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INTRODUCTION 

I, the Chairman, Committe on Public Undertakings having been 
authorised b" the Committee to present ftle Report on their behalf, 
present thi& "1'hirty-ninth Report on the Pyrites, Phosphates and 
Chemicals Ltd. 

2. This Report of the Committee is based on the comprehensive 
appraisal of the working of the Pyrites, Phosphates and Chemicals 
Ltd. as contained in the Report of the Comptroller and Auditor Gene­
ral of India for the year 1969-7O-Central Government (Commercial) 
Part VII-and also on an examination in depth of the working of the 
Pyrites, Phosphates and Chemicals Ltd. upto the year ended 31st 
March, 1972. 

3. The Committee on, Public Undertakings took evidence of the 
representatives of the Pyrites, Phosphates and Chemicals Ltd. on 
the 28th July, 1972 and of the Ministry of Petroleum & Chemicals 
along with the representatives of the Fertilizer Corporation of India 
Ltd. and the Indian Bureau of Mines on the 27th September, 1972. 

4. The Committee on Public Undertakings considered and adopted 
the Report at their sitting held on the 17th April, 1973. 

5. The Committee wish to express their thanks to the Ministry 
of Petroleum & Chemicals, the Pyrites, Phosphates and Cnemicals 
Ltd., the Fertilizer Corporation of India Ltd. and the Indian Bureau 
of Mines for placing before them the material and infonnation they 
wanted in connection with the examination of Pyrites, Phosphates and 
Chemicals Ltd. They wish to thank in particular the representatives 
of the MinistrylDepartment and the und,rtakings who gave evidence 
and placed their considen!-::l views before the Committee. 

6. The Committee also place on record their appreciation of the 
assistance rendered to them by the Comptroller and Auditor General 
of Ir:dia in connection with examination of the Pyrites, Phosphates 
and Chemicals Ltd. 

NEW DELHI; 

April 25. 1973 
Vai8akha 5, 1895 (S). 

(vii) 

AMRIT NAHATA, 
Chairman, 

Committee on Public 
Undertakings. 



I 
INTRODUCTORY 

Historical Baeqround 

1.1. Sulphur and Sulphuric Acid are some of the basic materials 
for Chemical Industry. With the huge expansion schemes for the 
manufacture of fertilizers. etc. demand for these materials in the 
country has been increasing. All the sulphur required has to be 
imported involving considerable foreign exchange.. With a view to 
reduce dependence on imports and save foreign excbange 
spent on importing sulphur, the idea of establishing a project for 
mining pyrites are at Amjhore was conceived in 1955. A scheme for 
the maunfacture of sulphur from pyrites ore was accordingly in­
cluded in the programme of the National Industrial Development 
Corporation Ltd. Detailed exploration of the Amjhore area was taken 
up by the Indian Bureau of Mines in May, 1957 and was completed 
in 1960. 

1.2. The Indian Bureau of Mines having proved . the reserve of 
8 million tonnes of iron pyrites with about 40 to 45 per cent sulphur 
in the Amjhore mining area, the NIDC, sent in 1960 a sample of 
Amjhore pyrites are for laboratory tests by Mis. Orkla of Norway in 
re.gard to their process for extraction of elemental sulphur which 
was repqrted to be the only ~uccessful process in commercial opera­
tion at the ,time for manufacture of sulphur from pyrites. The re­
sulb; ot these tests having been fou~d encouraging, the NIDC decid­
ed to arrange for large scale test,i. At this ~tage the Govern­
ment took a decision in March. 1960 to form a Company under the 
name and style of Pyrites & Chemicals Development Company (P) 
Ltd. as a subsidiary of the National Industrial Development Corpora­
tion Ltd. to .deal with mining of pyrites at Amjhore,mahufacture of 
sulphur and sulphuric acid and if necessary manufacture of complex 
fertilizers from the sulphuric 'acid prod\lced there. 

1.3. The Company assumed independent status w.e.f. 16th 
September, 1963 and was transferred to the administrative control of 
the Ministry of Petroleum and Chemicals with effect Irom 21st 

" November, 1963. The administrative control was transferred to the 
Department of Mines and Metals with effect from 1st April. 1969 
Since 15th January, 1972 the Company has again come under the can 
tra! of the Ministry of Petroleum and Chemicals. 

1.4. To achieve the objective, the Company started following nr 
the action already initiated by NIDC in exploting the possiblJity of 
adopting the Orkla process for the extraction of' elemental sulphur 
from pyrltes are. As desired by Mis. Orlda about 1000 tonnes of 
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pyrites ore were sent to them fQl' large scale tests in their factory. 
The results of these tests, however, proveQunfruitful. 

1.5. In view of the f.uur, of Ule Orlila .~sts of production of 
elemental sulphur from Amjhore Pyrites and the indicated demand 
at that time in August, 1962 the Governmeht asked the Company to 
revise the Project Report for production of pyrites from 4.8 lakh 
tonnes per annum to 2.4 lakh tonnes per annum for the manufacture 
of sulphuric acid. The second detailed Project Report was submitted 
by the Indian Bureau of Mines in December, 1963. It was considered 
by a Committee of mining experts and had to be changed again due 
to difference of opinion about mining method to be adopted. The 
Third Detailed Project Report prepared by the Company in June, 
1964 was submitted to Government for approval in July, 1964. This 
was approved by Government in January, 1965. 

1.6. With a view to putting the pyrites ore to an alternative use, 
the Company took a decision in October, 1961 to set up two sulphuric 
acid plants of 400 tonnes a day cap9.city each for the supply of acid 
to Sioori Unit of Fertilizer Corporation of India and Durgapur Unit 
of West Bengal bal;led on the anticipated requirements of these two 
units. 

The proposal for construction of the Sulphuric Acid plant at 
Sindri was approved by the Government in January, 1965. The 
contract for setting up of the sulphuric acid plant based on Amjhore 
pyrites was awarded to Mis. Simon Carves on a turn-key basis in 
June, 1965 at a total value of Rs. 190.61 lakhs. The sulphuric acid 
plant at Durgapur did not materialise as the prOcess was changed 
to Naphtha. 

1.7. In December, 196', it was decided that the Sulphuric Aeid 
Project of the Company at Sindri (under construction) should be 
transferred to the FertilizGJ.' ,Coropration of India Ltd. (Sindri Unit), 
as most of the acid produced will be utilised by them and the com­
pany should be recorganised and strengthened for the development of 
other fertilizer minerals besides Amjhore Pyrites. In view of this, 
the Sulphuric A.cid Plant was transferred de facto to the Fertilizer 
Corporation of India Ltd. with effect fr6"m 1st April, 1968. 

1.S. In December, 1987 it was also decided to entrust the Company 
with the exploitation of such ()f the rock phOsphate aeposits as may 
be required for oapative consumption for manufacture of fertilizers. 
In view of this, the name of the Comoany was changed to ICPyrites. 
Phosphates and Chemicals Limited" with effec·t from 16th November, 
1968. 



Exploratory-cwn-pr~ductioD Miau.g ProMtct, Saladipura 

1.9. In JUJ;Le, 1969 the Company was entrusted by the qentral 
Government with the task of exploratory-cuM-production mining 
at Saladipura for pyrites ore and to co-ordinate t~ activities of 
beneficiation, etc. for the purpose of preparing a feasibility" NPOlIt 
for a fertilizer complex, location of which is yet to be decided. The 
object of the work was to confirm the drilling data earlier compiled 
and block out the reserve equivalent to five years' production to obtain 
sufficient bUlk samples of fresh ore for beneficiation studies, to study 
mining conditions and to prepare a feasibility report of the Mining 
Project. 

1.10. The Project Report for exploratory-cum-production mining 
beneficiation etc. was drawn up by the Company at a -capital cost 
of Rs. 82.02 lakhs and was approved by the Government in October, 
1970. The exploratory work was "3tarted in August, 1969 pending the 
approval from the Government. It was planned to have a total mine 
development of 2550 metres out of which 2440 metres of mine deve­
lopment had been completed upto 30th September, 1972. Mis. RTZ 
Consultants Ltd. have been appointed as consultant for draWing up 
a preliminary feasibility report in respect of this project. They were 
expected to submit their feasibility report in November, 1972. 

Phosphorite exploratory Mininr Project, Maldeota 

1.11. The Fertilizer Corporation of India Ltd. and the Geological 
Survey of India had investigated the rock phosphate deposits in 
Maldeota (Uttar Pradesh) capable of sustaining a production of the 
order of 300 tonnes per day of rock phosphates for several years. The 
PPC Board decided to take over the mining lease of Maldeota 
phosphorite deposits from the Fertilizer Corporation of India Ltd. 
Pending formal transfer, de facto transfer from the Fertilizer Cor­
poration of India Ltd. to the Company took place with effect from 1st 
September, 1969. 

1.12. To sum up, the main objects of the Company are to raise as­
semble and transport of pyrite, Phosphate and associated ores in such 
areas in India and elsewhere as the Company may from time to time 
determine for sale or use in the manufacture of sulphur, sulphuric 
acid, phosphorous, phosphoric acid, phosphates and lor other products 
requiring such ores. 

The present functions of the Company are:-

(I) Exploitation of pyrite deposit at Amjhore. 



r­• • 
(if) Exploitatt6ri of Maldeota Phosphates deposit. 

(iii) Production oriented pyrite mining exploration project, 
Saladipura. 

Es."inatiOD by CPU 

1.13. Tbe working of the Company was examined by the Commit­
tee on Public Undertakings (3rd Lok Babha) in their Thirty-Eighth 
Report. Twenty-Eighth Report of the Committee (4th Lok Sabha) 
showing the Action Taken by Government on the recommendations 
contained in that Report was presented to Parliament on 3rd March. 
1969. 



II 
PROJECT REPORT 

A. Amjbore Project 

2.1. The Amjhore project was first conceived in 1955 and the Indian 
Bureau of Mines carried out investigation of the pyrites ore reserVes 
from 1957 to 1960. The first Detailed Project Report prepared by the 
Indian Bureau of Mines for production of 4.8 lakh tonnes of Pyrites 
ore per year. was submitted to the Pyrite, Phosphates and Chemicals 
Development Co. Ltd., in May, 1961. It was considered by an Expert 
Committee set up by the Board of Directors and was submitted to 
the National Industrial Development Corporation Ltd. (the holding 
company) for approval and onward transmission to Government for 
final approval. The NIDC approved the report in March, 1962 and 
forwarded it to Government for approval. While examining the 
report, Government decided in August, 19'62 to cut down the pro­
duction capacity from 4.8 lakh tonnes to 2.4 lakh tonnes (800 tonnes 
per dliY) in view of the failure of the tests to extract sulphur from 
the pyrites ore under the Orkla Process. 

2.2. The Second Detailed Project Report was submitted for the 
reduced quantity of 2.4 lakh tonnes by the Bureau in December, 
1963. This was examined by an Expert Committee set up by the 
Company. That Committee came to the conclusion that the long­
wall method, on the basis of which first and second Detailed Project 
Reports were based would not be suitable for Amjhore. They 
favoured the Board and Pillar method and the Company decided to 
revise the detailed project report once again. Accordingly the third 
Detailed Project Report was drawn up by the Company in consulta­
tion with .the Members of the Expert Committee in June, 1964 
for production of 2.4 lakh tonnes and this was finally ap­
proved by Government in January, 1965. In April, 1968, the 
Company decided to restrict the development and production of 
pyrites in two phases. According to phase-I prot;,.amme, the pro­
duction was to be 400 tonnes per day during Februa.ry, 1969 to 
Mid-1971 (1.2 lakh tonnes per annum) and 800 tonnes in phase-II 
(2.4 lakh tonnes per annum). 

2.3. The table below indicates the estimlittelll of project COlt as 
given in the third Detailed Project Report, which was sanctioned by 
Government In January, 1965, as subsequently l'f!vised by the Com­
pany in January, 1968, as assessed by the Company for production 
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during the phase-! programme and actual expenditure upto 31st 
March. 1972:-

Parriculan of items 

(a) Plant and Machinery 

(b) Township inc1udin~land and 
non-residential uiJdings 

(c) Mine Site Roads and Structure 

(d) Prestoping Development 

(e) Consultancy charges 

(f) Mining exploration • 

(g) Surface handling scheme 

(h) Transportation 

(i) ExpeD8H prior to .porovill (If 
Detailed Project Repnrt 
(December, 1964) 

0\ Working capital 

TOTAL 

Eltimates as 
~ 1'!ltlltd 

Proiect 
Rcpf)rt(Jan. 

1965) tor 
achievinl 
p'oduct;on 
of 800 
lonnes/day 

(2'4Iakhs 
tonnet per 

mnum.) 

189'51 

102'00 

8· II 

90'00 

2-S0 

22'00 

25'co 

439' 12 

----------.-- '''--0 ___ • 

Revised E~ti­
'ru~s 4IS 
~pproved by 
the Board in 
Jan. 1968 fOT 
achieving 
produc:ion 

of 800 
I onnet' , day 
(2'4 lakhs 
tonnes per 

IIJlnum.) 

3 

331'48 

103-82 

19'39 

171'10 

1'00 

32' 50 

'4'00 

9'03 

24- 88 

25'00 

732'20 

Estimates 
for Pha~e-

1 Drogt'lmm~ 
ofprodw:tio., 

to achieve 
uroduction 

of 400 tonne,/ 
day 

(J . 2. laichs 
tonnes per 

annum.) As 
Ipproved by 

the Board on 
26-~-1969 

4 

208'07 

78'98 

U'23 

121' 8:. 

0'75 

14'41 

18 60 

454'92 

Exp:!.,1i 
tur~ u to 

1971 

(Rs. in 
lakhs) 

201' 46 

68- 19 

19:>-68 

1-00 

16'70 

I' :'!I 

24'88 

102':'3 

1506'72 

-------
NOTE: The expenditure to be incurred, if any, for the second phase prollrammt: ha, not 

been worked out by the o;'mpany. 

ForeillD exchange element included in the oritlinal Project RepJn estimate of Rs. 
439' u lakhs was R •. 128'0:>lalths anj in the Revised Project Bnimate of Rs. 
732' 20 lalths was Rs. 14%' 00 11th.. Actual apendituJle 0( foPOl&nexchaDp: upto 
3181 March, 1971 and 311t Match. 1972 was ltos. 111'73 laltlll and Rs. u6' 17 
lalth8 respectively . 

Revi8~d estimates of January, 1968 include the addition31 outlay required to catch 
up with the time schedule. 
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2.4. It would be seen that t~ revised estimates of January, 1968 
exceeded the cost of the Project envisaged in the Detailed Project 
Report of 1965 by 66.7 per cent. The Committee were informed that 
the Project Report estimates necessitated revision due to the follow­
ing reasons:-

1. There was devaluation of Rupee in June, 1966 increasing 
the cost of imported item by 57.5 per cent. 

2. It was no-ticed that the actual cost of machines bein, pro­
cured WIlfl more than that provided il1 the DPR. 

3. Provision had to be made for purchase of certain items of 
plant and rnachinery not provided in the DPR. This was 
necessitated for implementing the recommendations of the 
Technical Advispry Committee which examined the DPR 
and recommended that other methods of mining may also 
be tried to ensure sa,fest and most economic method and 
there should be full flexibility in laying out the mtne and 
the equipment needed. 

4. The purchase of shuttle cars and loaders was approved 
by the Government with the Suppliers' Credit Arrange­
ment. This pushed up the cost estimates of the machinery 
and plant by Rs. 22.50 lakhs. 

5. The decision to construct the plant Wa6 also taken by ~he 
Uovernment alqlost side by side with the approval of the 
DPR and as t}).e procurement of the machinery was get­
ting delayed due to delay in finalising the foreign exchange 
arrangements and the closure of Suez Canal, certain steps 
had to be taken to h~sten uplaccelerate the mine develop­
ment. This necessitated procurement to shuttle car and 
loader from NCDC and opening of third pair of adits (In­
termediate adits). 

6. Certaill e~pendit.ure was incurred prior to the approval of 
the Project Report which had not been provided in the 
DPR estimates. This had to be included in the cost 
estimates. 

7. Tbepre .. stoping development estimate necessitated revi­
fJion due to:-

<a) Inctease in the wages, salaries etc. 
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(b) increased cost of mac~est "thereby increasing the 
depreciation and maintenance costs. 

(c) increase in the cost of supports which were changed 
from timber to steel, as during the course of' actual 
working it was noticed that the roof conditions are 
such that even timber supports are not sufficient in the 
wide spans. 

8. It was noticed while drawing up the estimates of the cost 
of the land, that the provision iQ the DPR was not ade­
quate. 

9. There was no provision in the DPR for surface handling 
of ROM and shale. It was, therefore, necessary to make 
provision for this item of wotk. 

10. Increase in the programme of Mine Exploration. 

2.5. The details of the variations between the original pstimates 
a6 per Detailed Project Report and further revisions are given at 
Appendix I. 

2.6. It has been stated that the substantial increase of cost in the 
revised estimates over the original estimates was due to items not 
provided for and inadequate provision in the Detailed Project 
Report. 

2.7. It has also been .pointed out that the working capital as arriv­
ed at in revised estimates r,epresents the working capital both in 
respect of construction and production as the Amjhore Mining Pro­
ject was in development-cum-production stage. The working capital 
provided in the Project Rt!port amounting to Rs. 25 lakhs was meant 
only for c36h requirement in t~e production stage. 

2.8. During the evidence the Committee enquired the reasons for 
not making any provision in the Project Estimates in the beginning 
for several essential items. The representative of the Ministry ad­
mitted that this was a deficiency. The Government had in 1969 
prepared and circula.ted a detailed note on it. These omissions had 
occurred in 1965 when there were no procedures. 

2.9. The Committee enquired as to when the estimates of Janu­
ary, 1965 were revised and when they were put up to the Board 
prior to their approval in January, 1968, The PPCL stated:-

"The matter of revising the capital estimates was put up to 
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the Board as and when it necessitated revision due to the 
facts mentioned earlier. The Board at its meeting held on 
12th September, 1966 requested Shri P. S. Subramanian, 
the then Director and Deputy Secretary, Ministry of 
Fina.nce to examine the revised capital cost and the reve­
nue cost estimates of the Mining Project, Amjhore and 
submit his recommendations to the B~ard. By the time 
Shri Subramanian finalised his recommendations one or 
the other factor mentioned earlier took place. These were 
brought to the notice of the Board necessitating further in­
crease in the ca.pital cost estimates. Thus the revised cost 
estimates examined by Shri Subramanian could only be 
put up to the Board at its 48th meeting held on 27th Janu­
ary, 1966". 

2.10. On being ~sked whether the actual expenditure incurred 
prior to the approval of estimates in January, 1968 exceeded the esti­
mates approved in January, 1965 the Management informed the 
Committee that the actual expenditure upto 31st March, 1968 was 
Rs. 265.49 lakhs and it had not exceeded the sanctioned cost esti­
mates or Rs. 439.00 lakhs. 

2.11. The Ministry stated in July, 1971 that revised estimates of 
January, 1968 were not approved by Government so far, for the 
follOWing reasons:-

(a) Non-finalisation of the sale price Qf pyrites ores based on 
the unit cost of mining. 

(b) The decision to construct the Bulgarian Acid Plant there­
by enlarging the scope of the initial project and requir­
ing revision of the ~stimates on the basis of the enlarged 
scope. 

2.12. As regards non-finalisation of the sa.le price of pyrites ore 
based on the unit cost of mining, the Company stated as follows:-

"Sale price of the ore has not been finalised. However, the 
accounts have been finalised @ Rs. 200 per M.T. for 
33 per cent ± 3 per cent S grade ore and @ Rs. 275 per 
M.T. for 40 per cent S grade ore as per Majumdar Report. 
The above prices have not been accepted by the Ferti­
lizer Corporation of India, although they are provisional­
ly paying PPC Ltd. at the above rates. So far as -30 per 
cent S grade is concerned, the BOMd of Director'S have 
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tenta.tively fixed at Rs. 124 per M.T. for finalising the ae-· 
counts: FCI has not made any payment at the abov." 
rate of Rs. 124 per M.T.". 

2.13. According to the Detailed Project Report submitted to­
Sales Price Committee in March, 1969 the estimated price of ore 
ex-mine head at a production level of 1.2 lakh tonnes was Rs. 187.65 
per M.T. The actual cost of production per tonne was. however" 
indicated by the PPC as follows:-

1968-69 at a production level of 
24,3 S S tonnes. . . 

'----, -----. 

1969-70 at a 
production 

level of 
40,976 
lonnes 

1970-71 at • 
production 

level of 
34,843 
tonnes 

1971-72 at ae 
production 

level of 
34,204 

tonnes. 

RS.278'04 Rs. 291'48 RS.332'74 
... -- .. ------------~ 

2.14. During the course of evidence of the Ministry the Com­
mittee pointed out that the way the cost was rising it would be 
uneconomical to make sulphuric acid with this pyrite as the ferti­
lizer production would also be affected. The Additional Secretary 
of the Ministry explained as follows:-

"Frankly it seems to Us that it will not be economicAl unlC1s9 
we also consider the economic costs on the replacement 
of imported sulphur by pyrites. The exercise has not yet 
been done. The Pyrites and Phosphates Chemicals Ltd. 
at one stage made certain recommendations on writing­
off a part of the investment reducing the interest rate­
from 6 per cent to 2t per cent and thus enabling it to' 
work economically on its part Fel also believes that un­
less the cost of supply is drastically cut down, it will not 
be economical to produce sulphuric acid from thif! variety. 
Now, we ha.ve not taken a view on this mainly because 
the cost estimate for 900 tonnes per day production which 
is now envisag~d for the Bulgarian Plant and the Simon 
Carves plant together has not yet been furnished. We 
expect to receive that soon. And it may then be possi­
ble to take a view as to what should be done to make the 
production or make atleast the supply of pyrites to FCr 
on an economic basis. 

2.15. In a subsequent note submitted after the evidence. the 
Ministry stated as follows:-

"The revised project es.timates for the Mining project have 
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not been approved by the Government. In this connec­
tion it ma,y be mentioned that original project report ap­
proved is for production of 800 tonnes of pyrites, per day. 
The mines have, however, been developed for A produc­
tion of only 400 tonnes per day to meet the requirement 
of Simon Carves Sulphuric Acid Plant at Sindri. An-
other sulphuric Acid Plant based on pyrites, namely the 
Bulgarian Sulphuric Acid Plant, is also being set up at 
Sindri under the Sindri Rationalisation project. The 
total requirement of pyrites for both Sulphuric Acid 
Plants at Sindri would be of the order of 900 tonnes per 
day. This has necessitated an upward revision of the 
mine capacity. Pyrites, Phosphates and Chemicals Ltd. 
are accordingly prepa,ring a revised project report for a 
production of 900 tor.nes per day from Amjhore area, 
alongwith necessary cost estimates. As soon as the re­
vised project report on this basis alongwith cost estimates 
is received by Government, necessary action will be taken 
for approval. 

2.16. The unit ~ost and profitability will be examined at the 
time of examining the report and cost estimates relating to produc­
tion of 900 tonnes per day, as indicated above." 

2.17. The Committee regret to note that the revised estimates 
of the Project for achieving the production of 800 tonnes per annum 
approved hy the Board in January, 1968 exceeded the original 
estimates sanctioned by the Government in January, 1965 by 66.7 
per cent. The Committee note that the excess was mainly either 
on account of inadequate provision of plant and machinery and 
pre-stopping developments due to inclusion of items not pl'Ovided for 
in original estimates. The Committee also note that in· April, 1968 
the Company decided to restrict the development and production 
of pyrites in two phases, Phase I from February, 1967 to miff-ll71 
for production of 400 tonnes per day. The Project has illlcurred 81l'-\ • 

expenditure of Rs. 606.72 lakhs upto the end of March, 1972. 

2.18. The Committee are constrained to observe that the Project 
estimates were not carefully worked out taking into consideration 
all the relevant items. The Committee were informed that these 
omissions occurred in 1965 when there were no settled procedures. 
Since then the Government had in 1969 prepared and circulated a 
detailed note on it. The Committee hope that these instnactions 
would be kept in mind by the Company while preparing the Re­
vised estimates now stated to 'be on hand for production capAldty of 
900 tonnes per day. 
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2.19. The Committee are surprised to find that even after the 
lapse of four years, the revised estimate .. approved by the Board in 
January, 1968 have not been sanctioned by the Government due 
to non·finalisation of the unit cost of mining pyrites ore and the 
decision to construct the Bulgarian Acid Plant and thereby enlarge 
the scope of the project. The Committee were informed that a 

fresh revised estimate is being prepared under the enlarged scope 
and that Government would take a decision about the revised esti­
mate and sale price of pyrites thereafter. The Committee, take a 
serious view that the Company was allowed to continue to incur 
expenditure on the project without any sanction of the revised esti. 
mates by Government and even before determining the economics 
of the Project. The Committee would strongly urge tirat Govern­
ment should carefully examine the economics of the revised pro­
ject from all aspects and take steps to sanction the revised esti­
mates without any further delay. 

2.20. The Committee would also like in this connection to draw 
the attention of Government to paras 1.7 and 1.9 of the Fiftieth Re· 
port of the Public Accounts Committee (\Fourth Lok Sabha) on 
New Services and New Instrument of Service Rnd stress that effec· 
tive action should be taken by the Government to implement the 
recommendations and take prior approval of Parliament in case of 
substantial revision. The Committee also expect that while exa­
mining the question of according approval to revised estimates, 
Government would seriously consider its effects on the economics 
of the project. The Committee feel that where the economics of 
the projects are adversely affected as a result of revised estimate of 
expenditure, the matter should be specifically brought to the notice 
of Parliament without avoidable delay. 

B. Mining Method 

2.21. The P,P.C.L. has adopted the fonowjn~ two methods of min­
ing for obtaining the pyrite ore:-

(i) Bord and Pillar, and 

(ii) Longwal1 method. 

2.22. The production by "bard and pillar" method started in April, 
1968. It was adopted On an experimental basis in Amjhore pyrite 
mines, limiting the percentage of extraction to 60 per cent. Gra· 
dually, as experience of working was gained, it was found possible 
to modify the methc-::1 to increase the' percentage of extraction to 



85 per cent. It was also proposed to further modify this method by 
having short faces with 'V' faces thereby increasing the percentage 
of extraction to over 90 per cent. This 'V' ~aced method has not 
yet been practised due to the limited off-take. 

2.23. The production with the "longwall" method commenced in 
February, 1970 after obtaining Friction Props and Hydraulic Props 
from the Mining & Allied Machinery Corporation Ltd. at a cost of 
Rs. 6.18 lakhs. 

2.24. An experimental longwall face W8.li worked in Amjhore 
mines, covering successfully an are~ of 60m X 110M. The results 
obtained were very encouraging both from the point of view of 
roof control, production and grade of ore. It is now proposed to 
work two longwall faces, each of 90M. lengths, when the off-take 
of pyrite ore improves. 

2.25. The Indian Bureau of Mines preferred the longwall method 
of mining in their Project Report. It was considered then that 
':!xcept surface stability factor, all other factors like geological 
conditions, thickness of the ore body, output capacity etc. were 
favourable to this method. The Detailed Project Report (January, 
1965), however, recommended that the initial method of mining 
should be 'Bord and Pillar'. 

2.26. During June, 1968 to January, 1969 the Technical Advisory 
Committee while examining the Project Report for production of 
one million tonnes of pyrites ore at Amjhore recommended the adop­
tion of Longwall method of mining on the ground that the extraction 
of ore could be made to the extent of 90 to 98 per cent. against 60 to 
~5 per cent. in the 'Bord and Pillar' method. 

2.27. In this regard PPCL stated in November, 1970 as folIows:-

(i) "The Company explored the possibility to find a suitable 
agency to operate longwall caving face, but there was 
no agency which had experience in operating longwall 
face in the thin ore deposits akin to Amjhor. As such 
continuous trials have to be done before regular produc­
tion can be obtained from longwall face under the condi­
tions existing in Amjhore. On the other bana, substan­
tial foreign exchange investment in equipment such as 
roof supports and face conveyors is required for longwall 
face. As such programme of production in the first 
stage from longwall panel from trial faces was 
highly risky. On the other hand, the Bard and Pillar panel 
could ensure steady production and it does not involve 



heavy investment in equipment or any special trails, dis­
advantage being that partial extraction 60-75 per cent. is 
available. Accordingly, the patte.rn of planning for pro­
duction had to be kept flexible." 

" 
(ii) "There had been ad hoc requirements and the production 

had to be curtailed or stopped at a very short notice on 
the advice of Fertilizer Corporation of India Limited. 
This flexibility of curtailing prouction is available in case 
of Bord and Pillar panel. A longwall caving face has to 
be operated on a continuous basis otherwt3e the strata 
conditions may deteriorate so much that there may be 
collapse of face." 

(iii) "Due to difficulties in the operation of the longwall faces 
and absence of experience in the country, it was consi­
dered too risky to start first panel on longwall to feed 
the Sulphuric Acid Plant since acid pLant could be fed 
only from Amjhore mine, there being no other pyrite 
mine operating. On the other hand, no special experi­
ence or imported equipment involving heavy investment 
was required for operation of a Bord and Pillar panel. 
Subsequent events proved that decision to start first pro­
duction panel based on Bord and Pillar and then start 
experimental longwall mining, has been a wise decision. 
Due to the existence of clay horizon above the pyrite bed 
and the disposition of the pyrite ore-body being uOOulat­
ing as well as variable in thickness maintenance of 
working height in .a longwall face to about 1.52 meters 
has become inescapable." 

2.28. The Ministry further stated in June, 1971 as follow3:-

"Both the long-wall caving system and the bord and pillar 
method have their advantages and disadvantages. The 
selection of the appropriate method can be made only 
on the basis of the actual experience in Amjhore in work­
ing the different panels under the different methods over 
a period of time, as mining conditions vary from one 
mine to other. It may be recalled that only from last 
October, there has been regular and continuous produc­
tion on the basis of an assured off take from the acid 
pLant and proper technical and economical appraisal can 
be made only now. The Board is already engaged in this 
'ask." 

'2.29. Due to adoption of longwall system for part of mining the 
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pre-stoping development will be needed only for 13.560 metres 
against 17,140 metres envisaged in the Detailed Project Report. The 
.estimates of cost had, however, not been revised due to the reduc-' 
tion in metres consequent on switching over to longwallsystem. 
"The actual expenditure for achieving 10,559 metres aggregated to 
Rs. 165.10 lakhs. -Instead of effecting any savings due to reduced 
meterage, it would appear that the company will not be able to 
achieve even the reduced meterage of 13,560 within the estimated 
·cost of Rs. 171.10 lakhs for 17,140 metres. The actual expenditure 
per meter works out to Rs. 1,564 a~ainst the estimated figure of 
Rs. 1,000 per metre. The Company has not worked out the expn~ 
-diture that would be involved over the estimate for achieving 
balance of 3,001 metre.;. 

2.30. The Committee were informed that the Boa.rd of Directors 
at its 70th meeting held on 30th April, 1971 requested a Technical 
Committee of Director to review the method of mining to be adopted 
in Amjhore in regard to the working of the longwall panel and 
bord and pilLar. Accordingly the Technical Committee of Directors 
reviewed the method at its· meeting held on 5th/6th August. 1971. 

At present the programme for Phase-I production of pyrites ore 
at 400 tonnes/day of 30--36 per cent "S". Grade ore has been 
planned by working the following methods: 
----------------------- _. __ •. _----

I. Oreration (If lonl!: wall system single face 112-85 M 
in length (instead of one double unit long-wall face)-2Nos. -200 Tuns. 

2. Production from the cxi;ting penal de\'eloped on bord 
and pillar system 5' heighl-l No. . - 120 Tons. 

3. Experimental panel on bori and pillar working 4 tod' 
height with low tube-~ No.' . . . -50 Tons. 

4. lJevelopmcn t Faces -]0 Tons. 

-400 Tons 
(3O-36'~;, 'So )" 

2.31. Some preliminary estimates have been made about the 
-merits and demerits of both the systems. So far the longwall face 
was worked only on experimental ba:ais, and, therefore, it would 
be unreaEstic to compare the cost of production from the present 
10ngwall face with the Bord and Pillar workings. 

2.32. It has been seen during the working of the trial longwall 
-face that when the operations of one cycle are completed in 5/6 
.4hifts, the cost of production from the longwall face is not cheaper 



than that pluduced from bord .and pillar (even with a panel OMS 
of 0.5). It has been noticed that it is possible to reduce the cycle 
time to 4/5 shifts if proper ore model conveyor is utilised at the 
longwall face. Action has been taken to procure this conveyor 
(within the,revised cost estimated), but these faces could not be 
started due to re~uced, uncertain and dluctuating off-taJ,te by F.e.I. 

2.33. Thus there is sCope of reduction of the cycle time and re­
duction in cost in longwall but not with the bord and pil1ar method. 
The grade of ore production from longwall and bord and pillar was 
the same and thus no preference could be attached to any method. 
from this point of view. It may also be mentioned that in actual 
mining practice, PPCL has to work both the mining, methods as 
longwall method of mining in geologically dispersed condi tion may 
not be feasible in certain area and PPCL would be forced to resort 
to bord and pillar method of mining in such areas. 

2.34. It has also been stated that the longwall face has been 
working continuously from ~bruary, 1970 onwards, but the demand 
for ore by FCI has been fluctuating and the output varying accord­
ingly. The present face has been stopped since July, 1972 as the 
panel area has been exhausted. 

2.35. In the connection, the Managing Director stated during 
evidence:-

"We are at present practising both these methods-Bord and 
Pillar and longwall-in the mine and in my personal opinion 
and the opinion of all at this stage is 'that we must get 
both these methods going hand in hand. The use of long­
wall depends onthe roof conditions. We cannot use long­
wall where the roof conditions are weak in the area where 
we are working. If we use the longwall method, roof fall 
will take place .... where roof is weak. Based on your ac­
tual observations in the mine, (when working with long­
wall), one of the difficulties which has experienced in the 
past, has been that the' efficiency to advance one cycle in 
longwall was very poor. The ~hole face was 200 ft. long. 
This cycle we have cleared in about six shifts in actual 
practice. Now. in the coal mines we complete the cycle 
in 3!4 shifts. Now. here. there are difficulties in complet­
ing in 3/4 shifts because in the coal mines there is a coal 
cutting machine which cuts the coal and here we have to 
do drilling and blasting. But we have found out that if 
six shifts are taken to complete on cycle in the longwaU 
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face and if there is 0.5 tonnes OMS in the Bord and Pillar 
panel, the cost of working by these two methods is com­
parable." 

The Managing Director further added that:-

"The Board appointed a Committee in 1966 consisting of the' 
Finance Director to go into all these details. rn the mean­
time, the devaluation took place in 1966. The Committee 
again revised the estimate due to the various factors 
which were pushing up the cost estimates, went into the 
question and worked out some detail. Then in 1967, the 
another factor of thinning of Pyrite bed took place. (That 
was noticed in Mayor June, 1967). The IBM in their re­
port of detailed investigation of the geology of the area, on 
which the Project Report for 800 tonne was based gave a 
categorical statement that pyrites bed is almost uniform 
in thickness and does not undulate. The roof and floor 
a,lso do not undulate and vary but in actual practice the 
thickness was found varying. • • • • 

The Indian Bureau of Mines also prepared a Project Report and 
they had based the Project Report on longwall method of 
mining. The original demand of 4.8 lakhs tonnes of pyrites 
per annum envisaged in May, 1961 for the purpose of pre­
paring First Detailed Project Report by the Indian Bu:­
reau of Mines, was not approved by Government. The 
Government advised that -it should be revised to 2.4 lakhs 
tonnes and it was revised. This Report was also consi­
dered by the Technical Committee conSidering of eminent 
mining engin.eers like Mr. &eghal, Mr. Jabbi and othel'!! and 
they had conducted five meetings and considered over 
this method of mining. type of machinery to be used in 
the mine. They paid visits to the mine and came to the 
conclusion that the recommendations made by IBM werE' 
not acceptable. Some of the recommendations made by 
them is to 'use locomotive and longwall method of mining 
in the mine'. The longwall method of mining reouiTes 
experienced workers, it requires steel supports in place of 
timber supports. We did not make steel supports in India 
(1964). In 1963-64 when the Report was being reviewed 

by the Technical Committee at that time. there are only 
one or two mines practising longwall cavin-g method in 
India. Unfortunately. the experience of working of long­
wall caving method in our coal mines was not happy. I hod 
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seen one longwall face and that had collapsed later and 
lot of machinery was buried and it was fortunate that 
the accident did not involve loss of lives. With this back­
ground, Technical Advisory Committee said that if we 
base our DPR entirely on the long wall method for our 
total output, we may not be able to meet the commitments 
So, it is better that we have a trial longwall face in one 
panel and see how it works. In this way, we will not put 
all the eggs in the same basket and will base our DPR on a 
well tried method in order to get an assured production. 
That is how it was viewed at that stage. The bord and pil­
lar also envisaged 70-80 per centage of extraction. But, in 
order to get an assured production keeping in view that 
we do not have the trained workers and unhappy expe­
rience of longwall caving faces in the coal fields, that 
change waos made in the method of mining from long wall 
to bord and pillar." 

2.36. The Committee note that the Indian Bureau of Mines in 
-their original project report of May, 1961 based on a demand of 4.8 
'lakh tonnes preferred the 'longwall' method of mining as geological 
conditions, output capacity, etc. were more favourable for adoption 
of that method. Later, the Detailed Project Report of January, 1965 
recommended that the initial method of mining should be the 'bord 
.and pillar' method. When the Technical Advisory Committee which 
consisted of eminent mining engineers, examined the project report 
in June, 1968 to January, 1969, that Tt'chnical Committee recommen­
ded adoption of the long wall method considering the technical as­
pects, experience in India, higher percentage of extraction etc. than 
under hord and pillar method. Later, the Management again switched 
over to the 'bard and pillar' method considering the unhappy fOX­

perience of the lonpall method in the coal-fields, lack of trained 
workers in the longwall method etc. The Committee also note that 
o"n account of re-adoption of 10ngwaU system, pre-stopping d(~velop­
ment would be needed only for 13,560 metres against 17,140 meters 
envisaged in the Detailed Project Report. The Committee ret(ret to 
note that though the meterage got reduced, the reduction did not 
result in any savings. 

2.37. The Committee were, however, informed that at present. the 
'Company has decided to keen the matters of mining flexible Rnd ad­
.,,;:! i)oth the methods depending on roof conditions, spread of 
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oGre and other factors. The Committee expect that before 
adopting any particular method, the company would carefully 
work-out and examine among others the comparative economics of 
both the methods since there seemed to be advantages as well as dis­
advantages under both the systems. The Committee need hardly 
stress that whatever be the method adopted for mining, the aim of 
the Company should be extraction of ore at most economic cost and 
1Is sale to another public sector undertaking at a competitive pnee. 



In 
CONSTRUCTION AND COMMISSIONING OF PROJECT 

A. Construction and Commissioni~ 

3.1. The Detadled Project Report for production of 2.4 lakh tonn .. 
of pyrites from Amjhore mines was prepared by the Company in 
June, 1964. This was approved by Government in January, 1965. 
The Amjhore mines went in.to production during 1968-69. 

3.2. As per the approved Detailed Project Report the production 
was to commence 800 working days after the development of the 
mine was initiated (January, 1965) and the capacity of 800 tonnes a 
day was to be reached 150 working days thereafter. The initial period 
of 800 days is stated to include 100 days in the beginning when key 
mining equipment would not be required. Thus, according to the 
schedule of production, the Production should ha,ve started from 
September, 1007 and the rated capacity of 800 tonnes should have 
been achieved within first quarter of 1968. 

3.4. The Committee inquired the reasons for delay in obtaining key­
mining equipment should be procured by the second quarter of 1965 
but the machines were actually received during June-November, 
1961 and installed in first quarter of 1968. The Management stated 
that having regard to the above delay the schedule of production 
would work out to second quarter of 1970. 

3.4. The Committee inquired the reasons for delay in obtaining 
key-mining equipment in time. It was stated in a written note 
that:-

"The Company had invited tenders for obtaining key-mining 
equipment prior to the approval of the Project Report in 
1963. The Government did not IlIgree to the inviting of 
the tenders before the approval of the Project Report and 
as such consideration of the tenders were kept in abeyance 
The Project Report was approved in January, 1965. The 
Government obtained intimation from the Department 
of Economic Affairs on 12th February, 1965 of the coun­
tries from whom the tenders are to be invited. The ten­
ders were notified in the Press on the 29th March, 1965. 
The last date of the receipt of the tenders was 17th May, 
1965. The tenders were opened on 18th June; 1965. The 

20 
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recommendation of the Tender Committee were put up to 
the Board for according its approval at its 33rd meeting 
held on 10-8-65. Thereafter, the Company wrote to the 
Government. for the release 'of foreign exchange in sep­
tember, 1965. The conditional release of foreign exchange 
wa',s received in January, 1966. Considering difficulties 
to be encountered in view of the fact that most of the 
tenders were not agreeable to sup-ply the equipment 
under the Supplier's Credit Arrangement under which 
foreign exchange was released by the Government, it 
could be possible to execute only one agreement under the 
Supplier's Credit in May 1966. This is in respect of load­
ers and shuttle cars, under French Credit. As regaI\is 
compressors, in spite of best efforts the procurement of 
compressors from Sweden could not be arranged under 
the Supplier's Credit arrangement.. For the aforesaid rea-

. sons Government released in October, 1966 free foreign 
. exchange in regard to this equipment. Orders were pla­

ced in February, 19'67 aflld equipment received in 1968-69." 

3.5. On being asked as to when the machinery was commissioned, 
the Managing Director, PPCL informed the Committee as follows:-

........ we could place an order for machinery in June, 1966. 
The machinery 'Started coming from June to October, 1967. 
Most of the machines were received towards the end ot 
November and December, 1967 and all the machines were 
put to use in about three month's time. It is unfortunate 
that inspite of taking all these measures the delay took 
place and the major delay was due to the difficulty in 
getting the proper (oreign exchange required for the im­
port of the machinery." 

3.6. In order to bridge the time lag due to delay in securing key 
mining equipment and to expedite development of mine to meet the 
demand of ore (400 tonnes /day) for the Sulphuric Acid Plant of F.C.!. 
which was expected to be commissioneo:i in September, 1968, the 
Company proposed to acquire additional machinery no·t contempla­
ted in the Project Estimates from the National Coal Develonment 
Corporation Limited and otheM to the extent of Rs. 14.50Iakhs. But 
actu~lly equipment viz. 1 loader, 1 shuttle car. a few Transformers. 
Oil Circuit Breakers. etc. of the value of Rs. 5.62 lakhs were acouired 
from the National Coal Development Corporation Limited in Janu-
ary-February, 19'67. . 
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The Joy Loader and Shuttle Car obtained from the National Coa.l\ 
Development Corporation Limited, however, went out of order after 
working itermittently for 35 days and 25 days respectively. These 
could not be made use of subsequently for want of fast moving spares 
and due to inadequate power load. These equipments were sold 
back to National Coal Development Corporation Limited in March, 
1970 at the purchase price (excluding sales tax and incidental charges 
amounting to Rs. 0.13 lakhs). The Company is, however, holding 
spares of these equipments valued at Rs. 43,414. The National Coal 
Development Ltd., has agreed to purchase these spares and placed 
orders. 

In addition, the Company resorted to development of mine man­
ually by opening of and exploratory audit at a cost of Rs. 11.BO lakhs. 

The Company decided to open an intermediate pair of adits at a 
cost of Rs. 5.75 lakhs including equipments worth Rs. 1.35 lakhs 
which were purchased. 

Two additional units of portable compressors were purchased at 
a cost of Rs. 0.75 lakhs. 

3.7. When asked as to why the equipment not contemplated in 
the Project Estimates was purchased and whose sanction was obtain-· 
ed for the same, it was stated: 

"It is not correct that the equipment purchased from NCDC, 
like shuttle car, loader and electric switchgear, tr.ansfor­
mer etc. were not contemplated in the Project Estimat­
es. As delay was taking place in purchasing the equip­
ment by the Company, steps were taken to purchase these 
equipments from NCDC knowing fully well that these 
are suitable for coal mine'" but could work on reduced 

load. It was necessary to procure the equipmen~ in order 
to start the working of the mine and start the training of 
the workers in the use and handling and developing a 
maintenance organisation for these equipments. The 
Board's approval was obtained for the purchase of 
the equipments in September, 1966." 

3.B. It was also stated that while purchasing the equipment from 
N:CDC it was promised that proportionate fast moving spares of the 
eqUipment would be given to the Company. 13ut later on, NCDC' 
was unable to give the spares as they did not have any stock of the' 
spares in their Regional Stores. The matter was taken up with, 
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NCDC through the Coal Mining Adviser, Deptt. of Mines but still.. 
NCDC could not give the spares. 

3.9. AJ? regards inadequacy in power load. it has been stated that 
adequate power was not available in Amjhore mine, but the Bihar 
State Electricity Board had been requested to increase the power 
and they had agreed to increase the power and to provide the re­
quired power by the time the equipment was to arrive. The equip­
ment could not be worked .juring day due to low voltage in the 
supply line. It has further been stated that spares worth Rs. 3~OO 
are only left and the rest had been sent to NCDC. As a result of 
these special measures involving an extra outlay of Rs. 23.92 lakhs· 
the production in the mine started in April, 1968 on a limited scale. 
However, the efforts and extra expenditure to speed up production 
did not serve the purpose since the commissioning of the Acid Plant 
which was expected to be commissioned in September. 1968 was 
delayed. 

3.10. The Committee regret to note that there has been delay of 
about two years in obtaining the key mining equipment required 
for the mines at Amjhore. The delay has been attributed mainly 
to ,the difficulty in getting the foreign exchange required for the 
import of the machinery. To bridge the time lag due to delay in 
procuring the machinery and to expedite the development of the 
mi,ne, the Company resorted to measures which resulted in addi­
tional expenditure of Rs. 23.92 lakhs, including purchase of additio­
nal machinery of the value of R.~. 5.62 lakhs from the NCDC. 
However, these machinery could be used only intermittently due to-
frequent repairs and utimately laid off for want of fast movinlr 
spares and sold back to the NCDC as a loss of Rs. 0.18 lakh. 

3.11. The Committee regret to note the lack of synchronisation of 
the programme of m~ne development with the establishment of 
sulphuric Add Plant. The Committee do not appreciate the undue 
haste in procuring from NCDC machinery meant for roal mining' 
without verifying the suitability and the condition of such machiM-ry 
even when there was no provision for them in the project estimates. 

3.12. The Committee are al'so distressed to note that the effork 
and extra expenditure incurred to speedup production did not serve' 
the purpose since the Add Plant which W'as expected to be eom­
missioned iD September, 1968 was actually put on trial runs 1D Jaly~ 
1969 and even thereafter it was Dot working satisfactorily. 
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B. Expansion Scheme 

3.13. Based on the decision of the Planning Commission on 30th 
.June, 1965, the Company decided to carry out intensive exploration 
.n the Amjhore area for production of 1 million tonnes of pyrites ore 
per annum to meet the following demands:-

.---.---- .. _-_._ ... __ •.. __ .... _--- ---------
Tonnes 
per day 

(j) Fertilizer Corporation of India (Sindri Unit) . 1,100 

:ii) Proposed Sulphu.nc Acid Plant of Fertilizer Corporation of India 
at Durgapur 1,000 

.:ii) Bihar Superphosphate Factory 200 

(iv) Steel Plants . SOO 

(v) Other industries in the region Soc 

3.14. A preliminary Project Report was prepared, which was 
considered by the Board of Directors in August, 1965, when it was 
decided that the exploration work should be undertaken immediately. 
In August, 1968 Government approved the project and sanctioned 
Rs. 84.49 lakhs for preliminary drilling and aditing work. The 
drilling part of the work was entrusted to the Geological Survey of 
India at a cost of Rs. 17.99 lakhs. The Geological Survey of India 
commenced the work in May, 1967 and completed drilling of 4616 
metres upto JUly, 1968 and the final bill for the work was received 
from the Geological Survey of India for Rs. 12.95 lakhs, which has 
since been adjusted against advance paid by the Company. Aditing 
work and further drilling were undertaken departmentally from 
January, 1968 and August, 1968 respectively at a total cost of Rs. 5.65 
lakhs. 

3.15. The anticipated demand of the Fertiliz~l' Corporation of 
India Ltd. Durgapur did not materialise due to change of product 
based on naphtha instead of pyrites. In January~une. 1968 the 
Government decided to shelve the project for extraction of sulphur 
on Outukumpu process because of its being uneconomic. The 
expected demand from Bihar Superphosphate Factory, Steel Plants 
and others also did not materialise. In April, 1968 the Company 
dec:ided to restrict the developmen.t and production of Pyrites into 
two phases. 
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3.16. In March, 1969, the intensive exploratio'll work was 

suspended in pursuance of the Board's decision that the reserve of 
pyrites ore in the working block and the two adjoining blocks were 
adequate to sustain a production of 1,400 tonnes/day for 7 years and 
as such further intensive exploration work was not necessary. The 
total expenditure incurred on the scheme was Rs. 18.60 lakhs. In 
pursuance of the Ministry's decision of 12th May, 1970, a proposal 
for development of the mine at Amjhore as an integrated scheme for 
the existing mine for production of 2,800 tonnes of 23-25 per cent. 
S. Grade ore equivalent to 1,350 tonnes of plus 37 per cent. S. Grade 
ore was sent to Government for clearance in principle. Subsequently 
the Ministry decided on 16th November, 1970 that in view of the 
latest thinking for the use of the low grade ore along with sulphur, 
the requirement of low grade ore including that of the Bulgarian 
.Plant would be of the order of 1075 tonnes of 23-25 per cent. S. 
Grade ore which can be. met by capacity already developed and 
there might not be any need to invest money on the expansion 
project. 

3.17. The Committee enquired during evidence whether the com­
mencement of the intensive exploration work followed the ascertain­
ment of firm demand for pyrites. The Managing Director of the 
company stated that the whole question was discussed in the meet­
ing with the Planning Commission in 1965. Actually at that time 
there was shortage of sulphur. In this background the demands 
were indicated by the various plant and various industries. The 
total requirement of pyrites ore was BSlessed in the above meeting 
at one million tonnes per annum and the Company was asked as 
to whether they would be able to give the required quantity withi'll 
a reasonable time. Therefore, it was decided to undertake the 
intensive exploration work. 

3.1B. As regards the reasons for non-materialisation of demand 
from Bihar Super-Phosphate ractory, Steel Plants and other indus­
tries, the Committee were informed in a written reply .by the PPC 
that:-

"In October, 1967, Bihar State Industrial Development Cor­
poration indicated to the Company that <lue to certain 
unavoidable reasons it was not possible for Bihar State 
Superphosphate Factory to go ahead with the expansion 
programme of the Factory for which reason it can consume 
only up to 80 tonnes of acid per day. It has further been 
informed that the expansion scheme is likely to be imple­
mented in about 2-112 years ttme when It wm require 200 
tonnes of sulpburie acid per day. 

297 L. S.-3. '. 



AB the first pyrite base sulphuric acid plant has not been 
working satisfactorily. the demand for Steel Plants also 
did not materialise." 

3.19. The Committee also enquired as to why the drilling and 
aditing work was taken up departmentally in 1968 whereas earlier it 
Was entrusted to the Geological Survey of India. They were informed 
that:-

"the cost of departmental drilling was Rs. 100/- per metre 
during 19'67 whereas the cost charged by GSI was Rs. 275-/. 
per metre. As departmental drilling was cheaper the 
work of additional drilling was taken up departmentally. 
The decision earlier to award the work of drilling to GSI 
was taken in the inter-ministerial meeting held on 3-5-66. 
The organisation of departmental drilling was not built 
up at that time." 

3.20. Asked whether the expenclilure incurred on expansion 
projf!ct haa not proved i'nfru~tuOO'S ttl view of the latest thinking for 
use of low grade!' ore along with sulphur, the Committee were 
informed thzt .. the late~ thinking, artd as agre~d by F.e.I., is to use 
30-38 pet cent S. ore admi"ed wi'th elemental sulphur as a fef'd to 
the Simon Carves and BuJgari&1l Acid Plants. Thus the total require­
ment of ore/day fM working the plants to full capacity will be 3.:n 
lakhs tonna/annum. The present approved mine can give only 1.92 
lalda torme!llannum (M6 Mrmeslda,Y due to the thinness of the 
:pyrite bed from 30" to 24 " (average). 

In view of this the e~»e11ses incurred are not infructuous." 

3.Z1 The Committee regret to note that the exploration work for 
the prMludic:M 6f 1 ft'f1lJtMt tfHtnes of pyrites ore peT ann'Unl which 
W8~ taken Up Oft the basis ()f &~sstnel1t of demand from various 
cOi'ls'ftlliets Ita. ultimately to be suspended in Marth, 19'69, as the 
reserve of pyrites ore in the working block and the two adjoining 
blocks were considered to be adequ.ate to sWlliain a produetion of 
1400 tonnes pel' day for 7 yeus and there was net much demand for 
pyrites. In the meantime f an expenditure of 'Rs. 18.60 lakhs had 
been incurred oa exploration werk. The Committee fod that had 
a firm deman6l for the supplies of ore been secured 'before com­
meneemeat ef the exploratiUII work, tile large expenditure incnrred 
on ex.lol'atioD werk £GoUld have hHa avoilled. The Committee 
w.alcl only ftlg'est that t.here _ul' be "Miel' C8-6l'diaation bet· 
ween FCI and PPC so tha* developme .. of miD£' couW 1te matched 
with the demands of FCI. 
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:pn;ODtiCTIO~ 

A. Production Per~rmallCe 

, 4.1. The D. P.ll. prep'ared by the I. B. ¥. in M4Y, 1961 provided 
for.. tli~. ,pr6'~uetion of 4.8 lakh tonnes. ID.A:ug~t, 1962 t~e Govern.' 
m~t decided to cut aown the producti~,ncilpacity to 2.4 lakh tonnes 
(800 tonnes per day) in view of the JailijI'e of the tests to extract 
sult>hu~ from the pyrites under the prl:tia prpcess. The Manage­
ment decided in April, 1968 to restrict the production at 400 tonnes 
a day i.e. (1.2 lakh tonnes per annum) in the first phase upto mid 
1971 due to limitations of the capacity of the existing Sulphuric 
Acid Plant at Sindri to consume pyrites ore to the extent of only 
®o tonnes per day. 

" 4.2. Durlrig the course of evidence the representative of the 
MlIllstry of Petroleum arid Chemicals explained this position as 
,tol~ows:-

"The orl~iial prall based on t$e ISM report of May, 1961 and 
l'eceived through Ntnc' in March, 19~, envisaged a pro-. 
dfictlon eapa~ny 6f '4.8 1~~ tonrt~.s per' ~rU!i1in. This was, 
on the as!\J.~J)tlot\ that E!-1~Jheht'al sulpljiir could be 
e~rilCtedfrorrt ~he ote. 'i'his :r~~~ , 'camet~ Govern­
meht in NOVetriber. 19t1. THe idea th~n was to use what 
wasc~lle(! th~ Or1da ~ess in the eXtractii:m of elemen­
tal' siUlphur; bUt' about this tittle, in fa~t., sh(;~tly before 
this ~epmt was rec~ved, it became clear .that the process 
cduld not })e' u~ed. .It was riot f~Qlbm. At this time, the 
compaJ:xy liad stated, that tHere Vvould b~ tw'o sulphuric 
acid l)l~nts estaBlished' by thE! COn1pan~, based on Amjhore 
pyrites, each plant of 400 tonnes capacity at DurgAp1.lr 
and &'indrl. This would have ttlunt an assUred market 
()f 2.4' lakh tonnes. M.ahwbile, what was ca'lled the 
Outokumpa process,' ,developed in FiMahd, wasli'tsolt1 
vi~;'. but the Finland company was unable to aSSist, as it 
was busy in setting up its own plant in Finland; and it 
could not make any definite recommendations before the 
end of 1962. At that time, t~e Company had informed 
GdvM1ment'itt dOiisUmtftm\tfifh mfl,: that there would 
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be no serious difficulty in. limiting the mining programme' 
to 2.4 lakh tonnes. This was the suggestion made by the­
Government that as the extraction of elemental sulphur 
was in doubt, the company should only plan for the extrac­
tion of ore for the two proposed sulphuric acid plants. 
Therefore. the capacity envisaged in the beginning was 
brought down to 2.4 lakh tonnes on the assumption that 
the two sulphuric acid plants at Durgapur and Sindri will 
be tied up. Even at that time. there was a hope that later 
on, the Outokumpu pt'ocess would be developed and that 
there would be demand on other accounts as well, parti. 
cularly the steel plants and the super-phosphate factory 
of the Bihar Government ........... . 

There were developments subsequently. Till 1966 the Durga­
pur Fertilizer Project was intact. Early in 1966 a deci':' 
sion was taken that the Project would be expanded in 
. two phases, That means in the fir~t phase only nitrogen­
ous fertilizer would be prepared and the phosphate ferti;' 
liser was deferred for phase two. The reason for this 
was the aftermath of the Indo-Pakistan conflict of 1965, 
and the resultant foreign exchange difficulties, the cut­
ting of US aid etc. The phosphatic part required con-· 
tinued import of sulphur and rock phosphate. It was, 
thought that the foreign exchange would not be available, 
and therefore, the project was deferred. At that stage, it 
became apparent that 2.4 lakh tonnes would not be the­
demand, and the demand would be restricted to the 400' 
tonnes acid plant set up at Sindri. Therefore, immedia-· 
tely the demand fell from 2.4 lakh tonnes to 1.2 lakh ton-· 
nes. Government then issued instructions to the PPCL 
sometime in December, 1969 that they should freeze their 
operation to the level of 400 tonnes per day." 

4.3. The Actual production fell much short of even this restricted 
target. which has been explained by the Management due to the, 
fact "the production programme of pyrites ore 19 now to be- llnk- . 
ed up with the progress of the construction and commissioning of: 
the Acid Plant." 

4.4. The table below indicates the actual coat, the total project 
cost, percentage of actual achievement of production to targeted 
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productioR during 4: years from 1968-39 to 1971-72. 

"Fotal Actual Actual Taraeted Actual! Percent 
project pro- produc- produc- aDtia- . age of 

Year cost- , gressiv: tionin tion pated Col. 5 to 
aa revised COlt tarml' for production Col. 6 
in Jan. (Ra. in or'B' the per day 
68 for takhs) ~de project (Tonnes) 
Soc Tonnes) per day 
tonnes (Tonnes) 
(Rs. :r. 
laltha) 

3 4 5 6 7 

'1968-69 699' 10 433'08 24,355 800 81 10 

1969-70 ,699' 1'0 508'33 40,976 800 137 17 

1970-71 69~ 10 568- 16 34,843 800 II6 15 

1971-72 707'20 512'99 34,204 800 JI4 14.25 

NOTE:-Production of 34,204 tonnes includes 145 tonnes productej from Extension 
Project and 1,122 tonnes of low grade, i .. e, 30 %S. 

4.5. Regarding the non-achievement of the reduced target of 
phase I of 400 tonnes per day, the representative of the Ministry 
informed the Committee during the evidence as follows:-

"Even 400 tonnes offtake has not been reached today and 
according to the indications I have just given 400 tonnes 
will be reached in 1975-76. This was mainly on account 
of the developments that have taken place in the Simon 
'Carves Plant. When this plant was planned, the notice 
for inviting tenders said that pyrites of range 32 per cent 
sulphur to 49 per cent sulphur were available, but the 
'bulk would be around 40 per cent. The plant was, there­
tore, planned on the basis of 40 per cent and the contract 
was also entered into on the basis of 40 per cent. It was 
a turnkey contract and it was executed on that basis. 
When it came to trlal runs and performance guarantee, 
it was found that 40 per cent ore was ;not really readily 
available. Special efforts were made to secure 40 per cent 
ore by hand pickings and to supply it for performance of 
guarantee tests. On the besis of 40 per cent ore, the per­
formance guarantee was fulfilled and the plant was taken 
'aver. Thereafter, efforts were made to test it on 33 per 
eent and 36 per cent ore. Three trials were held witJ, 
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1000, 2000 and 9,000 tonnes. It was found tha~ th(!re was. 
no technological diftleuJtY in producing acid' from this. 
slightly lower grade ore. But the. plant capacity could 
not be at~~. Ev~~ at that time, it was felt that per­
haps with the ex~~ bui~t-in:-addition~l 20 per @nt 
capacity in th~ plant, it may be possible to feed extra ore 
tom.e.et tl::te. t9tal sulphur req\lirem~t for meeting the 
capacity of'tht: plant which was 400 toIl~ a day. But on 
sustained operation, it was found that there were pr0-
blems in the plant including such things as boiler leaks, 
too mu~h ac<;uPllllation of cinder, because 40 per cent 
ore would have caused a certain amQunt of cinder 3Q per 
cent or 33 per cent caused a larger volume of cinder. 
There was also a centre cooling defect fn the' feed system. 
Therefore with all these difficulties, it was found that on 
sustained operation, tbe plan.t could. not work on 33 per 
cent particularly on the two feed lines of manufactu"re. 
That required certain additional equip~ent to be instal­
led and new arrangements to be made for the feed ~ Sys­
tem. These arrangements were taken in hand and there 
has. been a del~y- i~ th~ s\ipply. ofP8rt;tic~.~rly of ~. gyra­
tory cru~h~:r. Th~~. s~pply is np~.exw.cted apd, tbe p1lUlt 
is expected to b~ ready towardS th~; enct o~ 19~3 :or eaJ'ly 
1974 for ful~ 0w~ra~ion on h9t!h s~e~Ip~. Tbfi expl~ 
the very considerable delay in the development of the 
off ~e.~: 

4.6. The Sulphuric Acid. Pl~t, SiI,ldrj is. c~x:r~P.-t,ly opex:ating on 
one stream and is' expected to achieve prqquctip,p a~ full. capacity of 
400 tonneS a day by April, 1973. Till th~n ih~ off~~e f~olll the mine 
is not likely to exceed 200 tonnes per da~l. wll~reas tnemlne itself 
as deslgt\ed for a prod\tcti~n o~ 809 t9nnt;~.,'pe.~q~.. TgeCommitte 
have discussed t~e proble,~s relati~~ tp th~s S~~W~ ~d Plant in 
a subsequent Chapter of this RepOTt. 

4.7. To a questio~ w~eth~r the Irl;~a,g~~~nt h~'ye. w,g,~~~ ~ut the 
financial implications of the lower proctu,ctlO,l? ~,.com~~~d" WIth th~ 
norm of 400 tOMes a d~y to be achieved, at t~ enq,of the Phase-I 
programme and the inciqence of extra' cost per toIlJl.~ of ore, the 
Management a:~prised' t~~' 'Comntittee as follo,ws:-

"Mana~~e~t haye worked out. th~;,.~a.~~~ i~R~cation of 
the lower production as compared wt,tl1 .the n<?~ of 400 
.' . ",. • .... , ". f' " • 
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M:T. a day to be achieved ,q.t 1;4e ~d,¢ p~~~-~ pw-
gramme.. The details ar~ a~ Pnder:-

40,000 mt. 60,ooomt. 80.ooOJ;llt. .r,oo.~Q IJZ9,QOO 
mt. mt. 

3a % ;t:3%' lB%±3 % 33%:1=3% 63 %::1:8% 83%:l:: 3% 

l)roduction cost including 
township (deficit). ,84,00,000 10168000 11876000 13788000 15702000 

J)epreciation . 1I,28,000 1200000 1300000 1400000 I,SOQOOO 

Dev. Exp. wrinen off 4;>OO~OOO 60000P ,800000 I~Q I#OOOOO 

Interest on loan 14,00,000 14000QQ .Jl3OOOO9 1000000 800000 
---
II328000 13368000 15276000 17188000 19202000 

Cost per M.T. 283'75 222 ' ,80 190'~5 171·88 160 ' 02 

4.8. The ,CornWttee GlWr.ecl jlhe ~ dlMt weig~d with th( 
Managemept in not rest.ricting tq.e pre-$to~ dev~klpment work 
Dr to withdraw tl;l~ ,surpl1ils ~acbiner~ jn APx1l. 19fiS as soon as they 
became jiwar~ of the liestI1ic~ ,demand of ~ OJll, the Management, 
PPC infor-med ~he .co~l1:nittee tJila,t "Ey; n thougb the .Company was 
aware at the li~ec\iate ~a,nd let yri1iell o't.e :will be 400 tonnes 
per day lApto mid #.iY71,FCI ;Sindri inw..ariQUJ nw.etijngs .and through 
letters had ~nd,i~at~d the d~apd ~S 'OO(ler:-

I 

2,2~,OOO tO~13 froJ;ll.D~c.~b~r, 1~70 ,to Janu~~, 1971. 

May, 1968 

tl 
1fO~ to 1300 ton.ne$ per day for both the plants from t:p.e 

bWn!}ing of L97l,.. 

November, 

.. '!,56;OOO tonnes 'per 
8t~d. 

\10). wllen 1!he i13ulgarie.n plant i$ con-

Bence; <therewras \Ii firJl) d~d tfrom Fa lor tlle 'Bulgarl~n Acid 
iP.lan:b" 'Oyer and hove 400 t!O:Dnes . .All JlUO it w3f; 'not ccuWue,red ,-
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to restrict further development work or to withdraw the machinery 
not required for 400 tonnes production. This fact of the require­
ment of the ore for Bulgarian plant over and above the requirement 
of the Simon-Carves acid plant was brought to the notice of our 
Board. While drawing up the unit cost estimate for 400 tonnes and 
detailing out the phase-I, it was indicated that the mine develop­
ment for Phase II will continue and the allocation of the expenses 
between production and development was indicated as 85: 15." 

4.9. To an enquiry of the Committee as to the target date by 
which an annual production of 2.4 lakh tonnes of pyrites could be 
expected to be attained, the Ministry informed the Committee in 
a written note as follows:-

"The annual production 2,40,000 tonnes of pyrites was envis­
aged with reference to the earlier target of production of 
800 tonnes per day of pyrites. However, the demand for 
pyrites subsequently came down to 400 tonnes' per day 
only to meet the requirement of the Simon Carvp::; Sul­
phuric Acid Plant at Sindri. The mines have been pre­
sently developed for meeting this requirement. The 
Bulgarian Sulphuric Acid Plant being set up at Sindri 
under the Sindri Rationalisation Project is expected to go 
into production by the middle of 1974. The requirement 
of pyrties for both the sulphuric acid plants, i.e. Simon 
Carves and Bulgarian Plants, is ex:pected to be 900 tonnes 
per day or 2,70,000 tonnes per annum. A project report 
for production of 900 tonnes per day of pyrites form 
Amjhore is under the preparation of PPC keeping the 
above schedule in view." 

4.10. The Committee regret to note that the average adual pro­
duction during the last three years (liMIe.TO to 1971-1%) has been 
even lellll than one third of taqet with the result that the cost of 
production is expected to be Rs. 283.75 per M.T. as against the esti­
mated rate of Rs. 180.02 per MT. The Committee were infonned. 
that the Simon Carves Sulphuric Acid Plant was expected to achiev~ 
production at 400 tonne! a day by April, 1m and the Bulgarian 
Plant expected to go into production by middle of 1914.. TherefoJe 
the Company would be increasing its production to 900 tOllnes per 
day by the middle of 197(, which target is even more than the pro· 
duction capacity proposed to be developed in the second phase. 

4.11. The Committee repet to DOte that deve10peli eapaeity could 
not be exploi.ted in full flnt due to 1 •• of an asSured demand lUId 
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.Jater on ac:count of defective Acid Plant at Siadri. The Committee 
.were informed that the production proJ'l'8llUlle of pyrites ore is now 
.to be linked up with the progress of the construction and commis­
..sioaiag. of the Bula.i_ Acid Plant. The relhllt has been that the 
...cost of produeticm is almost double the estimated rate with CORSe-

.quential adverse effect on the cost of acid and finally on the end 
product. The Committee take a serious view of this lack of proper 
planning and would urge that the Government/FCI should en"ure 
that both the Simon Carves and Bulgarian Acid Plants should keep 
-up to their schedule of going into production by April, 1973 and 
1914 respectively, so that the tempo of production eould be increased 
'~nd the cost of pyrites ore brought down. 

B. Thinness of pyrites ore 

4.12. The Company is at present engaged in the exploitation of 
~he pyrites deposit at Amjhore which is a vast and extensive deposit. 

4.13. On the basis of the investigation conducted the Indian Bureau 
of Mines indicated in their Project Report that the average thick­
ness of 'the pyrites bed would be 30". Extracts from the Indian 
'Bureau of Mine's Report indicating average thickness are quoted 
below:-

'''There are overwhelming evidences to suggest that the thick­
ness of the bed of pyrites is more or less uniform over the 

. whole pyrites bearing areas and particularly so in the 
:A.rnjhore, Ghogha Block." 

. "The width of the pyrites bed within the Amjhore-Ghogha 
belt can be safely assumed to be 0.76 M. on the average 
floom all the above factors." 

4.14. The Company, however, stated that during actual opera­
tions they found that the thickness of the pyrites ore varied without 
. any set pattern from 5" to 30" and the average thickness was assessed 
at 24". The matter was taken up with the Indian Bureau of Mines 
~ay, 1967) on the ground that the data furnished by them were 
misleading. 

The Company withheld a sum of Rs. 3.19 lakhs and also claimed 
'from the Indian Bureau of Mines damages of Rs. 8 lakhs. The 
Indian Bureau of Mines in their reply in April, 1969 to the Ministry 
'-of Mines and Metals, refuted the claim and stated "the changes in 
'the gratliel1ts was visualised, discussed with the Chief Mining 
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Engineer flnd prolli<ied for in the final project RepOrt" prepared 'by 
dlem. Since the Project as implemEmted by the Company was sub­
stantially different ir.om the recollllt1el1dations e{ the Indifm Bl'lreliu 
nf Min~s, they did not accept any responsibility. The Ministry 
accepted the ¢ontentiort of the Indian Bureau of Mines and 'instruct­
ed the Company to release their dues (May, 1969). 

4.16. Tbe Management &~ated in lifovempe , 1~7(} a& fOllow ; .... -

"It i~ not c;orrect that lpdia;n J3Ul'eau of J:,\Unes. had any tim~ ' 
stated in thei~ report Of in a;ny of the d9cum~ntlii furnisped 
by them that there woulcl tJe wide varijition in,the lhiG){­
ness of the pyrites bed or that the deposit would not have 
a set pattern of thtckne~s in the pyrites bed. Having 
regard to the fact that thickness of py:rites bed has been 
f~ulJ.d varytng frpIP 5'( t.Q aay-:W' withou #lny ~t pa~tern, 
tIle OQInpany halt not Mc;~pted ·thlt I.S.M. view $d they 
have loged a claim of Rs. 8.00 lakhs on G.S.I. (erstwhile 
l.B.M.) for fupni hing unr~liable d til." 

, 4.l7. In regard .to th~ data furni~hep. by ~he Inc:lian Bur~au of 
M,inl'!~ rl'!garding t}1~ av~ra{{e t4ickJ}#~~ of p;y:rites Ql'e being m~l«r~d­
lng and unreliable, the. P.P.C.L. stated that 

"lB:M w~re askep to carfY out *tailed inve~tigations of 
, ~jhQJ;e ~t~~ aAA~ they ~u~rnittec;l; ~ detaile-:i report on 

.. . th~ ArqjpQJ;C rydtes Iqv~~f;jgat~on. ~h,ey ~17P prepared a 
DPR for mining 3 lakhs ~P~rws 9f Jvmpy or~ per annum 
in 19'61. The Company prepared the revised DPR for 2.4 
lakh tonnes ell ofe ptl fionlJm whjc . were ba~ed on the 
infQt'm tiotl giv n by the laM ' jn their detailed report on 
the Amjhore Pyrit~1i IJlve$tigj:\t'on,~nd the.,DPR prepared 
by IBM. In actual course of working the PPCL found 

! that the thickness of the pynte bed vary ~om. 5" 'to -32", 
average 24". The pyrite bed is no Mnger UWjIf6rm, bht un­
dulates considerab~ and the gradi n as steep as 1 in 
6.05 has been noticed. The recommendations given in the 
report are as under:- tv J 

,.. -
"6.0B-Thus by studying (i) to (v), it is observed that tlle 

thlckne~a of py~i ~s gmwrally .v~i~s fl:om ~~-~" to 3'-7" 
in the a~a. It i~ ~lso W~~o d ~bat:-.-

Av~r\\ge thiclt<l~ess of ~yxite be~ is as follows:- " 

Amjhore Ghogha block 36" . . ' 



~Uf!\1~a;_.'-i4 .. 3~ff.i' 
Banjari side 36" 

A~jhore ~rua block 32.8". • " 7"' '. ~'. .' , ,. . - . 

"6.09-1t is thus seen that the thickness of- pyrites bed is 
30" or even more. For computing ore reserves, there­
fore, a minimuM of 3W as the average thiclmess of 
pyrites bed· is etmcemed." 

'.'30-The amount and variation of dip are rather important 
in layins QU~ ~ ~aJl$pc;>rt plan for thle W\)'~SS. For 
this ~~ ieCtio,n~ a.l.o:D,J t~ sE!~o~y ~ulage drives 
driven off the main adits have been drawn which at a 
glance s1?:ow ~e qip <?f; th,~ ~y~tes ~.~ ~n?-. $e thick­
~~~. of overlyin~ roc~ at. ~y P'9.inJ: in ~h~, workings. 
The~ sho~ t~t th¢ grl\qi,e.n:t ~~ $e cro~s li~ads ",ill be 
gen~ral~y ~,~ p~,( ~~~t wiJh s.~Ot~ __ s~~~tcp~ of steep 
¥acl,~~~t ~f u.ptc;> ~,.~r c.Emt." 

4.18. In view of the in.correct data furnished by fBMin its report, 
the Company had to incur extra expendiiureand l\as claimed the 
same from the IBM to be reimbursed towards'demages incurred by 
the Conw~~Y ~.~ C;¥!t..AiJ_~.g~19\y,:-:-

(i) Drilling of 7bore holes, ha'ting a. t0t41: _~ oiU4.(4) IJili8trilts 
in Amjhore block to confirm the thickness of pyrites bed at ditre~nt· tila-ees. - '!'he Cost of drWing per" !inetre is 
:lis. S'7~ru.5~5,000:· -

(~): I~ _~"- ~l: 7.ll;OqQ,~; ~; amRuru, ~a'4f to IBM for 
~@~~~iOl1 ()f -i,n~l . .RrQ~ql ~~+~,.wf.~~ 4,~Pecome in­
f~tuoq~ Wm ~$O ~ve tQ. q" ,r$P,J;>MfSE;Q.,~_ .~~ Company. 

(iii) In addition, we impose on the 1IBM-a sum- of.>Ra.2 lakhs as 
a,' l~m~-sum da!Dage~' for incorrect da~ furldllhed in rcs­
pect of ~adient of the pyrite . bed with, the result that 

, t~e equipment procul'ted . cOuld . not b8 utililed to the 
full~t 'e:xt~n_t," , 

4.19. l~ was als" &taUi4, tbat U\~ ~~. of: lW-;Jll~litq,p not been 
fully settled. Aiter. th~ -~~~i in tll~· ~i'!l"~~~ of Steel and 
l/(ines in ~a.y, ~, It. liijIq ~:~, +~ ~~ ~ ~i~to IBM on 
12th Nq¥emQ.ef~ l~a Ij!"$i~ a .~l4Q. of .~. Q. 7~ l~ o~ account of 
hire ch~,geoi ~ . ~t.H9ffi~~- This. _ 'q1qpll~ w~ - r~~~.~d under 
prC?test, wJtlmut p~jw:Uce to eaBe fo;r CO;UJl~~C~fiJn preferred by 
the Company. . 



4.20. Th~ overall implications of the thickness of the pyrite bed 
',were stated to be as under:-

U(i) The grade of the ore for a production of ore has been 
reduced from 36 per cent to 28-29 per cent. 

The grade of the ore can be upgraded by intensive mel'hani:>­
ed benefication to 36 per cent, but the quantity of ore 

available/day will reduce to 640 tonnes/day. 

This will increase the cost of production by 25 per cent plus 
the cost of beneftcation which will be Rs. 25 per tl)nne. 

(ii) In order to produce the ore of 35 per cent'S' 800 tonnesl 
day, a fifth panel will have to be developed, requiring 
additional mine prestopping development by 2800 metres. 
The face will require additional machinery and man power 
for getting extra 160 tonnes or orelday. The grpde of 
the ore produced will still be 28-29 per cent but on bene­
ftcation, 800 tonnes per day of 38 per cent'S' grade will 
be obtained. 

4.21. During evidence the Managing Director informed the Com­
:-mittee in this conection as follows:-

"IBM investigation report has tipulated that the Pyrite bed 
. has got an average of 0.76 meters thickness and the gradient 
is about 2 to 3 degrees and the roof and. the floor i~ good 
and does not undulate but in actual practice the thick­
ness has been found to be 0.6 meters (average) and the 
thickness varies without any set pattern and at a few 
places the gradient has been noticed to be 1 in 6:5. These 
factors made the use of the equipment inefficient. It was 
expected from the description of the geological conditions 
. given in the IBM investigation report (that the pyrite bed 
is hard, and has high physi~al strength) that this bed will 
be span accress 4 to 4.5 meters width of the gallery with 
supports. But unfortunately, when the galleries were 

-actually driven, the pyrite bed at many places did not span 
accross and even with timber roof supporst, roof fall took 
place and we had to resort to the use of steel supports. 
-Even this a1so did not give adequate progress with the 
machines resu1tin~ in their under utilisation and ultimately 
led to their withdrawal. • • • • 
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We had a meeting with them (I.B.M.) where. we said that we' 
should get compensation. Our claim against them i& still outstanding. 
We have made the last payment to them under protest. We have 
suggested to GSI that we are prepared to go in for: arbitration on 
this issue. We have also suggested the names of Chief Technical­
Adviser or the Mining Adviser of the Department of f,teel find Mines 
for this. We are pursuing our claim with them." 

4.22. The representative of the IBM further informed the Com­
.ittee during their evidence as follows:-

'This Amjhore Pyrites is a very thin bed,. raughly 2 to 21 ft. 
thick. Above it, there is a shale and j,elow it, there is a 
shale. If we could develop a mining process restricting the' 
excavation to just that 2 to 21 ft. thickness, the sulphur 
content from the product of the mine would be around 
40 per cent. Unfortunately, it has not been possible to res­
tirct the excavation to just that 2-112 ft. thickness of the 
pyrites bed. So, since such a process has been found possi. 
ble elsewhere, we have to acquire the expertise and deve­
lop the technique or restricting it. The IBM prepared the' 
Project Report in 1967 and they have not been associated' 
with the further development. I am sure the Company 
would be able to say that there has been an attempt to 
restrict the thickness of the excavation and. if the thick­
ness is reduced, the grade of the ore will continuously be 
increased. It is a question of our trying and getting the 
necessary expertise,for restricting the excavation to 2t 
ft. thickness. When the project was planned it was assum­
ed that we would be able to restrict it, and it was on that 
basis that it was prepared.··· As I was saying, this 2~ ft, 

can be blasted in one lot or separately. If it becomes in-
evitable, the top shale can be blasted and i ft. of the shale 
can be removed; and then the pyrites can be removed se­
parately." 

4.23. The Additional Secretary of the Ministry further stated that: 

"This was discussed in the Department of Mines with whom 
this undertaking was till January this year. In the discus­
sion, the concensus was that there was no particular bind-, 
lng contract for the IBM to do the work 1n any particular 
way. They were given the job of producing two project 
reports. The contention of Sale Price Committee which 
was primarily followed was on the basis of this general 
statement. They were misled into making an investment 
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lanrl. coin'mitments Whlch they could riot keep. Therefore, 
theySough~ not onlY Ito Witl)hol(J tHe payment bat also 
1hitde a dirim of;8 lakhs. In the absence of the agreement, 
~e IeM's conte'ntlOh was that we han no particular fob 
to fulfilan-dwe gaVe 001' recommendation on our observa­
tions on the basis of the data collected by us. At that point, 
the Ministry of MInes & Metals decided that P'?CL could 
not withhold payment. The present position is that PPCL 
are still pressing for th'eir claim and are withholding pa:.. 
ment of some 1.27 lakhs to the IBM. We have not received 
any definite rep-resenta'tion whether the PPCL want to 
interven"e or to appoint an arbitrator. The IBM's view is 
that in the absence 01' a contract, this is not amenable to 
arbitration." 

4.M. 'l'h-e CommiUee refret to find tbit there had not been clear 
'deJn.nC'lltionof r~ibiUttes ~ IBM at any stage and no binding 
. contra~t entered Into with th.ettt with the result that the Company 
is flDdlng itSelf in a qualidry. The COmmittee would like Govern­
ment to t1Ike \l seri_ aote of the problem and take steps to have 
t"~ ~8lms altd coantel" tlabrlt settle" '8t an early d'at~ 

.4.25. Tile Committee have also come a(ross several cases of de­
fective or inadeq¥ate investigatiqns by IBM which ~ve resulted in 
addi*iona~ e~nditure to ~.~ un4ertakilllJs and ~¥~flected the ecO'" 
n.mics of their \yorking. The Couumttee n~. hardly stress that 
~v-:rnmen.t ~~~d i.su~.trie~; ins~c~oDS defiI\i~ clea~ly the role 
~f IBM now: G.S.I. end stress. th~,t befOre. en~~nJ ~o~ks to G.S.I. 
th,re should be definite stipulatio.s between the undertakings and 
iG.S.I. 
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TRANSPORTATION 01<" ORE 

'T'·a~id1t, ftom' stockpile base to Railheacl a.t a diitr.lnce of 
35 K.MB. 

In May, 1963 the Board of the Compa'ny considered the question 
, of transport of pytit88 Olll' from. mine at AmjhlDre to nearest Rail-head 
at Dehri-on..&ne by tail. In March 1964, the CO'litpany approached 
~ Mini_IT" PetrQeum Rnc,l' CherrDcala for reqUesting the :Railwa, 
~ ~ dEmlic!htr establishment of a railwa; line bdtw'eefl: Amjhore 
.... D8hri0cm-SoDe. Oo;,erninem recommended the proposal to the 
llMlway'Boud.m Apml\ 1984. In MIIy, IH5 the Ranway "'rd in­
formed the Company that the E8!Stern Railways had been aSked to 

, me...me the }DI'op.al. 

5.2. The qu.eltion regarding setting up of railway line was dis .. 
, cussed in the Ministry on 16th November, 1970 and it was felt that 
if there was no' need for expansion of the Amjhore mining capacity 
.·~ij,f 'tlJe cplBQtity raore to'~ trans~ed to Simiri was about 
1,GOo toDn.ea only, the j.\lstifioation for broad ,auge line may Ilav~ tD 
be reviewed.. 

5.3. Meanwhile, the ore continues to be transported by private 
lorries on contract basis up to rail-head. 

5.4. During evidence the representative of the Ministry of Petro­
leum and Chemicals stated that "the discussion with railway is still 
going an and effort is being made to a combined siding alongwith a 
local cement factory-becaulje if both share the cost, it will be 
cheaper." 

5.5. In a written note the Management further informed the 
Committee that "the matter is under consid~ation with the Eastern 
Railway administration. There seems to be a justification for havin.g 
assisted Railway-siding if the traffic of 6 lakhs tonnes per annum of 
Mis. Kalyanpur Limestone Cement Works is also taken into account." 

5.6. 'l"he Ministry of Petroleum and Chemicals stated in a written 
reply that "the Railways have indicated that the approximate cost 

, of constructi'on of siding will be Rs. 230 lakhs on assisted-cum-private 
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siding terms from Pahloza to Amjhore/Banjari. The Railways win. 
bear a cost of Rs. 60 lakhs. They also indicated the rules on the· 
basis of which the freight and siding charges are leviable. MIs. 
Kalyanpur Lime and Cement Works Ltd., Banjari have indicated. 
their interest to associate themselves with PPC in sharing the broad 
gauge railway line facilities and they are prepared to give a minimum 
guaranteed traffic of 5 lakh tonnes per annum (both inward and 
outward). Further discussions regarding sharing of capital costs and 
other matters are going on." 

5.7. The Committee regret to note that the question of setting up. 
a broad-gauge railway line between the stock-pile base at the 
Amjhore-mines and the nearest rail-head at Dehri-on-Sone, a dis· 
taDee of 35 K.M. only, has been engaging the attention of the Gov- . 
emment since 1964 w'ithout any conclusive decision. Meanwhile the 
ore is being transported from Amjhore to Dehri-on-Sone for onward' . 
transmission to Sindri by road. The Committee understand that a 
cement factory in the private sector located near Amjhore is prepared" 

to share the capital cost with the Pyrites, Phosphates and Chemicals 
Ltd. and the Railways towards the construction of a broad-gauge 
railway line and that they are also prepared to give a guarantee for 
a certain minimum traffic. Negotiations in this regard are said to be 
in progress. The Committee would urge that the matter should _. 

finalised by Government expeditiously keeping in view the economics 
and the time taken in the transportation of ore by the rail and road.·· 



VI 

PLANT AND MACHINERY 

A. DepioyUlent of costly equipment 

6~1. According to the Detailed Project Reports prepared in Ma,., 
1961 and December, 1963 by the Indian Bureau of Mines the use of 
gathering are loaders was not considered suitable in thp Amjhore 
Mine due to the following disadvantages:.-

(i) Complicated design. 

(if) Bulky and heavy in design requiring more space for 
movement. 

(iii) Non-availability of smooth floor in the Amjhore Mine. 

(Iv) Capacity being too high in comparison with the available 
work-load, thereby involving high cost of operation. 

6.2. The Detailed Project Report prepared by the Company ta 
. June, 1964 and approved by Government in January, 1965, however, 
recommended inter alia the procurement of 10 number of gathering 
'arm loaders in conjunction with 9 numbers of shuttle cars. No detail­
ed justification for the necessity of the equipment was mentioned in 
the Detailed Project Report. However, the recommendation in the 

"Detailed Project Report for deploying the equipment seems to have 
been based on the assumption that the rradient of the mine would 

'be flatter than 10." .. 

6.3. The Company placed ~rders for the above equipment in Jan­
uary, 1966. The equipment was received during June-November, 1967 
(as against the second quarter of 19'65 specified in the Detaild Pro­

'ject Report) at a total cost of R3. 96.18 lakhs and installed in the 
llrst quarter of 1968. 

6.4. There was gross under-utilisation of the loaders and the shut­
'the cars and the performance thereof was also found very poor as 
-compared with the standards fixed in the Detailed Project Report. 
'The Management stated in August 1969 that under the geological con­
ditions prevailing in the mine, loaders and shuttle cars were unsuit­
able. They further sta+~ in November, 1970 that there was also un-
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usual break-down of the loader crawler chains due to corrosion caUl­
.d by acidic water in the mine and alao on account of defective manu:-
factun. . 

6.~. Besides, tqe 9~ ~! ~hq~~e ~~~. ~~ 1~d.~fS p.ecessitiated the 
proVIsion of wide ganaries, thereby resulting in frequent roof falla.. 
AI;8 rllllk, "~r 8IqIII01'ta -.,d tQ ••• -.d w~.~ JPgrta.. 

6.6. In this connection tile Mip.!st:r:~ inI0~ ~l;1dit in .Julle, 1." 
as follows:- ' 

" ... M>it¥~Q'" lAA,def.~ ~wu~ ~an" w" ~~ed by 
a Technical Advisory Committee whicll ~~l~d the then 
Coal Mining Advisor, Member (Resources) Planning Com­
mrssion' and the Chief Inspecto-r of Milles. 0R accoimt of 
vfU"iOH~. t~ch.n,ica~ w,oWlqs, the T~p.n,ica~. ~d\j.s0rr.. Com­
~!!~e 'pl?ears ~9 i1aye felt, that t~e, ~. ~f~adeFs and 
shuttle cars will l.)e the best solution, for the rapid develop-
~t ~h.Wh ~ :t'~uif.e,d A~ ~Of~., ~.ot+q~ly~ ~p. ~ine 

.\' ~~ld ~ve "~n ~ lo~er tilP~ t<:\- Pi: 4~V~lQ~.d, ~~p~,~ 
to ~e ~cid;rlant wmch '\¥!l$ E:~pe~~d to ~ cq~llplet.e4 it) 
'~*lD,o~s. Th.e thinnes~ .,f the are ~e.pQsj~s iUso m~Gs.r~1it 
ptWP9r~ional,.dey:e~oJjl~ent per tonne of Pf:r:ite~~~ctio~ 
~eJ: ~ us1J.2l. Be.caU$eof th~e f~t.ors ~az:~;was- n~ 

, .to gr~atly ~ce~era~.~velopme,nt. The TechJlicaJ Advisory 
Gommtttee's Ad~ce is to be reviewed in that ba~k grQ~ 
Had the roof condition been normal, tJa~ p~rfo,rmauc!e q~ 
the machinery would have been far better." (see Appendix 
II). 

6.7; AWd whether 8 d~.tailGd' study of geological conditioJilS w. ... 
made before initiating procurement action for t)Ie m~hlneJlJ, it wa-
sta~d that "the Project was conceived and approved by the Govern­
me~t in 19SD ~nd in spite of the ur~eney of going abe,ad with' the­
ProJect, the geological investigll'tion work was entrusted to Indian 
9ureau· of Mi-nes. They carried Ollt detailed' geofugieaJ· in.estigratlOJUt 
8ftd subnliffed a det1ii!Joed report gi'Ving the detafls of the ore f'eServetf,' 
behavio\U' of fl;e ore body, un~rlying l'OCks, overlying 'l'ocItt • 
r.B.M'. had also conducted underground'exploratory . drives anli evea 
partial stopping operations. It is ol1ly after these aetailed investfl7a­
iiom that the the detailed Project Report was prepared f\rstly ,~ 
IBM, later on revised and lastly in consultation with the IBM re'riseCt 
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u~:-

"Ther~ are overwhelmihg eviden~es to su~est that the thick- . 
, ness ot the bed of' pyrites is tpore or less unifbrm OVeT­

the w~ole pyr~te~ bearin!{ areas and particularly so in 
the Amjhore, C;:-og};la· :Block". 

"The width af., the pyri Si bed Withih the AlI1j~o~-Go 

belt can be safelY assumed to be. 0,76' M. on the a: base 
Wall).. ~U the a~v ~ct~ st 

~.9 The C9~tee ~e e al&O; it¥onned.. ~J;1at :.~ the m~e dev~loIF 
ment was taken u,p> n;l~n.ually, it w.o1~Ic;l fV,O( ave been QPssil?le to 
develop the mine capable of producing 400 tonnes per day by Septem­
ber, 1968. DuPing first two yearn of 1965 .. 66 Qnd 1066 .. r we could 
achieve the mine d velopment o£ t,240 m tl:'es only becaus the 
work could be don only at th two pair off adit openings and 91 0 

the drivage o£ adits ~hrough tallus- needed! concI'lete arching result).. ' 
ing in reduced progress etc. During 1967-68, the progress 0 2.500 
metre3 could be achie,ved (p¥t~y by ma~hines). ThUl~ the mine 
development of "even 4QO tpnnes/day (996()' metres) w9u1q not have 
been achieved if done m~nuall.Y al~ through." 

6.10. The Committee enqu.ired about the total utilisation of loa­
ders and shuttle ,cars and its comparison with the standards fixed 
in the D.P:R. They were informed that uD.P.R. envisaged a prog­
res~ of 10 metres/day per machine set of loader and shuttle car 
The actual progress achieved Wps much less than this as shown be­
low due to poor geological conditions actually obtaining in the 
rl?ines resultihg in their poorlunder utilisation. . 

(a) Actu I Machine p~03tes$ 

(b) Total n" mb.r of maChines 
deployed at mine faces 

(Metre) 

2l,J6 

*.(\t the. time 0' thlf ·~ac~J verifi,c~. th,e audit i,nform,ed a €oJlow& :-
"Tn the ProjeCt ~epo~t p'repar,e~ b, the mM it wa ted that the huttJe Cars 

and IOade woillj no • ~ for A'In, •• 



:;..6~11 .. ~ The Commi~ a. NfCted to the .. t.emeat Qj,,1he ~. 
egement· in November, .19'lOtilat there was unUiual· . break-dowzr 
of loader crawler chains .clue to 'defective manufacture~ AUed 
whether . the . question of defective manufacture of grander ChaiDs . 
was taken up with the manufacturers, the Comm:ittee were inform .. 
ed that the matter was taken up with the Indian agents of the 
manufacturers in 1998. The Engineer of ANF France visited Am-
jhore in May, 1968 and during discussion they agreed to make free 
r~pJ.acement of all the defective crawler pads. Accordingly, one 
set of imported crawler pad was received as free replacement. In 
the meantime, Indian Agents developed the indigenous crawler 
pads which were also found to be equally suitable. The Company 
ac;cepted replacement with indigenously manufactured crawler pads 
a~ they have replaced about 700 crawler pads. 

6.12. In reply to a question as to the total extra cost incurred on 
the use of steel supports in lieu of timber support because of fre­
quent roof falls, it was stated that actual expenditure incurred on 
the steel support was Rs. 9.04 lakhs upto 31-12-1970. 

6.13. It was observed that the Technical Advisory Committee re­
eommended that the equipment shOUld be purchased in a phased pro­
gramme and specifications etc. may require alterations/modifications 
during different phases. In this connection the Ministry stated ir1 
June, 1971 as follows:-

"The urgency for acquiring all the machines in one lot arose 
because of the delays arising out of the difficulties in 
release of foreign exchange, etc. Thus, apart from the 
inherent urgency for speeding up the mining develop­
ment to match with the construction schedule of the 
Acid Plant, delay in actual placement of orders made it 
necessary to buy all the machinery in one lot to k.eep up 
with the further accelerated development demanded by 
compressed ti!lle schedule." 

6.14. Asked whether there was any delay in the release of 
foreign exchange, the Committee were informed that the Company 
appl:ed for the relea3e of foreign exchange in September, 1965 and 
it was sanctioned by the Government in J.anuary, 1966 and the pro­
curement was made under supplier's credit. This arrangement 
could be finalised and approved by the Government in May, 1966 
only." 

8.15. The Committee note that the detailed project report pre­
pared by the Company in July, 19164 and sanctioned by Govem­
ment in January, ItIIS reeommended inter-alia the procurement of 



i:At1Ieria, .... loaders .. d .f.b..uJe ~ with_ JDenti __ IlII7 
_ :detaUecl j1lSPfication therefor, al~ ... h the. IacUan Bureau oflliRes 
did not recommend the use of these equipments in the project .­
ports prepared by them in May, 1961 and December, 1963. The 
Technical Advisory Committee, who examined the D.P.B., recom­
mended that equipment for the Projec:t should be procured _ in a 
phased pro&ramme. In spite o~ ibis advice, the Company placed or­
ders for the equipment valued at Rs. '96.1S'1akhs in January, 1966 
and equipment was received during June, 1967 and November, 1967 
and thereafter installed them in the first quarter of 1968. The Com­
mittee were informed that because of delay in p18Cingthe order 
and uncertainty in I'elease of foreign exchange the orders had to 
be placed in one lot. The Committee re&ret to note that there was 
&ross under-utilisation of these loaders and the shuttle cars (as: 
mentioned in para 6.4) and that their performance was very poor as 
compared with the standards fixed in the Detailed Project Report. 
Later on, as the work progressed, it was realised that under the­
geological conditions prevailing in the mine, loaden and shuttle 
cars were not suitable. The Committee are, therefore, constrained 
to observe that necessity to acquire these equipments should 
have been carefully gone into initially, after a detailed study of the 
geological conditions. The Committee were informed that the provi­
sion for the procurement of the equipment was made in the De­
taUed Project Report by the Company to accelerate the pace of 
development of the mine and to synchronise it with the date of com­
missioning of the Sulphuric Acid Piant at Sindri in Septemberp 

1968. The Committee regret to find that the objective with which 
the Company had gone In for the equipment had not been achieved. 
The Committee feel that the need for deployment of equipment 
should have been closely examined after taking into account all 
the relevant f~tors and the purchase if at all should have bee. 
made in a phased manner as recommended by Technical Advisory 
Committee after gaining experience instead of acquiring the equip­
ment in one lot. 

6.16. The Committee also regret to note that in order to make 
USe of the loaders and shuttle cars, which were found unsuitable 
under the geological conditions prevailing in the mines, the Com­
pany had to develop gallaries wider than actually necessary Dnd 
this involved a .. extra expenditure on timberlsteel support, which 
have been otherwise avoided. 

B. Overall performance 

6,17, The table below indicates the total number of key mining 
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Item 

--------------
11 2 

_ ..... _--:-..J..~ 

.t. :Air 'tOlnpressors 

I 
~. Semi-r~~'table com-

presS'drs . 

• Po'rtilble Cbmpm-
o~s (3 x 450 c ft/min) 

:5 Shuttle cars 

3 

3 

~ 

, . 

-6 

'3 

5 

9 (9+1 from 
NCDC) 

Number 
UtUieed 

4 

· R.ein~ks 

• 5 6 

hav.e been trans-

froTect . 
t .1adipllra 

Z 3 nos. have been trans­
ferred to Saladipura 
Pyrite Froject lInd 
a nos. ate under Ie-
pair/overhaul which 
have d ne their first 
phase of life. 

6 'I no. has ~ sold "hac k 
to NCDC and 4 
n . h vo been ld 
to Mis. Hindustan GoP­
per Ltd. The balance 
6 lios. loaders are 
under repairsio'«er-
haul for which possible 
buy are beul8' -ex­
l'lored. 

2 1 no. Shuttle Car (Torbr) 
originally. produced 
from croc has 

,~ old baak to 
~f.lJC. 7 Shuttle 

.h fJeeb !fOld 
oW Hindu tan CQpper 
'Ltd. out of which 4 

• ~ " y 
!;leen de,patch~d and 
3 DOl. 'are under re. 
pairs/overhaul in the 
workshop whicll wiU 
be despatched shortl y 



I 

..s. Belt Coaveyor 

7. Belt Cbnveyor 

11. Russian Model Pan- .. 
zer Conveyor 

'9. Westfatia 
Conveyor 

Panzer • 

!l0. Hyd~ProPl • 

~ 1. ,Sled .Roof .Bare .. 
~2. Friction Props • 

:I 

-'Not mtIiCIt@d In Audit 1ieptiri. 

41 
u' 

I 

7 4 

Z ,1 
(Under 

trial) 

Sod ,00 

to t&dUItaD CoJi.cr 
Ltd. The beI&e 
:I DOl. are alao UDder 
repain/OYerh"" for 
.mJcb ~ ,qa.~o­
men are beinl ex­
plored. 

I • noa. .....f. ,... IOld 
to NCI>e and i no. 
to HCL. Offer haa 
.... ~M for 
sale of one more to 
NCDC. 

:I t no. hU ~ sold to 
NCDC. Balance :I nos. 
are u~ .. repain and 
offer has been received 
from NCDC for ..... 

1 Idle as the ~Eeaent off­
take has not reached 
phase I production 
level, i.e. 400 tonne. 
dllY. 

730 Thele frictions props 
are under trial at the 
~~perimenta1. face and 
_ wDl •. be utilised 
when .tbe production 
lev~l tK 400 tonne. 
reiaIIeI. 

&18. ~&nteCl-.ent upon the deet.ion ,ill Deoember., 1969 to freeze 
iJae proHotiQn .t 400*tmnes par . .." the COuwanY .aSleued that 
~ f~ 'etuipmen.t woulcl beoomes\U'iP1Ul to ,ita require­
.aM ..... 



~la 
" .. _-- ... 

Numm-- GrOll Sales/ -UfOiS .. _.,. ,~ ... dedued nlue TrIIlIIfer Value 
_No •. lurplus (Ill. in upto (Rs. in 

latbs) Marcb, '72 lakhl) 

-
I Loaden 10 50 '86 3 IS'a6 

2 Shuttle Cars 9 45'32 3 'IS.37· 

3 BR~8 Compl'CIIor 6·68 

4 TSaX Comprel~r 3 S'16 3 S·16· 

S Pomble ComprellOr S -1'97 4 1·60-

6 Mine Pin . 0'14 I o· 14· 

7 Belt Conveyon 30· 3 11'35 

8 Belt Conve;on 36. 4 19'92 

9 Diamond Drill alon, with accessories I' 57 I'S7' 

10 Blectricall L.S. I'SO L.S. I'3~-

144'47 4°·49' 

8.19. On being asked about the present position regarding sur­
plus equipment, and the details of equipment sold or transferred to 
other projects, the Management PPCL in written note stated as. 
follows:-

"The surplus eqUipment has been reassessed. Total value­
(gross) of the surplus eqUipment is Rs. 1'66.89 lakhs for 400, 
tonnes _ per day mining programme. Out of this, machi-· 
nery worth Rs. 95.08 lakhs are still not disposedQif, whilst 
machinery worth Rs. 71.81 lakhs (gross) have already 
been disposed off or transferred to other Projects. The net 
WrlttJen. down value ofRS.' 71.81 lakhs is Rs.50;13 laldis i.e • 

. 8 'net lOb of "Rs. 21.68 'lakhs> The tcttialreeeiptof 's~te 
I; - , has been Rs:-~.OIHakhs ftlote than the wntteri dOWn va!\te 

thus making a profit of Rs. 4.00 lakhs owr capital tti~ 
decreasing the actual loss to Rs. 17.68 lakhs." 



tUO; The detaila of the surplusmachinery--md machmer:r dill­
poMd/oft-tare 88 below:- I •• : .. ,<) 

Rock Drills & pusher legs 

Electricale . 

Shunie cats-'-6 Nos, 

Loadera-7 Nos, 

Belt oo~-3O'-3 NoI. 

36'-r'No, , 

Belt co.veyur cODl~oncntl in .tIKk 

Shuttle Clrs-3 Nos. 

Loaders-~ Nos, 

EJectrjcal~L.S •. 

NCDC loaders end shuttle car 

,I .. :.'. 

Original value .'. ;Wrltten d~ 

Re. 

88,574' 84 

29,673' 28 

29,94,268' 21 

35,600427' 98 

It ,34,1')'14 • 

4,98,436'48 

83.06,234' 03 

Oriainal value 

RI. 

.,', 

., 
,;, 

IS,37,476'39 (sold to HCL) 

15,2S,897' ,71 (sold to HCL) 

1,38,)49'13 (1(;iId torHCLj 

value on 
,1-.3-73 , 

.Re. 

98.37~b·IJ" ..... 
:X¥IiIOC$' CO 

50.38,788"83 

BookValuc . 

RI. 

4:96,19i'~ 73, (ToNCDC) 
• I" " , ',' ; :.'( 

'. 
T~/2X.~~3 ~.,., 

Portable compressor-4 Nos, ' 

Jee/BRA-176 

Pick-up 

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

3~97J90S:P<i ' ,a0,89,357,"'P' 

1,60,430' 82 (transferred 
to 

SaladipuCl) 

23,552'29 

:7,527. 06 68,627' 13 



'TrAIa~.) 

DtIIm'cm\! ltrttt-=2 '!lb. 

'I'ruok-BR~~36 
'SRZ-570 

PV/iSo Fan-I No. 

Bel t c:oJ\veyor-
36" MAMC (new) 2. Nos. 

Mcameco (old) No. 

Beltilli 

OrjpJal Vallie 

RI. RL 

ti,i88'~3 

2;81;899'11 cn'wrenta to i~J'820. 53 
Saiadipura) 

31,5:Z5'30 00. 1,'76'30 
53,3-4-2' 30 .2.,257' 10 

1.,00,000' 00 (10 NCli>C) 

11,53" 37 

9,72.,177' 13 

SO,12.,S'3· 32. 

6.21. The Committee repet ,t. note the in spite 'Of the nellJllllllell-
dations of the Technical Advisory Committee that the machinery 
should be procured in phue., ·the Company procured in 1967-68 and 
1988-19 au the key minln, Ibilcbinery of value of as. 237 lakhs for 
preduotiml of 800 tonnesDf pyrlte& ore per day, wb.enfM it was cleieid­
etl in December, 1969 toheeze the production at 400 tonnes per day 
thus rendering equipment of the value of as. 166.89 lakhs surplus. 
Outofihese,maehinerywOI'thBs. 'H.8:1.laklH had been disposed oft 
or transferred to other projects and machinery worth Rs. 95.08 ;lakhs 
were still pending disposal. The Committee would like to be inform­
-ed whether the tnmsferredequipment have been put to full pro. 
dUellive use. The Comlttittee take a serious view of the purchase of 
the key mining machinery in one lot in disregard of the recommenda­
tion of the Technical Advisory Committee and without a careful as­
sessment of the demand and a firm commitment for the pyrites. The 
Committee recommend that this matter should be further investi­
gated and re8poD11ibility fixed ob. the erring officers and theColb.. 
mittee informed of the action taken. The Committee alsedesire 
that the Company should ·uke Ateps to assess their requirements of 
"laRt and machinery bephtk in view their production programme 
,in "near fl&taleaal to dls&tose .t surplus equipment til tlte ~t 
iDterclSt of the project. 



·J WI 

sm.HtJlttIe Ae\1) ~Lm 
A. IIt.WinJamnt ., .. __ 

"·.1. 1:_ 'lffteethe bilIitioh ot the Company aile1tortswere 
.'I'Ilade'!h looetbtg a St.l1table ptoeell6 for the production of ,e1emeatal 
~ut' CfWJlJIft ~yrites ~e,aha when it was established that the 
!C!>tkla pr~swn UtiStt1til'b1e for adoption for the ex*raciion of 
~ta1 sulphur ·ftom.Ind1atlJ pyrltes ore and. no .other alte.mative 
pt-O'eeiB was itmtlediately in Sight Ute Company took a .tan~ve 
decision in October, 1961 to set up two pyrites based Sulphuric 
Acid Plan~one at .Qnm and tM· other at DutRBput with a capa­
city of 400 tonneS'!dItY each for supply ofsulp'huric add to the 
Fertilizer Corporat161'1 of lrtdla ~mited. Si11411'i afid ]!)m-gapur. The 
question of utilisation of pyrites ore was further reviewed in an 
intet-Mini~terial meetmg 'held to February, 1963 when the require­
ment of '8intb1 Uhit df Fertiliser Corporation of Inaia was indicat­
-ed200toJfues/day. 1t was 'decided that a plant with a capaci~y of 
400 tonnes/day should be ~ up -at SindI'i to rneet the requirements 
df the Ferbliur CO'!'poration of. 'lndia Limited, Sinod and Bihar 
SuperphOSllliate Factory. With a view to avoid delay it was deci­
ded :by ,the Baerd df Directors of the 'd>mp~my in April, 1963 that 
no detailed Preject l\eport relating to 400 tonnes acid plant need 
be ptep&tled. 

7.2. The proposal was approved qy the MiniEtry on 29th Decem­
ber, 1964. The Government accoroed sanction in January. 1965. 
·Contract 'for 'setting up 'ofStilphuric Acid Plant at Sindri based 

. ()n fAzmjhOre .~tIr!I; '(iBi\fing an 'a~i-age ~1>hur'eontent 'df «l'per 
"Cent) 'W'IlS awarded 'to NTIs. :Simon Cal'ves on I! 'turnkey' bmits in 
June, 1965 at a total value of Rs. 190.61 lakhs . 

..E. 'iJoNtion.., die .lat rat ..... 

·'l.a.The Audit Report pointed out that no ,papers were available 
With the Man~ernen't inaicatin, fue consi.deratio.IlI which weighed 
with Government/Compahy to locatetheSulplaurlc Acid Plant at 
Sindri .~ead of at .the mine ldte. l>w:iEal aiac~~, it, howe~er, 
'trtmspiredlhat the 1'1aht was located at 'liniri ID VIew of the diffi-
culties in the matter of tr8.D$.POrt.iIW SulPb.W'ic ~ . .and the prob­
lem of cinaetdi~8.l. Aceor~i to 'the \!~ Oirector, it was 
antfcipatedat 'that tlmethat the CinCler miiht ,be ot use tn the 

~_\. . _;' 1S1 
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Steel Plants located in the vicinity of the Sulphuric Acid Plant. 
No analysis of the cinder was, however, made to find out whether it 
contained any metal value otllil than that of iron and whether 
there would be ass'f~ 01f .. ~ ofrth~.ein~ .. by the Steel Plants. 

7.4. The Co~ttt!e 'Experts'.oeonBtttuted bY Government in Jan­
uary, 1970 pointed out in ~heir: lteport that the Q~Oi9l,~f, Ule cin­
'1!er would pOse a serioUs problem at $iJuiri as it: wouldrequire land 
acquisition on a 'large scale and stabilisation of fire material 80 that 
it does not get blown around by wind lind pollute tbe atmpsphere 
in the Sindri Colony and result in progressively inc~~sing lead. to 
dispose of cinder and consequent continuous increase in the cost of 
diSposal. 

7.5. The Committee had further stated . that the accumulation of 
cinder might prove a physical handicap In the use of nvrites of 
any grade in .the roasters of the Sulphuric Acid Plant at Sindri . 

. 7.6. During the evidence of the Ministry of Petroleum II: Chemi­
cals, the Committee enquired as to why papers were not available 
with Management indicating the consideration which weighed with 
Government to locate the sulphuric acid plant at Sindri instead of 
at mine site. The Additional Secretary of the MinistTy stated that 
there seemed to be some misunderstanding. The decision was 
taken. in the Plannmg Commission and the decision of the Planning 
Commission was available with the Ministry as well as with 
the Company. On being asked as to why these were not shown to 
the Audit the Committee were informed that probably that this 
had been due to lack of communication. 

7.7. As regards the reasons which weighed with Government! 
Company to locate the Sulphuric Acid Plant at Sindri instead of at 
mine site, the Company informed the Committee in a written re­
ply as follows:-

"In the matter of locating the sul'phuric acid plant at Sindri 
instead of at mine site, it. i:s noted that the consideration 
was to .locate the acid plant near the source of c,onsumption 
9f the acld due. to the f~t that the freight rate of the rail­
wars for acid were almost twice than tbat of the ... ore. 
About'l ton ot 38. per cent'S' grade a~e is required for 1 
ton of acid. ThUs the location. was considered with respect 
of .the, pom~ ,.of' coJ1$Umptton. . Even in·, the ,meeting. held 
In the \,Plann~ng ComJPission on, 1-2-1~. the . Ch~lC~ of 
the site was bnly with respect to the aVaIlable SIte at 
Sindri itself." . l 
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7.8. , In· .... 1I'd ,to, the metal, 00Il~ 'In -the P1rttes, the- represeti-

tat,.Yt: ,01 me Miniftry 01 Petroleum and Cheri'1icals informed the 
Co~ttee d~ring evidence that apart from' 40 per cent iron con-
1ent,the only other metals found in trace proportions were copper 
.01 per cent and .04 per cent and all other metals like cobalt, silver, 
,gold, cadmium and lead were nil and there was no other metal 
that had to be looked after. 

7:9. About the c:UspOslll ot Cinder the repres~tative of the, Min-
JStry stated that: - ' 

"Efforts were made to Ule the cinder' in BOkaro' Steel "But 
, it was found that they could not be used there. 'Hindus­

taD Steel had Ihowu' some interest for using cinders illr 
a SUbstitute for magnetite which' is used for 'beneftciation 
process. Part of cinder is being used by cement plant and 
about 6000 to 12,000 tolll per annum' are being used for 
tbia purpose. mon. are being made to sell them to' other 
cement manufacturers. Fertilizer Corporation of India 
was also going into the question of the possibilities of 
manufacturing sponge iron from cinder." 

7.10. On being asked whether there was any problem of accu­
mulated cinder polluting the atmosphere and aftecting the health of 
the people, the Committee were informed that "the cinders from the 
Sulphuric Acid Plant now operating, were being wetted and dumped 
in a low lying area where an underlying layer of chalk depolit 
already exfsts '(Dearby product chalk pond). The moistening, J. 
-regulated only to consolidate the cinders so that they do not cause 
atmospheric pollution. There is normally no drain off or seepage 
of water from the cinder in dry season. During heavy rains. how­
ever, some legchi~~ of the cinder deposit would take place. But 
there is no indication that this causes any residual acidity in the 
-effiuent of river water which receives the same. Analysis of eftluent 
is being carried out periodically by Fertilizer Corporation of India 
to see whether the effiuent discharged into the river is acidic. Dur­
ing rainy season, the leach out water from the cinder will join the 
main factory effiuent which Bows nearby and is highly alkaline. The 
factory effiuent which will amount to 10 to 11 million gallons per 
day on completion of Rationalisation Scheme has an alkalinity of 
200 to 400 ppm and in other words has a capability to neutralise 
'about 10 tonnes of sulphuriC acid per day, whereas corresponding 
fresh cinder expected to be deposited per day could at best give rise 
to only a fraction of a tonne of acid per day if completel~ leached 
assuming again that the chalk bed d981 not neutralfJe this. 
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,7.11. :N~ ~~ ~. ~ .. hat.~ . out ' ih 
thp \U'~" ~ tper~ ~ pO' w~~ I@ .. ,r,a is fIli:I!l¥ cl(Mle to the 
eve . Howev~r" a&! m«:mtiGD.e(\ ~,ov" ,~.ly. of :ri"t-41ll watB alen~ 
wi~p ~lys.is. of etf\ue,n~ ~t VW\Ol,Ul pla~. are being carried Gut' by. 
F~ Qoreor~t:i:OZl ~ I~ ~ ijl~ pIi on tpe rW8D :water ~ 
alwa,lf& shpw. a\l. al~~t r~t\ .. 

7.1;. Tb~ Co~tt~ fin t~t ~~t ¥om, q.,e. ~~,n to-
locate the Su1phurlc Acid Planf near the point of CQ ~tiQn.' tlut 
acid> one other consideration which weighed with Government for 
lo~ ~ S~~i~ A!: 1Jmt "t 'n .. ad! of nMl1 the mine. 
was ,that the ~~ ~i!lt of! in t~ ,s.teelplantaIGCated in the 
vicinity. ~ ~. ~~~rio AGi~ P 1M, e. t De to note 
th~~ ~ ~4 not ~rj li~ a fin~f'l'S weJ:e not uaed by the 
Steel P~t ~ only ~~ay atteJ1,lpts weJ,'e made fOJ! til_ disposa~ 
otherwise they wu . 'beipl clUJIl:p~ "by t~ f'ertilizer Corporation of 
Iq~ia. lae. CQ¥1Jni~.. e ~ ~~ iVa", tit.· 81! ~s of the 
cip.ci~rs should Iaave ~n made to find out whether it coniained any 

metal ,,~l~ $Del wheth r ~ere was al,1 as qre 'Q ·tek of cinders by 
Steel Plants. b f. t ' 

, 
As pointed out in the reJ,lort of tb" Co~mittcre of Expe.rt.s, tJte dis­

posal of cinders would pose a sedou ~rQbl~ll\ at Sindri~ as it would 
require l~nd aC(Juisition on, a large scale and stabilisaqon of fire' 
matedals so that they clo not get blowl\ lU'ounl\ by wind. OJ" pollute th 
atmosphere in the Sin~i colon, an,d lle J1lt W .pl'qp'~i'V~lw.. \n~ea -
ing l\lad'ill the dis~osal of ci~der and (lopseqqentinc::rease in .the Q t 
of di.sJ,los~l. 

. Th ·Committee also feel that th~ 'economics of locating ' the plant 
nt;ar the con umption point should have been gone into more tho-

roughly , takin into account difficulties regarding disposal of cinder, 
transport of ore/acid, etc. The Committee feel that in retros t itl 
would have b en mor advantag ou to have loca,ted the acid plant , 
neat the mine ite a part of the Company, as the difficulties noW' 
b ing faced regardin~ shorta~/deterioradon of ore in transit, low 
off-take of Ore, etc. would have been avoided. 

7.13. T"e CommiUe;) des' e th,-t the p~ob~nt of l\ispo~l of cin~rs 
sh lel be vi we4 with seriou and .,80 fie to ~d an: abidblg, 
S~ut4QB for. tlloir di~p 1 so that they may 1)0. c~~te ROllution PlIO-' 

"!ems W . ~h , may . hea,lt1i .'-lId, 
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'.14: ~ the I'ndiaR B~reau of Mines', D1rt'ailed' :t;>roject ~~por the 
a~a}lysis ofJ sttlplut content' m' the Phites' ore- wtls' jndiGa~ as vary-, 
irtg between !2 ~n 41: per cent. ~s early' as in: ~~ 1964, the .. 
culty fit p;-oduction of ~ per cent. S. Gt'ac;le' ore was visua~ised when 
it> was rePorted' tha~ due 1p' dilU.ti~n, the ore ot onlY 86 p'~r cen,t. S~ 
content woutd' come ou from the mine and' as such benefi:clatkm ot­
ore WQuici be hecessar.~. Tiiougn. i the tencmr iei'U I tOr seUihg Up' 

tlie Sulphtnic Aatd Plaut, s.u1Phu , content. f p.~ - j w", indicated 
as 3~ _ p~ , cen~, but clo e to 4Q pel' cent, in ~ contract it wa 
simply men 'oned as. pyrites'; ha¥hlgt an aN-eras&- sull?Hup content of 
4Q pu'ce i w,·thout inc:iioating' tbe.range ~f v.ari don' . , J 

7 13 'Dbe nagement informed, Audi in November, 1.9.170, "It i'Sl 
a, lac that it 'Was realised: in Ma , 1964 th miN! e produce 
p.yv"ites ore of grade 36, per cent sulphur. It is also true that Sul­
phul10 kcid Plant was designed' in 1966 witlli the spetq:fica~ion of 4(} 
per c.ent sulphur grad' or." 

7.16. The Management fumher inJoruned Aud,it 'in Fe'Muary, 1971 
as follows:- . .• !. 

"~n the.. teclinicql matters, the Board 0 nirectors of the ' Com­
p~ny has invariably been guided by th advice' and guide­
l),tl,es given by t):le' Technicallltxp rts who have been mem­
bers. of the Board from tithe to time. nuring the period' 

• ! under re,Vlew, the Board had several M~mb rs whp were 
Techi'lical Experts (Chen,ncal). In this conneti n, it may 
be stated ' ~hat the acid pla\1t is being operated on regular 
bas~s with pyrites ore of lower purity than 36 per cent. S. 
and there is no technological diffic\}ltX in. operating the 
plant with 36 per cent. S. Grade ore." 

, 'Y.l7. As pe~ t(:lfmS Q~ the agneement, the P~t is to prodw:o ;4:09 
tQns (40 tonrres) of sulphuric acid par day (i.e. ZOOt 1iO:t;lSr a dtay· ner 
roaster). The Plan.it was put on tdal run. i11; July.. 1~9. D '1).[; th 
tri¥ run ot the plant u~ ~ June, 1970 both the roast~rs cou~d not 
be o~rate.d simulta,neously excent for 19 days. I?uring the trial run 
only 23,751 tonnes Of ~~i~ was produced. In this p'eri<>;d th~ Plant did 
not <?p,era.te fro~ D~cemb,er, 19{?9 to April, 1970'. ~en again from 
tp,e 10th, June, 1970 to 9th September~ 19'70. the PlaJ,lt ~ad remained 
idle due to strike' in AmjhQre Mine. .~t ~esume? working on 10th 
September, 1970. During S~.p.temJ:)er/Novembe!" 1970 th~ Plant pro-
duced 7,889 tonnes of concentrated acid. ' . 
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7.1~.' ~e 'C6dWlttee' ~hqWir~d :Whethet· th~'\ i1npUhat1b~' 'of 'lb~er 
'8Ulph~ cODten~ were e~amined by . the ManagementlMinistr,: and 
whether the question ,of lower sulphur content w~s. sped.ftc~ re­
ferred to the Board, together. with the financial as well as technical 
implications and if $0, what ~as the advice and gUideune giv~n 1)1', 
the Technical Experts, (who happeneti to be the Members· of th~ 
Board) on this issue. They were informed as follows:- . 

"The Company was, no doubt, aware that the grade of run 
of mine ore will be around 36 per cent but.in the N.I.T .• it 

',was indicated that the grade of ore to be supplied will be 
32-49 per cent. The contractor in their offer also did not 
specify that the plant offered by them will not tolerate 
variations of the sulphur contents of the ore as given in 
the N.I.T. but will work on a fixed percentage of sulphur 

ore around 40 per cent. All sulphuric acid plants working 
in the world tolerate variations of sulphur content upto 
3-4 per cent. In view of the above, it was not envisaged 
that the plant offered by MIs. Simon-Carves will not be 

able to stand the above variations and run of mine ore 
having a grade of 36 per cent wil1 not be acceptable to 
the Plant. 

The facts referred to by the Committee on Public Undertakings, 
above were known to the Board and to the Technical Ex-
perts represented in the Boaro. As no technological diffi­
culty was envisaged in the use of 36 per cent'S' grade ore 
in the plant, probably no special note was taken by the 
Board at that stage., Later on when the grade of ROM fell 
to 33 per cent due to the thinning of the pyrite bed, this 
fact was brought to the notice of Fertilizer Corporation of 
India, as the sulphuric acid plant was transferred to FCI 
from 1-4-68." 

7.19. On being asked as to what were the other consequences of 
utilising lower sulphur content ore apart from any technological 
difficulty in operating the plant with 36 per cent sulphur grade ore 
the Committee were apprised as under:-

"The Expert Committee appointed by the Government has 
stated in its report that there is no technological difficulty 
in using the ore of 33 per cent'S' Grade. As the handling 
capacity of the ore and cinder is limited to 0.9 tonlton of 
acid, the Use of the low grade ore lowers down the yield 
of the acid. With 36 per cent'S' grade ore the plant capa­
city will reduce to 90 per cent.'· 
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7.20. On being asked if all sulphuric acid plants require 40 per cent 
ore, the Managing Direetor informed the Committee that there were 
two low grade plants in the world, one at Safi (Morocco) with 26 per 
cent S. Grade ore and the second in Rumania with 23 per cent S. 
Grade ore. The Saft Plant was working with 26 per cent but they 
were now adding elemental sulphur to increase the' efficiency of the 
Plant. He further added that "there are two ways one ;is that we 
reduce the acid forming capacity, work the plant on lower capacity 
and use 33 per cent pyrite or mix elemental sulpfiur to get the de­
sired capacity. He confirmed that if the requirement of acid is less, 
this combinathm would work." 

7.21. As regards the non-operation of the Plant from December, 
1969 to April, 1970 and operation of both the roasters, the Foctilizer 
Corporation of India Limited stated in April, 1971, as fQ1lows:-

(i) "Towards the end of the year, the contractor decided to 
carry out certain modifications in the roaster and on ac­
count of this, the Plant was not run during December, 1969. 
Again, since no decision could be arrived at regarding 
quality of pyrites, that Pyrites, Phosphates and Chemicals 
Limited will be supplying for future operation of the Plant. 
as well as price, there was no supply of pyrites subsequent 
to the guarantee test performance and on account of this, 
there was no production in the month of April, 1970." 

(ii) "It is likely that this Plant will start regular production at 
full capacity of 400 tonnes with this inferior grade of py­
ri~ presently available, some times in middle of 1972, i.e. 
after MIs Lurgi studies our Plant and submits their specific 
recommendation about feasibility of mixing of elemental 
sulphur with pyrites and their scheme is implemented with 
installation of suitable equipment necessary for 'this 
purpose." 

7.22. During evidence of the representative of the F:'ertilizerCor­
poration of India, the Committee were iBformed as follows in this 
regard:-

" ........ the roasters could not be operated, both the r0a8ters 

297 LS-5 

together on consistent load. because of the sintering trouble 
in the roaster and troubles in the crushing and grinding 
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system. The cinder cooling system was over-loaded when 
we were using 33 per cent grade sU,lphur ore. So some 
modification has been made on the cinder cooling system 
and after we have started using sulphur, there was an im-
provement and we were able to run the plant more steadily. 
We had requested MIs Lurgi to send their specialists. After 
We took over the plant, they came actually on their own 
cost i.e. without charging any fee and in their presence, we 
did the testing of pyrites mixed with sulphur and it was 
found that it was practica'ble to mix sulphur with pyrites. 
But since then, we have been running the roaster after 
mixing sulphur with pyrites. Modifications have been 
made in the plant for crushing, grinding and handling and 
mixing of sulphur. Similar modifications will be incorpo­
rated in the sulphuric acid plant." 

7.23. During evidence the Committee pointed out that the Com­
mittee of Experts had recommended the use of two grades of ore 
in combination with elemental sulphur and that it was for Govern­
ment to choose anyone of the two grades depending upon the finan­
cial burden which Government were willing to bear and enquired 
how far M./s Lurgi's recommendation was in conformity with the re­
commendation of the Committee of Experts. The representative 
of FCI apprised that Committee that "this is arising from 
the recommendations of the Chari Committee which had thought 
that there shall be the possibility of using two grades of ores, one 
of the rUn-of-mine ore consisting of 16 to 20 per cent and the other 
ore consisting of 23 to 25 per cent sUlphur. The P.P.C. is changing 
method of mining to see that even with the run-of-mine ore we can 
expect 33 per cent grade pyrites which will, of course, be mixed with 
sulPhur to upgrade to 40 per cent. 

. 7.24:. P,roducti(;m, of sulphric acid has been going on, but we have 
not been ab~e to achieve full production, as anticipated in the middle of 1972 'becauSe the second crushing arid grihdirtg system we have 
not been able to instal due to long deliveries for the equipmerlt we 
have placed order. Further some more problems have cropped up and 
they have to be rectified. With the arrival of the equipment for which 
orders have been placed and also with the rectification of the pro­
blems we expect that this crushing and grincUng system will be 
installed only by the end of 1973 when it would be possible for us to 
run this plant on full load on consistent basis." 
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7.25. Asked about the reasons for installing the second crushing 
and grinding system the Committee were informed as follow:s "When 
plant runs on fun load in that event, they lose their capacity very 
rapidly and the wear arid tear is very high and we find it difficult 
to maintain the feed to both the roasters. Occasionally we are still 
running the two roasters but on a sustained basis, it will be possible 
to ru~ the two roasters only when the second crusher was installed 
by the middle of 1973. 

We are installing a second system of crushing and grinding sys­
tem so that we have the maintenance time available. Mcnally Bird 
were the suppliers. We could not import the machine and even if we 
had imported, they would not have done better. We investigated 
abroad also with various manufacturers and we found machines 
manufactured elsewhere also with this type of pyrites were giving 
trouble; if we have extra crusher we can get over with it. This total 
scheme is going to cost us Rs. 20 lakhs including conversion system 
hoppers etc." 

7.26. The Committee view with concern that the Sulphuric Acid 
Plant was designed to work on 40 per cent S. content ore althourh 
the ore available from Amjhore mines was not of the required quality 
It is strange thaf when the Management was fully aware about the 
variation in Sulphur content of the ore, and though in the DOtice 
tnviting tender for the work, the sulphur content of pyrites was 
indicated as 32 to 49 per cent, the implications of such variation were 
not specifically brought to the notice of the Board. No spetlflc !Mn­
tion of such variation was also made In the coqtract for settinr up 
the Sulphuric Acid Plant. The result was th~t the Acid Plant could 
not be operated and certain technical mocJiftcations had to be made. 
If at all, the plant was to work, the production could be with ele­
mental sulphur along with pyrite or it was to work only at 90 per cent 
of the rated capacity. The Committee were Informed that the cost of 
rectification I modification would be Rs. 20 lakhs. The Committee take 
a serious view that the omission of vital information about the grade 
of the ore in the contract has resulted in not only an additional ex­
peQditure of Rs. 20 lakhs but also low production in the mines with 
consequential adverse affect on the cost. The Committee desire that 
the reasons for this vital omission of not specifying the grade of ore 
in the contract should be gone into and responsibility therefore fixed. 

D. Cost of the Acid Plant Project 

7.27. The table below indicates the estimates of Plant cost as ori­
ginally envisaged and as revised from time to time vis-a~vis the 
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actual expenditure incurred on the Plant up to 31st March, 1972: 
(Rs. in IUbs) 

Original Revised Revised Actual expenditure 
estimate estimate estimate upto 

Item (Govt. (Approved (Govt. 
sanction by Board sanction 1969-70 1971-72 
received in May, in April, 

on 1968) 1969) 
7-1-1965 
for item 
(i) only.) 

(i) Tum-uy contract for main 
S.A. PI"nt and Equipment 190' 61 295'50 301' So 247'92 278.97 

(ii) Departmental works for 
services scheme, such 
as material handling, 
water treatment, Rly, 
siding etc. 70'97 101' 85 1°3'00 103'63 111'20 

(iii) Civil works outside main 
plant . 7'57 8'00 7'60 7.64 

, (iv) Residelltial colony 10'00 10'00 1'45 1'45 

(v) Development expenditure 12'50 13'00 36 '93 78'51 

(vi) Working "pita! 15'00 15'00 • 
(vii) Miscellane."'1l 3'57 4,9' 

261' 58 442'42 450'50 401'10 482'68 

-------- ----- .. -.~ ... ----.-.. --
7.28. The foreign exchange component included in the original 

estimate and revised estimate of Acid Plant was Rs. 88.53 lakhs and 
Rs. 125.13 lakhs respectively. 

7.29. The reasons for increase in cost of the Sulphuric Acid Plant 
in the revised estimate are indicated below: 

Rs, 
(i) Effect of devaluation of foreigil exchange element minUI advance 

payments already made • . , • • 25,58,045 

(i1) Effect of contract variations 

(Iii) Cusroms duty • 

(iv) Imported spares for plant 

35,00,000 

J6.50,000 

NOTB:-ltem (Ii) inchldes the enhanced cost due to substitutil1J indiseuoUi equip­
ment for imported ones to the extent 0 Rs. 38' 51 !aIth8 to which addition, 
on miscellaneous accounts and reduction due to imported equipments at 
post devaluation rate for Rs. 8, 99 1akhs have been made. 

----------- ---------------
-According to the Perti!izer Corporation of India Ltd., ::eSrovision of Rs. 15'00 

lakhs Was made only for obtainiDI the ne<le8aary funds rei for the procurement of 
nw materials and against this, it is not possible to indicate the actual figure as this 
would vary from time to time. 
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7.30. The increase in actual development expenditure has been 
explained by the Fertilizer Corporation India Ltd. as follows:-

(R •. lakha) 
. _. __ ._ .. _ .. _._._--._-----------_ ..... _. ---- ------_._----- --

(i) Expenditure on wages, Halari es and provident fWid for 8 
months' approximate delay • . . 

(ii) Expenditure on wages and salaries, etc. due to prolonption 
of the pre-commercial production period . • • 

(iii) Excess consumption of materials . 

(iv) On account of credit for acid being less than the 
amount spent on pyrites 

(v) Other reasons such as payment of minimum guarantee 
charges to Bihar State Electricity Board and certain 
other expenditure not ori,i08lly visualiaed' • 

s' 00 approx, 

2'00 appIOX, 

3·00 approx. 

7' 42 approx. 

23'93 

7.31. During evidence, the representative of the Ministry of Petro­
leum and Chemicals stated that upto 31st March, 1972, the expenditure 
Incurred was RI. 482.68 lakhs. The break-up of the expenditure is as 
follows:-

lalths 

The Main Plant and equipment 

D.!partmental Works for service scheme such as material handling. 
water treatment etc, , J J J • 20 

Civil works outside the main Planl 

Residential colony , 

D.!v.!lopment expenditure 

Miscellaneous 

7'6. 

J • ... S 

78'SI 

4'91 

7.32. The Committee pointed out that the original estimate sanc­
tioned by the Government included Rs. 10 lakhs for residential colony 
but the actual expenditure on residential colony was Rs. 1 lakh. On 
the other hand, the total expenditure had more than doubled. Ask­
ed about the reason for the increase, the representatives of the Minis­
try of Petroleum and Chemicals informed the Committee as .follows:-

"In the project report, according to FCI quite a lot of provision 
was not made. The estimate for sulphuric acid plant wes 
made originally by PPC. It included a sum of RI. 70JrT 
lakhs for departmental works only which included various 
service schemes civil wo~ks, colony etc. Out of this Rs. 
15.47 lakhs were provided for residential colony jUld Rs. 
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12.97 lakhs for civil' works outside the main plant. . This 
meant that the provision for service schemes was only Rs. 
42.85 lakhs. According to FCL, this estimates was on the 
low side as it did not include provision for pyrites storage 
building, grap crane, pay loader, water treatment plant etc. 
The original estimates also did not include provision for de­
velopment expenditure or working capital. The variation 
between the revised estimates and the actual expenditure 
was accounted for due to increase in the prices of steel, 
electric items, etc. ThEm, as will be seen from p. 25 of the 
audit report, increases were on account of several items 
including 25.58 lakhs effect of devaluation, contract varia­
tions 33.40 customs duty 35 lakhs imported spares for plant 
16.50 lakhs." 

7.33. On being asked if Government agreed with the justification 
. for increase in cost, the representative M the'MInistry informed the 
·Cm'nmittee thatt'he Govel'nment did agree with the level of expEm:dl-

. turn upto Rs. 450;5Q lakhs which had been approved. The excess ex­
penditure was likely to be of the order of Rs. 54 lakhs for which Gov­
ernment would expect a report justifying that from FCI so that re­
vised expenditure sanction could be given. This expenditure was well 
within 20 per cent of sanctioned estimates, the representative of the 
Ministry informed as follows:-

7.34. Asked whether any prior sanction of Government was taken 
by the F.C'!. for this substantial increase in estimates, the representa­
tive of the Ministry informed as follows:-

"If it is within 10 per cent of the sanctioned estimates, the 
Board of the FCI can sanction it and incur the expenditure. 
At any point of time, as soon as they come to know that 
it Will exceed 10 per cent, at.that time they should come to 
the original sanctioning authorJty, viz. Government to 
obtain prior approval. Of course, if it exceeds 20 per cent, 
it has to be submitted to Cabinet for sanction." 

7.35. As regards the Teasons ,for increase in the development ex­
penditure, the representative of F.C.I. stated that 

,'the estimate approved by Government forRs.450.50 lakhs 
included development expenditure ofRs. 13 lakhs. Deve­
lopment expenditure is the expenditure incurred during 
'the commissioning period, that is, before th~ plant goes 
into commercial production. That is excess of expendi­
ture over income. At the time we framed the project 
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estimates, we expected that the plant would go into com­
mercial production in 3-4 months. It was estimated that 
the excess of expenditure over income would be Rs. 13 
lakhs. That was provided for. Unfortunately, because 
th~ commissioning was delayed, from July, 1969 to sep­
tember, 1971, that is, for two years, this excess of ex­
penditure over income had to be put in the capital bud­
get. That is what has increased the total estimates. 
Actual expenditure upto September, 1971 was Rs. 78 
lakhs as against Rs. 13 lakhs provision made in the pro­
jetc estimate. This is excess expenditure over income. 

7.36. The Committee find that the orieinal estimates of the lul­
phuric acid plant sanctioned by Government in 1965 for Rs. 261.58 
lakhs, were revised by the Board in 1968 and sanctioned by Govern­
ment in April, 1969 for Rs. 460.50 lakhs. The actual expenditure 
incurred upto 31st March, 1972~ however, exceeded even tbe'revised 
estimates by Rs. 32.18 lakhs. The Committee rell'et to note tlUlt 
the original estimates were not prepared carefully after takinl into 
consideration aU the probable items of expenditure like customs 
duties, provision for spares, etc. As pointed out during evidence, 
according to FCI, the original estimates were on the low side as the 
provision for departmental works was inadequate and it did not 
include provision for several items like pyrites storage buildinl, 
grap crane, pay-loader, water treatment plant, developmeat ex­
penditure, working capital, etc. The Committee have repeatedly 
emphasised that the estimates for any project should be prepared 
as realistically as possible in the beginning and should be made 
available to Government and Parliament before the project is sanc­
tioned. It is highly improper that Government proceeded with the 
setti~g up of a project of this dimension without a clear idea as 
to the ultimate financial commitment thereon. U 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 PviD&' • true .... d 
realistic picture of the final cost of the projed in the blgiJuliq .Dd 
presenting the final expenditure on the Project •• fait accompli. 

7.37. The Committee have also been informed by the represen­
tative of the Ministry durine evidence that the actual eXPenditure 
on the project is likely to exceed the reviled eliimate. by Ra. 54 
lakhs which is more-than 10 per cent of the sanctioned Mtfmatel. 
The Committee however find that according to th'ei..struetlon tuu-
ed hy the Government vide Ministry of Finance O;M. No.9(1)-FII1 
dated the 22nd September, 1967 sanction of tlIe, ~d~~tratlve Mins­
try is called for where actual expenditure on .nY' eomponent of the 
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for the component. The Committee feel that as the actual expendi­
ture under "Development Expenditure" had exceeded by more than 
10 per cent even upto 31-3-1970, the Management should have ap­
proached the Ministry for regularisationlsanction at that time, not­
withstanding the fact that overall actual expenditure had not ex­
ceeded the overall sanctioned estimates. The Committee also feel 
that it is irregular to incur large expenditure in excess of the sanc­
tioned ~timates wIthout prior approval of the prescribed authority. 
The Committee, therefore, desire that the revised estimates of the 
project should be finalised early and approval of the Government 
oIttained therefore. 

E. Delay in Completion of the Plant 

7.38 The scheduled dates and the actual dates for commissioning 
and acceptance test of the Plant and the extent of delay in various 
stages are indicated below: 

(I) 'C()mmiRSioning of the Plant 
~J4 months) from cO'cctivc dute 
of COntraCt bused'on providing 
imJ)cJrt lienee to the contract or 
(19th September, 1966) 

(Ii) Aellepumcc tcst (to be complet.ed 
within 6 months from the date 

• t ofl'rcliminary acceptance which 
was40ne on 18th April, 19<)9) 

Scheduled Actual 

19-9-1968 

18-10-1969 16-2-197° 
--,.....,.------ -----.----- .•... --.. --. 

Delay 

10 munths (Nct delay 
will be 6 months 
11ft' r excluding grace 
period of 4 months). 

4 months 

7.39 The guarantee performance test was conducted in February, 
1970 but due to discrepancy in the evaluation of total sulphur effi­
ciency, the contractor demanded a re-test with 40 per cent S. Grade 
pryites ore so that his oontractual obligations could be determined 
Due to difficulties in obtaining pyrites ore, .. of this grade, it was sub­
lIequently(June, 197G) decided by the Management to have a trial 
appraisal run which was conducted in December, 1970 with the 
available grade (31.4 per cent S. content) of ore. 

I .' ~ 

. '7.40 During the guarantee performance test a rtumber of defects 
were noticed in the operating of the Plant. The contractor had 
aareed to carry out the modificationirectification ot the Plant at his 
own cost in terms of the protocol of arrangement. In the case of 
power generation unit, it had been decided to take re-test later on 
and the contractor had offered a bank guarantee of Rs. 3 lakhs to 
safeguard the Fertilizer Corporation of India Limited's interest. 
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7.41 The Fertilizer Corporation of India Limited stated in April, 
1971 that based on the guarantee test results and appraisal test run 
in December, 1970, it has been concluded that the contractor has 
been deemed to have met the guarantee performance as per stipula­
tion in Clause 27(i) (a, b and d) of the contract. It has further 
been stated that the plant has been finally accepted as per protocol 
of arrangement, effective from 30th March, 1971. 

7.42 The contract with Mis. Simon Carves provided for penalty 
and -damage at 1 per cent of the contract pricelfor each month of 
delay in commissioning subject to a ceiling of 5 per cent and similar 
penalties for other deficiencies in performance all subject to overall 
maximum of 7 per cent of the contract price. The Fertilizer Cor­
poration of India Limited originally assessed the amo~nt recovera­
ble from the contractor at Rs. 18.58 lakhs (penalty at the maximum 
rate of 7 per cent. Rs. 15.58 lakhs plus claim of Rs. 3 lakhs for ex­
cess supply of materials and acid than what was originally asked 
for). but subsequently settled the claim with the contractor on the 
basis of protocol of arrangement signed by both the parties effective 
from 30th March, 1971, which provides for: 

(i) an adjustment 'of Rs. 5.85 lakhs towards cost of modifica­
tionslto be undertaken by the Fertilizer Corporation of 
India Ltd. and 

(ii) modifications to omake good deficiencies of the monetary 
value of Rs. 7.24 lakhs to be undertaken by the contrac­
tor. 

7.43 As regards the question of the levy of penalty for delay in 
rommissioning of the Plant, the Fertilizer Corporation of India Ltd. 
stated in April, 1971 as follows: 

"The contractor has contended that the delay in commIssion­
ing of the Plant is because of delay in supply I)f equip­
ments by manufacturers on whom they had no control 
anri thus they are not liable to pay any penalty under 
clause 11 (IV) of the contract" "The matter has since 
been discussed by the Committee of Functional Directors. 
The legal opinion obtained in this conectton was also 
considered and they have decided that no penalties are 
levia,ble in respect of the delays in the commissioning of 
the Plant." 
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7.44. During evidence the representative of Fertilizer Corpora­
tion of India appraised the Committee as follows: 

"According to contract, Simon Carves were to hold the test 
within six months. The commissioning was done in July, 
1969 and in February, 1970 they carried out the guarantee 
test in the plant. In this test, they could demonstrate 
the production guarantee. Steam production guarantee 
was also demonstrated. About sulphur efficiency gua­
rantee, there was a dispute. There was a test about an­
other guarantee - I think about power production gua­
rantee. They did not do it. Then they had a right to 
ask for a re-test, but at that time, we were not in a posi­
ijon to -give them 40 per cent sulphur pyrite because it 
was very expensive, and the cost was coming to ov~r Rs. 
400 per ton. So, we were persuading them, to operate 
the plant with low grade pyrite to sort out problems. 
According to their interpretation, the sulphur efficiency 
had been met; and the only thing that had not been met, 
was the power produ~tion guarantee. We persuaded 
them to carry out another appraisal test, with a lower 
grade sulphur pyrite to see whether the plant would give 
the guaranteed SUlphur efficiency. 

This was carried out in December, 1970 and the interpretation 
of the result of this guarantee test showed that the plant 
would meet the guarantee of sulphur efficiency also, 
particularly when we were using 40 peT cent. grade sul­
phur. 

We were anxious that we should do something to improve the 
performance of this plant. The expert committee wluch 
had gone abroad recommended that we should modify 
the roasters to use sulphur along with the pyrites to im­
prove the performance. It was recommended that we 
should invite Mis LUTgi, German Engineers to advise us. 
But we could not do it unless we took over the plant 
from Simon Craves. So after this appriasal test showed 
that sulphur efficiency could be met, a supplementary 
arrangement was arrived at with Simon Carves and .the 
plant was taken over. In this agreement all the defiCIen­
cies which bad come to our notice were enumerated. In 
the case of some, a monetary settlement was arrived at 
on the basis of estimates of the cost for making good the 
deficiency. In other cases, it was left to them to rectify 
the deftcienc1es. Some of the claims of Simon Carvel 
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were waived by themselves, like extra frei&ht and more 
rupees due to devaluation, closure of Suez Canal, etc. 
There were some other minor claims. They had spent 
Rs. 21,000 for registering their contract with the Calcutta 
customs and PPCL did not accept that liability. When 
we examined it" we found that they were within their 
right in making this claim because this expenditure was 
the responsi'bility of the owner. These claims were ac­
cepted and our claims and deficiencies were accepted by 
them. These were incorporated in that protocol arrange­
ments and we took over the plant in March, 1971. Since 
then we have been operating the plant but their men are 
available for rectifying the defects and deficiencies which 
have been incorporated in this. After that we called the 
German engineers who conducted certain tests and we 
found that it was practical to mix sulphur and improve 
the performance of the roasters. Modifications have been 
made and it is being operated with pyrites mixed with 
sulphur." 

7.45. The Committee enquired if there was some delay in getting 
some materials and why the contractor should not be held responsi­
ble for delaying tbe material. The representative of Fertiliser Cor­
poration of India stated as follows: 

"There isa provision in the contract that if there is delay in 
the plant due to delay of equipment over which Simon 
Carves have no control they will nol be liable for those 
delays. This they have been pointing out to us during 
the construction of the project also. The main delay oc­
curred because of the boiler which was ordered with 
John Thomson, a sub contractor. They have had to order 
it here in India because they were not permitted to im­
port it. There was delay in the delivery of the boiler 
which was delivered in December, 1968 whereas according 
to the contract, the plant should have been completed in 
September, 1968. Thereafter, the boiler inspector gave 
the certificate in March, 1969. As per the contract, there 
is a four-month grace period available to them before­
penalties will start. I do not know whether there was 
any penalty clause in their contract, but the correspon­
dence exchanged between John ThoInlOn and Simon 
Carves shows -that Simon Carves were pressing them 
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every time and the other party was only promising and 
so Simon Carves was saying, they are helpless." 

7.46. The Committee were informed in a note after the evidence 
that "the plant should have been commissioned in September, 1968 
whereas it was actually commissioned in July, 1969. The delay was 
explained by Mis Simon Carves as due to the late supply of boilers 
made by Mis John Thomson over which they had no control Legal 
opinion was obtained by the Fertilizer Corporation of India as to 
whether the delay of 8 months in the delivery of the items ordered 
by Mis Simon Carves on Mis John Thomson would justify Mis Simon 
Carves to invoke the provision of clause 11 (ii)-(a) This is repro­
duced below: 

"The time specified in the sU'b-clause (1) of this clause for 
completion of the work is subject to the fulfilment of the 
following conditions":-

(a) The execution of the work by the contractor will not 
be held up by any cause or delay beyond his reasonable 
control, including force majeure conditions as set out 
in clause 37 of the Agreement. 

7.47. The Corporation's Attorney who went through the corres­
poooence exchanged between Mis Simon Carves and Mis Thomson, 
who were to supply the critical equipment, came to the conclusion 
that Mis Simon Carves took all diligent steps, what they could, to 
see that Mis John Thomson expedited the delivery of the boiler 
part. According to the legal opinion, Mis Simon Carves could take 
protection under clause l1(ii) (a) of the contract on the base that 
the delay in the supply of the boiler part by Mis John Thomson 
was beyond their control. 

7.48. In view of the above legal opinion, the Corporation felt that 
no penalty could be levied on Mis Simon Carves for delay in com­
pletion of the plant under Article 11 of the contract. 

7.49. The question of non-levy of penalty on the contractor was 
submitted to the F.C.I. Board in a meeting held on 2-11-1970 when, 
the Board constituted a committee consisting of the following:-

1. General Manager, Sindri 

2. General Manager, P&D. 

3. Group Manager (PID), P. & D. 



4. Finance Manager, Sindri 
• 

5. Project Manager, Sindri 

7.50. The Board asked the committee to give its recommendations 
on the outstanding issue~, including delay in commissioning, and 
submit the same to the Functional Directors. On the question of 
delay in commissioning, the committee observed as follows:-

"The Committee noted that even though the reference to the 
Attorney had been made only for delay in supply of boi­
lers legal advise received is to the effect that in terms 
of clause 11 (ii), Mis Simon Carves is not responsi­
ble for payment of penalty for delay in the commission­
ing of the plant arising out of the delay in the supply of 
the equipments or any other factor by agencies other 
than Simon Carves." 

7.51. Accordingly, considering that the Boiler Inspector's appro­
val for commissioning the Boiler was received only in March, 1969 
the committee concluded that under the contract Simon Carves 
cannot be penalised for commissioning plant, in July 1969. 

7.52. The recommendation of the committee was submitted to 
the Fundamental Directors of the Corporation, who after taking into 
consideration the recommendation of the committee and the legal 
opinion, decided to enter into Protocol of arrangement dated 30..3-71. 

7.53. The Committee were also informed that because of the de­
lay of 10 months in the commissioning of plant additional expendi­
ture was incurred on staff salaries and other benefits which emoun­
ted to about Rs. 6 lakhs during this period. 

7.54. In' reply to a question, the representative of the Ministry 
stated that 'nowadays we are referring all contracts for the advice 
of the Law Ministry ,and these pitfalls are being avoided. In this 
particular contract it was said that if it is held up due to any cause 
or delay beyond his reasonable control, they will not be liable. 
'ntat. gave them the escape." . ' 

7.55. The representative of F.C'!. stated during evidence that "the 
re-test of the power generation unit was not done. So, the Simon 
Carves gave a bank guarantee of Rs. 3 lakhs to ensure that they 
will do so. They have been trying to make some changes on the 
steam system and they have done this test a week ago and it is suc­
cessful except that there are some problems of the instrume!lts. So 



10 

we are insisting that these instruments may be put right. The 
bank guarantee is still valid and we will release it after the improve­
ments have been done." 

7.56. The Committee find that although according to the contract 
the Sulphuric Acid Plant should have been commissioned in Septem­
ber, 1988, it was actually commissioned in July, 1969. Because of 
the delay of ten months in the commissioning of the plant, addi­
tional expenditure had to be incurred on staft salaries anel other 
benefits amounting to about Rs. 6 lakhs, besides the loss of produc­
tion during this period.. The Committee were informed that the 
delay was due to the late supply of boilers by another finn over 
which the main contractor had no controL Unfortunately no pe· 
nalty could be recovered from the contractor because of a provision 
in the contract which provided that the time specified in the cont· 
ract for the completion of the work was subject to the fulfilment' of 
the condition that the execution of work by the Contractor would 
not be held 1Ip by any cause 01' delay beyond his reasonahle cont· 
reI. 

7.57. The Committee regar. to note tbat lteeause of this lacuu 
in the contract, no penalty could be levied on the contractor. The 
Commlttee were assured by the representative of the Ministry dur­
ing evidence that nowadays they were referring all contracts for 
the advice of the Ministry of Law and these pitfalls were being 
avoided. The Commi.ttee hope that such lacunae in eontracts will 
not recllr in future. 

7.58. The Committee are surprised to find that though there was 
dispute in establishing sulphur efficiency g:uarantee in February. 
1970 due to difficulties in obtaining pyrites of 40 per cent S. grade, 
the FCI in December, 1970, with a trial appraisal conducted with 
31 per cent S. grade ore considered that the contractor had been 
"deemed" to have met the guarantee performance. 

7.59. The Committee also find that there were several defects 
noticed in operating the plant during the guarantee performance 
tests and the contractor has agreed to carry out the modifications/ 
rectification of the plant at his own cost, in terms of a protocol of 
an arrangement agreed in March, 1971 between the FCI and the 
contractGr. 

7.60. The Committee are surprised to flnd that full contractual 
liability under the terms of main CGntract had heen finally dischar. 
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pel by meaDS of protocol of 30th March, 1971 even without the Com­
pany ensuring that the defects in the Plant have been rectified to 
the satisfaction of the Management and the Plant is reaDy capable 
of reaching its rated capacity, The Committee are also doubtful 
whether the amounts of compensation provided for under the pro­
ioeol arrangements are adequate and in the best interest of FCI, 
The Committee would strongly urge that this matter should be 
thorougly investigated and the responsibility for the lapses in the 
arrangement should be ftxed, The Committee also urge that it 
should be ensured that aU the clefeets in the Plal1t are set rigbt and 
the Plant reaches its rated caPHity on sthetfale, 

F, Cost of production vis-a-vis profitability 

7,61. The table below indicates the cost of production of sulphu­
ric acid as estimated on a rough basis in August, 1964:-
... --.. -.-------_. __ .. _---.----------

Elements 

-----------

(i) COSt of pyrites 
(ii) Transport and handling chargeR 
(iii) Royalty (7 per cent,) and Sales Tax (3 percent.) 
(iv) Cost of conversion. 
(v) Net return on capital investment (13 per cent), . 

Cost per 
tonne 

Rs. 
S6'70 

22'36 

5'67 
~'62 

23'30 

144'6S 

NOTE: In the estimated cost (1964), there was no provision for Royalty and Salt's 
Tax on the cost of pyrites and the total cost was calculated as Rs. 138 '98, 

7,62, The actual cost of production of sulphuric acid for the period 
1st October, 1971 to 31st March, 1972 is as under:-

I, Cost of pyrites 

2, Sales tax & royalty 

3, Transport & handlil'g charges 

4, Cost of sulphur delivered at Sindrl 

S, Cost of conversion 

6. Depreciation 

Actual cost (Rs.)ton 

1971--'-72 
--- .-------------.-

Case 'A' Case 'n' 
138'30 184'40 

S'ZO 6'12 

%1 '28 21 '211 

S7'97 S7'97 

%%%'7S z69'77 

77'10 

80'30 
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Case 'A' relates to pyrltes 33.3 ± per cent. S'cost at'Rs. 100 per 
tonne pyrites ex Dehri on Sone excluding royalty and sales tax and 
case 'B' to pyrites 33 plus 3 per cent at Rs. 200 per tonne ex Debri on 
Bone excluding royalty and sales tax. 

7.63. The reasons for increase in the cost o·f pyrites are as 
follows:-

(i) Reduction in thickness of pyrites are, 

(ii) Presence Qf, shale and acidity of water oozing through the 
mine resulting in excess wear and tear of machine. 

(iii) Increase in the rates of wages, D.A. 

(iv) Increase in material cost 

(v) Increase in power cost 

(vi) Increase in capital cost of project on account of increase 
in cost of plant and machinery, Initial development of 
mine, devaluation et.c.· 

7.64. The elements on account of depreciation and the cost of 
conversion have also increased the actual cost, mainly due to reduc­
ed level of production of the acid.·· 

7.65. The plant was accepted on 30th March: 1971 and according 
to the Fertiliser Corporation of India Limited, commerial produc­
tion the sulphuric acid was to commence 6 months after the date of 
acceptance. The Commercial,production of the sulphuric acid plant 
was deemed to have commenced from 1st October, 1972. For various 
technical reasons, it was not possible to run both the roasters toge­
ther as explained earlier. It was expected that after parallel crush­
ing scheme is completed by the end of 19731beginning of 1974, it 
would be possible to run the plant at its rated capacity. 

7.66. For the acid produced. during the trial run, the Fertiliser 
Corporation of India Limited has given credit at the rate of Rs. 212 
per tonne which equates the end product cost through acid neutra. 
lisation and gypsum prossesses. 

-.- .. _--------_._-_ .... _-_._--_._._---_._. -_._-- _._- ----.---
-The actual COst was 1-aaed on the anumpt;('n the in crle 'A' the erst of pyr;~s 

wi\l1-e Rs. Tsol- per tonne ex-Dehri-on-SC'ne excluding royalty pnd sales tax and 1ft 
caRe 'B' PRo 200/- per t('nne. 

"At the: t'm" of facrual v~rification, Auc1it inform,d Ifi follows :-
eeln the rq6jJ estimate for pro:luc:nn of sulphuric aei,l, there is nn mention of 

the element of repreciation." 
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7.67. In this connection, the MUlistry stated in June, 1971 as 
follows:-

"The question ot the price to be paid for pyrites supplied up 
to 31-3-1970 is being arbitrated by Shri S. K. Majumdar, 
Financial Adviser of the Department of Mines and Metals 
and Joint Secretary (Finance). He will determine the 
quantities and grades for which payments will be made 
and the rate at which such payments have to be paid. 
His report is expected shortly." 

7.68. The salient features of the Majumdar Report on pricing of 
pyrite supplied by PPC to FCI are as follows:-

"The report recommends prices for pyrite ore supplied to 
FC! during 1968';"~9 and 1969-70 as under:-

1. A price of Rs. 200 per tonne excluding royalty and sale 
tax FOR Dehri-on-sone for pyrite ore assaying 33:t 3 
per cent S. 

2. A price of Rs. 275 per tonne excluding royalty and sales 
tax FOR Dehri-on-son,e for pyrite ore assaying 40 per 
cent S. 

3. The quantities supplied have been reconciled and are in­
dicated in para 22 of the report. 

4. As regardi the quantity of 9,706 tonnes of -- 30 per cent 
ore supplied by PPC, the report recommends that in 
the event of such supplies becoming of use to FCI in 
due course, a fair payment would be due to PPC in 
this regard. Such matters can be determined and de­
cided separately with the price for supplies made from 
April, 1970." 

The matter regarding fixation of pyrite for 9,706 tonnes ore 
assaying-30 per cent is being persued with FCI. 

On the basis of the Majumdar Report, a sum of Rs. 91.19 lakhs 
was due from Fel including royalty and sales tax for supplies upto 
31-3-1970 (excluding the p,rfce for 9,706 tonnes of one assayinp,-30 
per cent S.). Out of this, a sum of Rs. 87.58 lakhs have been received 
from FCI and a ~um of Rs. 3.61 lakhs is due from them as on 30-6-
1972 (including royalty and sales tax). 

FCI has not paid any amount on account of royalty and sales 
~ax so ftir for ~lDy .year.'f' . 
297 LS-6." _'! 
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7.69. The Committee were informed by PPC that "the matter 
of fixing the price of the ore supplied during the year 1970-71 has 
not been settled as the price of the ore to be paid by FC! ~ deter­
mined by Shri S. K. Majumdar for 1968-69 and 1969-70 was not 
accepted by FC!. The pattern of consumption of the ore during 1970-
71 has been almost the same as that of the previous year. The Mat­
ter was considered by the Government in the meeting held on 24-12-
71 and the Government recommended that FCI should agree to pay 
the price of the O'I'e for 1970-71 and thereafter on the basis of the 
price determined by Shri Majumdar. We have received 'on account' 
payments from FCI on the above basis for the ore supplied during 
1970-71. 

It is noticed that the sale of pyrites in 1970-71 was accounted for 
at Rs. 224 per tonne for 34 per cent sulpbur grade ore, whereas the 
Majumdar Committee in its Report of July, 1971 fixed a price of 
Rs. 200 per tonne for 33 plus 3 per cent sulphur grade ore supplied 
up to 31-3-1970. 

7.71. The Fertilizer Corporation of India Ltd. has contested this 
price. In this connection, PPC stated as foUows:-

"PPC Board adopted the price of Rs. 224/- in the annual ac­
counts as this is the price fixed by the Sale Price Com­
mittee. Since Majumdar Award was not accepted by FC! 
and they have not agreed to make payment on this basis, 
there was no choice to PPC Board but to close the final 
accounts on the price as recommended by the Sale Price 
Committee as done in the previous years. On the basis 
of sale price of Rs. 200/- during the year 1970-71, Rs. 8.88 
lakhs has been adjusted in 1971-72." 

7.72. During the course of evidence the representative of the 
Ministry of Petroleum & Chemicals informed the Committee that: 

"the formal agreement could not be entered into because the 
price difference has not been settled. The price is in dis­
pute even after the Majumdar Award, but recently we 
have been told that PPC and FCI have agreed that they 
would enter into conditional agreement subject to the 
price they settled later so that at least the other stipu1~­
tions can form the basis of the agreement." 

7.73. It Is needless for the Committee to polut out that UD~SS the 
coat of produetion of pyrites at Amjbore is hrought down and tbe 
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prl~e at whi~h the pyrites would be supplied by PPCL to Fel s.ttled~ 
tbe ~onomics of the Sulpburi~ Acid Plant at Sindrl would continue 
to be precarious. The Committee note tbat the cost of production 
of sulphuric acid as estimated in August, 1964 was Re. 1".~ per 
tonne, but the actual coet of production was as higb as RI. 427.11 
per tonoe from pyrites of 33 ± 3 per cent S. grade ore aod Rs. 
380.15 per tonne from pyrites of 33 plus 3 per cent S. grade ore. The­
actual cost was based 00 the assumption that in case (A) the cost 
of pyrites will be as. 150/- per toooe ex Debri-on-Sone exc1udio~ 
royalty and sales tax and in case (B) Rs. 200 /. per tonne. A1tbough 
the Mazumdar Award is there, the FCI has not accepted tbe basis 
00 wbicb PPCL is billing them. The Committee need hardly stress 
that Govemmeot should take d~isioo as to wbicb of tbe two grad .. 
of ore they would like Amjhore Mine to provide .lepending on the 
exteot to which they -are willing to bear tbe financial burden so 
that this issue of fixing a sale price is settled witbout loss of any 
further time. 



VIII 

LACK OF CO-ORDINATION BETWEEN P.P.CL. AND F.e.!. 

A. Transfer of the Sulphuric Acid Plant to Fertilizer CorporatioD of 
India Limited, Sindri. 

8.1. Though the Detailed Project Report envisaged the working 
of mine at Amjhore and of Acid Plant at Sindri as an integrated 
project, in June, 1967 it was proposed at the Ministerial level to 
transfer the Acid Plant situated at Sindri from the control of the 
Pyrites, Phosphates and Chemicals Limited to the Fertilizer Cor­
poration of India Limited on considerations of 'capital cost, opera­
tional efficiency and overall management. In August, 1967, the Com­
pany agreed in principle to transfer the Sulphuric Acid Plant to the 
Fertilizer Corporation- of India Limited, Sindri. A final decision was 
taken in December, 1967 which was also approved by the Fertilizer 
Corporation of India Limited. Pending final agreement the Sulphuric 
Acid Plant was transferred de facto to the Fertilizer Corp(1l'ation of 
India Limited with effect from 1st April, 1968. A sum of Rs. 1,97,65,800 
was shown as an advance to the Fertilizer Corporation of India 
Limited, Sindri being the net value of the assets and liabilities in 
respect of the Plant transferred to them in 1968-79. But the Fertilizer 
Corporation of India Limited has not incorporated these assets and 
liabilities in their books. Only the expenditure in respect of the 
Plant since 1st April, 1968 was met from the budget of the Fertilizer 
Corporation of India Limited, and the entire expenditure was shown 
under suspense account. 

8.2. The de-jure transfer of the Plant has not yet been finalised 
as the Fertilizer Corporation of India Limited, Sindri subsequently 
did not agree to take up the Plant but desired to work the Plant 
as the agent of the Pyrites, Phosphates and Chemicals Limited on 
account of unusal increase in the cost of pyrites, which would ad­
versely affect the cost of sulphuric acid to be produced by the Plant. 
The matter was referred to the Government of India for decision. 
The Government suggested in December, 1969 that the Fertilizer 
Corporation of India Limited should take over Amjhore Mines Pro­
ject as their captive unit and also complete the formalities of taking 
over the Sulphuric Acid Plant. In the meeting held in the Ministry 
on 6th January, 1970 when tile representatives of the Pyrites, Phos­
phates Bnd Chemicals Limited and the Fertilizer Corporation of India 
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Limited were also present, it was decided that Amjhore Mine would 
continue to remain with the Pyrites, Phosphates and Chemicals 
Limited and that the Sulphuric Acid Plant would be managed' by 
the Fertliizer Corporation of India Limited and that they would 
complete the formalities of taking it over. 

8.3. In March, 1970 the Fertilizer Corporation of India Limited 
contested that no such decision was taken and the formalities of 
taking over of Acid Plant were still not complete. However, the 
Fertilizer Corporation of India Limited informed Audit in April,. 
1971 that "it has already agreed to' complete the formalities for de 
jure transfer of the Sulphuric Acid Plant subject to certain concfi­
tions." It has further been stated that the' Board's decision has al­
ready ,been conveyed to the Government and Government's reply 
is still aWaited.' 

8.4. The Ministry of Petroleum and Chemicals stated in a written 
note in this connection, as follows:-

The Pyrites & Chemicals Development Company Limited 
subsequently known as Pyrites, Phosphates and Chemicals 
Limited, had originally taken up the setting up the Sul­
phuric Acid Plant. While the project was being imple­
mented, Government decided early in 1967 that the pro­
ject should be transferred to F.C.I, in view of the follow­
ing considerations:-

(1) The P.P.C.was being entrusted with the development ot 
pyrites deposites located at Saladipura in Rajasthan and 
the Company should be made into a wholly mining or­
ganisation. 

(ii) Most of the sulphuric acid produ-ed from the Sulphuric 
Acid Plant would be utilised for the production of ferti­
lizers at Sindri by F.C.I. Further the F.C'!. were to set 
up another sulphuric acid plant based on pyrites at 
Sindri under Sindri Rationalisation Scheme. In this 

connection, a variety of infrastructure ·facilities such 
a6 water supply; railway siding etc. already available 
with F.C.I. at Sindri was also taken into account. 

In accordance, with the above decision of the Government , the 
P.P.C. and F.C'!. took further action to effect the transfer of Sul­
phuric Acid plant from P.P.C. to F.C.I. The Board of Directors of 
P.P.C., in their Meeting held on 26-8-1967, agreed in princ;p]e, to the 
transfer and authorised Managing Director PP.C. to negotiate with 
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F.C.!., the terms and other details of the transfer. The Management 
of the P.P.C. took up the matter with F.C.I. accordingly. 

In November, 1967 F.C.!. informed Government of the position 
regarding the transfer of Sulphuric Acid Plant. The various pro­
blems relating to further implementation of the project were point­
ed out. It was also indicated that due to (he intitial short-fall in the 
utilisation of capacity in the first few years, the plant was likely to 
run into losses, which would have to be borne by F.C'!. An indica-
<I. 
bon was also made to the effect that F.C'!. would rather prefer to 
execute the project as agents of P.P.C. Limited. 

However, In a meeting neld on 15-11-1967 between the officers of 
F.C'!. and P.C.D.C., it was decided that it would be in the over-all 
interest for the acid project to be transferred to F.C'!. Thereafter, 
Board of Directors of F.CI. in their meeting held on 7th December, 
1967 apptbved the transfer and authorised further action. 

The Government informed P.C.D.C. on 18-12-1967 of the decision 
of Board of Directors of F.C.l~- and requested them to pursue the 
matter with F.C'!. and come up to the Government for such appro­
vals, as may be necessary. 

Thereafter, the two companies proceeded to work out the details 
regarding the formalities of transfer. In the discussi-ans held on 
16-4-68 it was agreed that the plant should de facto be transferred 
to F.C'!. with effect from 1st April, 1968, F.C.I. taking over all the 
liabilities and expenses with effect from that date, pending formal 
-signing of agreement for transfer. This was ratified 'by the Board of 
Directors of P.P.C. on 27-4-1968. Accordingly, the plant has been 
transferred de facto from P.P.C. to F.C.I; on 1-4-1968. 

In March, 1969, the F.C.I. informed the P.P.C., that because of 
high cost of pyrites, the working of the sulphuric acid plant was 
bound to be uneconomical resulting in loss to F.C.I. In view of this, 
the thinking in F.C.I. was that the plant should be worked by F.C.I. 
for P.P.C. only on agency basis and should not be taken over on 
transfer. However, a Committee had been appointed to go into the 
whole question. The Board of Directors of P.P.C. considered the 
above proposal of F.e.I. on 28-10-1969, but they did not accept it. 
"The P.P.C. infOl:med F.C'!. accordingly This was also 1?rought to 
the notice of the Government on 12-8-1969 by P.P.C. There-upon the 
'Government calTed for detailed comments of F.C.I. on 13-10-1969. 
In reply F.C'!. forwarded to Government on 31-12-1969 the decision , 
'of the Board of Directors of F.C.I. in their meeting held on 8-12-1969, 
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naDlely th~t F.e.l. sho';lld not,. while running the plant, sWfer any 
loss under aay circumstances but co~tinue to operate the plant on 
no profit no loss basis. Further the F.C.l. should not in any cue be 
asked to pay Mis P.P.C. Ltd. anything more than the break-even 
price. Till such time, as the plant was actually commissioned, the 
F.Cl. may make on account payment to P.P.C. for supply of Pyrites, 
and in the mean time work up the parameters of accepting agency 
on behalf of P.P.C. as well as transfer of ownership. 

The matter was also considered by the Government in a meeting 
held on 6-1-1970. After taking into consideration various factors, it 
was decided that the existing arrangement should continue and the 
position reviewed after three months. 

Meanwhile, the Government appointed a Committee of Experts 
headed by Shri K.S.R. Chari, to go into all aspects of mining of 
pyrites and its utilisation for production of sulphuric acid. F.C.I., 
therefore, informed Government on 9th July, 1970 that a final de­
cision on the arrangements to be made between F.C.l. and P.P.C. 
in regard to the sulphuric acid plant could be taken only.· after the 
report of the Committee was received and considered by the Gov­
ernment and for the time b'@fng the present arrangements would 
continue. , 

The matter was again considered by the Government in a meet­
ing held on 21-11-1970' aiid ft was decided that immediate action 
should be taken for de jure transfer of the plant and that F.C.I 
must finalise this matter in their next Board meeting. In accordance 
with this decision F.C.I. w.ere "requested on 28-12-1970 to take im-
mediate action in the matter. 

On January 23, 1971, the F.C.l. informed the Government that 
the matter was discussed lw the Board of Directors in the meetillg 
held on 5-1-1971 The Board agreed to the de jure transfer of the 
plant subject to the following condlttons:-

(i) The capital outlay invested by PPC on the plant be 
written oft' to the extent necessary to equate to a com­
parable Sulphuric Acid Plant erected to run on Sulphur 
only. 

(U) Government should not insist on use of pyrites alone but 
permit F.C.l.to use sulphur and/or pyrites plus sulphur 
at its option. 
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The F.C.I. were informed in response to the above proposal on 
20-2-1971 that it would not be possible for Government to agree to 
the first condition namely writing oft of capital invested, without 
'knowing the actual implications and the figures involved. In regard 
to the second condition F.C.!'s attention was invited to Government 
sanction issued on 25-1-1971, wherein the Government had agreed 
to the installation of sulphur burning facility in the Sulphuric Acid 
Plant. 

The F.C.I. were again requested on 4-3-1971 to take immediate 
action for the de jure transfer of the plant without any further delay, 
particularly in view of the fact that Government had earlier agreed 
to the installation of ,sulphur burning facility in the plant. 

On 24th March, '1971 the F.C.I. requested Government that Rs. 
250 lakhs should be written of! and the plant at written down value 
should be transferred to F.C.I. This request was considered by the 
Government and F.C.I. were informed on 2nd June, 1971 that it is 
not possible to accept the proposal for a capital subsidy in the Acid 
Plant. ' 

At the time of taking the decision of the transfer of the owner­
ship of the 1l1phuric acid plant from P,P.C. to F.C'!. and its de facto 
transfer with effect from 1-4-1968, F.C.I. and P.P.C. were both under 
Deptt. of Chemicals. However, from 1-4-1969 P.P.C. was transferred 
to Department of Mines and Metals on consideration of the fact that 
it is primarily concerned with mining activities. This led to dtftl­
culties, with regard to integrated operation of the Amjhore Min­
ing and Acid Plant. Considering these difficulties, a view was taken 
that Amjhore Mining Project should also be transferred to F.C.I. as 
a captive unit. However, no final decision in this regard was taken. 
In the meanwhile,the administrative control of P.P.C. was trans­
ferred back to Deptt. of Chemicals, (Ministry of Petroleum and 
Chemicals) in January, 1972, on account of the view that P.P.C. 
produces minerals like pyrites 'Which are used entirely for the F.C.I. 
and which in any case will be used by the industries under the con­
trol of Ministry of Petroleum and Chemicals. 

I 

After the transfer of P.P.C. to the Ministry of Petroleum and 
Chemicals Government asked F.C.!. on 22nd March, 1972, to intimate 
progress in implementation of the decision to transfer the plant de-
jure from P.P.C. to F.C.!. In reply. the F.C.J, have informed on 
10-8-1972 that with the deteriorating financial position of Sindri 
Unit and its overall performance which has resulted in·s loss of Rs. 
S.8 crores during the vear 1971-72 the Board of Directors of F.C.I. 
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pav,e, ,t~Mthe, view that. in order' to reduce any' morefinanefal loss 
ito,F..CJ. at Sindri, .P.P.C. may continue to owrt flb~ Sulphurte 'Acld 
flant and Sindri Unit will consume 'acid at the rate of ~. 202 per 
tonne i.e. an estimated cost on no proftt no loss basis. 

In the meanwhile, the Board of Directors of PPC agaiw passed 
a resolutioo requesting FCI to,4CC'Pt the ,de jure transfer' df the 
Acid Plant forth with. The F.C.I. Board, whicR considered, thls 
matter in the meeting held on 20-21 December, 1972, have reiterated' 
their earlier ltand that the de, ;uretransfer althe plant be completed 
subject to the condition that the aapital outlay made by P.P.C. on 
the plant be written off to the extent necessary for it to be com­
parable with a sulphuric acid plant .erected to run on Sulphur only 
as raw material. 

The Government have not yet taken a final decision in regard t~ 
the above proposal ,of F.C'!. In this connection it may be pointed out 
that the final sale price for pyrites has not yet been determined due­
to factors like low off-take of pyrites, restricted development of 
mine capacity etc. Keeping in view fhe requirements of pyrites after 
the commiss:oning of the Bulgarian Acid Plant, the P.P.C. is draw­
ing up a revised project report for mining of 900 tonnes per day of 
pyrites from Amjhore. At this level of production, the cost of pro­
duction of pyrites is likely to be substantially lower and the price 
of the pyrites based thereon may be acceptable to F.C.!. Government 
therefore, hope to take a decision in regard to the matter soon after 
the receipt of revised project report from P.P.C. and the Hkely 
figures of cost of production." 

8.5. The Committee find that although the Sulphuric Acid Plant 
was transferred de facto to the F.e.1. from 1st April. 1968, the de 
jure transfer has not yet be~n effected inspite of the fact that both 
the undertakings are under the administrative control of the same­
Ministry. The consequence of the non.acceptance of the Sulphuric 
Acid Plant by the F~C.I. de jure is that the operating results of the 
Sulphuric Acid Plant are neither reflected in the accounts of F.C.I. 
nor that of the P.P.C.L. The main reason for this delay seems to be 
the unwillingness of the ~.c.1. to take over the plant because of the 
high cost of pyrites due to which the working of the sulphuric add 
plant would be uneconomical resulting in loss to F.C.I. The Com· 
mittee were informed that the Government hope to take a decision 
in the matter after the receipt of the revised project report from tbe 
PPCL for the production of 900 tonnes of Pyrites per day. The Com­
mittee desire that the Government should take a lIerious n~te of the 
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preHDt sitaatioD tMt .... U~ the eoR ef P1'Odaa.. P7itte1 ore Is 
veO' m.h, t~ F.e.l.it not prepared to pay that price. The CoduDit-
tee .tro ..... y ur,. tbat Gover ...... t should Bad • way oat __ _ 
diately to resqlve thit problem to the mutual _e8t Of PPCL and 
FCI keeping in view the eost of the end produet. The Committee 

. recomm81l4 ~t the de jure tresler should aho be effected seeD to 
avoid le.al and ,roeearal dilleuld .. ia tbe present sita.tien where 
&be plant beIODl' de facto to F.C.I. and de jure to 1'f-CL. 

B. Deterioration of the stock of pyrites at Dehri4on-Soae Rail.ay 
siding 

8.6. Pyrites ore of both 33.:t: 3 per cent S. Grade (B) and 40 per 
cent. S Grade (A) were being supplied to the Fertiliser Corpora­
tion of India Limited, Sindri with effect from 1968-69 as mutually 
8ireed upon, for the requirements of Sulphuric Acid Plant. In 
September, 1969 the Fertiliser Corporation of India Limited refused 
to accept pyrites ore assaying less than 40 per cent. S Grade as 
their requirement was only for 40 per cent. S. Grade for guarantee 
tests of the Plant which were till then not completed. In the mean­
time, the Pyrites, Phosphates and Chemicals Limited had a stock­
pile of 5150 tonnes of IB' grade ore at Dehri-on-Sone Railway sid­
ing upto the end of September, 1969. 

8.7. As a consequence of the Fertiliser Corporation of India 
Limited, Sindri's refusal to accept any more IB' grade ore, the Com­
at Dehri-on-Sone was not benefication, on the expectation that IB' 
grade ore at mine site from mid-September, 1969, but the stockpile 
at Dehri-on-Sone was not benefication, on the expectation that 'B' 
Grade ore would be indented for by the Fertiliser Corporation of 
India Limited in the near future after the guarantee tests would 
be over. Meanwhile, the stockpile at Dehri-on-Sone Railway sid­
ing deteriorated due to rain and other natural causes. In Novem­
ber, 1969 it was apprehended by the Company that about 70 per 
cent of the stockpile might be lost due to deterioration in quality. 
Therefore, it was decided on 4th November, 1969 to start manual 
beneficiation of the stockpile at the Railway siding and to recover 
40 per cent S. Grade ore to t~ extent possible for despatching t~e 
same to Sindrt Acid Plant. The work was done on contract baSIS 
and the final recovery of saleable ore is as indicated be1ow:-

'A' Grade 

'B' Grade 

99!5 tonnes 

602 tonnr -



Above rate ot tecovery was abnormally low as compared with 
the rate of recovery achieved during the year 1969-70 at mine site, 
viz., 66 per cent. On this basis, the loss on account of less recovery 
worked out to Rs. 5.73 1akhs (including extra expenditure on bene­
iication of deteriorated ore Rs. 0.18 lakh). 

8.8 In this connection P.P. & C.L. in a written note stated as 
follows:-

"FCI had been taking 30-36 per cent grade ore for working 
the plant and they had not mentioned any technological 
difficulty in using this grade ore. They had only asked 
for small quantities of 40 per cent grade ore for complet~ 
ing the guarantee tests. Accordingly, when their re­
quirement of limited quantity of 40 per cent grade ore 
was received there was no reason to believe that. they 
will refuse to accept 30-36 per cent grade ore after sup­
plying the limited quantity of 40 per cent grade ore. 
Even in the meeting held in ·the Ministry in Au,gust, 1969, 
it was decided that FCI will' continue to draw 33 per 
cent grade ore from PPC and not allow their stock at 
Sindri to go down below 15,000 tonnes. It was under 
this back-ground that the Company expected that the 
despatch of 'B' grade will resume and it will not be de­
sirable to beneficate this material. But unfortunately 
the trials of the plant were delayed and the 'B' grade ore 
lying at the siding could not be despatched anit In the 
meantime it got deteriorated." 

P P & C L further stated that "no fool-proof precautions can be 
taken to avoid deterioration of stock pile of pyrites. The Company 
bad spent about Rs. 40,000. for transport of ore to the Siding and 
in case this ore is beneficiated for 40 per cent grade the recovery 
would have been about 56 per cent and the transport cost incurred 
on the balance amount would have been wasteful. Had FCI taken 
30-36 per cent grade for which there was all the chances after the 
limited supply of 40 per cent ore was completed this wasteful ex­
penditure could have been avoided. Moreover, there was not 
enough organisation available at Dehri-on-Sone for undertaking 
the beneftcation work as well as enough space was al90 not avail­
able. 

Pros and cons of beneficiating Railway siding stock pile were 
'Considered by the management from time to time and only after 
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considering the pros and cons the management decided to beneftcate 
in November, 1969 this ore as FCL was not accepting the supplies 
of 30-36 per cent grade ore."* 

" 
8.9. The Committee enquired as to when the quantity of ore 

after beneficiation was despatched to F.C.I., and how the balance 
quantity was disposed of. They were informed that the quantity 
of 'A' and IB' grades ore was despatched to F.C.!., immediately after 
it was recovered and when the supplies were resumed. Subse­
quently a recovery of 108 tonnes of ore was effected making the 
total recoveries as 995 tonnes of lA' grade and 710 tonnes of IB' grade 
ore. The rejections after this recovery were inescapable and had 

,been disposed of as rejects. 

8.10. Asked whether there was any agreement between P.P.C.L., 
and F.C.!., for clearance of 'B' Grade ore the P.P.C.L., stated that 
the are was being supplied to F.C.!., on the basis of their require­
ments and the undertakings between P. P . C ., and F. C . I., in the 
various meetings. No formal agreement for supply of are was 
drawn between P.P.C., and F.C'!. P.P.C., Board at its 76th meeting 
held on 9th June, 1972,' decided that an agreement be signed bet­
ween P.P.C.,' and F.C,!., for this futUre supplies of ore. 

8.11. DUring evidence the Committee desil'ed to know the rea­
sons why F.C.I., backed out from their commitment to draw 33 
per cent grade ore from P.P.C.L., and allowed their stock at Sindri 
to go down 15,000 tonnes. The representative of F.C'!., stated 
that' "this problem arose in early days when we were commission­
ing sulphuric acid plant 30-36 per cent sulphur pyrite and quantity 
of 40 per cent were also brought for guarantees. Tt is oecause 
there were lot of problems which were coming up in the plant work­
ing with 30-36 per cent pyrite. Simon Carves were not keen to 

. run plant on low grade pyrite and as such we were reludant to take 
more of 30 per cent grade pyrite from P. P. & C. Even at Sindri 
'~'e did not have space to stock pyrites." 

8.12. The representative of the Ministry of Petroleum and 
Chemicals informed the Committee that "the total stock received 

*At the time of factual verification, Audit informed as fol1ows:-

"In response to FeI Ltd.'s demand of August, 1969 for 6000 
tonnes of 40 per cent S grade ore for guarantee tests, t~e 
Comnany intimated that it could complete the supply m 
about 2! months time at the rate of 2,500 tonnes per 

, months." 
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was 5150 tonnes. 1705 tonnes got retrieved and 3445 tonnes got de­
teriorated. The question of bearing the loss is under dispute bet­
ween F.C.!., and P.P.C. '1'he formal agreement could not be en­
tered into because the price difference had not been settled. The 
price was in dispute even afer the Majumdar Award but recently 
we have been told that P.P.C.L., and F.C.I., have agreed that they 
would enter into' conditional agreement subject to the price they 
settle later so that at least the other stipulation~ can form the basis 
of the agreement." 

8.13. The Committte are distressed over the loss of Rs. 5.73 
lakhs suffered due to deterioration of the stock of 5150 tonnes of 'D' 
grade pyrites ore at the Dehri-on-Sone railway siding. The stock 
bald accumulated at the railway siding because of the refusal of the 
F.C.I., to accept the '8' garde ore, in spite of their acceptance in the 
meeting held in the Mmistry in August, 1969. When tbe P.P.C., 
were knowing that the acid plant was capable of· operating on 40 
per cent. S. grade only, the P.P.C., shoulid have taken immediate 
action for tbebenefication of ore and despatched them rather than 
allowed them to remain. It is regrettable that instead of taking 
prompt action either to persuade the F.C.I. to accept 'H' grade ore 
or to beneficiate it to improve its quality, as was done subsequently, 
the ore was allowed to accumulate at the raflway siding resultin2 
in its deterioration due to rain and other causes. The Committee de­
sire that the reasons for this lapse should be investigated and res­
ponsibility fixed. The Committee also urge that there should be a 
proper coordination between the two public undertakings in res­
pect of production, oft-take and transport of the pyrites and a firm 
agreement for the supplies finalised between the said undertakings. 
so that neither party fails to fulfil its obligations. 

8.14. The Committee find that. as the issue price of pyrites ore 
has not yet been settled, the-:question as to who should bear the loss, 
the PPCL, or the FCI, is still under dis~ute. It is strange that 
while there has been a loss of Rs. 5.73 lakhs to the national ex­
chequer, neither of the two Companies is prepared to accept it and 
it has not been shown in the accounts of either of them. The Com­
mittee desire that this matter should be settled expeditiously. 

C. Deterioration of Pyrites Ore supplied to the Fertlllzer 
Corporation of India, Slndrl 

8 l!l. 46.691 tonne~ of pvrites were received bv Fertilizer Cor­
poration of India Limited, Sindri durinll 1968-69 and 1969-70 out of 
which 31.383 tonnes were consumed in the SulphuriC Acid Plant 
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during 1.969-70 for trial runs. The balance of 15,308 tonnes of 
pyrites, valued at Rs. 34, 28,992 @ Rs. 224 per tonne, was lost as 
6,791 tonnes were found short on physical verification on 31st 
March, 1970 and 8,517 tonnes were considered unifit for use due to 
long storage,. The loss of Rs. 34,28,992 was not reflected in the 
accounts of either the Pyrites, Phosphates and Chemicals Limited 
or the Fertilizer Corporation of India Limited, Sindri. 

8.16. The shortage and deterioration of the material have been 
explained by the Fertilizer Corpora.tion of India Limited as due 
to prolonged storage, receipt of completely wet materials during 
monsoon, transit losses and supply of low quality ore by the 
Pyrites, Phosphates and Chemicals Limited contrary to the under­
standing with them. 

8.17. The Management, PPCL in a written note stated that the 
dispute regarding the quantity and the price of ore supplied by 
PPC to FeI was referred by'" the Ministry to Shri S. K, Majumdar, 
Joint Secretary, Ministry of Finance, on the basis of which Shri 
Majumdar has recommended that the following quantities of ore 
have been supplied by PPC to FCI:-

----------. _ .. _--_ ..... _._-_ .. _------
+-40 % sulphur grade 

33 ± 3 % 'S' grade. 

30 % 'S' grade 

TOTAL 

16,280'89 lonnes 

20,869'27 

9.706'00 

. 46,856 '16 " 

8.18. On the recommelli9tion of Shri Majumdar F.C.!. has made 
full payments in respect of 40 per cent '5' grade ore and 33 per cent 
grade ore at the rates recommended by Shri Majumdar in his 
report. The prke of 30 per cent '5' grade ore has not yet been 
settled. Shri Maj'imdar has recommended that a fair payment is 
due to PPC if this ore becomes of use to FC!. This issue of fair 
payment has Dot yet been settled with FCI. The price of Rs. 124/­
per tonne has been taken for this low grade ore as per the decision 
of the Board of Directors and the difference has been adjusted in 
the final accounts of 1970-71 .. On the basis of Majumdar report the 
incidence of loss resulting from storage or ore becoming uniflt due 
to long storage should be borne by FeI. 
------------ ' ------------------------
"'At the time of factual verification Audit informed as foUows:-

"The dispute regarding quantities did not form part of the 
terms of reference for arbitration." 
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8J9. About ihortageldeterloration noticed in respect of supplies 
made. during 1970-71 anel 1971-72 the Management of PPC stated 
tha.t "FC! has informed that during 1970-71 and 1971-72 the shortages 
in weight and wagons Dot received are as under:-

----
1970-71 1971-72 

M. T. M. T 

Shortage. 2,403' SO 392'21 
Quantity not received 93 '20 171'20-

The shortages in weight are not shown on the basis of RR 
weight and actual weighment of the w.agons as received at Sindri. 
The shortages have been computed after the weighment of the 
trucks done by FCI after unloading the contents from the wagons. 
In respect of the quantity of wagons shown as not received, the 
R Rs. are in the name of FCI and as such, the shortages are attri­
buted to FCI." 

8.20. In reply to a question if the Pyrites Phosphates and 
Chemicals Ltd., accept the statement of Fertiliser Corporation of 
India Limited that supply of low quality ore was contrary to the 
understanding with them. The Management of PPC stated 8S 

follows:-

"PPCL does not accept the contention of the FCI that the 
supply of ore has been made contrary to the understand­
ing. All supplies have been made of the ore analysing 
between .30 per cent-36 per cent.. The grade of some 
quantity of ore has fallen marginally below 30 per cent 
"S' on the basis of the sampUng of the ore done at Sindri. 
The despatchable grade of pyrites ore (30-36 per cent) con­
sists of pyrites (specific gravity 4.0) and shales (specific 
gravity 2.6) which are hetrogenous materials. The size of 
the R.O.M. ore despatched range from 0-10". Thus during 
transport, unloading from wagons handling and stack­
ing, seggregation of these two materials takes place and 
while taking samples at Sindri, some of the ore analysed 
below 30 per cent. There are no standard sampling 
methods by lSI for pyrites ore having this type of 
hetrogenous contents and as such, the s!lmpling of the 
supplies was provisionally agreed' to be done based on 

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

-Not vetted by Audit. 
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the sampling of run of mine are. It will thus be seen 
that the ore which hll6 analysed below 30 per- cent hu 
been due todiftlculty of taking proper samples of the 
are and as such no responsibility for the same can be 
fixed." 

8.21. In this connection the Ministry of Petroleum and Chemicals, 
In a written note informed the Committee as follows:-

"The supplies of pyrites were started from May, 1968 and 
according to the despatch advices of Mis PPC a. total 
quantity of 15704 tonnes of pyrites was despatched upto 
end of March, 1969. As there was no consumption of 
Pyrites, formal stock taking at the end of the financi~l 
year 1968-69 was not carried out by the Fertiliser Cor­
poration. However, just before start up of the plant, 
physical stock verification was conducted on 13th May, 
1969. Stock verification was carried out by measuring the 
heaps which were located at different places and were 
irregular in shape. The book stock of pyrites on 13th 
May, 1969 taken on the basis R. R. weight was 20,178.6 
tonnes. Verification of physical stock by volumetric 
measurement showed the quantity as 15,538.4 tonnes. 
Thus even before the plant was started up, a shortage of 
4640 tonnes of pyrites in Stocks was noticed. 

The consumption of pyrites was started in July, 1969 and upto 
end of March, 1970, total pyrites consumed was 31,383 
tonnes. TofRl-l'ece1pts of pyrites starting from May, 
1968 to March, 1970 as per books of account was 46,690 
tonnes out of which 31,383 tonnes were consumed in the 
plant. Thus leaving a book balance of 15,307 tonnes. 
Stock verification of the ground stock were carried out 
by volumetric measurement and the survey showed a 
shortage of 6791 tonnes. This s~tage was inclusive of 
the shortage of 4649 tonnes noticed in May, 1969. 

For the year 1970-71, the stock verification carried out sho­
wed that there was no shortage when compared with the 
book balance. However, for the ye~ 1971-72, the survey 
of the ground stock showed a shortage of 1984 tonnes 
when compared with the book stocks. This would rough­
ly represent 3 per cent of the despatches of pyrites made 
during the year 1971-72. 
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·kegu-dinJ -v..etiftcation of the quantity of pyrites received' at 
Sindri the ,position was explained below:- -

.M/s. PPC were loading pyrites at Dehri-on-Sona. on the basis 
of volUmetric-measurement only as there are no' facilities 

. for weighing the railway wagons. During the year 1968-
69 and part of the year 1969-70, there were 110 facilities 
for weighing the railway wagons ,at Sindri also. In -view 
of this the receipts ,were ,being recorded on the basis of 
RR weights ana only occasional checks of the volume was 
being -made. . The supplies received by trucks were being 
weighed and nO' discrepancy was found. The total 
quantity of pyrites despatch during the 2 years of 
1968-69 and 1969-70 and receipts as recorded by FCI were 
reconciled and it was found that there was a difference 
of only 262,01 tonnes.97:5 'tonnes out of this was attri­
buted to the '4 missing wagons and balance due to dis-

'crepancy in recoroing tire weights from RRs. 

8,22, For the year 1970-71 onwards, the wagons received at 
~Sindri are being weighed and following is the position about the 
'quantity despatched by PPC and -the receipts at Sindri. 

Quantity 
despatched 
by PPC 

1971-72 33897'60 

Pyrites of23-27% 995'80 
'grade for experimental 
purposes. 

--------

Receipt at Sindri 

33+3% Below:o% 

31613'18 3039'84 

32669'59 682'40 

877'36 

Si'ortage Quantity 
in transit in missing 

wagons 

24°3'501 46'74 

399'21 146'40 

94'°4 24'40 

8.23. It will be seen from the above that apart from the quantity 
in the missing wagons, shortage in transit during 1970-71 was 6,5 
per cent which C!ime down to 1.4 per cent. in the year 1971-72. 
"During the current year, occasional shortages in wagons are being 
noticed and these are being brought to the notice of MIs, PPC, 
Arrangements have 'been made for joint inspection during loading 
at Dehri-on':'sOne and also to. verify the bulk density figures jointly 
°to reduce the discrepllnCies, 

. 8,24. Shor,tagesfound at the time of annual stock veriftcation 
-eould be. partly attr!buted to . the receipts of .the wet material and 

297 LS--7, 
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'PartlY to t'h ii:~t\.trai d~t Statio'll 'of 1>~~. 'M1'6r GgRs ~oW:d also 
be attributed to 111co¥rect 'co k'61n ion estfiWa es ~a :tfcu1'1rly during 
the initial c~mmissin . '0 ·the plant when the sul~hurous ~ases had. 
t o 'be I 'eM'e ·o~ r;umerou~' oc~~' toiis. ~~e~n no~ lbet~ is no 
J Jo H .".'.l. I h · b J.\ ... ..,.. ...... l~ .. ':1 " "~ J ,", \U ,t II 

accurate system of detertnini~g t e exact consumDtlon of pyrites-
~'l;' 1"'. )' I • "'~ f U ' \ I IJl • f. ''''1 wruch has to be estimatea an ,c'owd give rIse to errors in stocks. 

(I) Facilitie1;' ha~ ~en -pro'video;l fo1- weighing the wagons .. 
as they ar~ recei\t~d and di"Screpancies in despatched' 

eights ~nd weights received ~re' reconcileB with M/s_ 
PPC. 

(ii) 

. . . 
Arrangements have been made for occasional checking, 
at the bun density 1lfU lis wn~cb vary witn toe size dis­
tributIon ana sbale co 'ten 'of t~ ',pyrites. 
r '..... .. J ,. "..1 ... .:,... , .... Y .. J t.. t to' 

(iv) Material as received is now taken to a covered storage· 
so that it does not -get wet during rains. 

(v) The stocks are itei;5t low Slll" that tHere is no deterioration" 
during storage. 

(vi) As far as possible closed wagons will be used for trans­
port of pyrite's during the rainy season. In case of o~en 
wagons, arrangements wflr be provided to cover th 
wagons with tarpaulines." 

8.26. During Uie eVIden ce, the "represEm a Ive of the F"erfITizer 
Carporatron of India inforined the Committee in this regard as 
lollows:-

10 .. I ... ~ ..~. 1 _ ~., J .. 4 I 

"We tri d .t . find out J:!le .r~asons~ whi<;h woul~ att"iibu~ to 
th .. e 10~s. p~t iti,s difficult to Nl<tcatEt b~au~ of weJ-py­
rites cO?ll~ .ffi, b~ausEt- of ~. 'ora e out~ide an!l nQ cover.­
~~ sP'!f.e ~yag~bi1ity . . Th~e~ cQve:e~ spac,e ~vaq~6 e . iW~ 
for 7,'000 tonnes and we 'nad 0 ~~oc ~~e, py.f ites .O}!tSi4e. 
I might explain that PPC's cailacity even In 19 9 was 
~imi~t~ci. ~nd theL wWilJed Ilthat W~ , shou!d stlirt t~king 

, i"n ~~a~~ce ~o th,at ,the :i1n~~ sulp~Uric , ac~~ . pla.~t start~­
commissloning we :had built up stocKS oec use !llere was 
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';0. l ' .r.l, '" . ", ,..; 
".1111 ss iiI ~av~ . 0 be re ai, fo . ."tje 9 a. supply of 46,6~1 

<Of pyrltes w lC~ was; ;:ece~v~ for :p\U'jl~se~ . 9f 
stock during over l. period 0 two years, so that the 
plant could ,be supplied with pyrites when ~t went into 
.operatjon. . ' ~ th~ 0 ers;tioI}\ w~ ~iayed, th'e pyrites 
-..yere expos~d. t9. p.attj.1re, Jp. thi.s ,31,363 ~on~nes were .fully 
u.~i1i~ed. ,At the e':t9 f th.e ye~r period, .when verificA­
s;atiq s ?o~:, i ~as !o\1nd thjlt ouj 9£ the :temain1n;g 
15,308 tonnes, about 6,791 tonnes h{ld been wa~he'd away 
because of crumbling. The re~aini~g 8,157 tonnes had 
deteriorated au~ to e:xl?osure to the weatlrer ere., and 
were not fit for use." 
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D. CoDirad with Bulgariu firm for expansioD of Sulpburic Acid 
Plut 

8.29 In March, 1968 the Fertiliser Corporation of India Ltd., 
Sindri entered into a contract with a Bulgarian firm for another 
Sulphuric Acid plant based on pyrites to be installed at Sindri un­
der Rationalisation Scheme. The value of the contract for supply 
of materials, equipments, etc. was Rs. 2,16,15,000. The Plant was 
designed to consume pyrites ore of 43 per cent'S' Grade on dry basis 
(which is beyond the capacity of Amjhore Mine) for production of 
8S0 tonnes of sul*1,lric acid per day. 

8.30 In January, 1970 it was decided by Government that, in 
view of the uncertain economics of producing ore of the required 
quality and quantity from Amjhore, the Fertiliser Corporation of 
India Limited should not go ahead with the installation of the Bul­
garian Plant, even if received in the country, till all the problems 
at Amjhore were sorted out. 

8.31. It was also decided to set up an Expert Committee to exa­
mine what grade of ore can be produced from Amjhore Mine on 8 

regular and sustained basis. 

8.32 In March, 1970 the Board of Directors of the Fertiliser Cor­
poration of India Limited, however, while approving the proposal 
of modifications of the above plant to use sulphur as raw material 
as an alternative arrangement, desired that the capital investment 
estimates might be critically examined and also to refer the matter 
to Government for a decision whether further construction work 
for implementing the Project might continue at Sindri. But on 12th 
May, 1970 Government decided again that the Fertilizer corpora­
tion of India Limited should go ahead with the installation of the 
Bulgarian Acid Plant bas sed on Pyrites. Meanwhile, a Study Team 
was sent abroad to find out ways and means of utilising Am.jhore 
pyrites by the Acid Plant. 

8.33 As per Study Team's recommendation accepted by the Ex­
pert Committee, the Plant will work with low grade ore mixed with 
elemental sulphur. 

8.34. As regards the stipulation of 43 per cent.'S' Grade ore and 
the supply of equipment by the forei_; supplier, the Fertilizer Cor­
pOration of Ihdia Limited stated in' April, 1971 as follows:-

(1) ·'Initial technlcal discussion on the Bulgarian contract was 
started as early as" March, 1967' and Fertilizer Corpora-
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(ii) 
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tion of India Limited entered. into the contract with MIL 
Techno Export on 30th March, 1968. Bulgarian ofter was 
based on the pyrites analysis of 42.8 per cent'S' content 
indicated by Mis. P.C.D.C. at that stage." 

leAs per original schedule the material supply was expec­
ted between fourth quarter of 1969 and third quarter of 
1970. Clearance for import from thE' Gpvernment was 
obtained in March, 1970 and the first consignment was 
shipped by Mis. Techno Export on 22n.d March, 1970." 

8.35 Asked as to how the Bulgarian Plant was C'onsidered for 
pyrites of higher sulphur grade, the Managing Director. F.C'!. stated 
that: 

"From our experience with the Simon Carves Plant, it can 
only process granulated product that means it is not fine 
and it cannot process beneficiated pyrites but it requires 
granules of 3 to 5 M.M. But after having experience (If 
the nature of pyrites that are available from Amjhore 
and also basing on the Bulgarian Project for sulphuric 
acid for rationalisation on the basile of 50 per cent. im­
ported and 50 per cent. pyrites from Amjhore we took 
the decision that the plant should be verstile enough and 
should not restrict its operation only to one type of py­
rites i.e., granulated. The Bulgarian Plant can take a 
wide range of variety, it can take fines and it can also 
take granules. The only thing is that the hearth has to 
be designed in such a manner and provision has to be 
made such that depending on the nature of pyrites and 
its quality, it can be adjusted. So we have made all the 
adjustments in the Bulgarian Plant whereas in the earlier 
plant of PPCL this arrangement had not been made." 

8.36 Asked whether the Government were aware that in the 
world, there are sulphuric acid plants which use low grade sulphur 
and whether the Management of p.P.C.L. gave any assurance to 
Government either orally or written that they would supply 40 per 
cent. grade, the Managing Director of F.e.I. stated that:-

"When we planned for Sindri, ow- W'l'ote to the PPC and they 
gave us various analysts. .\t that time ..... information 
was not available to P.P.C.'. We enquired from them as 
to what was the percentage available. They gave the 
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8.37 Asked as to what W9ul~ h~~en, il~ they get on,1): 29. per cent. 
Igrade from Amjhore pyrites the Nt~aE!ing nirec;tor E.<;:'I. explained 
that: ,r1 r f 'f I '1 ' , 

"We };lave taken aotiol}, in the matter. We have been expec-
, • i .... 

te.';i of tl}i afJ;er alJ th.ese experience that Amjhore pyri-
~~. mfl I}qt l?e able ~o give us the adequate purity of the 
J(yri~e~ ~nd t4er~fore, a decision has b~en taken by FCI 
W 't~e th~s~ low gf iide pyrites (33+3 per cent) mixing 
wi~h imp'Ol'1jeC\ sl,l,1,phur so that average sulphur quanti-
J • , • 

tfes giv~ t.Q.e tecl],no1pgical performance .. .. . If it comes 
down ~o 22 per cent. then as a technical man, it will not 
ge ~ort:.ec\ for me to say, it can be processed or there is 
lj}f¥h_ood, ~t cann9t be Erocessed. But this has to be done 
by apt,IJal plpn perfo~mance . ... By a letter dated 8th 
¥~y, L9QJ Ule ljIPCL has given us the analysis of the py­
ri~s tp~t t~ey wiU supply 42.8 per cent. su1phur." , 

l~ 'f~s add, d QY a rep'resentative that "we came to know ab­
out the availability of low grade pyrites only ill March, 
1968 when. we have finalised th; contract for B~lgari.an 
Pl~n~ apcJ. it wa only iq 'Maroli, 1~ tliat tli;y tOld .. us 
that tne pyrjtes' ore forom the mine will be ot:1iy 3~ per 
cent. Q.q it will require beneficiation to upgrade to 40' 

_ ... .. ft '" • 

p~r. c l}t.': 

On bing asJced on wh~t basis the P..yri~ Phosphates and 
emlc~1s~ Lt,d. il'!dicated to Fertilize Corporlrtlon of India the sul­

"hur ~onten~ of, pyrite ore at 42.8 per cent. 'especially when it was 
r~a.1is by the Py it~s Eho!>phates and. Chethicals 'Ltd., in May, . 
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'1~,64~ tf,at~ht'~: '~o~~a 'p;oduc~ ore of 36 per c~nt. sulphur 'grade,J ·,oru tn~ ganagement of !,p~ stated' ~ un f:11'* 1) 
.J ~ ~ ' 'H 'r-l ;trl't"·· .. ~ tL .... '" "l ff. N"r.;;t ~ r4 <f-,+" "". ~ ! 

~'P.B9' had ':indicated pyrites ,seam analysis 0 the. pyrite ore 
. to FtI1.n, response to thequerY \ ~Qtn' Eel in' ~pril, 1961 
, fer ijIls_talling ~a sulpJ;iul:ic Actd JaW tat 'Durgapur. In 

~atch, 'X968 ' in ,the ' meeting heI4 wit:h, the M.:l!>., PPC & 
G.M., FC! it .was indicated that the grade of the run of 
riiine '"'ot.~ will 'be only. 36 perf cent. ~ ..... '''1' 

.. I ~ .~(. ~~.. j; 

a.;W, PA ~8t4 May' ;~ IMl \~e , m~tifAg hf!: d ," ;itj\ M.O., P.C.D.C. 
'1pld ~lJP~~. @r..9,duq~iop), :t~~ ~sIr: :g&i~, .~. wfJIl ~~~~.ed that due 
tQ, tIt,Umj g,~ (l,ft BYr~t~~ qe~, tn . 8't~.~~.o ~Wl:~! ~ll;e gre will be 

- ~p.-"i:W p~'r c~nt II ;~ ijgJ?q wg~ not e~ q.l;I, ':, .. gHrt;.lj\~(~. a ,minimum 
'~ aQ p~z:. c~1d~. 'q' q9,vte!f.:~ in rp.~ 9f xp.lf1t OtlV I jN~~ therefore, 
considered ~b:at tl)~ \le.n.e.f~,cifo~on of. III . ep, 9;~ ' ~t~or,e is inesca~ 

"pable i.f pyrite grade of 40 per cent. '8' content is to 15e supplied to 
,tb.e 4c~4 ' ll~t" 

IMO. I~ -s b§,~q\lel?:~ note, the: Mi~~Vi~ 0; P~tr0, JMll. I(d Chemi-
(c.aI.!) .stat~C!< ~~ t}}~ 9~:gm.EtcJoB ~ fO!\<QIWS,:,- ' 

"11~~ 13~~a~Ja .t '~l~~1fric ~ci9 ~l~~t i~,' ~es~~?~~ to process 
Pllt~1 0 ~?:Y 0 1 e qf f V:f~~~e~: of C~~~~~ltlOt; and chara­
t~, jsti,$W f;:~~,: , ~~t 0...£ !?P slbl~ ~eed,~oc~ wpich were 

. s1fRR e~ ~o l'1l~. T~1pnoe~pr~ ~~~?~~,; 
' 'rhe reierenceto 4'3 per cent. sulphur grad~ on dry basis is 
. ,,\; 0;Ji~ i~" reg~rd "'-to, llhlt np of effic~encies and specifio con­

"sJrgpffons "'Wltll the" c'li,padtY" and otb.er guarantees. 
6~igihallY" it W~s efiVisaged thf1t the pIant may have to 
ofe"fi. e ~rtly "oH idtported'· pyrites and partly on indige-
nod's " pyt{tes.~ The Bgure ·for sulpl:ull' content would in 
'm.i~ c tex~ 1 app~ar ~ reasonable . . The COE-tract with the 
Bulgarian Technoexport was approved 15y the Govern-
ment of 'lnw'a on 2.7-7-68. The basis of design for the 
pl~rtt as arteaaY·indica ed abo e would ma'ke ~t cle~r that 
'file" co1ttrYct plant was ' intended 0 u,tillse pyrites feed to 
anY,, 'o¥/"the' an''!lysts ' and :from div:e Se soUrces as per data; 
l~an~t:i1J 'at ,"therl'time" negotiations were COI;\ u ted. Bul-

~ ", gm. an··plan't~ S',1ppliets 'W"l!re 'con:sulted on t,l:!..~ possibility 
g 'uSfhg :leaher"PYfifes. They inHicat~,d ~a~ t eir operat­
iltg . r.~et~~:>-~,?"~s ~ nii~a !t,O us~ of pyd e,s with not less 

"t .~ ~? P~f ~e~t. s,ulphur and ~e~ce tiey. would not be 
: ~~ '11. ~.o,~~lon ID~ giV~ a~y auth~~el d~ta QP- R:rformance 
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guarantee. on \lie of IeaneI' ore· in the' I'Dastemof. their.: 
designs. However, since Lurgi consultants indicated poe-. 
sibllities ofualng the routers with a mixed feed of sul-· 
phur and pyrites and this waa verified ill the Simon Car-· 
ves acid plant, a decision was taken to go ahead with.. 
the Bulgarian plant on the basis of using. thil practice. 

PPCL are reported to have fUrnished· the grade of pyrites as; 
42.8 per cent. S. in 1967 in response to queries of FCI for 
setting up an acid plant in DurgapW'. This analysis was 
reported to have been furnished by the· company. on the, 
basis of the data available with them. The company got 
conducted beneficiation tests at National MetaUul'gical 
Laboratory and reported that the run· of mine ore can be-
upgraded to 41.64 t-o' 43.29 per cent· S' content. 

The contract with the Bulgarian Technoexpol't provide for 
complete supply of design documentation for the sulphu­
ric acid plant (within battery limits) supply of those· 
equipment which are not within the indigenous manu­
facturing range, the supervision of erection and commis­
sioning and extension of guarantees with penalties for 
performance norm set up in the contract on the opera­
tion of the plant. The contract does not include detailed; 
engineering assemblies at site, the offsite facilities which 
are required to be put up along with the plant the supply 
of indigenous equipment, the execution of civil works and 
erection etc. There have been some delays in the ship­
ment of main equipment but FCI have reported that this 
has not in any way materially affected the project com-· 
pletton schedule since imported equipments supplied to 
the site has not been the main hold up in completi-on of 
the scheme. 

Decision has been taken to locate the plant at Sindri and to 
operate it with low grade are from Amjhore mixed with 
elemental sulphur. The equipment supplies received to­
date from the foreign contractor are all at Sindri. Since· 
there are delays in receipt of indigenous equipment, it 

. is unlikely that imported eqUipment can be installed and 
the plant completed to take the guarantee tests within 
the periods stipulated in the contract. The question of' 
extension of guarantees is to be taken up by FCI with 
,the Bulgarian Technoexport. The present assessment· is.;' 
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that the Bulgarian Plmt would be coromiIBioned by April,,· 
1974. 

The feasibility report on Sindri Rationalisation hoject, 
(March, 1967) had envisaged utilisation of about 110,500 
tonnes of Amjhore Pyrites (43 per cent S) and about-
114,000 tonnes of imported pyrites (48 per cent. S) 
Though it was anticipated at that time, that the use of 
imported pyrites would be resorted to only for the initial 
few years, till such . time that the Amjhore Pyrites would 
be available to meet the full requirements, the profitabi­
lity calculations were projected on the basis of part use 
of imported pyrites, for conservative purposes. [The' 
imported pyrites at :as. 217 per tonne (~ per cent S.) 
worked out to about Rs. 450 per tonne equivalent sul­
phur, while the Amjhore pyrites at Rs. 94.71 per tonne 
(43 per cent S) worked out to only as. 220 tonne of 
sulphur]. But, subsequently with the increase in price 
of Amjhore Pyrites and the inferior quality Its. 187 per 
tonne at Sindri for 24 per cent S. as indicated by Chari 
Committee the cost worked out to about Rs. 788 per 
tonne of equivalent sulphur. While there has been no 
change from the previously envisaged prices of import­
ed pyrites (Rs. 100 to equivalent sulphur) there has been 
in the recent years a downward trend in the price of 
sulphur in international market. As a result, it has 
been considered advantageous to upgrade the quality of 
Amjhore Pyrites with sulphur (at Rs. 380 at Sindri) rather 
than with imported pyrites. The upgrading of Amjhore' 
pyrites becomes necessary since the plant is designed to· 
process pyrites ares down to 39 per cent S. without any 
reduction in capacity. and the use of 24 per cent S. ore 
only as indicated by PPC, would reduce the output of the 
plant. 

The economics of the revised estimates on Sindri Rationali­
sation Project (November, 1971) have been based on uti­
lisation of Amjhore Pyrites before benefication (Rs. 187 
per tonne of 24 per cent S. pyrites) and sulphur (Rs. 370' 
per tonne). The above report indicates, that consider­
ing the additional investment on Sindri Rationalisation, 
the additional return on. an incremental basis work out 
to 11.45 per cent. The profita'6Uity of the existing unit 
improves from a negative return of 6.26 per cent on the 
investment, to a positive figure of 4.72 per cent. onBD 



as 
overall basis for the investment consisting of. the exist­
ing and Rationalisation Plants." 

of 

8.~. The Ma9agi g Dir~tor, Fertiliser CQrporatio.n of India Ltd., 
iI)formed th Co mit~ee 'during evidencE!' as follows: ...... 

11 1 , t ,,-rl, I", I ,. &or 

"The quotation (for the plant) had b~en maqe 'Il- a letter. The 
• letter was ' as a result o~ the inve~tiga~!qp w 'ch we have 

made about the guarantee performa9ge wit the pyrites 
in the Bulgarian Plant, wherein it was I?t~pulated a gua­
rantee of 43 per cent. pyra~s. No~, iy. tba connection 
w'hen we came to know ~h~t the pYfi~es Vf 11 not be avai­
lable ' of ~O per cent, iri:ll:pe(Ua~ely w.e took up the matter 
with Bulgarian Party. We enquirec;l ¥orn ~p:e about the 
roaster which w'e had alreaqy maqe tp ~q~se pyrites of 
any consistency. wheth~~ it was run ; mine ore, 
granufated ' for benefiClated. $0 we WaQ. ed ' them­
to examine from their experience uP.¥> ~hat least 
~on,~~pt of ~»lppur tqeix: platt ~Qul~ be able to 
op~rat. Tl}f¢Y ~ ve l)of gly,en us ill writing any­
~hil)g p~~~s~ tQ.~y ~q qQt ~~r..t ~g ~iV~ gu~f~ntTe for that. 
~u in Q~t; dl~s . ~jpf. ~h,e:y. b~~ . ~Rr~sr;d ffiat from 37 to 80 
~t c~t. ~ At~ ~yr s w,e t. tger.¢ a~d i! '~he ~lant was to 
be 1.js~ p.t~PEf~lY. thT~ '}Bey wo~lff ~ot ~arantee. They 
haye aJso i gic~~Wi tpa~ tn ~as~ 9£ c~¥tri~ ~yp~~ o~ pyrites 
their e1at\.t is npefat~n vep under no~al operatmg con-

e , '1 iYl',r; .l rr-,') 'VI I 
QitioQ.~. exell i 2 net c nt. pvri es. Now, as soon as 

~ ~ (I }) Y'('1 r 
the plan~ COUUlll ~i(;>n~d p v~ously we s~al , make an 
attempt to see as 0 what lower grade of pyrites we can 



8.43 In another note the Ministry of Petroleum & Chemicals in­
ormed the Committee that the Bulgarian Sulphuric Acid Plant at 

Sindri was being set up under the Sindri RationalisatiQ'n Project, 
which had necessitated an upward revision of the mine capacity at 
Amjhore. This aspect has been dealt with elsewhere in this Report. 

8.44 The Committee note that in March, 1968 the Fertilizer Cor­
poration of India Ltd. Sindri entered into a contract with Bulgarian 
firm for a Sulphuric Acid PI8J1t at Sindri, based on pyrite. Since 
then, there had been frequellt changes in the thinking both at the 
level of the Government and at that of the concerned Undertaking 
in regard to the setting p of this plant. The Committee are sur­
prised that even though the percentage of sulphur content in the 
pyrites ore from Amjhore had been known at the time of entering 
into contract, "the contract for the plant was for It de ign to con­
'sume pyrites Ore of 43 per cent S. grade," which was defmitely be­
yond the capacity of the Amjhore mine. The Committee were in­
formed that the decision to go in for the Bulgarian Sulphuric Acid 
Plant at 43 per cent S. grade ore was based on the information fur­
nished by PPCL in May, 1967, that the PPCL would be able to supp­
ly 42.8 per cent S. grade ore. It wa only. in March, 1968 that PPCL 
told FCI that the pyrites ore from the mine woula be only 36 per 
'cent S. grade. The Committee note that Bulgarian plant supplier 
were consulted on the possibility of using leaner pyrites, but they 
indicated that their operating experience was limited to use of py­
rite . with not Ie than 39 per cent suIp4ur and as such they were 
not in a position to give 'any authentic data on performance gua­
-rantees on use of leaner ore in the roasters of their design. The 
'Committee are surprised that in spite of this, it was decided to go 
ahead with this plant using the roasters with a mixed feed of sul­
phur and pyrites. 

8.45 The Committee deprecate the manner in which a decision 
was taken, based on incorrect information supplied by PPCL, with­
. out a thorough and careful examination of the economic of the 
. project from all aspects including the high cost and the low quality 
of the Amphore pyrites. The Committee strongly urge that this 
matter should be thoroughly investigated and, responsibility for the 
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lapses fixed. Tbe Committee are doubtful whether the problem of 
disposal of cinders was adequate ~onsldered wbUe takin, tbe deci­
sion. The Committee would also uree that it should be ensured 
tbat pit-falls noti~ed in tbe Simon Carvel Sulpburi~ A~id Plant at 
Sindri are not encountered again and the plant is able ft) Jive the' 
guaranteed out-put. r 



IX 
14INING AT OTHER PLACES 

A. Expiol'ato17-cum-produdton Miniq Project, Saladlpura 
, (Rata8than) , 

9.1. In June, 1969, the Company was entrusted by the Central 
Government with the task of exploratory-cum-production mining 
at Saladipura for pyrites ore and to co-ordinat:e the activities of 
beneficiation, etc. for the purpose of preparing a feasibility report 
for a fertilizer complex, location of which had not been decided. 
The object of the work was to confirm the drilling data earlier rom­
piled and block out the reserve equivalent' to. five years' production 
to obtain sufficient bulk samples of fresh ore for beneficiation 
studies, to study mining conditions and to prepare a feasibility 
report (1f the Mining Project. 

9,2. The Committee were informed during their visit to Saladipura 
for an on the spot study that Mis. RTZ Consultants Ltd., London, who 
were appointed consultants for preparation of feasibility report in 
June, 1972, had submitted their report which was under examination 
of the Company. After approval of the feasibility report the Project 
Report for production of 4500 tonnes per day of pyrite ore obtaining 
.25 per cent S. Graae ore would be drawn. 

9.3. The fund allotted by 'the Central Government for the Ex­
-ploratory Scheme was Rs. 82.02 lakhs. The actual expenditure upto 
31st March, 1972 was Rs. 58.83 lakhs . 

. 9.4. The Company planned to have a total mine development of 
'2550 metres consistin.g of drivage of adits, raises, winzes, etc. out of 
which 2440 metres of mine development was completed (upto 30th 
September, 1972). In bloC;k-A, about six million tonnes of ore 
reserves had been brought to the "proved" category. . It was pro­
posed to bring another 4 to 5 million tonnes of ore reserve to the 
proved category. 

9.5. The test of bulk samples (analysing about 23 per cent S), 
,conducted at the National Metallurgical Laboratory, Jam~hedpur, 
showed that the ore could be. beneficiated to 40 per cent S. Grade 
with a sulphur recovery of 91 per cent. It was stated that the pyrite 
-containing even 2G-25 per cent could be directly roasted to produce 
sulphuric acid. The beneftciated pyrite ore would cost more and 
consequently the cost of sulphuric acid would go up. Thus ec0-

nomical exploitation ot the pyrite ore was doubtful and direct 
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roasting o-f the ore' might be more advantageous. The problem, it· 
was stated, js still being studied by the consulu-nts.-Mjs. RTZ 
Consultants Ltd. 

9.6 The Committ~e were a 0 fiUoWled that the £etting up of the 
Fertilizer Plapt i,p. , ~~lacijIWr~,., :veu.ld. \\e :rpore b~eficial tPian any 
other 1 In Hie StAte 0-1 Raia th~n So far as the water reserves . ro •. -~ ...... 
,,:ere concerned, the Geolo~ica'r SUfve!, of J Ind,a. :qad Frove,d that 
aro iaCflp ta A ~fe' erve' of grg;Hnd watEti: was v!li1ab e 
Which: *6 hd ~ ~ite f.U~ i !'it. TlSe ~)as~I:!n ~1~te ElectriCi!y 
Boara 1i~ct Iso assut that th re wou d be no 'Sliortage of electri­
city, 

_. 9.7. 1\ .reg'8rds W settibg up of a ferffijzer~ 'cotlip x, 1 Raj-ar 
tha~ the Managing Directbr infcirm-ed th COlfiIxHWre aUrl g eVide"c 
as follows:-



'Iliis t>oi t h~s 11180 been telerred tQ . our , conh1lt~mts, as to-
. bbw far Ulis r p6i'.t is reliable. They have 'said they do 

not have the know-how with them, but thhY will certainly 
locate an 'international party to give an opinion on that 
report." 

" r·,.,.t .... . , 1-' ,J !J .. ~, ( :.;.:.r :J 1.1 ,).. . 
,, ~.8. Jr: r~g~~d, t9' P9:yer at;t~" a"l rai way s~qm~ lor .~e I::laladipura 

m.~p'e,., ~he ,reeres;ptatlV ~v ,of ... tne Ministry inlormed t~e Committee 
during evidence as fonows:~ 

"'ih~ itaJast'Ban El~ct¥icltY Bo~d 1 'coil la~dhg tne construc­
tlOit of a ~cdnd tr~r\s~isSlo':h line frEltn U'aatt> r-Wati to 
!3~ladipu~a ~rt O-ft i ~ -ompfetib'n in 1'913, it wa expected 
' ~ ,:l ., J 11 (' .~. " 1 tnal; ower siipp'ly w'ftJ. s aDlhse. TlllS IS b~Y done at 
'fiie ~b.~~ , ?! . t~~ a ~?fh~!.,. ~ectrfcIty ~'o·ar. Regarding 
tIle constructlOb o'f lie ailwh iCl g, ike R1lilway autho­
rIties have conducted a survey and submitted an estimate 
pf ~, 1"35:00 ~~1ths, Thls lis ~efng 'e~amiiied fly PPCL 
ou't 1,,~ i;;v~~\lneNt wi'n e 'bssfble {intil tne D'PR has been 

• I") " 
prepared. " 

9'.9. It was also brought to the notice of the Commjttee that suffi­
cient land, which was mostly free from agricl.!ltural activity was 
available around Saladipura for purpose of sehing up a fertilizer 
complex. 

(';1 ' ~ , t -" I (I " r' ' rl." 'j 
9.10 . Fr9,m tne summary and conClUsions of the "l"'reliminary 

Jea;ipility st~~y fb~ "e ifalaliif.?I:Ira Prqlelc't;' plr~p~rea by Mis. RTZ· 
Consultants Ltd, which was made available t the Committee it is 
seen that the Report had inter-alia mentioned ttie fo'iibwing:-

"The S'aladipura area contains very large tonn~ges of. gene-
1'a11 low grade ~urphates consisting predominantly of 
pyrites and pYrrhotite iri' varying proportions. 
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The success of the project will depend, to a very large extent, 
-on the effectiveness of project control and coordination 
4nd on the ability to reach vital decisions. in the shortest 
possible time. 

'The profitability of the project depends to a very large extent 
on the selling price of sulplluric acid which is the sole 
product produced. The rate of. return has been calculated 
for prices varying between Rs. 160 per tonne and Rs. ·300 
per tonne...... The price chosen for the base case 
was Rs. 290 per tonne, which is the price required to give 
the project the desired rate of return of 10 per cent 
in real terms. It may well be that PPCL will adopt a 
somewhat lower' price, and thus a lower return on their 
investment, as a result of negotiations with the Govern­
mentof India and the Fertilizer Corporation. 

Apart from the selling price, the most significant factors ef­
fecting the profitability of the project are tax-holiday, the 
run-of-mine grade of the ore and the rate of mining." 

9.10A. During evidence, the representative of the F.C.I. informed 
. the Committee in connection with the transport of pyrites ore as 
follows:-

"Transportation of the pyrites entails deterioration of the 
quality rendering it into powder and this powdering will 
be avoided by setting up a phosphetic fertilizer plant at 
the site." 

9.11. The Committee find that the exploratory work done at Sala­
dipura and the preliminary feasibility study carried out by Mis. 
't.T.Z. Consultant Ltd. indicated that the Saladipura sulphide de-
1»OSit was a major source of indigenous sulphur and if the mines could 

'be developed the acid available would be of the order of 3 lakhs 
tonnes in 1980 and 6 lakh tonnes in 1982 .. The Comimttee also note 
that bulk samples of ore at Saladipura were of 23 per cent sulphur 
Ifade but could be beneficiated to 40 per cent. The Committee 
were also iafonned that thebenefidated ore and consequently the 
Acid would cost more. The Committee stress that Government 
should undertake a thorough and critical techno-economic study of 
the Profect 10 u toeDsure that the .hortcominp faced at Amjhore 
Mines are Dot allowe. to recur at Saladlpura. 
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3'he Coaunittee feel that the aim shou1cl be prodactioa of ferti­
-~r at ·all eeGnomic' price so that these become avlluable to the cul­
·tivator at a comp,tttive price. 

9.12. The Committee would like to point out that the pyrites by 
~its very nature is not suitable for haulage over a 10111 distance • 
. During transportation its quality gets deteriorated. The. experience 
.. of Amjhore pyrites being transporated to Sindri has not been very 
bappy. It is, therefore, advisable to locate a fertilizer ~mplex in­
cluding Sulphuric Acid Plant c1osC! to 'f&'J 'miii~ site~ Tii~ conimittee 

:hope that this aspect will be kept in view when the Saladipura pyri­
tes deposits are developed. 

B. Phospborite exploratory Mining Projects, Maldeota (U.P.) 

9.13. The Fertilizer Corporation of India Limited and the Geolo­
gical Survey of India had investigated the rock phosphate depo­
'-site in Maldeota capable of sustaining a production of the order of 
300 tonnes per day of rock phosphate for several years. The Board 
of the P.P.C.L., decided to take over the mining lease of Maldeota 
Phosphorite deposit from the Fertilizer Corporation of India 
·Limited. Pending formal transfer, de-facto transfer from the Fer­
tilizer Corporation of India Ltd., to the Company took place with 
. eff~ct from 1st September, 1969. Both the parties, however, sign­
·ed the legal transfer of the mining lease in April, 1972. 

9.14. According to the tentative time schedule the exploratory 
·development work was expected to be completed in the first quar­
ter of 1971 and mining feasibility report was expected to be com­
pleted in the second quarter of 19ft. 

9:15. Expenditure incurred on the scheme by the Company was 
Rs. 2.30 lakhs till March, 1970. There was no prospective customer 
for Maldeota ore because of easy availability of richer ore of Jhamar­
katra deposit in Rajasthan. On 16th November, 1970 it was decid­
.ed by Government that no more exploration was to be done and 
.~xpenditure should be restricted. In the meantime, the work is 
.being carried out on a limited scale with skeleton staff. 

9.16. But in June, 1971 the Ministry stated as follows:-

"The prospects of commercial exploitation of Maldeota are 
no longer bleak. An offer has been received from a pri­
vate firm which would require 100 to 150 tonnes per 
day of Maldeota Phosphorite for a period of ten years. 
The . contract details are being worked' out. An­
other private company has conducted pilot plant tests 

~2!J7 L.S.-8. 
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with Maldeo~a ph05ph~~ w:i\h ~QW;.siP.&~. bJ· 
requitemeats w1l1 be i.nd,icated a.fW- tl;¥!~PDCJ~aiQll Rf .... 

. tain further tests which are D.l) AAtt4 A\t'~ac4'. ~, 
area have also now been recent1y explored where open 
ca5~ mining c@ pe unp~n.n. nu would. make' the 
mine m01~ ~co.Q.o.micW. ,In 'View -of 4Ibe above, the pros­
pects of explP.ra1;j()n ,Qf :M.e1deota deposit aft now better 
than what :tb.ey wv.e ~ y_r." 

9.1'1. Tile Committee were inforrg.ed tb.it;-

"The. fJ'oject repolt fOl" undertaking exploratory-cum-pro­
duction mining and beneficiation study was prepared by 
the c.ompany at a co.st ,Qi Rs. 55.7:5 lakha. The Board 
of Directors decided that the Company sho1,1ld unGer­
take wollk only if the amount is available as grant from 
the Government as there was no prospective ,custo,mers, 
for Maldeotra we in view of the richer as well as easier 
to mine Jamarkotra deposit in Rajasthan which is avail­
able for commercial exploitation. The Government de-
sired that further steps for use of Maldeota Phosphate 
for production of elemental sulphur or for direct applica­
tion to the soil may be explored and the U.P. Govern­
ment may be directed to explore the possible market for 
low grade phosphate without beneficiation so that fur­
ther explOitation on commercial basis could be seriously 
taken up. Efforts were made with the help of U.P. 
Government andofters were invited through press for' 
supply of low grade phosphate. ODe party has shown 
interest for supply of 18 per cent p. 0 5 fora period of six 
years. A contract with that party for supply of 1000-· 
1500 tonnes per month + 18 per cent P. 0, was en­
tered into by the Company in December, 1971. The 
above ore is heing supplied by conducting open ctlst min-

I ' ing at the out crop. The Company produced 1900 ton-' 
nes of ore from January, 1972 to May, 1972 and made a 
net profit of about Rs. 35,500. During 1972-73 if tbe wbole 
of the ore committed by the contractor is lifted, the Com­
puy will be making a net profit of Rs. 2.00 lakhs. 

The e¥penditure incurred on MaldeoUi upto 31,..3-1972 from 
1.-9-1969 is Rs. 4.97 1a.khs. 

F.e.I. Nangal bas shown iftterest in purchasing low grade­
, phosphate ore at the rate of 6000-7000 tonnes per month~ 
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'rh,,>, ~e ~ ~, am. ol plaplate ore for trial 
'p~08es: The requkedqUUltity iI' ~ 4espatched. 

~ts w~re Jll,$de in the pr_ ~tin1 _table of­
. 'fen 10r purchase of ~~ota pbo~te a.. A number 

of ftnns bt!l\Te 6how~ w~est iI:l putda8J18 lilt llllideota ore 
and they have been ,given SaJ)lples. F'uItber aagotiations 
are in progress." 

~.18. It has also been st.ated:-

"Various experiments haf.re beeR Go.ae with M8kleota rock phos­
phate and it has been found that it is feasibUe to utruse 
them for productiom oi phosphatic ~ ,production 
of nitro-phosphate, proGw.ctioB of elemeatal phosphorous 
and for direct application in the soil _ f .. tllizer. The 
above has been iDdicate4 by tests conducllai iD. laboratory 
scale and order to assess the eCOllODlK: u.tUiation of rock 
phosphate for the above purpose, the company is consi­
dering to Wldertakt! pilot plant test for beneficiation for 
using 8s phosphatic fertilizer and nitro-phosphate. Sam­
ples of ore haVt! been supplied to various Agricultural 
Beaeareh Institutes for conducting direct field trials for 
di~ct application as fertilizer." 

!U9. During evidence, the Managing Director of the Company 
infonned the Committee in this connection as fo1lows:-

"The Maldeota ore contains 17 to 18 per cent p.O, moreover 
the cost of mining is high. The exploratory work hu. 
been done by GSI -and Fel and beneficiation studies .00 

dte OTe has been cOnducted. About 2.2 tonnes of ore if 
required to make one tonne of beneficiated ore containing 
28-30 per cent Pa 0 6 • In addition 0 the P. 0 6 the ore con­
tains high percentage of alluminium oxide, iron oxide, 
calcium oxide ,magnesium Qxide, silica etc. but it is low 
in fIourine. The rock phosphate required for pbosphatic 
fertilizer should not contain more than 3 per cent a11u­
minimum oxide and iron oxide and . it should contain 
less calcium oxide and maenesium o'xide and silica. 
We -haft sent samples at this ore toDCM al;ld Balles, 
Kanj,ur fo~ t~. Tri~ Maldeota ore .has also been found 
useful for manufacture of nttrophC)Sphate, as nitric acid 
does not attack allumlnium oxide and iron oxide. . 
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The ore has also been found useful fo~ lStNtt appllcation in 
the soil., fertWzer. But the sOil should be depletant in 
phosphorous and should be acidic, w~ is. av.n,able in 
Tara! area and. hilly areas of Madhya Pradesh and South 
India. It can also be used as a mixed feed with rock 
phosphate for direct appUcation or for maJiufacture of 
1ertUi~r. One firin has entered into contract with this 
Company for a period of six years, for supply of 1000-1500 
tonnes for rock phosphate per montli. The response to 
our prel advertisementfot- sale of rock 'Phosphate is alsO 
very good and a number of firms have taken samples and 
negotiations are going on with these firms. 

The above work is being done in order to make the market 
study about the marketability of the ore. The Board 
of Directors did not approve the detailed conducting of 
the exploratory work unless the Government gives the 
money as a grant. 

AB already explained, the ore can also be used as a mixed 
feed with rock phosphate for direct application or for 
manufacture of fertilizer. For this purpose, we are mak­
ing efforts by contacting some private organisations to 
conduct a study as to how far they could utilise the im­
ported super phosphates with the mixture of indigenous 
product for fertilizer. After knowing the results from 
these organisations we will embark on a mining pro­
gramme." 

9.20. The Committee expect that the Company IGovernment 
.vould make a cautious approach towards the exploitadon of the 
mines at Maldeota after assuriD& themselves of a regular off take 
of rock phosphate. 

9.21. It is seen from the Memorandum of ABsociation of PPCL 
that one of the objects for which the Company was established 
was-

''In particular, raising, assembling and transporting of pyrites, 
phosphates and associated ores in such areas in India and 

. elsewhere as the Company may fram time to time deter­
mine for sale or use and the manufacture. of sulphur, sul-

o phurlc. acid, phosphorus, phosphoric acid, Phosphates andl 
J~r other products. requiring .. such ore.". 
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9:22. During the course of evidence of the rep1'8ilel1tatives of the 
~iDistry, the Committee enquired whether the P.P.C.L., was &0-
mg to confine itself to Amjore Pyrites or it was going to proliferate 
to rock phosphate, limestone, gypsum, etc., and if so whether the 
present set up could cope with the talk ot expansion, the Additional 
Secretary of the Ministry replied as follows:-

"About the corporate philosophy or the future growth of the 
P.P.C., the problems will have to be examined in the 
light of what happens to Saladipura and what attitude 
the Rajasthan Government take about the Udaipur de­
posits and what kind of set up we wish to have for the 
Rajasthan Complex, which is likely to develop. The Mal-
deota deposits are not of very great signiftcance at the 
present momenl The main problema to be got over are 
those at Amjhore and of Sulphuric acid production in the 
F.C.I.". 

9.23. The . Committee Dote that ODe of the ohjedives of the COlD­
.any was raisin&', assembl'ine and transportiDc of pyrite&, phOliput. 
and associated ores in such area in India .. d elsewhere for Ale 
or use and manufadure of sulphuric acid, phosphorle acId, ph ..... 
phates and/or other products requirine I1Ich ores. The ColIIJDittee 
reeret to observe that PPCL has 10 far no perlpective ptannine of 
takine over other phOliphorie and pyrites .... es in India and brin&'­
ine them UDder their purview for development. The Committee 
recommend that the Government should examble the feuibUity of 
drawing up a perspective plan for the development of these ores 
deposits in the country. 
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" ' .. ;' 

: ~¥A'l1BBlALS MANAGEM·EN'l' AND INV'tNTORY CONTRoL, 
A.' Stores and Spares 

, . '10.1. 'The following table indic~tes the ,position ()f stores and 
;pares at 'the close ~.f the last five years-:-'. 

(~lip'ees, in lakhs). 
4 

1967-68 1968-69 r9~~~70 1970-71 1971-72 
-------
Closinl beIan<le of Btorea and 

spares at, the end of the year. 
~2·f.2' -tS- S9 4S'"26 50·88 39·22 

Consumption during the year. 13·110 30·64 39·37 21·60 17·46 

Closin~ balance in terms. of II 14 14· 28 26 
Mon s' consumptiOn' months months nioilths months months 

, ' ._._--' ---,---
10~2~ 'Ill most of • ~Sre the ml'nimum m~itnllm and re-order-

. " 
mg lever of stbres and spares HaVe not beeh ftxed: The Ministry 
intorm-.d Audit' in June~ 1171 that "hoW ~h.at the reg'ular produc­
tion haa started sil\ce ~mber, '1'970; the- minimum', m'aximum and 
~ lew!~ of storeS and spares are being carefUlly examined 
witlt reference to the ~uil'ements d\1ring production and are b~ 
inl fised." 

10.3. The Committee were, however, informed by the Company 
that the minimum, maximum and re-ordering level of stores had 
not yet been fixed as the off-take continued to be fluctuating and 
unpredictable. The Management further stated that "until and 
unless F.C.!., gives a firm commitment about their off-take, it will 
not be possible to fix properly any minimum, and maximum and re­
ordering level as well as control inventory economically and proce­
durallv." 

10.4. It was also observed that the stock held of M.S. Rods and 
R.S. Joists was unusually heavy (66 to 88 months' consumption and 
19 months' consumption respectively). The Management stated 
that consumption of M.S. Rods was slow due to the drastic re­
duction in the construction work of housing colony. Regarding R.S. 
Joists, it was explained that due to decision to drive gate roadways, 
narrow and experimental trunk roadway in one pair of adits in the 
sand stone, the consumption had come down. 

110 
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B~· .", DIO\1nt BIUt QOD.~movtQ' s,tOn. .1 
, .. . ~ 

. ~O.~. According to Audit. Report the ~ea 1VOlItb R5'. 14.ft .l*~ . 
df~' not Ill()Ve for a coD$ic;lerable petioli (pos1tio~ as oft March, 
19'7'0) as indicated.' b.low:-

S1. 
:No. 

Particulars 

I Value of stores which did not move for a year . 

:' Value of storts which diti not move for twO yellrS 

3 Value of stores which did not move fol'thtee yean 

(Rupees in 
lakhs) 

2"46 

10'015 

1'89 

--_.-._--------------------
The abGve stores inelmted matnly spares 01 A.."W Loaders and 

:Shuttle Cars valued: at RI: 10;74 lakhs as detailed 1)e!'ow:-

Value of spares which did not move for a year . 

Value of spares which did not move for tWO year. 

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

1'26 

9'4S 

10.6. As regards the present position in this regard, the Com .. 
mittee were informed that the slow-moving and non-moving lues 
.as on 31st March,. 1972 were as follows:-

Valile of stores which did not move for a year 

,V.ue of stores which did nOf l'I\ove for tWO years. 

. Value of stores which did not move fot three years 

C. Su ......... stor .. 

L~s 
, Rs. 7'44 

, Rs. Z'02 

, R •. ). 37 

R.. 12'0113. 

10,7. lit had been pointed out in tlie' Audit lteport ~t S~p,~i 
have not been reviewed'to ass'ess the items of stores IYlni surplus 
.and value t'he~, Askelf WHether such a reView had been fnacfe ahc 
-the~ IIIOrPIUB store. disPb~d off, toe Comtrtittee wer'~ Informed that 
'surplus stm'e! anurunting to Rs. 21'.58 lakhs' were disposed oft in 
1971-72 as' pet defaU~ -given· bl!tOw~~ 

. I . . 

Ca) Spues for 5auttlc.OIII-.oacl A.N.~. naad~1I 

Cb) Belting 

(C) R. S. Joists. M. S. Roun:is. etc. 

Cd)· Lubricants 

(lb. fa Latho' 
C) ·JIf 

7·tJJ 
3 53 

·0'48 . 

,. . 
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10.B. The spares of Shuttle Cars & ~F Loaders, belting andli 
lubricants had been sold to National Coal Development Corpora­
tion Ltd .• ' and Hindustan Copper I:.tcL, on book value, i.e. tbe-; 
actual price 88 per book plus other overhead char~s. 'R.S'. Joists;.. 
M.S. Rounds, Lubricants, etc., have been sold to the Government'_ 
parties as well as private parties. Materials Bold by the Company' 
fetched a profit of Rs. 21,702.66. 

10.9. The Committee were also informed that there were still~ 
surplus stores worth Rs. 13.95 lakhs as on 31-3-1972 consisting of 
spa,ra of ANF Loaders and shuttle cars valued at Rs. 8.95 lakhs. 
and steel and G.I. Pipes of Rs. 51akhs. 

10.10. Asked about the frequency of reviews done for shUting. 
slow-moving and non-moving and surplus items and the steps taken 
for disposal of surplus stores, it was stated that review of slow mov-.. 
ing/non-moving of stores was being done and the list of surplus., 
stores was circulated to all projects of the Company and offered fof' 
sale to other undertakingslfirms by taking out price tenders. 

10.11. The Committee find that the inventory of raw materials. 
and stores in terms of months consumption rose from 11 months in 
1967·18 to 14 months in 1968-69 aDd 1969-70 and' to 28 months in" 
19'10-71. It has only slightly come down to 26 months in 1971·72. 
The Committee also note that tbe Company was carrying a larre' 
stock of slow moving and non-moving stores worth Ra. 12.83 lakhs 
even after disposal of stores amoUDting to Rs. 21.58 lakhs in 1971-72. 
The Committee were informed that surplus amounted to Rs. 13.95 lakhs: 
as on 31-3·1972 consisting of spares for shuttle cars and loaders-­
(Ra. 8.95 lakhs) and Steel and G .•. Pipes (Its. 6Iakhs). The CGmmit­
tee have already commented upon in para 6.21 of this Beport the­
purchase of key minin, equipment including shuttle cars and loaders. 
in excess of requirements. The Committee feel· that the spares for 
shuttle ~ars and loaders should have also 'been disposed of aloat 
with the machinery. The Committee desire that the Government 
should Investigate the circumstances under which the puchases of" 
stores eeonocially spares and steed items had Hen made in excess 
of the requirements. The Committee also recommend that the' 
scarce items like B.S. joint. and G.I. pipes should 1te disposed of to­
other Public Undertakings where these may be ill need. 

10.12. The Committee regret to note tliat no effective steps have­
.tllI been taken for a proper and scientific material managemenL. 
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The CompaDY should streamlme its purchale aDd pl'ocuremat ~ 
eedure so that purchases are Dot made ill exc:eu of requiremeDts ... 
mveutory ts Dot uaduly loaded at aD)' time. The Comaittee allO .... 
commeDd that there should be a reeular aDd periodic review of tIw 
InveDtory with a view to ideDtifym, surplus .t. .. a.d.~. ac" 
for their disposal ill time. 
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""" j WA~ ~Atmt#G9' DUE' fItQ14 FER~ . ' . ~ 
CORPORATION OF INDIA LTD., SINDRi' FOR ' 

ORE SUPPLIED 

11.1. Pyrites ore is the only product, which the Pyrites, Phos­
phates and Chemicals Limited are selling to a solitary customer­
Fertilizer Corporation of India, Sindri. Since there is only one 

,customer, the sale position is entirely dependent on the oif-take\re­
'quirement by the Fertilizer Corporation of India. There is no 
firm pricing policy of the Company. 
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11.3. The price of pyrites ore of 33 per cent. ± 3 par cent. S. Grade 
was fixed at RI. 224 per tonne F.O.R. Dehri-ou-Ione on the recoa­
mendaUon of the Sales Price Committee constituted b1 the Com­
pany in July 1988, which included the General Mana,er. Fertilizer 
Corporation of India Limited, 81nclri. The COlt of obta1nin1 .t() per-
cent S. Grade ore by manual beneftcation wu 88leSsed at RI. 467.18-
per tonne. As the cost of Rs. 467.18 per tonne exceeded even the c~ 
of sulphuric acid to be produced out of It, it was decided to charge. 
on pro rata basis, Rs. 224 per tonne for pyrites ore containing 33 per 
cent. ::J: 3 per cent. sulphur viz .. at Ri. 260 per tonne of 40 pet' cent. S~ 
Grade. 

11.4. The sale price was communicated to the Fertilizer Corpora­
tion of India Ltd. but they did not accept the price and requested: 
the Company to refer the matter to the Goyernment. 

11.5. On 14th August, 1969, the Fetilizer Corporation of India, 
Ltd. agreed to pay immediately the arrears of sale price of pyrites 
ore at a provisional price of Rs. 150 ,per tonne F.O.R. Dehri-on-Sone' 
as agreed to by them. But only a sum of Rs. 32.50 lakhs was paid' 
(up to March, 1970). 

11.6. In October, 1969 when the Fertilizer Corporation of India· 
Limited, 8inclri was again approached for early pa~nt of the 
dues, they contended that they did not consider the pyrites ore sup­
plied to them as having been sold to them nor were they agreeable 
to accept any liability therefor. As the Acid Plant was not legally 
transferred to the Fertilizer Corporation of India Limited, they 
considered themselves as the agent of the Pyrites, Phosphates and" 
Chemicals Lim1t,d and were prepared to pay only on the' 
basis of ore consumed for acid produced in the Plant. 

11.7. Thus, according to the claim prepared by the Pyrites, Phos­
phates and Chemicals Ltd., a sum of Rs. 77.25 la1ms is still outstand­
ing against the Fertilizer Corporation of India Ltd., Sindrl (March,. 
1970). 

11.8. The matter regarding fair price payable for the ore has 'been 
placed (November, 1970) with the consent of both the parties before­
the Financial Adviser in the Ministry for settlement. 

11.9. In this connection, the Ministry stated in June, 1971 that· 
"the amount payable by FCI to PPC for past transactions is under 
arbitration by Shri S. K. Majumdar, Joint Secretary, Ministry of 
Finance." 
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U.19.: Shri Malumdar l'eC01IlDle1lded the price oftbe. nmes.bre 
.(excluding royalty and sales tax) as follows for the year 1968-68 
.ad 1*-70: . 

(a) 40 per cent S. @ Ri. 2751- per M.T~ F.O.R. DehriooOn-Sone 

(b) 33 :r3per cent S. @ Rs. 2001- per M.T. Dehri-on-Sone. 

The above sale price was not accepted by the Fertilizer Corpora­
tion of India. 8hri Majumdar was requested to re-examine the price 
fixed by him. The Government, however, askedFCI to make pay­
ments to PPCL on an ad hoc basis on the sale price already fixed 
by Shri Majumdar for the sale. of pyrites for the years 1968-69, 1969-
70, 1970-71 and thereafter. Accordingly the PPCL is billing FCI @ 
Its. 275/- per M.T. in case of 40 per cent S. Grade ore and@ Rs. 200/·' 
per M.T. in case of 33 ± 3 per cent grade ore. 

11.11. As regards the ore below 30 per cent S. Grade, no price 
has been fixed by any Cbmmitree, but the Board of Directors of 
PPCL have tentatively fixed the price at Rs. 1241- per M.T. for th~ 
purpose of closing the accounts. 

11.12. The Committee were also informed that PPCL is the 
only company in India, which is mining pyrites ore and up till now 
there has been no import of such pyrites ore in the country from 
any foreign source. Therefore, equation of selling price of PPCL 
pyrites ore with the imported price of pyrites is not possible. 

11.13. According to the annual accounts of PPCL for the year 
ending 31-3-71, a sum of Rs. 107.33 lakhs was due from F.C.r. In this 
connection the Ministry of Petroleum and Chemicals informed the 
Committee that Rs. 57.44 lakhs out of Rs. 107.33 lakhs pertained to 
1970-71 supplies and the balance Rs. 49.89 lakhs pertained to the 
year 1968-69 and 1969-70. 

11.14. For supplies during 1968-69 and 1969-70, Rs. 16.10 lakhs was 
outstanding from FCI as detailed below: 

(a) Coat of pyrite ore of 9706 tonnes usaying (-) 30fn S. Grade 
for which no price has been recommended by ~hri Majum-

(Rs. in Lakbs) 

dar. The value taken at the rate orRs. 124/- per tonne 
for Dehri-on-Sone in PPC's lICQOunts n.N 

(b) Royalty @ RI. 2.40 per tonne 0.23 
(c) Sales 'Tax @'. 2% 0·24 

Add 
Sales tax for auantity of ore IUppUed daririg 1968-69 and 1969-

70 ~pting 9706 tonnes usaying (-) 30%S. 
Transport charges 
Royalty . 

12·51 

2.20 
0.85 
0~.s4 ------Total 16.10 
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11.15. ""ale dues WHe,DOt'~ due to the· WOwing l'..euens:­

(a) For supplies below-30 per cent no p~ice has b~ ~~;, 
mended by 8hri Majumdar. ," 

(b~ Noo-p,aymeat o.f sales ~ becaUie tie-jUTe tr~er has 
pot been affected. ' 

(c) It<J18kyrate was to be neertainea by ref 1ar the period 
upto~8. 

11.18. In respect of the period 19'10-71, OIlly its. 12.96 lakhs welle 
OIItslPdingapiDst Bs. 67 M lakhs indicated m the aDDWllReport of. 
the Campany 81 OD 31-8-71. 

U.l7. The dues had been worked out.on the ~eed. 'OD acc01Jnt' 
sale price of Rs. 200\- per M.T. for 33 B per cent S. grade ROM 
ore ex-Debci·on-Sone excluding royalty and. sales tax. 

11.l8. It was stated that the payment was held up for the follow­
Ing reasons:-

(1) 3039.84 tonnes of ore analysed as below SO per cent, but 
most of it has been ulled in the plant. 

(2) Shortage in weight to the extent of 2287.22 tonnes. 

(3) 93.2 tonnes not received by FCI in wagons. 

(4) Non-payment of sales tax of the entire quantity of ore 
supplied during the year. 

Non-payment of royalty on the quantity {)f ore iftdica1led in 
(1), (2) & (3) above. 

11.19. "On account" payments were made by FCI @ RI. 150/-
per tonne for the supplies during 1970-71. This 'on account' payment 
was raised to Rs. 2001- per tonne for all supplies in accordance with 
the decision of Government in the mee~ held on 24-12-71 in accor­
dance with the price recommended by Shri S. K. Majumdar and the 
payments were accordingly made by FCI to PPC for the year 1970-
'71 and other years. 

11.20. It was further stated that the question of price of pyrites 
was not yet settled. However, the outstandblg amounts would be' 
diecussed by the two undertakings and settled as early as possible. 

11.21. Asked if the non-receipt of four wagons of are was investi­
.sated and also whether the difference in weight of 161 tonnes was 
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reconciled with referf,n~ to th~ 1W1w .. y J:.eCe.iptJ~ the,~iafJ'7. of 
Petroleum *at Ch~cals a.~ted in Ii w.Qttepreply ~t~- ' " 

''Non, of ~e fo~ WAjODS have been received ,by FCl ... 
claims have been preferred lly J'CI :wUh B.adlwayJ. The" 
fact that four wagOlli of ppUes :wa;e oot r.eceiv,ed .,aiDat 
RRs. CaDle to the noUce of FCI i~ 1Q68 aI¥i la69 rwhQ 
R.Rs. were received from PPC. Immedi4l~ly tlt.er~ 
the matter was referred to Railways and claims filed subse­
quently. 

Veri1ications of the di1f,erence is yet to ,be 4one. FQ: are tak­
in,a necessary steps in the m.at.ter. FeI h.ve mor~ to have 
notbd this w~ the.bills re~ frolD PPC were com­
pared with l:eceipt repolti pr,epa.red by the plant. Thea' 
will be settled snorUy." 

11.22. As regards the present position, the representatives of the 
Ministry of Petroleum and Chemicals informed the Committee dur­
ing evidence as under:-

"The total amount due on account was Rs. 251.98 lakhs as on 
Sl.a-71. As against the above dues, the total amO'Unt 
paid by FeI upto 30-6-72 was Rs. 220.ot laklls which is on 
account of the price fixed by the Majumdar Award. The 
balance was Rs. 31.97 lakhs. The reasons for non-payment 
of the balance by FeI were the following:-

Some of the pyrites haVe fallen below 30 per cent sulphur 
grade. On this account 19.34 lakhs have been withheld. 
Then there is shortage in weight reveal~ at Sindri and 
some wagons had not been received. That accounts for :as. 
4.02 l¥bs. The Sales Tax bas not been paid and that ac­
cOUQts i.or Bs. 5.30 lakbs. An amount at. B.a. 2,94 lakhsia 
undisputed but hSf not been paid. That ramaiDI to' be paid." 

11.23. TP,e Committee were ~ inf.~ that "the formal agree­
m.ent coWd not be entered iJato beCMl,e tlae Fia! dil'l'IE!nce bad JaDt 
been s~. The price wail i,n ~te even ..tt« tbe Ma,Nmda, Awu" 
but recently PPCL and FeI had agreed that they wouJd enter into COD. 

ditional agreement subject to the price thereof is settled later so 
~t at lea. the other .tipula&DS ecWd form the basJl of agree­
ment." • 
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i -, 11.24. Asked ,about the reason for ,t~eFCI not accepting the 
.Majumdar Report, the tepreser1tative ot FeI stated durillg evidence 
that "while calculating the price the Majumdar report has not taken 
into account ·the conversion cost 'and so FeI requested that re~calcula­
tiOll should. be· made including the conversion cost of sUlphuric acid 
·to final product-Ammonium Sulphate. This is under consideration 
and the revitJed. report has not been submitted yet. FCI has not 
accepted the price. " 

• 11.25. Shri S. K. Majumdar, Joint Secretary oi·:theJ4inistry of 
Finance (Arbitrator) also informed the Committee that, "I have 
given this report based Qll various data collected from both the par­
ties and after considerable discussion with both the parties, 'I was 
faced ultimately with two basic problerns-one was that the cost of 
production inPPCL was exceedingly high because the actual pro­
duction in those two years for which 1 have to' give my report was 
very much lower than the capacity built up. If the actual cost had 
to be given, because it would be a very high cost to the price to the 
FC!. On the other hand, by taking the pyrites and producing Sul­
phuric Acid from it and neutralising it from Ammonium Sulphate, 
the price would be high unless it was restricted, since FOI could not 
sell Ammonium Sulpha~ at a price higher than the certain control­
led price. Taking into account various cost estimates which had 
been prepared by the Sale Price Committee and Chari Committee, 
and working back from certain other prices, 1 considered that it 
would be equitable if a price about Rs. 2001- per tonne were fixed . 
. . . . Fel have subsequently represented that in taking certain figures 
and developing· my figure of Rs. 2001- per tonne, 1 had not include a 
-conversion factor and that if 1 had done so, the price would have 
been lower than Rs. 2001- per tonne. On the other hand the PFCL 
have also written to me saying that they have certain points which 
I should re-consider and that they would like to be heard even on 
the points which Fer have made to me." 

11.26. On being asked as to, how to get out of this stalemate con­
tinuing between FPCL and FCI the representative of the Ministry 
1Itated that "FC! has made a representation to Mr. Majumdar; PPCL 
bave made a counter representation to him and, they are being con­
siaered. The decision of Mr. Majumdar was applicable for two years 
only, but !thas'been decided by the Ministry of Mines in 1971 that 
payment on the same basis will continue to be made by Fer, SO as 
Dot ,to caus~ dift\eulties to PPCL." 

'11.27. But the 'repreS4!'ntative of Fe! was not satisfied with the 
.. ward as he stated that II ••.... Our view has been that we should not 
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be made to suffer by switching over from gypsum to sulphuric acid. 
It costs us more. If cost of production of sulphate with gypsum has 
to be equated with the cost of proau~io~, with sulphuric acid, the 
price of acid should be Rs. 233/- JJe.::~~~w,tU~~ would correspond 
to pyrite price of Rs. 100/- per tonhe.!.~sW·4tfte{ence between 
what we can afford to pay and wha(1S'~~ is quite big. 
Gypsum is very cheaper." :. "''';: 

11... In spite of the NCommeil4ation of the g.les PrIce CoIn-
mittee and the award liven by the FiDanclaai Adviser of the MInla­
try of Petroleum at Chemicals about the sale price of ore, the two 
Public Undertakinp, under the administrative control of the same 
Ministry, have not accepted the price fixed by the award. The Com-
mittee understand that this matter has again been referred to the 

\ Financial Adviser. The Committee are anxious that this matter 
should be settled quickly in the mutual interest of both, as It vitaD,. 
atJeds the working results of both the Undertakings. 



XII 
ORGANISATION 

A. ~hairman-Cum-.Man.,in~ Director 

Articles 75 and 76 of the Articles of Association of the Company 
p~ovide that the President shall, from time to, time, appoint .' the 
Directors of., the Company including the Chah'man. The articles also 
~tipula~ that the numbt'r of Directors of the Co~pany' shall not be' 
less than two and more than nfteen. According to article 92, the 
President may from time to time appoint one or more of the Direc­
tors to the office of the Chairman of the Board of Directors or Manag­
ipgDirector of the Company. ,The Board of Directors h$ve a, part­
tpne, ChairIJlaD,.. The present incumbent is the Director (Projects), 
Fertilizer Corporation of India. 

12.2. The executive head of the Company is the Managing Direc­
tor. The post of the Managing Director is, however, vacant since the 
18th December, 1971. The Chief Minmg Engineer, Mining Project, 
Amjhore is looking after the duties of the Managing Director in ad­
dition to his own duties. Managing Dll'ector is stationed at Amjhore, 
whereas the Head Office of the Company, under the administrative 
charge of the Secretary, is at Dehri-on-Sone, which is a railhead 
and is about 38 kms. away from Amjhore. 

12.3. The Company has the following three Projects at present:­

(i) Mining Project at Amjhore (Bihar), under the Chief Min­
ing Engineer. 

(Ii) Exploratory-cum-Production Mining Project at Saladipura 
(Rajasthan) , under the Project Officer-cum-Mines 

Manager. 

(iii) Phosphorite Exploratory Mining Project at Maldeota 
(U.P.) under the Drilling Engineer, who has been declar­
ed as the Controlling Officer of the Project. 

12.4. During the coming of evidence of the representatives of the 
Ministry of Petroleum and Chemicals, the Committee enquired as 
to when the Government were going to take a decision about a re­
gular Mll!UI.gin~ Director for the company and regarding merger of 
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the posts of the Chairman and the Managing Director. The represen­
tative of the Ministry stated that:-

"I can only clarify the position, namely that there are two 
patterns obtaining in the public sector. One is Chairman­
cum-Managing Director where the Managing Director is 
also Chairman. Ther~ is a pattern as in the F.C'!. today 
where there is a part-tune Chairman and a whole-time 
Managing Director who 11 the Chief Executive. At present, 
in PPC we have the second kind of pattern. J 

Thi~ part-time arrangement has been made because of the 
very close nexus between PPC and FCI. J It is true that 
there are disputes and differences of opinion between the 
different organisations, because of the fact that these two 
organisations had been under separate Mmistries for the 
last three years. We are hopeful that now that both the 
organisations are under the same Ministry we should be 
able to sort out the differences a little more easily." 

12.5. The Committee are surprised to find that in sphe of the fact 
that a Director of the Fertiliser Corporation of India is the Chairman 
of the Pyrites Phosphates & Chemicals Ltd., there is lack of coordi­
nation between the two Public Undertakings and many points of 
dispute exist between them vitally affecting the working of the 
P.P.C.L. It only goes to prove the apprehension of the Committee 
that a part-time Chairman is not of much functional value. The 
Committee would urge that the Government should review the posi-
tion . and combine the post of Chairman and Managing Direetor in 
P.P.C.L. This would also be in consonance with the recommendations 
of It he Administrative Reforms Commission which had been accepted 
by the Government. 

12.6. The Committee note that at present the Chief MiDing Engi-
neer, Amjhore Mines is also performing the duties of the l\illJUlging 
Director. Needless to say that in an orranisation like. the P.P.C.L. 
which has its projects spread over in three diffJ,rent States, the 
Managing Director has to perform onerous duties and it is too much 
to expect the Chief Mining Engineer to do justiee to his duties both 
as the Chief Mining Engineer and the Managing Director. It is un­
fortunate, the Government have DOt ftlled up the post of the Mana,­
ing Director on a regular basis for over one year. The Committee 
hope that the GovernmeDt would soon appoint a person to perform 
exclusively the duties of the Chairman-cum-Managing Director, so 
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that undivided attention may be pven for the improvement of the 
undertakiq. 

B.8taft 
(i) Man power analysis 

12.7. As per Detailed Project Report, a total staff strength of 240 
was required for working of the Mine at the rated capacity of 2.4 
lakb. tonnes of mine pyrites ore per annwn. The staff requirement 
was reviewed in January, 1968 and an organisational set-oup was ap­
proved by the Board of Directors of the Company in April, 1968. The 
staff requirement was further re-assessed in Mid-1968 when the pro­
duction programme of the Pro~ect was phased in two stages. 

12.8. The table below indicates the number of staff recommended 
from time to time and the actual strength during the last three 
years:-
-----_ .. _- ----_._--------- ---

Year Staff strength 
re commended 

in detailed 
Project Report 

(January, 1965) 
for 800 tonnes/ 

day 

As recommen­
ded in orga­

nisational chart 
(A pri), 1968) 

for 800 
tonnes/day 

As recommended 
for phasl'd pro­
granune(Mid-

1968) 

Phase I Phase II 
for 400 for 800 

tonnes/day tonnes/day 

Actually 
strtngth 

as on 31st 
March 

----------- -----------_._--------
19ti~·70 

1970-71 

1971-72 

613 

613 

613 

50g 

50 8 

S08 3S0 

12.9. It will be seen from the table that the staff strength as per 
organisat:onal chart was more than double of that recommended 
in Detailed Project Report. Further, the staff strength recommended 
for phase I programme was 83 per cent. of the total strength as pro­
vided in the organisational chart while the production in Phase I 
was scheduled to be only 50 per cent. of the final target production. 

12.10. According to the information furnished by the Ministry to 
Aud:t in July. 1971 the detailed Project Report did not contain a 
prOvision for the follOWing categories of the staff:-

I' Tr!l'nlnrt It'ljergr~nd, diamond drillinl • ore sampling. and dre8s- R 0 
ing staff 

2. . Head Office staff 63 
3. 1I,{"''''l ~ 131~;"~~rh~ P'rs<mllel (taken I' daily rated workers in 

D~tailed proj~ct Report). . '. .. 136 

TOTAL 279 

·Inc:tuJ.oa 24 for Bxtension Project. 
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Simllarly the organisational chart also did not include the staff 
relating to Head Oftlce and subsequent changes made therein. The 
Management also stated th-at "it is not possible exactly to reduce the 
requirement in ratio of the targeted capacity of production as the 
organisation is to be built up earlier than the achievement of the 
targeted rate of production." 

12.11. The position of staff strength taking into consideration the 
categories of staff no~ included in the D.P.R./Organisational chart 
is as follows:-

1969-70 

1970-71 

1971-72 

Year As per As per organisational Phase I Actual-
D.P.R.·- Chart for 800 400 

tonnes!day; tOlU\ts/day 

----'-------------------_ .. __ .-
12.12. The actual production was 137 tonnes, 116 tonnes and 114 

tonnes per day during the years 1969-70, 1970-71 and 1971-72 res­
pectively as against the phase I norm of 400 tonnes a day. The actual 
staft strength (404) as on 31-3-1972 was 73 per cent of the total staff 
(558) required phase I. . 

12.18. The representative of the Ministry stated during evidence 
that the staff strength as recommended in the Organisational chart 
increased to the indicated figure of 684 from 519 in D.P.R. (taking 
into consideration the cate20ri~s of staff not included in D.P.R.) for 
the following reason:-

'.'With experience in the working of the deposits froin the time 
the DPR was prepared to the time of revision of the orga­
nisational chart, it was noticed that provision in respect 
of certain categories of sd in the DPR was inadequate. 
Therefore it had to be revised and 165 Nos. had to ber. dded 
on that basis." . '. 

12.14. In regard to the observation that the staff strength recom­
mended for phase-I programme was for 83 per cent of the total 
strength, it wu clarifted that phase-I scheduled production (400 
tonnes per day)- was 67 per cent of the reduced rated capaclty of 

-------- -----. 
Audit has polnted out that the DI., ~houlr' 1-e 62.S only. 
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the mine from 800 tonnes to 640 tonnes due to thinning of pyrites 
bed. During phase-I, the mine programme was also to complete pre­
stopmg development for the full rated capacity of the mine. More­
over, certain common service facilities, overhead management staff 
are to be provided almost to full as mentioned in DPR irrespective 
of the lower requirement of ore Considering all these factors, the 
ratio of 83 per cent strength recommended for Phase-I programme 
was not high. 

12.15. The Committee were also informed that the Board of Di­
rectors had decided to appoint the Administrative Staff College 
Hyije"rabad as Management Consultants. The staff requirementll 
would be studied by them. 

Daily rated workers 

12.16. Besides regular staff, the Detailed Project Report assessed 
the number of workers required as 1322 (including 136 mining and 
engineering personnel which have been treated by the Company as 
monthly rated staff) to enable production of 800 tonnes per day. 
The Sale Price Committee, which examined the question of number 
of workers required, assessed it (March. 1969) at 1863 for the pro­
duction of 415 tonnes per day and 216 for prestoping deveiopment. 
Adding 10 per cent for leave reserve, etc. on 2079 (1863 plus 216) 
the requirement works out to 2287. SubseQuently, the workers re­
quired ·for transportation and ore beneficiation had been assessed as 
129, thus raising the total number of workers to 2416. The number 
of workers actually employed, both for production and development 
from March, 1969 to March 1972 and the production achieved are 
indicated below:-

• 
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12.17. It would 'be seen from the above that the actual production 
achieved in 1971-72 was about 33 per cent of the target of 415 tonnes 
per day on which the Sale Price Committee assessed the strength 
but the number of workers engaged in 1971-72 amounted to 72 per 
cent of the total assessed for workers. 

12.18. In this regard the Management in a written note stated as 
follows: 

"It if not correct to compare the actual number of workers 
employed on production and compare it in propor­
tion to that given in the Sales Price Committee's 
Report. The deployment of workers in the S.P.C.'s report 
envisaged production of ore from stoping panels where 
more ore is obtained per worker than that from the deve­
lopment faces (a total of 2.416 workers). During the period 
under reference, the production has been obtained from 
the development faces in the Gate Trunk Roads and the 
preparation of the panels. As such, the workers deployed 
in these places cannot comoare in direct proportion to 
that provided in the D.P.R. or the S.P.C. Report for 41~ 
tannes/day of ore." 

12.19. As regards, the effect of excessive manpower on the cost 
of production and production oer capita as envisaged in the nPR, 
the 'Management of PPC informed the Committee as follows: 

"If the additional provision of the stat! Is taken into accoUDt 
which has not been orovided in the DPR, the increase in 
the stat! strength in the organisational chart works out to 
about 30 per cent only. The production per capita on the 
above basis will' come to 1.54 tonnes per staff per day in 
the DPR whilst as per the organisational chart will work 
out to 1.17 tonnes per stat! per day." 

12.20. To an enquiry of the Committee that in view of low level 
of production, the actual stat! strength should have 'been kept lower 
than the level obtainimr in 1968-69, 1969-70 and 1970-71. the Mana­
gement of P.P.C. stated that: 

"It may be seen that the actual deployment of staff has been 
only 73% of that prooosed to be employed for phase-I 
Certain minimum staff has to be kept in position irres­
pective of the demand of ore and the fact that full strength 
of phase-I has not been' fllled up even till date: as the 
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reduL'ed demand of pyrite has been kept in view while 
filling up the posts of staff." 

12.21. Asked about the steps. ~en to reduce overstaffing the 
Committee were informed by the representative of the Ministry that 
at the present moment, there is certainly a potential threat of layoff, 
but it is avoided. For 92 workmen who are deemed to be permanently 
surplus on account of the sale of equipment by the PPC and their 
idea of not doing very much of mechanical operations of the mines, 
efforts are being made to re-Iocate them in other public sector pro­
jects. There was also an effort made to introduce the voluntary re­
tiremen.t scheme so that the load of surplus workers could be re­
duced. This was done twice, but on both occasions the scheme could 
not make headway because of very strong protests (from the 
workers). So, It is not proposed to take any drastic steps to reduce 
the strength of the workers in the expectation that we would be 
able to achieve the 900 tonnes per da, production by 1976-77." 

12.22. The Committee find that as per the Detailed Project Report 
the total number of statl required for the production of 800 tonnes 
per day was 240. As against this the actual number of persons em­
ployed as'on 31-3-72 was 404. It has beeu stated that the DPR did 
not contain provision for certain categories of staff like transport. 
head-office etc. The Committee find that even taking into considera­
tion the categories of staff not included in the DPR. the total staff 
strength would work out to 519. As againstt this, the organisational 
chart prepared by the Management envisag:ed requirement of staff 
strength as 613 for the production .of 800 tonnes per day. and for 
Phase-I the recommended staff strength was 508. The actual staff 
strength as on 31-3-19-72 works out to 73 pel cent of the total staff 
provided even in the organisational chart. 

12.23. In the case of daily rated wOTker" aJlio the number of per­
sons employed was 72 per cent of the total workers assessed by the 
Sale Price Committee for Phase I. On the other hand. the production 
was only 29 per cent of the production envisaged in Phase-I. It has 
been stated that it is essential to have certain percentage of staff irres­
pective of rate of production. The Committee, however, feel that 
even taking into consideration th;s aspect, the staff was much In 
excess of requirements keepjng in view the 10,",' pr~uction at pre­
sent. It was admitted by the representative of tlte Ministry during 
evidence that there were 92 workmen 'who are deemed to be per­
mBbently surplus of requirements.' 

The Committee would urge that the reasons for such over-stamng 
should be Investigated and Yt should be ensured fhat over-staffing 
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is avoided in the interest of efficiency and briagiug down the eo.t 
of production. The Committee hope that the !daff strength would .... 
readjusted keeping in view the recommendationa of the proposed 
study by the Administrative Staff College, Hyderabad. The Commit. 
tee also suggest that there shOUld be a cell in the Company to carry 
(1IUt the work study at periodical intervais and the staft should " 
deployed in various jobs taking into account the reports of such 
works study. 

12.24. The representative of the Ministry assured the Committee 
during evidence that efforts were being made to re-Iocate the surplus 
staff in other public sector projects. The Committee strongly urae 
that the Government and the Undertaking should give eamest at­
tention to this problem and make suitable arranKements for the 
absorption of surplus personnel. 

C. Operational efficiency 

12.25. The table below indiGates the actual output per man year 
during the last four years as compared with the output per man 
year envisaged in Detailed Project Report and in pry,as:) I programme 
of production:-

Year PrOduction Production ACtt~al pro- percentage of 
p'~r man per man duction per /1Iiciency 

year as per year as re- man 
D.P.R. commended Col. 4 to Col. 4 to 

for Phast: I Col. 2 Col. 3 
programme 

2 3 \ 4 S 6 

1968-69 IS4 tonnt:s 44 tonnes 17 tonnes II 39 

1969-70 rS4 lonnes 44 tonnes 18 lonnes I2 41 

1970-7 1 154 10nnt'S 44 lonn~s 1610nms 10 36 

1971-72 154 lonn<'8 44 tonnt's 16 tonnes 10 36 

12.26. In view of the low off-take of pyrites ore. by Fcr the pro­
duction has been restricted which has resulted in low actual pro­
duction per man. 

12.27. It will be s~n from the table that actual production per 
man was much below than that envisaged from time to ~e. The 
wide variation between the productivity per man year as per the 
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Detailed Project Report and that re:.'ommended for Phase I Proeram­
me, is clue to the following factors:-

(a) Increase in the total number of staff and daily rated. 
workers from 1,562 in the Detailed Project Report to 2144 
in the Phase I programme in 1971-72. 

(b) .Scaling down of the production from 2.4 lakh tonne. per 
annum, as envisaged in the Detailed Proj~ct Report, to 1.2 
lakh tonnes per annum in the Phase I programme. 

12.28. In this connection, the Ministry stated (June, 1971) 81 

follows:-

(i) Detailed Project Report assumed mechanised operations, 
whereas the actual production during the period under 
consideration has been mostly by manuRI operations. 

(U) "the production level of 400 tonnes/day can be reached 
with the existing number of labourers with marginal in­
crease in product:on labour. The productivity is, therefore, 
expected to increase to double the present level which is 
about 20 tonnes." 

12.29. In reply to a question about the basis on which the produc­
tion per man year had been worked in Phase I programme and' if 
any scientific study had been made to determine the production norm 
per man, the Management of PPC in a written note, stated that: 

"Production per man was worked out in phase-Ion the basis 
of actual experience gained and no scientific study was 
made while determining the production norms perman." 

12.30. The Committee note that actual 'Production per man slDee 
the commencement of production in the PPCL has been much be-
low thaa wbat wall envisaged In the Detailed Project Report and also 
tower than what wall even envisagf'd in the revised Phase I prolmlDl­
me. The reasons for this are stl.ted to be excessiye stafl' including 
daUy rated workers and the decision to IIcale down the production 
toO 1.2 lakb tons in Pbase I. The Committee were informed that no 
.nentiflc study was made whne determining the 'Production per man. 
The Committee need bardly stress that low produetivity results in 
1I1tlb cost of J)roduet'Oh affectinl!' not onlv the workin« results of the 
PPCL but also tbe ~nomics of tbe worktD2 of the SulpJmric Acid 
Plant. The Committee, therefore. 1II'I(e that effective stelt!! should be 
tnken to·· Improve the etIlciencY and Increase p .. oductivity witb a 
v'\ew to enlllll'lnr an economit- price f'n the (\1'e Rnd for the KId. 
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D. Labour Welfare 

12.31 During the visit of the Committee on Public Undertaldnp 
to AmJhore in September, 1972 the Committee were given to under­
ltand that adequate housing facilities had not been provided to all 
the workers and staff due to certain diftlculties. Similarly, it had Dot 
been possible to provide suitable means of transport to the workerl 
to reach the mine head. In this connection, the Ministry informed 
as follows:-

"The Company has not been able to provide housing facilities 
to all the workers and staff upt,tl now mainly due' to the 
non-acquisition of additional land. The Company has at 
present 0Dly 60 acres of land and application has *D 
made to the ,state Government for acquiring additional 

. 185 acres of land. In the existing land the quarters for 
workers and staff have been built to the maximum extent 
possible, so as to provide this facility to the maximum 
num'ber of workers and staff. 

In the first stage PPC have planned to provide housing facili­
ties to 55 per cent of the workers, who are coming from 
beyond a distance of 10 miles. The table below shows 
various types of quarters which have been built and which 
are planned to be buH t during Phase-I of the mining pro­
aramme:-

Type of houses & Plinth area 

I. (36S Iq. ft.) 

II. (400 aq. ft.) 

III. (600 sq. ft.) 

IV. (900 sq. ft.) 

V. (ISOO sq. ft.) 

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

No. required to be construe- No. 
ted as per original pro- already 

iect estimates construc-
ted 

2 3 

248 (including 100 miners 
type barracks) 

139 

341 138 

42 67 

)2 ~7 

~ 4 

668 375 

Additional NOB 
proposed to 
be construc­
ted durlll,ll 
Phase-I. 

4 

2S0 (38S 
sq. ft. plinth 
area 

The mines at Amjhore are situated at a height of about 300 
feet above the valley (base level). Tpe monthly rated sta1r 
has been provided with subsidised transport which take 
them from the office situated at the base to the mine adits 
In respect of workers it has been stated that it would not 
be pouible to provide means of transport to the mines as 
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it involved running off several buses, which part from 
financial consideration, was not possible as proper road 
with suitable gradients and curves was not available for 
plying of such buses. A man riding haulage was being 
planned, which would take the workers from the base to 
the adit level. This haulage was not initially avail­
able from indigenous sources. Necessary action was 
being taken with Mis Mining & Allied Machinery Cor­
poration Ltd., Durgapur, who were being requested to 
undertake manufacture of such man-riding haulage with 
safety appliances and devices." 

12 .. 32. The Committee feel that lack of adequate housing facilities 
and suitable means of transport for the workers to enable them to 
reach the mine adits has to some extent aJfected the efficiency in 
the working of the mines. The Committee would, therefore, like Gov­
ernment/Underlakil1&' to give a serious thought to this proltlem and 
take concrete measures to provide the n~essary housing and trans­
port facilities to the worken. , 



XIII 

FINANCIAL MATTERS 

A. Capital Structure 

13.1. The authorised capital of the Company as on 31st March, 
1972 Was: Rs. 15 crores. The paid up capital, wholly subscribed by 
Gov~nment amounted to Rs. 609.14 lakhs on 31st March, 1972. , 

13.2. In addition, the company obtained unsecured loans from 
Government of India from time to time which stood at Rs. 272.00 
lakhs as on 31st March, 1972 (including short-term loans). 

13.3. The Company has also purchased certain equipments of the 
value of Rs. 92.84 lakhs (including interest) on deferred credit. 
On devaluation of French currency in August, 1969, the amount 
payable including interest was reassessed which resulted in a de­
crease of liability by Rs. 7.46 !alths. This has been adjusted in the 
Accounts of 1969-70 by reducing the value of assets and liabilities. 
The amount outstanding against 'defered credit' as on 31st March, 
1972 was Rs. 38.74 lakhs. 

13.4. The debt equity ratio as at the close of the last three finan­
~ial yeras was as follows:-

1969-70 0.46:1 
1970-71 0·49:1 
1971-72 0.45: 1 

B. Econotnic viability of tbe Project and Cost of Production 

13.5. The Actual production of pyrites ore started from April 
1968 when it was found that the ore got contaminated during the 
process of mining with overlyinglunderlying shale due to thinness of 
pyrites bed, with the result that the quality of the the run of mine 
ore ranged between 14-25 per cent. It was found possible to pro­
duce the pyrites ore only to the extent of 33 ± 3 per cent. 
S.Grade by manual beneficiation. 

13.6. For' commissioning, trials and guarantee tests of the Sul­
phuric Acid Plant it was a contractual obligation on the part of the 

135 
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Company to supply 7,000 tonnes of pyrites ore of 40 per cent. S. 
Grade. As the commissioning of the plant was much delayed, the 
Fertilizer Corporation of India LiInited Sindri demanded from time 
to time additional 26,500 tonnes of 40 per cent S. Grade ore. 

13.7. The supplies were, however, restricted to 19,909 tonnes of 
40 per cent. S. Grade ore as in January, 1970 it was decided to dis­
continue further despatches of 40 per cent. S. Grade ore. 

13.8. 40 per cent. S. Grade ore supplied to Fertilizer Corpora­
tion of India Sindri was produced by conversion of 33 ±B 
per cent. S. Grade by manual beneficiation which involved besides 
screening, picking, handling, etc. rejection of small size (minus 40 
mm) ore of 33 ± 3 per cent. S. Grade which amounted. to 
30 per cent. of the ore and, as such the cost of conversion was 
prohibitive. Against the estimated cost of Rs. 200 per tonne of 33 
± 3 per cent. S. Grade ore, the cost of production of 40 
per cent. S. Grade ore was estimated at Rs. 467.18 per tonne. The 
extra cost incurred by the Company in 1969-70 for upgrading 33 

3 per cent. S. Grade ore to 40 per cent. S. Grade ore was 
Rs. 143.75 per tonne. This resulted in additional expenditure of 
Rs. 13.99 lakhs for obtaining upgraded ore of 40 per cent S. 
Grade in 1969-70. In 1968-69 the additional cost incurred for the 
purpose was Rs. 13.33 lakhs. 

During 1970-71 and 1971-72, only 'B' grade ore was supplied to 
F.C.!., Sindri. The Company did not, therefore, incur any expendi­
ture towards beneficiation of 'B' grade to 'A' grade ore during the 
above two years. 

13.9. In order to examine whether the Sulphuric Acid Plant at 
Sindri could be modified to produce sulphuric acid from the lean 
ore and whether the Amjhore mine was in a position to supply the 
lean ore at economic cost, Government constituted a Committee of 
Experts in January, 1970 to examine and report on the following:-

(i) What was the optimum grade of ore which could be 
produced from Amjhore on a regular and sustained basis, 
with ore without beneficiation and at what cost? 

(ii) Whether the SulphuriC Acid Plant could operate with 
pyrites ore of lower than 40 per cent. S. Grade and, it 
so, at what level of efficiency and economics? 

(iii) Whether it would be necessary and desirable to carry out 
any modifications in the Sulphuric Acid Plant in order 
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to operate it on lower grade pyrites ore which can be 
mixed from Amjhore at economic cost and if so, what 
would be the extent of these modifications, cost and time 
required for completion? 

(iv) What was the optimum grade at which the total econo­
mics of mining and sulphuric acid production, taken to-­
gether, can be maximised? 

13.10. According to the Committee at the current prices of sul­
phur, the manufacture of sulphuric acid from elemental sulphur 
would be the cheapest and any substitution of sulphur by indigenous 
pyrites would make the acid costlier. The Committee, however, 
considered the fact that to a limited extent, foreign exchange 
could be saved even at a certain additional cost in view of the em­
ployment and other secondary benefits arising out of indigenous 
production of pyrites. Keeping in view the bistorical developments 
of the present problems and the sustantial investment made in 
Amjhore Project, the Committee considered it unwise to close the 
Mine and came to the following conclusions:-

(a) The quality of ore that will come out of the Amjhore 
Mine is expected to be 1~20 per cent. S. Grade. This 
can be upgraded to 23-25 per cent. S. Grade. by manual 
beneficiation methods before despatch to Sindri. At this 
stage, no mechanical beneficiation is recommende. After 
roasters are suitably modified. ore 1~20 per cent, or 
23-25 per cent. S. Grade could be utilised in com­
bination with elemental sulphur. The choice between 
the two alternatives rests neither on technical nor on 
economic grounds but purely on financial grounds. 

(b) The ore should be mixed with the elemental sulphur in 
the following proportions:-

Grades of Ore 

16-20 per cent. S. 

23--25 per cent. S. 

Requitement of ore and sulphur 
for stage I (i.e. Simon Carves 
S. Acid Plant of 400 tonnea 
per day)., 

Sulphur 

Requirement of ore IJId 
sulphur for Stsae II (i.e. 
Simon Carves Plant and 
Bulaarian Plant heiDi 

inatRlled total cspaclty of 
1280 tonnes of IUI-
phuric acid per day). 

Sulphur Or-. 
300 toDDel 8S tornes 960 tolllleS 272 tonnes 

336 tormes 58.4 tollllCl 1075 toMes 187 tonna 

Supply of 16-20 per cent. S. Grade ore would provide about 
39 per cent. of the sulphur value required for the 

297 LS-Io 
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aeld. manufactured and that of 23-25 per eent. S. Grade 
ore would Q(lcoUnt for about 58 pet cent. of the sul­
phur value for the manufactute of acid. 

(e) When both the Simon Carves and Bulgarian Acid Plants 
will be in operation, the total quantity of run of mine ore 
that has to be produced from the mine, will be 1800 
tonnes per day. The per tonne cost of production of 16-
20 per cent. S. Grade ore at Stage I (560 tonnes of 
R.O.M.). would be approximately Rs. 100 ex-mine head, 
whcih 'Would result in a cost of Rs. 170 per tonne at the 
mine mr the 23-25 per cent. S. Grade ore after bene­
.fieiation or Rs. 211 ex-Sindri. There is no provision in 
this prwe for any element of profit or return on invest­
ment; when the Mine produ(lles 1800 tonnes of ore per 
day, the ex-Sindri price would come down from Rs. 211 
per tone to Rs. 170 per tone. This is largely on account 
of the scale of operations leading to full utilisation of 
capacity. At the intermediate levels, the cost would be 
somewhat between these two costs. This assessment of 
costs has been based on 8Ji much as Rs. 1 crore invest­
ment for Stage I and Rs. 85 lakhs for stage II on surplus 
~hinery being kept off the books of the Pyrites, Phos­
phates and Chemicals Limited. 

(d) Until appropriate modifications to the roasters are made, 
the Pyrites, Phosphates and Chemicals Limited will con­
tinue to supply 33-35 per cent. S. Grade ore by manual 
picking for the Simon Carves Acid Plant only. The 
Bulgarian Plant should have, ho.wever, roasters modified 
to work with the mixture' of lean ore and elemental sul­
phur from the beginning. 

(e) As the requirement of run of mine ore under the propo­
sed recommendations would be substantially lower than 
what was originally planned, the Pyrites, Phosphates, 
and Ohemicals Limited should review and revise its de­
velopment programme and capital and man-power re­
quirements to cater to such reduced demand. 

(I) Both the- Pyrites, Phosphate and Chemicals Limited and 
the Fertilizer Corporation of India J,Jmited have to bear 
heavy liability in their effort to raise and use Amjhore 
pyrites instead of imported sulphur. As commereial en­
terprises, neither the Pyrites, Phosphates and Chemicals 
Limited nor the F~t1lizer Corporation of lnd!a Limited 



1. 
~~ ~~~rb th.e ',~~tiona\ b~rd~. ~orc!in_g to the 
Co.m.~i\tee, the additional burden on the production of 
~ul~b:utic a~i~ by ~ing lean ore with elemental sulphur 
~ If9J:IWare4 V'{it~ the pro~uction of acid :fr-Om· elemental 
~lp'~ would be M f,9.Bows:-

Particulars Stage I (Simon Carves Stage II (Simon 

(0 Sulphur percentasc: i~ ore. 

(ii) quantity of elemental sulphur required 
in tonnes/day 

(iii) savi~g in tonnes of el~mental sulphw' 
per day. 

, savingin foreign exehan~/day @Rs.270 
per tonne of sulphur s.) 

) Aeid ~ri~ in R..s. /tonne .. 

(vi) Acid rice ]Jas~d on elemental sulphur 
eRs. 

(vii) Additional cost incurred per day in 
~!'l prqdu~PIl !>f !lcid (R~~) 

(viii) atW-
Additional Rupj:e cost (vii) 

Fo~i~ eXc:hall~e saving (iv) 

~l!\Dt ~ 40Q tOWle, (:1U:~8 Wd Bulga-
pet day).· . rian . Planti-I280 

tonnes per day). 

2 3 

16-ao% 23~2S% 16-20% 23-25% 

85 .58'4 272 187 

.54 80'6 173 2S8 

14.580 21762 46710 69660 

264 299 239 263 

196'30 X96'30 X90 190 

27P80 41080 62720 513440 

1'86 x-88 1'34 1'34 

(g) ThougR mechanic~J ben~ft~iation has not peen proposed 
at this stage, thE! C9JllqU~~~e finds tpat sopn~r or l~~r, 
mephanical beneficiation may be compell~d by the re­
Q.uir~ments of cinder ~pl)sal, even tboJlih it may not 
be neCE!~sary merely for lJpgrading toe sulppur conten~ 
of pyrites. Th~ ~hnical and eci)n.omic $Spe~ 
of cinder disposal and mehanical beneficiation have to 
be studied separately on a top priority basis. 

IS.H. In a subsequent note the 1Aanagement informed the Co.tXl­
mittee as follows:-

~In pursuance of the recommendations of the Expert Com­
mittee headed by Shri K.S.R. Chari, trials were made at 
Sindri for feeding low grade pyrites with elemental sul­
phur so as to upgrade the feed to 40 per cent Sulphur. 



F.C'!. indicated that these trials were conducted for a. 
period of a week i~ presence of the experts from Mis. 
Lurgi.. In pursuance- with these trials 33 per cent grade 
pyrites at present beiIjLg .used in the Sulphuric Acid Plant 
is also being mixed with Elemental Sulphur for feeding 
to the roasters. 

The Expert Committee had recommended the use of 33 per 
cent of sulphur grade ore pending trials of mixture of 
lean pyrites 1~20 per cent or 23-25 per cent grade ore 
with sulphur in the existing plant. 

The Expert Committee has assessed the price of various grades 
of pyrites (without the profit element) as follows:-

Grade of pyrites Ore 

(a) 16-20% S 

Price/Unit of sulphur 

(b) 23-25% s. . 
Price/unit of sulphur. 

Cost (is delivered at Sindri 
Stage-I Stage-II 

Rs. 156'00 Rs. 127'00 

8· 60 RI. 7'00 

211'00 RI. 171'00 

8· 80 Rs. 7' 10 

By gaining further experience, the working methods at Amjhore 
have been modified and it has been possible to produce the ore 
having a grade of 30-36 per cent "S" on continuous basis. It is 
further expected by the Management (and also approved by the 
Board of Directors) that it will be possible to produce this garde 
of ore even for ·meeting the requirements for both Simon Carves and 
Bulgarian Acid Plants. The Unit cost of mining for this grade of 
ore has been also further assessed and the approximate delivery 
cost of this grade of ore at Sindri at a level of production of 1200 
tonnes per day will come to Rs. 1701-. i.e. the cost per unit of sul­
phur will come to Rs. 5.15 approximately. 

In the meeting held in the Ministry of Steel and Mines on 24th 
December, 1971 the Minister of State stressed the need for maxi­
mum utilisation of indigenous pyrites in preference to imported 
sulphur. 

F.C.I. has also confirmed the following v1de- Minutes of the 
Meeting dated 20-12-1971:-

"On an enquiry from M.D .• PPC it was confirmed· by Fer that 
it was technically possible to use 30-36 per cent pyrites' 
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in PPC Plant in Bqlgarian Plant after mixing with Ele­
mental Sulphur to bring' the feed upto 40 per cent." . " 

Therefore, the use of 30-36 per cent sulphur grade ore in both 
the plants at SindTi is beingconsi~ered which will lead to the ma­
ximum utilisation of indigenous sulphur, but the cost of production 
of Sulphuric Acid will continue to' be higher than that manufactur­
ed from Elemental Sulphur and th~ Government is being approach­
ed separately for according subSi~yJconcession for the same. 

, . 
13.12. During evidence the rept~sentative of the FeI informed 

the Committee as follows:-

"Expert Committee recommended two types 16 to 22 per 

.. 

cent with sulphur and 23 to 25 per cent with sulphur . 
. They were in a position to supply 33 per cent grade. 
This is what is used with sulphur. We have examined 
the viability of the project. PPC anticipated that when 
they do this 900 tonnes daily production of 33 per cent 
grade the cost would be' about Rs. 150 per tonne. With 
mixture with sulphur we expected with this rationalisa­
tion that the project would still be viable and the re­
turn on additional capital would be of the order of 11.1 
per cent using pyrites even at this price . 

• • • • 
We have come to that in regard to supply for Simon Carves 

plant. In the meantime the methods have also changed. 
Expert Committee depended upon the PPC management. 
What they said :was this. They said this is the best they 
·can do i.e. 16 to 20 per cent. Expert Committee said, that 
if you can remove shale manually you may improve to 
23 to 25 per cent. They were trying to find solution to 
problem how this low grade could be used. They said 
it may be mixed with sulphur. With same manpower, 
maintenance, etc. if it is possible to get 33 per cent, to 
that extent import of SUlphur is reduced. ThBt was the 
main thing. It is better to use more sulphur t3an more 
pyrites because sulphur is cheaper. The difterence in 
cost is Rs. 30 per tonne." 

Actual Cost of' production 

18.18; The table below indica~ .. t.he comparative COlt, ·of produc­
'\ion of ore per tonne ,as ,eatimated: in Detailed Project RepQrt 
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(Jan, 19(5), as submitted to tbe Sales Price Committee (March, 
,1969) and the actual cost during the years 1968-69 to 1971-72:-

As Esti- As J!Sti- '1968-69 
, ated in mated 'fISt at a pro­

Detailed fixing sale dUCtion 
Project prite level of 
Report (Mltn!h 2~,35S 
(Jan, 1965) I969~ ,at a tonnes 
'at a pro- prodU'ctidn 
duclloD kvelof 
Level of I ' 2 lakhs 
2,4 'Ialc:hs tofines 
tonnes 

I, Labour Wages 
& Salaries i2' 37 

2, Material cost & 
Power cost, 18, 95 

3, Depreciation 8, 30 

4 Accident benefit 
Welfare apd medi-
cal facUities, 1 ' ~o 

5, Maintenance of 
Plant and Machi-
neryetc, I' 65 

6, Ess~ntial seIlV~ces 
& Misc, exp'enses, 0' 29 

7(a~ Interesl: On wOI'k-
ing capital 0' 63 

(b) Interest on loan, 

8, 'Pickin'g, lTahdling 
are nmpiinlJ & ana­
lYSIS, transport from 
tc6~vt!yor 
to bunker 

COSt' of prbdu~bn 
(Ex, Mine Head) 

9, Transportation 
cost upto DOS in­
cluding loading in­
to wagon, 

53'70 

44 ' 92 

4'00 

18'51 

4'00 

12'40 

3 

41'86 

17'49 

17'99 

1969-70 
at a J?rQ­
du llOJ;l 
level of 
40,971) 
tonnes 

4 

5't- 52 

47'Il 

77'93 

9'70 

27'31 

23'43 

10' 13 

li)70-71 
at a pro­
du<;tion 

'level of 
34,843 
tonnes 

5 

'60'25 

ro -25 

13'94 

13'20 

1971-72 
at a pro­
duction 
level 'of 
3~,204 
tonnes 

6 

106 ' 80 

13-56 

20'02 

23'97 

50'66 

4'97 

332-27 

16' 14 

% 'e CommIttee were rnfO~ 'that .. ~ lollbwlng -factol's were 
• t espons!l)te lor ine ~aSe in the ~rmated cost thced 'by 'th~ 'Sales 
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Price €JDllinUtte.e owr tAaieKiJnated in th~ Detailed project Be­
port:-

(i) Reduction in thinckness of pyrites ore. 

(ii) Fraence Qf shale _~ acidity of water oozini through 
tM mine reswting in excess wear and tear of machines. 

(iii) Increase in rates of wages, B.A. 

(i:v) In(.Tease in material cost. 
(v) Increase in power cost. 

(vi) Increase in capital coR of proj~t qn acceunt of increase 
in cost of plant and ma.r:hil1e1'Y. initial development of. 
mine, de\TlluatiOll, etc." 

13.15. The unit cost envisaged in the Sales Price Committee Re­
port was ba.ed on the pi'o8uction rate ot. 41~ tonne. , day and on 
the assumption that 1he direct expeue •• -sucp, as \V~es, m~­
terial. plant and equipltlertt, etc., W01ild. be charged direcUf to 
capital and revenue and that common expenditure would be allo­
cated in the ratio of 15:85. The Company, however, allocated. ~e 
enUre expenditure (Goth dkect and u.d,ir~ct)in proportion to the 
excavation done fOl' pr04uoti~.nd pre-s~opin.g. On this ~is 
the expenditure was charged in the accounts for 1968-69 to 1971-72 
as follows:-

[1968-69 1969-;0 
t -'I: 

Profit-~ Lou ."cc:ount . 47'34% 61'86% 

~~Aceowat $2'~% jB',IiJ% 

Ie,..." 1 ~.9,-1l-72 

6.7',71% IoP'% 

32'29% nJJ 

The estiID8teJ .of ,eoIf: .. «f,VeIl • _ ~ ~rioe ~~"- lle-
,port are ~~t Uu~ref~e, stric~ comparable. Every year reven'ue 
'bu4ge.t ~s prepar.~d based o~ the trud$etted prodtJttfe'n as 'Well u 
,projec~ .}evel af PfQcJ:u,cti9D. On 'the basis of 'SUclt 'bm!gtft, It is 
e~u.red ~ ,the cost .pr~ction is not ~~. wen at -the 
'tota,l ,expenditure ~oe$not go beyond budgetted exp@nctitlrre. 

13.16. Subject to the above obwna4.tcMs _ :tal.;wise .-.Jpis 
>of 4.he es6imateIl COIt.as ~e(l ~ ~ ~ l'r,ice Commi~ Report 
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and the actual coat in the year 1968-69 to 1971-72 indicated the 
following features:-

(i) Labour wages and' salaries 

The Estimates made by the Sales Price Committee included a 
provision of 25 per cent for ad hoc increase in wages, 5 per cent 
for overtime and 5 per cent for work on Sundays, which did not 
actually materialise, This was. however, counter-balanced by the 
production being much lower than that envisaged in the Sales Price 
Committee Report. 

Again, the Sales Price Committee envisaged that the salaries 
and wages of staff and workers were debitable to production only, 
but a major portion of the total expenses under this head was allo­
cated to development during 1968-69 and 1969-70. 

During 1970-71 and 1971-72 the increase in cost per tonne was 
due to increase in wage rate of daily rated workers and monthly 
paid staff and its incidence on low production. 

{ii) Material cost and power cost 
,The break-up of the material cost and power cost as given in the 

'Sales Price Committee Report is as follows:-

Material cost Rs. 45' 90 per to (inCludesr 
Rs. 23' 40 nne of 
replacement of belting) 

- Power cost Rs. 7' 80 per tonne 

The actual expenditure on belting was Rs. 11 per tonne in 1968-
69 and Rs, 12 per tonne in 1969-70, as against Rs, 23.40 per tonne envi­

: saged in Sales Price Committee Report, thereby indicating that the 
provision for this item in the Sales Price Committee Report was 
on a higher side. 

The material cost in 1968-69 and 1969-70 was Rs, 42 per tonne 
and Rs. 28 per tonne respectively as compared with Rs. 22.50 per 

, tonne mentioned in the' Sales Price Committee Report., 
',' , 

The actual power cost in 1~9 and 1969~70 was Rs. 9.12 per 
, ' tonne, and Rs. 7.08 pe,r tonne respectively as against the estimate 

,of Rs. 7.80 per .tonne mentioned in Sales Price Committee Report. 
The higher incidence of P,Ower cost in 1968':69 was due to the fact that 
the actual consumption of electricity was much lower than the 

, 'minimum guaranteed demand. 

" Dunng 1970-71 the cost per tonne was less due to no issue of 
belting for replacement." 
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On an enquiry of the Committee as to what were the reasons for 
'1ncr~ase in the material cost over the norm given in the Sales Price 
Committee's Report, the Company stated that:-

"The direct material cost as mentioned in the Sales Price 
Committee at Rs. 22.50 per tonne is based. on the produc­
tion level of 1.2 lakhs tonnes per year where the produc­
tion cost in 1968-69 and 1969-70 was arrived at to the 
tune of Rs. 42.00 per M.T. and Rs. 28.00 per M.T. which 
was based on the production level of 24,355 M.T. and 
40,976 M.T. for 1968-69 and 1969-70 respectively. In view 
of low production which is due to low off-take by the 
F.e.!., Sindri the material cost has gone up. 

'The corresponding figures for 1970-71 and 1971-72 are as 
follows:-

J970-7J 
J971-72 

RI.25'88*, 
Rs. 32'68* 

In this case also, the reason is the restricted production due 
to low off-take by F.C'!. The increase in the material 
cost in 1971-72 over 1970-71 is due to the reason that all 
the eXpe'I1diture in 1971-72 was charged to P\L Account 
whilst in 1970-71, 67.7 per cent expenditure was charged, 
which has thus proportionately pushed up the material 
cost\tonne." 

(iii) Depreciation 

The total incidence of depreciation (both for production and 
development as envisaged in the Sales 'Price Committee Report, 
was much higher than the total depreciation actually charged in 
the accounts for 1968-69 and 1969-70. 

Again, the Sales Price Committee Report provided for 50 per 
cent of depreciation on loaders and shuttle cars and 8S per cent 01 
dep~eciationon common items of equipment to be allocated to the 
production account. The actual percentage allocated to Profit and 
Loss Account during 1968-69 and 1969-70 was, however 47.34 per cent, 
and' ~1.86. per cent respectively. 

In spite of the above, however, the incidence per tonne was higher 
in' 1968-69 and 1969-70 over the estimate of the Sales Price Commit­

. 'teemairuy due to idle capacity\under-utilisation of, the plant and 
• r -.' 1-,' • According to Audit these reprcllent !'ooth material and power Cost. 
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maehi1'lt!ry lt1'ld higher incide1'lce of write-oft of development e~-· 
penditur~ on account of low production. 

During the year 1970-71, cost per tonne was high due to low 
production. In 1971-72, all the Loaders and Shu.ttle cars along with 
some belt conveyors were declared surplus on which depreciation 
was charged at the rate of 1 per cent only as agailUlt charging as per 
tncome-Tax Rule 1970-71 for the surplus machinery. This resulted 
in the lessening of amount of depreciation in. 1971-72. 

(iv) Picking. handling, ore sampling and analysis, transport from 
conveuor to bunker 

The actual incidence was higher not only because of low level 
of production but also because of taking up of additional items of 
work. 

The Ministry stated in June, 1971 as follows:-

"The main reasons for the high cost of "production is the in­
a&!quate off-tak~ .... '!'he cos.t will ,come down substan­
tially when the oft-take is increased to about 400 tonnes/ 
l!ay." 

IhIe tG low pr.othJ.etlon 1!t:trittg 19'10-71 and 1971-"12 the cost per 
tonne was high due to 'the folloWing factots also:-

1. Accident Benefit Welfare & Medical Facilities. 

2. Maintenance of Plant & Machinery. 

3. Essential serViices anal miscellaneoue ~et. 

4. ln~er-eet on wcbrlting ~pital and on lOQn. 

13.1 '7. 'l'h.~ ~ommtt'tee enqUired wheth~ the cost 01. product.len 
of 400 tonnes a day would be sueh as to make the production of 
sulphuric-acid economical. The Company sbated. a8 finlows:-

''Cost lItruchlre afore at d.ifte!'ent levels of production l\as 
been allQertatned. 'Colrt df protiudton of ore at a level of 
4&0 MJI'. a day 'WiH. be Its. 1aO.OO per tOMe ex-Dehri-on­
:Soneex(!lU6.ifiog'ROyalty aM SQ1es Tax and retul)l on the 
capital. On this basis, the ~ of production of Sulphuric 
Acid at Sindri with/without mixing elemental su~hur 
durtng Phase-l al'l.d.n has been WQrked 01Jt as in ~en­
dix-m. It will be seen from the figures that . cost of prc>-
auction of'S' with Elemental Sulphur mixed with pyrites 
comes to Rs. 2531- and 2341- at.·Stage-oI and II respectively. 
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Expert Committee has estimated that cast of making 
Sulphuric Acid at Sindri from Elemental '5' will come 
to as. i'96l- per tonne. Thus the Sulphuric Acid to be 
produced at Stage-l and II with the pyrites mixed with 
elemental sulphur is costlier by 28 per cent and 19 per 
cent respectively." 

"The scope :£01" reduction itt the cost of production apart from 
the scale of prod\reti~ has ibeenreviewed in January, 
,1972. The method of mining has been reorganised. The 
percentage of eXtraction in the bord and pillar has since 
increased from 70 per cent to 85 per cent. Reduction in 
the cost ofhandli:ng of mtne acidic water has also taken 
place with the introduction of PVC pipes, cement as­
bestos 'pipes and making 'the two lninesself.draining, 
expenditure on the roof supports has been reduced by 
driving the galleries : narrow 'and introducing the roof 

'bolts, the 'sUrplus shuttle cars, loaders and belt conveyors 
'have 'been Withdrawn 'from the mine reducing the ex­
penditure on depreciation and maintenance. All these 
'ractors have reduced the <:06t of production. The Sales 
PriceC'o-trUttittee had 'arrived. at a cost p1'ice of Rs. 200/­
:pe'r tonneex-Dehli-on-Sone (-excluding royalty and Sales 
Tax) and the revi8edfigure of cost of production as 
assessed in January, 1972 comes to Rs. 160/- F.O.R. Dehrl­
'drl-sm~ '(1!'JIlClutliftg 'myrrlty -and Salas !I'ak)." 

During 'theevidenc~, 'the Managing Di'I'ector, 'PPCL 'tnfotrne5 'the 
~ommfttl!ells folloWs integ1ird 'to the cost of produdtidtl:-

'''In the 'lirst ~, fhe cost cif production was about ns. '201-
per tonne. In the approved'Df'R, it bas been taken as 8"'1>-
out 'Rs.43/- per tonne ex-mine-head. Today our cost arthe 
'level of production of :WO'tonnes per aay ex-mine head 
is 'B.s. 145]-for 30' to 36 per cent grade. It aoes not incluae 
royalty, sales tax and return on capital, , . :the abOve cost 
of 33 per cent grade ore is Includttlg the 'beneficilftion 
coSt, ..... 'rn'1\)IT1-12~4000 'tsthe p'r(xh.1~onand 'the 
cOst ex-mine':'head Is ''332/-. One of the 'faetors 'for 'the 

'increased cost'1s 'that we 'have g-6t 'iHle 'stlJ11lus capacfty 
which is not 'being titnised. We CBtl prdduce '1,20';000 
'tonnes per annurn,but' are producing omy34,OOO tonnes. 
'Thus the actual low offtake Is the main reasoh 'for p~h­
·tn-g lip 'the CCiSt. As comt>a'ted 'to 'the year '1'70·:71, 'dne . of 
'the niatn'faetors to be cOhstaeredfs tha:tat that'thne. ~, 



were operating two accounts. One was the mine deve­
lopment account and the second was production account. 
All expenses were being shared between the two. Our 
mine development account has· finished in 1970-71. All 
expenses which are there were charged directly to 
'revenue in the year 1971-72 .. 

With the present out-lay, we have worked out the cost at 
vltt"ious levels of production. At 60,000 tonnes our cost 
will be B.s. 191.00, at 1,00,000 tonnes the cost will be 
Rs. 160,00 including transport charges to Dehri-on-Sone." 

13.19. The Managing Director explained further as follows:-

"When we reach the production level of 1200 tonnes per day, 
our cost of production would be Rs. 125.00 ex-mine-head. 
If we make the sulphuric acid at the mine site itself, the 
cost of production will be even with some escalation, say, 
Rs. 210 or 220. If we make the sulphuric acid in 
Sindri from elemental sulphur it will cost Rs. 196.00 per 
tonne. So by taking those . figures of 1970 from the 
Expert Committee Report, you will find that the cost of 
production of sulphuric ,acid at Sindri and that at the 
mine site., is about 15 per cent higher." 

13.2.0. The Committee are concerned to note that the Amjhore 
mines have not been able to produce the requisite type of pyriteS 
ore (40 per cent S. grade quality), on which the Sulphuric Acid 
.Plant of Sindri was based. The cost of conversion of 33 plus minus 
.3 per cent ore by beneficiation for sup.,ly to the Sindri Plant is also 
prohibitive. As a result, the etireproject of .lJlining of pyrites and 
then producing sulphuric acid out of it, has run into difficulties. The 
choice is either to use lean pyrite with elemental sulphur '01' to 
beneficiate pyrites. The cost of production of pyrites ore at Am­
jhore mines has also been very high. Even asswnin( that the plant 
is able to produce ore of 33 plus minus 3 per cent S. Grade ore at this 
eos.t and the roasterslplants are suitably modified to use 30-36 per 
.cent S. Grade for producing acid to full capacity, the cost of produc­
tion of sulphuric acid would come toRs. 283 per t~e as against the 

. cost of Rs. 196 per tonne with elemental sulphUJ:' ,and Rs. 253 per tonne 
,with mixing sulphur and pyrites. However, before deciding on any 
.of the alternatives, the production capacity of the Amjhore mines 
and the extent of f~reienexchan,e r~quire4' f~r .lmJR»1 of sulphur 
will have to be taken into consideratiOll. . 
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13.21. For the manufacture of fertllizer, the pyrites bued plmts. 
have to incur additional expense on account of increased capital 
cost and operatinc cost compared to sulpbur bUed puts and un­
less raw materials were avaDable to the plant at reasonable prices,. 
it would not be possible for the plant to compete in fertilizer market 
with other plants based on imported raw materials. 

13,22, The Committee were informed that until the Simon. 
Carves Plant and the Bulgarian Plant go into production to achieve 
lZS9 tonnes of acid per day, tbe cost of ore/acid cannot be lower. 
The Committee, therefore, recommend that Government should 
ensure that two acid plants are fully commissioned according to revIs­
ed scheduled so that the oft-take from the Amjhore Mine may im­
prove and the cost of production reduced, 

13,23, The Committee also recommend that the economics of 
the alternatives for use of the Amjhore ore should be critically 
examined and a final decision arrived at. Government should also 
take steps to fix the cost of pyrites ore to the mutual benefit of PPCL 
and F.C,I. . .. '" ~;(~ 

C, Financial POsition and Working Results 

13,24. The table below summarises the financial position of the 
Company under broad headings for the last five years:-

(lls in lakhs) 
--_._-- --.----

Liabilities 1967-68 .1968-69 1969-70 1970-71 1971-72 

I 2 3 4 6 

(8) Paid-Up capital (including 
505'74 526'74 advance for ehares) 'SS'74 '75'08 609' 14-

(b) Reserves and surplus. 

(c:) Borrowings: , 
(i) From the Govt, of India 109'00 240' SO 283'50 272'00' 

(ii) From ANF France 
under deferred credit 
arranaements ' 82'70 72'45 S5'67 47'12 38'74 

Cd) Curre~ liabilities & Provi-
61'63 sions 15"3 43'30 39'92 71' sa 

TOTAL 603'97 751'49 891'83 967'33 991 '41> 
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.... ... 

I ~ ~ .. 50 ~. 

;(1. , . DO,i, () ,A I) , .J1. i " 15 ..• ;; ... til 

A"", 

(e) Gross block 205'26 313'53 3,60' 89 279':5 251' 10 

(f) Less : Depreciation 7'73 45'S5 82'95 107'52 100'73 

(g) Net fixed assets 197'53 267'98 277'94 171'73 150' 37 

(h) WQ,jcs ~e, ~~~I) . i'l1 "58 $'20 <4'5~ 4"~~ 

(i) OJn'ent a.sets, loans and 
.w.VII~8 3~'71 ~'48 ~S'W 4~J'57 4~S'~ 

(I) Unadjusted shortages in 
Mine equipments, stores 
etc, 0' 14 0'13 0' 17 

(k) Preliminary expense. , 0' IS 0'15 0' IS 0'15 0' 1!5 

(1) J:)evelopment expenditure 6!5'66 10!5'69 1~6'.o8 266,80 274'~0 

In) Ptwelopm~t AGCO~nt 
Sulphuric Acid Plant, 
Sindri 9'41 

(n) Profit and Loss Ac:count 13'61 44'40 72'43 126'26 , . 
TOTAL 603'97 751'49 891' 83 967'33 991'40 

~al~ployed 504'71 585' 16 6(j6'08 S6J'61 52'43 

Networth 50!5'59 512'98 5U'19 502'37 482·56 

-----
Notes: (I) Capital employed represcnts net fixed assets plus working capital 

(2) Net worth repreaenta paid.up capital plus reaerves less intangible assets 
(3) Gross block has be~n reduced during 1$)70-71 due to transfer of Mines Develop­

ment Expenses which stood at'R.s 94,70 1akh8 as on 1-4-1970 to Development 
Expenditure shown under other assets, 

(4) Current asscts, loans and advances include Rs, 197' 66 lakhs on account of 
Sulphuric Acid Plant (Simon Cares) defaeto transferred to F.C.I, w.e.f, 
1-4-1968, 

-------
13.25. The Company started mine operation from 1968--69 and pre­
pared Profit and Loss Account first time for the year ending 31st 
March, 1969. The Company incurred losses of Rs. 13.61 lakhs and 
.:as. 3{),58 lakh~ during 1~ ~nd 1969-70 r~lij)eCtiv.ely, 

These losses did not include the losses on accoup.t Of .shortages 
,and deterioration of pyrites ore aggJ'egating to B.s, 34.~ lakhs and 
-:the loss, if any, which may arise from the fix!Uion of ~ s~ pric,e 
.of the ore. 

13,26. The cumulative loss as on 30-3-1971 stood at Rs, 72,48 
lakhs. In this connection the Ministry stated in June, 1971 as 
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1ql1ows:-

"After fbcation C>f final sale price of the ore, final picture of 
losses will emerge. At that stage, suitable steps will be 
taken to bring down the lo:;ses pr0i!'essively." 

13.27. To an inquiry a8 to wh,t would be the fblal pi.cture of 
losses aitef adjustment of loues on account of shortage and deter. 
ioration of pyrites ore the Company stated in a written note as 
jollows:-

"After adjustment of losses on aCcoWlt of shortages, deter­
ioration, non-receipt of ore of FCI, receipt of ore below 
specification blY FCI, etc. the net loss will be Rs. 75.69 
lakhs in 197()"71.' 

\3.28. The Committee were also informed that • 
-"No further loss wi'll be incurred from fixation of final sale 

price for Hrt()..71 supplies as HIe price Au been taken 
into aCCO\lnt @ RI. 2OOj- per M. T. as agaiDat Rs. 2241 .. 
per M. T. which was previously accounted for and ad­
justedthereafter. On the basis of the sale price of 
Rs. 200/- which wes recommended by Majumdar Committee 
for 1968 to 1970 and thereafter for -subsequent years by 
the Government, PPC has adjusted their accounts right 
from 1~69 to lW71-72. F.e.I. is paying to PPC pro­
visionally Rs. 2001- per M. T. and if they accept this sale 
price, there is no necessity of any further adjustment for 
fixation of final sale price." 

13.291• The Committee: pointed out that according to Schedule 
-4G' of Annual Accounts for 197~71 a sum of Rs. 6.;39 lakhs repre­
senting the expenditure on proposed elemental sulphur plant has 
been shown under Miscellaneous Expenditure (Not written off or 
adjusted). Asked whether it was not desirable to write off this 
-expenditure as the proposal of elemental sulphur plant has been 
shelved by the Government on the economic consideration the Com­
pany informed that elemental Sulphur Expenses has to be written 
'off. The nature of expenditure b as follows:-

(i) Pees to Outu Kumpo including Bank Commission Re. 1,185' 75· RI. 3' 33 1akhs 

,(u) Deleption el[penses to Figland . RI.0·221akh. 

'QW Coat of trllnaportllti~n of ~re RI. I' 23 lakhs 

(tv) Colt af ore .... o· 57 IaIths 

(v) Delegation ~nsea to Norway and cost of deaf'" hea of 650 
M.T. ~ OR toNorwar·· R,. J' 04 lakha 

TOTA 1. R ... 6' 39 1aIth. 
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"The Company has requested the Government to give thiS: 
amount as a subsidy. The matter is under the active­
consideration of the Government." 

13.30. During evidence, the representative of the Ministry in­
formed the Committee that the cumulative loss as on 31st March, 
1972 was Bs. 126.26 lakbs. As regards the action taken to bring down 
the losses the witness stated as follows:-

"for that, two things are being done. One, of course, is the 
maximizing of production to meet the Bulgarian Plant 
demand when it is commissioned along with the ration­
lization scheme. The second one is that a study has been 
made by the Hyderabad Administrative Staff College to 
see what can be done to reduce the load of exercise staff 
and labour." 

13.31. In reply to a question, the Committee were also informed 
by the representative of the Ministry as follows:-

"The PP&C have asked for substantial subsidy of almost 2! 
crores and they have also said that interest rate should 
be reduced from 6 per cent to 21 per cent. They had 
also mentioned that there should be some way of reduc­
ing prices of sulphuric acid either directly by reducing 
prices of pyrites by subsidy or grant. Now, all this has 
not been proceeded with because the entire question 
of 900 tonnes per day cost estimate is fluid. At present 
We have not received the report. After we receive it, 
it will be possible to decide what should be done either 
purely on account of Simon Carves Plant or in an inte­
grated way between that plant and the Bulgarian plant. 
That is a decision that will take time." 

13.32. The Annual Re.port of PPCL for the year 1971-72 states 
as follows:-

"The average cost of production during the year under Report 
has been Rs. 345.15 per tonne (30-36 per cent S. Grade­
ore) ex-Dehri~n-SOne excluding royalty and sales tax. 
The cost of production has exceeded the sale price main­
lyon account of the restricted production which was 
matched with the off-take by the Sulphuric Acid Plant 
at Sindri. This was necessary as it was not possible tOo 
store the pyrite ore which gets oxidised and loses its. 
sulphur content very fast." 
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13.33. The Committee are diatreued to note that the Company 
Juad suffered a lou of Bs. 126.26 lakhs upto 31st March, 1972 whiehi 
-eomes te more than 20 per cent of the paid up capital The lou 
would be still more if the losses on account of abortages and 
deterioration of pyrites or the loss, if any, whicb may arise oa 
account of final sale price of the ore, are taken into consideration. 
There was also an expenditure of Rs. 6.39 lakhs incurred on the 
proposal elemental sulphur plant which is to be ultimately written 
Gil and thereby increase further the loss of ·the Company. The Com­
mittee would urge that immediate steps should be taken by the 
ManagementlGovernment to accelerate the production in the two 
Sulphuric Acid Plants, as scheduled in April, 1973 aDd 1.974 res­
pectively, so that the rate of production at the Amjhore mines 
eould be inereased so as to check the mountinc losses of the Com­
pany and to ensure that it remains a viable economic entity rather 
.thaa beeoming a burden on the naltonal exchequer. 

D. Costing System 

13.34. The following deficiencies have been noticed in the cost­
Ing system:-

(a) Cost of production has been worked out monthly on the 
basis of total fUlancial expenditure of different items 
without analysing the direct cost of mining. mining over­
head cost and administrative overhead cost, with the re­
sult that adequate control cannot be exercised over the 
incidence of variable expenses. 

(b) Idle time of labour, machinery, etc., with reasons there­
fore is neither ascertained from different production 
points nor hav.e these been compiled and evaluated at 
regular intervals with a view to take remedial steps. 

13.35. As regards (a) above, the Ministry stated in June, 1971 
~ follows:-

"The monthly costs were being analysed under the head 
under which cost is worked out. and approved by the 
Sale Price Committee, in order to have a comparison 
between the actuals and the estimates. Only where the 
actual cost shows wide variation from the standards. de­
tailed analysis was being made. The pattern has been 

.297 LS-Il 
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changed now and the cost ledger now indicates expendj...· 
ture under 'direct costs', 'overheads', etc. This will be­
further refined to enable proper management control as. 
advised." 

. 13.36. In a subsequent oote the Company stated that "though direct 
cost and indirect cost were not ascert~ined, the analysis of variable· 
experises was made from time to time to exercise control over' 
variable expenses. FroIll 1972~73, the Company Was introducing the· 
system of analysing the expenditure as direct, indirect etc. 

Since production was restricted due to limited off-take, thE!' 
analysis of idle time of labour and machinery has not been started.'" 

13.37. The Committee regret to note the' several defiCiencies iD. 
the costing system followed by the Company. There is no system. 
of making analysis of idle time of lablour .ad maehinery. No 
analysis of expenditure was also being made into direct and indirect 
cost etc. to exercise proper control'over expenditure. The Commit­
tee are surprised as to how any cost control was being exercised by 
the Management in the a~sence of such basic information. The­
Committee would urge that steps should be taken by manaarement 
to put the costing system on a sound basis to exercise more effective­
and close control over expenditure. 

E. Internal Audit 

13.38. In 1968-69 one Internal Auditor was appointed who was 
assisted by a staff of 3 clerks only. The Internal Audit Cell work-
1n~ under direct control of Managing Director of the Company was 
functioning with Headquarters at Dehri-on~Sone 35 Km. away 
from the Project. 

13.39. No Manual had been drawn up outlining the scope and 
programme of work to be carried out by the Internal Audit Cell. 
The tentative programme drawn by the Internal Audit in 1969-70-
indicated that only routine checks of cash and other records were­
being exercised. 

13.40. The Ministry stated in June, 1971 as follows:-

"An audit manual has been prepared. This is being examined 
by the Auditors of the Company after which it will be-
put into operation." 

13.41. The Company has stated in a written note that the Manage­
ment of PPC, subject to approval of Board of Directors, bas taken a 
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decision to get the Audit Manual compiled by the Statutory Au4itors 
of the Company. The Audit Manual to be compiled wil,apart from 
nonnal check provide for a critical review, systems operations, as a 
whole. Presently, Internal Audit wing is not adequately equipped 
to discharge its function. Action has been taken to strengthen Inter­
nal Audit Deptt. "by appointing an Internal Audit Officer." 

13.42. The Committee regret to note that tbougb it is now more 
than " years since internal audit was introdtreed, the Company has 
not finalised an Intemal Audit Manual nor defined tbe scope of 
work of the Internal Audit. The Committee recommend that in 
order that Internal Audit be really helpful to the Top Manqement. 
the Company should locate 'Internal Audit' as far as possible in 
Project site or nearer to it. The Committee alao recommend that 
Internal Audit Cell should be activised so that all the aspects of 
working of the Company may be brought under their purview for 
a thorough check. 

F. Accounting Manual 

13.43. There is no Accounting Manual laying down the detailed 
procedure for the maintenance and compilation of accounts, the 
duties and responsibilities of various officials and delegation of 
financial powers to them. 

13.44. In this connection, the Ministry stated in June, 1971 as 
follows:-

"This is being done now. Already some chapters of the Ac­
counts Manual have been finalised, and the rest are being 
finalised. " 

13.45. However, the Accounting Manual has not yet been fina-
lised and the Company stated in a written note in August, 1972 as 
follows:-

"It has been decided by the management, subject to the ap­
proval of the Board of Directors, to get a comprehensive 
Accounting Manual compiled by the Statutory auditors 
as has been done by other Public Sector Undertakings, 
such as, Cement Corporation of India, Fertiliser Corpo­
ration of India, etc. It is expected that both the Accoun­
ting Manual and the Audit Manual could be compiled 
and put into cperation within 6-'7 months from now on­
wards." 
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13.46. The Committee note that necessary action haa lince been 
taken to coqpUe an Accounting Mal\ual for the use of oftlcers of 
the Company and the Committee hope that it would be ready as 
scheduled. 

G. Avoidable Pay~ent of electricity charges 

13.47. In December, 1966 the Company increaaed its contract 
demand from 150 KV A to 400 KV A by executing supplementary 
agreement with the Bihar State Electricity Board. At the same 
time, in anticipation of increased activity of the Project, another 
agreement for additional supply of 1500 KV A was also entered into 
on the 5th December, 1966. Due to delay in installing transmission 
lines by the Bihar State Electriciy Board, the supply of 1500 KV A 
was commenced only from December, 1967. 

13.48 According to the agreement, the Company had to pay to 
the Board for the energy so supplied and registered as aforesaid, at 
the rates given in the Schedules, provided that minimum chrages 
as specified in the Schedules appended thereto should be paid ir­
respective of whether energy to that extent has been consumed or 
not. 

13.49. During the period from December, 1967 to November, 
1970 the actua.l off-take of energy by the Company was, however, 
far below the enhanced contract demand. Maximum demand uti­
lised was 1050 KVA and the average utilisation was between 800 
and 900 KV A. Due to the consumption being much below the con­
trcated demand, the Company had to make an extra payment of 
Rs. 2.77 lakhs to the Bihar State E1ectricity Board over and above 
the amount due on the basis of actual recorder consumption. 

13.50. In Febru.ary, 1969, the Company approached the Bihar 
State Electricity Board to arrange for reduction of contract demand 
from 1900 to 1200 KVA but final decision was awaited from the 
Board (November 1970). Further as per agreement (Clause-9) 
the Company could not determine the agreement for at least 3 years 
ending in December, 1970. 

13.51. The Company gave the following reasons for delay in 
building up the load:-

(1) Delay in the receipt and commissioning of high H.P. ma­
chinery particulary stationary compressors. 

(2) Delay in procurement of loaders. 
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(3) Under-utilization of loaders due to adverse geological 
conditions. 

(4) Delay in taking up the production in full SWiftg due w' 
delay in commissioning of Sulphuric Acid Plant. 

13.52. To an enquiry of the Committee as to why it was not pos-
sible to increase the contarct demand in stage~ instead of in one 
instalment, the Company explained as follows:-

"The question of entering into contract with Bihar State Elec­
tricity Board for supply of power in bulk and not in 
phases is to be viewed in the background that the shuttle 
cars and loaders and belt conveyors were ordered in one 
lot for the reasons already explained. Thus all the ma­
chines were to be commissioned simultaneously. So it 
was necessary to entre into the agreement with Bihar 
State ElectriCity Board for the supply of the power in 
one instalment. It was only after entering into such ag­
reement that Bihar State Electricity Board agreed to 
construct a separate transmission feeder 11 K.V. line 
from their Sambota Sub-Station to our mine (5 miles 
line) which reduces our dependence on the agriculture 
11 K.V. line, where fluctuations and interruptions in the 
voltage were tremondous. We were able to get the 
power only in December, 1967 i.e. just the time the key 
mining machinery arrived in the project." 

13.53. The reduced demand of 1200 KV A is effective from 
December, 1970, although the actual consumption during 1971-72 was 
about 900 K.V.A. -

13.54. In a subsequent note the Company informed-

"There has been a reduction of contract demand from 1900 
KVA to 1200 KVA with effect from 21st December, 1970 
and an agreement to this effect was signed on 13th Febru­
ary, 1971 between Bihar Electricity Board and Pyrites, 
Phosphates and Chemicals, Ltd. Amjhore." 
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The Company further proposes to reduce the contract demand 
to 800 KV A for which application has been made to the Bihar State 
Electricity Board. 

13.55 .. The Committee regret to note that the low production in 
the Amjhore Mines not only resulted in non-utilisation of the 
imported key-mining equipment but also in extra expenditure of. 
Rs. 2.77 Iakhs (till November, 1970) on electricity charges on account 
of the actual oft-take energy being far below the contracted demand. 
The Committee desire that the Company should take immediate 
steps to work out the minimum requirements of power on a realistic 

basis and enter into an egreement with the Bihar State Electricity 
Board so as to avoid payment of eleetri.city charres in excess 01. 
aria.aI consumption.. • 



XIV 
CONCLUSION 

" . ,- . 

The Committee have noted that the revised estimates of the Pro­
ject for achieving the production of 800 tonnes per annum approved 
by the Board in January, 1968 exceeded the original estimates sanc­
tioned by the Government in January, 1965 by 66.7 per cent. The ex­

'cess was mainly either on account of inadequate provision of plant 
and machinery and pre-stoping development due to inclusion of items 
not provided for in original estimates. In April, 1968 the CompanY' 

,decided to restrict the development and production of pyrites in two 
phases, Phase I from February, 1967 to mid-1971 for productiQn of 
400 tones per day. 

14.2. The Committee have observed that the Project esticates 
were not carefully worked out taking into consideration all the rele­
vant items. The Committee expressed the hope that instructions 
issued by Government in 1969 would be kept in mind by the Com­
pany while preparing the Revised estimates now stated to be on 
hand for production capacity of 900 tonnes per day. 

14.3. The Committee were surprised to find that even after the 
lapse of four years, the revised estimates approved by the 
Board in the January, 1968 had not been sanctioned by the Gov-
ernment due to non-finaIisation of the unit cost of mining pyrites 
ore and the decision to construct the Bulgarian Acid Plant and 
thereby enlarge the scope of the project. The Committee were in­
formed that a fresh revised estimate was being prepared under the 
enlarge scope and that Government would take decision about the 
revised estimate and sale price of pyrites thereafter. The Commit­
tee, have expressed serious concern that the Company was allowed 
to continue to incur expenditure on the project without any 
sanction of the revised estimates by Government and even before 
determining the economics of the Project. The Committee have ex­
pect€'l that while examinig the question of according approval to 
revised estimates, Government would seriously consider its effects 
on the economies of the project. The Committee felt that wher& 
the economics of the projects were adversely affected as a result of 
revised estimate of expenditure, the matter should specifically 
brought to the notice of Parliament without avoidable delay. 

14.4. The Committee were informed that at present, the Company 
had decided to keep the pattern of mining flexible and adopt both 
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the methods 'long wall' and 'bord and pillar' depending on roof con­
ditions, spread of ore and other factors. The Committee have expres­
sed the hope that before adopting any particular method, the Company­
would carefully work-out and examine among others the compara­
tive economics of both the methods since there seemed to be advan­
tages as well as dis-advantages under both the systems. The Com­
mittee have stressed that whatever be the method adopted for min­
ing, the aim of the Company should be extraction of ore at most 
economic cost and its sale to another public sector undertaking at 
a competitive price. 

14.5. The Committee have noted that there has been delay of 
about two years in obtaining the key mining equipment required for 
Ithe mines at Amjhore. The delay has been attributed mainly to 
the difficulty in getting the foreign exchange required for the 
import of the machinery. To bridge the time lag due to delay in 
procuring the machinery and to expedite the development of the mine 
the Company resorted to measures which resulted in additional ex­
penditure of Rs. 23.92 lakhs including purchase of additional machi­
nery of the value of Rs. 5.62 lakhs from the NCDC. These machi­
nery were used only intermittently due to frequent repairs and were 
ultimately laid off for want of fast moving spares and sold back to 
the NCDC at a loss of 0.18 laks. 

14.6. The Committee regretted to note the lack of synchronisation 
of the programme of mine development with establishment of the 
Sulphuric Acid Plant. The Committee have not appreciated the un­
due haste in procuring from NCDC machinery meant for coal min­
ing without verifying the suitability and'the condition of such ma­
chinery, even when there was no provision for them in the project 
estimates. 

14.7. The Committee are also distressed to note that the efforts 
and extra expenditure incurred to speed up production did not 
serve the purpose since the Acid Plant which was expected to be 
commissioned in September, 1966 was actually put on trial runs in 
July, 1-969 an even thereafter it was not working satisfactorily. 

14.8. The Committee have po;,pted out that an expenditure of Rs. 
18.60 lakhs had been incurred on exploration work although the re­
serve of pyrites ore were considered to be adequate to sustain a pro­
duction of 1400 tonns per day for 7 years and there was not much 
demand for pyrites. The Committee felt that had a firm demand 
for the supplies of are been secured before commencement of the 
exploration work, the large expenditure incurred on exploration work 
could have been avoided. The Committee have suggested that 
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there should be greater co-ordination between :rCI and PPC 80 that 
development of mine could be matched with the demands of FeI. 

14.9. The Committee have expressed regret that the average actual 
production during the last three years (1969-70 to 1971-72) has been 
even less than one third of target, with the result that the cost of 
production is expected to be Rs. 283.75 per M.T. as against the esti­
mated rate of Rs. 160.02 per M.T. The Committee have further nott:a 
that developed capac~ty could not be exploited in full first due to 
lack of an assu~d demand and later an account of defective Acid 
Plant at Sindri. The Committee were informed that the production 
programme of pyrites ore was now to be linked up with the progress 
of the construction and comissioning of the Bulgarian Acid Plant. 
The result was that the cost of production was alsmost double the 
estimated rate with consequential adverse effect on the cost of acid 
and finally on the end product. The Committee have urged, that 
the GovemmentjFCI should ensure that both 'the Simon Carves and 
Bulgarian Acid Plants should keep up to their schedule of going into 
production by April, 1973 and. 1974 respectively, ,so that the tempo of 
production could be increased and the cost of pyrites ore brought 
down. 

14.10. There had not been clear demarcation of responsibilities of 
IBM at any stage and no binding contract entered :into with them 
with the result that the Company was finding itself in a quandry. The 
Committee would like Government to take stpes to have the claims 
and counter claims settled at an early date. 

14.11. The Committee have pointed out that the equipment for 
the Project should be procured in a phase programme. ,In spite of 
the advice of the Technical Advisory Committee, the Company plac­
ed orders for the equipment valued at Rs. 96.18 lakhs in January, 
1966 and equipment was received during June, 1967 and November, 
1967 and thereafter installed them in the first quarter of 
1968. The Committee have regretted to note that there was 
gross underutilisation of the loaders and the Shuttle cars and 
that there performance was very poor. Later on, as the work 
progressed, it was realised that under the geological conditions pre­
vailing' in the mine loaders and shuttle cars were not suitable. The 
Committee have observed that the necessity to acqufre these equip­
ments should have been carefully gone into initially, after a detail­
ed study of the geological conditions. The Committee were inform­
ed that the provision for the procurement of the equipment was 
made in the Detailed Project Report by the Company to accelerate 
the pace of development of the mine and to synchroniSe it with the 
date of commisSioning of the Sulphuric Acid Plant at Sindri in Sep­
tember, 1968. The Committee have regretted to ftnd that U:-e objec-
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tive with which the Company had gone in for the equipment had not 
been achieved. The Committee felt that the need for deployment of 
.equipment should have been closely examined after taking into ae-
'ount all the relevant factors. 

14.12. The Committee have recommended that the matter of pur­
chase of key-mining machinery in one lot should be further investi­
~ated and responsibility fixed on the erring officers and the Commit­
tee informed of action taken. The Committe~ desired that the 
Company should take steps to assess their requireme~ts of plant and 
machinery keeping in view their production programme in the near 
future and to dispose of surplus eqUipment in the best interest of 
the project. 

14.13. As regards the location of Sulphuric Acid Plant at Sindri 
the Committee have observed that apart from the consideration to 
locate the Sulphuric Acid Plant near the point of consumption of 
the acid, one other consideration which weighed with Government 
for locating the Sulphuric Acid Plant at Sindri instead of near the 
mine, was that the cinders might be of use in the steel plants locat­
ed in the vicinity of the Sulphuric Acid Plant. The Commitee have 
regretted to note that this did not materialise and the cinders were 
not used by the Steel Plant and only stray attempts were made 
for their disposal, otherwise they were being dumped by the Ferti­
liser Corporation of India. 

14.14. The Committee were of the view that the economics of 
locating the plant near the consumption point should have been 
gone into more thoroughly taking into account difficulties regarding 
disposal of cinder, transport of orelacid, etc. The Committee felt 
that in retrospect it would have been more .advantageous to have 
located the acid plant near the mine site as part of the Company, as 
the difficulties now being faced regarding shortage deterioration of 
ore in transit, low off. take of Ore, etc. would hsve been avoided. 

14.15. The Committee desired that the problem of disposal of 
cinders should be viewed with seriousness and efforts made to find 
an abiding solution for their disposal so that they may not create 
pollution problems which may prove to be health hazard. 

14.16. The Committee have pointed out that the omission of vital 
information about the grade of the ore in the contract for Sulphu­
hie Acid Plant has resulted in not only additional expenditure of 
Rs. 20 lakhs on certain technical modification but also low production 
in the mines with consequential adverse affect on tht cost. The 
Committee desired that the reasons for this vital omission of not 
specifying the grade of ore in the contarct should be gone into and 
responsibility therefore fixed. .. 
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14.17. The original estimates of the sulphuric acid' plant sanctioned 
.by Government in 1965 for Rs. 261.581akhs were revised. by the Board 
in 1968 and sanctioned by Government in April, 1969 for Rs. 450.50 
lakhs. The actuaJ. expenditure incurred upto 31st March, 1972, how­
ever, exceeded even the revised estimates by Rs. 32.18 lakhs. Actual 
tioned estimates. The Committee have emphasised that the estima­
.tes by Rs. 54 lakhs, which was more than 10 per cent of the sanc­
tioned estimates. The COmmittee have emphasised that the estima­
tes for any project should be prepared as realistically as possible in 
the beginning and should be made available to Government and 
Parliament before the project is sanctioned. It was highly impro­
per that the Government proceeded with the setting up of a project of 
this dimension without a clear idea as to the ultimate financial com­
mitment thereon. It was unfair to the Parliament and to the coun­
try to make the commit to a project on piece-meal basis from year 
to year without gjvin~ a true and realistic picture of the final cost 
of project in the beginning, and presenting the final expenditure 
on the Project as fair accompli. 

14.18. The Sulphuric Acid Plant should have been commissioned 
in September, 1968 but it was actually commissioned in JUly. 1969. 
Because of the delay of ten months in the commissioning of the 
plant, additional expenditure had to be incurred on staff salaries and 
other benefits amounting to about Rs. 6 takhs, besides the loss of 
production during this period. The delay was due to the late sup­
ply of the boilers by another firm over which the main contractor 
had no control. No penalty could be recovered from the contractor 
because of a provision in the contract which provided that the time 
specified in the contract for the completion of the work was subject 
to the fulfilment of the condition that the execution of the work 
by the Contractor would not be held up by any cause for delay 
beyond his reasonable control. Because of lacuna in the contract, no 
penalty could be levied on the contractor. The Committee were 
assured by the representatives of the Ministry during evidence that 
nowadays they were referring all contracts for the advice of the 
Ministry of law and these pitfalls were being avoided. The Com­
mittee hope that such lacuna will not recur in future. 

14.19. The Committee were surprised to find that though there 
was dispute in establishing sulphur efficiency guarantee in February, 
1970 due to difficultieS in obtaining pyrites of 40 per cent S. grade, 
the FCr in December, 1970 with a trial appraisal conducted with 
31 per cent S. grade ore considered that the contractor bad ~ 
"'deemed" to have met the gurantee performance. 
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14.20. The Committee found that there were several defects, 
noticed in operating the plant during the guarantee performance­
tests and the contractor had agreed to carry out the modificationsi, 
rectification of the plant at hh own cost, in terms of a protocol of 
an arrangement agreed in March, 1971 between the FC! and the 
!'ontractor. 

14.21. The Committee were surprised to find that the full con­
tractual liability under the terms of main contract had been finally 
discharged by means of protocol of 30th March, 1971, even without. 
the Company ensuring that the defects in the Plant ~ been rec­
tified to the satisfaction of the Management and the Plant is really 
capable of reaching its rated capacity. The Committee were doubt­
ful whether the amounts of compensation provided for under the 
protocol arrangements were adequate and in the best interest of 
FC!. The Committee urged that this ma·tter should be thoroughly 
investigated and the responsibility for the lapses in the arrangement 
should be fixed. 'The Committee have also urge that it should be 
ensured that all the defects in the plant were set right and the Plant 
reached its rated capacity on schedule. 

14.21. The Committee have pointed out that unless the cost of 
production of pyrites at Amjhore was brought down and the price 
at which the pyrites would be supplied by PPCL to FC! settled, the 
economics of the Sulphuric Acid Plant at Sindri would continue to 
be precarious. The cost of production of sulphuric acid as estimated 
in August, 1964 was Rs. 144.65 per tonne but the actual cost of produc­
tion was as high as Rs. 427.17 per tonne from pyrites of 33 + 
3 percent S. grade ore and Rs. 380.15 per tonne from pyrites for 36 
per cent S. grade ore. The Committee have stressed that Govern­
ment should take decision as to which of the two grades of are t.ey 
would like Amjhore Mine to provide depending on the extent to 
which they are willing to bear the financial burden so that this 
issue of fixing a sale price is settled without loss of any further time. 

14.23. The Committee find that although the Sulphuric Acid 
Plant was transferred de facto to the F.C,!. from 1st April, 1968, the 
de jure transfer has not yet been effected inspite of the fact that both 
the undertakings .are under the administrative control of the same 
Ministry. The consequence of the non acceptance of the sulhpuric 
acid plant by the FC! de jure was that tbe operating results of the 
Sulphuric Acid Plant were neither reflected in the accounts of FCI 
nor that of the PPCL. The Committee recommended that the d.e jure 
transfer should be effected soon to avoid legal and procedural diffi­
culties in the present situation where the plant belongs de facto 
to F.e.I. and de ;UTe to PPCL. 
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14.24. The Committee were distressed over the loss of as. 5.73 
Ilakhs suffered due to deterioration of the stock of 5150 tonne. of 
B grade pyrites ore at the Dehri-on-Sone railway siding. The stock 
had accumulated at the railway siding because of the refusal of the 
FeI to accept the B grade ore. The Committee have pointed out that 
instead of taking prompt action either to persuade the FeI to accept 
B grade ore or to beneficiate it to improve its quality, as was done 
subsequently, the ore was allowed to accumulate at the railway 
siding resulting in its deterioration due to rain and other causes. The 
'Committee desire that the reasons for this lapse should be investi­
gated and responsibility fixed. The Committee have urged that there 
.should be a proper coordination between the two public undertak­
ings in respect of production, off-take and transport of the pyrites 
and a firm agreement for the supplies finalised between the said 
undertakings, so that neither party fails to fulfll its obligations. 

14.25. The Committee found that, as the issue price of pyrites ore 
had not yet been settled, the questions as to who should bear the 
loss, the PPCL or the FCI was still under dispute. It was strange 
that while there had been a loss of Rs. 5.73 lakhs to the national ex-

· chequer, neither of the two Companies was prepared to accept it and 
it had not been shown in the accounts of either of them. The Com­
mittee desired that this matter should be settled expeditiously. 

14.26. The Committee regret to note that upto 31st March, 1970, 
"8,791 tonnes of pyrites were found short on physical verification and 
:8,517 tonnes were considered unfit for use due to long storage, result­
ing in a loss of Rs. 34,28,992 which is unfortunately neither reflected 
in the accounts of the Pyrites, Phosphates and Chemicals Limited 
-nor of the Fertilizer Corporation of India Limited. During 1971-72 
also, a shortage of 1964 tonnes was noticed at the time of physical 
"Verification of stock. The Committee have been informed that some 
steps have since been taken to avoid shortages both during transit 
and at the Plant site. The Committee hoped that with the measures 
now introduced, the Company would ensure that loss due to short-
· ages, deterioration of ore and other causes will be eliminated. 

14.27. In March, 1968, the Fertilizer Corporation of India Ltd., 
· Sindri entered into a contract with Bulgarian firm for a Sulphuric 
Acid Plant at Sindri, based on pyrites. Since then, there had been 
frequent changes in the thinking both at the level of the Govern­
ment and at that of the concerned Undertakings in regard to the 
setting up of this plant. The Committee were surpriled that even 
though the percentage of sulphur content in the pyrites ore from 
Amjhore had been known at the time of entering into contract, "the 
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contract for the plant was for a design to consume pyrites ore of 
43 per cent S. grade," which was definitely beyond the capacity of 
the Amjhore mine. The Committee were informed that the decision, 
to go in for the Bulgarian Sulphuric Acid Plant at 43 per cent S. 
grade ore was based on the information furnished by PPCL in May,. 
1967, that the PPCL would be able to supply 42.S per cent S. grade 
ore. It was only in March, 1968 that PPCL told FC! that the pyrites 
ore from the mine would be only 36 per cent S. grade. 

14.28. The. Committee note that the Bulgarian plant suppliers 
were consulted on the possibility of using leaner pyrites, but they 
indicated that their operating experience was limited to use of' 
pyrites with not less than 39 per cent sulphur and as such they were 
not in a position to give any authentic date on performance guaran­
tees on use of leaner ore in the roasters of their design. The Com­
mittee were surprised that in spite of this, it was decided to go ahead 
with this plant using the roasters with a mixed feed of sulphur and' 
pyrites. 

14.29. The Committee have deprecated the manner in which a 
decision was taken, based on incorrect information supplied by PPCL, 
without a thorough and careful examination of the economics of the 
project from all aspects including the high cost and the low quality 
of the Amjhore pyrites. The Committee have urged that this matter 
should be thoroughly investigated and responsibility for the lapses 
fixed. The Committee were doubtful whether the problem of dispo­
sal of cinders was adequately considered while taking the decision. 
The Committee have urged that it should be ensured that pit-falls. 
noticed in the Simon Carves Sulphuric Acid Plant at Sindri are 
not encountered again and the plant was able to give the guaranteed 
output. 

14.30. The Committee stressed that Government should undertake 
a thorough and critical techno-economic study of the Saladipura 
Project so as to ensure that the shortcomings faced at Amjhore mines 
were not allowed to recur at Saladipura. The Committee were of the 
view that the aim should ,be production of fertiliser at an economic 
price 10 that these become available to the cultivator at a competi­
tive price. 

The Committee have pointed out that the pyrites by its very 
nature was not suitable for haulage over a long distance. During 
transportation its quality got deteriorated. The experience of 
Amjhore pyrItes being transported to Sindri was not very happy. It. 
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was· therefore advisable to locate a fertilizer Complex including sul­
phuric acid plant close to the mine site. The Committee hoped that 
this aspect will be kept in view when the Saladipura pyrites deposits 
were developed. 

14.31. The Committee expect that the Company/Government 
would make a cautious approach towards the exploi~tion of the 
mines at Maldeota after assuring themselves of a regular off-take 
of rock phosphate. 

14.32. The Committee note that the Company was carrying. 
large stock of slow moving and non-moving stores worth Rs. 12.83' 
lakhs even after disposal of stores amounting to Rs. 21.58 lakhs in 
1971-72. The Committee were informed that surplus under steel 
items alone amounted to Rs. 13.95 lakhs as on 31·3-1972 eonsisting of 
spares for shuttle cars and loaders (Rs. 8.95 lakhs) and Steel and 
G.!. Pipes (Rs. 5 lakhs). The Committee desired that the Govern. 
ment should investigate the circumstances under which the purchas­
es of stores especially of spares and steel items had been made in 
excess of the requirements. 

14.33. The Committee have pointed out that no effective steps 
have been taken for a proper and scientific material management. 
The Company should streamline its purchase and J>l'ocurement 
procedure so that purchases are not made in excess of requirements 
and inventory is not unduly loaded at any time. The 'Committee also 
recommended that there should be a regular and periodic review of 
the inventory with a view to identifying surplus stores and ta·king 
action for their disposal in time. 

14.34. In spite of the recommendation of the Sales Price Commit­
tee and the award given by ·the Financial Adviser of the Ministry 
of Petroleum & Chemicals about the sale price of ore, the two Public 
Undertakings, under the administrative control of the same Minis­
try, have not accepted the price fixed by the award. The Committee· 
understood that this matter had again been referred to the Financial 
Adviser. The Committee were anxious that this matter should be 
settled qu~ckly in the mutual interest of both, as it vitally affected 
the workirlg results of both the Undertaldngs. 

14.35. The Committee were surprised to ftnd that in spite of the 
fact that a Director of the Fertilizer Corporation of India is the 
Chairman of tbe Pyrites Phosphates & Chemicals Ltd., there was 
lack -of coordination between the two Public Undertakings an~ many 
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points of dispute exist between them vitally affecting the work­
ing of tllte P.P.C.L. It only proved the apprehe1l8ion of the 
Committee that a part-time Chairman is not of much func­
tional value. The Committee urged that ~he Government should 
review the position and combine the post of Chairman and Managing 
Director in P.P.C.L. This would also be in consonance with the re­
commendations of the Administrative Reforms Commission, which 
had been accepted by the Government. 

14.36. The Committee have also noted that at present the Chief 
Mining, Engineer, Amjhore Mines was also performing the duties 
of the Managing Director. Needless to say that in an organisation 
like the P.P.C.L. which had its projects spread over in three different 

,States, the Managing Director had to perform onerous duties and it 
was too much to expect the Chief Mining Engineer to do justice to 
his duties both as the Chief Mining Engineer and the Managing Di­
rector. It was unfortunate, the Government had not ftlled up the post 
of the Mar!aging Director on a regular basis for over one year. The 
Committee hoped that the Government would soon appoint a person 
to perform exclUSively the duties of the Chairman-c'um-Managing 
Director, so that undivided attention may be given for the improve­
ment of thle undertaking. 

14.37. The Committee find that as per the Detailed Project Report 
the total number of staff required for the production of 800 tonnes 
per day was 240. As against this the actual number of persons em­
ployed as on 31-3-72 was 404. The actual staff strength as on 31-3-1972 
'Works out to 73 per cent of the total staff provided in the organisa­
tional chart. In the case of daily rated workers the number of per-

,sons employed was 72 per cent of the total workers assessed by the 
Sale Price Committee for Phase I. On the other hand, the produc­
tion. was only 29 per cent of the production envisaged in Phase-I . 

. The Comnlittee felt that the staff was much in excess of require­
ments keeping in view the low production at. present. It was admitted 
by the Ministry that there were 92 workmen 'who are deemed to be 
permanently surplus of requirements.' \ The Committee have urged 
that the reasons for such over-staffing should be investigated and 
it should be ensured that over-staffing is avoided in the interest of 
efficiency ~ nd bringing down the cost of production. The Committee 
hope that the staft' strength would be readjusted keeping in view 
the recommendations of the proposed study by the Administrative 

. Staff College, Hyderabad. 

14.38. The Committee noted that the actual production per man 
.. ince the commencement of production in tbe PPCL has been much 
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below than what was envisaged in the Detailed Project Report and 
also lower than what was even envisaged in the revised Phase I 
programme. The reasons for this are stated to be excessive sd 
including daily rated workers and the decision to scale down the 
production to 1.2 lakh tons in Phase I. The Committee have urged 
that effective steps should be taken to improve the efficiency and 
increase productivity with a view to ensuring an economic price for 
the ore and for the acid. 

14.39. The Committee felt concerned to note that the Amjhore 
mines have not been able to produce the requisite type of pyrites 
()re (40 per cent S. grade quality), on whiCh the Sulphuric Acid 
Plant of Sindri was based. The cost of conversion of the 33 plus minus 
3 per cent ore by beneflcation for supply to the Sindri Plant is also 
prohibitive. As a result, the entire project of mining of pyrites and 
then producing sulphuric acid out of it, has run into difficulties. The 
choice is either to use lean pyrite with elemental sulphur or to bene­
nciate pyrites. The cost of production of pyrites ore at Amjhore mines 
has also been very high. Even assuming" that the plant is able to 
produce ore of 33 plus minus 3 per cent S. grade ore at this cost 
and the roasters /plants are SUitably modified to use 30-36 per cent 
S. Grade for producing acid to full capacity, the cost of production 
of sulphuric acid would come to Rs. 283 per tonne as against the 
<cost of Rs. 196 per tonne with elemental Sulphur and Rs. 253 per 
tonne mixing sulphur and pyrites. For the manufacture of fertilizer, 
the pyrites based plants have to incur additional expense on account 
of increased capital cost and operating cost compared to sulphur 
based plants and unless raw materials were available to the plant 
at reasonable prices, it would not be possible for the plant to compete 
in fertilizer market with other plants based on imported raw mate­
rials. 

14.40. The Committee ~ere informed that until the Simon Carves 
Plant and the Bulgarian Plant go into production to achieve 900 
tonnes of acid per day, the cost of ore/acid cannot be lower. The 
Committee have recommended that Government should ensure that 
two acid plants are fully commissioned according to revised sche­
dule so that the off-take from the Amjhore Mine may improve and 
the cost of production reduced. 

14.41. The Committee have also recommended that the economics 
··of the alternatives for use of the Amjhore are should be critically 
·-examined and a tinal decision arrived at. Government should 
also take steps to fix the cost of pyrites ore to the mutual beneftt· of 
ppeL and FCI. 
~97LS-12. 1'- ~~, ~" 
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14.42. The Committee were distressed to note that the Company 
'lad suffered a loSs of Rs. 126.26 lakhs upto 31st March, 1972 which 
comes to more than 20 per cent of the paid up capital. The loss would 
be still more if the losses on account of shortages and deterioration 
of pyrites or the loss, if any, which may arise on account of final 
sale price of the are, are taken into consideration. There was also­
an expenditure of Rs. 6.39 lakhs incurred on the proposed elemental 
sulphur plant which is to be ultimately written off and thereby in­
ereasing further the loss of the Company. 

14.43. The Committee regret to note the several defkiencies in 
the costing system followed by the Company. There is no system of 
making analysis of idle time of ls,bour and machinery. No analysis 
of expenditure was also being made into direct and indirect cost etc~ 
to exercise proper control over expenditure. 

14.44. The Committee have regretted to note that though it is now 
more than 4 years since internal audit was introduced, the Company 
has not finalised an Internal Audit Manual nor defined the scope of 
work of the Internal Audit. The Committee have recommended that 
in order that Internal Audit be really helpful to the Top Manage-. 
ment, the Company should loca.te 'Internal Audit' as far as possible· 
in Project site or nearer to it. The Committee also recommend that 
Internal Audit Cell should be ~tivised so that all the aspects of 
working of the Company may be brought under their purview for a 
thorough check. 

14.45. The Committee regret to note that the low production in 
the Amjhore Mines not only resulted in non-utilisation of the im-
ported key-mining equipment but also in extra expenditure of Rs. 
2.77 lakhs (till November, 1970) on electricity charges on account 
of the actual oft-take energy being far below the contracted demand. 
The Committee have desired that the Company should take imme­
diate steps to work out the minimUm requirements of power on a 
realistic basis and enter into an agreement with the Bihar State 
Electricity Board so as to avoid payment of electricity charges in 
excess of actual consumption. 

NEW Da,.m: 
25th April, 1973 
Vaisakhcz -5~895 (S). 

AMRIT NAHATA, 
Chairman, 

Committee on Public Unde'rtakings,.. 



APPENDIX I 

[VUle par&2' 51 
Details of tile vanationJ betWtwl th, oriiina/ esriMllles al lUI' Dltai/td 

Project Report andfurthtr rwi3ionl 

Provision .. per sanctioned Project Report 

Revised cost estimates . 

The reasons for increase are as follows ;-

Increase 

Ra. 439' I21akhs 

RI. 732' 20 I albs 

Rs. 293'08 lath. 

I. Increase in the foreign exchange component on account of devalu-
ation R •. 32'00 lath. 

2. Items not provided in the Original Project Report 

3. Increase on account of provision in the Project Report being found 
inadequate 

4. Effect of financing the purchase of Loaders and Shuttle Cars under 
French Supplier's credit arrangement on account of interest and 

RI.84·27 " 
Ra. 120' 31 .. 

pre-shipment charges Rs. 22' SO .. 
5. Additional expenditure on salaries and wages due to delay in execu-

tion of the Project . Ra. 10'50 .. 
6. Anticipated increase in the cost of equipment, wages, salaries, 

matt rials etc. due to rising trend of prices . RI. 25' 00 .J 

Less: Savings under consultancy charies 

The reasons of increase headwise are as followa ;-

J. PLANT AND MACHINERY 

Provision as per sanctioned Project Report 

Revised cost estimates • 

Increase 

The reasons for increase in the provision of Plant 81 Machinery ue 
as follows; 

I. Devaluation of the Rupee 

2. Items Dot provided for in the Detailed Project Report 

3. Inadequate provision in respect of oertain item (49' oH I'SO) 

RI. 294' 581 akh. 

(-)Ra.I·solakhtl 

RI. 293' 08 lakha 

RI. 189' 51 Iakha 

Ra·331·48 .. 

RI. 141'97 lakha 

R •• 32' 00 lath. 

Rs. 35'96 .. 

RI. so· 51 .. 
4. Effect of fiaancing the purchue of loaders & shuttle can under 

French Supplier'. credit arrangement on lOCOum of imereat & 
preshipment char&es R .. u· SO •• 
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,. Anticipated increase in price of equipment due to rising trend of 
prices • 

Add : Transfer from civil works due to reallocation of provision 

I 
Leasl: Transfer to Surface HandUng Scheme separately· being the 

provision included above . . . . 

2. CIVIL WORKS :-
Provision as per sanctioned Project Report 

Revised cost estimate 

Increase 

T~e reasons for increase are dLie to inadeqLlate provision in follow-
1111 cases : 

I. Land .(5+6'60) 

2. Cost of constrLlction of roads to mine site 

Less : Transfer to Plant & Machinery:due to reallocation 

,. PRBSTOPING DBVELOPMBNT : 
Provilion a. per .anctioned 

• Ra. S' 00 laths 

RS.I45·97Iakhs 
Rs. 5'00" 

Rs. I SO 97 laths 

Rs. 9'00,. 

RI. 141'97 laths 

• Rs. IIO' II laltha 

RS.123·21 " 
Ra. 13' Iolakha 

Rs. I I • So lalths 

RI. 6· 10 " 
Rs. 18' 10 lakhs 

Rs·S·oo .. 
Ra. 13' 10 lakha 

Project Report . Rs. 90' 00 lakhs 

Reviled cost estimate. Rs. 171' 10 " 

Increase Rs. 81' 10 " 

The re&8:Jn. for increase arc as follows: 
(i) II"" no, protJidId in the Prqj'" Report 
(a) Provision on account of development cost for Intermediate 

psir of Adits not provided for in the Project Report • Rs. 4' 70 lat 

(b) Op:rlting c:l!t of systematic sampling of pyrites ore; Rs. 3' 90 .. 

Rs. 8,60 II 

eii) III::ad.qua" ProlJisioll ill the Rroj.cl. Report. 
(a) A:Uitionsl Pt;)vision for provin. Steel support in place of timber 

support . Ra. 34' 00 II 

(b) Increase on account of hiper wqes • Rs. 4'00 •• 

(c) A:lditional expen:iiture on account of .alaries due to gra;nt of 
Dearness Allowance and additional expenditure on mi8ceUa-
ous items Rs. 4' 00 II 

Rs. So' 60 lath, 

(iii) Anticipated increase in the cost of wiles I salaries, materials 
due to rISing trend of price . • • • • • • Ra. 20' 00 II 

(iv) Additii'\Qal expenditure on .alarie, and W8ICI due to delay in exe-
cution of the I"roject. • • • • • • . Ra. 10' so OJ 

Ra. 8 I' 10 lath. 



I'll 
4. MINING EXPLORATION: 

Provbion as per sanction Project Repon 

R~ised cost estimates 

Increase 

Rs. 22' 00 I'" 

Rs. 32' So .. 
Rs. 10' So " 

This increase is on account of addltionaldrilifng required for establishing avaiJllbiit)' 
of pyrites ore as approved by the Board. 

~. CONSULTANCY CHARGES: 

Provision as per sanctioned 
Project Report . 

Revised Cost estimates 

6. SURFACE HANDLING SCHEME 

Provision as per sanctioned 
Project Report . 

Revised cost estimates 

Increase. 

Saving 

Provision included in the Plant and Machinery transferred 

Transfer from the provision of transportation charges 

7. TRANSPORTATION CHARGES: 

Proviqion as per sanctioned 
Proiect Report . 

R .. vi.~ COllt estimates 

Increase 

After 1'I!8l1ocatioD Rs. S' 00 laklll have been transferred to surface 
hpndliaa scheme leaving ba1an9C ofRs. 9' 031akhl under this head. 

Rs. 2' SO laths 

R •. I'oo .. 
Ra.I·SC " 

Nil. 

Rs. 14' 00 lakhs 

RI. 14' 00 lakh. 

Rs, 9' co laklll 

Rs. S·oo .. 
RS.I4'OO " 

Nil 

RI.14'031akha 

RI. 1-4' 031akha 

8. Exp<":D1CI IDcwyc:d prior to the approval of the Project Report have 
h~ provided in the revised cost eltimatel • , . . RI. 24,88 lakha 



, ' . , , APPENDIXU 

(Vide para 6.6> 

Recommendations of the Technical Advisory Committee Amjho're 
Pyrite Mine 

The Committee has examined the Project Report as prepared by 
the Chief Mining Engineer, P.C.D.C. The Committee has confined 
its work to items connected with mining work and has not considered 
non-mining items such as Township etc. Calculations of reserves 
etc. have been assumed to be correct. The following recommenda­
tions are made:-

1. The Company should satisfy itself as regards ore reserves, 
quality etc. The Technical Advisory Committee does not take any 
responsibility in this respect. It is learnt that the detailed investiga­
tions work in respect of the ore reserves etc. in Amjhore-Ghoga 
Block was done by the Indian Bureau of Mines. It is suggested that 
the Company may purchase necessary drilling equipment to do ad­
ditional drilling work for proper layout of the workings in the Am­
jhore-Ghoga Block. In other Blocks, where detailed investigation has 
not been done it is recommended that the same may be done so that 
ore reserves are proved. 

2. The Mining Project Report has been prepared in great detail 
for a particular mining method. However, in the course of work, 
other methods of wOJ:.k may also be given trial to ensure safest and 
most economical method. The main Plant and Equipment will remain 
the same. Any miner additions or alterations in the face equipment 
will not affect the capital 'outlay and the Plant already ac­
quired could be fully utilised. As a matter of fact, the equipment is 
to be purchased in a phased programme and specifications etc. may 
require alterations or modifications during different phases. Similar­
ly the layout of the mine may require alterations according to geolo­
gical conditions. The Technical Advisory Committee recommends 
that there should be full fiexibility in drawing the layout of the mine 
workings, equipment needed etc. Methods of mining may be modi­
fied, by the Chief Mining Engineer as the work progresses to suit 
geological conditions. It is anticipated that capital expenditure and 
unit cost of mining will'11ot be affected whatever modifications and 
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alterations are made in the present Project Report except in cue 
when full packing of the geaf phydraulically by sand or pbeumati­
~ally becomes essential for reasons of safety. However, this posaibi­
lity is not envisaged at this stage. 

3. Subject to the recommendations given in para 1 and 2. 
The Ttechnical Advisory Committee approves the Project Re-

port with the following modifications:-

(i) One mine will be developed with 3 sets of adits. 

(ii) Drivage of three sets of adits with 2 entries. each maybe 
started simultaneously instead of one set at a time. This 
will help in opening out more area in the same time and 
save in total drivage. Only minor modification may be ne­
cessary in the layout of the mine to incorporate the above 
recommendations. 

4. The Committee was asked by the Chairman to recommend me­
thod of transport of the ore from the Mine Head to Rail Head. The 
Committee has not examined this in detail, but from the information 
provided by the Chief Mining Engineer and the Chairman, it is re­
commended that the most practical method appears to be to trans­
port the ore from the mine head to the East Bank of Sone River by 
Aerial Ropeway System and to bring broad gauge rai~way siding 
near the unloaping end of the ropeway. According to the informa­
tion provided to the committee, the length across the river, and the 
length of broad gauge railway siding will be about 3 miles. Of course, 
if broadgauge railway line can be brought to Amjhore in say 3 to 
4 years time, this will be the best arrangement. According to the in-' 
formation available, there is hardly any possibility of getting broad 
gauge railway line or siding to Amjhore the length of which will 
be about 20-22 miles, in the stipulated period. The Committee was 
informed by the Chief Mining Engineer that there is already one 
Aerial Ropeway operating near Amjhore, which transports lime-
stone across the River for Cement works." j' 



APPENDIX III 

(Vide para 13.17) 

Statement showing the cost of production of sulphuric acid by minv 
. pyrite ore 30-60 pr!r cent 'S' grade produced by sectional blast-

ing and picking out of lumpy shale. 

Sta,e 1 Stagt II 
400 t.p.d. acid 1280 t.p.d. acid 

Case (A)-.DirfICt use (No sulphur mixing) 

I. Cost of production of beneficiated ore manuaUy 
(33-36 ~~) . 145 12 

2. Cost of transport to Sindri 36 36 

3. Royalty and sales tax 6 6 

4. Cost of ore FOR Sindri 187 167 

S .. Cost of ore needed for producing I tonne of acid 
(1' 15) . 215- 192-

6. Cost of conversion 68 65 

7. Cost or Su!phuric Ac:d 283 . 
GtUe (B)-.Witi'l sulpltUT mi. in, tU en.·jsaged FlOW for thl plants 

I. Cost of 33-36% S ore at Sindri (See case 'A' above) .li7 167" 

2. Cost/ton of Itcid 

(a). Ore (0' 8 tonne) 150 134 

(b) Sulphur 97 Kg. 35 35 

185 169 
3. Coat of conversion • 68 65 

4. Coat ofthe sulphuric ac:id RI. 25) Rs. 234 

-Aslumiu,that the roasters[plant. arc suitably modified to Ule 30-.36% S Jfade for 
produc:in, acid to fuU capacity. 
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APPENDIX IV 

Summary of conclusions ! recommendat;ons of the Committee on Public 
Undertakings containecI in the Report 

'" . 

Reference to 
81. paragraph No. Summary of conclusions 1 recommendations 
No. in the Report. 

(1) 

1 

t. 

(2) 

2.17 
and 
2.18 

, '. 

(3) 

The Committee regret to note that the revised 
estimates of the Project for achieving the pro­
duction of 800 tonnes per annum approved by 
the Board in January, 1966 exceeded the original 
estimates sanctioned by the Government in 
January, 1965 by 66.7 per cent. The Committee 
note that the excess was mainly either on account 
of inadequate provision of plant and machinery 
and pre-stopping development due to inclusion 
of items not provided for in original estamates. 
The Committee also note that in April, 1968 the 
Company decided to restrict the development 
and production of pyrites in two' phases, Phase 
I form February, 1967 to mid-1971 for produc­
tion of 400 tonnes per day. The Project has in­
curred an expenditure of Rs. 606.72 lakbs upto 
the end of March, 1972. 

The, Committee are constrained to observe' 
that the Project estimates were not carefully 
worked out taking into consideration all the' 
relevant items. The Committee were informed 
that these ommissions occured in 1965 when 
there were no settled procedures. Since then th~' 
Govenrment had in 1969 prepared and circu­
lated a detailed note on it. The Committee hope 
that these instructions would be kept in mind' 
by the Company while preparing tbe Revised 
estimates now stated to be on hand for produ('.' 
tion capacity of 900 tonnes peT day. 

- - ~ ------
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The Committee are surprised to find that 
even after the lapse of four years, the revised 
estimates approved by the Board in January, 
1968 have not been sanctioned by the Govern­
ment due to non-finalisation of the unit cost 
of mining pyrites ore and the decision to con­
struct the Bulgarian Acid Plant and thereby 
enlarge the scope of the project. The Committee 
were informed that a fresh revised estimate is 
being prepared under the enlarged scope and 
that Government would take a decision about 
the revised estimate and sale price of pyrites 
thereafter. The Committee, take a serious view 
that the Company was allowed to continue to 
incur expenditure on the project without any 
sanction of the revised estimates by Govern­
ment and even before determining the econo­
mics of the Project. The Committee would 
strongly urge that Government should carefully 
examine the economics of the revised project 
from all aspects and take steps to sanction the 
revised estimates without any further delay. 

2.20 The Committee would also like in this con-
nection to draw the attention of Government to 
paras 1.7 and 1.9 of the Fiftieth Report of the 
Public Accounts Committee (Fourth Lok Sabha) 
on New Services and New Instrument of Ser­
vice and stress that effective ·action should be 
taken by the Government to implement the 
recommendations and lake prior approval of 
Parliament in case of substantial revision. The 
Committee also expect that while examining 
the question of according approval to revised 
estimates, Government would seriously consi­
der its effects on the economics of the Project. 
The Committee feel that where the economics 
of the projects are adversely affected as a 
result of revised estimate of expenditure, the 
matter should be specifically brought to the 
hotice of ParHament without avoidable delay. 

-_.- .. -----_._. __ ._------ -_. --_ ... _-_ ..... _---
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(1) (2) (3) 

4: 2.36 The Committee note that the Indian Bureau 
and of Mines in their original project report of 
2.37 May, 1961 based on a demand of 4.8 lakh tonnes 

preferred the 'lonpall' method of mining as 
the geological conditions, output capacity, etc. 
were more favourable for adoption of that 
method. Later, the Detailed Project Report of 
January, 1965 recommeded that the· initiaJ. 

\ 
method of mining should be the 'bord and 
pillar' method. When the Technical Advisory 
Committee which consisted of eminent mining 
engineers, examined the project report in June 
1968 to January. 1969, that Technical Commit­
tee recommended adoption of the longwall 
method considering the technical aspects, ex­
perience in India, higher percentage of extrac­
tion etc. than under bord and pillar method. 
Later, the Management again switched over to 
the 'bord and pillar' method considering the 
unhappy experience of the 10ngwaU method 
in the coal-fields, lack of trained workers in 
longwall method etc. The Committee also 
note that on account of re-adoption of longwall 
system, pre-stopping development would be 
needed only for 13,560 meters against 17,140 
meters envisaged in the Detailed Project Report. 

. The Committee regret to note that though the 
meterage got reduced. the reduction did not 
result in any savings. 

The Committee were, however, informed that 
at present, the Company has decided to keep 
the pattem of mining ftexible and adopt both 
the methods depending on roof conditions, 
spread of ore and other factors. The Committee 
ex~t that before adopting any particular 
meth~, the Co~y would carefully wor~-

. out and examine &I!long others the eomparatiVe 
ecOnomics of both the methods lince there 
see=ed to be advantages as well as dis­
advantages under both the systems. . The Com-
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(2) (3) 
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3.10 
to 

3.12 

"' , 

mit tee need hardly stress that whatever be the­
method adopted for mining, the aim of the Com­
pany should be extraction of ore at most econo­
mic cost and its sale to another public sector 
undertaking at a competitive' price. 

The Committez regret to note that there 
has been delay of about two years in obtaining 
the key mining equipment required for the 
mines at Amjhore. The delay has been attribut­
ed mainly to the difficulty in getting the foreign 
exchange required for the import of the machi­
nery. To bridge the time lag due to delay in pro­
curing the machinery and to expedite the deve­
lopment of the mine, the Company resorted to 
measures which resulted in additional expendi­
ture of Rs. 23.92 lakhs including purchase of' 
additional machinery of the value of Rs. 5.62 
lakhs from the NCDC. However, these machinery 
could be used only intermittently due to frequent 
repairs and ultimately laid off for want of fast 
moving spares and sold back to the NCDC at a 
loss of Rs. 0.18 lakhs. 

The Committee regret to note the lack of· 
synchronisation of the programme of mine deve­
lopment with the establishment of Sulphuric . 
Acid Plant. ' 

The Committee do not appreciate the undue 
haste in procuring from NCDC machinery meant 
for coal mining without verifying the suitability· 
and the condition of such machinery even when 
there was no provision for them in the project 
estimates. 

The Committee are also distressed to note that 
the efforts and extra expenditure incurred to 
speed up production did not serve the purpose' 
since the Acid Plant which was expected to be 
c.'ommissioned in September, 1168 was actually· 



181 
--. _._----_ .•. _------

(1) (2) (3) 
---_._----

6 

'''/ 

3.21 
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put on trial runs in July, 1969 and even there­
after it was not working satisfactorily. 

The Committee regret to note that the ex­
ploratioin work for the production of 1 million 
tonnes of pvrites ore t>er annum which was taken 
up on the basis of assessment of demand from 
various consumers had ultimately to be sus~nd­
ed in March, 1969, as the reserve of pyrites ore 
in the working block and the two adjoining 
blocks were considered to be adequate to sus­
tain a production of 1400 tonnes per da.y for 7 
years and there was not much demand ftJr 
pyrites. In the meantime, an expenditure of Rs. 
18.60 lakhs had been incurred on exploration 
work. The Committee feel that had a firm de­
mand for the supplies of ore been secured before 
commencement of the exploration work, ~ large 
expenditure incurred on exploration work could 
have been avoided. The Committee would only 
suggest that there should be greater co-ordina­
tion between Fcr and PPC so that development 
of mine could be matched with the demands of 
FCr. 

The Committee regret to note that the aver­
age actual production during the last three 
years (1969-70 to 1971-72) lias been evea _ 
than one thlrd of target with the result that the 
cost of production is expected to be Rs. 283.75 
per M.T. as against the estimated rate of 
Rs. 160.02 per M.T. the Committee were informed 
that the Simon Carves SulphuriC Acid Plant was 
expected to achieve production at 400 tonnes a 
day by April, 1973 and the Bulgarian Plant ex­
pected to go into production by middle of 197(. 
Therefore the Company would be increasing its 
production to 900 tonnes per day by the middle 
of 1974, which target is even more than the pro­
duction capacity proposed to be developed in tht' 
second phase. 
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The Committee regret to note that developed 
capacity could not be exploited in full, first due 
to lack of an assured demand ·and later on account 
of defective Acid Plant at Sindri. The Commit· 
tee were informed that the production pro­
gramme of pyrites ore is now to be linked up­
with the progress of the construction and com­
missioning of the Bulgarian Acid Plant. The 
result has been that the cost of production is al­
most double the estimated rate with consequen­
tial adverse effect on the cost of acid .and finaJ.ly 
on the end product. The Committee take a 
serious view of this 1.ack of proper planning and' 
would urge that the GovernmentlFCI should' 
ensure that both the Simon Carves and Bulgarian 
Acid Plants should keep up to their schedule of 
going intf) production by April, 19'J3 and 1974 
respectively, so that the tempo of production 
could be increased and the cost of pyrites ore' 
brought rlown. 

The Committee regret to find that there had: 
not been clear dema.rc·ation of responsibilities of 
IBM at any stage and no binding contract er..­
tered into with them with the result that the 
Company is finding itself in a quandry. The 
Committ~e would like Government to take a 
serious note of the problem and take steps to have· 
the ctailns :md counter claims settled at an early' 
date. 

The Committee have also come across' 
severaJ. caSf>S of defective or inadequate investi­
gations by IBM which have resulted in addi­
tional 'exper-diture to the undertakings and also' 
affected thf economics of their working. The' 
Committ~e need hardly stress that Government 
should iS3uE' strict instructions defining clearly 
the role of IBM now G.S.I. and stress that before' 
entrustin~ works to G.S.I. there should be defi­
nite stipulAtions between the undertakings and, 
G.S.!. 
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The Committee regret to note that the 
. question of setting UP a broad-gauge railway 
line betwPen the stock-pile base at the Amjhore­
mines and the nearest rail-head at Dehri-on­
Sone, a distance of 35 K.M. only, has been en­
gaging the attention of the Government since-
1964 without any conclusive decision. Mean­
while the ore is being transported from Amjhore 
to Dehri ''In-Sone for onward transmission to 
Sindri by Toad. The Committee understand that 
a cement factory in the private sector located 
near Amjhore is prepared to share the capital 
cost with the Pyrites, Phosphates and Chemicals 
Ltd. an,d the Railways towards the construction 
of a broad-gauge railway line and that they are 
also prepared to give a guarantee for a certllin 
minimum traffic. Negotiations in this regard 
are said to be in progress. The Committee would 
urge that the matter should be finalised by Gov­
ernment expeditiously keeping in view the eco­
nomics and the time taken in the transportation 
of ore by the rail and road. 

The Committee note that the detailed project 
report prepared by the Company in July, 1964 
and sanctioned by Government in January, 1965 
recommended, inter-4lia the procurement of 
gathering arm loaders and of shuttle cars without 
mentioning any detailed justification therefor, 
although the Indian Bureau of Mines did not re­
commend the use of these equipments in the pro­
ject reports prepared by them in May, 1961 and 
December, 1963. The Technical Advisory Com­
mittee, who examined the D.P.R., recommended 
that equipment for the Project should be pro­
cured in a phased programme. In spite of tha 
advice, the Company placed orders for the equip­
ment valued at Rs. 96.18 lakhs in January, 19M' 
and equipment was received during June, 1967 
and November, 1967 and thereafter installed them 
in the first quarter of 1968. The Committee were' 
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informed that because of delay in placing \ the 
order and uncertainty in release of foreign ex­
change the orders had to be placed in one lot. The 
Committee regret to note that there was gross 
under-utilisation of these loaders and the shuttle 
cars (as mentioned in para 6.4) and that their 
performance was very poor as compared with 
the standards fixed in the Detailed Project Re­
port. Later on, as the work progressed, it was 
realised that under the geological conditions 
prevailing in the mine, loaders and shuttle cars 
were not suitable. The Committee are, there­
fore, constrained to obsenre that the necessity 
to acquire these equipments should have been 
carefully gone into initially, after a detailed 
study of the geological conditions. The Commit­
tee were informed that the provision for the 
procurement of the equipment was made in the 
Detailed Project Report· by the Company to 
accelerate the pace of development of the mine 
and to synchronise it with the date of commis­
Sioning of the SulphUriC Acid Plant at Sindri in 
September, 1968. The Committee regret to find 
that the objective with which the Company had 
gone in for the equipment had not been achieved. 
The Committee feel that the need for deployment 
of equipment should have ·been closely examined 
after taking into account all the relevant factors 
and the purchase if at all should have been made 
in a phased manner as recommended by Techni­
cal Advisory Committee after gaining experience 
instead of acquiring the equipment in one lot. 

The Committee also regret to note that in 
order to make use of the loaders and shuttle 
cars which were found unsuitable under the 
geol~gical conditions prevailing in the mines, the 
Company had to develop gallaries wider than 
actually necessary and this involved an extra 
expenditure on timberlsteel support, which could 
have been otherwise avoided. 
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The Committee regret to note that in spite of 
the recommendations of the Technical Advisory 
Committee that the machinery should be pro­
cured in phases, the Company procured in 1967-
68 and 1968-69 all the key mining machinery of 
value of Rs. 237 lakhs for production of 800 
tonnes of pyrites ore per day, whereas it was de­
cided in December, 1969 to freeze the production 
a.t 400 tonnes per day thus rendering eqUipment 
of the value of RI. 166.89 lakhs surplus. Out of 
these, machinery worth Rs. 71.81 luhs had been 
disposed off or transferred to other projects and 
machinery worth Rs. 95.08 lakhs were still pend­
ing disposal. The Committee would like to be 
informed whether the transferred equipment 
have been put to full productive lise. The Com­
mittee take a serious view of the purchases-of 
the key mining machinery in one' lot in 
disregard of the recommendation of the 
Technical Advisory Committee and without a 
careful assessment of the demand and a finn com­
mitment for the pyrites. The Committee 
recommend that this matter should be further 
investigated and responsibility fixed on the erring 
offtcers and tho Co,.,..."ittee informed of the action 
taken. The Committee also desire that the Com­
pany should take steps to assess their require­
ments of plant and machinery keeping in view 
their pro~uction programme in the near future 
and to dispose of surplus equipment in the best 
interest of the project. 

The Committee find that apart from the con­
sideration to locate the Sulphuric Acid Plant 
near the point of consumption of the acid, one 
other consideration which weighed with Govern­
ment for locating the Sulphuric Acid Plant at 
Sindri instead of near the mine, was that the 
cinders might be of use in the steel plants 
located in the vicinity of the Sulphuric Acid 
Plant. The Committee regret to note that this 
did not materialise and the cinders were. not used 
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by the Stee.l Plant and only stray attempts were 
JDade for their disposal, otherwise they were 
being dumped by the Fertilizer Corporation of 
India. The Committee are of the opinion that an 
analysis of the cinders should have been made t() 
nnd out whether it contained any metal-value 
and whether there was an assured off-take of 
cinders by Steel Plants. 

As pointed out in the report of the Committee' 
of Experts, the disposal of cinders would pose a 
serious problem at Sindri, as it wouJd require' 
land acquisition on a large scale and stabilisation 
of fire materials so that they do not get blown 
around by wind or pollute the atmosphere in the 
Sindri colony and result in progressively increas­
ing lead in the disposal of cinders and consequent. 
increase in the cost of disposal. 

The Committee also feel that the economics of 
locating the plant near the consumption point 
should have been gone into more thoroughly 
taking into account difficulties regarding disposal 
of cinder, transport of ore\acid, etc. The Commit­
tee feel that in retrospect it would have been 
more advantageous to have located the acid plant 
near the mine site as part of the Company, as the 
difficulties now being faced regarding shortage I 
deterioration of ore in transit, low off take of' 
Ore. etc. would have been avoided. 

The Committee desire that the problem of 
disposal of cinders should be viewed with serious­
ness and efforts made to find an abiding solution 
for their disposal so that they may not create­
pollution problems which may prove to be health 
hazard. 

The Committee view with concern that the 
Sulphuric Aci~ Plant was de,signed to work on 
.40 per cent S. content Ofe althollgh the ore availa­
ble from . Amjhore m~nes vvalJ not of the required: 
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_ quality. It is stranae that when the Manage­
ment was fully aware about the variation in 
sulphur content of the ore, and though in 'the 
notice inviting tender for the work, the sulphur 
content of pyrites was i;.dicated as 32 to 49 per 
cent., the implications of such variation were not 
specifically brought to the notice of the Board. 
No specific mention of such variation was also 
made in the contract for setting up the Sulphuric 
Acid Plant. The result was that the Acid Plant 
could not be operated and certain technical modi­
fications had to be made. If at all, the plant was 
to work, the production could be with elemental 
sulphur along with pyrite or it was to work only 
at 90 per cent of the rated capacity. The Com­
mittee were informed that the cost of rectifica­
tionlmodification would be Rs. 20 :lakhs. The 
Committee take a serious view that the omission 
of vital information about the grade of the ore 
in the contract has resulted in not only an addi­
tional expenditure of Rs. 20 lakhs but also low 
production in the mines with consequential 
adverse affect on the cost. The Committee desire 
that the reasons for this vital omission of not 
specifying the grade of ore in the contract should 
be gone into and respt\nsibility therefor fixed. 

The Committee find that the original esti­
mates of the sulphuric acid plant sanctioned by 
Government in 1965 for RI. 261.58 lakhs, were 
revised by the Board in 1968 and sanctioned by 
Government in April, 1969 for Rs. 450.50 lakhs. 
The actual expenditure incurred upto 31st March, 
1972, however, exceeded even the revised esti­
mates by Rs. 32.18 lakhs. The Committee regret 
to note that the original estimates were not pre­
pared carefully after taking into consideration 
all the probable items of expenditure like custom 
duties, provision for spares, etc. As pointed out 
during evidence, according to Fel, the original 
estimates were on the '1owsfde as the provision 

---------.-------'~-
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for departmental works was inadequate and it 
did not include provision tor several items like 
pyrites storage building, grab crane, pay-loader, 
water treatment plant, development expenditure, 
working capital, etc. The Committee have re­
peatedly eln:phasised that th~ estimates for any 
project should be prepared as realistically as 
possible in the beginning and should be made 
available to Government and Parliament before 
the project is sanctioned. It is highly improper 
that Government proceeded with the setting up 
of a project of this dimension without a clear 
iaea as to the ultimate financial commitment 
thereon. It is unfair to the Parliame,nt and to 
the country to make them commit to a project 
on piece-meal basis from year to year without 
giving a true and realistic picture of the final 
cost of the project in the beginning, and present­
ing the final expenditure on the Project as fait 
accompli. 

The Committee have also been informed by the 
representative of the Ministry during evidence 
that the actual expenditure on the project is like­
ly to exceed the revised estimates by Rs. 54 lakhs 
which is more than 10 per cent of the sanctioned 
estimates. The Committee however find that 
according to the instructions issued by Govern­
ment vide Ministry of Finance O.M. No. 9(1)-FI 
61 dated the 22nd September, 1967 sanction of the 
Administrative Ministry is called for where 
actual expenditure on any component of the sanc­
tioned estimates exceeds 10 per cent of the sanc­
tioned amount· for the component. The Commit­
tee feel that as the actual expenditure under 
"Development Expenditure" had exceeded by 
more than 10 per cent even upto 31-3-1970, the 
Management should have approached the Min­
istry for regularisationlsanction at that time, not 
withstanding the fact that overall actual expendi­
ture had not exceeded the overall sanctioned 
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estimates. The Committee also feel that it is ir­
re~nllar to incur large expenditure in excess of 
the IIllnctioned estimates without prior approval 
of thp. prescribed authority. The Committee, 
the.TPfore, desire that the revised estimates of the 
proiPr.t should be finalised early and approval of 
the Government obtained therefor. 

The Committee find that although according 
to the contract the Sulphuric Acid Plant should 
have been commissioned in September, 1968, it 
was actually commissioned in July, 1969. 
Because of the delay of ten months in the com­
missioning of the plant, additional expenditure 
had to be incurred on staff salaries and other 
benefits amounting to about Rs. 6 lakhs, besides 
the loss of production during this period. The 
Committee were informed that the delay was 
due to the late supply of boilers by another firm 
over which the main contractor had no controf. 
Unfortunately no penalty could be recovered 
from the contractor because of a provision in 
the contract which prOVided that the time 
specified in the contract for the completion of 
the work was subject to the fulfllment of the 
condition that the execution of the work by the 
Contractor would not be held up by any cause 
or delay beyond his reasonable control. 

The Committee regret to note that because 
of this 'lacuna in the contract, no penalty could 
be levied on the contractor. The Committee 
were assured by the representative of the Min­
istry during evidence that nowadays they 
were referring all contracts for the advice of 
the Ministry of Law and these pitfalls were 
being avoided. The Committee hope that such 
lacunae in contracts will not recur in future. 

The Committee are surprised to find that 
though there was di.pute in establishing 8ul-
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phur eftl~iency guarantee in February, 1970 
due to difficulties in obtaining pyrites of 40 per 
cent S. grade, the FCr in December, 1970, with 
a trial appraisal conducted with 31 per cent S. 
grade ore considered that the contractor had 
been "deemed" to ha\le met the guarantee 
performance. 

The Committee also find that there were 
several defects noticed in operating the plant 
during the guarantee. performance tests and the 
contractor has agreed to carry out the modifi­
cationslrectification of the plant at his own cost, 
in terms of a protocol of an arrangement agreed 
in March, 1971 between the FCI and the con­
tractor. 

The Committee are surprised to find that the 
full contractual liability under the terIllB of 
main contract had been finally discharged by 
means of protocol of 30th March, 1971, even 
without the Company ensuring that the defects 
in the Plant have been rectified to the satisfac­
tion of the Management and the Plant is really 
capable of reaching its rated capacity. The 
Committee are also doubtful whether the 
amounts of compensation provided for under 
the protocol arrangements are adequate and in 
the best interest of FC!. The Committee would 
strongly urge that this matter should be 
thoroughly investigated and the responsibility 
for the lapses in the arrangement should be 
fixed. The Committee also urge that it should 
be ensured that all the defects in the Plant are 
set right and the Plant reaches its rated capacity 
on schedule. 

It is needless for the Committee to point out 
that unless the cost of production of pyrites at 
Amjhore is brought down and the price at 
which the pyrites would be supplied by PPCL 
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to FCI settled, the economics of the Sulphuric 
Acid Plant at Sindri would continue to be pre­
carious. The Committee note that the. cost of 
production of sulphuric acid as estimated in 
August, 1964 was Rs. 144.65 per tonne, but the 
actual cost of production was as high as 
Rs. 427.17 per tonne from pyrites of 33± ~ 'per 
cent S. grade ore and Rs. 380.15 per tonne from 
pyrites of 33 +3 per cent S. grade ore. The 
actual cost was based on the assumption that in 
case (A) the cost of pyrites will be Rs. 150!- per 
tonne ex-Dehri-on-Sone excluding royalty and 
sales tax and in case (B) Rs. 2OOi- per tonne. 
Although the Mazumdar A ward is there, the 
FCI has not accepted the basis on which PPCL 
is billing them. The Committee need hardly 
stress that Government should take decision 8!' 

to which of the two grades of ore they would' 
like Amjhore Mine to provide depending on the 
extent to which they are willing to bear the 
financial burden so that this issue of fixing a 
sale price is settled without loss of any further 
time. 

The Committee find that although the Sul­
phuric Acid Plant was transferred de fact.o t.o 
the F.e.!. from 1st April, 1968, the de jure 
transfer has not yet been effected in spite of the 
fact that both the undertakings are under the 
administrative control of the same Ministry. 
The consequence of the non-acceptance of the 
Sulphuric Acid Plant by the F.C'!. de jute is 
that the operating results of the Sulphuric Acid 
Plant are neither reftected in the accounts of 
F.C.!. nor that of the P.P.C.L. The main reason 
for this delay seems to be the unWillingness of 
the F.C'!. to take over the plant because of the 
high cost of pyrites due to which the working 
of the sulphuric acid plaht would be uneconomf­
cal resulting in loss to F.C.!. The Committee 
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were informed that the Government hope tOo 
" take a decision in the. matter after the receipt of 

the revised project report from the PPCL for 
the production of 900 tonnes of pyrites per day. 
The Committee desire that the Government 
should take a serious note of the present situa­
tion that because the cost of producing pyrites 
ore is very high. the. F.C.I. is not prepared to 
pay that price. The Committee strongly urge 
that Government should find a way out imme­
diately to resolve this problem to the mutual 
benefit of PPCL and FC! keeping in view the 
cost of the end product. The Committee re­
commend that the de jure transfer should also 
be effected soon to avoid le.gal and procedural 
difficulties in the present situation where the 
plant belongs de facto to F.C.I. and de jw'e to 
PPCL. 

8.13 The Committee are distressed over the loss 
of Rs. 5.73 lakhs suffered due to deterioration 
of the stock of 5150 tonnes of B grade pyrites 
ore at the Dehri-on-Sone railway siding. The 
stock had accumulated at the railway siding 
because of the refusal of the Fe! to accept the 
B grade ore. in spite of their acceptance in the 
meeting held in the Ministry in August. 1969. 
When the PPC were. knowing that the acid 
plant was capable of operating on 40 per cent 
S. grade only, the PPC should have taken­
immediate action for the benefication of ore 
and despatched them rather than allowed them 
to remain. It is regrettable that instead of 
taking prompt action either to pursuade the­
FCI to accept B grade ore or to beneficiate it 
to improve its quality, as was done . subse­
ouently. the ore was allowed to accumulate at 
tht:. "Ililv 'iy siding resulting in its deterioration 
due to rain and other causes. The Committee 
desire t}-at the reasons for this lapse should be 
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.. inv~tigated and responsibility fixed. The: 
Committee also urge that there should be 
a proper coordination between the two public­
undertakings in respect of production. oft-take­
and transport of the pyrites and a firm agree­
ment for the supplies finalised between the said, 
undertakings, so that neither party fails to· 
:fulfil its obligations. 

8.14 

8.28 

The Committee find that, as the issue price 
of pyrites ore has not yet been settled, the 
question as to who should bear the loss, the' 
PPCL or the FC! is still under dispute. It is 
strange that while there has been a los8 of 
Rs. 5.73 lakhs to the national exchequer. neither 
of the two Companies is prepared to accept it 
and it has not been shown in the accounts of 
either of them. The Committee desire that this 
matter should be settled expeditiously. 

The Committee regret to note that up to 
31st March, 1970, 6,791 tonnes of pyrites were 
found short on physical verification and 8,517 
tonnes were considered unfit for use due to long 
storage, resulting in a loss of Rs. 34,28,992 which 
is unfortunately neither reflected in the accounts. 
of the Pyrites, Phosphates and Chemicals Limi­
ted nor of the Fertilizer Corporation of India 
Limited. During 1971-72 also a shortage of 1964 
tonnes was noticed at the time of physical veri­
fication of stock. The Committee allo regret to· 
find that during the transit of ore from Amjhore 
to Sindri some of the wagons were even found 
missing. The Commitee would like to be inform­
ed whether compensation has been obtained 
from the Railways for the loss of pyrites trans­
ported in wagons which were reported to be 
missing. The Committee also regret to note that 
there were large shortages in transit in the quan-

----------
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tity of are in transit. However, it was not possi­
ble to lodge any claims with the Railways for 
shortages 8S there were no facilities for weighing 
the railway wagons either at Dehri-on-Sone or 
at Sindri and the receipts of the material were 
being recorded on the basis of R I R weights. The 
Committee have been informed that some steps 
have since been taken to avoid shortages both 
during transit and a,t the Plant site. The Commit­
tee hope that with the measures now introduced, 
the Company would ensure that loss due to 
shortages, deterioration of ore and other causes 
will be eliminated 

The Committee note that in March, 1968. the 
Fertilizer Corporation of India Ltd. Sindrl 
entered into a contract with Bulgarian firm for 
a Sulphuric Acid Plant at Sindri, based on py­
rites. Since then, there had been frequent chan­
ges in the thinking both at the level of the Gov­
ernment and at that of the concerned Undertak­
ings in regard to the setting up of this plant. The 
Committee are surprised that even though the 
percentage 01 sulphur content in the pyrites ore 
from Amjhore had been known at the time of en­
tering into contract, "the contract for the plant 
was for a design to consume pyrites ore of 43 
per cent S. grade" which was definitely beyond 
the capacity of the Amjhofe mine. The Com­
mittee were informed that the decision to go in 
for the Bulgarian Sulphuric Acid Plant at 43 
per cent 5, grade ore was based on the informa­
tion furnished by PPCL in May, 1967, that the 
PPCL would be able to supply 42.S per cent S. 
grade ore. It was only, in March, 1968 that PPCL 
told FCI that the pyrites ore irom the mine 
would be only 36 per cent S. grade. The Commit­
tee note that the Bulgarian plant suppliers were 
consulted on the possibility of Uling leaner py­
rites, but they indicated that their operating ex­
perience was limited to use of pyrites with not 
less than 39 per cent sulphur and as such they 
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were not in a position to give any authentic data 
on performance guarantees on use of leaner ore 
in the roaster of their design. The Committee 
are surprised that in spite of. this, it was decided 
to go ahead with this plant using the roasters 
with a mixed feed of sulphur and pyrites. 

The Committee deprecate the manner in 
which a decision was taken, based on incorrect 
information supplied by PPCL without a thorough 
and careful examination of the economics of 
the project from all aspects including the high 
cost the low quality of the Amjhore pyrites. 
The Committee strongly urge that this matter 
should be thoroughly investigated and responsi­
bility for the lapses fheed. The Committee are 
doubtful whether the problem of d~posal of 
cinders was adequately considerf>d while taking 
the decision. The Committee would a.lso urge 
that it should be ensured that pitfalls noticed in 
the Sinmon Carves Sulphuric Acid Plant at 
Sindri are not encountered again and the plant 
is able to give the guaranteed out-put. 

The Committee find that the explanatory 
work done at Saladipuraand the preliminary fea­
sibilty study carried out by Mis. R.T.Z. Consul­
tant Ltd. indicated that the Saladipura sulphide 
deposit was a' major source of indigenous sulphur 
and if the mines could be developed the acid 
available would be of the order of 3 lakh tonnes 
in 1980 and 6 lakhs tonnes in 1982. The Committee 
also note that bulk samples of ores at Saladipura 
were of 23 per cent SU:lphur grade but could be 
beneficiated to 40 per cent. The Committee were 
also informed that the beneficiated /)re And conse­
quently the acid would cost more. The Committee 
stress that Government should undertake a tho­
rough and critical techno-economic study of the 
Project so as to ensure that the shortcOmings fac­
ed at Amjh6re mines are not allowed to recur 
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at Saladipura. The Committee feel that the aim 
should be production of fertiliser at an economic 
price so that these become avilable to the culti­
vator at a competitive price. 

The Committee would like to point out that 
the pyrites by its very nature is not suitable for 
haulage over a long distance. During transpor­
tation its quality gets deteriorated. The experi­
ence of Amjhore Pyrites being transported to 
Sindri has not been very happy. It is, therefore, 
admissible to locate a fertiliser C'omplex, includ­
ing sulphuric acid plant close to the mine site. 
The Committee hope that this aspect be kept in 
view when the Saladip\Jra pyrites deposits are­
developed. 

The Committee expeet that the Company I 
Government would make 8 cautious approach 
towards the exploitation of the mines at Mal­
deota after assuring themselves of a regular off 
take of rock phosphate. 

The Committee note that one of the objec­
tives of the Company was raising, assembling and 
transporting of pyrites, phosphates and associa­
ted ores in such areas in India and elsewhere for 
sale or use and manufacture of sulphuric acid, 
phosphoric acid, phosphates andlor other pro­
ducts requiring such ores. The Committee regret 
to observe that PPCL has so far no perspective 
planning of taking over other phosphoric and­
pyrites mines in India and bring;ng them under 
their purview for development. The Committee­
recommend that the Government should exa­
mine the feasibility of drawing up a perspective 
plan for the development of thEse ores deposits 
in the country. 

The Committee find that the inventory of 
raw materials and stores in terms of months con­
sumption rose from 11 months in 1967-68 to 14 
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months in 1968-69 and 1969-70 and to 28 months 
in 1970-71. It has only sUghtly come down to 26 
months in 1971-72. The Committee also note 
that the Company was carrying a large stock of 
slow moving and non-moving stores worth 
Rs. 12.83 lakhs even after disposal of 
stores amounting to Rs. 21.58 lakhs in 1971-
72. The Committee were informed that surplus 
amounted to Rs. 13.95 lakhs as on 31-3-1972 
consisting of spares for sbuttle cars and loaders 
(Rs. 8.95 lakhs) and Steel and G. I. Pipes (Rs. 5 
lakhs). The Committee have already commented 
upon in para 6.21 of this Report the purchase of 
key-mining equipment including shuttle cars and 
loaders in excess of requirements. The Commit­
tee feel that the spares for shuttle cars and loa· 
ders should have also been disposed of along 
with the machinery. The Committee desire that 
the Government should investigate the circums­
tances under which the purchases of stores es­
pecially spares and steel items had been mad. 
'in excess of the requirements. The Committee 
also recommend that the scarce items like R. S. 
joints and G.I. pipes should be disposed of to 
other Public Undertakings where these may be 
in need. 

The Commit~e regret to note that no 
effective .steps have still been taken for a proper 
and scientific material management. The Com­
pany should streamline its purchase and procure­
ment procedure so that purchases are not made 
in excess of requirements and inventory is not 
unduly loaded at any time. The Committee also 
recommend that there should be a regular and 
periodic review of the inventory with a view to 
identifying surplus stores and taking action for 
their disposal in time. 

In spite of the recommendation of the Sales 
Price Committee and the award given by the 
Financial Adviser of the Ministry of Petroleum 



(1) (2) 

32 12.5 

33. 12.6 

(3) 

&: Chemicals about the sale price of ore, the two­
Public Undertakings, under the administrative 
control of the same Ministry, haw not accepted 
the price fixed by the award. The Committee 
understand that this matter has again been 
referred: to the Financial Adviser. The Committee· 
are anxious that this matter should be settled 
quickly in the mutual interest of both. as it 
vitally affects the working results of both the 
Undertakings. 

The Committee are surprised to find that in 
spite of the fact that a 'Director of the Fertiliser 
Corporation of India. is the ChairmNl of the 
Pyrites Phosphates &: Chemicals Ltd., there is 
lack of coordination between the two Public 
Undertakings and many points of dispute exist 
between them vitally affecting the working of 
the P.P.C.L. It only goes to prove the appre­
hension of the Committee that a part-time 
Chairman is not of much functional value. The 
Committee would urge that the Government 
should review the position and combine the post 
of Chairman and Managing Director in P.P.C.L. 
This would also be in consonance with the recom-­
medationsof the Administrative Reforms Com­
mission which had been accepted. by the Govern­
ment. 

The Committee nobe that at present the 
Chief Mining Engineer: Amjhore Mines is also 
performing the duties of the Managing Director. 
Needless to say that in an organisation like the­
P.P.C.L. which has its projects spread over in' 
three different States, the Managing Director has 
to perform onerous duties and it is too much to' 
expect the Chief Mining Engineer to do justice­
to his duties both as the Chief Mining Engineer 
and the Managing Director. It is unfortunate, 
the Government have not filled up -the post of' 
the Managing Director on _ regular basis for 
over one year. The Committee hope that the-
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. Government would soon appoint a person to-
perform exclusively the duties of the Chairman­
cum-Managing Director, so that undivided atten­
tion may be given for the improvement of the· 
undertaking. 

The Committee find that as per the Detailed 
Project Report the total number of staff required 
for the production of 800 tonnes per day was 240. 
AJJ. against this the actual number of persons . 
employed as on 31-3-72 was 404. It has been 
stated that the DPR did not contain provision 
for certain categories of staff like transport. 
head-office etc. The Committee find that even 
taking into consideration the categories of staff 
not included in the DPR, the total staff strength 
would work out to 519. As against this, the· 
organisational chart prepared by the Manage­
ment envisaged requirement of staff strength as 
613 for the production of 800 tonnes per day and 
for Phase-! the recommended staff strength was 
508. The actual staff strength as on 31-3-1972 
works out to 73 per cent of the total staff pro­
vided even in the organisational chart. 

In the case of daily rated workers also the 
number of persons employed was 72 per cent of 
the total workers8ssessed by the Sale Price 
Committee for Phase-I. On the other hand, the 
production was only 29 per cent of the production 
envisaged in Phase-I. It has been stated that it is 
essential to hove certain percentElge of staff irres­
pective of rate of production. The Committee, 
however, feel that even taking into consideration 
this aspect, the st!lff wa·s much in excess of re­
quirements keeping in view the low production 
at present. It was admitted by the representative 
of the MInistry during eviaehce that there were 
92 workmen 'who are deemed to be permanently 
surplus of requirements.' The Committee would 
urge that the· reasons for such over-staffing 
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shoUld be investigated and it. should be ensured 
that over-staffing is avoided in the interest of 
efficiency and bringing down the cost' of produc­
tion. The Committee hope that the staff strength 
would be readjusted keeping in view the recom­
mendations of the proposed study -by the Admi­
nistrative Staff College, Hyderabad. The Com­
mit1lee also suggest that there should: be a cell 
in the Company to carry out the work study at 
periodical intervals and the staff should be 
deployed in various jobs taking into account the 
reports of such works study. 

The representative of the Ministry assured 
the Committee during evidence that efforts were 
being made to re-Iocate the surplus staff in other 
public sector projects. The Committee strongly 
urge that the Government and the Undertaking 
should give earnest attention to this problem and 
make suitable arrangements for the absorption of 
surplus personnel. 

The Committee note that the actual produc­
tion per man since the commencement of produc­
tion in the PPCL has been much below than 
what was envisa~ in the Detailed Project 
Report and also lower than what was even envis­
aged in the revised Phase-I programme The rea­
sons for this are stated to be exce~sive staff in­
cluding daily rated workers and the decision to 
scale down the production to 1.2 lakh tons in 
PhMe-I. The Committee were informed that no 
scientific study was made while determining the 
production per man. The Cbmmittee need hardly 
stress that low productivity results in high cost 
of production affecting not only the working re­
sults of the PPC.T~ but also tlfe economics of the 
working of the S\)~phuric Acid Plant. The Com­
mittee, therefore, urge that et!ective steps should 
be taken to improve tl)e efficiency and increase 
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productivity with a view to ensuring an economic 
price for the Ore and for the acid. 

The Committee feel that lack of adequate 
housing facilities and suitable means of transport 
for the workers to enable them to reach the 
mine adits has to some extent affected the em.­
ciency in the working of the mines. The Com­
mittee would, therefore, like GovernmentlUnder­
taking to give a serious thought to this problem 
and take concrete measures to provide the neces­
sary housing and transport facilities to the 
worken. 

The Committee are concerned to note that 
the Amjhore mines have not been able to produce 
the requisite type of pyrjtes ore (40 per cent S. 
grade quality), on whicp the Sulphuric Acid 
Plant of Sindri was based. The cost of conver­
sion of the 33 + 3 per cent ore by beneficiation 
for supply to the Sindrt Plant is also prohibitive. 
As a result, the entire project of mining of pyrites 
and then producing sulphuric acid out of it, ha. 
run into difficulties. The choice is either to use 
lean pyrite with elemental sulphur or to bene 
ficiate pyrites. The cost of production of pyrites 
ore at Amjhore mines has also ,been very high. 
Even assuming that the plant is able to produce 
ore of 33 -\- 3 per cent S. Grade ore at this 
cost and the roasters I plants are SUitably modified 
to use 30-36 per cent S. Grade for producing acid 
to full capacity, the cost of production of sulphu­
ric acid would come to Rs. 283 per tonne as 
against the cost of Rs. 196 per tonne with 
elemental sulphur and Rs. 253 per tonne with 
mixing sulphur and pyrites. However, before 
deciding on any of the alternatives, the produc­
tion capacity of the Amjhore mines and the 
extent of foreign exchange required for import 

--_._-- - -_._-------_._----,,-----
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of sulphur will have to 'be taken into considera­
. tion. 

For the manufacture of fertilizer, the pyrites 
based plants have to incur additional expense on 
account of increased capital cost and operating 
cost compared to sulphur based plants and unless 
raw materials were available to the plant at 
reasonable prices, it would not be possible for 
the plant to compete in fertilizer market with 
other plants based on imported raw materials. 

The Committee were informed that until the 
Simon Carves Plant and the Bulgarian Plant go 
into production to achieve- 1200 tonnes of acid per 
day, the cost of orc/acid cannot be lower. The 
Committee, therefore, recommend that Govern­
ment should ensure that two acid plants are 
fully commissioned according to revised schedule 
so that the off-take from the Am]hore Mine may 
improve and the cost of production reduced. 

The Committee also recommend that the 
economics of the alternatives for use of the 
Amjhore ore should be crftically examined and 
a final decision arrived at. Government should 
also take steps to fix the cost of pyrites ore to the 
mutual benefit of PPCL and FCI. 

The COmmittee are distressed to note that the 
Company had suffered a loss of Rs. 126.26 lakhs 
upto 31st March, 1972 which comes to more than 
20 per cent of the paid up capital. The loss 
would be still more if the losses on account of 
shortages and deterioration of pyrites or the lOBS, 
if any, which may arise on account of final sale 
price of the ore, are taken intt-, consideration. 
There was also an expenditure of Rs. 6.39 lakhs 
incurred on the proposed elemental sulphur plant 
which is to be ultimately written off and thereby 
increase further the loss of the Company. The 
Committee would urge that immediate steps 

------_ .. _ ...... - _ ........ - ......... __ .---'-
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should be taken by the Management/Government 
to accelerate the production in the two Sulphuric 
Acid Plants, as scheduled in April. 1973 and 1974 
respectively, so that the rate of production at the 
Amjhore mines could be increased so as to check 
the mounting losses of the Company and to 
ensure that it remains a viable economic entity 
rather than becoming a burden on the national 
exchequer. 

The Committee regret to note the several 
deficiencies in the costing sy.stem followed by 
the a,mpany. There is no system of making 
analysis of idle time of labour and machinery. 
No analysis of expenditure was also being made 
into direct and indirect cost etc. to exercise 
proper control over expenditure. The Committee 
are surprised as to how any cost control was 
being exercised by the Management in the 
a,bsence of such basic information. The Com­
mittee would urge that steps should be taken by 
management to put the costing system on a 
sound basis to exercise more effective and close 
control over expenditure. 

The Committee regret to note that though it 
is now more than 4 years since internaJ audit 
was introduced, the Company has not finalised 
an Internal Audit Manual nor defined the scope 
of work of the Internal Audit. The Committee 
recommend that in order that Internal Audit be 
really helpful to the Top Management, the Cem­
pany should locate 'Internal Audit' as far as 
possible in Project site or nearer to it. The 
Committee also recommend that Internal Audit 
Cell should be activised so that all the aspects 
of working of the Company may be brought 
under their purview for a thorough check. 

The Committee note that necessary action has 
since been taken to compile an Accounting 
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Manual for the USe of officers of the Company 
and the Committee hope that it would be ready 
as scheduled. 

The Committee regret to note that the low 
production in the Amjhore mines not only 
resulted in non-utilisation of the imported key­
mining equipment but also in extra expenditure 
of Rs. 2.77 lakhs (till November, 1970) on elec­
tricity charges on account of the actual off-take 
energy being far below the contracted demand. 
The Committee desire that the Company should 
take immediate steps to worK out the minimum 
requirements of power on a realistic basis and 
enter into an agreement with the Bihar State 
Electricity Board so as to avoid payment ot 
,electricity charges in excess of actual consump­
tion. 

MGIPND-L.S. I1-297 L.S.-3-7-73-1350. 
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