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INTRODUCTION

1, the Chairman, Committee on Public Undertakings having been
authorised by the Committee to submit the Report on their behalf,
present this Sixty-fiftth Report on the Mining and Allied Machinery
Corporation Ltd.

2. This Report is based on the examination of the working of the
Mining and Allied Machinery Corporation Ltd. upto the year end-
ing 31st March, 1969.

3. The Committee took evidence of the representatives of the
Mining and Allied Machinery Corporation Ltd. on the 27th and 28th
August, 1969. They also took evidence of the representatives of
the Undertaking and the Ministry on_the 25th September, 1969. The
material relating to the Mining and Allied Machinery Corporation
Ltd. was processed at various stages by the Study Group I of the
‘Committee on the Steel and Heavy Engineering Undertakings.

4. The Report was adopted by the Committee on the 30th March,
1970. '

5. The Committee wish to express their thanks to the officers of
the Ministry of Steel and Heavy Engineering and the Mining and
Allied Machinery Corporation for placing before them the material
and information that they wanted in connection with their exami-
‘nation.

6. The Committee also place on record their appreciation of the
assistance rendered to them in connection with the examination of
Audit Paras pertaining to the Mining and Allled Machinery Cor-
poration Ltd. by the Comptroller and Auditor General of India.

M. B. RANA,
Nxw Drxunu; Chairman,
April 20, 1970. Committee on Public Undertakings.

Chaitra 30, 1892 (S). '

(vii)



Y
INTRODUCTORY

In July, 1956, at the instance of the Government of India, a teamr
of Soviet specialists came to India to advise Government on the
establishment of Heavy Machine Building Industry in this country
and as a part of their study, they also examined the feasibility of
establishing a plant for manufacturing coal mining machinery in
the Public Sector. On the basis of targets fixed for coal raising dur-
ing the Second and Third Five Year Plans, the Soviet Team recom-
mended that a plant with an initial annual production capacity of
30,000 tonnes of coal mining machinery might be established.

The report was published in January, 1957. In consequence to
this report, an Agreement was signed, between the Governments of
India and USSR in February, 1960 to establish a Coal Mining Ma-
chinery Plant at Durgapur, under the control of Heavy Enginering
Corporation Ltd.,, Ranchi. The Coal Mining Machinery Project at
Durgapur was set up to manufacture coal mining machinery, e.g,
conveyors, coal cutters, combines and loaders, haulages and win-
ches, pumps fans, locomotives, coal beneficiation equipment and
other miscellaneous equipment and spare parts. The Coal Mining
Machinery Project, Durgapur remained under the control of HEC
Ranchi uptil 31st March, 1965.

1.2, Mining and Allied Machinery Corporation Ltd., Durgapur
was formed on the 1st of April, 1965, with an authorised capital of
Rs. 20 crores to take over the Coal Mining Machinery Plant from
Heavy Engineering Corporation Ltd., Ranchi.

1.3. The object of the Company was to manufacture diverse types
of coal mining machinery and equipment and other allied items in-
cluding coal handling and coal washing plants as well as general en-
gineering machinery and structurals.

1.4. The Project was examined by the Estimates Committee
(1963-64) along with other projects of the Heavy Engineering Cor-
poration, Ranchi when it was under the control of HEC, Ranchi.
The Estimates Committee presented to the Lok Sabha their Fifty-
first Report on the Ministry of Steel, Mines and Heavy Engineering—
Heavy Engineering Corporation Ltd., Ranchi, on the 3rd April, 1964.
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‘The Seventh Report of the Committee on Public Undertakings on
the Action Taken by Government on the recommendations contained
in the Fifty-first Report of the Estimates Committee was presented
to the Lok Sabha on the 5th March, 1968.



9.6bz 00-09LE z€.015€ ¥g-1¥g€ 00-05L1 * SBuInsy 103{o1d V0L
6281 001 gy 80-1gP #g-116 * dpyjsumo Jo ‘wsnoD °d
9L-99 00-96pf  br.6E0E  Q0.0€6  ©0.0SLI . w0,
o¥.z 00-S3E ¥s. 282 Amypuadxy InWIASY paseR( -8
L9-0 ag-14 €1.1L 00,09 Supgenvo-Mnipudsd 14
WAR S L1711 00-Qh1 iasafxs w9 10u0 FIPYSXH "9
€0-9§1 €0.9€1 00-$61 e : * 930 sBupmeap:Supgios Lpds) 39 (odd nIweq 5
) zg8 T6E Q0° 107 4 PolIRA uol1201FBuURANp smrpuadxyl Buli:N-ueu Pus BUEINIINIPO " F
o fs 00-9061 05.61 00.#€1 00.7121 oo T T T s dmypuaday uondeayg €
zg.obb1  @o.0161 032 SIATERIPUO=IFe- ‘SBUMP “IMIUIPG Swpnpulauswdinbs R 1geld 3€
L1-q1 00.$¥9 fig. k9 ao.zTl 00.8€$ . : : : : : TGO [1ATD) WuBId ¢ ¢
wueld v
= = < A o T T i Frooo
»Ifpid
9391dwod 03 Go-Ee1 €
pazmnbaz . -21dn $961 ‘ounf (1961)
smjgpusdx> . umunsg  anupuadxs swnsgf N Jod se
m|pang -pasiaay] Ry ruwsuo aswpsy ~SINNOpIRg “ON 38

(syxe] w! SW)

29104 9Y1 9191409 03 Passnbas xnyPUIG NG LoyIunS sY3 D SIIDUINSD PISIIL 3SID] NI 696 YOOI
193E 01dn paiinyus-pnIpYIdNe ghmw«a 1 ‘sunf us. Aupdwiod) u&. £q posiass sp ‘3961 Uy ¥30A8 5D 1500 fo sADMRRS §yI ML U Aolagiolqo sy Y, (3)

SALVWILLSE IDI[0U]

n



4

(A) Frequent Revision and Delay in the Approval of the Project
Estimates -

2.2, The first Detailed Project Report (30,000 tonnes stage) was
received in April 1959 and the second Detailed Project Report
(45,000 tonnes) stage was received in August, 1961. According to
the estimates given in the Detailed Project Report submitted in
1961, the Project was to cost Rs. 1,747.88 lakhs. Since these esti-
mates had not provided for township and expenditure to be incurred
during comstruction and on Foreign Experts and also for working
drawings, technological documents organisational manual, etc. a
approved in 1964 by the Board of Directors. According to the
Estimates, as approved by the Board in June, 1964, the P.ro;ect was
to most Rs. 3,841.84 lakhs,

2.3. While explaining the reasons for nbn—inclusxon.o“t cost of
construction and township and the other items in the DPR the
Management has stated:

“the DPR estimates generally covered those items of work or
supplies which were to be executed in collaboration - with Soviet
agencies. It was agreed that a large number of items of work and
supplies could be handled by Indian organisation. This arrange-
ment also included work of designing of certain buildings and
equipment for these from Indian sources. The costs.of all these
items could not be included in the DPR as the estimates were to
be prepared subsequently by Indian agencies and layouts were to
be generally approved by the collaborators.”

24. It has been stated that the increase under items 1, 2 and 3

in the table on page 3 over the DPR estimates, was due to the
following reasons factors —

(a) Construction work

(1) Nonsprovision of customs duty, clearance and handling
charges, etc. in respect of imported items used in the
construction work (Rs. 30 lakhs).

(i) Construction of experts’ hostel and othet residential
buildings for experts (Rs. 54 lakhs).

(il) Temporary consttuction of factory buildings, work-
shop, stores. and enabling works, etc. (Rs.' 100 lakhs),

(b) Plant and machinery: -

(1) Non-provision of customs duty, handling and clearance
charges, port trust and transport charges (Rs. 200 lakhs).
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(i) Purchase of indigenous equipment at a higher cost in
lieu of imported equipment (Rs. 40 lakhs).

(iii) Non-provision of tools and fixtures, construction equip-
ment and equipment for enabling works (Rs. 160 lakhs).

2.5. The Project Cost estimate was submitted to Government
after approval by the Board of Directors in June, 1964. In June,
1965, Government asked for clarifications as to whether the esti-
mate as submitted was final in the light of actual expenditure so
far incurred and the balance expenditure already committed andjor
anticipated as also the possibilities of reduction in expenditure on
other accounts. The estimates were also to be checked up on the
basis of possible changes which might have come about due to modi-
fications etc., which were to be made in the interval between the
preparation of the estimate and its submission. In the meantime,
the rupee was devalued and the extra expenses on imported plant
and equipment was to be worked out in consultation with the
foreign suppliers on the balance items which were to be imported
after devaluation and this took some time. With all these clarifica-
tions and checks and counter-checks the project cost estimates
were revised and submitted to the Board in May, 1967. At that

stage, the project cost was estimated at Rs. 31.73 crores excluding
township.

2.6. In May, 1967 the Board considered the estimate and made
the following suggestions:

(1) that a comparative statement with break-up of the
original estimates and the revised estimate under various
heads of expenditure showing the surplus and excess
expenditure be prepared with reasons for such variations:

(2) break lup of the expenditure on salary and allowances
with reasons for the increase of the amount from Rs. 14
lakhs to Rs. 263.60 lakhs;

(3) interest charges payable on loans;

(4) detailed break-up of the recurring and non-recurring
office expenditure;

(5) that a final date should be fixed for the completion of the
" construction of the plant and that the Managing Director
put up a note to the Board in this respect:

(6) that the total number of construction staff should be
reduced substantially and those of the employees who
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could not be abserbed in the production orgunisation be
declared surplus.

2.7. The above suggestions of the Board were taken intoe conside-
ration and the revised project cost estimate was prepared and sub-
mitted to the Board in November, 1968. The project cost estimate
was then worked out at Rs. 42.12 crores including township (Rs. 9.12

.res). The Board considered this estimate and desired that—

(1) the estimate be prepared by giving a break up of the vari-
ous items and the reasons for increase of the estimate
from time to time; '

(2) estimates for construction of township should be made
on a more realistic basis depending on actual requirement
of quarters.

2.8 A revised estimate on the above basis was submitted to the
Board in August, 1969. The estimate at this stage was RBs. 39.63
crores. It is understood from Audit that this estimate was further
revised to Rs. 37.80 crores and was approved by the Board on 20tb
December 1968. The Committee were informed that the revised
estimates have not been approved by the Ministry.

2.9 The Committee enquired whether Government had prescrib-
ed any time limit within which the estimates might be finalised by
the Undertaking and if so, what directions were issued by the Minis-
try in that regard. The Ministry in reply stated that “no time limit
has been prescribed. The Company were reminded from time to
time about the necessity for submiting the estimates quickly.”

(B) Incurring of Expemditpre without approval of the Estimates

2.10. The Committee enquired as to how far it was appropriate on
the part of the Corporation to incur the expenditure without getting
the estimates approved by the Ministry. It has been stated that the
capital expenditure had been incurred by the Corporation on the
basis of annual estimate approved by Government year to year. In
preparing such annual budget estimate care was taken to ensure that
the total expenditure did not exceed the overall estimate approved
by the Board of Directors in June, 1964.

2.11 From the table given at page 3 it would be seen that though
the total expenditure incurred by Corporation on the project was not
more than overall estimates approved by the Board, expenditure on

certain individual items (items 4, 5, 7 and 8) was more than the
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sanctioned estimates e.g. office expenditure had‘gone up tc Rs 392.82
lakhs as against the sanctioned expenditure of Rs. 201.60 lakhs,

2.12 In regard to excess expenditure of Rs. ‘11.18 lakhs against
item 7, it has been stated that the Corporation had to spend a sum
of Rs. 11.13 lakhs in excess, for sending reasonable number of em-
ployees to USSR for training. The Commitee have, however, been
informed by the Audit that according to the verification conducted
by Resident Audit Officer, a provision of Rs. 60 lakhs was made for
227 personnel. Actually, 180 person were sent and the expendxture
incurred was Rs. 71.13 lakhs.

2.13 Expenditure incurred under item 8 i.e. De‘erred Revenue
Expenditure, was in the nature of salaries incurred for departments
such as Product Design, Technology, Tool Room, Tool Design etc.
and also for depreciation on construction equipments and other as-
sets which were used for construction activities. It has been stated
that these have been charged to Deferred Revenue Expenditure
since Corporation expect to utilise the benefits of such expenditure
in the long run. This eventually was not foreseen and provision'
was not made in 1964.

2.14 In the absence of sanctioned estimates the Committee en-
quired as to how the Government alowed the project to incur ex-
penditure and what safeguards had veen provided to ensure that the
expenditure was incurred within appropriate limits. It has been
stated that ‘funds are being provided to the Comipany on the basis of
the provision made in the budget each year after scrutiny of their
programme for the next year.”

2.15 As regards the revision and delay in the approval of the
Project Estimates, the Estimates Committee in para 150 of their 51st
Report (3rd Lok Sabha 1963-64) on Heavy Engineering Corporation
Ltd., (the CM.M.P. was at that time a part of HEC 1td.) had re-
eommended as follows: —

“The Committee fail to understand why costs of obvious items
like consultancy fees, customs duty, port trust charges,
foreign experts, training of Indian Engincers, enabling
works, sand washing plant railways siding outside plant
areas, etc. which amounted to Rs 65 crores, should have
not been provided for in the DPR estimates. This is spe-
cifically 50 when the Indian experts are z:cocialed with
the preparation of the detailed projects reports at every
stage. Time and again .the Committee have emphasised
that the total commitment on such projects should be

prepared as realistically as posrible in the beginning and
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should be available to Government and Parliament be-
{fore a project is approved.

It is not correct to undertake a project on the basis of incom-
plete estimates and to subsequently increase the outlay
thereon, which has in any case to be agreed to by Gov-
ernment—a feature which is fairly common to most of the
projects and which has to be discountenanced. The Com-
mittee recommed that the final estimates of various prc-
jects be immediately prepared and placed before Parlia-
ment with proper explanation for variations between the.
DPR estimates and the anticipated cost.”

2.16 In their reply dated the 8th November, 19685, the Govern-
ment stated that the capital costs of the Heavy Engineering Corpo-
ration’s Project had been obtained and these were being examined.
A decision was cxpected to be taken shortly.

2.17 The Committee enquired as to how the Ministry exjlrined
the delay of over 5 years in finalising thc estimates of cost ¢f the
project particularly in the light of the recommendation made by the
Estimates Committee. The Ministry have stated:—

“It is unfortunate that there has been a grest delay n the fi-
nalisation of the estimates by the management «f the
Company.”

2.18 The Committee find that upto 31st March, 1969 Rs. 33.10
crores have been spent on this project. hey regret that the pro-
ject estimates have not been approved by the Ministry in spite of
the fact that the Estimates Committee (1963-64) in their 51st Report
bad recommended that “the final estimates of various projects be im-
mediately prepared and placed before the Parliament.” In Novem-
ber, 1965, the Ministry in reply to the above reconurendation of the
Committee stated that “the capital costs of the Heavy Engineering
Corporation’s projects have been obtained and these are being exa-
mined. A decision is expected to be taken shortly.”

2.19 The Committee take a very serious note that the Ministry
have shown a scant regard to an important recommendation of the
Committee referred to above and have not implemented the cate-
gorical assurance given by them to the Committee on Public Under-
takings. They would like to re-emphasise and reiterate what has
been stated in the 51st Report that “the total commitments on such
projects should be prepared as realistically as possible in the begin-
ning and should be available to Government and Parliament before
a project is approved.”



220 The Committee regard it highly improper that Government
proceeded with the setting up of a project of this dimension without
a clear idea as to what the project would ultimately cost. It is un-
fair to the Parliament and to the country to make them commit to a
project on piece-meal basis from year to year without giving a true
and réalistic picture of the final cost of the porject. Government
presents before the Parliament the expenditure already incurred on
the Project as fait accompli. The final sanction and approval of the
-estimates or its revision is the responsibility of the Government on
the basis of which the budgeting and incurring of expenditure should
take place. The Committee feel that it is the Ministry that should
blame -itself for inefficient management and non-sanction of the pro-
ject estimates for the last 10 years.

2.21 The Committee feel that it is highly improper to incur ex-
penditure in exeess of the amount provided for under a particular
head and to adjust the same ‘according to convenience under another
head. They also deplore the creation of a new head ie, “deferred
zevenue expenditure” which, they feel, is one of the back-door
method of increasing the estimated expenditure.

394 1LS-2. ;



CONSTRUCTION AND COMMISSIONING OF THE PLANT
A. Delay in the construction and commissioning of the Plant

No scheduled dates of completion of the various units were givems
in the Detailed Project Report. A general indication was only given:
that commissioning would start by 1964. The contract signed in
March, 1960, provided for plant and equipment required to be
imported fromr the U. 8. S. R. for the first stage (30,000 tonnes).
Taking into account the probable delivery dates for the equipment
covered by this contract and the time required for delivery of the
additionsl equipment required for the second stage, of 45,000 tonnes,
it wae expected that there would be no difficulty in the commence-
ment of commissioning of some of the sections by 1964. According
to an assessment made by the Soviet Long Term Planning Team
headed by Mr. P. Vassiltev irr 1885, the end of 1966 was indicated as
the scheduled dates for completion of the main units. The dates
for the completion of work were indicated by the team on the basis
of priorities decided in consultation with the Soviet experts and
keeping in view the receipt of working drawings, progress made in
¢lvil construction and receipt of plant and equipment.

8.2. The Committee were informed that all the units were
expected to be completed by the middle of 1969. Subsequently
during the course of evidence it was stated that by and large the
plant was commplete except for 21 machine tools and components.
Out of these 21 machine tools and components 10 had been erected
but not commissioned, 7 were under erection and the erection of 4
had not been taken up deliberately. It was added that machinery
worth about Rs. 2 to 3 crores had been erected but had not been
commissioned.

3.3. As regards the schedules of construction and commissioning’
of the Project the Estimates Committee (3rd Lok Sabha) in their
81st Report on Heavy Engineering Corporation, Ranchi (C.M.M.P.
was at that time under the HE.C)) observed as follows:—

“No definite sohedules of construction and commissioning of’
projects were drawn up initially. There has thus been
an element of uncertainty in this regard ‘which might have
partly been due to revision of Capacities, It is essential
for proper planning and execution that definite time:

i 1w
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schedules of construction and commissioning of Project
are prepared as early as possible and adhered to.”

34. In reply the Government stated that “the time schedules of
construction and commissioning of projects should, and in fact were
normally indicated in the Detailed Project Report. Instructions in
this regard were also issued in October, 1965. For proper pro-
gramming, the new projects were increasingly using the schedul-
ing techniques such as net work Planning. The Projects also furnish
to Government periodical progress reports which were scrutinised
and wherever delay was noticed, steps were taken to have the
completion of the Project expedited.”

3.5 The Committee regret that no definite schedules of construc-
tion and commissioning of the Project were drawn up. First, the
general indication was that the Project would be commissioned by
the end of 1964, and later the Russian Team indicated end of 1966
as the period for the completion of the main units of the Project.
In August, 1969, there were 21 units of the Project still to be comp-
leted and so to say the erection is still in progress. The completion
of the erection has been delayed by nearly five years. The Com-
mittee deplore the inordinate delay in the completion of the Project
and regret that no heed was paid to the recommendations of the
Estimates Committee contained in their 51st Report .(1963-64)
wherein they had stated “It is essential for proper planning and
execution that definite time schedules of construction and commi-
ssioning of Project are prepared as early as possible and adhered
to.” Even the Ministry did not show any concern in regard to the
delay in the construction and commissioning of the Plant and have
failed to analyse the causes for the same and fix responsibility for
the various lapses committed by those who were incharge of the
execution of work.

(B) Delay in the Supply of Equipment by the Collaborator

3.6. In pursuance of the Inter-Governmental agreement for
rouble credit between the Government of India and the Government
of USSR, an agreement for the supply of equipment and materials
required for manufacture upto 30,000 tonnes was entered into by
the Company with. M/s. Prommashexport on 12th March, 1960. In
April, 1960 Government decided to revise the capacity of the Plant
to 45,000 tonnes and as a result of this decision the earlier agreement
of March, 1960 was replaced by a revised agreement in July, 1962 to
cover 45,000 tonnes stage. According to the agreement of July, 1962,
the foreign supplier was to supply 23,363 tons of plant and mach-
inery and materials (operating equipment 11,995 tons and materials
11,368 tons) at cost of Rs. 10,33,24.977 c.if. Calcutta by the end of
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1965. As against 23,303 tont of equipmient and materfals to be

delivered upto the end of 1965, the foreign suppMer delivered onl
20,410.05 tons. Bn supplier delivered only

3.7. In para-1 of the main contract for supply of plant and equip-
ment for the 45,000 tonnes stage concluded with M/s. Prommash-
export of USSR (No. 624]4/dt. 30. 7. 62) delivery period ‘was stipula-
ted as 1960—85 and at the reqiiest of the supplier, this was extended
subsequently to March, 1967. The suppliers, however, did not
indicate any specific reason for the extension of the delivery date.

It is noticed that even this extended date has not been adhered to
by the supplier.

3.8. As a result of the delay in the supply of eéquipment and
material by the collaborators, 28 machines in the shops could not
be commissioned according to the scheduled programme. It has
been stated that these 28 machines could have been comimissioned
by March, 1867 if the matching parts for these machines were also
received alongwith the main components. During evidencé it was
stated that the erection programme of some items was héld up for
6 to 24 months as a result of delay in the supply of equipment and
materials by the Collaborators.

8.9. The Committee enquired as to what extent the delay in the
execution of the Project adversely affected the Production Progra-
mme of the Corporation. It has béen stated:—

“Delay in commissioning of some of the machine tools and
equipment did not affect the production programme of the
Corporation. This is in view of the following reason:—

The Plant was established to produce 45,000 tons of coal
mining machinery at the ultimate stagé and plant lay-
out as also the facilities provided was decided in con-
formity with the above objective. The actual demand
for mining machinery and the actusl manufacture of
these items undertaken in the plant has so far consti-
tuted a small percentage compared to rated capacity.
Utilisation of Plant facilities including machine tools
are different in regard to the manufacture of non-
standard items under the programme of diversification
which have been taken up by MAMC due to insufficient
demand for mining machinery.”

3.10. In reply to a further question, as to how far th:e‘dg‘l&xay“)‘f in the
completion of the various units of the Project wasmponmble for
increase in the cost of the project, it was stated that in the original
Project estimates the total cost of the Project was estimated at
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Rs. 29.30 crores out of which cost of plant and equipment to be sup-
plied by USSR was to the extent of Rs. 1097 crores. Due to the de-
valuation of the Indian Rupee, cost of the balance equipment supplied
after the date of devaluation had to be revised and the inerease on
this account was to the extent of Rs. 85.53 lakhs (approx.). The delay
in the completion of the Project, also led to the extension of stay of .

a few Soviet Specialists and a sum of Rs. 1.80 lakhs had to be pald
to them as salaries etc.

3.11. It has been also estimated that the Project cost had further
increased by Rs. 70.14 lakhs on account .of wages paid to the cons-
truction staff as a result of extension of the construction period. In
addition there had been some increase in the Project cost due to
escalation in the cost of materials required for construction and
allied factors. But the exact extent to which they had contributed
to the rise in the project cost could not be assessed. Thus the delay
in the supply of equipment and materials has raised the cost of

project by Rs. 157.47 lakhs, excluding the escalation in cost of in-
digenous material.

3.12. In the absence of any penal clause to cover the losses aris-
ing out of delay in the supply of equipment and material, no action
could be taken against the supplier. The Ministry have stated
(January, 1969) that as the Plant was set up with tied credit, it was

not practicable to insist on the incorporation of penal clause beyond
a certain limit.

3.13. Asked as to what was the limit for the incorporation of the
penalty clause and whether Government could produce evidence to
prove that it was not practicable to insist on the incorporation of
penal clause. The Ministry have in reply stated:

“This apparently refers to the statement in the Audit Report

(Commercial) 1969 relating to Mining and Ailied Miaciuue-
. ry Corporation Ltd. The statement made in the Ministry’s

communication to Audit was not based on any document-
ary evidence but on the general trend of discussions ana
relations Wlth the Soviet Authontles It was fu,rther
stated “at no stage the question of mcorporat:on of the
penalty clause was considered by Government.’

3.14. Since the delivery date was extended on the request of the
suppliers, the Committee enquired whether it was not desirable
that the extra expenditure of Rs. 1.80 lakhs spent on the extended
stay of Soviet specialists he borne by them. It has been stated that

“in view of the relatively small amount involved "compared to the
total cost of the plant and equipment imported from USSR and in
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‘order to maintain good relations, it was not considered desirable to
ask the suppliers to bear the extra expenditure.”

3.15. The Committee are unhappy that no provision was made in
the agreement with the foreign collaborators, M|s Prommashexport,
to ensure timely and an agreed sequence of the supply of 23,363 tons
of machinery and equipment which were to come from the Soviet
Union. The main Contract No. 624/4 dated 30.7.62 has only an
omnibus stipulation of delivery period as 1960—65. The Committee
feel that the delivery of the various items and its sequence of ship-
ment ought to have been explicitly and specifically provided to
enable the Company to draw up an efficient and orderly sequence
of its erection schedule and dovetail it with the indigenous supply
and civil construction. In the absence of such a schedule of ship-
ment from the collaborators it could not be possible to draw up an
erection schedule of the project.

3.16. The Ministry agreed for an extension of the delivery period
to March, 1967, without carefully examining its financial repercus-
sions on the cost of the Project and without even asking the colla-
borators to make good the loss on account of delay in the shipment
according to the original stipulation. Further, no demand on the
foreign supplier was made when the equipments were not supplied
even within the extended period of March, 1967. The Committee
regret to note that the Project cost hias gone up by Rs. 157.47 lakhs
plus the escalation in the cost of indigenous materials as a result of
delay in the supply of materials and equipment by collaborator. The
delay in the supply of equipment and material also resulted in delay
in the construction and commissioning of the Project.

3.17. It has been stated that the delay in commissioning of the
project did not materially affect the production programme of the
Corporation. It has, however, been pointed out by the Audit [Audit
Report (Commercial), 1969, p. 23] that one of the reasons for the
shortfall in production was “the delay in the erection and com-
missioning of machines (originally, all machine tools should have
been erected and commissioned by July, 1966). As the foreign
supplier failed to supply all the equipment in time, additional capa-
city which was expected to be established did not materialise.”

3.18. The Committee feel that no serious effort has been made by
the Management|Ministry to assess the actual loss suffered by MAMC
as a result of delay in the construction and commissioning of the
Project. The Committee are of the opinion that the question  of
extending the delivery schedule deserves to be enquired into by
Government, i : e 'a .
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3.19. The Committee Teel that a penalty clause, which is a usual
feature of an agreement of supplies, to ensure timely delivery, ought
10 have been provided in the agreement eof this nature. The Com-
fmittee regret that “at no stage, the question of incorporation of the
penalty clause was considered by the Government” and put to the
collaborators.

3.20. Owing to the non-existence of the penalty clause in the
-agreement with the USSR the question of extra expenditure incur-
red on the project as a result of delay in the supply of equipment
and materials could not be taken up with the suppliers. The Com-
mittee feel that the delay in the supply of vital equipment should not
have been condoned so easily but should have been viewed seriously.

3.21. The Committee recommend that the question of providing
a penalty clause in all such agreements needs to be examined with
a view to bind the supplier to an agreed schedule.

(C) Delivery Schedules

3.22. According to clause 3 of para 1 of the agreement dated
12.3.60 (also adopted in the contract of July, 1962) the volume and
‘time of delivery of the equipment per year was to be determined by
the supplier taking into account the sequence of establishing the
various shops and units which was to be determined by the Com-
pany and communicated to the supplier within 3 months from the
-date of signing the contract. The Committee enquired whether
-such a communication was sent to the foreign supplier. If so, how "
the actual delivery of the equipment corresponded with the require-
ments mentioned in such a communication.

3.23. In reply it has been stated:—

“On conclusion of the contract for supply of plant and equip-
ment (No. 624!4), series of meetings were held with the
representatives of the supplier regarding the sequence of
delivery of plant and machinery ‘in conformity with
which supplies were to be effected.

It has been added that “formal communications exchanged with
‘the supplier regarding sequence of delivery of plant and equipment
are not available and hence we regret our inability to make an
.assessment as to how actual delivery of equipment correspond with
the requirements mentioned in such communications.”

3.24. The Committee are of the opinion that the agreement
regarding the sequence of delivery of equipment and machinery
-should form a part and pareel of the contract regarding the supply
of such machinery. In this case, the collaborators were informed
about the sequence of supply of machinery and equipment orally at
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- meetings held with them, which have no.legal: hinding. The Com-
mittee regret that no Minutes of the meetings with the representa--
tivos of the supplier regarding the sequence of .delivery of plant and
machinery were. kept.

3.25. It is surprising that the vital communications relating to-
sequence of delivery of plant and equipment are not available. In
their absence how the Corporation has been able to verify that a
particular equipment has been received according to laid down
schedule, is beyond anyone’s comprehension. The Committee feel
that the loss of such an important communication should be investi-
gated by the Ministry followed by fixation of responsibility.

D. Shortfall in the supply of Machinery and Equipment

3.26. Clause 7 of para 7 of the agreement provided for the payment
of the full amount of Rs, 10,33,24,977 even if the actual net weight of
the equipment and materials fell short of the total net weight of
23,363 tons specified in the agreement. As against the contracted
quantity of 23,363 tons, the foreign supplier supplied 21,600 tons upto-
March, 19688 against payment of Rs. 8,91,24,977. The short supply
worked out to 1,763 tons (including 1,000 tons of operating equip-
ment and represented about 8 per cent of the contracted quantity.
In May, 1967 the Supplier maintained that the delivery of equip-
ment and materials as required under the agreement had been com-
pleted and asked for the payment of Rs. 1.42 crores (the contracted
amount of Rs. 10.33 crores minus the amount actually paid Rs. 8.9
crores) in terms of para 7 of the agreement. As the agreement did’
not provide for variations in the contract value depending on the
actual weight of equipment supplied, the amount was paid by Gov-
ernment on the 13th May, 1967, by adjustment under the credit
agreement.

3.27. The Committee were informed that joint examination by
the Company’s engineers and the representatives of supplier to
verify the claim of the supplier regarding completion of supply of
equipment under the agreement and also to sort out the discrepan-
cies arising out of the additional or reduced quantum of equipment
was undertaken in September, 1967 and completed by April, 1868.

3.28. The outstanding points were being followed up with the:
Soviet Economic Counsellor and it was expected that all issues
would be settled by March, 1970. The Committee were  further

informed that about 42 items, mostly representing electrical and
instrumentation accesscries, are still to be supplied by Messrs Pro--
mmashexport. It was indicated by the suppliers that these items:
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would be shipped by September, 1869..Reasons for delay have not.
been indicated by the Suppliers.

3.29. The Committee are surprised to note that the agreement
for the supply of equipment and material contained a clause accor--
ding to which full amount of Rs. 10,33,24,977 had to be pald even if
the actual net weight of the equipment and material fell short of the -
total net weight of 23,363 tons specified in the agreement. The Gov-
ernment was forced to make the full and final payment although
about 8 per cent of the contracted quantiy still remained to be sup-
plied

3.30. The Committee have further noted that 42 items mostly re-
presenting electrical and instrumentation accessories are yet to be
received. They regret that payment of Rs. 1.42 crores for the equip-
ment and material was made by the Government to the collabora-
tors in. May, 1967, whereas the joint examination was underta.ken in
September, 1967. . Government should have taken up the matter
with the Soviet authorities much before the agreed data of payment

particularly when they were aware of the basic flow in the agree-
ment,

3.31. The Committee recommend that the circumstances in which
such a clause was inserted in the agreement should be investigated
so as to aveid such serious lapses in the future

3.32. The Committee regret to note that the matter has been
allowed to linger for years and no settlement has been reached so
far. They recommend that the matter should be finalised without
any further delay.

(E) Weight Tolerence Clause

3.33. The Committee enquired as to why it was not considered
desirable to insert a clause in the agreement providing for variations
in the contract value depending on the actual weight of plant and
equipment. It was stated that a clause of the nature was not in-
cluded in other similar agreements concluded for the supply of plant
and equipment from the USSR for the Heavy Machine Building Plant,
Ranchi, and the Heavy Electrical Equipment Plant, Hardwar. The
desirability of such a clause was not felt as the contract was for the
supply of plant and equipment as per specifications detailed in an
annexure to the contract. The Committee, however, understand that
the agreement entered into by the Bokaro Steel Limited with an-
other Soviet organisation (M|s. Tiajpromexport) for the supply of
the plant and machinery contains a weight tolerance clause ac-
cording to which total weight deviation beyond 3 per cent, between
the weight as mentioned in the agreement and the weight of the -
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rsupplies actually made to be adjusted at notional weight prices
subject to the conditions that total price payable shall remain un-
.-adjusted if the variation does not exceed -+ per cent.

3.34, The Committee do not agree with the explanation .of the
Government that the desirability of weight tolerance clause was
not felt as the contract was for the supply of plant and equipment as
per specifications detailed in an annexure to the contract. They feel
that had the terms of the contract been clear there would not
‘have been an occasion for the dispute regarding the shortage of
equipment and material by the collaborators in terms of tonnage.
The Committee recommend that the need for provision of such a
clause should be brought to the notice of all public sector under-
takings and administrative Ministries for future guidance.

3.35. The Committee understand that the need for uniformity in
contracts executed by the various project authorities has been felt
for some time and the Ministry of Finance have been trying to frame
a model contract for adoption by all concerned parties. They feel
that such a model contract should be framed taking into account the
lapses already noticed in different foreign contracts. The Commit-
tee feel that such model contract should also be examined and vetted
by the Ministry of Law, which should have proper cell to examine

. and approve such contracts.
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PRODUCTION CAPACITY AND PRODUCTION PLANNING

(A) Rated Capacity

On an invitation from Government of India, a Team of USSR
Experts came to India to study the level of production and extent
-of mechanisation in the coal mines and to examine the requirements
of additional coal mining machineries required in the context of
the coal raising targets fixed for the Second and Third Plan periods.
The team came to India in 1956 and recommended for the setting
up of a Plant for mining equipment of a capacity of 30,000 tonnes
per annum. The Report was published in January, 1957.

42. Taking into account the number of mines that were to be
opened to achieve the targets of 60 million tonnes in 1960 and 100
million tonnes in 1965 and also the expected mechanisation by
75—80 per cent of coal cutting and requirements towards replace-
ments the team had assessed that the annual requirements for
main mining machinery would be to the extent of 30,000 tonnes
per annum. This feasibility report was accepted by the Govern-
ment of India on 14th December, 1957. Formal orders were placed
on the Soviet organisation to prepare the Detailed Project Report
for the establishment of the Project of the above capacity. The
.Detailed Project Report was received on the 23rd April, 1959, and
the contract for the machinery and equipment was signed on the
12th March, 1960.

(B) Coal Raising Targets

4.3. By the time the Detailed Project Reports were submitted by
the Soviet Organisation, the Government of India had made further
assessment in regard to the requirements of coal for the Fourth
and Fifth Plan Periods. The coal raising targets were assessed at
that time at 136 million tonnes and between 180 million to 200
million tonnes for the Fourth and Fifth Plan periods respectively.
Re-assessment of the requirements of main mining machinery based
on these coal targets was made by a Soviet team.

44 In reply to another question it has, however, been stated
that the main basis for increasing the capacity of the plant was
the ‘then Ministries of Commerce and Industry, Steel Mines and
Third Plan period was likely to go upto 200 million tonnes during
the Fourth Plan period.

19 N
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‘43. The Committee regret to note that conflicting statements have-
been made in regard to the targets of coal production in the country
during the Fourth Five Year Plan,

4.6. At one place it has been stated that the capacity of the Pro-
ject was revised from 30,000 tonnes to 45,000 tonnes on the basis of
the coal targets having been fixed at 136 M. tonnes during the Fourth
Five Year Plan. Subsequently, however, it has been stated that
the coal targets for the Fourth Five Year Plan were fixed at 200 M.
tomles In the absence of the actual data it is difficult to say how
far the revision of the capacity was justified.

C. ,Revigiqn of Rated Capacity

4.7. A meeting was held in April, 1960, between the officials, of
the then Ministries of Commerce and Industry, Steel Mines and
Fuel, representatives of N.C.D.C. and Private Sector organisations
and the Soviet Team of specialists. It was decided that the capacity
originally envisaged for the Coal Mining Machinery Plant should
be revised from 30,000 tonnes to 45,000 tonnes per annum straight-
away. In accordance with the above directive, the contract for
the revised Project Report and the working drawings for the 45,000
tonnes stage was signed between M|s. PROMMASH-EXPORT OF
USSR AND M|s. Heavy Engineering Corporation Ltd. on 12th De-
cember, 1960. The contract for machinery and equipment for the
45,000 stage was signed on the 30th July, 1962.

48. In para 17 of the 51st Report of the Estimates Committee
(1963-64) it was mentioned that USSR team had not considered it
advisable to set up the Project above 30,000 tonnes capacity due to
difficulty in producing wide range of .items and long time required
to master the techniques. It has further been mentioned there
that the Soviet Experts had subsequently agreed to the expansion
of the Project to 45,000 tonnes capacity and that the increase was
mainly in the number of items already planned.

49. Regarding the revision of the Capacity the Estimates Com-
mittee has observed as follows:—

“Considering the revisions and modifications that had to be
carried out in the Detailed Project Reports, working
Drawings, contract agreements etc. on account of the up-
ward revision of the initial capacities of the wvarious

projects, the Committee are unable to appreciate the con-
tention of the representatives of the .Corporation and of
the Ministry that there has been no extra .expenditure

and delays on this account. Besides numerous complexit-
ies that have been created due to changes in the schedules:

P
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of commisSioning; cokt estimates etc., theve is little doubt
that if the réviséd capatbifiés had' been pladhried from the
initial stages, various delays and exira expenditure on
civil works and other items etc. would have been avoid-
ed. It is true that these projects were altogéther new
in the country, and, therefore, called for a cautious ap-
proach but this approach does not appear t6 have been
followed subsequently despite the advice of the consult-
ants. The Committee cannot help regretting that had
the original capacities not been interfered with, these
units intended for the first stage would have been fully
commissioned by now and would have been in the pro-
duction stage with the additional advantage of production
personnel gaining in practical experience and skill.”

4.10. Again in Para 180 of the 13th Report (3rd Lok Sabha) c¢n
"Management and Administration of Public Undertakings, the Com-
mittee on Public Undertakings recommended as follows:—

“The Committee would also reiterate the recommendation of
the Estimates Committee made in their 51st Report on
Heavy Engineering Corporation Ltd. that Government
should examine all cases of revisions of capacities of
projects during construction with a view to assessing the
delays in commissioning and the consequent loss to the
national economy apart from any infructuous expendi-
ture involved in such revisions. The Committee believe
that such a review would reveal valuable lessons for
planning of future projects.”

4.11. Government furnished the following reply to observation|
-recommendation at Paras 20 and 21 of the 51st Report:—

“Tt has been stated that there has been extra expenditure on
modification of the DPR’s working drawings additional
equipment etc. on account of the upward revision of the
capacities of the plants. It may be poinied out that more
expenditure would have been incurred than what has
been incurred at present, had the Government thought
of setting up new units or expansion at a later stage as
the charges for preparation of fresh reports or supply of
plant and equipment at a later date would definitely have
been more. The project was still in the planning stage
when the upward revision of capacity was decided upon.

No field work had actually been undertaken and so there
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was no infructuous field work. There has been some-
economy in machinery on account of the two stages

being telescoped.

Upward revisions of capacities were agreed to by the consul-
tants and additional credit of 377.5 million Rouble for
expansion of HM.BP, and CMM.P. and Rs. 23.1 crores
Czech credit for F.F.P. (III stage) which were not avail-
able earlier were also made available at the time of re-
vision,

With practically no delay in commissioning or extra expendi-
ture the plant would now be able to meet the needs of
the fourth and subsequent plans and in view of this, it is
considered that a review as proposed is not recessary.
The Committee’s observations have, however, bcen noted.”

4.12, On this reply, the Committee gave the following com-
ments: —

“The Committee are not satisfied with the reply of Govern--
ment in this case. They have suggested a review of all
cases of revision of capacities of projects during construc-
tion in para 180 of their 13th Report (3rd Lok Sabha).
They would pursue this matter in their ‘Action Taken-
Report’ on that Report.”

413. No reply was received from Government on the Commit--
tee's observation at Para 180 of the 13th Report.

4.14. The Committee enquired from the Ministry whether the-
appropriateness of the revision of the capacity of the project in the
light of the observations in para 180 of the 13th Report (3rd Lok
Sabha) of the Committee on Public Undertakings and page 56 of
the 7th Report (4th Lok Sabha) had since been examined. The
Ministry have replied in the negative.

4.15. The Ministry on the basis of the first estimates that is 60 M..
tonnes in 1960 and 100 M. tonnes by 1965 got a Project Report pre-
pared by the Team of Soviet experts and on that basis the annual
requirements for the mining machinery were placed at 30,000 tonnes:
per annum. This feasibility report for the production of 30,000 ton-.
nes per annum of mining machinery as given by the Soviet Team-
was accepted by the Government on the 14th December, 1957 and!
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Government placed final orders on the Soviet organisation to-
prepare the Detailed Project Report for a capacity of 30,000 tonnes..
This Detailed Project Report was received by the Government on-
23rd April, 1959 and the contract for the supply of machinery and
equipment was signed on 12th March, 1960. In April, 1960 i.e. just
after about one month after signing this contract Government
thought it wise to accept the revised targets for coal producion of.
136 M. tonnes and 180 to 200 M. tonnes for the Fourth and Fifth
Five Year Plans. Accordingly, they signed a contract for the re-
vised project report and working drawings for 45,000 tonnes capa--
city on 12-12-60 The Contract for machinery and equipment for the.
45,000 tonnes capacity was signed on the 30th July, 1962.

4.16 Thus the previous project report and the contract signed on-
12th March, 1960 became redundant and all efforts made on that be-
came infructuous and as a consequence the whole project report and
its implementation was delayed. The delay in the construction and
commissioning of the Project also resulted in the increase in the.
cost of the Project. This was adversely commented upon by the:
Estimates Committee in their 51st Report (1963-64) wherein they-
have strongly criticised this revision of the contract at so late a

stage, g

417 The Committee regret to note that the Ministry failed to-
profit by the criticism and the advice of the Estimates Committee
contained in their 51st Report. On the other hand they have justified
their action and have not cared to examine the appropriateness of
the revision of the capacity in the light of the recommendation of
the Parliamentary Committee. It has now been proved that the
assessment of Government that no delay would occur as a result of
the revision has been proved wrong. The Committee strongly feel
that if Government had implemented the recommndations of the:
Estimates Committee and reviewed the rated capacity of this pro-
ject, it would have been rescued from meeting such a fate. The
Committee regret that the Ministry failed to implement the reported:
recommendations of the Parliamentary Financial Committees.

(D) Long-Term Production Planning

4.18. The table below indicates the build-up rate of production as:
drawn up from time to time and the actual production there against. .
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“Yedt : -Chipdity © Capicity Estlmtm drawn’ by ¢ Actual. -

as_per as per Compnny in: Produc-
tentative  long term’ ction.
program- planning 1967 1968
me drawn formulated
up in in consul-
1963 tation
with
Russian
Speciali-
sts in
1965
1964-65 . . . . 10,000 .. .. .. ..
1965-66 . . . . 12,880 5,000 .. .. 3,988-97
1966-67 . . . . 22,565 10,000 10,000 .. 4,586-14
1967-68 . . . . 31,050 17,600 12,000 6,000 5,076-01
1968-69 . . . . 45,000 26,000 20,000 10,000 4,000°00
1969-70 . . . . 45,000 ' 34,000 30,000 15,000 ..
1970-71 . . . . 45,000 40,500 4o,ooo 20,000
1971-72 . . . . 45,000 45,000 25,000

4 19. It is seen that the detafled project report did not lay down
the build-up rate of the capacity of the plant. The build-up rate was
tentatively nssessed in 1963 and provided for the attainment of full
production by 1968-69. When the plant 'was nearing completion and’
the educational production was to commience, it was noticed that the
specifications of the requirement according to the demands of .the
customers differed appreciable from those laid down in the Detailed
Project Report. Accordingly, the build-up rate drawn up in 1963
had to be scaled down in consultation with the Russian specialists
in March, 19656. This build-up rate of production was further scaled
down in early 1967 and January, 1968. The revision in early 1967,
according: to the management, was due to sluggish demand for coal
mining equipment and the scaling down of the Fourth Plan coal
production . target.

4:20. 1t is also' seen that the Company could never attain the
build-up capatity of production which was brought down gradually.
It was ekplained that the gap betiwveen the build-up capacity and the
annual production’ during the prévious years was due' to delay in
preparation of the deésigns and technology, manufacture of prototypes®
and adjusting the machine tools for diversified items which were to
the extent of 60 per cent in 1965-66, 62 per cent in 1966-67, 87 per cent
in 1967-68 and 94 per cent in 1968-69. The bulid-up capacity was
based on higher proportion of production for conventional items
and absence of adequate information and experience on the require-
‘ment of time needed for deyelopment and manufacture of new items
-of machinery. Due to these factors the pap between planning and
. actual production had been wide.
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4.21. During the evidence the.Committee were informed that the
profitability of the Project had been affected by frequent changes
in production and prospective planning. The total loss suffered by
the Undertaking so far because of the fixation of lower production
capacity year-wise was .as under:—

1965-66 . . . . . . . . . Rs. 208-24 lakhs
1966-67 . . . . . . . . . Rs. 471-52 lakhs
1967-68 . . . . . . . . . Rs. 685-5 lakhs
1968-69 . . . . . . . . . Rs. 638-68 lakhs

(E) Unrealistic Assessment of the Coal Raising Targets

4.22. The Committee were told that throughout the planning
stage, the requirements of coal mining machinery were estimated on
the basis of targets of coal production during the various plan
periods. The capacity was fixed on the bais of coal targets as fixed
by the Planning Commission in consultation with the Department
of Mines and Metals. Every effort was made to be as realistic as
possible. However, the estimates made in regard to the coal targats
proved unrealistic for reasons beyond control.

4.23. In their 1st Meeting held on the 31st July 1964 the Joint
Planning Wing felt that sufficient data was not available as regards
the definite targets of coal production during the 4th and 5th Five
Years Plans and it was not possible to estimate on definite terms the
demand of mining equipment during those periods. It was suggested
that Planning Commission should be approached for a realistic
assessment in this regard. The Minutes of the meeting of the
Joint Planning Wing were forwarded by the Mining and Allied
Machinery Corporation Ltd., to the Planning Commission on the
30th August, 1964 with a request for comments regarding realistic
assessment of the coal targets. A reply was received in September,
1964 indicating that the coal targets for the Fourth and Fifth Plans
would be 125 to 130 million tonnes and 170 to 180 million tonnes
respectively.

424, It is seen that the statement received from the Coal Con-
troller indicating the tentative requirement of Coal Mining Equip-
ment upto 1970-71 was also discussed in the meeting and it was felt
that the statement did not present a realistic assessment as it
appeared to be on the high side. The Committee enquired as to
what was the reaction of the Ministry to the observations made by
the Joint Planning Wing. The Management have stated that “there
was no specific reaction.”

4.25. The Committee made a reference to the Planning Commis-
sion and the Ministry of Petroleum and Chemicals and Mines and
Metals (Department of Mines and Metals) requesting them to fur-

nish the targets of coal production in both private and public
594 LS—3.
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sectors in the 4th and S5th Plan respectively. The tentative targets
of coal production furnished by the Planning Commission are as
under.—

1973-74 93.5 M. tonnes

1978-79 130 M. tonnes

4.26. The Management of MAMC informed the Committee that
the targets of coal production during the Third Five Year Plan could
not be realised due to various reasons. The present coal production
is only 68 million tonnes.

4.27. The rated capacity for this Project was related to the devr-
lopment of the coal capacities in the Fourth and Fifth Five Year
Plans. The coal raising targets have unfortunately proved to be
wrong and that is one of the primary reasons why this project has
come to this sad plight. The Committee were told that one of the
objective for putting up MAMC was to manufacture mining equip-
ment particularly for opening up new mines which was to take
place under NCDC. Since the targets of coal production was drasti-
cally revised, NCDC did not go in so extensively for opening up new
mines as a result the products manufactured by MAMC could not
find a market.

4.28. What surprises the Committee most is that the Ministry
failed to take remedial measures the moment they came to know
that the coal raising targets are not coming up to original estimation
and would be much less than what was anticipated in the beginning.
The Committee feel that if the Ministry were alert they would have
taken remedial measures in time to revise the rated capacitv or
take up diversification schemes much earlier than what they have
done.

(F) Unrealistic-assessment of the Demand of the Mining and Coal
Mining Equipment and Machinery

4.29. Demand of mining equipment originally estimated after
various studies was as follows:— »

Annual demand of
coa! Mining Machi-
neryforugdergmund

1. Soviet Report on construction of the Cosl Mining Machinery 40,200 tonrcs
Plant in Imtia (1957)==(2nd & 3rd Plan Period)
a Sovm L% Term Planning Team {March 1965)=(4th & sth  30,55C tonnes

» Rewn of the Working Group for Mining & Drilting Eqmpmcm 2,320 tonney

up by Ministry of Industrial opment and (Excluding flame
A!fnm (1968) frh Plan Period) proof electricals)
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4.30. It is seen that the rated capacity of the Plant was fixed on
the basis of the studies undertaken by the Soviet Teams. During
evidence, the Secretary of the Ministry stated that the detailed
items of equipment were planned initially on the basis of a survey
made by the Soviet Team. They proceeded on the basis that for a
given coal target, various equipment in such quantities would be
required if all the mines were fully mechanised. The witness added
that the Soviet Team later took a certain percentage of that and on
the basis of presumption that mechanisation would be only 75 to
80 percent, the Russians gave a list of equipment that would be
included in the DPR. No assessment was made by any Indian Study
Group before 1968 for making a proper assessment of the require-
ments of mining and coal mining equipment in the country. The
Committee were subsequently informed that besides the working
group for Mining Drilling Equipment set up by the Ministry of
Industrial Development and Company Affairs no other Government
agency has made assessment of the requirement of the Mining and
Coal Mining equipment in the country.

G. Manufacture of Mining Equipment

4.31 One of the reasons for the poor output of the Plant and
consequent losses was stated to be the lack of demand for the type of
equipment the plant has been designed to manufacture and the lack
of right type of orders to suit the installed machines. The Commit-
tee enquired as to what were the types of equipment that are being .
produced by MAMC but were not in demand by the Mining Indus-
try. It has been stated that: —

“At present MAMC is producing equipments only against
firm orders. At the initial stage of prouction, however,
in anticipation of demand for standard mining equip-
ments, MAMC had produced some pumps and conveyors.”

4.32. The Manzagement infcrmed the Audit that upto February,
1967 the Company manufactured 102 nos. of centrifugal pumps with-
out receiving any firm order. Upto June, 1968, the Company sold
62 pumps. 123 pumps of various sizes were lying in the shop as
semi-finished items as in July, 1968. It has been stated that the
pumps could not be completed for want of some vital components
such as electrical, motors, etc.

4.33. The Committee enquired as to why the manufacture of
pumps was undertaken in the absence of any firm order. It was
stated that these pumps were basic equipments in mining operas

tions. As such, these ware manufactured for selling ex-stock in
anticipation of demand. Such basic items were also taken up for



28

commissioning of production and training of workmen on complex
machine tools,

4.34 The table below indicates the annual targets of production
of conveyors and their actual production during the last 4 years:

(Figures in M. Tonne s)

Year Target Actual
produc-
tion
1965-66 . . . . . . . . . 2,030 1,344°740
1966-67 . . . . . . . 5,145  I1,311°00
1967-68 7,129 2,601:60

1968-69 3,595°00 I,159°79

4.35. It is seen that although conveyors form part of the conven-
tional items their actual production during the last four years was
abnormaly low as compared to the targets of production. The

Committee enquired as to how the management explained their
shortage in production.

436 The Management have stated as under:

Whether or not conveyors form part of the conventional items
would depend on the specifications of the conveyors to
be taken up for manufacture. For instance, Belt Con-
veyors with the following specifications were recom-
mended for manufacture in the DPR:

—

Capacity Weight in tons

80-!:0-—180 tons per houn, maximum belt width 90
length 250 cm, .

17°42

4.37. Belt Conveyors constitute approximately 50 per cent of the
total tonnage of equipment to be manufactured at MAMC ac-
cording to DPR. It was anticipated that the specifications of
the Belt Conveyors indicated in the DPR would be able, by and
large, to take care of the entire quantum of conveyors required by
the Industry which would have meant bulk manufacture of convey-
ors on the basis of these specifications. As against the above speci-
fications, orders have to be accepted for a sizeable number of con-
veyors which varied very widely from the specifications of the
standard conveyors in the DPR requiring increased efforts if’ the
technical preparation prior to taking of actual manufacture in the
form of technology, tooling, patterns, jigs and fixtures etc. and a
large time-cycle for manufacture
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4.38. It may be mentioned here that orders for Belt Conveyors
(Non-conventional) secured so far are of varied specifications. In
many cases, only one of its kind has to be manufactured. This would
mean that technical preparation, tooling etc. would have to be
undertaken separately for each Conveyor as against bulk manufac-
ture of Conveyors envisaged in the DPR, thus seriously affecting the
volume of output as also the economics of production.

4.39. It was represented to the Committee that the Mining and
Allied Machinery Corporation which was set up especially to meet
the requirements of the Mining Industry, has so far failed to meet
even a small part of the requirement for mining equipment. It has
been further represented to the Committee that Mining Industiy
was grinding to a standstill due to the shortage of capital equip-
ment and due to an extreme shortage of .mechanical spares.
On the other hand it has been stated by the Corporation
that the main reasons for the low rate of productivity is the inadi-
quate demand of standard mining orders and that the Corporation
has had to go in for a considerable measure ni diversification. The
Committee enquired as to how the Management reconciled thes.
two statements.

4.40. It has been stated that at the initial stage of production,
the Corporation had to develop design documentation and techno-
logy for the manufacture of prototyes and their testing which had
taken considerable time. Only thereafter the Corporation was in
a position to take up manufacture of these items on commercial
basis. The Corporation is now in a position to take up manufacture
of these items on commercial basis.

4.41. As regards spares for mining equipment, which were im-
ported for mining industries from UK. US.A. France, Germany
etc. the demand is for a very large number of varieties and a very
limited number in each variety and these will require development
of drawings, technology, toolings etc. Since batch production
cannot be taken up, it will be uneconomical to manufacture most of
them in a factory of this magnitude. However, action has already
been taken for the manufacture of spares of some of the sophisticat-
ed machines that are operating in large number in the country.

442 The Committee enquired whether there wers cortain
equipment and machinery which were very much in demand but
MAMC. was unable to meet the same; if so, which were those
items and why it was not possible for MAMC to produce the game.
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The Committee were informed that there was considerable demand
for Friction Props and Hydraulic Props. MAMC had already start-
ed making Friction Props to meet this demand. Arrangements
were also in hand to take up manufacture of Hydraulic Props for
which a technical collaboration agreement had been entered into
with M!s. Dowty of U.K.

4.43. The Committee were also informed that Mining Industry in
India was using and propose to use for quite some time to come
Long Wall cum Short Wall Coal Cutting Machines. After market
survey and in consultation with Joint Planning Wing it was decid-
ed to develop the manufacture of Long Wall cum Short Wall Coal
Cutting Machine of U.K. design. Offer of collaboration had already
been received from M!s. Mavour & Coulson, UK. and efforts were
being made to finalise this collaboration agreement. Negotiations
were also in hand to enter into a collaboration agreement with a
UK. firm for manufacture of Self-priming Snorer type Face Pumps.

4.44. The Committee express their deep cuncern over the huge
losses suffered by the Corporation as a result of gradually scaling
down the built up capacity and non-attainment of that capacity of
production. The built-up rate was scaled down because of lack of
demand of the coal mining equipment for which the plant was main-
ly set up and also because the ‘specification of .the requirement
sccording to the demands of the customers differed appreciably
from those laid down in “he Detailed Project Report.’

445. The Committee now. with great regret that the Ministry
decided to go ahead with this prus-« only on th:. basis of the feasi-
bility and the Detailed Project Reports made by the foreign
experts without having them examined by ths Team of Indian
experts. It was left to the foreign experts to suggest as to wlat
would be the annual requirements “or mining 1achinery for mecha-
nisation and replacements of the existing machinery in use in the
collieries by 1975—80.

4.46. It has come to evidence that the mechanisation to the ex-
tent envisaged in the Soviet Team assessment would never come
about. The replacement of the labour in the mining industry by
highly mechanising the mines may not also be conductive from the
employment angle. Therefore, it appears that the whole assessment
of the annual requirement of the main mining machinery either at
30,000 tonnes or 45,000 tonnes has proved to be grossly erroneous.

147. It was only in the year 1968 that the working group for
mining and drilling equipment, set up by the Ministry of drilling
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Industrial Development and Company Affairs assessed that the
requirement of mining equipment during the Fourth Plan would be
only 2820 tonnes. The Committee feel that this tragedy of over
assessing the requirement for coal mining machinery about 15 times
the actual requirement could have been avoided if the Ministry had
thought it wise to get the assessment made by the foreign experts
checked up by an Indian Team..

448. The Committee further deprecate that the Ministry were
not even woken up in the year 1968 to do something drastic about
this project after the findings of the working Group were known.

4.49. The Committee have further noted that most of the exis-
ting equipment in use in the coal mines is of the Western design and
that they had not much experience of the use of the Soviet design
equipments. Therefore, they were reluctant to use the new type
of machinery that was planned to be produced in this project. Abhout
20 per cent capacity of the Plant was meant for the manufacture
of a particular type of belt conveyors of the weight of 17.42 tonnes
for which there was no demand in the country. Therefore, MAMC
had to design new types of belt conveyors with different sizes and
weight which are in use in this country. Because, these new tyvpes
of conveyors were widely different from the specifications of the
standard conveyors in ths DPR MAMC had to put in a lot of effort in
the technical preparations before the required types of conveyor
belts could be produced. Again the Company had to produce long-
wall cum-short wall coal cutting machines of UK. design which
were in actual use in this country but MAMC was not equipped to
produce the same. Thus on one hand coal industry was starved of
these equipments|spares and on the other hand MAMC, which was
meant primarily to the needs of the collieries, was not in a position
to supply the required equipment and spares. .

4.50. As some of the machinery to be produced by this project
can never be used for replacement purposes the company is nego-
tiating with the Western countries to produce equipment and spares
required by the collieries in India. )

4.51. The Committee feel that what MAMC is doing now at this
late stage, to get the designs of the manufacture of such equipments

from the Western countries, ought to have been done well in time
either in late 50’s or early 60’s. The Committee, therefore, conclude
that this project has come to this grief only because of lack of
proper forethought and planning at the early stages.
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H. Import of Mining and Coal Mining Equipment

4.52. An agreement between the Government and the Interna-
tional Bank for Reconstruction and Development providing for a
loan of US $ 35 million i.e., Rs, 16.67 crores to the Government for,
meeting the foreign exchange requirements of the private sector of
the Coal Industry for its development during the Third Plan period
was signed on the 9th August, 1961. The loan amount was to be
repaid in instalments, the last instalment being due on November
15, 1977. An amount of Rs. 2.38 crores out of the loan amount of
Rs. 16.67 crores was, however, finally surrendered to the World
Bank as it could not be utilised by the collieries. The credit against
the World Bank loan was utilised during the period April 1961 to
December, 1965, except in the case of a small portion of the loan
amounting to Rs. 33.6 lakhs allocated to a private party where the
validity was extended upto 31st December, 1966.

4.53. As regards the utilisation of credit facilities made available
by the World Bank to the Government of India for the import of
mining equipment for the development of mining industries the
Management informed the Committee, in a written reply, that the
private sector coal industry took advantage of this offer and utilised
the loan to the extent of approximately Rs. 14 crores. Some of the
major developments of mines under private sector which were
undertaken or are in progress at present have utilised the imported
equipments against the said credit. This had also attributed in a
major way to the fall in demand of coal mining equipment from
indigenous sources, particularly in the context of recession in the
coal industry. It was further stated that in the case of one big
project of NCDC namely Sudamdih, the mining equipment are being

imported from Poland as per arrangement made in the collabora-
tion Agreement.

4.54. The Committee enquired as to how far it was advisable on
the part of Government to accept the credit of Rs. 17 crores from
the World Bank for the import of mining equipment when MAMC
had already started or was on the verge of starting its own produc-
tion. In a written reply the Ministry have stated as under:—

“The decision to avail of the facility of the World Bank Loan
Scheme was taken by the Government in consultation
with the Planning Commission in the year 1960-61. Con-
sidering the ambitious programme of production in the¢
private sector as well as public sector, set for the Third
Plan period, it was necessary for the Government to go
in for this loan. Further note ‘was taken of the fact that
the progress of the project for manufacture of mining
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machinery in the public sector included in the Second’
Five Year Plan, was slow. In drawing up the coal pro--

duction programme for the Third Plan, it was assumed
that:—

(i) The additional production would be obtained partly by
increased mechanisation of existing mines—(the level of
mechanisation was expected to rise to 75 to 80 per cent

. by the end of the Third Plan period) and partly by the-
establishment of new mechanised mines; and

(ii) a certain proportion of the additional production would
be obtained by open-cast mining methods. The main
items of machinery proposed to be manufactured by
MAMC would cover only the requirements of the
underground mining operations and include coal cut-
ting, coal loading machines, scraper chain and belt
conveyor, electrical mine locomotives and electric win-
ches, haulages and winding engines, ventilation fans
and shaft pumps. It was then expected that this plant
would be commissioned only by the latter half of the
Third Five Year Plan and since it would take sometime
to start producing to its capacity, it was not expected to
make any substantial contribution towards meeting the
requirements of machinery required for the coal pro-
duction programme during the Third Plan period.”

455. The Committee enquired whether MAMC was not in a
position to meet the demand of the mining industry with regard to
the equipment which was imported. It has been stated that “this
aspect of the matter was gone into while availing of the World
Bank Loan as pointed out in (i) above. The MAMC started produc-
tion mainly of pumps from 1964-65 and naturally the question of
their meeting their requirements of the private sector coal mining
industry for the Third Plan did not arise. Besides, it is understood
‘that most of the coal mining equipment imported against this
loan are still not manufactured by the MAMC.

It may not be out of place to mention here that the details of the
equipment{machinery applied for importation against the World
Bank Loan Scheme by the Coal Industry were forwarded to the
Senior Industrial Adviser of the then Ministry of Commerce and

Industry 50 as to ensure that imports were restricted to such equip-
ment as were not availabl: from indigenous sources. The recom-
mendations for import licences were issued by the Coal Controller -
strictly on the basis of Clearance Certificate of non-availability from
indigenous sources received from the above authority. It is to be-
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presumed that the impending manufacturing programme of the
MAMC and delivery schedule was also taken into consideration by
the authority who issued the Clearance certificate from the indigen-
ous angle.”

4.56. As regards the import of mining equipment from Poland it has
been stated that “the Indo-Polish Credit Agreement under which
the development of Sudamdih mine was taken up was signed on
7th May, 1960. It was then envisaged that the qoal demand, particu-
larly the demand for coking coal would rise steeply during the Third
Yive Year Plan. In this context, there was an urgency for increas-
ing the production of coking coal. Poland being an advanced
country in deep shaft coal mining, the technical and financial assis-
tance offered by that country weas welcomed. The equipment
required for deep shaft mining was largely of a specialised nature
und was not available indigenously. The contract st'pulated the
1mport of only such items and stated that all other equipment would
e provided locally. Moreover, before concluding the contract for
the import of the equipment the clearance of the DGTD was
obtained. It is evident that DGTD had taken into account the
possibilities of indigenous manufacture of some of the items. As
per his advice, certain items like belt conveyors, required after 1964
were deleted from the import list.

4.57. The Committee enquired whether the Ministry was in
agreement with the view that sophisticated  mining equipment
allowed to be imported during the Third Five Year Plan did not
conform to the product pattern of MAMC or whether the imports
vrere allowed because of the inability of MAMC to take up their
manufacture due to delayed execution of the project. The Ministry
hkave stated as follows:—

“It does not appear that Mining and Allied Machinery Cor-
poration Ltd. Durgapur, have expressed the view that
sophisticated mining equipment was allowed to be impor-
ted during the Third Five Year Plan as it did not con-
form to the product pattern of MAMC. MAMC had
stated that during the early part of the Third Five Year
Plan, sophisticated mining equipments were imported in
certain cases against collaboration|consultancy agreements
as also against World Bank Loans. These imports were
apparently allowed as a result of indigenous manufacture
not having been established at that time.”

458. In reply to the recommendation at Serial No. 43 of the 10th
Report of the Committee on Public Undertakings on NCDC, the
NCDC have justified the imports of major items of equipment for
the washery projects by saying that “many of these items
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are still not being manufactured in India and in a number of
cases where we have placed orders with MAMC they have not been

able to meet the demand after several extensions of the delivery
schedule.”

4.59. The Committee note that on 9th August, 1961 Government
entered into an agreement with International Bank of Reconstruction
and Development for a loan of Rs. 16.67 crores to meet the foreign
exchange requirement for the import of machinery for the private
sector coal industry. The private sector has imported machinery
worth Rs. 14 crores against this credit. The Committece have also
noted that the National Coal Development Corporation imported
coal mining equipment from Poland for the development of their
new mine at Sudamdih, the contract for which was signed on 7.5.1960.
Further NCDC imported major portion of their equipment for their
washery Project as MAMC was not in position to meet the delivery
schedule.

4.60. The Committee feel that if MAMC was put up in time and
if forethought had been given on the type of machinery required,
probably the foreign currency spent on imports would have been
saved and equipment required for the Mining Industry could have
been manufactured in India.

I. Future Demand of mining and coal mining equipment

4
4.61. During evidence the Secretary admitted that there had been
mistakes in Planning. According to him latest estimate of 2820
tons of the demand of coal mining machinery was much more re-
alistic.

4.62. He informed the Committee that the target of coal produc-
tion for the Third Plan which ended two years ago was 97 millions
tonnes whereas the current production was only 70 million tonnes.
The Fourth Plan Coal Production target was 90 million tonnes. Ask-
ed about the additional machinery needed as a result of increase of
20 million tonnes in coal production expected during the 4th Plan,
the Secretary replied that Monidih of NCDC wiil require some
machinery and it had been booked with MAMC. As regards small
mines in the private sector he said that if they were amalgamated
and if they went for deep mining, a considerable amount of machi-
nery would be required. At present these mines were being worked
manually with bullocks and things like that. He added that there
was scope for mechanisation provided they were amalgamated.

4.83. The Managing Director explaitied that in a study team it
was stated that 70 per cent of the additional output of coal was from
underground mines and 30 per cent from open cast mines. He also
stated that there was built-in capacity in both the typess of mines
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and dnly balancing items would be required and there might be
some replacements etc. and not any large scale mechanisation. Thus
MAMC would not get substantial orders as a result of the additional
raising of 20 million tons in coal production. He further added that
the Company in 1969-70 was executing orders for 1000 fonnes of
mining equipment and it was expecting another 2000 tonnes by the
end of the Plan period.

(J)Idle machinery and delay in the commissioning of the machinery

4.64. The Management informed the Audit that 20 machines
valued at Rs. 4.10 lakhs and 65 machines valued at Rs. 22.19 lakhs
were lying idle as on 30th June, 1968 for more than 1 year and 2
years respectively. 55 machines valued at Rs. 29.18 lakhs remained
to be commissioned as on 30th June, 1968. Besides, 97 machines
valued at Rs. 136.32 lakhs were commissioned after delays ranging
from more than 6 months to more than 2 years.

4.65. The Management informed the Audit (November, 1968) as
follows:

“Since our production is only to the extent of 11 per cent of
our rated capacity these factors do not make any adverse
contribution. However, these factors will be looked into
and corrective action taken as soon as we go in for full
production.” '

466. As regards the idle machinery the management informed
the Committee that due to Diversification in the production pro-
gramme of the Project, it has not been possible to utilise all the
machine tools and equipment, which were specially installed for the
manufacture of certain types of equipment. The utilisation of ma-
chine tools had improved. As against 85 machines, which were lying.
idle as on 30th June, 1968 only 53 machines were awaiting appro-
priate loading as on 6.9.69, value of which works out to Rs. 11.96
lakhs. An assessment is being made in regard to requirement of
some of these machines for programmed diversified items of equip-
ment.

4.67. As regards the delay in the commissioning of 55 machines
the Management informed the Committee that excepting 5 machines
all the balance 50 machines had been commissioned. These ma-
¢hines were not urgently required by the production department for
operation and hence these were delayed in esmmissioning. The in-
cidence of depreciation on idle machinery as on the 30th June, 1968
has been worked out to Rs. 412 lakhs and the incidence cf depre-
ciation on account of delay in the commissioning of machines has
been worked out to be Rs. 14.6 1akhs.
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(K)Future production programme

4.68. According to the latest exercise, the Committee enquired
as to what was the build-up rate of production envisaged and when
the management expected that the Plant would attain the rated ca-
pacity. It has been stated that it was expected that the recession
of the Coal Industry would continue for some time more and there
would be lack of adequate orders for mining equipments for which
the plant was designed. Under the circumstances, attempts were
being made to utilise the capacity of the Plant by diversification in
a major way. As the conventional items of manufacture cannot be
envisaged for a long time to come, selection of diversified items and
their programme of manufacture against specific demands were yet
to be finalised. Negotiations are in hand with the USSR authori-
ties, with the Ministry and the STC for procuring the orders for
manufacture of USSR (Wagon Bogies) on long term basis.

4.69. Similarly, sub-contracting to HMT for Agricultural Trac-
tors is under negotiations. These two items were expected to give
consistent load in certain sections of the Plant. But this would re-
quire additional investment on special purpose machine tools. Nego-
tiations were also in hand with the Madras Port Commissioners for
supply of equipment for bulk handling of raw materials at the ports.
After these negotiations and planning were finalised, it would be
Ppossible to work out a period by which the plant will have consis-
tent load to its capacity. ‘

4.70. The build-up rate of production as envisaged during the

next five years based on fulfilment of long-term manufacturing ac-
tivities under the programme of diversification would be as fol-

lows: —

Year Tons Value Profit/
Loss

(Rs. in crores)

1969-70 8,000 4'5 (=) 497
1970-71 12,000 7 (=925
1971-72 18,000 10 (=)1I°§
1972-73 . 23,000 14 (=)os
1973-74 . . . . . 25,000 16 (+) 1-5

4.71. Taking all the above aspests into consideration, it has
been stated that it will not be possible to achieve the rated capacity
of 45,000 tons per year. After selection of diversified items of
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equipment for production on a long term basis, an exercise would
be undertaken to reach as close to the turn-over of Rs. 37 crores
envisaged in the Detailed Project Report as possible. It is expected
that it might be possible for the Plant to break even when the pro-
duction came to a level of Rs. 16 crores per year (about 25,000 tons)-

4.72. During evidence the Secretary of the Ministry informed
the Committee that so far the Corporation had suffered an accumu-
lated loss of about Rs. 20.15 crores and by 1972-73 it would be about
Rs. 30 crores. Asked as to how much time it would take after
1972-73 to pay back that loss the Secretary replied that it might take
10 years.

4.73. He further stated that the most important reason for
failure, so far, was the fact that MAMC was designed for certain
types of equipment for certain capacities and today there seemed to
be no hope for those types, in those quantities, being in demand in
the immediate future. Another reason was that the industrial rela-
tion specially in that area was difficult. It had not always been
happy. Thirdly, there had also been certain managerial failures.

4.74. The Secretary, however, did not feel pessimistic about the
future and he informed the Committee about the steps being taken
to put the Corporation on sound lines. One step taken, for instance,
was that for any thing which was within the capacity of the Cor-
poration after due adjustments, all Government departments, in-
cluding public sector projects should place orders with the MAMC.
The question of price could be mutually settled or in case of dis-
agreement it would be settled at the Government level. This deci-
sion had enabled MAMC to accept orders for the handling equip-
ment. The Committee desired to know on what basis the Secretary
had concluded that the projections given by him appeared to be rea-
sonable. The Secretary explained that the future projections were
reasonable because they showed a gradual increase in production.
Much would however, depend, firstly on whether this trend of pro-
ductivity which was noticeable in the last six months was main-
tained or not. Secondly, whether the Corporation was able to get
orders of a repetitive nature like wagons and tractors and so on.

L. Diversification

4.75. The Coal Mining Machinery Plant was envisaged to manu-
facture coal mining equipment to the extent of 80 per cent of its
capacity allowing 20 per cent for miscellaneous items, including

spare parts. The recession in the Mining Industry has been so acute

for the past 2!3 years that there is for all practical purposes no de-
mand for coal mining equipment. There was, therefore, urgent
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necessity to diversify production and accept tailor-made items for
manufacture and to ensure maximum loading of the factory and
reduce, as much as possible the losses. The possibilities of diversifi-
cation of production were considered during 1965-66.

4.76. The Committee enquired whether any Committee had been
appointed by Government to go into the question of diversification
of production in MAMC in 1965-66. In a written reply it has been
stated that no such committee had been appointed. During evi-
dence the Secretary informed the Committee that on the suggestion
of Government, MAMC had recently appointed a Technical Com-
mittee to go into the question of diversification and to recommend
as to what types_of machinery should be produced by MAMC. The
Managing Director assured the Committee that the report of the
technical committee on diversification was hoped to be submitted
by the end of January, 1970.

4.77. As against the rated capacity of 45,060 tonnes, the actual
production of the mining and the coal mining machinery and equip-
ment in MAMC has been:

1600 tonnes in 1965-66
3000 tonnes in 1966-67

659 tonnes in 1967-68 and
240 tonnes in 1968-69

4.78. It is clear that MAMC is not producing the mining machi-
nery and equipment for which this project was primarily estab-
lished on an investment of Rs. 50 crores. Because of the slacken-
ing of demand of mining equipment, MAMC had to resort to di-
versification. The Committee regret to note that the Management
proceeded with the diversification of production in the plant without
any blue-print. The future production programme .has again
been projected on the assumption that the Company would be
successful in negotiating with the USSR for the export of wagons
and also that its programme of manufacturing tractors will materia-
lise about which Government have failed to take any concrete deci-
sion.

4.79. The Committee feel that MAMC has so far failed to produce
a comprehensive and convincing scheme for diversification of its pro-
duction. The diversified items have been produced on the basis of
an ad hoc scheme which was prepared by the MAMC technicians

themselves. It is hard for the Committee to place any reliance or
creditability for such diversification schemes prepared by the com-
Pany. The Committee wanted to have the Report of diversification
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.scheme for which a technical committee had been appointed. Al-
-though during evidence the Managing Director promised that the
Report would be available in January, 1970, it has not been furnish-
ed to the Committee. Therefore, the Committee cannot place any
reliance upon this diversification scheme. The Committee feel that
the Ministry should have appointed a well qualified team of consul-
tants in order to make a correct assessment as to how best the idle
capacity could be utilised in a commercial viable way. This ought
to have bheen done at a very early stage when the Ministry came to
know that the coal targets had been drastically revised and that the
equipment and machinery for which the plant was designed were
not having ready mrarket.

4.80. Government have already but in nearly Rs. 50 crore and
they are again going ahead with a diversification scheme without
properly assessing and approving the estimates for the same. They
have allowed the diversification scheme to proceed without knowing
what investment will be required to implement it properly. The
economics of such a scheme have not been worked out. In such a
situation, the Committee are unable to endorse the views of Govern-
ment for making any further investment.

4.81. It has been stated by the study team appointed by Govern-
ment that in the present pattern of production the plant could admit
diversification upto 30 per cent only. Thus the remaining 70 per
cent of the plant capacity will not admit any diversification. The
Ministry have, therefore, to examine after proper technical study
whether only 30 per cent of the plant which can admit diversifica-
tion could bear the overheads for the entire plant and could make
this plant a commerciaily viable unit. This has to be examined be-
cause the demand of coal mining machinery and equipment is not
more than 3000 tons during the 4th Five Year Plan. The other fac-
tor that must also be kept in view is that the diversification of pro-
duction does not lead or cause any idle capacity somewhere else,
either in the private or public sector. If it does, it will injure the
national ¢conomy and creat employment problems somewhere else.

4.82. The Committee were informed that till 1972-73, there will be
another loss of Rs. 10 crores provided the production came up ac-
cording to the anticipated scheme of things. The Committee are
.convinced that the way things are proceeding, MAMC will never be
able to produce 25,000 tonnes at which point break even is expected
to be achieved because the factors on which these assurnptions have
‘been made are quite unpredictable. The Committee, therefore,
feel that the loss in the years to come may be much more than Rs.
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10 crores upto 1972-73. 1t is difficult to forecast what could be the
loss im the absence of any preperly drawn up feasibility report and
-the latk of inbuilt flexibility for diversification in this plant.

{M) Manufacture of Tractors

4.83. In pursuance of a decision taken at a meeting of the Cabi-
net Committee on Industries on the 2nd September, 1966 an Inter-
Departmental Committee had been set up to examine the possibili-
ties of manufacturing tractors in the public sector by utilising the
existing engineering facilities in the country. The Committee exa-
mined this issue and recommended that the manufacture of 20 HP
tractors by utilising the spare capacity available in the engineering
industry was feasible. According to them the design of a tractor
suitable for Indian conditions could be developed by the Mining and
Allied Machinery Corporation (MAMC), Durgapur, with the assis-
tance of the Central Mechanical Engineering Research Institute
{CMERI). The prototype design was supplied by the CMERI

4.84. The various components for the first prototype 20 H.P. Agri-
culture tractor were manufactured and made ready by MAMC by
November, 1967. The assembly was completed in December, 1967.
The first prototype tractor was put on trial run by the middle of
December, 1967. MAMC have in all developed 5 prototype trac-
tors in collaboration with CMERI and have incurred an expenditure
of Rs. 2.50 lakhs towards their manufacture. These prototypes had
been sent to Budni, Ludhiana and Pantnagar for test and trials. The
MAMC desired to take up, the manufacture of this tractor on a com-
mercial scale, as it felt that some of the spare capacity available with
them due to lack of demand for coal mining machinery could be uti-
lised profitably for the manufacture of tractors. At about the same
time (26th September, 1968) the Hindustan Machine Tools Ltd. also
approached Government with a proposal that they could take up the
manufacture of tractors at their Pinjore Unit where there was sub-
stantial spare capacity. They stated that on account of recession in
the engineering industry, it had not been possible to utilise the full
installed capacity of their five units for the production of machine
tools. HMT, therefore, proposed to diversify their product range by
the Pinjore Unit for the manufacture of tractors.

4.85. In the light of the above mentioned developments, it was
considered that the MAMC and the HMT could jointly undertake a
project for the manufacture of tractors utilising to the maximum ex-
tent possitle the spare capacity available at Pinjore and Durgapur.
The Natior\al Industrial Development Corporation was commissioned

594 154
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on 3rd J)ecember, 1968, to prepare a project report for such a joint
venture. The terms of reference to the NIDC included an exami-
nation of the feasibility of taking up the manufacture of Zetor-2011
in the joint venture project and alternatively the Swaraj 20 tractor
«esigned and developed by the MAMC|CMERI. The NIDC was also
required to examine and report on the total additional investment
required at Pinjore and at MAMC to supplement the capacity al-
ready available at the two places. They were further to examine
the question whether the final assembly of the tractor should be at
Pinjore or at Durgapur or a third location and analyse the compara-
tive technical and financial advantages of the three alternatives.
The NIDC submitted their report in April, 1969, to the HMT and the
MAMC.

4.86. The NIDC has made a detailed appraisal of the principal
specifications of the two models and of the relative merits of the two
manufacturing schemes. The Ministry have stated that it is now
proposed to discuss proposals of HMT and CMERI at an Inter--De-
partmental meeting before taking a final decision on the choice of
model to be taken up for production.

4.87. The Committee deplore the indecisive attitude of Govern-
ment and the abnormal delay in coming to a final decision with regard
to the manufacture of 20 HP tractors. Diversification programme and
the question of utilisation of idle capacity in two big public sector
undertakings-HMT and MAMC has been held up for a pretty long
time. Both these undertakings are anxiously awaiting the approval
of Government with regard to the scheme of manufacturing tractors
but the Government have shown utter callousness and carelessenss
in dealing with this most urgent problem.

(N) Exports

4.88. The Committee enquired whether any effort had been made
to explore the export possibility of machinery. In a written reply it
was stated that “so far, no sustained and systematic efforts have
been made to build up exports of the machinery and equipment
manufactured by Mining and Allied Machinery Corporation Ltd.,
primarily because the Company have been pre-occupied with inter-
nal problems of production. Unless production build-up is achieved
adequately and production is stabilised at a reasonable level, export
possibilities would remain very limited”.

4.89 The Committee were, however, told that towards the end of

1967, a three member delegation of specialists, of which two were
from Mining and Allied Machinery Corporation Limited, was de-
puted to the United Arab Republic to make a preliminary study of
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the principal phospherite reserves in that country. This delegation
was sent as a part of the Industrial Cooperation Plan between the
Government of India and United Arab Republic. The report sub--
mitted by this team was forwarded to the Government of the United
Arab Republic in June, 1968, for consideration. One of the sugges-
tions of the Team was that India could help the U.AR. in the field
of geological work and mining of phospherite deposits. It suggest-
ed supply cf equipment from India for mining of phospherite. An-
other suggestion was that India could help in undertaking the deve-
lopment of modern ports for handling export of bulk materials.
Similarly in the field of ore benefication, the Team observed that
India was in a position to design manufacture and erect large ore
benefication plants for the U.A.R. This matber is still under consi-
deration of the U.A.R. authorities.”

4.90. The Committee were further informed that in the context of
the substantial production capacity of the Company, which may re-
mezin uinutilised during the Fourth Plan period, the question of
utilising part of the capacity for supply of equipment to the U.S.S.R.
and the third countries, where Soviet-assisted projects are being
cet up, was being considered. ‘

491. Initial discussions with the U.S.S.R. authorities had begun
and were to be continued for the finalisation of the Trade Plan with
that country for the period from 1970 to 1975.

4.92. The Committee regret to note that the Management has done
nothing substantial to explore the possibilities of export despite the
fact that enormzous capacity of the Plant remains unutilised. The
Government should have at least made efforts to export such coal
mining equipment and machinery as were within the manufacturing
capability of MAMC but which were not needed in the country sow-
ing to the slump in coal production. The Committee feel that there
should nct have been any slackening of effort in the direction of
finding possibilities of exports to UAR, USSR and other countries.
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5.2. It is seen that the actual production fell shc.t of the annual
targets by 33.2 per cent, 54.1 per cent, 69.8 per cent and 60 per cent
in 1965-66, 1966-67 1967-68 and 1968-69 respectively.

(B) Shortfall in Production

5.3. The shortfall in production has been attributed by Study
Teams appointed by the Ministry from time to time to the following
factors; —

(a) Low level of labour productivity.

(b) Delay in the finalisation of annual production pro-
grammes,

(c) Preparation of annual production programmes “without
the necessary calculation of the loading of the techno-
logical equipment of the Plant.”

(d) Acceptance of large number of orders for diversified pro-
ducts in excess of the limit of 30 per cent upto which the
Plant could admit diversification in the pattern of pro-
duction, with the result that there was imbalance of load
on the individual shops.

(e) Inadequacy of planned and coordinated efforts to process
the work-load through the workshops.

(f) Poor housekeeping and accumulation of materials in the
shop floor. ‘

(g) Delay in the finalisation of designs and drawings with
the customers, resulting in delay in issue of working
drawings to the shop floor and evential reduced output.

(h) Non-compilation of long-term prospective plans of pro-
duction, on the basis of which the design department is
to elaborate and develop the design of the machinery.

5.4. Apart from the above, the following factors have also been
responsible for the shortfall in production:—

(i) Delay in procurement of materials due to belated finali-
sation of annual production programmes, latk of plan-
ning in indenting the materials required and procedural
delays in processing the indents. (In several -cases,
indents were placed after the delivery date for items to
be manufactured was over. No proper records were
maintained by the Planning Production or Procurement
Department to indicate the material requirement against
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each work order, the procurement action against the
indents placed and the follow up action to procure the
items of stores or “brought out” items etc.)

(ii) Delay in certain erection and commissioning of machines.
(Originally, all machine tools should have been erected
and comissioned by July, 1966. As the foreign supplier
failed to supply all the equipment in time, additional
capacity which was expected to be established did not
materialise).

5.5. The Management informed the Audit (November, 1968) as
follows: —

“It is true that achievement both in terms of long-term plan-
ning and annual targets has slumped dewn to an appre-
ciable degree in the year ending 31st March, 1968. This
is chiefly due to the fact that there has been considerable
amount of labour unrest and it was found very difficult
to enforce discipline”.

5.6. In a written reply to a question as to which factors were
responsible for the ccontinuous shortfall in production as compared
to the targets in the year 1965-66 to 1967-68 (year-wise) and to
what extient the shortfall in production was attributable to each of
these factors, it was stated that at the initial stage of production
in a sophisticated engineering plant like MAMC, the shortfall in
production was attributed, inter alia, to development and stabilisa-
tion of production including design, technology, tooling and proto-
types; general lew productivity and problems of diversification and
it was not possible to determine the extent to which each of these
factors had contributed to the shortfall in production compared to
targets.

5.7. During evidence the Managing Director stated that « the
shortfal] in production was to the extent of 15 per cent due to
planning and conventional items and the rest was due to the low
productivity. There were certain bireakdowns initially. By and
large, in 1966-67 and 1967-68, 12 per cent shortfall in production was
due to lack of design and diversified items, technology, etc. and
88 per cent was due to low productivity. In 1968-69, no production
was undertaken without orders. The shortfall was ahout 60 per
cent,

58. The Ministry informed the Audit as follows:—

X“The proposed draft rewew reveals a very disturbed picture
about the operation of MAMC. This' Ministry is aware
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that' this-project has been-in serious difficulty in the past
for a variety of reasons. Every effort is being made to
ensure that production and productivity pick up as rapid-
ly as possible and that the defects of the management
brought out in the audit report are speedily rectified.”

5.9. The Committee enquired as to when the Ministry became
aware of the various difficulties of the Project, What was the nature
of these difficulties and what action was taken by them to solve
these problems. The Committee were informed that “the Ministry

was aware of the difficulties of the Company as and when these
arose”.

5.10. The basic difficulty of the Company was that the plant was
not getting adequate orders for the manufacture of the particular
types of equipment for which it had been speeially set up. This
was as a result of the targets for coal production originally envi-
saged not having been realised, for reasons beyond control. The
other difficulties were defects in the management, labour troubles
and. the comparatively low productivity of workers.

5.11. Various teams of technical expérts, including a team of
U.S.SR. experts, were deputed to the plant to study the nature of
the difficulties and make recommeéndations. In order that the Plant
may be loaded with substantial orders, a decision was obtained
from the Cabinet that other public sector Undertakings should be
directed to obtain such' of their requirements as’ were within the
manufacturing capability of MAMC from that'Compeny, without
calling for open tenders. The top management of the Conipany
has been changed from time to time.

5.12. The Company have prepared perspective planning for
three years, quarterly programme for the production shops and
annual programme for some items. Other steps taken are procure-
ment of components and stores and tools and motivation of work-
men by intreducing incentive scheme and maintaining better in-
dustrial relationship- and- particfpation of labour in planning of
production. The management of operation- is being improved by
giving - specific respensibility to middle supervisory personnel and
involving - them in planning -and execution: of production. After a
lot- of preparatory work; these measures were implemented during
the last three or four months.”

513. The CoMtimittes afé distressedto mote the rpder -pivdaction
performance of MAMC. The Company bave not been ahle to do
justice to the: amnual-targets of production fixed by it ‘o the basis
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of orliéis secured by thé Company. The percentage of shortfall in
production to the annual targets is as follows:—

1965-66 33 2%
1966-67 54.19%,
1967-68 63 89
1938-63 : 60%

514.In the foregoing parag'raphs the Comp;asny[ Mmlstry have
given detailed reasons for the shortfall in production and it is
apparent that the primary factor whi¢h’ was' responsible for the
shortfall was that the management particularly the technical
management was not equal to the task and owing to their failure
alone the production had been so low.

5.15. In their anxiety to load MAMC with substantial order the
Ministry obtained a decision from the Cabinet that “other public-
sector Undertakings should be dlrected to obtain such of their
requirements as were within the manufacturing capaclty of MAMC
from that Company without calling for open tenders.” This has
resulted in abnormal delays in executing the programme of work of
public undertakings which had placed orders on MAMC. To give
work to MAMC without calling an open tender is also fraught with:
danger because in that way Government will be saddling other
public undertakings to foot the bill of inefficiency and inexperience:
of MAMC which will amount to veiled .subsidy to MAMC. The
Committee feel that if a subsidy was to be given to MAMC it should
have béeh a direct subsidy from the Government so that the Parlia-
ment wotild have kiiown it and sanctioned sucth gramts instead of
encumbering other developing and' efficient pliblic undertakings.

(C) Deliy in’ the Execution of orders

5.16. It has bebn stated that in many cases orders required to-
be executed during the years 1965-66 to 1968-69 could not be
delivered in time. It has been conceded that one of the primary
reasons for the failure of the  Conipany to book orders to fulfil the
target of output ahd for inadéquate output is- that there was con-.
siderable delay in the execution of-ordefs.

5.17. The cases where orders were delayed for more than six
months but less than one year, the cases where orders'were delayed
for moré than one year but'less than- twb years and the cases
whete' the orders were' delayed for more than twe years are listed
in" Appéndices* TA) IB' and IC: -
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5.18. In connection with the delay in the execution of orders,
ﬁﬁaomemialmnagerobnrvedonmthbember, 1967 as
follows; —

“Our order books reveal that our customers have so far been
mostly Government Undertakings. We have earned a
bad name everywhere, mainly because of our failure to
deliver goods in time. The position is so bad that they
do not belicve our words regarding “delivery”. More
and more resistance is growing in every Government
Undertaking for placing orders on MAMC, not because
of price or quality but because of our poor performance
regarding “Delivery”. There are so many complaints to
Delhi from NMDC, Neyveli, PCDC, NCDC, Defence HEC,
JWC ete.”

5.19. The Committee enquired as to what was the nature of com-
plaints received by the Ministry from the various undertakings|
Ministries|Private bodies regarding delay in the execution of orders
by MAMC and what steps had been taken by the Ministry in this
regard. It has been stated that the complaints were mainly
that MAMC were not supplying the various items of equipment
in accordance with the time schedules agreed upon at the time of
placing of orders|letters of intent. The complaints were Lrought
to the notice of the top management of the company for taking
suitable remedial measures.”

5.20. It is seen that the belated execution of the orders by
‘MAMC has affected the production programme of socme public
undertakings e.g. NCDC and PPCL had specifically complained that
their production had been hampered due to delays in the
supply of equipment. NCDC had complained for delay in the exe-
cution of orders for Sudamdih Sand, Fan, Dredger Ponton, and the
‘Sand Scraper for the Banki Project. The PPCL had complained

for friction props.

5.21. The Committee were informed that the Civil Construction
in Bokaro Steel Plant was delayed because of the delay in the
submission of data regarding raw materials plants by MAMC for
preparatory drawings.

5,22, The Committee enquired as to what were the reasons for
‘delay in the supply of such data? It wag stated that MAMC was
in the process of developing the designs for stackers for Bokaro
raw material handling system. Bokaro Steel authorities, however,
-insisted that only an approved design should be adopted and that
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the design as developed by MAMC would not be accepted. There
was therefore a delay in negotiating and making arrangements for
an alternative design of proved performance. Although there was
slight delay in submission of drawings, this was, to some extent,

‘made good and all the relevant data was sorted out in consultation
with Bokaro Steel Authorities.

5.23. The Committee enquired whether the Companv was re-
quired to pay any compensation|damages for its failure to execute
the orders in time. It has been stated that NCDC have indicated
their intention to recover the cost of installation of temporary fan
at their Sudamidh Mine due to delay in the supply of Main Mine
Fan by MAMC. NCDC have not so far indicated any amount to

be claimed by them in this respect. It was added that the matter
was under discussion.

5.24. An amount of Rs. 131,645 had been kept pending from the
running bill of MAMC by the Durgapur Steel Plant on the plea of
operation of the liquidaied damages clause for late delivery. It
was, however, stated that MAMC had not accepted the position and
the matter was under negotiation. It has been stated that 14
orders valued at approx. Rs. 19.13 lakhs have been cancelled by
customers due to non-adherence of original revised delivery
schedule.

~ 5.25. During evidence the Ccmmittee enquired as to why there
was delay in adhering to delivery schedules when the Company
was producing only 9 per cent of the rated capacity, the Managing
Directer stated that there were certain items of machinery which
were being developed for the first time. The Secretary of the
Ministry stated that each manufacture had to go through various
stages, beginning from designs and so on. Some of these stages
were not ready, as they were not properly organised which result-
ed in delays.

5.26. The Committee enquired whether, while accepting the
orders from the customers for the itemsmot conforming to the
product pattern, the delivery schedule was agreed tc, keeping in
view the various limitations. imposed by the change in the product
pattern. It has been stated that an optimistic view was taken in
determining the delivery schedule although there was change in
the product pattern. It has, however, been conceded that it was
not conducive to the built up of the company’s clientele.”

5.27. The Committee note that a DO. letter dated the 18th

March, 1967 was written hy the then Secretary Ministry of Indus-
trial Development and Company Affairs to the then Managing Direc-
tor of MAMC regarding- considerable delays in the execution .
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of orders placed on MAMC by certain units of the NMDC ana
PCDC. It is mentioned in this letter that MAMC deliveries of
equipment ordered for the Amjhore Pyrites Project and the Khetrt
Copper Project were not being delivered in time by MAMC, and
that the delivery periods agreed upon were being extended from
time to time. In some cases these delays had the effect nf throw-
ing out of schedule the progress on the Pyrites Project and the
Copper Project Again PCDC had been assured by MAMC that
they would be able to manufacture and deliver certain equipment
to the time schedules of PCDC. Orders were accordingly placed
with MAMC. MAMC informed PCDC that the deliveries would be
delayed by many months; an instance was where the delay in the
delivery of a mine ventilation fan, had forced PCDC to look else-
where for the equipment. PCDC had said generally that the delays
had “a disturbing effect.”

5.28. It was further stated in the letter that on the one hand
the Industry Ministry had been trying to draw up orders for
MAMC on the other hand they had the picture that orders placed
by other Public Sector Units' were not being executed in time.
They asked the Managing Director to give his comments on the
delays alongwith the reasons for the same. He also enquired
whether there are any more such instances of important orders
which were delayed.

5.29. In his reply dated the 25th March, 1967 the then Managing
Director stated that practically every order was being delayed by
MAMC and that the list where orders were'delayed was pretty
long. Complaints from custoériers were numerous. Promises of
many types had been made but practically invariablly these were
not kept. According to him the entire organisation was in a bad
shape.

5.30. According to him the Plant suffered from the following
maladies: —

(1) A lot of officers had beeh taken in but many were either
immature or ineéxperienced in fattory production methods
and theéy were not pulling their weight.

(ii) Procedural agferts which are inherent in a production
organisation have not been dealt with adequately.

(1) Far téo mahy people ‘hate béen réeruftéd and not at all
commetiirate with the attivity. Many pebple’ were
virtually sitting idle. This had resulte® in’ low pro-

L 3N ductivity, labour trouble and lowering morale generally.
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(iv) There is a serious bottleneck in the preparation section.
The hold up is so large that in many cases where promis-
ed delivery dates had already expired, ‘preparation’ had
not been completed.

(v) The loading of machinery was inadequate and was not
done scientifically. Few of even the senior executives

have either the experience or the aptitude for production
planning and control.

(vi) The red tape of technology-design, preparation, tooling
and production is far too much.

(vii) The proliferation of specialists (from Russia) is making
the Indian Engineers more dependent and contributing to
lack of self-reliance and confidence.

(viii) Prcduction Programme for 1967-68 was unrealistic
which presented rosy picture but just could not be
achieved.

5.31. The Committee enquired as to what action was taken by
‘the Minstry on this report. The Ministry stated that no action
was taken as none was specially called for.

5.32. The Committee are unhappy to note that the delay in exe-
cution of orders has acted as an inhibiting frctor in getting fresh
orders from customers. Production programme of some undertak-
ings (e.g. NCDC, Bokaro, PPCL) was held up, due to delay in
adhering to the delivery schedule by the Company. The Committee
are convinced that MAMC had booked orders on a doubtful time
schedule when it was fully conscious of the fact that most of the
items did not conform to MAMC’s production pattern. In a few cases
-claims for compensation have been lodged against the Company for
its failure to execute the orders in time. A few orders had to be
cancelled due to non-adherence of the original or even the revised
'schedules. The Committee strongly deprecate this type of sales-
‘manship. .

5.33 The Committee are unhappy over the serious delay in the
execution of orders particularly in view of the fact that small per-
centage of the rated capacity of the Plant was utilised and produc-
tion was undertaken on the basis of the orders secured by the Com-
‘pany. For the delays in the execution of orders the Company
“earned a bad name everywhere’.

534. It is all the more distressing to note that no remedial
‘measures have been taken since 1965-66., althongh the previcus
Managing Director and the Commercial Manager have brought
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these facts to the notice of the Governmeat, The Committee fcel
that MAMC could have secured {ar more orders to load it with work,
it the management of this undertaking had been improved so that
it could meet the promised delivery schedules. The Committee feel
that no such improvement was brought abeu: during the last five

yeurs nor there is any prospect that imprcvements would be effected
in the near future. e

(D) Rejections

5.35. The following table indicates the percentage of rejection
to total production during the last four years:—

- - S e s 2 e £ e v i < e

e e v e aang.

Prreemage of rejectinn 0 total production

Name of the {oUNdry e————— e e e e e e e .
1065-66 1966-67 1957-48 1963-69

Iren foundry | 12 (o 28 10 to 3¢ R-66 1o 15-42 175

Steel foundry 1105 6 to 13 7°00 t0 22°00 10-5

O A e v i e i 5 e v o e

5.36. The loss on account of rejections during the years 1966-67,
1967-68 and 1968-69 was Rs. 8.70 lakhs, Rs. 10 lakhs and Rs. 15.64
lakhs respectively.

5.37. An analysis of the cases where rej:ctions occurred stowed
that in a number of items such as, cover, housing, forging rim, Luffer,
etc.,, the rejections, ranged between 25 per cent and 100 per cent
of the total production of a particular item.

5.38. The Committee enquired as to what were the items where
the rejections were upto 100 per cent and how could the company
explain these rejections. It was stated that “These had occurred:
in cases where sample castings were made. In such cases, a few
castings were made. In such cases, a few castings of a type are
produced for testing and for checking dimensions and examining
the necessity of improving the technology.”

5.39. The Management informed the Audit (November, 1968) as
follows: —

“By and large the rejections have arisen due to considerable
time lag between casting and fettling. To aveid such
drawbacks in future system was introduced for fettling
and inspection of first casting of all items to take timely
action for rectifying the pattern techniques in cases of
any deviations.”



55

5.40. The Committee were informed that rejection norms were
not yet officially adopted but the inspection practice was to take
into account rejections about 10 per cent both for cast iron and cast
steel items. This system was introduced from the middle of 1968.
The Committee were further told that norms for rejections would
be officially adopted before the end of this financial year.

5.4L. The Committee are perturbed to find such a high percentage
of rejections (in certain items rejection was 100 per cent). They
regret that no norms for rejections have so far been laid down by
the Undertaking nor Government took any interest to study this
problem with a view to taking remedial action.

(E) Coal Washery at Sudamdih

5.42. In November, 1965 the Company entered into an agreement
with Mjs. Centrozap of Poland for collaboration in the setting up of
an organisation at Durgapur for the design, manwfacture and in-
stallation of coal preparation plants including washeries. In pur-
suance of this agreement, a contract for the preparation of Project
Report for a washery with a capacity of 600 tons per hour to be set
up at Sudamdih for the National Coal Development Corporation
Limited was signed on 23rd June, 1966. Before signing the contract,
no firm order was, however, obtained from the National Coal Deve-.
lopment Corporation Limited.

5.43. The Project Report was submitted to the National Coal
Development Corporation Limited in the 2nd week of February,
1967 (technical part) and the last week of April, 1967 (economic
part). The NCDC, however, informed MAMC on the 18th Novem-
ber, 1967 that the Sudamdih Coal Washery Project had been defer-
ed. '

5.44. It is seen that an expenditure of Rs. 3,78,563 has been in-
curred by MAMC in the preparation of the Project Report for the
washery. The Committee were infcrmed that MAMC had raised a
bill on NCDC covering all the costs incurred in the preparation of
the Project Report. The claim was preferred in March, 1968.

5.45. The Committee enquired as to whether the amount recov--
erable from National Coal Development Corporation Ltd. was book-
ed under sundry debtors and if not, what were the reasons for the
same. In a written reply it has been stated that as the assignment
was not covered by a firm order against the quotation and accept--
ance of the customer had not been obtained, the amount had not
been booked under the Sundry Debtors account against the custo-
mer, i.e. NCDC.
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5.46. The Committee further enquired whether it was not neces-
sary for the management to have the firm commitment of National
Coal Development Corporation Ltd. before signing the agreement
for collaboration with a Polish firm for the preparation of the Pro-
ject Report and whether any responsibility has been fixed for ignor-
ing the pre-requisite. It has been stated as follows: —

“The project report prepared by MAMC in collaboration with
M]s. Centrozap of Poland is not a Detailed Project Report,
but a report which any commercial organisation has to
submit against tenders. An expenditure incurred on this
account normally has to be accounted for while negotiat-
ing for the preparation of Detailed Project Report, supply
of equipment and erection. Even before that stage came,
the project was deferred. Proper care was, however, taken
before entering into an agreement with the Polish collabo-
rator to intimate to NCDC, their liability of Rs. 1.6 lakhs
towarss the consultancy service that was to be rendered by
the collaborators. This has reference to MAMC’s letter
No. 35(1) |MD|MAMC dated 5th June, 1966 addressed to
NCDC. The amount claimed for preparation of Project
Report by MAMC is Rs. 3,78,563 which includes the colla-
borator’s fees of Rs. 2.52 lakhs (pre-devaluation figure of
Rs. 1,60,000), expenditure on deputation of Polish Experts
and expenses incurred by MAMC Design Department.

The claim is still pending with NCDC and is being vigorously
punrsued.

In view of what has been stated above the necessity of fixing
responsibility does not arise.”

5.47. The Committee enquired as to whether it was binding on the
part of NCDC to pay the collaborators fee as well as expenditure on
deputation of Polish experts and expenses incurred by MAMC on
Design Department in accordance with letter No. 35(1) IMD|MAMC
dated the 5th June, 1966 addressed to NCDC and whether they had
agreed tc pay the amount. It has been stated that “In accordance
with the letter, it is binding on the part of NCDC to pay the cost of
the project report of Rs. 2.52 lakhs (Rs. 1.6 lakhs pre-devaluation).
‘The payment by NCDC against the expenditure on deputation of
Polish experts is also obligatory. As regards the expenditure incur-
red by MAMC (Rs. 38,000) for Design Department, a small percent-
age of it is also payable. The actual amount on this account has to

be negotiated. The above c¢laims are based on the understanding
that Sudamdih Coal Washery Project is to be done by MAMC. As
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this Project has been indefinitely deferred by NCDC, there is a justi-
fiable claim by MAMC to recover the entire amount of Rs. 3,78,563
from NCDC.”

5.48. The Committee regret that MAMC signed an agreement
with the Polish firm for the preparation of a DPR for the Sudamdih
washery without first obtaining firm commitment from the NCDC
and that it took the Management more than 14 years to prefer
claim against the former. The Committee feel that undertaking
of work without firm orders was a serious lapse on the part of con-
cerned officers. As a result of this lapse the company has suffered
a loss of Rs. 3,78,563 for which now they have raised a claim against
NCDC.

5.49. The Committee find that the issue regarding this claim has
not been settled so far. They feel that Government should inter-
vene and settle the case without any further delay.

(F) Labour Efficiency

5.50. The table below indicates the actual shopwise output per
worker during the 3 years as compared with the output per worker
envisaged in the Detailed project Report:

Actual output per worker per year (In M.
Tons)

Shop
Output
per 1965-66 Per- 1966-67 Per- 1967-68 Per-
worker cen- cen- cen-
per year tage tage tage
as per of effi- of effi- of effi-
Detailed ciency ciency ciency
Project
Report
(In M.
Tons)
Iron foundry 772 7°5 9:7 8-4 10°9 8:-6 II-1
Steel foundry 50-8 8-9 17°5 93 18-3 5-8 11°4
Forge Shop . 62-5 12-4 19-8 16°9 270 14°5 23-2
Fettling Shop . . I41-5 22-3 15-8 11-8 8-3 27 9:0
Structural Shop . 96-0 45 47 6-0 6-3 7°2 7°5
Machine Shop:
Block §I . . 163 15 9-2 09 55 o9 5'5
Block [II . 430 2-2 5.1 27 63 34 79

Block III. . . 552 91 16-5 3-I 56 37 67
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5.61. It will be seen that the labour output was abnormally low
in all the shops of the Plant. In terms of value (l.e. wages paid but
not backed by output) the shortfall in output of labour amounted to
Rs. 25.98 lakhs, Rs. 35.5 lakhs, Rs. 39.14 lakhs and Rs. 47.84 lakhs in
1965-66, 1966-67, 1967-68 and 1968-60 respectively.

5.52. According to the statistical report prepared by the Finance
Department of the Company as against an annual payment per
employee (on average) of Rs. 4,687.04 the annual production for
employee works out to Rs. 3,210.63. In reply to a question in the
Lok Sabha the Minister of Steel and Heavy Engineering stated
that the annual production per employee was arrived at by dividing .
the value of sales including stock transfer plus increase in stock of
finished products and works in progress, during 1968-69 by the total
number of workers of the Company, on production as well as non-
production jobs. Similarly the payment per employee was worked
out by dividing the expenditure on employees by the total number
of employees.

5.53. According to the same Report 6% per cent of the total man-
hours are lost on account of (i) late start and early stoppage of
work (27 per cent), (ii) workmen standing idle or away from place
of work (32 per cent), (iii) waiting for materials, tools, equip-
ment, drawings and|or instructions (6 per cent), (iv) machine
breakdowns (1 per cent), and (v) no work available (3 per cent).
The Minister of Steel and Heavy Engineering has, however, clari-
fied that these were based on certain assessments made by a firm
of consultants in November, 1965 and relate to only one of the
many shops of the Corporation. He stated that the position had
since improved.

5.54. The Study Team of the Ministry of Industrial Develop-
ment and Company Affairs which visited the Company in January,
1968, observed that the low output per worker “was partly due to
lack of skills and experience in the labour force and partly due to
the unrest and unwillingness of labour to give its best” and that
“added to this was inexperience at the supervisory levels and their
general inadequacy to lead the labour force.”

5.55. The Ministry informed the Audit (January, 1969) as
follows:

“Production norms prescribed in the Detailed Project Report
were very high as compared to the actual output. Full
allowance does not also appear to have been made for the
gradual build up of expertise and efficiency over a
period of time. This is a complex heavy engineering
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unit and it is only over long period of time that expe-
rience can be built up....While a review of the norms
could undoubtedly make up for part of the shortfall in
efficiency the fact remains that Productivity in this
plant, continues to be low by any standard and the fact
of the special difficulties of Durgapur in the matter of
labour efficiency cannot be ignored.”

5.56. It was further stated that in preparing the Detailed Pro-
ject the Soviet authorities presumably took into consideration the
norms as applicable in their country but which had little applica-
tion in India.

5.57. The Committee enquired whether any detailed study haa
been made into the question of labour efficiency, if so, to whom such
study was entrusted and the main features of the Report. In a
written reply, the Committee were told that “no detailed study
was made by any outside agency into the question of labour effi-
ciency. Detailed studies are now being conducted on the shop
floor by M|s. Ibcon to work out synthetic data for compilation of
job Standards. The ultimate aim of these studies is to determine
the present rate of labour productivity with a view to inrtoduce
scientific incentive scheme.” '

5.58. The Committee feel that if Government/Company felt that
the production norms laid down in the DPR were not susceptible
for adoption to Indian conditions owing to their being framed by
the foreign experts, the Government should have represented this
fact to the experts in time. In the event of their inability to agree,
the Government/Company should have made their own assessment.
Owing to this negligence on the part of the Government an errone-
ous impression about the production norms has come to stay.

5.59. The Cemmittee also understand that abnormslly low ~mt-
put by workers was due to ‘lack of skills and experience in the labour
force and in-experience at the supervisory level and their general
inadequacy to lead the labour force. The Committee are of the
opinion that both these causes could be remedied had the Govern-
ment taken due care at the appropriate time—a lapse for which they
do not deserve to be excused.

G. Incentive Scheme

5.80. In order to improve productivity and create more interest
in work among the workers, M|s. IBCONS recommended in Decem-
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ber, 1965 the introduction of a suitable incentive scheme in the

various production shops and charged Rs. 30,000 for the same. The
Scheme was not, however, implemented.

5.61. The Committee enquired as to what were the -circum-
stances which led to the non-implementation of the incentive
scheme recommended by M|s. IBCONS. It has been stated that
the study of M|s. Ibcon was confined only to Structural shop and
the incentive scheme was to be applicable to that shop. The mana-
gement was anxious at that time to improve the overall producti-
vity of the plant at the earliest possible and as such, adopted an ad
hoc incentive scheme covering some of the important shops. It
was felt that introduction of an incentive scheme only to the

Structural shop would not be helpful to improve the overall pro-
ductivity of the plant.

5.62. In May, 1967 an interim scheme to be operative from 19th
May, 1967 was formulated by the Management. This scheme was
also not implemented as the workers raised certain objections to
the terms and conditions of the scheme. The scheme was, there-
fore, modified after discussion with the worker’s Union and a
production scheme was introduced in Fettling shop, Structural shop
and Machine shops with effect from 3rd July, 1967, 1st September,
1967 and 1st December, 1967 respectively.

5.63. The scheme provided for payment of bonus at slab rates for
production beyond the minimum level which was based roughly
upon the average monthly production during the past six months.
The following points relating to the scheme deserve mention:

(i) No work study of the various jobs undertaken in the
shop was conducted before determining the minimum
production level for the purpose of eligibility to bonus.
Productivity analysis conducted by the oconsultants in
respect of certain sections of Structural shop indi-
cated that the productivity index was as low as 15
. per cent in one of the sections and never exceeded 22 per
cent in other sections of the shop. It thus appears that
the basis for fixing the minimum level of output (which
is based on the average monthly production during the
past 6 months) beyond which the incentive payment

becomes due, has been fixed at an extremely low level.

(ii) The scheme is based upon ad hoc average activity cover-
ing the shops as a whole. It does not take into account
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: standard of skills required for the fulfilment of each
group, viz. building structures, simple technological
structures and complicated techmological structures.

(iii) There was no appreciable rise in the overall producti-
vity of the Plant. In this connection, the Board of
Directors observed on 23rd February, 1968 as follows:

“The Board views with considerable concern the Lower-
ring of production—particularly in the Fettling and
structural shops. The Board was of the considered
view that the position should not be allowed to deteri-
orate further and, if necessary, adequate steps be taken,
which might not exclude lay-offs, to improve discipline
and productivity.

Simultaneously, the Board desired that existing producti-

vity schemes be reviewed and adjustments made as
necessary.”

5.64. The Ministry informed Audit (January, 1969) as follows: —

“The ad hoc scheme introduced for this purpose was not
based on any detailed jobing evaluation and production
norms. This exercise has been taken up in some dctail
now and should be completed shortly. It is only after

this that a scientific incentive scheme which could be
more realistic would be prepared.”

5.65. The Committee enquired as to what special advantage was
contemplated by the Management in introducing a production
bonus scheme which was not based on any detailed job evaluation
and production norms and how far the object was achieved. In a
written reply it has been stated that the Management introduced
the ad hoc incentive scheme to achieve a quick improvement in the
stagnant low level of production. This was not based on work
measurement. The scheme was, however, easily understandable to
the workmen and it was able to motivate them with immediate
effect. It was expected that the scheme would not be effective as a
long term measure. The intention Was to motivate the workmen to

produce more and earn more and make them ready to accept any
incentive scheme based on work measurements.

5.66. The Committee were informed that the werk study of the
various shops has again been entrusted to M]s. Ibcon with effect
from October, 1968. So far, they had completed studies in respect
of three shops and that the studies were in progress for two more
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shops. It was expected that the job will be completed by Decem-
ber, 1969. It has been stated that total amount of Rs. 1.5 lakhs
would be paid to Mjs. Ibcon. The Management expected that the
incentive scheme would be introduced progressively during the
current financial year.

5.87. The Committee enquired as to what was the utility of the
appointment of M|s. Ibcons when the earlier scheme recommended
by them was not implemented. It has been stated that Manage-
ment was satisfied with the services rendered by Mls. Ibcons
although their scheme could not be implemented.

5.68. It is seen that the Management paid Rs. 30,000 to M]s.
Ibcons in 1965 for recommending an incentive scheme. But after
receipt of their report it was felt by the Management that the intro-
duction of such a scheme would not be helpful to improve the over-
all productivity of the Plant. Thus the money spent on the report
became more or less infructuous. Thereafter the Management
introduced in 1967 another interim incentive scheme without deter-
mining the minimum production level for the purpose of eligibility
to bonus.

5.69. According to the productivity analysis conducted by M]s.
Tbcons, the productivity index was as low as 15 per cent in one of
the sections and never exceeded 22 per cent in other sections of the
shops. The Committee are of the opinion that it was highly impro-
per on the part of the Management to link the payment of incentive
to a low level of productivity achieved prior to introduction of
incentive bonus scheme without defining the minimum output to be
given by a worker. Having once introduced an ad hoc incentive
scheme on the basis of a low level of productivity it is very difficult
to introduce any incentive scheme setting higher norms of produc-
tion. The Committee feel that the incentive scheme should have
been based on a scientitic detaifed study.
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COST OF PRODUCTION AND COSTING SYSTEM

The coparative yearwise statement of percentage composition of
different elements of cost to the total cost of production is given
below:

Year Labour  Material Overhead

1966-67 12% 27% 61%

1967-68 . 11% 20% 69%
L

1968-69 . . . . . . . 15% 16% 699%

6.2. It is seen that the cost of production of various items of pro-
duction is very high owing to high incidence of fixed overheads.
The Company, has therefore, to control its prices to the level of
“what the market can bear.” The Company has fiexed certain
norms (based on rough estimated manufacturing costs) for some
of the items of production for guidance at the time of quoting
prices. Majority of the customers are Government Undertakings
(Sales to Government|Government Undertakings constituted 91.3
per cent to 97.2 per cent of total sales during the years 1965-66 to
1967-68) and prices are generally negotiated to a level where the
agreement can be reached.

6.3. During evidence the Secretary informed the Committee that
there was a decision of Government that the price charged would
not exceed the local market price if it was indigenously produced
or the landed price if it had to be imported, unless Government
were satisfied on special reasons being adduced and the project was
able to convince Government about the special reasons for a de-
parture from this. He added that normaMy these levels were not

exceeded.
63
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6.4. According to the annual accounts of the Company the value

of production for the years 1966-67 to 1967-68 worked out as fol-
lows: —

(Rupees in lakhs)

1966-67 1967-68
Sales . . . . . . . . . 78:86 83-97
Plus: Cloging stock . . 12483 18859
Stock Transfers

5:38 2-56
20907 27512

Less: Opening stock
Value of Production

9505 124-83

114°02 150°2 9

6.5. It is understood from Audit that the value of production did
not cover the cost of materials and components consumed, value of
consumption of loose tools, power fuel and water (excluding the
amount relating to construction accounts and township) and total

direct wages backed by output of the various shops as indicated
below: —

(Rupees in lakhs)

1966-67  1967-68
(1) Material and componems consumed (As per annual

Accounts) . 89-47 117-96
(2) Power, fuel and water (excluding relating to construc-

tion accounts & towns ship) as per annual Accounts . 32-58 26-26
(3) Loose tools (As per Annual Accounts) . . . 1651 1445
(4) Total wages of the various shops on the basis of capacity

utilised. (As ascertained from the Management) . 3-46 3-85

142-02 16252

—

6.6. According to the system of costing followed by the Company
the cost per M. ton of total production of each shop is worked out
irrespective of the nature of the jobs undertaken .in the shops. The
following features of the system were noticed by the Audit:—

(a) The Company undertakes standard jobs. In order to find
out the cost of these jobs, it is essential to instal batch/
job costing system, but this is not being followed by the
company. A procedure for collection of cost data for each
work order was finalised in July, 1966, but it has not
been implemented so far (November, 1968).
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(b) No manual of costing procedure has been prepared so-
far (November, 1968).

(c) There is no periodical reconciliation between the cost
accounts and the financial accounts.

(d) There is no system for ascertaining the idle time of
labour and machinery.

(e) There is considerable time lag in the preparation and
submission of cost reports to the Management. The cost
sheets relating to the period from May, 1966 to August,
1967 were submitted to Management after a time lag

ranging from 3 months to 5 months.

(f) No standards or norms have been laid down for
sumption of materials, utilisation of labour
wastages, etc.

con-
rejections,.

(g) Indirect expenses are not separated into “fixed” anu:
“variable”, with the result that adequate control can-

not be exercised over the incidence of variable expen--

ses. .y
(h) As there is no proper system of working out cost of end’

products, the cost of production of the various items

could not be compared with the cost indicated in the-
Detailed Project Report.

6.7. The Committee enquired whether there was any recognised’
or definite principle followed by the Corporation in working out
and determining the actual cost of production of various items or
complete jobs. The Management informed the Committee that at
present the costing system covered Iron and Steel foundries, Fet-
tling shop and Forge Shop. The costing system for other shops
and departments were being intrdduced on the basis of the report

and the recommendations received from National Productivity
CounciL o

6.8. During the period from May, 1865 to August, 1967 the Com--
pany supplied 10 nos. of conveyor to National Coal Development
Corporation Limited and 12 nos. to Singareni Collieries Company
Limited. The selling prices recovered from the above customers
»nounted to Rs. 1,13,500 and Rs. 1,62,000 per conveyor respectively
as against the cost of Rs. 2,27,960 per conveyor incurred by the Com-
pany. In the case of supply to the  National Coal- Development
Corporation Limited, the selling price did not cover even the direct
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cost of material (Rs. 148,324 per conveyor). The Company in-
curred a total loss of Rs. 19.36 lakhs (approximately) in this deal.
The analysis of the total loss in regard to the supoly of 22 nos. of
Conveyors (BK-KL-50) to NCDC and Singarer. e indicated
below: —

(Rs. in lakhs)

1. Cost of Production
(a) Masterial . . . . . . 34°21
(b) Labour & Overheads . . . . . . i5'94
ToTAL . . . . 50- 1§
2. Sale value . . . . . . . 30-79
Loss . . . 19'36

6.9. The loss as revealed, without finalisation of neotiation
with NCDC and Singareni is Rs. 3.42 lakhs towards materials and
Rs. 15.94 lakhs towards labour and overheads. Realistic analysis
of the loss can only be made after concluding the negotiations that
are going on with NCDC and Singareni. The Committee were,
however, informed that MAMC had taken up the matter with NCDC
and Singareni Collieries for making good the loss to some extent
and that negotiations were in progress.

6.10. Up to February, 1967 the Company manufactured 102
nos. of centrifugal pumps. As against the cost of Rs. 29,233 per
pump the selling price was fixed at Rs. 23,000 per pump. It has
been stated that MAMC had sold 68 pumps. Since the selling price
was worked out on the basis of the ruling market price the total.
commulative loss based on the notional estimated cost works out
to Rs. 4,23,844¢ The Committee enquired whether an estimate in-
dicating the likely cost of these pumps was drawn up and approv-
ed by the competent authority. It has been stated that an estimat-
ed cost was prepared in May, 1964 on the basis of broad details
then available and it worked out to Rs. 22,260. Subsequently more
details were available and the estimate was revised upward to Rs.

29,233,

6.11. A tender was submitted by MAMC for the supply of ore
and coal handling plant comprising wagon tipplers, stackers, Tech-
laimers, Conveyors, ship loaders for the Haldia Port Project. The

value of the eriginal quotation was Rs. 4.19 crores. Subsequently,
however, it was found that the Corporation submitted an estimate
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which was lower than the ruling market price. The total revised
estimate works out to Rs. 6.95 crores. It has been stated that the
matter was taken up with the Calcutta Port Commissioner and Gov-
ernment for revision of the rates to fall in line with the market
price. The Committee were further informed that the Port Com-
missioners had agreed to consider the revised estimate on item to
item basis. According to the information furnished by Audit this
estimate was further revised to Rs. 9.37 crores.

6.12. The Committee regret to note that the cost of production
of machinery and equipment manufactured by MAMC is more than
their selling price. The three cases cited in the foregoing pages
clearly demonstrate that throughout the past years the Company
did not observe any fixed pricing policy with the result that the
Company had to suffer a huge loss. The revision of the price later
on does not give any credit to the Company for it creates a very
bad impression in the minds of customers. The recovery of the
excess amount also creates numerous complications.

6.13. The Committee regret to note that because of the defective
estimates the Company has lost heavily both on account of quoting
far below the cost of production and at times below the market
price. It appears they are operating im a blind alley as they have
no system of estimating. The Committee feel that the cases where
the prices were quoted below the market price deserve thorough
investigation in order to find out the deficiencies in the system of
estimating and with a view to fix responsibility.
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MATERIAL MANAGEMENT
(A) Stock Position

The table below indicates the opening stock, receipts, issues and

closing stock of stores and spares during the years 1965-66 to 1967-68
(year-wise):

(Value in lakhs of Rupees)
1965-66 1966-67 1967-68

() Opening stock 292-77 284- 10 269-52

(1) Receipts during the year . 17268 125°5S 297-34

. . . . 147°04 14013 18564
o . - . 318-4x 269-52 381-22

) Issues during the year
(iv) Closing stock . .

Note: (a) The difference of Rs. 34-31 lakhs between the closing stock of Rs. 318-4;

lakhs as at the end of 1965-66 and the opening stock of Rs. 284- 10 lakhs as ag
the beginning of 19669-6 represents the discrepancies between the price
stores ledger balances numerical in card balances which were transf .re

from the stores account to stores suspense sccount on 1st April, 1966,
(6) The issue figures for 1967-68 include sales of Rs. 22-77 lakhs.

7.2. The stock as at the end of 1965-66, 1966-67 and 1967-68 re-

presented 26th months’, 23 months and 28th months’ consumption
requirement respectively.

7.3- The break-up of raw materials stores and spares as on
31.3.69 was as under:

(@) Raw material other than steel components and consuma-
able stores . . . . . . . .

Rs. 1-56 crores

(b) Steel . . . . . . . Rs.1°31
(c) Spares . Rs. 0-8¢ ,,
(d) Construction stores . Rs. 028 ,

TotAL Rs. 400
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7.4. It has been stated that the raw materials are expected to be
consumed by the middle of 1970-71 and plant spares would cater
for a longer period.

7.5. Stores to the extent stated below were not physically veri-
fied during the last four years:
(Rs. in lakhs)?

Year . Stores
1965-66 133°54
1966-67 117-94
1967-68 141°35
1968-69 . . . . . 24879

7.6. The Company Auditors have pointed out that the determi-
nation of surplus and serviceable stores after investigation by sur-
vey committee was time consuming and that the system of physi-
cal verification was unsatisfactory as all the items were not verified
in a year.

1.7. The Committee recommend that all the items of stores should
be thoroughly verified in a year so that assessment of surplus stores
could be made within a reasonable time. They regret to note that
the stocks of stores and spares are very high and these have been
increasing year to year. The stock at the end of the years 1967-68
and 1968-69 represented 28 months’ and 44 months consumption re-
quirement which was abnormally high.

B. Purchasing and Procurement Procedures

7.8. In para 60 of their Fifty-first Report on Heavy Engineer-
ing Corporation Ltd. (CM.M.P. was at that time under the con-
trol of HEC) the Estimates Committee (1963-64) recommended
that “the Corporation should streamline its purchasing and pro-
curement procedures so that the inventory was not unduly heavy
at any time. It is desirable to avoid unnecessary locking of work-
ing capital in the inventories and stock piling of scares materials
which would otherwise become available to other industries.”

7.9. Despite the above recommendation of the Estimates Commit-
tee, the Company Auditors have commented on the lack of inventory
control in the Company as. indicated below:

(i) No maximum-minimum ordering levels have been fixed
for direct and other materials.

~
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(ii) The system of procurement of stores does not appear
to be satisfactory. The procurement is not only vitiated
on account of large gap between the budgeted and
actual out-put but also on account of initiating action on
the basis of verbal orders which did not finally materia-
lise or failure to restrict the purchases where work
orders had been cancelled by the customers.

(iif) In the absence of any material schedule the procure-
ment action is taken piece meal mostly on the ground of
urgency, thus eliminating the question of most competi-
tive rates.

(iv) Under broad Categories substantial purchases of materi-
als and spares were made during the year in spite of the
fact that there were heavy stocks in hand.

7.10. The Committee are unhappy to note that despite the re-
commendations of the Estimates Committee in 1963-64 no effort has
been made by the Corporation to streamline its purchase and pro-
curement procedures for the reduction of inventories. The Commit-
tee are compelled to observe that the management has not treated
the recommendations of the Estimates Committee with the atten-
tion they deserve. The deficiencies pointed out by the Company’s
Auditors clearly indicate that inventory control has not received the
due attention of the management.

7.11. The Committee reiterate the recommendations of the Esti-
mates Committee and stress that some set procedure should be laid
down regarding procurement of material to prevent the inventory
from exceeding its prescribed norms.

(C) Ill Planned Purchases

(i) Purchase of spares from USSR

7.12. On the basis of an assessment made regarding the require-
ment for spare parts for 1966-67, the Company forwarded in
December, 1966, to M|s. Prommashexport a detailed list of spares
required to be imported from the U.S.S.R. immediately and request-
ed the supplier to quote the price for each item with indication of
delivery and to send the draft contracts.

7.13. The supplier forwarded three draft contracts in respect of
spares worth Rs. 13.95 lakhs, Rs. 7.65 lakhs and Rs. 7.34 lakhs to
be made in February, March and April, 1967 respectively. After
a preliminary examination of the first two draft contracts,
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the Management informed (April, 1967) the supplier that they were
willing to sign the contracts provided the ball bearings and some
electrical items were excluded from these contractss No accept-
ance regarding the third draft contract was, however, sent.

7.14. The Committee enquired on what basis the ball bearings
and the electrical items were originally included in the list of
spares which were required to be imported from USSR and on
what basis it was concluded that these were not needed. In a
written reply it has been stated that an assessment of requirement
of spares was made in 1966 and the items of Bearing and 202 elec-
trical items were included. This assessment was made keeping in
view the procurement cycle involved i.e, arranging of exchange
allocations and import licence. After the receipt of draft con-
tracts, it was observed on scrutiny that the items of Bearings were:
not required to be imported as the indigenous manufacturing
capacity had been developed for most of the bearings by that time-
It was, therefore, decided to drop the import of bearings. It was
also observed that the electrical items were not immediately
required and it was decided to defer the procurement. As such,
these items were deleted.:

7.15. It has been further stated that no separate value of these
items were indicated in the contract originally but subsequently
the supplier informed that the value of bearings was Rs. 238365.
The electrical items work out to Rs. 10 lakhs on the basis of
national value.

7.16 The supplier accepted the proposal regarding cancellation
of the supply of all bearings but did not agree to modify the con-
tracts in respect of 202 electrical items on the ground that, according’
to item 26 of the minutes of the discussion held in Moscow on 17th
August, 1965 between the representatives of the Company and the
supplier, the latter had already placed orders for the manufacture of
spare parts on the USSR Industry and that a portion of the spares
had already been manufactured and delivered to the ports.

7.17. According to the assessment made by the management in
June, 1968 about 76 per cent of the spares valued at Rs. 10.93 lakhs
would not be required in the context of the present level of activities
in the plant. The Committee enquired on what basis the original
assessment regarding the requirement of the spares was made and
why it was not found feasible to use the spares later on and whether
the requirement of spares has been reviewed. In a written reply it
has been stated that an assessment was made on the basis of machine
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utilisation according to anticipated build-up of production capacity.
‘Since this anticipation did not materialise it was felt that MAMC
should not carry larger inventory. While reviewing, it was found
that some of the spare parts could be sold to other Soviet aided
Projects. As a result of the review a portion of the spares worth
about Rs. 10 lakhs is proposed to be offered to other projects. Action
has already been taken in this regard and a demand from Heavy
Engineering Corporation for about Rs. 3.60 lakhs has been received.

7.18. The Committee regret to note that before placing the orders
for spares the management did not make any proper study of the
actual requirement. Orders for electrical items and bearings were
deleted as they were found to be either indigenously available or
were not required. The Committee recommend that the Manage-
ment should investigate the circumstances under which orders for
the different items, which were not required, were pleced.
Responsibility should be fixed for not making a proper study of the
actual requirements before placing the orders.

7.19. Regarding the import of spares from USSR the Management
informed the Audit (November, 1968) that “this seems to be a case
of complete misunderstanding most probably due to language diffi-
culties and varying commercial procedures in the two countries.”
According to the management “there was no obligation on the
part of the Corporation to accept the spare parts received at
the Calcutta Port through M|s Prommashexport against the draft
contract.” In view, however, of the representations received on
behalf of U.S.S.R. authorities and to maintain good business relations
with the collaborators on whom the Company would have to depend
for technical assistance and future supplies of spare parts, compo-
nents, etc., the Board decided to accept the consignments already
received and signed a contract in January, 1968 covering spares
valued at Rs. 14.43 lakhs already shipped.

7.20 Item 26 of the minutes of the discussions held between the

representatives of the Company and the supplier, however, reads
as under:

“In individual cases at the request of the customer the supplier
will be able to distribute orders on the industry in the
Soviet Union for the supply of the accessories, parts,
spare parts, special tools etc. before the signing of the
relevant contract by both sides.

In case supplies are effected before signing the contract the
customer must pay the supplier the cost of the materials
by opening a letter of credit for the sum requested by the
supplier.
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In the event of cancellation of any orders for parts, units,
spare parts etc. the customer must remimburse the

supplier all the expenses actually incurred by him in their
manufacture.” '

7.21. According to the Management, the minutes of the discus-
sion were to cover the negotiations for which MAMC, representa-
tives visited Moscow in 1965 and should not be valid for all times to
come contrary to normal commercial practice. It has been stated in
the minutes that at the request of the customer, in individual cases,
advance manufacture could commence. In this particular case there
was no specific request frm MAMC for any individual items to be
processed pending execution of formalities for the contract as the
enquiry was limited only to delivery date and prices for spares. It
was not oblibatory on the part of MAMC to accept the spares
received at Calcutta Port on the basis of discussions recorded in the

minutes. Regarding the signing of the agreement the Ministry have
furnished the following information:

“On the 12th April, 1967, the management of the company
intimated to the Ministry that certain consignments of
spare parts had been shipped by Messers Prommashexport
to the M.A.M.C. for approval. The case was discussed by
the M.A.M.C. with the suppliers and was also taken up by
the Ministry. The U.S.S.R. authorities agreed that the
shipments had been made without a valid contract but
pleaded that the manufacture and shipment had been
undertaken in good faith on the basis of the requirements
indicated by the company. In view of the repersentations
received on behalf of the U.S.S.R. authorities and to main-
tain good business relations with the collaboraters on
whom MAMC would have to depend for technical assis-
tance and future supplies of spare parts, components, the
Company were advised to accept the consignments alredy
received and sign the contract.”

7.22. The Committee are surprised to note the unusual terms
contained in item 26 of the minutes of discussion wherein it is stated
that the collaborator can start the manufacture of spares and equip-
ment before signing the contract for their supply. As a consequence
of which MAMC has been saddled with unwanted spares and stores

valued at Rs. 1443 lakhs. The Committee strongly urge fitgt the
implications for such an extraordinary provision be re-examined to
avoid difficulties in future. .

594 LS—6.
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7.23. The consignments of spares started arriving at Calcutta
port in April, 1967, but as import licences had not been obtained
nor letters of credit opened, the consignments could not be got releas-
ed in time, with the result that wharfage charges amounting to
Rs. 70,000 had to be paid during the period from April to May, 1968
on a total consignment valued at Rs. 13.01 lakhs.

7.24. Information regarding the arrival of the equipment was
received by the Management on 31-3-1967 through their shipping
department. The matter was referred to the Ministry on 6-4-1967.
The licence was cleared by the Ministry on 25-1-1968 and the letter of
credit was opened in May, 1968.

7.25. The Ministry have, however, stated that there was no delay
on the part of the Ministry. No import licence was issued as none
was applied for. MAMC were initially not willing to accept the
consignment which had been shipped without a valid contract. As
soon as the decision was taken the consignments should be accepted
as a special case, the company applied for the import licence and
this was granted without any unreasonable delay.

7.26. Asked as to why the payment of demurrage was not reco-
vered from the foreign supplier specially when the materials were
shipped by them in the absence of any agreement. It has been
stated that the matter of recovery of the demurrage charges was
taken up with M|s Prommashexport. But subsequently in view of
the decision to accept the consignment as a gesture of goodwill and
understanding between the Corporation and the Soviet Agencies,
the matter was not pursued.

7.27. Asked whether the question of waiver of demurrage charges
had been considered by the Ministry and if so what was the outcome
thereof. In reply it has been stated that this question was taken up
with the Calcutta Port Commissioner who advised that the charges
should be paid first and an application made for refund later. This
would be considered sympathetically. The Port Commissioner later
regretted their inability to agree to any refund.

7.28. The Committee are sorry to note that the Management have
laid blame on the Ministry for taking undue time in granting the
necessary import licence and the Ministry have in turn blamed the
Management for the late submission of application for the licence.
The delay in taking delivery has resulted in the wharfage charges
smounting to Rs. 70,000. The Committee would like the cause of
delay to be investigated and responsibility fixed.
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7.29. They also fail to understand as to why the question of reco-
vering demurrage charges from the foreign supplier was not taken
up, when the material was shipped by them in the absence of any
agreement, .

(ii) Purchase of OMKT Mechanised Coal Winning System

7.30. In January, 1967 the Company entered into a contract with
M|s. Prommashexport for the import of one set of OMKT mechani-
sed coal winning system (explosive proof manufacture) at a cost of
Rs. 16,37,431.60. According to the terms of the contract the delivery
of the equipment was to be made by June, 1967 an indication was
received from the supplier that it could deliver an improved model
of the OMKT coal winning system without any additional cost. The
Company accepted this offer on 11th August, 1967 and applied for the
necessary import licence.

7.31. However, considering that owing to the effect of recession in
engineering industries and sluggish demand of coal in the country
there would not be any demand for this type of equipment within
the next 3 to 4 years, the Company decided in Margh, 1968 not to
buy this equipment and request the supplier to cancel the order. It
has been stated that M|s. Prommashexport have since agreed to treat
the order as cancelled. They have, however, requested MAMC to-
accept the electrical items of the equipment valued at Rs. 30,000|-
(CIF Value) which were specially designed for tropical conditions.
The prospects of utilising the electrical items in the other equip-
ments are being examined by the Design Department. It has been
added that there will be no loss on this account if the electrical items
can be put to alternative use.

7.32. In a note submitted to the Board of Directors in 26th meet-
ing held in January, 1969, it was stated as follows:

“the opportunity which came to MAMC as early as 22.8.67
to reconsider the entire question of procuring such sophis-
ticated equipment at such a high price, when M|s. Prom-
mashexport offered an improved type of OMKT complex,
not made use of in cancelling the order, although 1t was
was clear to MAMC by that time that there was consider-
able recession in the Coal Industry and utilisation of such

equipment was doubtfut.”

7.33. In view of the above the Committee enquired as to how the
Management held that in August, 1967 as in January, 1967 the
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Management had contractual obligations to accept the machine. Be-
sides, ag the recession in Coal Industry was well known even at the
time of placing the initial order in January, 1967 why this order was
Placed at all without having any firm commitment for its utilisation.

7.34. It has been stated that the contract for purchase of OMKT
Mechanised Coal Winning system was entered into in January,
1967, and as such MAMC was under contractual obligation to
accept the supply even in August, 1967 when the suppliers intimated
MAMC the specifications of an improved model of the equipment
compared to that offered by them in January, 1967. In August 1967,
the suppliers did not offer the equipment anew with any special
terms and conditions but they only had suggested the latest model of
that kind. It was felt necessary to procure prototype mining equip-
ment of USSR make for development purpose as also to make Indian
Coal Industry familiar with sophisticated equipment of Soviet design
and specification. It was felt that OMKT mechanised coal winning
system is very modern mining process and that this process would
also be introduced in India and for that it would be necessary to
start development and familiarisation work in consultation with the
industry. As has been stated earlier, the prototype machines were
not procured on the basis of any firm order but purely with a view
to demonstrate the performance to the customers to develop such
machines and creat demands from the prospective customers.

7.35. The Committee regret to note that the prototype of the OMKT
Mechanised Cool Winning System worth Rs. 16,37,431.60 was ordered
without assessing the actual demand of such machines in the coun-
try. Even when it had come to notice that there was no demand,
no step was taken to cancel the order. The Committee feel that the
collaborators should have been approached for cancellation of the
order the moment it was known that the machines were no longer
needed even as a Prototype. This is an example how careless the
Company has been in dealing with public money entrusted to its
care. . e

(X3

(iii) Purchase of Coal Cutters and Loaders

7.36. In June, 1965 the Company purchased 7 numbers of coal
cutters and 3 numbers of loaders from USSR at a cost of Rs. 5.32
lakhs (including spares worth Rs, 2.12 lakhs). These machines have
been laying in the shop since the date of their receipt in December,
1965. One set of coal loader was tried by the Pyrites and Chemicals
Development Company Limited in Amjhore Sulphide Ore Mines,
but did not prove to be suitable. One set of coal cutter was sent in
August, 1968 to Pyrites and Chemical Development Company
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Limited for trial. It has been stated that the mining condition at

PPCL’s Amjhore mines were not suitable for the operation of coal
cutting machines.

7.37. In view of the fact that there was slump in the coal market
during the Third Plan period, the Committee enquired as to how
it was advisable on the part of the company to import the coal cut-
ters and loaders even as prototypes, in the absence of any firm
orders for this-type of equipment. The Management have stated
that since mining equipment of USSR make was new to the Indian
coal mining industry, it was felt necessary that these items of
equipment should be imported to make the coal mining industry in
India familiar with these equipments as also to prove their perfor-
mance and enable MAMC to develop these items for manufacture.
It was added that it was general commercial practice to arrange
field testing of prototypes of new equipments with a view to create
demrands for the same from prospective customers.

7.38. The Committee feel that before importing any prototypes it
should have been ensured that such machines were suitable for the
industry in this country and that there was sufficient demand for
the same.. In this case Coal Cutters and Loaders were purchased as
prototypes for Rs. 5.32 lakhs for which there was no demand in the
country. The Committee recommend that such a seriocus lapse shou-
'Id be enquired into and responsibility fixed.

7.39. It is seen that the coal cutter machines were imported with-
out the gate-end boxes. It was explained to the Audit by the
Management (June, 1968) that gate-end boxes will be imported from
Russia shortly to complete the coal cutters and loaders and that
thereafter aproval from Director General, Mines and Safety will
be obtained to sell them to collieries.

7.40. As regards the reasons for importing the coal cutter machines
without the gate-end boxes the Management explained to the Audit
that “Organisations like National Coal Development Corporation nor-
mally purchase such equipment without gate-end boxes and trailer
cables and make bulk purchase of these items separately for reasons
of economy. There have been attempts by firms for indigenous
manufacture of gate-end boxes. These are the reasons that guided
to import coal cutter machines without gate-end boxes.”

7.41. The Committee enquired as to what was the basis of the
Company’s expectation that gate-end boxes wotfid be manufactured
indigenously-and why it took 3 years to kmow ‘that :no imdigenous
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manufacture for this item could be located. It was further enquired
a8 to when the order for the import of gate-end boxes was placed.
The Management have furnished the following information: —

“On the basis of discussions held with manufacturers of elec-
trical equipments, it was understood that some of them had
be manufacturing licence for indigenous production of
flame-proof gate-end-boxes. It was, however, subsequent-
ly found that the development of these products did not
come up as was expected.

After a decision was taken that the gate-end-boxes would be
imported from USSR, the foreign suppliers were requested
to quote for these items giving details of price, delivery
specifications, etc. On receipt of these details from USSR,
the matter was taken up with DGT and D in April, 1969
and the matter is being pursued. The order for import of
the items would be placed immediately on receipt of DGT
and D’s clearance and Import Licence.”

7.42. The Committee regret that the Coal Cutter Machine having
been purchased in 1965, the question of import of gate-end-boxes for
the machines was taken up with the DGTD in April, 1969 i.e. after a
lapse of 4 years. The Committee fail to appreciate the reasons put
forward by the management for such an abnormal delay. It should
not have taken 4 years for the management to know whether or not
such gate-end-boxes could be manufactured in India, The Committee
feel that it is & fit case for investigation and fixation of responsibility.

(iv) Coal Combine and Coal Plough Complete with Armoured Chain
{Coal Planning Machines)

7.48. These machines were imported from Russia in July, 1967 at
a cost of Rs. 17.10 lakhs against an order placed with U. S. S. R. in

May, 1966.

7.44. It has been stated that these items were also imported to
serve as prototype for trails under actual Indian mining conditions
as suggested by the Members of the Joint Planning Wing. Du.e to the
recession in the coal industry there was no demand of these items of
equipment. It has also been stated that due to lack of demand the
immediate manufacturing progarmme for these items was not con-

templated.
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7.45. The coal combine valued at Rs. 3.10 lakhs was tried by China-
kuti Colliery of Bengal Coal Company, but was returend to the Com-
-pany after the trial run was over. They have not so far indicated any
willingness to purchase this equipment. It has been stated that no
machines have been sold to any other organisation.

7.46. Regarding coal plough, it may be stated that this machine is
suitable for operation on 660 volts supply and as the collieries in
India either use 500|550 volts or 400/440 volts supply, a suitable trans-
former will have to be arranged before these can be offered for sale.
‘The Management explained to the Audit (November, 1968) as follows:

“This is a prototype procured by the Corporation for purposes
of assessment of its productivity and its installation in coal
mines in India and thereby to develop market. The USSR
authorities offered their standard voltage 660 volts appli-
cable to such high productive units. For coal face mining
such equipments will always be required to be backed by
a transformer from 3,300 volts. Transformers of 3,300/600
volts are within the range of production of indigenous
manufacturers and will not therefore present any difficulty
for our customers in procuring the same.”

7.47. The Committee enquired whether any order had been receiv-
ed by the Company for the purchase of coal plough and whether the
prototype was procured by the company after assessing its demand
in India. It was also enquired whether the suppliers were informed
about the voltage available in the Indian collieries. The Management
have stated that no order was received for the coal plough. The
prototype was prepared in anticipation of mechanisation of coal
mines. Since this was the only unit of its kind to be procured as a
prototype the USSR collaborators supplied the equipment with the
standard voltage operating in their country. However, transformers
are indigenously available to make them suitable for working in
Indian mines.

7.48. The Armoured Chain has been sold to PPCL. It has been
stated that since armoured chain conveyor is a part of the coal plough
and coal combine, the notional estimated price on the basis of total
tonnage of equipment has been indicated to PPCL which works out
to Rs. 14,08,300/—The final price is being negotiated with PPCL.
The approximate notional CIF value of the coal combine and coal
plough which is still lying with the Corporation works out to Rs
9,00,000-. The Committee were informed by the Audit that the price
of Rs. 14,08,300 quoted by PPCL for armoured chain conveyor includes



handling charges, interest, customs and port chafges and ‘profit ele-
ment of 100 per cent. The CIF value on tonnage basis works out to
Rs. 7.9 lakhs approximately. According to customer [letter No. PPC
15(152)68/1788 dated 23-4-69] similar type of equipment is available
for Rs. 1.5 to Rs. 2 lakhs.

7.49. The Committee enquired whether the facts of recession in the
coal industry and the absence of any order were considered by the
Management before importing the coal combine and coal plough com-
plete with armoured chain even to serve as prototype and was the
recommendation of the Joint Planning Wing obligatory and if not,
what conditions prompted the Management to import this equipment.

7.50. The Management have stated that it was felt necessary to
import a few items of coal mining equipment of USSR make for
development of these items at M. A. M. C. and also to make Indian
Coal Mining Industry familiar with these items and to create demand
from prospective customers. The recommendations of the Joint Plan-
ning Wing were not obligatory on the part of the Management, but
since the Wing represented all the important coal producers in the
country, both private and public sectors and they felt that a Coal
combine should be imported in the interest of coal industry, MAMC
accepted the recommendations of the Joint Planning Wing.

7.51. This is another case where orders worth Rs. 17 lakhs were
placed without assessing the réquirement and this amount has be-
come a dead loss. The Committee are surprised that the coal plough
tmported was suitable for operation on 660 volts supply although it
is well known that collieries in India either use 500/550 or 400/440
volts supply This is another example of negligent way of placing
orders, ..

D. Surplus Stores

~ 7.52. As on 25th November, 1968, Company was holding the follow-
ing surplus stores:

Sl Ttems Value of  Stock ‘Remarks
No. material  position

Nosemmber,
R Re
1 2 3 4 5
1 Structural steel | . 34°17 14°43 mg:w worth Rs. 19774 lakhs
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10

Iz

G.I. Pipes

Electricals

Phos Bronze

Paints

Building material ,

T S

.

Construction equipment

Electrodes

Sultarn Oi1B-6
Chilled Tron shot .

ToraL

.

8-02

5-08

3:40

3-29

1:69

0-85

0-I12

1:24

0°40

0-09

3:72

3+40

142

0-60

1-06

Pipes have been disposed of at
loss of Rs. 1-16 lakhs.

Electrical goods worth Rs. 1:36
lakhs have been sold at a loss.
of Rs. 1-03 lakh. For the
remaining materials a list had
been sent to the Bureau of
Public Enterprises for circu-
Iation among other Govern-
ment Undertakings.

A list has been sent to the Bureau
of Public Enterprises in March,
1968, for circulation among
other Government Undertak-
ings.

Hardware ‘worth Rs. 1-87 lakhs.
‘as ‘béen sold at a loss of Rs,
4,691. For the remaining ma-
terial a list has been sent to the
Bureau of Public Enterprises.
for circulation among other
Government Undertakings.

Paints have beénsold at a loss:
of Rs. 38,450.

Material rorth R, 025 Jahe
en sold at a )
Rs. 0-03 liakhs. No action
has, however, been taken to
-dispose of the atérial worth
Rs. 0:60 Iakh after May,

Material worth Rs. 0-18 lakh:
has been sold at a profit of
Rs. 432.

0-39 Material worth Rs. 870 has been

019

009

5854

2543

sold at a profit of ‘Rs. s8.
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7.53. The Management informed the Audit that according to an
assessment made by the Management in June, 1968, stores valued at
Rs. 45 lakhs (Rs. 30 lakhs on account of steel, Rs. 8 lakhs on account
‘of hardware and Rs. 7 lakhs on account of electrical and civil items)
would be further added to the above list of surplus stores.

7.54. The total stores declared surplus amounted to Rs. 55 lakhs,
during the financial year 1968-69 out of which stores of value of
about Rs. 35.37 lakhs were disposed of. In the process of such dis-
posal a net loss of Rs. 1.29 lakhs was suffered. The Committee were
informed that as on 31st March, 1969 surplus store was of a value of
about Rs. 20 lakhs which consisted of Rs. 6 lakhs of construction
stores and Rs. 14 lakhs of raw materials and spares.

7.55. The Company Auditors have commented that the disposal

of surplus stores was not done timely and required further improve-
ment.

7.56. The Committee are disappointed to find that during the
financial year 1968-69 the total stores declared surplus amounted to
Rs. 55 lakhs out of which stores worth Rs. 35.37 lakhs were disposed
of, in the process of which a net loss of Rs. 1.29 lakhs was suffered.
Further as on 31st March, 1969 surplus stores lying with the Com-
pany worth Rs. 20 lakhs—Rs. 6 lakhs of construction stores and Rs.
14 lakhs of raw materials and spares. As pointed out by the Com-
pany auditors the disposal of Surplus Stores was not done timely and
required improvement. The Committee recommend that imme-
diate review of surplus stores should be carried out followed by
periodical reviews and the surplus stock should be disposed of.

7.57. The Committee regret to note that the Company have in-
curred huge losses in the disposal of surplus stores. They are fur-
ther intrigued to find that even material like G.I. pipe which are

in short supply in the country have been disposed of at a loss of
Rs, 1.16 lakhs,

E. Sale of Surplus Stores

7.58. A Russian heavy truck with Trailer was procured by the
Corporation at the price of Rs. 65,986.00 but was sold later at a price
of Rs. 16,600 to a private party. In this regard the Management
have stated that with a view to reduce the inventory of vehicles of
the Corporation a number of vehicles were disposed of by inviting
tenders through newspapers. As the maintenance cost of the
Russian Truck was considered heavy and the vehicle was having
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frequent breakdown, it was included in the list of vehicles to be
disposed of. It has, however, been stated that the case regarding
the disposal of the truck at such a low price is under investigation.

7.59. Sale of 48.70 cm of teak wood was finalised by the Tender
Committee at a tendered rate of Rs. 2650 for the lot inclusive of
sales tax to a local firm. The sale was, however, withheld when it
was detected that the book value of stores worked out to Rs. 1,06,000
approx. and the quantity was 48.70 cm and not 48.70 cft. The case
has been made over to CBI for investigation. The investigation is
in progress.

7.60. The Committee enquired whether the Management initiated
departmental proceedings against the officials concerned. It has
been stated that the matter has been referred to CBI and preliminary
investigations are being made by them. On receipt of their prelimi-
nary report departmental proceedings would be constituted.

7.61. The Committee feel that as soon as such gross irregularities
came to the notice of the management, departmental enquiry should
have been inmstituted and suitable action taken against corrupt offi-
cials.

The Committee recommend that responsibility should be fixed in
the above two cases without any further delay.*

* At the time of factual verification the Ministry gave the following information:

‘The Company has intimated that it checked up with the Central Bureau of investi-
gation and = was informed that the departmental enquiries could be started after

the CBI had completed its own preliminary enquiries’.
F. Semi-finished Items lying in the Shop
7.62. The table below indicates the quantity and value of semi-

finished products lying in the various shops as in July, 1968 and the
reasons for their non-completion:

S1. Item Quantity Value Since when Remarks
No. lying
1 2 3 4 5 6
(Rs. in lakhs)

1 Pumps of various 123 Nos. 14 February. The Pumps could not
sizes 3 444 1965 to  be completed for.

September, want of some Vital
1967 components such as
: electrical motors,
etc.



I 2 3 4 5 6
2 Drive Unit BKU- 15 Nos. 3'I3 ) 1965-66to The conveyor parts
$-150 1966-67 were - mamufactured

as standard products.

3 Drum (KK-KL 50) 35 Nos, 0-92 There was, however,
no demand for the

4 Gear boxes . 12 Nos. 1-62 specification for whi-
ch these items have

5 Conveyor structure 6 sets  3-60 manufactured

6 Idlers and rollers 22900 Nos. 18-09

7 Casting 1,000 M.Tons 20-00 The larger accumula-~

tion is mainly due
to extremely poor
output of workers.

7.63. The management have now stated that the pumps are com-
Plete in all respects excepting bought-out flame-proof electricals
which are required to effect sale. The electrical items are to be
imported and it is felt that no further investment should be made

on bought-out items without receiving firm orders for the pump
sets.

7.64. As regards the conveyor parts worth Rs. 27.36 lakhs it has
been stated that “these are components of standard conveyors to
be manufactured under the Detailed Project Report. These were
also recommended to be produced for the coal industry by a team of
Soviet Experts which visited India in 1964-65. The manufacture of
these conveyors was also included in the production programeme of

the Corporation in anticipation of demand. The conveyors are basic
items for mining operations.

7.65. So far, orders for conveyor components of a value of about
Rs. 10 lakhs have been secured. Sales advertisements for these
components have been released to the Press. Efforts are also being

made through personal ctontacts ~with prospective customers to
secure orders for these components.”

7.68. The Committee regret that the manufacture of certain items
was taken up without simultaneously making arrangement for the
procurement of components required for the completion of those
items. They hope immediate efforts would be made to clear the
accumulated semifinished products.
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(G) Theft of Stores

7.67. The value of stores stolen, the value of goods recovered and

the amount written off during the last four years (year-wise) is as
under:

Sl Year Value Amount written off Value of property reco-
No. vered
Rs.
I 1965-66 860400 Nil
2 1966-67 . 857000 .. Rs. 800/-
3 1967-68 21797802  (#) Original value Rs. Rs. 65,915
90,657/~
(&) Written down value
of Rs. §8,462/-
4 1968-69 . 43609°00 Rs. 5240

7.68. It has been stated that all the cases of theft were reported
to the Police. The total number of such cases is 138. The Police
investigations had since been concluded in respect of 23 cases and
no materials had been recovered nor any persons have been appre-
hended so far except in the case of theft of tool crib. For the re-
maining cases the final reports from the Police were still awaited.
Departmental investigations were undertaken in respect of the cases
where employees were involved. The number of such cases was
twelve. In five cases the persons found guilty were removed frecm
the services and i one case fines were imposed and for the rest
‘where charges could not be fully established, the persons concerned
were censured. A few cases were still under investigation.

7.69. As regards the theft of tools from tool crib, it has been stated
that tools valued at Rs. 1,56,572 were stolen on 5th June, 1967, from
the Tool Crib, Machine Shop Block No. I. Subsequently, Lowever,
tools worth Rs. 69,915 were recovered. The loss on account of theft
amounting to Rs. 90,657 had been written off in the accounts for
1967-68. The Management have stated that a departmental investi-
gation was undertaken into the theft of tools. One security inspector
and five security guards who were involved in the theft were re-
‘moved from the services of the Corporation. The investigation l.ay
the police had been completed and charge sheets had been submit-
ted against all the accused persons including the security persor}nel
jnvolved in this case. The case was sub-judice and several hearings
have already taken place.
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7.70, The Committee have noted with great concern that between
1965-66 and 1968-69 there were 138 cases of theft which were reported
to the Police involving theft of the value of Rs. 2,78,761. Against this
loss, property worth Rs. 71,955 was recovered and the loss of
Rs. 149,119 had to be written off. These were the cases which were
reported to the Police. The Committee are afraid that there may be
more cases of theft which have not been detected.

7.71. The Committee regret to note that there had been so many
cases of theft in the Corporation. That shows that the Company had
not ensured proper security measures to safeguard its property.
There were only 12 cases where departmental enquiries were held in
which employees were involved. The Committee feel that in all the
cases of theft there ought to have been departmental investigations
and stern action should have been taken against those who were
found guilty and who were held responsible for dereliction of duty.
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FINANCIAL MATTERS
A. Capital Structure

As on 31st March, 1968, the authorised capital of the Company
was Rs. 2,000 lakhs (divided into 2,00,000 equity shares of Rs. 1,000
each) and the paid-up capital was Rs. 1905.5 lakhs. In addition
Government have from time to time granted long-term loans which

stood at Rs. 2,975.57 lakhs as on 31st March, 1968. The debt equity
ratio in 1967-68 was 1.56:1.

8.2. In para 136 of the fifty-first report, the Estimates Committee
(1963-64) observed that in view of the nature of the industry and
the long gestation period involved, it might be necessary to vary the
pattern of loan, equity parity in respect of the Projects under the
Heavy Engineering Corporation (CMMP was at that time under
HEC). They hoped that Government would examine the matter
carefully and arrive at a suitable decision.

8.3. In reply to this recommendation the Ministry of Industry and
Supply stated in November, 1965 as follows:—

“Approval of the capital costs has been taken up. After these
are determined, the question of varying the existing pat-
tern of loan, equity parity in respect of these projects will
be taken up for consideration.”

8.4. The Committee were informed that the question of re-organi-
sation of the capital structure of MAMC was still under the consi-
deration of the Government.

8.5. The Committee enquired as to what were the reasons for the
delay and what was holding up the approval of capital costs so far.
It was also enquired as to why the question of pattern of financing
was being linked up with the approval of capital costs. Govern-
ment have furnished the following information:—

“The reply referred to above was with reference to the recom-
mendation of the Estimates Committee that Government
should examine the desirability of varying the existing
pattern of financing of Government companies (50 per

V 87
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cent equity capital and 50 per cent loan capital) taking
into account the nature of the industry and the long ges-
tation period involved. As the normal principle was that
the capital cost of Public Sector Projects should be finan-
ced in the form of equity and loan in equal proportion,

it was considered that the capital cost of the project should
be finalised first.

However, the proposal from the Company for reorganisation
of capital structure, submitted in December, 1968 involves
such questions as write off of the losses suffered by the
Company and grant of moratorium on the repayment of
loans and payment of interest. It has been considered
that before these questions are examined, the company
should review carefully their production programme dur-
ing the next few years so that whatever decisions are
taken now, can be applied over a period of time and that
a further reorganisation does not become necessary soon
thereafter. The results of the Company’s re-examination
are awaited.”

8.6. The Committee find that the proposal regarding the organisa-
tion of the capital structure of MAMC is pending with Government
since its inception. The reasons advanced for delay in the reorgani-
sation of the capital structure are far from convincing and cast a sad
reflection on the manner in which important financial matters are
being dealt with by the Ministry.

8.7. The Commiittee consider that the debts of the Company are on
the high side. Normally total debts should not exceed the amount
of paidup capital. While expressing deep disappointment at the
attitude of the Ministry, the Committee urge that Government should

examine the financial matters and finalise the capital structure with-
out any further loss of time.

B. Financial Results

8.8. The table below summarises the financial position of the
Company under broad headings for the years 1965-66 to 1967-68.

(Rupees in lakhs)

1965-66  1966-67  1967-68

Liabilities:

(a) Paidup capital (mcludmx advance received for
share capital) . . 112-00 1,880:00 1,905-50




1965-66  1966-67  1967-68

() Reserves and surplus . . . . .. .. 9-89
(¢) Borrowings
(®) From the Government of India (including

interest due thereon) . . . . 488-00 2,537°65 2.:995°72
(#7) From HzavyEngineering Corporation Limi-
ted . . . . . . 2,910°30
(8) Current liabilities and provisions . 288-72 22042 63573
ToOTAL . . . . . . 3,799:02 4,638:07  5,546-84
Assets:
(e) Gross block |, . . 1,386:87 1,879°55 2,550°94
(f) Less: Deprectiation . 138-64 262°85 463-77
(g) Net fixed assets . . . . . 1,248-23 1,616°70 2,087°17
{h) Plant and Machinery pending erection’/commis-
sioning (including fee for Project Report, working
drawings and expenses on foreign experts) . 873°58 968-45 50555
) Exoz:nditure during construction paading alloca-
tion. 496-03 832§ ..
{J) Curreat assets, loans and advauces . 84499 1,077°85 1,276°19
(k) Deferred revenue expendituse . 93°27 176°32  277-22
{I) Preliminary expenses . . . 1-52 1°21 091
(m) Loss . 241°40 714:29 1,399-80
ToTAL . . 3,799°02 4,638:07 5,546-84
Capital employed . . 1,804°50 2,474°13 2,727-63
Net worth . . . . . . . . (=)224'19 08818 227-57

Nots: 1. Capital employed represents net fixed assets plus working capital.
2. Net worth represents paid-up capital less intangible assets.
8.9. The net loss during the year 1968-69 was Rs. 638.69 iakhs.

8.10. It is seen that the paid-up share capital of the Corporation is
Rs. 1905.50 lakhs, whereas the total loss incurred by it upto 1968-69
is Rs. 2015.68 lakhs.

8.11. The Committee are deeply concerned at the huge loss suffer-
ed by 'the Corporation since :its birth. -Upto ithe end of 1968-69 the
Company has suffered .losses amounting to ‘Bs. 20.16 creres against
its paid up capital of Rs. 19.06 crores. It will be noted that the loss
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suffered completely wipes out the paid up capital. It has been stat-
ed by the Secretary of the Ministry that the Company would conti-
nue to incur losses in near future. According to him the loss would
be Rs, 30 crores by 1972-73 and the break even point would only be
reached, if the Company produced about 25,000 tons of machinery
and equipment worth Rs. 16 crores per year. This is expected to be
attained by the year 1973-74 provided all the presumptions made turn
out to be reliable and true. The Committee have serious doubts
achieving the target of production of 25,000 tons by 1973-74. They
feel that the operational losses might be much more that what has
been anticipated.

8.12, The Committee have examined “Notes on Important Projects
and Schemes” included in the Demands for Grants of the Ministry
since the year 1966-67 and have noticed that the Government have
justified the huge losses incurred by the Corporation in the following
words:— ‘

“The types of losses suffered by the Company are not unusual
during the initial stages in capital intensive heavy engi-
neering projects of specialised nature, as it takes some
years before batch production of sophisticated machinery
items can be started.”

8.13. The Commiittee is of the opinion that it is better for the Gov-
ernment to give a true and correct picture of the affairs of a project
to the Parliament.

C. Internal Audit

8.14. The Management informed the Audit that there was no
manual outlining the scope and programme of work for internal
audit. The Company was having a small cell, called the Internal
Audit Section. This cell works under the control of Financial Ad-
viser and Chief Accounts Officer and its activities were confined only
to liaison work between Government Audit and the other depart-
ments of the Company.

8.15. The Management, however, informed the Audit (November,
1968) as follows:—

“We have recently recruited one Senior Internal Audit Officer
in the scale of Rs. 700—1150 and he is at present engaged
in devising a manual outlining the scope and programme
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of work for Internal Audit. Hence a beginning has been
made in this direction and it is expected that the system
of Internal control will be very much tightened and pro-
perly directed.”

D. Accounting Manual

8.16. There is no accounting Manual laying down the detailed pro-
cedure for the maintenance and compilation of accounts, the duties
and responsibilities of various officials and the delegation of financial
powers to them.

8.17. The Committee enquired as to what were the reasons for
this lapse and whether any action was being taken in completing the
accounting Manual and the manual of internal audit; and if so, what
was the progress. The Management stated as under:—

“The draft accounting manual has since been prepared and the
manual for Internal Audit is under preparation. Although
no fcrmal accounting and internal Audit manual is in ex-
istence, there are clear cut procedure orders, forms and
organisation charts and allocation of duties and functions
for guidance and proper functioning of Finance and Ac-
counts Division, Officers have also been delegated with
appropriate powers.”

E. Budgetary Control

8.15. The Company prepares Capital and Revenue budgets on the
basis of certain estimates and forecasts. The budget figures are not,
however, compared with the actuals at periodical intervals to ascer-
tain the variations and their causes.

8.19. The Management have, however, stated that the National
Productivity Council had suggested a system of budgetary control.
The recommendations of the N.P.C. were under examination and
that the system would be introduced during the current financial
year. A total sum of Rs. 28,680 has been paid to N.P.C. for their
services.

8.20, The Committee regret that the Corporation did not have any
manual for internal audit and the accounting manual. There also
did not exist proper Budgetary Control. '
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F. Failure to Invest Surplus Funds

8.21. It was noticed by Audit in May, 1968 that the Company had
no system of preparing statement of daily ways and means position
indicating cash balance in hand and probable receipts and payments.
80 as to ascertain the position regarding availability of surplus funds
for the purpose of investment. A review of monthly balances held
by the Company in its current account with the State Bank of India
during the years 1866-67 and 1967-68 indicated that the Company was
having the following minimum monthly balances which could have
been invested in short-term deposits with the bank or in the treasury
bills:—

1966-67 1967-68

Rs. Rs.

April 22,30,649 1,19,42.5¢4
May . 787,946 74,31,4%0
June 20,56,691  33,30,5 55
July . . . 14,714,459  30,01,566
August . . . . 39,15,846  80,77,627
September . 31,86,834  41,75,746
October . . ., . $2,15,786  32,77.C01
November . . 18,54,430 56,88,2¢€8
December N 54,59,486 35, cCE.(C€
January . . . 58,70,339 €822 (e

February . 53,11,782 69,4€,7¢6
March | . . . . . . . . 34,12,108  21,5€.45€

8.22. The failure of the Company to invest the surplus funds re-
sulted in a loss of revenue amounting to Rs. 1.89 lakhs (worked out
on the basis of minimum balance in a quarter which could have been
invested for a period over 91 days).

8.23. The Management informed the Audit (November, 1968) as
follows:—

“In the past Corporation had not developed the system of pre-
paring periodical ways and means statement to ascertain
the position of surplus funds and to invest the same.



93

However, necessary steps have already been taken from
April, 1968 and surplus funds are being invested in Short
Term Deposit regularly. We are also preparing ways and
means statements regularly.”

8.24. The Committee enquired whether the quarterly report of
Financial Adviser dealt with the ways and means position of the
Company, and if so, how the fact of surplus funds was ignored. In
their reply, the Management have admitted that the quarterly report
of F.A. dealt with the ways and means position of the Corporation
and that the information on surplus funds was available from the
quarterly reports. It has been stated that it was, however, not the
practice of the Corporation to invest such funds which were avail-
able only for a very short period.

8.25. The Committee have noted with regret that the Corporation
incurred a loss of revenue amounting to Rs. 189 lakhs in the years
1966-67 and 1967-68 on account of their failure to invest their surplus
funds in short term deposits with a Bank, It is seen that conflicting
statements have been made by the Management with regard to as-
certaining the ways and means position of the Corporation.

8.26. The data given in the Audit Report (Commercial), 1969 clear-
ly indicates that the Company was having surplus funds for months
together. It has now been admitted by the Management that inade-
quate attempts were made in the past to ascertain the position of ex-

pected surplus funds which could have been invested even for a short
period.

8.27. The Committee feel that no surplus funds should be kept un-
invested. They would like the Company to investigate as to why

the funds had not been invested and fix the responsibility for the loss
suffered on that account.



IX
ORGANISATION
A. Managing Director

On the 20th August, 1968, in reply to a question in the Lok Sabha
it was stated that when the present Managing Director of MAMC was
an employee of NCDC certain allegations were made against him
and were enquired into in 1964-65 by the C.B.I. However, the Gov-
ernment found no case against the Officer. He resigned from NCDC
on the 30th April, 1968 on personal grounds and joined MAMC as
Managing Director from the 1st August, 1968,

9.2, During evidence the Committee were informed by the Secre-
tary, Ministry of Steel and Heavy Engineering, that an SPE enquiry
was held in 1964-65 about the allegation that the present Managing
Director of MAMC had constructed a house at Ranchi and had let
it out at an exhorbitant monthly rent to the Sales Manager of Messrs
Continental Machinery Co. The Secretary in reply to a question
stated that he did not have the C.B.I. report but had a letter from
the Department of Mines and Metals, under which NCDC function,
and where the Managing Director was employed.

*3 Subsequently in a wiitten note the Ministry stated:—

“In the year 1964-65, the S.P.E, Patna made a confidential
check of an allegation that Shri Murthy had constructed
a house at Ranchi worth about Rs. 41,000 and had let it out
on an exhorbitant monthly rent of Rs. 500 to the Sales
Manager of M|s. Continental Machinery Co. with whom
Shri Murthy had official dealings. It was alleged that
Shri Murthy had misused his official position to secure
such a high rent for his house. In this connection, the im-
movable property returns of Shri Murthy were also check-
ed by the SPE. The S.P.E, thereafter held that there
was nothing suspicious about the construction of the house
and that there was no basis for holding that the rent charg-
ed for it was exhorbitant. The only point noticed by the
S.P.E. against him was that he had rented his house to the

4



95

representative of a firm with whom he had official deal-
ings at that time. This was brought to the notice of the
Managing Director, N.C.D.C. for such action as they desir-
ed fit.”

9.4. In reply to another question in the Lok Sabha on the 22nd
August, 1969, it was stated that the Central Bureau of Investigation
registered a case on the charge of criminal conspiracy and corruption
against Shri V. B. Murthy, formerly Chief Engineer (E&M), National
Coal Development Corporation, Ranchi (at present Managing Direc-
tor of Mining and Allied Machinery Corporation, Durgapur) and
others. The case was registered on the 24th February, 1969. It was
stated that the investigation was nearing completion.

9.5. The Committee enquired during evidence about the details of
charges of criminal conspiracy and corruption, registered by the C.B.I.
They also enquired whether the investigations had been completed
by the C.B.I. and what action had been taken by Government on that
report. The Committee desired to be furnished with a copy of the
C.B.I. Enquiry Report.

9.6. The Secretary of the Ministry informed the Committee that
the case was registered by the C.B.I. or the Delhi S.P.E. sometime on
the 29th November, 1968. This was about making purchase of spare
parts of some engines for the NCDC against emergent indent at very
exhorbitant rates from the suspect firms namely M|s. Premier Agen-~
cies, Ranchi, and M|s. Enclind of Princep Street, Calcutta, with whom
Shri Murthy was reported to have partnership interest through his
relation. The case was registered by the SPE on the 24th February,
1969. TR ﬂﬂ

9.7. Subsequently in a written reply the Ministry furnished the
following First Information Report of the Special Police Establish-
ment.

“Information was received from reliable source that S|Shri V.
B. K. Murthy, Chief Engineer (E&M) NCDC Rancki, S. B.
Ghoshal, Chief Purchase Officer; NCDC, Ranchi, K. N.
Banerjee, Dy. Financial Adviser, N.C.D.C., Barkakhana in
agreement with each other purchased spare parts of
Cumins Engines from M]|s. Premier Agencies of Ranchi
and M]s. Uklid Kolman of Calcutta at exhorbitant prices
and thereby caused wrongful loss to the N.C.D.C. The
information was verified and it transpired that the afore-
said officers of N.C.D.C. while they were posted as such



during March and April 1968 entered into a criminal con-
spiracy among themselves as well as with the accused.
firms namely Premier Agencies of Ranchi and Uklid Kol-
man of Calcutta and in pursuance of this said conspiracy
accused No. 1 to 4 by manipulation purchased as many as.
10 items of cumins spare parts namely Liner (132830),
Bearing Main Ltd. (BM 28978), Piston/Assij (BM 517207),
Ring set (BM 38700), etc. from accused No. 5 and 6 at ex-
horbitant prices knowing or having reasons to believe that
thess materials were available at other places at lower
prices and thereby, by corrupt and illegal means or by
otherwise abusing their official position as public servants,
obtained pecuniary advantage for M/s. Uklid Kolman and
M/s. Premier Agencies with whom accused No. I is report-
ed to have partnership interest through his relations and/
or for themselves and thus they caused wrongful loss of
about Rs. 42,000 to the N.C.D.C.

The costs aforesaid of the accused persons constitute offences
punishable U|S 120B IPC, r|lw 420 LP.C. and 5(2) of Act
IT of 1947 and this R.C. is therefore registered for investi-
gation.”

9.8. The Committee were informed that the results of the investi-
gation were still awaited.

9.9. During evidence in reply to the Committee’s query as to under
what circumstances Shri Murthy was appointed as Managing Direc-
tor of Mining and Allied Machinery Corporation Limited, Durgapur,
the Ministry have furnished the following information:—

“Barly in 1968, the then Ministry of Industrial Development
and Company Affairs were on the look out for a suitable
successor fo Shri N. K. Sengupta, then Managing Direc-
tors, Mining & Allied Machinery ‘Corporation Limited. Shri
Sengupta had beén functioning as Managing Director of
the Company from the 28th January, 1967. He had a
severe heart attack in October, 1967 and was out of action
for ‘a few months thereafter. Though -he -rejoined duty

" with effect from the 27th Décember, 1087, he-was not able
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to bear the full strain of the job and in view of the numer-
ous problems of the Company it was decided that another
officer should be appointed in his place. In March, 1968
the Bureau of Public Enterprises in the Ministry of Fin-
ance was requested to suggest a panel of names from
amongst those found fit for Schedule C (Rs. 2500—100—
3000) posts in top undertakings (The post of Managing
Directer of M.A.M.C. carried the scale of pay of Rs. 2500—
100—3000). On the 20th March, 1968, the Bureau suggest-
ed the following names for consideration:—

1. Shrei A, Kr'shaan, Chief Eag'nzzr Executive  Noa-Official—Engineer.
B'rd H:llgzrs Group of Cos., Calcutta.

2. S1ri AL X, Guaota, Mimaging Dirsctor & Vice-  Non-Official—General Manager
Chairman Blundell Eorite Paints Ltd.
Bombay.

3. Shri V. B. K. M 1:thv, Chief Eng'nzer (Elec. Public Enterprises.
& Mz:=ch.), National Coal Development
Corpn.

4. Shr1 Mantosh Sondhi, General Manager, I.M.P.
Heavy Vechiclz Factory, Avadi.

5. Maj. Gen. K. K. Bhaadari G.O.C. 101 Defence Services.
Commn Zone Area

6. Shri B. R. Kinra, Meémber-Secretary, Com- Railways.
mittee on Sotes, Bureau of Public Enter-
prises, Ministry of Finance.

As it was considered desirable to explore a wider field of selec-
tion for this important post, the Ministry of Raflways were also
requested to suggest a few names for consideration. They had
suggested the names of a few mechanical engineers who in their
view might be considered ripe for an assignment of this nature.
However, on scrutiny of the confidential reports of these officers,
it was considered that they might not make the grade. The Minis-
try of Railways were therefore requested to suggest a few more:
names including those of experienced Civil Engineers who might
be considered suitable for this assignment. In response they had
sént the character rofls of 4 few officers. After carefuliy scrutinis-
ing the back-ground qualifications, experience and ‘the confidential
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rolls of all the persons, the following officers were considered most
suitable; —

(1) Shri Mantosh Sondhi.
(2) Shri R. K. Ganguli.

However, the Ministry of Defence were not agreeable to relieve
Shri Sondhi from his assignment. Shri Ganguli expressed his in-
ability to take up the assignment. After considering various other
names including the one or two from the private sector, it was
found that no suitable person could be located, who would fit into
the post, except Shri V. B. K. Murthy who had recently resigned
as Chief Engineer of the N.C.D.C. Shri Murthy had extensive back-
ground of mining machinery and equipment. Both the Chairman
and the Managing Director, NCDC who were consulted about Shri
Murthy’s suitability confirmed that his performance during bis
tenure in the N.C.D.C. was sound and creditable. It was under-
stood that Shri Murthy had resigned from the NCDC some months
back purely on personal grounds but was not released by that

organisation till recently.

The approval of the Appointments Committee of the Cabinet
was therefore cbtained to the appointment of Shri V. B. K. Murthy
as Managing Director of Mining and Allied Machinery Corporation
Limited, and Shri Murthy took over as Managing Director on the
afternoon of the 31st July, 1968.”

9.10. The Committee fail to appreciate the circumstances under
which the present Managing Director of MAMC was appointed.
He had earlier resigned from the NCDC on personal grounds, when
certain charges against him had been made and investigated. They
feel that appointment to a top post like this should be viewed from
various angles. The person appointed to such a post, should not
only possess technical and managerial skill but should also be above
board so far his integrity and public dealings are concerned.

(B) Man-power analysis

9.11. The table below indicates the estimated requirement of
personnel for operation and maintenance as recommended in the



99

Detailed Project Report for the plant at 45,000 tons stage of produc-
tion and the actual staff strength as at the end of 1965-66, 1966-67
and 1967-68: —

st Category of Staff Staff s Actual strength
No. per de-

tailed As on As on As on

project 31-3-66 31-3-67 31-3-68

report for

45000

tons

stage
1. Workers P . . . 3,411 2,580 3,345 3,519
2. Engineers and technicians . . 415 840 879 772
3. Office staff, clerks etc. inside the Plant . 242 127 120 111
4. Service Personnel and guards 176 403 541 507
§. Others . e . 1,427 1,455 1,564

45244 5,377+ 6,340 6,473

9.12. It will be seen that, although the Plant achieved only 11
per cent. of the rated capacity till the end of March, 1968, the
strength of the staff actually employed during the past 3 years was
in excess of that provided for the Detailed Project Report for 45,000
tons stage of production.

9.13. The Committee enquired as to how far the present strength
of staff under various categories was in excess of the actual re-
quirement. It has been stated that the staff rendered surplus with
the tapering of construction activities were absorbed in regular
and production shops. The assessment of requirement of staff in
the various departments was in progress and in the process inter-
departmental transfers are being effected.

9.14. Asked what were the reasons for the employment of exces-
sive staff, the Management have stated as follows:—

“Due to tapering of work load in the construction depart-
ments, certain categories of personnel were rendered sur-
plus to the requirements of these departments. While a
number of these staff was absorbed in the production set
up against specific requirements after inservice training,
where necessary, there are yet some excess left over, an
assessment for which is in progress. It may also be
stated that certain re-arrangements in the grouping of
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various sections are being made to provide for diversion:
of staff from sections where surplus are deemed to be
existing to sections where augmentation is necessary.”

9.15. Keeping in view the level of production achieved and the

staff required therefor, the Management was asked to indicate the
incidence of the employment of excessive staff on the profitability
of the Project. In reply it has been stated as follows:—

“Keeping in view the anticipated build up of productions, staft

were brought in position in advance to provide them
sufficient time for training on impofted sophisticated
machine tools and to commission the machines. In the
context of sluggish demand of coal mining equipment, the
optimum utilisation of men and machines has not been
possible. Manufacture of tailor-made items requires more
time on preparation and manufacturing work including
design, technology, tooling, etc. Under such a situation,
there has been an imbalance in the ratio of output and the
quantum of work force which cannot be quantified.
This position, however, would improve substantially
with the recent trend in higher output as seen during
the months of July, 1969 and August, 1969”.

9.16. The Committee have noted with great concern that MAMC

have given employment indiscriminately. They have employed
persons in some categories far in excess thap what is prescribed in
the Detailed Project Report for a production of 45,000 tons per
year, although the capacity utilised is only 9 per cent of the rated
capacity. The former Managing Director in a note to the Ministry .
dated the 25th March, 1967 has commented regarding the employ-
ment of staff and workers as follows:—

AR

“(i) A lot of officers had been taken in but many were either

immature or inexperienced in factory production methods
and they were not pulling their weight,

(ii) Far too many people have recruited and not at all

commensurate with the activity. Many people were
virtually sitting idle. This bed resulted in low producti-
vity, labour trouble and lowering morale generally.”
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917. The Committee regret to note that although the position
was known to the Corporation and the Government as early as
25th March, 1967 no remedial measures were taken to rectify the
situation and bring down the staff strength to the required level
which according to the Managing Director would have improved
efficiency. The excess staff employed has not only meant payment
of excessive wages and salaries but, to quote the words of the for-
mer Managing Director “had resulted in low productivity, labour
trouble and lowering morale generally.”

C. Voluntary Retirement Scheme

9.18. In order to reduce the surplus staff, the Company introduc-
-ed with effect from 3rd July, 1967 a voluntary retirement scheme.
The Scheme was extended to all the employees of the Company.
As a result of free choice, the personnel who would have left the
Company in normal circumstances and in their own interest have
left the Company after taking full advantage of the scheme.
Under the scheme, 11 persons had been retired on a payment of
total compensation of Rs. 48,000. The scheme was withdrawn with

effect from 1st January, 1968.

9.19. In this connection, the F.A.&C.A.O. of the Company made
the following observations in his Financial Review which was plac-
ed before the Board on 6th April, 1968.

“Although the Board approved of this scheme in principle, the
‘manner in which it has been published has raised controversies and
discontentments. In the absence of certain safeguards the uninten-
ded benefits have accrued to the beneficiaries who quitted the Cor-
poration after having better starts in other jobs. In view of the
lacuna which persists in the scheme, the officers who would have
left the Corporation in normal circumstances and in their own
interest and preferring claims and a large sum of Corporation
money may be drained out.

9.20. The Committee have noted with regret that the voluntary
retirement scheme introduced by the Corporation was ont only ill-
conceived but was given effect to in a manner which has proved
detrimental to the interest of the company instead of proving to he
beneficial. The Committee feel that first the Corpoartion ought to
have determined and identified the surplus staff in each category
and then alone such a voluntary retiremcnt scheme ought to have
been introduced.
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(D) Irregular Apponitments

9.21. It was represented to the Committee that Officers with
specialised knowledge and experience are being used in unrelated
fields and are not being properly utilised. The Committee enquired
a8 to the number of such cases detected as a result of any systema-
tic survey and what steps have been taken by the management to
place the right man in the right place. The management have
stated as follows:—

“It is a general policy of the Corpoartion to recruit and de-
ploy officers on the basis of their experiences and specia-
lisation. In some cases, however, officers have been de-
ployed in places not strictly related to their fields of
specialisations in the officials exigencies and in considera-
tion of their performances. With the gradual tapering
of construction load some officers particularly civil engi-
neers have also been absorbed in production organisa-
tions and in departments like Stores, Purchase, Sales
against specific requirement, where it was thought, their
experiences could be utilised. The services of engineers
who have been trained in USSR are being utilised most-
ly in their fields of specialisations. Review of deploy-
ment of officers is taken up from time to time to deter-
mine the placement of personnel commensurate with
their acquirements and adoptabilities and the needs of
the Coropartion, as a result of which further stream-
lining are effected. On an analysis of the posting of the
engineers trained in USSR it has been seen that only
11 out of a total number of 64 engineers have been en-
gaged in allied jobs considering their engineering back-
ground and not strictly on the basis of their training in
USSR.” . ”

9.22. The Committee find that qualified engineers have been plac-
ed in situations where knowledge acquired by them in training is
not being properly utilised. The Committee feel that the Manage-
ment should have made a systematic survey and efforts should have

been made to place the right man in the right place.

(E) Labour Relatiens

9.23. The table below indicates the number of cases involving
“bundhs”, demonstrations, “gheraos,” partial stoppage of work,
bunger strikes etc. during the last four years (year-wise) and the
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total loss sustained by the Corpoartion in terms of produtcion as
a result of such strikes during these years:

1965-66  1966-67 1967-68  196B-69

Bundh , . . . . . 1 4 5

Strike . . . . . . b¢

Gherao , . . . . . .. . I b
Demonstration . . . . . .e . 10 48
Partial stoppage . . . . 1 2 .. 19
Hunger strike . . . . . .. .e 1

Total mandays lost , . . . . 5,880 23,100 24,600 16,310

Production loss . . . . . 17 T. 95 T. 98 T. s7 T.

9.24. It has been stated that a tripartite memorandum of settle-
ment was signed with two registered trade unions in July, 1969.
In terms of this settlement attempts have been made defining pro-
motion policy, channel of promotion and to rationalise the scales of
pay in the lower categories of posts on the basis of possible adjust-
ments which will have to be made with the implementation of’
the Engineering Wage Board Award. Cases of promotion and re-
moval of anomalies in the scales of pay in certain categories of
posts had also been settled by this memorandum. As a package
deal certain amenities were surrendered by workers. The settle-
ment is related to appreciable increase in the level of production.

9.25. A tripartite agreement was signed with one of the register-
ed trade unions in May, 1968 to improve industrial relations in the
context of lock out notice issued by the Corporation following cer-
tain rowdy and unconstitutional demonstrations, threats of assaults,
stoppages of works, gheraos, etc. Another tripartite memorandum
of settlement was signed in July, 1968 with one of the registered
trade unions settling the disputes in relation to certain facilities
granted to the workers in the industrial canteen.

9.26. During evidence, the Managing Director informed the Com-
mittee that industrial relationship in MAMC had improved as a
result of conclusion of the agreement with both the Unions on iden-
tical terms. According to him the Production has shown improve-
ment as a result of improved relations with the employees. As com-
pared to the average monthly production of Rs. 13 lakhs in 1968 in
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the month of July, the production was Rs. 30 lakhs in July, 1969.
The Committee enquired whether according to him the non-
co-operation of the employees has been the only cause of the losses
or there have been other causes also and whether with the im-
provement of management labour relations other causes will also
disappear. The Managing Director replied that the main cause and
the entire thing was resting on the labour problem. The other
problems had not affected.

9.27. The Committee note that the management have taken steps
to solve the basic problem of labour relations. The production in
the Plant cannot improve unless labour do not feel their active par-
ticipation and put their zeal in the work. The Committee recom-
mend that the management should set up a permanent body to keep
@ constant watch on the labour relations in the company.



X
TOWNSHIPS

A. Expenditure on Township

According to estimates approved by the Board in June, 1964, the
expenditure on Township was expected to be Rs. 9.11 crores. Ac-
cording to the latest revised estimates of the Corporation the total
capital outlay of the township comes to Rs. 664 lakhs out of total
capital cost of the Project at Rs. 3760 lakhs, i.e. approx. 17 per cent.

10.2. The total expenditure incurred on township upto 31st
March, 1969 is Rs. 481.08 lakhs. The expenditure incurred on resi-
dential buildings# and non-residential buildings in township works
out to Rs. 363.71 lakhs and Rs. 14.42 lakhs respectively. In addition
to this expenditure incurred on Development of Land, Roads, Elec-

tricity, Water & Sewerage etc. for Township amounts to Rs. 102.95
lakhs.

16:3. An amount of Rs. 29,50,575 has been received from the Gov-
ernment of West Bengal as subsidy.

B. Provision of Accommodation

10.4. Residential accommiodation to various categories of em-
ployees has been provided in the township as below:

Percentage of

‘Employees of different categories accommodation
provided
Employees of different categories drawing pay less than Rs. 110/~ . 17%
Em ployees of different categories drawing pay from Rs.110/- to
399/~ . . . . . . . . . . 60%
Employees drawing pay from Rs. 400 to Rs. 849/- . . 90%
Employees drawing pay from Rs. 850 and above . . . 100%

10.5. In addition, seat accommodation has been provided to about
100 employees as a stop-gap measure, Construction of 240 quarters
of the lowest plinth area (365 sq. ft.) is now in progress. An approach

105



106

has also been made to the Government of West Bengal to get from
them on rent industrial tenaments under the subsidised industrial
housing scheme at Durgapur to provide accommodation to some of
the remaining employees. ’

C. Maintenance Expenditure and Income from Township

10.8. The details of expenditure (excluding depreciation and in-
terest) and Income from Township during the last four years was
as under:.—

(Rupecs in lakhs)
1965-66  1966-67 1967-68  1968-6¢
Expenditure . . . 14°74 20°32 20-61 24°69
Income . . . . . . 8-06 10-93 13-27 15-23

D. Improper Maintenance of Estate Office Records

10.7. The Company is not maintaining proper records for watch-
ing the recoveries of rent from the employees as well as from the
outsiders. It was noticed by Audit that dues and realisation were
not noted regularly in the demand registers, with the result that
proper watch over the recoveries was not being kept.

10.8. The Management informed the Audit (November, 1968) that
“constant efforts are being made to complete demand registers, etc.”
and that “steps have been taken to tighten up the existing system by
introducing mechanised accounting for rent recoveries.”

10.9. The Committee hope that the discrepancies pointed out by
the Audit in regard to the improper maintenance of Estate Office:
records will be removed by the Management.

E. Avoidable Expenditure on the Purchase of Water Meters

10.10. The Management informed the Audit that in February,
1964 the Company decided to recover from its employees occupying
AB, C, D, E and F type quarters charges for water used in excess
of the prescribed free quantity. Accordingly 2099 water meters at
a cost of Rs. 1.39 lakhs were purchased in July, 1965. Out of these,
636 meters were installed at a total cost of Rs. 57,502 upto 9th May,
1967 when the Management decided to abandon the scheme of instal-
lation of water meters and remove the meters already installed orr
the ground that the scheme was uneconomical and difficult to ope-

rate.
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10.11. The Committee were, however, informed that the decision
to instal water meters in the townships of the HEC at Ranchi and
Durgapur (CMMP was then a Project under HEC) was taken by
the HEC in May, 1962.

10.12. The total cost incurred in the installation of meters was
Rs. 60,402. An amount of Rs. 2900 was spent on the removal of 167
meters. It has been stated that so far 186 meters have been re-
moved through departmental labour and that no extra cost was in-
curred on the removal of the remaining 9 meters. As regards the
disposal of these meters it has been stated that efforts were being
made to dispose of these meters through advertisements in the
Press, circulation of specifications of the meters to other Public
Sector Undertakings and Government agencies and through Auction.

10.13. The Committee observe that the Company incurred an
avoidable expenditure of Rs. 1.39 lakhs on the purchase of 2099 water
meters. Out of these only 636 meters were installed at a cost of:
Rs. 60,402 and out of these 636 meters already installed 186 meters
have been removed at a cost of Rs. 2900. The Management has yet
to remove the remaining 450 meters. Because of the abandonment
of the scheme all the 2099 meters are yet to be disposed of.

10.14, The Committee desire that the case regarding the purchase
of meters should be investigated in order to find out the circum-
stances in which meters were purchased without making a detailed
study about their utility. Efforts should be made to dispose of the
meters without any further delay.



X1
CONCLUSION

The detailed examination of Mining and Allied Machinery Cor-
poration reveals that this Plant was set up on the basis of faulty
planing and unrealistic assessments. The Plant was mainly set up
to manufacture mining and coal mining machinery and equipment
and its rated capacity was fixed at 45,000 tonnes. It is alarming to
note that the actual production of the mining equipment and machi-
nery was only 240 tones during 1968-69 i.e. ¥ per cent of the rated
capacity of the Plant. The huge losses suffered by Corporation as a

result of gradually scaling down the built up capacity of the Project
were mainly due the following factors:—

11.2. Firstly the data supplied by the Planning Commission with
regard to the coal raising targets during the Third, Fourth and Fifth
Five Year Plans proved to be totally unrealistic. Subsequently the
coa] targets were considerably lowered and the actual production of
coal was very much below the targets originally fixed with the result
that there was lack of demand of coal mining equipment and machi-
nery in the counrty. As anticipated there was no extensive opening
of the new mines and thus the products to be manufactured by
MAMC could not find market. Secondly, Government did not make
any scientific study regarding the actual requirements of the mining
and coal mining machinery and equipment both with regard to the

total quantity as well as the type of machinery actually needed in
the country.

11.3. In the year 1968 Working Group for the Mining and Drilling
Equipment set up by the Ministry of Industrial Development and
Company Affairs found that the actual requirement of mining equip-
ment during the Fourth Plan period would be only 2820 tonnes where-
as the Soviet Team of experts had earlier placed the requirement at
30,550 tonnes during the Fourth and Fifth Plan periods. Again the
Committee find that “when the plant was nearing completion and
educational production was to commence, it was noticed that the
specifications of the requirement according to the demands of the
customers differed appreciably from those laid down in the Detailed
Project Report” Most of the existing equipment in use in the coal
mines is of the Western design and the coal mines did not have
much experience of the use of the Soviet design equipment. There-
fore, they were reluctant to use the new type of machinery that
was planned to be produced in this project. Thus MAMC was not
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equipped to produce the types of equipment actually needed by the
existing collieries. During evidence it was explained that MAMC
would not get substantial orders during the Fourth Five Year Plan
as a result of the additional raising of 20 million tonnes in coal pro-
duction because 70 per cent of the additional output of coal was from
underground mines and 30 per cent from open cast mines. There
was built-in-capacity in both the types of mines.

11.4. The tragedy of over-assessing the requirement for coal min-
ing machinery about 15 times above the actual requirement and utter
ignorance about the type of equipment actually needed in the coun-
try could have been avoided if the Ministry had thought it wise to get
the assessment made by the foreign experts checked by an Indian
Team. The Committee feel that the Ministry committed a cardinal
blunder in not getting the feasibility and the Detailed Project Reports
properly checked by a well qualified Indian Team. The foreign ex-
perts cannot be blamed for making the faulty assessment as they
were guided by the experience of their own country and had no
knowledge of the conditions obtaining in India.

11.5. The Committee note that the private sector mining industry,
imported machinery worth Rs. 14 crores against the credit given by
the International Bank of Construction and Development. They have
also noted that the National Coal Development Corporation imported
equipment for the development of their new mine at Sudamdih.
The Committee feel that if MAMC was put up in time and if fore-
thought had been given on the type of machinery required, probably
the foreign currency spent on imports would have been saved and

equipment required for the Mining Industry could have been manu-
factured in India.

11.6. The Company imported machinery, equipment and spares
worth about Rs. 37.15 lakhs without making any proper study about
their actual requirement. There was no demand of the machinery
which was imported to serve as a prototype.

11.7. The Committee further note that Government ignored the
vital and important recommendations made by the Parliamentary
Committees. The Estimates Committee (1963-64) expressed their
regret at the revision of the capacity from 30,000 tonnes to 45,000 ton-
nes at so late a stage. The Commitee on Public Undertakings (1967-
68) also suggested review of all cases of revision of capacities of the
projects. The Estimates Committee (1963-64) had also recommended
that “the final estimates of various projects be immediately placed
before Parliament.” They also suggested that the pattern of loan,
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equity parity in respect of the projects under the Heavy Engineering
Corporation should be varied. As regards the delay in the cons-
truction and commissioning of the project the Committee observed
that ‘it is essential for proper planning and exeeution that definite
time schedules of construction and commissioning of projects are
‘prepared as early as possible and adhered to’. Despite Government’s
assurances no concrete efforts were made to implement the recom-
mendations of the Parliamentary Committee.

11.8. The actual production performance of MAMC has been far
from satisfactory. The Company has not been able to do justice to
their annual targets of production fixed by it on: the basis of orders
secured. As against the annual targets of produection fixed at -5,970;
10,000; 16,800 and 10,164 tonne during the years 1965-66, 1966-67,
1867-68 and 1968-69 the Company could produce only 3,988, 4,586,
5.076 and 4,008 tonne respectively. This was mainly because of the
fact that the management particularly the technical management was
not equal to the task and owning to their failure alone, the production
has been so low. For the delays in the execution of orders the com-
pany earned a bad name everywhere. The delay in the executation
of orders acted as an inhibiting factor in getting fresh orders. Pro-
duction programme of some undertakings (e.g. NCDC, Bokaro and
PPCL) was held up due to delay in adhering to the delivery schedule
by the Company. In some cases the Company was forced to pay com-
pensation. The percentage of rejection of the items produced by
MAMC was very high. In some cases it was 100 per cent. Due to lack
of skills and inexperience at the supervisory level and their general
inadequacy to lead the labour force the output by workers was abnor.
mally low. Due to the failure of the Company to introduce the pro-
per system of estimating the company lost heavily both on account
of quoting far below the cost of production and at times below the
market price. The Company throughout these past years was opera-
ting without a proper system of costing and pricing.

11.9. The Committee have noted with great regret that even the
Ministry failed to take remedial measures when they came to know
that the coal raising targets were not coming up to original estimates
and would be much less than what was anticipated in the beginning.
The Ministry did not take any steps to do something drastic about the
project when it was known that the actual requirement of mining
equipment during the Fourth Five Year Plan would be 2820 tons

only.

11.10. The Company proteeded with the diversifieation of produc-
tion without any blue print. The diversified items had been produced
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on the basis of an ud hoc scheme prepared by the MAMC technicians.
The Technical Committee having Managing Director as the Chaijr-
man was supposed to submit the Report in January, 1970 but,the same
has not been furnished to the Committee. Since 1964-65 Government
allowed the diversification scheme to proceed without knowing what
investment will be required to implement it. The study team ap-
pointed by Government held that in the present pattern of produc-
tion the Plant could admit diversification upto 30 per cent only. Thus
the remaining 70 per cent capacity of the Plant will not admit di-
wversificatien.

11.11. The future production programme has been projected on
the assumption that the Company would be sucessful in negotiating
with the USSR for the export of wagons and also that its programme
of manufacturing tractors will materialise about which Government
have failed to take any concrete decision. The Government’s as-
sumption that the Plant will reach break-even stage in the year 1973-
74 when it attains 25,000 tonnes of production valued at Rs. 16 crores
appears to be totally unrealistic.

11.12. The overall picture that emerges out of the study of the
project is highly depressing and it presents a very sad commentary
on the entire way in our planning and the way the projects are being
put up and executed. The entire organisation of the project is in a
bad shape. Upte 31st March, 1969 the Company suffered a loss of
Rs. 29.16 crores, against its equity investment of Rs. 19 crores and
Rs. 33.69 crores loan, totalling an overall investment of Rs. 49
crores. In reply to a question in the Lok Sabha on the 10th March,
1970, the Minister of Steel and Heavy Engineering revealed that
MAMC is losing Rs. 2.20 lakhs every day. The Commitee are con-
vinced that the huge losses suffered by the Corporation are due to
faulty and unrealistic planning, mismanagement and lack of proper
execution of production programme and the absence of even the mini-
mum interest of the Government in the working of this undertaking.
During evidence, the Government could not convince the Committee
that in the coming years the Corporation will be able to show any
hopeful results. There was no blue-print which could carry con-
viction with the Committee that MAMC will be able to become a
commercial viable unit. The assumption that upto the year 1972-73
the Corporation will incure a total loss of Rs. 30 crores and that it
will reach fhe breag-even stage by 1973-74 is totally undependable as
it is not based on any scientific study. The Committee feel that the
Yosses are expected to be much more.
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11.13. In view of above, Committee have come to the conclusion
that it would be wise if this undertaking is wound up to avoid fur-
ther drain on the public exchequer. The Company has alreudy ex-
bausted the paid up capital and is in the process of consuming the

loans and credits taken by it. "‘ﬂ
NeEw DevLHI; M. B. RANA,
Chatrman,
April 20, 1970. Committee on’ Public Undertakings.

Chaitra 30, 1892(S).”



APPENDIX IA
(Para 5-17, page 103 of the Report)
Orders delayed for delivery for more than six months but less than one year.

SL Customer Item Qty. Value
No.
1 N. C. D C. (G) Pontoon Mounted Sand I Rs. 6-30 lakhs
Suda & Sura. Dredger
2 N.C.D.C. . . Direct Haulage, 11-5 KW 1 Rs. 1-15 3
3 FCIL@G) . . Salt Scraper I Rs. 6:59
4 Barbil (Idcol) . Conveyor spares . . Rs, o0-27 3
s B.E.M. (G/L) . Komatsu Tractor com- Rs, 13-28 ”»
ponents
6 RS.P. . . Loading Wheel (Forge 200 Nos.
and Machining)
D.S.P. . . . Top Bottom Forging 8 sets Rs. 1:72 ”»
(C/M)
Do. . . Bush for Inner Link, 50 Nos. Rs. 0-028 ,,
(Min. St. &Maclnmng)
9 G.R.W. . . Ball & Socket Joint (St. 5o sets Rs. 298 ,,
Cast. & M/c.ing)
10 Hindustan Cables . Leading Melting Kettle, Rs. 0-14 2
(St. Casting)
11 R.S.P. . . Spur Wheel (St. Cast & Rs. 0°055 s
'Machining)
12 D.S.P. . . 2nd Motion Shaft (Forg. @6 Nos. Rs. o012 ,,
& Machining)
13 H.CL.. . . RCP type Tyre (Forg., 4 Nos. Rs. 0°027 2

Ht. treatment, M/s.ing)




APPENDIX IB
(Para 5:17, page 100 of the Report)
Orders delayed  for delivery for more than one year but less than two years

Si. Customer Item Qty. Value
‘No.
1 N.C.D.C. (Jharang- Auxiliary Fan 4 Nos. Rs. 0-38 lakhs
dih) (G)
2 ARTC.(P). . Do. . . . 2 Nos. Rs. o0-20
3 KCT.(P) . Do, 3 Nos. Rs. 0-39
4 N.CD.C.(G) . Diesel Loco . rset Rs. 070
s H.E.L. (Khetri (G) Do. . . . 2sets Rs. 1:46
.6 N.C.D.C. (G), Sud. Sand Scraper Installation 4s8ets Rs. 9:12 "
chal, Sura. ,
7 Tatas(P) . . Do, 100KW Haulage 1set Rs. 0:95
only.
8 N.C.D.C. (G) Suda. Pontoon' Mounted Sand Iset Rs. 630
and Sura. Dredger
9 N.C.D.C.(G)Sile . Endless Haulage, 37 KW 2 Nos. Rs. 0:90
10 H.C.L.(G) Khetri . Spares for stage Hoist . Rs. 0:009
11 N.C.D.C.(G) Winder Spares Rs. 007
12 NM.D.C.(G) Do. Rs. 007
13 NLC. (G . . Gear Box . 9 Nos. Rs. 1-55 .
14 BHEL. (& Belt Conveyor . . s Nos. Rs. 2-27 '
1§ N.C.D.C. (Path) (Q) Bci; eC'deoflveym- and Drive 341 Rs. 479
16 P.C.D.C. . Belt Conveyor 6 Nos. Rs. 22:00
17 F.F.P.{C) . Belt Conveyor 9 Nos. Rs. 9-43 .
18 H.M.B.P. . Belt Conveyor 7 Nos. Rs. 875
19 B.H.E.L.(Thermal) Belt Coaveyor . . 3 Nos. Rs. 310
20 H.M.BP. . . Guide Bracket (St. Cast) 316 Nos.
ar H.S.L.(CwP) . Inner Fittings of cone 8 Nos. Rs. o-014

(Mn, St. Casting &
Machining)
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SL. Customer Ttem Qty. Value
“No.
. : Lakhs

22 H.S.L.(CWP). MagneticseparatorDrum 2 Nos. Rs. o-10
(Fab & M/c.ing) N

23 AS.P. C.I. Guide Box (C.I. & 260 Nos. Rs. o041
St. Casting & M/c.ing) .

24 Do. Casting’ for’ Amco Fur- 136 Nos, Rs. 0:05
nace C.I.

25 RS.P. . Tooth Sproket (Cast steel 1200 Nos. Rs. 084
machining)

26 H.S.L./F.P. M.S. Pulley for 24 Belt 8 Nos. Rs. 0-06 s
Conveyor

27 D.S.P. Flange Coupling (St. Cast 102 sets Rs. 0-94 ”»
M/c.ing)

28 D.S.P. . Cutter for charging bar 100 ,, 013 »»
(forging)

29 D.S.P. Runner for striper, chain 24 ,, Rs. 0°33 ”»
(St. Cast & M/c.ing)

30 D.S.P. Half Coupling . 6 , Rs o008 9

31 D.S.P. . " Nozzle Plate (St. Cast) . 30 , Rs. 0°46 '

32 D.S.P. . Nozz;: Trap (St. Cast. soo , Rs. 3-03 »»

S.

33 D.S.P. . Nozzle Trap Seat(do) . 20 ,, Rs. 0-18 »

34 D.S.P. . Gross Travel Wheel 20 , Rs. o021 »

3s D.S.P. . Elbow (Do.). . 18 ,, Rs. 0°26 »

36 D.S.P. . Cast, & M/c.ing Bracket 2 4, Rs, 004 »
for Clamp Plate

37 D.S.P. Clutch Sliding Half, I , Rs. o0-02 »
(Fotg. & M/c.iDg) '

38 D.S.P. . Track Wheel (G.S. & 1000 ,, Rs. 1:00 »
M/C.)

39 D.S.P.. Hammer for Hammer 168 ,, Rs. 0-07 »
Mills, (Mn.St. Cast)

.40 D.S.P. . . Template . . . 2 5 Rs. o008 2

.41 H.EL. Magnet Frame (St. cast) 10 , Rs. 067 »

.42 Jessop & Co. . Machining Frame (I.C.) 2,

43 KEW. Shaft (Forg& M/c) . 4 5 Rs. 027  »

44 T.EWL. . . Teeth Cutting of Gear . 5 » Rs. 031 o
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SL Customer Item Qty. Value
No.
Lakhs

45 FP.C.I. (Nangal) Piston (For M/c.) . 12 Nos. Rs, o-10 .
46 D.P.L.. Gear Goupling for F.D. 2 , Rs. o-00r1 »

Fan (Cast & M/c.) .
47 N.L.C. . Porged SteelBlank (Forg) 8 ,1 Rs. 0-05 »
48 Keymer Bagshawe . Shafts (Forg. & M/c.) . 4 » Rs o020 »
49 UM.L. Lower & Upper Grinding Rs, o-s5

Ring (M/c. & HE, treac. ”

ment)




APPENDIX IC
(Para 5-17, page 100 of the Report)

Orders delayed for Delivery for more than Two years

SL

Customer

Ttem . Value
“No. @y
1 P.P.CL.(G) . Priction Props and Bars . 500 sets Rs. 1-64 lakhs
2 N.C.D.C.(G) (Kar- Do. . . . 400 Rs, 2-00 »
gil)
3 Andrew Yule (P) . Do. . . . 12 Nos, Rs., 0-0$2 »
4 E;Tif.D.C. (G) Sudam- Main Fan . . 2 Nos. Rs. 29-42 »
5 g{hC.D.C. (G) Sudam- Battery Loco . 5 » Rs. 10°00 »
1.
6 N.C.D.C.(G), Suda, Sand Scrap:r Installation 5 5 Rs. 11°40 »
Chal, Sura
7 N.C.D.C.,, Suda & Pontoon Mounted Sand S » Rs. 31°50 "
Sura Dredger
8 Singareni Belt Conveyor 24 9 Rs. 50-40 2
9 H.M.B.P. Bleak Drum (St. Casting) 36 ,
‘10 Do. Bearing Body (Do.) 154 5
11 Do. Half Coupling (Do.) 36
12 Do. Half Coupling (Do.) 164
13 Do. Side Wall (Do.)
14 Do. Forging Spares Sprocket 48 0-44/Ton
(Forging)
1s H.M.B.P. F%rlg)ing spares inter Shast I 0°04/Ton
0.
16 Do. Forging spares Founda- 4 o-117/Ton
tion Bolts
17 B.S.P. Hammer for Hammer 2000 1-60
Crasher (St. Cast &
M/o)
18 R.S.P. Base Plate & Chain Unit 9o
19 AS.P. . Ingot Mould . . 70 0°97

17
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20 DS.P. . Second Motion Pinion, 30 Rs. 0-06 lakhs
(Forge & M/c.)
21 CS.T.C. Lay Shaft (m/c.) . . 300 Rs. 0°61 3
22 HEL.. Axle Cap (St. Cast) . 24 Rs. o-12 »
23 N.N.C.. Track Wheel (Cast & 6o Rs. 0-99 »
M/c) '
24 Jessop & Co. . Steel Casting Rs. 1-84 *as
28 Do. Road Roller (Steel) . 8524 Rs. 1-$3 »
26 Meamco Spur Pinion & 1 Bevel ¢ Rs. 0-08 »
Pinion (Forg, & M/c)
27 Meamco Bevel Wheel & Splined

Shaft (Forg. & M/c) 3




Summary of observations|Recommendations of the Committee on-
Public Undertakings contained in the report

S. Reference ,
No. toparaNo.in Summary of observations|Recommendations-
the Report.
) S 2 3 -
1 2.18 to The Committee find that upto 31st March,.
2.21. 1969, Rs. 35.10 crores have been spent on this

project. They regret that the project esti-
mates have not been approved by the
Ministry in spite of the fact that the Estimates
Committee (1963-64) in their 5Ist Report had
recommended that “the final estimates of va-
rious projects be immediately prepared and
placed before the Parliament”. In November,.
1965, the Ministry in reply to the above recom-
mendation of the Committee stated that “the:
capital costs of the Heavy Engineering Cor--
poration’s projects have been obtained and these
are being examined. A decision is expected to
be taken shortly.”

The Committee take a very serious note that:
the Ministry have shown a scant regard to an:
important recommendation of the Committee
referred to above and have not implemented
the categorical assurance given by them to the
Committee on Public Undertakings. They
would like to re-emphasise and reiterate what
has been stated in the 51st Report that “the
total commitments on such projects should be
prepared as realistically as possible in the be-
ginning and should be available to Govern-
ment and Parliament before a project is approv--
ed.

119
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The Committee regard it highly improper
that Government proceeded with the setting up
of a project of this dimension without a clear
idea as to what the project would ultimately
cost. It is unfair to the Parliament and to the
country to make them commit to a project on
piece-meal basis from year to year without giv-
ing a true and realistic picture of the final cost
of the project. Government presents before the
Parliament the expenditure already incurred
on the Project as fait accompli. The final sanc-
tion and approval of the estimates or its revision
is the responsibility of the Government on the
basis of which the budgeting and incurring of
expenditure should take place. The Committee
feel that it is the Ministry that should blame it-'
self for inefficient management and non-sanc-
tion of the project estimates for the last 10 years.

The Committee feel that it is highly improper
to incur expenditure in excess of the amount
provided for under a particular head and to ad-
just the same according to convenience under
another head. They also deplore the creation of
a new head, i.e. “deferred revenue expenditure”
which, they feel, is one of the back-door method
of increasing the estimated expenditure.

The Committee regret that no definite schedules
of construction and commissioning of the Pro-
ject were drawn up. First, the general indi-
cation was that the Project would be commis-
sioned by the end of 1964, and later the Russian
Team indicated end of 1966 as the period for the
completion of the main units of the Project. In
August, 1969, there were 21 machine tools and
components of the Project still to be completed
and so to say the erection is still in progress.
The completion of the erection has been delay-
ed by nearly five years. The Committee deplore
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3 3.15 to
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the inordinate delay in the completion of the
Project and regret that no heed was paid to the
recommendatjons of the Estimates Committee
contained in their 51st Report (1963-64) wherein
they had stated, “It is essential for proper plan-
ning and execution that definite time schedules
of construction and. commissioning of Project
are prepared as early as posclble and adhered

* Even the Ministry did not show any con-
cern in regard to the delay in 'the construction
and commissioning of the Plant and have failed
to analyse the causes for. the same and fix res-
ponsibility for the various lapses committed by

* those who were mcharge of the execution of

work.

The Committee are unhappy that no provision
was made in.the agreement with the foreign col-
laborators, M|s. Prommashexport, to ensure

_tlmely and an agreed sequence of the supply of

23,363 tons of machinery and equipment which
were to come from the Soviet Union. The main
Contract No. 624/4, dated 30-7-62 has only on om-
nibus stipulation of delivery period as 1960—65.
The Committee feel that the delivery of the
various items and its sequence of shipment
ought to have been explicitly and specifically
provided to enable the Company to draw up an
efficient and orderly sequence of its erection
schedulz and dovetail it with the indigenous sup-
ply and civil construction. In the absence of
such a schedule of shipment from the coliabora-
tors it could not be possible to draw up an erec-
tion schedule of the project.

The Ministry agreed for an extension of the
delivery period %o March, 1967, without care-
fully exardining its financial repercussions on
the cost of the PrOJect and without even ask-
ing the collaborators to make good the loss on
account of delay in the shipment according to

594 (Aii) LS—49.
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the original stipulation. Further, no demand

" on the foreign supplier was made when the

equipments were not supplied even within the
extended period of March, 1967. The Com-
mittee regret to note that the Project cost has
gone up by Rs. 157.47 lakhs plus the escalation
in the cost of indigenous materials.as a result
of delay in the supply of materials and equip-
ment. by collaborator. The delay in the supply
of equipment and material also resulted in
delay in the construction and commissioning of
the Project.

It has been stated that the delay in Com-
missioning of tha project did not materially
effect the production programme of the Corpo-
ration. It has, however, been pointed out by
the Audit [Audit Report (Commercial), 1969,
p. 23] that one of the reasons for the shortfall
in production was “the delay in the erection and
commissioning of machines (originally, all
machine tools should have been erected and
commissioned by July. 1966). As the foreign
supplier failed to supply all the equipment in
time, additional capacity which was expected
to be established did uot materialise”.

The Committee feel that no serious effort
has been made by the Management|Ministry to
assess the actual loss suffered by MAMC as a
result of delay in the construction and com-
missioning of the Project. The Committee are
of the opinion that the question of extending
the delivery schedule deserves to be enquired
into by Government.

The Committee feel that a penalty clause,

-which is a usual feature of an agreement of

supplies, to ensure timely delivery, ought to-

-have been provided in agreement of this nature.

The Committee regret that “at no stage, the
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question of incorporation of the penalty clause
was considered by the Government” and put
to the callaborators.

Owing to the non-existence of the penalty
clause in the agreement with the USSR the
question of extra expenditure incurred on the
project as a result of delay in the supply of
equipment and materials could not be taken
up with the suppliers. The Committee feel
that the delay in the supply of vital equipment
should not have been condoned so easily but
should have been viewed seriously-

The Committee recommend that the
question of providing a penalty clause in all
such agreements needs to be examined with a
view to bind the supplier to an agreed schedule.

The Committee are of the opinion that the
agreement regarding the sequence of delivery of
equipment and machinery should form-a part
and parcel of the contract regarding the supply
of such machinery. In this case, the collabo-
rators were informed about the sequence of
supply of machinery and equipment orally at
meetings held with them, which have no legal
binding. The Committee regret that no Minu-
tes of the meetings with the representatives of

-the supplier regarding the sequence of delivery

of plant and machinery were kept.

It is surprising that the vital communica-
tions relating to sequence of delivery of plant
and equipment are not available. In their
absence- how the Corporation has been ab'e to
verify that a particular equipment has been
received according to laid down schedule, is
beyond anyone’s comprehension. The Com-
mittee feel that the loss of such an important

- commuriications should be-investigated by the
Ministry followed by- fixation of responsibility-
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The Committee are surprised to note that the
dgreement for the supply of equipment and ma-

terial contaified & clause #ccording to which full
amount of Rs. 10,33,24,977 had to be paid even
if the actual net weight of the equipment and
material fell short of the total net weight of
23,363 fons specified in the agreement. The
Government was forced to make the full and
final payment although about 8 per cent of
the contracted quantity still remained to be
supplied.

The Committee have further noted that 42 -
items, mostly representing electrical and instru-

.mentation accessories, are yet to be received.

They regret that payment of Rs. 1.42 crores for
the equipment and material was made by the
Government to the collaborators in May, 1967,
whereas the joint examination was undertaken
in September, 1967. Governthent should have
taken up the matter with the Soviet authorities
much before the agreed date of payment parti-
cularly when they were aware of the basic flaw
in the agreement.

The Commiittee recommend that the circum-
stances in which such a clause was inserted in
the agreement should be investigated so as to
avoid such serious lapses in the future.

The Committee regret to note that the
matter has been allowed to linger for years
and no %ettlement has been reached so far.
They recommend that the matter should be
finalised without any further delay.

The Cominittee do not agree with the ex-
planation of the Government that the desir-
dbility of weight toferance clause was not felt
as the ¢ontract whs for the supply of plant and

-efjuipiment as pér specifications detailed in an
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annexure. to the copjract. They feel that had
the terms of the contract been clear there
would not have heen an ogcasion for the dis-
pute regardxng the shortage of equipment and
material by the cqllabopatqrs in terms of ton-
nage. The Committee recommend that the
need for provision of such a clause should be
brought to the notice of all public sector under-

takings and administrative Ministries for future
guidance.

The Committee understand that the need for
uniformity in contracts executed by the various
project authorities has been felt for some time

and the Ministry of Finance have been trying

to frame a model contract for adoption by all
concerned parties. They feel that such a model
contract ghould be framed taking into account
the lapses already noticed in different foreign
contracts. The Committee feel that such model
contract should also be examined and vetted

by ‘the Ministry of Law, which should have

proper cell fo examine and approve such con-
tracts.

The Committee regret to note that conflicting
statements have been made in regard to the
targets of coal production in the country during
the Fourth Five Year Plan.

At one place it has been stated that the
capacity of the Project was revised from 30,000
tonnes to 45,000 tonnes on the basis of the coal
targets having been fixed at 136 M. Tonnes dur-
ing the Fourth Five Year Plan. Subsequently,
however, it has been stated that the coal targets
for the Fourth Five Year Plan were fixed at
200 M. Tonnes. In the absence of the actual
data it is difficult to say how far the revision

of the eapacity was justified.
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The Mxmstry, on the basis of the first esti-
mates that is 60 M. Tonnes in 1960 and 100 M.
Tonnes by 1965 got a Project Report prepared
by the Team of Soviet experts and on that
basis the annpal requirements for the mining
machinery were placed at 30,000 tonnes per
annum. This feasibility report for the produc-
tion of 30,000 tonnes per annum of mining
machinery as given by the Soviet Team was
accepted by the Government on the 14th De-
cember, 1957 and Government placed the final
orders on the Soviet organisation to prepare
the Detailed Project Report for a capacity of
30,000 tonnes. This Detailed Project Report
was received by the Government on 23rd April,
1950 and the contract for the supply of machi-
nery and equipment was signed on 12th March,
1980. In April, 1960 i.e, just after about one
month after signing the contract Government
thought it wise to accept the revised targets
for coal production of 136 M. Tonnes and 180
to 200 M. Tonnes for the Fourth and Fifth Five
Year Plans. Accordingly, they signed a con-
tract for the revised project report and working
drawings for 45,000 tonnes capacity on 12th
December, 1960. The contract for machinery
and equipment for the 45,000 tonnes capacity
was signed on the 30th July, 1962,

Thus the previous project report and the,
contract signed on' 12th March, 1960 became re-
dundant and all efforts made on that became
infructuous and as a consequence the whole
project report and its implementatio~ was
delayed. The delay in the construction and
commissioning of the Project also resulted in
the increase in the cost of the Project. This
was adversely commented upon by the Esti-
mates Committee in their Slst Report (1963-64)
wherein they have strongly criticised this revi--

sion of the contract at so late a stage. '
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The Committee regret to note that the
Ministry failed to profit by the criticism and
the advice of the Estimates Committee con-
tained in their 51st Report. On the other hand
they have justified their action and have not
cared to examine the appropriateness of the
revision of the capacity in the light of the re-
commendation of the Parliamentary Commit-
tee. It has now been proved that the assess-
ment of Government that no delay would occur
as a result of the revision has been proved
wrong. The Committee strongly feel that if
Government had implemented the recommen-
dations of the Estimates Committee and re-
viewed the rated capacity of this project, it
would have been rescued from meeting such a
fate. The Committee regret that the Ministry
failed to implement the repeated recommenda-
tions of the Parliamentary Financial Com-
mittees.

The rated capacity for this Project was
related to the development of the coal capacit-
ies in the Fourth and Fifth Five Year Plans.
The coal raising targets have unfortunately
proved to be wrong and that is one of the pri-
mary reasons why this project kas come to this
sad plight. The Committee were told that one
of the objectives for putting up MAMC was to
manufacture mining equipment particularly for
opening up new mines which was to take place
under NCDC. Since the.target of coal produc-
tion was drastically revised, NCDC did not go
in so extensively for opening up new mines and
as a result the products manufactured by NAMC
could not find a market.

What surprises the Committee most is that
the Ministry failed to take rremedial measures
the moment they came to know that the coal

, raising targets’are not coming up to original

estimation and would be much less than wh"at.
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whs antidipated in ‘e béfinning. The Com-

_tiftee ‘feél that if ‘the Ministry were alert they
‘wotild héve taken rémedial ‘nieasures in time

to revise the rated capacity or take up diversi-
fication schemes much earlier than what they
‘have done.

The Committee express their deep concern
over the huge losses sufféred by the Corporation
#s a result of gradudlly séaling down the built-
up capacity and non-attainment of that capacity
of ‘production. 'The bufit-ip rate was scaled
down because of lack of demand of the coal
‘tnining ‘eq'uf{:mem for which the plant was
mamly sét up and also becduse the ‘specification
of ‘the requirément ‘according tq the demands
of the customérs differed appreciably from
those laid down in the 'Detatled Project Report.’

The Committee note with great regret that
the Ministry decided to go ahead with this pro-
ject only on the basis of the feasibility and the

-Detailed Project Reports made by the foreign
‘experts without having- them -examined by the

Team of Indian experts. It was left to the fo-
reign experts to suggest as to what would be
the annual requirements for mining machinery
for mechanisation . and replacements of the ex-
isting machinery in use in the collieries by 1975-
80. '

It has come to evidence that the mechanisa-
tion to the extent envisaged in the Soviet Team
assessment would -never come about. The re-
placement of the labour in- the mining industry
by highly mechanising the mines may not
also” be conducive ‘Hom the employment angle.

“Therefore, it appears “that the whole assessment

of the ‘annual ‘requirerfient of the main mining
machinery either at 30,000 tormes or 45,000 tonnes

"has proved to be grossty erroneous.
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It .was only-in the gyear 1968 that the work-
ing -group : for -mining :and .drilling equipment,
set .yp by the Minmistry ‘of -Industrial Develop-
ment and Company -Affairs assessed that the re-
quirement .of -mining -eguipment during the
Fourth .Plan period :would -be only 2820 tonnes.
The Committee feel that this tragedy of over-
assessing the requirement for coal mining ma-
chinery about 15 times the actual requirement
-could have been avoidel if the Ministry had
‘thought it wise to get the assessment made by
‘the foreign experts checked up by an Indian
Team.

The ‘Committee further deprecate that the
‘Ministry ‘were not even woken up in the year
1968 ‘to:do something drastic about this project
after the findings of the Working Group were:
known.-

The Committee have further noted that most
of the existing equipment in use in the coal
mines is of the Western design and that they
had not much experience of the use of the So-
viet design equipments. Therefore, they were
reluctant to use the new type of machinery that
was planned to be produced in this Project.
About 20 per eent capacity of the Plant was
meant for the manufacture of a particular type
-of -‘belt conveyors of the weight of 17.42 tonnes
for which there was no 'demand in the country.
Therefore, MAMC had:to design new types of
-belt conveyors with different sizes and weight
which are in use in this country.
Because, these new types of convey-
ors were widely different from the specifi-
cations of the standard conveyors in the DPR.
MAMC had to put in a lot of effort in the tech-
nical preparations before the required types of
conveyor belts could be produced. Again the
Company had to produce long-wall cum-short-
wall coal cutting machines of U.K. design which
were in actual use in this country but MAMC
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was not equipped to produce the same. Thus

~on one hand coal industry was starved of these
-equipments|spares and on the other hand MAMC,
“which was meant primarily to meet the needs

of the collieries, was not in a position to supply
the required equipment and spares.

As some of the machinery to be produced by

this project can never be used for replacement

purposes the Company is negotiating with the
Western countries to produce equipment and
spares required by the collieries in India.

The Committee feel that what MAMC is doing
now at this late stage, to get the designs of the
manufacture of such equipments from the West-
ern countries, ought to have been done well in
time either in late 50,5 or early 60,s. The com-
mittee, therefore, conclude that this project has
come to this grief only because of lack of proper
forethought and planning at the early stages.

The Committee note that on 8th August,
1961 Government entered into an agreement
with International Bank of Construction and
Development for a loan of Rs. 16.67 crores to
meet the foreign exchange requirement for the
import of machinery for the private sector coal
industry. The private sector has imported ma-
chinery worth Rs. 14 crores against this credit.
The Committee have also noted that the National
Coal Development Corporation imported coal
mining equipment from Poland for the develop-
ment of their new mine at Sudamdih, the con-
tract for which was signed on 7.5.1960. Further
NCDC imported major portion of their equip-
ment for their Washery Project as MAMC was
not in a position to meet the delivery schedule.

The Committee feel that if MAMC was put
up in time and if forethought had been given
on the type of machinery required, probably the
foreign currency spent on imports would have
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_"been csaved and equipment required for the

Mining Industry could have been manufactured
in India.

As against the rated capacity of 45,000 tonnes,
the actual production of the mining and the
coal minjng machinery and equipment in MAMC
has been:

1600 tonnes in 1965-66
3000 tonnes in 1966-67
650 tonnes in 1967-68 and
340 tonnes in 1968-69.

It is clear that MAMC is not producing the
mining machinery and equipment for which this
project was primarily established on an invest-
ment of Rs. 50 crores. Because of the slacken-
ing of demand of mining equipment, MAMC had
to resort to diversification. The Committee re-
gret to note that the Management proceeded
with the diversification of preduction in the Plant
without any blue-print. The future production
programme has again been projected on the as-
sumption that the Company would be success-
ful in negotiating with the USSR for the export
of wagons and also that its programme of manu-
facturing tractors will materialise about which
Government have failed to take any concrete

decision.

The Committee feel that MAMC has so far
failed to produce a comprehensive and convinc-
ing scheme for diversification of its production.
The diversified items have been produced on
‘the basis of an ad hoc scheme which was pre-
pared by the MAMC technicians themselves.
It is hard for the Committee to place any re-

liance or creditability for such diversifieation
‘schemes prepared by thp Company The Com-
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mittee wanted to have the Report of diversifica-
tion séheme for which a technical ccmmittee had
been appointed. Although during evidence the
Managing Director promised that the Report
would be available in January, 1970, it has not
been furnished to the Committee. Therefore,
the Committee cannot place any reliance upon
this diversification scheme. The Committee feel
that Ministry should have appointed a well qua-
lified team of consultants in order to make a
correct assessment as to how best the idle capa-
city could be utilised in 8 commercial viable way.
This ought to have been done at a very early
stage when the Ministry came to know that the
coal targets had been drastically revised and

‘that the equipment and machinery for which the

plant was designed were not having ready
market.

Government have alreadv put in nearly Rs.
50 crores and they are again going ahead with
a diversification scheme without properly as-
sessing and approving the estimates for the same.
They have allowed the diversification scheme to
proceed without knowing what investment will
be required to implement it properly. The eco-
nomics of such a scheme have not been worked
out. In such a situation, the Committee are
unable to endorse the views of Government for
making any further investment.

It has been stated bythestudy team appoint-
ed by Government thit inithe present pattern
of production the plant could admit diversifica-
tion upto 30 percent only. Thus the remaining
70 per cent of the plant capacity will not admit
any diversification. ‘The Ministry have, there-
foreé, to examine after proper technical study
whether only 30 per cent of the plant which can
admit diversification could bear the overheads
for the entire plant and could make this plant a
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commercially viable unit. This has to be exa-
mined because the demand of goal mining ma-

chinery and equipment is not more than 3000

tons during the 4th Five ¥ear Plan. The other
factor that must also be kept in view is that the
diversification of productiom does not lead or
cause any idle capacity somewhere else, either
in the private or public sector. If it does, it
will injure the national economy and create em-
ployment problems somewhere also.

The. Committee were informed that till 1972-
73, there will be anether loss of Rs.10 crores
provided the production came up according to
the anticipated scheme of things.. The Commi-
ttee are convinced that the way things are pro-
‘ceeding, MAMC will never be able to produce
25,000 tonnes at which point break even is ex-
pected to be achieved because the factors on
which these assumptions have been made are
quite unpredictable. The Committee, therefore,
feel that the loss in the years to come may be
much more than Rs. 10 crores upto 1972-73. It
is difficult to forecast what could be the loss in
the absence of any properly drawn up feasibility
report and the lack of inbuilt flexibility for di-
versification in this Plant.

The Committee deplore the indecisive atti-
tude of Government and the abnormal delay in
coming to a final decision with regard to the
manufacture of 20 HP Tractors. Diversification
programme and the question of utilisation of
idle capacity in two big Public Sector Under-
takings—HMT and MAMC has been held up for
a pretty long time. Both these Undertakings are
anxiously awaiting the approval of Govern-
‘ment with regard to the scheme of manufactur-
ing of tractors but the Gaovernment have shown
utter callousness and carelessness in dealing
with ‘this most urgent problem.




I

14

15

2

4.92

5.18 to
5.15

134

3

The Committee regret to note that the Ma-
nagement has done nothing substantial to ex-
plore the possibilities of export despite the fact
that enormous capacity of the Plant remains.
unutilised. The Government should have at least
made efforts to export such coal mining equip-
ment and machinery as were within the manu-
facturing capability of MAMC but which were
not needed in the country owing to the slump
in coal production. The Committee feel that
there should not have been any slackening of
effort in the direction of finding possibilities of
exports to UAR, USSR and other countries.

The Committee are distressed to note the
poor production performance of MAMC. The
Company have not been able to do justice to the
annual targets of production fixed by it on the
basis of orders secured by the Company. The
percentage of shortfall in “production to the
annual targets is as follows: —

1965-66—33.2%
1966-67—54.1%
1967-68—69.80
1968-69—60.0%

In the foregoing paragraphs the Company/
Ministry have given detailel reasons for the
shortfall in production and it is apparent that
the primary factor which was responsible for
the shortfall was that the management parti-
cularly the technical management was not equal
to the task and owing to their failure alone the
production had been so low.

In their anxiety to load MAMC with substan-
tial order the Ministry obtained a decision from
the Cabinet that “other public sector Under-
takings should be direéted to obtain such of their
requiréments as were within the manufactur-
ing capacity of MAMC from that Company
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without calling for open tenders”. This has re-
sulted in abnormal delays in executing the pro-
gramme of work of public undertakings which
had placed orders on MAMC. To give work to-
MAMC without calling an open tender is also-
fraught with danger because in that way Gov-
ernment will be saddling other public under-
takings to foot the bill of inefficiency and in-
experience of MAMC which will amount to
veiled subsidy of MAMC. The Committee feel
that if a subsidy was to be given to MAMC it
should have been a direct subsidy from the:
Government so that the Parliament would have
known it and sanctioned such grants instead of
encumbering other - developing and efficient
public undertakings.

The Committee are unhappy to note that the
delay in execution of orders has acted as an
inhibiting factor in getting fresh orders from
customers. Production programme of some-
undertakings (e.g. NCDC, Bokaro, PPCL) was
held up, due to delay in adhering to the delivery
schedule by the Company. The Committee are
convinced that MAMC had booked orders on a
doubtful time schedule when it was fully cons--
cious of the fact that most of the items did not
conform to MAMC’s production pattern. In a
few cases the claims for compensation have been
lodged against Company for its failure to exe-:
cute the orders in time. A few orders had to
be cancelled due to non-adherence of the ori-
ginal or even the revised schedules.

The Committee ar> unhappy over the se-
rious delay in the execution of orders parti-
cularly in view of the fact that only small per-
centage of the rated capacity of the Plant was
utilised -and production. was undertaken on the-
basis of the orders -ecured by the company. For
the delays in the execution of order the Com-
pany ‘earned a bad name everywhere.
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It is all the more distressing to note that no
remedial measures have been taken since 1965-66
although the previous Managing Director and the
Commercial Manager have brought these facts
to the notice of the Government. The Committee
feel that MAMC could have secured far more
orders to load it with work, if the management
of this undertaking had been improved so that
it could meet the promised delivery schedules.
The Committee feel that no such improvement
was brought about during the last five years nor
there is any prospect that improvements would
he effected in the near future.

The Commitiee are perturbed to find such a
high percentage of rejections (in certain items
rejection was 100 per cent). They regret that no
norms for rejections have so far beenm-laid down
by the Undertaking nor Government took any
interest to study this problem with a view to
taking remedial actien.

The Committee regret that MAMC signed an
agreement with the Polish firm for the pre-
paration of a DRP for the Sudamdih Washery
without first obtaining fromm commitment from
the NCDC and that it took the Management
more than 1§ years to prefer claim against the
former. The Committee feel that undertaking of
work without firm orders was a serious lapse on
the part of concerned officers. As a result of this
lapse the company has suffered a loss of
Rs. 3,78,563 for which mow they have raised a
claim against NCDC.

The Committee find that the issue regarding
this dlaim has not been settled so far. They feel
that Gevernment should intervene and settle the
-ease without any further delay.



I 2
19 5.58
5.59
20 5.68
5.69

The Committee feel that if Government|
Company feit that the production norms laid
down in the DPR were not susceptible for adop-
tion to Indian conditions owing to their being
framed by the foreign experts, the Government
should have represented this fact to the experts
in time. In the event of their inability to agree,
the Government/Company should have made
their own asses:ment. Owing to this negligence
on the part of the Government an erroneous im-
pression about the production norms has come
to stay.

The Committee also understand that abnor-
mally low output by workers was due to ‘lack of
skills and expcrience in the labour force and in-
experience at the supervisory level and their
general inadequacy to lead the labour force.’ The
Committee are of the opinion that both these
causes could be remedied had the Government
taken due care at the appropriate time—a lapse
for which they do not deserve to be excused.

It is seen that the Management paid Rs. 30,000
to M's. Ibcons in 1965 for recommending an
incentive scheme. But after receipt of their re-
port it was felt by the Management that the intre-
duction of such a scheme would not be helpful
to improve the overa’l producticity of the Plant.
Thus the money spent on the report became more
ar less infructuous. Thereafter the Managemen*
introduced in 1987 another interim incentive
scheme without determining the minimum pro-
duction level for the purpose of eligibility to
honus.

According to the productivity analysis con-
ducted by M!s. Tbeens, the productivity index

was as low as 15 percent in one of the sections
and never exceeded 22 percent in other sections

_of the shops. The Committee are of the opinion
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that it was hlghly improper on the part ol tﬁe
‘management to link the payment of incentive to
‘a low level of productivity achieved prior to in-

troduction of incentive bonus scheme without de-

" fining - the “minimum ‘output to be given by a

worker. Having- once introduced an ad hoc

- incentive scheme on the basis of a low level of
- productivity it is very difficult to introduce any

incentive scheme setting higher norms of pro-
duetion. The Committee feél that the incentive

- scheme shculd have: been based on a scientific

detailed study.

... The Committee regret to note that the cost
of production .of .machinery and equipment

manufactured by MAMC is: ' more than their sell-

ing price, The three cases-cited in the foregoing
pages clearly demonstrate that throughout the

- past years the comppny did not observe any
fixed pricing policy with . the result that the
.....company had to suffer a huge loss. The revi-

sion. of the price later- cn does not give any
credit to the Company for it creates a very bad
impression iti- the minds of custnmé‘ré The ‘Te-
covery of the excess amount also'’dreates nu-
merous complications.

The Committee regret to note that because
of the defective estxmlates the company has lost
heavily both on account of quotmg far below the

: cost of production and at, times below the market
“'price. Tt appears they are operating in a blind

alley as they have no system of estimating. The
‘Committee feel that the ‘chses where the prices
were’ quoted - bé'ow the market price deserve
thorough inve-tigation“¥fi‘brder to find out the

- deficiencies in the sysiem of estimating and
, vmh a.view fo ﬁx respansibility.

The: Cornmittee fecommend that all the items

. of stares should be thorcughly verified in a year
80 that asséssment:ef-surfplus stores could be

made within a reasonable time. They regret to
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note that the stocks of stores and spares are
very high and these have bcen increasing year to
year. The stock at the end of the years 1967-
68 and 1968-69 represented 28 months’ and 44
months consumption requirement which was
abnormally high,

The Committee are unhappy to note that des-
pite the recommendations of the Estimates Com-
mittee in 1963-64 no effort has been made by the
Corpcration to streamline its purchase and pro-
curement procedurss for the reduction of inven-
tories. The Committee are compelled to observe
that the management has not treated the recom-
mendations of the Estimates Committee with
the attention they deserve. The deficiencies
pointed out by the Company’s Auditors clearly
indicate that inventorv econtrol has not received
the due attention of the management.

The Committee reiterate the reccmmenda-
tions of the Estimates Committee and stress that
some set procedure should be laid down regard-
ing procurement of material to prevent the in-
ventory from exceeding its prescribed norms.

The Committee regret to note that before
placing the orders for spares the management
did not make any proper study of the actual re-
quirement. Orders for electrical items and bear-
ings were deleted as they were found to be ~ither
indigenously available or were not required. The
Committee reccmmend that the Management
should investigate the circumstances under which
orders for the different items, which were not
required, were placed. Responsibility should be
fixed for not making a proper study of the rctual
requirements before placing the orders.

The Committee are -urprised to note the un-
usual terms contained in item 26 cf the minutes
of discussion wherein it is stated that the colla-
borator can start the manufacture of spares and

e e e i =
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equipment before :igning the contract for their
supply. As a consequence of which MAMC has
been saddled with unwanted spares and stores
valued at R:. 1443 lakhs, The Committee
strongly urge that the implications for such an
extraordinary provision be re-examined to avoid
difficulties in future.

The Committee are sorry to note that the
Management have laid the blame on the Minis-
try for taking undue time in granting the ne-
cessary import licence and the Ministry have in
turn blamed the Management for the late sub-
mission of application for the licence. The delay
in taking delivery has resulted in the wharfage
charges amounting to Rs. 70,000. The Ccmmittee
would like the cause of delay to be investigated
and responsibility fixed.

They also fail to understand as to why the
question of recovering demurrage charges from
the foreign supplier was nct taken up, when the
material was shipped by them in the absence of
any agreement.

The Committee regret to note that the proto-
type of the OMKT Mechanised Coal Minning
System worth Rs. 16,37,431.60 was ordered with-
out assessing the actual demand of such machines
in the country. Even when it had come to notice
there was no demand, no step was taken to
cancel the order, The Committee feel that the
collaborators should have been approached for
cancellation of the order the moment it was
known that the machines were no longer
needed even as a Prototype. This is an example
how careless the company has been in dealing
with public money entrusted to its care.

The Committee feel that before importing
any prototypes it should have been ensured that
such machines were suitable for the industry in
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this country and that there was sufficient demand
for the same. In this case Coal Cutters and
Loaders were purchased as prototypes for Rs.
5.32 lakhs for which there was no demand in
the country. The Committee recommend that
such a serious lapse should be enquired into and
responsibility fixed.

The Committee regret that the Coal Cutter
Machine having been purchased in 1965, the
question of import of gate-end-boxes for the
machines was taken up with the DGTD in April,
1969 i.e. after a lapse of 4 years. The Committee
fail to appreciate the reasons put forward by
the management for such an abnormal delay. It
should not have taken 4 years for the manage-
ment to know whether or not such gate-end
boxes could be manufactured in India. The
Committee feel that it is a fit case for investiga-
tion and fixation of responsibility.

This is another case where orders worth
Rs. 17 lakhs were placed without assessing the
requirement and this amount has become a dead
loss. The Committee are surprised that the coal
plough imported was suitable for operation on
660 volts supply although it is well known that
collieries in India either use 5001550 or 400|440
volt supply. This is another example of negli-
gent way of placing orders.

The Committee are disappointed to find that
during the financial year 1968-69 the total stores
declared surplus amounted to Rs. 55 lakhs out of
which stcres worth Rs. 35.37 lakhs were disposed
of, in the process of which a net loss of Rs. 1.29
lakhs was suffered. Further as on 31.3.69 sur-
plus stores worth Rs. 20 lakhs-Rs. 6 lakhs of
eonstruction stores and Rs- 14 lakhs of raw ma-
terial and spares, were lying with the Company
As pointed out by the Company auditors the dis-
posal of Surplus Stores was not done timely and
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,f'requxred 1mprovement .The. Committee recom-
mend that immediate review of surplus stores
» ‘should be carried out followed oy periodical re-

views and the surplus stock should be disposed
oﬁ ;

The Cnmmlttee regret to note that the Com-

pany have incurred huge losses in the disposal
~of surplus stores. They are rather intrigued to
;ﬁnd that even materials like G.1. pipe which are
in shmt suply in the country have been disposed
'of at a Ioss of Rs, 1 16 lakhs

The Cummntee feel !hat as soon as such

- gross .irregularities. came. to the notice of

the management, deparimental enquiry should
have been instituted and suitable action taken

-against .corrupt officials.

~ The Committee recommend that responsibility
should be fixed in the above twn cases without
any further delay.*

The Committee regret that the manufacture
of certain items was taken up without simul-
taneous!y making arrangement for the procure-
ment of components required for the comple-
tion of those items . They hope immediate
efforts would be made to clear the accumulated
semi-finished products.

*At the time of factual verification, the Ministry
gave the following information:—

“The Company has intimated that it checked
up with the Central Bureau of Investigation and
was informed that the departmental enquiries
could be started after the C.B.I. had completed
its own preliminary enquiries.”
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7.70 The Committee Lave noted with great concern
© 771 that beiween 1965-65 and 1968-69 there were 138
_cases of thert which were reported to the police
involving theft of the value of Rs. 278,761
; Against this lo s, property worth Rs. 71,955 was

recovered and the loss of Rs. 1,49,119 had to be
written off. Those were the cases which were
reported to the Police. The Committee are afraid
that there may be more cases of theft which
have not been detected.

The Commiitee regref to note that there had
been so many cases of theit in the Corporation.
., That shows that the Compam had not ensured
proper secunt\ measuie . to safeguard its pro-
perty. There were unl\, 12 cases where depart-
mental engquiries were held in which employ zes
'w‘crc involved, The ¢ Committee feel that in all
the cases of thelt there ought to have been de-
partnizatal investigations/and stern action sho:ld
have been taken against those who were found
guilty and who were held responsible for de-
re’iction of duty.

8.6 - - The Committee find that the proposal regarding

8.7 - the organisation of the capital structure of NAMC
is pending with Government since its inception.
The reasons advanced for delay in the reorgani-
sation of the capital structure are far from con-
vincing and cast a sad reflection on the manner
in which important financial matters are being
dealt with by the Ministry.

"The Committee ‘consider that the debts of the
"‘Comp‘any are -cn the high side. Normally the
“total debts should not exceed the amonut of paid
up capital.” While expressing -deep disappoint-
ment at the attitude of the Mini-try, the Com-
mittee .urge that Government shculd examine
-the financial matters and finalise the capital
structure without. any. further loss of time.
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The Committee are deeply concerned at the
huge loss suffered by the Corporation since its
birth. Upto the end of 168-69 the Company has
suffered losses amounting to Rs. 20.16 crores
against its paid up capital of Rs. 196 crores.
It will be noted that the loss suffered complete-
ly wipes out the paid up capital. It has beeu
‘tated by the Secretary of the Ministry that the
Company would continue to incur losses in the
near future.

According to him the loss would be Rs. 30
crores by 1972-73 and the break even point
would only be reached if the Company produced
about 25,000 tons of machinery and equipment
worth Rs. 16 crores per year. This is expected
to be attained by the year 1973-74 provided all
the presumptions made turn out to be reliable
and true. The Committee have serious doubts
about achieving the target of production of
25,000 tons by 1973-74. They feel that the
operational losses might be much more than
what has been stipulated.

The Committee have examined “Notes on
Important Projects and Schemes” included in
the Demands for Grants of the Ministry since
the ycar 1966-67 and have noticed that the Gov-
ernment justified the huge losses incurred by
the Corporation in the following words:—

“The types of losses suffered by the
Company are not unusual during the initial
¢tages in capital intensive heavy engineer-
ing projects of specialised nature, as it takes
some years before batch production of so-
phisticated machinery items can be started.”

The Committee is of the opinion that it is
better for the Government to give a true and
correct picture of the affairs of a project to the
Parliament.
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The Committee regret that the Corporation
did not have any manual for internal audit and
the accounting manual. There also did mnot
exist proper Budgetory Control.

The Committee have noted with regret that
the Corporation incurred a loss of revenue
amounting to Rs. 189 lakhs in the years 1966-
67 and 1967-68 on account of their failure to
invest their surplus funds in short term deposits
with a Bank. It is seen that confiicting state-
ments have been made by the Management with
regard to ascertaining the ways and means posi-
tion of the Corporation.

The data given in the Audit Report (Com-
mercial), 1969 clearly indicates that the Com-
pany was having surplus funds for months to-
gether. It has now been admitted by the
Management that inadequate attempts were
made in the past to ascertain the position of ex-
pected cupply of funds which could have been
invested even for a short period.

The Committee feel that no surplus funds
should be kept uninvested. They would like
the Company to investigate as to why the funds
had not been invested and fix the responsibility
for the loss suffered on that account.

The Committee fail to appreciate the cir-
cumstances under which the present Managing
Director of MAMC was appointed. He had
earlier resigned from the NCDC on personal
grounds, when certain charges against him had
been made and investigated. They feel that ap-
pointment to a top post like this should be viewed
from various angles. The person appointed to
such a post, should not only possess technical and
managerial skill but should also be above board
so far his integrity and public dealings are con-
cerned.
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The Committee feel that no surplus funds
should be kept uninvested. They would like the
Company to investigate as to why the funds had
not been invested and fix the responsibility for
the loss suffered on that account.

The Committee have noted with great con-
cern that MAMC have given employment in-
discriminately. They have employed persons in
some categories far in excess than what is pres-
cribed in the Detailed Project Report for a pro-
duction of 45,000 tons per year, although the
capacity utilised is only 9 per cent of the rated
capacity. The former Managing Director in a
note to the Ministry dated the 25th March, 1967
has commented regarding the employment of
staff and workers as follows: —

“(i) A lot of officers had been taken in
but many were either immature or in-
experienced in factory production
methods and they were not pulling
their weight.

(i) Far too many people have been
recruited and not at all commensurate
with the activity. Many people were
virtually sitting idle. This had result-
ed in low productivity, labour trouble
and lowering morale generally.”

The Committee regret to note that although
the position was known to the Corporation and
the Government as early as 25.3.1967 no remedial
measures were taken to ractify the situation and
bring down the staff strength to the required
level which according to the Managing Director
would have improved efficiency. The excess staff
employed has not only meant payment of ex-
cessive wages and salaries but. t6 quote the words
of the former Managing Director “had resulted
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in low productivity, labour trouble and lowering
morale generally.”

The Committee have noted with regret that
the voluntary retirement scheme introduced by
the Corporation was not only ill-conceived but
was given effect to in a manner which has proved
detrimental to the interest of the company in-
stead of proving to be beneficial. The Com-
mittee feel that first the Corporation ought to
have determined and identified the surplus staff
in each category and then alone such a voluntary
retirement scheme ought to have been introduc-
ed.

The Committee find that qualified engineers
have been placed in situations where knowledge
acquired by them in training is not being proper-
ly utilised.- The Committee feel that the Mana-
gement should have made a systematic survey
and efforts should have heen made to place the
right man in the right place.

The Committee note that the management
have taken steps to solve the basic problem of
labour relations. The production in the Plant
cannot improve unless labour do not feel their
active participation and put their zeal in the
work. The Committee recommend that the ma-
nagement should set up a permanent body to keep
a ocnstant watch on the labour relations in the

company.

The Committee observe that the Company
incurred an avoidable expenditure of Rs. 1.39
lakhs on the purchase of 2099 water meters. Out
of these only 636 meters were installed at a cost
of Rs. 60,402 and out of these 636 meters already
installed 186 meters have been removed at a cost
of Rs. 2900. The Management has yet to remove
the remaining 450 meters. Because of the aban-
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donment of the scheme all the 2099 meters are
yet to be disposed of.

The Committee desire that the case regarding
the purchase of meters should be investigated in
order to find out the circumstances in which me-
ters were purchased without making a detailed
study about their utility. Efforts should be made
to dispose of the meters without any further de-
lay.

The overall picture that emerges out of the
study of the project is highly depressing and
it presents a very sad commentary on the entire
way in our planning and the way the projects are
being put up and executed. The entire organi-
sation of the project is in a bad shape. Upto 31st
March, 1969 the Company suffered a loss of
Rs. 20.16 crores, against itse equity investment:
of Rs. 19 crores and Rs. 30 crores of loan, totalling
an overall investment of Rs. 49 crores. In reply
to a question in the Lok Sabha on the 10th March,
1970 the Minister of Steel and Heavy Engineer-
ing revealed that MAMC is losing Rs. 2.20 lakhs
every day. The Committee are convinced that
the huge loses by the Corporation are due to
faulty and unrealistic planning, mismanagement
and lack of proper execution of production pro-
gramme and the absence of even the minimum
interest of the Government in the working of
this undertaking. During evidence the Govern-
ment could not convince the Committee that in
the coming years the Corporation will be able to
show any hopeful results. There was no blue-
print which could carry convinction with the
Committee that MAMC will be able to become a
commercial viable unit. The assumption that
upto the year 1972-73 the Corporation will incur
a total loss of Rs. 30 crores and that it will reach
the break-even stage by 1973-74 is totally un-
dependable as it is not based on any scientific
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study. The Committee feel that the losses are ex-
pected to be much more,

In view of above Committee have come to the
conclusion that it would be wise if this undertak-
ing is wound up to avoid further drain on the
public exchequer. The Company has already ex-
hausted the paid up capital and is in the process
of consuming the loans and credits taken by it.

Y
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