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- INT. RODUCTION

1, the Chairman, Commxttee on Public Undertakmgs, having been authori-
sed by the Committee to submit the Report on their behalf, present this
Forty-fifth Report on the Action taken by Government on the 'recommenda-
tions . contained in the Thirty-first Report of the Committee on Public Un-
dertakings (Third Lok Sabha) on Alloy Steels Project and Coal Washeries
Proiect of Hindustan Steel Ltd.

The Thirty-first Report of the Commxttee on Public Undertakings was
presented to the Lok Sabha on the 25th April, 1966. Government furnished
their replies indicating the action taken on the recommendations contained in
the Report on the 31st January, 1967 and 16th January, 1968. Further
clarification in respect of certain recommendations was called for from the
‘Government on the 10th July, 1968 and rephes thereto were received on the
3rd December, 1968 and 5th March, 1969. - The replies of Government to
the recommendations contained in the aforesaid Report were considered and
approved by the Committee on the 9th April, 1969 and the Chairman was
e(t:uthonsed to finalise the Report onthe basisof the decisions of the

ommittee. ,

.~ 3. The Report has.bet_:n divided into the following five chapters:

() Report. ; »
(i) Recommendatlons that have been accepted by Government,

(i) Recommendatxons which the Committee do not desire to pursue
in view of the Government’s reply.

(iv) Recommendations in respect of which replies of Government have
not been accepted by the Committee.

(v) Recommendations in respect of which final rephes of Government
are still awaited.

4. An analysis of the action taken by Govemment on the recommenda~
tions contained in the Thirty-first Report of the Committee is given in Appen-
dix IV. It would be observed, therefrom that out of 51 recommendations
made in the report 63 per cent have been accepted by Government. The
Committee do not desire to pursue 21 per cent of the recommendattons in
view of Government’s reply. Replies of Government in respect of 16 per
cent of the recommendatxons have not been aocepted by the Commxttee. '

Gr. S. DHILLON,'
i Chairman,
& : Commmee on Pubhc Undertakings
New DerH1;
April, 23,1969 - -
Valsakha 3, 1881 (8) -



CHAPTERI . .

REPORT

A Productmn Advrser——»Paras 21—-)25 of Tlurtv-Frrst Report (Thu'd Lok
o ity 8 - Sabha : ‘

Recommendatron (Senal No. 5)

T he Commxttee were mformed during evidence by the Secretary of the
Ministry that there was delay in the commencement of the Alloy Steel Project
of HSL :due to delay in the appointment of Production Adviser. - He added
that the necessity of having a Production Adviser was forcibly” brought to the
notrce of Government only in the (Detalled Pr o_;ect Report). ‘

2. The Commxttee, in para 25 of their 31st Report had therefore, recom-
mended as follows: .

“It.appears that Government at the time of appomtment of the consul-

. tantsdid not realise that in addition a Production Adviser will be needed

. due to the incapacity of the consultants to discharge that function. . When

-this was brought to their notice time had to be taken in selecting a_suitable

Afirm. This process was unnecessarily prolonged as it took over 20

-, months to appomt a: Productton Aduviser after the appomtment of the
e CORSUMANE, 2 o i s % ;

3 lhe Government i in their reply have now stated that they were aware
that the Production Adviser will have to be appointed and that the agreement
with the consultants provided that they would indicate particulars about the
talent and the sources available within the country and abroad in this regard.
It:has also been claimed. that Production Adviser was appointed within 11
months of the submission of DPR by the consultants or in about ﬁve months_
after the acceptance of the project report.

-4.:The reply of the Government-is not satisfactory. ' It brings forth a clear
contradiction to the earlier statement of the Secretary of the Ministry during
evidence that the necessity of having a Production Adviser was forcibly brought
to the notice of the Government only in-the DPR.  The fact thatthe Govern-
ment knew at the time of appointment of consultants that Production Adviser
would be needed, only fortifies the truth that process of selecting the Production
Adviser ‘was unnecessarily prolonged and it took over 20 months to appoint a
Production ‘Adviser after the appointment of the Consultants. While the Con-
sultants took seven months from the date of their appointment till July, 1960
when they recommended the appointment of M/s Atlas Steel Ltd. as Production
Advisers; the Government took 11 months to approve their : ‘appointment in
June, 1961 and took another over two months to conclnde an agreement with
them in September, 1961. :

5. The Commrttee l'eltel‘att‘r ?hﬁl[ t’ﬂl’llﬁl' recommenﬂation ﬂiat the tune
taken by Govemment in selecting the Production Adviser was unnecessarily
prolonged. “They regret that conflicting statements have been made by Govem-
ment in this connection at different occasions, =
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B Deta:led Project Reportml’atas 26——28 of Thxtty-Fxrst Report (Thml
Lo Sabha)

Recommendahon (Senal N 0. 6)

- 6. The DPR was subnntted by the consultanis on the 29th August, 1960.
lt was originally approved by Government on 28th February, 1961, but was
finalised after obta:mng the views of Productxon Advxsers in February, 1962.

7. The Committee in para 28 of the Report felt that the time of 1 12
years taken in approving the DPR was too long. Perhaps it was not neces-
sary to send it to all the parties mentioned in'para 26 of the Report who neces-
sarily took their time on scrutiny. If a sense of urgency was shown it
should have been possxble to reduce tms tnme consxderably :

8. The Govemment in their reply have contested the penod of delay
nnd stated that the project - report was approved in February, 1961 i.e.
in about 7 months’ time. Further time was, however, taken in obtaining the
views of the Production Adviser and to modify the report to the extent
necessary in view of these comments. _

9, Reply of the Government is not convincing. The contentlon of the
Government that they took only 7 months to approve the report is not correct,
The project report was submitted by M/s Dastur & Co. in Aungust, 1960 and
was finally approved by HSL in February, 1962 after obtaining and considering
the comments of the Production Adviser. Scrutiny of the project report by the
Production Adviser and the modification of the report to that extent was cer-
tainly a part and parcel of the process of approval of the project report by the
anthorities, though it counld well be appreciated that this additional time of one
year from February, 1961 fo February, 1962 could have been reduced by at least
six months, had the Production Adviser been - appomted before the appointment
of the Technical Committee. For in that case.a joint scrutiny could have been
made by the Technical Commnttee and the Producﬂon Advxser. ;

10, The Committee reiterate that had a sense of urgency been shown and
timely efforts made it should have been possnble to reduce this tlme
considerably.

C. Comtruetion and Commissioning—Paras 42—-—46 of the Tiurty-Flrst
: ‘Report (Third Lok Sabha) !

Reeommendaﬁon (Senal No. 10) -

1. The Detmled PmJect Report envxsaged completxon of all the prelx-
mmary stages within 12 to 15 months. The time actually taken. for: their
completion was 30 months. - The Committee found that even after the
approval of Detailed Project Report, Government had taken three months

gwe approval for the issue of instructions to tenders. - After inviting
ten . it took. nearly a year . for the ultimate selection of - suppliers.
The Commmee came to the conclusion - that ‘the entire work had
proceeded in a liesurely manner. In none of the various stages could
it be said thatdelay wasinevitable. Had 'a purposeful effort been made
1t should have been possxb}c to reduce the delay cons:derably ;

12. ,Government in thexr neply have saxd that DPR submitted by the con~
sultants was approved in February, 1961 but the revised Project Report was
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approved in February;: 1962 by HSL after obtammg theé comments of Pro-
Fduction Advisers and the Consultants. - Government’s approval to the issue
of invitation to tenders was conveyed in May, 1962 when the ‘revised Project

Report was approved by them. The ultimate selection of the Suppliers did
‘take” 'some time because of the' complex nature of the project and the alter-
native ‘proposals offered by the equipment suppher as' also the avallabxhty
of forelgn credit for ﬁnancme the cost of" the prq;ect :

- 13. The reply of the Government is not satisfactory. Government approved
the Project  Report  originally on 28-2-1961. It was approved by HSL in
‘February, 1962 Government took another 3 months. to approve the revised'
pro;ect cost and thus Government, approval to invite tenders was conveyed
in. May, 1962. - As already stated the period of the final approval of .the DPR
“could have been reduced at least by six months  had the Production = Advisers'
been appointed in time i.c. before the appointment of Technical Committee on
13-12-1960.. and. had a joint:scrutiny been undertaken. - Granted that the time
of 3 months taken by the Government in examination of the revised Project. Cost:
was considered to:be reasonable, the time of about:a year: taken:in the selection
 of suppliers  does not appear to be justified.. “The Committee therefore, relterate
(thelr recommendatlon that the entlre work has proceeded ina lelsurely manner. ¥

D Delay in constructlon due to Consultants——Paras 53——56 of the
Tlnrty-ﬁrst Report (Tlurd Lok Sabha)

‘,:‘f‘R;'commendatlon (Senal No, 12)”:“' e

» 14 The Consultants were supposed to issue all the specnﬁcatlons from
May, 1962 to January, 1963. The Committee were informed ‘that there had
been delay in the sr%@mssxon of 24 major specrﬁcatlons by the consultants

15. The Commrttee felt: that a very lenient' " view had’ been taken of :
the slow progeess of work by the Consultants. There had ‘been delay
from the very beginning. Soil  investigation, which was to: have been com-
pleted by July, 1961 was completed in January, 1962. Soil preparation which
was_to have been done between February, 1961 and February, 1962 was not
completed even. by the 30th. Jure, 1964. The progress achieved by 30th
June, 1964 was site levelling, ¢ 84 per cent and embankment, 50 per cent.

16, In their reply the Ministry furnished the following mformatlon

: “The progress of the consultants has been reviewed on several occa-
o sions. ‘Some of the delays on their part were due to nontreceipt of data
- from the Equipment Suppliers.  This data, according to ithe consultants, .
was necessary for them to prepare the specifications.” ) gards delay.

in soil investigation and soil preparatron, the Consultants

~ the delay due to the late appomtment of contractors who w_

* the ‘actual work.”

e iy Addmonal mformatlon was called from the Mmlstry They swete!
asked to state as to how far the explanatxon given by /the consultants that
soil investigation and soil preparation were delayed due to latesFappoint-
ment of contractors was true and the time by which the'appointment of con-
-tractors was’delayed ‘and the reasons therefor Who was respon51ble for

vtms delay in appointment?

“# ' A Note regarding Para 13 subm:tted by HSL at the time of fgctu‘d Vev 1ﬁcauon may
be seen at Appendzx——lll ok

M8 LSS/69-2:

>‘
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B In ,np;y the Ministry have stated that assuming February - 1961 as the.
dateto proceed with the project, the soil investigation and site levelling.should -

have beer cdmplgmd ‘by August, 1 961_,aﬂdvv:1?ebm_ary,‘A 1_59‘62.‘;respm,\felyr;

s ETPRMMIARR BT 3 Eil e D BRI S BT RO T 3 08 ¢ RN R R S R e
-+ 19. - As regards soil investigation Ministry have explained a delay of about:
6 months due the termination of the-contractof a reputed Calcutta firm as
their work was not found 1o be satisfactory and the work had to be entrusted
to another contractor. So far as site levelling was concerned the contract
for the same was awarded in Aptil, 1962, . Jnthis case again the'work of the
contractor: was - found to be-slow. - Tt may be : observed . that the Ministry
have not indicated in this case as to when the woérk was actually conilpleted.
Thus it is difficult to determine the extent of delay in this case. They have
mérely stated that the placement of contracts -was not really the factor -con-
tributing to delay in the execution of soil inivestigation and site levelling.
O3 ST it L 238 P N J;: SR L i 1 Ty K et
i3 30 Regarding :defay dn--soil - investigation: and; :soil preparation: the - Con-
sultants: explained : the delay due' to: the late appointmerit : of Contractors.
This: epinien of the Consultants was coitveyed by the - Ministry without any
comtiments in theit eatlier reply:  The :Govermhent have- laid the blame on the
Contractors. - But - théy have not stated whether: diiy sction has: been. taken
s‘gﬂm the contractors regarding delay on their part in the execution

21. The Government cannot thus escape their responsibility. The Com-

mittee recommend that the perfortance of the cortractors should be carefully
‘examined and the clause providing for the items of liquidated damages should
Do Mrlcly MOOROR. . . oo e T A et T e s
E. Delay in the Construction and Commissioning of the Projéct—Paras

-~ 58--66. of the Thirty-First Report (Third Lok Sabha)

‘Recommendations (Serial Nos. 14, 15 and 16)

22. The Committee had found that there had been delays by the suppliers
and contractors. “Thus they recommended -that before 'ﬁynal payment was
made to them, the performance of each should be carefully examined and the
clause providing for the levy of liquidated damages should be suitably invoked.
(Serial No. 14) ' TR it by
23. The Committee further noted that the Project had not assessed the
loss suffered or extra exependiture incurred by it on account of the delay
in construction/commissioning. . The Project authorities amdmitted that it
would be desirable to calculate such losses but they stated that it could be
done comprehensively only at the completion "of the Project. -The
Committee recommended that such calculation—though it might be a little
rough—should be made concurrently so that the consequences of delay in
construction/commissioning were ‘brought home to  all concerned more

pointedly. (Serial No. 15)

24, The Committee found that the‘fcbnSUItants and contractors have
been blamingeach other for: poor progress in construction. " The Committee
observed that this could be attributed to poor coordination and ¢gptrol.

< The Committeg regommended that those retPonsibile for the delays shoutd
be penalised and proper supervision exercised in future. . (Serial No. 16)
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ed’ the above recom-

.25..In their earlier replnes the Mxmstry snmply ]
d from the Minis-

mendatwns -Additional informatio therefore ¢

try.. .Fhey . were asked to. state whethe any attempt h; ad been made to assess
the extent. of loss suffered or extra. .expenditure incu red on account of delay
in constru ;on/commxsswnmg since, April, 19667 * The details of such
loss/extra expenditure was and whether any action had been taken to levy
the liquidated damages as. provided .in the contract with the suppliers and
contractors :? They ‘were also asked the result of such action and if no
facuon had been taken they were asked to give the reasons therefor

26 In reply the' Mm:stry have stated that the loss incurred by. Govern~
m nt due to.the elay in the completxon of the Project beyond April, 1966
may. be put at 50 million in so far as the increase in the capital cost is

The ve, _however, stated that the loss of productlon due ito
k completlon is_difficult to quantify. Regarding levy of liquidated
damages they have stated that in such large contracts, the contractors usually
build up their prices on the basis of the Plant ‘supplying them certain’‘essential
construction materials. During the period when this Plant was under cons-
truction the supply position of cement and steel in particular and many other
items in general, was rather difficult. Considerable delays did take place
on account of non-supply of such materials in time. Levy of liquidated
damages would only invite counter claims from the contractors, and which,
if referred to arbitration, might be decreed against the Plant. Under somie
supply contracts, liquidated damages have, however, been levied. All the
main contracts have yet to be finalised and the levy of damages, wherever
necessary and possible, will be considered.

27. Thus, it would be seen that the Plant has suffered a huge loss due to
- delay in the completlon of the Project. The delay has occurred at various levels..
The Committee in Para 204 of the Report had observed that there had
considerable avoidable delay in planning and setting up the Praject.
the stage of appointment of the consultant to the stage of construction:
erection of Plant and equipment a sense of urgency had been lacking. The
huge loss now revealed by Government is all due to these delays.

28. The Government have not fixed any rosponsnblhty for all these delays
and have not taken any steps to compensate such hugeloss. - The Committee
reiterate these recommendatxons and recommend that the Government should
ma}(e a thorough enquiry into all these delays so that Iapses, if any, are avonded
in fuature.

F. Workmg Results-—l’aras 191-197 of )the Thirty First Repo:t (Thlrd Lok :
Sabha

Recommendatlon (Serial No. 49)

29. Chairman,HSL stated durm g evidence that fi ormer}y the Coal Washeries °
were considered as independent units but lately thinkingwas for treating them
as service units. But the Committee recommended that'if the washeries were .
to work with maximum efficiency at minimum cost, they should function
as independent commercial enterprises and show comparable results: with

other Yasherics in the country. If on the other hand, they are treated as -
service units, there will be no incentive for them to keep ‘their cost of prod uc-
tion down and it will perpetuate inefficiency. : v v
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30, The Govcmment in their réply have stated “that washeries are’ meant
service units only and they should not be 'made to achieve cost plus
financial results at the cost of main steel producmg units.  according to them,
the petformance of the washeries can be judged by applying other criteria
such as increase in pmductton quahty of coal washed, mamtenance etc

" 31. The Committee does not agree with the view of the G«wernment as even
tlmngh the washeries may serve as service units to HSL steel plants yet they
. have to be run on commercial basis. Though these washeries may not be made
to earn profits by supplying coal to HSL plants yet their cost of washing must
compare favourably with that of other washeries in the country and ' strenuous
efforts should be made to bring down the cost to the minimum. This will promote
operational efficiency of the washeries and also help the steel plants in achieving
better financial results. The Committee, therefore, reiterate that these washeries
should function as commercial enterpriscs and show comparable resnlts wnth
other washeries in the country. B g : A



CHAPTER II

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY
GOVERNMENT

Recommendation (Serial No., 1)

- The Committee feel. that. in the case of the consultants Government
should have stipulated :the fee for completion of the work and not related it
to time. In that case it would have been in the interest of -the consultants
also to complete their work as.quickly as possible. As events have proved

the consultants have gained by the non-completion of the wrok within the

original schedule. They will get an additional fee of Rs. 55 lakhs for the
extended period. As admitted by the Secretary of the Ministry of Iron and
Steel durmg evidence, the consultants cannot be wholly free from blame for
the delay in completron of the consultancy work. In view of this statement,
Government should be cautious in dealing with such firms. The Committee
recommend that Governmeént should ensure that they do not in future enter
into consultancy agreements on these terms. (Paragraph 11)

Reply of Govemment :
Noted.

_ [Ministry of Iron and Steel 0 M No Parl-(6)-1 1 /66 dated the 3lst January
1967] S
' B i Recommendatlon (Senal No. 3)

The Charrman, H.S.L. stated that if the consultants had been gwen the
entire responsibility for construction;’ including ‘supervision and payment
of the bills, it might have been right to determine the fee for the completion
of the project as a whole. Since the payments to contractors etc. were
made by H.S.L., the payments to consultants in the case of H.S.L. units
including Alloy Steel Project had been related to passage .. of time.

. The Committee are unable to appreciate the distinction sought to be made
by the Chairman, H.S.L. ' The responsibilities of consultants enumerated
in para 7 indicated that except for payments. to the contractors the entire
responsibility for construction is.theirs. In the opinion of the Committee the
difference made out is so insignificant that it did not justify the adoption of
a different procedure in the matter of payment of consultancy fees. The
Committee would draw attention to para 110 of their 13th Report on Manage-
ment and Administration of Public Undertakings in which/they have recom-
mended that payments to consultants should be related to the progress of
work (Paragraphs 16-17) AT 3

Reply of Government
Noted :
[Mmzstry of Iron and Steel 0 M No Parl (6) 11 /66 dated the 31st January,
1967]
Recommendatmn (Senal No. 7)

Tllﬁ COHlllllﬁCC arc. SUIDT]SEd {0 888 &6 many revisions of the capltal cost.
With the experience which Government had acquired. in Jaunching public
sector projects by 1961, specially the three steel plants, there is no reason why
the ongmal estimate should have ‘omitted such basxc Jtems (Paragraph 33)

: 7



Reﬂy of Government
Notcd

[Mmlslry of Iron and Sleel 0 M. No Parl (6)-11/66 dated the . 3lst
Jcmuary, 1967] _

Recommendation (Serial No. 8)

- The Committee feel that where a preliminary estimate: for a prOJect is
submitted to the Cabinet in' connection with the approval of the Project,
it should: be incumbent to resubmit the revised estimates to the Cabinet
where variation exceeds a certain prescribed limit. The ‘reasons for the
mcwasc and how the economics of the project would be affected by the
ificrease in the cost of the Project should also be placed before the Cabinet.
The adoption of such'a proccdme should result in frammg of more rcahstnc
cstxmatca (Paragraph 36) j

Reply of Govemment ¢ i

Noted ;
[Mmlstry of Iron and Steel 0 M No Parl (6)~1 | ,66 dared the 3lst January,
67] :

Recommendatlon (Serial No. 9)

“The delay caused by the supphers in furmshmg workmg detailed drawmgs
for the equipment foundations would at the most result in holding up pay-
ment to them for some: time. “The ' Committee recommend that provision
should be included in the future agreements to ensure that the project is not
put to any loss on account of the delay on the part of supphers Such
delay should also attract penatly. provisions. (Paragraph 41) ¥

Reply of Govemment

' Noted
['llimstry of lron an.l Steel 0 M No ParI (6) 11 /66 dated the 3lst January,
967).

Reeommeudanon (Seml No ll)

The Commmee are not satxsﬁed with the reasons glvcn for not bemg able
to obtain structural steel in time. From the post- evidence mformanon they
note that the Alloy Steels Project had agreed to accept joists in - standard
lengths of 5-5 to 13-5 metres offered by the Bhilai Steel Plant against the
former’s requirements of 15 metre lengths. Similarly the A]loy Steels Pro-
ject had accepted the channels lying with Durgapur Steel Plant in stock aga-
inst some other order. The decision to acé:pt joists of i inappropriate  lengths
was also motivated with a view to avoid transportation difficulties which
15 metre lengths would  have had to face... In.the case of channels, it is also
noted that the Alloy Steels Projects did approach the Durgapur Steel Plant
direct. Itis not, therefore, correct to blame the steel producing Plants, solely.
The Alloy Steels Project should " have planned its requirements early and

intimated the same ‘to ' the steel: producing plants. Apparently this - was not

done. Tn fact i the case of channsls, the rcquirements: wete net
mnmated at all; it was just-a chance that the matena] wds lying in stock with
the Durgaput Stee! Plant. ‘So: far *as the" suppliers *are: concerned,  the
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commnttee are unable to apprecxate that the Hmdustan Steel Limited Plants
(e.g. Bhilai ‘in this case): should be unable to’ produce what is’ required by
another sister unit, merely because it was a small order. /If this is the case
with the Alloy Steels Project the Committee apprehend that other consumers
must be experiencing much greater hardships. The Committee recommend
that Government should enquire into this matter to determine the reasons for
such failures'and suggest remedies for ' future guidance. «: Steelis ‘a ‘precious
commodlty ‘and Josses resulting due to: wastages on:account: of ‘ supplies - in
random sizes, as oceurred in the case’ of Alloy Steels Pro_]ect should be treated
with concern. (Paragraph 52) - G D 3

" Reply of Government

_ The needs of the consumers have to be balanced against the economxcs
of rolling optimum ' tonnage.For:: thisi purpose: mutual adjustments are
necessary -on the part of the consumers (accepting random lengths at times)
and producers (by rol]mg small but priority orders) Government have
taken a decision to rati nalise the number of sections to be prodiced.  With
the progressive ‘adoption of rationalised section by’ desngners we expect that
such  problems will be. consnderably reduced '

{Ministry of Iron and Steel 0 M No ParI (6)-1 1/66 dated the 31st January,
1967}

Recommendaﬁ:m (Senal No. 13)

'The Committee feel that 'a’ sfrict ‘watch ‘on ‘the work of the consultants was
called for, especially because their contract is related to the passage ' of time
and not to the progress of work. They recommend that efforts should be
made to see that the construction of the" pro;ect is completed accordmg to
the. present schedule (Paragraph 57)., e

R,ep!y o.f _Gozeinm?nt

; Noted

[Ministry of Iron & Steel 0. M No Parl ( 6) 11 / 66 dated the 31st January,
967].

Recommendanon (Serial No. 17)

i R
The Commxttee recommcnd that the Pro;ect should ensure that the work
of fabrication is finished within the revised schedule at least. So far as the
need to inciease the fabricating ‘capacity. in.the country is concerned, they
would draw attention to para 111 of their Eighth Report on Townshlps and
Factory Bmldmgs of Ptibhc Undertakmgk (Pardgraph T0); /i G

L [Mzmstry of Iron and SteeI 0 M No Parl (6)-1 1 /66 dated the BIst January, i
] i

Recommendahon (Serial No. 18)

The Committee are surprised at the mannsr in whish the desision to set
up the Project was taken.. No economic feasibiljty study was conducted and
as such’ Government did not have adequate data on the economic viability
of the Project, the cost of production and profitability or otherwise of the
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project as a whole. | Govcrnment merely decided to. set aup an alloy. steel
plant in the public sector . of a spccrﬁed size wrthout gomg mto the economlcs
0f Ate; (Paragraph 76) o et G Wkt b

Reply of Govermnent )

Althougb 1hc economic fcasrblhty of the prOJect was. not worked out at
thc time of approval of the project report in February 1961, this aspect was
taken into consideration in all subsequent stages of the development of the
project. In fact; the decision to increase the capacity of the plant was based
on the consideration of the economic viability. .

106 [Mmisiry of Iron and Steel 0. M. No. Parl (6)-11/66 dated the 31st January,
67] ,

Recommendaﬁon (Serial No. 19)

“The country’s demand for various types of alloy steels is much more than
the anticipated production of the Plant. Therefore, there can be no ‘problem
of marketing. Nevertheless, the Plant should determine judiciously priority
of various items keeping in view the margin of profit thereon and also the
lmportancc of the ncms f'rom thc nauonal angle (Paragraph 79) . ;

Reply of Government
- Noted.

; [Mrmslry of Iron and Sleel 0 M No. Parl (6) 1 l /66 dated the 3lst. January,
1967] ‘

Recommendmon (Seml No. 20)

The commmee are glad to learn of the efforts to produce mdrgenously
these raw materials. Government should extend all facilities not only to
those who produce these items but also to others, who have proposals for -
startmg productron of other materrals required by the plant. (Paragraph 82)

Reply of Govemment
This is already being done. ;
[Mmrsm of Iron and Steel 0. M No Parl (6)-1 l ’66 dated the 31st Jarmary, :
967] ‘ r , :
Recommendatron (Senal No. 22)

Smce both the Allov Steels Pro;ect and the Durgapur Steel Plant are
units of Hindustan Steel Limited there should not be any difficulty in finding
a solution to the price problem. It is understood that scrap is already being
transferred from Durgapur Steel Plant to the Alloy Steels. Project. The
Committee expect that an understanding with regard ‘to the price of scrap
will be reached soon.: failing which the Head Office of H.S.L. should ﬁx rt :
(Paragmph 8.

Reply of Government .
'{hq §gm}; pnce has since been settled by Chairman, H.S.L.

6I7;Jm: stry 01 lron and Steel O M. Na Par! (6)-1 ];’66 dated the 3 l st Jaruar y, :
19 e ¥ »
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Recommendauon (Serial No. 23)

 Ifthe ferro-alloy Plant had been set up . along w1th the Pro_lect w1tha
foreign exchange component of Rs. 2} crores, 1mports worth Rs. 9 crores
could be saved and a net saving of Rs. 63 crores in foreign exchange could be
effected.  This is another instance where by trying to save a small amount
of foreign exchange by not setting up a Project, consrderably more forelgn
‘exchange will have to be spent on imports year after year. The Committee
recommend that in future when proposals for setting up new projects are put
up for Government approval, full details regarding the anticipated saving in
forergn exchange should be stated. Government should also take into
{ account the long term benefits while considering such proposals Refusal
tc} )allot forergn exchange is not always a sure way of conservmg it (Paragraph
91). g R _

Reply of Government

Schemes for manufacture of Ferro-chrome were approved. for both the
private sector and the State public sector. They have made good progress
and it is expected that the schemes will go into production by about 1968,
when significant demands for Low Carbon Ferro-Chrome arise. Their
production is expected to cater to almost the entire demand for Low-Carbon
‘Ferro Chrome-during the Fourth Plan period. " The seiting up of ancillary
units to manufacture raw materials required by the Alloy Steel Industry is
under constant review and every fac1hty is offered for the setting up of these
units.

[Mxmstry of Iron and Steel 0. M. No. ParI (6)~l 1/66 dated the ’i]sz January,
1967] 5

Recommendatmn (Serial No. 25)

The Committee . recommend that strict control should be kept over the
capital expenditure so that the expectatlon of better mput-output rano is
reallsed (Paragraph 98). : e

ik Reply' of - Government-_ 3
Noted T
6%1}141mstry of Iron and Steel 0 M No ParI (6)-1 1 /66 dated the 31st January,

9

Recommendatlon (Senal No. 26) o

 The Committee have referred m para, 76 ante to the fact that without
.assessing the profitability ~ aspect, the project had been proceeded with.

The calculatlons made by the consultant later on are stated to be incorrect.
As the project is expected to run at a loss during' the first stage, utmost
economy will have to be exercised by restricting expenditure to the minimum. -
‘The position should be reviewed ‘by ‘Hindustan: Steel Limited and Govern-
ment from time to time so that, adverse trends; if any, are checked in time.

(Paragraph 101), ;

~Reply of Govemrﬂent
Noted. ‘

[Mmz.s'try of Iron and Steel 0. M No. Parl (6)-1 1/66 dated tlte Qist.
January, 1967} i
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;- Recommend ’lou g$¢nal No, 27)
2 The. Commlttee have already stressed the need for. exercxsmg great vigi-
lance’ on “expenditure all:round so’ that the’Project attains the bredk-even -
point at the carliest,” ‘Since- the’ calculatlons ‘of manpowe / the Project
show' anintfease’ of 36° perccnt over the estimate ih'the Defailed ‘Prquct
Report, it would be deslrable to‘have Standard force: detemanq' The Head

produc "depart nents for
t much ;llﬂ'erence beti o1
Etimated by t roject in’ consultation with Atlas and that given i :
Project” Report* preparcd by ‘Dasturco. ~ Regarding non-techmcal depart-
ments every effort is being made to keep the number to barest minimum and
introduce mechanization in: accounting and other work from the start.

9 {me.stry of Iron and Szeel 0 M. No Parl (6)-] 1/66 datea‘ the 31st January,

Recommendatmn (Senal No. 28)

Thc Commu(w wclcome the decmon taken. by the Alloy Steels Pro;ect-
and the Durgapur Steel. Plant to have pooling arrangements for the houses
; of“ thexr emplayees w:th a view to effect economy, (Paragraph 109) :

Reply of (“ovemment’

No comments.

““[Ministry of Tron and Steel o. M. Na Parl’ (6)-11/66 dated the 31st
Jammry 1967) .

Recommendation (Serial No. 29)

The . Commxttee discussed with the Secretary of the Mxmstry of Iron
“and Steel whether it would not be advantageous to.set up washeries as part
of the steel Plants, as was the case with Durgapur. He stated that it would
be correct to do so if the steel plant was located niear the coal fields, as was the
case with the Durgapur Steel Plant. But if the distance between the steel
plants and the coal mines was considerable, as in the case of Rourkela and
Bhilai and the Plants were designed to use more than one type. of coal, than
the advantage would lie in locating the washery near the coal mines. = This
would result in saving in transport costs as otherwise, for every tonne of clean
coal required by the steeliplant  1:4 fonnes of raw coal would have to be
transported from the coal mine to the Plant. Secondly, middlings which are
‘produced by coal washeries are utilised by power stations and expendlture

would have to be mCUrred m transportmg them from the steel plant to the
“power stations,

“The Committee. agree thh the above reasonmg and thmk that it wxll not
be profitable to locate the washeries at the steel plants unless there are speclal
advantages as at Durgapur. . - (Paragraphs 118<119); - 3

ReP':',Of Government

Noted. i
[Mzms!rx of Steel, «’l[wes and Metals (De{mrrment af Inpﬁ gm( SICC{
OM. No. Parl (§-11)88 dated the 161k January, 1968] )



after alapse of 1 ye ! of Dugda F 2years and 10
months in the casé of BhOJudrh dnd 2 years and ‘61 months in the case* of
Patherdih washeries. LT S

This shows that there was amole time for the D:tailed . Pro_|ect Repor:
to bz prepared. Thes Committze, “thersfore, fézl that it was not correct to
have ‘proceeded with th "ﬁPro_r*c w1thout th° preparatlon of Detalled 'Pro-
ject Reports. LR BN Rl ._ i

Had the Detailed® Pro;ect Reports; been: prepared a proper ‘assessment of
the demand, for washed coal would have been, made in. .respect. of -each
washery, ;and the present position of tis washenes not bging able to work to
full capacity for.want of. demand and i mcumng losses would not have anscn
(Paragraphs 123 175) Ser b i

‘ *:.:f; Reply of Government

The cnrcumstances under whlch D=talled Project Report was not pxepared
have already been explained and the desirability of preparing Dztailed Pro-
jéct Report in such cases accepted.- In fact for Dugda I[ washery, taken up
later, a Detalled PrOJect Report was prepared

[Mmzstry of Sreel Mmes and Metals (Department of ]ron and Steel) 0 M
No Parl (6)-11/66 dated the 16th January, 1968] '

'Recommendation. (Serial No. 31)

Considering the time. taken for awardmg the contract for Kargah Washery;
it appears to_the Committee that the time taken for awarding contracts for
Washeries at Dugda I, (16 months), Patherdih (19 months) and Dugda-II:
as: months) is on the hlgh side... As Government had gained experience by
the: setting up of the Kargali Washery, the time taken for - setting, up of
H.S.L. washeries .should: have been less. . Moreover, .the contract for the
Kargah ‘Washery: was processed by the Durectorate G neral of Supplies and
Disposals. - As Government and the: H.S.L. were. directly. deahng with these -
contracts, it should haye been possible. to examine.the’ tenders and finalise.
the contracts in-a: shorter penod than the; D.G. S&D. - (Paragraph 129)

Reply of Government N

Noted for future gutdance

: [Mzmstry of Steel, Mmes and Metals ( Department of Iron and Steel) 0 M
No Parl (6)-11/66 dated the 16th January, 1968] .

Recommendatxon (Senal No. 32)

When the commlssxonmg of DuOda-I Washery was, delayed on account_
of delays. within the country, action should have been taken to avoid similar.
pit-falls in the commissioning - of. BhOJudlh and Patherdili’ washerles For:
example, there was delay in arranging bank guarantee in the case of Dugda-

T'and in opening letter of gredit in (he case of Batherdih  Washery. Again -

in the case of Dugda-I there was dslay in providing rail siding and this was
r-.psated in the casc of Bho;udlh Wasa::/. The Commtttee are concerned
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over repetition of similar omissions. . As fp’ointed“outkby the Committee in
their_ Thirteenth Report on Management and Administration of Public
Undertakings, in the formative stages of a project, the responsibility of the
Ministrics should not cease after sanctioning the project and or entering into
agreement with contractors, but they should also ensure that they ' progress
according to the schedule and whatever difficulties are likely to arise in their
s_mplcmcntatidn are 't_‘Oresec’q,and attended to. (Paraggaplg 135) At
Reply of Government

~“Noted for future projects, = = - o st ol
_[Ministry. of Steel, Mines and Metals (Department of Iron and Steel)

O.M. No. Parl (6)-11/66 dated the 16th January, 1968]

" .. ... Recommendation (Serial No. 34) ot

" 'The deterioration in the ‘quality of raw coal is not peculiar to H.S.L.
washeries, but a general phenomenon prevalent in the country. The link-
age of collieries to washeries suggested by the Fourth Working Group' ap-
pointed by Government has not worked well.  Much therefore, depends on
the linkage which the Coal Controller, might suggest. H.S.L. no doubt,
will apprise the Coal Controller the factors which caused the failure of the
present linkage and also make suggestions for a solution of the problem.

Since the loss in yield of clean coal is as high as 5 per cent for every increase
of 1 per cent in ash content of raw coal, the committee suggest that urgent
steps should be taken to ensure that the raw coal purchased does not cortain
;ri%r?;‘ z;ih ‘than the washeries were originally designed for. (Paragraphs

7 Reply of Government

" There has been a general deterioration in the quality of coal received as
a result of changes in the production pattern in coal. Fresh linkages are being
worked out by the Technical Committee in consultation with the Coal Con-
troller, on ‘the basis of availability in respective collieries and rational rail
movements. 'With' the' deterioration in the quality ‘of coal however, ‘it: has
not been possible for all the washeries to have linkages to the original design.
Although as per grading of the coal the average feed conforms to the design
input of the washeries, in actual effect the percentage of ash is more. This
can be avoided by joint sampling a solution ‘which the coal trade felt was.
not workable but as a result of discussions held in September, 1967 with their
representatives, a Committee of consumers and the suppliers has been set
up to evolve a satisfactory system of Joint Sampling. HSL will employ,
an independent agency for carrying out sampling and analysis of coking coals
at selected supply and destination points. This agency will study the varia-
tions in the quality, if any, at the two ends, explain the reasons thereof.
Difficulties involved in implementation of joint sampling or sampling by an
independent agency at one place or another would also be studied. = The
findings of this agency would thereafter be discussed by the Joint Sampling

Committee and remedial measures suggested.

[Ministry of Steel, Mines and Metals (Department of Iron _and Steel)
O.M. No. Parl (6)-11/66 dated the 16th January, 1968] :

_ . Resommendation (Serial Ne. 35) ;
- Since the supply of raw coal is a permanent affair, a solution has to be
found for ensuring that the grade of coal for which payment is made conformns
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to the grade actually supphed - The Committee hope that the HSL in
consultation with the Coal Controller and the colhenes wrll dev:se an
eqmtable solutron to the problem. (Paragraph 146) il

Reply of Government

Rephes to Serxal Nos 33 and 34 answer in detazls the actnon taken to
ensure that the grade of coal for whrch payment is- made conforms to the
grade actually supplied. . Yo S o

[Ministry of Steel, Mines & Metals (Department of Iron & Steel) 0 M.
No. Parl, (6)-11/66, dated the 16th January, 1968]. :

Recommendation (Senal No. 36)

The Committee recommend that studres should be initiated to find out
the factors which: are responsible for comparative inefficiency of the HSL
Wa;henes with a view to adopt suitable remedial measures. (Paragraph
150

! ‘Reply’ of : Govetnm'en‘t £

A Techmcal Commrttee was appointed in July, 1965° consisting of
experts of HSL, Indian School of Mines and NCDC. According to the
Report of the Comrmttee the main reasons for the deficient  working of Dugda
Washery is the presence of excess-}" size ‘coal fines in the feed. This
is responsible for reducing 1 the input capacity of Dudgda from 2+4 m. tonnes
to 1-8 million tonnes per year. Judged on this basis the performance of
Dugda-I during 65-66 was- 74%, in terms of raw coal feed, with current
level at 91%. The working of Dugda-1 will improve when excess 1
size coal w1ll be diverted to Dugda-II where there is enough capacrty to deal
with’ thls size-of coal. ' ‘

Central Engineering and Design Bureau have suggested some modl-
fications. to Dudge-1 to enable ithe' diversion . of excess-1’ size coal to
Dugda-I1..  But the modifications will be given effect to only after the capa-
city of plant and machinery of Dugda 11 for handling this excess quantity
is established. As Dugda-IT' capac!ty ‘has not yet been tested dxvserston
of excess 1" size. coal has not yet been. made

" The. Technical Report on' the Performance of BhOjudlh Washery by
CFRI has since been received and it'is under exammat]on :

[Mmzstry of Steel Mmes and Metals (Department of Iron & Steﬂl) 0 M
No. ParI (6) -11/66 dated the 16th January, 1968].

Recommendahon (Senal “No." 38)

v It is needless to pomt out that the creatxon of excessive capacrty leads
to locking up of capital which . ‘has. to. bear .interest. charges .The .Com-
mittee, therefore, recommend that in future, proposals for setting up a.new
washery should be approved only after ensuring that. ‘the. capacity. of the
«existing. washeries is, being utilized in full. It is. understood that HSL
is in touch with the N.C.D.C. with regard to setting up; of new. washeries. -

Before deciding o set up new washeries, the Government should cntxcally

??66)55 the demand and compare 1t thh the mstalled capacrty (Paragraph



»’.Noted for: future - guxda’.ncc

[ Ministry of Steel, Mines.and Metals: (Departmem of Iron & Steel) 0 M
No Parl (6}1”66 dated tlte lérlr Jammry, 1968]

Recommendatmn (Senal No. 39) X e

The Commlttcc think that the inability to supp}y T]SCO \xashed Coal
at the rate envisaged earlier was the reason for not working the. washery
to full capacity for a period of a little over iwo years. That there is now
going to be adequate demand for the washed coal produced by that washery
does not alter the fact that supply. of washed coal to TISCO was taken for
granted without entering into a contract. In not having entered into a
specific agréement - with "TISCO ‘regarding the supplies; Government and
HSL had failed to provide one of the fundamental safeguaids: The Commii-
tteeshope ! that - necessary - lessons 'will be: drawn from this - expenence
(Paraaraph 160). ; Gt

Reply.: of - Government

. The recommendatlon of .the Committee has been noted. T he position
‘now is that in.view of the mcreased demand from HSL steel plants them—
sclves the off-take of washed coal is assured. i s Bl

[Mm:stry of Steel, Mines and Metals (Departmenr of Iron & SteeI) 0 M.
No. Parl. (6)-11 /66, dated the 16th January, 1968]. S04

Recommendation (Serlal No._ 40)

‘The Commmees observanons thh regard to supply from . Bhongnh
to TISCO (para 160) are equally apphcable to the supply from Patherdih
to HSCO (Paragraph 163). ,

Reply of Govemment :

Recommendatnons of the Commntee have been noted 'HSL do not
envisage any difficulty in the off-take of washed coal from Patherdih. In
view of the rise in demand from HSL steel plants for washed coal, no spe-
cific agreement has been entered into by HSL with TISCO since that
would amount to a commitment on the part of HSL to assure a given quanuty
to 1ISCO. ‘Requirements of HSL steel plants have a high priority.

- [Ministry of Steel, Mines & Metals (Department af Iron & Steel) 0 .M
No Parl. (6)-11/66, dated the 16th January, 1968]. _ ,

Recommendation (Senal No. 44)

It will be seen that the appointment alone of the Techmcal ‘Committee
took 6 months. That Committee was originally expected to submit its Report
by the 3rd October, 1965, but the Report had not been received till' February,
1966 “If the findings of the Central Fuel Research Institute regarding
the loss of yield of clean coal are correct, ‘thent HSL will have lost Rs. 36
lakhs due to delay in setting up the Techmcal ‘Committee and its coming
to a finding. The Committee canniot but observe that Hindustan Steel

Limited has failed to treat the matter with the urgency which it deserved.
The Technical Committee should be asked to submit its Report quickly.
and. expeditious action should be talen to implement its decisions. If



(m) Cost of equrpment and caprtal expendrture necessary forvrnstall-::
ing the facilities for washmg such material; and

(zv) Whether con31derrng “the’ caprtal expendrture and the accrual
i @f beneﬁts, it woqld be e(;onomrc to wash the matenal re,ﬁerred
to (Paragrap.‘ 179) . % A

The Report of‘ the Techmcal Comrmttee was ﬁnahsed and submrtte
March 1966. The: varrous recommendat} ns: m tho Report are under 1mple-
mentatlon grsriani i g heel By Vi

[ Ministry ‘of » Steel;\Mines: & Metals (Department of ]I on & Sreel) 0 M »
No ParI (6)-11/66 ‘dated’ the 16th January, 1968]. :

Recommendatlon j(S ‘lal No.A 45)

Whrle the Commlttee have mvanably noticed that- there are excessrve
stocks of spares and stores:in most public undertakings in, this particular
Project; the reverse is the case. In the light of the experience of the: Dugda-I
Washery, steps should be taken to build up necessary stocks of spares in-all
the washenes (Paragraph 182) s L

. Reply. of Government

Planned procurement of ‘one year’s consumptron of spare allowing f01
ne::iessary lead time is under lmplementatlon by the Hmdustan Steel
Lt i

[Mmlstry of Steel Mmes & MetaIs (Department of ]ron & Steel) 0 M.
Parl. No. (6)-11/66, dated the 26th January, 1968].

‘Recommendation (Serial No. 48)

- Dugda 1 Washery incurred heavy loss amounting to Rs. 5097 lakhs in
1962-63 and 1962-64. 'The Commiittee are inclined to think that in addition
to the fact that the washery worked at a lesser capacity, there must be other
reasons for losses. Some of the " deficiencies in the working of the washery
which accounted for substantial losses and which were referred to in the
Report of the Central Fuel Research Institute-are given below along with
the amount of loss as estlmated in that report /

Rs lakhs

(z) Loss in yteld of clean coal due to: hrgher ash content in raw oot T
Coal . . . o . . . e T2
(u) Non—washmg of under-s:zes at 1/4” due to defectlve desrgn in the :
Jigbox o e e g e S d e S s
" (iE) Unsteady operating conditions of the washery i i P U

(n») iesser numher of eﬁiectlve workmghours i': 35

L el K S i T ey
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. The deficiencies pointed out by the Central Fuel Research Institute are
stated to be under the examination of a Technical Committee. In the 'hgl_;t;
of the findings of that Committee, HSL should reassess the extent to which
the losses was due to the defects in ifs operations. HSL should also
examine the prospects of sales cost of washing and the price which can be
obtained and take suitable steps to make the working of the washery eco-

nomic. (paragraphs 195-196) AR
 Reply of Government

‘The Technical Committee has stated that *“the Committee is of the opinion
that data collected by CFRI in such a state of the plant could not justifiable
form the basis for drawing inferences regarding its normal performance and
consequently profit and loss”. Further it has already been explained by
HSL that in the opinion of thé Technical Committee the main reason
for the unsatisfactory performance of Dugda-I coal washery is the presence
of excess 4" size coal in the coal feed to the washery. e

- The Department of the Joint Financial Adviser of the CWP draws up
separate monthly cost sheets for each washery under 6 major and 24 minor
heads for comparison with the actuals of the previous. months, in order
to pin-point the rise in cost and the reasons for the same.: As has been stated
earlier in reply to other recommendations, the performance of Dugda-I
has improved.  When the diversion of the excess quality. of 1" size coal
}0- .E'ugda-l,l is. achieved, the: performance  of Dugda-T will - improve
further. o . .» g T T e e g

The Technical Committee, in their Report, has analysed the estimated
loss referred to in the C.F.R.I. Report, item by item, and have made their
recommendations thereafter.” As has already been stated, recommenda-
tions of the Technical Committee are under implementation.

[Minisiry of Steel, Mines & Metals (Department of Iron & Sleél) Oo.M.
No. Parl. (6)-11/66, dated the 16th January, 1968} ~ . e

g 'Recommeudatio‘.n, (Serial No. 50) :

.. Considering the main ‘re,sponsi.bilities -of the Project Office enumﬁrated
in para 199 ante, the staff employed by that Office appears.to be on the high
side. - The Committee understand that a standard force is being finalised
for:the Project Office. This should be done. = (Paragraph 200) .. . ..

w oo Reply of Governmen ent s b :
~ The standard force of Dugda-I and Bhojudih Washeries has since been
finalised. The standard force for Dugda-I including officers and all cate-

gories of staff has been fixed at 497 to be achieved by 30-6-68 till such time
this is achieved the present force of 532 will continve. ~ ~~~ ~ * '

For Bhojudih; at the present rate of sampling: the standard force has
~been fixed at 477 for all categories of officers and staff.. - When hundred
.per cvent sampling is undertaken in -the ‘Laboratories,  the standard

force will be 497. ; . L R el

[Mim‘st):jv of SteéI; Mines & Met_al;é (Depar,tment'of ‘I_ron & Steel)‘ O.M.
- No. Parl. (6)-11/66. dated the 16th January, 1968} i
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Reeommendaﬁon (Serial No 51)

‘The Committee have already referred in para 153, that thc demand for
washed coal had decreased and the washeries had consequently 10 be operated
much below the rated capacity. In the circumstances, urgent action should
have been taken, to determine the standard force of: the ‘Washeries. . Apart
from the question of determmmg the standard force, the decrease in off-take
of washed coal, which became apparent in November 1963 and was expected
to continue until the additional blast furnances and coke oven complexes in
the expansion schemes of the steel plants went into production, should have
been followed by a freezing of recruitment, The Committee are surprised to
note  that the ‘staff has actually been considerably increased durmg 1962 63
and margma]ly during. 1963-64 (Pa.ragraph 203) : i e AR

Reply of Govemment

The standard force for Dugda-I has since been ﬁnahsed The [mtal
strength, excludmg staff for hospltal school Accounts and executlves 1s as
under a8 :

STt 30-667.
49_,2 . from 1-7-67,
467 . - from 30-6-68.

[Mzmstry of Steel Mznes & Metals (Department of Iron & Steel) 0 M
- - No. Par 1(6)11/66 dated .the 16th January;: 1968} %



CHAPTER lll i |

RECOMMENDATIONS wmcn THE COMMI E‘ DO NOT' ESIREf
' TO PURSUE IN VIEW OF GOVERNMENTS REPLY

Recommendauon (Serlal No 2)

'I'he total consultancy fee payable to the consultants (Rs }43 cmres)v
works out to 2 per cent of the total-estimated * capital cost of the - Project
(Rs. 70.64 crores). There are several instances where Government secured
consultancy services from foreign.countries at.a:much lower proportion to
the total capital cost. It appears that in their’ negotlatxons with the consul-
tants, Government had no.comparable standards; prébably’ because no ‘other.
firm in India was available to quote competitive rates.” In the opinion: of the"

Committee the total fee paid or agreed ,to be pald lS on the high sidé.
(Paragraphs 12-13) b dail g

Recommendatton (Senal No 2)

It would not be correct to say that the total fce pmd or agreed to be paid.
to Dastur is on the high side.- In making coniparisons 6f such fees thh fees
paid in other cases the following have to be keptin view :—

(a) the scope and extent of consultancy servnces rendered by the
consultants : and

(b) the value of the pro;ect wnthm the plant boundrv As the value

of the project goes up, the pcrcentage chames for consultancy
services go down.

At the time terms of consultancy agreement were negotiated with Dastur
& Co., Government had before them quotations from some foreign firms.
For Engmeenng Service during construction, a firm from France had quoted
6.2% of the value of the: project provided that plant was erected within 3
years from the date of signing of the Agreement. A UK. firm had quoted
43% of the cost of whole work plus costs incurred in India by the Consul-
tants supervisory organisation on site and the extra costs incurred in the ins-
pection, ete. of any plant and equipment, if the source of supply be outside
UK. As against this, M/s Dastur & Co. original quotation at that stage was
an all inclusive fee of- 3&% of the value of the Project.

[Ministry of Iron & Steel O.M. No. Par 1(6)-11/66 dated the 31st January,
S 19677 P o e : v e BT

Recommendation (Serial No. 4)

The Comma!tee recommend that one agency _should be made respon-

sible for supervision of construction work and making paymsnts, It ¢an
be either the consultants or the Plant authorities accordmg to the nature

* of work. Work; for which know-how is available within the public sector
should not be entrusted to outside aggncxes (Paragraph 20)
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Reply of Government '

for supervision of constructlon work and making . payments, there wﬂl neces-
sanly have ito.be some modifications to. this arrangement, when :there. are
private consultants. - In this connection attention is- also invited to para
47 (p/56) of the .23rd Report—(3rd Lok Sabha) ot’ the .Publxc Accounts

31st J;éﬂtﬁazy?

(a) What modtﬁcatxon _ mment propose to make to the ar range-
ment that onc agency should. be.ma’de responsible: for ssupervision::of cons=
truction work and making payments in case private consultants are ‘engaged
for supervision of constructlon work?

() Weuld thess modificitions ‘enstirs’ the eliminaticn of delay in
execution of corstruction work when there  are: private .consultants -and
at the same time guard agairst over, payments?  1f so, how? The details
of the proposéd’ vcheme in this respect may pleased: b° cxplamcd

[Lok Sabha Sectt 0 M. No 22-PU/67 dated the IOIh July, 1968]

ey

Further Reply of Government

(a) & (b) Wxth Hindustan Steel’s own Central Engmeel ing . and Desxgn
Bureau which is fully equlpped to deal with their projects, including the
Alloy Steels Plant, the situation where ‘a prxvate consultant may have to be
engaged should not now. normally arise. 'However, in the event of a
private consultant. havmg to be engaged, as public funds are involved, it may
be necessary’ to ‘check measurement certlﬁcates, etc. ngen by consultants
for purposes of payments

[Ministry of Steel and Heavy Engmeermg 0 M No AS-I(I8)/65-VoI I,
dated the 5th March, 1969]

Recommendatlon (Serlal No. 21)

The Commxttee recommend that the Pro;ect should keep in touch with
the international market and arrange to build sufficient stock when the
prices become favourable so ‘that productlon does not suﬂ”er (Paragraph
83) sy

Reply of Government

Imports of raw matenals ata tlme have to be related to th avallabthty
of foreign exchange In view of the difficult foreign exchange position of’
the country, it will' be dxﬂicult to 1mp1ement thei 'rccommendatlon of the

Committee.

- [Mi mzsny of Iron and Steel O.M. No Parl (6) 11,/66 dated the 31st January
1967]
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Recommendaﬁon (Serial No. 24)

The Committee feel that the setting up of a Ferro-Alloy plant has not
been given the urgency it deserves. The licensing of private firms and their
production should have been so timed as to coincide with the commissioning
of the Alloy Steels Project. In fact both the schemes should have been
considered as parts of one project. It takes 33 years for a Ferro-Alloy
Plant to be commissioned after placing of orders” for plant and machinery.
Smce the Alloy Steels Project is to be commissioned by 1966-67, the
private firms ought to have been given a time limit upto end of 1963 to ‘take
a decision whether they were going to set up the plant immediately or
not. . Every facility should have been afforded to them for setting up the
Project in time. Failing a positive response, arrangements should have
been made to set it up as a part of the main project. It is surprising that
this has not been done and. Government are merely contemplatmg a review
after six months, The Committce recommend that the settmg up of a
Ferro-Alloy plant should be given top priority and a decnsxon in thxs regard
taken wnthout further delay. - (Paragtaph 04y tniin g :

; Reply of Government
See reply to recommendation No, 91.

[Ministry of Iron and Steel 0. M. No. ParI (6)-11/66 dated the 3lst
Jammr}, 1967]

Recommendatlon (Serial No. 33)

The main difficulty facing the washeries is the deterioration in the quahty
of raw coal supplied. The Committee were .informed during evidence
that the ash content of the raw coal was higher than anticipated earlier.
For example, in the case of Dugda-I Whashery, it was expected that 52 per
cent of raw coal feed would have maximum ash content of 19 per cent and
the remaining 48 pet cent of the raw coal would be with an ash content of
19 per cent to 23-7 per cent. . The above forecast had not materialised
and the washery got 32 per cent of the coal with lesser ash content and
the remaining 68 per cent of raw coal contamed hngher ash content than
envisaged. . (Paragraph 138).. o i S

Reply of Government

As per reply submxtted on Senal No 15 Para 57of the 29th Report cn
Durenpur Steel: Plnntm(copy enclosed) APPENDIX-L. : -

[M:mslrv of . Steel, Mines & Metals (Deparfment of Iron & Steel) 0 M
No Parl. (6)-11 ;66 dated the l6th Januar), 1968]
Reeommendanon (Serial No. 37)

Durmg ewdence, the Chairman, HSL advanced the followmg reasons
for the decrease in the off-take of washed coal by the steel plants :— '

(:) Certam dates were envnsaged for the: startmg of the’ blast
d there was some delay in me §§gg§mg, o

if) Coke' rate has xmproved from 1:5 tons to 1-3. tons of coal; per
tonne of steel.. : : iz
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‘The Committee are not convmced with these: arguments. It seems that
“the demand for washed coal was over assessed. .:What is worse is that the
rated capacity of Bhojudih was enhanced  frem 0 -84 to 1-4 million tonnes
- in 1961. It is true that in the context of expansxon of the steel plants, the

.outlook for off-take of washed coal might i improve but this does not justify
* the establishment/expansion of washery at a time when there was not enough
demand for the coal. As late as in 1963 the Steel Plants served by these
washeries were expected to take only 1:93 million tonnes of washed coal
from them whereas the installed capacity of these washenes was 284 m.t.
ie. nearly one and a half times. (Paragraphs 154-155) :

Reply of: Govemment

, In the context of the envrsaged expansxon of Steel Plants, the washmg
"capacxty as indicated was then created, but the iron making capacity and the
washing ‘capacity, as already- explamecl .did not grow simultaneously, thus
“Creating “a ‘temporary imbalance. - This, we expect will be automatlcally
"corrected during the Fcurth Plan. pencd bt T

[Mzmstry of Steel Mmes & Metals (Department of .Iron & Steel) 0 M
No Parl (6) %P /66 dated the 16th January, 1968]

Recommendatlon (Senal No. 41)

The Committee recommend that steps should be taken to analyse the"
reasons for the Dugda-I washery workmg for lesser hours than normal. The
Committee suggest that due attention should be pald to thls matter (Para—

graph 167).
Reply of Govemment

The steps recommended by the Technxcal Commrttee appomted by
HSL to rectify the defects are being implemented. The performance of
the Washeries generally, including the working hours and idle. hours, are
watched by Management on weekly basis. Better planning. .for spares-
has also been taken up which would reduce the break-down hours. The idle .
hours as percentage of available hours have been approximately 409, durmg ;
1966 as agamst 52 /, in the prevnovs year and 54% in 1964-65 :

[Mzmstry of Steel, Mmes and Metals (Department of Iron & Steel) () M :
No Parl (6) -11 /66 dated the 16th January, 1968] v )

Further mformatnon called for by the Comm:ttee

What has been percentage of idle hours to avallable workm g hours durmg
19677 How much time would it take to raise the effective- workmg hours
to 14 or brmg down the percentage of idle hours to 12;" , :

What are the reasons for such a high percentage of the xdle hours at
present even after implementation of steps recommended by the Techmcal

Comnuttee appointed by HS.L. to reenry the defects
[Lok Sabha Secretariat O. M No. 22-PU/67 dated the 10111 July, 1968]
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Further reply of Govemment

’I‘he percentage 'of xdle hours to avaxlable h@u}s durmg 96.7"'
thc months of . Annt !968 to September, 1968 is indicated belo

Sept. 1968 ..

It would be seen from the.aboue figurés that the idle hours were minimum
during August, 1968 In fact these haye been fluctuating from time to time.
The main reaspn is that the indigenous industry.-is. still .in. develop;ng stage
and-'the  quality - of spares manufactured by them has not yet reached the
required standards. :Use of sub-standard indigenously made. equnpments/
spares are resulting in frequent breakdowns and high percentage of idle
hours. Continuous. efforts are’ however: 'being made to improve the
indigenous supplies and it is expected that the idle hours will be reduced to
a considerable utent thhm the ncxt 10 to 12 months.. :

In spite of the 1mplementatxon of most of recommendatlons of the Techm-
cal Committee, the performance of Dugda washery continued to be unsatis-
factory and the percentage of idle hours remained high. A Technical Group
was therefore-appointed in February 1968 to conduct a review and determine
the effectiveness of the action taken and also recommend steps required for
efficient work of Duszda washery. The Report of Technical Group has been
received recently and is being examined by HSL. = A decision is expected to-
be taken soon.

A General Manager has sincebeen posted at the Central Coal Washenes
‘Organisation and the problems of idle hours, mamtenance extra of Dugda I
\\ashery are bemg Iooked mto bv h:m Bttt

i [Mmisrrv of Swel M ines & Metals (Deptt of Il on & Steel) 0. M No ParI
(6) 11’66 dated the 3rd Decembcr 1968] ; L

Recommendauon (Serial No. 42)

The cost of plant and eqmpment of HS.L. washerxes mcludes certain
<lements -which. are not. included jn the cost of plant and equipment of
Kargali Washery.« The same is true of Kargah Waehery also. Except two
items, the other clements which compnse the cost of plant and equipment of
Kargali Washery are not included in the elements of cost of Hindustan Steel
Limited Washeries. The Committee do not. therefore, consider the argument
that the plant and equipment of HSL Washeries contains something more
than:the N.CiD.C: Washery as whoily.valid. They. recommend that a com-
parison of the cost of plant and equipment of ‘HSL. Washeries -and other
Washeries in the country should be'made, element-wise, 50 as to. pinpoint
the elements which have accounted for the mi:rease Such an .analysis will
be heiplui f'ar fumre gmdance ‘ ; g ,

"The Commattec *ﬂao recommend that wnenever such deusnons are tak xcen,

the available comparable dita should be collected to have an idea about the
sgdsonableness of the cost of plant and equipment. . (Paragraphs 170-171).’




‘ [Mxmstry of Steel, Mines'& Metals’(bepartm
Parl (6) 11/66 dated the 16th January, 1968]

. ysis.o [ st' of all th .wnshenes of H!S L.
has been made wnh‘ that'of variots other washeries'in ‘the country ? If so,

separate notes may be furmshed washery-wxse. ./ 1f not, the reasons there-
for g

O M, No 22:PU[6T, dated i 10k July, 1968] :
"Further reply of Govemment‘ e

[Lok" Sabha. Secretar at,0

i A note on: comparatwe costs of: Kargah and Dugda washerles ‘was’ fur—
. mshed to the Committee in'réply 'to the:observation:made in'S. No.42." It
‘was explained therein the: difficultiés: experaenced ‘to’'comipare the cost of
‘the two washeries.: In the reply’ now’ furnished to-S. No. 43'it has' beéen
~pointed out that the Inquiry Commiftee could not make a meaningful section-
- wise comparison of the costs of the Dugda 1 ard Dugda II ‘washeries although
-they - are located at the same:place and equipments ‘were supplied by foreign
contractors from the same' country. The need for washing different types of
coal at different washeries and improvements in desxgns are:made” in ‘-‘course
of time as:technology advances. 'Besides this, it  has been'found that'a
detailed break up of prices with weights and quantities'is not generally' avail-
able. Taking into account all these factsit has not'been considered possible

:to. make further companson of costs of HSL washernes w1th other washeries
:m the country, b

[Mzmstry of Steel Mmes & Metals (Deptt of Iron & Steel) 0. M No, Parl
.(6) 11 /66 dated the 3rd December, 1968] ' : _

Recommendatmn (Senal No. 43) g i

Dugda I and Dugda ] I have a capacnty of 2.4 nnlhon tonnes each The
cost of plant and equipment in’ case ~of Dugda I 'is Rs. 4 crores while in
case of Dugda II it is/Rs.:5.26:erores. " Though their capacity is the same the
price difference is to.the extent. of Rs. 1.26 crores. - The Plant of Dugda 1
‘was ordered in November, 1958 while order for Dugda 11, was placed in May,
'1963.  The Committee cannot understand how prices . for the same capacity
of plant in the very same country  could ‘have risen by Rs. 1.5 crores or 31.5
“per cent in' 3} years, even after. taking into. . consideration technolog;cal
advancement etc. The Committee desxre that .an enquiry may be held
‘mto ‘this matter. (Paragraphs 172-173) :

Reply of Government

SR A Comm1ttee was appomted to look into the matt e Rey
'\' Commxttee has smce been recelved and is under consxdera’ xon. '

[Mzmstry of Steel Mmes & Metals (Department of Iron & Steel) 0 M No.
- Parl (6)-11/66. dated the 16th January, 1968] - :
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- Further information called for by the Committee

When the Report of the Committee, appointed to make an enquiry, was
received ? Has the consideration of the Report been completed? If so,
give the findings contained therein with the comments of the Government on
How much time would it take to complete the consideration of that
Report, if not completed 'so far.? The date by which the fiadings with the

comments of Government thereon will be intimated to this Committee.
" [Lok Sabha Sectt. O. M. 22-PU[67, dated 10th. July, 1968] -
: .+ . Further Reply of Government % i
- The report of Committee appointed to look into the increased cost of
Dugda Il was received in November, 1967.  The Report has been examined.
The contract for Dugda-1 was placed in November 58 and * that for
Dugda 11 in May 1963. thus there was a gap of 4} years between the place-
ment_of these contracts. The contracts prices in both cases included not
merely plant and equipment procured from USA but also a large proportion
of materials, equipment etc. procured from India-as well as the cost of civil
engineering; erection etc. Therefore the normal increases’in the USA as well
as increases in rates and prices occurring in India have contributed a portion
of difference between the contracts costs. . Even allowing for only an increase
of 2} % per.annum the normal price increase itself would amount to 11.25
per cent i.e. Rs.45 lakhs. The Committee found that as contracts for
Dugda I & Dugda 11 were awarded on turn-key basis and break-up of the
prices given by the contractors: were only indicative .it was very difficult
to compare the relative costs of even very closely related items in the two
plants.  However taking into account the escalation estimated above and also
the price differences on account of extra or improved facilities - provided in
Dugda 1l the Committee felt that even if any other tendering party had been
asked to execute the work the difference between the contract price of Dugda

I and Dugda I would have been of the same order.

This Department have agreed with the conclusion drawn by the Com-
mittee, B St G
_[Ministry of Steel, Mines & Metals (Deptt. of Iron & Steel) O.M. No.
. Parl(§)-11/66, dated the 3rd December,1968]
By e Recommendation (Serial No. 46) T i
_ The capital cost of Kargali Washery is stated to be less because it is a pit-
head washery resulting in savings in layout and buildings like bunkers and
conveyer belts etc. In the case of Durgapur Washery, since it was a part.
of the steel plant, all expenditure on railway marshalling yard, the township,
the power line communication etc., were all part of the steel plant.  More-
over the cost of the ‘plant was also less because it was part of a package

It is understandable that these favourable factors made it possible to set
up the Kargali and the Durgapur Stecl Plant Washeries at a lesser cost.
But, the Committee are not convinced that these factors account for such
a large difference in the capital costs. The Committee recommend that the
easens for the ]g’;‘sg difference in the capital cost of NCDC Washery and
‘the Hindustan Steel Limited Washeries should be properly analysed for
future guidance. (Paragraphs 184-185) = . . = - e T



[M:mstry of Steel, Mznes & Metals (Department of I;'on & Steel) 0 M.
No Parl (6) 11/66 dated the 161h January, 1968} it u :

: Recommendatlon (Senal No. 47)

“In the ‘case of Dugda I the cost of washing is'more than double that of
Kargah washery.. ‘While the Committee agree that the factors referred to
in the preceding paragraph account for some increase in the cost of washing,
they are not convinced that they can account for such a wide difference.
They feel that the working of the washery needs close scrutiny with a view to
~'bringing down the cost. They urge that immediate steps should be taken
- towards 'this end and proper watch kcpt nll the cost comes down toa com-
: parab]e level. (Paragraph 190) :

Reply of Govemment

A comparauve item-wise posmon regardmg the behavnour of costs at
Dugda Washery between 1964-65 and 1965-66 is given below along w1th
© the cost of NCDC Kargali Washery in 1965-66 e

(A) Cost 0f Dugda and Kargah Washed C’oal _ s
g fie Cost of productlon at ; Cost of

;  Fpe B SR S e Dugda washery "NCDC'’s
N T e 4 gtk — W Kargali
i St e R 1 8 R LT Washery

S RER e (RS ITCW)

‘_964-65 > 1965-66 ]965 66

~ Cost Element«'. o oAbt

. Net. matenal cost e e . e i 52 e
Fraght' . w0 w s mebeibebiey 10476
Operating Cost o B S i3 o Fooa T3
Total Works Cost: ' '. TR TR B 142401
Depreciation SR QTR et 3RO
Interest on working capltal % AR o :
Interest on loan capital * b . 1491 091 e
Return on capital 3 315 . 1-60
Total cost/ price = ., S 2 4712 45-29 46-14
(B) Operatlon Data = ST / _
Item : & HSL-Dugda NCDC-Kargali
(i) Ashininput coal ., 5 g S 20 9%. 164 to 17-4%, Average
: i . 160 :
(ii) ‘Ash in washed coal g o : 17-4% 16+2 to 16-:4% Average
{ . 4 ; ; e i 16:3
(ifi). Extent of washing. . . .., R 5 o 0-J1 15.0-9 Average
v ; : . : . 0:5
(iv) Yield/Usage/Tonne of washed coal. ., . sz sy 69 9°/ or 1431 Kg
sk : 4 e Kg. /o1
) Yield of Mlddhngs : : 4 7 20 5% 10 9% :

) Averagecostofrawcoal Ll Rs 25-50/T Rs.27-10/T -
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It will ‘be seen from the above that the pbsmon in Dugda‘ has improved
both with referenc: to its own performance in 1964-65 and that of Kargali
Washery in 1965-66 3 g

In this respect it may be noted that a compansonvof ;Dugda thh the
Kargali Washery is not a comparison under equal circumstances. NCDC’
Kargali Washery enjoys a nomber of: advautages over Dugda

" The Kargah ‘Washery is a pit-hcad washery. Raw ‘coal fed into this
Washery comes from the collieries .of the NCDC. - Two advantages’ follow
ﬁ‘fgm t}uts.—one in’ respect of transport and the other in: regard to the quahty
of coa ed

Dugd4 isa cemral washery and gets its raw materlals from about 26
collieries varying in. 'washability characteristics. . If, for example, the average
ash content in the input raw coal at Dugda is 20 9 at Kargali it varies bet-
ween 174 to 164 to get an average of 169, “The extent of washing done
in Dugda is as high as 3-5 percent. - At Kargali it is merely 0+1 to 0-9
or an average of 0 6. Thxs is reﬂectcd in thc xtem shown in the table a8
operatmg cost. !

One of the prmclpal advamages of bemg a pit washcry to Kargah :s that
the element of cost on account.of freight is only Rs. 2 00 there whereas in the
case of Dugda it is as high as 1085 (1965-66). 1t may be noted further
that Kargali does not have to incur any cost on account of Marshalling Yard
opérations. Dugda, for reasons of being a central washery, has to incur it
1o the extent of Rs. 2 -50 per tonne. )

A better comparison could be to go by operatmg efﬁcnency in physical
terms both at Dugda and Kargali. In this respect, it will be seen that while
in Dugda the’ yield percentage is 82 -8 in spite of difficult washing, in the case
of Kargali it is only 69 9. This is also reflected in the item shown as net
material costs, It is expected that with increase in production during the
Fourth Plan penod the Washery at Dugda would xmprove 1ts operatmg
efﬁuency resulting in further reduction in costs. ;

[ Ministey of Steel, Mines & Metals (Department of Iron & Steel) 0 M.
No. Parl (6)-11/66 dated the 16th January, 1968]



CHAPTER w

RECOMMENDATIONS IN’RESPECT OF WHICH REPLIES OF
GOVERNMENT HAVE‘ NOT. BEEN ACCEPTED BY .

Reco mendatlon (Senal No. g

It appears that Govern’ nt at the time of appomtment of’ the consultants
drd not realise that in addition a Production ‘Adviser-will be'nieeded due to
the incapacity of the consultants “to -discharge’ that: function. ' When'this
was brought to their notice had to be taken in selecting a_suitable
firm, _ This. process was unnecessarily prolonged as it todk over 20 months
to appoint a Production Advxser after the apf)omtment of the consultant.

(Pa ragraph : 29)

Reply of Government

The Govemment was aware that' the fechnical know-how for the pro-
duction of Alloy Steel will have to be obtained from a source that was diffe-
rent from the consultants,” The ' ‘agréement’ with the’ ‘eonsultants -provided
that they would indicate in'the detailed- project report, - talents‘and résources
likely ‘to be actually available within'the country‘and fromi abroad ‘for pro-
duction know how and training. 'As hasbzén mzntioned in the foot note
under ‘paragraph 43 the Production'’ Advisers': were ' appointed: 'in” July
1961, i.e., within about 11 months of ' the'submission of the " detailed project
report y the' consultants or 1n about ﬁv 'onths after the aoceptance of

the prOject Teport. - 2
o [Mmzstry of Iron & Steel 0 M No. Parl (6)-1 1/66 dated Ihe 31st January,
L i

Comments of the Commlttee
Please see Paras 4-5 of Chapter I of the Report
Recommendatlon (Senal No. 6)

The Committee feel’ that the ‘time of 1% years ‘taken in approving the de-
tailed Project Report was too-long. -Perhaps it was not- necessary to send it
to all the parties mentioned in para 26 who necessanly took their time on
scrutiny. If a senseiof:urgency: was 'shown:it-should have been possible
to rednce this tlme consnderably (Paragraph 28) r 57

Reply of Govemment

It is not correct that 1t took 1»} years to approve ‘the. Detal!ed Pro.)ect
Report "The - Project: report - subrmtted by Dastur & Co. - in . August
1960 was approved n February 1961, i.e. in about 7 months/ tnme Further,
time was however, taken 7in obtammg the  views of the productron adyisers
and to modify the report to the extent necessary in view of these comments.
Since this was the first proJect of its kind to be set up in India some detailed

examination of the varxous 1ssues was necessal‘y .
%\lmzstry of Iran & SteeI O M No Parl (6)-1 1/66 dated rhe 31 st January,

29
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& Commeots of the Commitiéé ki
* Please see Paras 9-10 of Chapter I of the Report
' Recommendatlon (Senal No.. 10)

The Dctanled Project chort enwsaged compleuon of alI the prehmmdry
stages within 12 to 15 months. The time actually taken for their completion
was 30 months. The delay . in the appointment of Production Adviser
has been referred to in para 25 ante. The Committee find that even after
the approval of Detailed Project Report, Government had taken three months
to give approval for the issue of invitations to tenders. . After inviting tenders,
it.took nearly an year for the ultimate selection of the: supphers

The Committee cannot escapc the conclusion that the entire work has
proceeded in a leisurely manner. In none of the various stages could it be
said that delay was inevitable. If a purposeful effort had been made at any
stage it should have been possuble to reduce the delay considerably. (Para-
graphs 44-46). ol Zo

SR T ; Rep!y of Government

. The Detailed Pro_;cct Report submitted by the consultants was approved
in Pebruary 1961. - In February 1962 HSL had approved the revised pro-
ject after obtaining the comments of production advisers and the consul-
tants. ~ Since the revised project increased the costs substantially, the matter
was referred to the Government for its approval Examination of the pro-
posals took some time and the Govemment s approval to the issue of invi-
tations to tenders was conveyed in May 1962.. The approval in February,
1962 was that by HSL and that in May 1962 by Government. The time of
3 months taken by the Government in examination of the revised project
‘cost is considered reasonable. ‘The ultimate selection of suppliers did ' take
some time because of the complex nature of the project and the alternative
proposals offered by the equl}:ment suppher as also availability of foreign
credits for financing the ¢ost of the project.

[Ministry of Iron & Steel 0. M. No. Parl’ (6)-11166 dated  the 315t
January, 1967) e ;

; " Comments of the Conumttee
Please see Para 13 of Chapter 1 of the Report

Recommendatlon (Serial No. 12)

The Committee feel that a very ‘Jenient view has been taken of the slow
progress of work by the consultants. , There has been delay from the very
beginning.  Soil investigation, which was to have been completed by July,
1961 was completed in January, 1962. Soil preparation which was to have
becn' done between February, 1961 and February, 1962 was not completed
even by the 30th June, 1964.  The progress ‘achieved by 30th June, 1964
was snc le\'elhng 84 per cent’ and embankment 50 per cent, (Paragraph 56)

Reply M CB%H!MM

The progress of the consultants has been rev;ewed on several occasions.
Some of the delays on their part were due to' non-receipt of :data from the
.Eqmpment Supphers. This data accordmg to the consultants, was necessary

e
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for them to prepare ‘the specxﬁcatlons As regards ‘delay in soil investiga-
tion' and soil’ preparation, the consultants have explained the delay due to
the late appomtment of Contractors who ‘were to- execute the actual work

: Further lnformatlon called for by the Comnuttee

I (a)-:Please:mdxcate the specific cases where. supply. of: specifications: was
delayed by the consultants though the supply of such specifications
was; inot  dependent on; data: from the equipment supphers, the
extent of delay and the loss suffered on this score. :

-(b) Has any action been taken against the consultants in such cases of
delays ? If so, what 7' ;

"l__"(c) How far the explanatron given by the consultants that soil mvestx-
. gation ‘and soil preparation_were delayed due to late appomtment
..of contractors who were to execute the actual work is true 4

“ " (dy The time by which' ‘appointment of ‘contractors was delayed and the
“reasonstherefor, Who ‘were: responsnble for:this: delay in: appomt—
ment. ? :

[Lok Sabha Seclt 0 M No. 22~84/67 dated the lOth July, 1968]

Furtber Reply of Government :

£ (a) The liét of specnﬁcatlons which were considered to have been delayed
’ are mentioned in para 55 of the 31st Report of the Commrttee on
Public Undertakmgs (Third Lok Sabha).

The consultants’ ‘contention was that such specifications could be
issued by them only after  getting relevant data from the suppliers.
This position has been conﬁrmed by the C E. & D. B. of Hmdustan
Steel Limited also. ...

In view. of the above, the Questlon of loss suffered due to delay in
i .'»l‘CCClpt of specrﬁcatrons etc., does not arise.. : ki

i (b) In view of the explanatton oﬁ’ered earlier in reply to Questron 3(a)
under serial No. 12, the question of takmg action:against the con-
sultants does not arrse.

(¢) & (d) According to the D. P R the soﬂ mvestlgatlon and site level-

ling were to be completed in 16 and 12 months’ time respectively

-from the date of order to proceed with the Project from the Goyern-

ment. The D.P.R. was accepted. in February 1961 by the Govern-

. ment. Assuming February 1961 as the date to- proceed with

' the project, the soil .investigation . and.site levelling should have

~ been completed by August ‘61 and February ‘62 respectively, As

'»aga;nﬁt ‘these, the actual executlon of varlous 1tems of work was
. asfollows :— " P ;

Sozl Investzgatzon Harin

The sp cxﬁcattons for soxl mvestigatxon were recerved from the eonsul-
tants in February, 1961. These were subsequently scrutmxsed and revised in
consultation with the consultants. . Tenders were invited, the opening date
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of which was ﬁxed for April 12, 1961.: lnft,he mean time, on gmnnds of
urgency, . one. of the reputed Calcutta. firms were .entrusted. wi s work

Later when their performance was found to be not tory, .
tract was terminated and the work was entrustcd to ‘another. contractor,

who submitted a quotation in responsé to earlier invitation to tender. - The
\g'ork vi;as completed by January, 1962 There was thus a delay of about
months s b A e B el A il 2

‘The consultants ‘could start  detailed desxgn work only after ithe final
layout ‘was accepted and the Main Plant: Contracts were awarded, i.e. by
about the end of 1963.  In the circumstances the earlier delay of about 6
months in complctmg soil mvemgatwn was 1mmatenal '

" Site Levem’ng

-So far as site levellmg is concerned, the contract for the same was awarded
mApnl 1962 after . observmg the necessary formahtxes Under one of
the contracts awarded, A.S,P. were to assist the Contractor in
geocurmg certain earth-movmg machmery from abroad. Import could not

arranged in time:. Due to this, :it:became necessary to carry out the work
manually. - Further the performance of the Contractor was also found to

be slow. :
~ In view of the above, we feel that placement of contracts was not really
the factor contributing to dclay m the execuuon of soxl xnvestlgatxon work
and snte levelling. "
[Mimstry of Steel and Heavy Engineermg O M No. AS-1(18)/65— Vol. I
dated the 5th March 1969] SR : H

: Tt Comments of the Committee
PlcaSe see paras 20-21 of Cbapter 1 of the Report

Reeommendaﬁon (Serial No. 14)

The Committee find that there have been delays by the Suppliers and
Contractors. Before final paymcnt is' made to them, the performance of
each should be carefully examined and the clause providing for the levy of
liquidated damages should be suitably invoked. (Pamgraph 59)

Reply of Govermnont

Noted. - =
[M:mstrv of Iron & Steel 0. M. No. Parl (6)-1 1/66 daied the 31st January,
967

'_ Recommendanou (Serlal No. 15)

So far as the estimation of loss suffered or extra cxpendxture incurred is
concerned, the project authorities have admitted that it would be desirable
to calculate them, but they havs stated that it can be done comprehensively
only at the completion of the project. The Committee think that such
calculgtion—though it may be a little rough——should be made concurrently

so that the &onsequéndes of dalay i eanstriction] ;&mméﬁmg are broughi:
home to all concerned more pointedly. (Paragraph 60)
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Reply -of the Government
Noted ‘
[thstry of Irv
967} . »

-“&,SteeIO M. No ParI (6) “66:dazed tlte 31stJanuary,

Further informatlon Gad foi by the

(a) Has any attempt been made to assess the extent of loss suffered or
extra expenditure incurred on account of delay.in construction/commission-
ing since Apnl 1966 ? If s0, the detalls of such loss/extra expendlture may
be gwen

(b) Has any acno n .been taken to levy the hqmdated damages as provxded
in the contract. with, the suppliers and contractors ? If so, Wwith what re-
sults.? If not, the reasons therefor b i

(Lok Sabha Sectt 0. M No.: 22-PU/67 dated the IOth July, 1968)
Further Reply of Government -

(a) Delay in constmctxon/commlsswmng of" the Plant is likely to result
in (@) increased capital cost (b)-loss of production and. consequential  loss
in production. So far_as (a) is concerned, it is estimated that the additional
capital cost due to deldy in completion - of the Project beyond April, 1966
may be put at Rs. 9-50 Mllhon as per detaﬂs gwen below —_

(a) Consultants fee s ks o Rs 4- 10 mxlhon
(b) Expendlture durmg Constructlon Hw Rs 5 40 mllhon

“Rs. 9-50mill_ion :

Tn addmon to the above, some portlon of mcrease due to enhanced custom

.duty rates, devaluation of rupee and wage escalation will also be attributable
towards delays. It is, however, difficult to. quantify the amounts. As re-
gards (b), the loss of productlon due to delay in completlon is difficult to
quantlfy ; :

(b Although a suntab]e clause provndmg for levy of hquxdated damages
is included in all the contracts, actual levy of damages presents
considerable- difficulties. In such large contracts, the contractors usually
build up- their prices.on the basis of the Plant supplying .them certain essen~
tial construction materials. . -During the period ‘when .this Plant was under
constructxon, the supply position of cement and steel in particular, and
many. other items in general, was rather difficult. Consxderable delays did
take place on account of non—supply of such materials. in time. Levy of
liquidated damages would only invite counter claims from the contractors,
and which, if referred to arbitration, might be decreed against the Plant.
‘Under some supply contracts, ‘liquidated damages have, however, been
levied. All the main Contracts have yet to be finalised and the levy of

damages, Wherever necessary and pastible, will be considered.

[ Ministry of Steel & Heavy Engmeenng 0 M No AS—I('S)/65-V01 II
dated the 5th March, 1969).
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Reeommendatmn (Sena! No. 16)

~ The OOmmnttee fmd that the Consultants and Contractors have ‘been
blammg each other for poor progress in construction. It is regrettable that
in spite of the fact that the Chief *Engineer of the PwJect was in‘overall
charge for construction and erection, ‘these delays and bickerings have occur-
red. ~This can be attributed to, poor co-ordination and control. The Com-
mittee expect that those responsible for the delays will be penalised and proper
supervmon cxercnsed m future (Paragraph 66)

AP

Reply of Guvemment

It s truc that for qulte some time difficulties were experlenced in coordl—
nating the work, of A.S.P. However, since the constitution of the Planning
Rcwewmg Commlttee, in "October, 1964, there has been substantial improve-
ment in the situation and much bétter coordination exists at’ A S P Com-
mittees recommendatxon s with regards to penalities is noted. - :

96!7Mmtstry of Ironh&_ﬁSteeI 0. M. No. Parl.(6)-l-1v/66 ‘dated the 3131‘.January,

: sii Comments ol' the . Comnuttee
Rc garding Replies to Recommendatnons at Serial Nos, 14 15 and 16
Plcase see Paras 27«—28 of. Chapter I of the Repmt. T e

Recommendatmn (Serial No. 49)

As regards the suggesuon that the washeries should be treated as service
units, the Committee are of the opmlon that if: the Washeries are to work
with maximum efficiency at minimum cost, they should function as inde-
pendent commercxal enterprises and show comparable results with other
washeries in the country.~ If on the other hand, they are treated as service
units, there will be no incentive for them to keep their cost of producwn
down and it wdl perpetuate mefﬁcnency (Patagraph 197) ‘

Reply of Government 5

H S.L. is of view that tlu. Washeries are meant to be service units only
established with the main objective . of conserving the limited stock of coaking
coals and they should not be made to achieve cost plus financial results at
the cost of main steel producing units, whose financial achievements are
already burdened with heavy capital fixed costs. According to them, the
perfonmmcc of the Washeries can be’ judged by applymg ‘other criteria
such'as incréase in producnon quality of coal washed, maintenance  done,
ete. In fact, these criteria are being applied in evaluating ‘the performance
For improving the quantity and’ quaixty ‘of coal washed suitable Incentive
‘Bonus Schemes have alrewdy been mtroduced at Dugda I and Bholudm
Coal Washems i

[Mm:strv of Steel Mwes & Melals (Department of Iron & Steef ) 0 M v
No. Parl (6)41 6(’5 da{ed the: 161)'1 Jammr}' 1968] :

Commantg bf ﬂlé Cummlttea

Ple'*me cee P"ara sl of Ch’mtw 1 of the Report




~CHAPTER V

RECOMMENDATIONS IN RESPECT OF WHICH FINAL RE-
S an PLIES OF GOVERNMENT ARE STILL AWAIT ED

NIL

G S DHILLON
Chairman
: Commmee on Public Undertakings.
New Dnun F i
April 33, 1989
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APPENDIX 3 E

(Vzde reply to recommendatxon at Semal No. 33 Pagc 21)

Replv of Government - to Recommendatzon at Serial No 15, Para 57 of
: the 29th Report on Durgapur Steel Plant. o i

. Recommendation

The high ash content in the coal results in lower blast | furnace output
and consequently higher cost of productlon The Committee ‘desire that
some suitable solution should be found in order to ensure supply of required
quality of coal to the steel iplants. They would alse urge that the comp-
laints from the Steel Plants regarding quality.of coal supplied by the  collie-
ries should ‘be dealt with quickly by the Coal Board and in case it is found
that the coal supplied is inferior, immediate regradatxon should ‘be done
to-avoid extra payments by.the Steel: Plant. The time taken: at present in
this regard, whxch was stated to be about 6 months can hardly be consnder-
ed satxsfactory

Reply of Go'vernment

The Ash content bemg generally high a sizeable quantxty 1s, washed be-
fore it is fed to the Coke Ovens. - With a view to conserving: the limited
resources of metallurgical Coal, the coking coal collieries have been linked
with the steel plant and coal washenes The available coal is allocated to
steel plants and washeries by the Coal Controller on the basis of technologi-
]cal reqmrements of the. plants, takmg into consideration the chemlcal ana-
ysis etc. . :

C ?i The followmg actlon has been taken to ensure supply of quahty
08l s :

(1) A Commlttee, cons:stmg of the representatives of cokmg coal
~ .producers and consumers, has been constituted, which would
devise a ‘mutually acceptable system-of joint sampling of, coal

(u) ‘As an experimental measure, it has been decided to appomt an
& Independent Agency to carry out sampling and analysis simul-
. taneously at 20 to 30 selected loading points - and * at

. destination. This agency would .also explain reasons for any
~.variations in quality at the two. pomts—-loadmg and destination.

’1;!113 A?gency has been selected and the work is hkely to commence

N orty ) ; : i
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"APPENDIX ‘I

(Vide rcply to recommendauon at Serial No. 42 Page 23)

Note on comparative cost.s' of szwpl:es be:ween Dugda ana Kargah
Washerles

It is difficult to compare the costs bétween Kargah and Dugda Washenes
The flow-sheet for the two plants and the problems encountered are totally
different, although there is no great difference in_ raw coal mput Tlus
difference is mainly .due to the following :

1. At Kargali there is practically no stockyard and the coals are fed
dxrcctly to the washery from the mine and as the washery is located at ‘the
mine. At Dugda coals will come by railway wagons from nearly 30 collie-
ries or more which have to be tippled and stored. 30,000 tons of storage
has been provided.  Against this at Kargali there are two ropeways being
constructed for supply of coal from Bokaro ata cost of about Rs, 26 lakhs
No car hauls, tipplers or weigh bridges were provided at Kargali ‘whereas
at Dugda there are included both for raw as well as washed coal.

2. At Kargali, due to the limited source of supply from two collieries,
there was no need for providing pre-washers. Instead, there are after
washers.  After washers for recovery of middlings deal thh only 245 (180
plus 65) tons/hr. or only about 30 percent of the total input is re-treated.
At Dugda, 95 percent or more of the coal has to be re-treated. This means
that the total installed washing capac:ty at Dugda is nearly twice as much
as at Kargali. For evéry 100 tons input Kargali washery has to  deal with
130 tons; at Dugda, 195 tons. As a result handling, screenmg, washmg
etc., is nearly double that at Kargah .

3, At Kargah there are three M.M. S Washers (mcludmg a rewasher)
of a total capacity of 540 tons/hr, at Dugda, 560 tons/hr. At Kargali,
the jig washer capacity, including rewasher, is 290 tons per hour; at Dugda
720 tons/hr.  Thus, the total washing capacity at Kargah is 830 tons/hr
as against 1,280 tons/hr. at Dugda ‘

4. At Kargali, there is only one set of loading bunkers directly situated
over rail with no facilities for blending of individual coals no automatic
loading devices, no bin level indicators. The total loading bunkers capacity
is about 4200 tons. ~ At Dugda, there is a 4000 tons blending cwn—dewatenng
bunker involving extra mechanical equipment and conveymg eqmpment
plus additional single line loading bunker of 2500 tons. |

5 (@) At Kargali, there are only nine sets of conveyor weighers
and recorders; at Dugda, there are sixteen of them,

- (b) AtKargali, there are no automatic samphng equlpment installed,
At Dugda, there are sixteen such sets. This is essential for
washing of complex coals.

6. The centralized control at Kargali is in two blocks; at Dugda it is in
ﬁve blocks due to additional equipment.

7. The spares and stand by at Km-gah were valued at Rs. 6 lakhs, at
P“&ia mm Bﬁ. 12 lnkhs.

38
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8 The tlncknets at Dugda are larger than at Kargah and addmonal
capacxty of centnfugmg is also prowded :

9, The cml works cost at Dugda 1s nearly thce as much as at Kar—
gah.

10. Apa.rt from the foregomg, provxsxon has been made in the Dugda”
tender for water supply, internal roads and dramage machine shop and
laboratory equipment, telephone and inter-communication = system and
automatic density control of H.M.S. plant. None of these are provided
in the Kargali washery. Additional provision has also been made at Dugda
is"%r Ha 1gmg main system hydrauhc couphng of all conveyors motors about

" 11. There has been an: mcrease in the labour wages as’ well as pnces of‘
steel and cement since October 1955, When Kargali was tenderd.

-~ 'The total cost of Kargali washery was Rs. 162 lakhs excludmg fre:ght
insurance and customs duty, ‘and F.Q.B. supplics amounted to Rs. 126
lakhs. ‘The cost of Dugda would be ' about Rs. 400 lakhs and F.O.B. Sup-
plies roughly Rs. 150 lakhs. The d:ﬂ'erence is mamly due to the reasons
mdxcated above at items 1-11 ; ; VI 00k



. APPENDIX Il
(Vzde ioot-note at. Pagc 3.of the Report)

Nole regardmg I’ara 13 of. Chapter I of tlze Repor subm:tted .b ‘HSL
sl tlze time of. factual verification : ‘

It lms bceu obsarved that about 4 year 'was taken by the Government in
sclc.ctlon of ‘suppliers and this period ‘did not appear to-be justified. The
Committee have, therefore, reiterated their recommendatnon that the
entire work was proceeded. in.a leisurely manner. .

[t may be pointed out that the total time taken betwaen issue of NIT
and the issue of letter of intent was. 103 months. (from June 1962 when the
tenders were issued. to. Apnl 1963 when the letter of intent was. issued).and
not 12 months, OQut of this permd of 104 months, about ‘6:months were taken
by the tenderers in submitting their. quotahons. _And out of th balance
period of 4% months, the consultants took about 8-9 weeks to: scrutinise the
large number of tenders received from contractors all over the world and
to submit their recommendations.  The remaining period of about 9-10
weeks was taken by HSL and Government to study and approve the consult-
ants’ recommendations and locate the source of foreign exchange. Keeping:
in view the volume, complexity and value (about Rs. 20 crores) of work involv-
ed and the time taken to locate foreign developmental aid of this order, the
period of 4} months taken by the consultants, HSL and Government to
scrutinise tenders, secure a source of financing foreign exchange, approve
recommendations and issue letter of intent cannot be consxdered long. In-
fact, this was one of the qmcl\ect _jobs done. c

&




APPENDIX IV
(Vza’e Para 4 of Introducnon)

; 'Analyszs of action taken by Government on the recommena’atzons cantamed
‘. in- the Thirty-first Report of the Comnnttee on Pubhc Undertakmgs?

I,

V.

- (Third Lok Sabha)

i Total Number of 1ecommendatxom made

L ‘Recor:mmendauons that . have been accepted by Government (vide &
-recommendations at 8. Nos. 1,3, 7, 8, 9, 11, 13,17, 18, 19, 20, 22,23,

25, 26, 27, 28, 29, 30, 31 32,33 34 35 36 38 39, 40 44 45 48, 50

and 51) 3

.Pcrcentagetototal ". i 3 ‘ ;

_Recommendatlons which the Committee do not desuc to pursue in .
view of Government’s reply (vide recommendanons at. S, Nos 2, 4,

21724, 33 <37, 41 4.., 43, - 46 and 47) i
Pelcentagetototal SRRl D e e

'Recommendanom in_ respect of which replies of Government have :
not_been accepted by the  Committee (vide recommend'mons at’:
S. Nos. 5, 6, 10, 12 14 15, 16 and 49)..‘ s i

Pelcentage to totdl

Rccommendallons in lesput of which final xephes of Governmcn( are
still '1walted : i 8 5 oSS ‘ 4 . 5 ‘

® ‘f 51

3
627

11
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