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grrfT î̂  Call.No.
#0 Acc. No.,_________ ) J ) ^  i|

♦

•$.

-8-

•8*
4-

MGIPF—412 NAL/79



Page
No. Line

4
7

10
13

13

15
15
17
18
19
20 
22 
25 
27 
27 
27 
32 
32 
34 
36
38
39 
39 
39 
39

43

43
43

43

43

6th line from bottom 
14th line 
9th line
Figure of percentage of 
Achievement relating to 
promotional drilling for
1982-83
Figure of percentage 
of Achievement relating 
to promotional mining 
for 1982-83
14th line
7th line from bottom
6th line 
16th line 
3rd line 
15th line
4th line from bottom
13th line from bottom
3rd line
9th line
last line
2nd line
14th line
last line
5th line from bottom 
9th line 
4th line 
12th line
9th line from bottom
7th and 8th line from 

bottom
Figures for 1979 in the 

first table
—do—
Figures for 1981 in the 

second table
Figures for 1982 in the 

second table
—do—•

S/25 C <6 AG/83

40'

ERRATA

fSf Read

iime time
Target Targets
50,000 50,500
72 73

130 139

cem cent
year years
Managenese Manganese
lend lead
internai internal
stipulated stipulate
1.22 1.12
4.62 4.52
2510 25.10
phase phases
esthunates. estimat.’.s.
fasc face
no ■ on
mlintenancc maintenance
productivity _ 
30 productivity

39
procedure procedures984 9842
establishment establishmentsManagement Management stated
289 239
3902 3904
121397 131397
53.761 53,76
(-)6.976 (+)6.976



Page
No,

45
46

Lino For Bead

46

17th line
Figure of shortage of 
accessories for 1982-83 
Figure of other reasons 
• L  1982-83

77
6792

837

83
679

8372

S e  t o lifa n d  ma, te  read ta outer

columns. considerable 
and vehicle bodies 

built
Est-Coast 
(—)337.79

47
59

7th and 8th line 
12th line

63
66

67

67
69
80
97

11th line from bottom
Figure in last column, 

3rd line from bottom
5th line from bottom

considerably
manufactured

East-Coast 
(—)237.79

4th line from bottom 
1st line
5tb line from bottom 
Table-item 3 <6:4
(i) below year 1978

(ii) below year 1979

(i«) below 1980

(iV) below 1981

Deterioration in _l̂ w 
and Order position 
in Coal Field,

15.2.3
ourstanding

(6.55 lakhs)

C November 
\  June 
f 91 

i  133 
April '
(11%  increase over
1979)
Oct.
101

March

99

Disturbed conditions 
in the Eastern Indian 
Sector.

15.2.2
outstanding 
(Rs. 6.55 lakhs)

November
June

91
133
April(11% increase over
1979)
101
Oct.
March
99



R EPO R T O F TH E

COMPTROLLER AND AUDITOR GENERAL
OF INDIA

UNION GOVERNMENT (COMMERCIAL)

1 9 8 3

PART II

m ineral  EXPLORATION CORPORATION 
' LIMITED

A,



P a r a g r a p h  N o .

1. Introduction . . . .

2 . Objectives and Role of M ECL .

3 . Organisational Set up . . .

4 . Capital Structure

5 . Mineral Exploration Work

6. Operational Performance .

7 . Review of Projects

8. Non-fixation o f norms

9 . Position of Drills, their Utilisation and Productivity

10. Manpower . ,........................................

11 . Utilisation of Shifts . .

12. W o r k s h o p s ..................................................

13. Costing and Management Information Systems

14. Pricing P o lic y ..................................................

15. Financial Management . . . .

16. Material Management and Stores .̂

17. Modernisation, Research and Development.

.18 . Overall Summary . .

Annexures (I to IV).........................................

(i)

1 

1 

4  

3 

6  

10 

26 

30 

33 

40 

46 

53 

59 

61 

64 

• 71 

82 

83

89— 99



P R E F A T O R Y  R E M A R K S

A reference is invited to Paragraph 5 of the Prefatory 
Remarks contained in Part I of the Report of the ComptroUer 
and Auditor General of India— Union Government (Commercial), 
1983 regarding selection of certain undertakings for appraisal 
by Audit Board under the supervision and control of thei 
Comptroller and Auditor General of India and the decision to 
present the reports in a number of parts. This part contains 
the results of the appraisal undertaken by the Audit Board 
on the working of the Mineral Exploration Corporation lirait^. 
In this case,, the Audit Board consisted of the following
Members :

S/Shri
S -. Siiiri

.2 . N. g r iV a s ta v a

3 . A, P. Sinha

AdciiKooal Depuiy Ccimjittollet atia 
« Auflilor Benei-a 1 IBbiiifW'efelaH.

Member, Audit Boat'd and EX-OlTicio 

Dlicctor of Commercial Audit, Bhopal.

M e m b e r , A iiilU  B o a it l  an .I E x -O lf ic io  

D ir e c to r  Of C o m m e r c ia l  A u d it ,  C a lcu tta .

4 . *A. N. Banerjee Chairman-c«/n-Managing Director
(Retired), Central Mine Planning and 

Design In s titu te — P a r t- tim e  Member.

5  S. V. P. Iyengar Deputy Director General (Retired),
G e o lo g ic a l  S u r v e y  o I In d ia — P a r t- tim e

Member.

♦ Shr7 A . N . Banerjee did not attend the meeting held on 9 th December

1983.

(iii)



2 . The Report was finalised by the Audit Board after taking 
into account the results of discussions held with the representa­
tives of the Ministry of Steel and Mines (Department of Mines) 
and the Company, at its meeting held on 9th December 1983 and 
the additional information furnished by the Ministry in December 
1983 .

3 . The Comptroller and Auditor General of India wishes 
to place on record his appreciation of the work done by the 
Audit Board and acknowledges with thanks the contribution, 
in particular, of the Members who are not oflicers of the Indian- 
Audit and Accounts Department.

( i v )



The Mineral Exploration Corporation Limited (MECL) was 
established on 21st October 1972  by transferring the function 
of'mineral exploration and the related equipment and personnel 
from the Geological Survey;of India. The primary object of 
formation of the Company was to give a commercial bias to 
mineral exploration and to bridge the gap between initial 
discovery and eventual exploitation of mineral deposits. With 
this objective, MECL carries out detailed exploration of mineral 
deposits and prepares detailed geological reports which would 
enable the exploiting agency to take investment decisions or to 
commission preparation of feasibility reports. MECL also 
undertakes drilling and underground de '̂elopment as well as mine, 
construction. Its exploration work is undertaken on contractual 
basis for clients or on promotional basis on behalf of the 
Government of India.

1. Introductiou * - i -

2 . Objectives and role of MECL

2.1 Objectives

2 .1.1 The main objectives of the Company as laid down in 
the Memorandum o f  Association and the micro objectives 
adopted by the Company have been reproduced in Annexure I.

2 .1.2  In pursuance of the recommendation of the 
Administrative Reforms Commission, the Ministry of Finance, 
Bureau of Public Enterprises in November 1970  requested ah 
the Ministries to initiate action to lay down the objectives and 
obligations, both financial and economic, of each enterprise 
under their administrative control. The objectives and obligations 
of' MECL in terms of this recommendation have' however, not 
been laid down so far.



2 .1.3 In the meeting of the Audit Board held in December 
1983 , it was pointed out. to the Ministry that setting/^out ot 
micro objectives has necessarrily to be accompanied by short 
and long term plans which would indicate in concrete and 
quantified terms how the Company-proposed to achieve these 
micro objectives. Hie Secretary, Department of Mines, was of 
the view that perception about the macro objectives keeps on 
changing from time to time with the growth of industry and 
diversification programme etc. The Secretary also mentioned 
that an attempt made earlier to lay down the macro objectives 
of each public undertaking was ultimately given up because the 
fixation of macro objectives was beset with enormous number 
of difficulties and problems owing to diversity of factors involved.

2.2 Role of MECL

_ 2 .2.1 The Company was conceived as the sole agency ot 
the Government of India to carry out detailed exploration ot 
mineials thioughout the country. It was also decided at the 
time of formation of the Company that the public sector agencies 
engaged in exploitation of mineral deposits may carry out 
underground development/exploration in the mines through their 
own agencies or through the MECL. The exact line of 
demarcation between the public sector exploiting agencies and 
the Mineral - Exploration Corporation was, however, to be 
determined in consultation with the concerned interests alter 
the Corporation was set up. Even though 11 years have elapsed 
no exact line of demarcation between the public sector exploiting 
agencies and Mineral Exploration Corporation has been 
determined so far and the public sector undertakings like Coal 
India Limited and its subsidiaries. National Mineral Development 
Corporation Limited, Hindustan Copper Limited, Hindustan 
Zinc Limited etc. who are engaged in the exploitation of mineral 
deposits, also carry Out mineral exploration through their own 
agencies. In this connection, the Management stated (June
1 983 ) as follows :

“Tendency of other exploiting agencies to develop their 
own exploration wing creates a situation where



MECL is not clear of its future role. This also 
affects its plans for modernisation and investment 
besides creating a situation where it has to face 
undesirable competition.”

2 .2.2 In reply to a query about the need for a clear 
definition of the role of MECL in mineral c.'tploraUon, the 
Ministry stated (November 1983) as follows :

“The public sector undertakings under the Department 
of Mines have taken up e.xploration work only with­
in their lease hold .areas; new areas are left for 
exploration by MECL. However, in the case of 
coal, exploration v/ork is done both by Coal Mines 
Planning and Design Institute (CMPDI) and MECL. 
The question of assigning the . work of coal 
exploration between CMPDl and MECL is under 
consideration of the Department of Mines and a 
satisfactory solution vdll be arrived at in consultation 
with the Department of Coal.”

3

2 .2.3 The main activity of the MECL is at present confined to 
exploratory drilling in the coalfield areas. But the CMPDI has 
developed its own exploration wing to take up exploration work 
on behalf of its sister coal companies and it assigns work to 
MECL on a year to year basis only. The uncertaiiUty of work, 
according to the Management, has acted as a major constraint 
for the Company in planniiig on a long term basis. The need for 
a clear definition of the role' of MECL in mineral exploration 
vis-Or-vis exploiting agencies in public sector, therefore, cannot be 
over-emphasised.

2 .2.4 On being pointed out by the Audit Board in its meeting 
-with the Ministry that there was a certain amount of overlapping 
of fuitctions of CMPDI and MECT., the representative of the 
Ministry stated that CMPDI "was' primarily a mine planning and



design undertaking and should not take up exploration work at 
the cost of MECL which was intended to, be the chief mineral 
exploratictn agency of the Centra] Government to expedite mineral 
development in the country. The Secretary, Department of Mines, 
was of the viev/ that MECL should be strengthened by entrusting 
the entire exploration work in the coaf sector exclusively to it. 
He also stated that a working group has been formed to work 
out the strategy for exploration of non-ferrous' metals during the 
Seventh Five Year Plan and tliis aspect would also be considered 
by the group.

2 .2 .5  Regarding the role Of the MECL in mineral exploration, 
the Audit Board in its meeting with the Ministry enquired 

. whether it would not be desirable for the Company to have a 
key role ini the planning and programming of mineral exploration 
in the country instead of being only a contracting agency. The 
Secretary, Department of Mines agreed with the analysis and 
stated that such an| approach would indeed be in consonance 
with the Government decision for setting up the MECL,.

3 . Organisational set up
3.1 The Management of the Company vests in the Board eft 

Directors consisting of Managing Director and Directors. The 
Managing Director is assisted by one Director (Technical), 
Financial Adviser and Chief Accounts Officer and by Heads ctf 
other Departments.

3 .1.1 The Company had set up five zonal offices one each 
at Nagpur, Calcutta, Hyderabad, Lucknow and Jaipur at the 
Time of its formation. ITie Company found the following draw­
backs' in these zonal offices :

(i) Multiplication of common administrative services 
hke personnel, administration, accounting, stores,, 
office buildings, laboratories etc. disproportionate to- 
the work load in the region;



(ii) As adequate financial and administrative powers had 
ncrt been delegated to the zonal offices, the matters 
had perforce to come to Company’s Head Quarters 
for decision gating delayed in the process ; and

(iii) Lack of co-ordination in activities like deployment 
of equipment, recruitment and wages of ctntingent 
employees, hiring of building, resulting in proEferation 
of facilities disproportionate to the existing or fikely 
future needs,

3 .1.2 Realising these drawbacks and anticipating economy _ot 
Rs. 28 lakhs per year, the Company decided in November 1975  
to abolish the three zonal offices' at Hyderabad, Lucknow and 
Jaipur. However, with a view to halting falling trend in producti­
vity and achieving better organisational effectiveness, the Company 
on the basis of a report of officers submitted in February 1 9 8 2 , 
decided (April 1 9 8 2) to retain the project management system 
on matrix concept with introduction of three tier management 
system by creating five-Area Offices at Calcutta, Raiichi, Nagpur, 
Hyderabad and Jaipur for operating the projects on geographical 
basis, and creation of the posts' of Area Managers.

3 .1.3 Under this system, each Area Manager is assisted by 
a number of Project Managers depending upon the concentration 
of activity; functions like accounts, personnel and stores have 
been decentralised, and financial and administrative povvers have 
been delegated to Area Managers. The Company anticipates 
10 per cent increase in productivity as a result of this 
reorganisation.

4 . Capital structure *
4.1  The authctrised capital of the Company is Rs. 25 crOTCS. 

As on 3 1st March 1 98 3, its paid up capital stood at Rs'. 2 3 .8 9  
crores (including advance against shares) fully subscribed and 
paid by the Government of India. Besides, a sum of Rs. 4 .2Q



crores was paid by the Government as loan to the Company uplo 
1982-83 for purchase of capital equipment. The debt equity ratio 
as on 31st March 1983 was 0 .18  : 1.

5 . Mineral Exploration Work
5.1 Existing Activities

5 .1.1 Explcnratory drilBng, mining, mine construction along- 
with the requisite geological and analytical works and finally 
preparation and submission of geological reports containing results 
of the investigations and reserves established, fcrrm the main 
activities of the Company. The major exploration activity of the 
Company at present is in the various coal fields of the cc?unti7 
though it has also done mineral exploration in ferrous, non-ferrous, 
non-metallic and precious metals. Besides mineral explorationi, 

• the Company has extended in recent years its activities to geo­
technical investigations for dam foundation! and ground water 
resources.

5 .1.2  Since its inception in October 1 972  and upto 1 982-8 3 , 
the Company has done 1 2 .1 0  lakh metres of drilling, 0 .5 6  lakh 
metres of exploratory minjing, 640  sq. kilometres of surface 
topographical survey and 623 sq. kilometres of geological 
mapping. The Company has also claimed to have established 
1 57 34  million tonnes of additional reserves of various minerals 
including 5 7 8 7  million tonnes of coking coal, 5 8 8 6  million tonnes 
of non-coking coal, 1175 million tonnes of bauxite, 1 972  million 
toniies of iron ore etc. upto 1 98 2-8 3 . In response to a queî  ̂of 
the Audit Board whether the Company had the system of post 
project coordination with the clients and association of its geo­
logists at the stage of implementation the Management stated 
(July 1 9 8 3) as follows :—

The suggestion made by (he Audit Board about tlie post 
project coordination with the clients and association 
of our geologists at the stage of opening up of



deposit has' been noted and will be iffiplementcd 
this would provide feed back few increasing the_ 
confidence level of the work of exploration. Such a 
system does not, as yet, exist in a formal way

5.2 Plan performance for mineral exploration

5 .2.1 The Company had prepared Fifth and Sixth Five Year 
plan proposals.

The Fifth Five Year Plan (1973—7 8) proposajis submitted 
to the Government of India inj June 1973 envisaged a total 
financial outlay of Rs. 56.41 crores and profit of Rs. 5.51 croreS 
during the plan period. The targets for the plan period in respect 
of exploration works as fixed by the Company and actuals there- 
against are given below:—

SI.
No.

. Item o f work Unit Target Actuals

(0 Detailed mapping . . Sq. Km. 518.75 N .A .

m Core Drilling . . metres 12,76,150 4,19,481

m Exploratory mining . metres 54,604 16492

( , v ) , Sample analysis . numbers 4,07,230 N .A .

It would be seen that Ccfmpany’s achievement during Fifth 
Five Year Plan period was only 32 .8 7  per cent in core driltrtg 
and 3 0 .2 0  per cent in exploratory mining.

5 .2 .2  The Sixth Five Year Plan (1 97 8—8 3) was dra'wn up 
by the Company in' October 1 97 7. This envisaged a total capital 
expenditure of Rs. 19.17 crores tc> be financed from internal 
resources (Rs. 8.74 crores) and from Government of India as 
equity (Rs. 10.43 crores). In addition, Rs. 28 .73  crores were 
envisaged as a grant from Government of India against promo­
tional work. However, as the Government modified the plan 
period to 1980—85, the Company revised the plan and submitted 
it to Government in October 1 98 0. The details of the physical



s

targets in the original and revised Sixth Five Year Plan are given 
below:—
SJ. Item o f work 
No.

Unit Total quantity

Original 1978-79 
to 1982-83

Revised,
1980-81

to
1984-85

1 2 ■ 3 4 5

1, Detailed surveying and
geological mapping . Sq. Kims. 630 500

2. CoiedrUling Metres 8,80,000 8,88,500

S. Exploratory mining Metres 40,400 50,500

4. Analytical work . Nos. 3,20,000 samples 
and 11,26,000 
determination 
samples

75,000
samples

5. Mineralogical, Petrological
and trace element studies No*. 9,000 samples 7,500

samples

6 . Benefidation Studies N os. 60 samples 60
samples

5 .2.3  To achieve the t̂ gets as laid down in the Revised Plan, 
Ri. 25 crores were required for capital expenditure and Rs. 20  
crores as grant ôr promtJtidnal projects. Of the capltd expendi­
ture of Rs. 25 crores, Rs. 1 3 .7 0  crores were to be“received as 
grant from Governmerit of India and balance Rs. 1 1 .3 0  crorei 
was ta be met from internal resources. The Government of India, 
however, approved only Rs. 2 0  crores for capital expenditure 
wherein internal genleration component of Rs. 1 1 ,3 0  crores re­
mained unchanged and the Government’s' grant wag reduced frcfm 
Rs. 1 3 .7 0  crores to Rs. 8 .7 0  crores.

5 .2 .4  Against the promo/tional projects of Rs. 2 0  crotes for 
the plan! period 1 98 0—8 5 , the Company utilised only Rs. 6.S3 
crores in the first two years i.e. 1 9 8 0 -8 1  and 1 9 8 1-8 2 , leaving 
a balance of Rs. 1 3 .4 7  crores for the remaining 3 years.



5 .2.5  The mincralwisc work programme proposed in the Sixth Plan for the first two y,cars i.e. for
1 9 8 0 -8 1  1 9 8 1 -8 2  and actual performance thereagainst are indicated below ;—

SI. Mineral 1980-81 1981-82
iNO,

Geological 
mapping &  

Survey 
(Sq. Km.)

Drilling 
 ̂ (metres)

Mining 
(metres) ,

Geological 
mapping &  

Survey 
(Sq. Km.)

Drilling
(metres)

Mining
(metres)

Plan Actual Plan Actual Plan Actual Plan Actual Plan Actual Plan Actual

1. Coal 82 56 136500 101728 92 63 129000 112821
2 . Copper . 6 1 7800 3623 ■ 900 388 6 2 18000 7545 3100 497
3 . Lead-zinc 2 5300 5236 1410 1134 2 1 3000 3575 ,1600 2352
4 . Bauxite . i  5 3750 7642 2060 1814 5 3000 1489 500 20
5 . Gold 1 4600 3617 250 1 ■ .. 4000 2736 1000 726
6 . Diamond 4500 2340 800 274 . . 5000 5995 2500 2948
7 . Manganese , , . , 2580 1884 5000

567
1800 39

8 . Chromite • * . • 3000 2057 . . 5000
9. Ground 

water &  
Geotechni­
cal w o rk. 3050 4262 500 430 10181

ft

569
10. Others .. •• 892 •• •• 4 ’ .. 8000 232 •

T o t a l  . 96 62 168500 131397 8500 5924 110 66 180000 145141 10500 7151

vc>



1 0

5 .2 .6  It would be seen that during the first two years of 
the Plan, only 31 per cent of total drilling targets, 26 per cent 
of total mining targets and 25 .6  per cent of geological mapping

■ and surveying work set for the Sixth Plan period were achieved.

5 .2 .7  The Company further, revised its Sixth Plan proposals 
and submitted its Revised Plan on 5th October 1 982  to the 
Mimstiy. In the revised proposals, the Company revised its 
drilling targets from 8,8 8 ,5 0 0  metres to 1 1,0 1 ,5 0 0  metres, mining 
targets from 5 0 ,0 0 0  metres to 5 2 ,3 0 0  metres, geological mapping 
and survey from 5Q0  sq. km. to 4 6 0  sq. km,, analytical work 
from 7 5 ,0 0 0  samples to 80 ,0 0 0  samples and mineralogicaI|petro­
logical studies from 7 5 0 0  samples to 8 00 0  samples. The total 
outlay of the Sixth Plan was also* changed from Rs. 4 7 .9 0  crores 
to Rs. 9 5 .2 8  crores.

The Ministry stated (December 1 9 8 3) that these proposals 
were not coilsi'dered due to constraint of financial resources.

5 .2 .8  The Audit Board pointed out during the meeting with 
the Ministry that the Company was trying to increase its capacity 
by acquiring sophisticated equipment but on the basis of the 
work load of around 1-8 lakh metres of drilling in 1 98 2-8 3 , it 
was doubtful ŵ iether there would be sufficient work load to 
achieve the target of 3 lakh metres of drilling by 1 98 4-8 5 . 
Further, the CMPDI had indicated to MECL the availability of 
16 lakh metrage of drilling during next 10 years and the 
promotional drilling’ work,available was around 20,000 metres 
per year. The Secretary,'Department of Mines stated that ade­
quate work load would be forthcoming but the only problem was 
the removal of management constraints to meet the challenge 
for which the management was being geared up.

6. O p c r a tio iia l p e rfo rm a n ce

6.1 The Company had not drawn up since its inception to 
1982-83 any long term programme in mineral exploration indica­
ting, inter dia, drilling aJki mining capacities of the Company.



Ids tliis connection, the Management stated (June 1983) that 
Ihere has been a tendency on the part of other exploiting agencies 
to develop their own exploration wings and CMPDI, which is 

Company’s main customer, has not been able to indicate the long 
term plan for coal development with the result that the Company 
has not been able to gear itself for a long term growtli, including 
development and trailing of personnel, investment in plant] 
machinery, modernisation etp. In reply to a  query of the Audit 
Board whether it was not doe to lack of confidence in the 
capabilities or due to lack of capacity, the Company could not 
take up the entire work load of mineral exploration in the 
country,/the Management stated (July 1983). imer alia, as 
follows ;—

“The Corporation is aware of (i) necessity to build 
adequate capacity to undertake exploration for coal 
and other minerals, (ii) to modernise its exploration 
tools, (iii) improve the quality of its work and
(iv) to adhere to time schedules' for exploration. 
These alone can build confidence in the organisation 
by its clients, besides, morale of its own work 
force.............. ..

There have not been any allegations on the quality
of the work done by the Corporation..........................

 ̂ In a few cases, however, there have been differences 
of opinion on the interpretation of coalfield structure 
between CM PDI and the Corporation. Such cases 

. are very few in relation to the work done and in 
Our opinion could not be totally avoided in an inter­
pretative science......................  However, the sugges­
tion of...^................. Audit Board to m.aintain close
liaison with the client to obtain regular feed back 
on the quality of report based on the information 
gathered by client during construction phase has been
taken due note of....................... This will not only
enable to improve confidence level within tlie 

S/25  C & A O / 83— 2 .

1 1  ^



organisation but also examine the reasons for
inccJrrect, if any, interpretations,.............

6 .1 .1  Iii regard to long term planning, the Management 

further, stated (July 1985) as follows :

“ One of the major constraint, having a serious impact on 
the long t ^  growth of the organisation, is the
uncertainty on its M u re  workload..................  Only
liow have C M PD I indicated that in the next 10 years 
M E C l. will be awarded 16 lakhs metres of drilling 
as a part of its coal exploration programme. For 
base metals too there is no plan for exploration with 
accent on long or medium terms forecasts. It is done
on prospect to prospect basis.................Corporation
is now preparinjg a  plan for long term exploration 

of minerals like copper, gold etc. based on the need 
to meet the internal demand and known sources of 
these minerals based on earfier regional exploration 
done by GSI. W e propose discussing this plan with 
the Government, the concerned exploiting agencies 
and GSI so that a long term plan of exploration of
all major minerals demarcated...................... This' will
enable the Corporation to draw up a reasonably 
firm plan from 1984-85 for growth, equipment pro­
curement, personnel development, creation of 
iiffrastructure and strpporting facilities etc.”

6.1.2 Annual mincralwise exploration programmes were 
drawn up by the Company at the time of preparation of its annual 
budget estimates on the basis of the drilling, mininfe works etc. 
to be undertaken during that year on continuing projects and 
anticipated works ori projects to be assigned to it by the Govern­
ment of India, C M P D I and other clients. The programme was 
invariably revised, while preparing the Revised Budget Estimates, 
on the basis of the actual work done during the first five|six months 
of the year on the on-going and new projects taken up during 

these months.

1 2



6.1.3 The table below indicates the targets fixed in the original and revised Budget Estimates, vis-a-vis -the actual operational, performance during the year 1977-78 to 1982-83 in respect of the main actmties of the Company.

SI. Item 
No.

1977-78 1978-79 1979-80 1980-81 1981-82 1982-83
Budget
Estimate

Revised
Target

Achieve'
ment

■ Percentage of Budget 
Achievement Estimates 

with
BE & RE

Revised Achieve- 
Target ment

Percentage of 
Achievement 

' with 
BE &  RE

Budget
Estimate

Revised
Target

Achieve­
ment

Percentage of 
Achievement 

with
BE RB

Budget Revised Achieve- 
Estimate Target ment

Percentage of 
Achievement 

with
BE <& RE

Budget Revised Achieve 
Estimate Target ment

- Percentage of 
Achievement, 

with - 
BE &  RE

Budget Revised Achieve 
Estimate Target ment

- Per<»ntage of 
Achievement 

with
BE &  RE

I. D rilling {m etres) -

Promotional . 14060 45620 15433 110 99 57600 49000 50083 87 102 . 52800 45480 44338 84 97 55300 27450 19797 36 72 . 48000 22100 18570 39 84 29700 19390 14236 48 72
Contractual . 140203 119610 119704 85 100 100000 134700 137080 137 102 . 137100 132420 100512 73 76 133600 141038 111600 84 79 . 132000 129200 126571 96 98 152500 166310 175135 115 105
Total . 154263 135230 135137 /  88 100 157600 183700 187163 119 102 . 189900 177900 144850 76 81 188900 168488 131397 70 78 . 180000. 151300 145141 ■ 81 96 182200 185700 189371 104 102

n. M ining (m etres)
--

Promotional 3060 2677 3365 110 126 7060 5991 6749 96 113 . 5029 4492 4761 95 106 5699 4190 3010 53 72 . 5100 4470 4191 82 94 4200 4899 5841 130 119
Contractual 2860 2665 3177 111 119 840 1909 1526 182 80 . 2971 4517 3658 123 81 4788 4330 2914 61 ,67 . 5400 3130 2960 55 95 6300 4791 4001 64 83
Total 5920 5342 6542 111 122 7900 7900 8275 105 105 . ’ 8000 9009 8419 105 93 10487 8520 5924 56 70 . 10500 7600 7151 68 94 10500 9690 9842 94 102

III. W orkshop (A)

i

Manufacture T.C. Bits - 17132 • 6288 . 4398 7970 , 6525 N.A.

Others 8253 8932 - 10412 11121 9466 N.A.

Total • 25385 15220 14810. 19091 15991 23719
Note: Mining includes excavation in cubic metres which is copvcrted into liner metres by adopting a factor 6 cubic metres to 1 metre. 

(A) Targets in B.E. and R.E. were not fixed for working.

>̂/2S C&AG/83— .t
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6.1.4 The following points are of interest in this connec­
tion :—
Drilling performance

The total drilling done in respect of promotional and contrac­
tual works during 1977-78 was 1,3 5 ,1 3 7  metres which increased 
in m»xt year to 1,87,163 metres. Thereafter the meterage dril­
led has fallen down during 197 9 -8 0  to 1 98 1 -8 2  but again picked 
up during 1982-8 3. For the years 1 97 9-80, 1980-81 and 1 98 1- 
8 2, the decrease compared to 197 8 -7 9  has been 22.61 per cent, 
2 9 .8 0  per cent and 22 .46  per cent respectively.

The shortfall in over all drilling performance was contribu­
ted me inly by exploratory drilling work in promotional projects 
which came down to 18570 metres during 198 1 -8 2  from 50083  
metres in 1 978-79  showing a drop of 63 per ceiii.
Mining Performance

In the year 197 7 -7 8  the Company did 6 54 2  metres mining 
work which increased to 8275 metres and 8419 metres in the 
years 1 978-79  and 1 97 9 -8 0  respectively. But it decreased to 

■ 5924 metres and 7151 metres in 1980-81 and 1 9 8 1 -8 2  respec­
tively. The year 1980-81 had maximum decrease of 2 9 .6 4  per 
cent as compared to performance of 1 979-8 0 . Percentage of 
actual performance compared to the budgeted target was very 
low dining 1980-81 and 1 9 8 1 -8 2  (5 6  per cent, 68 per cent 
respectively), though the Company had been earlier achieving 
more than 100 per cent of the budgeted targets during imme­
diately preceding three years.
, Mining performance in promotional works was 3 365  metres, 
6749 metres, 4761 metres, 3 01 0  mdtres and 4191 metres during 
the year 1 977-7 8 , 1 978-7 9 , 1 9 7 9-8 0 , 1 980-81  and 1 9 8 1 -8 2  
respectively. The decrease in mining performance compared to
197 8 -7 9  was 2 9 .4 6  per cent, 55^.40 per cent and 3 7 .9 0  per cent 
respectively for the years 1979-8 0, 198 0 -8 1  and 1 9 8 1 -8 2  Simi 
larly, during the years 1980-81 and 1 9 8 1 -8 2  mining perform­
ance m respect of contractual works was only 
61 per cent and 55 per cent of the respective budget estimates



6 1 5  The Management attributed the shonfall in drilling 

and mining performance to the following reasons

. 1979-80

16

A — Drilling
(i) acute shortage of HSD oil,
(ii) non-materialisation of anticipated work load; and

(iii) non-availability of large size (HX) casings.

B— Mining
( i )  N o n -m a te r ia lis a t io n  of constractual workload ( '- .g .,

Khetri) ;

(ii) frequent shortage of explosives in some projects ;
(iii) some of the mine construction jobs arc of the nature 

of mine reconditioning ;
(iv) floods in Brahmaputhra Flood Control Council areas ;

and

(v) non-availability of high speed diesel.

1980-81 '

Drilling and Mining

(i) Non-materialisation of work in Khetri project ;

(ii) work in diamond project could not be commenced ,

and ’ \_

(iii) absence of sustained workload and agitation bv the 

employees.

_ 19^ -8 2

'  (a) Drilling

In promotional work due to shortage of diamond tools in 

gold and diamond projects and contractual work due to shortage



of essential operating equipments, drilling accessories, wire line 
drill rods and diamond tools.

(b) Mining

In promotional project at Ramgiri, the work was reclama­
tion and reconditioning of shafts and in contractual projects in 
Managenese Ore (India) Ltd., the closure of work and opera­
tional problems due to water seepage in Agucha, power failure 
in Khctri.

1 7

6 .2  Geological Reports

Results of inverstigations conducted for mineral exploration 
and the reserves established arc embodied in the geological re­
ports prepared by the Company on the closure of the project. 
Such reports arc required to be submitted to the Government of 
India in the case of the promotional projects and to, the con­
cerned exploiting agency/State Government in the case of con­
tractual projects. iFor delay in submission/non-submission of 
the report, the Company is liable to pay penalty as per the 
terms and conditions in the contract, besides a part of the total 
payment to be made to the Company is also withheld by the 
Government of India/client till the report is submitted.

6 .2.1 During the period from 1973-74 to 1982-8 3, the 
Company completed 41 promotional and 133 contractual pro­
jects. Of these 174 projects, geological reports were not re­
quired to be submitted by the Company in respect of 28 pro­
jects. Out of the remaining, the Company submitted 18 final 
geological reports in time; in respect of 21 projects, draft re­
ports were submitted within the due dates and submission of 
final reports was delayed. There were delays of 1 to 6 months 
for submission of 36 geological reports and of 6 months and 
above in respect of 71 reports. Thus, there v/ere delays in 
suWiission of reports in respect of 61.5 per cent of the projects. 
As on 31st March, 1983, there were 12 reports pending with 
the Company for submission to their clients.



6 .2 .2  The Management at.tibn«d (Inly 1 9S3 ) the delays-, 
in submission of the Reports to .

“A — External reasons
(i) Quantum o£ dtiUing originally envisaged is revM
' ' number of times leading to alternations m calcula 

■ tion and inferences already drawn.

“ > s r r j * - - . ;? ™  * '

documents.
(ui) Frequent changes in inter ee priority 

i * line to the situation where frequent shifting o p
soLl from one project to another has '» ê reso - 
ted to. For pregmatic reasons such frequent shifts 
are neither feasible nor desirable and lend to un­
avoidable delays. Receipt of chemical analysis has- 
been delayed in several cases and in some cases it 
came in bunches after a long spell.

(iv) Even though constant dialogue during the course of 
exploaation and upto the stage of preparation of 
draft report is maintained, difference of opinion m 
many cases is voiced only after the final draft is 
submitted leading to further discussion for arriving, 
at a mutually acceptable solution.

(V) Although the inputs needed have increased very con­
siderably, the time allowed for report preparation 
remains the same. While there has been nearly 3 - 
fold increase in geological documentation, the timê  
for preparation of report continues to be as stipula­
ted in the Contract of. 1 97 5  i.e. 4  months.

(Vi) As per draft contract, CMPDI are required to vet 
the draft within 4 5  days. However, in nearly half

18
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of the cases this time ranges from 2  months ̂ rto 14 
months. \

(B) Internat reasons

(i) During the year 1976 when final options became 
operative for Geological Survey of India officers 
who were on deputation to Mineral Exploration Cor­
poration Limited, about 17 officers left the organisa­
tion. The gap could not be filled up by new offi­
cers for quite a long time.

(ii) The size of reports had been increasing and number 
of reports also increasing, and there was a shortfall 
in strength of officers. Because of very difficult 
working and other conditions it had not been possi­
ble to attract adequate officers.

(iii) Shortage of technical personnel like draftsmen.”

6 .2.3 The Ministry stated (November 1 9 8 3) as follows :
K“Factors contributing to undue time-lag between the com­

pletion of exploration work and submission of geo­
logical reports have been identified. The Company 
has proposed the following action to reduce this 
tkne lag :

(a) At present a flat period of four months is allowed 
for preparation of reports irrespective of the 
work-load. It is now proposed that the period 
for preparation of these reports should be decided 
depending on the amoimt of work involved. It 
is also proposed that even where the MECL has 
actually started the work the period of submis­
sion of report would also be extended in case of 
an increase in the work of extension of blocks 
after MECL has actually started the work.



(b) According to the present practice, only after re­
ceipt of the comments of the client on the draft 
reports, the final report is prepared and submit­
ted to the client. Sometimes the client takes a 
long time to furnish its comments. In some cases, 
like coal, samples are analysed by the Central 
Fuel Research Institute (CFRI), which has its 
own priorities. The time taken by CFRI in giving 
its analysis report is also counted against the 
period of four months allowed to MECL for sub­
mitting its report.
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MECL will have a dialogue with CFRI with a view to 
reducing to the minimum, the time taken for pro­
viding analysis reports. The'Company also intends 
to stipulated in future contracts that either the period 
for preparation of its final report should count from 
the date of receipt of comments by the client or a 
maximum period of 45 days should be allowed for 
the client to furnish his comments failing Vv'hich 
MECL will finalise its report and the client will 
make full payment to MECL and not withhold any 
percentage on account of non-submission of final 
report. ;'

It may be mentioned that after concerted efforts made by 
the Company, there are now only two reports on 
promotional projects (Baphilimalli and Kodinga- 
malli) pending.

The Company hopes to submit these reports also by 
January 1984 and clear all arrear reports on con­
tractual work by March 1 9 8 4 .”

6 .2 .4  The Audit Board in its meeting with the Ministry 
■ suggested that detailed analysis of delays that had already occur­
red in the submission of geological reports should be made to



ascertain the reasons therefor and to adopt remedial’̂ mcasiires 
in so far as they pertained to in house management. The 
Management explained in the meeting that they have already 
analysed about 20 cases and drawn certain broad conclusions 
therefrom and were trying to frame more realistic time schedule 
for submission of reports by assessing the time requirements item- 
wise and the future contracts would be concluded on the basis 
of this study. Further the Company has already acquired one 
computer and it was considering to have another to reduce the 
delay in preparation of the geological reports.

6.3 Pentlty imposed by C M P D I due to non-completion of work 

in scheduled time.

In May 1975, the Company entered into an agreement v/ith 
the Bharat Coking Coal Limited (BCCL) to drill by March 
1976 about 137 boreholes involving 5 52 45  metres of drilling 
and to submit the geological reports by 3 1st July 1 9 7 6 . The 
agreement further provided that in case the final reports are 
delayed beyond 3 1st December 1 9 7 6 , the Company would be 
liable to pay penalty at the rate of i  per cent of the contract 
value for each block for each fortnight of delay beyond 3 1st 
December 1976 upto a maximum of 5 per cent of the block 
contract value. The Company was entitled to receive bonus for 
the blocks for which .reports were submitted befoie 3 1st July 
1 9 7 6@ 3 per cent of the contract value for the block for 
each fortnight subject to a maximum of 5 per cent.

21

6 .3.1 The Company also entered on 5th March 1975 into 
a contract with erstwhile Coal Mines Authority Limited (now 
CIL) for detailed exploration and submission of Geological 
documentation complete with all data and plans for planning 
and designing of mines as per yearly schedule. This contract 
,?lso contained similar provision for bonus and penalty for early 
or delayed performance with reference to the dates stipulated 
in the schedule.



6 .3.2 The Company did not submit the reports in scheduled 
time in respect of 49 projects/blodcs. The Central Mine Plann­
ing and Design Institute (CMPDI) who looks after the explora­
tion work on behalf of its sister Coal companies, deducted 
Rs. 22.09 lakhs as penalty from the bills raised by the Company 
for delayed submission of reports as per contracts.

6 .3.3 The Management attributed the levy of penalty to the 
following reasons :—

(i) Repatriation of large number of officers in 1976 and 
the newly recruited staff was not geared up properly 
to submit the report within stipulated time—Rs. 2 .04  

lakhs.

(ii) Diversion;, of officers to crash programme of sampling 
of coal cores .and non-availability of required typists, 
drawing stores etc.— R̂s. 3 .88  lakhs.
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(iii) Withdrawal of powers for purchasing ammonia paper 
and supply of outdated ammonia printing paper by 

' stores (1 5 0  roUs)—̂Rs. 1.81 lakhs.

6 .3.4 It was noticed in audit that while accepting the penalty 
of Rs. 7.73 lakhs as correct, the Chief Geolologist had observed 
that the penalty of Rs. 13.24 lakhs imposed between July 1976  
and November 1 9 8 1 . was not acceptable to him. The Company 
has, however, not taken up the matter with the CMPDI so far 
(December 1 98 2). It was further noticed that the remarks of 
the Chief Geologist had not been obtained on the remaining 
penalty of Rs. 1.22 lakhs.

6 .3.5 The Ministry stated (December 1 98 3) that MECL 
was in contact with CMPDI and it was proposed to settle the 
issue by discussions.
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6.4 Work-in-Progress— Work done but not billed ^

6.4.1 The total amount in respect of work-in-progress 
work done , but not biUed by the company for the last five years- 
ending 31st March 1982 is given below

(Rupees in lakhs)

Year

1977- 78

19 78 -  79

19 79 - 80

19 80 - 81

1 9 8 1 -8 2

Amount

8 6 .6 0

1 5 9 .8 7

2 2 8 .8 1

2 3 6 .3 5

1 9 1 .0 8

6.4.2 The work-in-progress— ŵork done but not billed of the 
Company is increasing year after year and stood at Rs. 191.08 
lakhs as on 31st March 1982 as compared to Rs. 86.60 lakhs 
on 31st March 1978. A  review conducted in audit of the 
amounts lying under work-in-progress— work done but not billed 
revaled the following :—

(i) Work done but not billed on account of promotional 
works done on behalf of Government of India.

Bills for geological work and promotional activity taken up' 
at the behest of Government of India are raised by the Company 
to the extent of 95 per cent of value of work done. The bills 
for balance 5 per cent value are raised on completion of work 
and submission of final Geological Reports. The value of work 
done but not billed as on 31st March 1982 on account of non­
billing of 5 per cent value of work done was Rs. 65.20 lakhs 
while as on 31st March 1978 it was only Rs. 11.24 lakhs. The 
amount was not billed mainly as the relevant reports had not 
been submitted to the Government of India though the projects 
had been completed.



In the quarterly performance review meeting of the Com­
pany held on 2 5th October 1 982  under the Chairmanship of 
Secretary, Department of Mines, it was agreed that 100 per 
cent claims against promotional work would be paid by the 
Ministry and the Company was asked to submit its claims for 
the balance 5 per cent amount not billed in respect of geologi­
cal reports for the work done upto September 1 9 8 2 . The MECL 
submitted a bill for Rs. 68.66 lakhs (Rs. 6 5 .2 0  lakhs being the 
net amount for the work done and Rs. 3 .4 6  lakhs towards esti­
mated cost of Geo'logical reports) for such claims upto 3 1st 
March 1 9 8 2 . Tlie Government of India released an amount 
of Rs. 6 4 .3 7  lakhs.
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As regards the balance, the Ministry stated (December
1 9 8 3) that “the matter has since been resolved and final pay­
ment is being made to MECL on account of these works”.

Eleven bills for Rs. 3 .5 0  lakhs for the work done from April 
1982 to October 1982 were raised in November/December 1982  
but no amount has been received by the Company upto January 
1 9 8 3 . The decision taken to release 100  per cent payment v/ith- 
out submission of the Geological Reports tantamounts to extend­
ing un-intended benefit to the Company. The Ministry stated 
(November 1 9 8 3) that this was “a conscious decision of the 
Government in the context of the difficult ways and means posi­
tion of the Company which arose mainly on account of the 
delay in the revision of coal drilling rates”.

(ii) (a) B C C L — Contractual work

■ As per the agreement entered into between MECL and BCCL 
on 3 0 th May 1 9 7 5 , it was agreed by the parties that the bills 
for the work done would be. submitted by MECL every month 
in triplicate giving reference of the name of the block, borehole 
number, depth drilled, size core recovery and the amount. The 
bills v/ere to be presented to the office of the CME (Planning) 
BCCL for verification and onward transmission to the accounts 
department for payment. An amount of 93 per cent of the
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bill, if found in order, was to be paid within 3 weeks of the 
presentation. The balance of 7 per cent was to be paid after 
receipt of the final exploration report to the satisfaction of BCCL. 
A  sum of Rs. 29.14 lakhs (net after deducting estimated cost 
of Rs. 12.77 lakhs in respect of Geological reports) mainly re­
presenting balance of 7 per cent claim was lying under ‘'work 
done but not billed” on 31st March, 1982.

(b) Coal {India) Limited— Contractual

Similarly, in terms of the agreement entered into between 
M ECL and erstwhile C M A L  (now CIL) on 5th March 1975, 
bills for the metreage drilled would be preferred by the-M ECL 

• every month and 80 per cent of the bill, if found in order, would 
be paid by the CMPDI within one month of the receipt of the 

bill. In respect of completed bore holes, M E C L would prefer 
separate bills to CMPDI for balance 10 per cent of the total 
amount of the bills. The balance payment of 10 per cent would 
be lelcased by the CM PDI within three months from the date 
of receipt of the complete Geological documentation. It was, 
however, observed that a siim of Rs. 69.61 lakhs (net after 
deducting estimated cost of Geological reports Rs. 17.10 lakhs) 
was lying under work-in-progress— work done but not billed as 
on 31st March 1982. The Company has since raised upto 
31st March 1'983 bills amounting to Rs. 4.62 lakhs for Dawra, 
Nuandili and Shymsunderpur projects. No payment has beeii 

■ received by the Company so far (June 1983).

(iii) Other terim of work of promotional Projects includ­
ing w ork'done in excess of sanctioned limits.

Rs. 18.76 lakhs were outstanding under this head due to 
work done in excess of limits sanctioned by the Government of 
India in respect of promotional works, petrological charges in 
respect of closed. projects and for physical/chcraical analysis 
done m respect of these projects. The bills were not raised as 
the'sanction of the Government of India for work done in excess 
of the limits was not asked for and also because relevant reports/ 
results of investigations were awaited.
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7 . Review of Projects
'] \ \  review conducted in audit of certain promotional and 

contractual projects revealed the following major deficiencies .
(i) Inadequate pre-project planning ;
(ii) Inadequate project management and control reflected 

in large cost and time over-runs ;
<iii) Delay in closure of camps ;
(iv) Low productivity per worker per month ;
(v) Low drilling per drill month ;
(vi) Delay in submission of geological reports t
(vii) Idleness of equipment and man power etc.

7 .2  The project-wise deficiencies noticed are given in the 
succeeding paragraphs :—

1. A skot Multimetal Project Pithoragarh District (I/.P.)...
(i) The project taken up on behalf of Government of India 

involved an estimated aditing work of 830  metres. After com­
pleting 539 metres of aditing, the project was abandoned be­
cause “the rocks encountered were very loose, highly weathered 
and fractured” and there were signs of old workings. This 
shows that the project was taken up with inadequate preproject 
survey.

(ii) As against the estimated cost of Rs. 3 2 .7 2  lakhs for 
the whole work, the actual cost of part of the work done amount­
ed to Rs. 3 3 .6 6  lakhs! Against the estimated cost of Rs. 2 5 0 0  
per metre of aditing, the actual average rate worked out to 
Rs. 6 245  per metre.

(iii) Although Government sanction for closure of the work 
wa.s received in July 1 9 7 9 , the camp was finally wound up in 
March 1 9 8 1 . The expenditure on salaries, POL and other an­
cillary expenses frewn July 1 979  to March 1981 amounted to 
Rs. 1.14 lakhs.



2. Jaggayyapeta Lim e Static Deposits, Andhra Pradesh

(i) The productivity achieved for average borehole depth 
of 2510 metres was only 120  metres per drill month.

(ii) There was delay of H  months i i> shifting the drill 
after completion of the work for want of alternate work.

3. Exploration of Chiria Iron Ore Deposits II, Bihar

(i) The work of conducting detailed exploration in Western, 
Central and Northern Blocks of Chiria Iron Ore Deposit (Bihar) 
taken up in two phase on behalf of Iron Ore Board was com­
menced in December 1975 and completed in June 1978. The 
Company suffered losses of Rs. 2.55 lakhs and Rs. 6.50 lakhs 
in core drilling and geological work respectively and made a 
profit of Rs. 0.91 lakh in mining. The profit or loss on chemical 
analysis for which the Company received an amount of Rs. 8.78 
lakhs could not be worked out for want of relevant cost data.

(ii) Overall productivity of drilling achieved in the project 
was 44.90 metres per drill month.

(iii) Against the normal time of 1 to 3 days taken to start 
a new borehole after closing the old borehole, the time taken in 
the project ranged from 5 to 22  days.

4. Kesarpur Copper Project, Orissa

(i) The actual cost of this promotional work was Rs. 58.45 
lakhs against the estimated cost of Rs. 43.06 lakhs although the 
actual work done on drilling and mining was 1492 metres and
810 metres against the estimates of 1620 metres and 960 metres 
respectively.

(n) As against the total cost of Rs. 58.45 lakhs, bill for 
R e. 47.16 lakhs has been raised, the balance of Rs. 11 29 lakhs 
being direct loss to the Company.

(iii) The M e e t  was completed in 44  months as against 
30 months envisaged in the esthunates.
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(iv) The actual cost per metre worked out to Rs. 9 8 3  
against the estimate of Rs. 477  per metre, the variation being 
due to more time taken and proportionately more expenditure 
incurred on salaries, wages, p.o.l. etc.

(v) Geological report was sent to Government of India in 
November 1981 although the project was completed in January 
1981 and the report was to be submitted within 2 months of 
the completion of the project.

5 . Baphlimali Bauxite Project, Orissa

(i) The Company took 33 months in completing the pro­
motional project as against 21 months stipulated in the sanc­
tioned scheme.

(ii) Though the project was completed in July 1 98 1, the 
geological report has not been submitted to Government of
India so far (December . 1 9 8 3).

(iiO The actual cost of drilling was Rs. 2 1 1 .1 9  per metre 
as against Rs. 5 5 0  per metre charged from the Government; 
the profit margin on drilling being 1 6 7 .5 2  per cent.

6. Kodingamali Bauxite Project

(i) There was delay of 3 months in completion of the 
project.

(ii) The actual cost of drilling worked put-to Rs. 17 .67  
lakhs as against Rs. 5 3 .1 7  lakhs realised from the Government, 
the realisations being three times of the cost.

(iii) In mining, there was a loss of Rs. 2 .4 9  lakhs as the 
cost of mining worked out to Rs. 2 7 5 6 .5 0  per metre as against 
Rs. 1 800  per metre quoted in the estimates. The cost of direct 
labour alone was Rs. 1428 per metre.

(iv) Geological survey report which was to be submitted 
by November 1 980  has not been submitted so far (July 1 9 8 3).
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7. Sifidemar Kalan Lead-Zinc Project, Rdja&thaii »

(i) Thouglj drilling and geology work was over in May < ~ P^ 1 j  
1982, the expenditure on camp winding up continued to be 
incurred upto November 1982.

(ii) Average manpower deployed per drill month ranged 
from 12 to 31. The average productivity per worker per month 
rangcxi between 1.41 metres to 15.29 metres.

(iii) Drilling done in depths below 150 metres was 54 per 
cent of the total metreage to be drilled' as against 37 per cent 
of such drilling stipulated in the sanction issued by the Govern­
ment of India.

(iv) The Go\ernment of India had sanctioned Rs. 69.27 
lakhs for this promotional project involving drilling of 8780 
metres in three phases. The total expenditure incurred on this 
project upto November 1982 was Rs. 49.10 lakhs and the 
Company had raised bills for Rs. 54.88 lakhs for work done 
upto 8780 metres. For extra work of 235 metres drilling no 
bill has been raised (October 1983). In the draft geological 
report prepared by the Company it has been observed (June
1983) by the Chief (Planning) that categorisation of reserves 
established by the Company in addition to the exploratory 
work done by GSI was n o t. indicated and also the Company 
was pot able to arrive at any definite conclusion aboht the 
deposits explored.

8. Siju Project, Meghalaya

(i) Though the Government of Meghalaya and the Board 
of Directors had approved the project by June 1975, the con­
tract was executed in March 1977 and the work commenced in 
May 1977. Additional work was also later taken up (August 
1979) at the same rates.

(ii) There were delays in completion of the work as well as 
submission of geological reports. The work was completed 
finaly in November 1979 as against the extension granted upto 
S/25  C & A G / 83— 4 .



June 1979 and the geological report was submitted in December 
1980 i.e. after 13 months of the,final completion of the project.

(iii) The productivity. of four drills deployed at the site 
was only 35 metres per rig month.

(iv) Equipment and manpower remained idle for 2 months 
due to prelimina'ry establishment and for 3 months for want of' 
instruction regarding commencement o f second phase of the 
work;

(v) The total expenditure on the project amounted to 
Rs. 32.84 lakhs against the contract price of Rs. 19.40 lakhs 
thereby resulting in a loss of Rs. 13.44 lakhs.

8. N o n -fix a tio n  o f  n o rm s

8.1 The main activities of the Com pany are drUling, mining 
and geology works. T o perform these activities, the company 
deploys various .machines such as drills, pumps, compressors 
and a large manpower to run these machines; transport vehicles 
are also maintained for transporting men, mechines and mate­
rials. Thobgh a period of over 1 0  years lias elapsed since the 
formation of the Company, it has not laid down (June 1983) any 
norms of ;—

30

(i) Consumption of P O L  by various drills, other 
machines and vehicles;

(ii) Consumption of bits including diamond bits and 
other accessories;

(iii) Productivity o f various types of drills and other 
machines operating in a given strata/mineral;



(iv) Man-power to be deployed on various machinesT

(v) Establiftment of shifts at the project sites taking 
into account vagaries 'of nature, location, etc;

(vi) Maximum permissible down-time ai«i cost of 
maintenance (corrective as well as preventive) of 
various types of equipment;

31

(t'ii) Levels of inventory in terms of cost and number 
of months cons’umption for different items of 
stores and spares;

(viii) Standard costs of operations.

8.1.1 The overall capacity of the Company to take up 
mineral exploration works and other ancillary jobs has also not 
been laid down. In the absence of these norms'it has not been 
possible to analyse the performance of the Company in a sys­
tematic manner and verify whether the available resources have 
been utilised to their optimum capacity and the Company’s 
working has been economical.

8.1.2 In this connection the
1983), inter alia, as follows :—

Management stated (July

...all the officers who in the initial stage formed the 
management of the Company were extremely com­
petent geoscientists, they had not been exposed to 
the art and science of management. Further in tlie 
formative years the Company was keen to gather
work for itself.......  In 1979-80 the Corporation
faced acute financitl strain arising of the reduction 
m drilling rates following the BPE award.......  This



had a great demoralismg aspect........ Thereafter it
had to fase the continuing disturbed law and order 
situation and strained industrial relations... 
Thus, viewed in retrospect, the organisation has 
been literally carrying out “fixe fighting” operations 
and had hardly time to concentrate on the broader 
management aspects like evolving an efliective 
management controls system, performance evalu­
ation etc............ ”

8.1.3 The Ministry stated (November 1983) as follows :—

“ M E C L is a service organisation as distinct from a 
processing unit. Its performance depends on the 
nature of the mineral explored, the strata and the 
terrain where it has to operate and also no other 
geographical and environmental variables.

In view of the diversities of the factors involved, 
during exploration it has not been possible for the 
C ojipany to evolve standard norms as commonly 
understood to jddge the performance in different 
drilling jobs. The Company has, however, evolved 
a system for control of operations and costs and 
for monitoring the work in the various projects.”

The Ministry further stated that “ in view of the diversity in 
the nature of jobs performed in the process of exploratory 
mining/drilling, it was extremely difficult to arrive at standard 
norms against which, the performance of all the projects could be 
judged” .
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8.1.4 During the meeting of the Audit Board held on 9th 
December 1983 with the representatives of the Ministry and 
the Management, it was pointed out by the Audit Board that



resources available in the form of equipment, men etc. -tjeing 
knowDj it should not be dfficult for the Company to fix the 
overall capacity of the equipment and men in position so that 
whenever targets were fixed lower than the capacity, the 
factors due to which such lower targets were fixed could be 
analysed. Similarly, in respect of norms of production, produc­
tivity and various inputs, it was suggested that if it was not 

possible to fix global norms, atleast projectwise norms taking 
into account the local factors should be fixed with which the 
actual performance can be compared for assessing the perfor­
mance of each project. The Secretarjg Depaitment of Mines 
agreed with both the suggestions and desired, that the Company 
should examine them for implementation. The Management, 
however, intimated that during 1983-84 an attempt has been 
made in this regard and project-wise productivity for drills has 
been laid down and norms of major inputs and manpower also have 
been fixed. It was also stated that a Committee has also been 
set up by Department of Mines to study, inter alia, the question 
of fixing norms of the crew of various types of equipment in the 
different public undertakings.

, 9. Position c j Drills, their Utilisation and. Productivity

9.1 Exploratory drilling in various minerals has been the 
major activity of the company so far. It had taken over 82 drills 
from GSI at the time of its formation. Of these, 68 drills have 
been declared obsolete and written off; 6 others are under write 
off. Tims only 8 drills taken over from GSI are still under 
operation. The Company has purchased 171 drills during 1973- 
74 to 1982-83 as per details below :—

3.3

Year 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 Total 
-74 -75 -76 -77 -78 -79 -80 -81 -82 -83

Number of 
driWs pur­
chased 15 21 50 8 30 17 1 7 12 10 171
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9.2 Deployment efficiency

9.2.1 The following table shows the deployment efficiency 
of the (frills available with the Company during 1977-78 to.
1982-83.

Ason 3Ist March 1978 1979 1980 1981 1982 1983

1. Drills available

2. Drills not in opera­
tion due to ;

142 154 157 162 174 177

(/) Breakdown . 5 12
•f
5 6, 1 1

(rV) Major Repairs 12 8 20 4 • 8 6
(i/7) Shifting 5 9 15 8 18 10

3. Drills in operation
(i) Wireline N.A. N.A. 45 45- 50 40

(iV) Others N.A. •N.A. 78 101. 100 . 122

T ota l

4. Deployment efficien­
cy in respect of MECL

120 125 117 + 6 *
123

144+2* 
= 146

147 + 3* 
= 150

160+2* 
= 162

drill (̂in percentage) 85 81 75 89 84 90

*represents number of drills taken on hire from tbe clients.

9.2.2 It would be seen that the deployment efficiency which 
was 8.5 per cent in 1977-78 came down to 81 per cent in
1978- 79 and 75 per cent in 1979-80 despite the fact that 
during 1978-79, 126 drills were 5 ^ ars or less old and during
1979- 80, 105 drills were 5 years or less oid. During 1980-81 
the deployment efficiency picked up to 89 per cent but again it 
came down to 84 per cent in 1981-8J. In 1982-83 it was 90 
per cent.

9.2.3 It may also be mentioned that the number of drills 
remaining out of operation owing to breakdown and major 
repairs was highest in 1979-80. The Company has, however, 
not laid down any norms for the time required for preventive 
nitintenancc and for the number of drills required as standby.



9.3.1 The foUowing table shows the porductivlty as per various parameters viz., productivitx 
per drill, per shift and per drill month for the last six years :_

9.3  P r o d u c t i v i t y

- 1977-78 1978-79 1979-80 1980-81 1981-82 1982-83
J. Diills in operation . . . . . 120 125 ,123 146 150 162
2. Total drilling done in metres . . . . 135137 187163 144850 131397 145141 189371
3. Productivity per drill per year (metres) 1126 1497 1178 900 968 1169
4. Productivity per drill based on 280 days a year per

day (metres) . . . . . . . 4.02 5.35 4.20 3.21 3.45 4.17
5. Shifts in operation . . . . N.A. N.A. N.A.- 41801 53739 48646
6. Productivity .per shift (metres) . . =. N.A.’ N.A. N.A. 3.1 2.7 3 9
7. Drill months available . . . . . 1581 1870 .1855 1897 2023 2112
8. Drill months in operation 1230 1438 1378 1469 1670 1849

-t-62* +30* + 16*
9. Productivity per drill month in metres . . 110 130 101 88 86 102

♦ Represents drill months in respect of hired drills.



■ 9.3.2 It would be seen that there has been ■ continuous 
downward trend in the productivity per drill frotn 1978-79. The 
productivity per drill in 1978-79 was 1497 metres. In 1980-81, 
it came down to 900 metres an<l in 1981-82 it improved to 
968 metres and in 1982-83 to 1169 metres but was still lower 
as compared to, the productivity during 1978-79. The producti­
vity per shift has also decreased. It was 3.1 metres in 1980-81 
but reduced to 2.7 metres in 1981-82. In 1982-83 it was 3.9 
metres per shift. Productiyity in terms of per drill month also 
decreased continuously from 1978-79 to 1981-82. It came 

down from 130 metres in 1978-79 to 86 metres in 1981-82; 
and increased to 102 metres in 1982-83. Thus apart from the 
downward trend in deployment efficiency of the drills available 
as mentioned in paragraph 9.2.2, the productivity as per various 
parameters had also come down in spite of purchase of new 
drills and increase in wireline drills with better productivity.

9.3.3 N o norms either in respect of the deployment efficiency 
or productivity have been fixed by the Company to exercise 
control on the productivity and efficiency of drilling operations. 
In the absence of norms the Management ha\b no parameters 
with which the performance of company’s operations can be 
assessed from time to time.

9.3.4 The Management attributed (July 1983) the decline 
in preductivity since 1977-78, to the following main reasons :—

(i) lack of adequate control and difficulties faced in com­
municating with far flung projects located all over 
the country.

3 6

(ii) due to unremunerative rates mainly for coal drilling 
work o f C M PD I, the corporation had a chronic 
shortage of funds which led to slowing down of in­
vestment on essential operating accessories.-



(iii) due to procurement of substantial number of indi­
genous accessories in 1977-78 and 1978-79 which 
started breaking down earlier than expected (with­
in a year or two instead of normal life of 314 years) 
resulting in premature shortage of equipment afiec- 
ting the progress.

(iv) non-availability of iieeded accessories affected the 
general morale of workmen.

(v) increasing industrial relation problems, general in­
discipline and continuously increase in demands of 
workmen at the projects.

(vi) difficult law and order situation in the eastern 
regions.

(vii) increase in bore-hole depth and more difficult 
formation.

9.3.5 In this connection, the Ministry further added 
(November 1983) as follows : '

“acquisition of new driUs does not lead to increase in 
productivity immediately. M ost of the new drills 
acquired were of indigenous origin and were under 
warranty for one year. Repairs dm'ing this period 
have to be got done through the suppliers, which 

r takes a long time and reduces drill availability.”

37

9.3.6 In its Sixth Plan, the Com pany has laid down pro­
jections for driUs productivity for 1983-84 at 100, 140, 250, 250 
and 300 metres for con\entional drilling, wireline drilling and 
pon-core-drilling through indigenous drills, wireline drilling and 

non-core-drilling through imported drills; projections have also 
been made in the Plan for 1984-85.
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9.3.7 The performance of drills working with wireline equip­
ment and their productivity compared to drills using conventional 
equipment and also doing non-core-drilling during the last four 
years ending 31st March 1983, is given below :—

As on Type of 
drilling

No. of 
drills

deployed .

Productivity Where 
in m/drill deployed 
month ,

31-3-1980 . Wireline 45 100 Coal
Conventonal 30 86 Coal
Non-core 39 107 Non-coal

31-3-1981 . Wireline 45 90 Coal
Conventional 57 79 Coal
Non-core 44 62 Non-coal

31-3-1982 . Wireline 50 98 Coal
Conventional 54 88 Coal
Non-core 46 98 Ground

water
53 Non-coal

31-.'<-1983 . Wireline 40- 117 Coal
Conventional 88 107 Coal
Non-core. 34 74 Non-coal

9.3.8 It would be seen that the productivity of wireline 
drill, though in operation since 1980, ranged from 90 to 117  
metres per drill month during the period 1979-80 to 1982-83 
as against 140 metres indicated in the Sixth Five Year Plan.

9.3.9 The Audit Board pointed out during the meeting with 
the representatives of the Ministry and Management that the 
two main reasons attributed by the Management to the lower 
output of drills in the past were ;—

(i) low life and frequent 
equipment;

(ii) shortage of accessories.

breakdown of indigenous

In reply to a query of the Audit Board about the steps 
being taken by the Company to obviate idle time of men and 
equipment because of these reasons,‘  the Management in the



meeting stated (December 1983) that a study was in progress 
regarding the purchase of imported drills and equipment and 
was likely to be completed within a couple of months. As re­
gards accessories, it was stated that the procedure of forecasting, 
procurement and inventory control were being streamlined so 
as to avoid idle time for want of accessories in future.

39

9.3 .10 .The table below indicates the productivity attained 
by the Company in respect of minmg activity for last six years 
from 1977-78 to 1982-83

Particulars
1977-

78
1978-

79
1979-

80
1980-

81
1981-

82
1982-

83

1. Total mining work 
done in metres 6542 8275 8419 5924 7151 981

2. Number of project 
months operation . 106 140 159 121 142 132

3. Average producti­
vity in metres per 
project month 62 59 53 49 50 75

9.3.11 It would be seen that there has been a continuous
decreasing trend in the mining productivity till 1981-82. During 
1982-83 the productivity, however, increased to 75 metres per 
project month.

9.3.12 The Company attributed (June 19 8 3 )-the less pro­
duction ‘and poor productivity ini mining operations to curtailment 
of work by clients, non-materialisation of projects and crippling 
power shortage at the establishment of clients in 1981-82.

9.3.13 In regard to fixing of productivity target, the Manage­
ment (July 1983) as follows :—

“Fixing or productivity targets is........neither feasible
nor practicable. In mining industry, for production 
purposes, productivity is measured in terms of output 

, per man.shift (QMS). In MECL’s type of work 
where ore production is not the objective even this 
measurement is.not possible.”
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10. Man Power

10.1 The following table shows manpo’wer employed in M E C L  
per drilJ and per shift for the last six years :—

Particular 1977-
78

1978-
79

1979-
80

1980-
81

1981
82

- 1982- 
83

1. Total drills avail­
able 142 154 .157 162 174 177

2. Drills in opera­
tion . 120 125 123 146 150 162

3. Total manpower 
employed 2661 3332 3417 2878 3108 . 3529

4. Manpower em­
ployed per drill 
available 19 22 22 18 18 20

5. Manpower em­
ployed per drill 
in operation 22 27 ■ 28 20 21

\
22

6. Shifts available . 52807 67051 76502

7. Shifts in opera­
tion . 41801 53739 48646

8. Manpower emp- 
ployed per shift 
available ; , ' 19.90 16.92 16.84

Manpower x 365

Shifts

9. Manpower em­
ployed per shift 
in operation 25,13 21.11 26.48

10 .1.1 Manpower employed per drill in^operation has ranged 
from 20 to 28 during 1977-78 to 1982-83* and per shift it was
25.13 in 1980-81, 2 1 .11  in 1981-82 and 26.48 in 1982-83*



According to the nomis of CM PD I one drill on an average was- 
provided with 29 to 30 men for two shifts operations including 
the jobs connected \vith geology, watch and ward, repairs and 
maintenance, accounts, store, administrative works, road build­
ing etc. in the camp. Thus, employment of man power per shift 
in JViECL even excluding manpower employed on jobs connected 
with geology, repairs and maintenance etc. was on the higher 
side as compared to CM PDI. Tlie employment of excess man­
power by the M E C L  was also pointed out by the B P E  in 1979. 
1  he M E C L  did not, however, fix any norms for deployment of 
manpower.

10.1.2 The Board of Directors (as early as in Jan^uary 1974) 
directed the Company to carry out work study and determine 
the manpower for each type of work and evolve an organisational 
chart by appointing consultants after inviting offers from National 
Productivity Council and other agencies. But no agency was 
appointed for this purpose. However, in February 1982 a com­
mittee of tire departmental heads including the F A & C A O  was 

constituted to study and suggest changes necessary in the organi­
sational structure. The committee recommended three tier system 
by introducing A rea Managers offices on geograpliical basis witlr 

a likely cost of Rs. 38 lakhs on recurring basis and Rs. 20 lakhs 
as onetime expenditure which was expected to enhance the pro-.

“ ductiyity by 1 0  per cent. The Board constituted a sub-committee 
of Directors (April 1982)' to examine the report and finalise the 
manpower requirement and authorised the Managing D irector'to  
act thereon without further reference to the Board of Directors.

10.1.3 On the basis of the recommendations made by the 
aforesaid Committee 144 posts in differenit scales have been crea­
ted with effect from 2nd July 1982.

10.1.4 The F A & C A O , however, had reservations on these 
proposals and had observed that though 60 per cent to 70 per 
cent o f the expenditure of the company was on manpower yet 
demands for men were being raised^ H e felt that some sort of

4 1



self control should be introduced by fixing percentage of man- 

ptfwer cost linked to breakeven output.

10.1.5 The Management stated (June 1983) as follows’ •—

“ Services of National Productivity Comlcil were not taken 
as they were requiring longtime. Since a change in 
management system was felt urgently, an internal 
committee'of Heads of Divisions was consented in 
February 1982 whose report was considered by the 
Board of Directors on.29th April 1982.

Certain additional posts would necessarily be needed when 
a new system of management was being introduced 
and although F A & C A O  was well within his right to 
strike a note of caution regarding increase m wage 
bill, a calculated risk for creating additional posts had 
to be taken if a new system of management was to be

tried.”

In this corinection it may be noted that the F A & C A O  in his' 
note had, inter-alia, suggested to fix percentage of manpower cost 
linked with breakeven point. The Company had been sustaining 
heavy'losses. It was noted that as per performance- of Area 
Offices reported in the Quarterly Financial Report for the quarter 
ending 31st December 1982, except Nagpur Area Office, all other 

offices were working on loss.

10.1.6 The Ministry stated (November 1983) as follows :

».............it is not easy to lay down standard norms for
deployment of manpower in different areas on M E C L  
projects. Nevertheless, this matter needs to be re­
viewed carefully by the Company and for this pur­
pose an Industrial Engineering Unit has been set up 
within M E C L . During 1983-84 productivity norms 
as' also norms for various inputs including manpower 

‘have been worked out.”

4 2
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10.2 The

31-3-1978

31-3-1979

31-3-1980

31-3-1981

31-3-1982

31-3-1978 
31-3-1979 . 

31-3-1980 
31-3-1981 

31-3-1982

■ able below indicates .he sanctioned sITOgth (regular stag), men in position there against and daUy rated employees i _

sanctioned 
strength Men in position (Regular) Others Daily rated employees Others

(Regular Drilling Mining Geology 
staff)

Total
Drilling Mining Geology

^Others
Drilling Mining Geology

Total 
Man 

Power,

1600

1683

1762

3014

3030

473

500

518

776

932

128

167

195

294

322

182

239

268

383

393

415

542

568

961

1003

2188

-2832
2899

2102
2176

759

924

1195

623

627

298

390

341

79

92

273

254

365

161

150

3145

3902

4062

3649

3880

1032

1254

1611

1166

1235

539 Apportioned 4716

690 on the 5848

676 basis of 6349

564 earning of 5379

580 drilling, 5595

mining and 
geology

Physical Performance

Drilling
in

Metres

Earnings (Rs. in lakhs)
Mining

in
Metres

Geology
in

square
Metres

Drilling Mining Geology

Total 
earnings 
in lakhs

135137'

187163

144850
121397

145141

6542 80.15 

8275 60.00 

8419 135.00 
5924 90.85 

■ 7i51 53.761

522.99 156.65 

669.28 190.47 

530.84 182.31 

517.76 167.55 

627.63 232.64

Index of Performance

Driling Mining - Geology 
Metreage Metreage Square 
per man per man metreage 

per man

Perreniage pf variations of the Index of 
productivities per man with 1978-79 as 

base year

Drilling Mining Geology

64.13 743.77 

71.00 930.75 

55.48 768.63 
68.24 753.55 

76.93 937.20

42.968 6.339 0.148 

47.941 • 6.598 0.086 

35.659 5.225 0.201 
36.009 5.080 0.161 

37.407 5.790 0.092

(—)10 .373  (—)3 .9 2 5  (H-)7 2 .0 9 3

(—)2 5 .6 1 8  (—)2 0 .8 0 9  (+)133 .720  

(—)24 .888  ( - ) 2 3 .0 0 6  (+)87 .209  

(—)2 1 .9 7 2  (—)1 2 ,2 4 6  (—)6 .9 76

S/25 C& AG /8 3 — 5
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10.2.1 It would be seen from above that 1978-79 with a 
turnover of Rs. 930.75 lakhs and physical performance of 187163 
metres of drilling and 8275 metres of mining was practically the 
best year with a total manpower of 5848. Next year (1979-80) 
with higher manpower (6349), performance dropped both phy­
sically and monetarily as the total cai'nings dropped to Rs. 768.63 
lakhs and physical performance indices i.e. raetrcage drilled or 
mined per man came down to 35.6 and 5.2 respectively compared 
to 47.9 anB 6.6 in 1978-79. In fact, during 1977-78 with signi­
ficantly lesser number oh staff and workmen (4716), the physical 
performance indices were much better at 42.97 metres for drilfing 
and 6.34 metres for mining compared to that of 1979-80 when 
It had maximum number of employees (6439). Though after
1979-80 there has been some improvement in performance in­
dices (productivity of the employees) even so it continues to be 
much below that of 1977-78 when the Company’s strength was 
only 77 per cent of the strength during 1981-82. The percentages 
of variations in the productivity of the employees in drilling a'iid 
mining during 1979-80 to 1981-82 as compared to 1978-79 have 
been as follows :—  •*

V a r ia t io n  in  p ro -
cuctiviiy 1978-79— Base

year

1 9 7 9 - 80

1980- 81

19 81 - 82

Drilling Mining 

(—)25.62 (—)20^^ 
(—)24.89 (—)23.00 
(—)21.97 (—)12.25

1 0 .2.2 The Management stated (June 1983) as folfows

In an organisation like MECL, where productivity and 
output for man month is controlled by a large pum- 
ber of factors, including the diverse location of work 
spots, availability of work, depth ranges of bore-holes, 
natur6' of mining operations, strata being worked 
product mix etc., it is difficult to make a straight com- 
parisoni of output per man month from year to year



example w h »  a deep

^  decreases n r f only because

are needed.”

11. Utilisation oi shifts

11.1 The company tas BO W
level of Ihe at Project

r T r l e n c e  of s^ch

11 1.1 The following table gives the detmls of shifts avaUable 

and sh » s  in operation during 1980-81 to _______

1980-81 1981-82  1982-83

4 6

Drills available • • • ' ‘

D rills in operation • • • '

Shifts indicated by the C om pany as avail­
able for operation • • • •

Qhift- avaUable on 2  shift basis per drill 
S  ojeradon and 280 working days m a 
year (Drill x  2  x  280)

Shifts shown to have been lost in local

shifting • • • ' • ■ ■
Balance • •

162

146

174

150

177

162

52807  67051 76502

81760  84000  90720

3694
78066

3965
80035

4147
86573

Shifts lost due to :
B reak down 
Shortage o f  P O L  .

 ̂ Shortage o f  accessories 

Other reasons

N et shifts available for w ork 

Shifts actually w orked ,

Shifts n ot w orked .

4333 5381 4710
551 145 445

■ 744  1394  6792
1684  7312  2 4 2 7  9347  2538  837  

70754  70688  78201

41801  53739  48646

28953 16949 29555
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11.1.2 On the basis of two shifts operation per drill and 280 
working days in a year, shifts available for the drills in operation 
works out to 81760, 84000 and 90720 during 1980-81, 1981-82 
and 1982-83 respectively. ' As against lliis, the shifts avaifable 
have been indicated by the Company as 52807 in 1980-81, 67051 
in 1981-82 and 76502 in 1982-83 (Paragraph 11 .1 .1  refers). The 
shifts available as indicated by the Company were thus consider­
able less.

11.1.3  The Ministry stated (November 1983) as follows : —

“ the number of operational drills increases only graduafly 
during the year and reaches the maximum number 
on 31st March. In other words, the drills shown with 
M E C L  on 31st March are not available throughout 
the year. It may also be mentioned that new drills 
require some time for their initial deplctyment and to 
become operational. There are also factors like sMf- 
ting of drills from one place to ailother o'r operations 
in hazardous areas or maintenance jobs to be taken 
into account. In such situation, the Company counts ■ 
only one shift as available. In certain areas like 
North-East India local conditions do riot permit work­
ing after sun set.”

11.1.4  Considering the Ministry’s reply that the drills shown 
with M E C L  on 31st March are not available throughout the year, 
the shifts available have been worked out on the basis of average 

number of drills in operation during the year and the number of 
shifts thus available work out to 75600, 82880 and 87360 resocc- 
tively as against 52807, 67051 and 76502 shifts indicated , as 
available by the Company during 1980-81, 1981-82 and 1982-83. 
Thus even on this basis, the shifts available as indicated by the 
Company, were considerably less, g

11.2  The mineral-wise information regarding shifts available 
as shown by the Company, shifts utilised in drilling, shifts utilised 
in shifting of drills, machinery and other equipment, shifts 
lost on account of break down, shortage of POL, shortage of 
S/25 C&AG/83— 6.



accessories etc. and percentage of shifts lost to shifts available for the years 1980'

SI. Mineral

49

-81_to 1982-83 is given in the table below :—

No.

Shifts available DriU Shifts

\.
Shifting Shifts lost 1980-81 Shifts lost 1981-82 Shifts lost 1982-83

1980-
81

1981-
82

1982-
83

1980-
81

1981-
82

1982-
83

1980-
81

1981- 
' 82

1982-
83

Break
down

Short- Short-Others 
age of age of 

POL acce­
ssories

1. Chromite 2132 605 1755 474 202 47 117 18 402 . Gold . . . . 1620 1716 2520 1416 1404 1475 70 49 58 99 16 18 X 13. Multimetal 1571 1920 1211 1355 1575 691 68 100 181 118 2 284 . Copper 1444 3935 4267 1236 3292 2804 47 199 167 96 5 36  24
5. Diamonds 1153 2622 2082 693 2052 1388 87 278 48 59 224 34 566. Bauxite . 860 1203 711 952 8 34 132 8 . .  1
7. Geo-technical 543 1116 7145 368 798 4349 ‘ 89 95 326 61 11 148. Ground Water 289 1556 1968- 158 1057 1261 11 ‘ 128 140 50 709. Coal . . . . 43195 53581 54288 34109 43087 34548 3112 3069 3020" 3601 280 573 1520

10. Lime stone 1818 1178 173 /T o t a l  / . 52807 67051 76502 41801 53739 48646 3694 3965 4147 4333 551 744 1684

Percentage of
____________ _ _______  Shifts lost

Break Short- Short- Others Total Break Short- Short- Others Total 1980^ 1981- 19^  
down age of age of down, age of age o f gi 82 ^  sa

POL acce- POL acce-
ssories ssories

175 61 . . 23 84

134 68 91 104 263 323 304 68 206 901
148 189 4 32 20 .245 66 15 90 171
161 209 156 79 444 129 88 119 336

373 221 31 40 292 89 300 .389
141 •• •• 112 . , 69 181
86 79 61 83 223 397 93 192 221 903

120 181 149 41 371 93 62 155
5974 4373 SO 861 2141 7425 3337 10 316 1409 5072

164 38 62 264

8
8

9

11
32

16

16

42

11

14

15

13 

11 
11

20
24

14

36

14 

8
19

15

13 

8 
9

14
5381 145 1394 2427 9347 4710 445 679 2538 8372 14 14 11
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1 1 .2.1 I t  w i l l  b e  o b s e r v e d  fro ’m  th e  a b o v e  ta b le  th a t  t lio u g h  

th e  to ta l p e r c e n ta g e  o f  s h ifts  lo s t  w a s  14  in  1980-81  a n d  1 98 1 -8 /. 

a n d  11 in  198 2 - 83 ,  th e  p e r c e n ta g e s  o f  s h ifts  lo s t  in  p r o je c ts  e n ­

g a g e d  in  g r o u n d  w a t e r  d r il l in g  a n d  d ia m o n d  d r i l l in g  w e r e  4 2  a n d  

3 2  r e s p e c t iv e ly  d u r in g  1 9 8 0 - 8 1 . S im ila r ly , in  1 9 8 1 -8 2  th e  p e r ­

c e n ta g e s  o f  s h ifts  lo s t  in  g r o u n d  w a te r  d r il l in g  a n d  G e o f-te c h n ic a l 

w e r e  24  a n d  2 0  r e s p e c t iv e ly  a n d  in  198 2 - 8 3 , th e  p e r c e n ta g e  o f  

s h ifts  lo s t  in  g o ld  d r illin g  w a s  3 6 . F u r t h e r ,  o u t  o f-  t o t a l  s h ifts  

( 5 2 8 0 7 ) a v a ila b le  w ith  th e  C o m p a n y  d u r in g  1 98 0 - 8 1 , 551  s h ifts  

a n d  7 4 4  s h ifts  w e r e  lo s t  d u e  t o  s h o r ta g e  o f  P . O . L .  a n d  a c c e s s o r ie s  

r e s p e c t iv e ly ;  d u r in g  1 9 8 1 -8 2  o u t  o f  t o t a l  s h ifts  ( 6 7 0 5 1 ) a v a ila b le  

w ith  th e  C o m p a n y ^  145  s h ifts  a n d  139 4  s h ifts  a n d  d u r in g  198 2 -83  
o u t  o f  t o t a l  s h ifts  ( 7 6 5 0 2 )  a v a ila b le ,  4 4 5  s h ifts  a n d  679  s h ifts  

w e r e  lo s t  d u e  t o  s h o r ta g e  o f  P .O .L .  a n d  a c c e s s o r ie s  r e s p e c t iv e ly .  

A p p a re n 'tfy  th e  lo s s s  o f  s h ifts  o n  a cco x m t o f  th e s e  tw o  fa c to rs ' c o u ld  

h a v e  b e e n  m h ^ h n ised  b y  f o l lo w in g  a p p r o p r ia te  p u r c h a s e  p o lic y .

* l l . 2 .2  T h e  M a n a g e m e n t  s ta te d  ( J u n e  1 9 8 3 ) as  fo l lo w s  :—  

“ O v e r a l l  u t i l is a t io n  o f  86  p e r  c e n t  o f  th e  a v a ila b le  s h ifts  

in  1 9 8 0 -8 2  p e r io d  c o u ld  b e  n o r m a lly  c o n s id e r e d  a s  

r e a s o n a b le  u U B sa tio n . G r o u n d  w a t e r  d r i l l in g  w a s  

u n d e r t a k e n  b y  ithe C o r p o r a t io n  f o r  th e  first t im e  in

198 0 -81  in  th e  in te r io r  a r e a s  o f  O r is s a . F o r  th is  o ld  

d r ills  w e r e  m o d if ie d  t o  m e e t  t h e  r e q u ir e m e n t ......... ”

1 1 .2 .3  S im ila r  d a ta  r e g a r d in g  u d lis a t io n  o f  sh ills ' e tc . fr o m  

th e  y e a r  197 7 -78  to  1 9 7 9 -8 0  w e r e  n o t  c o m p ile d  a n d  s u b m itte d  to  

th e  B o a r d  o f  D ir e c t o r s .  T h e  B o a r d  o f  D ir e c t o r s  o b s e r v e d  ( S e p ­

te m b e r  1 9 8 1 )  a s  fo l lo w s  :— ■
f

“ T h e y  n o t e d  w ith  d is p le a s u r e  th a t  th e ir  d ir e c t iv e s  to  th e  

C o m p a n y  t o  u n d e r t a k e  im m e d ia t e ly  id fe  t im e  a n a ly s is  

o f  th e ir  m a c h in e r y  a n d  e q u ip m e n t  w a s  n o t  f o l lo w e d  

u p  a lto g e th e r  th r o u g h  th e  y e a r  e v e n  th o u g h  M E C L  

th e m s e lv e s  h a d  b e e n  d o in g  s u c h  e x e r c is e s  u p t o  

197 7 , T h e  B cta rd  fu r th e r  n o t e d  th a t  'th ere w a s  n o  

s a t is fa c t o r y  e x p la n a t io n  a s  t o  w h y  th e  p r a c t ic e  o f  

' c o m p il in g  id le  t im e  d a ta  w a s  d is p e n s e d  w ith . T h e

■i '
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B o a r d  w a s  s u r p r is e d  'to n o t e  t h a t  w h e r e a s  c e r ta in  

d a t a  .R e g a rd in g  id le  t im e  a n d  lo s s  o f  p r o d u c t io n  in  th e  

f ie ld  c o n t in u e d  to  b e  n ia in ta in fe d  a t  C a m p  s ite s  n e ith e r  

t h e  d iv is io n  H e a d s  n o r  t h e  C o r p o r a t e  M a n a g e m e n t  

a n d  th e  F i n a n c e  W in g  h a d  d ir e c t  a n d  c o n t in u in g  

a c c e s s  to  s u c h  v ita !  in f o r m a t io n .”

11.3  A n  a n a ly s is  o f  th e  s h ifts  lo s t  d u r in g  1 9 8 0 -8 1  t o  1 9 8 2 -8 3  
in  v a r io u s  p r o je c t s  w a s  a ls o  c o n d u c t e d  i d  a u d it . P a r t ic u la r s  o f  

th e  p r o je c t s  w h e r e  th e  p e r c e n t a g e  o f  s h i f t s  lo s t  w a s' 19  o r  m o r e  

a r c  g iv e n  in  t h e  t a b le  b e l o w  :—

SI. Project/block 
No.

Mineral/Area Shifts
available

Shfts Percentage 
lost o f  shifts, 

lost to 
shifts 

available

1980-81
1. Diamonds A.P. Diamonds A.P. 622 268 43

2. Diamonds M.P. Diamonds M.P. 531 105 20
3. Panch East W CL-Coal 1922 388 20
4. Udala Ground Water,

Orissa 82 35 43

5. Bangriposi — do— 115 45 39

6. Baripada — do— 92 40 43

7. Gaurradih E C L C o a l 982 183 19

8. Kasta-west N C L  Coal 1192 228 19

9. Kanhan . W C L  C oal . 4684 901 19

1981-82
1. N H PC . Geo-technical

North India 1116 223 20
2. Dharmaband , . B C C L  Coal 2673 866 32

3. Bhowra North . — do— 256 55 22
4' Gaiirandih E C L  Coal 1037 232 22
5. Kasta East E C L  C oal 1236 427 35

6. K asla  West E C L  Coal 792 213 27

7. Tilahoni E C L  Coal . 1136 226 20
8. Bongriposi Ground Water, Orissa 706 148 21
9. Gorubathen ' . NEC-M ultim efal 343 100 29

1982-83
1. K o la r  Gold Field Gold 2520 901 36

2. Panna Diamond 2082 389 19
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1 1 .3.1  T h e  M a n a g e m e n t  h a d  n e ith e r  in v e s t ig a te d  m t o  t h e  

r e a s o n s  f o r  th e s e  h e a v y  s h ift  lo s s e s  n o r  h a d  i t  t a k e n  a n y  cd rr^ c  

t iv e  m e a s u r e s  to  a r r e s t  t h e  s h if t  lo s s e s . E v e n  in  t l ie  r e v ie w  o f  

u U l is a t io n 'o f  d r i l l  s h ifts  a n d  s h ifts  lo s t  d u r in g  1 9 8 1 - 8 2 , p u t  u p  

t o  t h e  B o a r d  in  F e b r u a r y  1 9 8 3 . r e a s o n s  f o r  th e s e  e x c e s s iv e  s h i l l  

Tosses h a d  n o t  b e e n  a n a ly s e d lh ig h lig h t e d .

12 . W o r k s h o p s

12.1  T h e  C o m p a n y  is  h a v in g  a  c e n t r a l  w o r k s h o p  a t N a g p u r  

a n d  o n e  f ie ld  w o r k s h o p  a t  G o 'd h u r  ( D h a n b a d ) .

1 2 . 1.1  T h e  c e n tr a l  w o r k s h o p  t a k e n  o v e r  fr o m  G S l  a t  th e  

t im e  o f  t h e  fo r m a t io n  o f  th e  C o m p a n y  w it h  m a c h in e s  a n d  a c c e s ­

s o r ie s  v a lu e d  a t  R s .  2 .4 4  la k h s  is  e q u ip p e d  w it h  fa c i l i t ie s  fo r  

m a n u fa c t u r in g  T .  C .  B it s ,  d r i l l in g  a c c e s s o r ie s ,  c a s in g s , s p a r e  p a r ts ,  

t h r e a d in g  o f  ro'ds a n d  fa b r ic a t in g  h u tm e n ts ,  d r i l l in g  d e r r ic k s , w a te r  

t a n k s ,  v e h ic le  b o d ie s  a n d  r a c k s  and. f o r  u n d e r t a k in g  r e p a ir s  o f  

d r i l l in g  a n d  m in in g  e q u ip m e n t  a n d  v e h ic le s  o f  t h e  C o m p a n y  a n d  

s a lv a g in g  d ia m o n d s  f r o m  u s e d  a n d  w o r n  o u t  d ia m o n d  b it s .  F o u r  

la t h e  m a c h in e s  v a lu e d  a t R s .  5 .3 2  la k h s ' w e r e  la t e r  a d d e d  t o  it , 

o n e  in  1 9 7 6 -7 7  a n d  th r e e  in  1 9 8 2 - 8 3 .

1 2 . 1 .2  T h e  f ie ld  w o r k s h o p  a t  G o d h u r  c a r r ie s  o u t  'the r e p a ir s

o f  d r i l l in g  a n d  m in in g  e q u ip m e n t  a n d  v e h ic le s .  I t  a ls o  u n d e r t a k e s  

fa b r ic a tio n ! w o r k s  w h e r e v e r  n e c e s s a r y . ^
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1/ 1 2 .2  M anpow er

12 .2.1 T h e  n u m b e r  o f  e m p lo y e e s  e n g a g e d  in  th e s e  tw o  w o r k ­

s h o p s  d u r in g  th e  fa st  s ix  y e a r s  e n d in g  3 1 s t  M a r c h  1983  a n d  th e



t o l a l  v a l u e  o f  w o r k  d o n e  a r c  in d ic a t e d  in  th e  t a b le  b e lo w I----

P aS cu la rs 1977-78 1978-79 1979-89 1980-81 1981-82 1982-83

1. C e n t r a l  W o r k s h o p  »

(/) Regular .................................................. 71 76 108 137 126 122
(») Casual . . . . . - 68 60 48 30 29 36

139 136 156 167 155» 158

2. G o d h u r  W o r k s h o p
(/) Regular . . . . . 9 9 9 18 18 18

(i7) C asual . . 25 23 22 13 7 7

34 32 31 31 25 25

T otaj.  ....................................................... 173 168 187 198 180 133

3. Total salaries and wages paid— Rupees N . A . , N .A. 1513733 1998162 2264406 N .A

4. Value o f total work do.ne . . 4416068 3670426 3719998 5467601 5898748 N .A .

5. Value added per man (Rs.) 25526 21848 19893' 27614 32771 N .A

•(Base year) . (85.59) (77.93) (108.18) (128,38) N .A .

6. Value added per rupee spent on wages etc. (Taking

other elements o f  cost as N il) N .A . N .A . 2.46 2.74 2.60 N .A .

Ul



12.2 .2  Jt will be seen that value added per man,’ (cost oi' 
wcfrk done per man|year) decreased by 14 per cent and 22 per 
cent during the year 1 978-79  and 1 9 7 9 -8 0  while it increased 
by 8 per cent and 28 per cent durhig 1980-81 and 1 9 8 1 -8 2  as 
compared to that of 1977-7 8 . Further, the value added per 
rupee spent on salaries and wages <̂tc. ranged between Rs. 2 .46  
and Rs. 2 .7 4 .

12.3 Capacity

12.3.1 The Compnay has neither laid down tire installed ca­
pacity of the workshops nctr has it fixed targets of various jobs to 
be undertaken by the workshops during a particular year. In the 
ab.scncc thereof it has not been possible to verify whether the faci­
lities of the workshops have been utilised to their (Optimum 
capacity.

55

12.3 .2  The Management stated (June 1 9 8 3) as follows :—

“the output of the workshop ig tuned essentially to the 
needs of the operating divisions and hence it works 
as per indents received from them. The ‘product 
mix’ generated by the workshop, therefore, depends 
On the needŝ  of the operatir̂ g divisions and hence it 
is not possible to fix independent production targets 
for the workshop.”

1 2.3.3  In.a technical review of the Central Workshop done 
for the year 1 974-75  the Management intimated to the Board of 
Directors in their meeting held on 13th Jime 1975 as under ir-

“Correct manufacturing techniques, close manufacturing 
control and use of best quality raw materials to­
gether with experience and expertise have made it 
possible to accelerate the tempo of production since



the taking over of the workshop by MHCL and now 
in addition to our own demtnd, we are in a position 
to meet the requireipents of our sister organisations 

GSI, IBM, Central Ground Water. Board, Ato­
mic Energy Commission, NMDC, MOIL and Direc­
torate of Geology and Mining, Maharashtra State 
etc.”

12.3.4  Although a period of 7 years has elapsed after noting 
the above position by the Board of Directors in June 1 9 7 5 , no 
sustained efforts appear to Have been made by the Company lo 
obtain additional jobs from above mentioned organisation for 
further utilisation of the capacity.

12.3.5 The Ministry stated (November 1 9 8 3) that ; —

“MECL’s workshops ai'e meant essentially for servicing 
MEC’s Own vehicles and equipment. Efforts were 
however made to get additional jobs during 1976-77  
anid 1977-7 8 . In the absence of sustained demands, 
oirtside jobs could not be obtained. Besides, there' 
has also been increased infernal demand on the faci­
lities of the workshops. Above all excise and other 
duties are payable on its entire production if even 
small quantity of goods and services is sold to outside 
agencies'.” '
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12.4 Poduction Performance

1 2 .4.1 The production performance of the Central Workshop, 
Nagpur as well as field workshop, Godhur (Dhanbad) in terms 
of the items of work done for the period from April 1977 to 
March 1983 is given in Annexure II. It will be seen therefrom 
that the performance of the workshop has been registering a down­
ward trend both in manufacture as well as repair, year after- 
year, as compared to its performance in 197 7 -7 8  excepting in



cases of threading of rpdslcasings and adopter couplings during 
the years 1978-79 to 198 1 -8 2  and threading of rodslcasings and
T. C. Bits during 1982-8 3. The sharp variations in the number 
of units manufactured in differen’t years indicates that the com­
pany had no’ systematic programme of manufacture of various 
items. The Management attributed (June 1 98 3) the decline in 
performance to manpower constrain’ts and stated that : —

“proposal for additional manpower for manning the central 
workshop as also field workshops and the projects by 
workshop personnel have been finalised. Necessary 
negotiations with the union in this connection are 
under way. Performance review of 'the workshop isf 
conducted regularly to improve its performance to a 
higher level and informal system of fixing targets on 
a month to month basis commensurate with the work­
load pattern has also been evolved.”

«

12.4 .2  It was, however, noticed that the manpower deployed 
on these two workshops had a smal! decline of 5 men in 197 8 -7 9  
as compared with 1 977-7 8 . In other years , it was substantially 
more than that in 1977-7 8 . •
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12.5 Utilisation of Manpower (idle hours)

1 2.5.1 The Company has not made any analysis of manhours 
lost in the workshops due to various reasons during 1 977-78  to
1 981-8 2 .

1 2.5 .2  A review Of 3205 time cards of various shops' fur the 
period October 1981 to March 1 982  made in audit has, however, 
revealed that 57 per cent of total hours lost were due to (i) 

"union activities (3 0  per cent), (ii) want of raw materials (1 0  per 
‘ ceiit), (iii) want of work (8 per cent) and (iv) machine break­
down (9  per cent).



'12.6 Utilisation oj Machines

conducted in audit regarding the utilisation of machines in the Central 
Workshop, Nagpur revealed the following :

Period No. o f 
machines

Actual 
hour -  

available

Hours

Actually
utilised

(Balance idle machine hours)

Due to machine Due to non 
breakdown availability o f 

operator

1977-78  . • 19 9 1 ,200 8 ,0 2 5 6  (88%) 912  (1 %) 10032(11  %)
1978-79  . ■ 19 91 ,840 7 8 ,983  (86%) 1102(1.20% ) 11955 (1 2 . 8 0 °.^
1979-80  . • 19 89 ,920 7 6 ,4 3 2  (8 3 %) ■ 1359  (1 . 5 0 %) 12319( 13 .7 0 %)
1930-81 . • ■ • 1 9 . 90,520 7 5 ,1 6 5  (8 3 %) 1359  ( 1 . 5 0 %) 14036 (1 5 . 5 0 %)
1981-82  . • 19 90 ,560 7 7 , 1 4 6 (8 5 . 1 9 %) 1411 ( 1 . 5 6 %) 12003 ( 13 . 2 5 >̂ )
1982-83  . • . 22 1 ,09 .440 8 7 6 05  (8 0 . 0 5 %) 1589( 1 .4 5 %) 2 0 246(1 8 . 5 0 %) .

00
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\?..l Review of Johcards

12.7.1 A review ol jobcards of jobs completed during the 
years 1980-81 and 1981-82 revealed that the entries regarding 
issuance of mat'eriallspares from storesloutside purchase had 
only been made in the jobcards. The information regarding 
anticipated time and cost and catual total cost incurred and 
time taken in completing the jobs have not been filled in; 
consequently the actual cost of production, cost of labour and 
machine hours etc. and the actual cost of production of each 
item could not be ascertained. HowcA'cr, on the basis of 
cost data as available in the cost sheets, the cost of four types 
of T. C. bits and vehicle bodies built in the workshop during 
1978 to 1982 as computed in audit is given in Annexure III.

12.7.2 Since the company has neither prescribed standard 
Gpsts nor analysed the reasons for variations in the cost of va­
rious inputs, it is not possible to verify if the variations, in the 
cost per unit were justified.

13. Costing and Management Information Systems

13.1 Costing System

n . ! . !  During 1975-76 the Company introduced a system 
> of costing under wliich cost data was prescribed to be furnished 
monthly by each’ project to Headquarters. The cost centres 
in case of drilling, mining and geology were the activity; in 
case of workshop, each job was the cost centre. However, the 
system did not provide for classification of the costs into fixed 
dosts and variable costs, ascertainment of idle time for labour 
and machinery, comparison of the actual cost with the estimated 
cost and analysis of the variations. Fixation of Standard costs 
keeping in view the mmeral strata, depth of borehole etc. was 
also not considered. Further, the headquarters expenses were 

'to be apportioned on the basis of financial expenditure incur­
red on a project and not on the basis of physical performance 
of the project. A review of the costing records also revealed



that the cost statemens were not reconciled with the financial 
accounts till 1 97 8-7 9 . Further, qost sheets were neither re­
ceived regularly nor were these received in time from the pro­
jects and workshops. Estimated costs were adopted for com- 
. piling the annual cost in such cases where monthly cost sheets- 
were not prepared. There was also no system of putting up 
the cost statements to the Management/Board.

1 3 .1.2  In the workshops, no standard costs were presalbed 
though the Workshops were manufacturing limited number of 
accessories and fabricating items like vehicle bodies, water 
tanks etc. No analysis of. idle man-power and machinery 
hours was made. Though the cost of manufacturing the same 
items differed’ widely, yet no analysis was made to find out 
reasons therefor. The overheads were charged at 130 pei 
cent of the labour cost without any regard to actual produc­
tion either in physical quantities or financial cost thereof.

1 3 .1.3 'The Company introduced a modified costing system 
on 1st April 1 9 8 2 . The effectiveness of the modified costing 
system will be known after it has worked for one or two years, 
But even, the modified system does not provide for classifica­
tion of the costs into fixed and variable costs and fixing of 
standard costs.

60

13 .2  Management Information System

1 3 .2.1  The Company introduced a comprehensive manage­
ment information system comprising of internal management 
information as also- the outgoing reports to the Ministry only 
in October 1 9 8 2 . Majority of the reports prescribed prior to 
this date were in the nature of progress reports indicating the 
state of work in the units and did not supply information 
needed by the Management for effective control on costs and 
functions of the Company. These reports were also not re­
ceived regularly. The main objective in introducing the new 
system is to obtain vital information from various operating 
units and Central Headquarters office in order to keep all levels



of Management informed of all developments in the Company 
which effect its functioning and to serve as effective working 
tools for managerial personnel so that action could be taken 
by them at the right time in respect of functions|operations 
for which they are accountable. The efficacy of the system 
would, however, be knowm only after it has run for one or. 
two years.
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14. Pricing Policy

14.1 Pricing policy for promotional project';

14.1.1 The Company undertakes promotional works on 
behalf of Government of India at the schedule of rates pres­
cribed by the Government. Till 3 1st December 1 97 5, Geolo­
gical Survey of India schedule of rates were adopted for pro­
motional works. In September 1975 the Government indi­
cated to the Company that :—

(i) The GSI schedule of rates is essentially meant for
charging the outside parties for the work carried 
out by the Government agenaies like GSI.

t

(ii) Since Mineral Exploration Corporation Limited is
carrying out the promotional work at the behest of 
the Government, it would be in the fitness of the 
things that Government reimburse the actual cost 
of the work without involving any marginal consi­
derations.

1 4.1.2 The Company was further advised to make an 
exercise to study the actual cost involved including the direct 
and indirect costs on the promotional work so that a suitable



crit6rion could be evolved which may form tne basis of pay­
ment by the Government.

1 4 .1.3 The cost data furnished by the Company to the 
Ministry in 1 97 6  for evolving a criterion for fixing the rate for 
promotional work was found inadequate. Consequently, the 
GSI rates prevailing in 1 97 6  still form the basis for promo­
tional rates for MECL with some esclations allowed by the 
Government in the cost of inputs etc. The Ministry stated 
(November 1 98 3) as follows :

“MECL has been asked to draw up adequate cost data 
so that rates for promotional work can be fixed 
suitably. As a commercial organisation, it would 
be unrealistic to expect MECL to take up promo­
tional work on actual cost basis without any re­
turn on the capital employed.”

1 4 .1.4 The fact remains that the G o v e r n m e n t  has n o t fixed 
any margin to be added by the Company on promotional works.

14.2  Pricing Policy for contractual works

1 4 .2.1  The contractual works are undertaken on behalf of 
Public Sedtor Undertakings and other parties. The Company 
prepares the estimates for drilling, mining and geological work 
and adds to it a margin of profit. However, the final rates for 
such works are decided after negotiations with the contracting 
parties.

6 2

14.3  Profitability of promotional and contractual works

1 4 .3.1  Annexure IV indicates the profit or loss made by the 
Company during 1 9 7 7 -7 8  to 1 9 8 2 -8 3  on drilling and mining 
done on promotional basis on behalf of Government and dril­
ling work done on contractual basis on behalf of the CMPDI
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which is the main client of the Company. It will be seen there­
from that except during 198 1 -8 2  when the Company incurred 
loss on promotional mining, the Company has invaribaly made 
profit on promotional works done on behalf of the Govern­
ment of India. On the other hand, except during 197 8 -7 9  
when the Company made a marginal profit on contractual dril­
ling, the Company has invariably incuiTcd losses on the cxm- 
tractual drilling done on behalf of the CMPDI. ^

14.3.2 The percentage of profit on promotional drilling has . 
ranged between 28.61 and 106.13 during 1977-78 to
1 981-82  and the percentage of profit on promotional mining 
has ranged between 0 .1 2  and 5 2 .2 0  during 1977-78 to 1980-
8 1 . The loss on contractual drilling done on behalf of CMPDI 
has varied between 1.32 per cent and 3 5 .4 2  per cent during
1977-78 to 1982-83 except during 1 97 8 -7 9  when there vvas a 
marginal profit on contractual drilling.

14.3.3 In respect of the high profit margin on promotional 
drilling and loss on contractual drilling, the Ministry stated 
(November 1 9 8 3), inter alia, as follows : —

“There was high profit margin in promotional drilling 
projedts during 197 7 -7 8  to 1 9 7 9 -8 0  mainly due to 
the Est-coast bauxite exploration work, which do 
not involve deep drilling and was carried out in 
compact areas. When bauxite exploration work 
tapered off during 1 980-8 1, the profit margin also 
came down.......

•1/
There have been some losses in the contractual 

drilling done by MECL for CMPDI. The pay­
ment rates were originally settled by MECL with 
BCCL in 1973 and the Coal Mines Authority 
Limited in 1 9 7 5 . In 1973-7 9 , at the instance of 
CMPDI, the rates payable for coal drilling were



’ referred to BPE for arbitration as CMPDI was of
the view’ that the rates fixed earher were on the 
higher side. BPE recommended a rate of Rs. 377  
per metre drilling in respect of CIL areas and 
Rs. 349 per metre in respect of BCCL areas effec­

tive from 1-4 -1979  and valid for one year. The 
rates which should, be paid for subsequent 
years were referred to the Cost Accounts Branch 
of the Ministry of Finance. The cost Accounts 
Branch recommended revised rates, which have 
been accepted by CMPDI with some modifiv.a- 
tions..........

The rates recommended by BPE in 1979 were 
in the nature of an award -and were accepted by 
the Company even though these rates were not re­
munerative. The Company had also expected that 
higher rates would be recommended by Cost Ac­
counts Branclh for Coal drilling by MECL, but in 
order to reduce its losses and improve its liquidity 
position, these rates were accepted even after a 
slî t reduction made in them by CMPDI. It 
would thus be seen that the losses incurred by, 

MECL were not due to the absence of cost con­
trol, but on account of other factors.”

14.3.4  During the meeting with the Audit Board, the 
Secretary, Department of Mines stated that the report of Cost 
Accounts Branch which was accepted unanomously by the 
Secretary (Expenditure), Secretary (Coal), Secretary (Mines) 
and Director General (BPE) should be implemented to ensure 

N that the Company becomes financially viable.
15. Financial Management
15.1 Financial Position

1 5.1.1 The tabic below sumraaiises the financial position 
of the Company under broad headings for the last six years

(.4
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ending 1 9 8 2 -8 3  :
(Rupees in , lakhs)

1977-78 1978-79 1979-80 1980-81 1981-82 1982-83

Liabilities
ia) Paid-up Capital . . . . . 1759.00 1799.00 1799.00 1799.00 2129.00 2389.00
ib) Reserves &  Surplus . . . . . 3.90 81.30 87.68 17.04 25.21 25.91
(c) Borrowing ;

(i) From B a n k s ......................................... 43.62
(;'/) Loan from Govt, o f  India . 160.00 420.00

id) Trade dues and other current liabilities 
(including provisions) 199.76 302.30 200.08 333.76 349.85 412.79

T o tal  .............................................................. 1962.66 2182^60 2086.76 2149.80 2664.06 3291.32

Assets^ S

(e ) Gross Block . . . . . . 1048.84 1330.16 1482.47 1731.83 2038.44 2582.59
(/ ) Less Depreciation . . . . . 506.45 733.57 948.63 1116.48 1305.54 1571.43
{g) Not fixed assets . . . . . 542.39 596.59 533.84 615.35 732.90 1011.16
w Capital Assets in transit . . . . 149.41 9.05 3.57 3.79 36.79 4.34
( i ) Capital items in stores . . . . 266.55 261.54 243.38 173.86 215.98 197.43
(J) Current Assets Loans &  Advances 1004.31 1315.42 1305.97 1202.03 1278.59 1281.87
(k) Profit &  Loss A/c (Loss) . . . . •• 154.77 399.80 796.52

T o t a l 1962.66 2182.60 2086.76 2149.80 2664.06 3291.32

Capital e m p lo y e d ................................................... 1362.36 1633.13 1675.07 1534.78 1730.06 1966.11
Net w o r t h ........................................................................ 1762.90 1880.30 1886.68 1661.27 1754.41 1618.39

N otes ; 1 . Capital em ployed represents net fixed assets plus working capital.
2. N e t worth represents paid-up capital plus reserves and surplus less intangible assets.
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1 5 .2  Working R e s u lts

The working results of the Company for the last eleven 
years ending 3 1st March 19 8 3  are tabulated below

(Rupees in lakhs)

Y ear Profit(+) Effect, on 
Loss(— ) profit or loss, 
o f the year o f Prior Period 

Adjustments, 
Provisions 

written 
back and 

other 
Adjustment

Profit ( + )  
Loss (— ) 
after ad- 
j  ustments

.1972-73 . . . . .  ( -)2 6 .4 2 • • (— )26.42

(Year ending 30th Sept. 1973)

1973-74 . . . . . ( - ) 1 5 .9 0 (— )6.35 (— )22.25

(Year ending 31st March 1974)

1974-75 . . . . . (— )82.02 (— )3.09 ( - ) 8S . l l

1975-76 , . . ( - ) 5 1 .1 3 (— )22.15 (— )73.28

1976-77 . • . (+ )108.27 (— )3.15 (H-)105.12

1977-78 . . . . ,  ?-(4-)128.80 (— )26.36 (4-)102.44

1978-79 . . . . . (+ )2 2 1.5 7 (— )36.78 (+ )18 4 .79 *

1979-80 . . . (+ )5 .1 1 (-t-X).oi (-1-)5.12

1980-81 . . . . . (— )262.32 (+ )24 .53 (— )337.79

1981-82 . . . . . (— )353.84 (-b)108.82 (-)2 4 5 .0 2

1982-83 . . • ^ (-)3 5 5 .3 8 ( - H I .  35 (— )396.73

♦ The C o m p a n y  p aid  a dividend o f  R s 1 0 7 .3 9  lakh s, out o f  profit fo r 197 8 - 7 9 .



1 5 .2 .1  The adverse financial results during 1 9 8 0 -8 1  and
1 9 8 1 -8 2  were attributed by the Company to the following rea­
sons:— ^

6 7

1 9 8 0 -8 1

(i) Non-remunerative rates for coal exploration.

(ii) Rising cost of materials, increased liability arising out 
of revision of wages and regularisation of about 1 0 0 0

J daily rated employees; and

(iii) Deterioration in Law and Order position in coal field 
areas leading to reduced production and productivity.

1 9 8 1 -8 2

(i) Non-remunerative drilling rates for coal;

(ii) Increase in cost of materials and escalations in 
general resulting in increase in operational cost; 
and

* (iii) Deterioration in Law and Order position in coal field

1 5 .2 .3  The Ministry stated (November 1 9 8 3 ) that on the 
basis of revised rates agreed to be paid by CMPDI for 1 9 8 0 -8 1  

and onwards the accumulated loss of MECL upto 3 1 st March 
1 9 8 3  would reduce by about Rs. 5 4 0  laHis.



15.3 O u tsta n d in g  D e b to r s
1 5 .3,1  The analysis of debts outstanding at the end of each of the six years upto March 

198 3  is riven below :—
^  (RujTces in laklis)

March 1978

Govt. jPrivate 
Deptt. parties 
including 
Public 
Sector 
Under­
takings

March 1979 M arch 1980 March 1981 March 1982 March 1983

Govt. Private G ovt. Private Govt. Private G ovt. Private- Govt. Private
Deptt. parties Deptt. parties Deptt. partis Deptt. parties Deptt. parlies
including including including including including
PubUc Public Public Public Public
Sector Sector Sector Sector Sector

Under- . Under- Under- Under- Under-
takings takings takings takings takings

(1) Debts out­
standing for 
more than 
one year 
but less 
than two 
years

(2) Debts out­
standing 
for more 
than two 
years but 
less than
three years 2.08 0.030 13.29

38.41 0.001 108.25 0.01 30.22 0.03 15.56 54.65

21.29 26.33 13.09

(3) Debts out 
standing - 
for more 
than three 
years 9.61 0.010 12.13 0:03 10.97 0.04 13.00 0 .3 26.89

.. 52.70

. .  26.27

..  41.52-

oo



15 .3 .2  The cJurstanding debts were due mainly from the 
Government department including public sector undertakings.

15 .4  Non-preparation of Accounting Manual

1 5 .4.1 As per the guidefines communicated by the Government 
•of India, Ministi-y of Steel an'd Mines (Department of Mines) m 
March 1973  the Company was required tcf pay special attention 
to the preparation of Accounting Manual. After a lapse of over 
eight years the Company entrusted in July 1 9 8 1 , the work of 
■drafting the accounting manual to a private firm of consultancy 
at a fee of Rs. 2 5 ,0 0 0 . The Accounting Manual has not been 
finalised and approved by the Board so far (June 1 9 8 3 ).

1 5 .4 .2  The Company stated (June 1 9 8 3 ) as follows ;—
“The draft manual submitted by the consultant has to be 

revised on account of the introduction of Area Offices 
and decentralisation of functions of the Finance and 
Accefunts'. The revised draft manual has been received 
in 1st week of June 1983  and is unider study.”

1 5 .4.3  Internal Audit , '
Although the Internal Audit Wing in the Company has been 

in existence since October 1 9 7 5 , yet it has not conducted so far 
(June 1 9 8 3 ) any review of the systems, procedures and operations 
in the Company as a whole.

15.5 Incentive Scheme
15.5.1 With a view to increasing productivity per drill, the 

Company introduced an incentive payment sclieme on an e.xpcri- 
mental basis with effect from 1st April, 1 9 8 2 . In terms of the 
scheme approved by the Board, the base line output in respect 
of all the projects covered under it was to corrfTspond to the

6 9
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average monthly progress achieved in 1 9 7 8 -7 9 . In case o new 
projects, the base line output was to be the monthly ou put a 
taken in cost input estimates. However, while prescnbmg l^se 
line crutput for the scheme, the Company took mto cons.dera ion. 
the average productivity achieved in previous three years e c ­
lated to any substaritial change in the drilling conditions. The 
base line output was, however, revised further to the lower side 
after negotiation with the trade unions.

1 5 .5 .2  Incentive payment under the scheme is payable out 
of the saving of salaries and wages due to achievemerft of higher 
output per drill month. The savings are to be shared by the 
employees by way of incentive payment at 35  per cent upto 
the first 10  metres of extra output with a rise of 5 per cent 
for each additional 1 0 . metres of extra output subject to a 
maximum of 7 0  per cent. The total incentive payment per 
individual per quarter is not to exceed Rs. 6 0 0 . A review of 
the working of the incentive scheme in respect of five projects for 
the last quarter of 1 9 8 2 -8 3  indicated that the increase in average 
output per drill month over the base lirie output ranged between 
10  per cent and 87  per cent. The overall increase in production 
and productivity and saving to the Company as a result of 
introduction of the scheme have, hov/ever, not been assessed. 
The Management stated (July 1 9 8 3 ) as follows :—

“In 1 9 8 2 -8 3 , there has been an increase in productivity 
wliich is due to a number of reasons which include 
inter-dlia better monitoring, improved supply of 
accessories and the incentive scheme. It is diffictft 
to state the role of tire incentive or its contribution 
but our assessment is that it did make a positive 
contribution towards better product and productivity 
in 1 9 8 2 -8 3 .”



16 . Material Management and Stores
■ o

16.1 The Corporation has introduced in July 1976 , a Stores 
Manual outlining the purchase procedure. According to the 
Manual, the Stores Department is inter-alia responsible for 
overall control of Stores transactions including material planmng 
and programming, maintenance schedule, inventory control, ledger 
rcccfrds, store-keeping, classification, coding and standardisation 
of the store items. The Company has, however, not drawn up 
any long term plan for the purchase of stores and equipment. 
The Company has also neither laid dcfwn any maintenance
schedule nor has it done the codification and standardisation of 
stores.

16 .1.1 The Company stated (June 1 9 8 3) as foHows :

In the peculiar circumstances attending to our organisa­
tion, the material plaifning and programming in the 
strict sense is not perhaps possible. The fbre-casting 
of requirements is dilficult since firm indication for 
possible work for the year is not available at any 
one time. However, efforts to have annual material 
planning and programming arc undemay and if our 
efforts to know our involvement in! coal exploration 
work say for next five years bear Truit we will 
concentrate on material planning also. The basic 
exercises on coding arid standardisaUon have been 
carried out and await implementation.”

16 .1.2 The stock of stores and spares as at the close of each 
year, purchases, consumption during the year, and closing balance 
m terms of months’ consumption, value of work-in-progress cost 
of oî rations, closing balance of work-in-progress in number of 
months and cost of operation during six years from 1 9 77 -78  to

7 1



1 9 8 2 -8 3  are given in the table belcAv

(Rpees in lakhs)

1977-78 1978-79 1979-80 1980-81 1981-82 1982-83

I.. Stock o f stores &  spires (including stores &  spares 
in transit) &  loose tools 189.51 217.03 250.84 272.74 273.38 305.29

2. Consumption during the year 152.60 156.61 192.19 263.01 332.76 448.81

3. Closing balance as number o f months’ consump­
tion ........................................................................... 14 .7 15.9 15.1 12.3 9.9 8.2

4 .''Purchases during the y e a r ........................................... 197.00 184.13 226.00 284.91 333.40 480.72

5. Work-in-progress . . . . . . 88.31 160.88 231.25 239.97 198.49 242.75

6. Cost o f  operations (including depreciation) . 6 75 .16 752.24 813.45 1045.97 1321.66’ 1546.68

7. Closing balance o f work-in-progress in number o f 
months’ cost o f  operations (including depreciation) 1 .5 2.2 3.1 2 .7 1 .7 1.9

N>



feature ^ n „ * r ,8 t s 2 % '^ S d
r 4 t .9 ^ “;n r n  J t t 'a ^  parcases .au e
du^g ^ e  years respeetive.y. The stock ot f '«  a « a  
fincluding stores & spares' in transit) and loose tools 
of the five years 1 9 7 7 -7 8  to 1 9 8 1 -8 2  had been around 10  months 
consumptiem or more, yet local purchases to the extent of ovc 
5 0  per LnU of the consumption had been made By the projee s.

16 1 4  The Management intimated (March 1 9 8 2) to the 
Ministry of Steel & Mines that such procurement at project l̂ .els 
are made based on noh-availabilrty cerhficate issued om 
Company’s Headquarters due to non-availabili'ty of items in s o

16 1 5 The Company has not so far (June 1 9 8 3 ) prescribed 
any norms in respect df closing stock as number of months 
coLumpUon. The Company has also not fixed the max.murn and 
minimum fevels of individual stores items. The Management ŝ tated 
(June 1 9 8 3 ) as follows

- ..........  classic methods of fixation of minimum and
maximum limits do not appear to be strictly
applicable lo our type of worldng ........
raaximumyminimum’ limits are difficult to l̂e^res- 
cribed in the first instance and if prescribed, difficul 
to be adhered to.”

16 1 6  The above views of the Management are contradictory 
to the'provisions contained in the Stores Manual which requires 
fixation of maximum and minimum Emits for all items m the 
stores in Order to avoid unnecessary accumulation of stores.

1 .̂2 Surplus Stores
1 6  2.1 The Company declared 1 2 0 3 6  stores items valuing 

' Rs 13 4 6  lakhs and 5 0 5 3  items of spares valuing Rs. 3 .3 9  lakhs 
as surplus between 1 9 7 7 -7 8  and 197 8 -7 9 . Of these, the Company 
could dispose of only 2 3 0  stores items and 1228  spares items

7 3
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duiinig three years frehn 1 9 7 9 -8 0  to 1 9 8 1 -8 2  and 1 1 8 0 6  stores- 
items and 3 8 2 5  spares items valuing Rs. 9 .1 1  lakhs and Rs. 3 .15  
lakhs respectively were lying in the stores as surplus items till 
3 1st March' 1 9 8 2 . In tWs connection,' the Company stated 
(June 1 9 8 3 ) as follows :—

“A large number of surplus items as onr’ date were 
inherited from G.S.I. Diamond bits are a case in 
point. These bits came in large number ctf size§. and 
standards and for the sake of uniformity and 
standardisation and also to optimise on tubulars and 
cut down inventory we had to' decide not to put iptO’ 
use some of the uncommon sizes of bits.”

1 6 .2 .2  A.B.C. Analysis

ABC Analysis of inventories has not been done in the 
Company so far. The Management stated (December 1 9 8 2 ) that 
efforts were being made for making the analysis in this direction:

16 .3  Non-tnoving\Slow-moving Capital Stores
1 6 .3.1  The mhnber of capital stores items, their value and 

the year from which these are no'n-movingjslow-moving are 
indicated in the following table :—

Particular
items

Y ear Number 
from o f items 
which

non-moving/
slow-
moving

Value 
(Rs. in 
lakhs)

Drilling accessories 1973-74 200 0.21
1974-75 4264 11.77
1975-76 . 1364 3.54
1976-77 1086 13.11
1977-78 1480 5.98
1978-79 1066 2.27
1979-80 88 0.42

37.30
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1 6 .3 .2  Out of non-movinglslow-moving 
Tjc ^̂ 7 '^0 lakhs the value of Core barrels, T.C. 
^ d /I fo u ie f;o  Rs. 1 9 .2 2  lakhs. Rs. 8 .2 3  lakhs and Rs. 7 .4 0

fakhs respectively
164  A  review of some of the items included in 

nommovingislow-moving items made in audt. disclosed the
following:—
(i) Purchase of rods, casings etc., from USSR

To accelerate the pace of mineral exploration to match ^  
oroilcted requirements of iron me, coking coal, copper, man^- 
n T Z  'te Fifth Plan Period and keepng m vmw he
existing drills and those to be procured shorfly. Ministry t 
:„d Mies, fte Department of Mides decided —  
accessories from the USSR. In pursuance of this decision 
Company entered into (September 1 9 7 «  an asroemid ^
USSR firm M|s. “MACHINOEXPORT»
casines barrels and bits costing Rs. 2 5 .2 0  lakhs cir. inc 
materia'l under contract was received by MECL between anna y 
1975  to March 1 9 7 6  at a total cost of Rs. 4 4 .9 1  
customs duty etc.) against the delivery P ^  of Is^^ 2 
ouarter of 1 9 7 4  Out of these items procured, the accessmies a 
T C Bits valuing Rs. 1 2 .9 4  lakhs were lying unused in the Stores 
If the C o m X  tm 3 1 st March, 1 9 8 2 . Value of these items lym  
u n u se d  with the projects as on 3 1 st March 1 9 8 2  was no avai e  

with the Company.

( ii)  Purchase of seamless tubes
Against a purchase order dated 1 3th April 1 9 7 7  M|s. T. I. 

Fxoorts UK Birmingham supplied 4 8 0  cold drawn seamless 
S i n  NoLber 1 9 7 8  for Rs. 1 .1 9  lakhŝ  Of these 0  tute 
were issued to Rawanwara Camp m Septcinber 1 9 8a  1 9  tubes
were, however, rdurned in September 1981  by be Camp to the 

"Central Stores as those were not requited. Thus 4 7 9  tubes vah 
at Rs. 1-18  lakhs are lying in stores unused since their
procurement till date (January 1 9 8 3 ).
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Core Barrels
Due to non-supply of drilling accessories for which bulk 

■orders were placed on M/s. Voltas Linhted in March 1974  and 
keeping in view the increase in activities of the Company, require­
ment of some of the items was reviewed and 2 5 0  each of o6  mm. 
and 66  mm. core barrels were purchased in 1 9 7 6 -7 7  at the cost 
of Rs. 4 ,5 0 ,0 0 0  and Rs. 5 ,0 0 ,0 0 0  respectively from M/s. Vulcan 
Level Limited, Bombay. Of these barrels, 186  barrels of 56  mm. 
and 68  barrels of 66  ram. valued at Rs. 3 .6 6  lakh's and Rs. 1.51 
lakhs respectively were lying (March 1 9 8 2 ) in the stores.

With a view to equipping the Corporation with adequate 
number of drilling machines and accessories to cope up with the 
drilling work to be taken up during the subsequent years, a 
purchase order for Rs. 2 ,8 3 ,5 0 0  was placed on M|s. Engineering 
Tool Equipment Company, Bombay on 18th March, 19 7 4  for 
the supply of 180 HWG Core barrels. 172  core barrels were 
received on 14th December, 1976  at a total cost of Rs, 3 .0 0  laklis 
While conducting the inspection at the time of receipt, it was 
npticed that core barrels were withoirt core lifters. However, 
out of 1 7 2  core barrels, 5 0  core barrels were issued to Mohodo 
Stores and 19 core barrels to projects lipto September 1 9 8 0  and 
103 barrels costing Rs. 1.76  lakhs were lying in the Central 
Stores, Nagpur upto 3 1st March 1 9 8 2  for want of core lifters. 
The Corporation was not in a position to indicate whether 69 
core barrels issued without core lifters were actually put to use 
in the projects.

In this connection, the Management stated (June 1983 .) as 
follows:—

“This is yet another case where the inventory got built up 
because certain anticipations about work-load pattern 
did not come through with deepening oil crisis and 
coal having been declared as the primary source of 
energy, exploration emphasis got shifted to coal and 
continues to be so. Under the circumstances capital



items or accessories essentially required fctr-̂ pr^r 
core recovery in non-coal mineralised Zones continue 
to be under-utilised.”

7 7

16 .5  Purchase of drilUag imeinnes and accessories

16 5 1 In response to the tender issued by the Company, 
Messers Voltas Limited, submitted (September 1 9 7 3 ) their 
offer for supply of drUls, pumps, core-barrels, casing and 
rods. The offer, inter alia, stipulated that variations in the price 
of raw materials, customs and excise duties, sales tax, octroi 
would be to purchaser’s accoimt; any delay in receipt of materid 
from the principal suppliers would affect the delivery quoted;  ̂
an advance equivalent to 25  per cent of the value of the order 
was to be paid with the order and if full quantity of drdls 
and atleast 3 0  of each t>^ of pHimps were ordered a suitable 
discount would be considered.

1 6 .5 .2  The Company placed between 2 9 th January 1 9 7 4  and 
3 0 th April 1 9 7 4  seven orders on the firm for the supply of 
drills, core barrels, casings, pumps, wrenches and other 
anciUaries at a. total cost of Rs. 3 1 7 .9 0  lakhs on a t o  price 
basis. The deliveries were to commence between May 1 9 7 4  
and March 197 5  and were to be completed between December 
1974  and March 1 9 7 6 . Failure to adhere -to the delivery 
schedule was to render the supplier liable to pay the difference in 
cost with the lowest acceptable offer and in addition to pay 
liquidated damages at 2  per cent of the cost of stores for each 
month or part of a month of delay. A sum of Rs. 1 6 .3 3  lakhs 
was paid in January 1 9 7 4  as advance representing 5 per cent 
of the total value of orders without settling the final terms and
conditions.

16  5 .3  The purchase orders and the contract agreements 
did not stipulate any clause about price variation, quantum of 
discount to be aUowed by the firm in terms of their offer and 
about the risk purchases. However, on 9 th April, 197 4  the



Company issued clarifications to ,the firin  which, in te r-c lia ,  

provided that :

(i) Any escalation in the costs on account of <Aistom 
and/other statutory duties, exchange rates, frei^t 
charges, insurance charges and any reasonable in­
crease in the principal supplier’s prices of raw 
materials would be to purchasers account provided 
documentary evidence is furnished ;

(ii) Payment of advance was to enable the supplier to 
procure raw materials wherever possible and thereby 
hold the prices ;

(iii) Deliveries as stipulated are the essence of the con­
tract but all force majeure conditions affecting 
delivery would be considered and the Company 
would grant exemption, from liquidated damages 
under such express conditions.

1 6 .5 .4  The supplier did not, however, adhere to the quoted 
delivery dates. Drills and pumps supplied in July 1 9 7 4 , against 
the scheduled dates of May/June 1 9 7 4 , were not as per the speci­
fications in the purchase orders. As the deliveries were getting 
late and goods'supplied were not as per specifications the issues 
regarding changes in specifications of driUs ^d pumps, delays 
in delivery etc. were discussed with the suppliers in the meeting 
held in September 1 9 7 4 , May 1975  and October 
suppliers indicated in each meeting a revised delivery schedule. „ 
I n  the meeting held in  October 1975, th e  e sca la tio n  c la b s c  w a s

further amplified as under :—

‘Any escalations shaU be duly considered by us provided 
documentary evidence (supported by your Chartered 
Accountant’s certificate) is furnished in justification 
of your claim for revised rates. Such escalation 
claims shall be limited to a period not extending 
beyond the original scheduled date of delivery.’

7 8
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1 6 .5 .5  As the supplies were getting late and the Company’s
progress of work was being afiected adversely, it purchased 
during 1 9 7 4 -7 5  and 1 9 7 5 -7 6  drill rods, core barrels and 
casings at higher rates involving an additional expenditure of 
Rs. 7 9 .5 1  lakhs; of these 5 2 5  10 ' long drill rods were pur­
chased from Messers Voltag Limited itself, at an extra cost of 
Rs. 1 .3 0  lakhs.

1 6 .5 .6  While settling the claims of the supplier in respect 
of skipplies made, the Company proposed to allow Rs. 6 .5 4  
lakhs on account of price escalation upto the original scheduled 
date of delivery and to deduct a sum of Rs. 4 .2 9  lakhs as dis­
count at 3 per cent in terms of the offer of the firm. A sum of 
Rs. 3 .7 1  lakhs was also proposed to be deducted as liquidated 
damages.

1 6 .5 .7  The supplier did not accept the amount of price 
escalation allowed and recoveries made on account of liquidated 
damages and discount by the Company and submitted a 
counter claim of Rs. 5 4 .0 0  lakhs.

1 6 .5 .8  The matter was referred to the Legal Advisor on 
8 -8 -1 9 7 8  who opined inter-alia that the MBCL ought not have 
restricted the maximum amount of liquidated damages knowing 
fully the importance and consequence of delay in supply of 
vital machinery by the firm.

1 6 .5 .9  The Board in its Meeting held on 2 9 th September 
1 9 7 8  constituted a sub-committee consisting of Chairraan-cum- 
Mana^g Director, Joint Secretary, Department of Mines, 
Dtirector (Technical) and Financial Advisor and Chief Accounts 
Officer and authorised the Committee to negotiate with the firm 
and arrive at a mutually acceptable amount to be paid to the 
firm.

1 6 .5 .1 0  The firin did not accept the offer made by the 
sub-committee on 1 3th February 1 9 7 9  for settling the claim 
by payment of Rs. 1 3 .5 4  lakhs to them as a package deal.
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16 .5.11 The sub-fomroittce cpnlinued the negotiations. It 
decided on 19th June 1979  to pay Rs. 25  lakhs to M/s. Voltas 
Limi^ as escalation (Rs. 2 2 .3 6  lakhs) and refund of discotait 
(Rs. 3 .05  lakhs) rounded-off to Rs. 25  lakhs on the following 
considerations :—

(i) Total escalation clatims submitted by Messers Voltas 
Limited worked out to about Rs. 45  lakhs. With a 
view to getting compensation for delayed delivteries 
in the supply of equipment and to maintain good 
business relation with the firm it was agreed to 
share the liability on 5 0 : 5 0  basis.

(ii) Discount be recovered at 1 per cent of the value 
of the orders for drills and pumps.

(iii) The recovery of liquidated damages for late deli­
very of material would stand.

1 6 .5 .1 2  Extra expenditure borne by the Company worked 
cut to Rs. 98  lakhs as below :—

(Rupees in laklis)

(i) Additional expenditure on purchase of items not supplied 
by origina' supplier................................................ 79.51

{ii) Escalation paid though not stipulated in original purchase
orders/subsequent agreements..................................................15.45*

(h7) Refund of discount........................................ .......  3-05

Rs. 98.01

♦ Rs 15.45 lakhs has been arrived at by substracting the escalation 
payaWc for the originally stipulated period o f delivery (6.55 lakhs) from 
the amount actually agreed for payment (Rs. 22 lakhs).

1 6 .5 .13  The Management'stated that the decision arrived 
at regarding settlement of escalation claims was a package 
solution after considering all aspects.
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1 6 .6  Physical Verification

The figures of Stores & Spares appearing as closing stock 
at the end of each year from 1 9 7 7 -7 8  to 1 9 8 1 -8 2  as recorded 
in the books of accounts and the figures as reported by the 
Projects as stock in hand at the end of each year based on their 
physical verification showed difference as noted below :—

Year Difference 
between 
physical 

inventory 
and financial 

ledger

(Rupees in
lakhs)

1977-78 . . . . Difference
not

worked
out by

the
Company

1978-79 . . . . .

1979-80 ................................ ................................. 16.57

1980-81 ................................ ................................  28.06

1981-82 ................................

These discrepancies were written-ofif as cons*umption at the 
end of each year without any reconciliation.

The corporation has not yet prescribed any system of 
reconciling the inventory at projects with the financial control 
accounts maintained at the Headquarters (November 1 9 8 3 ).

S/25 C&AG/83—9



17 . Modernisation Research and Development -
17.1 Modernisation ^

1 7 .1.1 In order to reduce the cost of exploration and the 
time to a reasonable level, the Company has taken up moderni­
sation in the fields of drilling, exploratory mining arid geological 
data collection and interpretation as detailed below :—
Drilling

In order to have technology and equipment for controlling 
direction of drilling, speeding up the progress and improving 
the productivity, the Company is making efforts to introduce 
some of the useful features of oil well drilling teclinology 
mud technology etc.) in mineral exploration drilling.
Mining

Efforts to use equipment like pitting sinking cranes, hy­
draulic excavators and hydraulic twin boom drills have been 
made; collaboration with USSR Government in high speed 
tunnelling technology has been made recently.
G eology

Efforts for modernisation in geological work and data inter- 
preation are being made in the following directions :—

(i) Computerisation of processing of geological data;
(ii) Application of latest geo-statistical concepts for 

exploration and data evaluation including ore body 
modelling;

(iii) Geophysical bore-hole logging;
(iv) Surface Geophysical methods;
(v) Adopting electronic distance measuring equipment 

for surface survey ;

(vi) Advanced petrological and mineralogical studies.
1 7 .1.2  It may, however, be mentioned that the moderni­

sation schemes are yet in the process of implementation 
(August 1 9 8 3 ).

8 2
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1 7 .2  Research & Development
Research and Development Schemes were submitted by 

MECL to the Government of India for approval for the first 
time in 1 9 7 9 . These schemes were generally concentrated on 
techniques, ideas, technology which would I'educe the tirne 
taken for each component activity of mineral exploration and 
the cost thereof. Since then, the Company submitted pro­
posals for 15 schemes of which only five have been approved. 
The Company intimated (July 1 9 8 3 ) that eight more schemes 
were under preparation,
1 8 . Overall Summary
Introduction

The Mineral Exploration Corporation Limited (MECL) was 
established on 2 1 st October 1 9 7 2  by transferring the function 
of mineral exploration and the related equipment and personnel 
from the GSI, The primary object of formation of the Company 
was to give a commercial bias to mineral exploration and to 
bridge the gap between initial discovery and eventual exploi­
tation of mineral deposits.

Objectives and role of MECL
The Company was conceived as the sole agency of the 

Government of India; to carry obt derailed exploration of minerals 
through-out the ^untry. The other public sector undertakings 
who are engaged in the exploitation of mineral deposits also 
carry out mineral exploration through their own agencies. Even 
though 11 years have elapsed since the formation of MECL, 
no exact line of demarcation between the public sector exploit­
ing agencies and MECL has been determined so far. MECL is 
mainly dependent for orders on CMPDI who has also developed 
its own exploration wing to take up exploration work on behalf 
of its sister coal companies. According to MECL, the un­
certainty of work has acted as a major constraint for the Com­
pany in planning on a long term basis. There is, therefore, a 
need for a clear definition of the role of MECL in mineral ex­
ploration vis-a-vis exploiting agencies.



Capital Structure

As on 3 1st March 1 9 8 3 , the paid up capital of the Com­
pany was Rs. 2 3 ,8 9  crores. Besides, a sum of Rs. 4 .2 0  crores 
was paid by the Government as loan to the Company upto
1 9 8 2 -8 3  for purchase of capital equipment. The debt equity 
ratio as on 3 1st March 1983  was/0 .1 8  : 1 .

M ineral exploration w ork  

E xisting activities

The Company has done 1 2 .1 0  lakh metres of drilling,
0 .5 6  lakh metres of exploratory mining etc. (upto 1 9 8 2 -8 3 . It 
claims to ha\e established 15 ,7 3 4  mihion tonnes of additional 
reserves of various minerals. The Company hag accepted the 
suggestion of the Audit Board to introduce post-project coordi­
nation with the clients and association of its geologists at the 
stage of opening up of deposits with a view to providing feed 
back information to increase the confidence level of its explo­
ration work.

Plan perform ance

The Company had prepared Fifth and Sixth Five Year Plan 
proposals. The Fifth year plan proposals (1 9 7 3 -7 8 ) envisaged 
12 ,7 6 ,1 5 0  metres of core drilling and 5 4 ,6 0 4  metres of ex­
ploratory mining. The Company’s achievement thereagainst 
was 3 2 .8 7  per cent in core drilling and 3 0 .2 0  per cent in ex­
ploratory mining. In Sixth Five Year Plan (1 9 8 0 -8 5 ) the 
Company envisaged 8 ,8 8 ,5 0 0  metres of core drilling, 5 0 ,5 0 0  
metres of exploratory mining and 5 0 0  square kilometres of 
detafied survey and geological mapping, However, during first 
two ears of the plan, only 31 per cent of the total drilling 
targets, 26  per cent of total mining targets and 2 5 .6  per cent 
of geological mapping and survey work set for the Sixth Plan 
period were achieved.

Operational Performance
The Company had not drawn up any long term prog- 

lamme in mineral exploration indicating inter-alia its drilling

8 4



a.,d mining capacities. According ““ iJ.To -
pang could no. gear J '“i r a g S s  <o develop

; ; ; i " : : r : n ; ^ n d i , * ^ ^

‘“ r l , g ? p t n “  t o  t o g  S t o T x ^ o r a t io n  ol minerals in consul- 

tation with the concerned interests.

There « as  decrease in the metreage drilled 
10R0 81 and 1981 -8 2 ; the decrease compared to 1 97 8 -7 9  h 

per cent. 2 9 .8 0  per cent and 2 2 A6  per « n .  res^^- 
lively. The metreage drilled, however, o^

1981-82 as compared to the
mining w ork done, however, increased m  1 98 2 -8 3 .

T h e r e  w e r e  delays in submission ot geological leimrts. 0 1

the, 1 4 6  projects to which geological J * '.
mitted gpological reports m respect of 18 projects were suo 
raitted’ in time- There were delays of 1 to 6 months for sub­
mission of 3 6  geological reports and of six months and a 
in respect of 71 reports. As on 3 1 st March 1983  there were 
12 r^rts pending with the Company for submission to its
clients.

The agreements for drilling entered into with the coal̂  com-- 
rallies provide for levy of, a penalty for delay in submission o f  

L^logLl reports. The penalty deducted by the CMPDI from 
rvi'̂ hills of MECL amounted to Rs. 2 2 .0 9  lakhs. Besides, wor 
t p ^ t i w o r k  d o n e  b u t  n o t  b ille d  as o n  31s .  M a r c h  1982
amounted to Rs. 1 9 1 .0 8  lakhs. This was not billed ’■'““ ’V ^
cause relevant reports h a d ‘ not been prepared and submitted 

though the projects had lieeii completed.

Eexie^v of individual projects

A  review conducted in audit of certain prom otional and 
cootractual projects revealed that there was inadequate pre- 
r-pject planning, inadequate project management and control
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reflected in large cost and time over runs, delay in closure of 
camps, low drilling per drill month, low productivity per worker 
per month, delay in submission of geological reports, idleness 
of equipment and manpower etc.

Non-fixation of Norms

The Company has not laid down any norms for consump­
tion of \ai‘ious items of stores and spares, productivity of 
various types of drills, and manpower to be deployed on 
various machines. The overall capacity of. the Com pany to  take 
up mineral exploration works and other anciliaxy jobs has 
also not been laid down. In the absence of these norms, it has 
not been possible to analyse the performance of the Company 
in a systematic manner and to verify whether the available 
resources had been utilised to their optimum capacity and the 
Company’s working had been economical.

Deployment efficiency and productivity of drills

The deployment cfiBciency of the drills available with the 
Company came down from 85 per cent in 1977-78 to 81 per 
cent in 1978-79 and 75 per cent in 1979-80 despite the 
fact that during 1978-79, 126 drills were 5 years or less old and 
during 1979-80, 105 drills were 5 years or less old. T he dep­
loyment efliciency picked up to 89 per cent in 1980-81 but 
again it came down to 84 per cent in 1981-82 though it has 
again increased in 1982-83. Productivity in terms o f metreage 
done per drill per shift and per drill month has shotvn conti­
nuous downward trend from 1978-79 except in 1982-83 when 
it has again improved. In the case of mining also, there has 
been a continuous decreasing trend in productivity from 1977-78 
except in 1982-83 when it improved considerably. Tire m an­
power employed per drill in operation ranged from 20 to 28 
during 1977-78 to 1982-83 and per shift it ranged between 2 1 .11  
and 26.48 during 1980-81 to 1982-83. M E C L  had not fixed 
any norms for deployment of manpower.

86
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Uiiliscition of Shifts *>
T he shifts available and shifts actually worked were con­

siderably less than the shifts available worked out on the basis 
of two shifts operation per drill and 280 working days in a year.

Workshops J
The Company is having a Central W orkshop in Nagpur and 

one field workshop in G<5dhur (D hanbad). T he Com pany has 

neither laid down the installed capacity of the workshops not 
has it fixed targets of various jobs to be undertaken b y ' the 
workshops during a year. T h e performance o f the workshops 
has been generally registering a  downward trend both in manu­
facture as w ell as repairs year after year as compared to  its 
performance in 1977-78. T h e Com pany has not made any 
analysis of man hours lost in the workshops due to various 

reasons.

Costing and Management Information Systems

The Com pany introduced a  costing system in 1975-76. 
This system had many deficiencies. T h e Com pany introduced 
a  modified costing system in A p ril -1982. A  comprehensive 
management infoim ation system >vas introduced in O ctober 1982. 
T he effectiveness of the modified costing system and the com ­
prehensive management information system can be known only 
after these have been worked for some time.

Pricing Policy , ^

Promotional w ork on behalf of Governm ent is undertaken 

On G SI Schedhlc of rates plus escalation in costs and con­
tractual w ork on behalf o f clients is undertaken on estimated 
cost plus profit margin subject to settlement by negotiations.

It has been observed that while M E C L  has been m aking 
profit on promotional w ork done on behalf of Governm ent, it 

incurring losses on contractual works done on behalf of 

CMPW.
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Fincm dal M a m g e m e n t

The Company has suflercd losses except during 1976-77 to
1979-80. A s on 31st M arch 1983, the accumulated loss of the 
Company amounted to Rs. 796.52 lakhs. The accumulated loss 
is, however, likely 'to . come down due to enhanced rates agreed 
to be paid by C M P D l for 1980-81 and onwards.

hiver.ioi v C'ovJrul
The maximum and minimum limits for all items in the 

stores have not ben fixed. A B C  analysis of inventories has also 
not been done. A s  on 31st M arch 1982, the Com pany had 
surplus stores and spares of the value of Rs. 12.26 lakhs and 
non-moving!slow-moving capital stock items of the v‘alue o f
Rs. 37.30" laklts.

(R . C . S U R I), 
Chairman, Audit Board & Ex-officio 
Additional Bteputy Com ptroller and 

A uditor General (Com m ercial)

New Delhi.
The 12th January, 1984.

Countersigned

(G IA N  P R A K A S H ), 
Comptroller and Auditor General o f India.

N ew  Delhi
The 12th January, 1984. ^



A N N E X U R E  I 

(Referred to in para 2 .1 .1 )

Main objectives as per Memorandum oj Association 
(Article HI A )

The Corporation was registered as a Limited 
01 St October, 1972 under the Compames A ct, 1956. Wl Ic 
“ tiing up the C o lo ra tio n , the Government had approved tlK

following raaiii objectives for it ;—
«

( i)  to plan, promote, organise and implement programme 
for the exploration of mineral resources and to p e r ­

form such functions as the Central Government may, 
from time to time, assign to the Company m con­
nection with the exploration of the mineral r e s o u r c e s  

in and outside the country;

(ii) to carry oift geological, geochemical and geophysical
surveys for exploration of minerals, ^

(iii) to carry out drilling and exploratory mining and 
prospecting operations to  prove/cstimate the reserves 

of minerals;

(iv )  to undertake, encourage and promote such other
adivitieii as may lead to the establishment of such 

reserves; • '

<v) to carry out detailed exploration of mineral pros­
pects by .drilling and, in consultation with the desig­
nated exploiting agency, take up exploratory-arm - 
production mining so that the deposit when handed 

' Over to that agency, can be worked without delay;

8 9



(vi) to prepare feasibility reports on mineral prospects iti 
consultation with the exploiting agencies;

(vii) to undertake contraet jobs in various fields of. mine­
ral exploration; to take up drilling and mining con­
tracts for purposes other than mineral exploration 
on payment of scheduled rates to be fixed by the 
Board of Directors of the Corporation;

(viii) to undertake contracts for mineral exploration out­
side India either for an Indian Company or a For­
eign Company Or Government on terms and condi­
tions to be decided in each case in consultation 
with the Central Government;

(ix) to transport and dispose of any quantity of mineral 
products won during exploration for purposes of 
scientific work without paying any royalty and to 
dispose such production as may be incidental thereto 
to a Corporation, Government agency or State Go­
vernment on payment of royalty by the actual user.

9 0

M ic r o  o b je c tiv e s

In consonance with the above main objectives, the following 
Micro Objectives have been adopted by the MECL :—

(i) As the key national enterprise with the main func­
tions of detailed mineral exploration and as the chief 
agency of the Government of India the Company will 
strive to serve the Nation’s vital interests at all times 
in the discharge of its responsibifities and will cons­
tantly endeavour to earn the’ highest level of trust, 
esteem and respect for the organisation.

(ii) The Company will endeavour to function as an ener­
getic promotional or quasi-comm?rcial enterprise hav­
ing due regard to its future expansion.



( i i i )  W h i l e  e n g a g e d  in  t h e  s p e c i a l i s e d  f i e l ( T o f

ploration, the Company will endeavour to - ^  
dern techniques of geophysical prospecting compu­
terised processing of data, etc., and keep itselt ab­
reast of technical and scientific developments m this
field.

(iv) The Company will attempt to draw upon the best 
■ scientific and engineering talents available m tie 

country in the field of mineral exploration.

(v) The Company will establish and maintain a dynamic 
organisation and infrastructure to meet the present 
and future needs of the Company and enable it to 
readily respond to the changing matrix of socio- 
techno-economic relationships.

(vi) To draw and execute Annual, Five-Year and other 
long-term plans and programmes of work for its mam 
activities, identifying the Key Result Areas, concern­
ing geology, drilling and exploratory mining work 
and install effective cost control and monitoring 
systems.

(vii) To undertake market surveys and other related works 
and execute projects 1 contracts both on shorty term 
as well as long terra basis with Government (Central 
arid State), Public and Private Organisations, etc.

(viii) To associate with all geological and related plannmgl 
progiamming. bodies of the Central and State Go­
vernments, with a view to identifying areas that war­
rant detailed exploration.

(ix) To shift the inventory of mineral reserves from in-
_____ ferred, probable and! Other categories to the cate­

gories with higher confidence level, to expedite pre­
feasibility studies and taking of investment decisions.

9 1
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(x) To extend its activities outside the country in the 
field of mineral exploration either independeivtfy or 

-jointly with other organisations (Jf repute (Indian and 
Foreign).

(xi) To induct the most advanced technology available
either in India or abroad to increase its efficiency 
and reduce costs.

(xii) To undertake detailed exploration of vitaVoritka!/ 
strategic minerals with a view to have a shelf of 
proved deposits, capable Of immediate exploitation.

(xiii) To organise comprehensive data collection on the 
state of the technology and market trends within the 
country and abroad and arrange its systematic classi­
fication, analysis, storage and»dissemination.

(xiv) To undertake Research & Development programme 
relating to any or all aspects of mineral exploration, 
mineral economics’, resource evaluation, exploration 
inputs, computer studies related to mineral explora­
tion, etc. either independently or jointly with sister 
organisations, universities or research organisations.

(xv) To fabricate and manufacture drilling equipment and 
associated accessories, including camping equipment, 
normally needed in the Company’s operational areas 
and to comraercialPy market such items.

(xvi) Although a service organisation, the Company wilt 
make efforts to undertake exploration and other re­
lated activities including consultancy on pronibticnal/ 
quasi-commercial lines.



Towards employees ;
Developing and sustaining a favourable craploytt 

‘  a ltitu d e  a n d  m o tiv a tio n  to r o b ta in in g  n m n n u n t  p ro -

ducUvity.

/ To device a n d  implement training programmes at
I f c S  V r s o  as to develop teclutical scenldte 
an d  managerial skiUs, thereby continuously upgr 
ing the level of competence in the Company.

(xix) To maximise job satisfaction and career opportuni 
ties for all levels of employees.

( X X )  To extend social service to^people
raUonal projects parUcularly isolated tr.ballback.vard
areas.

(H i) To introduce facUitieS like liousing, edutaUon, 
hostel, transport, entertainment, etc. for its employees 
and their children.

(xxii) To promte family planning amon.g its employees.

9 3

Towards customers :

<

(xxiii)' The Company will strive ; —
(a) to serve the Gcfvernment, Public Sector Un^r 

takings and Enterprises, private sector and other 
customers requiring exploration service or coi^ul- 
tancy by providing prompt, courtertus dependab 
and efficient services, adopting sound business and 
commercial practices;

(b) to prepare exploration and other reports of a qua­
lity conrparable to international standards.



( c )  to inspire confidence in the customers that the 
services rendered are the cmtcome o f  the latest m e­
thods o f  exploration practices, research facilities 
and the m ost com petent skill available in the 
country.

Towards suppliers :

T he Com pany recognises the important role o f 
suppliers on w hom  it has to depend for  ils eejuip- 

' ment, machinery, accessories, stores, and spa^s o f  
all description required in mineral exploration and 
other services including the small scale and an­
cillary industrialists and suppliers by  ensuring pro­
m pt dealings based on  integrity, impartiality and 
courtesy. s.

9 4
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(R eferred to 40 Para 1 2 .4 . 1 ) 

N u m b e r  o f  i t e m s  c o m p l e t e d  d u r i n g  t h e  y e w s

Central Workshop
Field Workshop Godhur 

(Dhanbad)

Type of work items 1977-
78

1978-
79

1 9 7 9 -
80

1980-
81

1981-
82

1982- 1977- 1978 1979 1980- 1981
83 78 79 80 81^

n n8 10

M a n u fa c tu r e  :
T .C . Bits . . . . • 
Casing/Milling

Quill Bushes . . ■ ■

17132

14.3

7

6288

415

20
■ S')

4498

25

24

24

8145

79

24

24

6525

36

13

11

19070

12 . .  ..........................
10
12

R ig Spindles
675 203 50 164 161 155

G e a r s .........................................
860 936 768 336 636 120 . .  ••

Chuck Jans . • • •
126 125 47 77 50 ..  ■ ■ ...................

Liners' . •
Threading of Rods . 

Casings Valve &  Valve Seat.
Adopter/Couplings .

Piston Rod/Assy

1831

254

2131
254

2880

682

1832

922

4017

186

5063

50

4667

16

3705

24

4395

4994

109

1921

32 ..
1946 ,84 170 111 18

149 ..  ..........................
2 . .  73 2

Core lifter Cases/Exten. Tube 890 ------ .. , ---- - ' ’ ' —

iM



1 2 3 4 5 6 7 8 9 10 II 12
Vehicle Body 11 8 9 10 14 2 6
Den ik/Derrik top 8 1 2 4 II 12 15
Skid for coupling o f Enginepump 3 1 0 3 1
General Fabrication . 2.34 1 1 6 85 139 6 0 19 38 4 23 1
Other Accessories (M FD ) . 5 / 8 5 0 2 4 1 2 104 158 ^ . . 2 5 5 0 14
Tabular Hutment 4 0 18
(Repairs (M ajor) Heavy Vehicles . 6 1 2 11 2 0 7 10 17 13 11 18 V l
Light Vehicles . . 7 9 2 0 15 2 0 9 2 2 • 15 3 0 2 9 25

Rig with Prime Mover 1 4 18 3 4 •14 ' 19 15 21 21 2 9 2 0 50
Equip/Pump . . . . 2 5 3 2 31 37 39 3 2 7 8 4 4 1
Generating Spt . . . 5.3 7 9 8 10 6

Compressor/Air uhidi/CP . 2 8  ■ 2 2 18 12 2.1 1.3

Wcldeu/Si'inch/Air Log/Roc 2 3 H ' 3

Drill &  T o lo  Pump . . . 61 1 14 r 1

(Minor) HeaPy Vehicle 8 3 58 78 54 68 5 8  ^ 31 21 6 0 58 4 ?
Light Vehicle . .. ' 6 0 5 7 69 65 58 55 6 4 9 6 8 2 7 8 83

Drill with prime m over' . 1 2 1 1 *> . 6 8 21 19 13

Rethreadiag o f  rods/Casings 1 3 3 6 1 0 3 9 2 3 5 7 6 6 3 4 8

A ir Coolers 1 2 2 7 0 131 69 9 0 5 , • • //
Otlier accessories . " . 3 1 9 2 4 0 9 4 5 0 12 5 163 4 5

Extraction of Diamonds salvaging 3 9 8 5 2 4 2 7 2 7 0 0 3 2 0 0 3 0 0 6 3 6 5 5

, V
S.

—w —
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Type o f Bit 1978
J9 7 9  1 9 8 0

ANNEXUREllI

(Referred to in pain 12,7.1)

1̂ 81 1 9 8 2

"M onth C o.t M onth Cost M onth Cost Month Cost Month C o ^

o f per o f  _!̂ r̂ manu- item
manu- item manu- nem f . , . , . , -  facture .acture

Rs. R--’- .

1 . H X T G  casing shoe hits R H T  April

2 . NX Casing bit , ,

3 . B X  Casing shoe bit

4 . N X  Casing Shoe bit

1 4 9

March

Jane
161 June 

O ct.

183 A ugust

156  Oct.
1 6 0  N ov. 157

(17 %  increase 
over 1 9 7 9 )

53 rebruary 
189 .lanuaiy

162

Novem- 91 ,̂lj''il. j ĉrease" (9% increase
 ̂ i!4'r”lTO f

.Tune 133  Oct. 1 1 4  — March

191
(18.0

%
increase

over
19 7 9)

137

■~a



P''o:n7tion
Y ear

drillin g  {in cluding G eolog y )

ANNnxURE TV
(Referred (o in Para 14.3.1)

Metreage
Thrilled

T otal cost 
(Rs. in 

, iakhs)

19 7 7- 78
1 9 7 8 - 7 9
1 9 7 9 - 8 0
1 9 8 0 - 81
19 8 1- 82

Bills raised 
i.e. reali­

sation 
(Rs. in 

lakhs)

Profit 
(Rs. in 

laklis)

Cost per 
metre 
drilled

Realisation 
per metre

Percentage 
profit to 
total^cost

1 5 ,3 9 8 .
5 0 ,0 4 8 .
4 3 ,3 5 5
1 9 ,7 9 9
1 8 ,3 0 0

9 0
00
00
00
4 0

5 4 .5 2
1 4 8 .6 6
1 4 4 .2 9
1 3 1 .9 7
1 4 2 .7 7

1 0 0 .7 2
3 0 6 .4 4
2 6 7 .5 8
1 9 2 .8 2
1 8 3 .6 1

4 6 .2 0
1 5 7 .7 8
1 2 3 .2 9

6 0 .8 5
4 0 .8 4

3 5 4 .0 4
2 9 7 .0 4  
3 3 2 .8 1  
6 6 6 .5 5  
7 8 0 .1 6

N ote ; —
■ The amounts shown under bills rai.sed arc c x c lu s iv lo f  income from chemical analysis'.

6 5 4 .0 7
6 1 2 .2 9
6 1 7 .1 8
9 7 3 .8 9

1 0 0 3 .3 1

8 4 .7 4
1 0 6 .1 3

8 5 .4 5
4 6 .1 1
2 8 .6 1

P r o m o tio n a l M in in g  

Year Metreage
mined

Total cost 
(Rs. in 

lakhs)

Cost Pel- 
metre 

(in R s.)

Bill raised 
(i.e. reali­
sation (Rs.

Realisation 
per metre

Profii (Rs. 
in lakh.s)

— . ___ i:i lakhs)
1 9 7 7 - 7 8
1 9 7 8 - 7 9  .
1 9 7 9 - 8 0  .
1 9 8 0 - 81 .
19 8 1- 8 2  .

3 2 8 1 .5
6 6 .5 7 .5  
4 8 0 7 .7
2 7 7 3 .5  

•' . 4 2 0 7 .3

6 3 .2 2
1 0 7 .5 8

9 3 .9 8
7 7 .1 5

1 2 0 .6 2

1 9 2 6 .6 1
1 6 1 5 .9 8
1 9 5 4 .8 9
2 7 8 1 .6 0
2 8 6 7 .0 1

8 3 .3 8  
1 6 3 .7 4  

9 4 .0 9  
8 1 .3 1  

• 1 0 6 .6 7

2 5 4 0 .9 1
2 4 5 9 .4 8

1 9 5 7 .0 8
2 9 3 1 .6 7
2 5 3 5 .3 4

i2 0 .I 6
5 6 .1 6  

0 .1 1

4 .1 6  
( - ) 1 3 .9 5

Percentage 
o f Profit 
to total 

cost

3 1 .8 9  
5 2 .2 0  
0.12, 
5 .3 9  '

VO
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D r illin g  work done for C M P D I

Year

1977-78

197S-79

1979-SO

1930-81

19 8 1- 8.1

19 8 2- 83

Total cost 
Rs. in lalclts

Metres
Drilled

Cost per 
metre

Amount 
Realised 

Rs. in lakhs

4 3 8 .7 2 10 6783 4 1 0 .8 5 4 2 4 .1 3

5 0 0 .7 2 1 3 0 5 7 7 3 8 3 .4 7 5 0 6 .8 4

5 0 2 .1 0 8 9 3 8 9 5 6 1 .7 0 3 2 4 .2 4

6 3 5 .1 5 9 2 3 0 1 6 8 8 .1 3 5 3 4 .4 2

7 4 9 .7 1 11 0 4 0 3 0 7 9 .0 7 6 3 9 .2 3

8 3 2 .3 9 143943 5 9 2 .1 7 8 4 1 .1 8

■ n n

Rcslisation
per metre

Pcrceiiiago 
cf loss
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