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PREFATORY REMARKS

“A reference is invited to paragraph 5 of the prefatory
remarks contained in Part I of the Report of the Comptroller &
Auditor General of India—Union Government - (Commermal)-
1982 wherein it was, inter alia, mentioned that the Report on the
working of Rchabilitation Industries Corporation Limited—an
undertaking selected for appraisal by the Audit Board—was
under finalisation. ;

2. This part contams the results of the appralsal undertaken

by the Audit Board of the working of the Rehabilitation Indus-
tries Corporation Limited. In this case, Audit Board consisted of
the following members :— .

(1) Shri P. P. Gangadharan, Chairman, Audit DBeard
and Ex-officio Additional Deputy Comptroller and
Auditor General (Commercial) with effect from

' 1st March 1980. <

(2) Shri P. P. Dhir, Chairman, Audit Beard and Ex-
officio Additional Deputy Controller and Auditor
General (Commercial) with effect from lst February
1982 to 9th Jume 1982. ;

(3) Shn R. C Suri, Chmrman Audit Board and
Ex-officio Additional Deputy Comptroller and Auditor
General (Commercial) with effect from 10th June
1982.

(4) Shri K. P. Joseph, Member, Audit Board and Ex-

officio Dlrector of Commercial Audit, Calcutta from
31st October 1978 to 28th Fcbmary 1981.

Gy
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(5) Shri A. P. Sinha, Member, Audit Board and Ex-
officio Director of Commercial Audit. Calcutta with
effect from 28th February 1981.

(6) Smt. Padma, Member, Audit Board and Ex-officio
Director of Commercial Audit (Coal), Calcutta upto
23rd August 1980 and as Accountant Gesmeral-Il
Maharashtra, Nagpur with effect from 31st August
1980 onwards. > : : .

(7) Shri P. K. Banerji, Chairman-cum-Managing Director,
Jessop & Company Limited—part-time Member.

(8) Shri R. Dutta, Chzirman-cum-Managing Director,
Bharat Brakes & Valvcs Lumted-—Part-nme Member.

3. After consideration of the Report by ths Audit Boatd
at its meeting held on 8th and 9th September 1981, the Report
was issued to the Ministry of Supply and Rehabilitation (Depart-
ment of Rehabilitation) on 5th April 1982 for acccptance of
facts and comments, if any. A

_The replies of the M'mxstry were recelved in June/August
1982

4. The Meeting of the ‘Audit Board with the representatives
of the Mimstry and the Company was held on 23rd August
1982

~ 5 This Report was finalised by the Audit Bodd after taking
into account : i

(@) The replies of the Ministry furnished on 28t June :
1982 and Gth August 1982 :

Shri R. Dutta, Part-nme Member dld not attend the meetlng held on 23rd |
August 1982,
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(b) The result of discussions held on 23rd August
1982 with the representatives of the Ministry and
the Company.

{(c¢) The additional information furnished by the Ministry
in September 1982.

6. The Comptroller & 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 parti-
cular, of the part-time technical members who are not the officers
.ot the Indian Audit and Accounts Department.



3. Intreduction

The Rehabilitation Industries Corporation Limited was sct up
by the Government of India as a private limited Company on
13th April 1959 primarily with the object of providing employ-
ment to displaced persons from East Pakistan (now Bangladesh)
through industrial develcpment.

The working of the Company since its inception till 1966-67
was reported upon in Section IV of the Central Government
Audit Report (Commercial), 1967 of the Comptrotler and Aunditor
General of India. The present repert covers the working of the
Company from 1967-68 to 1980-31.

2. Objectives

2.01 According to the Memorandum of Association the main
objects of the Company are : .

(i) To promote, establish, undertake and execute indus-
tries, projects or enterprises for manufacture and
production of plant, machinery, tools, implements,
materials, substances, goods or things of any descrip-
tion which in the opinion of the Company are likely
to promote or advance the setting up of industries to
provide employment to the displaced persons from
East Pakistan, migrants from West Pakistan, repa-

triates from Burma and Ceylon and persons of
Indian origin migrated from other countries with the

intention of permanently settling in India and to
develop ‘Special Areas’ (as may be notified by the
Government of India from time to time) to create
gainful employment opportunities for the local people
of such areas together with others. -

g
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(i) To promote and operate schemes for industrial
development benefiting the persons referred to in
(i) above.

(iii) To grant or guarantee or recommend the grant of
- loans to co-operative Societies, manufactures and
- dealers to enable them to 1mprove and expand pro-

duction. :

(iv) To aid, assist and finance any industrial undertaking,
- project or enterpriss whether owned or run by
Government, statutory body, private company, firm

or individual with capital, credit, means or resqurces
for execution of its wmck ' :

(v) To promote and establish companies and associations
- for the prosecution or execution of industrial under-
takings, works, projects and ~enterprises of  any
description, whether of a private or public character,
which in the opinion of the Company would contri-

. bute to the welfare of the persons referred to in

- (i) above and to acquire and dispose of shares and

_interest in such _companies or associations or in any

: other compames or associations or in the undertabﬁgs :

2 o

- (vi) To establish, promote, subsidise and othermse assist,

v ANy company or companies, syndicate or other

_ concern for the purpose of setting up any industry

or running any industrial undertaking, acquiring any

~_ property or furthcrmg any of the objects of this
CompanY :

Consequent on the acceptance of the recommendation made
by the Administrative Reforms Commission, the Ministry of
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Finance, Bureau of Public Enterprises in their office memorandum
dated the 3rd November 1970 requested all the Ministries to
initiate action to lay down the objectives and obligations, both
financial and economic, of each public enterprise under their
administrative control. : '

The objectives and obligations of the Company in terms of
the above office memorandum were not laid down.

202 The activities carried on by the Company in pursuance
of its objectives, can broadly be grouped under the following
three categories :

(a) Indusn:ial financing ;
" (b) Industrial estate mahagement ; and

* (¢) Industrial and commercial activities.

3. Capital Structure

301 The authorised capital of the Company as on 3lst.
March 1981 was Rs. 5 crores. The paid up capital as on that
date was Rs. 353.20 lakhs fully subscribed by the Government
of India. . : : e e e

The Government of India  have also advanced fromtxme

to time Iéng term unsecured loans to the CQT__BP%Y 38&""8?@3
Rs. 1516.45 lakhs out of which an amount of Rs. 1488.05 lakhs

was outstanding as on 3ist March 1981. -



‘ The table below mdmm the details of the loans granted and the amounts outstawdmg them-
~ against as on 31st March 1981 i—

Purpose of the loan i Period during  Amount Period of  Period of  Rate of Ampun’t
/ T ol « which drawn drawn (Rs, loan (in moratorium interest (in  outstand-
: ‘ : a in lakhs) years) (in years)  percent per ing as on
. annum) 31st March
e He : 1981 (Rs. in
N e ? i lakhs)
(@) Re-lending Gl (i) 1960-61 (5 : ; BB
B 4 to 101,00 10 5 4ktos 72.60
ot et 1963-64 g L
: . (i) 1966-67 10.00 4 5 . 10.00
i : (% (iil) 1968-69° 21.65 3 o 5 21.65
\41 1‘41 ‘ il
T b BT ¢ i en o
i ding Capital 132.68* 104.25
Workin pita 1 : i
¢ (b; Tl $ (l) 1964-65 70.45" A4 5§ to 6% 70.45
196667 e 5 :
(d)t 1:967-68 : 1307.85 NIL 5t 15 1307.85
e 1980-81 L G ‘ el
i vd ALk, b _ 1378.30 1378.30
estt vances Sty i
o 198081 5.50 NI 15 5.50
Total 151648 T 5 LN e 08

i A@umst this. a to’ﬂai sum of Rs, 119,51 lakhs was re-lent y !he company upto 1g71,72
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In majority of cases, particularly working capital loans, the
Company failed to repay instalments of loans as well as pay
interest thereon on the due dates. Interest due aed outstanding
for payment as on 31st March 1981 amounted to Rs. 1014.88
lakhs including penal interest of Rs. 739.22 lakhs for failure to.
pay interest and repay loans on due dates. ' In addition, interest
accroed but not due on these loans as on 31st March 1981
stood at Rs. 24.37 lakhs.

The Company also made cash credit arrangement with Canara
Bank up to a limit of Rs. 60 lakhs secured by hypothecation of
stock and guaranteed by the Government of India. The amount
outstanding on this account as on 31st March 1980 was Rs. 61.73
Jakhs which was fully re-paid by January 1981.

302 Restructuring of Capitel

In view of the continuous losses aggregatig Rs. 880.74 lakis
(including cash loss of Rs. 477.43 lakhs) incurred by the
Company from inception to 1975-76, the Company approached
the Government in April 1977 for restructuring of its capital.

_‘The proposal envisaged conversion of loan (Rs. 477.43 lekhs)
inte equity to the extent of accumulated cash losses; the treatment
of balance Joan (213.12 lakhs) as interest free loan for 2 period
of 5 years, with a moratorium on repayment during that period.

At the instance of the Ministry of Supply and Rehabilitation,
the Company, in November,/December 1980 submitted feasibility
reporis in mpmdmmmm&m for
production, sales, cash flow etc. for the: period from 1981-82 to
1950-91. 'I‘hepropoabincklded,bﬁ'din, comversion of loans
mﬂwmcntofRs.WO!akhs(out‘ofwhﬁmbnﬂeaof
Rs. 1488.05 lakhs) into equity and waiver of penal imierest
amounting to Rs. 739.22 lakhs. On the basis of the above pro-

_ posals and projections, the Ministry conveyed (November 1981)

the following measures for revitalisation of the Company :

(1) Comamic Unit and Electrieal Ancillory Usit to_be
e b iriesl Ao



6

(2) The four Handloom Units should be continued on a
trial basis only for 2 more years, 1981-82 and
: 1982-83, and their performance closely watched.
=18 The Handloom production should be diversified to
: improve earnings and attempts should also be made
to form workers into co-operatives who can tfake
over the Handloom sections progressively.

(3) All loang ouistanding on 31st March 1581 to be
interest free from 1Ist April 1981 to 315¢ March

1986.

(4) Moratorium for a period of 5 years on repayment
of instalments of all loans outstanding as on 31st
March 1981.

(5) For capital outlay in 1981-82 and 1982-83, Rs. 1.16
- crores to be made available by way of equity and
loan in the ratio of 1:1.
(6) Grant of a non-plan loan of Rs. 1.84 crores fo:
1981-82 to make good the cash losses for the year
and for working capital requirement.

(7) From 1982-83 onwards, the Company to arrange o
meet its further working capital requirement from
commercial banks. No non-plan loan to be given
from 1st April 1982 :

As a result of the Government’s decisions mentioned at (3)
“and (4) above, the habihty of the Company in respect of
Government loans (including normal and penal ‘interast)
“amounting to Rs. 2502.93 lakhs as oa 31st March 1981 would
remain frozen during the period from Ist Apnl 1981 to 31st
March 1986. :

4. Performance Appréisd v
4.01 Industrial Financing

: (H)TheCompanygrantedloansﬁomdusmahstsetc to
helpsctnpnewmdnstmsandsoexpmﬂensnngowmthtbe




7

object of creating more employment potential for displaced
persons. - The various criteria considered while examining the
loan applications were the security offered, employment potential
to be created, viability and technical soundness of the schemes,
competence and integrity of the loanee industrialists etc. In
August 1969, Vthe' Company decided to keep the industrial
financing activities in abeyance till the financial position improved.
As mentioned in paragraph 3.01, funds provided upto 1968-69
by the Government of India for re-lending purposes were disbursed
upto 1971-72. From this period onwards the activity was
confined only to the recovery of instalments of prmcxpal and
interest.

~ (b) The data regarding the year-Wise loéns sanctioned and
actually disbursed and the number of displaced persons employed
by the loanees as against the commitments made by them are
given in the table below :

Year Amount Amount Employment position of
= ’ sanctioned  disbursed  displaced persons at the
- (Rs m {Rs. in end of each year
lakhs)
Number Actual
according  number on
to agree- the last day
: 5 : ments  of year
1959-60 = 23.83 4.89 i
1960-61 47.50 . 68 63 ¢
1961-62 e 1513 - 36.14 91 569
196263 - i T OG- L o35 00 047 . - 2004
196364 = 0.50 65 . WS- D
1964-65 - 38 iy e
1965-66 : '1070 113 36N - 3N
- 1966-67 s )5 4136 ~ 2450
1967-68 : ¢ 1890 0.77 7 M3
1968-69 15.27 6.90 5271 2411
1969-70 5.00 2.01 4961 2359
1970-71 = m ol B0 636 . 4699 - 1638
197172 : : e e 600 4679 . 1498

197400 197879 - .. - M. N
s 19 s ' ‘




In this connection the following features deserve mention :

(i) As against the commitment of giving employment
to 4679 displaced persons, the loanee industrialists
had given employment to only 2105 displaced persons
at the end of 1978-79.

(ii) There was decrease in number of displaced persons
employed from 1967-68 onwards.

(iti) Out of 39 loanees, only 25 loances had fulfilled the
: conditions relating to employment of displaced
persons. : o
(iv) In the Initial stages, the actual employment of dis-
placed persons by the loances was verified by the
Investigator appointed for the purpose. No such
vmﬁcaﬁonwasmademfhtheaboﬁnonotthnpos:
of the Investigator with eﬁect from‘?th Tanuary

1968.

In regard to variation in employment of displaced persons
from year to year, the Management stated (November 1981) as
follows :—

“The number of displaced persons varied from year to
year because of the employment potentialities depen-
ding upon the order position of the industrialists at
the material time.”

The dectease in actual number of displaced persons employed
from 1967-68 onwards was attributed by the Management
(November 1981) to the closure of the factories of the loanec
parties owing to labouvr unrest, shifting of plant and machinery,
volantary liquidation, paucity of orders resulting in retrenchment
etc.

(¢) During the period from 1959-60 to 1970-71, the
Company sanctioned loans to the extent of Rs. 177.54 lakhs to
43 Joanees out of which 39 loanees drew loans to the extent of
Rs. 119.51 lakhs. Loans amounting to Rs. 58.03 lakhs could
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not be disbursed owing to the failure of the loanees to fulfil the
conditions of the loans and completion of the formalities and
suspension of the loan giving activities by the Company.
Annexure 1 indicates the details of the loans sanctioned/drawn,
and the amounts outstanding thereagainst as on 31st March
1981. -

It will be seen therefrom that at the end of 1980-81, an
amount of Rs. 118.54 lakhs representing loans (Rs. 69.34 lakhs)
_and interest accrued thereon (Rs. 49.20 lakhs) remained out-
standing against 25 loanees. Loans to the extent of Rs. 59.46
lakhs and interest to the extent of Rs. 46.49 lakhs were
considered doubtful and provided for in the accounts.

It was also noticed that although an amount of Rs. 50.17
lakhs was recovered from the loanees up to 31st March 1981,
only a sum of Rs. 28.40 lakhs was repaid to Government, the
balance amount of Rs. 21.77 lakhs together with the undisbursed
loan of Rs. 13.14 lakhs was diverted towards working capital

_ . requirements of the Company.

(d) Review of individual cases of loans s
~ " In paragraph 4(ii) of Section IV of the Central Government
Audit Report (Commercial) 1967, a detailed mention was made
of the loans granted to Bengal Textile Mills Limited, Sita Ram
. Rice Mills, Burdhan and Company (Private) Limited, Navajiban
Cooperative Transport Society, Goef W Rose & Company and
Tallygunj Tant Shilpa Protishthan. The latest position of the
amounts outstanding against these loanees is also indicated in
Ansexure-1. : ;

_ A review of some more cases of loans indicated the following

features :
(i) Nabarun Taxi Drivers Co-operative Societies No. 1 to VHI
The Nabarun Taxi Drivers Co-operative Socicties No. I to

VIII, sponsored by the Company had started operation during
1961/1964. Besides the ‘investment in the share capital to the

$/13 CAG/82-2.
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extent of Rs. 2.80 Iakhs, the Company paid loans amounting to
Rs. 11.74 lakhs during the period from 1962-63 to 1964-65 for
purchase of 88 taxis (11 taxis per Society) to these Societies.
Besides, some managerial staff, office accommodation, garage,
repairing facilities and fuel services were also provided by the
Company, the cost of which ( according to the Management) was
to be borne by the Societies.

The societies defaulted in repayment of principal as well as
payment of interest from the beginning and on stoppage of
operations were put into liquidation by the Registrar of
Co-operative Societies in June 1975. An amount of Rs. 3.49
lakhs outstanding on account of advances paid towards cost of
services rendered by the Company have been considered doubtful
of recovery in the accounts for the year 1973-74. In order to
liquidate the debts of the Societies, the Official Liquidator sought
permission of the Company, (being the principal and secured
creditor of the societies), for disposal of 48 taxis cabs, which
was agreed to by the latter in February 1976. Besides investment
of Rs. 2.80 lakhs in the share capital, the total outstanding dues
against the societies amounted to Rs. 13.08 lakhs (loan Rs. 7.02
lakhs and interest Rs. 6.06 lakhs) upto 1980-81. These have
been shown as doubtful of realisation and provided for in tho

accounts of the Company.
In ﬁns connection the following points deserve mention :

(a) Only 48 taxis, with engines and several parts missing,
were handed over to the liquidator by the Managers
of the 8 Societies. According to the Ministry (June
1982), 41 bodies of the taxis were disposed of for
Rs. 9331.

(b) mwbemboutsottheremainingwtaxiswerenot
{e) Neithetanystatememo{themmtsonbesocieﬁes
(in liquidation) noranyamounthasbeeureoemd
from the liquidator so far (November 1981).




11

(d) No action was taken for default in repayment of
principal and payment of interest against the sociefics
till they stopped operations in June 1975.

(it) Power-Loom Co-operative Societies

With a view to reducing losses of its hand-loom units, the
‘ Company decided (May 1966) to orranise six power-loom
co-operative societies with the participation of the workers of
the hand-loom units. It was also decided to contribute Rs. 25,000
towards share capital and to provide loan of Rs. 2.09 lakhs to
each of the societies. It was contemplated that the Company
would be the sole supplier of the raw materials and also the sole
gelling agent of the finished products till the loan was repaid.
The Company was also to supervise the activities of the societies
till the repayment of the loan. As against the decision to
organise six co-operatives, only three power-loom co-operative
societies—two at Taherpur and one at Bon-Hooghly were set-up
in May and December 1966 respectively. Whenever the
‘Company failed to supply raw materials to the societies to eamn
sufficient service charges to pay wages of the workers, the
Company used to pay advance service charges-by treating the
same as advance to the societics. The performance of the
societies was not satisfactory as a result of which these were
incurring heavy losses year after year. Owing to accumulation
of powerloom products worth Rs. 7.00 lakhs with the Company
and difficulty in marketing the same, the Company in May 1976
stopped supply of yarn to the societies. A situation had thus
arisen when the societies had no money to pay wages to the
workers. Accordingly, the Company decided (September 1976)
to set up a Committee to go into the functioning of the powerlpom
co-operative socicties vis-a-vis the Company and make
: mcommcndanomastohuwtheﬁmdsadvaneedmtheco-opuame
societies should be treated. The Committee in its report
“submitted in October 1976 observed, inter alia, as follows :—

"(x}ByholdmgabothO%ohhepmdnpsharcaptal
of these Societies, M Industries
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Corporation controls 90% right of ownership in these
Socxetles and as such virtually owns these Societies.

(ii) Since Rehabilitation Industries - Corporation is the
sole supplier of raw materials, sole selling agent of
all products and has also assumed the responsibility
of supervising the activities of the Societies, no one
else but R.I.C. could be held responsible for financial
losses and financial mis-management of the Societies.
In this connection it need also be kept in mind that
the members of these Societies are ex-employees of
RIC. and also were given appointment im the
-societies by R.I.C.’s Managing Directors. As such,
if employment of these members from the Socicties
is terminated, R.I.C. would be held responsible for
termination benefits. (This view is also shared by

. the Deputy Reglstrar of Co-operatw&s) e

The question of payment of terminal benefits to the employees :
of the Co-operative societies in the event of termination of their .
services was referred by the Company ‘to its Solicitors
{November 1976) as well as to the Ministry of Rehabilitation
(February 1977) who sought the advice of the Ministry .of Law
" in April/June 1977. Both the Selicitors and the Ministry of
. Law opined (December 1976, May/August 1977) that as the
workers were appointed as Company’s employees and their
transfer to the Co-operative societies was made by an administra-
tive order without obtaining the option of the employees or
secking their willingness to work under the new organisation,
the terminal beneﬁts would be payable by the Company.

Tn June 1977, it was decnded that with a view to havmo a
better functional and financial control over the Power-loom
~ Co-gperative Societies, the Company should take over their
administrative  control. Accordingly, the Registrar of
Co-operative Societies was requested (August 1977) fo intimate
tbestepstobetakenmthxsregard The Registrar of
Gocpetauve Societies in tnm issued notice (Novcmber/December
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- 1978) to the societies to show cause why they should not be
‘ liquidated. Apprehending that in the event of abrupt liquidation
of the Societies, the Company would not only face difficulties in
absorbing the workers and in realising the dues but also will be
unable to run the looms as the licences were registered in the
names of the Societies, the Company tequested (February 1979)
the Registrar. of Co-operative Societies to cance] the notice for
liquidation and appoint the Company as the sole Administrator Uil
the licences were transferred in its name so as to enable it to run
the looms. The Registrar of Co-operative Societies issued notifi-
~ cation in April 1980 cancelling the notice for liquidation and
appointed the Company as the sole Administrator.

The Company had also applied (February 1979) to the

Director of Handlooms and Textile, Government of West Bengal
to transfer the licences in the name of the Company. The licences

were yet to be transferred in the name of the Company ;

- {November 1981).

The loans and advances given by the Company, the number .
of workers employed, accumulated losses etc. of the Co-operative

societies upto 31st March 1981 are indicated below —

Particulars = Co-operanvc Societics

Taherpur- Taherpur- Bob-
ik 21 Hooghly

- 1. Share Capital:

(a) Contributed by the Company (Rs.) 25,000 . 25,000 —
 {b) Contributed by Workers (Rs.) 520 338 520
2. Loans & Advances: -

{@) Loans (Rs. in lakhs) 1.88 1.76 1.54

(b) Outstanding interest (Rs: in lakhs) 115, 1@ 118

{c) Advances (Rs. in lakhs) 21.47 20.69 2} 67
3. No, o % 2 ¢

g el . s . b

(B) Staff and Officers - 14 14 s
4. Accumulated loss upto Smhfjgge 1980 .

Rk e sies- O B

: s Depreciated value of assets of the socie-

as on 30th June 1980 as per pr 0.33 0.35 277

VSlonal accounts (Rs. in lakhs)

‘
;
:
|
|
%
:
,
=
1
-
3
:
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It would be szen that due to the heavy losses sustained by the
societies, the Company is likely to lose the entire outstanding
loans and advances of Rs. 77.82 lakhs including accrued interest
of Rs. 3.41 lakhs as on 31st March 1981. The Company has
made a provision for Rs. 78.32 lakhs in the accounts agaimst the
loans and advances {Rs. 77.82 lakhs) and investment in share
capital (Rs. 0.50 lakh).

(iii) M/s. Sen and Pandit Industries Limited

The Company sanctioned two loans of Rs. 20.00 lakhs and
Rs. 9.00 lakhs carrying interest at 6 per cent and 7 per cent.
per annum, in May 1960 and June 1962 respectively to
M/s. Sen and Pandit Industries Limited, manufacturers of
bicycles against first charge on their entire fixed block assets.
The loans were repayable within 15 years in half-yearly instal-
* ments commencing from the third year of drawal of the loan. The
loanee company, however, drew the first loan in full and Rs. 6.81
lakhs against the second loan of Rs. 9.00 lakhs upto October
1963. The first instalment of Rs. 1.52 lakhs which fell due on
15th November 1963, was paid by the loanee in instalments
during March 1964 and July 1964 and no payment of instal-
ment was made thereafter. However, interest was paid regularly
upto March 1969. Against a legal notice issued on 24th
August 1971 for payment of the arrears of instalments of
principal and interest aggregating Rs. 15.71 lakhs (principal
Rs. 12.64 lakhs and interest Rs. 3.07 lakhs) upto August 1971,
the loance company expressed its inability (August 1971) to pay
the amounts due to various difficultics. Owing to labour troubles
and acute shortage of working capital, the loance company
closed down its factory at Kalyani with effect from 29th March
1971 ; the closure continued for one year.

The Company dlowed the loanee to create pari passu.
charge on its fixed assets, (which were already mortgaged to the
Company) once in favour of the West Bengal Industrial Deve-

Jopment Corporation against a loan of Rs. 5.00 lakhs in
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December 1968 and again in favour of the Industrial Reconstruc-
tion Corporation of India Limited, in October 1971. As no
payment of outstanding principal and interest was made by the
loanee, the Company again issued a Solicitor's notice o
ist September 1975 demanding early payment of outstanding
dues. In the meantime, the Government of India issued a notifi-
cation dated 8th September 1975 authorising the Industrial
Reconstruction Corporation of India Limited, to take over the
management of the loanee company for a period of 5 years and
declaring that the operation of all its contracts, agreements,
obligations and liabilities etc., would remain suspended, Sub-
; sequently, in October 1980, the loanec Company Wwas nationa-
E lised. The claim of the Company submitted to the Commissioner

- of Payments in August 1981, was yet fo be sctiled (November

1981).

The dues outstanding against the loance aggregating

Rs. 42.73 lakhs (principal Rs. 25.29 lakhs and interest Rs. 17.44

' lakhs) upto March 1981 have been classified as doubtful of

resovery and provided for in the accounts. The loance Company

employed 406 displaced persons only against the commitment of
giving employment to 437 persons. :

(iv) M/s. Kusum Engineering Company Limited

. The Company sanctioned two loans of Rs. 7.70 lakhs and
Rs. 8.30 lakhs on 10th August 1959 and 27th June 1966
respectively to M/s. Kusum Engineering Company Limited for
exipansion of its factory against mortgage of its fixed assets. The
first Joan was disbursed between March 1960 and December
1963 in full. However, out of the second loan of Rs. 8.30 lakhs,
the loanee drew Rs. 5.67 lakhs only in two instalments in March
1967 and October 1967, Loans drawn by the Joanee thus
apgregated to Rs. 13.37 lakhs. o

. After paying Rs. 9.46 lakhs towards principal and Rs. 8.15
hkhsasintaestupfolannaxyw%,thc!omee(_:ompaw



. . failed to repay the first. instalment of the principal

T

defaulted in payment of instalments of principal as well as
interest falling due from February 1976 onwards. Althoush a
solicitor’s notice was served on the loanee in October 1977 for
realisaticn of outstanding dues, no legal action was instituted
against the loanec. The loance paid Rs. 0.71 lakh in 1980-81
towards interest. Total outstanding dues against the loanee upto
the end of March 1981 amounted to Rs. 4.84 lakhs (principal
Rs. 3.91 lakhs and interest Rs. 0.93 lakh) which have been
considered good in the accounts. ' ' :

The loanee employed 246 displaced persons only as against
the commitment of giving employment to 571 persons. The
Management stated (November 1981) that for want of adequate
working capital and labour disturbances there was a shortfall in
employment of displaced persons by the loance Company.

According to the Ministry of Supply & Rehabilitation; (June

 1982) an amicable settlement has been reached with the loance

Company (in March 1982) according to which the recovery of
the dues would be made in instalments. :

(v) M/s. Raymond Paper Mills

In December 1967, the Company sanctioned a loan of
Rs. 2.50 lakhs to M/s. Raymond Paper Mills against security
of the fixed assets of the firm and personal security of the
partoers to enable the firm to set up a paper-board mill at the
_Ranaghat Industrial Estate with a total employment poteatial
- of 80 displaced persons. Apart from the said loan, which was
disbursed to the firm during July to November 1968, the Company
~ leased out to the firm, a factory shed, specially constructed to
its specification at a cost of Rs. 1.52 Iakhs, and 10 acres of
land at the estate. Production in the firm’s factory commenced
in March 1969, but owing fo paucity of - working capital and
other factors, the factory was closed down in August 1970. The
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which had fallen due in Jﬂy 1970. A second loan of Rs. 5.00
lakhs sanctioned in August 1969 was not released.

- The partnership firm was constituted into a public limited
company in November 1971 as Nadia Paper Machinery Limited,
but could not function cwing to certain legal complications.
Subsequently, under & court order in 1973, the new company was
deciared defunct and one of the original partners of the firm was
made the sole proprietor. The production was restarted in October

1976.

QOut of the totai outstanding interest of Rs. 31,862 on loan
upto March 1970, the Company Wwas able to realise only
Rs. 21,890, The balance amount of Rs. 9,972 plus further
interest amounting to Rs. 2.29 lakhs, besides the principal loan

_ of Rs. 2.50 lakhs and rent amounting to Rs. 2.81 lakhs were
outstanding against the firm upto March 1981. The Company
instituted legal action against the firm “for realisation of the
outstanding dues in December 1978. The case is still subjudice
(November 1981). The principal (Rs. 2.50 lakhs) and interest
(Rs. 2.29 lakhs) have been considered doubtful of recovery and
provided for in the accounts. :

407 Industrial Estate Managenrent
(a) Creation of infrastructure

In paragraph 6 of Section IV of the Central Government
Audit Report (Commercial), 1967 it was reported that with a
view to providing facilities for setting up of new small-scals
industrial units for employment of displaced persons, the
Company had established three industrial estates at .Behala,
Bon-Hooghly and Durgapur and erected 67, 50 and 11 sheds
respectively at these places. In addition, 2 Cast Iron Foundry
had been set up at Durgapur in 1964-65. Subsequently, the
Company constructed-a second block at Bon-Hooghly, a2 new
small estate at Ranaghat and added some more sheds at the

~ existing Bon-Hooghly (Block I) and Behala estates.
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The present position of the capacity created at these five

Estates and the capital outlay incurred thereon was as follows :—
'Plaoe No. of Covered Uncover- Capital
; * sheds area ed area = outlay
Ga.ft) (sq.ft) incurred
(Rs. in
lakhs) -
1. Bon-Hlooghly Block I 51 88497 170703 16.52
Block I = 49 285439 685121 46.06
= Beha!a : 78 118604 226996 23.42
3. Durgapur 350 44784 732816 7.64
4. Ranaghat : 2 24601 407399 8.93

191  s61925 2223035  102.57

The above capital outlay represents the cost of sheds,
clectrical installations etc. but does not include the cost of land.
So far as land is concerned, table below indicates the position
of its acquisition, utilisation and payment of its value.

# ﬁ;n;;;f the Estaic Area of Cost of Remarks
- land land
acquired (Rs. in
(in acres) lakhs)
s 1 : 2 e = _4———-“#
@) Behala i 2.50 The price of land acquir-

(estimated) ~ ed in 1960 from the
Government of West
Bengal has not ‘been
settled so  far.

(2) Bon-Hooghly . 4217 7.11 The measurement of land
- was done jointly in
1969 by the Company

and the Government

of West Bengal and

the actual area was

found to be 33.165

: . acres. The value of
2 : i - land as intimated by
L ‘ 2 the State Government
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4

(3) Ranaghat 40 Not
- finalised

{4) Durgapur 100 6.00 -
scres on plus reat
lease for 60 of Rs. 10
years from  per acre ex-
March cluding
1963 taXes per

due since September
l9'_l4buthasnotbem
paid by the Com-
pany so far. Actual
area utilised was only
28.465 acres.

The possession of land
was taken from the
Government of West
Bengal in 1962 but
only about 10 acres
were utilised in the
construction of two
factory sheds and in
letting out some vacant
land to an industria-
list. In may 1977,
the Company appro-
ached the = State
Government for sur-
rendering the
30 acres of land. The
surrender was accep-
ted by the State
Government in  July
1981.

Only 18 acres were
ili for constroc-

foundry. In 1967
the Company decided
to sub-lease the sur-
plus land to indus-
trialists for setting up
industries on their own
with commitment for
employment of dis-

- placed  persons. The
scheme did not how-
ever, materialise. In
June 1977, the Com-
pany decided to sur-
render 79.02

of surplus land to
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(b) Utilisation ,

~ The following table indicates the utilisation of sheds as on
31st March, 1981 :—

Name of Industrial Estate : No. of No. of No. of
sheds sheds sheds
available let out ~ used

: - depatt-

: mentally

" 1. Bon-Hooghly Block-I : 51 33 07 18
Block-I s 49 39* 10
2. Behala : 78 70 = 8
3. Durgapur - 11 g 3
4. Ranaghat : 2 2 —
191 152 39

$This includes one shed which hadbeen lying vacant since July 1977 and
was allotted fo the Central Warehousing Corporation in December 1980.

49 sheds available at Bon-Hooghly, Block-II ‘include
10 sheds, each having an area of 4500 sq. ft. The construction
of these sheds alongwith 4 others was commenced in 1971 but
could not be completed for want of funds. As a result, these
sheds could not be allotted to the prospective industrialists for
a long time and the expenditure of Rs. 11.36 lakhs mcurred
_ thereon (14 sheds) upto 31st March 1978 remained unproduc-
‘tive. In March 1978, it was estimated that a further expenditure
of Rs. 11.15 lakhs was required to complete these sheds. As it
was not possible to find resources, it was decided (March 1978)
to let out the incomplete sheds to such tenants as would be
willing to complete them from their own funds subject to
adjustment against rentals due to the Company. . '

o Is I\me 1978 the Central Warehousing Corporation (CWC)
agreed to take the incomplete sheds on the following terms and
!n - :—“ * S

(i) The CWC will complete the sheds according to the

agreed specifications and cost estimates from ifs

~ own funds which will be subject to adjustment at the
;;ateOfSOpercehtotthemonthly'rentagainstmml




28

(i) The CWC will pay rent at the rate of 33 paise

per sq. ft. from the date completed sheds were taken

(iii) The CWC will be exempted from payment of
security deposit and furnishing of bank guarantee.’

10 sheds which were completed by the CWC were allotted

to it between September 1978 and July 1979. The remaining

4 sheds were yet to be completed by the CWC (November

1981). :

{c) Rent

(1) The economic rént for the industrial estates in Behala
and Bor-Hooghly was fixed. in accordance’ with the instructions -
issued by the Ministry of Commerce and Industry in July 1960
and for the sheds at the Industrial Estate, Durgapur in accordance
with the instructions issued by the Ministry of Industry and
Supply (Department of Industry) in August 1965. In respect
of- sheds at Ranaghat, however, rcnt was fixed on a lump sum
basis: e : :

In view of increase in expenditure on meintenance, the |
Companyrevisedtheramdmmofthéshedsoptwooccasims
in December 1974 and October 1978 respectively, in accordance
with the Government of India orders of 1960 and 1965 men-
tioned above, as per details given below i—

- - Name of the Industrial Existing rates of rent per Revised Revised
Estate 100 sg. ft. (Rs.) < ratesof rates of
100sq. 100 sq. -
ft.effec-~ ft. cffec- .
- ~ tive from tive from
:  IstDec- 1 st Oct-
s : : ember ober

1974 1978
g - (Rs.) Rs)
1. Bon-Hooghly .16.00 (Covered space) ~ ~ 33.00 000
Block-1 2.70 (Uncovered space) _
Block-1T 2400 (Covered spacs) 2.0 —do—
2. Behala 16.00 (Covered space) - 36.00 e
70 (Uncovered space)
00 (Covered space) 9.0 —do

e,

e 2:
. 3. Durga 20.
4. nggnz?r 20.00 (Covered space) Not revised -
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As there was no provision in the agreements with the
existing lessees of Bon-Hooghly, Behala and Durgapur Industrial

Estates for revision of rent/licence fees, the Company oould

not enforce the enhanced rates. As a result, the Company
had to forego revenue by way of rent amounting to Rs. 29.09
lakhs upto the end of March 1981 as per details below :—

"Name of the Industrial Estate Loss of
fevenue

{(Rs. in

1akhs)

1. Bor-Hooghly

_ Block-I 6.61
Block-II 1.37

2. Behaha 12.98
3. Durgapur 213
: - 29.09

A clause for recovery of rent at the rates to be revised in
future was incorporated in the lease agreements entered into from
December 1974 onwards. Despite this, no recovery of increased
rent effective from October 1978 could be made from 9 new
lessees (one each at Block I and Block II of Bon-Hooghly
Industrial Estate and 7 at Behala Industrial Estate), who took
the cccupation of sheds after December 1974. This also resulted
in loss of revenue amounting to Rs, 0.82 lakh up to the end of
March 1981. .

(2) Ouwstanding dues

Besides the lease agreements for recovery of rent, separato

_agreements for supply of electric energy to the lessees from bulk
supply -of power received by the Company from the Calcutta
Electric Supply Corporation (for Bon-Hooghly and Behala
Industrial Estates), West Bengal State Electricity Board (for
Ranaghat Industrial Estate) and Durgapur Project Limited
(for Durgapur Industrial Estate) were also executed.

S,
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As on 31st March 1981, Rs. 37.37 lakhs representing rent
(Rs. 29.37 lakhs—136 lessees) and electricity charges
(Rs. 8.00 lakhs—137 lessees) remained outstanding against
lessees of 5 Industrial Estates, out of these Rs. 9.38 lakhs and
Rs, 1.25 lakhs respectively were considered doubtful of recovery
and provided for in the accounts.

. An age-wise analysis of the outstanding rent and electricity
charges as on 31st March, 1981 and the position of the debts
in respect of which legal cases were initiated by Company are
shown in Annexure-II.

(d) Employment of displaced persons

The table below would indicate that the actual number of
displaced persons employed in the Industrial Estates was far below
the potential employment indicated in the schemes submitted by
the occupants of the sheds, for the six years ending 31st March,
1981. :

As at 31st March Employment of
displaced  persoas
(Numbers)

Potential  Actual

1976 - = 1597 01
1977 1615 408
1978 1561 395
1979 1593 429
1980 1626 436
1981 1626 436

The Management attributed (November 1981) the following
reasons for short-fall in actual employment of displaced persons
aver the potential employment : : :

“(1) The parties were not encouraged in spitc of the
incentive offered to them in the shape of rebats on
rent at 20% forcmpioyingmcrequitednumber of
displaced persons. ;

(2) The parties expressed their inability to employ tho

requnednumberofnl’sonﬂlegnmadof non-
avaihbﬂitydskiﬂedmmmgtnf&”, |



(&) Financial Results
' ‘,The following table indicates the ﬁnanctal results for 8 vears ending 31st March 1981 in respect |
‘ the 5 industrial cstat&s of the Company :— .

(Rupees in lakhs)
4 » BowHoogh]: y i Behala B Durgapur o Ra;;h;T
- Block I Block 11 Profit (+) Accumu- Profit(+) Accumu-  Profit(+) Accumu-
- {Loss(-—) lated .~ [Loss(~) lated [Loss(—)  lated .-
Profit(+) Accumu- Profit(+) Accumu- L Profitte) Profit(+) Profit(+-)
[Loss(—) lated /Loss(—) lated : /Loss(—) [Loss(=—) ' [Loss(—)
Profit( +) Profit(+) ‘
fLoss(—) /Loss(—)

(—0.63 (H)1.31 (90.29 (D169 (N4 (+)5.27 (1.7 (-)3.85 Separate
(069 (+)0.62 (0.2 (.47 (0.70 (+)4.57 (—)0.56 (—)4.41 financial
($)2.62 (+)3.24 ($)2.09 (+)3.56 (4+)3.33 (+)7.90 (+)0.37 - (—)4.04 results not

L om (H)1.27 (+K.51 (043 (+)3.13 (+)0.67 (+)8.57 (-)0.39 (—M.43 worked out.
1978 (4)0.54 (4)5.05 (—)0.03- (+)3.10 (+)0.27 (+)8.84 (—)0.78 (~)5.21 Transactions
199 ()00 ($)5.16 (102 (+)2.08 (0.4 (+)8.40 (—)0.60 (—)5.81 are included
1980 ($)0.51 (4+)5.67 ($)1.94 (4)4.02 (+)0.33 (+)8.73 (+4)0.82 (—)4.99 in the accounts

1981 (—)0.81  (4)4.86 (+)0.93 (+)4.95 (—)0.61 (+)8.12 (+)0.14 (~)4.85 of Ceramic Unit,
. . ' L Ranaghat.

‘Nore :—-Wumzho working results shown above, interest and provision for doubtful debts were not taken
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4.03 Industrial and Commercial Activities

Theé Company’s industrial and commercial activities faﬂ '
into the following 3 categories :—

" (a) Units manufacutring consumer goods.

- (b) Units manufacturing engineering goods and per-
forming structural and engineering jobs.

{¢) Units rendering serviccs.

The position in respect of capltal investment* in various
um_ts_ and their working results and present status is indicated
in Annexure III. It would be seen therefrom that at the
beginning of 1967-68, there were 22 units located in West
~ Bengal, Tripura and Madhya Pradesh, comprising 12 - units
manufacturing consumer goods, 7  units manufacturing
engineering goods and the remaining 3 units rendering various
kinds of services. Two new service units were set up in
1968-69 and one engineering umit in 1975-76. Out of these,
10 units were closed between 1967-68 and 1981-82 and onme
unit was ]y'mg idle from 1975-76-to 1977-78.

4.04 Production periornamce

Thc mstalled/attamable capacity of the different producuon
units after taking into consideration the number and capacity
of the machinery and equipment maintenance facilities available,
and various other related factors has not been fixed by the
Company. In this connection the Minisiry has stated (June

1982) as follows :—

.The Company has since worked out an exercise indi- ‘
catmg the present capacity and the capacity which would be
attained during the current financial year and the next financial

year in rccpect of its various ﬁmts

"Thc term capuai mvafed’ nsed in this as wc!l as clsewhere in this
Report represents. balanee nder the head ‘Head Office Account”in the
balance sheet of the reapacave Umta, :

8713 CAG/82 3.




‘ The table below indicates the targets of plgductlon of the umts and ach:.evements thereagamst
for the Jast 8 ycars ‘ending 31st' March, 1981 i— ’

(Rupees in lakhs)

Targets of production

Actual production

Percehtage of achievement’ . .

| 198081

83.64

‘Units  Units  Units  Total Units  Units Units  Total Units  Units  Units Total
manu-  manu-  render- manu-  manu- - render- manu- manu- render- .
factu- factu- ing factu- factu~ ing factu-  factu- ing ;
ring ring services ring ring services ring ring services
consu-  engi~ consu- - engi- consu-  engi-
mer  neering mer . neering mer neering
goods  goods goods  goods goods  goods
1M BAG BA L NA 1045 NA NAL NI 541 NA ONA NA s
1974.75 ' A ST S i g J g e
1975-76 3 ) Lm0 w 89.00 . , ol 11308
197677 Y W R es r o S " Wi e
19778 ssoo 18400  8.00 260,00 51.77 113.74 -~ 4.64 17015  76.1 . 61.8 | 58.0 5.4
o T 05 9508 0 301 8580 R0 6160 GBI 106,43 66,3 647 2035 kw1
197980 440 93.04 150 148.94 4036 S6.62  4.50 101.48 742 60.9 3000  .68.1
32,00 72.00 8.00 112,00 16.89 0.67 101.20

828 1600 ie a0

9T
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It will be seen from the data given above, that in monc of
the years the total targets of production were achieved. Shortfall
in production during the respective years (except in 1973-74 for
which information was not available) was attributed (November
1981) by the Management to the following reasons :

1974-75 :
- 1975-76 :

197677 :

1977-78 :

1978-79 :

1979-80 :

Dearth of orders and capital.

Restriction on produétion at weaving centres
to avoid stock-piling.

Outdated plant and machinery, shortagé of
working “capital, low productivity and res-
tricted production at weaving centres as per
decision of the Loard, de;mh ﬂof orders.

Lack of funds, handling facilities and matching
machines, restriction on production in weaving
Centres as per decision of the Board, dearth
of orders and load-shedding.

Food, prolonged power cut, non-availability
of materials viz. steel, leather, cement ctc., -
lack of funds and non-availability of sitc from
Eastern Coal-fields Limited for project work.

* Shortage of working capital, prolonged un- :

scheduled power cut, non-availability of raw:
materials and necessary machines, dearth of
_orders and restriction” on preduction of
Weaving Centres as per decision of the Board
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1980«81 : Paucxty of funds, dearth of orders, prolonged
~ power cut and absence of top managemeni

-4 05 Performance of the Units

A brief review on the working of some of the umts is given
below :—

(i) Leather works at Bon-Hooghly
(a) Introductton

In July 1962 the Company started a small footwear manufac-
turing unit at Taherpur to provide cmployment to displaced'
persons. However, due to non-availability of  workers af
Taherpur, the Unit swas shifted to Behala in March 1963 with
a view to getting trained workers from the trainees of - Small
Industries Service Institute and College of Leather chnnology
At Behala, the Unit provided employment to 21 displaced persons
for making shoes, sandals etc. In the meantime, it was also
decided by the Company to manufacture ammunition boots in
" its Leather Works at Behala. TIn October 1963, with a view {0
expanding the existing unit and providing more employment 0
disptaced persons, the Unit was shifted from Behala to its newly
constructed factory shed at Bon—Hooglﬂy Industrial Estate.

The Unit mostly mlnufactured footwear of various -types
manua]lv and since April 1971, was mainly producing ammunition
safety boots against orders. Plant and machinery worth Rs. 0.59
lakh were procured and the total capital investment up to 1980-81
in the Unit stood at Rs. 67.62 lakhs, represented by fixed assets
Rs. 1.87 lakhs, net current assets 6.73 lakhs and accumulated loss
Rs. 59 02 lakhs ’I’hc Umt had 101 cmpleyees as on 31st March

1981,




(b) Perfarmance

The following table mdlcatcs the performance of the Unit for_ the last 8 years ended 31st March
I981 e

RO M ORI e AN ORI S TV 0 S SO AN L T DR . o AN Yoo S PR BT 8 b S et o S o e e g o S s 5

‘ Ycar ended 3lst Malch i Number  Orders Produc- ‘Raw Wags | *Orders Claslng Loss. -
: o) ; secured  tioh at material  paid executed  stock of :
- workmen sale value consuimed (Sales) finished
) at the R : goods,
i end of i

. year

(Rupy s in Jakhs)

3.29 30 1 e 008 a0 ag

‘ 1975. B a0 v L 3 386 . 651
W L e osev ) e Tor e
o B e aa e L - A
e B e emd G s tiwa e
1079 % g dw ae Wby g
1980 29 s 196 a0 de il Rk

2.34 1.42¥ 0.95 a8 00 1.55 6.60

* Includma stock transfer for Cumpany s use.
(3

6T
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" The Unit wats inéurring hcavy losses year after year; the
cumulative loss upto 1980-81 = amounted- to Rs. 59.02 ]akifs :
representing 87 per ceat of the capital invested in the Unit

(Rs. 67.62 lakhs), As compared to production at sale value, .t‘hc
incidenee of raw materials consumed and wages paid was op
the high side. ‘ :

The poor performance of the Unit was attributed (December
1980/November 1981) by the Management mainly to :—

— paucity of funds;

— aoceptancé of orders at lower rates to avoid payment
of idle wages; - ' :

— . non-availability/dearth of raw materials of requisite
specifications; e

— increase in overhead expenses;
— unscheduled prolonged power cut;

— increase in wages as per recommendation of Central
Leather Wage Board and enhancement of dearness
allowance as per 8th Tribunal Award. -.

In ‘regard to consumption of raw materials the Management
staied (November 1981) as follows :— :

“The price of leather is very much fluctuating and there
is considerable time gap between preparation of
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estimate, submission of tenders and acceptance of
order. During this period the cost .of Leather
fluctuates highly, but the Corporation’ is compelled
to a"ccept the order for keeping the factory runming.
This may be attributed as the basic reason for dis-
proportionate cost of raw materials consumed.

The norm in respect of money value of raw
materials components to the total cost of footwear
in a small scale factory like ours (without any
automatic maéhiné) normally is 70% to 80% but
this* also highly fluctuates for reasons already stated
in the previous paragraph.”

- TFill July 1975, 28,451 pairs of old stock ef footwear valuing
Rs. 3.91 lakhs were lying in the central stores and different sales
emporia of the Company. Instructions were issued in July 1975
to dispose of all the old stock of shoes through auction or othc;i
means by 15th September 1975. 19,126 pairs (book value
Rs. 2.80 lakhs) were sold in December 1975 at a price of Rs. 0.76
jakh resuiting in & loss of Rs. 2.04 lakhs. Out of remaining
9,325 pairs of shoes, 9, 105 pairs valued at Rs. 1.09 lakhs were
- disposed of at a price of Rs. 0.90 lakh by 31st March 1981
Jeaving s balance of 220 pairs.

(c) Manpower vis-a-vis production

The table below indicates the number of workers employed
wages paid, estimated capacity of production, vis-a-vis actual



pw.imou, average wages per werkcr and average producﬁon per worker for the last 8 years
31st March 1981 ——ﬁf{ !

1973-74 7475 . 197576 1976-77 1977-78 - 1978-79. ' 1979-80 . 1980-81

umberofworkersattheend Sy W e e G
yeal e 76 g i e 79 84 8 82

- Wa _:_pmd(ns in lakhs) g% i 83U il v a0 4w AW

ated ca of roduc- e i (s Gali iy ‘ .
pakspaggry Yargen e o VI >
alirspcrd&yforZ“worhngm ; o e : :

NA.  NA 47520 Wm0 4120 41520 41s0 0 410 @
Tmal- pro‘duction (Gais) 8996 11942 22875 B ey o s s o
Average Wlsﬁ per worker." : L . o ‘. :

 per year (Rupees RSB Se W UsB  w7s. 4798 - 5238 . 588S

mproductxon POr WOrs D e TE o LR
k‘tpltyoar(purs) . v . 122 o q472 318 o886 274 | 89 69 30
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Not only was the production far below the estimated czfpacity
in all these years, there was also sharp decline in the awerage
-production per worker per year during the years 1978-79 to
1980-81 as compared to previous years: In this connection the
Management stated (November 1981) as follows i :

“As production is made against order only and receipt
of order depends on the basis of lowest quotation
it is not always possible to keep the floot busy with

- production. Execution of the order in time is not
always possible for want of requisite raw makerials,
 erratic load shedding, labour unrest efc.”

No record was maintained by the Company to show cause-wise
analysis of idle labour and magnitude of idle wages paid. .

(d) Modernisation Scheme

In July 1974, the Corporation prepared a plan for modernising
and ‘expanding the Unit at an additional investment of Rs’ 12.80
lakhs so as.to increase the annual output of the Unit to Rs. 49.00
lakhs by employing 147 additional workers. The capacity 'in
terms of pairs of shoes after expansion, was not available.

. The Bureau of Public Enterprises carried out technical and
financial appraisal of the working of this Unit and was of the
. view (July 1975) that no new investiment for this Ua# was

called for. The Bureau, however, suggested that the Company

~ should enter into an agreement with Tannery and Footwear
Corporation of India Limited (TAFCO) to give it a status of
ancillary to TAFCO or it should procure orders from army, steel
plants, mines etc., jointly with TAFCO. No action in this regard
had been taken (November 1981). The Ministry stated (Junc
1982) that sufficient orders have since been obtained for supply
of boots to Defence authorities and Coal mines efc. :
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(e) Cost of Production

Antexure IV indicates the cost of production per pair of
shoes vis-a-vis sale price against the ordered quantities for the
last © years ending on 31st March 1981. Tt will be seen thers-
from thai barring a few cases, the cost of production (excluding
administrative overheads) per pair was higher than the sale price
in all the years. : g e

In the following cases it was noticed that the cost of material
consumed alone was higher than sale price of the products.

- Sl JobNo. Description . Mateﬁals Sale

No. - consumed value
(Rs)  (Rs)

1. 1AR/73-74 - A. Boot . 3.299 1373
2. 2AB/T3-74 ~ A.Boot - 55975 47906
3. sCom Black Derby . 5791 © 4265
4. 1015475 Ladics Sandal k 2,188 {498
5 s Ladies Sandal 3,551 i
6. TAB/4T5 A. Boot BS.P. : 184,601  1,58,501
7. 3AB/75-76 A. Boot F.C.I. 19030 16737
8. ICT57% Ankle Boot - - 14737 13580
9. 6C/71576 Kapli 3748 - 3314
10. 3C775-76 Kabli 1.445 1,148

11. 2077677 Oxford shoe W.B,P. 18,529 14,780

1n this connection, the Management stated (November 1981)
as follows :— B .= L

~ -"In some cases orders were accepted at a lower rate not only
) to avoid payment of idle wages but to have entry
in other firms as approved supplier and to eliminate

other un-favourable conditions for execution of the

> ' ; 3 e
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" (i1} Frult Canning Units o N
(2) Agartala Unit : :

(i) Perfermance

In May 1963, the Company took over the two [ruit canning
Units at Agartala belonging to the then Tripura Administration.
The Units were taken over on agency basis initially for one year
with the stipulation that if these centres could be run profitably,
the Company could take them over permanently after appropriaté

valuation of their assets. The units remained under the manage-
ment of the Company till December 1969.

In 1963-64, the Company had also set up anether fruit
- canning unit at Bon-Hooghly, Calcutta for canning of fruit jams,
jellies, juices, sauces etc. to cater to the domestic market. Besides
this, the unit also produced pineapple slices in syrup and mango
juicc for export against specific orders. In view of the
unecosomic runping of the unit at Agartala, especially when
another unit had also been set up at Bon-Hooghly, the Company
decided (August 1969) to hand over the unit at Agartala back -
to, Tripura Government. Accordingly, the unit was handed over
to the Tripura Government (December 1969). On the closure
of Agartala Unit in December 1969 the stocks of finished products
worth Rs. 7.08 lakhs were transferred to Bon-Hooghly Central

Stores at a cost of Rs. 0.11 lakh.

Thie total Joss incurred in running the units at Agartala uplo
December 1969 amounted to Rs. 8.26 lakhs. The loss suffercd
during 1968-69 and 1969-70 alone amounted to Rs. 1.78 lakhs
and Rs. 6.35 lakhs respectively. The Management attributed

{August 1969), inter alia, the following reasons for uneconomic - -

running of the Agartala unit :—

(i) The unit processed only pineapples, the season of
which lasted only for about three months in a year.
The unit, thus, remained idle for nine months in a .
year, i e s o ca
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=(it) Heavy transport charges 'Were; ini]olVéd in carrying
the finished products for marketing from Agartala.

(iii) Difficulties in supervising the working of the unit
from Calcutta. :

- The Management further stated (December- 1980) that
devaluation of old stock and writing off of old and damaged stock
were the main reasons for the heavy losses sustained dunng the
years 1968-69 and 1969-70. :

In this connection the following points also deserve
mention :— - ‘ L

(i) The units were taken over initially for one year with
the stipulation that they would be  taken over’
permanently only if they could be run profitably.
Although the units incurred loss year after year, their
management remained with the Company for more
than six years, :

(ii) Although the units were taken over on agency basis,
- the entire loss of Rs. 8.26 lakhs incurred in their
rumning till December 1969 has ‘been borne by the
Company. - : .

The Management stated (Scptembcr 1982) as foliow:

-

- “The Unit was taken over on Agency basis on th" bas;s
of a simple agreement between the = Chief
Administrator of Tripura and the Managing Director
of RIC. No formal written agreement is avmhhlc
with us. The reasons for Iosscs bome by RIC are
not avzﬂable o ;

; (ﬂ) Loss due to danmgz mmd by laasg 3ttarage of canned
frun (Agartala Unit) o
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The producﬁon, disposal and closing stock of fruit products
for the three years ending 31st March 1970 (in respect of pro-
duction up to December 1969) are indicated below :—

(Figures in cans)

Year o Opening  Produc- DiSposél Closing
: stock tion stock
1967-68 1,64,765 206014 1,30,563 240216
1968-69 ' - 240,216  2,66,097F 1,79,468 3,26.845 .

1969-70 : - 3.26,845 1,92,523A +2,53,035 2,66,335

As stated earlier, the value of the closing stock as on 3lst
December 1969 was Rs. 7.08 lahks. Most of these products
were very old and had deteriorated in quality. In August 1970,
on segregation, fruit goods valuing Rs. 2.22 lakhs were declared .
damaged and written off (1969-70). Stock worth Rs. 3.30
lakhs was disposed of, the remaining stock worth Rs. 1.17 lakhs
and Rs. 0.39 lakh was declared damaged and written off during
1973-74 and 1975-76 respectively. : :

Thus. out of the total stock of Rs. 7.08 lakhs as on 3Ist
December 1969, the stock worth Rs. 3.78 lakhs- had to be
written off, resulting in a loss of Rs. 3.89 lakhs (including trans-
portation charge of Rs. 0.11 lakh). :

(b) Bon-Hooghly Unit
(1) Performance

 The Unit had began with canning of fruits, but subsequently -

from October 1977 it also undcﬂwkpmet\’mof vegetables




38

against orders. The table below indicates production, sales and
working results of the Unit for the 8 years ending 31st March
1981 :(—

Year Number Budgetted Actual _ Sales Lms Cumula- :

of em- produc- produc- tive

ployees tion tion Loss

at the .

end of Rs. in Rs. in Rs. in Rs . in’ Rs.in -

theyear  lakhs lakhs lekhs  lakhs  lakhs
1973-7 NA. 2.0 2 17 0.83 3.38 17.68
197475 - NA. 11.29 §.25 6.79 0.20 17.88
1975-76 SRS 24.41 16.74 16.96 2.01 19.89
1976-77 63 28.00 2249 17.78 0.36 20.25
1977-78 69 33.00 22.36 15.49 478 25.03
1978-79 69 1436 11.17 10.47 s a9 3037
1979-80 93 14.00 4> i1 8.76  39.08
1980-81 91  15.00 311 392 012 - 4R 900

- Losses incurred during 1973-74 to 1980-81 include write off
of damaged stock valued at Rs. 4.70 lakhs spoxl..d due to long

storage. .

Shortfall in actual production/heavy losses sustainéd by the
Unit were ascribed (November 1981) by the Management to the
following reasons :—

—  Dearth of orders.

— Continuous rise in pricc:s of raw materials and- their
non-availability in time.

— Competitive rates of finished products and acceptance
of orders at the lower rate to avoid payment of idle

wages.
— Pmty of hmds.
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— Increase in overhead ecxpenses and direct* labour

cost.

— Microbial spoilage of perishable raw materisis due

(2) Pricing Policy and Sales Managenvent

to acute power cut.

Sclling prices of fruit products are fixed on the basis of
market prices, competitive tenders and negotiations with the parties .
concerned. In the case of exports, prices are fixed after
-negotiations with the State’ Trading Corporation of India Limited
and foreign buyers. Besides direct sales to parties and exports,
the products of the Unit are also sold through various sales
emporia/counters of the Company. The break up of domestic
sales and exports during the last 8 ycars upfo the end of 1980-81
is given below :— ;

Year

1973-74
1974-75

1975-76

197677
1977-78
1978-79
1579-30
1986-81

(Rupees 1a lakhs)

Saleo _ Export subsidy
Domestic E.xport Total Cash Draw-  BExport
sales assis- back ~ rebate
it ;
0.85 Nil 0.85 Nil Nil Nil
1.79 5.00 6.79 Nil 0.60 0.5t
1.30 15.66 1696 - 235 2.20 0.15
106 164 1B 3.1 268 om
6.31 918 1549 T8 s Nil
5.16 531 1047 0.75 0.74 Nit
1118 Nk M8 Nl - N Nil .
xR Wt W NE o oma

In 1977 the Cmany aported 6500 cartons (mh carton
cmmﬁug%mcf!SOmeach)oipm»eppkshmm -
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3 pam!:s of Yugoslavia on FOB basis against letter .of credit
opened by the parties a8 per details below :—

Name of Party

= e Qu.anuty Sale
; (Cartons) prce
upees
in lakhs}
A ‘ ' 4,000 311
Ly = o 1,000 1.03
€ : 1500 15T

All thc 3 parties informed the Compzny in chcmber 1977
that the cans containing the pine-apple slices had metals not
conforming to the specifications as stipulated in the contracts
and that the pine-apple slices had developed orgaroleptic
character with too much corrosion on the cans, rendering the
 _ fruit slices unfit for human consumption. The buyers also could
‘not obtain the permission of Yugoslav authority for clearance
of the goods even for industrial use and demanded refund of the
full price paid by them. The Company brought back some
samples of the goods for analysis. The analysis reports of some
of the samples of the goods which had been brought back by the
Company for analysis also indicated that the pinc-apple slices
‘had developed organoleptic character having metallic taste and
flavour with high percentage of tin content. After protracted
correspondence and negotiations, Party B and Party C agreed to
settle the disputes on payment of Rs. 0.48 lakh and Rs. 0.70 lakh
to the parties respectively by the Company. Party A, did not-
agree to any settlement and preferred an arbitration proceeding
(Juns 1978) as per provision of the contract before the Foreign
Trade Arbitration, Federal Chamber of Commerce, Belgrade.
The Ministry stated (June 1982) that the Arbitration Court has
beld its first hearing in February 1982.

=3) Manpmm Utilisatwn

'Ihedz&agwminthcfoﬂmngtahlewouwmtethﬂt
theunetewulemhminthcgvm%mﬁanizw«a&‘




pl'dductwn per worker from year to year durmg thc 8 years endmg 3lst March 1981,

1973-/74

umbc;x of warkers at the cnd

vmga ‘wages pcr workcr

Av"mgw Qgroducum per wor- ;

)

o4
¢ 6516‘

1
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The Management stated (November 1981) that as the pro-
duction was mainly made against orders secured by offering
competitive rates, it was not always possible to keep the floot
busy with production and to achieve uniformity in average pro-
duction per worker from year to year.

(iii) Ceramic Unit at Ranaghat _

: The Company set up in 1968-69 a ceramic factory at
Ranaghat at # cost of Rs. 2.31 lakhs for production and supply
of processed clay and glaze and for providing firing facilities to
the small scale pottery units run by the refugees, and entered
into agreements with eight private ancillary units (5 in July 1969
and 3 in October 1971) for providing supplies and services of
the following terms and conditions :— : o

(a) Supply of about 5 tonnes of processed clay per onit
per month @ Rs. 350 per tonne. ‘

(b) Firing facilities @ Rs. 400 per tonne of green
articles.

(¢) Supply of glaze @ Rs. 150 per tonne.

(d) The units should use the covered shed ’providéd by
" the Company at a licence fee of Rs. 150 per month.

The ancillary units had not lifted the processed clay regularly,
andhadakodefanltedinthecleamnoeqftheirdues. Due to
these reasons and some tec ical and labour problems with the
Company, the factory was incurring Josses which had accumulated
to Rs. 3.12 lakhs till 31st March 1973. The Company there-

fore, decided (November 1973) to close down the factory. As
outstanding from the various

an zmount of Rs. 0.60 lakh was )
puﬁmandsomequanﬁﬁesofmwmaterialsandproeemjd
goods were Iying unutilised at the ceramic factory, the Company
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decided (February 1974) to allow the ancillary units to lift these
materials and utilise Company’s machinery, on cash payment
basis for 6 months which was extended subsequently up to -

Jaouary 1976.

Though as per agreement with the ancillary units, services
-and supplies were to be rendered/made, on cash payment basis,
the units were, however, allowed credit facilities. An amount of
Rs. 0.74 lakh (including rent of Rs. 0.33 lakh for covered sheds)
outstanding against the various parties upto the end of March
1978 could not be recovered and ultimatcly was classified as
doubttul of recovery and provided for in the accounts. Besides,
the Company also could not recover rent for open land measuring
500 sq. ft. on either side of the sheds allotted to 5 units, as the
same had not been fixed (November 1981) in terms of the pro-
visions of the agreement entered into with these parties in July
1969 and October 1971.

The ceramic factory remained idle from 1975-76 onwards.
The Company, however, incurred an expenditure of Rs. 3.25
lakhs of salaries and aJowances of the security staff from
1975-76 to 1980-81.

The accumulated losses of the Unit amounted to Rs. 8.16
lakhs upto 31st March 1981. In November 1981, the
Government of India (Ministry of Supply and Rehabilitation)
mtomiedtheCompanyofxtsdecmon to close down this Unit
and dispose of the assets.

The Ministry of Supply & Rehabilitation (Department of
Rehabilitation) stated (June 1982) that a valuer has since been
appointed to assess the actual value of the plant and machinery
including buildings of the ceramic factory and that the matter
was being pursued in the Department with the Corporation
for expeditious disposal of the assets of the Factory.
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(iv) Casi Iron Foundry at Durgapur

@ Introduction

-

" In September 1962 the Board of the Company approved \
setting up of a Cast Iron Foundry at Durgapur Industrial Estate
at an estimated cost of Rs. 3.51 lakhs for manufacture of
graded C.I. castings required for machine building industry.
The scheme envisaged 2 net profit of Rs. 5,374 per month
-against a monthly turnover of Rs, 0.55 Jakh with an employ-
ment potential of 68 persons.

~ The unit was set up in 1964-65, more or less on the lines
of the original project report approved by the Board. The
‘investment in fixed assets (gross block) on the foundry as on
31st March 1965 stood at Rs. 2.57 lakhs, The project report
-envisaged manufacture of graded iron castings of 50 tons per
‘month. It was, however, subsequently noticed (February 1964)
that the project was not properly planned and the layout of the
foundry had the followmg defects :— —

() The entirc floor of the unit was ccmc.ntcd and
- unfit for casting operation. S

(i) The cupola top was much below the foundry shed
~aad dangerously adjacent to the main sbed

(iii) The cupola platfarm was an oddﬂzed onc and the
working space of the platform was quite madequatz ;
e for large scale chargmg

(iv) Thcre ‘was no provision of pattem shop, core roont,
fettling or finishing room. machive shop, stome fm'
ﬁms!;ed cestmg md mrm
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Accordingly, a revised project report involving a toial
estimated cost of Rs. 11.10 lakhs (including Rs. 3.51 Iakhs
sanctioned earlier) was ‘submitted to the Board of Directors in
February 1964. There was no further development in  this
respect. ‘The Board in its mecting held in May 1966, however,
approved an expenditure of Rs. 0.45 lakh for setting up of 3
machine shop (Rs. 0.40 lakh) and extension of the height of
the cupola and extension-of cupola platform (Rs. 0.05 lakh).

A programme for increasing the annual capacity of the
foundry from the existing capacity to about 1500 tonnes with
an increase in employees strength by 47 persons with a capital
investment of Rs. 14.20 lakhs (plant and equipment Rs. 11.60
" lakhs and structurals Rs. 2.60 Jakhs) was prepared in June 1973

to enable the unit to atiain the break-even point. The Bureau
of Public Enterprises who examined the expansion programme
 in July 1975 recommended capital investment of Rs. 7.00 takhs
_to.reach the annual capacity of 1000 tonnes. Tlhe investmeat
was approved (October 1975) by the Board of Directors of the
Company. However, owing to non-availability of funds from
the Government, the Company could purchase machinery sworth
Rs. 1.12 lakhs only during 1976-77 to 1978-79, which has
~been lying idle since acquisition for want of balancing facilities
(November 1981). = . -

{(b) Performance - - -

" The table below would indicate that while the production
in the unit was far below the targets fixed, the average wages
per worker were shownig ao increasing trend ; the unit was



incurring losses and the accumulated loss

v

worked out to ‘Rs. 46.33 lakhs upto 31-3-1981.

7

o Number Target 'Actual  Average Average Profit(+) Acciimue
i of wor-  of pro- produc-  wages produc-  Loss(—) lated loss
: * kers at duction  tion T wor-  tion per  (Rs. in Rs. in
. theend  (Tonmes) (Tonnes) ker per  worker lakhs) lakhs)
e of the i - year (Rs.) per year :
. . year . (Tonnes)
1y 2 L 5 Al 8
o 176.50 175.00 2681 2.43 (=-)2.07 11.43
m v oasiane s 2035 gbe iy (104
93 60000 127000 63 290 W 12.01
% 960.00  260.00 4452 280 (—428 1629 &
92 960,00  171.00 . 4685 186, (120 19.49
' 86 960.00 161,00 5105 187 (739 . 26.88.
: 86 960.00  193.00 6640 224  (—)9.47  36.35%
83

NA.  202.00 7723 243 (—)9.98 46,33




47

- The main reasons for short-fall in production were atiributed

(November 1981) by the Management to paucity of funds,
deasth of orders, absence of crane facility and labour unrest
The increasing losses Were attributed (November 1981) to the
dearth of orders, increase in overhead expenses and payment

tor ke labour hours.

{v) Handloom Units

(a) Introduction

in order to relieve acute unemployment and distress of
displaced persons by speedily setting up industries in  places
where there was heayy concentration of such persons, the
Company tcok over between May 1962 and September 1962
trom the Government of West Bengal five handlcom centres
(at Taherpyr, Habra, Khosbasmaha'la®, Gayeshpur and
Chakdz*) which were being run as training-cum-production
centres. These centres wére taken over with all their assets
free of charge. The Board of Directors of the Company
decided (September 1962) that the centres should be run by the
Company for the time being with the ultimate object of handing
them over to Co-operative Societies to be formed by the workers
and a time limit of 5 years wWas fixed for effecting such transfer.
The Company has, however, not been able to implement - this
decision owing to agitation launched by the workers and staff

of the handloom units against such a transfer.

_'The units continued to incur heavy losses which amounted
to Rs. 15.33 lakhs up to the end of 1968-69 even after
expansion from time to time. In the Annual Reports of the

-

* Thess two units were merged into one in 1963-64.
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Company for the years 1968-69 and 197172, losses were
_ attributed to the following factors :—

— Running of the handloom units as factories under
the provisions of the Factorics Act entailing various
benefits to employees viz., provxdent fund, mater-
mty benefits, bonus, Ieave, etc,

- — Non-entitlement to sub51dy cn;oyed by the hand-
loom units run on co-operative basis.

— Continuance of productlon in order to prowdc
- employment to the workers despite sa]cs not keeping
pace with production. _

In view of haavy losses incurred by the Units, the Company .
requested the Government of West Bengal for taking back the
textile units but the latter expressed its inability to take them
back as in its prmon these centres could not be run commer-
: c1ally :

The Committee set up in February 1974 by Govetnncnt
of India (Department of Rehabxhtatxon) to examine the workin
of the Company with a view to devising an appropriate line
of action to tackle the problem of running the Units economi-
cally, in its report (November 1974) while recommending
various measares/alternatives, suggested that if  transfer of

_the. handlooms- to individual workers free of cost with guaran-
teed working capital, raw materials and sals of fnished produets
- was not found feasible, possibility of ‘handing over the eentres
to co-operative societies organised by the workers should be
considered. In Angust 1975 the Management decided that
continued efforts should be made to enthuse the workers of M
bandioom units to form oo-operanvcs -

In 1977-78 a Comxmttee of the Bureau of Pubhc Baterpnses ‘
condmcted a smdy to examme thc vxabihty of the pa'oductm
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centres. The Committee in its report (February 1979) observed
as follows :— :
“The Handloom Units are non-viable. These four units
put together employ about 1020 people out of a total
RIC employee strength of about 2600, .. Ther
‘Committee . . . .fecls that these unifs can not pérhaps
be closed down since they are serving the overall
employment objectives of the Government. Accord-
ing to the present ! Government policy Coqperatxves
and individuals are encouraged to operate Landloon
units. The Committee, therefore, feels that it would
be advisable not to let these units continue as pari
of a Public Sector Company. . ... The only way io
continue these units is to let them be formed inio
Co-operative Socicties after giving appropriate

”

beneﬁtstotheexistingworkers.... :

The losses incurred by these units up to March 1981

amonnted to Rs. 352.62 lakhs as against the capital investment
of Rs. 351.62 l‘,akhsvin these units. :

; In November 1981 the Government of India (Mimstry of
Supply and Rehabilitation) intimated the following decision to
the Company :— -

“The four handloom units should be continued on & triai
basis only for 2 more years, 1981-82 and 1982-83,
and their performance closely watched. The hand-

Joom production should be- diversified to  improve:

 camings and attempts should also be made o form
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workcn into Co-operatives who can take over the
handloom sections progressively.” :

(b) Production and Sales Performance

o

From the date given in the following table it ‘will be seen
that the Company was generally not able to achieve the targets
of production and sales durmg the last eight years ending 31st

March 1981
{Rupecs in lakhs)
Year Target of Actual Percentage of achie-
: : vement
s
Produc- Sales  Produc- Sales  Produc-  Sales
tion tion tion
Rs.. Rs. Rs. Rs.

197374 3500 - 4300 2795310 PO

197475 - 3458 27.00 2104 2520 60.84 - 93.33

91576 4680 = less  iesk 63w - WM

-
197677 Notfixed 49.80 224  43.43 =
. BN M® M T4 BOu Sio BN

197879 1000 . 9.20 9.8 1398  98.40 15196
990 mA MA L B B340 o .

198081 Notfixed ~ 28.00 424 1298 L M

. ~é’x;z_4.t‘amhsinrcmhsﬁk.mupségmkmcwonmmﬂ-
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Paucity of funds, non-availability of raw = materials, load
shedding, absence of firm orders and restriction imposed on
production to avoid accumulation of stock were attributed
(November 1981) by the Management as the reasons for shortfall
in production over the targets. :

Products of the handloom units were sold mainly through
registered dealers and through the Company’s show rooms/shops
against orders of Government and other institutions. In order
to push up sale of handloom products, the Company had
appointed (1966) three dealers in Calcutta as agents for salke
through their show rooms/shops on a flat discount of 123%
and 30 days credit. Accordingly, handloom products . worth
Rs. 2.49 lakhs were delivered to these three dealers during the
years 1966 to 1968. The Company, however, could not
recover the dues in full and an amount of Rs. 1.22 lakhs remain-
ed outstanding against the pariies upto 31st March 1981.
Rs. 0.89 lakh outstanding against one of the parties has been
classified as doubtful of recovery. The other two dealers had
agreed to pay the dues in instalments.

Due to very slow movement of finished products, there was
heavy sccumulation of stock with the Company. In 1971-72,
the Company disposed of non-moving handloom products worth
Rs. 7.20 lakhs at a rebate of 45 per cent. Out of the closing
siock of finished goods worth Rs. 14.10 lahks as on 31st March
1981, stock valued at Rs. 1.12 lakhs was non-moving. The
accumulation of closing stock was attributed (November 1981)
by the Management mainly to high price of Company’s goods,
obsolete and back dated designs and absence of sufficient sale
outlets eic. ’

w

{c) Utilisation of Manpower and Machinery

It would be seen from the data given below that the total
production and the productivity per worker sharply declined in



98041 as co;npqrbd}o carlier years except in 1976-77 when it was also very low :—
. 197374 197475 197576 197677 197778 1978-79 - 197980  1980-81
L T 3 4 5 6 7 3
‘ NM&&N&@WW- il ; ; ; ¥
- ed at the end of the year S 90 960 . 956 91 939 857 839
Wages paid (Rs. in Iakhs) 1530 2167 2608 2580 U0 2595 2785 30.09
Tol production (Rs. in _ © * i
§ R fs 2175 2104 16.98 o BRI B R 4.24
Average wags worker i " : !
wyb: (n.s? . , S LT 2251 2T 2699 2549 242 3250 3sss 1Y
‘Average production per wor- : : g
 ker per yeaz (Rs.) 2897 2,187 1,769 234 743 1,048 1,617 505
6. Number of looms installed 707 707 707 707 707 707 707 695
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In this connsction the following features also deserve
mention i—
® Zjiorins of production’wér-: fixed by the Company
only in Szptember 1979. -

(it) No works study has been done to assess the require-
ment of labour. : =

* (iii) No record was maintained to show cause-wxsc analysis
of idie: time of labour as well as of looms. .

In regard to the norms of production the Management stated

~ {February 1980) that the attempt of the Company to fix norms of

- _production in 1973-74 proved abortive as thc worke:s dechned
to abide by the same :

"vJ

il Silk
_ {a) Imroduction

 The Company took over the Malda Silk Unit from the
Government of West Bengal in 1962 for a period of two years
on an experimental basis. Although the Unit could not be run
profitably, it continued to remain with the Company The Unit
provided employment to 105 dxspiaced persons as on 31§t .
March 1981 ~ 5
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The table below indicates that producuon and sales targets could not be echxeved na number
_of years during 1973-74 to 1980-81:

(Rupees in lakhs)

- Year Production Sales Raw Closing  Closing  Closing  Closing Loss
o s ' materials stock of = stock of stock of stock of
Target Actual  Target Actual  consumed finished  materials finished  raw mat-'
; : ; » goods goods in  erials in
terms of  terms of
number  number
of months’ of months’

sales conSump-
: tion

, Rs. Rs. Res Ry Rs. Rs. Rs. Rs. %
R 2 3 4 5 B 8 9 . 10 11
1973-74 6.00 4.32 6.00 7.64 2.95 1.63 2.41 2.6 9.8 0720
1974-75 8.48 9.67 3.24 5.96 6.60 3.28 2.75 6.5 5.0 2.96
197576 Not fixed 8.89 Notfixed 12.28 472 3.67 1.89 3.6 4.8 2.70
197677 -do- 3.6 dow 996 2.04 2.23 1.52 i1 8.9 172
19778 500 em %0 RN a0 3w N 5.8 7.7 T80
197819 7.00 12 sw. 2n s 1.32 1.78 5.6 14.1 4.41
© 1979-80 NN 612 | NA 4.36 4“2 2.30 0.52 6.3 1.5 3.64

1980-81 OR300 e00 RN M 1m 038 16 Sar s e
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- The Management stated (November 1981) that paucity of
funds, non-availability of raw materials, load shedding, absence
of firm orders and restrictions imposed on production (o avoid
accumulation of stock, were the main reasons for shortfall in

production and sales over the targets.

In February 1977, the Company set up a Committee, inter
dlia, to ascertain the reasons for ‘accumulation of yarn and to

segregate the unserviceable yarn, According to the Committee’s
report of February 1978, silk yarn worth Rs. 1.24 lakhs was lying
unused from 1965-66 to 1974-75. ' Out of this, yarm worth
Rs. 0.68 lakh was not usable with the /exis;ing set-up of the
Malda Silk Unit consequent upon stoppage of production of
‘garad’ in November 1975 and the balance yarn worth Rs. 0.56
lakh was unserviceable. The cntix;e stock of old silk yam was

disposed of at a loss of Rs. 0.39 lakh.

As against the capital investment of Rs. 36.65 lakhs in the
Unit, the accumulated losses upto March 1981 aggregated to

Rs. 30.68 lakhs.
(c) Utilisation of Labour and Ma:hirl'ary

The table below indicates the pumber of workers, Wwages
pud,,average pmductxonIWages per worker and number oﬂooms



: 3
‘installed etc. for the last 3 years endmg 31st Mach

1981 :—
Y;! Number Wages  Average Average Number
v‘:gt;:rkers fﬁ?in g;%d pu:; :e‘;s:;‘or- l:fom
lakhs) worker  ker per  installed
Ry T®e)
1973-74 % am 4 U i
197475 N 1y 0287 e T
191576 B 1% ww - Vs %
197677 e oaw e ws W
1977-78 2o %6 TH o S - 38 i
197879 : $ 24 M. me B
197980 = e )
198081 80 2.82 3300 5B ot

No records were mamtamed by the Company to show the
X cam&wxsean‘a!ysxsofxdleumuof}abourandlooms -

V1. Wood Works Unit at Rupra'aympw

: -

A wood works unit was et up by the Company at Rupnara
yanpur at a cost of Rs. 2.77 lakhs for manufacture of cable
drum flanges required by the Hindustan Cables Limited (HCL),
Rupnarayanpur. The unit started production in 1964-65 and
provided employment to 40 displaced persons. The unit was
set up after discussions with HCL and since both the HCL and
the Company were under the control of the same Ministry, the
- wood works was considered as an ancillary industry to HCL.
"I’hePro;cctReportofthewoodworkswasalsodrawnupin
consultation with HCL. The pricing policy in respect of the
sale of products to HCL, however, remained unsettled.
pr&!clpleofoostpiuswpercempmﬁtsuggestedbymecumpmy
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was not acceptable to HCL. The latter agresd to pay only
market price for the products and did not allow any price
preference to the Company. To keep the factory running, the
Company was accepting orders from HCL at prices fixed on
the basis of lowast tender received by HCL for such supplies.
Details of the volume of production and the cost of production
indicating various elements of cost and sale price there against
were not furnished to Audit.

As ihe HCL had neither agreed to the Company’s proposal
for price preference nor to any kind of negotiated price and
insisted on the principle of lowest tender only, the unit was
incurring losses year after year, owing to the cost of production
being much higher than the seiling price. The total loss upto-
1967-68 amounted to Rs. 2.59 lakhs. In view of losses, the
unit was closed down in July 1968 and the staff of the unit was

absorbed in other units of the Company.

The plant and machinery worth Rs. 0.26 lakh (book value
as on 31 31st March 1968) was transferred to wood works unit
of the Company at Bon-Hooghly in 1969-70 but has been lying
idle there since then. The remaining assets (land, building and
electrical installation) worth- Rs. 2.25 lakhs (book value as on
31st March 1968) also remained idle till July 1976 when these
were let out to M/s. Rupnarayanpur Metal and Wire Industrics
on a monthly rental of Rs. 2,000 for a period of 3 years which

cxplred in June 1979.

The Management stated (November 1981) that a proposal
for disposal of the assets to M/s. Rupnarayanpur ‘Metal and Wire

Ind?s was under finalisation. The firm, however,
ed to pay rent @ Rs. 2,000 per month.

5 Inventorv Cantrol

'I'thompanyhasnotﬁeéthemaxunnmmdmmmumﬁmm
of sfores and spares. The table below indicates the comparative

-pomdmemmmhoxdingmammpﬁ‘mofmw;f :

s/ 13 CAG/ 82—5.



materialé and spare parts etc. for the 8 years ending 31st March 1981 :— ! : o

(Rupees in lakhs)

197374 1974-75 197576 197677 - 1977-78  1978-19  1979-80 1980-81

A. Closing stock of

o - (i) Raw materials 26.43 25.72 20,20 19,63 26.68 2221 19.74 31.88*
(i) Stores & Spares inclu- i ; ; s

ding loose tools 2 2.12 2.68 2:06:. 1.47 1:99 1.76 2.34

| (iii) Worksin-progress 4.11 9.78 20.53 S4.66: " 125,78 114,39 9.41 12.56

50,43 . §3.88 54.89 139.38 40.65 43.25 A1.68: .50.52%¢"

~Liv) Finished stock

; 83.09 91.50 98.30  115.73 194,58 81.84 72.49 97.30
B Consumpuon of e 4
(i) Raw materials 31.91 41.98 50.66 68.99 ' 49.00 40.97 47.86 42.67 ':‘..f'
(i:) Stores & Spares includ- : ) .
.,  ingloosetools = - 2.68 204 0 Si14 3,96/ 219010008 2.2 2,84
€. Sale of finished goods Wil e st o098 66 T2 8850 ¢ 6510 5568
 D.Closing stock - in_terms of ! : . Y
v”:montha' consumption i~ i ¢
. (i) Raw materials 9.94 43S 4.78 3.41 e gl 6.50 4.95 " .1 8.97
L) Stores & Spares inclu- : : : 4
' ding loose tools 9.49 8.65 6.26 6.24 6.08 8.09 7.6 9.89
R C’tmmﬁ Stock of finished o ;
., goods in ferms of number of ; i j ) :
| months" sale 8.63  10.06 8.05 3.93 7.31 8.87 7,66 10.89.

"'* This includes damaged and noneraoving stock worth Rs. 1.97 lakhs.
* This mdudu d&mazed awd non-moving stock worth Rs 2.04 lakhs
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The stocks of finished goods varied from 7.3 to 10.89 menths’
sales during the last four years ending 31st March 1981.

The Management stated (Januaiy 1981 /November 1981)
that attempts were being made to utilise the damaged and non- -
" moving yarn for production of Khesh, napkin etc. and for disposal
‘of finished goods through sales emporia by giving rebate and
through auction. g

6. Sales performance

Sales of the products of the Company are efiected through
the Commercial Department at the Head Office under the charge
of a Commercial Manager. Retail sales of various consumer
products are made through different sales emporia/counters while
bulk sales are effected directly through Central Stores, Bon-
Hooghly against quotations/tenders or negotiation. Besides salc -
of finished products, the Company is also rendering services to
the. various consumers against service charges.
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The percentage of actual sales against budgetted sales was
very low during 1975-76 to 1977-78.

The Management stated (November 1981) that the
Company continued its production ainly against
firm orders and, therefore, shortfall in orders and
non-production thereof were the main reasons for
non-achievement of sales targets.

7. Eeonomic viability of Company’s Operations

In view of heavy losses incurred by the Company since its
inception in 1959, a number of Committees were set up by.
Goverrment from time to time to undertake detailed technical
and financial appraisals of the working of various units of the
‘Company so s to identify the factors responsible for continued
Josses and to suggest means for placing the Company on sound
economic footing. The main findings of these Committees were
as follows :— :

(i) The handloom units which accounted for bulk of
the losses and employed the maximum number of
~ persons, should be converted into co-operatives of
the workers. : :

_(ii) Ownership of industrial sheds should be passed on
to Industrialists on hire-purchase basis with a stipula-
tion for employment of displaced persons for a
period of 5 years. : :

(iii) Arrears of rent from igdustrial estates should be
collected and responsibility for payment of electricity
charges passed on to the lessee industrialists.

(iv) The incidence of administrative overheads of units
- was disproportionate and there should be dispersal -
qf‘headoﬁccstaﬁtdtheunits. -
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(v) A detailed technical and financial appraisal of each
unit should be undertaken by an expert body liké
Bureau ‘of Public Enterprises so as to facﬂltate thc e
nmmng of units on efficient lines.

The working of the Company was also considered by the
Committee of Secretaries to the Government of India in July
1976. This Committee had recommended that the Government
of West Bengal should be persuaded to take over the Company
or the workers of the Handloom units should be persuaded to
form themselves into Co-operatives and if the workers refused
to form Co-operatives, steps should be taken to close down the
units. While the Government of West Bengal did rot agree to
take over the Company or the Handloom Units, the workers
were not inclined to form themselves into a co-operative society.

-

The Bureau of Public Enterprises considered (February 1979)
all the four Handloom Units, Leather Unit, Sukumar
Engincering Works, Sheet Metal Unit and Cast Iron Foundry
as non-viable. In regard to Malda Silk Unit, Powerloom Units,
Garment Units, Textile processing Unit, Tent making Unit and

. Fruit Canning Unit, it was suggested that these could be made
viable by fixing productivity norms, repairs, renovation of
machines, provision of adequate workmg capital, strengthcmng
of sales activities etc. -

In November 1979 the Board of Directors decided to close
down the four Handloom Units by January 1980 as well as the
two defunct units, namely, the Electrical. Ancillary Unjt and
Cerzmic Unit at Ramaghat, by giving retrenchment benefits to
the workers as admissible under the law.

in view of stiff opposmon from the labour unicns as well as
from the Government of West Bengal, the proposed re-organisation
- cosid not, bcwever, be effected. The matter was also discussed
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(12th. February 1980) at the ministerial level with the represen-
tatives of the Unions and the State Government. As a result of
discussions, a seven man committee, consisting of three
representatives of the trade unions, three representatives of the
Government of India and one representative of the Government
of West Bengal, was set up in March 1980 to ga into the entire
question of making the Company a viable undertaking as a
whole. The members of the Committee gave divergent
recommendations in July 1980. The main recommendations of
the rtepresentatives of the Government of India were as
follows :—

. (i) The handloom units should be given over to the
; workers themselves for running as cottage industries.
* Staff and workers of these units may be given terminal

 benefits a admissible under the Taw.

v (ii) The powerloom co-operatives and textile processing
= unit should be transferred to the National Textile
Corporation alongwith the staff. - Such of the workers,
as are not taken by the National Textile Corporation,

should be paid terminal benefits. In case these units.

i ' are not taken over by the National Textile
$ o Corporation, staff and workers may be paid retrench
ment benefits and assets disposed of. .

(i) As the efforts made to revive the Electrical Ancillary

Unit and Ceramic factory have not borne fruit and

e these have been lying defunct for the last five to

i seven years, these may be deemed to be closed down
and their assets disposed of.

(iv) In respect of project activity (coastruction and
fabrication work), the Company should mot accept
any such works in future and should identify the

e

_ projects in hand which can be completed within 3. -

%
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reasonable time (six months) and should withdraw
from works which they may not be able to compiete
within this time. -

(v) Action should be taken for transferring the sheds
- constructed for industrial ‘estates to the private
entrepreneurs on hire-purchase basis  with the
stipulation of employment of displaced persons for -
a period of five years.

= %

(vi) In regard to other units of the Corporation, possibility,
could be explored for transferring these to the
analogous public sector units under the other
ministries of the Government of India. In the event
of this not being possible, these units may be closed
down on payment of terminal beneﬁts as admissible
under the law

‘In November/December 1980 the Company submitied to
the Government of India feasibility reports in respect of
13 Production Units as well as other future. projections for
revitalising the Company. These were considered by the
Goverament and, inter .alia, the following decisions were taken
and intimated to the Company in November 1981. -

- (1) Ceramic Unit and Electrical Ancillary Unit should
be closed down.

(ii) The four handloom unifs should be continued on 2
® trial basis only for 2 more years, 1981-82 and
1982-83 and their performance closely watched.
g The handloom production should be diversified 1o
e -improve earnings and attempt should also be made
to form workers into co-operatives. who can fake-
over the handloom sections progressively.
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8. ManpOWer Analysis
8.01 Strength of Head Office and Units

The table below indicates the staff strength both at-the Head
Office and Units of the Company for the last six yeats ending
~ 31st March 1981 :

Particulars 1975-  1976- 1977— 1978-  1979- 1980-
76 -~ =71 78 79 30 81

‘Number of persons
- employed at the end

of the year
(i) Managerial
" (a) Head Office 14 15 15 15 0 15
(b) Units 7 9 10 8 T
(c) Total gy 95 0 24 2%
(i) Supervisory :
(a) Head Office 20 31 1 21 219
(b) Units -~ i B . B T
O Tel: T A % weowe 36
£iii) Others (clerical & -
Grade IV) : -
(a) Head Office %0 s 9m . . 29 20
(b) Units £19 M5 194 - W71 832 M6
(©) Total % wp oW G e U
{iv) Workers A ! o =
(a) Head Office - o — - o
(b) Units {577 1570 1574 154 1589 15719
@ Teml  BE UM LG e 1580 579

(v) Total Employees | 2631 N0 ”628 “615 : 2696’ 2770
‘Ratio of other staff to
workers 11 1

. G
T e

15 3 15 1~14: uz :”3«

RS s s Rl e e
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b

Neither the detailed project reports of the various units
indicating staff requirements were prepared nor a comprehensive
analysis of the man-power requirements of units and  Head
Office of the Company was made. The sanctioned strength of
the varicus units as well as that of Head Office was also not
made avzilable to Audit. However, a Review Commitiee on
the. working of the Company had observed (1975) that the
headquartary’ staﬁ‘pf the Company on which the annual expendi-
ture was around Rs: 27 lakhs, was highly excessive. The Com-
mittee {eit that no commercial undertaking with a low out-tura
like thic Company could afford such disproportionate load of
adminisirative overhead:

8.02 Regularisation of 96 Casual Workers

With a view to utilising the idle installed capacity of structural
fabrication shop at Sukumar Ergincering Works, Sheet Metal
Factory and “Cast Iron Foundry and idle manpower of Civil
‘Enginecring Department and Electrical Engineering Department
of the Company, the Management decnded (1975) to undertake
engineesing works of coal handling plants and civil engineering
works or turn-key basis in the coalfield areas of Asansol. With
this send in view, a Field Project Office was established  at
Asansol znd 2 number of employees from head office and other
units of the Company were deployed there. With the increase
in volme of work, some casual workers were also engaged at
different project areas purely on temporary basis and in course.

»  of the time the number of such workers rose to 96. With the
progressive completion of work, * the Management sought
{September 1978) to dispense with the services of the casual
workers proportionately. The union of the employees, however,

_ submiited (November 1978) a representation to the Assistant
) = - . %
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Labour Commissioner, Government of India, Raniganj for
regularication of the casual labourers, as they had already
completed 240 continuous working days. ' -

‘The Management, however, contended  that the casual
labourcis were engaged for completion of project/construction
work égainst orders secured from the parties and it was not
intended to continue them on a permanent basis and on com-
pletion of the project/construction work, the establishment set up
wonld have to be wound up. - ' A

According to the legal opinion obtained by the Company,
there was no obligation to regularise the casual labourers merely
on compiction of 240 days of continuous service. The labourers
were aiso surplus to the requirement, Even then a  tripartite
scitiement was reached on 11th April 1980 ,uhdex' which the
Manzgement agreed to regularise all the 96 casual workers with.
effect from 1st June 1980. While approving the above settle-
ment, the Board of Directors in its meeting held on  the
6th October 1980 observed as follows :— :

_ “The Members of the Board were informed that the
. circumstances under which the agreements Wwere
entered into appeared to be (a) at variance with the
directives of the Government regarding disbandment
of the casual labour, (b} without sanction of the
con{petem authority, and () under duress;  but
prima facie, this is a tripartite agreement and there
is no record to indicate that the persons, who
negotiated on behalf of the Company were not dele-
gated with due authority or acted under duress, the
Board accorded ex-post facto approval, as there was

*
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no other alternative, and the Directors-were liable
; for prosecution if the agreements were not imple-
menied, but observed that before entering inio this

sort of agreement, the approval of the Goverament =

should have been taken.”

Thus, permanent absorption of 96 casual workers who were
surplus to the requirements involved a recurring: expenditure of
about Rs. 1.24 lakhs per annum on their pay and allowancss.

9. Costing system and Cost Control

The Company follows job costing system for all its major
products except in the case of Fruit Cahning Unit and Cast Iron
Foundry where cost records are built up on Batch Costing System.
In arriving at the cost of production, material costs are charged
- on actual ‘basis, wages are charged at a predetermined rate’ on /,

the hours booked for the ]ob and the factory overheads arc charged :

to the job at a predetemnm_d percentage of actual direct wages.

Administrative and selling overheads are not Lharged to the jobs
1o arrive at the cost of productlon and cost of sales.

™

The following features of the system deserve mention :—

(a) No comprehensive cost accounting manual was in
existence.

(b) The system of reporting variation ir cost against the
estimate to different levels of management fo exer-
: cxsmg effecuve cost control was not in vogue.
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{c) No classification of overhead expenses into fixed and
variable components had been madc.

(d) No norms had been prescribed for wastlges and
rejections.

(e) There was no system of reconciliation between the
cost and financial accounts.

(f) There was no.system of standard costing.

(g) As a]ready mentioned in the report earlier, there was
no effective system of recording idle time for labour
and machines.

‘The Mahagement stated (November 1981) as foilows :—

Gy A draft regarding accounting manual which also
includes cost accounting has becn prepared and final
shape of which is likely to take place shortly.

(ii) The system of Management reporting had been
- started fully from April 1980 and the standard
costing system had beemn introduced from Apnl
1981. The system of reconciliation between cost and
financial accounts had been started partly from April
1980, Attempts are being made to introduce
in ‘full  reconcilliation system between cost and
‘ﬁnénéial:'aécoums." g

Mmm‘!y oi Rchablhtatml & Supply (Department of
Rchaﬁbdxtaum) stated Jtmc 1982) that the matter of prepm'auon
of c%stvaccmifmng'mﬂnual etc. would be pursued with the
; C’ompanv bv‘thcnipuﬁnéht forcxﬂypteparatxmofﬂ:csamcv :




!0 01 Fmancwl Po.micm

; The table below summarises thc ﬁnanual
the last five years endmg 31st March 1981 :—.

v

position of the Company under broad headings for

5 y (Rupecsl
Llabﬂnm 1976 77 1977 78 1973 79 1979-80
Pml uaCa ltal 353 20 353."0 151 "0 'H’& "()
Borrowing from Government of India 805,55 920,55 1035.55 1219,05
a) Borrowing from others (cash credit) ] 5.82 34,76 61.73
(d) Trade dues & Other Curreut liabilities ' (including '
- provisions) 318.27 382.04 483 .41 608. 20
- W70 iee2.21 192192 92 2424
(0) Gross Block - . 185.62 192.33 200.99 200.77 201,41
Less Depreciation 43,35 47 .88 52.37 55.09 58.90
Net Fixed Assets (e-f) 142.27 144 .45 148.62 145.68 - 142.51
Capital work-in-p: 18.47 13.34 5.81, 9.35 9.73
(i) Investments (other than !mde) 0.51 0.51 0.51 0.51 0.01
Current Assels, Loans & Advances 274 .39 279.98 319.20 356.93 247.24
) Amuhted Losses . ' « 1041 .38 1223.93 1447 .78 1729.77 2616.07
; a 1477.02 1662.21 . | 1921.92 2242.‘.’4 3015.56
B Ctmﬂl Employed 98,39 41, 79 () 15.59 (=105, 69 =) 734 S6
i Net worth (—) 688,18 (—) 870.73 (—)1094. JS (—1376.57 (—)2262.87
1. Capital employed represents net fixed assets plus working capm] :

. Notss @

2. Net \mrth Tepresents pa:d up capual }ess mtangxblc assets.

oL



The Company has been incurring losses since inception. The following table indicates the activity-
wise profit or loss of the Company together with the incidence of interest on ioans for the last 5 years

ending 31st March 1981 :— :
\ (Rupees in lakhé)

Incidence

Year ’ Profit(+)/Loss(-—) {
: e - of interest
Units manu- Units manu- Serylce Industrial Head office  Total on  loans
facturing facturing Units. Estates including
consumer  epgineering . - loan giving
goods goods - activities
197677 (55,53 | (913,23 1 (912,06 (1012 (98094 (—)160.64 - LAe
1977-78 ©(=)54.30 | (-22.16 (—)10.18 NIL ' (+)95.92  (-)1B2.56 - 66.57
1978-79 (~=)60.79  (—)32.08 (-12.32 (~)1.94 (-u-:)l 16.7) (++)223.%4 82.77
1979-80 (Y7582 (-)AT.03  (=N3.03 1 (+)3.60 (~)149.71 (--)281 99 108.29
198&8! : )79.30 1 (45,26 (-)12.69 (—)0.35  (=)748.70 (-—)886.30 181.55

Note ;: Administrative overheads (including interest on loans). selling overheads and provision for bad and doubtful
" debts are charged to the Head Office Account and not allocated to the Units’ Accotmts. ;

.

i
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The cumulative loss as on 31st March 1981 amounted to
Rs. 2616.07 lakhs thereby wiping out the paid-up capital of
Rs. 353.20 lakhs and outstanding loans of Rs. 1488.05 lakhs
raised from the Government of India. The cumulative loss per
worker works out to Rs 1.66 lakhs as on 31-3-1981.

The Management attributed (January 1981/November 1981)
the following reasons for the losses sustained by the Company —

“(a) Originally the Company was being treated as a
developmental and welfare organisation. the main
function of which was to provide cconomic rehabilita-
tion to displaced persons from erstwhile East
Pakistan. The commercial aspect of the Company
~was then treated as a sccondary one. .

(b) The taking over of the uneconomic handloom units
from the Government of West Bengal and sub-
sequently converting them to factory units and
introduction of wage structure on the recommenda-

tion of the 8th Tribunal Award increased the losses. _

(c) Most of the units of the Company are not properly
planned and laid out. The engincering units of the
Company cannot be called modern factories since
there are deficiencies regarding balancing  equip-
ment. : :

(d) As the main idez was to -provide employment, the
same figure increased gradually without looking into
.the cost structure and economic visbility. The sale
price in some cases has to be fixed at lower than
cost to stand competition in the market for at least :
pamal ewment of labour.
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{e) The manufacturing px‘oc:.ss in ‘some ‘cases has’ to be
- done manually resulting in unavoidable increased _

labour cost.

(f) As most of the employees arc untrained dlsplaced
- persons, the producﬂvnty was low.

(g) Initially the Company had undertaken a large vanety
- of .non-commercial activities which added to the

losses. :

th) Non;-availabiiity of sufficient working capital in time
attributed to the decreased productivity and increased
losses. >

(i) Rate of interest on loans taken by RIC both from
Central Government and Banks is too high con-
sidering the type of business carried out by RIC.

(3) Central and State Government’s concessions and
subsidies are not forth-coming to RIC handloom units
‘which are allowed to dlﬂercnt small scale industries

and co-operatives.

(k) RIC mth its vast overhead cost had to compete in
the open market with small scale entrepreneurs for
which no price.preference is allOWu} both by Central
and State Governments.

() Apart from the above, in receat years, floods and
regular load shedding has helped to increase the
losses.” : o

While indicating the factors responsible for losses of the

- Company (which are more or less the same as indicated above},
the Ministry” stated (September 1982) that as a result of imple-
mentation of the revitalisation programme there is now a hope
for ithe Corporation to turn the corner. The detailed rep}y o{

the Ministry is mpmdtmed in Annexure V.
_ S/13 CAG/82-6.« e




10.02 Credit Control

(a) Book debts

‘The following table indicates the \}olumc of book debts and
sales for the last 5 years ending 31st March‘ 1981 :—

74

(Rupees in lakhs)

Sundry debtors represented about 12.7 months’ sales n
-1980-81, 154 months’ sales in 1979-80, 6.9 months’ sales in
- 1978-79, 17.6 months’ sales in 1977—78 and 101 months’ sa!es in

Figare in th: b ackﬂtsmdlcatc provisions made _against

- oubtf ul debts

197677,

As on Totél book debts Sales Percen-
- tage of
Consi- Consi- Total debts to
dered  dered sales
good  doubtful
31-3-77 64.44 37.99 102.43 121,32 84.4
(30.74)
31-3-78 66.83 31.63 98 .46 67.08 146.8
(31.63)
31-3-79 87.80 31.63 119.43  206.79 1E ;
(31.63)
"31-3.80 88.26 4355 131.81  102.67 128.4
(43.55) : :
31-3-81 61.86 ~ 47.81 109.67 163.60 = 1059
. . (47.81)
Note :




e ol

75

‘The analysis of debts outstanding for more than one year
as on 31st March 1981 is given below ‘—
(R'upas in fakhs)

< - Govern- Gthers Total
ment
panies/
Corpora-
tions,
ete.

(i) Debts outstanding for more than one
year bpthuthanZy_urs : 6.67 4.60 11.27

(i) Debts outstanding for 2 years and more
but less than 3 years 0.65 3.10 3.75

{iii) Debts outstanding for 3 years and
more. 27.30 T30 - 64 .60

of Rs. 45.00 lakhs outstanding againsi other
37 lakhs) represented dues

Out of the dues

parties, the major portion (Rs. 371 :
for rent and electricity charges against the lessees of the industrial

estates of the Company, Iegal cases. initiated against 29 lessees
for realisation of dues amounting to. Rs. 15.31 iakhs were
pending (November 1981) in the courts [Paragraph 4.02 ) (2)

refers].

(b) Review of individu_al cases of debts

(i) During the period from August 1967 to February 1970,
the Company supplied various products worth Rs. 0.89 lakh
to M/s. Kamalalaya Stores (P) Limited on consignment basis.
The Kamalalaya Stores did not make payment in respect of the

supplies and was closed in April 1977.

The Company was not in a position to indicate (May 1982)
whether the Kamalalaya stores had gone into liquidation and

an official liquidator had been appointed. The entire out-
standing amount was considered doubtful of recovery and provided

for in the accounts. o S :



76

- (i1) In April 1969, the Company appointed M/s. Camaco,
a Calcutta firm, as dealer’ for sale of its fruit products. During
the period from April 1969 to March 1971, fruit products valued
at- Rs. 0.74 lakh were sold and delivered to the firm. Upto
“Tune 1971, the firm paid Rs. 0.34 lakh leaving a balance O.f
Rs. 0.40 lakh. The Company filed a suit in November 1973 in
the Calcutta High Court for realisation of outstanding dues
alangwith interest of Rs. 0.10 lakh (@ 12 per cent per annum
from July 1971 to June 1973). In May 1975 an cx-parte
decree was passed in favour of the Company for Rs. 0.11 lakh
with interest @ 6 per cent per annum from November 1973. In
the opinion of the Company’s Solicitors (May 1975) the balance
claim of Rs. 0.29 lakh was time barred. The decrec obtained
by the Company could not, however, be executed (November
1981) as the firm was not traceable. The Company has made
a provisien for Rs. 0.40 lakh in the accounts against this debt.

~ (iii) During the year 1970-71, buckets worth Rs. 1.04 lakhs
were sold to M/s. International Iron & Steel Corporation. The
, bills were raised against the firm in Merch 1971. The firm
intimated that a part of the dues had already been paid by
them. As the Company had not received any payment, the
matier was referred to the Central Bureau of Investigation i
1971-72. ' : -

.
<

* The Ministry stated (June 1982) that the Central Bureau
of Investigation case was pending in a court at Calcutta.

The debt has been classified as doubtful of recovery in the
accounts of the Company. - 7 .

(iv) Buckets worth Rs. 0.28 lakh and Rs. 0.25 lakh were
sold to M/s. Calcutta Hard Ware Tools and M/s. Hind Sales
Agency during the years 1968-69 and 1969-70 respectively. On
an eaquiry by Audit as to when the bills were raised, the
Management expressed (July 1982) its inability to furnish the
 details thereof. Both the cases were, however, referred to the




i
Central Bureau of Investigation in 1971 for investigation - as

according to the Management, the whereabouts of the partics
could not be traced. = i

The Minisfry, stated (June 1982) that the Cenfral Bureau
of Investigation case was pending in-a court at Calcutta.

" The Company has classified both the amounts as Joubtiul
of recovery and made provision therefor in the accounts.

(v) During 1968—70, drums worth Rs. 0.59 lakh were sold
to Durgapur Chemicals Limited. The latter, however, rcfused to
make any payment as the supplies made were stated to be below
specification. The affairs of the Sheet Metal Factorics at Bon-
Hooghly and Gayeshpur, where the drums were manufactured,
were investigated by Central Bureau of Investigation in 1976-77
- whose report was awaited (November 1981). The Company

has made a provision for these doubtful debts in the accounts.

11. Financial Management and Internal Conrol

11.01 Accounting system

No accounting manual has so far (November ‘1981) been
compiled by the Company. The Management stated (November:
1981) that a draft accounting manual, which also” included cost
accounting had been prepared, a final shape of which was likely
to take place shortly. : :

1102 Internal Audit
- The Internal Audit Department under the control of the
Financial Adviser and Chief Accounts Officer was set up in the
Company in January 1966. =, e
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In this regard, the Statutory Auditors of the Company in their
Report uader Section 619(3) of the Companies Act, 1956 on
the accounts of the Company for the year ended 31st March
1981 have observed as follows :— :

“No Intérnal Audit Manual has been prepared by the
Corporation. [n our opinion the Company’s present
internal audit system is rot conuncnsurate with the
size and naturé of the business, although its func-
tioning has improvad to a considerable extent duiing
the year under audit,” :

The Management stated (November‘ 1931) as follows =—

“.....strengthening of Internal Audit is under active
consideration of the Management.” P

The Committee on Public Undertakings ‘n its Fifteenth
Report (Fourth Lok Sabha—April 1968) on Financial Managé-

ment in Public Undertakings had recommended that the functions

of internal audit department should include a critical review of
the systems, procedures and operations as a whole, rather than
merely of the accounting work. The Ministry of Fimance
(Burcau of Public Erterprises) while acczpting the above recom-
mendation, had directed the public enterprises in  September
1968, to introduce such a system. No sich review of overall
performance has, however, been conducted by the Company s¢
far (November 1981). , :

12. Budgetary Control

The Bureau of Public Enterprises suggested in March 1968
that each public scctor undertaking should compile a Budget
Manual which should. inter alia, prescribe the responsibility-
cum-cost control centres for compilation of the budgets. No
Such manual has been compiled (November 1981) by the
Company. . - ~ e '
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The following table would indicate that there were significant
variations between the budget estimates and actuals during the
last 8 years ended 31st March 1981 :—

(Rupees in lakhs) ~

Year Cabital Revenue

Budget Actuals Varianee Budget Actuals Variance
esti- esti-

mates mates
1973-74 50.26 7.75  (+)42.51 155.88 156.38 =) 6.5
1974-75 15.04 4.55 (4)10.49 195.68 211.93 () 16.25
1975-7¢ 21.44 5.00 (+)16.44 321.73 219.49 (+)102.24
1976-77 50.00 3.45 (+)46.55 413.80 23391 (4-)179.89
1977-78 49.50 6.71  (+)2.79 402.20 197.47 (+)204.73
1978-79 55.00 475 (4)50.25 336.43 250.79 (+) 85.64
1979-80 SL.30  8.66 (+)42.84 342,95 285.90 (+) 57.05

198051

2500 Q.79  (+)24.21 32979 422.23 (—) 92.44

The variations were attributed (November 1981) by the
Management to non-availability of funds as per budget estimates,
payment of higher rate of dearness allowance and shortfall in
production. - ‘ . o

13. Other topics of interest : : : él

1341 Additio(wl expenditure of Rs. 1.53 lakhs due to
incrégse in working hours of the staff attached to factories.

In July 1974, all categories of employees aitached to offices
of different factories of the Company viz. office clerks, cashiers,
store keepers etc, who used to work 36 houfhis @ week, were
directed to follow the same working hours asfollowed . by the
workers of the faciories ie. 48 hours in a week. This was
ptofesied by the employees’ unions on the ground that this was
2 unilzteral and arbitrary change of service conditions and
curtailment of existing benefits. The matter was referred to the-
Coneitiation Officer, Labour Directorate, Government of West
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Bengal in July 1979 where also no agreement could be reached.

- Ultimately, under a tripartite ~settlement arrived at on 4th
February 1980, it was agreed that if future, the staff who wou!d =
be required to work 48 hows in 2 week in the interest of
production would be allowed special remuneration ranging from
Rs. 45 to Rs. 55 per month. It was further agreed that an
amount of Rs. 25 per month would be paid to each ‘employee
who had worked for 48 hours in a week as arrear ramunera-
tion, subject to a maximum of Rs. 1200 for the entirc period.
Accordingly, the order issued in July 1974 enhancing the
working hours of the staff was revoked (February 1980) and
an amount of Rs. 1.53 lakhs was paid as arrear remunc srafion.

“The Management stated (November 1981) as follows -

“T‘lere is nothing on record regarding reasons for
mcreasmg the working hours of the employees but
it is presumed that for making the same workmg
hours for all the employees attached to Factorics,
mcumbents who used to work 36 hours in a week
were asked to work 48 hours in a week for smooth
functlomng of the production units of the RIC.”

13 02 Extra expenditure of Rs. 3.75 lakhs in cml cons'lmr,'aon ;
_work undertaken by the Company

With a view to utilising surplus man-power, the Company

secured (August 1976) a work order from Coal India Limited
(EasternDivision) for construction of regional and unit work-

shops including administrative. and  other bmldqu roads,

boundary walls, drainage system etc. at differcnt collieries. in
Asansol Coal-field area for Rs. 2 crores, on furn-key. basis. . The
_ masonary walls ~ ihe regional workshops at Ukhra and Mugma
and unit workshop at Nabokajora constructed by the Company
at.a cost of Rs. 7 lakhs collapsed due to a cyclone in March/.
May 1978. A Committee was set up (April 1978) by -the
Company to investigate into the causes of the damage of the
walls. The Committee in its report of April 1978 on damage
to-the brickwalls of workshops at Ukhra and Nabokajora
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attributed the damage, inter alia, to the use of substandard
iaterials  and defective comstruction. The investigation in
réspect of Mugma was not conducted as the walls were con-
structed by the same contractor based on a simifar design.
Walls were reconstructed by the Company at a cost of Rs. 3.75 -
lakhs. No responsibility was, however, fixed for the lapse
} (November 1981). The ‘Ministry had desired (1978) a report
i on the subject from Eastern Coalfields =~ which has not been
' received by the Ministry so far. The Ministry stated (June 1982)
that efforts were still being made to get the report from the
* Fastern Coalfields Limited and fixation of responsibility could
be éxamined only after the report was received.

14. Overall Summary

~ The important features emerging out of the detailed analysis
given in the preceding paragraphs are given below : —

. 14.01 Objectives

_ The Company was st up in April 1959 with the main
object of providing employment to. displaced persons from East
Pakistan (now Bangladesh), through industrial develooment, .

14.02 Performance Appraisal

g L The €ompany has been carrying on three main  activities
viz. Industrial financing, industrial estate management and
industrial and commercial activities. ;

(i) Industrial Financing —The salient points in resp,&t‘ of :
# . the activity are L : ‘ -
‘ (a) Funds provided upto 1968-69 by the Government

o
E : of India for relending purposes were disbursed upto
1971-72, after which the activity was confined only

to the recovery thereof. i i
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(b) Between 1959-60 and 1970-71, the Company

~ sanctioned loans aggregating Rs. 177.54 lakhs to

43 parties out of which 39 parties drew loans to

the extent of Rs. 119.51 lakhs; the balance could

. : not be disbursed by the Company owing to failure
gt of loanees to fulfil the conditions of the loans and
! - suspension of the lending activity by the Company.

{c) As om 31st March 1981, loans and inierest
amounting to Rs. 69.34 lakhs and Rs. 49.20 lakhs
respectively - remained outstanding, of which

: Rs. 59.46 lakhs (loan) and Rs. 46.49 Ilakhs
(interest) have beem classified as doubtful of
recovery, and provided for in the accounts. o

hias Saat 68 ST B L i 2o ik SN AR =

{d) A total amount of Rs. 50.17 lakhs was recovered
from the loanees upto 31st March 1981 but only
a sum of Rs. 28.40 lakhs was repaid to Govern-
ment, the balance amount of Rs. 21,77 lakhs
together with the undisbursed loan of Rs. 13.14
lakhs, having been diverted towards working capital
requirement of the Company. :

“(e) As against the commitment of giving empleyment
to 4679 displaced persons, the loance industrialists
had given employment to only 2105 displaced
persons at the end of 1978-79. -

(i) Industrial Estates Management—With a view to
providing facilities for setting up of new small scale industrial
units for employment of = displaced persons, the Company
established four industrial estates at Bon-Hooghly: Bchala,
‘Ranaghat and Durgapur.

The important features of this activity are :

(@) In the absence of an enabl'ng clause in the lease . -
agreements, the Company could not recover the
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increased remt on revision thereof to the extent of -
Rs. 29.09 lakhs.

(b) Even though the lease agreements executed from
December 1974 onwards contained a clanse enabling
: the Company to enhance the rates of rent, no
; - recovery of increase on enhancement of rent to the
aitent of Rs. 0.82 lakh (from October 1978 to

' March 1981) could be made from 9 lessees. :

(c) As on 31st March 1981, Rs. 37.37 lakhs rep-
resenting rent (Rs. 29.37 lakhs) and electric charges

- (Rs. 8.00 lakhs) remained outstanding against the
lessees ; out of this Rs. 10.63 lakhs (rent Rs. 9.38
lakhs and electric charges Rs. 1.25 lakhs) were
considered as doubtful of recovery and provided for

in the accounts.

(d) As against the potential for employment of 1626
displaced persons, the lessecs provided employment
to 436 displaced persons only as on 3lst March
1981.

. (it} Industrial and Commercial Activities.—The Company’s

industrial and commercial activities fall into threc main cate-
gores viz., (a) Units manufacturing consumer goods, (b) Uaits
manutacturing engineering goods, (c) Units rendering services.
Out of 25 units established from time to time, 15 units were
wosking as on 31st March 1981, remaining having been closed
from time to time. ~All the units were running at losses. The
camulative losses of alt these units worked out to Rs. 9.10 crores
as against the capital investment of Rs. 1043 creres as on

" 3ist March 1981.
_The folowing facts are of interest :—

' Installed/attainable capacity of the units had not
"’ been fixed till 1980-81. ; ,
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— Targets of productlon and sales fixed. by the Company =
could not be achieved generally. ' 7

: — Cost of production was g.,neralh more than the Sa!e'
price.’

— No record was mamtamcd by the Company u.dnmmg
the cause-wise analysis of idle labour, idle wasees -
paid as well as idle machinery. :

— Production of goods without ensuring their. -
marketability resulted in  accumulation of stock of
finished goods and consequent loss due to deteriora-
tion in quality, as per details below :— .

(1) Sale of 28231 pairs of shoes at a loss of Rs. 2. 23
. Iakhs * ‘

: (ii) Write off of canned fruit worth Rs. 3.78 Ei{kbs,

(m) Sale of non-movmg handloom pmdqcts at a rahatu
of 45 per cent (Rs 3.24 lakhs) -

? () Sale of old:silk yam at-a loss of Rs,0.39 Lrkh.

The. Company also incurred loss of Rs. 1.37
lakhs on the export of pineapple slices which were ,
~+found unfit for human consumption. Besides, the 7
export of pineapple slices worth Rs. . 4.11
lakhs which ‘were also declared unfit for human
consumption, was under arbitration. = ss el

The closmg stock of ﬁmshed goods as on 31st March 1981‘ -
~ stood at Rs. 50.82 lakhs representing 10.89 months’ sales. This
" included danmged and non—movmg stock worth Rs. 2.04 lakhs.



85
14.03 Economic Viability of Company’s Operations

In view of heavy losses incurred by the Company since
inception, various committees. were set up at different times to
undert=le detailed technical and financial ~ appraisal of the
working of various units of the Company so as (0 identify the
reasons fcr continuous losses and to suggest means for placing
the Company on a sound ‘economic - footing. Conversion of
handloom units into co-operatives of the workers, transfer of
~ ownership of the industrial sheds” to industrialists -on- -hire-
purchase basis with stipulation for employment of displaced
persons, and dispersal of head office staff to the units efc, were
the main recommendations of the Committees. Most of the
recommendations, however, could not be implemented and the

company continued to incur losses.
Government decided (November 1981) as follows :
— 'Iflie Ceramic Unit and Elé;:trical Ancillary - Unit
. should be close down. :

——  The four handloom units should be continued on _a
trial basis only for 2 years. :

. The Ministry of Supply and Rehabilitation” (Department of

Rehabilitation) stated (September 1982) that implementation of
the revitalisation programme, approved in November 1981, has
resulted in improvement of the working of the Company.

14.04 Manpower Ainlysw‘s

The total strength of the staff and workers of the Company

was 1191 and 1579 respectively as on 31st March, 1981

Neither the detailed project reports of the various units indicating

staff requirements were prepared, nor a comprehensive analysis ,
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of manpower requirements of units and Head Office of the
Company had been made. =

14,05 Costing System and Cost-Control

There were a number of deficiencies in the costing and - cost
coatrol system. . :

14.06 Working Results and Credit Cottrol

The Company has been incurring losses since its inceplion.
The cumulative loss as on 31st March 1981 was Rs. 2,61607
Jakhs, which wiped out not only the entire paid up capital of
Rs. 353.20 lakhs but also the outstanding loan of Rs. 1,488.05
lakhs raised from Government. The cumulative loss per worker
_-worked out to Rs. 1.66 lakhs as on 31-3-1981. i

Out of total book debts of Rs. 109.67 lakhs as on 31st March .
1981, debts amounting to Rs. 47.81 lakhs were considered as
‘doubtful of recovery and provided for in the accounts.

With a view fo revitalisation of the Company, the Ministry
of Supply & Rehabilitation, (Department of Rehabilitation),
inter alia, decided (November 1981) that all the loans outstanding
as on 31st March 1981 would be interest free till March 1986
and that there would be a moratorium on repayment of dmstal-
ments of all loans outstanding from Ist April 1981 to 3ist

March 1986.

14.07 Other Topics of Interést

The masonary walls of workshops of Coal India Limited
(Eastern Division) constructed by the -Company at a cost of
Rs. 7 lakhs, collapsed due to cyclone. The damage of these
walls was attributed to the use of substandard materials asd
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The walls were reconstructed at a cost

defective constructicr.
as, however, fixed for the

of Rs. 3.75 lakhs. No responsibility w

lapse.
M g\'w‘/\/’h ‘
: e R o
(R. C. SURD
Chairman, Audit Beard and Ex-officio
Additional Deputy Comptrolier and
Auditor General (Commercial)
New Delhi ‘
The 11-2-1983.
Countersigned
(GIAN PRAKASH)
. Comptroller and Auditor General of India
New Delhi : , :

The 11-2-1983.




e ANNEXURE I
a - -
[Referred to in Para No. 4.01(O)]
7 : . Statement indicating the detailed position of loans upm 3ist March 1981 »
' SL. _ Name of the Loanee Amount Amount Year(s) = Morato- Normal Yearin  Outstanding as ’m Amount conﬂmél
- No. ; ofloan  ofloan of drawal rium rate of  which 3ist March 1981 Doubtful and pum«
' sanc- disbur- allowed interest ~ commen- sion made .
- tioned  sed (Years) pa.(%) cement Principal Interest ——————
(Rs.) (Rs) : of repay-  (Rs) (Rs)  Principal Interest
ment of @)y Ry
principal e
was due Rt D
1 2 3 4 5 6 7 § 9w om0
1. Adross Private Limited. ... - 170000 170000 ~ 196165 2 7 Wech 1854 W o
- : - , s ~ (Approx) - A
2. Argun ChandraDas .. . o 16,800 16,800 7 31-1-65
+3. Bengal Fine Spg. Wvg. Mills . 16,30,000 10,45,609 % 31-2-64
1,00,000 7 151263

4 Bardhan&Co.Pvt.Ltd. . . 100000

.t BS Witk & 0w

7. Bengal Screw Mfg. Co. s . 162,000

9. Bengal Engineering Co. Pyt. Ltd. . 2,37,000

10. Bon-Hooghly Powedoom prz.
Soclety Ltd. :

**11. Geof W. Rose& Co.

e e L

 S/13caAG/E-T

1,96,600

1,50000 1

$. BharatGrinders . . . . 233000 63100

1,10,000 1

% ‘a.i:ng;:rexmmms, L. 1235000 934336

0263 839336 782821

31-12:63




' @Thc ﬁgure has bean worked out

"1 2 3 4 ~ 9 6 7 8 9 10 LR Iz'
27. Nabarun Taxi Drivers Co-opt. 1,72,500  1,65,801 1963-64 2months 6% 31-5-64 93,647 * 81,828 77,0’1,'6%7 6,06,381@
Society No. V. - et : to o : : = Vo
28 ‘Nabarin Taxi Drivers Coopt. 1,73500 1,66930 }963-62 4 month ‘ ‘

. Naba axi vers pti = 1, 5 onths 6 5 ;
Saciety No. VL. : v to m S %A 31-7-64 1,39,930  1,34,412
29. Nabarun Taxi Drivers Co-opt. 1,72,500 1,72,301 1963-64 7 months 6. P ]
- 5 No. VII. : ‘ H 31 10-64  1,23,185 1,09,166
30. Nabamr;lo%' Drivers Co-opt.  1,72,500 1’71'261 1963-64 9 months 6 § . 31-1'2.'6? l,ﬂ,03§ l,2374§3
31. Raymond Paper Mills . . . 750,000 250,000 1968-69 2 ] 3
32. . Radha Chemicals Co. Ltd. 13,30,000  4,70,000 - 197071 2 e
33. RIC. Employees Co-opt. - 10,000 10,000 197172 2 1
34. Senand Pandit . 1960-61 = 3 - 2 .
e 1o * : ; g : : ; :
: - : g - 1962-63 " 3 25,29;@17;‘3344 25;39,%0 179’43;844
. 9,00,000 681,000 1962-63 < 3 Y 15165 : e e g
to " -
e - & 1963-64 .
35. Power Tools & Appliances Co. Ltd. 2,06,000 1,40,612  1961-62 3 7 28-6-64 .
5 to
, e o 2o 1963-64
= Sa’aumRu:eMxﬂ e s © 30,000 20,000 - 1962-63 o) 7 31-7-64 & i
- 1 Taﬂyg%m,l Tant Shl.lpa Pmtlsthan = 50([)0 40,000 1962-63 33 1 31-12-64 34000 27,793 e .
38.. a.he;zpur Powerloom CO-Opt Socy. 2,09000 1,88,334 1966-67 4 e 31.7-70  1,88,334 ' 1,15,400 188334 1,15,400
: Ltd. to $ i e 3 e -
1968-69 : o
2 ngegurﬁowlwm Coopt. Socicty 209000 175,974 196667 54 7 31770 175974 10782 175974 10782
Ltd. No . to , = wledel el
1968-69 - # ! =
40. Bon-Hooghly * Powerloom Co-opt 2,09,000
Socy. Ltd. No. IL«
41. Bon-Hooghly Powerloom = Co-opt.  2,09,000
Socy. Ltd. No. HI.
42, Eon-Hooghly Powerloom Co-opt.  2,09,000
. Socy. Ltd. No. IV.
43, The Scientific Indian Glass (‘ “o.  12,90,000 b
Ltd.
, 177,53,800 119,50,809
: *Taken over by NTC Ltd. '
#3nder litigation.



'ANNEXURE I

(Referred to in Para 4.03) : L -
Statm:howﬁ'tncpommojiavemhvmum.ﬂn&mmtmmmdmrmahm mmsmmxm :
Si. Name of the Units Date/ Present  Year of Liabilities - Assets roe:
No. . year of  status closure/ . : W g’:] m ~
: setting (Runnma] yeu Head Other Total Fixed - Other loss lakhs) accumu-
up closed/ Office ghli— (Rs.in  Assets Assets (Rs.in lated
idle) -m account _ lakhs) m.m (l'l:s.in - Rt
lying  (Capital (Rs.in ) lakhs) ‘capital
idle invested) lakhs) . invested
(RS. n :, copeee
- o B e e - : ]akh’) " ‘
) 2 3 4 5 6 7 8 9 10 "m0
Units mamdacmrm consumer T . e
0 - Taherpurl’mdtmon&mre 1-6-62 Running > 116.45 7.39 123.84 3.7 2.00 118.07 123,84 1@!.59
. K.B.M. Production Centre 1-10-62 Running =~ .. 93,05 5.36 98.41 2.79 1.0 94.41 98.41 101.46
7 3 (é:yahpur Production 1-10-62 Running 3 64.60 3.66 68.26 2.86 2.40 63.00 68.26 97.52
ntre.
4. Habra Production Centre 1-10-62 Running bz 77.52 3.86 81.38 2.26 1.98 77.14 51.38 99.51
5. Padwa Production Centre 1964 Closed 1967-68
6. Jagdalpur Production 1665 Closed  1967-68
Centre. 7
7. Malda Silk Unit . > 1-10-62 Running i 36.65 0.27 36.92 2.60 3.64 30.68 36.92 83.71
8. Tent Making Unit . : 9-4-64 Idle = 1975-76 to 0.33 o 0.33 0.04 0.18 0.11 0.33 33,33
: . e | _ : ‘
9. Leather Works (Bop- July’62 Running .. 67.62 3.0 70.63 1.87 ou N e Bw
10. Garments Factory (Bon- 1964-65 Running .. 36.74 1.30  38.04 0.48 1 e HE By
Hooghly). : : - :
11. Fruit Canning Unit (Bou-' 1963-64  Running - 59,98 0.77 60.75 2.06 10.49 48.20 60.75 80.36
Hooghly). : -
12. Fruit Canmng Unit (Agar- 1-5-63  Closed Dec. '69
tala).
Engineering Goods/Job Units :
1. Sukumar Engineering 14.9-61  Running - 170 34 178
Works. =
2. Sheet Metal Unit (Bon- 1964-65 Ruaning - 84 .04 w,;ﬂ 0.7
HOOShIY)A-_A - o . - o
93

S/13 CRAG/82-—% .




ANNEXURE IV
[Rcferned to in Para 4.05()(e)]

Statement showing the cost of production of shoes vis-a-vis sale prica against
the ordered quantiuex

i s T

Yearof  Orders Cost pqrpair(Ruppea) Sale
- receiving. (in pairs) - price
order- - - Labour  Mate- Over- Total per pair
: rials heads {Rupees)
(exclu- 5
ding &
Adminis-
trative
over-
: : ; ~head)
e 2 i §o ey s B 1
1975-’76 1500 - N.A. NA. N.A. 41 13 39 75

-~

11700 NA. N.A. NA. 340 39

6150 NA. N.A. DA 3.3 N4
524 < - NA N.A. NA 73313 3385
1471 N.A. NA. N.A. 12.18 10.70
, 3750 - N.A. N.A. N.A. 2137 53.50

30000 NA - S NA. N.A. 18.27 15.50

e Db Ny - NA. KA N.A. 35.28 33.95
197677 14000  NA. NA® NA 4107 39.00
- 7000 NA NA - NA- Q@ 330

6642 NA . NA  NA G AR 38.00

393 NA. NA.. 'NA 4010 37.00

253 NA. N.A. NA. 38.39 38.25

350 NA ‘N.A. NA. 42.88 © 4325

: 21 NA & NA - NA 50.49 49,95
o 150 NA. NA - NA M 25
2 =238 NA. NA. NA. 3783 35.95
150 NA. NA. - NA 48.91 49.95

125 N.A. NA. NA: 4377 42.85

3000 N.A. NA N.A. 38.34 36.95 .

3756 NA - NA KA 519 9%
1300 - NA. NA. NA WD  usn
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ANNEXURE IV
[Referred to in Para 4.05(iXe)]
Statement showmg the cost of production of shoes vis-a-vis sale prica against _
the ordered quaminex
Yearof  Orders Cost per pair (Ruppees) = 8ale
receiving. (in pairs) price
order - Labour  Mate- Over- Total per pair -
rials heads {Rupces)
(exclu-
ding "3
Adminis-
trative
- over- -
head)

1 2 ¥ 4 5 6- 7
1975-76 1500 - N.A. N.A N.A. 41.13 39. 75 :
fer 11700 N.A. N,A. N.A. 34.22 32.25

6150 N.A. N.A. N.A. 33.23 32.40
524 N.A. N.A. NA 23313 32.85
1471 N.A. N.A N.A. 12.18 16.70
) 3750 - N.A. N.A. NA. 51.37 53.50
0 o NA - NA N.A. 18.27 15.50
et 517 NA . RA NA. 35.28 33.95
1976-77 14000 - NLA. NAY.  NA 41.07 39.00
: 7000 NA. NA NA 3569 3300
6642 NA. . NA NA.  41.88 38.00
393 N.A. N.A NA. 40.10 “37.00
253 N.A. N.A. NA. 38.39 38.25
350 NA: N.A. NA. 42.88 43.25
421 NA. N.A. NA 50.49 49.95
- 150 N.A. NA  NA. MDD A%
- 4238 N.A. N.A. MA:, - ILE3 35.95
150 NA. N.A. NA. 4891 49.95
125 N.A NA. NAY 4371 48
3000 N.A. N.A. N.A. 38.34 36.95 .
3750 N.A. NA. N.A. 51.37 33.50
1300 © NA NA. NA 342 32.25
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i 2 3 4 5 6 7
1977-78 300 NA N.A N.A. 42.88 43.25
34 NA N.A. N.A. 46.85 44.95
2132 NA NA. N.A. 49.61 43.50
2500 N.A N.A. N.A 50.33 44.25 -
109 NA N.A, N.A 41 .88 38.00
669 N.A. NA. N.A. 40.10 37.00
85 NA. NA. N.A. 52.08 49.95
197879 _ 3824~ 6,51 28.18 9.65 44 .34 44.00
21 6.51 30.49 9.26 46.26 38.85
102 4.65 18.70 - 6.50 29.85 = 26.32
93 6.51 33.13 9.26 48,90  48.95

3000 . 6.51 40.19 9.26 55.96 50.00

1979-80 829 5.58  34.45 745 4148 095
866 558 8.4 8.05  42.05  43.95
165 651 4019 926 5596 . 55.95
52 558 3496 1290 53.44  55.00
250 74 2 8.80  68.35  72.00
29 65 469 4Bl 65 B9

% 2651 %3 ude pw AW

1 $55 3496 1290 5344 5.0

291 558 - 26.34 8.05 39.97  38.95

42 651 - 35.85 926  sS1.6) . 5098

2400 741 3994 E79 614 5295

1980-8¢ 16y s B 00 0 000

1937 13.50 55.06 10.00 78.56 66.00
31 13.50 55.04 10.00 78.54 71.00
2os 1350 55.58 10.00 79.08 70.00




ANNEXURE V
[Referred to in Para No. 10.01]
Detailed reply dated 27th September, 1982 of the Ministry

MINISTRY OF LABOUR AND REHABILITATION
(DEPARTMENT OF REHABILITATION)

Subject :—Appraisal of the performance of the Rehabilitation
Industries Corporation Ltd., Calcutta by the Audit -
Board—A brief note on the improvements made
in the working of the RIC.

The Rehabilitation Industries Corporation Limited, Calcutta,

_ which is an -Undertaking wholly owned by the Government of

India, was incorporated on the 13th April, 1959 under the

Companies Act, 1956 mainly for providing employment to

displaced persons from erstwhile East Pakistan by giving financial

and other assistance to industrial units in private and co-operative
sectors and also by setting up industrial units of its own.

2. Although, the objective of providing employment 10
displaced persons is being served, the commercial functioning of
the Corporation has been rendered difficult and the Corporation
has been incurring losses year after year ever since its inception.
The reasons for the losses are manifold and have been studied
from time to time by Expert Committees. Since of the main
factors are given below :— :

(i) The Rehabilitation Industries Corporation was sct up
as a relief and rehabilitation project for the resettle-
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ment of displaced persons, but as most of them were
unskilled, their productifity as labour was low.

(i) As the main object and wmccent was to provide
employment to displaced persons, the units under the
Rebabilitation Industries Corporation were not
operated strictly on commercial basis and a number

& of activities were undertaken which resulted in losses.

(iii) The Handloom Units are normally run as a Cottage
Industry- or as Co-operative Society. The five
Handloom Units under the Rehabilitation Industries
Corporation have, however, all along been run a8
= factory units. This has resulted in additional
expenditure on minimum wage, variable dearnmess
- allowance, gratuity, leave salary etc. The usual
rebate admissible in co-operative sector, is also not
available to the Corporation’s Handloom Units.

(iv) Mosz of the units are small scale and light engmeermg
units with their associated difficulties and ptoblenﬁ
of production and marketing especwlly when ths

- products are to be competitive in the market wxﬂ!
products of larger units of production '

(v) The Corporatxon intially took up some non-industrial
activities such as advancing Joans to private
industrialists, co-operatives etc. whxch proved to be 2
habihty ;

“(vi) Most of the Handloom . products are consumef?

_ oriented and have to face snﬁ compemmn from largeriy_
~ o units, : =

e ’Ihe Cotporauon has incurred av:cnmuiatue 085 of Rs. 26.16
cmtu upto 31£t March, 1981 .The‘accounu for the year
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1981-82 have not yet been finally audited. The provisional loss
‘during 1981-82 is, however, estimated at Rs. 1.78 crores.

3. The unsatisfactory working of the RIC and continued losses
have been causing concern to this Department. Besides, the
three Committees which had studied the working of the
Corporation in the past since 1968, the Bureau of Public
Enterprises had carried out techno-economic studies of the various
units of the Corporation during 1978-79. In pursuance of the
findings of the BPE, efforts were made to close down the hand-
Joom units, but this was opposed by the Labour Unions of the
. RIC. As a result of this, another Committee, consisting o

"7 members—3 from the Government of India, 3 representatives
of the Labour Unions of the Corporation and one from the
Government of West Bengal, went into the working of the
Corporation during 1980, and submitted its report in July, 1980.
The Members of the Committee, however, gave divergent
recommendations. Consequent on 8 change in the RIC
Management, the new Managing - Director was requested to
- furnish feasibility reports in respect of ifts pmdniction units. The
Corporation accordingly furnished the feasibility reports, along
with projections of production/sales, cash-flow etc. for the perfod
from 1981-82 to 1990-91. Keeping these in view, the revitalisa-
tion programme of the RIC was prepared and placed before the
Government for consideration and approval in September, 1981.
The Government approved the detailed measures necessary for
revitalisation of the Corporation in“October, 1981 and the same
were conveyed to the RIC in the first week of November, 1981.
for implementation. It was dcided to formally close down the
defunct Ceramic Unit and Electrical Ancillary Unit; to run the
4 handloom units on a trial basis only for 2 more years, 1981-82
and 1982-83 and diversify their production to improve earaings
and to make attempts to form the workers of these units into
co-operatives who could take over the handloom units
progressively; all loans outstanding against the Corporation as
on 31st March 1981 have been made interest free from 1st April
1981 fo 31st March, 1986 and a moratorium of 5 vears on
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financial year 1981-82 had elapsed. A sum of Rs. 30 lakhs had

100 .

repaymient of instalments of all loans outstanding on 1st April,
1981 has been granted. Further, an amount of Rs. 1.16 crores
was sanctioned to the Corporation by way of equity and loan in
e ratio of 1 : 1 during 1981-82 and 1982-83 for purchase of
balancing machinery and equipment and for construction of

zdditional sheds for adequate floor space etc. For meeting
~ working capifal requirements and to make good the cash loss,

it was decided to advance non-plan loan of Rs. 1.84 crores during
the year 1981-82. From the year 1982-83 onwards, the
Company was expected to arrange to meet its further working
capital requirements from Commercial Banks. The following
targets of out-put, sales and operating results were decided
i :

(Rs. in crores)
Year 198 1-82 1982-83  1983-84 1984-85 ~ 1985-86
e o
OGutput . - = 3.30 8.88 12.10 14.34 14.74
Sales (including tra- SR : 2
ding items) rn e 3.9 13.08 18.30 21.54 21.54
Operating results : :
- (with interest holi- : .
day on all Govt. : : i el By
loans) . . (1,08 045 1.5% 249 288

4. The Ceramic Factory and the Electrical Ancillaty Unit
have since been closed. A sum of Rs. 214 lakhs (as against
Rs. 184 lakhs envisaged) was advanced to-the Corporation during
1981-82 as working capital loan. The additional Ioan of Rs. 30
lakhs had to be released to the Corporation, as the Corporation
could not achieve the desired results during the year 1981-82.
This was so because, by the time the Government decision for
reviatalisation of the Corporation was taken, almost half the

et
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also to be-released for working capital during the current financial
year, because the Corporation has still been incurring cash loss,
although on a much reduced scale. The loan was advanced so
that the working capital available with the Corporation was not
eroded.. The Corporation is now in a posmon to meet its further
. working capital requirements from Commercial Banks. Th..~
Corporation is expected to-secure bank finance for working capital -
under cash credit facilities upto Rs. 70 lakhs from the Indian
Overseas Bank, against which a Government guarantee upto
Rs. 23 lakhs only as requested has been given; and upto Rs. 30 -
lakhs in respect of its three handloom units and the Malda Silk
- Unit without Government guarantee and upto Rs. 50 lakhs in
' respect of Sukumar Engineering Works and Textile Processing
Unit from the United Commercial Bank, against which
Government guarantee upto Rs. 25 lakhs only was requested and
has been given. So-far, the Corporation has been able to make
drawals upto Rs. 42 lakhs from the Indian Overseas Bank and
upto Rs. 30 lakhs from the United Commercial Bank, against
these cash credit limits.- It would be appreciated that while
 during the year 1980-81, loans’ aggregating to Rs. 269 lakhs had
been released by {l1e Government for working capltal requirements,
the working capital support from Government was Rs. 214 lakhs
during the year 1981-82. The working capital support from
Government has been reduced to only Rs. 30 lakhs during the
current financial year. It is expected that for the rest of the
current financial year, the Corporation would be able to meet
its working capital requirements from Commercial Banks because
of considerable improvement in the performance of the Corpora-
non over the years 1981-82 and 1982—83

5. For capital outlay, out of the total amount of Rs. 1.16
crores sanctioned for purchase of balancing machinery and
equipment and carrying out essential civil works like construction
of additional sheds for adequate floor space efc., an amount of
Rs. 87 lakhs has already been released. = Of this, the Corporation
- has already utilised an amount of Rs. 47. 13 lakhs and
comxmtments have been made for about Rs. 8. 24 lakhs upto
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_ 31st August, 1982. The balance amount is also cxpected to be
‘utilised shortly. =

6. The producuon of the Corporation during 1981-82 was
of the value of about Rs. 267 lakhs worth which represented -
about 80% of the target. This performance showed substantial |
improvement in the working of the Corporation when compared
with the value of production during the previous three years in
which the yearly production was only of the value of rupees one .
crore on an average. Similarly, the sales of the Corporation’s
manufactured preducts during 1981-82 was worth Rs. 248 lakhs

_representing about 72% of the target. The Corporation also
started a new activity during the year 1981-82, namely, trading
sales for supplementing its income. The trading sales achieve-
~ ment was about Rs. 40.86 lakhs, with an estimated net income

“of Rs. 6.57 lakhs.
A

7. Keeping the performance during 1981-82 as the base, the
tevised target of production during 1982-83 has been fixed at
Rs. 780 lakhs worth and that of sales including trading sales as
Rs. 1000 lakhs worth. During the first four months Ze. from
April to July, 1982, against the target of production of Rs. 216
lakhs, the actual achievement is Rs. 230 lakhs, which is more
than the target. During the corresponding period last year
1981-82, the value of production was only about Rs. 43.47 lakhs.
Against the sales target of Rs. 216 lakhs, for the period from
April to July, 1982, the actual achievement is about Rs. 200
lakhs. There is only marginal shortfali of Rs. 16 lakhs whick
is expected to be made up very shortly. During the same period
last year the value of sales was only of Rs. 35 lakhs. According
to the indications given by the Managing Director, the total
monthly production of the units of the RIC, excluding the work
at the project site, would be around Rs. 60 lakhs by January 1983.

~ while in the case of the works at the project sites, the production =

figure would be about Rs. 40 lakhs. In short, total production
o! the RIC will be approxhnately rupees one crore per month

=
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in the beginning of the fourth quarter of the current financial
year. i S

. 8. The losses being incurred by the Corporation year after
year have been substantially reduced, ever since the implementa-
tion of the revitalisation programme has been taken in hand.
The operational loss (excluding interest, depreciation and
provisions for doubtful debts etc.) during 1978-79 was about
Rs. 137 crores and the corresponding- loss during the year
1979-80 and 1980-81 was Rs. 1.65 crores and Rs. 1.70 crores
respectively. During the year 1981, the operational loss has
been brought down to Rs, 1.55 crores (provisional). There has
been further improvement during the current financial year. The
operating results for the first 4 months of 1982-83 upto July,
1982 have indicated a loss of Rs, 28.71 lakhs only which includes
provision for interest of Rs. 15.70 lakhs on Government as well
as bank loans and depreciation of Rs. 1.92 lakhs. Excluding
these provisions, the net operational loss comes to about Rs. 12.09
lakhs only i.e. about Rs. 3 lakhs per month, against the average
~ operational loss of about Rs. 15 lakhs per month during the
same period of the last financial year. The Corporation has
projected a gross loss of Rs, 46.21 lakhs only during the current
financial year, which includes provision for interest of Rs. 60 lakhs
and depreciation of Rs. 5.80 lakhs. If these provisions are not:
taken into account, the expectation is operational profit of
~ Rs. 19.59 lakhs during the current financial year. Thus, the

Corporation expects, to reach a zero loss figure by the end of the
current financial year. :

9. The performance of the (forporation is being -kept
_constantly under review from month to month on the basis of
various reports being obtained from the Corporation under the
Management Information System as well as by holding quarterly
review meefings at the level of the Secretary of the Ministry.
Since the revitalisation plan of the RIC was taken up for imple-
mentation, 3 such review meetings at Secretary level have been
. held on 10t December- 1981, 23rd March, 1982 and 21st
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August, 1982. The Department of Rehabilitation bas also .
been rendering all possible assistance to the Corporation for
improving their working by belping to secure orders etc. The
Department of Rehabilitation has also written to the concerned -
Ministry /Organisation , for  sanctioning special rebate  for
Government on the handloom products of the Corporation etc.
While the Government were considering the closing down of the
RIC or atleast the 4 hardloom units, there is now a hope for i
the Corporation to turn-the corner. There has been considerable |
jmprovement in the order book position of the Corporation.
Its credibility in the market has increased. The products made
by the Corporation are also getting market acceptance.

o s A A
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