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INTRODUCfION 
I, the Cbairmrn, Committee OD PUbllc~UI\dertakin,gs having beeD 

authorised by the Committee to present the TweDty-Fifth Report on Eastern . 
Coalfields Limited. . 

2. The Committee's examination of the working of the Company was 
mainly based on the Report of the Comptroller and Auditor General of 
India, 1983, Union Government, (Commercial) Part IV. 
3. The Committee took evideDCe of the representatives of Eastern 
Coalfields Ltd. on 15 July, 12 and 14 August, 17 September, 6 and 7 October 
and 2 and 3 December, 1986 and also of the representatives of the Ministry 
of Energy (Department of Coal) on 7 and g January, 1987. 

4. The Committee considered and adopted the Report at their sitting 
held on 10 April, 1987. 

5. The Committee wish to express their thanks to the Ministry of 
Energy (Department of Coal) and Eastern Coalfields Ltd. for placing before 
them the material and information they wanted in connection with exami-
nation of the Company. They also wish to thank in particular the represen-
tatives of the Department of Coal and the Undertakings who appeared for 
eVidence and assisted the Co mmittce by placing theirconsidered views before 
the Committee. 

6. The Committee also place on record their appreciation of the assis-
tance rendered by the Comptroller & Auditor General of India. 

NEW DELHI, 
] 5 April,1987/ 
25 Chaitra, ]909(S) 

(vjj) 

K. RAMAMURTH Y, 
Chairman, 

Committee 011 Public Undertakings 



CHAPTER-l 

HISTORICAL BACKGROUND 

Wilh it view to en'>uring rational and coordinated deyelopment of 
coal production an<! for prompting optimwn utilisation of the ccal resources 
consistent with the growing requirements of the country, the management 
of 711 private owned non-coking Coal mines iv the country wa~ taken o.er 
by the Govcfl'men of Illdia in January 1973. These mines were naticnnli-
~~d '\'i'~ effect from 1st May. 1973 under the Coal Mines NationaIisaticn 
Act. j .,n. To manage the affairs of these mine~. Ceal Mines Authority 
:':mi.L·J (CMAL) was incorporated 011 thc 14th June. 1973. The ownership 

. of 527 of thl.!~C mines wa~ transferred til Cllal ~'lipc, Authority Limiteu 
with cffect f.~)m 9th July, 1973 "nd the remflin;ng 184 mines were Ye~tea in 
Bha.rat Coking Coal Limited for rea<;Olls (,r operational convenictlce. In 
Nove mber. 1975 the CMAL WiJS converted into a Holding Cempanyand 
re-named as Coal Llldia Limited. As a part of tbis rc-organis,~til'n Eastern 
Divi.,ion of the I:r~twhilc eM AL was cOI.verted into a ~ep;J rate' Guven1-

Dl;!Jtt Cc>mpany Ea.!>teTll Coalfields Li.llliled on I~t Nc H'm [-cr. 1975 a~ cne 
of the sub\idiarics of coal Ii;dia Ltd. [a5tern C0alfieIds l.irr,itl:d ([CD 
C,!Ol pri,cs mainly R;~niran.i, Mugm.:l Sahwpur, Rajmah:'I ar d Santal 
Pu rganas (SP) Coalfields. 

T'otHjer or Alset.\ and Liabilities to EeL 

I.~ In pllrsuan'~e of the directivc~ of the Gove~nment of India dated 
27th SCl1tcmber. 1975 the assets and liabiljtic~ or the coal mines cnmpris-
iJ1g the Eastern Division rf the Coal mines Authority Limited 'HJe U\..tn 
over by the C"mpany in. terms (Iran a.greement or sale. I,.egal formalitie~ 
for tran~fcr of such assets and liabilities to the C0mpany are in the 
proces~ of excclltioJ~ and have not yet been completed. 

1.3t\.Lldil Ita~ abo r~)illted out lhat alfhough the purcha~c ccn~idclati, 11 
for tlL'h~:t:.. :lll liabililies taken ov.;r by the Company was determined 
and accounted for on the basis of the value of net asset as per the audited 

. a';COllnt " of r'hlerll Divi~ion of the Coal Mines Authority Limited U~ CD 
31 "l O;(obe 1'. 1975. the purchase con"idcralion determined as abeve has 
b;:Cll crc:lilcd tl) Ihe cLlrrtnt Ale with coallildia Ltd. (MarCh 1986). 

1 A DUl'illg the COllr"c of e~amitl[lLion of the Compary the ('LllUmi-
ttce wanted to know the reasons for which the \ega I formalities for traJ'L.~fcr 
of assyts and liabilities ~o E~L cou~d not be completed Coal In(T1a Ltd, 
(holdlllg Ctlttl.pany). replIed JU il WTltten note as [oHews ;-

"Legal formalities for transfer of immovable assets like land ard 
buildiJ'~s, from CIL to jts subsidiary companies, including teL, 
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could Qot be com pletetd due to various difficulties. such a.s nor ~ava!l­
ability of title deeds in respect of such assets, fo r executIOn ot regIs-
tered conveyances deeds. 

It may be pointed out, in this connection . .that at the t!me of 
ntltionalisatioD of coal mines, by an Act of P~rhament. vesting the 
ass~ts of erstwhile owners of the co:) mines in the Certral .Gove~Jl­
ment. the said titlc deeds were n('t handed over by the erstwh.lle 
OWners to the Certral Goverrment. for some reasons or other .. rnaklrg 
the identification of these assets cxtremely difficuhs. and In ~ome 
cases leading to unnccessary litigations a s regards the .owner~hlp of 
the ~ssets. between various parties and the Cllal c()mpanles. which art! 
pending in different Courts of Law. 

Further. accordill2: to the decision cf the GOH. of India. t\\O 
nwre ~ubsidiary companies have becn reccntly formed viz. Northern 
Coalfields Ltd. and South Eastern Coalfields timited. (.ut (If tile 
previously formed two subsidiary companie~. viz We~tern C(..alf·eld~ 
Lim\led und Central Coalftelds Limiteo. t. uc to va rl('u~ a(lmID1~ t rl!-
tive reasons. It is quite po~~ible that in future Rho, ~ome .m~>re subsi-
diary companies may be created, out of the pl'e~ent SUh,lUltlI) oem-
panies. as a re~tructuring prc~e's. for admiri.-;trative .. eaS( w., 

If the above restructuring i·f the companie~ as 1\1 bl' carried OUI, 
through lhe execution of registered convcyal'l'c Jecd~. it "ill nl t 
only be a SUch time consuming pruce:,~. but al~(l will nw~e seri( l,.i~ 
pr.lctical di/licultics, in thc abscncc (,f av ,ilability tf titk deeds In 
respect of vested assets. as aforc~aid. 

The matter h~s. therefore. been taken up with the Dep;>rtment 
of C()ul. Ministry of Energy. for getting this hsue examined by the 
MinistJ'\1 of La ... for JiLuin$ an easy a.nd J?ractical.way .. fo~ ~olving 
the problem. ever by amending the Coal Mines NatIc l1aitsallon ACb. 
if pccessary. This matter i~ prc~cntly unc'cr the active considerati( n 
of the Department of Coal." 

1.5 During evidence of the representatives of Dt'partment of Coal. 
, thc Committee pointed out that even though the ECL was formed in 1975, 

the legal formalities could not he completed even after a lapse of more than 
10 years. Asked about the reasons for delay, the Additional Secretary, 
Department or Coal stated : 

"Under Section 5( I) of the Coal Mines Nationalisation Act 1973 
all thc coal mines wcre nationalised and brought under the con'trol oj· 
the. Central ·Government .... ho in turn transferred. by means of notifi-
cation, to the Coal Mines Authority Limited which was later converted 
into a holding Company namely Coal India Limitcd. The Coal India 
l.imited has 5 subsidiar~ ~ompanies. u!lder their control. The agree-
ment between the subSidiary companies and Coal India Company 
thr~u.gh thc~e ~ub~idiary companic~ wa~ ex.ecuted but the legal for-
maht.'es ~n,d c<?nveyance. deeds coul~ n?~ be completed because of 
~erta~~ dl~lcultles regardmg nOll-avallablhty of title deeds and other 
IdentificatIOns from the erstwhile onwers of coal mines. These diffi-
culties were being expericm;ed by Coal IndiC!. and it wanted somewhat 
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easier method by which this tran~fcr could be effected. Government 
consulted the Law Department whether it could be done by any change 
in the Act or by any amendment of the Coal Nationalisation Act. 
In the meantime, Fanl Committee was appointed to look into the 
organbation of the Coal India as a holding company and they recom-
mended that the holding company. Coal India, has not delivered 
the goods and, therefore. it should be done away with. But COPU 
opined that this concept of a holding company should be given a fair 
tnal and sO it continued thereafter. Sen GUpt~l Committee was 
appointed to look into the reorganisation of these various companies 
and to determine whether holding company concept should be con-
tinued. Sen Gupta Committee has come to the conclusion that hold-
ing company concept should be continued and the recommendations 
of the Sen Gupta Committee are still under consideration of the Govern-
ment. Since we were not verv sure what will be the ultimate fate of 
the holding company, we were undecided as to in what manner we 
should transfer these properties to the companies. . 

Now Coal India is ex.amining the possibility of trun~ferring these 
properties under reorganisation' scheme with the consent of the 
('ompany Law Board and they are consulting their chartered accoun-
tants and advocates and we hope that· in another six months, we 
~hollid he able to finally d~ide in' what manner we can effect thi.'i," 

I . (\ On being asked whetlter the holding Company (Coal India Ltd.) 
. did not have the proper title deed~. the witness stated: 

"Under the law, the Coal India ha~ been vested with these areas 
hv the Government of India by a notification because after the nationa-
li~ation of these mines, they were \'e~ted in the President." 

I .7 The Committee pointed out that the Coal India had reported 
that certain title deeth were not available and enquired whether this was a 
fact. To thi,. the rcprcsent,~tive of the Department of Coal admitted "the 
deeds and other identitk.uions from the. erstwhile coal mines were not 
availahJe". -

1.8 In reply to a further query of the Committee whether there 
were some di~putes in r~gard to title deeds with erstwhile mines owners, 
the witness stated that "there ·has been dispute. People have gone to the 
Court. .. · 

I .9 On being pointed Ollt by the Committee whether non-availability 
of title deeds would mean that ECl was not in a position to i~entify their 
area~ of operation, the witness replied "this is u~le of the difficulty". 

1.10 The Committee also enquireJ whether [el had brought to the 
notice of the Ministry that it was facing some problem~ due to non-avail-
ability of title deeds. The Additional Se~retary, Department of CoaL 
stated "this has been coming lip". 

He added : 

"Sir, we are aware of the problem and we wiII be able to sort it 
out." 
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1.11 When asked whether Eel. W,l'; able to taken loan on the ha~is 
of assets etc., the witness replied : 

"at present, it is done through Coal India only." 

I . 12 In reply to a further question whether the construct~on of one 
of the Coal Handling Plant of the Company wa~ dcl~y,e~ on thIs acc?unt. 
the witnes~ stated "that i~ bccaU5C of the land acqlllslllon problem. 

1.13 When asked about the lutest position about legal tran~fer of 
a~,ets and liabilities, the. representative of the Dcparlml'nt of Coal stated: 

"What is being done is a full compilation of the a~sets and lia~i, 
lilies which should accompany any such tmnsfa. I thlllk the cxel~'I~e 
is for compiling that." 

1.14 When the Committee desired to know the specifIc period by 
which the legal transfer of assets and liabilities to ICL would be completed, 
the Additional Secretary, Department of Coal replied "We hope to settle 
this matter within six months. We are actively at it". 

1.15 When again asked hy the Committee whether the period of la~t 
11 year..; was not sutncient fOf this purpo~l.', tilt: witlll.'''s ~tat(;d ",I agree thi~ 
has heen delayed. Give us anothef six month"." 

1.16 Eastern Coalfields I.td. (ECU was incorporated on 1st November. 
1975 when Eastern DIvision of erstwhile Coal Mines Authorit~, Ltd. was COD-

. verted into a separate Company as a subsidiary of Coal India Ltd. The Com-
miftee an' surprised to note that the legalformalities for the transfer of as'iet-; 
arid liabilities from cn. to ECl hnve not been completed e,'en after 12 ~'ears 
of the incorporation of the Company. The dela~' is stated to he due to non-
avallabilih of title deeds for execution of regi .. tered conve~'ance deeds. It is 
also stated that the title deeds were not handed over bv the erstwhile owners 
to the Central Government for somt' reason,; or the other making the identi-
fication of the assets extremel~ difficult aDd in some cases leading to WlDt'C(''i-
sary litigations till pending in. different Courts of l .. aw. The Committee ban' 
also been inforll1ed tbat since the mines were taken over by Government by 
wa~ of nationalisation, all documents relating to the ownership could not be 
locatt'tl. The other factor was the uncertainty of future organisation of coal 
companies. The Committee are not convinced 0' the reasons advanced 
by the Department of ('oal and the Holding Company (CII.) in this regard, 
They feel that as the (;overnment transferred all the assets and liabi-
lities in the name of Cuallndla by a notification. the elL in turn could have 
Iikewisc tran"ferred thl' assets t'tc. to its 'iubsidiari('s including East('rn Coal-
fields Ltd. 

I . 17 The Committl'e also find· that In the absence of title deeds etc. 
f:Cl Is not in II po~ition to rai'ic loans independently. It can take loans at 
present onl~' through the Coal India 1.td. This situation could have been avoided 
if both the Department of Coal and Coal India Ltd. had taken timelv action to 
find a solution to tht' problem of transferring assets to ECL. TheCommittee 
recommend that legal formalities should immediately be completed and assets 
and liabilities transferred in favour of EeL within' a period of !'iix months, as 
promised by the representative of the Ministry during his evidence. 



CHAPTER·II 

OBJECTIVES AND OBLIGATIONS 

2.1 A ~tatement of objective applicable to ~dl sub~idiary companies 
drawn up hy the holding company (Coal India ttd.) was laid on the Table 
of Parliament by the Ministry of Energy, Department of Coal in June 
1977. These objectives, inter alia, include the following :--

(i) To promote the development and utilisation of the coal reserves 
in the country for meeting the present and likely future require-
ment of the national economy with due regard to the need for 
conservation of non-renewable reso~rces and safety of mine 
worker~. 

Oi) To raise the productivity of coal mining· and related activities 
thr.ough introduction of improved technology, <;treamiininr, of 
organisation and management and improving the skills and 
motivation of the work-force. 

(iii) To generate surrluse~by optimum utilisation of production 
capacity. improving efficiency of operations and adopting appro-
priate cost reductton and cost control methods. 

(iv) To make efficient arranf'ements for marketing and supply of 
coal so that coal, coke and other similar derivatives are available 
to\('onsumers throughout the country conveniently and at rea-
sonahle prices. . 

(\) To promote research and development activities on a continuing 
hasis in the arca~ of coni 1l1ining, beneficatioll development of 
new coal baserl pr".hwt ~ or by-products. fuel technology or any 
other arca havin!' :1 hearin!! on conservation. devel0l'ment /",,1' 
utilisation \)f the \'ual reserves of the country. 

2.2. Tn their assessment of the achievement of the o~iectives the 
Company is reported to have informed the audit in November. 1983 thut 
it achieved illfrr alia the following :-

(i) Reorgani"ation of coHierics. 

(ii) Conservation of coal by increasing open cast production. in-
troduction of longwa'Jl miniilg for optimiSing extrac1iol. 
increasing of sand gathering capncity. containing fire by open-
cast mining etc. 

(iii) Maintaining the level of productivity. 

2.3. According to audit the statement of objectives include. infl'r-alia 
development and utilisation of coal reserves. increa~c in productivity, 

5. 
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optimum utilisation of production capacity and promotion of rc,;:arch and 
devdopment acLjvitoic:, on a continuing basi;. As will be seen from the 
succeeding Chapters, there not only was .Ii fall in. pro~uction but. also no 
deep mine has been opened and not a smgle major (oal Handling Plant 
installed sO far. The Company has been im:urring losses continuously. 
Research and Dcve10pmeni schemes are, by and large. not successful. 
There were abnormal time and cost overrun~ in the execution of projects. 
There was shortfall in ~and stowing and indiscriminate investment in tht" 
plant and machinery. Productivity per Worker. in fact, has declined from 
0.58 tonne in' 1977-78 to 0.52 tonne in 1984-85. 

2.4. During oral evidence of the representatives of Ea~tern Coal-
fields Ltd. the Committee pointed out that one of the proclaimed objl!ctives 
of the Company was to maintain'the level of productivity but the coal pro-
duction of Company whieh 'was over 26.18 million tonnes in 1975-76 droppe,d 
in subsequent years. Even after IO years i.e. in 1985-86. it was 24.03 
million tonnes. When asked about the reasons for not achieving the objec-
tives set for EeL. the GMD. EC'l stated as follows :-

''The Company's performance for 1975-7() and 1976-77 wns 
very good when with Ic~s number of manpllwer we have been able to 
achieve plus 26 miJlion tonn..:s and e.verything wa~ much better. But 
then there was a sea-change after that and the Company dropped 
down to 22.5 milliof\ tonnes of production. Then it had steadied for 
three ycar~ and the condition~ havc changed now and we e:treet 
that it will now come up. But the problem we faeed in these 4 or 5 
years wa, that at one time we found that too many people were taken 
by the C'omp~II1Y Ihe ·~r(lrc~, 'th~re was a cornrh:te baa on recfI!itment 
.lnd as a n:';ldt (ile local unions and the lucal party people decided that 
unless joh i .. given, tlll'Y would not allDW any mines to be opened. 
So, for four years no n"w mine was allowed to be opl~ra((:J and there 
was stagnati'\I1. Theil. after the ,jiclI~sion with the Chief Minister 
of West Bengal in 19~Q-83 it wa~ deci,kJ that 600 people would be 
recn.lited and the mine" .... ould he allowed to h·,' oreneLi. SlJ we opened 
!l nllne,. three morc arc in tIl -' proces, of 1):~il1g or':n·:J. and we 
recruited ahout JOO p:,)ple :10.: ,':IJ of hOO. Even ill mines. where 
recruitment was done. lists were circulated and appointment offeh; 
were illUde. {.'vcn. then they were not allowed to be opened. That 
sitll~tion by and large improved but I must say tllat even today there 
ar~ problems we arc facing ~uch prohlems in Son pur Bazari project 
being cxecutd with the World Bank aid. III June, 19R5 we were 
supr1o~cd to ;'el the total loan and we in tum told the World Rank 
that we woulJ get the land in 1985 and asked as to when are we going 
to get the land. Our Hon. Minister has two meetings with the Chief 
Minis1l.!r followd by a meeting by our Secretary. The problem is not 
vet re~(llvcd. :rhere are o~her problem!> of land~ in other places. What 
I am SJ~ IIlg IS that openmg of new mines is extremely essential. We 
h:l\c s:lrplus manpower and sanctionl!d capital. and the Government 
is willing to give additional capital if needed and if we opel1 new mine:> 
w.e can ab~orb t~e surplus ~n a more beneficial way and for that some 
killd of help will be reqUIred from ditre.rent sources." 
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i.5. As regards the action taken by the· Company to achieve the 

objectives, the witness stated :-

"I will take the last four years first. The production has steadily 
gone up from 22.06 to nearly 24 million tonnes. last year there was 
production of 24.02 million tonncs and this year it is likely to exceed 
25. In the previous year there was some stabilisation of the whole 
production. For the last four years there has been no increase in man-
power even though new mine~ have been re-opened. It took more 
than one and a half years for us to persuade the West Bengal Gove .;-
ment to allow us to open the mines and to control the situation. 

Secondly, the availability of power has been very p:lor. 
Even now, of course, our requirements have been partiaIly met. But 
then. gradually the last ycar'~ situation has improved and things 
have improved. 

Our productivity abo has gone up from 0.49 in 19H2-83 to 0.5] 
in the next years to 0.52 in the year after that, and then 0.53 in the 
year after that. Then our despatches have a Iso been increa~ing." 

2.6 When the Committee wanted to know the as~eS~l11el1t of the 
holding company (CI Ll in regard to achievement of objective:. by EeL, 
CI L in u written note stated :-

'" n the opinion of CI L, EeL 's progr.:~s towards the achievement 
of objective ha~ heen slow. This isJuc to ~c\'eral comlraints faccu 
by [C'-L. . 

During the first year after take-over of the mines, i.c. in 1974-75, 
EeL produced 23.26 million tonnes. Thcre was spurt in production 
during 1975-76 and 1976-77. The production rose to 26.46 million 
tonnes. This \\'a~ muinly due to immediate boosting by small marginal 
~chemc~ and improved Law & Onit:r !.ituation. The conditions de-
teriorate thereafter. particularly' from 1978-79 onwards resulting in a 
!',Iiding down of production. The improving trend is noticed from 
19~2-X3. 

Similar, trcnd, as \\a~ ~ccn in ea~c of production, has been notiC\:d 
in case of productivity. There has been gradual increase in producti-
vity from 1982-83 to 19H5-R6 i .c. from 0.49 to 0.54 respectively. 
Despatches by rail have al~o improved considerably from 1982-83 to 
1985-86. Soft-coke despatches have also !>hown an increase. . 

The figures of production, productivity, [ail despatcbes, total 
despatches and soft coke for the year 1982-83 to 1985-86 are given 
below:-

1982-83 1983-84 1984-85 t 985-86 

Production 22.68 22.04 23.11 24.03 
(in million lOtllle~) 
rroducdvity • 0.$9 0.51 0.52 0.54 
(in toune) 



!\. , 
- - - -.~~ --"-.. ---~ .-.- ---- .. 

1982·83 198H4- 1984·85 1985-86 
"-~' -. --- --,_.---- .----.--- ---~.-.----, .-- -.. - ---,._ .. 

Rail despatches 14.92 15.68 16.53 17.68 
(in million tonnes) 
Total despatohes 20.22 20.46 20.91 22.75 
(in million tonues) 
Soft Coke 7.07 6. IS' 7.29 8.03 
(in million tOlUles) 

----- .... --- .- -- ___ T>' ___ ~ __ 

However much needs to be done by Eel in improving their 
performance 50 that the objectives set' could be fully achieved." 

2.7 During oral evidcm:e of the Department of Cpal. the Commitlcu 
desired to know that when the Ocp.irtmcnt had laiJ Jown before the Parlia-
ment in 1977 certain objective.' l\.) be achievcd by ~lIb~idiaries. '" hy 
were these not achieved by FC·t. The Additional Secretary. Departmellt 
of Coal then stated :--

"There arc historical reil~o\l:, for the ditlicult worl"ing conditions 
in these area-. The Government has been aware of it and the C&AG 
report h;;.., abl) I" .i;'l.:d that out." 

2.8. \\hen furtiJer poillt.:d olit tllat the I'rC~(;llt Jcveh of prt1uuction-
and productivilY wen.: k~~ [ilan th()~e achieved by the Company in 1976·77, 
the witness staled that wh~n the Company \'va~ formed, the production 
was much more but it carne down in ~ub~e411ellt years and wa~ picking up 
again. The production in 19S3-~4 was 22. ~n million tonnes. 11 increa~ed 
tll 2~.11 millioll tonne, and 24.03 million tonncs in 19R4-S5 and 19H5-86, 
re"ipec·tively. Similarly tile productivity has increased from 0.49 [onnl.'S in 
1982·~;3 te 0.54 tOl1lleS ill 1985·~(). 

2.9. The Committee drew the attention of the ()ep.tt. of Coal to the 
guidelines issued by BPl in November, 1970 and reiterated in May 1979 
and 1983. requiring thereof puhlic underta~ings to bring out the statement 
of (micro) ohjectives and obligations I"ying down the broad principles 
for determining the precise financial and economic obligations of the public 
enterprises in matters such as creation of variouEi reserves, responsibility 
of self-financing, the anticipated returns on the capital employed and the 
basis of working out national wage and pricing policies. These micro ob-
jectives were also required to be approved by the administrative Ministries. 
Asked whether the micro objectives of Eel h:td becn framed and approved 
in terms of IWE guidclim's, t he Additional Secretary, DI.'parll11ent of Coal 
then stated out -"This is heing done through the tlnnuul plan." 

Upon this tht: Committee observed that the micrv objedivc did nllt 
differ every year. The witness then statcd ; "First we tlrepare the five ycar 
plan and then we have the anl1u.1 plan." 

2.10 On being pointed out that theBPE had specifically asked for tbe 
preparation of micro-objectives by each Undertaking, the witness replie,d :_ 

"It i~ not ~pl'cifka\l~ being don,'. Again we will 100(.; into the BPr: 
[.utudilles .. , 
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2.11. In the post evidence written replies furnished to tho Committee 
the Department of Coal have informed that :-

"The BPEs guildelines in their O.M. No. 9j13Sj4/73-BPE 
(GM-T) dated the 7th May 1979 had indicated tbat since the micro 
objectives of public sector had been spelt out by the Ministry of 
Industry in the Industrial Policy Statement made in the Parliament on 
23rd December 1977, Public Enterprises shouldspeU out their micro 
objectives consistent with the micro spelt out in the Industrial Policy 
Statement referred to above. Since the micro objectives have already 
been spelt out in the case of CIL and its subsidiaries, with the approval 
of the Governmcn t no further action was taken by the D"Partment 
of Coal on this as well as on the BPE circular of 26th February, 1983. 
The objectives of Coal India are also broken up into specific action 
plans covering various areas of operation in respect of all subsidiaries 
concerned." 

2.12. The Committee note that ECL was set up with the main objectives 
of the deTelopment ond utilisation of coal reserves, increase in produc-
tivity. optimum utilisation of production capacity and promotion of researcb 
and development activities etc. The Committee's examination has, however, 
revealed that precious little has becn done in achieving these objectives. The 
Company hilS neither becn able to raise its productivity nor any major Coal 
Handling Plant has been installed. Rescarch and devclopmrnt schcf1;1es have 
by and large not been successful. There bas been abnormal time and cost 
overrun in the execution of projects and the Company has been incurring losses 
continuously. The Committee also find that in spite of the loud claim of 
maintaining the level of productivity. made before the Audit in November. 
1983, COlli production has in fact dropped from 26.18 million tonnes in 1975-76 

. to 24.03 million tonnes in J 985-86. Production per man shift has ah.'O fallen 
from 0.58 tonn('s in J 977-78 to 0.52 tonnes in 1984-85. In this connection. 
the holding company (Coal India Ltd.) has been candid in their admission 
that "in the option o[ CIL, ECL's progress towards the achievement of objec-
tives has been slow ......... much need~ to be done by ECL in improving their 
performance so that the objectives set could be fully achieved." The maiD 
rcasons for not achieving the objectives and for the drop in coal productivity 
are stated by EeL to be doe to· thc poor availabillt)' of power and agitation 
by local unemployed youths for jobs which made it difficult for the Company 
to open new mines. 

2.13. During evidence, thc Committee were also Informed by CMD 
of ECL that the Company has surplus manpower, sanctioned capital aDd 
even thc Government was willing to give additional capital If needed but tbere 
are problclOs of getting land to open new min~. the Committee urge that tbe 
Holding Company and the Department of Coal should help the Company 
in getting over the constraints faced by it by taking up the matter with tbe 
concerncd State Governments at the hlgbest level. The Committee are also 
constrained to observe that 10 spite of the availability of essential Inputs like 
manpower and moncy,the company could not maintain the level of coal 
productivity, what to speak of raising tbe .productivity. tbe Committee need 
bardJy emphasize that the Holding company (CIL) and DepartDlent of Coal 
should take effective steps to ensure the achievements of objectives ECL .5 
4 LSS/87- 3 
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the mere laying the high sounding statement of objectives by before Parlia-
ment does not serve any purpose. The Committee, therefore,recommend 
that a time bound proeramme should be chalked out for achievement of each 
of the objediv£s. The progress achieved In this regard should be monitored 
replarly and reOected in the Annual Report of the Comapny. 

2.14. The Committee also note that in terms of BPE guidelines issued 
in 1979 and 1983 each public undertaking as required to formulate with the 
specific approval of the administrative Ministry, a statement of micro objec-
tives consistent with broad objectives spelt out in lndustrial Policy Statement 
of December, 1977 to facilitate realistic and meaningful evaluation of the 
enterprise by Parliamentar~' Committees and tbe GOl'ernment. This has not 
been done in the case of ECL. The Committee are not satisfied with the reply 
given by Department of Coal during evidence that micro objectives were 
framed through aDDual plans. The Committee desire that the micro objectives 
of ECL should immediately be framed and got approved by the Ministry 
and placed before Parliament. 

2.15. The Committee need hardly poiDt out that the objective~ drawn 
by the Coal Iodla for all its subsidiaries and placed before Parliament in June, 
1977 are worded rather too generally. while objectives and obligations to be 
framed nnder BPE guidelines, arc required to spell out specifically the broad 
principles for creatloD of l'urious r('~crn~s. responsibilit~' of self-financing 
anticipated returned on capital employed and the basis of working national 
wage and pricing policies so that these could provide basic parameters for 
evaluating the performance of undertakings and also taking timely remedial 
measures, wherever necusary. The Committee, therefore, recommend that 
tbe objectives of ECL should al'io be c1earl)' redefined as per RPE guidelines 
to sene as a mandate for the organisation and to evaluate its performance 
with reference to tho!IC objectives. These redefined objectives of ECL should be 
laid before the Parliament within lix montbs of tbe preseDtation of tbis Report. 



CHAPTER m 
PLANNING AND DEVELOPMENT OF NEW PROJECTS 

A. Project Planning 

3. I Tbe production of the Company was 26. 18 million tonnes in 
1975-76. The demand of Coal of the Company was estimated to rise 
progressively to 35 million tonnes in 1982-83. In order to meet the in-
crease in demand of coal, the Company had planned during the period 
upto the end of 1982-83: (i) development of 16 new projects comprising 
4 projects costing more than Rs. 5 crores each sanctioned by Government 
and 12 projects costing between Rs. 2 crores and Rs. 5 crores each sanc-
tioned hy Coal India Limited (CIL) and the Company (ECL), 
and (ii) reorganisation of 17 existing projects comprising 12 
projects. costing more than Rs. 5 crores each sanctioned by Govern-
ment and 5 Projects co!\ting between Rs. 2 and Rs. 5 crores each 
sanctioned by CrL and ECL. The total annual production capacity 
of these 33 projects on completion was estimated at 28.18 
million tonnes. Of these projects. only\3 projects costing between Rs. 2 crores 
and Rs. 5 crores could be completed oyNovember, 1983, Details of the pro-
jects undertaken and expenditure incurred thereon are given in Appendix I. 

3.2 As regards the delay in implementation of projects, the Ministry 
informed the Audit i!l October, 1983 that the main canses for delay in 
execution of the projects were due to difficulties in acquisition of land 
combining with law and order problems in starting of the mines and obstruc-
tion of the work by the local youths demanding employment. Notwith-
standing the delay and time and cost over-runs. the Audit Report has brought 
the following main deficiencies in the project planning and implementation 
of projects :--

(i) Out of 33 projects costing over Rs. 2 crores planned for develop-
ment by the Company, 6 projects have been either suspended or 
closed down for various reasons. 4 other projects were started 
without the approval of the Government of India. 

(ii) Out of 7 schemes involving introduction of improved technology 
of underground method of mining, the project reports were pre-
pared for 4 only. Proposals to introduce improved technology 
have been dropped by the Company suhsequently in respect of 3 
schemes. Independent appraisals by the Company in respect 
of only three of the projects were made. These sC'llC'mes were, 
by and large, not Successful. 

II 
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(iii) There were in adequate prospecting and pre-prospect survey and 
inadequllte scrutiny of tho Project Reports by the Company Ilnd 
the Coal India Limited-holding Company. 

(iv) There were heavy slippages, cost escalations and time over-run 
in respect of new projects and re-organise~ projects. 

(v) In a number of projects, the works had to be abandoned because 
of refusal/withdrawal of permission' by the Director General, 
Mines Safety (DOMS) for a particular mining technology. 

(vi) Works were started on abandoned mines without proper fresh 
survey, with the result that the machines/equipment purchased 
for them were not found suitable. These machines when trans-
ferred to other projects were also not useful. 

3.3 Since execution of the major projects was being held up for various 
reaions, the Company planned from time to time 44 smaller projects/schemes 
costing less than Rs.2 crores each financed out of the plan provision for new 
and re-organisation of the existing projects to meet the production require-
ments. Of these only 15 projects were completed during the period upto 
1985-86. Work on J3 mines had been suspended and production in 2 mines 
had been discontinued due to exhaustion of reserves which is indicative of 
incorrect estimation. 

B. Review of Projects 

The result of a review by Audit of some of the projecls of the company 
is as follows: . 

Abandoned/closed Projects 
(I) Projects costing more than Rs.2 crores each. 

(i) Ballsara Ol'enCasf Project 

3.4 The project with a total capital outlay of RS.275 lak hs was approved 
by the Board of Directors of the Coal India Limited in October, 1978. The 
Project report envisaged production of 0.20 million tonnes per annum of HM 
Grade 11 coal. The project was to start production fro(l1 1st January, 1979. 
The commencement of work on the project was initially delayed for want of 
sufficient equipment. The required mathines were received at the site by 
December, 1979 and the work of removal of over-burden was carried out 
intermittently thereafter. The work of removal of over-burden was 
resumed on 22nd June. 1981 but was stopped on 25th June, 1981 due to 
obstruction by local unemployed people. No coal has been extracted from 
the project although a total expenditure of RS.276.46 lakhs has been incurred 
upto October, 1983. The entire plant and machinery worth Rs.263.17 lakhs 
were, however, transferred to Pflrasea O:C.P. The Company informed the 
Audit in November, 1983 that arrangements were being made to resume the 
work. ~ 

3.5 Asked about ·the latest position in regard to completion of the 
project, ECL stated in written note as follows :-

"Work has not been resumed in this open cast project. The 
equipment is being utilised at Parasea OCP. 
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An.other project Harispur OCP has been fo·rmulated which will 
work the adjoining area of Bansra . 

. Harispur OCP is awaiting Government's approval. While working 
Harispur OCP area, the area originally covered by Bansra will also be 
worked." 

(ii) Nakrakunda Experimental Project 

3.6 In order to augment the production of coal, the Company decided 
to take up development Project in Jhanjra Geological Block (Jhanjra-I) with 
Russian collaboration using highly sophisticated Russian powered support 
face machinery for highest possible proJuctivity and safety. In the feasi· 
bili~y Report of Jhanjra-I mine prcpared byCMDPI in collaboration with 
USSR Experts, the Russian experts had suggested mechanised support 
system for caving the roof in the longwall working. They, however, felt 
that the roof control system in vogue in USSR cannot be mechanically 
imposed without corresponding study of the physicul and mechanical pro-
perties of the rocks, and without cLtl'l'ying out some actual underground 
caving experiments under conditions similar to those at the lhanjra-I Mines. 
Accordingly, it was decided that a team of experts of USSR, . CMPDI and 
E.c.L., would conduct the experiment at Nakrakunda Experimental Mine 
site. A protocol-was signed at Ranchi on' 23rd January 1975 for collaborating 
U.S.S.R. expertise in the designing of experimental face at Nakrakundu 
Experimental Mine. The feasibility Report was preapred by July. 1975 by 
CMPDJ in coJlab(1nltion with USSR experts and in November. 1975, the 
holding Company sanctioned the project with a capacity of 0.21 million 
tonnes per annum. 

3.7 The main objectives of the experimental project were 

(a) to study the !"(lof behaviour under mechaniscd support system; 

(b) to judge-the suitability of U.S.S.R. sophisticated machinery with 
particular attlention to the cutting resistance of coal; and 

(c) to train as many officers/workers as possible for the working of 
Jhanjra Mines. 

3.8 It was proposed to develop the Nakrakunda Experimental Mine 
through two inclincs i.e. main and auxiliary inclines. The' main incline 
drivage was taken up departmentally through surplus workers and that of 
the other was entrusted to a contractor in May, 1976. Although a total sum 
or Rs.2.20 lakhs was paiJ to the contractor, actually no progress of work 
<;()uld be achieved due to constant agitation by the local youths under whose 
pressure. the contractor could not engage experienced earth-cutters. The 
<;ontractor finally left the job in August, 1977. 

3.9 Thus Nakrakunda Experimental Project could not come up 
though an expt:nditure of Rs.62.19 lakhs has been incurred on it.. Jhanjra.I 
Project approved and taken up with Russian collaboration could not, there-
fore, derive the expeqted benefits of the experiment. 
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3.10 The Company informed the Audit in November, 1983 as under :-

" .... Inclines were started in 1976-77 but stopped due to obstruc-
tion by local youths. It was again started in 1977-78 but had to be once 
again stopped for the same reason i.e. obstruction by local youths. The 
expenditure of Rs.62.19Iakhs includes Rs.22.67 lakhs for procurement 
of P & M which could be diverted and utilised in other underground 
mines. Investment on buildings was Rs.IO.52 lakhs which is utilised 
by neighbouring colliery .... The scheme has been dropped." 

(iii) West Barakar Opencast Project 
3.11 West Barakar unit in Mugma Area was worked out Rnd closed 

during private ownership. An attempt by the private owner to open a quarry 
also failed due to collapse of the incline. With a view to developing this 
abandoned unit, project report for opencast mining was drawn tip by the 
Company and the Project was approved by the Coal Mines AuthorityLimited 
in October, 1974 with a capital outlay of Rs.237.82 lakhs to extract 0.24 
million tonnes of Grade-III 'D' coal per annum for 8 years. After incurring 
an expenditure of Rs.250. 94 lakhs (Rs.1 06 lakhs in 1974-75 and Rs.134 lakhs 
in 1975-76), 0.25 million tonnes of coal was produced in 1975-76 and in 
early 1976-77, after which the project was closed due to limited market for 
lower grade coal. Hea.vy Earth Moving Machinery valuing Rs.92.39 lakhs 
were transferred to Nabakajara open-cast Project during 1976-77. 

3.12 As regards reasons for closure of the mine, it may be stated that 
original contemplation Qf producing Grade-Ill coal from this project did not 
prove correct as coal prouuced subsequently was of inferior type. 

3.13 The Management informed the Audit (November, 1983) as 
under :-

" ...... On working it was noticed that coal is mo~tly devola-
tilised. There was poor demand for this Coal and the work had to be 
discontinued after stock started m:cumulating heavily. Subsequently, 
when market for this Coal picked up, work ha~ been resumed in the 
colliery .... " 

3.14 As regards the latest position of the project, ECL has stated in 
a written note that Devolatilised coal is being extracted presently from this 
mine (Rajpura colliery). 

(iv) Chora Opencast ProJect 
3.15 The Chora Opencast Project under Kenda Area was conceived 

to meet the growing needs of coal for thermal power stations and brick 
burning. The exploration for quarriable coal was started in December, 1977 
and completed in March. 197!S and the Feasibility Report of tile Project was 
finaljsed in February, 1979 by CMPDI and was .finally approved by the CIL 
in November, '980 with an outlay of Rs. 308.94 1akhs and the expected life 
of the mine was 6-8 years. The total quarriable reserve of coal was estimated . 
as 1.685 million tonnes and to get this coal 4.971 miIlion cubic metres 01' 
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overburden wa.s to be removed. The annual production of coal and over-
burden removal were fixed at 0.27 million tonnes and 0.77 !)lillion M' res-
pectively from second year of working. As per feasibility report the pro-
duction was to commence from November, 1981. However, the develop-
ment work at the project was started from 1 st April, 1982. By 8th September, 
1982 the production of coal was 'nil' and total volume of overburden 
removed was 81,300 cum. Investment made on this project up to 31 st March, 
1983 worked out to Rs.2.79 crores. 

3.16 In this connection, Management informed the Audit in November, 
1983 that the "project could not be started due to non-receipt of full con-

l tingent of HEMM and non-availability of land." The working of the 
t project was stopped on 9 September, 1982 due to resistance of local un-
employed youths. The work was resumed on this project in January 1983. 
The project was completed in 1985-86 at a cost of Rs.388.71 lakhs and coal 
production started in 1984-85 only. 

(v) Kenda Opel/cast Project 

3.17 The Kenda Opcncast Project was sanctioned by the Coal Mines 
Authority limited in July 1974 at an estimated total project cost of Rs.218 
lakhs with production capacity of 0.34 mHlion tonnes of coal per annum. 
The project could produce 0.30 million tonnes of coal during 1975-76 and 
was closed down during the same year due to over-burden having boulders 
rendering the operation of scrapers difficult. . 

(vi) North Searsole (ind;1Its 3 to 8) 

3.18 The Project was sanctioned in October, 1978 and total capital 
investment envisaged was Rs.9.92 crares. The expenditure incurred upto 
30tb September, 1983 was Rs. 3.26 crores. The inclines 3, 4, Tand 8 touched 
coal in middle of 1979 but construction work was held up thereafter due to 
obstruction by local youths. The Management informed Audit in November, 
1983 as follows :-

" .... Work on inclines 3 and 4 has been resumed recently .... 
arrangements are being made to resume the work on inclines 7 and 8." 

3.19 The drivage of incline 5.alld 6 was stopped on 27th September 
1979 due to obstruction by local youth. The Management informed the 
Audit in November, 1983 that "in the meantime underground drifts had 
been made ready. The drivage of these inclines will be laken up later". 

3.20 Explaining the latest position of the project, Eel has stated in a 
written note that :-

. "Work in this project is continuing. Inciine Nos. 3 & 4 com-
missioned Work in Incline Nos. 7 & M is in progress. Incline No.6 
has been commissioned wh.ilc work at Incline No.5 has been deterred. 
Total expenditure incurred upto March 1986 is Rs.846.09 lakhs. 
Present production is at the level of about 0.27 mt/yr." 
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(2) Projects costing less than Rs. 2 crore~; 

(i) Mahabir open cast Project 

3.21 The project was sanctioned by the Company in October, 1974 
with a capital outlay of R5.183.49Iakhs. The feasibility report of the project 
approved by the Central Mine Planning and Design Institute Limited 
envisaged: 

(a) Life of the Project to be 14 years. Net extractable reserve 7.3~ 
million tonne5 out of the total reserve of 9.518 million tonnos. 
Production of 0.54 million tonnes per annum. . 

(b) Purchase of 6 scrapers and 3 dozers for removal of overburden 
and production of coal. 

3.22 An expenditure of Rs.182.~0 lakhs was incurred on the pn)ject 
upto 1978-79. As against the production of 0.54 million tonne per annum 
envisaged in the Feasibility Report, the q uantilies of coal actmll1y extracted 
were as follows :-

Year 

1975·7(, 

1976-77 
1977·78 
1978-79 
1979·80 

._-------

Total 
------- ---_ .. ---.. -. ---

Produotion 
(in million tonncs) 

O.18S 

0.163 
0.1H 
0.073 
0.003 

0.562 

3.23 The project was closed in March/April 1979 "owing to inadequate 
reserves". In this connection, the Management informed the Audit 
(November, 1983) as follows :-

"Coal reserve was found inadequate than what was anticipated due 
to unsystematic old underground working which were not accessible 
for surveying. The project was closed during March/April 1979." 

3.24 Audit has also pointed out that for removal of overburden and pro-
duction of coal 6 scrapers and 3 dozers, as provided in the project report. 
were purch~lsed at a total cost of Rs. 75.90 lakh~ (Rs.S2.80 lakhs for scrapers 
and Rs.23.10 lakhs for dozers). When put to use scraper-dozers combi-
nation was found unsuitable and not conducive to economic working at the 
project due to its hard strata and high coal overburden rati" and all order 
for supply of a dragline at a cost of Rs.18 lakhs was also placed on Messers 
TELCO in April 1979 with a view to replacing the existing scraper-dozer 
combination. Even the dragline which was stated to be suitable and was 
received in January 1980·could not be utilized in the project as the same had 
already been closed due to inadequate coal re-serves. 
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3.25 Subsequently, ill May 1979, the scrapers and dozers were trans-
ferred to Kumarkhella open cast project (OCr). The dragline, received in 
January 1980, was also transferred to Satgram Area. The scrapers and 
dozers shifted to Kumarkhella OCP were not found to be required therein 
asmucbas the said project had already 11 scrapers and 7 dozers as alainst 2 
scrapers and 3 dozers required as per its project report. The dragline 
rec,elvedat Sat gram area was also not used there and was again transferred to 
Rajmahal Project where it is stated to be working. 

3.26 Thus entire expenditure of Rs.93.90 lakhs on the puchase of 
scrapers, dozers and draghne for production at Mahabir Project where there 
were inadequate coal reserves was the result of bad planning without adequate 
geological survey. . 

. 3.27 The Audit has also pointed out the following lacunae in this pro-
Ject :-

(i) In-adequate geological investigation and SUfYCY of availability 
of coal reserves neccssitated premature closure of the project 
as the Coal exhausted aftcr mining of ncgligible quantitics. 

(ii) Wrong assessmcnt of coal oYcrburden ratio which had resulted 
in the selection of incorrect method of mining due to which 
scrappers and dozers purchased for the project were found 
unsuitable. 

(iii) Unnecessary purchase of dragline particularly when there was 
diminishing trend in the production and when it was received the 
project had already been closed. 

(iv) An expenditure of Rs. 5.25 lakhs was incurred on fe-removal of 
overburden through a private contractor during 1976-77 though 
Company's own machines were available. 

(v) Though the project was approved by CMPDI and the Company's 
Board of Director:>, the fact of premature closure of the project 
after making an investment of Rs. 182.80 lakhs due to nOD-
availability of coal was neither placed before these authorities 
for consideration nor any investigation was conducted for the 
loss due to fail ure of t he project." 

3.28 During the course of evidence of the representatives of the Com-
pany the Committee pointed ~ut that the project wa~ closed in Marchi 
April, 1979 and at the saJ?lc tIme o.rders .were placed In Messers TELCO 
in April, 1979 for a draghne for thIS project at the cost of Rs. 18 laths. 

3.29 Asked about the reasons for it, CMD admitted "it was a wrong 
decision". 

3.30 On further enquiry as to whether any l'esporuibility has been 
t1xed by the Company for this .l,?ss, ~.he witness slated "it is not a loss. At 
that time it was a wrong deCISIon. 
4 LSS/87-4 
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. The witness added: 

"The decision for closing that mine was taken in the sarno 
month. The procurement process had been more or less initiated, 
completed and then, orders were placed. At the same time, the compe-
tent people decided that the mine should be closed down. Then thi s 
question was raised and ultimately they decided not to cancel the 
order and use it at some other place, and that some other place had 
been indicated." 

3.31 The Committee enquired that in view of closure of the project, 
should the Purchase Order for dragline not have been cancelled, the CMD 
reptied:-

"Both the actions were taken in the month of February. There 
can be a break of two days here or there. Normally, a decision 
could have been taken to stop the purchase of the dragline. Probably 
it would have been better to cancel that order. I can only, assume 
that as this is only a simple two and a half feet dragline convert able 
into a showd, they must h'LVL J.:ciJed that the order need not be 
cancelled. " 

(ii) Dobralla opencasi Project 
3.32 The Dobrana Open east Project was sanctioned by the Company's 

Board of Directors in December, 1976 with an estimated project cost of 
Rs. 99.00 lakhs and production capacity was estimated at 0.18 million 
tonnes per annum. The actual expenditure on this project and kenda 
Opencast Project amounted to Rs. 240 lakhs upto 1977-78 The Dobrana 
Opencast Project could produce 0.16 million tonnes during 1976-77 and was 
closed down in 1977-78 owing to geo-mining problems (presence of boulders 
in the over-burden) encountered. The Company informed the Audit 
in March 1983 that "mining with scrappers was later found difficult due 
to hard strata conditions. The fact that the project had to be closed down 
due to hard strata conditions show tbat the survey conducted before taking 
up the project was not adequate." 

3.33 During evidence when the Committee desired to know whether 
the presence of boulders in over-burden and hard strata conditions were 
not known at the geo-mining investigation stage, the CMD, stated:-

"Detailed planning was not done at that time because we did not 
have enough people ........ The conditions were not fully known. 
When the work started there were boulders." 

The witness added: . 

"The o,PCDcast mining in this sector was started in 1975-76 after 
nationalisatJon. This is one company in CIL which had and has less 
experienced people for this job. Then the position in regard to 
boulders etc. could not be determined unless we put in really a very 
close bore ·boles." 
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3.34 The following ten projects/schemes estimated to cost less than 
Rs. 2 crores each sanctioned in 1978 had also been suspended by the company 
due to delay in acquisition' of land/obstruction by local youths: 

S1.No. Project 

I. Dube~war JDOline 
,.2. Bansara Puranadip Incline 
:l. Bhanora Block 

4. Dabor 'C' illCline 

5. Tara-Churulia Seam Incline 
6. Adjoy-JJ 

7. Narasmuda Incline 

8. Nimcha Ghusick • A' seem 
9. Nimcha-Ningha seem 

10. Tara-Dewaterina of Cburulia Unit 

Estimated 
. investment 

Rs. in lakhq 

90.59 

73.00 
96.11 
44.01 

67.63 
94.16 
98.49 

55.12 
57.85 
26.69 

3.35 When the Committee asked about the latest position in regard 
to the above projects, the- Company in a written note has stated as under:-
"I. Dubeshwari Incline 

2. Ransra-Purandip Incline 

3. Bhanora West Block 
4. Adjoy II 

7. Narsamuda Incline 

R. Nimcha Ghusick • A' Seam 
Nimcha Nhl,ah Seam 

Work is continuing and coal production , 
started. 

-do-

-do-
COIl~truction work is in progress and 
coal production is to start in 1986-87. 
Work is continuing and coal production 
started. The scheme has been revised for 

. a higher projection of 0,24 mt/yr. with 
oapital investment of Rs.386.48 lakhs. The 
revised soheme is under approval now. 

} Arrallgements are bein", made to start the 
. work. . 

Status in respect of other schemes at S. Nos. 4, 5 and JO remain 
unchanged." 

3.36 During evidence the Committee pointed out that out of the ten 
projects, the production could be started in four projects only in 1984-85. 
A'>ked as to why the development work could not be resumed in : other 
projects, the CMD, stated:-

"The years between 1979 and 1983 were the period when there 
was a lot of turmoil in the coal field .. At that time we were not able 
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to recruit people. But the State Govcrnm.el"'t had taken a stand th~t 
more and more people will have to be employed. As result of It, 
none of the projects was allowed to be opened b~ the local youth~. 
They stopped all our acti·;ity .• Thereafte~, only In the year 1983 It 
was possible for us to open some of the mlDes. Today we have been 
operating six mires." 

The witness added: 

"People did not allow 1.S to function and the necessary help from 
the State Government was also not available." 

3.37 When the Commitee cnquried about the steps taken to resume 
the work ill l'emaiLing projects. the witness stated: 

"We have been tryir.g to solve it. I have met tho Chief \ Mil ister 
six or eight times in the last six mOLths. The. Hon. Minister has met 
the Chief Minister twice. He has written a very specific letter also 
The Secretary. Department of Coal had been in calcutta and saw the 
Chief Minlstcr. But so far the problem has not been solved." 

C. Delnys in Implmw7tation of Projects 
3.38 The fo110 wiDg table in<..icates thc extcl'! of delays in implementation 

of the new projects and the estimated cost over-run due to re\ision of 
project estimates: 

SI.No. Extent of delays 

I • 5 year~ a: above 
2. 3 ye ars but les~ than 5 years 
3. I year but tess! han 3 year, 

No. of E.~timales cost 
Projects over-run due \0 

<) 

4 

revision of project 
estimates 

. (Rs. in crorcs) 

234.05 

141.40 

11.56 

H7.01 

As regards the reasons for ab~ormal cost over-run and time 
he Company informed the Audit in September, 1983 as under:--

The cost over-run ill the project is partly duo to increase in cost 
or equipment. materials and wageo; etc. dUring the execution of the 
project whereas the project report provides for fund at the time the 
project report is formulated. There is time over-run due to prevailing 
law and order situation, obstruction by unemployed youths, frequent 
load Shedding, difficult geomining ('oJ)ditions eucountered ill the course 
of actual work.ing. Project reports have been prepared with available 
geological illformatioll to avoid delay in oollecting all available geo-
logical information before project reports are prepared &Ad processed 
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for sanction. It was a!1prehended that if the Pr(lject rcports are 
prepared only arlCI full detailed geological informati('n are available 
or new technologics are es.tablished delay may up:-.et plant targets 
seriously. " 

The reac;ons for slippage in some ofthc major projects are stated to be 
as follows:---

(i) Chinakllri-T and IT Projects,' 

3.40 This Project constitutes two seams viz. Dishergarh and Rharat 
~hak scam. The feasibility report foJ' the reoigal1i~ed project (1 st .Phase) 
was prepared by CMPDl in July 1974 and approved by the Government 
of India in Jamll1 ry 1975 at an estimated capital cost of Rs. &.43 crOres. 
The fcasibility report etlvisaged annual production of 1.0 miIliGn l('ones 
of coal from both the seams to be achieved by 1981-82. The feasibility 
report clivisageQ cleaoing of sand ill the floor of t he mil c and providing 
of two air coolers to meet the hllmid condition Iikelv to be encountered. 
Ollly one spot cooler was installed ig the mine. The ·spot cooler was very 
heavy and not mobile. The two air coolers. therefore. could not be used. 

3.41 Durio!! actU'l1 execution. the clearance of sand ",as delayed 
creating ventilation probh:ms. Ever. t hen the Managemeli!! decided in 
November 1982 to transfer two spot coolers to Sudamdih Pr<'ject but till 
November. 1983 these were not transferred. It wac; found that the r(wf 
condition was bad J;ecessitating C)0SUre of slowing panel in east side of the 
seam. The lit work clIvisaged ill the fcasihitity report was technically 
found not feasible. 

3.4~ Detailed scientifia investigations were carried CUL by USSR 
cxperts in respect of capability. gassiness and bump-proneness of this seam. 
Based 011 the detailed Project Report submitted by USSR experts fo r working 
this seam by longwall caving method instead of longwall stowing. a~ 
envisaged in the original report the revised Project Report was prerared 
by CMPDI in con-.ultation with DGMS in September 1980. The feasibility 
report of Chinakuri I & II Project was fUrther revised and revised F.R.. 
for a reduced target pre-duction of 0.69 millicn Lonnes per year at'a capital 
investment orRs. 45.54 crol'es was approved by Government in Marah 1985. 
The project which was scheduled forcompletion by April. 1981 is now likely 
to be completed in 1989-90. 

3.43 Expenditure incurred on the Project upto March 1986 was 
Rs. 14.91 crores. The Management attrihuted (March 19811)983) the 
following reasons for t he slippage: 

(a) Two .longwall panels where exLraction was envisaged hy solid 
blastmg could not be operated due to blanket withdrawal of 
permission of solid blasting by DGMS on the wound that the 
seam is of highest degrec, of gassiness. 

(h) Development of underground panels was atTected due to ventila-
tion problem because of non-availablity of hich water gaul!c 
auxilliary fanS/dust filters. ~ ~ 
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(c) Production was alf~'Cted due to bad roof condition, ventilation, 
high temperature and humdity problems. The regular leakage 
of the sand from the pipe creates problems in the dip develop-
ment and ventilation. 

3.44 Thus, due to delay in developing a suitable technology the comple-
tion of the project will be delayed by more than 8 years with the resultant 
increase in the project cost by Rs. 37.11 crores. 

The following table shows the extent or delay at each stage through 
which the rroject had to. go through: ---

June '75 

Sept '75 
May '77 

December '79 

March '80 

September ·SO 

December '82 

March '~5 

April '85 

December 'tiS 

May'Rr, 

July '1<6 

Onginal T'R approved by Govt. Scheduled Completion dated was 
81-82. 

Contract signed with USSR 10 conduct investigation for adoption 
of caving with P.S. Face:. 

USSR submitted r.:port. 

Report discussed. 

Feasibility Report revised on the basis of USSR Report, 

Report submitted to Govt. after approval by Eel. & ell .. 

FR approved by Government. 

Matter referred to PRG(M.JDtan consulting) sin~c USSR ex-
pressed its inability to submit detail specifi.;alion. 

R&D Report forwarded 0'\ the hasis of CMRS o;tlldy. 

Report approved hy elL. 

Report suhmitted for grant from S & T rund. 

3.45 During evidence of the representatives or the undertaking the 
Committee wanted tl) know as to why the Company took so much time at 
each .st'lge. CMD, Eel. stated as follows: 

"This is not a simple matter, but it IS the technology that IS 
evolved." 

lIe further explained 

"The USSR was given the whole thing and then they were also 
to give LIS the equipment for implementing the project. After fOllr 
years they said they could not supply the equipment because it is not 
suitable to our conditions, Then we went to FRG. After that 
what kind of equipment is required is to be seen, Afterwards we 
would purchase the equipment and g.'> ahead with the project. 
So it is not a simple thing. it is a very complex and difficult thing. 
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Even USSR with ~Il this knowledge and everything could not 
supply . us with the right type of equipment." 

3.46 The Committee pointed out the observations made by Chari 
Committee in regard to introduction of new technology, which reads infer 
alia as follows:-

"Presumably to cope with the highly ambitious growth rate pro-
grammed for the EeL, several large projects, involving the application 
of such untried technologies were formulated and steps were taken 
for their implementation, without waiting for the results of actual 
experiments. This resulted in numerous problems cropping up that 
could have been avoided. Two mining projects viz. Chinakuri I & n 
& Dhemomian, incorporating longwall installations that suffered 
serious delays. These are typical in being indicative of the cause for 
time and cost over-runs in project implementation." 

To this CMD, EeL stated: 

"Chinakuri is the deepest min in India ... This coal seam is about 
15 ft.thick at a depth of about 2,000 ft., and strata is massive sand 
stone not found in European countries. This stone does not break. 
If it does not break and if we take away the coal, it will collapse and 
create havoc in mines. So it is essential to break this strata by suitable 
Technology and methods. We have not been able to develop it." 

He added: 

"Such a thing has never been seen anywhere in the country .... 
We have been working this mine for nearly 30 years. But we have 
been taking only 7 ft. coal and the balance 8 ft. coal was being lost. 
Now we want to develop the technology by which we can take the 
entire J 5 ft coal in one lot. But we are not having the capacity to 
develop the equipments for that. The Russians have not been able to 
do it. Now we expect the Germans to manufacture it. ,. 

(ii) Parbelia 
3.47 Reorganisation of Parbelia Project was approved by the Govern-

ment of India in April 1979 at an estimated capital cost of Rs. 12.51 crores. 
with an ultimate production capacity of 0.80 million tonnes of coal per 
annum. The project which was to be completed by April 1985 is now likely 
to be completed by April, 1990. 

3.48 In reply to a query of Audit Board regarding implementation of 
the Project, the Managcment informed the Audit in March; 1983 as undcr:--

"Shaft deepening, as proposed in the approved Project Report 
could not be started. It was tendered on global basis. When quota-
tations so received were evaluated, it was seen that quoted cost esti. 
mates were many times higher than the Projectestimatcs (even after 
allowing cscalation). An exercise was done about tbe techno-eco-
nomics of underground drifting from Dishergarh seam to Sanctoria 
seam instead of shaft deepening. It was found that the drafting was 
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more viable. Accordingly, a note has been put up beforc< ECL Board 
in December' 1982 which has since approved it. Preparations for 
underground drifting are now being made." 

It would be seen from the above that there was indecision on the 
part of the Company in selection the proper method of extracting 
coal from the mine which has led to the delay in completion of project 
and consequent cost over-run. 

3.49 Expenditure incurred upto March, 1986 on the mine was 
Rs. 4.92 crores. It includes an amount of Rs. 1.31 crores for the main-
tenance of the existing mine and excludes amont spent on powered supports, 
which was earlier booked against this project, has been transferred to 
Seetapur Project. 

(iii) Ratibati Project 

3.50 Ratibati reorganisation project was approved by the Govern-
ment of India in August 1977 with an estimated capital cost of 
Rs. 9.94 erores and ultimate production capacity. cost of 
0.90 million tonnes of coal per annum to be achieved 
by April 1982. As per Project Report, Chaupui Khas unit of the project 
was to hav!! 4 districts-2 depillaring and 3 development Districts. Depil-
laring could not be started due to withdrawal of permission by DGMS 
owing to presence of waterlogged over-lying goaves. Projects for 'deve-
lopment districts suffered due to heavy load shedding causing electric 
winders idle and accumulation of gas in the underground. 

3.51 In reply to a query of Audit Board as to why the mine was plan-
ned when there was water in overlying goaves, the Management stated in 
March 1983 as under ;-.. 

"The fact of overlying gOttves being water-logged was known at 
the time of project report preparation. Necessary provision for 
dewatering which has been done for extraction of underlying seam had 
been made in the project report. The overlying go aves are being 
dewatered but at limited pace because of difflculties like inadequate 
pumping capacity and power interruption (Chtlapui Khas Unit.)" 

3.52 Due to delay in dewatering the project which was to be completed 
by April 1982, will now completed in 1988-89. Expenditure incurred 
upto March 1986 worked out to Rs. 7.64 crores. . 

3.53 During l':vilienc!!, lhe Committee wanted to know as to why 
the project was starled when it was known that whole area was water 

. logging. CMD, ECL stated as follows;-

.•...... there was a heavy flood in 1978. Then it was proved that 
the whole area was water bearing." 

(iv) Satgram Project 

?54 Satgram r~organisation Project was approved by the Govern-
ment In May 1979 With an estimated capital cost of Rs. 26.37 crores and 
ultimate production .capacity of 1.20 million ionnes of coal per annum to be 
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achieved in April 1987. The project report envisaged a pair of inclines 
to be driven initially to exploit Dishergarh Seam. An examination of the 
case revealed that there was delay in the finalisation of tender for shaft 
sinking as provided in feasi bility report as indicated below:-

(a) Global tenders were opened in October, 1979. 
(b) Letter of intent to a foreign contractor issued in February 198]. 
(c) Agreement with the contractor (Mis Kopex) was approved by 

Government in February 1982 which was finally signed in 
November 1982 after making modification in terms relating to the 
mode of payment. 

Shaft sinking by Mis. Kopex is to be completed by March 1987. Due 
to slippage the project is likely to be completed in 1992·93. 

(v) Amritnagar 

3.55 The Amrilnagar reorganisation Project was sanctioned by the 
Government ofIndia in May 1976 at a total estimated capital cost of Rs. 10.85 
crores with production capacity of 1.14 million tonnes of coal per annum. 

3.56 Rel:onstruclion of the Amritnagar Colliery was to be done in 
two phases. Phase-l deals with Narain-Kuri Seam and phase-II deals with 
Bogra and Satgram Seams. The target for Phase-l is 0.42 million tonnes per 
annum (Scheduled date of attaining target was 1979.80). The target for 
Phase-ll is 0.72 million tonns per annum (scheduled date of attaining 
the target was 1984-85). The execution of these projects co uld not be 
completed on schedule and the reasons for slippage are as under:-

" (I) Knife-edge method o( depillaring, as envisaged in the feasibility 
Report, was not finally approved by the DGMS on safety 
considerations. 

(2) Feasibility Report envisaged rope haulages and manual loading 
of coal into tubs in Phase 1. The actual experience indicates 
that high production cannot be achieved with this method. 

(3) Conventional method of depillaring could not be undertaken as 
DGMS apprehended that fire in Ningah seam of adjacent Nimcha 
Mine had spread to old dcpillaring workings of Ningah seam of 
Amritnagar Colliery. 

(4) Phase·II (Bogra and Satgram Seams) was based on the available 
data but subseqnent drilling revealed different seams with different 
characteristics. The revision of the Project Report was necC$sary 
and. thereofre, construction for this Phase was kept in abeyance. 

3.57 The revised Feasibility Report submitted to Government in July, 
J 9g2 was approved in September, 1985 for a production of 1 . 14 million tonnes 
per year at a total cost of Rs. 65.45 crores. The project is now expected to 
be completed in 1993-94. 

Thus, there has been an increase of about 550 per cent in project co lit 
with time over-run of nine years without any addition to the mine capacity . 
.4 LSS/87--5. . 
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(vi) Purusltottampur OCP 
3.58 The pO(ject was sanctioned by the Government of lIldia ill A~il' 

1979 at an estimated capital cost of Its. 6.73 crofts with prcductioa "picity 
of 0.46 million tonnes per annum to be achieved in 1980-81. Out of 132.7 
hectares of land earmarked for this Project, only 70 hectares had been ac-
quired. In reply to a 9uery of Audit Board as to why the Projoct was taken 
up before full land acqUlsition, the Ministry stated in October, 1983 that:-

"Full land acquiiition to cover the requirement of the entire project 
life would have resulted in providing immediate employment to the 
land losers. In any case the entire land was not required at a time for 
mining operation which is spread during the life of the project. K.eep-
ing in view the prevailing position of labour strength In EeL, it was 
considered avoidable to acquire all land in advance. It il true that 
there is gradual rise in price of land but this consideration alone 
advance investment is not done. 

3.59 The project report was revised rcfr a target production of 0.30 
million tonnes at a capital cost of Rs. 9.07 crores and approved by Govern-
ment. The construction of the project was completed in 1984-85. 

From the foregoing paragraphs !he following points emerge: 
(i) Abnormal cost over-run resulting in increase in the ori~inal project 

cost. 
(ii) Abnormal time over-fun ranging from one year to ten years. 
(iii) inadequate system of monitoring and appraisal of projects r05ult-

ing in abnormal cost over-run and time over-run and locking 
up of resources. 

(iv) No worthwhile effort/sleps taken to cut down delays and costs. 
(v) Frequent rephasing of projects and revision of project estimates. 

(vi) Projects taken up before satisfying the suitability of technol0i:Y 
and design parameters. 

3.60 During evidence of the representatives of the Company, the 
Committee pointed out that out of 33 projects undertaken by the Company, 
26 projects were delayed. 13 projects slipped for 3 years and more and some 
projects were delayed upto 8 years. The cost over-run due to revision of 
cost estimates in respect of these J?IOjccts amounted to Rs. 375.45 crores. 
Asked about the reasons for delay ID projects,CMD, ECL stated: 

"These are 33 rrojects which are being mentioned. By seeinl: 
this list of Projects. can say that the major delay has taken place in 
executing projects because (i) we wanted to iDlPort new technolo,ies 
from different countries and (ii) the technology has not pro\led sw::c:cs s.r 
rul or it bas not been possible to import it in pro~r time or with prope-
equipment. For example, the first project ChlDakuri, was taken up; 
with Russian aid and these people p.ve a certain report to us. W 
al.:ccpted it and ultimately, when the 101 came, we said "wc will nolV 
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a~ept whatever support you are aivina. to They said 'They will tost 
the .upport in USSR first aud then only come to us". They took two 
years and ultimately decided that the support!' they have .manufactured 
win not ~uit our condition~ and ~ome time in 1983 or 1984. they decided 
that they cannot deal with the technology and ultimately we have 
now gone to Germans and the Germans indicated that they can take 
it up. Negotiations went on. They have now submitted the proposal 
and we are approving it. They have to taken over the project. So, 
it is a question of technology. It is a very difficult mine and this type 
of support system has not been manufactured in this country. Only 
Germans might be able to give us the kind of support system which 
will sustain this 'particular mine." 

3.61 The Committee further enquired whether the technology was the 
main problem for all the delayed projects. The witness stated that the first 
problem was that of technology. To another query about technology 
capability. the witness stated: 

"With .our state of technology, development for the manufacture 
of supports' is at a very-very low level today." 

He added: 
"Our development of technology for the mines support in the 

country is at a very very low levol. We arc not even able to manu-
facture today what we say 100 tannes chocks. We have only two firms 
and that too with collaboration of U. K. and other firm!';." 

3.62 When asked as to how many bie projects were delayed for want 
of suitable technology, CMD. ECL informed that five projects had been 
delayed due to this reason. 

As regards the delay in other projects. CMD, EeL stated: 
"The nine projects are basically open cast projects and now these 

have been completed and commissioned. The reason for delay was 
basically due to problems in land acquisition. Last year, wa had some 
kind of negotiations. We have been able to operate these mines. 
More or less, the land problem is over." 

3.63 The Committee then enquired how some of the projects were 
formulated and got approved even though the land had not been acquired for. 
them. (,MD, ECL replied as follows:- .• 

"We assume that the land will be given to us. This has been the 
practice of the Government of India as also different State Govern-
ments, where we have been operating so far. One the projects are 
worked out, land has to be! acquired. Because of certain local condi-
tions, if some problems develop; we have got to face them and solve 
them. In Ratibati practically, every thing is completed except at one 
plate where a railway line is required. MGR is with the NTPC and 
MGR hs!'\ to supply cOjll from Rajmahal to Farakka. Some railway 
line has to come up and because of this. the project is delayed." 

" 
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3.64 The Committee asked whether the implementation of projects 
was being reviewed by·the Board of the Company, CMD, ECL then stated: 

"They have a periodical review .. So far as ECL is concerned, we 
submit two projects at every board meeting. Practically, the entire 
project is reviewed by the Board once. Similar is the case of Coal 
India Board." 

He added: 
"They review those things and there are separate Committees 

monitoring at the Company level, at the Coal India level, at the minis. 
terial level. There is an Adviser in the Ministry whose main function 
is to look after each project; it is being reviewed intensively." 

3.65 When asked whether the delays in execution of project could 
not be avoided even after reviewing them in Board meetings, he replied: 

"In the case of execution, the same probjems wilJ occur. The 
problems are there regularly, but how to solve them we have devised 
some ways and means." 

3.66 The Committee. wanted to know the specific steps taken by the 
company from time to time to solve the problems relating to tbe execution 
of projects. CMD, ECL stated during evidence that the basic point was to 
Choose the best available tech~ology,. He added: 

"We have now also decided that either we import the entire thing 
or pay only when the entire thing has been delivered. We have also 
taken into account the training of man·power. We have also applied 
to the Government for creation of a whole·time post of Director for 
looking after a project. A close monitoring is being done. We have also 
decided that a person will not be transfered till the project is com pie· 
ted. If he gets promotion he will get promotion there. Like that so 
many steps have been taken." 

3.67 Elaborating it in the post·evidence written note furnished to the 
Committee ECL stated: . 

"The steps taken arc as follows : 
(i) For each project, Project Officer have been posted to form the 

core of project Management team. Project Managers have been 
posted in big projects to look after solely the project work. 
Each of the major project is headed by General Managers of 
E7/E8/E9, who is assisted by adequate supporting personnel 
from all disciplines. Adequate powers have been sub·delegated. 
For effective execution, control and planning special training 
scheme has been taken up for project officials. 

(ii) For projects less than Rs. 100 crores, respective General Manager 
regularly reviews the project status to give necessary help of 
material, design and, take corrective measures. 
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(iii) The project monitoring Jivision of HQ under the GM (Projects) 
reports to the Director/CMD in co-ordinating the various activi-
ties. The project monitoring Division undertakes/helps plann-
ing of project construction on the basIs of PERT network, rolling 
plan monitoring of actiVities major constraints, preparation of 
flash reports for Rs. 100 crores projects Monthly and Quarterly 
reports for submission to Deptt. of Coal and CIL. Any deficiency 
is brought immediately to the notice of Director and CMD during 
the monthly review by Director/CMD and steps taken to remove 
them is determined. The help needed specially in critical acti-
vities like shaft shinking, Incline drivage and shortage of basic 
input like steel, cement is met with on emergency basis. 

The progress of projects is reviewed at varioulllevels according to 
the following drill :-

(a) Once a Week by Project Officer 
(b) Once a fortnight by the General Manager 

(c) One a month by the concerned Director 

During this review, called on fixed date of each month, all concerned 
departmental heads are present and corrective measures taken on the 
spot. 

(d) Once a quarter by CMD excluding Rs. JOO CHn'es Project which 
are reviewed each month. 

(e) Periodic review by Board of Directors of the Company." 

3.68 When the Committee enquired as to how the undertaking could 
not take timely action to remove the bottlenecks in the case of delayed pro-
jects, CMD, ECL. then stated: 

"New technology was involved in five projects which could not he. 
acquired so far. There was land problem in 12 projects, out of whi~ 
9 related to open-cast mines. Now the problem has been solved and 
we have made some progress and production has started. Remaining 
projects are underground projects. There was again a land problem 
in Ratibati which is being solved. There are other small problems 
which would be solved gradually. As regards other projects there has 
been some delayin inviting tenders and ultimately we had to call outside 
persons for shaft shin king. I admit that there has been delay in taking 
decisions. Since the process has now started it would be completed 
within one year. There would be no more delay. Many factors were 
involved which resulted in delay. Action has now been initiated· and 
all the projects would be completed." 

3.69 When asked any responsibility had been fixed by the Company 
for delays, CMD, ECL stated: 

"Where the delay bas occurred because of incompetence, lethargy 
or indecision by an individual. action has been taken against him. It 
means that his promotion would be withheld and if he is holding a sen-· 
sitive post he would be shifted from there and transferred elsewhere." 



3.70 Asked as to what steps were taken to avoid occurrence of delays 
in future, he stated: 

"The bas.ic problem i1> that of land and tbat remains unresolved 
even today. In r~ct the laud problem has became so acute that no 
land is available at all. We ,have projects for which World Bank has 
promised aid but we can not avail of that aid because of non-availability 
of land. There has been no delay in developing Indian technology. 
After all some time is naturally required for developing a new thing." 

3.71 During evidence of the representatives of Department of Coal, 
the Committee enquired about the system of monitoring the implementatioR 
of the projects. The representative of the Department of Coal then stated: 

"In the Department of Coal, there is a separate Project Monhoring 
Cell under the Adviser Projects. Monitoring Reports in the prescribed 
formats are being received regularly on quarterly basis. Copies of 
these reports are also sent to the Ministry of Programme Implemen-
tation. In case of major projects costing over Rs. 100 crores, there is 
a separate system of monitoring through flash reports which are re-
ceived by third day of every month simultaneously in the Ministry 
of Programme Implementation as well as the Department of Coal. 
The progress of implementation of projects is monitored against the 
schedule of construction drawn at the time of approval of the project. 
The monitoring system also enjoins a regular feedback to the coal 
company on the points that need corrective action to be taken. Besides, 
periodic meetings are held with CMOs, Director Projects, and Project 
Managers/General Managers on the progress of implementation of 
projects. With a view to ensure a close and regular monitoring of 
projectS at various levels, the following drill has been prescrihed: 
(a) Once a week by the Project Officer. 
(b) Once a fortnight by the General Manager. 
(c) Once a month by the concerned Director. 
(d) Once a quarter by the CMD of the company. 
(e) The Board of Directors of CIL and the subsidiary companies 

also review the progress of projects on regular basis." 

3.72 The Committee pointed out that had the system of monitoring. 
as informed by the Department, was followed strictly the ECL projects would 
not have been delayed so much. Out of 33 projects costing over Rs. 2 crores 
each, 26 projects were delayed from one to ten years resulting in cost escalation 
of the order of Rs. 387 crores. To this, the witness stated: 

"As a result of this over-seeing there has been some improvement. 
We have started from the end of 1983 and since then 12 projects have 
been completed." 

3 . 73 When asked whether there was no monitoring system before 
-1983. he replied "The monitoring system was there but a more positive system 
of monitoring was introduced on a regular basis." , • 
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3.7<4 In this connection, Additional Secl'ctary, Department of Coal 
also stated : 

"From 1983 we hayc been very closely mOllitoring. The emphasis 
bas come from the highest level.· The Prime Minister himself has taken 
almost four review meetings. After that, the Minister lias taken a 
large number of meetings with CMOs and has gone into details of 
various things. Thereafter, the Secretary, has been taking regular 
monthly meetings of all the CMDs. We have strengthened not only 
the monitoring but also the project mana,ement." 

3.75 In regard to completion of other projects, the witness informed the 
Committee that :-

"Slippages in project construction have been contained. The 
number of delayed projects has come down. Frwn 16 in 1983-84 to 
9 in 1985-86. The production realisation which used to be about 40% 
frOID these projects is now about 62 to 63 %." 

3.76 Therefore, the Committee pointed out that even though 12 pro-
jects are reported to have been completed but the production of the ECL 
did not improve much. To this, the witness replied" it is so because the 
production from the existing mines has declined there has been depietion 
from the old mines." 

D. Execution of pro.i~cts without sallction 

3.77 Audit has pointed out that the following projects estimated to 
cost more than Rs. 2 crores each required approval of the Government of 
India but were taken up for execution by the Company without obtaining 
approval of the Government of India: 

SI. No. Name of tho Project E:w;penditure uptG 
·198'-86 

(Rs. in lakhs) 

0) Kalidaspur Under&round 274.45 

(ii) Mandman Opencast 234.87 

(iii) Kasta Undereround 13.116 

(iv) Kottadih opencast 255.49 

3.78 As regards approval of the four projects by Government, the 
Company informed the Audit in September 1983 as under:-

"In c~se of Kasta and KaJidaspur, advance action was taken 
us per the directives of CIl.. In case of Kottadih OCP and Mandman 
OCP, advance action was taken only in respect of essential activities 
with the approval of ECL, to reduce time for preparatory work for 
bringing collieries to production stage to meet requirements." 
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3.79 While forwarding the Management's reply the Ministry also 
stated in October 1983 as under :--

"The Department has already taken action in regard to incurring of 
expenditure on unapproved/abondoned project. Instructions were 
issued to the companies not to incur expenditure on unapproved pro-
jects as early as 1981-82. In 1982-83 also instructions have been issued 
in regard to the incurring of expenditure on advance action. 

3.80 During t he course of evidence of the representatives of the 
Company CMD, EeL, while explaining the reasons for starting the projects 
without obtaining prior approval of the Government stated as follows:-

"Out of these four projects, one is situated in Bihar and threc 
in Bengal. The two in Bengal are situated in isolated places, one is in 
Birbhum and the other is in Kalidaspur in Bankura. Our main opera-
tion area is in Burdwan district and maximum trouble was faced in 
these places. At that time the management thought: "Why not take 
this opportunity and open these two projects and get them approved?' 
It is wrong that they have started. but I argued with t he Government 
of India in a slightly different way. When the order came to me in 
1982 to stop it, I said: "What arc we doing? We are only emp10ying 
the surplus labour. We have to pay to these employees whether they 
work in A project or B project. In this B project we had surplus and we 
employed them in the A project. For your information, the initi<ll 
projects have been approved. The major ones are still pending with 
the Government for approval." 

He further stated: 

"At the time when the project was started, there was no permission 
either of the Government or of the Board itself." 

3.81 The Committee wanted to know as to how the projects were 
started without the sanction of the Government or even the Board of the 
Company, CMD, ECL replied as follows:-

"The advance adion by the EeL is justified." 

3.82 According to EeL, the present posit4on of these projects IS as 
under: 

(i) Kalid,I.lpur Ulldergruund: A pilot scheme at Kalidaspur was drawn 
up and approved by ECL Board in May 1983 for a production of 0.075 
[onnes per year at a capital cost of Rs. 391.18 lakhs. Revised F.R. of the 
main project for a production of 0.96 million tonnes per year with a capital 
investment of Rs. 47.95 erores has now approved by the Government (1985). 

(ii) MandffJall Opel/cast: FR still awaiting Government's approval. 
. (iii) A'usla A olld JJ : Two schemes formulated foJ' u production target of 

O.lR million [Onnes per y'::Ul' each. After approval of Eel and elL Boards 
these schemes were sent to Government for clearance, which is awaited. 

(il') KOlfadih Opencast: Origil~al F.R. for a capacity of 3.0 million 
tonnes per year was withdrawn and revised F. R. was formulated. In the 
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meanwhile as desired by IMG, advance action proposal for taking up major 
activities at an investment of Rs. 10.27 crores, has been approved by BeL 
in February, 1985 and submitted to elL and GovernrAeDt of India for 
approval. The revised report is under appraisal and scurtiny of the 
Department of Coal. 

3.83 Explaining further the position of approval of these projects, 
CMO, ECL stated during evidence: 

"At the time of Audit Report, the fact was that they were not ap-
proved. Today the position is, they are approved .... The Board has 
approved all the projects. Two of them are within the compe-
tence of the Board. Others have to go to Government and the case is 
lying with Government for approval. But advance action has been 
approved by the Government also." 

3.84 On being pointed out by tho Committee that Ministry had asked 
the ECL to stop expenditure on unapproved prC'jects, why did the Company 
go ahead in these projects, the CMD, ECL then stated ; 

"Advance action in the case of identified projects is taken because 
the project sanction may take two or three.years. Infrastructure 
development also takes another two or four years. It has been decided 
that in case of such projects, advance can be approved and action 
takell should be taken for land acquisition. for electricity supply and 
infrastructure facilities sO that everything is available, when tho pro-
ject is approved and is taken up without delay. This is one of the 
steps suggested to meet cost over-rUll and time over-run." 

3.85 During course of examination of tho Department of Cenl, 
the Committee enquired as to how the funds woro released to the Company 
without sanctioning tho projects, Department of Coal have stated in a 
written note as follows:-

"Out of the four projects namely, Kalidnspur, Mandaman, Kasta 
and Kottadih mentioned in the CAG's rl!port and stated to have 
beon started without propor sanction of thQ competont authority. 
the position in respect of tho two projects, namely, KaIidaspur aDd 
Kottadih is that both these projects were sanctioned before May 
) 983 as per details giveD below:-

Name of Project 

1. Kalldaapur Pilot Scheme 
2. Kottadih Underground 

._-_._-------- _._--
Dat~ of sanction 

May, 1983 
August.19n 

Cost 
(R~. in ororel) 

3.91 
9.07 

A regular projoct report for Kalidaspur Underground mine 
has since boon also saDCtioned by tho Govornmont of India for 

. R,s. 47.95 croros for an annual prcdutticn oapagity of 0.96 mty. 
4 LSS/87-6. 
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A revised project report for Kottadih Underground mine is 
presODtly undor appraisal and scrutiny (If the Depa~ment of Coa], 

It is to be noted that the subsidiaries of the Ceal India Limited 
had power to sanction projects upto Rs. 2 crores and CIL Boartl 
upto Rs. 5 croros in the relevant years in quostion." 

(E) COIJftruction of Centralised Coal Handling Plants 

3.86 As a part of roorganisation of mines, the Company planll~d 
from time to time construction of oentralised/major coal handling plants 
in ordor to ensure: 

(I) Complete customer's satisfaction by assuring quality supply and 
sizing of coal. 

(2) Elimination cf a large manpower for loading wagons. 

(3) Reducticn of loading time e,f a full rake to five bours to match 
with high ratc of prcductior. 

(4) Large bunkcr capacity as buffer steck to facilitato increa~c pre-
duction. 

3.87 Audit has pointed out that although 14 major Coal Handling 
Plants were sanctioned between June] 975 and December] 982, the schedu-
led dates of completion of most of thorn were revised from time to time 
(or various reasons. : Details of 9 major Ceal Handling Plants whicb were 
taken up by the Company are given in Appendix II. A review of the imple-
mentation of seven of these major Coal Handling Plants made by audit 
revealed that :-

, 

(i) There were froquent revisions of the scope.and layout of tho 
projects. 

(ii) Projects were taken up for execution without acquisition of Lnd 
(Chinakuri, Kottadih. New Kenda and Babula). 

(iii) Monitoring and appraisal of the projects were inadequate. 

(iv) There wer" delays in oxecution by the coDtracto rs. 

(v) There was lack of ooordination botwccn CMPDI which prepared 
foasibility capons and AroafColliory Managements. 

(vi) Abnormal time and cost over-runs. 

(vii) UnSUitability of sites. 

3.88 A Complit,tcc appointed by the .Qoard of Directors in January 
1983 to review the execution ofworb in.coJmeCtion with the C(Ja) Handlins . ~ '. 
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Plallt'l, in their report sUbmitted in April 19&3 highlighted the followiD~ 
deficiencies :-

(i) Lack of co-ordination between CMPDI which prepared the fea-
sibility reports and Area/Colliery Management resulting in 
planning of Coal Handling Plant on unsuitable site (Ratibati) 
and seleotion of eqUipment not commensurate to the need (North 
Searsolc). 

(ii) Incoherent sequence of events which caused undue delay in 
exccution of the plant (Kottadih). 

(iii) Revision of capacity of CHP during execution (K.ottadih) and 
changes in layouts (Dhemomaia. Ratibati and New Kenda). 

(iv) Non-availability of building materials like steel and coment (Am-
ritnagar). -

(v) Award of work to the contractors without acquisition of land 
(Chinakuri, Kottadih. New Kenda and Bahula). 

(vi) Delay in modification of railway siding which impodcd the 
progress of construction of CHP (Chinakuri). 

3.89 DUring the coUrse of .evidence of the representatives of the 
Company the Committee pointed out that there have been serioUs time and 
cos t over-runs in construction of centralised Coal Handling Plants. The 
cost over-run in the case of 9 CHPs was over Rs. 9 crores. Asked about 
the reasons for time and cost over-runs, CMD, ECL stated as follows :-

·'Basically, those were planned from 1975 to 1971 or ]976. At 
that time there was a proposal that capacity was dotermined, the 
type of product was determined and then they found later on 
that the land was not available and that the youth problem was 
there. So I they could not implement them quickly. As the 
years passed by. some of these CHPs were again discussed 
and revised. The size was also some times~a1tered or chang-
ed. By that time the escalations had gone up. Second point 
was that we had given most of these CHPs to publio soctor 
that is, Burn standard, Braithwait, RSI, CRSE, et". MostlY 
they were in the public sector. Then nego~iations prolonged and 
we could not clinch the issue till the year 1982 or so. After I 
had taken over, we thought we had to agreo for a higher inoney 
to make these people complete the different projccts. So, by 
and large the progress was satisfactory except for one or two 
projects. Although the projected time has been delayed to some 
extent but now it is getting oompleted." 

Asked about the latest position of completion of CHPs, be stated 
that five have been completed. 
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3.90 When the Committee desired to know the findings of Commi-
ttee appointed to investigate and fix responsibilities for delays at these Coal 
Handling Plants, the ECL in their post evidence reply stated: 

"A Committee was recently appointed to investigate nnd fix res-
ponsibililies for delays at these Coal Handling Plants. The Commi-
ttee has completed the study in re~pect of six Coal Handling Plants 
and the brief of its findings is as below :-

I. Amrit NaRar CHP: No individual can be held respcruiblc f( r 
the delay as the basic reason is non-availability of land,-
Ilon-availability of steel from tho Steck-yard and Law & 
Order situation. 

2. NelV Kellda CHP : The then GM(SC),fCME(SC) has bec~ 
held respnnsible for some of the lapses. Apart from thIS 
lack of experience for handling of such type of jobs, some 
cOl\tnetU1.l problem~ have also contributed to the delay. 

3. Kottadih & North Searsale CHPs : No individual can be 
held responsible for the delay. MIs. Braithwaite & Co., a 
Public Sector Enterprise who have been awarded thl: work 
have be(;1\ responsible for the delay in executing. the jeb. 
ECL did not terminate the contract as it was a Pubhc Sector 
Enterprise. In the case of Kottadih. non.-availability of 
land. contractual problems have contributed to the dclay 
of work. 

4. B1hula CHP : Here again Il') individual is responsible for 
any delay as land prcblem and Law & Order situation have 
contributed to the delay. Ap.Ht from this. MIs. RIC, a 
Public Secto r Undertaking have been responsible f<'r the 
dealy as Mis. RIC was nnt equipped with to handle 
the job cf this nature. 

S. J.K.Nagar CHP : No individual is responsible for any 
delay. Problem of land has beon a major constraiDt. 
which has contributed to the dely. As a matter of fact 
even today the work is held up because of non-availability 
of lnnd. 

After gaini1lg tho experience at these Coal Handling Plants, 
constru~ti(:n of new CHPs namely, Jhanjhra Interim. Rajmahal 
Interim. Rajmahal Rapid Loading System are progressing satis-
factorily. " 

3.91 Au1it Ropnt has also brought out that due to misplacement 
of relevant papors ar~d the delay of (Wer 3 yoars (from the date of sanction 
of tho re-organised project) in placing the work order for constructicn 
of tho DhemoDl'!lin Coal Handling Pla.nt there was increase in oost by R.s. 
1 .18 crores. 



31 

3.92 Asked whether this was a fact that the papers were missing, 
CMD, ECL admitted; 

"That is corroet, Sir. The papers are not available." 

He addod: 

"Earlier we were taking the help of CMPDI and between CMPDI 
and oUr office somewhere the file ha~ been mi~placed. Inquiry'has 
been going on but since two companies arc involved, the respon-
sibility has not yet been fixed." 

3.93 Asked as to when the enquiry was started, he stated : 

"About two years back when it came to our notice, WI) asked 
them to g:n into it, but the preliminary inquiry has not yet been 
completed." 

3.94 The Committee further enquired as for how many years the 
papers have been missing. CMD, ECL stated that for about 34 years the 
papers were missing. When asked as to why the preliminary report had 
not been received, the witness replied. "once the preliminary inquiry report 
is received, we wiII issue show-cause notice." 

3,95 When asked whether the Company was not having copies of 
the papers, CMD. ECL replied that those were available and on their basis 
preliminary enquiry was going on. 

3,96 The Committee pointed out that Some officer should be in-charge 
of the relevant papers and desired to know who was' he. The witness 
stated: 

"Since there were two Companies operating together so the 
responsibility was actually devided. Now we have to actually find 
out who is responsible for the loss." 

3.97 During the evidence of the representatives of Department of 
Coal, the Committee enquired whether the construction of CHPs was no 
reviewed in Ministry as there was heavy time and cost over·runs in cons-
truction of CHPs. The representative of the Department of Coal then 
stated: 

"Coal handling plants were reviewed by the company at company's 
level. Government of India was not reviewing these coal handling 
plants at all. Complaints about quality came up. 'The Ministry stated 
that all the coal handling plants should be reviewed at the level of 
the Government of India. We started monitoring the construction 
of these coal hand ling plants in 1984 and we chalked out the programme 
of all the coal handling plants to be completed by the end of the 
Seventh Plan. A very close monitoring has been done at the level 
of the Government of India. When the report was received, we had 
asked the company to fix the responsibility and hold enquiry. Now 
they held the enquiry and we are awaiting the findings." 
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He added: 

'"They (Company) constituted a Committee to enquire into the 
delays and the Committee has submitted a report. We have not yet 
n:ccivcd it. They have taken about six coal handling plants." 

3.98 As regards the mis<;ing papers in case of Dhemomain CHP, the 
Ministry informed tlle Audit in October, 1983 that Company would be asked 

to fix responsibility for the delay in execution of the Coal Handling Plant. 
The Committee enquired during evidence whether the Ministry actually 
asked the company to fix responsibility the Additional Secretary, Depart-
ment of Coal stRted: 

"We had asked the coal company on receipt of the report of the 
CAG to hold enquiry in October, 1983. They have done it now. 
There was definitely delay." 

He added: 

"We are awaiting the findings of the Committee that is set up. 
We will kt you know. There has been delay on the part of the 
Company and we have not been able to specifically follow it up." 

3.99 The Committee enquired whether Ministry'S nominee on the 
Board of EeL did not bring to the notice of the Ministry such imrortant 
cases. The Additional Secretary, Department of Coal. st<lted : 

"It came to our notice only through CAG Report. When the 
Company Directors go and attend the meetings of the Board, those 
items are put on the agenda. They do not carry out any inspection." 

3.\00 When asked whether the Department received any report from 
their nomine!.! on the Board of ECL, regarding missing papers, the witnes; 
stated: 

"He should report important matters. This matter of th~ missing 
of papers has 110t come up before the Board." 

3. 101 On being pointed out by the Committee that the Dep:lrtmcn t 
had not pursued the matter, the witness admitted: 

"We have not pursued the matter and the Company has take 
time to investigate into it and as soon as the report is received, we will 
inform you about the outcome." 

3.102 The production of EeL was 26.18 mlltion tonnes in 1975-76: 
The demand of coal of the undertaking was estimated to rise progressh·cly to 
35 million tonnes in 1982-83. In order to meet the increased demand of coal, 
the um!:'~taking planned, development of 16 new projects and reorganisation 
of 17 proj':!cts upto 1982-83. Out of these·33 projects, 16 projects were major 
projects c'n~l'lg more than Rs. 5 crores each and 17 projects were between 
Ri. l crores and Rs. 5 crores each. The total annual production capacity 
of these 33 projects 00 completion was estimated at 28.18 mOlion tonoes. or 
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these 33 projects, only 3 projects costing between Rs. 2 crores and Rs. 5 crores 
could be completed by tbe undertaking by November, 1983. 

3.103 A review of cost estimates and the time schedules of the projects 
costing Rs. 2 crores and above undertaken by ECL has revealed that the cost 
estimates of each of the projects have been subject to frequent revisions and 
time scbedules have also been revised from time to time rendering the target 
setting almost a futile exercise. The Committee note that out of 33 projects. 
as many as 26 projects have been delayed. 13 projects slipped for 3 years and 
more and in some cases the time over run has been more tban 8 years. The 
cost over runs due to revision of cost estimates in respect of these 13 projects 
amounted to as mnch as 375.45 crores. In Committee's view, these over runs 
of cost and time not only tarnish the image of the undertaking on account of 
slow implementation of projects but also the desired production capacity is 
built np in time to compensate for the depletion of production from old mines 
which are becoming more aDd more uneconomical. 

3.104 The details of cost and time over runs of the projects delayed are 
giycn In the Audit Rcport and also in t!Ie Chari Committee Report. The 
Committee would not like to repeat each a!Jd every project, However, some 
glaring instances of cost ::ad ti~nc over runs are as follows 

(Rs. in crores) 

Project Org. Rev. Delay in 
Estimates Egtiml,,;s C().llplctio.1 

.--- ------ _ .. _--- - - .-- - -- - _. ---" - --- ---- .---- - .- ,- ---.- _. 
1. Chinakuri 1l.43 45.54 8 y.:ars 

2. Dhemomain 11. 95 + 73.76 8 years 
9.06 

3. Amritnagar 10.85 65.45 8 years 

4. Kunustoria 3.4~ 19.49 8 years 

5. Rajmahal 87.43 217.25 4 years 
----.---~ ._--- --_._-------------------.-

The above facts do not present a plcas:mt pictu!'.~ nt all. The CommitL:c 
feel forced to get the impression t!:c project planning :u;;j cxc,-utioll illl>C~in,,:-y 
almost do not cxist in the company. It 15 3bo :unuing that t!lc boJdlng com-
pany and administrative Ministry have :t!oo 1JecD giving clearance for fo.-1ber 
projects without seeing as to what extent the carlier projects have been imple-
mented by the undertaking. The Committee fecI tbat had the Ministry taken 
adequate interest and ensured timely implementation of the projects by effective 
monitoring through monthly or quarterly reviews, the delays could have been 
reduced considerably and saving affected in thc costs. Since the projects have 
already been delayed the Committee at this stage can only urge that the under-
taking, the holding company as well as Ministry should Jearn JCSSODS from past 
experieacc and tab effectire steps DOW to hal'C the projects completed a~ 
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early as possible. A time boODd programme should be framed and the proeress 
of a each project should be reviewed by effective monitoring through montbly 
or quarterly reviews. The Committee would also like to emphasise tbat iu 
view of the progressive rise in tbe demand of tbe coal, the country caDDot 
afford long delays of 4 to 8 years in the implementation of projects especially 
when tbe latest techuologies are easily available tbat can drastically cut down 
the time required for various mineral operatioDS througb mechanisation. 

3.105 The Committee have also observed that various projects in ECL 
were taken up before satisfying about the suitability of tecbnology and design 
parameters of equipment selected. On tbe selection of equipment and their 
subsequent un-suitability, the Committee have given their comments in the 
Chapter on "Macbine Utilisation." 

3.106 The main ressoDS for tbe over nms in cost and time and delay have 
been explained by tbe undertaking in general terms such as problems of law 
and order, problem of land acquisition, pressure for employment by the local 
youtbs etc. Tbe Committee arc not convinced of these reasons. They feel 
tbat the undertaking. should have foreseen those problems and evaiuated the 
magnitude of their impact while formulating projects and fixing up the time-
scbedule for completion. 

3.107 Yet another area where tbe Committee would like to pill-poi nt 
attention is the need for absorption of latest and suitable technology. T be 
Committee were informed by CMD, ECL during evidence that level of minin g 
technology was very very low in the undertaking. Five projects arc stated 
to bave been delayed on this very account. :For instance in case of Cbinakuri 
I and 11 projects, which were scheduled for completion by April 191H at aD 
estimated cost of Rs. 8.43 crores. arc now likely to be completed in 1989·90 
at an estimated capital cost of Rs. 45.54 crores and tbat too with reduced capa-
city. The main reasons stated for cost and time over-runs iD this pro.iect is the 
delay in developing a technology suitable for this project. Keeping in view 
tbe economics of mining operation in the country and big set up the Coal India 
and its subsidiaries havc, tbe Committee recommend that the Department of 
Coal should consider the feasibility of undertaking a study to identify the areas 
wbere lack of technology is experienced and taking urgent stcps to introduce 
latest technologies to fill up the gap. 

3. 108 The Committee's examination of EeL has revealed that not with 
standing thl: time and cost over 11!!l5, there hlll'C othu technical defideucles 
in tb'! pruj~':t pl!!!1Il!l!!; ami i!1lp!eID<:Jntation of projects. To cite a f6" examples 
Kelld:!. OPC;lCest project was cJcr..ed due to gcomining problems after incurring 
expenditure of Rs. 240 lakhs. In case of Dobrana opencast, owing to hard 
strata conditions, the project had also to be closed. This Is indicative of the 
fact that projects were taken up without adequate survey. The Committee are 
of tbe view that closing of tbe projects could bave been avoided had tbere been 
adequate prospecting and pre-prospect survey before project formulation. 
The Committee, therefore, recommend that no project should be formulated 
... submit1ed to the Goverumeut for approval oaless a tbrough pre-feasibility 
study, detailed cxploratiou, realistic method of implementation, problems of 
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electricity, rehabilitation of villagers (if involved), employment of local people 
etc. are gone into in fullest d~tail'l. The committee would also like to empha-
sise that the undertaking will be well advised not to take up any new project in 
future without adequate assurance of the availability of surface land and 
State Government's support in ensuring law and ord{'r for execution of the 
project. The expansion of mines within the existing lease hold should be 
resort{'d to as far as possible. 

3. 109 Another instance of bad planning of a project is l\lahabir opencast 
project. This pro.ject was closed in 1979 after spending Rs. 182.80 lakhs 
owing to inadequate reserves. This again shows gross negligence in making 
proper surv"y before undertaking execution of the I)rojeet. The machiery 
purcha<;ed for this pro.iect at a substantial cost could not be utilised in other 
projects. The Committee regret to note that even though the project was 
approved by CMPDI and Company's Board of Directors, the fact of premature 
closure of the project after making an investment of Rs. J 82.80 lakhs was neither 
placed before these authorities for consideration nor any investigation conducted 
for the loss due to the failure of the project. Surely, this is a lapse on the part 
of management of the undertaking. The Co.-nittee hope that in future such 
matters would be taken carc of and prior approval of the coneered authorities 
would invariably he sought b~ the Company before the closure of any project. 

3. 1 III The Committee arc distn'.-;sed to find that even though the Mahabir 
ollellcast project wa'i closed in April, 1979, the orders for dragline at the cost 
of Rs. 18 lalih ... for thc project was placed in the same month. During evidence, 
the CMU of EeL admitted that "it was a wrong decision." The Committee 
recomm~'lJd that an cnquiry should be instituted to find out as to how orders lvere 
placed for machinery for a closed project and what was the extent of loss 
sulfered by the Company due to the failure of this projl'ct and responsibility 
fixed tl1l'refor. Thl' Committee w(mld like to be lIppriwd of the adion taken 
by undertaking in this regard. 

3. LJ 1 Tile Committee :llso ri.'gret to poinL out that four projects costing 
more thau Rs. 2 cror~s each were started by the undertaking without approval 
of the GOVl'rflllh'ut. These projects arc Kalidaspur, Mandman, Klista and 
Kottadih. U pto the end of 1985-86, the undertaking has spent Rs. 274.45 
lakhs Rs. 234.87 lakhs, R'i. 13.86 lakhs and Rs. 255.49 lakhs on these projects 
respectively. Evcn though th~' \1inistry had instructed til(' undertnking as early 
as in 1981-82 not 10 jnclIr expenditure on unapproved projects, the undertaking 
went ahead in SI)ending the money. In this connection, the CMU admitted 
during evidenl~e that When the pl'Ojects were started there was no permission 
either of the Government or of the Board. The Committee are unable to under-
stand the hurry show by tbe undertaking iu this regard. As regards tbe 
present position, Ministry have stated that except Kotbadih all other projects 
have been approved. Kothadih projcct ill presently under appraisal and scru-
tiny of the Department of Coal. The Committee desire that the matter should 
be probed in to with a view to fixing responsibility for starting projects without 
the pl'rmission of Gov~rnmentiBoard. 

3.112 It is a matter of serious concern that the Department of Coal 
also failed to watch implementution of its instructions issued to the EeL in 
1981-82 to stop expenditure on unapproved projects. TIlt' Committee hope 

4 LSS/87 ~7 



that Department will exercise better care in supervision in future to .lGiIi 
recurrence of such lapses. The Committee also do not apprwte tbe 
nomina) or PIlssive role played by Government NomiDees on the Boenl of 
Company. They bave failed on their part to stop the. undertakinl from ia-
curring expenditure on unapproved projetts. The Committee bope that 
in future the Government nominees would perform tbeir role more dec-
tively and keep a close watch on such irregularities and apprise tbe 
Ministry well before the damage i. done. 

3.113 The Committee flDd that although 14 major Coal HaDdline 
Plants of ECL were sanctioaed between JUDe 1975 and December, 1~2, 
the scheduled dates of completion of tbese were revised from time to time. 
Out of these, the construction of nine centralised coal handling plaats could 
not be completed in time dne to delay in awarding of work, non-acquisi-
tion of land, non-availability of site, frequent revision of the scope and lay-
out of tbe Projects inadequate monitoring and appraisal of tbe projects, lack 
of coordination between CMPDI which prepared feasibility reports and 
Area Colliery Management ac. TIle cost escalation on account of delal 
is reported to be of the order of Rs. 9 crores. The Committee feel tbat the 
factors which resulted in time and cost over-runs 'were such that these could 
have been avoided if the management had taken proper interest to instal 
these coal handling plants in time. 

3.114 The Committee were informed during evidence that efforts were 
now being made to complete all coal handling Plants. So far 5 bad beeD 
completed and construction of remaining coal handling plants was Pl'o&re-
ssing satisfactorily. The Committee have already impressed upon the need 
for better project planning and implementation system in the undertakin2, 
and bope tbat remaining centralised coal handling plants would be comple-
ted in time. 

3.115 The Committee note that due to misplacement of papers of Dhe-
momain coal handling plant tbere has been a cost escalation of Rs. 1, 18 cro-
res. Admittedly, the papers are still missing. The reaJOn advanced by 
EeL for misplacement of paper is that the' company was taking help of CM-
POI and between the CMPDI and ECL the papers got dislocated some 
where. Tbe Committee are distressed to observe that even though tbe Com-
pany came to know about missing of papers about 2 years back, the Com-
pany is not yet able to complete preliminary inquiry and fix responsibiUty. 
Surely, the undertaking has not been taking the matter seriously otherwise 
the Committee see no reason why the preliminary enquiry should Dot have 
beea completed in 1 years time. Tbe Committee, therefore, recollllMlUl 
tbat the Company should go into this matter urgently and fix responsibility 
for the loss of papers within one month. 

3.116 In this coonection, the Committee have also been informed by 
the Department of Coal that the matter reeardio& missio& of papers in rc-
gard to one coal handllll& plaot came to Mioi,try's notice ()n1y tbrou", C" 
AG Report. On receipt of tbe Audit Report, Qepartment of COal aUJ:d 
tbe EeL to hold the enquiry but even aftcr tbe Ministry's directive, the 
matter was not placed before the Board. The matter does not appear to have 
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been ponued by the Department of Coal tbereafter. The CoUUDitttc are 
not at all happy over tbe handlin& of this matter both by tbe ECL as well 
as by the administrative Ministl)'. The Committee are also surprised that 
the MlDistry's nominee on the Board of Company also did not brinK to the 
notice of the Ministry when the matter was not being placed before the 
Board. The Committee would like to be apprised of the justification by the 
ECL for Dot placing the matter before their Board and also for not tracing 
the papers as yet. 

3.117 The Committee arc also surprised to hear from the represen-
tatives of Department of Coal that their Department was not reviewing the 
il'lstallation of centralised coal handling plants prior to 1984. The Commit-
tee CanDot. condone such a lapse on the part of administrative Ministry. 
The Committee wonld like to now as to why the Depllrtment of Coal fai-
led to review tbe progress of centralised coal handling plants prior to ,]984. 



CHAPTER IV 

PRODUCTION PERFORMANCE 

A. TARGETS VIS-A-VIS ACTUAL PRODUCTION ,. 
4.1 While preparing a lO-year Perspective Plan for 1978-79 to 

1987-88, Coal India Limited estimated the ceiling level of demand for coal 
based on the overall demand estimates prepared by the Planning Commi-
ssion and the Department of Coal. According to these estimates, the pro-
duction of coal from ECL areas was expected to rise from 28.31 million 
tonnes in 1978-79 to 36.82 million tonnes in 1982-83. The annual tar-
gets fixed at the time of original budget estimates, revised targets incorpora-
ted in the revised estimates and the actual production achieved. hy the 
Company during last 10 years were as follows :--

Year 

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

1975-76 
1976-77 

1977-78 
1978-79 

1979-80 
1980-81 

1981-82 

1982-83 
1983·84 

1984-85 

1985-86 
----- .-- .--- --- -------

Production Performance 
-----~--,----

Original Revised 
target target 

-- '. --- --- ----. ... _"-
(in million tonnes) 

26.93 '6.00 

27.40 26.40 

27.00 26.50 
28.30 23.00 
26.06 22.26 

22.50 22.50 

24.20 24.20 

25.80 26,00 
25.00 24.00 

25.10 24.10 
25.00 24.00 

-

Actual 
production 

26.1R 

.26.47 
25.23 

22.06 
20.52 
22.61 
23.55 

22.68 
'22.87 

23:11 
24,{)3 

It would be seen from the above table that both' the targets and 
actual production have generally been showing a declining trend from year 
to year. In some cases there were abnormal variations between the ori-
ginal and the revise~ targets~ The targets and production declined from 
27.40 million tonnes and 26.47 million tonnes resp~tivdy, in 1976-77 to 
25.00 million tonnes and 24.03 million tonnes, respectively in 1985-86. 
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4.2 In reply to the query by the Audit Board regarding the reasons 
for fixation of lower targets for 1979·80 onwards, the Management stated 
in November 1983 as under :-. . 

.. Immctiialcly after nalionalisation the trend was for improving 
the efficiency of the mines with the existing infrastructures of the 
taken over collieries which resulted in increase in productipn upto 
1976·77. Such increase in production was mainly from extraction 
of pillars in the already developed mines. The replenishment of 
the worked out areas could not be provided at the commensurate 
rate due to non-availability of approved project report which again 
was due to non-availability of sufficient geological data." 

4.3 As regards the reasons for declining trend in the production. 
FCL informed the Audit in November, 1983 as follows :-'-

"(i) New mines mostly could not be opened' due to obstructions 
by local villagers. In a number of places, work in new mines 
taken up had to be suspended .. 

(ii) Old mines are getting depleted and the annual loss of production 
on this count is 0.8 million tonnes. 

(iii) Frequent and prolonged load shedding, low voltage and low 
frequency. 

(iv) There is very frequent theft of over·head conductors from trans. 
mission lines of State Electricity Board causing disruption in 
power supply and affecting production. 

(v) The other reasons affectin$ production are : (a) difficulty in getting 
spares for equipment, (b) geological disturbances, (c) clay soil 
affecting normal production from open cast projects during mon-
soon, (d) teething troubles of equipment newly introduced and 
(e) mining problems due to old unsystematic underground work-
ings prevailing since take-over etc." 

4.4 During evidence of the representatives of the Company. the 
Committee pointed out that there was decline in production as compared 
to that achieved during 1975-76 to 1977-78. Even the targets were being fix-
ed lower than the earlier years production in spite of the fact that company 
had invested over Rs. 500 crores in plant and machinery since nationalisa. 
tion. The CMD. ECL then stated that the actual production was 22.6 
million tonnes in 1982-83,22.8 in 1983-84, 23. 1 in 1984-85 and was expected 
to be 25.6 in 1985-86. As per production programme for the ye;trs 1987-88 
and 1988-89, the targets would be 31.4 million tonnes. Company hoped 
to achieve these targets if the land and power problems were not there. 
He added: . 

"We have prohlems of land and power, if t;l!ese arc solved, we 
assure that the targets would be achieved." 

4.5 The Committee further pointed out that the existing production 
was mainly from open cast mines and enquired as to why no efforts were 
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bein~ nlade to increase the l"fociuctioo from undtriround min~s. (,MD, 
ECL iota ted as r ollows: -

"So' far as underground mines arc concerned, we have 110t been 
able to open new mines. Coal being a wasting commodity. we have 
to get extra quantity of COllI from far off places or from the depth. 
So. there are extra difficulties in getting the quantity of coal. Coupled 
with that there is the problem of sand. Because of that under,round 
production has always been stagnating. Now, we have been able to 
arrest it. The ,production in open cast mines has gone up basically 
hecause we have been ahle. to open new mines." 

4.6 Regarding capacity utilisation of equipment, he stated: 

"New (mines) becoming old can be corrected if we have "ood 
. workshops. Since the nationalisatioo of mines. we did oot have lood 
workshops. Now we have made at least two workshops which are 
suitable for us." 

4.7 When asked as to what extent the production would increase 
after setting up two workshops. the witness stated:--

"We did not have these workshops in 1981-82. we h~ve just lut 
them. So, the condition will improve. To achieve 86i~ or 90% 
looks odd to me because every company is operating at,60% level.'· 

4.8 During evidence of the Minbtry. the Committee pointed out 
that the production of the Company was declining and could not be improved 
even at'ter investing more than Rs. 500 crores in plant and machinery. the 
representative of the Department then stated: 

Production from the projed~ has not come up to the level .... hich 
was expected. Now the production realisation is hardly 60 per cent. 
If this was 85 per cent, the production targets could have been easly 
more. Power problem is also becoming more and more acute every 
year. Last year, we have lost 2.6 million tonnes on account of power 
alone. And this is a perpetual problem. Government of India 
constituted a high-powered committee under Secretary, Coordination. 
This Committee is known as the Ramanathan Committee. They 
have recommended certain measures to be taken. We found that 
against the requirement of 446 magawatts of power in the Eastern 
Sector, actually we could not get more than 300 magawatts. Unless 
the generating capacity of the DVC is increased or additional power 
is fed into thi3 area, this power shortage problem remaiM unsolved." 

4.9 The Committee further enquired whether power problem ""as 
not there in earlier years. The witnes~ stated: 

"From 1982 onwards, the power problem is acute. We have 
been losing two million tonnes to two and a half million tonnes be-
cause of this power problem." 
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It. 10 A)ked about the other factors for poor production performance, 
he stated:-

"This power !;hortaae is one of the factors. Tills shortfall is not 
entirety due to tills. There are other reasons also. The deposits 
dwindling. Mines are getting exhausted. There are absenteism 
and also other things." 

4. liOn being suggested by the Committee that the Complny should 
have its own captive power plants, the witness stated :-

"This is one of the sU8&Cstions. I We have already tendered for 
three units of 2 into 10 MWs. Now, it will take same time for them 
to come up and also we are considering to have a big power statioD, 
say of about 600 MWs. It will be captive for Coal India." 

4.12 When the Committee enquired as to why the targets of production 
for the current years were less than the actual production level achieved by 
the Company in 1975-76 and 1976-77, the witness stated: 

"There have been difficulties in the execution of the projects 
which were sanctioned earlier. Land acquisition is a very big problem 
and till today, we.are unable to acquire land for the Son pur Bazari 
project which is a World Bank project. We could do nothing in spite 
of having four or five meetings with the Chief Minister of West Bengal. 
So, the projects are sleeping. In this area, there are also law and order 
problems."' 

4.13 The Committee then desired a categorical answer whether the land 
and law and order problems were not there carlier and have arisen only 
now, the witness replied "these problems have been there throughout." 

4.14 The Committee further pointed that in the 10 year perspective 
plan of Coal India Ltd., the production of EeL was estimated to be 36.82· 
million lonnes in 1982-83 and enquired whether all factors responsible for 
low production in subsequent years were not taken into consideration while 
preparing the perspective plan. The Additional Secretary, Deptt. of Coal 
stated :-

'"The targets are ti~ed in consultation with the Planning Commi-
ssion and according to tbe capacity of the mines to produce. These 
tarjets are fixed according to the estimation done by the 
Company taking into consideration such factors as production 
from old mines, production from new mines and so on. In this 
connection, I would like to mention that the old mines are getting 
depleted and working of these mines is gettiliig more and more 
uneconomical. Therefore, we are now relying more on new projects. 
Production is increasing from the new projects and thereby we are 
able to maintain the level of production at 22 to 13 million tonnes." 

B. AccwlluJatioll of Caul Stocks 

4.15 Coal !.tocks at each collie~>' are measured gradc:wi!'c by the 
coUitry sW'veyor at the begil1njJ1~ of each month. The Company head-
quarters orianises stock measuroment 0.1' each colliery at the begiDnin~ of 
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each quarter. After the close of the financial year, stocks are meaSured at 
each colliery by Coal India Stock Inventory Team. Upto the end 'of 1979780 
the inventory of closing stock of coal and coke was valued on the basis. 
of the physically measured stOck. From 1980-81 onwards, however, the 
Company has been adopting book stock for the purpose of valuation of 
dosing stock in cases where variation between book. stock and mCllllured 
stock wr less than 5 per cent. 

4.16 The following table indicates the production, despatches, own! 
consumption (issued to the employees ~d consumption in boiler) and the 
closing 5tock of coal for the years 1975-76 to 1985-86 :- ' 

(In million tonnes) 

Year Openiq Pro:lll:'- D:sp3tch Own Closing Closina 
Stock tion (Coal &: Consump- stock 'stock 
(Coal &: «(law Coko) ticin (Coal &: in terms 
Coke) Coal) Coke) of 

week's 
Produc-
tion _ .. _---------_._-_. '-'--~ .. _- - _.----------- --- . __ . ------------- - - ------

1975-76 • 1.60 26.18 22.lS ' 1.07 2.76 5.5 
1976-77 2.76 26.47 24.79 LIS 3.26·· 6.4 
1977-78. 3.10·' lS.23 24.49 1.13 2.54" 5.2 
1978-79. 2.63" 22.06 20.36 1.21 2.50 5.9 
1979-80. 2.50 20.52 19.10 1.20 2.01 5.1' 
1980-81 . 2.01 22.61 19.98 1.33 3.07 7.1 
1981-82 . 2.07 23.55' 20.96 1.37 4.02" 8.9 
1982-83 . 3.78·' , 22.68 20.22 1.44 4.01 9.2 
1983-84 . 4.01 22.87 20.46 1.36 4.41 10.0 
1984-85. 4.41 23.11 20.~1 1.27 4.85' 10.9 

, 1985-86 (Proy.~ 4.85 24.03 22.42 1.22 4.28 . 9.3 
-.. -.------ --------

'fIi&ures taken after stock ad,jQStment . 

• "Difference dlle to ad,jllstment in openi~ stock. 

4.1 7 According to norms fixed by the Board of Directors of erst-
while NCDC (July 1971) Coal Stock should not exceed 3 week's production. 
But it would be seen from the above table that the closing stock represen-
ted 5.5 to 10.9 weeks' production' during the years from 1975-76 to 1985-86. 
Apart from blocking of capital, the heavy accumulation of closing stock 
or. co~ lll!Iy lead to los. due to deterioration in quality, washing out in the 
rlUns, IDcldence of spontaneous lire and pilferage. A sum of Rs. 65 lakhs 
had been provided in the Annuai Accounts upto 1982-83 for loss due to 
deterioration in quality of coal stoek. 
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4.18 During the evidence of the representatives of the Company the 
Committ.cc pointed out that the Coal stocks in ECL were higher than the 
norms. When asked about the reasons, CMD, ECL stated that by and large 
they were following the norms of 3 weeks. They did not have stocks for 
more than a month except at Rajmahal, Chitra, Simlong, Salampur wh-=re 
the stoc.ks are not wholly sold. 

4.19 Asked whether the quality of Coal would not deteriorate by 
holding the stocks for longer periods, CMP, ECL stated as follows :-

"For a period of three months, if it is properly stacked, nor-
mally it should not get affected at all. Again it depends on the coal; 
it varies from coal to coal; there is some coal which gets affected 
early but there are other varieties which get affected only after a lot 
of time. Inferior coal takes a lot of time before getting affected because 
it does not disintegrate quickly. A reasonable period of six months 
is/all right. Beyond that, we should take care to stock it properly. 
Then only it can be protected. Otherwise, it will deteriorate." 

He also stated : 

"So far simlong is concerned, we have taken a decision to close 
it down because Coal is not selling out. The Chari Committee also 
recommended that it must be closed down." 

4.20 Asked about the steps taken for increasing the despatch of more 
coal to reduce the stocks, he stated as follows :-

"I think Haldia can take about 1.5 odd lakh tonnes per 'month, 
whereas the requirement is for a little more. They would prefer to 
have 2 to 2.5lakh tonnes. We have also been trying to get something 
through Paradip. But it does not materialise. We wanted to use Rail-
ways right upto the South. Railways have not been able to do it. So, 
facilities have to be made at ports." 

4.21 On being pointed out by the Committee that since the large 
stocks of coal were lying in open areas and there must be pilferage on this 
account. To this CMD, ECL replied as follows :-

"The pilferage will be little bit .either in one block of coal or 
another. We do not have the security guards in all places and the 
coal is put in the open." 

He further added : 

"Of course there are only two places at which pilferages was 
going on a large scale where our people had to open fire. The people 
were looting away the coal and then our Inspectors were put behind 
the bars for this. A lot of demoralisation is taking place." . 

4.22 During the course of evidence of the reprcsemtatives of Depart-
romt of Coal the Committee pomted out that as against the norms for hol-
dina stocks of 3 weeks productioJl, the stocks in the. company were WIry high 
and have increased from 5.5 weeks production in 1975-76 ,to 10.9 weeks 
4~~~8 ' 
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production in 1984-85 "'ked whether the Department· of Coal ever. analysed 
the I'CIISOIlS for increasing the stocks, Additional Secretary, Department 

, of Coal stated as fonows :-

"The Coal stocks have been going up not only in ECL but all 
over Coal India Ltd. Because the despatches have not been comme- . 
nsurate with production. We have been increasing production in 
Coal India but despatches through rail movement have been less. 

In 1982 we had appointed a committee to look into the problem 
of movement by road to find out ways and means to bring down the 
stocks. We had a dialogue with the railways to increase rail movement. 
Secondly in ECL the stock's have gone up in certain mines where 
materialisation of the project has not taken place, for example .Raj-
mahal. There is another group of mine!; . called S P mines where 
railway siding has not come up. In Cbitra mines quality of coal is 
good bilt there is mafia problem. In 1982 we appointed a committee 
and as a result of that CISF was inducted to see that road movement 
of coal is not obstructed. As regards Rajmahal it is because Farraka 
has not come up so far." 

Explaining it further, he stated 

"Mostly the piling up of stocks is in open cast mines. The 
underground mines have no problem. The problem is only with 
open cast mines and we are taking measures. Last year we laid down 
a stocking policy that one mine should not carry more than three 
months production and company, as a· whole, should not carry 
more than one month's stock. The movement of coal is also being 
organised to the nearest railhead. The stocks last year have reached 
a level of 26 MT which was brought down to 19 million tonnes 
later. Today, stocks are 21 million tonnes in Coal India." 

4.23 Asked whether all the stocks were in good condition, the witness 
replied :-

"Not all. The coal India had carried out a very extensive study 
to find out as to what is the state of the stocks!! A policy for dis-
posing of these stocks, particularly, the deteriorated stocks at lesser 
prices that was also chalked out by the Coal India. The companies 
have also given instructions, if the stocks are deteriorated, they should 
sell them so that they should not deteriorate further. We have libera-
lised the sale of coal of 7 million tonnes in 1984. We had laid 
down a policy that anybody who wants coal, he can go and take 500 
tonnes, without any licence, without any profit or without any for-
mality, but unfortunately, OLlt of 7 million tODnes, we were able 
to sell just about I million tonnes because some of the stocks, have 
already deteriorated and the users were Dot prerared to pay the prices. 
In order to dispose of the stock, the Coal India derated the prices 
which should be fixed by the company and those stocks should be 
disposed of in that manner." 
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4.24 When asked as to when the norms were revised, he replied ;-

"Last year (1985) in consultation with the Planning Commi-
ssion we had laid down a stocking policy for Coal India." 

4.25 In regard to enhancing the stocking limits, the witness inform-

"Some of the collieries were carrying stock for six months and 
7 months. It was not possible suddenly to uduce it to one month. 
So, as a practical solution, we fixed at three months. It has also been 
done because the demand for power has been going up_ We had to 
keep the stock to meet the demands of power. We had to rush more 
coal to the power stations." 

4.26 The Committee further enquired whether there was any shor-
tage of wagons. The Additional Secretary stated as follows ;-

"We are having continues dialogue with the Railways. We 
started in 1983. From 1983, we bave been asking the Railways to 
make more wagons available. And in fact, the rail movement has been 
increasing every year." 

4.27 As regards the future plans, the witness stated;-
"We have asked for a study in the period 1989 to 1994 in which 
sector the rail movement should be augmented. We are increasing the 
loading capacity and preparing railway sidings, as also the reurganisa-
tion of the entire despatching Structure. That work i~ going side by . 
side" . 

4.28 As regards the lifting of coal by railways, the witness stated 
that at present they were baving 1000 wagons and railways have been asked 
to provide 500 wagons more. He added : 

"We require another 500 wagons for the next three months over 
above 1000 wagons. But there are loading constraints also in certain 
places. The sidings are being developed. We are also augmenting the 
loading system." 

When the Committee desired to know whether any demurrage 
was paid to Railways by the Company for delaying the loading of 
wagons, the witness stated that they had paid Rs. 18 crores as de-
murrage." 

4.29 The Company is reported to have paid demurrage to railway to 
the extent of Rs. 20.22 lakhs, Rs. 40.48 lakhs, Rs. 30. 16 lakhs, Rs. 27 A 
laJ<:hs and Rs. 27.53 lakhs during the years 1981-82 to 1985-86 respectively. 

4.30 AskeB about the reasons for demurrage paid to Railways. the 
witness replied ;-- . 

"Sometimes the delay in loading takes place. free loading time 
which i~ given by railways is not sufficient and even if one wagon 
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remains unloaded they charge f~r the whole rake ........ The train 
.iscsuppQ&OCi to came at70'cloclt.say,butit comes five hours late, 
six hours late. Our labour waits and goes back. . The railways are not 
adhering to the time schedule." 

4.31 On being asked whether short term plans have been taken up to 
reduce the stocks, the witness replied : 

"We have meetings with them almost every month so that greater 
number of wagons are made available. At the same time, from those 
places where the pithead stocks are lying, we are moving the stocks 
to· the railhead so that raliways can move. 

4.32 Asked about the results of the steps taken he replied :-
''The stocks have come down last year." 

4.33 The Chari Committee has also pointed out as follows:-
"The pit head stock in the mines at Gourangdih, Mohanpur, 

Chitra and Simlong were shown as 2,53,564 tonnes, 2,39,065tonnes, 
4,79,614 tonnes and 1,01,107 tonnes respectivelY as on 31st Mar '85. 
This wasequivalC\nt to 73 months', 1828 months', 30 months and 57 
months' despatch requirements. A reconciliation of pit-head stock as 
on. 31·3·1984 production during the same period and the closing 
stock as indicated has revealed large discrepencies" 

. To the above discrepancies, the witness stated : 

"Regarding verification of stocks, we have a well laid down 
procedure. The colliery itself verifies the stock once a month, the 
company does it once in three months and the Coal India once 
a year." 

4.34 The Committee also wanted to know whether the Ministry's 
nominee on the.Board of Coal Companies have been bringing to the notice 
of the Ministry about the huge stocks of Coal. The Additional Secretary, 
Dept!. of Coal stated :- ' 

"I am on the Board of Coal India. I am also looking after the 
stocks and production and ·the target in the Ministry. I have been 
in touch with all the companies and I have been getting regular reports 
from all the companies about the stocks and I have been compiling 
collierywise statements as to what is the stock at the rail head as also 
at the road head. We have been doing analysis every month. We 

. have been discussing with the holding company in Coal India every 
month. The CMDs of the these companies are also members of the 
Board. They come here and we give instructions to them that these 
are the stocks and they should be liquidated. These stocks should 
be reduced in this manner. So a\1 these things have been very regu-
larly discussed." ' 

4.35 On being pointed out by the Committee that thermal power 
stations in the country were not running at their rated capacity due to 
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shortage of coal and the Coal stocks were accumulating in coal <:ompany, 
the witness stated :-

"The 'efforts tbat we have made to reach coal for the power 
.ector in the last two years have born fruit and we have been able to 
build up stocks in the power houses to a great extent. For example, 
in the northern India and eastern sector power houses, the coal stock 
position is very comfortable; stocks are there for more than 3 weeks. 
Many of the power honses could not stock more coal and consequently, 
We had to divert that coal to western Indian Power houses. Only 
ParJi power station is hav-ng less stock. It is linked to Singreni colliery. 
Others have been getting their requirements. There are a couple of 
power houses in the western and southern sCC!ors which are having 
stocks for less than seven days." 

4.36 The Committee also wanted to know as to why there were imports 
of coal in the country .. The witness replied : 

"At Tuticorin only. A request was made by them for importing 
some coal because the ships at Haldia were not able to meet their 
requirements. It was not that we did not have coal. There was per-
petud strike in Haldia and there were other constraints. They had 
to use more oil. We tried to improve the situation, but still 
it Wo!llt on like that. Ultimately, they were allowed to import 
one lakh tounes of coal from Australia as a one-time 
measure." 

4.37 When ~ked Whether the requirements could not be met from 
other places, he stated : 

"That is not possible. Singreni itself was deficient. We had to 
move coal from western . and eastern coalfields to met the-require-
ments. 

Now, there are three ports, Haldia. Vizag and Paradeep. Because 
of the strike, it could not meet the requirements of the Tuticorin. 

4.38 Enquired as to why the Department of Coal gave permission to 
import of coal when sufficient quantity of coal was available in the Country, 
Additional Secretary, Department of Coal Stated : 

"Coal India dose not give the permission to import coal. The 
permission was given by the Power Ministry. It was one of the coor-
dinating agency. Because of the movement problem, it was imported 
and not because of shortage of coal. Coal could not be taken to the 
Tuticorin Port. It could not be even possible for the Railways to trans-
port coal because, it is an irrational movement. It is very long move-
ment. So more coal can only be supplied -by sea but that does not 
materialise for many months. So, we made a special request to the 
Chief Minister of Tamil Nadu to import coal as a one time measure. 
Ultimately it was accepted at the highest level. About 1 lakh tonnes 
of coal was imported." 
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(C) Shortage of Coal 

4.39 Table below indicates the book stock, Q1Casured stock and shor-
tage of coal in EeL for the laSt 9 years .-

As on 

31st March 1978 

31st March 1979 

31st March 1980 

31st March 1981 

31st March 1982 

31st March· 1983 

31&t March 1984 

31st March 1983 

31st March 1986 
(Provisional) 

Book 
stock 

(fiaw'cs in lakh tonncs) 

Measured Total Shortage 
stock shortage in excess 

(CUDlU- of 5 per 
lative) cent in 

individual 
cases 

----------~ --~-------~------
28.69 25.12 3.57 2.14 

30.21 24.34 5.87 4.36 

22.07 18.79· 3.28 2.18 

32.36 29.78 2.58 0.96 

38.60 36.33 2.27 0.34 

45.92 38.64 7.28 4.98 

43.72 40.22 3.50 3.83 

50.18 48.54 l. 64 2.01 

42.63 42.24 0.41 N.A. 

4.40 Audit has pointed out that in May 1979, a quantity of 7 .07 lakh 
tonnes valuing Rs. 7.37 crores was written off as shortages arising out of 
statistical errors, over-reporting of production, misappropriation etc. 
Further at the instance of Cl L, stock was physically measured on 1-10-1983 
which showed a shortages of 9.71 lakh toones as compared to book stock. 
This was owing to non-correction of the book stocks where variations with 
measured stocks have been above 5 per cent. As per directives of ClL, 
3.65 lakhs tonnes of '0' type coal valuing Rs. 5.93 crores was found un-
saleable, which had been written off. 

4.41 During the course of examination of the company the Committee 
wanted to know the item-wise details of the stocks written oft· in 1979. ECL 
stated in a written reply as follows :-. 

"During the ECL Board Meeting held on 17-9-79, a decision was 
taken to write off 7.07 lakh tonnes of coal stock. /The above coal 
stock shortage was cumulative shortages at different collieries since 
1975 as no adjustment/write-off was done in EeL between 1-4-1975 
& 1-4-1979. The book stock on 1-4-1979 was 3O.461akh tonnes and 
measured stock 23.39 lakh tonnes. Thus the total shortage as on 
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1-4-1979 was 7.07 lakh tonnes. The shortages were because of the 
following broad reasons :-' 

<a> ReJlOrtiD& of iDsitu production of ooal/over reportiDa of . 1.65 lakh tOllDCS' 
production at open cast mines 

(b) Rejccts/unsaleable coal which had been segregated from 1.611akh tonnes 
the production/stoek 

(e) Bulk Shortaaes in 10oo11ieries 2.121akh tannes. 
(d) Other shortages 1.69 Iakh tonDes." 

7.07 lakh tonnes. 

4.42 As regards the writing of shortages after 1979, the Departlnent 
of Coal stated in written reply at follows :-

"The quantity of coal stock written off after 1979-80 as per close 
of accounts is as below :-

Year of write off 

1982-83 
1983-84 
198+85 
1985-86 

Period for whic h 
written off 

1979-80 to 1982.83 
1983-84 
1984-85 
1985-86 

Quantity written off 
in Jakh tannes' 

5.28 
7.05 
1.68 
3.14 

NOTE ~-Wrjte ;idur~-i983-s4 ba,'becn-;xce~~~ siQj:;'fue CD'tire '0; type COal-;~k 
of 3.65 lakh tannes (valued at Rs.S92.89 lakhs) which was found to be 
unscaJeabJe and was continuing to be so from previous years was written 
off in this year." 

4.43 Asked whether there was no shortage on account of misappro-
pri.ation as reported in AVdit Report, CMD, ECL replied : 

"Regarding bulk shortage of 2.12 lakh tonnes there has been an 
enquiry. There was no question of misappropriation of any quantity 
of coal. But it has been found that there. was lack of supervision. 
Therefore, some action has been taken". 

4.44 The Company also made adjustments in the opening stock, as 
detailed below, on account of coal in situ having ~en included in stock and 

I ess/excess valuation in stock without formal write off sanction. 

1976-77 
1977-78 
1978-79 
1980-81 
1982-83 
1983-84 
1984-85 

Value adjusted (R,. in Lakhs) 

(-)1.78 
(-)1,71 

(-)0.39 
(+)1.59 
(-)244.63 
(-}8.31 
(-)3.36 
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4.45 The Coal lodia Limited inventory team had notK:cd shortages 
of 5 per cent of stock and )000 tonnes or more both in1981-82 to 1984-8S as 
per details below :- . 

1981-82 . 
1982-83. 
1983-84 . 
1984-85 • 

No. of Colliorics 

38 
39 
21 
27 

T!>tai shortages 

(in lakbs toimes) 
5.83 
5.65 
3.78 
1. 91 

- .------------... -.-----------.~-------------- ----
4.46 In respect of shortages for 1981-82 disciplinary action had been 

initiated by the Company. The holding ComplUlY also issued instructions 
in Octo~r 1983 to categorise the closing stock into saleable and non-saleable 
and initiate action to write off the non-saleable stock. 

4.47 The Committee desired to know the results of the disciplinary 
action initiilted against the officers responsible for the' coal shortages. ECL 
in their written replay stated :-

"The details of the punishment awarded in the cases finalised during 
the four years are as follows :-

Punishment awarded 
----- _ .. - ,-- - ._-- --- __ • ______________ A ________ , 

Year War.o.iDs Seriously Stoppaae Slop- Charges ToPl 
warned of piI80 of DOt oases 

increment ~omo- proved tina-
tlOD olexa- lised 

aerated 

1981-82 . 10 2 6 9 7 34 
1912-83 . 7 2 13 10 37 
1983-84 . 6 10 8 24 
1984-85 . 8 2 11 

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

4.48 During evid~ce of the representatives of ECL, the Committee 
pointed out that the punishment awarded by the Company were not aeterrent 
enough to stop the increasing coal shortages. To this CMD, ECL, stated :-

'Twould submit apart from the latest figures, that those officials 
had remained in position there for long periods, and so we have also 
to ensure that we produce according to the original plans as far as 
possible. Then the shortages will be reduced to the minimum extent 
possible," 

4.49 When asked about the procCdure adopted for laking disciplinary 
uClion, he stated : . 

"When a manager or agent is issued a show-cause notice as to why 
he has incurred a shortage, he comes forward with certain explanations, 
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and it is for. the Enquiry Committee to take note of this and accept it 
or reject it." . 

4.50 The Committee pointed out that the statutory auditor of the 
company in his last year Report has inter-alia observed :-

"In one area the discrepency noticed on physical verification is 
enormous in as much as more than 50 per cent of the annual production 
of the area has been treated as shortage, such shortages comes to I .54 
lakh metric tonnes valued at Rs. 3.43 crores which has been adjusted 
in the account,s." 

. Asked whether the company. was aware of it. the CMD, ECl then 
replied "Yes, Sir". 

4.51 During ................ evidence of the representatives of the 
Beptt. of coal the Committee pointed out that shortages of coal were as 
much a'i 50 percent of the.annual production of the area had been reported. 
Asked whether the Department of Coal was being briefed by the Ministry's 
nominee 011 the Board of the Company about shortages etc. the Additional 
Secretary Department of Coal stated :-

"I am on the Board of Coal India. I have attended all the meet-
ings of the Coal India. I have asked the Chairman to institute enquiry 
in each case. 1 have written to him. that sufficient action should be 
taken against such persons. Action taken should be commensurate 
with the offence of the person. The Chairman has written a letter to 
me assuring that he is personally looking into these cases. He has also 
assured that adequate action will be taken against those who are guilty. 
Every month we are having the Board's meeting. Shortage may be 
relating to the earlier period but it has been reported in the current 
year." 

4.52 When pointed out that there had belm considerable losses on 
account of shortages of Coal and as su.ch the Coal Department should have a 
regular monitoring of all aspects of the working of the Company, he 'stated :-

"I can assure you that we are very serious about this. I have been 
in this Department for the last two and a half years and I have been 
personally very much concerned about the shortages and all that. I 
have streamlined the whole-system-action, monitoring and all that. 
I have been answering Parliament questions also on this. I mav tell 
you that there is much more awareness and consciousness ill the 
company now then it was before." 

4.53 A, regarJs misappropriation to the C'Ctent of Rs. 3.75 crores in 
respect of the one colliery as pointed out by the ComP.1ittee. the witness 
~ed: .. 

"The shortage was 1,18,982 tonnes and pro~edings have been 
initiated against the Manager of the company. The agent has been 
awarded punis~nt. of .with-holding of promotion. Against the 
manager the enquJIY IS hemg made." 

4 LSS/87-9 -. 
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4.54 The Committee further observed that such punishments ,{,ere 
not going to solve the problem. 

To this, the witness· replied: 
"I talked t~ the persons conCerned in ECL. They said that there 

has been a large sCale pilferages and tbere has been law and order 
problem."· . 

4.55 The Committee further wanted to know as to who decided that 
Coal worth of Rs. 5.93 ctores was not saleable. The Additional Secretary. 
Deptt. of Coal replied :-

"This is not left to an individual. .It is done by a Committee. 
A committee. is appointed to decide the grade of the coal and what type 
of coal it is." 

4.56 When further asked whether aQY guidelines were issl,led by the 
Government about the .quantum of punishment in regard to shortages etc.; 
the witness gave the following information :~ 

"When the stock estimates as at the close of the financial year 
are over, the follow!ng procedure should be strictly followed by the 
companies :-

. (I) When the stock shortage does not exceed 5 % of the total 
stock and also 1000 tonnes of coal and for 700 tonnes of hard 
coke or soft coke in absolute terms, no actionjs required to 
be taken. 

(2) For stock shortages exceeding these figures for each such 
colliery one man enquiry committee should be set up for 
investigation and fixing responsibility. If in such investigation, 
stock shortage is established on account of mismanagement 
and responsibility fixed, the following norms would be follow-
ed for award of punishment ;-
(a) Shortage up to I/~ of the coal stock, coke production 

reported for the preceding year in which shortage has 
been accrued : 
Warning in writing. Copy of this letter should go into 
the personal record file of the person concerned. 

(b) Shortage exceeding I ~~ and upto 5 % of coal stock pro-
duction :-

Stoppage of increment for two years. When increments 
are gih:n for two years, the increment loss should not be 
made up. If the offiCer concerned is at the end of the 
scale. his basic will be reduced by an amount equivalent 
to one increment last in the scale for two years. 

(c) Shortage exceeding 5~~ IIpro IO%:--Officer not to be 
c~nsidered for promotion for two years from the date. 
HIS name would normally be considered for promotion 
two years from the date. 
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(d) Shortage exce~ding 10% :-

Officer not to be considered for proGlotion until the retirement or 
or termination of services according to gravity of the cas,e. 

(e) When more than one officer has been held responsible for the 
shortage :- ' , 

It should be considered for award of punishment in such a short-
age should be determined with the production and the same norm 
for action should be followed. Action should be taken at the 
close of every' fiscal year after the stocks are measured in accor-
dance witathe circular No./dt./' 

4.57 The Committee observed that'" the guidelines were too general 
, by stopping of increments or promotion, the Company could not achieve 

its objective to stop malpractices. To this, the Additional Secretary, Deptt. 
of Coal stated :-

"These are of general nature'and there is a case of an involvement 
of an officer for higher amount when special action is taken. We 
would not just go by guidelines." 

4.58 The Committee further pointed out that the loss on account of 
shortages was in crores of rupees and punishment awarded from' 1981 to 
1985, was stoppage of promotion or increment. Asked whether the Depart-
ment was satisfied with the quantum ofplinishment awarded by the Company, 
the witness admitted :-

"My feeling has been that the ponishment has not been commensu-
rate with the offenee committed. I,have openly expressed in the board 
meeting and also in writing. Chairman ECL mentioned that part i-

,cularly in Bengal and Bihar, these cases have been because of the pre-
vailing circumstances of law and order, indiscipline and mafia activities 
in other areas, there are few cases," 

He further added: 

"Sir, thfs matter has been coming up in the Board and as a Govern-
ment Director, I have been asking the CMD of the company to take 
serious action in. view of these shortages. Then, I had also written to 
the Coal India. There were lot of Parliament questions to know 
about the action taken. I expressed dissatisfaction 'of the Government 
that the action taken has not been severe enough. This is on record. 
Utters were written. ECL CMD has been saying that a: lot of extenuat-
ing circumstances were there: becauseof the law and order situation, 
becuase of the Local police not being of any help in stopping, these 
pilferages and shortages. Then we had the Central Security Force 
to' stop the coal pilferage. Therefore. they were not able to take very 
severe action. In many cases, they could not pinpoint responsibility on 
one par~icular person. Therefore, they have not takea very serious 
action in these cases. But as far as Government is concerne~, we have 
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been insisting that wherever th~re is a serious case maximum punish-
ment should be given according to the sev.:rity of tile case and accord-
ing to the report of the investigating officer." 

4.59 The Committee further enquired whether the Department tl10ugb 
of reviewing the guidelines in view of the fact that earlier guidelines did not· 
bring desired result. The Additional Secretary, Department of Coal Stated: 

"We will do that." 

He added "I fully agree that we must have strict control on this and we 
must take serious action." • 

~ 

4.60 The production performance of the ECL depicts a dismal pictare. 
The Committee are distressed to note that not to speak of Coallndia's estimatej 
of production of 36.82 million tonnes by 1.1}82-83, the Undertaking could not 
maintain the production level achieved by it in 1975-76 and 1976-77. The 
production remained !lhort of the targets fixed rigbt from 1975-76·to 1985-86. 

4.61 The Committee find that as against the actual production of 26.18 
million tonnes in 1975-76 and 26.47 million tonnes in 1976-77 the undertaking's 
production dwindled to 20.52 million to:lDes in 1979-80. From 1979-80 it 
started recovering and increased to 24.03 million tonnesin 1985-86. Not 0;)1~' 
the targets were reduced but even the revised targets could not be aChieved by 
the ECL. The Committee are unable to rel:Oncile to this situation particnlarly 
the fact that undertaking has invested more than Rs. 500 corres in plal1t and 
machinery besides the substantial increase in its surplus manpower and infras-
tructure facilities. This also lead~ to an inescapable conclusion that the capacity 
utilisation . of ECL mines has been far from satisfactory. The Committee 
need'hardly emphasise that the index of efficiency of production is the extent of 
utilisation of the installed capacity at an optimum level. The Committee, 
therefore, desire that the ntilisation of the capacity of ECL mines should be 
closely watched by Coal India as well as the Department of Coal so as to identify 
the areas of inefficiency and corrective measures taken promptly to rectify the 
shortcomings noticed. 

4.62 The low production of ECL has been- stated to be dne to non-open-
inJ: of new mines, depletion oC·old mines. power shortage and law & o:der prob-
lems and some technical problems like difficulty in getting spares for equipment, 
miniog problems due to unsystematic underground working etc. The Committee 
feel that the undertaking shoald have solved these problems with the assistance 
of holding company and administrati"e Ministry. The least that was expected 
from the undertaking wa .. to maintain the prodaction level already achieved if 
its production could not be increa~ed further. The Committee are unbappy that 
the production from the ECL mines has not come up to the expected level. 
10 fact. the production realisation ha~ been hardly 60 % as was admitted in 
evidence by the repre!entative of Department of Coal who also stated that had 
production realisation been 85 %. the production targets could have been easil)' 

I chieved. 
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4.63 The Co:nmittee were also informed in evidence by CMD 
EeL that the plan. had been drawn to raise coal production upto 31.4 
milHOD tOlDles in 1988-89 if the land and power problems wertsoived. How-
ever, the land is not being made available for opening new mines so much so 
that the nndertBking could not get land even for Shonpur Bazar Project which 
is a World Bank Project, Negotiated meetings are, however, stated (0 have been 
held at \;Brious levels including Chief Ministers of the concerned States. Th~ 
Committee hope that the problem will be sorted out at tlie earliest. Besides the '. 
I~d problem the power problem is also getting acute ~'ear after year and re-
maines unsolved. The Committee desire that the Government should take up 
the matter with the DVC Authority and persuade them to increase their gene-
rating capacity so that East Sector could get their requirement of 446 MWs 
of power, as assessed by the Ramanathan Committee. The Committee 
are glad to note that ECL has also taken steps to han their own captive power 
plants. For this purpose, the Company has Hoated tenders for 3 units of 2-10 
MWs besides the proposal of having a big power statidn of 600 MWs for coal 
companies, The Committeerccommend that in order to get over the power 
shortage the process of tendering should be expedited by ECL and captive power 
plants installed at the earliest. The Committee also desire that the process of 
installati~:J of big power station for coal companies should also be expedited by 
sorting out inter-ininisterlal differences, if any. 

4,64 The Committee find that notwithstanding the shrinkage of working 
places and leSser production from the underground mines due to depletion of 
reserve in general, there are enough good quality reserves in some of the mines 
with potential for eXpan~!OD, .as reported by Chari Committee. Therefore, the 
Committee desire that the ECL should give priority to undertaking a schemes 
for reorganisat.ion{reconstruction of existing mines so as to improve production 
aud productivity. With appropriate mechanisation and marginal. investment, 
the undertaking would be able to torR many of the loosing mil!es into profitable 
ones or at least reduce their losses. The Committee alliO desire that the EeL 
should examine its production strategies so that it could be most advantageou~ 
from the points of view of undertaking's improved economies, despatchability 
of coal and . sati~fying the market demand. ' 

4.65 ECL has also bronght to the ootice of the Committee that in 
some of the mines quality of coal is good but there is a mafia problem. As 
regards tackling the niafia problem, the Committee would like to draw the 
attention of Dep~ent of Coal to their recommendation contaiued in their 
70tb Report of Coal India . Ltd. wherein it has been recommended that the 
Ministn of Home Affairs and the concerned State Governmeuts shlluld see that 
coal companies are allowed to function unimpeded by anti-social elements. The 
Com~ittee reiterate their earlier recommendation and desire that effective 
measures should immediately be taken to eradicate this menace once for all. 

4.66 The Committee note that as against the norms of. bolding coal 
stocks of 3 weeks production, the coal stock in the company ba~ been increa!ling. 
year after year. From 5 weeks production in 1975-76, U increased to 10,9 
weeks production in 1984-85. The stocks of coal in some of the'mines were of 
the order of 73 months, 30 munths aud 57 munths' despatch requirements. The 
Committee feel that such a high stock will have adverse financial implicatious 
because according to the Chari Committee, "taking out coal 'from mines for . 
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keeping .it in stocks exposes it to disintegration and deterioration in quality, 
tbeft and rue." The Cbari Committee bad also stated tbat the interest charges 
alone on the co. locked up in pit head stocks comes to as much as Rs. 12 erores 
a year. A sum of Rs. 65 lakhs is also reported to have been provided in the 
Annual Accounts upto 1982-83 for loss due to deterioration in .quality of coat" 
stock. The Committee are distressed at this state of affairs. In Committee's 
view the accumulation of hugestocks is due to mad rush for fu\1illiQg the 8DDuai 
production targets at any cost resulting in indiscriminate and uncoordinated 
mining of ,oor grade of unsaleahle coal This piling of huge stocks at mines 
coupled with payment of over-time and Sunday working not ouly aJrects adversely 
the cost of production but also provides scope for malpractices. 

4.67 The Committee were also informed in evidence by the Department of 
Coal that a policy for stocks in the coal companies was framed in 1985 in con-' 
rultation with Planning Commission, and according t6 this policy individual 
mine cannot hold stocks for more than 3 months and the undertaking as a whole 
mould not keep more than one month's production as stock. The Committee, 

. therefore, recommend that the Company should meticulously follow the stllck 
policy and all out efforts should be made to liquidate the stocks over and above 
the permissible limits. The Committee also suggest that an investigation be 
conducted into the circumstances as to how' the huge stocks got accumulated 
against the fixed norm, a!\d responsibility fixed therefor. 

4.68 The Coqtmittee note that· for coal despatches, the availability of 
railway wagons has not beeq much problem. On the contrllfY there are certain 
loading problems within the undertaking. Due to the delay in loading, the 
undertaking has been paying demurrage to railways. The amount paid ~s 
d"murrage during the year 1981-82 to 1985-86 was to the extent of Rs. 1.46 
crores. The Committee trust that ECL will take urgent steps to increase the 
loading capacity by providing railway sidiAgs where necessary, so as to bring 
the coal from pit head to rail head, and by re-organisationof the entire despatch-
ing structure. . 

4.69 The Committee regret to note that there have been shortages in 
co.al stocks of the undertaking. In May, 1979 a large quantity of 7.07 lill 
tonnes valuing Rs. 7.37 crores was written off as shortages arising out of sta-
tistical errors, over reporting of production and misappropriation etc. Even 
after May 1979, more than 15 lakhs tonnes of coal was .written off by the under-
taking as shortages. In October, 1983, at the instance of CIL, the coal when 
physically measured showed a shortage of 9 .. 71 lakh tonaes as compared to 
book stock. The undertaking is also reported to have been making adjust-
ments in the opening stock without formal write off sanction. 

4.70 The Com'nittee takes a seriOllS view of huge quantity of coal being 
written off and also of the adjustments being made in the opening stock with-
out formal sanction. The Committee have their own doubts that these short-
ages and adjustineots could be due to the misappropriation for which the 
undertaking cannot escape responsibilit~·. The Committee expect from public 
undertaking. honest and efficient conduct of business.. The Committee 
recommend that the undertaking should lay down proper guidelines and 
parametres for writing off shortages and adjustment in stock., in consultation 
with its holding company .and Audit. In future such shortages sbould be written 
off strictly in terms of these guidelines. 
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4.71 The Committee note that the Company takes note of shortages' 
of more than 5 ~{ of the stock and 1000 tonnes or more in collieries. During 
1981-82 to 1984-85, such shortages were to the tune of 5,83,5.66,1.91 and 
3.78 lakb tonnes, respectively. During these )'ears, the number of cases of 
disciplinary action against the offigers resp:>nsible for shortages ~'ere 34,37, 24 
lind 11 respectively. The punishment awarded "'as warning, stoppage of 
increment and stoppage of promotion. In Committee's view the punishment 
awarded in these cases is very lenient as compared to the value of coal found 
short and in fact it encouraged the dishonest employees to indulge in offence. 
Tile Committee are of the firm opinion that the punishment should be more 
severe and deterrent. Even the Additional Secretary, Department of Coal 
was frank enough to admit in evidence when he stated "my feeling has been 
that the punishment has not been commensurate with. the offence committed." 

4.72 No doubt the purishment awarded at present was in terms of guide-
lines approved by the Government but the guidelines appear to be too soft and 
ineffective in achieving the objective of stopping the prevailing malpractices 
in the undertaking. The Committee, therefore, recommend that as agreed 
to in evideaee by the Additional Secretary, Department of Coal, the Govern-
ment should revise the guidelines forawardinl punishment with a view to pro-
viding severe and exemplary penalties for those found responsible for the 
shortages of coal. 

D. Performance of J.K: Ropeways 

4.73 Jambad Kajora (J.K.) Ropeways was installed hy the erstwhile 
Coal Board with the objective of extracting and transporting sand from the 
rivers Damodar and Adjoy to the collieries in Jambad-Kojora areas of 
Raniganj coalfield for stowing. Installations of I & II were commissioned 
in December 1968 to extract sand froJ1,l the' river Damodar whereas installa-
tion III was commissioned in March 1967 to :xtract sand from river Adjoy. 
Uut of the 47 coilienes In the Company resortIng to sand stOWIng operations 
in 1985:86 only 12 were linked to the departmental 1.K.'Ropeways. 

4.74 The designed rated capacity ofJ.K. Ropeways was 4.5 million 
tonnes per annum at the rate of 1.5 million tonne for each installation per 
annum working all the three shifts. 

4.75 Pursuant to Chairman-cum-Managing Director's instruction 
of 16th May 1978, the Industrial Engineering Department (lED) of the 
Company conducted a study in September 1978 to asses, the optimum 
capacity of J.K. Ropeways. The I.E.D. assessed the production capacity 
of J.K. Ropeways to 41.34lakh tonnes per annum. As per lED study with 
the present arrangement working all the three shifts, it \\ as found possible 
to fix the target to 60 per cent of rated capacity and to produce 2.5 million 
Lonnes. It wa, also found possible to increase the target by introducing an 
incentive scheme. . 

4.'16 As against the original capacity of 45 lakhs and capacity of 25 
lakhs as assessed by lED, the following table shows the, capacity as shown 
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by ECL, year-wise production and shortfall in production during years 
from 1975-76 to 1985-86: 

Year 

. (In lakh toones) 
-_._---------------_._--------

C.-apacity . Production Shortfall 
(actual' in 

produotion 

Quantity 
actually 
utilis~d 

U ntilis::I 
b~l:lJl':e of "r.,..,d 

-- ---~-.-------

19'Z5-~ . 15.00 6.00 19.00 4.93 1.07 
1976-77 . 25.00 11.62 13.38. 9.40 3.29 
1977-7il . 25.00 9.17 15.83 8.38 4.03 
1978-79 _ 25.00 6.8"3 18.17 - . 6.42 4.49 
1979-80. 25.00 13.78 11.22 9.19 9.07 
1980-81 . 25.00 14.53 10.47 13.87 9.74 
1981-82 . 25.00 13.60 11.40 13.73 9.61 
1982-83 . 25.00 10.67 14.33 10.83 9.45 
1983-84 . 018.50 9.79 8.71 9.32 10.12 
1984-85 . °18.50 10.46 8.04 10.80 9.78 
1985-86 . ·15.00 13.86 1.14 13.96 9.630• 

-_._----
.Capacity as shown by ECL. 

.·Physical measured stock of sand is 1.53 lakh tonnes. 

As regards the capacity shown by the undertaking at 15 lakh tonnes, 
ECL stated in a written note that this has been taken 011 the basis of study 
carried out by MIs. Magnum Industrial Product. 

4. n It wbuld be seen from the above table that the Company could 
not achieve even the capacity of 1-5 lakh tonnes in any of the years . .. 

4.78 The Committee enquired as to why the installed capaCity of 1.K. 
Ropews,y has been derl;lted from time to time, CMD, ECL stated {juring_ 
evidence as follows:-

. "The capacity was not 45 lakh tonnes. Theoritically 'somebody 
calculated it at 45 lakh tonnes without going into the merits of the 
case." . 

4.78 Asked about the reasons for poor performance of 1.K. Ropeway, 
ECL advanced the following reasons in a written reply as follows:-

I. Due to construction of dam poor regeneration of sand has' Occurr-
ed over the years in both the Damodar and Ajayrivers. Damodar 
river has experienced change of course during the period While 
Ajay river has experienced less floods_ Due to the above the 
rate of regeneration is not commensurate with the rate of ~nd 
winning resulting in constant deelineof sand reserves near the 
bank and ~tion of difficu~t conditions for the existing dredgers 
10 produce as per the reqmrement. 
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2. The design of the sand winning system i.e. tail-car scraper com-
bination is not an efficient gathering system of sand becauSe of 
frequent proneness to breakdown resulting iii increased down 
ttme· . 

3. Moreover with passage of time the ramp path is gelting sh:eper 
and steeper reduc.ing the. hauling capacity thereby. 

4. Due to less availability of sand within the designed zone of pump-
ing. the main dredging equipments are required to pump out 

. sand from a long distance which is beyond the scope of the exist-
ing equipments. 

5. Frequent power failures, low voltage, low frequency from the power 
supply company kads to damage of the electrical -equipment 
operating various driVes. 

6. Frequent pilferage of vital machinery/components from the 
aerial ropeway system stretching over 25 Km. run -has been cau-
sing high idle time to resto(e the break-downs. This is an alar-
ming problem. 

7. Difficulty in procurement of critical spares is a perennial problem. 
-Poor quality of spares from indigenous sources and erratic supply 
have been increasing the frequency of repair/maintenance/idle 
time. 

8. Bicycle ropeways have lost the transportation capacity to a Gon-
siderable extent due to ageing of the equipment which are running 
for about 20 years and has not been giving steady and dependable 
service. 

Re-organisation of J.K. RopelVays 

4.79 The re-organisation of project for achieving a capacity of 29 
lakh tonnes per annum was approved in September, 1979 by the holding 
Company at an estimated cost of Rs. 4.25 crores.- The re-organisation of 
the ropeways was to be (;ompleted by 1982-83. The original report was 
revised and approved in September, 1984 for a production target 
of 40.28 lakh tonnes/yr. at a capital cost of Rs. 9.85 crores and was expected 
to be completed in 1987-88. 

4. 80 Explaining the new scheme, CMD, ECL stated during evidence:-
"The idea is to change the system from scrapers to pentoon. 
By providing this, the capacity automatically increases." 

4.81 When pointed out by the Committee that even after spending 
over 5 crores in the re-organisation scheme, the Company was engaging 
private cOntractors for sand stowing CMD. ECL replied;-

"We are now getting the sand frqm a depth and not from the 
sUIface. This method is keeping a check on the contractors. It 
is serving these two purposes though at a cost." 

4 LSS!81-10 -
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He added :-

IOU we do not' have tbis, these contractors will squeeze \:s lalfT 
on because we do not have any other handle to control them. " 

Stmd S ppliedb y I.K. Ropeways ¥is-a-¥js : supply from private 
contrllCtors . 

4.82 The following table shows the sand supplied byrJ.K. Ropeways 
as wen as by private contractors and cost per tonne in each case :-:-

Sand Sand ,Cost per Cost per 
utilised prooured tonne of tOlllle of 
out of·1 from' . sand sand 

Year 

sU!'J:lies private supplied supplied 
m cby contrac- byl.K. by private 

. J.KRopeways tors ropeways contrac-
tors 

(In lakh tonne) 

1980-81 
1981-112 
1982-83 '. 
1983-84 
1984-8' 
I~ 

13.86 
13.73 
10.63 
9.32 

10.80 
13.96 

6.49 
11.10 

4,8 
5.9 

5.92 
1.00 

23.3S 13.45 
28.88 12.92 
39.91 IS. SO 
43.86 ·16.95 
46.03 20.88 
38.11 N.A.. 

62.30 31.21 

From 1975-76 to 1979-80 also the sand utilised out of supplies made 
by J.K. Ropeways was 38.33 lakh tonnes as against 66.45 lakh tonnes 
supplied by private contractors. 

. 4.83 During the evidence of representatives of the ECL tbe Commi-
ttee pointed out that inspite of additional investment in J.K. Ropeways 
huge quantities of sand were procured throught private oontractor. The cost 
of sand supplied by private contractor was also much less as ,compared 
to J.K. Ropeways. 

4.84 Asked whether the investment of over Rs. 9 crores in J.K. Rope-
ways could not further increase the cost per tonne, CMD, ECL stated:-

"Hundred per cent I agree that if we calcuJate it just on facts and 
figures it is better to stop this installation comp1etely. There is no 
doubt about that. But then the future cost will be much more.[Mter all 
we keep a little bit preliminary operation only to see that the future 
operation does not become too costly. That is the basic purpose." 

,4.85 Asked about the viability of the project the witness replied 
as {ollows :.- . 

"W" will again revilfw it. But then we are carrying it on at long 
distance. This mode of transportation is for a longer distance. U 
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we ask the contractors to ca...--ry it at long distance, the cost will fur-
ther increase." ' 

4,,86 Durit\g the course of examination of the Department of Coal 
the Commit~ pointed out that the capacity of J.K. Ropeways was derated 
from time to time and even the derated capacity could not be achieved by 
the ECL., Asked about the Ministry's assessment in this' regard, one rep-
resentative of the Department stated during evidence as follows :-

"This ropeway system was commissioned in 1968.and at that time 
the depth of sand in Damodar and Ajay rivers was 6 metres and the 
bulk density of the sand was 100 pounds,i.e. one cubic metre of sand 
weight 100 pounds. Because of the depletion of sand deposits and 
due to construction of dams upstream, now the depth is reduced to 
two metres in Damodar and one metre in Ajay. So, the bulk density 
of the sand has come down to 70 pounds. Also, since the Ropeway 
is in existence since 1968, that is for 18 years, its strength of buckets 
came down to 300 from 400. Taking these factors into consideration a 
study was made in 1978 and the capacity was reassessed at 2.5 with, 
nine sand gathering stations. Subsequent to 1978, one station became 
defunct, because the river-bed had become very thin' and no sand 
deposit was left. So now there are only 8 stations and this capacity 
of 2.5 has to be further derated by one-ninth, which comes to 1.9. 
This study was done by a Group of Consultants headed by;Shri M.N 
Gwing who himself is a very eminent mining engineer and an' authority 
on sand stowing. They assessed the capacity at 2.5 but now due to 
the reduction in the number of stations from nine to eighth, the 
capacity too has to be derated by one-ninth. So, the capacity is 
now rated at 1. 85 or 1. 9." 

4,87 When asked as to how the undertaking could not achieve even 
1 .85 million tonnes, the witness stated:- . 

"It can not go up beyond 15 lakh tonnes in any case. There are 
days when the ropeways stops for 8 Ho 10 hours. If ,the power 
supply becomes stable, 1, 5 to 1.7 million tonnes can be there." 

4.88 Coal India Limited is reported to have appointed Mis. Magnam 
Industrial Products as consultants in January, 1986 for ECL & BCCL. 
The terms of appointment, inter alia, include indentificatiori of problems, 
trouble shooting areas, deficiencies & suggestions for remedial measure 
for bringing around both qualitative and quantitative imporvement in the 
existing sand stowing systems. 

4.89 The consultants have submitted their report in respect of i.K. 
Ropeways Installation I, II & III and Manderboni Colliery. The report 
is under study for necessary action on the recommendation, 

4.90 Asked about the implementation of the new re-organisation 
scheme of J.K. Ropeways, the representative of Department of Coal 
replied :- ' 

"The scheme has heed sanctioned for complete renovation and 
modernisation but that scheme is not being implemented because 
this question ru,.s not been solve and we are consulting some dredger 
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experts, and they are not yet sure whether this will work with this 
thin level sand." 

4.91 The Committee are distressed to note that the perfonrumce of Com-
puy's own J.K. Ropeways Which was installed for extracting aud transporting 
of sand has been very poor. The capacity of J.K. Roeways has been derated 
by the Company from time to time. As aga1nst the designed capak'ty of 4S 
lakh toones, the capacity was lixed at 41. 341akbs tonnes after a study conduct~ 
by Industrial EagiDeering Department (lED) in 1978. The JED found that with 
the present arrangement for working of J.K. Ropeways target could be 
fixed at 60 percent of tbe rated capacity to produce 25lak.b toones. The 
lED al'.iO indicated tbat it was possible· to increase tbe target by introducing 
an incentive scheme. The capacity of the Rope"ays was further derated 
to 15 lakbs tonnes after a study carried by M/s. Magnum Industrial Product. 
It is rather unfortunate that the Company could not achieTe even the further 
derated capacity of 15 lakh tonnes in any of the years. The production of 
J.K. Ropeways ranged from 6 lakh tonncs to 13.86lakh tonnes from 1975-76 
to 1985-86. On account of poor performance of J.K. Ropeways, tbe saud 
stowiog had to be done by private contractors. The Committee also legret 
to poiot out that while the full capacity of J.K. Ropeways remained under-
atilised, the Company procared sand from private parties. From 1975-76 to 
1985-86 the saud supplied by J.K. Ropeways was 120.31Iakh tonoes aad sand 
procured from priTate parties was 07.66 lakh toones. In terms of cost, the 
costohand $upplied by the J.K. Ropeways was 2nO per ceat more as compared 
to the cost of the sand supplicd by priTate contractors daring the last 5 years. 
III the opinion of the Committee such a wide gap in cost can hardly be justified. 
The Committee recommend that the Company must take necessary steps to 
optimise the capacity utilisation of J.K. Ropeways and also to bring doWB its 
cost of supplying sand to make it competitivc with private contractor. Earnest 
elrorts should also be made to minimise the dependence on priTate contractor. 

4.92 CIL is reported to have appointed Mis. Magoam Industrial Prodact 
u coosaltants for BCCL and ECL. The terms and references of consultants 
lDcladed identification of problems, trouble shooting areas, deficieacies and 
saggestlOIl'l, for remedial measure for bringillg arouod both qualitative aud 
quantitative improvement in the existing and stowing systems. The c~tants 
are stated to have submitted their report in respect of J.K. Ropewa~ Instan-' 
ation, I, IT & IIland Manderbolli Colliery and was uoder study for necessary 
action. The Commi!!~e would like to be apprised of the action taken ,by the 
Compuy on the recommendations of the Consultants and the sabseqaent 
Improvement made in capacity utilisati~n of J.K.Ropeways. 



CRATER V 

. MACHINE. ,U1lLISATION AND HIRING OF HEMM 

(A) Machine UtililatiOll 

(i) POpuiatiOll 0/ Plant & Mac~ry 

5.1 Mines obtaining in the:~om.pany are of two types, i.e.opencast and 
1lllCieground. The Conlpany has Invested Rs. 503. 18 crores upto the end of 
1934-85 on. the purchase of plant and machinery for building up the plant 
POOl capacIty. The follOwing table shows the number of machines available 
~the machines working during each of the plant 3 years:-

Name of equipment 1983-84 1984-85 1985-86 

No. No. No. No. No. No. 
available working available working available worldq 

Scraper 76 33 56 27 38 22 
Shovel (Diesel) 28 23 27 19 28 24 
Shovel (Eieot.) 11 10 14 11 17 16 
Shovel (Hydraulic) S S 6 6 10 8 
Dumper 220 130 254 IS2 271 193 
Dozer. 106 59 ·112 68 104 71 
Coal cuttiua Maoblne 396 312 397 299 408 2SS 
CoIlDriU 1451 IISS 1402 1185 ' 1342 88(j 

Shearer S 4 S 3 5 2 
.Road HDader 6 5 8 5 9 S S 

From the above table it is seen that the number of machines actually work ing 
Ire much less in some cases even less than half than that available. 

5.2 Asked about the reasons for low utilisation of equipments, ECL 
state in a written reply -as follows:-

Low utilisation is mainly due to lack of infra-structure and non-avai-
lability of skilled manpower. This factor has created a back-log 
in capital overhaul and repair resulting for low availability of 
equipment." 

'(ii) UtilistJtion 0/ Hetny Earth M(JVing Machinery (HEMM) 
5.3 Scrapers,shovels, dumpers and dozers are the heavy earthmovina 

equipments used in the different opencast mines of the Company. For remav-
in, overburden and winning of coal, scrapers are worked with the, support 
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of dozers and shovels with dumpers. Scrapers and shovels are, however, 
directly linked to production. Taking into consideration the wQrking condi-
tions prevailing in the opencast projects of the company, the CIL estimated 
capacity of the scrapers as 72 per cent of total operable excavation capacity 
of the machines, Based on the actual working conditions, the elL bas also 
assessed that the actual utilisation should be above 90 per cent. The table 
below indicates the excavation capacity, the· system capacity, production 
and system capacity utilisation for the 6 year ending 1985-86 

y~ EKcava.- System Coal Coal Over . Total Percen-
lion capacity mt. In MM3 burden In MM· t.to 
capacity in MM" inMM" S71!em 
MM· oapaqlty 

utili-
,alion 

1980-81 • 14.53 10.46 . 2.74 1.96 7.28 9.24 88 
1981-82 • 17.16 12.35 3.42 2.44 8.87 11.31 91 
1982-83. 23.00 16.56 3.20 2.29 8.65 10.94 66 

1983-84 • 19.89 17.76 2.63 1.7$ 9.23 10.98 62 
1984-15. 22.18 20.27 3.24 2.16 9.5S 11.71 S8 

1985-86 • 22.59 3.84 2.S6 11.43 13.99 61 
O'llOV) 

S.4 In this connection, the Audit has pointed out the following facts 
regarding capacity utilisation of HEMM during the earlier years:-

(i) There is a gap between the available system capcity and aetual 
achievement for the years 1980-81 to 1982·83. 

(ii) The capacity utilisation trend remained almost stagnant or deter-
iorated indicating thereby that infrastructure for the above 
three years has not been commensurate with the increase in popula· 
tion of HEMM. 

(iii) There has been improper provisions of equipment as the Company 
did not have sufficent/proper geological data at the time of selection 
of these equipments e.g. in Projects like Mahabir, Dalurband, 
Kumardih and Nimcha, the project report provision was for scraper· 
dozer combination only whereas later on, it has been realised that 

. shovel·dumper combination along with scrapers for top soil. 
will be more beneficial. 

(iv) Although the equipments have been w~rking for a long time in cer-
tain mines, the basic workshop facilities for unit workshops have not· 
been provi!1ed, though the provision for such facilities exists in the 
project reports. 

(v) Most of the repair jobs, including overhauling of engines, is being 
got done from outside as expertise of the same has not been fu !:y 
devdoped as yet. 
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(vi) The down-time of the equipment is excessive because repair time 
is more, which may be due to -non-availability of (a) spare parts (b) 
skilled man-power. 

(vii) The utilisation of HEMM was however reported by the managa. 
ment by derating the capacity by 20 per cent." 

5.5 The Board of Directors of the Coal India Limited appointed (April 
1983) a Committee to examine the utilisation of HEMM. Salient points of 
tJ!.e recommendations of this Committee are as following:-

(i) Scrapers found unsuitable for actual mining work. in ECL bo 
deployed in other developmental works. 

(ii) Standardisatien of equipment. 
(iii) Strengthening of Workshop. -.. 
(iv) Establishing of Regional Workshop for HEMM 
(v) Immediate recruitment of skilled manpower 

(VI) Training of Engineers. 
(vii) Standard hourly output calculations are intended to indicate the 

method of calculation"': Actual standard capacity has to be worke!! 
out on basis of start time cycle of operation, face condition etc. 

(viii) Capacity of individual HEMM was not derated by 20% while 
assessing the capacity of a mine. 

A.chievable output lIis-a-lIis actual output of HEMM 

5.6 A review Committee set up by CIL in 1975 had fixed norms for 
utilisation of HlMM equipment. These norms serve as operating guidelines. 
The annual production capacity of each type of equipment is also fixed and 
these norms are applied by CMPDIL/CIL for working out the system capa-
city of OCPs and excavation capacity of the equipment in OCPs. Based 
on these norms, the percentage ofiactual output to standard output for the 
last 9 years ending with 1985-86 is indicated below :- . 
---------------

Year 

1977-78 
1978-79 
1979-80 
198~1 

1981-82 
1982-83 
1983-84 
1984-8S 
1985-86 

, . 

Petcentaae of actual 
output to stlDdard 

output 

.107.7 
89.3 
78.4 
84.1 
80.1 
57.3 
59.S 
49.9 
59.6 

---- -----_ .. _--------
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S.7 It would be seen from the above table that actual output 'with 
~pcct1o &taDdard output baa gradually gone down frqm IfY7.7 per cent in 
1917-78 to 49.9 ~nt in 1984-85. In 1985-86 has ~ improved to 
59.6 per cent. 

5.8 Asked about the reasons for low output of HEMM, CMD, eeL 
stated during evidence as follows :-

"One is that these equipments were in their original state i.e. they 
were new. The age of the equipment has also something to do witb it, 
marginally. It could have improved, provided we had good work-
'hops available to maintain them. They were not available. Good 
workshops have· been commissioned now. I think things should 
improve. 

Secondly, the opencast mines operating in those areas were shaDow 
in the first stages coal was available very quickly, but at present, the 
depth has increased. Earlier we used only diesel shovels. Gradually 
we employed;'the heavy., electric shovels, particularly in ,Ranipnj 
Coalfields. As a result, we have not been able to utilise the electric 
shovels to their fullest ·capacity." 
5.9 The table below indicates percentage of idle time to total shift 

hoon in respect of the HEMM equipment during the last 3 years:-
(Figures In percentage) 

PIrQc:uIars o(madliocry· 1983-84 1984-85 1985-86 

Dumper Terex Dwnper (HauIpack) 46.28 53.61 65.01 
Sc:raper 61.28 7S.7S 74.40 

Doar J>.804A.12 53.22 60." S9.Sl 
DenIer 120-A-18 
DrIlIa (Wlloo) 
DriIJa (Elect) 53.35 74.06 59.62 
Shcmla (piise\) 61.S8 62.0 66.95 
Shcmla (Elect ) 40.85 42.09 57.79 
Shawl (HJodrauI1e) 59. IS 58.38 46.87 

It would be seen from the above table that the percentage of idle time 
to total shift hours ranged between 40.85 and 75.75 during the last 3 yeaN. 

5. to During evidence, the Committee enquired aboutthe reasons for 
high percentage of idle hours, CMD, ECL stated as [oliO\\'5 :-

. "Ac~ly, I.have also given. instr~ctions to ~my DirectDrs, my 
ChiefEIIgmeers andoth~re.gardlDgthI5,.SO that thlDgscan be improv-
ed. We are really pursulOg It day and mght. but due to some pro-
blems,it could.not be. done ... For il15tance, shortage of power supply. 
Power Supply 15 very erratic 1D Eastern region. We haye installed ~the 
,equipment!. Now we have wjthdrawn all theequipments for want of 
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power. It is idling for a-year or two now for want of power. The 
objcctives are, as soon as the power is available in sufficient quantity, 
the utilisation will go up as it had gone up in case of Madhya Pradesh, 
Mallarashtra. 

('Iii) UtilisatiOD or Um1ergromuI Equipments 

5. 11 Underground equipments consist· of Coal cutting machine, 
coal drill, shearer atS/F, Shearer at C/F and Road Header. An analysis by 
Audit of the population standard achievable capacity, actual output of these 
machines shows that the percentage of actual output to total achievable 
output has been much below the capacity. The position in this regard for 
the last 5 years is given below :- . 

'"' 
Mac-hine 

Percentage or actual output to achievable output 

1981-82 1982-83 1983-84 1984-85 1985-86 

1. Coal cutting M/C 96.06 80.00 67.14 74.78 87.71 
2. Coal Drill 52.43 52.02 47.78 49.15 6",8 
3. Shearer at SIP 62. SO} 60.83 69.72 59.80 66.25 4. Shearer at CIP 37.19 
5. Road Header 50.00 48.04 35.29 26.47 40.00 

.... 
. 5. 12 The Committee pointed out that the utilisation of underground 

equipment was low and in some cases it was less than 30 per cent .. Asked 
about the reasons for low utilisation, ECL stated in written reply as follows :-

. "The utilisation of U/G equipment is low mainly due to erratic 
power supply position. Steps have been taken to provide D.G. Sets 
at the selected mines. The captive power stations 2x 10 MW"which 
has been approved recently will also be installed for improving perfor-
mance of high technology equipment e.g. shearers, road headers etc. 
Two foreign consultants have been asked to study and submit report 
namely BMC of UK. and Montan or West Germany. . 

The training of workers at different institutes is being done for 
skilled manpower. Workshop facilities are being created." 

. (iv) Idle Equipmaat (UDiDstaDed) 

5.13 The annual accounts of the Company for the year 1982-83 dis-
closed that plant and machinery valued at Rs. 45. 33crores were lying uninsta-
lled upto 1982-83. This increased to Rs. 62.11 crores in 1984-85. Asked 
about the reasons for increasing unutilised machines, ECL stated in a written 
reply as follows :-

"The share of modem equipment and high capacity heavy machines 
is more in the P&M being procured. The instailation time of these 
equiPVlCDts is high. This increases the stock holding temporarily and 
in1Jates the capital inventory." 

4 LSS!87-1l 
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5.14 The Committee further wanted to know thcst.cps taken by the 
Company to utilise the equipments lying uninsta11ed, EeL in a nolO stated : 

"A Committee was constituted to identify plants pending installa-
tion. The· mine development and other civil constructions necessary 
for installation are monitored for speedy installation of equipment." 

(VJ Excessive Deployment of Equipment 

5. 15 Audit has pointed out that there was excessive deployment of 
HEMM at some of the opencast projects over and above the provisioDi in 
the respective project reports. 

5. 16 The review of HEMM of EeL conducted by Coal India Limited 
in March 1983 also indicated that there has been improper provision of 
equipment in the absence of adequate geological data at the time of selec-
tion of the· equipment which resulted in deployment of machines in excess 
of the project provision especially in Mahabir, Dalurband, Kumardihi and 
Nimcha projects. 

. 5. 17 Regarding excessive deployment of equipment ·the Management 
informed the Audit (November 1983) as under: 

"Apparently, it may appear that HEMM arc deployed in many 
OCPs in excess to the provisions made in the Feasibility Reports. 
In the initial stages FRs were prepared based on data available at that 
time which was found subsequently to be inadequate. Such FRs 
arc now being revised and earlier inadequacies are being taken <:are of. 
Equipment from discontinued projects have been transferred to work-
ing projects. Regarding deployment of proper matching equipment. .. 
it is stated that this is being taken into consideration while revising 
Project Reports." . 

. 5.18 During evidence of representatives of Department of Coal, 
Committee pointed out that utilisation of machines in ECL was low. When 
asked whether. the Department ever reviewed the matter with a view' to 
improve the position. A representative of Department of Coal stated 
us tallows:-

"In 1984-85, compared to the previous years there has been signi-
nificant improvement. If you see Open Cast and Underground, it is 
roughly 50:50. In the next 12 years Open Cast will increase. It will 
be l1O:40. 

Since they are opening very big Open Cast Mines, involving heavy 
machinery, they are interested in bringing it to international norms. 
Many steps have been taken. As we are at machinery, corresponding 
the back up and supporting facilities are necessary-skilled workmen, 
workshop, maintenance, spare parts service, depots, suppliers, manu-. 
facturers in our mine areas, unfortunately, 'these areas have received 
attention only in the last two or three years and not earlier. The result 
is that we have paid very dearly in terms of time of the eq1lipment. 
This is a fact," 
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S .19 Explaining the steps' taken for improving the equipment utili-
sation he stated: 

"But now a number of measures have been taken to improve the 
availability and. utilisation. For instance, we have now been able to 
persuade the manufacturers to open spare-part depots for group of 
mines. Secondly, wherever the equipments and machinery require 
overhauling. we are persuading them that they shall have a kind of 
depot where they have to keep spares. This will reduce the down-
time. Thirdly, the machinery which is lying idle cannot be utilised 
for the reason that some kind of reconditioning has got to be done. 
It can be made use of provided we attend to certain things in these 
equipments. This is called rehabilitation. So, we have a rehabilita-
tion scheme drawn up and they will come and identify the modules 
and then they will help in rectifying the minor defects wherever nece-
ssary. So, now, we have got the rehabilitation of these equipments. 
Lastly, in connection with the World Bank aided project, we have 
Canadian experts to look into the entire scope of the open-castmachi-
nery . to see the performance of the equipment and also to improve its 
performance. Our next step would be to translate this into practice. 
Previously, we did not have manuals for this purpose and now we 
have drawn up manuals in the case of heavy machinery. These 
equipments cannot afford to remain idle even for a minute. So, it 
calls for capital and managerial measures also. We are. trying to 
have innovations like for instance when an operator leaves, he has to 
hand over the operation of the equipment to the next man and he takes 
over the position so that the machine does not kept idle even for a 
few minutes. We have to see that these persons do not go for a cup 
of tea and remain outside for a long time." 



rn
.) 

rt
ir

fn
g 

o
f 

H
E

M
M

 E
qu

ip
m

en
t 

.2
0 

EV
en

 th
ou

gh
 th

e 
ut

ili
sa

tio
n 

of
H

FM
M

 o
f t

he
 C

om
pa

ny
 w

as
 m

uc
h 

be
lo

w
 th

e 
ac

tu
al

 
ca

pa
ci

ty
, C

om
pa

ny
 h

al
' 

be
en

 e
ng

ag
in

g 
pr

iv
at

e 
H

EM
M

 a
t h

ug
e 

co
st

. 
Th

e 
fo

llo
w

in
g 

ta
bl

e 
sh

ow
s 

th
e 

am
ou

nt
s 

pa
id

 
to

 p
riv

at
e 

co
nt

ra
ct

or
s f

or
 

hi
rin

g 
H

E
M

M
 :
-

(F
ig

ur
es

 
in

 
la

th
 

ru
pe

es
) 

N
am

e 
of

th
e 

pa
rt

y 
77

-7
8 

78
-7

9 
79

-8
0 

80
-8

1 
81

-8
2 

82
-8

3 
83

-8
4 

84
-8

S 
8S

-8
6 

T
ot

al
 

I.
 G

.s
. A

tw
al

 &
 C

o.
 (

G
ua

) 
7.

49
 

58
.0

5 
95

.2
2 

16
0.

21
 

75
.9

1 
64

.3
9 

90
.6

6 
18

7.
45

 
73

9.
38

 
2..

 M
er

 ~
n
t
n
e
 C

ln
st

n.
 

. 
. 

75
.7

0 
68

.6
2 

93
.3

3 
10

1.
96

 
11

8.
96

 
17

7.
60

 
63

6.
11

 
3.

 S
te

rin
g 

C
on

st
n.

 C
o.

 
7.

84
 

7.
84

 
4.

 A
rv

in
d 

C
on

st
n.

 C
o.

 P
vt

. 
L

td
 .
.
 

9.
17

 
15

.3
9 

30
.8

8 
69

.4
9 

12
2.

25
 

20
2.

20
 

25
0.

11
 

27
7.

64
 

97
7.

13
 

. S
. 

R
av

i U
dy

og
 

41
.0

0 
17

5.
42

 
21

5.
68

 
32

2.
56

 
3
~
5
.
I
S
 

47
0.

49
 

16
20

.3
0 

al 
6.

 G
ur

u 
M

eh
er

 C
on

st
n.

 
4.

81
 

3.
25

 
62

.6
2 

21
1.

 60
 

31
0.

13
 

25
0.

11
 

11
4.

04
 

25
7.

45
 

12
14

.0
1 

7.
 E

as
te

rn
 M

in
er

al
 T

ra
de

rs
 

24
.3

4 
51

.9
2 

87
.8

6 
10

5.
82

 
53

.0
0 

12
0.

80
 

39
3.

74
 

8.
 K

ha
ls

a 
B

ro
th

er
s 

. 
7.

47
 

51
.3

9 
48

.7
3 

87
.3

8 
11

8.
29

 
19

5.
16

 
50

8.
42

 
9.

 C
.s

. A
tw

a I
 &

 E
ng

g.
 P

vt
. 

Lt
d 
•
•
 

11
4.

47
 

16
6.

68
 

11
2.

28
 

14
6.

90
 

54
0.

31
 

10
. R

.N
. B

ha
lo

tia
 

4.
65

 
4.

65
 

11
. G

ur
u 

M
th

er
C

on
st

n.
 

40
.6

5 
40

.6
' 

12
. 

O
ri

en
ta

l 
1.

56
 

J.S
6 

T
ot

al
 

4.
81

 
27

.7
5 

71
.4

4 
45

7.
91

 
95

5.
33

 
10

16
.1

7 
12

81
.3

2 
11

40
.2

1 
17

27
.2

4 
66

84
.1

8 



71. 
,?) 

, . S .2'1 Durin$ the ~vidence of the representatives of the Undertaking, 
the Committee pOinted out that the Board of Directors of Coal India Limited 
in its meeting held on 12th May, 1981 rejected the proposal of EeL for 
engaging contractors for hire of Heavy Earth Movmg Machinery on the 
ground that "the present level of utilisation of HEMM leaves considerable 
scope for improvement. " "f.l1e Board also instructed termination of all 
such mining contracts by 30th June 1981. Despite this the Undertaking 
had been continuing the contract for hire of HEMM. CMD, ECL stated 
that the Board decision was further reviewed in the next sitting of the BC'ard 
of CO:lI India Ltd. The extracts of n1inutes of both the sittinss,. furnished 
by ECL, are as follows: 

"The relevant extract from the draft minutes of the 36th meeting 
of Board of Directors of CIL held on 12-5-Hl and circulated with 
the agenda for 37th meeting under item 36.S(A) is as foHows:--

Eastern Coalfields I.imltcd 

1. Hiring of HEMM---Rs. 7.15 crores. 

Since the present level of utilisation of HFMM leaves considerable 
scope fOl improvement, and in view of the heavy inve~tment proposed 
during the year, hiring otlt$ide equipment should not continue, 
However, since a notice period for tennination of the existing contracts 
would be needed, the biring should be stopped by 30-6-198]", 
The relevant portion of confirmed minut~s of 36th Board Meeting is 
as follows: 
"Item: No. 37:2 Confirmation of the Minutes of 36th Meeting of 

the Board of Directors of Coal India Limited held 
on 12th May, 1981. 

The minutes of the 36th Meeting of the Board of Directors of Coal 
India Limited held on 12th May, 1981. as circulated a!ongwith the 

. agenda were confirmed subject to the following modifICations: 

The Bonrd while confirming the minutes of the 36th Board Meeting 
observed 8S follows: 
2.2A 
The hiring of Heavy Earth Moving Equipment should be minimised 
till a detailed guideline 'is prepared by Coal India defining the basic 
postulates for hiring Heavy Earth Moving Machinery by the Subsidiary 
Companies. A separate guideline should be laid down for hiring 
of HEMM equipment, for production, despatches and other purposes . 

. Chief of Production Division is directed to prepare a guideline in con-
sultation with the Subsidiaries and place before the Board for the ap-
prova) of the Board in their ned meeting. 
2.2.5 
The Board further directed that pending finalisation of guidelines, 
CMD of each Company should review the utilisation of the HEMM in 
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his Company vis-a-vis deployment of the hired HEMM and a com"re-
hensive report should be placed before the Subsidiary Board." 

S • 22 When asked whether the Board of CIL had not asked for stop-
ping of hiring HEMM. CMD, ECL replied: 

"To my knowledge not. Although in i982-83 we stopped two 
contrat-'ls but it was not in pursuance of this directive. I would like 
to submit, Sir, that it was noCa directive by the Coal India Ltd. Please 
take the spirit of the entire resolution rather than going by words. I 
agree that spirit is to minimise." 

5.23 The Committee further pointed out that in 36th meeting of Board 
of CIL it was clearly stated that companies should totally stop the hiring 
while during 37th meeting while confirming the Minutes of 36th sitting, 
the Board only observed that the hiring should be minimised. To this, 
Director (Finance) of Coal India Ltd. stated: 

"I would say that it is only a drafting mistake." 

'5.24 Asked whether the guidelines regarding hiring of equipment was 
brought before the Board of CIL as desired in 37th meeting of the Board, 
the witness stated: 

...... As far as the guidelines are concerned, these were examined 
and brought before the Coal India Ltd. Those were approved and 
circulated to our subsidiaries. These were finalised in the 39th meeting 
of the Board on 18 September, 1981." 

5.25 The Committee further pointed out that in terms of guidelines 
for hiring the equipment, the Company was to reduce the hiring to minimum, 
however the cost of hiring of HEMM by EeL was increasing year after 
year. When asked about the reasons for the increase in the hiring cost of 
HEMM, the CMD, EeL stated:- C 

"As regards the hiring of equipment vis-a-vis the guidelines which 
have been laid down, basically we are hiring the equipment where 
patches are small and which are not economical for the departmental 
machines to excavate, or, in one or two cases where sanction has not 
been made available and advance action has to be taken. In such 
cases wehave taken a decision that instead of waiting, we better remove 
O.B. at some of the small patches to expose coal so that the mine is 
ready as soon as the sanction is received." 

5.26 The Ministry infol'.lned the Audit in October 1983 as foUows:-
"As a general policy the Company should avoid hiring equip-

ment. The company would be asked to look into the indi<ridlal QIe 
and fix responsibility." 

5 .27 The Committee enquired as to why the Government instructions 
were not being followed by EeL. CMD. ECL stated as foUows:-

"It was stopped at one or two places but reviewed later on." 
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5.28 Asked about the ~ecessity for hiring - iJEMM. the witness 
teplicd:-

"The question of hiring of equipment came from-some experience, 
because there are some patches which can be operated with small 
equipment." -. 
The witness further added:-

"The guidelines are being adhered to but basically hiring depends 
on two fact<'rs. Firstly, it is done in those cases where the patches 
are too small or are uneconomical to be operated by the Company. 
That is the basic factor." 
5.29 The Committee pointed out that on the one hand Company's 

own equipment were grossly under-utilised and on the other hand the cost 
of hired equipment increased manifold. When asked as to what steps had 
been taken to improve the utilisation of departmental equipment, the CMD. 
ECL replied as follows;-

"The departmental equipment were not being fully utilised to the 
extent that the worksltop facilities were not available bel!ause one of 
the workshop was not aHowed to operate because there were local pro-
blems and recruitment at one time had been banned; still no persons 
are available within th: manpower avaiJable. Because of these two 
or three reasons, it was difficult to maintain the equipment at a high 
pitch. These difficulties were gradually removed, partially. We 
have also <;ontracted with suppliers like BEML to repair some of 
of our equipment. To that extent the production from our equipment 
has also gone up to some extent-not very much but to some extent." 
5.30 The Committee further pointed out that in regard to dehiring of 

HEMM. Chairman, Coal India also gave instructions to ECL on 24th 
March, 1984 that hiring of HEMM should be stopped in three stages i.e. 
first stage by 1-4-1984 the second stage by 1-7-1984 and last stage was 
30-9-1984 in respect of certain cases. Asked about the implementation of in-
structions of Chairman, CIL to stop hiring, CMD, EeL state4 as follows:-

"This is an inspection note. Suppose the Chairman comes on a 
visit. I also say a lot of things. If is recorded. Then the pros and cons 
are discussed." 

5.31 When further asked whether the instructions issued in inspection 
were not required to be implemented. the witness replied :-

"Sometimes it will be a suggestion and sometimes it will be an 
order." 
He added ;-

"We discussed and decided what are the suggestions and what 
are the orders. If you still say that it is to be done, we will do it." 

5.32 When the Committee desired to know the steps taken to reduce 
dependency on hiring equipments, the witness replied :-

"For the -equipment which are departmental. at earlier stages. 
we did not have the availability of good worbhop and other trained 



80 

pcnonnel. We have improved these things. The availability of equip-
ment has also increased compar¢ to the previous times and as a 
result, the over-all production on the open cast mines is gradually 
increasing both fr~m the departmental and from thccontractual sides. 
The total production has gone up." 

5.33 The Committee further enquired whether any study had been 
done by the undertaking to assess the economy of departmentally run 
machines and that of hired HEMM. The witness then stated :-

"I do not have the exact figure of expenditure on maintaining 
it but in the mines w!lere we were utilising this hired equipment, our 
cost was comiog to about Rs. 100 to Rs. 120 per tonne of Coal whereas 
in the case of departmental machines, it is coming to Rs. 160 to 200 
per tonne. 

In regard to cost of hired machines the witness stated : 
"Basically, the hired equipmeot shouJdnormally be costing 

around Rs. 22-30 lakhs but one full set of equipment will cost around 
Rs. one crore, and the bigger set of equipment will cost from Rs. 
2-1(2 crores and Rs. 3 crores." 

Subsequently, in a written note, E~L has intimated that : 
. "If the patches being worked by hired HEMM are to be worked 

departmentally, following set of equipment will have to be deployed 
on each bench of patch-hydraulic diesel shovel for loading, 8 tonnes 
dumps/tippers for transporting, Dozers for levelling, drill and com-
pressor for drilling. 

One set of such equipment alongwith its cost & capacity is as follows :_. 

Equipment 

Diesel Sh!,vcl . 
0.9M· capacity 
8 tonne tipp;rs 
Dozer200HP 
Drill 115 mm 
Compressor 

Numbers 

5 
1 
I 
1 

TOTAL 

Costin Rs. Annual 
lakhs as per 
Stalidard pr icc 

aa~lty on 3 
shift basis In 

list CMPDlL LaI(h M' 
June '86 

25.3· 1.35 

15.0 1.61 
24.3 
19.0 
3.0 

86.6 

Each set will be able to excavate "I .35 lakh M' annually at opti-
mum utilisation. During 1985-86, 61.54 Jakh M8 excavation was done 
through hired HEMM. To achieve this 61.54--1.35 i.e. 46 sets of 
equipment shall be needed which will cost Rs. 39.84 crores. 



R~. 

.8i 

Direct recurring expenditure per set of equipment is likely to be 
66.53 lakhs/year. 

Tbllitecllrring expenciture for excavating 61.54 lakhs M" will 
be As. 30.60 crores. 

Actual expeoditure dUrill8 1985-86 on hiring was Rs. 17.27 
crores." . 

5.34 When,a?ked abou~ t.he views. Q.f holdin~ company (ClL) in· regard 
to .economy of hUlIlg of equIpment, DuectC!!, Fmance (ClL) stated during 
Cl'Vldence as follows" ;-

".. .. .. I have .I!-sked the Chief of Finance of ECL last month 
to make a COSt. analysis of hiring of equipment of minityl of c<1al as 
aga~nst utilisat!on of our own equipment.· Itven· if certain types of 
eqUIpment are In short supply. I have asked him to workit out tho 
cost of purchasing and using them against the hiring the equipm'ents . 
.. .... .. What I have said was that we should have a mere intensive 
study on this aspect." 

5.35 The·Committee further pointe_d out that most cf the c~ntractors 
engaged for HEMM were the same durIng the last9 years and enquired 
whether tenders were invited annually for giving ccntracts. The CM,D, 
ECL, stated that "the contracts are continually renewed. For that we are 
n:)t calling tenders." 

5.36 To a query that once a contract was awarded was it renewed 
in subsequent years, the witness replied : 'Yes, Sic.' 

5.37 When asked about the rates, the witness stated that: 
"It rem'lins the same, In 1984, we retluced it to aboutj50 paise or 

so. But the rates·are the same, except the escalation." 

5.38 When the Committee wanted to knGw whether it would not be 
better to call tenders periodically, the witness explained that: "After our 
last meeting. with you, we de;;ided alongwith our colleagues-not to have 
anl teooer ... ·· 

5.3!1 During evidence de the Deptt. of Coal the ~?mmittee· pointed 
out that as against the Ministry's instructions te step hlC1ng. the Company 
has been engagi1\t HEMM from privde' c0nt[n.cter~ .. Asked about the 
r~tion of the M,inistry in this regard. the representative of Department 
of Coal then ·sta.ted : 

"This question of hiring of equipme.nt wa.s ,:~nsidered in Sep-
tem!>cr l!18l by the Coalln1ia Board whIch saId we.can lay down 

~ ..... somc guidelines under which these arc more extraordlBa~ than !he 
normal. If these guidelines could be ~t, ~hcn you can. hIre equIp· 
ment: Not otherwise." Some broad/guIdelInes were laId down by 
Coal India Boai-d' in September 1981." l. 

<4 L'loS!8 7-12 
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The witness added 
, "Althouih initially the en, Board tool' the view but subseqnently 

the CIL B:lard itself reviewed its earlier decision on 12th May, 1981.u 

5.40 When, pointed out that in 1983 the Ministry .had. ~ked ~he 
Company that as a general poli9Y the Company should avvld hmng equIp- . 
ment, the witness s~ated :, 

, "Even nJW the P)\icy is n:>t to ellC"luragehiring." 

Explaining it further, Additional Secretary Department of coal 
stated as follows :-

"As a gCl1~ral pCllicy Secretary cf the ~inistry had given cut 
that we should Mthire private machinery and the ECL Board had 
also discussed this in its meeting. But there were certain exigencies 
of the situation and t,ley had to increase prOduction, Particularly, 
the patch dCPJsits-there the production could be inCreased easily 
and tMy thought that hiring of private machinery would be very 
helpful. Secondly, patch dep:Jsits are away from the main mines 
and our own heavy C<1.rth m"lving m'lchinery wculd not be suitable 
for that. Thirdly, tne contractors whose machinery is hired would be 
able to'do it mure e::onJmicaIly according to a study done instead of 
our putting a separate unit there." 

5.41 When p)inted out that the MinistrY had asked for fixing the 
rosp:>n.iblity for hiring equipment, the witness replied :- .-_ 

"The Ministry's representative here agreed that as a matter of 
p:>licy, hiring of equipment should not be done. Even tOday that is 
the policy of the department. As a general rule" we would like to 
discourage hiring of equipment. The so~led fixing of responsibility , 
related not to hiring of any equipment in general but there was a 
particular case of some over payment." 

5 .41 The Committee note that ECL has invested Rs. S03 .18 aores upto 
the end of 1984-85 on the pnrcbase of plant and madliDery to bnild up pool 
plant capacity. However, the Committee have observed that during the last 
3 years, the nomber of machines actually working has by and large been lower 
daan the nomber of machines available with the.Company; These mdnde showeis, 
scrapers, dumpers & dozers which are in the category of heavy earth moviBg 
eqaipmcat aud nsed in dilferent opeacast mines of tbe Company. The COmmittee 
also fiDd tbat taking into considerlltion the working conditio. prevailing in the 
opeacast projects of the Undertaking the CIL Is reported to have estimated the 

, sYltem capacity of the scrapers as 72 % of total operatahle excavation capacity 
of machines. Tne ClL has also assessed that based on actnaI 1I'0rkiag conditions 

, the actual utilisation should be !Ibove 90 r... But the capacity utillsadOll trend 
aas, mnained almost stagDllDt or even deteriorated hsdicating that the ntilisatIon 
of iDfrastructl!le for all tbese years has oot been COllUlleDSUrate with the 
lDcreue In tbf popnIation of HEMM. 



5.43 The percentllge of actual output of Heavy Earth MoTing Macbiuery , 
,(H&\fM) tostimdard output fixed by the Review Committee of CIL is reported 
to have decreased from 107.7 in Im-78 to 59.6 in 1985-86. The percentage of 
Idle time to total shift hours ofHEMt)f also rlUlged between 40. 85a.'lIl 77.75 
doriogt1le last 3 years ending 1985-86. In many open cast projects excessive 
deployment of HEMM is Iaso reported as compared to the provisions made In 
feasiltIHty reports of the projects. Apart from the HEMM equipm.ent, the 
ntilisation of underground equipment was also very low and in some cases it 
was less than 30 %. The main reasoos advanced by the Management of ECL 
for low utilisation of macbines are stated to be lack of back up supporting faci-
lities like workshops, spare-parts facilities, skilled man-power and power pro-
blems. Some measures are reported to have beeil taken recently by the Manage-
ment to, augment the capacity utilisation of machines and as a result thereof 
there has been some iQlprovements. The Committee desire that in order to redw:e 
cost of production of coal and to achieve higher production urgent efl'ective 
measures are still required to be taken for: the maximum utilisation of available 
equipment. In no case the equipment should be allowed to remain idle or unuti-
lised. Equipment found unsuitable for actual mining work in ECL should be 
tranSferred at the earliest for deplo~eut in other developmental lI'orks. 

5.44 The review of HEMM of ECL conduded by the Coal India Ltd. 
in March, 1983, has also revealed that there has been improper acquisition of 
equipment as the Undertaking did not have sufficient or proper geological data 
at the time of selectiou of equipment. For e~ample the projed provision was for 
'scrapers-dozer combination only whereas later ou it was realised that shower 
dumper combination alougwitb scrapers for top soil would be more beneficial. 
The Committee take a serioull note.of the mismatching of the equipment due to 
wroug specifications resulting in under or nou-utilisation of the equipllleut and 
blocking of scaree funds. It is really surprising that ECL in spite of its long 
standing in the field could not visllalise proper requirment of equipment suited 
under the geo-mining c()nditioDS and selected a wrong combination of equipment 
i.e. scrapers and dozers whereas showel-dumper combintion alongwith scrapers 
was considered more beneficial for top son, resulting in the deployment of un-
suitable eqUipment in projects. This in Committee's view is a clear case offailure 
on the part of Management and should be probed into witb a ,"iew to fixing res-
ponsibility for this lapse. The Committee also recommend that the Company 
should review the usefulness of available equipment and tr:lnsfer the surplus or 
idle equipment to other developmental works where these could be gainfully 
utilised. ' ' 

_ 5.45 The Committee'are distressed to point outtbat even though utilisation of 
HEMM has been much below the actual capacity, the Compan;' has been cngalng 
private HEMM at huge cost which increased from merely Rs.4 _ 8 lakh'! in 
1977-78 to as much as Rs. 17,27 crores in 1985-86. The Company paid a total 

_ amolIDt of Rs. 66.84 crores for hiringHEMM between 1977-78 and 1985-86. 
In this connection, the Board of Coal India Ltd. in their mectingl!cld on 12 May, 
19111 is reported to have rejected the propOsal of ECLfor engaging contractors 
for hiring HEMM on the ground tltat "present level of utiIisati09 of HEMM 
leaves considerable scope for improvement." The CJL Board is also reported 
to haV(l instructed the termination of such mining contracts by 30-6-1981. Des-
pite this, the ECL contilUled such contracts ar.~ iI:-ffi p.r,. 882,74 lakhs and 
Rs. 887,56 lakhs in 1981-82 and 198:z..83. respectively. 
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~. 46 In this connection, the Chairman of ECL informed the Committee 
daring evidence that in the subsequent meeting of CIL Board, it was decided 
that the hiring of HEl\L\1should be miuimised tin the detailed guideline was 
preparecl by CIL. When the Committee enquired during evideBal wbetber or 
not the ECL was asked by CIL to stop hiring of HEMM, the CMD of ECL 
stated, "To my knowledge not •..•• a1though in 1982-83 we stopped two contrads 
but '* was not a directive of Coal India Ltd." 

5.47 The Committee arc not at all happy over noa-implementation by 
ECL of the specific decision of CIL Board for stopping the hiring of HEMM 
from 30-6-1981. Unfortunately, CIL Board lJlso changed their stand in a 
subsequent meeting fro:n total stopping to minimise the hiring of HEMM. 
Th~ Committee are aho surprised that CIL did not issue any directive to ECL 
witb regard to stoPIling of hiring of HEMM as was stated by CMD, ECL 
during his evidence. As a result, the EeL neitber stopped nor minimised the 
hiring of HEMM. On the other hand, it has been increasing year after year. 
The Committee 'also do not acc~pt the contention of CMD, ECL that 
Coal India decision to stop the hiring of HEMM was not received by them. 
The Committee feel tbat since the CMD, ECL is a niember of the Board of 
CIL, he is a party to the decisions taken by the Board and should have imple-
mented the decision of CIL Board without waitillg for any further directive 
from CIL. He is also reported to have turned a deaf ear to the oral instrnc:tious 
of Chairman of CIL given on 24-3-84 to stop hiring in three stages by 30th 
September, 1984. 

5.48 The Committee also find that some of the contractors engaged by 
ECL for hiring of HEM:'J: have been wo.king in the Company right from the 
beginnin,:. There are ca~es where the undertakiug has been hiring equipment 
from some of the firms which are owned by the same set of proprietors operat-
log firms with different names. The Committee were stunned to hear from 
CMD, ECL during evidence that no tenders were invited for awarding the 
,contracts. Cootral'ts once given were renewed year after year. The Commit-
tee may not be wrong in bdieving that the continuance of the same contractors 
year after year without proper tendering system has not developed some vested 
interests with the connivance of officials of the ECL. The Committee, there-
fore, recommrnd that the whol~ matter regarding to the hiriug of HEMM 
by ECL. continulng of the sam~ contractors from year after year witbout tell-
dering system. revision of the earlier decision of CIL Board from total stopping 
of hiring of HEMM to ,minimising the hiring shoul" be thoroughly got investi-
gated by Govt. through IIJl indepcnd ~nt expert body within a short specified 
time. The Committee may also be apprised of the result of tbe enquiry within 
six months of tile presentation of thdr Report. 

5.49 During evidence, the CMD, ECL also informed the Committte 
that with th~ hiring of HE:\I:\1, the cost of production per tonne was about 
Rs. 100 to Rs. 12J whereas the cost of pmduction per tonne with the depart-
m:mtal m :cbine was about Rs. lGO to 2CO per tonne. The Committee are not 
convinced tllat the hiring of HEIDI is morc economieaI as compared to work-
ing of departmc!1tal macbin~s. If the :l!1ulys!sgivc-n to the Committee is 
correct, the very basis of the nndertakiilg.purchasing eqnipmeuts at huge costs 
would become unsound and need urgent review. Tue Committee feci that 
wbell private co~tr .tetors can operate at a lesser cost,· there, is no reason why 
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the Undertaking C8IIIlot also do the same. The Committee feel that the MiDis:. 
try has also not shown its involvelllent lIr i!1terest in this respect. The Commit-
tee hope that the Department of 'Coal 11'111 now look into the matter in depth 
and gut_the Undertaking in the right perspective. The Committee 1I·m like 
to be informed of the action taken in this regard within six months. 

5.50 The Committee have also found tliat although the equipment have 
been working for a long time in certain mines, the basic workshop facilities for 
unit workshops have not been provided in spite of the fact that the provision 
for these facilities existed in the original project reports. As a result, most of 
the repair jobs including over-hauling of engines, are being got done from out-
side as expertise of the same .has not fully been developed by the Undertaking 
as yet. Similarly, the down time of the equipment is also excessive because 
repair time is more which is dne to non-amiJability ofspare parts and skilled 
man power. The Committee desire that immediate steps should be taken by 
ECL with regard to standardization of equipment, establi~hm('nt of rrgieral 
workshops or HEMM, training of engine£r5 and inhouse training for wor1.us 
to buDd op a .pool of skilled workers. 

5.51 The Committee are also surprised to find that the value of 1i0-
Installed machines whfch were of order of Rs. 45.33 crOTeS in 1982-83 have 
increased to Rs. 62.11 crores in 1984-85. This isregrettable from two angles. 
First snbstantial capital of the Undertaking is blocked without getting any 
return. Secondly, tbe Committee bclie"\l that non-installation of machinery 
shonld be compelliug the Undertaking to have certain works executed through 
private contractors at a cost which could be saved with installation of the machi-
nery.' The Committee need hardly stress that Company's present financial 
position can ill-alford non-installations of costly machines. ' The Committee 
urge that the Company should work out a time bound programme for the ins-
tallation of all such machines as are lying nninstaJled with the Company. The 
Committ~ would like to be apprised of the details of each of the machines Iyiag 
uainstalled together with the dates and cost of thei~ purchl!sing, the loss suff-
ered by Company on account of their nou-utilisation etc. withiu three months 
of the presentation' of this Report. 



CHAI'TER \'1 
MANPOWER ANALYSIS 

A. SlIrplJU Mllllpower 
6.1 The total number of employees of ECL as on 31 March 1985 wall 

1,90,830 out of which 2698 were executives and 1,88,132 were non-executives. 
The surplus manpower in 1978 accordin~ to ECL was 9,000. The Baveja 
Committee, which reviewed the economics and cost of production in the 
coal companies stated in ·1978 that coal industry had made no scientific study 
in regard to the quantum of surplus manpower in various categories. Accord-
ing to Audit this study had not been conducted by the Ministry/Coal India 
or ECL so far. 

6.2 During evidence of the representatives of the Company, the 
Committee pointed out· that according to Chari Committee the manpower 
in the company now increased from 1,74,006 in 1975-76 to 1,90,830 in 1984-
1985 whereas the production fell (rom 26.18 million tonnes to 24.03 million 
tonnes during this period. When asked about the reasons for increase in 
manpower, CMD, ECL stated: 

"Since 1982 onwards, there has been no recruitment beyond the 
rules. And the rules provide that if a person is declared invalid before 
he retires, then his dependent sbould be given employmmt. If a per-
son dies while on duty, naturally his ward is to be given employment. 
If we take over any land, then we have to give employment to the 
people who are displaced from that land. In additIon, we ha~e also 
taken over some workshops along with their employees. So, the 
work force will definitely SO up. We have also taken the Welfare 
Department of the Government. And because of that also the work 
force has increased." 

6.3 When pointed out that tbe Company should have scientific system 
of utilisation of manpower, he stated: 

"There is a system of mining. Every year, a plan of surplus ant1 
shortage of manpower is prepared. It is possible to reduce the ma·· 
power by changing the layout of mining. For example, in most of 
the places we are doing manual loading. It is possible to reduce 

the manpower there provided we put a coal handling plant there. But 
then the question is what to do with the surplus men. That is the . 
basic question that has been hitting us." . 

6.4 On being pointed out by the Committee that Company's approach 
in regard to m:mpowcr should be based on economic viability, CMD •. ECL 
replied: . 

"I know that we have got surplus men. Then we have rules under 
which we have to take persons; othemise, there will be 
industrial disputes." 
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6.S Asked about the stepS taken to minimiSe the lurphll manpowct, 

the -CoJqpany replied in a written Dote as follows:-

"The requirement of manpower at new projects will be partly 
met from the surplus manpower available at other collieries. 'Few 
more projects are expected to be approved by the Government during 
this year and these projects have to be developed to yield production. 
by the year 1989-90. If these proejct are approved, the existing aur-
plus manpower will be deployed at these mines also." 

6.6 Chari Committee appointed by the Government to reiew the 
working of ECL reco~endcd that about 50,000 persons who are consider-
ed surplus should be retrenched unless they can be effectively deployed at 
new projects or to make up wastage with a view to make ECL profitable 
concern. Asked about the action taken on the above recommendation, 
ECL replied in a written note as follows : 

"Steps have already been taken to release surplus manpower to 
other Subsidiary Companies as per their requirement. The Chari 
Committee also recommended that there should be suitable re-deploy-

. ment of surplus manpower and action should be taken for transfer- and 
retrenchment. Action has already been initiated for redeployment/ 
transfer as stated above. As regards retrenchment under the prc~nt 
conditions, it may become difficult." -

6.7 Chari Committee has also stated that after the Ba~ja Committee_ 
Report, the administrative Ministry issued instructions to - Coal India Ltd. 
and its subsidiaries, between April, 1978 and June 1979 to regulate the finan-
cial burden imposed by surplus staff. Salient features of these instructiollli 
are ao under : 

"(i) All posts lying vacant at the time of issuing the orders were to be 
considered abolished. 

(ii) The delegation of powers below Board level, for the creation of 
new posts, including those for sanctioned new projects was with-
drawn. 

(iii) The _ point of entry into a coal company was to be in the position 
of coal loader/miner. 

(iv) In-service training was to be started for miners, to deploy them 
against vacancies in highly skilled posts in future. Similarly 
miners, who on account of their age, had ceased to be productive 
as such, were to be drafted to fill up ministerial posts ao far as 
possible. 

(v) Coal India Ltd. was to ensure that every year, about 10,000 sur-
plus/underutilised hands we,c absorbed in productive jobs, 
for ~eving higher coal productioD durilll the ensuin, five years. 

(vi) Filling up of any post contrary to the Government's orders would 
make the erring officer liable to compensatE for the resulting loss 
from ltis salary." 
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ht tbis connection, Chari Committee Report states: 
"If the average length of service' for a newly recruited coal mine 

worker is assumed to be forty years, icduction in mu.power on account 
of superannuation alone, should have been about IS % between 
1978·and 1984, Had the instructions of the Ministry been implement-
ed fully in ECL, theoretically at least, the Company should !)ave been 
able to effect to a reduction of 30,000 workers on this account. In 
fact, assuming the average age of the workmen on the date of na.tionali-
sation was forty (with twenty years of service still left), and there were 
determined efforts to contain the surplus, the total depletion in man-
power would have been considerably higher, 50,000 by now. Despite 
the unfortunate loss of control over inanpower caused by the National 
Coal Wage Agreements II and III ........ it should have still been 
possible to r.chie,·:: a siz~:!ble reduction in manpower". 

. 6.8 During evidence of the representatives. of Department of Coal, the 
Committee enquired whether the administrative Department ever made any 
study to identify the quantum of surplus manpower in the Company. The 
Additional Secretary, Department of Coal stated as follows :' . 

"A number of estimates hav.: been made but not very scientific. 
Now the study that has been done by Chari Committee is based on some 
mathematical calculations of output, dividend. by output per man shift. 
This is what they have come to the conclusion. So, 50,000 persons 
are surplus. ECl itself has done soine studies and 6000 to 7000 workers 
are surplus: At prescnt the Bureau of Industrial Costs and 'Prices is 
doing its jo.b of normatives cost and pricing and they have collected 
data from all the mines and they wiIlbe laying down the norms on the 
basis of which they will detemine as to how much surplus we have. 
This is the first scientific study, which is being done by the Bureau of 
Industrial Costs and Prices and its results will be coming in time. They 
were doing it for a very long time and we should be able to have a defi-
nite scientific basis for deterwining how much surplus labour we have". 
The witness added: 

"It is a loose analysis, done by . unscientific methods. What is the 
surplus, no one knows .. ; ... Soml!time, people calculate on the basi~ 
of the Ulan shift in other countries. That is, in this pountry the man 
shift is 0.5 or 0.2. In other couQ.tries, it is 4 or 5. On other hand, the 
manpower is surplus." .. . . 

6.9 Asked whether the Government would take some activn 
after receipt of BICP report, thewitness stated: 

"Yes. We will know definitely, ; This is the scientific study of 
each mine. By giving each and every data, they will come out with 
normative study." 
6.10 Wben further. asked as to when BICP would give its report on 

sUrplus manpower, . .the. witness replied: 
. . .: "Weare\vaftirig'far tYi~ study Wlii~li:has'been entrusted to BICP 

who have~n at it for the last:J.-1/2 yeard.· I think their report will 
be coming at any time now". 
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lJ. Payments of Overtime. and Fall Back Wages. 
6.11 In the case of piece rated workers, fall back wages are paid whert 

the Company is riot able to provide the workers with jobs. Overtime allow-
ance "'paid only to time-rated workers and other regular staff. Even 
though there is surplus manpower in the Company, huge payments of over 
time. allowance and full back wages have been made year after year. The 
amount of over-time and full bac:c wages paid·vis-a-vis expenditure on salaries 
and wages during the years from 1975-76 to ~985-86 is enumerated below: 

Year Overtime Fail Back Salaries %o~ % of rail 
payment Wages and overtIme back to 
(Rs. in (Rs. in wages to WBBeS crores) crores) (Rs.in salaries 

orores) 

1976-77 • 2.28 0.13 122.50 1.86 0.11 
1977-78 . 3.77 • 0.32 133.19 2.83 0.24 
1978·79. 6.29 0.74 146.60 4.29 0.50 
1979-80. 8.69 1.07 186.62 4.66 0.57 
1980-81 • 18.19 I.S5 216.48 8.40 0.72 
1981-82. 28.13 1.59 237.68 11.84 0.67 
1982-83 . 29.49 2.25 253.36 11.64 0.89 
1983-84. 23.03 2.54 327.63 7.03 0.78 
1984-85 . 32.64 3.00 360.89 9.04 O.Sl 
1985-86 . 21.20 3.10 400.00 5.30 0.83 

---.--
6.12 The Committee wanted to know the reasons for payment of over-

t~me enn though there was surplus manpower in the Company. CMD, 
. EeL replied during evidence as follows : 

"The rules are that anybody who works on Sundays, he will get 
double the wages though he get one days' off during the week. There 
are certain items which must work on Sundays." 

He added: 
"There was non-availability of enough power also. So, we had to 

work on Sundays also. The shortage of power was so acute that we 
could not meet the demand of the industries arid we had to operate the 
underground mines which costs lot of money. Iffor six days we do not 
get enough power, then probably we have to work on the 7th day also 
to get more production. This year we have not operated on Sundays 
for any underground mining. In addition to that there has been some 
wage revision and wages increase also. In spite of not working on 
Sundays, our production has remained steady on constant. " 

6.13 On being pointed out by the Committee that the surplus manpower 
should be utilised in such a manner that overtime payments could be avoided 
'To this, the witness replied : 

"Supposing there is a sh·ovel and we have four dumper operators 
and one shovel operator, and supposing out of these five persons one: 
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has fallen sick, then a surplus operator is not available at that time. 
So, the person who has worked in the previous shift has to continue. 
Similarly, 'in the case of winding engine khalasi also, if nobody comes 
in the next shift, then the previous man bas to continue and he has to be 
paid overtime",. 
6.14 Tbe Cammittee further pointed out that on Sundays, the wages' 

to be paid are just double tbe other days and that was not economically a 
good system. To this the witness admitted : 

"It is too cosdyand I feel it should nOl be operate.!. But then 
there are circumstances which compel us to operate it sometimes:' 
6.15 When asked about the reasons far payment of fall back wages, 

EeL replied in a written note as follows :-_ 
"The fall-back wages arc usu;,Hy p:tid when supply to under-

ground loaders cannot be made in time' due to power failure or other 
machinery break-down. Due· to erratic power supply the fall-back 
wages bas increased." 

6.16 During oral evidence of the Department of Coal, the Committee 
pointed out that the Deptt. had informed the Audit in October 1983 that 
instructions had already been issued to the companies to reduce overtime work 
to the maximum. However, the overtime paid in 1984_85 was the highes~ 
Asked as to why the instruction issued by Deptt. of Coal were not carried out 
by ECL, the Additiorial Secretary Deptt. of Coal, stated: 

"We have been concerned about the overtime payment.. In fact, 
as a result of our efficiency and economy drive, there ,have been strict 
instructions issued that it should be cut down considerably e.g, through 
stoppage of Sunday working. Overtime is limited only to skilled and 
semi-skilled workers. On Sundays, there is round the-clock -work 
going on." . 

, 6.17 When asked how the Department justified the payment of over-
time when there was surplus manpower in the Company, the witness stated:-

"Surplus manpower is not in those categories where overtime 
has to be paid, but in other categories. We have to pay overtime for 
statutory services, e_g. safety, welfare etc." 
Explaining as to why the highest overtime was paid -in 1984-85, the 

witness stated:-
"During that year, all Sundays were declared as compulsory 

working days, by Mr. Gujral who was CM.D. So, o.:ertime went 
up. Now we have stopped it." 

6.18 When pointed out that inspite of Sunday workings, there was 
no increase in production, he replied; 

"The Department of Coal is not is favour of Sunday' working, 
because we have found that Sunday working does not increase prOc 
duction. It affects work on other days. . So, we have ~topped it al-
together in 1985-86. More of Sunday working was there in 1984-85, .s compared to 1983-84." 
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6.19 When enquired whether the Ministry exercised any control over 
wage bill, the witness stated :-

"On wagcs we do not have any control. ........ Wages are deter-
mined between the union and the employers. They cannot be reduced. 
We havcreduccd the overtime and it has been reduced to Rs. 21 crores." 

6.20 The Committee regret to note that while manpower strength in 
the Company increased from 1,74,006 in 1975-76 to 1,90,830 in 1984-85, the 
production came down from 26.18 million tonnes to 24.03 million toones during 
the same period. TIle Committee have also observed that in pursuance of 

. Ball'eja Committee recommendations made in 1978, the Department of Coal 
is reported to have issued periodical advices between April, 1978 to Jone, 1979 
to the Coal India Ltd. and its subsidiaries to regulate the financial burden 
imposed by surplus staff. These ad vices inter-alia provided that "All posts 
lying vacant at the time of issuing orders were to be considered abolished.'. 

6.21 The Committee feel that had the instructions of the Ministry been 
implemented fully by ECL. the Company could have effected a sizable reduction 
of surplus manpower on a~ount of supp.rannuation alone assuming the average 
age of coal mine worker as 40 years on the date of nationalisation of the 
Company. Not only did the Company not follow the instructions. the Depart-
ment of Coal also failed to exercise proper monitoring to find out whether their 
instructions were being implemented by the Undertaking 01: not. The Com-
mittee strongly deprecate this all round failure which has resulted in accumu-
lation of huge excess of idle manpower. The Committee recommend that with-
out losing any further time suitable measures should immediately be taken to 
ensure proper utilisation of idle manpower tberebybringing down the operational 
cost of the Undertaking. 

6.22 The Committee have also been informed that if the Undertaking 
takes over the land, it is obliged to provide employment to one of the family 
members of persons displaced from their land. In Committee's view, this 
could be jnstified in circumstances where ECL has to recruit additional man-
power for its requirement. The Committee, therefore, desire that the Govern-
ment may consider the feasibility of making a snitable modification in the pre-
sent practice of providing employment to land loser. The Committee recom-
mend that in order to exercise effective control on the available surplns man-
power, adequate safeguards should also be laid down in granting such concessions 
in any future negotiations. 

6.23 The Committee have also been informed that the recruitment of 
manpower at new projects will. be met from the surplus manpower available in 
other collieries and for this purpose more projects are expected to be approved 

by Government during the current year. These new projects have to be developed 
to yield production by 1989-90. If these projects are approved, tbe slIrpllis 
manpower anilable with ECL would be deployed at the new mines. Tbe Com-
mittee hope that tbe Government would approve the new coal mines projects 
without any further delay and help ECL to transfer tbeir snrplus manpower for 
gainful employment in the new projects. 

6.24 Even though the Undertaking has heeo conscious of the fact that 
sll!l'~ manp:lwer was available with !hem right from the beginning, yet no 
SCientific stody was conducted to ascertalD the actual Dumber of surplus strength. 
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The surplus manpower which according to ECL was 9,000 in 1978 increased 
to as much as SO,OOO in 1985 as per Chari Committee's estimates. During 
evidence the Committee were also informed by the Department of Coal that 
calculation of surplus manpower so far was' based on loose 
analysis done on the basis of man shift in other countries etc. 
It is only recently that the Bureau of Industrial Costs and Prices (BICP) has 
been asked to make the first scientific stud,'. TIlis will be the scientific 
study of each mine and will provide normative basis. The report of BICP is 
expected an) time. The Committee hope that BICP would give their report 
at the earliest which will not only provide reliable data of exact number of 
available surplus manpower but 1\'i11 also help in transferring the idle maupo-
wer to other mines wheremanpo1\'er 1\'as needed. The Committee would· like 
to be apprised of BICP recommendations aud the action taken by Govern-
ment/Company thereon within six months of receipt of the recommeudations. 

6,25 The Committee's examination of ECL has revealed that inspite of 
surplus manpower available with the Undertaking, huge over-time aUowances 
and fall-back wages were paid by the Company year after year. The increase 
was very high during 1979-80 to 1985-86. 

In this connection, the Ministry are also reported to have informed the 
Audit in October, 1983 that instructions were issued by them to the Coal 
COGlpanies to reduce over-time work to the maximum extent but inspite of 
these instructions the amoullt of over-time paid was the highest in 1984-85 i.e., 
Rs. 32.64 crores as agaiast Rs. 23.03 crores in 1983-84. The reasoll for in-
crease in over-time payments arc stated mainly due to deployment of workers 
on Sundays/holidays and increase of payment of fall-back wages due to the 
fact that the Undertaking could DOt provide employment to piece-rated workers, 
as provided in Wage Board award. 

6.26 During the evidence, the representative of the Department of 
COlli also admitted that "Sundays working do not increase production. It 
fJects work on other days. So we have stopped it altogether in 1985-86." 
The Committee deprecate the violation of Ministry'S directions by the Under-
taking with regard to the payment of over time allowances for years together. 
The Committee are also surprised that the Ministry also did not take any 
lolllow np aelion to ensure the implementation of their directives to reduce 
over time work after their issuance. In Committee's view this is a clear case 
of failure on the part of Ministry to exercise an e1Iective control on the Under-
taking. The Committee recommend that concerted e1Iorts shonld at least now 
be made til reduce to the minimum, if not altogether eliminate tbe pa~'ment of 
ove:-time allowance, by deploying the existing manpower in a scicntifie 
manner. 



CHAPTER VII 
WORKING RESULTS 
(A) Working Reslllts 

. 7. I The ECL has been incurring losses since its inception. At the 
end of March, 1986 as against the paid up capital of Rs. 373.69 crores, the 
Undertaking incurred cumulative losses of Rs. 719.58 crores. The follow-
ing table shows the losses incurred by the Undertaking during each of the 
last 5 years ending 1985-86 : 

Year 

1981·82 
1982-83 
1983·84 
1984·85 
1985·86 

losses (Rs. in crores) 
---~--~---

92.15 
55.33 

127.88. 
13.65 
69.97 

-----~-------------- ----------------'---
7.2. The Department of Coal have advanced the following reasons for 

the losses ofECL : 

"Losses suffered by Eastern Coaifields Limited have been mainly 
due to the difficult geomining conditions, deep and old gassy mines 
which have become highly uneconomic, continued problem of law and 
order, inadequate and erratic power supply, somewhat surplus labour, 
delay in opening of new projects due to problems of land acquisition 
and obstructions by local youth wanting employment etc. Further, 
prices of coal are fixed by the Government for Coal India as a whole. 
The mines in ECL are predominantly underground mines whose· cost 
of production is high." 

7.3 Asked about the steady increase in losses from Rs. 55.33 crores in 
1982-83 to Rs. 127.88 crores in 1983-84, ECL stated in a written note as 
fallows :-

"The increase in loss from Rs. 55.33 crores in 1982-83 to Rs. 127.88 
crores in 1983-84 was mainly due to increased wages liability under 
NCWA-UI and general increase in the prices of inputs. During the 
year wages of the employees were revised under NCWA-IlI with re-
trospective effect from Jan'83. With a view to neutralise the impact 
of increase in cost of production, increase in selling price of coal was 
sanctioned by the Govt. w.e.f. 8-1-84, only. Loss suffered during 
1984.-85 was reduced to only Rs. 13.66 crores. This was achieved 
in spite of increase in wages (increment, D.A.), power rates, interest 
charges & other input cost, better sales realisation & measures to control 
cost also contributed to improved working results." 

93 
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7.4 During evidence, the Committee pointed out that the Coal pri~es 
were administered by Gov:mment and even then the ndertaking was m-
curring losses. To this CMD, ECL.stated: 

"Coal prices are administered or fixed on the basis of total cost. 
70 to 75% production comes from underground mines. There the 
cost is high and one has to balance it. Some will be on the piUs side 
and some will be on the minus. It '\Viii not be bringing out from the 
red. But we have taken steps to .control the costs and also have taken 
steps to further reduce the expenditure as far as possible in future." 

7.5 .Regarding steps taken to reduce the losses, he stated: 

"Some of the steps have been recommended by the Chari Committee 
such as closure 0{ un-economic mines. They arc 22 in number. 
Government has accepted that 12 mines should be closed down. We 
are preparing lhe scheme by which we could dose down these mines 
and the people involved are about 12000 persons. They have to be 
shifted and are to be utilised somewhere else. We have asked the 
West Bengal Government so that we can open new mines employ most 
of the surplus people. A\ the same time we have also taken step; to have 
a Golden Shake-hand scheme. They might like to go and take some 
substantial amount of money wjth them so that we can reduce the 
manpower. This is what we have suggested. For the balance mines . 
also we have identified. We are trying to produce better quality of 
Coal. We shift these people to these mines so that they can produce 
better quality coa\. We will be operating on Sundays. There will 
be people for production on Sundays. Similarly about the expenditure 
on different types some norms are fixed and we are monitoring the 
same. But the basic problem is our surplus manpower. This is where 
we have made some new schemes to utilise them." 

7.6 The Company have also informed in a written note furnished after 
the·evidence that the following steps are being taken to make the Company 
viable :-

(i) Improvement in production by opening new mines, re-organisation 
of existing mines and implementing small schemes. 

(ii) Improvement in production by ope~ing more smaU patch deposits 
by opencast. 

(iii) Re-deployment of manpower so as to improve productivity. 

(iv) Reduction in manpower by transferring to other subsidiaries. 

(v) Measures to control the variable cost. 

. 7.8 When asked about the losses for the year 1986-87 CMD, ECL 
informed during evidence that it would be between Rs.139 crOTes and Rs.l40 
~01'CS, 



7.9 The Committee then enquired as to why in spite of the various 
steps. to reduce the losses were estimated to be so high in 1986-87. 
To this, CMD, ECl stated: 

"When this amount of Rs. 140 crores was calculated, it consisted 
of al1 the steps that we wanted to take. Otherwise, it would have been 
much· more." . 
7 .10 During evidence of the representatives of Department of Coal 

. when the Committee enquired about the steps taken to reduce the losses of the 
Undertaking, the Additional Secretary, Department of Coal, stated: 

"As a result of insistance by the Prime Minister, at the highest 
level the Company has been asked to implement the action plan. This 
action plan has been·concretised. In this action plan we have laid down 
targets. We have also laid down the outlay that has to be given to the 
Company. We have also spelt out the various economic measures that 
the company has to take to reduce over-time. They must reduce inventory 
they must reduce expenditure on stores and other consumahles. They 
must also reduce man-power by not recruiting people to that extent 
when they retire. like that we have spelt out the entire action plan 
and it has been made binding on the company by a memorandum of 
understanding," 
7. II Subsequently, the Department of Coal in their written note 

have also stated that :-
"All out efforts are being made to reduce the cost of production 

by improving the efficiency of operations, by reducing 
administrative expenses. better utilisation of man and machincrj and 
by introduction of better management practices and technology. A 
decision has also been taken to close down some of the highly unecono-
mic mines based on the recommendation of the Chari Committee 
Report on ECL." 
7 .12 The Committee pointed out that according to the guidelines 

issued by Bureau of Public Enterprises (BPE) every administrative Ministry 
should review the performance of each undertaking under its administrativ.e 
control every quarter. Asked as to how many such review were undertaken 
by Department of Coal in case of ECl, Additional Secretary Department of 
Coal replied as follows: -

'·w~ have not been able to carryout the reviews every quarter." 
7.13 Asked about the number of such reviews during last 3 years, the 

witness replied that seven reviews were undertaken by the Department. 
7.14 However, from a note furnished by Department of Coal i, 

i~ seen that such review were held in October, 1983, October 1984, Dr.cember 
1985 and December 1986. Besides, Energy Minister had taken one Meeting 
in 1985 to review the performance of elL and its subsidiaries. 

7.15 In reply to query of the Committee whetber any instructions were 
issued to ECl arising out of quarterly reviews, he stated : 

"Yes, Ap:trt from the verbal instructions on the su~ject we send 
them t~e minutes of the decisions taken in the rowiew Committee." 



(B) Report of Ct!AG on Eastern Coalfields 
7.16 The Report of Comptroller &, Auditor General of India on 

Eastern Coalfields (part IV, 1983) was laid in Parliament on 25-1-1985. 
However, this Report was not placed on the Board of CIL or ECL.The 
Committee enquired from Coal India Ltd. about the system followed for 
taking action on C&AG Reports and whether that system was properly 
followed in case of C&AG Report on ECL. CIL replied in a written note as 
follows :-

"Under the existing practice the reports of COmmittees set up 
by Government of· India' and other authorities including CIL are 
submitted to the Board of Directors of ClL for consideration: The 
Board of Directors after deliberation on the reports normally cons-
titute a Committee to review the recommendations for implementa-
tion. The Reports of Comptroller & Auditor General of India on 
Eastern Coalfields (1983), however, was not formally brought before 
the CIL Board." 

Director, Finance (CIL) also stated during evidence :-
" ........ It is not that the procedure does not envisage that it 

should not be brought before the Board, but factually I have foupd 
that this has not· been done." , 

7.17 The Committee further pointed out that Committee on Public 
Undertakings in their 49th Report (7th Lok Sabha) had recommended 
inter alia, as follows :- . 

"TQe C&AG's Report (Commercial) is presented in several 
parts in addition to his comments on the accounts published in the 
Annual Reports of the undertakings. There should be some automatic 
follow up action on these by the Ministries. These should be reviewed 
for suitable actio\l at the periodical performance re.view meetings 
and at the time of review of the working before laying the Annual 
Reports before Parliament." . . 

7.18 While a«epting the above recommendation of the Committee, 
the Go,:ernment replied :-

"Government accept this recommendation. The administrative 
Ministries have been advised to take note of the recommendation 
while conducting the periodical performance review meetings and 
before laying the annual reports ofthe Ministries before Parliament." 

To this, Director, Finance, CIL atated : 

"We will rectify the mistake in not bringing it before the Coal 
India Board so far. Now that we came to know that this has no! 
been placed before the Board for action ...... We will ensure that 
it is brought before the Board now and whatever directions have 
~n issued and ,ccepted by the Government as regards the progre-
ssmg of these things, we will ensure that this is complete." 
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7.19 During the course of evidence of the representatives of ECL 
when the Committee enquired as to why the Audit Report was not placed 
in the Board of ECL for taking necl!ssary action, CMD, ECL stated as 
follows ;:-

"This Report was discussed by ECL, Coal India and then at the 
Government level. But it was not officially discussed in the Board." 

7.20 Subsequently, from a note received from ECL it is revealed that 
Audit Report was placed on the Board of Coal India on 23rd October, 1986 
and in ECL Board it was placed on 1st December, 1986, i.e. after the Co-
mmittee was seized of the matter and enquired about it both from ECL 
andCIL.w . 

7.21 During evidence of the representatives of Department of Coal, 
the Committee enquired about the reaction of the Department for not 
placing the Audit Report before Board of CIL/ECLfor appropriate action. 
The Additional Secretary, Department of Coal stated : 

"The Report of the C&AG was taken by the Government very 
seriously. In fact, I was sitting with the Secretary when the report 
was received by him. He told me what revelations had been madc 
by this report and he said that we should go thoroughly into it 
and ask the information from the ECL. Immediately a lettcr was, 
sent both to Coal India and ECL for their comments. But unfortuna-' 
tely, they have placed it in their boards only recently. That is a lapse 
on their part." . 

7.22 Asked about the action taken by .Government on the Audit 
Report, he replied :-

"As far as the Government is concerned, as soon as the report 
was received, it was considered thoroughly and on the basis of that 
report the Government decided to set up the Chari Committee. Its 
findings were gone into both by ECL and Coal India. Thereafter, 
the boards went into it in details and sent their comments to the 
Government. 

7.23 When asked whether the Department asked any explanation 
from the CIL or ECL for this lapse, the witness stated 

"We have not done that." 

7.24 The Committee regret to note that the ECL bas been iDCDlTing 
losses since its inception and tbe cumulative losses of tbe undertaldu~ at tbe 
end of 1985-86 stood at Rs. 719.58 crores not only wiping out it~ eatlre paid 
up capital of Rs. 373.69 but al<;o addiDg a furtber deficit of nearly 345.89 
crores. Some remedial steps are reported to have beeD taken by the underta· 
king to improve its working results and to reduce 1_ IIut insplte of these 
remedial steps the losses of the undertaltlug are reported to be around Rs. 
140 crores for tbe year 1986-87, breakilll all previous records. The Committee 
take a very serious view of tbese mounting losses. Tbe Committee are co. 
vineed tbat tbe undertaking bas failed to take realistic corrective measures to 
improve productiou performance, to reduce cost of production, to optlmbt 

4 LSS/87-14 
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the produetiYity of manpower and to optimise maddoe atilisation. ID the 
abIence aDY CODCerted efforts in this direction, the chaDCe5 to achieve break-
eveD point and come out of the red in the Dear future are fery bleak. 

7.25 The Company's Examination by the Conunittec ha.~ also revealed 
that tile Department of Coal bas Dot given proper attention to a sick nnit 
like ECL. Acconlillg to the guidelines is.."t'ed by RereaD of Public EDterprises 
every administrative Ministry shOnld review the perfOl'JIUIIlCe of each nnder-
takin& ander its admiuistrative control ner:v quarter. Ho"~ver, the Depart-
meat of Coal, bad lIDIIertaken only one s!K1i review during each of the last 
4 years. The Department of Coal has also admitted in evidence that they 
have not beeD able to carry out the review every quarter. The Committee 
take a serious view of tbis lapse on the part of tbe Department of Coal and 
feel ~t had the Department cllrl'ied out the quart,edy reviews g( the uoder-
taking regularly and given proper directions to tackle the problems faced 
by it, the "orking results of the undertaking would han been altogether 
different. The Committee hope that the guidelines of BPE would be meticu-
loII!lIIy follolH,-d in future lJ~ the Department of Coal in re~pect of the under-
takings under its administrative control. 

7.26 The Committee are distressed to DOte that inspite of th~ fact that 
the Government had accepted the recommendations of the Committee on 
Public Undertakings contaiDed jn their 49th Report (1982-83) that there should 

, be automatic folio" up action by Ministries on C&AG Reports, the C&AG 
Report on EeL which was laid before Parliament in 1983 was not formally 
brought before th~ Board of CILjECL for appropriate action nntil this Issue 
was taken up by the Committee. In fact when the Committee raised the point 
during e"idence, Finance Director of CIL assured the Committee that "We 
will rectify the mistake in not bringing it before Coal India Board so far." 

7.27 It was only after the Committee pointed out this lapse on 7th 
October, 1986 daring the course of evidence of representatives of EeL; C&AG 
Report was formally placed before the CIL Board on 23rd October and ECL, 
Board on lst December, 1986. No explanation of CIL and ECL in this regard 
seems to have been taken by the Department of Coal as "as admitted by tbeir 
Additional Secretary during his evidence when he said "We have not done 
that." The Committee are sorry to find that acceptaace of a recommeDdation 
of this Committee "as on paper oo1y and was never followed up in practice. 
The Committee have to express their displeasure over this lapse on the part 
of ECL, CIL and also the Department of Coal. The Committee hope that such 
a situation would Dot be allowed to occur in future. The Committee also desire 
that the C&AG Report on ECL should be reviewed by tilt: Department of 
Coal aod the corrective action taken on the poiDts raised in the Report sboald 
be commanicated to Audit IIIId also the Committee 00. Public Undertakings "'thin Dext six JDODths. 

15 A.prj/, 1987 
25 Chaitra. 1909 (S) 

K. RAMAMURTHY, 
ChairmaJl. 

Committee on Public Undertakings 
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APPENDIX.m 

Statement of Conclusions! Recommend(ltions of the Committee 
as Public Undertakings contained in the Reporl 

8l. Reference 
No. to Para 

No. in 
the 
Report 

2 

1. 1.16 
and 
1.17 

Conclusions/Recommendations 

3 

Eastern Coalfields Ltd. (ECL) was incorporated on 
1st November, 1975 when Eastern Division of erstwhile 
Coal Mines Authority Ltd. was converted into a separate 
Company as a subsidiary of Coal India Ltd. The Commi-
ttee are surprised to note that the legal formalities for the 
transfer of assets and liabilities from CIL to ECL have not 
been completed even after 12 years of the incorporation 
of the Company. The delay is stated to be due to non-
availability of title deeds for execution of registered COD-
veyance deeds. It is also stated that the title deeds were 
not handed over by the erstwhile owners to the Central 
Government for some reasons or the other making the 
identification of the assets extremely difficult and in some 
cases leading to unnecessary litigations still pending in 
different Courts of Law. The Committee have also been 
informed that since the mines were taken over by Govern-
ment by way of nationalisation, 'all documents relating to 
the ownership could not be located. The other factor 
was the uncertainty of future organisation of coal com-
panies. The Committee are not convinced of the reasonS 
advanced by the Department of Coal and the Holding 
Company (CIL) in this regard. They feel that as the Go-
vernment transferred all the assets and liabilities in the 
name of Coal India by a notification, the CIL in turn 
could have likewise transferred the assets etc. to its sub-
sidiaries including Eastern Coalfields Ltd. 

The Committee also find that in the absence of title 
deeds etc. ECL is not in a position to raise loans indepen-
dently. It can take loans at present only though the Coal 
lndia Ltd. This situation could have been avoided if both 
the Department of Coal and Coal India Ltd. had taken 
timely action to find a solution to the problem of trans-
ferring assets to ECL. The Committee recommend that 

104 
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legal formalities should immediately be completed and 
assets and liabilities transferred in favour of ECL within 
a period of six months, as prolLlsed by the representative 
of the Ministry during his evidence. 

The Committee note that ECL was set up. with the 
main objectives of the development and utilisation of coal 
reserves, increase in productivity, optimum utilisation of 
production capacity and promotion of research aDd deve-
lopment activities etc. The Committee's examination has, 
however, revealed that precious little has' been done in 
achieving these objectives. The Company has neither 
been able to raise its productivity nor any major Coal 
Handling Plant has been installed. Research and develop-
mellt schemes have by and large not been successful. There 
has been abnormal time and cost overrun in the execution 
of projects and the Company ha~ been incurring losses 
continuously. The Committee also find that in spite of the 
loud claim of maintaining the level of productivity, made 
before the Audit in November, 1983, coal production has 
in fact dropped from: 26.18 million tonnei in 1975-76 to 
24.03 million tonnes in 1985-86. Production per man 
shift has also fallen from 0.58 ,tonnes in 1977-78 to 
0.52 tonnes in 1984-85. In this connection, the holding 
company (Coal India Ltd.) has been candid in their ad-
mission that "in the opinion of ClL, ECL's progress to-
wards the achievement of objectives has' beenslow ....... . 
much needs to be done by ECL iii improving their perfor-
mance so that the, objectives set could be fully achieved." 
The main reasons for not achieving the objectives and 
for the drop in coal productivity are stated by ECL to 
be due to the poor availability of power and agitation by 
local unemployed youths for jobs, which made it difficult 
for the Company to open new mines. 

During evidence, the Committee were also informed 
by CM,D of ECL that the Company has surplus manpower, 
sanctioned capital and even the Government was willing 
to give additional capital if needed but there are problems 
of getting land to open new mines. The Committec urge 
that the Holding Company and the Department cif Coal 
should help the Company in getting over the constraints 
faced by it by taking up the matter with the concerned 
State Governments at the highest level. The Committee 
are also constrained to observe that in spite of the avail-
ability of essential inputs like manpower and money, the 
Company could not maintain the level of coal productivity. 
what to Speak of raising the productivity. The COlPmittee 
need hardly emphasize that the holding Company (CIL) 
and Department of Coal should take effective steps to 
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ensure the achievements of objectives by ECL as the mere 
laying the high sounding statement of objectives before 
Parliament does not serve any purpose. The Committee, 
therefore, recommend that a time bound programme should 
be chalked out for achievement of each of the objectives. 
The progress achieved in this regard ~hould be monitored 
regularly and reflected in the Annual Report of the' Com-
pany. 

The Committee also note that in terms of BPE guide-
lines issued in 1979 and 1983 each public undertaking was 
required to formulate with the specific approval of the 
administrative Ministry, a statement of micro objectives, 
consistent with broad objectives spelt out in Industrial 
Policy Statement of December, 1977 to facilitate realistic 
and meaningful evaluation of the enterprise by Parlia-
mentary Committees and the Government. This has not 
been done in the case of ECL. The Committee are not 
satisfied with the reply given by Department of Coal 
during evidence that micro objectives were framed through 
annual plans. The Committee desire that the micro ob-
jectives of ECL should immediately be framed and got 
approved by the Ministry and placed before Parliament. 

The Committee need hardly point out that the objec-
tives drawn by the Coal India for all its subsidiaries and 
placed before Parliament in June, 1977 are worded rather 
too generally, while objectives and obligations to be 
framed under BPE guidelines, are required to spell 
out specifically the broad principles for creation of various 
reserves, responsibility of self-financing anticipated return 
on capital employed and the basis of working national 
wage and pricing policies so that these could provide 
basic parameters for evaluating the performance of under-
takings and also taking timely remedial measures, where-
ever necessary. The Committee, therefore, recommend 
that the objectives of EeL should also be clearly redefined 
as per BPE guidelines to serve as a mandate for the orga-
nisation and to evaluate its performance with reference to 
those objectives. These redefined objectives of EeL should 
be laid before the Parliament within six months of the 
presentation of this Report. 

The production of EeL was 26.18' million tonnes in 
1975-76. The demand of coal of the undertaking was 
estimated to rise progressively to 35 million tonnes in 
1982-83. In order to meet the increased demand of coal, 
the undertaking planned. development of 16 new projects 
and rellrganisation of 17 projectsupto 1982-83. Out of 
these 33 projects, 16 projects were mlljor projects costing 
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more than Rs. 5 crores each· and 17 projects were between 
R.~. 2 crores and Rs. 5 .crores each. The total annual pro-
duction capacity of these 33 projects on completion was 
estimated at 28. 18 million tonnes. Of these 33 projects, 
only 3 projects costing between Rs. 2 crores and Rs. 5 
crores could be completed. by the undertaking· by 
November, 1983. 

A review of cost estimates and the time schedules of 
the projects costing Rs. 2 crores and above undertaken by 
ECL has revealed that the cost estimates of each of the 
projects have been subject to frequent revisions and time 
schedules have also been revised from time to time render-
ing the targets setting almost a futile exercise. The Com-
mjttee note that out of 33 projects, as many as 26 projects 
have been delayed. 13 projects slipped for 3 years and 
more and in some cases the time over run has been more 
than 8 years. The cost over runs due to revision of cost 
estimates in respect of these 13 projects amounted to as 
much as 375.45 crOTes. In Committee's view, these over 
runs of cost and time not only tarnish the image of the under-
taking on account of slow implementation of projecti but 
also the desired production capacity is not built up in time 
to compensate for the depletion of production from old 
mines which are becoming more and more uneconomical. 

The details of cost and time over runs of the projects 
delayed are given in the Audit Report and also in the Chari 
Committee Report. The Committee would not like to 
repeat each and every project. How~ver, some glaring 
instances of cost and time over runs are as folIows: 

Org. 
Estimates 

Rev. 
Estimates 

Deja)! in 
c()mpletion 

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

Chinakuri . 
2 Dbemomain 
3 Amritnagar 
4 KWlUsloria 
5 Rajmahal 

(Rs in crores) 
8.43 

11.95+9.06 
10.85-
3.48 

87.43 

45.54 
·73.76 
65-.45 
19.49 

217.25 

8 years 
8 yean 
8 yean 
8.yean 
4 years 

.. _--------
. The above facts do not present a pleasant picture at all. 

The Committee fc~1 forced to get the impression that project 
planning and execution machinery almost do not exist in 
the company. It is also amazing that the holding company 
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and amdministrativeMinistry have also been giving clearance 
for further projects without seeing as to what extent the 
earlier projects have been implemented by the undertaking. 
The Committee feel that had the Ministry taken adequete 
interest and ensured timely implementation of the projects 
by effective monitoring through monthly or quarterly 
reviews, the delays could have been reduced considerably 
and saving effected in .the costs. Since the projects have 
already been:delayed the Committee at this stage can only 
urge til at the undertaking, the holding company as well as 
Ministry should learnlessons from past experience and take 
effective steps now to have the projects completed as early 
as possible. A time bound programme should be:framed aDd 
the progress of each plOject should be reviewed'by effective 
monitoring through monthly or quarterly reviews. The 
Committee would also like to emphasise that in view of the 
progressive rise in the demand of the coal, the . country 
cannot afford long delays of 4 to 8 years in the implemen-
tation of projects especially when the latest technologies 
are easily available that can drastically cut down the time 
required for various mineral operations through 
mechanisation. 

7 3.105 The Committee have also observed that ,'arious projects 
in ECL were taken up before satisfying about the suitability 
of technology and design para-metres of equipment selected. 
On the selection of equipment and ·their subsequent un-
suitability, the Committee have given their comments in 
the Chapter on "Machine Utilisation." 

8 3.106 The main 'reasons for the over runs in cost and time and 
delay have been explained by the undertaking in general 
terms such as problems of law and order, problem of land 
acquis:tion, pressure for employment by the local youths 
etc The Committee are not convinced of these reasons. 
"they feel that the undertaking should have foreseen these 
problems and evaluated the magoitude oftheir impact while 
formulating projects and fixing up the time-schedules for 
completion. ' 

9 3.107 Yet another area where the Committee would like to 
pin-point attention is the need for absorption of latest by 
suitable technology. The Committee were infonDeG by , 
CMD, ECL during evidence that level of mining technology 
was very very low in the undertaking. Five projects are 
stated to have been delayed on this very account. For 
instance in case of Chinakuri I and II projects, which were 
scheduled for completion by April 1981 at an, estimated 
cost en Rs. 8.43 crores, these are now likely to be completed 
in 1989-90 at an estimated Capital cost of Rs. 4S. 54 crores 
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and that too with reduced capacity. The main 
reasons stated for cost and time over-runs in this project is 
the delay in developing a technology suitable for this project. 
Keeping in view the f'conomics of mining operation in the 
country and big set up the Coal India and its subsidiaries 
have. the Committee recommend that the Department of 
Coal should consider the feasibility of undertaking a study 
to identify the areas where lack of technology is experienced 
and taking urgent steps to introduce I atest technologies to 
fill up the gap. 

The Committee's examination of ECL has revealed that 
notwithstanding the time and cost over runs, there have 
other technical defiQiencies in the project planning and 
implementation of projects. To cite a few examples 
Kenda opencast project was closed due to geomining prob-
lems after incurring expenditure of Rs. 240 lakhs. In case 
of Dobrana opencast, owing to hard strata conditions, the 
project had also to be closed. Tl;1is is indicative of the 
facts that projects were taken up witnout ~nadequate survey. 
The Committee are of the view that closing of the projects 
could have been avoided had there been adequate prospecting 
and pre-prospect survey before project formulation. The 
Committee, therefore, recommend that no project should 
be formulated and submitted to the Government for approval 
unless a thorough pre-feasibility study. detailed exploration, 
realistic method of implementation, problems of electricity, 
rehabilitation of villagers (if involved), employment of local 
people etc. are gone into in fullest details. The Committee 
would also like to emphasise that the undertaking will be 
well advised not to take up any new project in future without 
adequate assurance of the availability of surface land and 
State Government's support in ensuring law and order for 
execution of the project. The expansion of/mines within.the 
existing lease .hold should be resorted to as far as po~.ible. 

Another instance of bad planning of a project is Mahabir 
opencast project. This project was closed in 1979 after 
spending Rs. 182.80 lakhs owing to inadequate reserves. 
This again shows gross negligence in makin~ proper survey 
before undertaking execution of the project. The machinery 
purchased for this project at a substantial cost could not be 
utilised in other projects. The Committee regret to 
note that even though the project was Ilpproved by CMPDI 
and Company's Board of Directors, the fact of premature 
closure of the project after making an investment of 
Rs. 182.80 lakhs was neither placed before these authorities 
hr consideration ~or any investigation conducted for the 
loss due to the failure of the prJject. Surely, this is a 
lapse on the part of management of the undertaking. The 
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Committee hope that in future such matters would be t~~n 
care of and prior approval of the concerned authofltles 
would invariably be sought by the Company before the 
closure of any project. 

The Committee are distressed to find that even though 
the Mahabir opencast project was closed in April, 1979, 
the orders for dragline at the cost of Rs. 18 lakhs for 
the project was placed in the same month. During evi-
dence, the CMD of ECL admitted thltt "it was a wrong 
decision." The Committee recommend that an enquiry 
should be instituted to find out as to how orders were 
placed for Machinery for a closed project and what was 
the extent of loss suftered by the Company due to the 
failure of this project and responsibility fixed therefor. 
The Committee would like to be apprised of the aclion 
taken by undertaking in this regard. 

The Committee also regret to point out that four pro-
jects costing more than Rs. 2 crores each were started 
by the undertaking without approval of the 
Government. These projects are Kalidaspur, 
Mandman, Kasta and Kottadih. Upto the end 
of 1985-86, the undertaking has spent Rs. 274.45 lakhs, 

Rs. 234.87 lakhs, Rs. 13.86 lakhs and Rs. 255.49 lakhs 
on these projects respectively. Even though the Ministry 
had instructed the undertaking as early as in 1981-82 not 
to incur expenditure on unapproved projects, the under-
taking went ahead in spending the money. Tn this connec-
tion, the CMD admitted during evidence that when the 
projects were started there was no permission either of the 
Government or of the Board. 

The Committee are unable to understand the hurry 
shown by the undertaking in this regard. As regards the 
present position, Ministry have stated that except Kothadih 
all other projects have been approved. Kothadih project 
is presently under appraisal and scrutiny of the Depart-
ment of Coal. The Committee desire that the matter 
should be probed into with a view to fixing responsibility 
for starting projects without the permission of Government! 
Board. 

It is a matter of serious concern that the Department 
of Coal also failed to watch implementation of its instruc-
tions issued to the ECL in 1981-82 to stop expend iture 
on unapproved projects. The Committee hope that De-
partment will exercise better care in supervision in future 
to avoid recurrence of such lapses. The Committee also 
do not appreciate the nominal or passive role played by 



2 

15 3.113 
and 3.114 

16 3.115 
and 3.116 

111 

Government Nominees on the Board of Company. They 
have failed on their part to stop the undertaking from 
incurring expenditure on unapproved projects. Tho 
Committee hope that in future the Government nominees 
would perform their role more effectively and keep a close 
watch on such irregularities and apprise the Ministry well 
before the damage .is done. 

The Committee find,. that although 14 major Coal 
Handling Plants of ECL were sanctioned between June 
1975 and December, 1982, the scheduled dates of comple-
tion of the~e were revised from time to time. Out of these, 
the construction of nine centralised coal handling plants 
could not be completed in time due to delay in awarding 
of work, non-acquisition of land, non-availability of site, 
frequent revision of the scope and layout of the projects 
inadequate monitoring and appraisal of the 
projects, lack of coordination between CMPDI 
which prepared feasibility reports and Area 
Colliery Management etc. The cost escalation on 
account of delay is reported to be of the order ()f Rs. 9 
crores. The Committee feel that the factors which resulted 
ill time and cost over-runs were such that these could have 
been avoided if the management had taken proper interest 
to instal these coal handling plants in time. 

The Committee were informed during evidence that 
efforts were now being made to complete all coal handling 
plants. So Jar 5 had been completed :and construction 
of remaining coal handling plants,was progressing satisfac-
torily. The Committee have already Impressed upon the 
need for better project planning and implementation 
"ystem in the undertaking, and hope that remaining cen-
tralised coal handling plants would be completed in time. 

The Committee note that due to • misplacement of 
papers of Dhemomain coal handling plant there has been 
a cost escalation of Rs. l.18 crores. Admittedly, the 
papers are still missing. The reason advanced by ECL 
for misplacement of paper is that the company was taking 
help of CMPDI and between the CMPDI and EeL the 

. papers got dislocated somewhere. The Committee are 
distressed to observe that even though the Company came 
to know about mi~sing of papers about 2 years back, the 
Company is not yet able to compiete preliminary inquiry 
and fix responsibility. Surely, the undertaking has not 
been taking the matter seriously ()therwise the Committee 
see no reason why the preliminary enquiry should not have 
been completed in 2 years' time. The Committee, therefore, 



2 

112 

'---' --------
3 

recommend that the Company should go into this matter 
urgently and fix responsibility for the loss of papers within -
one month. 

In this connection. the Committee have also been 
informed by the Department of Coal that the matter re-

, garding missing of papers in regard to one coal handling 
plant came to Ministry's notice only through C&AG 
Report .. On receipt of the Audit Report, Department of 
Coal asked the EeL to hold the enquiry but even after the 
Ministry's directive, the matter was not placed before the 
Board. The matter does not appear to have been pursued 
by the Department of Coal thereafter. The Committee 
are not at all happy over the handling of this matter both 
by the ECL as well as by the adininistrative Ministry. 
The Committee are also surprised that the Ministry's 
nominee on the Board of Company also did not bring to 
the notice of the Ministry when the matter was not being 
placed before the Board. The Committee would like to 
be apprised of the justification by the ECL for not placing 
the matter before their Board and also for not tracing the 
papers as yet. 

17 3 . 117 The Committee are also surprised to hear from the 
representatives of Department of Coal that their Depart-
ment was not reviewing the installation of centralised coal 
handling plants prior to 1984. The Committee cannot 
condone such a lapse on the part of administrative Ministry. 
The Committee would like to know as to why the Depart-
ment of Coal failed to review the progress of centralised 
coal handling plants prior to 1984. 

18 4.60 and The production performance of the ECL depicts a 
4.61 dismal picture. The Committee are distressed to note 

'that not to speak of Coal India's estimates of production 
of 36.82 million tonnes by 1982-83, the Undertaking 
could not maintain the production 'level achieved by it 
in 1975-76 and 1976-77. The production remained short 
of the targets fixed right from 1975-76 to 198~"86. 

The Committee find that 35 against the actual prodUction 
of26.18 million tonnes in 1975-76 and 26.47 million tonnes 
in 1976-17 the undertaking's production Lwincled to 
20.52 million tonnes in 1979-80. From 1979-80 it started 
rtlOOvering and increased to 24.03 million tonnes in 
1985-86. Not only the targets were reduced but even the 
revised targets could not be achieved by the ECL. The 
Committee are uuable to reconcile to this Situation parti-
cularly the fact that undertaking has invested morc than 
Rs. sao crores in plant and mac:hinery besides the substan-
tial increase in its surplus manpower and infrastructure 
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facilities. This also leads to al' i~cafl8ble conclusio n 
that .the capacity utiIisatiC'J1 of ECL 11i'iMs hM beom iar 
from satisfactory. The Committee need hardly emphasise 
that the index of efficiency of prC!riuctiC'n is the C.1:'ent rf 
utilisr.t:cn of the installed capacity at an 0p'imum level. 
The Committee. therefore, de,ire that the utili~ticn (fthe 
capacity ofECL mines should be cksely watched by Ccal 
India as wen as the Department of Cr'al so as to ic!cntify 
the areas of inefficiency and corrective measures taken 
promptly to rectify the shortcomings noticed. 

The hw prcdu?tion of ECL has been stated to be due 
tOllOn-opening cfnewmincs, depleti' nof, Idmines. power 
shortl_ge and law & order problems and sc'me tochnicel 
pr<blems like difficulty in getting spares fc r equipment, 
mining problems due to ullsystematic un~ergr"und work-
ing etc. The Committee feel th~t the undenaking shc,uld 
have sclved these problems with the as.sistance of he lding 
company,and administfative Ministry. The least th, twas 
expected from the ~r.aking was to mr.intdn the prC'-
ductioD level already achicved in its produ?ti( n cculd net 
be increased further. The Committee are u'lbappy that tho 
pro ductk n frc m the ECL mines has not come up to tho 
expected level. In fact the pre lllleti. n realisati< n hr., been 
hardly 60% as was admitted in evidenceby the repre~enta­
tives.of Department of Ceal wh( also stated that hr.d pre-
duction realisation been 85%, the p-cducticn targets could 
have been easily achiev ... d. 

The C"m!niuee wore also infe nned in evicence by 
CMD. ECL that the plans had been drawn to raiso c( al 
pr ducti< n upto 31.4 milli< n H'nnes in 1988-89 if the 
land an'\ p. wer pr blems ~ere s. Ivej. He wever. the land 
is nA being m?.de avail bl' f, r • poning n· VI' mines so 
much so that Ihe ulYlertaking c( uld n( t get land evcn fl r 
Sit npur Bazar Pr ject which is a Wcrld Bank Pr, ject. 
Negotiated meetings arl!o he wever. stated tc have been 
held at vari, us J.cvds including Chief Ministers ( f tl".e CI n-
cern.:u St .t·,s: T,IC! ,";o.n Il,tt~.: nOJe tb,.t tne prvbl,;.n Will 
be s, rted e ut ;:t the earliest. B,"sides the land pro blcm, 

. the po w.er pr. blem is aisl getting acu.c year r.f,er y~ar .. nd 
remains un;, Ived. The CLmmittee desire that the G v,m-
ment sh.;uld take up the matter with the DVC Auth" nty 
/!on" perm<lJe them IL inere_so their gener .ling capu.hy 
so that East Sect'. r C0 uld get their requirement l f 446 
MWs cf power. us assessed by the Raman'itban Clm· 
mittee. The Committee are glad to ncle that ECl has .. Iso 
taken steps to have th.:ri OWn captiVe power plants. Fl.r 
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tllis purpose. the CrmJIRny has flrafed fen.-\el'!' frr 3 units 
. cf '-10 MWs be~iite~ the prr prsal r f hp.vin .. a bir: pr \'fer 
static n rf 600 WWs frr coal crmpllnies. The CommittP.C 
recommend th'lt in r.r. er te> get rver the prwer slvrtnr,e 
the prC'cess r f terv.l.eri.ng she ulrl be experl~ ited by F CL r.~ 
captive P' wer plants m~'aned at the earhest. The Crmml-
tlee alse> desire that the prrcess (' f inwillati( n r f big P' wer 
,tatien fe r cr 11.1 companies shr uld al~o be expedi',ed by 
soning cut in~er·ministerial differences. if Lny. 

The Committet find that nrtwithstanding the shrink-
age ofw' rkin~ placesan·1Iesserpr:-ducti'·n frc m th·~ under-
gr l un1 mines due to depleti<' n c f reserve in general. t~ere 
are en ugh gr( d quality reserves in Sf me • f the mmes 
with pc tential f( r expan,ic n as reported by Chari Cc m-
mittee. Theref(' reo the Ccmmiuee do!sire that the EeL 
sh' uld give pric rity to undertakinl! schemes fer ref rgF.ni-
satic nlreccnstrncti( n of existing mines so as to impr. ve 
pr ducti( n and pr. dUctivi11. With apprc pr:ate rr.echl'.ni-
sati< nan, , marginal investment. the undertaking w' uld be 
able to turn many L f the loosing mines inte pre fitable cnes 
c r at least reduce their losses. The Committee also desire 
that the FCL should examine its prcducticn strategies so 
that it could be most aOYal'tagec.us from the po ir.t cf view 
of undertaking's impre ved ecoromies, despatchabilityof 
ecal and satisfying the market demand. 

ECL has also brolllht to the notice of the Committee 
that in seme of the mines qUlllity ef coal is ge cd but there 
is a mafia pT<, blem. As regards tackling the mafia preblcm, 
the Committeo would likt to. dra .. the atter.tic n of Depart-
ment of Coal to their IeCOlJlmlndatien contained ir thdr 
70th Report ofCcalIndia Ltd. wherein it has been lcce m-
mended that the Ministry cfHeme Affairs and the ceneer-
ned State G(,verr meot should See that O( al cC'mpl'nies are 
al1owt.d to functi{n unimpeded by anti-secj,1 clements. 
The Couuuittee reiterate their earlier recommendation and 
desire th~t effective meaSUres shuuJd immediately be taktll 
to er .. dicate this ment.Ce once for aU. 

The Committee note that as against the norms of held-
ing coal stocks c,f 3 weeks pr. duction, the coal steck in' 
the company has been increasing year after year. Frem 
5 weeks pruductil n in 1975-76. it increased tc 10.9 weeks 
prLductj. n in 1984-85. The stocks of c( al in some (,;f the 
mines were tf the order cf 73 months, 30 m"nths and 57 
mlnLhs' despatch requiremen\S. The Commi.lee feel thiit 
such. a higbstc~k will have adverse financial implicati(BS 
because accordlDg to the Chari COmmittee. "takjns (,; In 
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coal from mines for keeping it in stocks exposes it to dis-
integration and deteri0Cation in quality, theft and fire." 
The Chari Committee had also stated that the interest 
charges alone on the ooal locked up in pit. head stecks 
COlMS to as much as 12 crores a year. A sum efRs. 65lakhs 
is also reported to have been provided in the Annual 
Accounts upto 1982-83 for loss. due to deterioratie n in 
quality of coal steck. The Committee ",re distressed at this 
state of affairs. In Committee's view the accumulatien 
of huge stocks is due to mad lush for fulfilling the annual 
production targets at any ceat resulting in indiscriminate 
and uncoordinated mining C'f peor grade of unsaleable 
.coal. This piling of huge stecks at mines coupled with 
payment of over-time and Sundry working not only affects 
adversely the cost of production but also provides scope for 
malpractices. ' 

The Committee were also informed in evidence by the 
Department of Coal that a policy for stecks in the coal 
companies was framed in 1985 in consultation with Plann-
ing Commission and according to this policy individual 
mine cannot hold stecks for more than 3 m~nths and the 
UDdertaking as a whole should not keep m'Jre than one 
month's preduction is steck. The Committee, therefore, 
recommend that the Company should meticulcusly follow 
the steck policy aDd all out efforts should be made to liqui-
date the stecks over a.nd above the ·pcrmissible limits. The 
Committee also suggest that an investigation be conducted 
Into the circumstancos as to how the huge stocks got accu-
mulated against the fixed norms and responsibility fixed 
therefor. 

The Committee note that for coal despatches, the 
availability of railway wagons has not been much prob-
blem. On the contrary there are certain loading problems 
within the undertaking. Due to the delay in loading, the 
undertaking has been paying demurrage to railways. The 
amount paid as demurrage during the year 1981-82 to 
1985-86 was to the extent of Rs. 1 .46 crores. The Committee 
trust that ECL will take urgent steps to increase the loa-
ding capacity by providing railway sidings where nece-
ssary, so as to bring the coal from pit head to rail head, 
and by re-organisation of the entire despat..:hing structure . 

The Committee regret to note that there have been 
shortages in coal stocks of the undertaking. In May, 1979 
a large quantity of 7 . en laU tonnes valuing Rs. 7.37 crores 
was written off as shortages arising out of statistical errors, 
over reporting of production and. misappropriation etc. 
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Even after May 1979, maR than 15 lakhs tonnes of 
coal was written off by the undertaking as shortages. In 
~ber, 1983, at 'the instance of CIL, the colli when phy-
aically measured showed a shortage of 9. 7lll!\akh tonnes 
as compared to book stock. The undertaking is also repor-
ted to have been making adjustments in the opening stock 
witbout formal write cff sanction. 

The Committee takes a seriom view of huge quantity 
of coal being written off and also of the adjustments 
being made in the opening stock without formal sanction. 
The Committee have theiJ" own doubts that these shortages 
and adjustments could be due to the misappropriation for 
which the undertaking cannot escape responsibility .. The 
Committee expected from public undertaking, honest and 
tfficient conduct of business. The· Committee recommend 
that the undertaking should lay down proper guidelines 
and parametres for writing. off shortages and adjustment 
in stocks in consultation with its holc;ling· company and 
Audit. In future such· shortages should. be written off 
strictly in terms of these guidelines. 

The Committee note that the Company takes note of 
shortages of more than 5 % of the stock and tOOO tonnes 
or more in collieries. During 1981-82 to 1984-85, such 
shortages were to the tune of 5.83, 5.66, 1.91 and 3.78 
lakh tonnes, respectively. During these years, the number 
of cases of disciplinary action against the officers respon-
lib1e for shortages were 34,37, 24 and 11 Rspectively. 
The punishment awarded was warning, stoppage of incre-
menl and doppage of promotion. In Committee's view the 
punishment awarded in these cases is very lenient as com-
pared to the value of coal found short and iiI fact it en-
couraged the dishonest employees to indulge in offence. 
The Committee are· of the firm opinion that the punish-
ment should be more servere and deterrent. Even the 
Additional Secretary,. Department of Coal was frank 
OJlOUp to admit in evidenci: when he sta~ "my feeling 
has been that the punishment has not been commensurate 
with the offence committed." 

No doubt the punishment awarded at present was in 
terms of guidelines approved by the Government but the 
!Uidelines appear to be too soft and ineffective in achieving 
the objective of stopping the prevailing malpractiFeS in 
'the undertaking. The Committee, therefore, recommend 
that as agreed to in evidence by. the Additional Secretary, E ent of· Coal, the Goveuunent should revise the 

.. c:lin~s for a.wardingpUJ$bmentwitb a view to provi-
. serveR and examplary penalties for those found res-

ponsible for the shortages of coal. 
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,The Comniittee are distressed to note that the perfor-
mance of Company's own J. K. Ropeways which was ~ 
installed for extracting and transporting of sand has been 
very poor. The Capacity of J. K. Ropeways has been 
derated by the Company from time to time. As against 
the designed capacity of 45 lakh tonnes, the capacity was 
fixed at 41.34 lakhs tonnes after a study conducted by 
Industrial Engineering Department (lED) in 1978. The 
lED found that with the present arrangement for working 
of J. K. Ropeways target could be fixed at 60 per cent or the 
rated capacity to produce 25 !akh tonnes. The lED ·also 
indicated that it was possible to increase the target by 
introducing an incentive scheme. The capacity of the 
Ropeways was further derated to IS lakhs tonnes after a 
study carried by MIs. Magnum'Industrial Product. It is 
rather unfortunate that the Company could not achieve 
even the further derated capacity of 15 lakh tonnes in any 
of the years. The production of J. K. Ropeways ranged 
from 6 lakh tonnes to 13.86 lakh tonnes from 1975-76 
to 1985-86. On accou!).t of poor performance of J, ·K. 
Ropeways, the sand stowing had to be done by private 
contractors. The Committee also regret to point Otlt that 
while the full capacity of I. K. Ropewaysremained under-
utilised. the Company procured sand from private parties. 
Fro~ .1975-76 to 1985-86 the sand supplied by I. K. 
Ropeways was 120.311akl;1 tonnes and sand procured from 
private parties, )lias 107.66 lakh. tonnes. In terms of cost, 
the cost of sand supplied by the I. K. Ropeways was 200 
per cent more as compared to the cost ,of the sand supplied 
by private contractors during the last 5 years: In the opinion 
of the Committee -such a wide gap in cost can hardly be 1 

justified. The Committee recommend that the Company 
'must take necessary steps to optimise the capllcity utili-
sation of J. K. Ropeways and also to bring down its' cost 
of supplying, sand to make it competitive with private 
contractor. Barnest efforts should also be made to mini-
mise the dependence on private contractor. 

CIL' is reported to have appointed Mis. Magnum 
Industrial Product as consultants for • BCCL and ECL. 
The terms and references of consultants included ideo-
tificatiOil of problems, trouble shooting areas, deficiencies' 
aDd suggestions, for remedial measure for bringing around 
both qualitative ~d quantitlJtive improvement in the 
eUstiag sand stowing systems. The cons.ultants are 
~ -w have IIIlbmiUcd their report in respect of I. K. 
~~ Inatallation I. II " III and Manderboni Colliery 
&ad _ UD4u' audy fot nccesaary action. The Committee 
would like to be apprised of the action taken by the Com-
pany on the recommendations of the Consultants and the 
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subsequent improvement made in capcacity utilisation of 
Ropeways. . 

The Committee note that EeL has invested Rs. 503.18 
. crores upto the end of 1984-85 on the purchase of plant 

and machinery to build up pool plant capacity. However, 
the Committee have observed that during the last 3 years, 
the number of machines actually working has by and large 
been lower than the number of machines available with 
the Company. These include showels, scrapers, dumpers 
& dozers which are in the category of heavy earth moving 
equipment and used in different· opencast mines of the 
Company. The Committee also find that taking into 
conr;deration the working conditions prevailing in the 
opencast projects of the Undertaking the CIL is reported 
to have estimated the system capacity of the scrapers as 
72 /~ of total operatable excavation capacity of machines. 
The CIL has also assessed that based on actual working 
conditions, the actual utilisation should be above 90%. 
But the capacity utilisation trend has remained almost 
stagnant or even deteriorated indicating that the utilisa-
tion of infrastructure for all these years has not been com-
mensurate with the increase in the population of HEMM. 

The percentage of actual output of Heavy Earth 
Moving Machinery (HEMM) to standard output fixed by 
the Review Committee of CIL is reported to have deCreased 
from 107.7 in 1977-78 to 59.6 in 1985-86. The percentage 
of idle time to total shift hours of HEMM also ranged 
between 40.85 and 77.75 during the last 3 years ending 
1985-86. In many opencast projects excessive deployment 
of HEMM is also reported as compared to the provisions 
made in the feasibility reports of the projects: Apart from 
the HEMM equipment, the utilisation of underground 
equipment was also very low and in some cases it was 

. less than '30 %. The main reasons advanced by the. Mana-
gement of ECL for low utilisation of machines are stated 
to be lack of back up supporting facilities like workshops, 
spare-parts facilities, skilled man-power .and power pro-
blems. Some measures are reported to have been taken 
ucently by the Management to augment the capacity 
utilisation of machines and as a result thereof there has 
been some improvements. The Committee desire that in 
order to reduce cost of production of coal and to achieve 
higher production .urgent effective measures are still 
required to be taken for the maximum utilisation of 
available equipment. In no case the ~iPment should 
be allowed to remain idle or unutilised. uipment found 
unsuitable for actual mining work in E L should be 
transferred at the earliest for deployment in other develop-
mental works. . 
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The review of HEMM of EeL coDducted by the Coal 
India Ltd. in March, I.983, has also revCaIed that there 
has been improper acquisitiop of equipment as the Under-
taking did not have sufficient or proper geological data 
at the time of selection of equipment. For eJtlllDple the 
project provision \vas for scrapers--dozer combination 
only whereas later on it was realised that showel-dumper 
combination a10ngwith scrapers for top soil would be 
more beneficial. The Committee take a serious note of 
the mismatching of the equipment due to wrong specifica-
tions resulting in under or non-utilisation of the equipment 
and blocking of scarce funds. It is really surprising that 
ECL in spite of its long standing in the field could not 
visualise proper requirement of equipment suited under 
the geo-mining conditions and selected a wrong combina-
tion of equipment i.e., scrapers and dozers whereas showel-
dumper combination a10ngwith scrapers was considered 
more beneficial for to soil, resulting in the deployment 
of unswtable equipment in projects. This iit Committee's 
view is a clear case of failure on the .part of Management 
and should be probed into with a view to fixing responsi-
bility for this lapse. The Committee also recommend 
that the Company should review the usefuiness of availa-
ble equipment and transfer the surplus or idle equipment to 
other developmental works where these could be gainfully-
utilised. 

The Committee are distressed to point out that even 
though utilisation of HEMM has been much below the 
actual capacity, the Company ha.s been engaging private 
HEMM at huge cost which increased from merely Rs. 4.8 
lakhs in 1977-78 to as much as Rs. 17.27 crores in 1985-86. 
The Company paid a total amount of Rs. 66.84 crores for 
hiring HEMM between 1977-78' and 1985-86. In this 
connection, the Board of Coal India Ltd. in their meeting 
held on 12 May, 1981 is reported to have rejected the propo-
sal of ECL for engaging contractors for hiring HEMM 
on the ground that "present level of utilisation of HEMM 
leaves considerable scope for improvementi" The ClL 
Board is also reported to have instructed the termination 

of such mining contracts by 30-6-1981. Despite this, the ECL 
continued such contracts and paid Rs. 882.74 lakhs and 
Rs. 887.56 lakhs in 1981-82 and 1982-83, respectively. 

In this connection, the Chairman of ECL informed the 
Committee during evidence that in the subsequent meeting 
of CIL Board, it was decided that the hiring of HEM M 
should be minimised till the detailed guideline was prepared 
by CIL. When the Committee enquired during evidence 
whether or not the ECL was asked by ClL to stop hiring 
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of HEMM. the CMD of ECL stated. "To my knowledge 
not ........ although in 1982-83 we stopped two contracts 
but it was not a directive of Coal India Ltd." 

The Committee are not at all happy over non-imple-
mentation by ECL of the specific decision of CIL Board for 
stopping the hiring of HEMM from 30-6-1981. Unfortu-
nately. CIL Board also changed their stand ina subsequent 
meeting from total stopping to minimise the hiring of HEMM. 
The Committee are' also surprised that CIL did not 
Issue any directive to ECL with regard to stopping of hiring 
ofHEMM as was stated by CMD, ECL during his evidence. 
As a r~ult, the ECL neither stopped nor minimised the hiring 
of HEMM. On the other hand. it has been increasing 
year after year. The Committee also do. not accept the 
contention of CMD, ,ECL that Coal India decision 
to stop the hiring of HEMM was not received by 'them. 
The Committee feel that sinee the CMD, ECL is .a member 
of the Board of CIL, he is a party to the decisions taken 
by the Board and should have implemented the decision 
of ClL Board without waiting for any further directive from 
ClL. He is also reported to have turned a deaf ear to the 
oral instructions of Chairman of CIL given on 24-3-84. 
to stop hiring in three stages by 30th September, 1984. 

The Committee also find that some of the contractors 
engaged by ECL for hiring of HEMM have been working 
in the Company right from the beginning. There are 
cases where the undertaking has been hiring equipment 
from some of the firms which are owned by the same set 
of proprietors operating firms with different names. The 
Committee were stunned to hear from CMD, ECL during 
evidence that no tenders were invited for awarding the 
contracts. Contracts once given were renewed year after 
year. The Committee may not be wrong in believing that 
the continuance of the same contractors year after year. 
without proper tendering system has not developed some 
vested interests with the connivance of officials of the EeL. 
The Committee, therefore, recommend that the whole 
matter regarding to the hiring of HEMM by ECL, continu-
'ing of the same contractors from year after year without 
tendering 'system, revision of the earlier decision of CIL 
Board from total stopping of hiring ofHEMM to minimising 
the hiring should be thoroughly got investigated by Govt. 
through an independent expert body within a short speci-
fied time. The Committee may also be apprised of the result 
of the inquiry within six months of the presentation of their 
Report. 
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During evidence; the CMD, ECLalso informed the 
Committee that with the. hiring of HEMM, the cost of 
production per tonne was aboutRs. 100 to Rs. 120 whereas 
the cost of production per tonne with the departmental 
machine was about Rs;160 to 200 per tonne. The Com-
mittee are not convinced that the hiring of HEMM is more 
economical as .. compared to working of departmental 
machines. If the analysis given to the Committee is correct, 
the very'basis of the undertaking purchasing equipments at 
huge costs would become unsound and need urgent review. 
The Committee feel that when private contractors can 
operate at a lesser cost, there is no reason why the Under-
taking cannot also do the same. The Committee feel 
that the Ministry has also not shown its involvement ar 
interest in this respect. The Committee hope that the 
Department of Coal will now look into the matter in depth 
and guide the Undertaking in the right perspective. The 
Committee will like to be informed of the action taken in 
this regard within six months. 

The Committee have also found that although the equip-
ment have been working for a long time in certain mmes, 
the basic workshop facilities for unit workshops have not 
been provided in spite of the fact that the provision for 
these facilities existed in the original project reports. As 
a result, most of the repair jobs including over-hauling of 
engines, are being got done from outside as expertise of the 
same has not fully been developed by the Undertaking as 
yet. Similarly, the down tiine of the equipment is also 
excessive because repair time is more which is due to 
non-availability of spare parts and skilled man power. 
The Committee desire that immediate steps should be taken 
by ECL with regard to standardization of equipment 
establishment of regional workshops or HEMM, training 
of engineers and in house training for workers to build up 
a pool of skilled workers. 

The Committee are also surprised to find that the value. 
of uninstalled machines which were of order of Rs. 45.33 
crores in 1982-83 have increased to Rs .. 62. 11 crores in 
1984-85. This is regrettable from two angles. First 
substantial capital of the Undertaking is blocked without 
getting any return. Secondly, the Committee believe 
that non-installation of machinery should be compelling 
the Undertaking to have certain works executed through 
private contractors at a cost which could be saved with 
installation of the machinery. The Committee need hardly 
stress that Company's present financial position can iJ\ 
afford n!'n-installations of costly machiDes. The Comm i-
·ttee urge that the Company should work out a time bound 
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programme for the installation of all such machines as are 
lying uninstalled with the Company. The Committee 
would like to be appJ;ised of the details of each of the 
machines lying uninstalled together with the dates and 
cost of their purchasing, the loss suffered by Company 
on account of their non-utilisation etc. within three months 
of the presentation of this Report. 

The Committee regret to note that while manpower 
strength in the Company increased from 1,74,006 in 1975-76 
to 1,90,830 in 1984-85, the production came down from 
26.18 million tonnes to 24.03 million tonnes during the 
same period. The Committee have also observed that in 
pursuance of, BaWeja Committee recommendations 
made in 1978, the Department of Coal is reported to have 
issued periodical adviees between April, 1978 to June, 1979 
to the Coal India Ltd. and its subsidiaries to regulate the 
financial burden imposed by surplus staff. These advices 
Inter-alia provided that "All posts lying vacant at the time 

,of issuing orders were to be considered abolished." 
The Committee feel that had the iostructionsof the 

Ministry been implemented fully by ECL, the Company 
coulQ have effected a sizable reduction of surplus man-
power on account of superannuation alone assuming the 
average age of coal~mine worker as 40 years on the date of 
nationalisation of the Company. Not only did the Company 
not follow· the instructions, the Department of Coal also 
failed to exercise proper monitoring to find out whether 
their instructions were being implemented by the Under-
taking or not. The Committee strongly deprecate this all 
round failure which bas resulted in accumulation of huge 
excess of idle manpower. The Committee rccom'inend 
that without losing any further time suitable measures 
should immediately be taken to eosme proper utilisation 
of idle manpower thereby bringing down the operational 
cost of the Undertaking. 

The Committee have also been informed that if the 
Undertaking takes over the land, it is obliged to provide 
emplpyment to one of the family members of persons dis-
pla<:«:d rrom .thei~ land. In Committee's view, this coul~ 
be Justified 1D cIrcumstances where ECL has to recrwt 
additional manpower for its requirement. The Committee, 
therefore, desire that the Government may consider the 
feasibility of making a suitable modification in the present 
practice of providing employment to land loser. The 
Committee recommend that in order to exercise effective 
control on the available surplus manpower, adequate 
safeguards should also be laid down in granting such con-
cessions in any future negotiations. 
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The Committee have also been informed that the re-
cruitment of manpower at new projects will be met from the 
surplus manpower available in other collieries and for this 
purpose more projects are expected to be approved by 
Government during the current year. These new projects 
have to be developed to yield production by 1989-90. If 
these projects are approved, the surplus manpower available 
with ECL would be deployed at the new mines. The 
Committee hope that the Government would approve the 
new coal mines projects without any further delay and help 
ECL to transfer their surplus manpower for gainful employ-
ment in the new projects. 

Even though the Undertaking has· been conscious of the 
fact that surplus manpower was available with them right 
from the beginning, yet no scientific study was conducted 
to ascertain the actual number of surplus' strength. The 
surplus manpower which according to ECL was 9,000 in 
1978 increased to as much as 50,900 in 1985 as per Chari 
Committee's estimates. During evidence .the Committee 
were also informed by the Department of Coal thatcalcu-
lation of surplus manpower so far was based on loose analy-
sis done on the basis of man shift in ·other countries etc. 
It is only recently that the Bureau of Industrial Costs and 
Prices (BICP) has been asked to make the first scientific 
study. This will be the scientific study of each mine and 
will provide normative basis. The report of BICP is expect-
ed any time. The Conuuittee hope that BICP would give 
their report at the earliest which will not only provide 
reliable. data of exact number of available surplus man-
power but will alSQ help in transferring the idle manpower 
to other mines where manpower was needed. The Com-
mittee would like to be apprised of BlCP recommendations 
and the action taken by Government/Company thereon 
within six months of receipt of the recommendations. 

The Committee's examinatio~ of ECL has revealed that 
inspite of sUJ'plusmanpower available with the Undertaking. 
huge over-time allowances and fall-back wages werl! paid 
by the Company year after year. The increase was very 
high during 1979-80 to 1985-86. 

In this connection, the Ministry are also reported to have 
informed thi: Audit in October, 1983 that instructions were 
issued by them to the Coal Companies to reduce over-time 
wQrk to the maximum extent but inspite of these instructions 
the amount of over-time paid was the highest in 1984-85 
ie. R.s. 32.64 crores as against Rs. 23.03 crores in 1983-84. 
The reason for increase in over-time payment are stated 
mainly due to-deployment of workers on Sundaysfholidays 
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and increase of payment of all-back wages due to the fact 
that the Undertaking could not provide employment to 
piece-rated workers, as provided in Wage Board award. 

During the evidence, the representative of the Depart-
ment of Coal also admitted that "Sundays working do not 
increase production. It affects work on other days. So 
we have stopped it altogether in 1985-86." The Committee 
deprecate the violation of Ministry's directions by the 
Undertaking with regard to the payment of over time 
allowances for years together. The Committee are also 
surprised that the Ministry also did not take any follow up 
action to ensure the implemetation of their directives to 
reduce over time work after their issuance. In Committee's 
view this is a clear case of failure on the part of Ministry 
to exercise an effective control on the Undertaking. The 
Committee recommend that concerted efforts should at 
least now be made to reduce to the minimum, if not alto-
gether eliminate the payment of over-time allowance, by 
deploying the existing man power in a scientific manner. 

43 7.24 The Committee regret to note that the ECL has been 
incurring losses since its incepticn and the cumulatiVe 
losses of the U1l1ertaking at the end of 1985-86 steed 
at Rs. 719.58 Crores not only wiping out its entire paid 
up capital of Rs. 373.69 but also adding a further deficit 
of nearly 345.89 crores. Some remcdical steps are repor-
ted to have been taken by the undertaking to imprc ve its 
working rosults and to reduce losses but inspite of these 
rem::dial steps the losses of the undertaking are reported 
to be around Rs. 140 crores for the yoar 1986-87, break-
ing all previous records. The Committee take a very 
serious view of these mounting losses. The Ccmmi-
ttee are convinced that the undertaking has failed to 
take realistic ccrroctive measUres to improve producticn 
performance, to redUce cost cf producticn, to (ptimi,e 
the productivity of manpower and to optimise machine 
utilisation. In the absence any concerted efforts in this 
direction, the chances to achieve break-even point and 
come out of the red in the near future are very bleak. 

44 7.25 The Company's examination by the Committee has 
also revealed that the Department of C( al haS" not given 
proper attention to a sick unit like ECL. According to 
the guidelines issued by Bureau of Public Enterprises 
every administrative Ministry should review the perfor-
mance of each undertaking under its administrative con-
trol every quarter. However, the Department of Coal, 
had undertaken only one such review during each of the 
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last 4 years. The Department of Coal has also admitted 
in evidence that they have not been able to carry out the 
review every quarter. The Committee take a serious 
view of this lapse on the part of the Department of Coal 
and feel that had the Department carried out the quar-
terly reviews of the undert.aking regularly and given 
proper directions to tackle the ~rcblems faced by it, the 
working results of the undertakIng would have been al-
together different. The Commi~tee hope that the 
guidelines of BPE would be meticulously foUowe4 in 
future by the Department of Coal in respect of the under-
takings under its administrative control. 

The Committee are distressed to note that. inspite 
of the fact that the~Governmcnt had accepted the recomm-
endations of the Committee on Public Undertakings 
contained in their 49th Report (1982-83) that there 
should be automatic follow up action by Ministries on 
C & AG Reports, the C&AG Report on ECL which was 
laid before Parliament in 1983 was not formally brought 
before the Board of ClL/ECL for appropriate secticn 
until this issue was taken up by the Committee. In 
fact when,the Committee raised;the pLint during evidence 
Finance Director of CIL assured the Committee that 
"We will rectify the. mistake in not bringing it before 
Coal India Board so far." 

It was only after the Committee pointed out this lapse 
on 7th October, 1986 during the course of evidence 
of representatives of ECL, C&AG Report was formally 
placed before the CIL Board cn 23td October and ECL 
Board on 1st December, 1986. No explanation of CIL 
and ECL in this regard seems to have been taken by the 
Department of Coal as was admitted by their Additional 
Secretary during his evidenoo when he said "We have 
not done that." The Committee are sorry to find that' 
acceptance of a recommendation of this Committee was 
on paper only and was never followed up in practice. 
The Committee have to express their displeasure 

. over this lapse on the part of ECL, CILand 
also the Department of Coal. The Committee hope 
that such a situation would not be allowed to OCCUr in 
future. The Committee also desire that the C&AG 
Report on ECL should be reviewed by the Department 
Of. Coal and the corrective action taken Gn the points 
raIsed iu the Report should be communicated to Audit 
anI! also the Committee 00 Public Undertakinis withio 
next six months. . 
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