facilities like coal linkages, wagon quota, 
power etc. Since CCI is an MOV signing Company, the targets are 
fillalised after due consideration of these and related factors. 

Comments of Audit 
Presently targets are being fixed taking into account the availability 

of infrastructural facilities like co~l linkages, wagon quota, power etc. 
However. MOV for tbe year 1994-95 is yet to be signed. 

Further reply of the Government 
The draft MOV for 1994-95 bas already been approved by the Higb 

Power Committee (HPC) and CCI bas been advised to sign the MOV. 
eCI bas sougbt certain" clarifications and tbese are being sorted out. 
[Miniatry of Industry;, (Deptt. of Heavy Industry) OM No. 10167192-

PE. XII dated 10.2.1995]. 
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Comments or the Committee 
(Please see para 19 of Chapter I of the Report) 

Recommendation (Serial No.7) 

The Committee further note that the production of CCI is hampered due 
to power cuts. To maintain, -the power supply, eel had submitted 
proposals for captive power plants by way of purchasing DG Sets. The 
Committee arc dismayed to note that although the Planning Commission 
had given consent for inclusion of purchas~ of 2 DG sets for CCI's plants 
8t Tandur and Yerraguntla in the Annual Plan 1990-91 by providing extra 
budgetary support, the funds which were earmarked for CCI were diverted 
to some other Publi~ Undertaking under" the control of Department of 
Heavy Industry, which, while fully knowing that cel desparately needed 
DG sets for improving their performance failed to pursue the matter and 
on the contrary. divcrtc;d the funds to some other undertakings. The 
Committee recommend that atleast now the Government should act 
judiciously and provide necessary funds to CCI to have the matching 
cap«ive power to sustain growth. 

The Committee arc also perturbed to note that while the CCI maintai~s 
tbat production was low due to recession in the market. the Minsitry did 
nu, carry out any indepth study to ascertain the reasons for the shortfall in 
production. The Ministry normally seems to go by the assessment of eel 
in <lny mailer. The Committee desire thai a proper study about the market 
situation should be made and eCI should be advised accordingly to 
capture a substantial share in the market. Government should also 
consider giving purchase preference to CCI wherever possible. 

. "-
Another problem beiRg faced by eel was stated to be due to shortage 

of coal and wagons. The Committee have been informed that loss of 
production in eel due to factors. like coal. power and wagons was 
1 S per cent ugainst S per cent in the private sector". They desire that as 
assured by (he Ministry. all necessary assistance should be provided to CCI 
to overcome the COlli and wagon problems faced by the Company. The 
Ministry of Industry should hold regular and frequent meetings with the 
Minsitry of Railways to ensure availability of sufficient wagons to CCI. 

. Reply of the Government 

A Plan provision of Rs. 25.00 crorcs has been earmarked for CCI in the 
current financial year (i.e. 1994-95) for procurement of Diesel Generating 
Sets. 

The physical and financial restructuring of CCI is presently being 
considered by the Govt. with a view to improving the overall pcrfomlanee 
of the Company. . 

eCI is a commercial organisation and market strategies arc determined 
by them. As regards purchase preference to CCI. the State Government! 
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Union Territories have already been requested by the Government to give 
purchase preference to CCI. 

Regarding assistance to CCI in the matter of supply of adequate coaJ 
and wagons, it is submitted that the Govt. provides all possible necessary 
assistance to CCI for overcoming the coal and wagon r'"oblems faced by 
the Company, whenever required. 

Comments of Audit 
The funds for diesel sets are yet to be released by the Govt. of India. 
Aa:ording to the Management the Railways have not been able to 

provide wagons at the appropriate place and time as a result of which 
reson to despatches by road takes place or material is despatched to a 
destination where wagons are available but at lower realisation. 

Further reply of the GovernmeDt 
Funds for DO Sets hu not been released as the tender process for 

purchase of equipmenu hu not been finalised 10 far by the CCI. 
This Deptt. has been taking up with the RJilways from time to time 

CCl's request for supply of adequate number. of railway wagons for 
despatch of material. 
(Ministry of Industry, (Deptt. of Heavy Industry) OM No. 1(){j7t92-PE. 

XII dated 10.2.1995]. 
Comments of the Committee 

(Please see Para 22 of Chapter I of the Repon) 
Recommendation (SerIal No. 11) 

The Committee note that apinst an order for 4S8 lakbs gunny bags 
placed by CCI in 1983-84, the suppliers short supplied 68.65 lakh bags. 
Instead of making efforts to know the re8SQDS for the short supply· of bags 
against the fint order, the corporate office placed another order at a 
higher rate with the same supplier with this the remaining bags of first 
order were also supplied leading to avoidable loss of Rs. 52.51 lakhs. A 
case was filed by CBI in this regard against some ex-officials of the 
Company which is still sub-judice. 

The Committee are of the firm opinion that there is urgent need to 
strengthen the CoUlpany's Material Management Department and internal 
audit system 10 that such irregularities immediately could come to 
knowledge of Management and remedial steps taken urgently. The 
Committee would await the decision of the court in regard to the cuo filed 
by CBI apinst the ex-official of the Company. 

Repl, of the Government 
CCI is making efforts for strengthening ita Materials Management 

Department and the Internal Audit. The Materi'" Management Deptt. 
hu been restructured and a number of official from outside have been 
inducted. Strict contrel is being exercised on the activities relating to this 
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Department. The Internal Audit of the Corporation has also been 
strengthened and its frequency has been increased. Professional Auditors 
have been apPointed in each ZOne and the Units for internal audit. 

Comments of Audit 
" The internal audit and material management wings have been streng-
thened by CCI. 
[Ministry of Industry, (Deptt. of Heavy Industry) OM No. 1(}1)7t92-PE. 

XII dated 10.2.1995]. 
Recommendation (Serial No. 12) 

The Committee are satisfied to learn that cel has marginally improved 
its export performance from 1500 MT in ,l991-92 to 7600 MT worth 
Rs. 1.24 crores in 1992·93. But they are of ttie view that a lot still remains 
to be done. So far the Company has been able to export cement to 
Bangladesh only. The Committee desire that CCI should explore further 
markets in neighbouring countries like Nepal, Sri Lanka, Burma and 
Pakistan etc. Efforts should be made to enter into bilateral agreements. 
The Committee also desire that in future if any new plants is to be added 
to CCI, it should be near the port as far as possible so that the Com~ny 
can augment their export potentials. 

Reply of the Government 
The observations of the Committee have been noted. 

Comments of Audit 
No new plant is under Government's active consideration. Hence. no 

comments. '-
[Ministry of Industry, (Deptt: of Hcavy Industry) OM No. 1O/67/92-PE. 

XII dat<:d 10.2.1995]. 
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RECOMMENDATIONS WHICH THE COMMITTEE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S REPLIES 
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CHAPTER IV 
RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF 

GOVERNMENT HAVE NOT BEEN ACCEFI'ED BY 
THE COMMITI'EE 

Recommendation (SerIal No. 10) 
The Committee find that shortaacs for RI. 122.43 lakhs of A and B class 

stores noticed in 1986 had not been properly accounted for by the 
company and the same were written off without giving adequate reasons. 
The Committee are surprised to observe that althouJh a Committee was 
appointed to investigate in this regard but it did not record the reuons for 
shonages and subsequently no responsibility was fixed. They would like to 
be apprised of the reasons for the Committee having neither recorded the 
reasons for shortages/fix responsibility for the shonales. 

It also corne. out that in Akaltara Unit of CCI, shortages of stocks, 
valuing Rs. 65.70 lakhs found during 1984-85 were not reflected in 
accounts. Similarly· shonage of 23000 MT continued for more than 2 to 3 
years. In this case also, the Committee appointed by CCI had not recorded 
the reasons for this shonage. 

The Committee are perturbed to find that although enquiries were 
conducted for the lapses but no inference could be frawn as the necessary 
records regarding the cases were not available. 

Reply of the Government .... 
CCI is constituted a Committee to look into the matter relating to 

shortages. This Committee will submit the Repon within next 3 months 
and the Hontble CommiStee will be apprised of the findings in due course. 

Comments of Audit . 
CCl's reply is not consistent with the Committee's recommendation as 

the Committee desired to know the reasons for neither recording the 
reasons for shortages not fixing responsibility for shortages by the 
Committee constituted by CCI. Instead CCI has constituted one more 
Committee to look into the matter. The Repon of the Committee is due 
by December, 1994. 

Further reply of tbe Government 
CCI has intimated that the Committee has not yet furnished its Report 

and has sougllt extension of time. The Committee has been directed to 
expedite its Report. 

[Ministry of industry, (Deptt. of Heavy Industry) OM No. 10167192-
PE.XII dated 10.2.1995]. 

Comments of tbe Committee 
(Please see Para 25 of Chapter I of the Report) 
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CHAPTER V 
RECOMMENDATIONS m RESPECT OF WHICH FINAL REPLIES 

OF GOVERNMENT ARE STILL A WAITED 
Recommendation (Serial No.2) 

The Committee find that aecordinl to tbe micro objecttve of CCI as 
approved by the Government in February, 1984, the Company inter-,/i, 
aimed to emerle as a &rowinl and impOrtant leader in the production of 
cement in the country by creatin, additional capacity either by expansion 
or by improved tcchnolo,y or by senin, up new cement plants to emerle 
as the largest seller of cement in the country and to continue to perpetuate 
and improve upon the same position by constant increase in the production 
capabilities. 

The Committee arc. howevcr. distressed to note that instead of 
emerling as the leader in the industry, CCl's share in· the total cement 
production of the country has been very meagre in the past few years. In 
the year 1990-91. its production was 6.29 percent of country's production 
of 455 lakh tonnes of cemenl. The Company attributed this state of affairs 
to the change in external environment policies, lack of funds and 
increasing number of private companies in the cement sector. The 
Committee arc. however. of the opinion that within these constraints, 
there is stil.1 scope for CCI to improve their capacity utilisation and achieve 
the objective of increasing its share in the cement market in the country. 

The Committee arc also unhappy with the views of Government that, 
CCI is also not in a position to play an effective role in the cement market. 
It appeaJ'5 to the Committee that the Government have tacitly decided to 
accord a low priority to this Sector. The Committee arc of the view that 
cement industry. being one of the most important industries which play a 
crucial role in developinl infrastructure cannot be left like tat. They, 
therefore. urIC that the Government should work out a comprehensive 
proposal for strengthenin, CCI and provide additional investment where-
ver necce5.'iary 50 that it can accomplish its well defined objectives. 

Reply or tbe Government 
Constant efforts arc made to improve the capacity utilisation and overall 

performance of CCI. The Government is considering physical and financial 
restructuring of cel with a view to improving its performance. 

Commenls or Audll 
The Company in its reply to Government vick their letter No. DFlCap.Rcst. 

\H·I).vSJ(l~·~ d .. tcd 3U.1M in connection with Capital Rcstructuring Plan 
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Itated that if the availability of Power. Coal and WaBonl II Improved the 
capacity utilisation in the viable plants (Bokajan. Rajban, Ycrra,untl •• 
Adilabad and Tandur) can be improved upto 85·90 percent. Further action 
taken by the Government with 'regard to the availability of coal. power and 
waBons has .oot been stated .. 

As rcgards the proposed capital restructuring. the Company'l proposal 
lubmitted in January, 1994. is yet to be approved by Government. 

Furlber repl)' of lb. Government 

Allocation of coal to various cement plants, both In public IOctor u well 
as r*-ivatc sector is done by the standln, LlnkaBe Committee under the 
Oepit. of Coal depending on the past performance and the demand in 
respect of the individual units. 

Allocation of wagons i5 done by the concerned Railway authoritie •. 
Dcptt. of Heavy Industry has becn taking up the matter with the 
concerned Deptts. for auamentation of coal and waJOn supply, U an~ 
when requested by ecl. 

As regards availability of power also, Deptt. of Heavy Industry has been 
taking up the matter with the concerned State Governments from time to 
time for favourable consideration of CCl's request for augmentation of the 
power supply to the concerned units. 

Stcps arc beina taken to have the Government decision of CCI'. 
rcstructurina expedited. . '--

[Ministry of Industry. (Deptt. of Heavy Industry) OM No. 10167192· 
PE.XII dated 10.2.1995]. 

Comments of the Commltt. 

(Please $11 Para 7 of Chapter 7 of the Report) 

Recommendation [Serial No. 5(1») 

The Committee are perturbed to find that the Tandur Project which was 
originally ~eduled to be completed in June, 1982, was completed In June, 
1986. The expenditure incurred on the Project upto 31st March. 1992, was 
Rs. 15 .. 15 crores as a,alnst the oriainal estimates 01 RI. 5.4 crores 
approved by the Government. Not only was there time and cost overrun 
but it took 13 months to It art the Commercial production after completion 
of the project. The reason for the delay in start of commercial prociuction 
has been stated to be the financial problems faced by the turn key suppUers during 
the trial production and they· clo5cd the work. What is more diJtreasilll il the 
fact that althoush all the plant and machinery' for the project were 
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procured on turn-key basis yet the company failed to encash bank 
iuurllntce lifter the contractors Ws. ABL Limited failed to carry out the 
performance guarantee tcst. 

The Ministry of Power is stated to have advised a,ainlt the encuhment 
of the bank guarantee. To the Committee, the role of the Ministry of 
Industry docs not appear to be worth appreciatinl as they failed to pursue 
the matter vigorously with the Ministry of Power and performance 
guarllntec Illpsed in the meantime. The Committee also take a serious note 
of thc fact thllt not only in the case of Tandur Project in mOlt of the cases 
company WIlS unable to get the performance luarantee service for the 
plants. 

Similllriy. the Clinkcrisation Unit of Nayagaon ExplDlion Project which 
was scheduled to be completed in April, 1986, was completed in October. 
1987. and as against the original estimates of RI. 6S crores approved by 
Government the actual expenditure incurred upto 311t March, 1992. was 
Rs. 150.37 crores, here also the commercial production started only in 
May. 1990. In the case of Nayagaon Elpansion Project also defective 
equipmcnts. systems and designs were stated to have been supplied by the 
Turn-key supplier resulting in number of failures of equipments and more 
time taken in stabilisation. The Committee have been informed that 
defective equipment for Naya,aon Project were purchased durin, the 
pcriod 1984-87 and there were delays in placing and execution of the order 
for design. engineering & supply of Bulk Conveyor System by the supplier. 
The Director In-charge of the Project was charge-sheeted for some of these 
lapses just a month before his retirement. The Committee are surprised 
that although the Ministry was in receipt of the quarterly progress reports 
from eCI yet the fact reaardin, the dubious dealinls of the then Director 
(Projects) who subsequently joined one of the suppliers came to the notice 
of the Ministry just a month before hts retirement, althouJh -the charges 
against the Director did not relate to the dealings with this particular 
supplier. The Conlhlittee can onlyexpress their unhappiness over the fact 
that the then Director got the matter stayed through the High Court in 
November. 1991. and there is no possibility of an early vacation of the 
stay. The Committee desired that efforts should be made to act the Itay 
vacated and steps taken for his prosecution. They. also desire that 
responsibility should be fixed for delay in execution of all these projectl. 

Recommendation [Serial No. 5(2)] 

The Bhatinda Grindina Unit of Nayagaon Expansion Project which 
was acheduled to be completed by April. 1986. as per the DPR has not 10 
far been completed due to delayed clearance by Ministry of Environment 
and Forest which wu received only in February, 1993. The Committee are 
Istonished to observe that after incurring a sum of RI. 8.62 crofes as on 
311t March. 1993. the fate of the Project is uncertain, since the CCI has no 
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funds to execute the Project and the Ministry of Industry have allo shown 
their helplessness in the matter. The Committee haye been iDforme~ by 
the Secretary, Department' of Heavy Industry that an case the Dhalinda 
Grinding Unit is! not set up, half of the Clinker produced at Nayalaon 
would go waste. The Committee express their displeasure over the delay in 
taking a decision in the matter and desire that a final decision relardin, 
the fate of the Bhatinda Grinding Unit should be taken without Iny 
further delay and the Committee apprised in the matter. 

Yerr,agunlln Expansion Project was the third project of the Seventh Plan 
which Wl5 5Cheduled to be completed in April, 1987. However, the project 
has not so rar been completed. In the meantime, the cost of the project 
which w8S.llpproved at Rs. 7S.72 crores in April, 1981. is expected to go 
upto Rs. 307 crores. The cbst went up initially because the Government 
could not provide necessary funds for the project and subsequently the 
contractors referred the case to Arbitration demanding an unreasonable 
escalation in prices. The Government subsequently decided that it may not 
be possible to go through the projec,t because the IRR of the project has 
gone down, The Committee of Secretaries to whom the matter was 
referred al50 recommended in December, 1992, that the project be wrlund 
up, However. the Government have not been able to take a final decision 
so far in regard 10 the future of the Yerraguntla Expansion Project. The 
Committee arc unable 10 understand the failure of the Government in 
arriving al a final decision in respect of the recommendations made by the 
Committee of Secretaries for closure of the project. They would urge the 
Government to take a decision in regard to the future of the project 
without any further loss of time under intimation to the Committee. 

Reply of the Government 

Efforts arc being made to get an early vacation of the stay. However, 
the Central Vigilance Commission (CVC) have observed that there is no 
provision in the CCl's Conduct. Discipline and Appeal Rules for continua-
tion of the departmental proceedings after retirement. The matter relating 
to departmental enquiry has been treated as closed at CVC's end. 

Keeping in view the CVe's recc~mendations in this regard, Govt. has 
asked CCI to take legal advice on the further action to be taken to 
safeguard the interest of CCI as well as general public interest. 

For fixing the responsibility for delay in execution of all the projects. 
CCI is constituting a Committee which will examine the reasons for delay 
in the various projects. The Committee will submit their report within next 
four months. 

As regards a decision on the Bhotinda Grinding Unit. this issue has been 
included in the physical and financial restructuring proposal being consi-
dered by the Government. 



As for the future of the One Million Tonne Yerra8untla Expansion 
Project of CCI, it is reiterated that the future of this Project is under 
consideration of the Government and a decision is likely to be taken 
thereon. 

Comments of Audit 
Management has informed that legal opinion from an advocate is being 

taken shortly. 
As regards formation of a committee by CCI for fixing responsibility for 

delay in execution of all projects the same has been formed by Office 
Order No. DF/83/COPU/94/6216-6222 dated 7.9.94. The Committee 
is to submit its report within four months of its constitution i.e. by 
6.1.1995. 

With regard to Yerraguntla Project and Bhatinda Unit. the decision of 
the Government. on restructuring plan is awaited. 

Further reply of the Government 
The Committee set up by the CCI has not yet submitted its report and 

has sought extension of time beyond 6.1.1995. Legal advice will be taken 
after the report of the Committee is available. However. in order' to avoid 
recurrence of such cases in future. CCI is being directed to examine the 
feasibility of amending the CDA rules to make necessary provision for 
taking action against the gUilty officials even after retirement. 

The proposal on restructuring of CCI has been examined in consultation 
with the concerned Deptts,; and steps are being taken to get the Govt. 
decision thereonexpedit~1L 
[Ministry of Industry. (Deptt. of Heavy Industry) OM No. 10/67/92-

PE.XII dated 1O.2.1995}. 
Comments of the Committee 

(Please see Paragraph numbers 13 and 16 of Chapter 7 of the Report) 
Recommendation (Serial No.8) 

The Committee note that Cement Corporation of India Limited has 
been incurring losses continuously over the past many years though it 
earned a profit of Rs. 2.10 crores in 1991-92. The cumulative loss of the 
company as on 31st March, 1993, stood at Rs. 230.22 crores. To bring CCI 
out of the crisis the Ministry approved capital restructuring of the company 
in August, 1991 whkh inter-alia envisaged conversion of plan Joam of 
RI. 41.75 crores into equity, moratorium on repayment of loans. interest 

. holiday for one year etc. The Company on Its part agreed that it would 
pay the dues from 1990-91 onwards and improve capacity utilisation. 
Contrary to what was agreed upon. the Committee observe that cel could 
not fulfil the conditions for availing the restructuring. 

The Committee have been informed that CCI subsequently submitted 
second restructuring proposal in December, 1992. in order to be able to 
perform better. In turn, the Ministry asked the Company to prepare a 
comprehensive proposal indicating performance analysis of individual units, 
relief sought from Govt. and expected targets to be achieved etc. The 
Committee are distressed to find that eCI has not yet submitted the 
comprehensive unit-wise proposal sought by the Ministry. Thus. no final 
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decision has been taken and implemented firmly by either CCI or the 
Government as far as capital restructuring is concerned. The Committee, 
therefore, recommend that a final decision regarding the capital restructur-
ing of CCI should be a,rrived at within three months of presentation of this 
Report after careful and judicious analysis of all the factors. 

Reply or the Government 
CCI have submitted proposal for financial and physical restructuring, 

which is being considered by the Govt. in consultation with the Depart-
ments concerned. The restructuring proposal includes disposal of unviable 
units of ca. After a decision is taken by the Govt. on this proposal, 
further steps will be initiated for formulation of specific proposals 
regarding the disposal of individual units and for financial restruclUring. 

Comments or Au'dU 

CCl's proposal for financial and physical restructuring is pending with 
Govt. for approval. 

Further reply of the Government 
CCl's proposal for restructuring has already been examined by tqis 

Deptt. in consultation with other concerned Deptts. Steps have been taken 
to seek the approval of the competent authority with a view to expediting 
the Govt. decision on the restructuring. 
[Ministry of Industry, (Deptt. of Heavy Industry) OM No. 10 167/92-

PE.XII dated 10.2.1995]. 
Comments oC'the Committee 

(Please see Para 7 of Chapter 7 of the Report) ___ 

Recomlptndation (Serial No.9) 
The Committee find, that 'in order to improve their performance and get 

rid of the loss making units which had remote' or no possibility of 
becoming viable due to high break even point, old technology and high 
cost ot o~ration, CCI had recommended for the disposal of three units 
viz. Charkhi Dadri, Kurkunta and Nayagaon. The Committee were given 
to understand that the idea behind disposing of the units is to get rid of the 
losses associated with these units and to improve the performance of other 
units as the budgetary support is not forthcoming from the Government. 

The Committee regret to note that although the porposal for disposal of 
two units of Kurkunta and Charkhi Dadri was sent to the Ministry in June 
1992 and for Nayagaon Complex in September, 1993, the Government 
have failed to arrive at any conclusion and have further asked for unit-wise 
information from CCI. The Committee recommend that Government 
should constitute a Committee of experts including financial experts which 
should go into details and weigh all the pros and cons of disposal of these 
units and submit its report within three motnts. After the report of this 
Committee a final decison regarding the fate of these units should be taken 
by Government and the Commiltee apprised of the same. 
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Reply of the Government 

As already indicated in reply to Recommendation No.8, the proposal of 
CCI for physical and financial restructuring of the Company is already 
under consideration of the Government. The restructuring proposal 
includes disposal of unviable units of CCI. After a decision is taken by the 
Government. on this proposal, further steps will be initiated for formula-
tion of specific proposals relating to disposal of individual units. 

Comments of Audit 
Ministry's reply is an interim one Hence, no comments. 

Further reply of the Government 

CCl's proposal for restructuring has already been examined by this 
Deptt. in consultation with the other concerned Deptts. Steps have been 
taken to seek approval of the competent authority with a view to 
expediting Government decision on the restructuring. 

[Ministry of Industry, (Deptt. of Heavy Industry) OM No. 10/67/92-
PE.XII dated 10.2.1995]. 

Recommendation (Serial No. 13) 

The Committee note that Damodhar Cement & Slag Limited (DCSL) 
located in Purulia District of West Bengal because a subsidiary of Cement 
Corporation of India w.e.f. 24.5.1983. In January, 1992. the equity holding 
of CCI in DCSL was revised from 51 % to 90% with the remaining 10% 
being held by West Bengal Industrial Development Corporation. The 
Committee have been informed that even after acquiring 90% shares of 
DCSL, the CCI has no majority in the Board of Directors of DCSL which 
could be workable and practicable for the purpose of controlling its 
interest and thereby improving the performance of DCSL. The Committee. 
therefore, urge that immediate action should be taken to transfer the 
remaining 10% equity to enable it to have better control over the 
functioning of DCSL and to improve the performance of the subsidiary. 

The Committee have been informed that the Managing Director of 
DCSL has been placed under suspension for serious acts of misconduct 
involving his integrity. He is alleged to have shown undue favour to certain 
private parties in awarding contract of C&FlHandling Agency in violation 
of prescribed procedures by granting extension thereby causing undue 
financial gain to them, getting the work of transportation of cement of 
higher rate, furnishing false and misleading information to DCSL Board 
and defying various resolutions / directions passe~ by the Board of 
Directors of DCSL. The Committee feel that these arc charges of serious 
nature and, therefore, they recommend that the disciplinary proceedings 
against the Managing Director of DCSL I;hould be completed expeditiously 
and suitable action tak.en against him under intimation to the Committee. 
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Damodhar Cement & Slag Limited (DCSL) is situated in a deficient 
area in the State of West Bengal where there is no other public sector 
cement plant. The Committee', therefore, recommend that Government of 
India should take fup with the State Government of West Bengal the 
question of giving purchase preference to Damodhar Cement & Slag 
Limited in some of the Districts around the Plant. 

Reply of the Government 

CCI is presently having 90% holding in DCSL, which is more than 
enough to enable the Holding Company to ~ve effective control over the 
subsidiary. Presently, the Board of Directors of DCSL consist of 
6 members, namely, three Directors from CCI and one each from IDBI, 
IFCI & WBIDC. Due to liquidity probltms being presently faced by the 
Holding Company (CCI), it 'has not been possible for them to make 
payment to WBIDC towards purchase of 39% shares. Therefore, transfer 
of remaining 10% equity to CCI at this stage would not be feasible. 
Moreover, DCSL has since been referred to BIFR and its revival is being 
considered by the Board. 

As regards disciplinary proceedings against Shri Joseph Polycarp, the; 
Managing Director, DCSL (presently under suspension w.e.f. 10.6.1993), 
necessary inquiry against the Charged Officer have already· been initiated 
and Preliminary Hearings in this case were held on 6.10.1994 and 
28.10.1994 by the Inquiry Officer. The Committee will be apprised of the 
outcome of the disciplinary proceedings in due c~)Urse of time. 

As far as purchase preference to DCSL is concerned, the Company is 
presently under reference to BIFRand as directed by the Board, the 
Company bave already prepared a rehabilitation package, which- is being 
considrcd by Operating Agency. The revival package does not envisage 

J 

any assistance from the Government of India. However. Government will 
considered necessary possible assistance to the company, whenever re-
quired. 

Comments of Audit 

(i) As regards transfer of balance 10% of equity to eCI, decision 
would be taken after clearance from llIFR for rehabilitation package. 

(ii) The departmental disciplinary proceedings against the then Manag-
ing Director of DeSL is in_ progress. 

(iii) According to the Management "Request to the State Government 
has been made for issue of purchase and price preferences from DCSL. 
The State Government has not yet issued any directive in this regard. 

[Ministry of Industry. (Deptt. of Heavy Industry) OM No. 10/67/92· 
PE. XII dated 10.2.1995) 



APPENDIX I 
MINUTES OF TIlE 24TI1 SI'ITING OF COMMIlTEE ON PUBLIC 

UNDERTAKINGS HELD ON 22ND MARCH, 1995 
The Committee sat from 1S.00 hrs. to 16.00 hrs. 

PRESENT 

1. Shri Pravat Kumar Samantaray - In Chair 
2. Shri Ramesh Chennithala 
3. Prof. (Smt.) Savitbri Lakshmanan 
4. Shri B.M. Mujahid 
5. Shri Virendra Singh 
6. Shri Jagesh Desai 
7. Shri Deepankar Mukherjee 
8. Shri Suresh Pachouri 

SECRETARIAT 

1. Smt. P.K. Sandhu Director 
2. Shri P.K. Grover Under Secretary 

OFFICE OF THE COMPTROLLER " AUDITOR GENERAL OF INDIA 

1. Shri Ramesh Chandra Chairman, Audit Board 
2. Shri R.N. Ghosh Director (Commercial) 

REPRESENTATIVES OF MINISTRY OF CHEMICALS AND FERTlUZERS 
(DEPARTMENT OF CHEMICALS " PETRO-CHEMICALS) 

1.. Shri Vinay Kohli loint Secretary (Chemicals) 
In the absence of Chairman, the Committee chose Shri Pra'Vat 

Kumar Samantaray to act as Chairman for the sitting under Rule 
258(3) of the Rules of Procedure and Conduct of Business in 
Lok Sabha. 

I. ConsideYatibn and Adopdott-- of Draft Action Taken Report on 
Cement Corporation of India Limited 

2. The Committee considered the draft report on Action Taken by 
Government on the recommendations contained in Thirty-Fourth 

• Appeared before the Committee of the Draft Action Taken Repon. 

25 
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Report of the Committee on Public Undertakings (1993-94) on 'Cement 
Corporation of India Limited' adopted the same with the following 
modifications :-

On Page 6, Para 10, add at the end "and the Committee apprised of 
the action taken on both these Reports within one month of 
presentation of this Report." 

3. The Committee authorised the Chairman to finalise the Report on the 
basis of factual verification by MinistrylUndertaking concerned and Audit 
and to present the same to Parliament. 

II. Evidence of the representatives of Ministry of ChemicaLs &: Fertilizers 
(Department of ChemicaLs and Petro-Chemicals) in connection with 
the examination of Hindustan Organic Chemicals Ltd . 

• • • • • • 
The Committee then adjourned. 



APPENDIX II 

Analysis of the Action Taken by Government 011 the I'('('olllllltlldatioll.l 
contained in 34th Report of the Committee on Public UlldmakillgJ 

(Tenth Lok Sabha) on Cement Corporatioll of /lIdia Limited 
I. Total number of recommendations 13 

II. Recommendations that have been accepted by the 7 
Government (Vide recommendations at SI. Nos. 1. 3. 
4. 6. 7. 11 and 12 
Percentage to Total 

III. Recommendations which the Committee do not 
desire to pursue in view or Government's replies 
(Vide recommendation at SI. No. NIL) 
Percentage of total 

IV. Recommendations in respect of which reply of 
Government has not been accepted by the Commit-
tee (Vide recommendation at SI. No. 10) 

53.85 
NIL 

NIL 

Percentage to total 7.70 
V. Recommendations in respect of which final replies of 5 

the Government are still awaited (Vide recommenda-
tions at SI. Nos. 2. 5, 8, 9 and 13) 
Percentage to total 38.45 
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