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A reference is invited to the prefatory remarks in Part I of 
the Report o f the Comptroller and Auditor General o f India, 
Union Government (Commercial), 1974 regarding selection ot 
certain undertakings for appraisal by the Audit Board under 
the supervision and control o f the Comptroller and Auditor 
General o f India and the decision to present the Report m a 
number o f parts.

2. This part contains individual points o f interest noticed 
in the undertakings not taken up for comprehensive appraism 
by the Audit Board and includes a resume o f the Reports ot the 
Company Auditors submitted by them under the directives issued 
by the Comptroller and Auditor General o f India.

PREFATORY REMARKS

(•')



I. IN D IV ID U A L  P O IN T S  O F  IN T E R E S T  

H IN D U STA N  O R G A N IC  CH EM IC A LS LIM IT E D  

1. A Hydrogen Gas Plant

, C h ' ^ f u S d

p rep a red  m  N ovem bei p ro d u c tio n  capacity  o f  2 tonnes
Y r , ^ Z t ^ v t y  a t  a n  esd m atcd  c a p ita " c o s t o f  Rs. 70.53

in  a year o f  the an iline p lan t, was 600 tonnes per a n n im . 
p la n t was com m issioned in January  1972 a t a  cost o f  Rs. 90.13

lakhs.

T he s ta rt-u p  op era tio n s o f  t^ ^ . 
ce rta in  q u an tity  o f  hydrogen  gas w hich could  , PP

*  d ,d ro g « „  J a „ t  i^ e lf  1> V * S " J T S
or from  ou tside sources. T he projec repo 
l '» w d «  w « «

*U ;,ee o f  L n - u o  opera tions o f  the p lan t, the C om pany
the p u rp  ' ^ g , . ' i  j  g ]970 on a firm  o f U .S .A . fo r supp  y 

^ i n d S  e^ch hO vinV a length  o f  32 feet. It w as subse- 
o f  . 5 cyl ,j ^  facilities fo r hand ling  an d  filling cylm deis
qucntly  available in Ind ia . A fter ob ta in ing
“ L r . a l  » 'd c ,  w as. . I ' - c f .M  s u te u tu  cd
fP*] my 1971 fo r 335 cylinders each  hav ing  a  length o f  4-1  “ fec^

? ' " - ^ n n h e ^ y b n d S  m f i L ^ ^ ’u . l ' t h e  cyS^^^^^ arrived  
1974 ^A ction to  procure a  sm all com presso r required  

f o r c i n g  np the p lan t w ith hydrogen gas 
hse lf w i  in itia ted  in M arch  1973 and an o rd er fo r the ^ame was 

O ctober 1973. The com presso r purchased  a t  a cost 
o f  Rs 47,287 was received and  installed  in M ay



^ compressor, the Company had to purchase hydro- 
to Anri! operations during the period January 1972
o f the L , u   ̂ 1-27 lakhs. With installation
s L  for S t  11̂ ® Company’s own hydrogen
fost of R f  \  n« cylinders imported at the
May 1974 Akhs have been lying idle since their receipt in

o f reouireS^Q  disposal o f  hydrogen gas produced in excess 
nor vras thoimht considered in the project report,
nlant in Feh^ ®’•‘o ĉ o f placing orders for the hydrogen
S ? k e  it t T S h ^ n i  surplus gas in the open
pressure comnr>l^ cylinders by means o f  a high
had visualised early as in January 1970, the Company
125 tonnes o f  <;nrni ll̂ ® hydrogen plant.
S o o n  a f to r  ^  urplus hydrogen would be available for sale
Sow n r„ .r c o 'r " '" ®  '"t P'»“  «  ' - “ "y >” 2, i. bcca™
full caoacitv an H  ll'ut the plant could be worked to the
marketable^quauS(W  5 t'̂  ̂producing hydrogen gas o f
September 1974 the C o m n f ‘' f  ‘ However, only in
for a high nressiire placed orders on an Indian firm
cylinders. Tho Pr. ^ipressor required for filling o f  gas into 
of the high pressur^ro"^^ stated in January 1975 that on receipt 
available would be used'̂ f̂ ^ ”̂ '̂ ’ jmported cylinders already 
gas. The high pressme e o ” '' the surplus hydrogen
in April 1976 Fvniai • ŝ scheduled to be delivered
the facilities for filling .Providing for
o f the hydrogen nl int ^as while planning acquisition

“ “

ductio'n oKanilSfofwio'^,^^ required pincipally for pro- 
whcrcas for sale for otlier^ ’  ̂ would suffice,
would be required P^POses, a higher purity o f 99.5 % 
produce hydrogen wiih .  P^"*- '^^s, therefore, designed to 
ihe plant L s  fetu dlv , P“''.“y 98-5%- However, when
was capable of producinn '^ ‘̂ ^r°"l‘ ’̂ noticed that it
as against the one of higher purity i.e. 99.5/,,
production of aniline H n r  P'̂ ‘'̂ ‘ty’ 98.5% required for
that hydrogen of qual'itv sV.h ‘’’^rofore, anticipate
the extent o f aviffiabiffiv '^"tild be available;
mined”. y* ” coi'ld not also be deter-

du
In the absence of facilities fm- r,n;

jtion of hydrogen gas has r.-> w. surplus gas. pro­
to be restricted to a level below



the attainable capacity just to meet the requirement o f the aniline 
plant. As against tne attainable production o f 1390 tonnes 
o f hydrogen (based on the capacity o f  600 tonnes per annum; 
during the period January 1972 to April 1974, the Company 
produced only 664 tonnes, o f which 546 tonnes were used m 
the aniline plant and the balance 118 tonnes was vented m the 
air. The gas vented out (118 tonnes) was stated to be of mfei loi 
quality.

According to the cost data worked out by the Company 
for the year 1974-75, the cost of producing 475 tonnes o f hydrogen 
gas required for its aniline plant works out to Rs. 73.54 lakhs 
and the cost o f  attainable production o f 600 tonnes in the year 
works out to Rs. 88.17 lakhs. On this basis the incremental 
cost o f production of 125 tonnes in excess o f the requirement 
of the aniline plant comes to Rs. 14.63 lakhs. The sale proceeds 
o f  125 tonnes o f surplus hydrogen at the open market rate or 
Rs. 69,440 per tonne ruling towards the end o f March 1975 
would have been Rs. 86.80 lakhs. Calculated on this basis 
tlic profit on sale o f 125 tonnes o f hydrogen would be Rs. 72.17 
lakhs per annum. In other words, if 600 tonnes o f hydrogen 
per annum were produced and 125 tonnes therefrom were sold 
in the market, the Company would have recovered 98 per cent 
o f  the cost o f  production o f hydrogen, thus rendering the supply 
o f this gas to the aniline plant almost free. Had the Company 
taken action to procure a high pressure compressor at least m 
July 1972 after watching the performance of the plant for the 
fir-st six months, the compressor could have been procured by 
the end of 1973 (allowing a delivery period of 18 months) and 
the sale o f surplus hydrogen could have been started at least 
from January 1974. The loss o f profit for failure to sell the 
surplus gas during the period from January 1974 to April 1976 
when the high pressure compressor is expected to be received, 
would amount to Rs. 168.40 lakhs at the rate of Rs. 72.17 lakhs
per'annum.

In this connection, the Ministry staled (November 1974) 
as follows :—

“On the assumption that the entire quantity o f hydrogen 
which is surplus could be sold, there would have been an 
additional realisation to the Company. The lo.ss on this 
account could however be regarded as hypothetical since 
it cannot be said with certainty that the entire quantity of 
surplus hydrogen would have found a ready market".



It may be mentioned that according to the feasibility study 
made by the Company after market survey in 1971, 125 tonnes 
o surplus hydrogen could be sold. It would not be correct 
to assume that the entire loss is hypothetical.

IN D IA N  O IL CO RPO R A TIO N  L IM IT E D

 ̂ R̂ui7s ‘̂  C/'otw/Yy and Amendment of the Provident Fund

Government o f  India suggested the intro- 
8  ̂ g ^ u 'ty  scheme and adoption o f a uniform rate o f

/„ tor contribution to the Contributory Provident Fund by all 
the public sector undertakings.

DivXi'rtn Pipelines Division and the Marketing
Rnlf>« TUo  ̂ Gorporation had separate set o f  Provident Fund 
to the  ̂ contribution o f 8-1/3%
While the Rpfi employees as well as the employers.
aT) e Division implemented the
I m Q ^ m  rL ' ' T  in respect o f  staff and from
imolement thp officers, the Marketing Division could
S o m  o f staff from 1-7-1966 but
|-4-j%K j„ rpfr. 'o the rate o f contribution and from
contributiOn. with the reduced rate o f

The reduction in thf> r • . . r  j  •leouired an provident fund contribution
prior approved of th e " c e m 5  the
While the Refineries and S i u  Gommissioner. 
prior approval of the Central had obtained the
this was not done b v S  s i  Provident Fund Commissioner, 
made bv the latter in'Aimn^ Division. The request
approval, was turned down ^K^^ ,̂ ‘''^oording ex post facta 
Commissioner in September Central Provident Fund
approval was also discussed hv h question o f according
\vitli the Central Provident Corporation
1971. The latter expressed thV'"- Commissioner in October
and staffwere members of the samT'^
in the rate o f provident fund contrik'?''"’®"̂  •'etluteion
only was discriminatory A simii officers
by the Regional Provident Fund P a expressed
her 1968. ' '“ '̂̂ '’'Ti'ssioner, earlier in Decern-



In view o f above and in order to bring about uniformity 
in the Provident Fund Rules o f both the Divisions, the Corpora­
tion decided in September 1972 to restore the rate o f contribution 
to 8-1/3% with restrospective effect in the Marketing as well 
as the Refineries and Pipelines Divisions. According to the 
legal opinion obtained by the Marketing Division in October 
1972 it was obligatory on the Corporation to bear the incidence 
o f arrears on account o f  difference between the rate o f 8% and 
^"V3%. A sum o f Rs. 2.97 lakhs, representing employee’s 
contribution at the rate of 1/3 per cent for the period from 
1-4-1968 to 30-9-1972 and interest thereon, (in addition to  
employer s ctmtribution o f equal amount) was credited to the 
Contributory Provident Fund o f the officers o f the Marketing

f'*'' as the Refineries and Pipelines 
nn W  I concerned, although it was felt that there was 

j  make similar payment, the Corporation
ided (August 1974) for the sake o f equity to bear the arrears 

m lespect o f employees as well as employer’s contribution 
(without payment o f  any interest in either case) and to treat this 

e-v grat/fl payment. This involved a payment o f Rs. 6.18 
 ̂ A aA'’ account o f employees contribution (in addition to 

employer s contribution o f an equal amount).

 ̂ 1 Corporation has not thus been able to implement the 
^hem e o f securing a uniform rate o f  8% for contribution to the 
Contributory Provident Fund and had to pay as contribution 
Rs 9 . 15 lakhs representing employees share.

The Management stated (August 1974) that “the Marketing 
Division was under the belief that the Regional Provident Fund 
Commissioner would accord his approval o f  the amendment 
because Ine “rovident Fund rale was reduced under the Govern- 
m enfs directive \

The Ministry has stated (April 1975) that “all efforts were 
made by Indian Oil Corporation to get the Provident Fund 
Ruies suitably ^rnended” and that “ the delay in restoring the 
rate to the original rate o f  contribution viz. 8- 1/3 °,, w'as due to 
the matter being under correspondence between Indian Oil 
Corporation and the Central Provident Fund Commissioner 
on the one hand and between Indian Oil Corporation and the 
Government on the other, which was unavoidable.”

3. De/ay in the openinf̂  of Letter of Credit

On 26th April, 1974 the Corporation received intimation 
from the Master o f  the vessel ‘Vivekanand’ (a vessel belonging

5



to the Shipping Corporation of India Limited and on long time­
charter with the Indian Oil Corporation Limited) that the vessel 
had sailed from Haldia on that date and was expected to arrive 
at Khor-al-amaya on 5th May, 1974. The Master also asked 
for instructions regarding next itinerary of the vessel, in res­
ponse to which the Corporation advised him on 29th April, 
1974 that the first loading port would be Ras Tanura in Persian 
Gulf for loading 20,000/25,000 tonnes of furnace oil and the 
second loading port would be Khor-al-amaya for loading of 
Basrah crude. The import of furnace oil from Ras Tanura was 
against the additional import licence received by the Corporation 
on 26th April, 1974.

Although action to open the letter of credit was initiated 
on 27th April, 1974, the bank was finally advised to open the letter 
of credit on 7th May, 1974. The advice for the letter of credit 
was delivered by the bank to the supplier on 9th May, 1974.

arrived at the port of loading on 5th May, 1974 
at 0200 hours. The supplier did not, however, commence 
delivery of the crude till 0200 hours on 10th May, 1974 owing 
to non-rcceipt of advice relating to the opening of letter of credit.

 ̂ charter hire of Rs. 4.73 lakhs on account of avoid­
able detention of the vessel for 5 days proved unproductive.

The Management have staled (January 1975) that the delay 
m owning the letter of credit occurred on account of time taken 

y ttie Accounts and Sales Departments in finalising the terms 
and conditions of the letter of credit and also the intervening
iQ-7’0  connection, the Ministry have stated (Apriliy/a|  as tollows •_ •

• • ■ • ■ • • - IOC has..............stated that this is a solitary
case Where the Corporation has suffered a loss because of the 

 ̂ J/Pening of the letter of credit. They are also 
u g remedial ineasures to ensure that such instances 

*“ '̂̂ ''C- However, it is felt by Governmcnl 
that m this case the delay could perhaps have been avoided 
if. instead of the papers being routed through normal channel, 
the 'dattei Had been expedited through personal discussion 
etc. lU C IS being asked to direct all concerned to be 
careful and avoid such delays in future."



On 31st December, 1973, the Bombay Port Trust informed 
the Shipping Corporation o f India Limited that the former had 
no objection to berth tanker ‘m.t. Netaji Subhas Bose’ subject 
to the condition that the tanker was dead freighted upto a maxi­
mum displacement o f  70,000 tonnes. It was also clarified by 
the Port Trust that this arrangement was on trial basis for a 
period o f 6 months. The Shipping Corporation in its letter o f  
12th January, 1974 addressed to the Bombay Port Trust and 
copy endorsed to the Indian Oil Corporation, however, referred 
to this arrangement being applicable to ‘m.t. Netaji Subhas 
Bose or her sister vessel.

B as^  on the above communication, the Indian Oil Corpora­
tion Limited nominated tanker ‘m.t. Vivekanand’ (a tanker 
identical with ‘m.t. Netaji Subhas Bose’), owned by the Shipping 
Corporation o f India Limited and on long time-charter with 
the Indian Oil Corporation Limited, for loading about 50,000 
tonnes o f crude at Khor-al-amaya (Persian Gulf) for discharge 
at Bombay.

‘M. t. Vivekanand’ arrived at Bombay Port on 2nd March,
1974. The  ̂ Bombay Port Trust declined to handle ‘m.t. 
Vivekanand’ on the ground that the Port was not equipped to 
handle a tanker o f  that size. The Port Trust also sent on 1st 
March, 1974 a reply to the Shipping Corporation’s letter o f  12th 
January, 1974 wherein it was clarified that the former had agreed 
to berth ‘m.t. Netaji Subhas Bose’ only on trial basis and not 
its sister vessel.

Having failed to persuade the Bombay Port Trust to handle 
‘m.t. Vivekanand,’ the Indian Oil Corporation took up, on 4th 
March, 1974, the matter with the Shipping Corporation, the 
Ministry o f Petroleum and Chemicals and the Ministry o f  
Shipping and Transport. As the Bombay Port Trust did not 
agree to handle the tanker at Bombay port, the Ministry o f  
Petroleum and Chemicals, in consultation witJi the Ministry 
of Shij ping and Transport and the Madras Refineries Limited, 
decided on 14th March, 1974 to divert the tanker to Madras 
Port.

For the detention o f ‘m.t. Vivekanand" at Bombay Port 
for 12 days, the Indian Oil Coproration had to pay charter hire 
amounting to Rs. 11.34 lakhs to the Shipping Corporation.

4. Detention o f  a Tanker



banker, th e1 viTnistrv^of%^ '̂^^” deciding the diversion o f the 
1975) as follows Petroleum and Chemicals stated (May

a p a r r ^ ^ L ^ S r t s V a d e t " ”'
to accom m oSte h? ta L e r T B lV ^ " -® ^ ^ ^ ^
o f  the tanker S o lv e d  its acc^^^^^^
Limited, with whom the matter"^had^o^be taken up’'

Vivekanand,’ ^ t h J ^ M iS ?  o f  Sdpphig^a^d^ j
clarified (October 1975) as f o l l o w f " -  have

o f ‘ the ^ nhs-understanding
C o r p o r a ^  o M n d la ” "  " ’’■PP^g

v r e k l r n d ’^ ' ‘^e

0") Despite the fact that the Port Trust had agreed , ■ 
he experiment on one tanker, it did not want to evt 

^he^experiment further before it was fully proved on one

5. Delay in acceptance of an offer

1972‘S p p l y  o f & ^  inv ited  on lOth N ovem ber,
pany received an o f lS  fm  r ^ '  >973, the  C om ­
a t $ 27.12 per tonne C  R, S ' F  N ovem ber, 1972
30th November, 1972 T ^ o  ®ffer being valid  up to
quoted the rates o f  s  oio?  and ‘B ’ h a d  already
$ 24.04 c  & F  K and l. (equivalent to
* ^2-93 per tonne  C  & N ovem ber, 1972 and
1972 respectively, on 9fh ivT 25th November
discussions h e l k y  ~  oCompany.  ̂ with the Managing Director o f  the

On 21st November, J97') ^
(whose quotations was the Imlv. P̂ "̂ y asked firm 'B ’
per tonne made on 9th N o v e S  ut7n ^  * 22.93

oer, u / ^  to remain valid upto

.8



30th November, 1972. The latter, however, stated in reply 
that this oflfer could not be kept open any longer due to changed 
circumstances and also made a fresh offer at $ 23.50 per tonne 
C & F Kandla valid upto 30th November, 1972. Subsequently, 
on 22nd November, 1972, the firm agreed to keep its offer o f  
$ 22.93 per tonne open upto 25th November, 1972.

While, on 24th November, 1972, the Company made a 
counter-offer o f  $ 22.15 per tonne C & F Kandla to firm ‘B’ 
which was declined by the latter on the same day, on 25th Novem­
ber, 1972 rt communicated the acceptance o f  firm’s initial offer 
o f  $ 22.93 per tonne. The firm did not,however, accept the 
order on the plea that, in view o f  the counter-offer made by the 

ompany, its offer o f  S 22.93 per tonne was no longer valid.

having failed to persuade firm ‘B ’ to supply oil at 
* 22.93 per tonne, the Company agreed on 6th December. 1972 
to the supply being made at the higher rate o f  S 23.50 per tonne, 
resu ing in an additional expenditure o f  Rs. 3.37 lakhs on a 
contract tonnes o f  oil actually supplied under the

. . accepting the facts o f  the case, have stated
(August that, according to the Company, in day to day
commercial business, counter-offers are made with a view to 
obtain better prices. While this may be so, the reasons for 
non-acceptance o f  the initial offer o f  linn ‘B’ in the face o f  
shortage o f  middle distillates and upward trend o f prices, have 
not been clarified.

6. Recovery from freight surcharge pool

Railway siding charges incurred at installations in Bombay 
part o f  main installation charges included in the price 

oiid-up. Therefore, in accordance with the orders o f the 
governm ent o fln d ia , Railway siding charges incurred at Bombay 
are not recoverable as a separate item over and above the mam 
installation charges. However, in respect o f  out-of-zone move- 
ments from Bombay installations, such charges have been reco­
vered by the Corporation by debit to ‘Freight Surcharge Pool 
in addition to the recovery through price build-up. I he total 
amount so recovered from 1-6-1970 (when Freight Surcharge 
Pool was constituted) to March 1975 amounted to Rs. 36.24 
lakhs.
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The Management stated (February 1975) as follows]:—

“Though there is no specific provision in the F.S.P. 
Scheme which permits a company to claim BPT Siding
charges,.......................................................... . are treating
the same as part of our transportation cost and recovering 
from Freight Surcharge Pool for out-of-zone movements. 
We are of opinion that these charges are claimable from 
FSP Scheme.

.................... our claims from FSP for the period
April 1972 to March 1973 are under examination of the 
Assistant Director, FSP Cell and in the event this particular 
claim is disallowed by him, we shall correspondingly credit 
FSP Account’’.

The matter was brought to the notice of the Ministry of 
Petroleum and Chemicals in May 1975 and their reply is awaited 
(December 1975).

LUBRIZOL IN D IA  LIM ITED

7. Irregular Payment of Leave travel Assistance

to Management submitted a proposal
tanre R Directors for amending the Leave Travel Assis-
travel a s s ‘ Company providing for payment of leave 
ever months’ salary or Rs. 2,500, wich-
out referennT[’ ‘̂"P’oyces visiting their home districts, with- 
of bills, vouchere^etê '' ’̂̂ '̂ expenditure and without production

oromsar Jerp signifying acceptance to the above
one of the Directorŝ ?̂n September, 1972 for confirmation, 
1972 addressed September,
inability to confirm Company, expressed his

the minutes on the grounds stated below:—

 ̂  ̂ foTacluafpl^ assistance was to be restricted to
of 2 monm - travelling, subject to the ceiling

^  salary or Rs. 2,500, whichever is less

require’ intended, it would
 ̂ '-'overnment’s prior approval.

O n 25th November i07o i.
above views, decided t o B o a r d ,  after considering the 
time, asked the Manacĵ ,̂ '̂  proposal alive and, in the 

dfeement to obtain more f'-"
mean- 

data from the
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Cochin Refineries Limited (another Government ?  
which was reported to have implemented a to
Meanwhile, the Management continued to make 
its employees on the basis o f the proposed amendm 
Rules.

The matter was finally considered by the B oard^n 6th 
February, 1973 and the following decisions were taken.

(a) The Board decided to drop the proposed 
and directed the Management to revert to the 
already approved.

(b) The Board approved and ratified tem porary  and limited 
relaxation of the Leave Travel Assistance Rule , 
special case, in respect of the payments X -., 
for the block of two calendar years 1971 and l

Out o f the total amount o f Rs. 70,918 paid to 61 
payments aggregating Rs. 4,549 were made in April IV// t - - 
before placing o f the proposed amendment before the Boar ; 
and the balance amount of Rs. 66,369 was disbursed alter tn 
objection was raised by the Director. On the basis ot tn 
approved Rules, the amount admissible to the employees wou d 
have been Rs. 15,000 approximately. The Company, dius  ̂
incurred an extra expenditure o f Rs. 55,918, 
amount of Rs. 2,500 paid to the then Managing Dnec 
April 1972 was adjusted against dues payable to him.

The Management stated (September 1974) '̂^^Y’matL^by'^tlie 
meeting held on 26th August, 1972 “the proposal m a ^  by m 
Management was generally approved and the ® f  the
under the impression that it would not be very much out oi 
'vay to make payments” .

The Management have further stated ( N o v e m b e r ^ 9J5)^that 
no reference was ultimately made to obtmn ifor 
^milar scheme reported to have been restrictedCochin Refineries, as the relaxation was proposed tc r^^̂ ^
only to the block o f two calendar yc^rs (1971 , Rules
may be mentioned, in this connection, mvrnent of two 
of the Cochin Refineries do not provide for R ym  ̂
months’ salary as leave travel assistance witho b 
actual expenditure, as was reported by the Man g 
Tubrizol to their Board.

S/33 C & AG/75—2



H E A V Y  E N G IN E E R IN G  C O R P O R A T IO N  L I M I T E D

8. Loss on rum-key Job

Company entered into a turn-key contract 
With the Fertilizer Corporation of India Limited for the manu- 
lacture, supply and erection of a Horton Sphere at Cochin 
(Subsequently diverted to Barauni) at a negotiated price of 
1 (against its own estimated cost o f Rs. 11.52
lakhs). The entire work was to be completed and delivered by 
December ] 969.

The plates and segments of Horton Sphere were manufactur­
ed and despatched to site in knocked down condition during 
September 1969 to August 1970, while the top bottom discs 
were received at site in September 1973. The erection at site 
was taken up in January 1970, initially through contractors but 
later on departraentally, and was completed in February 1974 
î e. after a delay of more than 4 years. The request o f the Com-

extension of time for the 
ompietion of work is stated to be under consideration of Forti­

er Corporation of India Limited (July 1975).

manufacture and erection of Horton
S .  fmounted to Rs. 19.58 lakhs (excluding the contractors’ 
s u f f e r e d "0  ̂ y^t ascertained and settled), the company 
work" u ' i f 8- 20 lakhs. The increasLn cost of the

the following
(a)

(b)

in im iv^  supply of Horton Sphere was
of f^'mmed to cost Rs. 8.23 lakhs at the rate 
and based on the cost of materials
comnleti^,’;‘̂ k'’'̂ "''“‘''"8 1966-67. Due to delay in
la ^ s  worked out to Rs. 10.36
in the P r̂ tonne on account of increase

priee of various tiems.

at 235 fonnes^o ^ f̂'^mated material which was estimated 
out to 258 tonnel preliminary designs worked
settlement of price'' tirawings were finalised after

12



(c) The cost of erection was estimated at Rs. 0.94
the ra te  o f  Rs. 400 per to n n e  w hich was the prevai i ^ 
ra te  fo r o rd in a ry  structu ra l steel erection. It 
unrealistic fo r  th is ty p e  o f  sophisticated  w ork invo vin^ 
100%  X -ray  w elding u n d e r inspection  o f  ^  
veyor. T he ac tua l cost w orked o u t to  Rs. o. 
lakhs. T his w as partly  a ttr ib u tab le  to  increased cost o 
labou r an d  m ateria l on  acco u n t o f  p ro longation  ol worK.

The delay in com pletion  o f  the w ork  was attribu ted  by the 
M inistry (M arch  1975) to  the follow ing fac to rs :—

( 0  T he w ork  w as o f  a  special sophisticated  type taken  up 
tn the coun try  fo r the first tim e. T he C om pany, there­
fore, had  to  evolve orig inal procedures for design an a  
fab rica tion . T his to o k  considerab le tim e.

(/;■ ) To ensure requisite quality of erection, complete trial 
assembly had to be made in the Heavy Machine Build­
ing Plant of the Company and then the Horton Sphere 
was despatched in knocked-down condition to site.

{ in}  O n  acco u n t o f  co n s tan t lab o u r troub le  a t B arauni and 
technical restric tions regard ing  m ethod o f  welding whicn 
had  to  be done  only by tested welders /
M /s. L loyds, th e  w ork  could n o t be com pleted earlier 
T he w ork  also  had to  be done in accordance with a 
specified sequence an d  w ith special precau ion 
rcQuired fo r o rd in ary  steel w ork  welding-

('■>') D u rin g  ra iny  season, the  w ork had  to  be suspended as 
w elding w as n o t perm issible. F requen t ed
co n trac to rs  due to  labou r troub les and difficimies ta 
by the C om pany  in arrang ing  crane tacihties 
led to  delay.

The above factors leading to delay in coinplel'jw 
crease m cost, except the labour trouble, were f ^ e r  
the knowledge o f  the company or could have been foreseen 
the time o f concluding the contract.

'he escalation for wages admissible /^vsras^'thfj'
has not been claimed by the Company so far Daly ) 
has not been ascertained.
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9. Delay in Payment of Electricity Bills

The Company gets electricity from the Bihar State Electricity 
Board through a 132 K.V. line etsnblished in 1964. N o formal 
BoTrT^"^ however, been entered into with the Electricity

On account of delay in payment o f  electricity bills, the 
company had to pay nearly Rs. 4 lakhs as ‘delayed payment 
surcharge’ as detailed below:—

14

Delayed
payment
surcharge

1. Supplementary electricity bills for March 1968 
to August 1970 due to revision o f tariff .

bills for September and October 
1970, May 1971, April and May 1973 and 
March 1974

^JJPP'ooientary fuel surcharge bills for Aoril
1969to April 1974 . . . .

4. Part payments in respect o f  some energy bills 

Total . . . .

Rs.

2,32,662

1,20,635

37,770

8,590

3,99,657

mentary dectr^Sv Management stated that the supple-
monthly e l e c S l  K t  penod.upto August 1970 and the 
and fuel surcha / p k'H® September 1970 and October 1970,
no? be paid in Ihne ^
higlier rates had been unilateral claim at
was also stated tl2 t Electricity Board. It
caused by lack of fmuk o f other bills was

of these bills.  ̂̂  account of delay in payment



In this connection, the follow ing points arelrelevant.

(0  The Company had been requesting the Bihar State 
Electricity Board since 1966 for . ..
tariff, but this was not agreed to  by the 
Board. It was known to the Company that any J  
in  paym ent would attract ‘delayed payment surcnarg

(//) The increase in tariff was notified by the Electricity 
Board in March 1968, but the matter was taken up 
by the Company only in January 1969.

{Hi) To meet its working capital requirements, the Company 
was having cash credit arrangements with the Sta e 
Bank o f  India on which it was paying interest at the ra e 
o f  9 per cent to  11 per c e n t . I f  the electricity bills ha 
been paid in time by resorting to further borrowings, 
a net saving o f  about Rs. 2.33 lakhs (representing the 
difference between the ‘delayed payment surcharge 
paid at the rate o f  2 per cent per mensum and the iiherest 
that would have been paid on the borrowed funds) 
•could have been effected out o f  Rs. 4 .0 0  lakhs paid as 
•delayed payment surcharge’.

15



II. REPORT OF THE COM PANY AUDITORS UNDER  
t h e  DIRECTIVES ISSUED BY THE COM PTROL­
LER AND AUDITOR GENERAL OF INDIA

In pursuance o f  the directives issued bv th e  C o m o tro lle r

A i i t ' ' r s ‘o ° ^ h e T c c  ‘ C o m p an y
m  t h ^ T o f   ̂ ‘^^2-73 have been received
im oortan t C om panies a n d  9 S ubsid ia t^  C om pan ies. T he

s X S g ^ a S J r a p h s

SY STEM  O F  A C C O U N T S  A N D  B O O K -K E E P IN G

for c m -n l i f i?  lay ing  d o w n  th e  detailed  p ro ced u re
C o m S s  ! '  m a in tenance o f  accoun ts  in  the  follow ing

(U Indo-B urm a P etro leum  C o m p an y  L im ited .
(n) S am bhar Salts L im ited .

U ii) H industan  P aper C o rp o ra tio n  L im ited.
('V) H industan  Salts L im ited.

(y) Ind ian  M otion  P ictures E x p o rt C o rp o ra tio n  L im ited , 
(w) Indian  R are Earths Lim ited .

(vvV) H industan  Z inc L im ited.

D ?uS P N n f (Syntheticugs 1 lant and Marketing Division).
IX Projects and Equipment Corporation o f India Limited.

(A kbar Hotel)!^ D evelopm ent C o rp o ra tio n  L im ited

 ̂ O rg m S u o n k ^ '^ ''' (C en tra l C oal W asheries

( S )  Bh"'^“r n  Construction Limited.
(• ») B harat D ynam ics L im ited.

(u- W i h f ' H  o f India Limited.
(-VV) T un g ab h ad ra  Steel P roducts L im ited.

16
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(■VI’/) Engineering Projects (India) Limited.
(-VV/7) Hindustan Antibiotics Limited.
{xviii) Indian Petrochemicals Corporation Limited. 
ixix) Machine T ool Corporation o f India Limited.
(.v.v) Mining and Allied Machinery Corporation Limite 

(.v.v/) Rehabilitation Industries Corporation Limited.
(xxii) State Farms Corporation o f India Limited. 

ixxiii) Heavy Engineering Corporation Limited (Heavy 
Machine T ools Plant and Foundry Forge Plant).

(.Y.v/v) Hindustan Latex Limited.
(.v.vv) Manganese Ore (India) Limited (Head Office). 

ixxvi) Central Fisheries Corporation Limited. 
ixxvii) Uranium Corporation o f India Limited.

{xxviii) Cotton Corporation o f India Limited.
{xxix) National Textile Corporation Limited.

(AA) In Bombay Branch o f National Small Jndustn^  
Corporation Limited the accounting manual was not aaneicu  
to.

(B) In the following Companies accounting manual had not 
been up-dated ;

(/) State Trading Corporation o f India Limited (Hca 
Office).

(//) Hindustan Cables Limited.
(i’ll) Cochin Refineries Limited. . . ,
iiv) National Coal Developm ent Corporation Limite

(C) Property/Plant/Assets Registers were not maintained by
the following Companies : . .  ̂ to

(') G oa Shipyard Limited (for assets acqiiir I
April 1962 and for land). , /mreiun

(«) State Trading Corporation o f India Lmn c 
offices). . .

(/;7) Projects a n d  Equipment Corporation o f In d ia
(iv) India Tourism Development Corporation

(Akbar Hotel and Aurangabad H otel).

(V) Engineering Projects (India) Limited.



Newsprint and Paper Mills Limited (for 
workshop machinery, civil works, furniture, fixtures 
and equipment).

(wi) State Farms Corporation o f India Limited (Jharsuguda, 
Kakilabari, Khamam and Head Office). Registers 
maintained at other units were incomplete.

{viii) Heavy Engineering Corporation Limited (Foundry 
Forge Plant, Headquarters and Township).

(ix) Indian Dairy Corporation.

Deyelopment Corporation Limited 
tained  ̂ detailed inventory o f  assets was main-

18

following Companies property/plant/assets 
not u ^ t o S  ^^aintained properly/were incomplete/were

(0  Sambhar Salts Limited.
(n) Indian M otion Pictures Export Corporation Limited. 

c £ e s ) ° ’̂ *̂ * Corporation o f India Limited (in certain

Limited (Delhi and Kanpur

(W) Hindustan Steel Limited (Central Coal Washeries 
( v - \  /^^"'^^Lon, Bhilai Steel Plant and Head Office).
( ii) ertihsers and Chemicals, Travancore Limited 

(Udyogmandal and Cochin Division)

foTvehiclesr'^ Transport Corporation Limited (except

E lm e r n ^ B r S )° ' ‘̂^̂  (Marketing D iv is io n -

(jc) Lubrizol India Limited.

had not been kept' un registers
were under prcparati(J^f whiL^fh f^g'sters at Kharagoda
not reconciled with financial at Mandi were

nnancial book o f accounts.



(F) la  the following Companies there was no prop^ sy 
in existence for write off, refunds, discoun ,

(0  Hindustan Salts Limited. . .
(ii) Indian Motion Pictures Export Corporation

(iii) Triveni Structurals Limited. ^

(G) In Handicrafts and Handlooms respect pf
India Limited, the accounting system m & r- auditing m 
foreign offices was not adequate for the purp
depth.

(H) In M azagon Dock Limited the accounting manual d 
not specify financial powers o f  different offlc

(I) In Nagaland Pulp and Paper procedure,
(i) N o manual/instructions in j„wn

control and recording had been la d
(ii) N o  manual outlining the purchase pioce uie 

formulated.

(J) In Hindustan Zinc Limited : r.,nr.vvi-d for all
(i) N o uniform accounting procedure was 

the five units of the Company.
(ii) In the absence o f details o f and Plant

Metal Corporation o f India Lim > P
registers were not completed.

.. j Co-ordination
(K) In Heavy Electricals . ’ so as to avoid

among various sections required ”'*̂ P‘? y . „ots.
Undue delay in making accounting adju.

(L) In Fertilizer Corporation o f India
(0  Journal book had not been and kept
(ii) Accounts books had not been posted legu.a y

properly. . ,
. rnm oratioii L im its  •

(M ) In In d ia  Tourism Development Coip

(a) Akhar Hotel . .ccoiiciliatioi of
(0  There was no ^^aSounts in general ledger

subsidiary ledger with contio  
and inter-unit accounts.
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(u) There was no prescribed system o f allowing credit- and 
elTective system for follow up o f debts.

(///) There was no system o f pricing o f  stores issued during 
tne year.

20

(P) Hotel Ashoka, Bangalore

(/) ‘Kitchen order Ticket Analysis Register’ had not been 
. maintained so as to reconcile the sale bills made out.

(n) Subsidiary Ledgers in respect o f  sundry creditors for 
supplies and advances, etc. were incomplete.

(///) rhe system o f filing o f vouchers and invoices was not 
satisfactory. As a result the Statutory Auditors could 
not cneck the accuracy o f  receipts entered in Stores 
Ledger,

(n ) The system o f maintaining the priced Stores Ledgers 
had not been followed.

(v) Property/Plant Registers had not been kept up to-date- 
and reeonciled with financial books.

(tv) The system o f write off followed in respect o f crockei^. 
cutlery, glassware, chinaware, linen, etc was not 
adequate.

(wi) Stock record had not been maintained for empties/ 
containers kept in stores and procedure for their disposal 
uad also not been laid down.

Delhi(e) Ashoka Mote, New

t e i . l S r ' f m p l S S . ’' ” ''''’ “ •

I'limiuire and filtings at various floors
° were not maintained.

('■") T h e ' s y s Z r ' o V r ' ' '  '^'^""'
miction b e t w L ^ c o n s -  
foctory with ret! J ?  ''* revenue was not satis-  ̂ regaid to renovation works.

(v) The unit was nnt la., •
ling department-)! scientific system for compi-
o f the [follji " covering various activities

sorvicos rendered by sueh d e p /r t n t S . ' ’'̂  products^r



{cl) H e a d q u a r te r s , T ra n sp o r t D iv is io n , M a d r a s  a n d
M o te l ,  P ro d u c tio n , P u b l ic i ty  a n d  M a r k e tin g  ‘l l  
P r o je c t  D iv is io n , S o n -e t-Iu in ie re , A u ran gabac  '
J a m m u  M o te !  a n d  D u ty  F ree S h o p s  o th e r  than i 
u n its  I D iv is io n  :

The accounting manual had not been

(N) In National Mineral Development Corporation
the property/plant registers had not been m aintained pi op y 
and reconciled with financial books (Head Oflice, ’
Kurnool, Emerald, Barajamda, Zinc Smelter, Feasibility Stud 
and Regional Office, Bombay).

(O) in Bharat Ophthalmic Glass Limited the
was following the accounting manual introduced y ) ' ' . . ' n n s  
Instruments Limited in January 1966. Additions and 
made in the procedure subsequently had not been incorpora

(P) In National Instruments Limited ;

(i) The accounting manual was incomplete as it 
contain alterations in the procedure which came 
force from time to time since the date o f its preparation
in January 1966.

(/(■) Cost and financial accounts were not reconciled.

(Q) The Hindustan Copper Limited Vas not having a unifoim  
system o f aceounting for all the units.

(R) In National Industrial Development Corporation Limi 
ted :

(/) Accounting system in use relating to lecoidmg 
consuittincy works wus inudcQUiitc.

iii) Duties and responsibilities o f
ging Director and Chief Consultant had no 
in detail.

(S) The Aceo„„,i„g Maneal rcqa.red S t a g
cover all sections o f Indian Oil Corporation Limited (Ma 
D iv ision -H ead  Office).
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a s s it I ^ e g is t e r s ^ S m J ‘®? Limited (Alloy Steels Plant) fixed

and the physical v e r if iS n  rlp?^''^^^^^

transfers o f ^setfw L e^^^f* Corporation Limited, inter-unit 
tained at various imits!^° ^corded jn property registers main-

q u a t r ^ m iS ^ i lo ^ ^  Corporation Limited ade-q are system did not exist for chasing and realisation o f  debts.

Farms Corporation o f India Limited nro- 
uction accounts were not maintained during the y ? f ^ ’ ^

r e n t e  f o r ^ S '  <^°’’P°''‘i‘'on Limited, the assets
did not S n ta in  ^^tings and equipment mostly
had not h^Pn details. In certain cases, the registers

Modern Bakeries (India) Limited (Bannalore nnitl
•he procedure for collecriou o f  debli was far from s S c t a y ? ’

accSts"as“ m '.fT “ a<°''*) Limited, reoondliatiou of
omce was n,̂ t eo' f  aPmpile<i at Head
.be^«.udi.„rcS b £ L  î 'SsrrS^:„1s:„‘!;'t:r “  S c ? a ”

C n its T w a s \o ? i?c te

(in) No^bnanpial adjustments o f  fish lost in transit was

(ZB) In National Coti i ^
(i) The svsiem f  '^'^velopment Corporation Limited;

for the p u r p o sV o f? H v ^  followed was not adequate 
r i  n  ^^'diting in depth.

not P o ss ib f  ̂ f v e r f f ' ' ! u ^  assets, it was
10 verify the different classes o f  fixed assets.
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(in) There was no effective system o f reconciliation b^ween 
cost as per financial records and costing records.

(ZC) In Cotton Corporation o f India Limited, there was no 
effective system o f  reconciliation o f  books by taking out periodical 
trial balances.

(ZD) The Finance Department o f  Fertilizers and Chemicals, 
Travancore Limited, was not able to provide all nei^ssary 
material required for auditing in depth, for want o f centralisation 
o f records.

(ZE) In National Textile Corporation Limited :

(0  There was no proper system o f the reconciliation o f  
books o f  accounts by taking out periodical trial balances. 

(«) The books o f  accounts o f  the Eastern Regional Office 
Calcutta had not been maintained properly.

(Hi) Q ish Book had not been maintained properly at the 
Southern Regional Office.

f  no manual outlining the scope and programme
ot work for internal audit in the following Companies ;

(/) Indo-Burma Petroleum Company Limited.
(ii) Sambhar Salts Limited.

(Hi) Hindustan Paper Corporation Limited.
(iv) Cashew Corporation o f India Limited.
(v) Hindustan Salts Limited.
(vi) Indian Motion Pictures Export Corporation Limited, 
(v/i) Indian Rare Earths Limited.

(viii) Goa Shipyard Limited.
(ix) Nagaland Pulp and Paper Company Limited.
(x) National Buildings Construction Corporation Limited.
(^i) Hindustan Zinc Limited.
ixii) Housing and Urban Development Corporation Limited. 
(M/i) Bharat Aluminium Company Limited.
(.xiv) India Tourism Development Corporation lamifed 

U sh o k a  Hotel, Akabar Hotel, Hotel Ashoka, Banga­
lore).
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<ja>) Water and power Development Consultancy Services 
(India) Limited.

(x i/)  Hindustan Steelworks Construction Limited. 
ixvii) Bharat Ophthalmic Glass Limited. 
ixrjii) National Instruments Limited.
(x/x) Hindustan Copper Limited.

(x.x) National Industrial Development Corporation Limited, 
(xx/) Engineering Projects (India) Limited.
(xxi7) Hindustan Antibiotics Limited.

{.XX//7) Indian Dairy Corporation.
(xxiv) Mogul Line Limited.
(xxv) Indian Petrochemicals Corporation Limited.

(xxvj) Hindustan Steel Limited (Alloy Steels Plant and Central 
Sales Organisation).

(xxvn) Machine Tool Corporation o f India Limited.
(xxv/u) Cochin Refineries Limited.

(xx/x) Rehabilitation Industries Corporation Limited.
(x.XA -) State Farms Corporation o f  India Limited.

(xxxO Hindustan Latex Limited.
(x.xx/7) Manganese Ore (India) Limited.

ixxxiii) National Research Developm ent Corporation o f India.
(xxx/v) Central Fisheries Corporation Limited.
(x.xAi) National Mineral Development Corporation Limited 

( ailadila Iron Ore Project— Deposits 5 and 14.

(0  Inclo-Burnna Petroleum Company Limited.
(n) Sambhar Salts Limited.'

(/7/) Hindustan paper Corporation Limited.
(/v) Indian Motion Pictures Export Corporation Limited.

h i)  B lm ra rA if Corporation o f  India Limited,
t w ?  ^ ' ; '» ‘n.um Company Limited. 
ivii) Water and P ow er

(India) Limited. opment Consultancy Services
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(via) Cochin Shipyard Limited.
(ix) Bharat Ophthalmic Glass Limited.
(x) Tungabhadra Steel Products Limited.

(xi) Engineering Projects (India) Limited.
(xii) Indian Dairy Corporation.

( x j / i )  M achine Tool Corporation o f India Limited.
(x/v) National Research Development Corporation o f India, 
(xv) Film Finance Corporation Limited.

(xv/) Cotton Corporation o f India Limited.

(BB) In Hidustan Salts Limited there was no effective system 
ot internal audit in existence.

(BC) In Fertilizers and Chemicals, Travancore Limited there 
was no proper Internal Audit Department. The small internal 
inspection team which functioned under the Finance Manager 
was not able to cover any area o f  accounting properly.

^ D )  In N ational Textile Corporation Limited Internal Audit 
Cell though in existence is not effective.

. , -(C ) In the following Companies the existing system o f  
internal audit was not considered to be comprehensive and 
adequate :

(?) N ational Small Industries Corporation Limited (Pondi 
cherry and Calcutta Branches).

(ii) State Trading Corporation o f India Limited (Bombay 
and Calcutta Branches).

(in) Handicrafts and Handlooms Exports Corporation ot 
India Limited (Head Office).

(A) Triveni Structural Limited.
(v) Bharat Heavy Electricals Limited (Hardwa-. Trichy 

and Hyderabad Units). r i r-
(W) Minerals and Metals Trading Corporation o f India 

Limited (Calcutta Branch).
(vh) Cement Corporation o f  India Limited.

(via) Hindustan Housing Factory Limited.
(?x) Hindustan Organic Chemicals Limited.
(x) Hindustan z in c  Limited.
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(xi) Indian Drugs and Pharmaceuticals Limited (Synthetic 
Drugs Plant).

(xii) National Instruments Limited.
(xiii) Bokaro Steel Limited.
(x/v) Hindustan Steel Limited (Central Transport and 

Shipping Organisation).
(xv) Fertilizer Corporation o f India Limited (Namrup, 

Barauni, Sindri and Trombay Units and Planning and 
Development Division).

(xvj) Hindustan Machine Tools Limited (other than Pinjore 
Unit).

(xvii) Hindustan Shipyard Limited.
(xviif) Neyveli Lignite Corporation Limited.

(x/x) Indian Oil Corporation Limited (Marketing Division—  
Eastern Branch).

(x.x) Central Fisheries Corporation Limited.
(xxi) National Coal Development Corporation Limited.
(xx/j) Mogul Line Limited.

(CC) In the following Companies, no internal audit was 
conducted ;

(i) Liibrizol India Limited.
(zj) National Mineral Development Corporation Limited 

(Calcutta Purchase Office, Head Office, Mussoorie, 
Kurnool, Emerald, Barajamda, Zinc Smelter, Feasibility 
Studies, Regional Office, Bombay and Panna Diamond 
Mining Project).

(hi) Hindustan Steel Limited (Rourkela Fertilizer Plant).
(;v) National Industrial Development Corporation Limited.

(CD) In Central Sales Organisation o f Hindustan Steel Limi­
ted, the internal audit programme for the year could not be carried 
out due to insufficient strength o f staff.

(CE) In the following Companies, internal audit programme 
was not fully completed by the Internal Audit Department :

(i) Indian Oil Corporation Limited (Marketing Division—  
Western Branch).

(«) Electronics Corporation o f India Limited,
(Jii) Hindustan Aeronautics Limited (Lucknow Division).



{iv) Hindustan Antibiotics Limited.
(v) Hindustan Machine Tools Limited (Pinjoic n'

(vi) Hindustan Shipyard Limited.
(v/7) Neyveli Lignite Corporation Limited.

{yiii) Heavy Engineering Corporation Limited (Hea qu'

(/x) Hindustan Photo Films Manufacturing ompat 
Limited.

(CF) In Hindustan Steel Limited (Bhilai Steel 
Rourkela Steel Plant) the internal audit 
fully kept up. However, certain items not included 
programme were taken up.

In Fertilizer Corporation o f India Limited 
Marketing Zone) the programme for internal auditw asn  
kept up due to inadequacy o f staff.

(CH) In M ining and Allied Machinery Corporation 
the comprehensive programme envisaged in the 'nlcm al ai 
manual could not be followed due to inadequacy of expcricneeu 
staff.

(Cl) In Heavy Eleetricals (India) Limited :
(0  The Internal Audit Department required to be su e g 

thened.
(n) The points raised by Internal Audit Department were 

not properly attended to.

(CJ) In Indian Drugs and Pharmaceuticals f  JoJllts' 
t'c Drugs Plant) no action was taken on some ot the points 
■̂ nised by internal audit.

(CK) In Hindustan Steelworks Construction Limited, internal 
audit required to be intensified.

In India Tourism Development Corporation
(Ashoka H otel) the points thrown up by internal au 
been considered by the man incment.

{CM) J „  Ccmral R„ad Transport C o r p o r a te  ^  
terna audit o f  Head Ohicc and d m U ram nie laid
strictly in accordance with the instructions and pi g 
down in the M anual o f Internal Audit.
S/33 C&AG/75—3

27



(CN) In Garden Reach Workshops Limited, internal audit 
had not been extended to Marine Diesel Engine Project.

(CO) In Heavy Engineering Corporation Limited (Heavy 
Machine Tools Plant and Foundry Forge Plant), the coverage 
by internal audit was not adequate.

(CP) In Neyveli Lignite Corporation Limited some o f the 
important points thrown up by internal audit were not fully 
considered by the Management.

(CQ) In Hindustan Latex Limited :

(0  There was inordinate delay in taking appropriate 
action on the observations o f internal audit.

(//) Emergency purchases for packing material o f  huge 
quantities had been made without inviting fresh quota­
tions.

2 8

(CR) In Hindustan Steel Limited (Central Sales Organisation) 
there was delay in some cases in taking action on internal audit 
reports.

(CS) In National Mineral Developm ent Corporation Limited 
(Bailadila Iron Ore Project—Deposits 5 and 14) existing system  
o f internal audit was not elfective due to lack o f staff.

(CT) In State Farms Corporation o f India Limited, certain 
important points thrown up by internal audit were pending for 
necessary action.

(CU) In Instrumentation Limited, records kept at some o f  
the sites and regional offices were not checked by internal audit.

National Small Industries Corporation Limited 
(Bombay Branch) there was" need to conduct internal audit in a 
more elaborate manner and in depth.

(CW) In Sambhar Salts Limited there was lack o f internal 
contiol/procedural defects in accounts in certain cases.

(CX) In Hindustan Paper Corporation Limited there was no 
{fUrchase procedure.
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3(A) In the following Companies there were variations 
between budget estimates and actuals :

O') Indo-Burma Petroleum Company Limited (Electronics/ 
Manufacturing Division—Revenue and sales Budgets, 
Delhi Branch—Capital and Revenue Budgets and 
Calcutta Branch— Capital Budget).

(h) Export Credit and Guarantee Corporation Limited 
(Revenue Budget).

(jit) Handicrafts and Handlooms Exports Corporation of 
India Limited (Head Office and Madras Branch).

(iv) ^ate Trading Corporation o f India Limited (Head 
Office, Madras, Calcutta and Bombay Branches and 
Wig India Madras.

(v) Hindustan Salts Limited.
(vi) National Small Industries Corporation Limited (Madras 

Branch).
(vii) Mazagon Dock Umited.
(via) Hindustan Aeronautics Limited (Nasik, Kanpur, Hy- 

aerabad, Koraput and Bangalore Divisions).
(ix) Cement Corporation of India Limited.
(^) Bharat Heavy Electricals Limited (Hardwar, Hyderabad 

and Trichy units).
(xi) Minerals and Metals Trading Corporation o f India 

Limited (Calcutta Region).
(xii) Hindustan Housing Factory Limited.

(xiii) Lubrizol India Limited.
(xiv) Indian Rare Eai:ths Limited.
(^v) Bharat Dynamics'^Limited.

(xvi) Goa Shipyard Limited. 
yxvii) Hindustan Organic Chemicals Limited.

(xviii) Electronics Corporation o f India Limited.
(.xix) Indian Drugs and Pharmaceuticals Limited (AntiffioPW

P ant. Synthetic Drugs Plant, Surgical Instruments 
'lant and Marketing Division).

(xx) Water and Power Development
(India) Limited. *  ̂ :

(xxi) Hindustan Steel Limited (Ccntrah 
O rga«is„b„, Bhila, Steal Plant,

' k
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Rourkela Fertilizer Plant, Central 'I'ranspoit and 
Shipping Organisation, A lloy Steels Plant and Dlirgapilf 
Sicel fliiiii),

{XXil) Frojeels and E(,]viipineiit Corporation of India Liiiiited. 
{xxiii) Indian Oil Coporation Limited :

(a) Marketing Division (Western Branch in Capital 
and revenue budgets; Northern Branch in Capital 
budget, Southern Branch and Head Office).

(b) Refineries and Pipelines Division (Gujarat Refinery 
in revenue budget and Koyali Ahmedabad Products 
Pipeline).

(xxiv) Fertilizer Corporation o f India Limited (Namrup, 
Haldia, Barauni, Talcher and Sindri Units, Eastern 
Marketing Zone and Fertilizer Promotion Agricultural 
Research Centre).

(xxv) Bharat Heavy Plate and Vessels Limited.
(xxvi) Bharat Ophthalmic Glass Limited (capital and revenue 

budgets).
{xxvii) National Instruments Limited (capital and revenue 

budgets).
{xxviii) Hindustan Cables Limited (capital budget).
(xxix) Hindustan Copper Limited (capital budget).
(xxx) Housing and Urban Development Corporation Limited, 

(xxv/) Tungabhadra Steel Products Limited.
{xxxii) Praga Tools Limited.

(xxxiii) Bharat Earth Movers Limited.
(xxxiv) Bokaro Steel Limited.
{xxxv) India Tourisnr Development Corporation Limited 

[Hotel Ashoka (Bangalore), Ashoka Hotel, Head­
quarters, Transport Division, Madras and Hassan 
Motel, Production, Publicity and Marketing Division, 
Project Division, Son-et-Lumiere, Aurangabad Hotel, 
Jammu Motel and Duty Free Shops other than Madras 
units.]

(xxxvi) Hindustan Antibiotics Limited.
(xxxvii) National Newsprint and Paper Mills Limited (revenue 

and capital budgets).
(xxxriii) Instrumentation Limited.
(xxxix) Machine Tool Corporation o f India Limited.



m  A I M  MscMners C o tp w w w  H o— -
(^//) Niltipnjl] Scpds Corporation LunUcd.  ̂ ’I 1

I n d i a n  P fe tro c lie m iG a ls  C o r p o r a t i o n  L llT litfd  (

Butlgct). , j
{xliii) Central Inland Water Transport corporation  u m .ted . 
{xliv) Rehabilitation Industries Corporation Limite .
{xlv) Hindustan M achine T ools Limited.

(xlvi) Central R oad  Transport Corporation Limited.
(xlvii) Garden R each W orkshops Limited.
(xlviii) State Farms Corporation o f  India Limited.

(xlix) N ational M ineral Developm ent Corporation Limite . 
(/) M odern Bakeries (India) Limited (Bangalore unit in 

respect o f  capital budget and Madras unit).
(//) N ational Projects Construction Corporation Limited. 

(//(■) M anganese Ore (India) Limited (except for production  
budget).

Uiii) National Research Developm ent Corporation o f  India, 
(/(v) Neyveli Lignite Corporation Limited.
(/v) Rural Electrification Corporation Limited.
{hi) Hindustan Shipyard Limited.

{Ivii) Central Fisheries Corporation Limited.
{hiii) National Coal D evelopm ent Corporation Limited.

{lix) Uranium Corporation o f  India Limited (capital, revenue 
and sales budgets).

{lx) Film Fii'.Lince Corporation Limited.
{Ixi) Bharat Electronics Limited.

{Ixii) Heavy Engineering Corporation Limited (Foundry  
Forge Plant, Heavy M achine Building Plant, Head­
quarters and Township).

{Ixiii) National Industrial Developm ent Corporation Limited. 
{Ixiv) National Textile Corporation Limited.
(/xv) Hindustan Photo Films M anufacturing Company  

Limited.

(A A ) In Fertilizer Corporation o f  India Limited (Sindri 
Unit), cost o f  production o f all major products was higher than 
the estimates. '
S/33 C&AG/75—4
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( M a S  S n c M ^ H i Corporation o f  India Limited
budget so as to system o f  preparing sales
uuoget so as to compare actual performance thereagainsL

(BB) In Sambhar Salts Limited :

ta u l w f t f  t f  in budget estimates did not
S- L d i i t  I" financial books. Comparison  
not S i b l f  therefore,

estimates were approved by the 
Boarf o f  Directors after the close o f  the financial

a c t u a l ^ p e r f b r m a n c e ' w a s ^ L i m i t e d  (Hyderabad unit) 
and sales budgets watched against the capital, revenue

sciemific sysfenf no
prepaiing capital and revenue budgets.

budgets^ vverê prê ^̂ ^̂  ̂ Steelworks Construction Limited, the 
picpaicd towards the close o f  the year.

year were not%^eplu-cd”m advaT'e^*’ budget estimates for the

t tS a c T u r in ^ ^ S lS ™  Limited (Electronics/
I/A I c ^  t ) ‘v'sion— production budget).

ch erry" B rcS )’ ^"" '̂' t̂ries Corporation Limited (Pondi-

S e l  ?3iviSon'’”c i!‘” " Limited (Head Office o f  Re- 
North West Rpfin. Ltew Delhi and

inery—revenue and capital budgets).

(D ) In Water and Pow^r r»„ 1
(India) Limited, budgets Consultancy Services
details. ti^w n up with adequate
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j (E) 111 Fertilizers and Chemicals, Travancore 
udgets were not prepared sufficiently in advance.

33

Limited,

„ The targets o f  production were not achieved in respect 
I the following Companies :

(0  Hindustan Salts Limited (Kharagoda unit)'.
(ii) Triveni Structurals Limited.

(iii) The State Trading Corporation o f India Limited.
O’v) Cement Corporation o f India Limited (Kurkunta 

Plant).
('’) Bharat Heavy Electricals Limited (Hard war, Trichy 

and Hyderabad units).
(''0 Hindustan Housing Factory Limited (in Vayutan, 

Woodwork and Railway Sleepers Departments).
(vtV) Lubrizol India Limited.

{via) Indian Rare Earths Limited (most o f the products).
{ix) Hindustan Organic Chemicals Limited (in certain 

cases).

(x) Heavy Electricals (India) Limited.
(xi) Electronics Corporation o f India Limited (in certain 

cases).

(x«) Indian Drugs and Pharmaceuticals Limited (Surgical 
instruments Plant, Synthetic Drugs Plant and Antibio- 

, , Plant— in number o f cases).
^lii) Modern Bakeries (India) Limited (Kanpur unit).

■̂'1’) Madras Fertilizers Limited (in Ammonia and Urea). 
Hindustan steel Limited (Central Coal Waslieries 
urgamsation, Bhilai Steel Plant, Rourkela Steel Plant, 
Kourkela Fertilizer Plant, Alloy Steels Plant and 

(XV/) Steel Plant).
T'orporation o f India Limited (Planning '<■ 

anri ^®P^cnt Division, Namrup, Nangal, Sindri in 
(win  H T ’̂ '^Pbay unit (in urea).
(xi.U  Hindustan Cables Limited.

II/) ungabhadra Steel Products Limited (in some cases). 

Irv/) T Antibiotics Limited (in certain ettses).
1 Instrumentation Limited (in a few major products).

and
nits



• • ^
(xxii) Indian Oil Corporation Limited (in certain cases in 

Gujarat Refinery).
(xxiii) Madras Refineries Limited.
(xx/v) Fertilizers and Chemicals, Travancore Limited (the 

Management had no reasons to offer for the variations).
(xxv) Hindustan Aeronautics Limited (Bangalore Division  

in some cases).
(xxvi) Hindustan’̂ Machinc Tools Limited (Units I, H, LV and 

V, Watch“ Factory and Pinjore Unit).
{xxvii) Hindustan Shipyard Limited.

(xxv/ii) Garden Reach Workshops Limited (in some cases). 
(xxix) State Farms Corporation o f India Limited (in some cases)-
(.v.vx) Heavy Engineering Corporation Limited (H ^ v y  Ma­

chine Tools Plant, Heavy Machine Building Plant and 
Foundry Forge Plant).

(xxxi) Neyvdli Lignite Corporation Limited.
(xxxii) National Seeds Corporation Limited (in most cases).
(xxxiii) Bharat Electronics Limited (in some cases).
{xxxiv) Hindustan Photo Films Manufacturing Company Limi­

ted.

(AA) In Sambhaf Salts Limited and Hindustan Antilfiotics 
Limited, sales targets were not achieved in a number of products.-

(AB) In Indo-Burma Petroleum Company Limited, pro­
duction targets for major products were not fixed (Electronics/ 
Manufacturing Division).

4(B) In the following Companies there was ho regular costing 
System in operation ;

((■) Lubrizol India Limited.
(a) India Tourism Development Corporation Limited 

(Akbar Hotel and Hotel Ashoka, Bangalore).
(Hi) Water and Power Development Concultancy Services 

(India) Limited.
(/v) Bharat Ophthalmic Glass Limited.
(v) National Seeds Corporation Limited.

(i-/) Central Fisheries Corporation Limited.
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_(BB) In the following Companies, standard costs for various 
main products had not been fixed ;

(i) Indo-Burma Petroleum Company Limited (Electronics/ 
Manufacturing Division).

(ii) Cement Corporation o f India Limited (Kurkunta).
(Jii) Bharat Heavy Electricals Limited [Hyderabad unit

(switchgear), Hardwar unit and Trichy unit].
(tv) Hindustan Zinc Limited.
(v) Indian Drugs and Pharmaceuticals Limited (Surgical 

Instruments Plant).
(v<) Hindustan Cables Limited.

(vii) National Newsprint and Paper Mills Limited.
(vi7/) Indian Oil Corporation Limited (Refineries Division— 

Gujarat Refinery and Marketing Division—Southern 
Branch).

(tx) Mining and Allied Machinery Corporation Limited.
(x) Heavy Engineering Corporation Limited (Heavy Ma­

chine Tools Plant).
(x/) Neyveli Lignite Corporation Limited (except geneiation 

of power),
(xii) Uranium Corporation o f India Limited (Uranium 

Ore and Uranium Concentrates).
(xiii) Hindustan Steel Limited (Central Coal Washeries 

Organisation—washed coal) .

(BC) In the following Companies standard costing system 
had not been introduced :

(/) Hindustan Aeronautics Limited (Nasik Divifion, 
Kanpur Division, Hyderabad Division, Koraput Divi­
sion and Bangalore Division).

(ii) National Mineral Development Corporation Limited 
(Kiribiirii [ron Ore Project).

(Hi) Bharat Dynamics Limited.
t/v) Bharat Earth Movers Limited (Earth Movers Division).
(') Madras F'ertilizers Limited.

(r;) Indian Oji Corporation Limited (Gauhati Retineiy 
and Barauni Rcrmcry).

(vH) Bharat Electronics Limited.
(''Hi) Hindustan Antibiotics Limited,
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(ix) Central Inland Water Transport Corporation Limited.

(BD ) In Sambhar Salts Limited :
(/) Rejections in production were not reported.

(/;■) There were variations between actual cost and estimated 
cost o f  production and reasons for variations were not 
investigated.

(BE) In Indo-Burma Petroleum Company Limited (Electro- 
nics/Manufacturing Division) :

(/) Records were not maintained for determining the 
rejections in production as well as the return o f  goods 
rejected by customers. °

(n) Accounts indicating the cost o f  each unit o f  major nro- 
ducts were not prepared. ^

m Hindustan Organic Chemicals Limited, Hindustan  
M achine T ools Limited (Units I, II & l y  and Piniore uniti 
actual cost o f  production was more than the standard costs 
fixed by the management.

(BG) In Heavy Electricals (India) Limited and Machin^^ 
T ool Corporation o f  India Limited, there were v a r i a f i o n s S e n  
the standard costs and actual costs o f  prodiiclioS in certain cases.

(BH) In Indian Drugs and Pharmaceuticals Limited:

(/) Rejections were on the high side (Antibiotics plant).
(/■/) The actual cost was much more than the star dai d cosi 

(Antibiotics Plant and Synthetic Drugs Plan in respect 
ol certain items). ^

(B l) In Modern Bakeries (India) Limited, reiectir>n o f  wun 
bread liad been much higher as compared to standard fiv n ? 
D elh i and Kanpur U nits. - ‘ nxcd at

36

(BJ) In Bharat Heavy Plate and Vessels i indt^d . . - i n  
estimates were not prepared before submitUnJ fJ ® X '’^T^^^ 
maintenance o f  costing records also needed improvement

(BK) In National Instruments Limited, ih -... j , 
com pilation o f  actual costs for closed jobs. ^



(BL) In Hindustan Cables Limited, reporting o f scrap arisings 
was not satisfactory as the physical quantity o f  scrap was found 
to be Jugher than the reported quantity o f scrap.

(BM) In Mining and Allied Machinery Corporation Limited:

(0  Total cost o f  production o f each shop was worked 
out but there was no system o f job costing.

(ii) In the absence o f  appropriate costing records, manu­
facturing account was not drawn up.

(BN) In Fertilizers and Chemicals, Travancore Limited: 

(0  The costing system in vogue was considered inadequate. 
(n) The actual costs were higher than the standard costs

and the management had no reasons to offer for the 
variations.

(BO) In Rehabilitation Industries Corporation Limited:

of^co for improvement in the existing system
*0*

(//) Standard costs o f  some products had not been fixed.

Shipyard Limited, the following defects 
existed m the costing system:

(/) Estimates were not prepared in accordance with the 
details o f  jobs available for cost accounting purposes.

(ii) Comparison between estimates and actuals was not 
possible as estimating was done on a very broad basis 
for the ship as a whole and not by jobs.

(Hi) Certain important recommendations made by the Chief 
Cost Accounts Officer o f  the Government o f India for 
improving and modernising the costing system had no 
been fully implemented.

(/i;) Standard costs o f products had not been established.

(BQ) In State Farms Corporation o f India Limiied. tlieie 
was no effective system o f cost a c c o u n t s .

(BR) In Hindustan Latex Limited, the percentage o f rejectimis
in production was higher than the standard 
percentage for wastages in—production had been i
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(BS) In Garden Reach Workshops Lim ited:
(/) There was no regular system o f  reconciliation o f  cost 

booked on the basis o f predetermined rates and the 
actual expenditure booked in  the financial accounts.

(ii) The Company did not prepare any manufacturing 
account.

(in) The Company did not maintain records for determining 
rejections in production except in the Foundry Shop 
and Timber Workhsop.

(/v) N o  norms for rejections were ik ed  in respect o f  Foundry 
and Timber Workshop. Rejections in Ferrous and non- 
ferrous metals in Foundry were 13.29 per cent and 
20 per cent respectively. In Timber Workshops the 
percentage o f  rejection was 40.17.

(v) There were variations between .standard and actual 
costs o f  pump components for which standard cost 
had been fixed.

r. In Heavy Engineering Corporation Limited (Foundry 
r e S s ^ ^ " ^  deficiencies in the maintenance o f  costs

(BU) In Electronics Corporation o f India Limited:

(i) N o consolidated statements showing quantity-wise 
output and rejections were drawn up.

(m) Product-wise break-up o f  turnover had not been worked

U m h e d ;‘" “ “"“fw u rin g  Company

(/) The rejections were more than the standards.

di’r d 'S sf was higher than ihe stan-

4(C) In the following Companies there wa« n,. t r
ascertaining idle tune for labour and m a c L /n  system o f
reasons therefor: ‘“cnincry specifying the

(/) Sambiuir Salts Limited.
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Qi) Indo-Burma Petroleum Company Limited.
(iii) National Mineral Development Corporation Limited 

(Panna Diam ond M ining Project).
(fv) Lubrizol India Limited.
(v) Indian Rare Earths Limited (Minerals Division).
(vi) Goa Shipyard Limited.

(v/7) Hindustan Z inc Limited.
(r/ii) Heavy Electricals (India) Limited (for machinery).
(_ix) Electronics Corporation o f India Limited (For machinery 

and in some o f the divisions for labour also).
(x) Indian Drugs and Pharmaceuticals Liinited (Synthetic 

Drugs Plant, Antibiotics Plant and Surgical Instruments 
Plant for machinery only).

(xi) Modern Bakeries (India) Limited (Delhi, Kanpur and 
Hyderabad units).

(xii) Hindustan Steelworks Construction Limited (for 
labour),

(xiii) Hindustan Steel Limited [Rourkela Steel Plant (for 
labour)].

(xh^ National Instruments Limited (for machinery).
(xv) Hindustan Aeronautics Limited (Hyderabad Division— 

for machinery).
(xvi) Fertilizer Corporation o f India Limited (Planning and 

Developm ent Division).
(xvii) Hindustan Antibiotics Limited (for labour).

{xviii) Indian Oil Corporation Limited:

(a) Refineries and Pipelines
Refinery (Except m f.-fB ^ram if-K anpur
Gauhati Refinery and P in -liiL -
Pipelines and Gauhati Siligun Products P p
(for labour). .

(&) Marketing Division— Sourthern Branc i

(xix) Manganese Ore (India) Limited
(xx) National Coal Development Corpoi

(machinery.) . . .  __
(x.v/) Bharat Electronics Limited (Components D iusioi 

for machinery).
S/33 C Sc ^g /75-5



(xxii) State Trading Corporation o f India Limited fWie 
India — for labour)

(xxiii) Mining and Allied Machinery Corporation Limited.
(xx/v) Central In’and Water Transport Corporation Limited 

(for machinery)
(xxv) Fertilizers and Chemicals, Travancore Limited.

(CC) In Hindustan Steel Limited no record for idle time for 
labour was maintained (Central Coal Washeries Organisation)

(CD) In Rehabilitation Industries Corporation Limited there 
was no adequate system o f recording idle time o f men and 
machinery.

(CE) In State Farms Corporation o f India Limited there was 
no effective system o f ascertaining idle time for laboiu and 
machinery.

4(D) In the following Companies the Consumption o f raw 
materials was more than the standards/estimates •

(0  Hindustan Housing Factory Limited 
(/i) National Buildings Construction Corporation Limited. 

(///) Indian Drugs and Pharmaceuticals Limited (Synthetic 
Drugs Plant and Antibiotics P la n t-in  certain cases)

(iv) Hindustan Steel Limited (Rourkela Steel Plant and 
Rourkela Fertilizer Plant).

(v) National Instruments Limited.
(v/) Hindustan Cables Limited.

(vii) Fertilizer Corporation o f India Limited (Sindri Unit) 
(vm) Hindustan Machine Tools Limited (Pinjore Unit) 

(/X) Nalional Newsprint and Paper Mills Limited (News-

(x) Hindustan Photo Films Manufaot„rino r-Limited. ‘uiacturing Company

(D D ) In Indo-Burma Petroleum Comnanv r ; /c i  . 
nics/Manufacturing Division) c o n s u m S !  
materials for manufacture o f major products 
budgeted had not been compared. P'°^»^tsand the quantity
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(DE) In Bharat Heavy Electricals Limited (Hardwar Unit) 
there were no norms for the consumption o f materials and com­
ponents.

(DF) In Lubrizol India lim ited  the Standards o f raw materials 
■consumption determined by the Collaborators had been exceeded 
in certain cases.

(DG) In Goa Shipyard Limited, Consumption of materials 
had generally exceeded the estimates, specially in case of cons­
truction o f tugs.

(DH) In Electronics Corporation o f India Limited, standards/ 
norms tor consumption o f major raw materials for manufacture 
o major products were not available for comparison with the 
actuals.

la  National Buildings Construction Corporation Limi- 
ed, there was excess consumption o f certain materials over the 

theoretical norms.

f  Tungabhadra Steel Products Limited, consumption
s eel was more than the estimates in the case o f completed 

jobs.

(DK.) In Hindustan Antibiotics Limited;
0 ) Standards for consumption o f major raw materials for 

manufacture o f  major products had not been compared 
with the actuals during the later part o f  the year.

(//) Norms o f consumption for services like power etc. had 
not been fixed.

(DL) In Instrumentation Limited, quantitative comparison 
between the projected estimates o f  consumption o f raw materials 
and actual consumption had not been made.

(DIVI) In Machine Tool Corporation o f India Limited, 
comparison o f standard consumption with actual consumption 
o f materials on the production o f  a particular machinery had not 
been done.

(D N ) In National Projects Consutruction Corporation 
Limited, actual consumption o f materials was not compared 
with the estimated consumption. N o reconciliation was made in 
respect o f  materials acquired from project authorities.
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PROFIT AND LOSS ACCOUNT

5(A) In ths following Companies the selling prices were less 
than the cost o f  production/procure^ent;

(/) Handicrafts and Handlo6ms Exports Corporation of 
India Limited.

(h) Cement Corporation of India Limited (Kurkunta 
Plant).

(jii) Heavy Electricals (India) Limited (in certain cases).
(/)') Indian Drugs and Pharmaceuticals Limited (Surgical 

Instruments Plant, Synthetic Drugs Plant and 
Antibiotics Plant—in number o f cases).

(v) National Mineral Development Corporation Limited 
(Kiriburu Iron Ore Project).

(I'O Madras Fertilizers Limited (In urea).
(v/7) Hindustan Steel Limited (Bhilai Steel Plant, Rourkela 

Steel Plant Rourkela Fertilizers Plant, Alloy Steels 
Plant and Durgapur Steel Plant)

(.nii) Bharat Heavy Plate and Vessels Limited (fabricated 
equipment). '

{ix) National Instruments Limited.
(x) Praga Tools Limited.

(x/) Bokaro Steel Limited (except crude tar)
(xu) N^im ial Small Industries Corporation Limited 

(P.T.C., Okhla).
(xh7) Cochin Refineries Limited
(xiV) Ferilizer Corporation o f India Limited ISindri Unit 

(major products) and Trombay unit (Urea only)J.
(XV) Central Inland Water Transport Corporation Limited

(xvO Fertilizers and Chemicals, Travancore Limited (in 
majority o f products). '■

{Kvii) Garden Reach Workshops Limited.
(xv/77) Heavy Engineering Corporation t jmited tHPouv 

Machine Tools Plant, Foundi-y Forge PUn and 
Heavy Machine Building Plant). ® “

{xix) Noyveli Lignite Corporation Ltd.

(XX) National Coal Development Corporation Limited
(XX/) Bharat Heavy Electricals Limited (Hardwar Unit-in 

respect o f electrical machines).



(xxii) Hindustan Antibiotics Limited (in certain cases).
(xxiii) Machine Tool Corporation o f  India Limited.
(.vx/v) Rehabilitation Industries Corporation Limited (in most 

cases).
{xxv) Hindustan Photo Films Manufacturing Company 

Limited.

(B) In Hindustan Machine Tools Limited, comparative 
statements o f  selling prices and cost o f production were not pre­
pared regularly (Pinjore Unit).

■ J'ldo-Burraa Petroleum Company Limited, (Electro-
nic^/Manufacturing Division) comparison between selling price 
and cost o f  production was not possible due to lack o f proper 
records.

(D ) In Triveni Structurals Limited, the cost o f production 
exceeded the contracted or tendered prices.

• Madras Refineries Limited, a sum o f Rs. 9,65,665 was 
paid owards demurrage on shipments o f  crude oil.

(F) In Hindustan Steel Limited;

(/) Substantial amount was paid as demurrage for loading 
and unloading o f wagons at plant site (Rourkela Steel 
Plant and Rourkela Fertilizer Plant).

(//) Incidence of demurrage was high during the year 
(Durgapur Steel Plant).

(«7) The payment o f  demurrage and wharfage was on the 
high side (Central Sales Organisation).

(G) In Fertilizers and Chemicals, Travancore Limited, no 
proper procedure was followed for write off o f  bad debts and 
stock shortages.

B A LA N C E S H E ET

6(A) In the following Companies maximum and minimum 
limits o f stores/spares had not been fixed:

(/) Sambhar Salts Limited (in many cases)
(//) The Indo-Burma Petroleum Company l.imitcd (Except 

for items relating to maintenance o f pumps and pump 
tanks)
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{Hi) Hindustan Salts Limited.
(iv) Madras Refineries Limited (for about 50 per cent o f  

items).
(v) Hindustan Aeronautics Limited (Nasik and Kanpur 

Divisions).
(v/) National Mineral Development Corporation Limited 

[Panna Diamond Mining (in a few items) and 
Kiriburu Iron Ore Projects].

{vii) Cement Corporation o f India Limited.
{via) Bharat Heavy Electricals Limited (Hardwar Unit).
(ix) Hindustan Housing Factory Limited (in respect o f  

electrical tools, spares o f  motor vehicles and ball­
bearings).

(.v) Indian Rare Earths Limited (Minerals Division).
{xi) Indian Oil Corporation Limited :

(a) Marketing Division-Western and Eastern Branches..
(b) Refineries and Pipelines Division—(/) Gauhati, 

Refinery (for stores in most o f the cases)
(ii) Gauhati-Siliguri-Poducts Pipelines.

{xii) Goa Shipyard Limited.
{xiii) Modern Bakeries (India) Limited.

(fl) Bombay Unit (Other than raw Materials).
(6) Madras Unit (stocks and spares other than raw 

materials) .
(c) Delhi Unit.
(d) Hyderabad Unit.

(x(v) Hindustan Zinc Limited (in most cases).

(xv) Electronics Corporation o f India Limited.
(xvi) Indian Drugs and Pharmaceuticals Limited (Surgical 

Instruments Plant, Synthetic -Drugs Plant and Anti­
biotics Plant—in most cases).

(xvii) India Tourism Development Corporation Limited 
[Ashoka Hotel (for serveral items), Akbar Hotel, Hotel 
Ashoka, Bangalore—, Head-quarters, Transport D ivi­
sion, Madras and Hassan Motel, Production, Publicity 
and Marketing Division, Project Division’ Son-et 
Lumiere, Aurangabad Hotel, Jammu Motel and Duty  
Free shops other than Madras Units/Division]



{xviii) Hindustan Steel Limited B&C class
[Central Coal W ashenes Organisation for ^  cia 
o f  items) A lloy Steels plant (spares only) and Durg p 
Steel plant (except for high value items)].

(xix) Hindustan Steel-works Construction Limited.
(XX) Bharat Heavy Plate and Vessels Limited (m respec 

o f  items o f general stores).
(xxi) Instrumentation Limited (in respect o f  mos o 

items).
(xxii) Machine Tool Corporation o f India Limited.

(xxiii) National Seeds Corporation Limited. . •(. h
(xxiv) Central Inland Water Transport Corporation Limi e .

(X.VV) Fertilizers and Chemicals, Trayancore
in respect o f  a small portion o f  machinery S
stores). • ,1

(xxvi) Rehabilitation Industries Corporation Limite .
(xxv/0 Central Road Transport Corporation Limited.

ixxviii) State Farms Corporation o f India Limited.
(xx<x) Heavy Engineering Corporation Limited snares)
 ̂ Tools P la n t- in  respect o f  9 out o f  23 groups o f spares).

(xxx) Neyveli Lignite Corporation Limited.
(xxxi) Hindustan Latex Limited.
ixxxii) National Research Development Corporation o 

(xxxnO Bharat Electronics Limited. r^„,nanv
(xxxiv) Hindustan Photo F^m®

Limited (in respect o f  about 24 per cent 
inventory holdings).

(AA) In Hindustan Antibiotics Limited, ";;|̂ ™ ”g^es‘'w trn o" t 
mum limits for some o f the items o f stores ( -fg though
fixed while in the case o f  some other items, t 
fixed, were not observed.

6(B) In the following Companies there system
o f determining periodically surplus/userviceable stor .

(i) Sambhar Salts Limited.
(ii) Hindustan Zinc Limited. imited
(Hi) Central Inland Water Transport Corpora
(iV) State Farms Corporation o f India Limitec.
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(v) India Tourism Development Corporation Limited 
[Akbar Hotel (except for linen and blankets) Head­
quarters, Transport Division, Madras and Hassan Motel, 
Production, Publicity and Marketing Division, Project 
Division, Son-et-Lumiere, Aurangabad Hotel, Jammu 
Motel and Duty Free Shops other than Madras-Units/ 
Division].

(BB) In Bharat Heavy Electricals Limited :

(i) Stores and spares valuing Rs. 21.29 lakhs had not moved 
for 3 years and more (Trichy Unit).

(/i) Stores valuing Rs. 85.95 lakhs had not moved for 3 
years and more (Hyderabad Unit).

(BC) In Indian Drugs and Pharmaceuticals Limited ;

(/) Rav̂ f materials and stores and spares valuing Rs. 7.33  
lakhs and spares for plant and machinery (imported) 
valuing Rs. 17.07 lakhs at Synthetic Drugs Plant, stores 
and spares o f the value o f Rs. 2 .84  lakhs at Surigcal 
Instruments Plant and raw materials, stores and spares 
valuing Rs. 11,50 lakhs at Antibiotics Plant had not 
moved for the last three years and above. As on 31st 
March, 1973 Antibiotics Plant was carrying surplus 
inventory o f  the value o f Rs. 22.66 lakhs which was 
awaiting disposal.

(;7) There was heavy stock o f imported raw materials valuing 
Rs. 44.89 lakhs against an annual consumption o f  
Rs. 3 .59 lakhs (Surgical Instruments Plant).

(BD) In Modern Bakeries (India) Limited stores and spares 
had been accumulated in excess o f reasonable requirements at 
Delhi and Kanpur Units.

(BE) In Fertilizer Corporation o f .India Limited :

(/•) Accountal and adjustment of stores received was not 
proper (Namrup Unit) .

(//) Surplus stores as on 31st March, 1973 amounted to
o f the value o f

Rs. 35.70 lakhs pertained to 1967-68 and earlier years. 
Moreover, no detailed assessment had been made o f the 
stores valuing Rs. 109.88 lakhs to find out the extent 
o f surplus items (Sindri Unit).



(in) The value o f  stores declared surplus amounted to 
Rs. 31.83 lakhs (Trombay Unit).

(BF) In Hindustan Steel Limited, the value o f  stores declared 
surplus or unserviceable during 1970-71 to 1972-73 but not dis­
posed o f  amounted to Rs. 128.29 lakhs (Durgapur Steel Plant).

(BG) In Fertilizers and Chemicals, Travancore Limited 
procurement o f  stores was not done on scientific basis. 
In several cases, stores in excess o f reasonable regquirement were 
accumulated. The stores in hand included stores valued at nearly 
Rs. 40 lakhs which had been carried forward for over 10 years.

(BH) In Rehabilitation Industries Corporation Limited the 
system o f  procurement and disposal did not ensure that :

(0  stores in excess o f  reasonable requirements did not 
accumulate, and

(») the amount o f  surplus and unserviceable stores was 
disposed o f  without delay.

(BI) In State Farms Corporation o f  India Limited, no pricing 
wM done for stores issued for consumption. Instead, the value 
o f the closing stock was determined and the balance (i.e. opening 
balance plus purchases minus closing stock) was shown as 
consumed.

(BJ) In Heavy Engineering Corporation Limited :

(0  The system o f  procurement and disposal o f  stores was 
not geared to match production and maintenance needs 
avoiding accumulation o f raw materials and stores 
in excess o f  reasonable requirements o f  maintenance 
and production (Heavy Machine Tools Plant).

0 0  System o f  procurement and disposal o f  stores was 
not so phased or co-ordinated so as to prevent accumu­
lation o f  stores in excess o f  reasonable requirements 
(Foundry Forge Plant).

(lii) Stores/spares o f  the value o f  Rs. 21,58 lakhs had not 
moved for three years and more (Foundry Forge Plant).

(iv) T h e r e  w a s  h e a v y  a c c u m u l a t i o n  o f  s t o c k  o f  s t o r e s  (Heavy 
M a c h in e  B u i ld in g  Plant).

(BK) National Projects Construction Corporation Limited, 
no review was conducted o f slow-moving and dormant items o f  
stores. A  list o f  surplus stores had also not been prepared.
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(BL) In Hindustan Latex Limited :
(r) N o Procedure had been evolved for determining the- 

quantity o f unserviceable stores/spares.
(ii) Huge stocks of packing materials and chemicals 

were being held for periods ranging from 12 to 30 months^ 
These stocks were more than normal consumption 
requirements.

(BM) In National Research Development Corporation of 
India, the obsolete and unserviceable stores worth Rs. 13,717 
were lying unsold for more than four years.

(BN) In Uranium Corporation o f India Limited and Hindus­
tan Machine Tools Limited (Pinjore Unit) pricing of stores issued 
was not done on uniform basis.

6(C) In the following Companies, no proforma accounts were 
maintained in respect of service units for the benefit of staff :

(/) National Small Industries Corporation Limited (Calcutta 
Branch

(ii) Hindustan Salts Limited.
(Hi) Indian Rare Earths Limited.
(tv) Bharat Heavy Electricals Limited (Trichy Unit-trans­

port).
(v) Indian Drugs and Pharmaceuticals Limited (Surgical 

Instruments Plant, Synthetic Drugs Plant and Antibiotics 
Plant—certain service units).

(p/) India Tourism Development Corporation Limited 
(Hotel Ashoka, Bangalore and Akbar Hotel).

(vii) Hindustan Steelworks Construction Limited.
(viii) Hindustan Steel Limited (Central Transport and 

Shipping Organisation, Head Office, Central Engineering 
Design Bureau, and Central Coal Washeries Organisa­
tion).

(ix) National Newsprint and Paper Mills Limited.
(x) Indian Petrochemicals Corporation Limited.

(xi) Indian Oil Corporation Limited (Marketing Division, 
Head office and Refineries Division—Gujarat Refinery).

(xii) National Projects Construction Corporation Limited.
(xiii) Heavy Engineering Corporation Limited (Foundrv 

Forge Plant—transport service).
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(xiV) National Coal Development Corporation Limited.
(xv) Hindustan Shipyard Limited.

6(D) In the following Companies, physical verification o f  
items noted against each was not conducted ;

(0  Indian Drugs and Pharmaceuticals Limited (Surgical 
Instruments Plant-assets).

(«) Fertilizers and Chemicals, Travancore Limited (all items 
o f  stores).

{Hi) State Farms Corporation o f India Limited (Farm pro­
duce and stores).

(ir) India Tourism Development Corporation LimHed 
(assets at Headquarters, Transport Division, Madras 
and Hassan Motel, Production, Publicity and Markehng 
Division, Project Division, Son-et-Lumiere, Aurangabad 
Hotel, Jammu Motel and Duty Free Shops other than 
Madras-Units/Divisions).

(r) Heavy Engineering Corporation Limited (Foundry 
Forge Plant-spares costing Rs. 106.89 lakhs) and (H ea^  
Machine Building Plant-raw materials worth Rs. 627 
lakhs). ^

(vi) Hindustan Steel Limited (Central Sales O rganisation- 
entire or substantial part o f stocks in some stockyards 
and imported materials).

(D D ) In State Trading Corporation o f India Limited suitable 
procedure for physical verification of closing stock to ensure 
that all items are verified within a period of time and cut-ott 
transactions are separately verified need to be introduced.

Physical inventories o f  fixtures, furniture and fittings, air 
conditioners etc. were also not taken.

(DE) In Bharat Heavy Electricals Limited (Hyderabad 
Unit) excesses/shortages. revealed on physical verification, 
valuing Rs. 11.1] lakhs (Dr) and Rs. 0.52 lakhs (Cr) for 
switchgear operations were lying unadjusted.

(DF) In Fertilizers Corporation o f India Limited:

(/) Physical verification of raw materials, finished and 
semi-finished goods revealed excesses of Rs. 29. 
lakhs and shortages o f Rs. 29.95 lakhs. A firm ot 
experts was appointed to review the system o f stock



‘ improvement. The
recommendations made m this regard had not been 
implemented (Sindri Unit).

o f finished goods indicated an excess
S  Rs s i  f  an excess
(i^rombay Un!t) ^®' 4-62 lakhs

L im ? e?  there w a f ‘ Corporation
S o c k  i f  fin iZ H " ” T  T  Penodical physical Verification oi stock ot finished goods, stores and spares and raw materials.

(DH) In Indian Oil Corporation Limited (Barauni Refinervl 
agree””'” ®̂'" balance did not

T National Research Development Corporation of
India, there was no system o f physical verification o f stocks.

P lia rm a ceu tica lsL im ited « (S y n th etic

fo l lo w in g  i te m s  w a s  n o t

(a) Raw materials—Rs. 55.20 lakhs 
(h) Stores and spares—Rs. 11.25 lakhs
(c) Plant and Machinery equipment and 

stores— Rs. 2 .38 lakhs

fa k W o ?  lakhs and excesses o f Rs. 17.83
laKns lound on physical verification of raw materials 
stores and spares since 1967-68 to 1972-73 were adiusmd 
without approval o f Board o f Directors

c o n S a t i o i ' i V b i h i r o ® f ^ ° " ’ P ^ " i^ ^  fo '" o b ta in in g

®  B ™ ^ c i) a „ > „ e ? 7 X e )° "

hlstnirniSs^m^".'^ Pharmaceuticals Limited (Surgical 
the cases) Antibiotics P la n t-in  mosl of

B ? „ S r  “ u t  Kanpur and
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(iV) India Tourism Development Corporadon
(Hotel Ashoka. Bangalore—Ashoka Hotel, A  
Hotel and Headquarters, Transport 
and Hassan Motel, Production, Publicity and Marketing 
Division, Project D i v i s i o n ,  Son-et-Lumiere, An ang 
Hotel, Jammu Motel and Duty Free shops other than 
Madras-units/Divisions). • • j

(v) Mining and Allied Machinery Corporation Limite
(vi) State Farms Corporation of India Limited.

(vii) National Research Development Corporation of India, 
(vm) Heavy Engineering Corporation Limited (Foundry

Forge Plant and Headquarters). ■ ■  a

(ix) National Mineral Development Corporation Limite 
(Bailadila Iron Ore Project—Deposits 5 and 14)

(x) Bharat Electronics Limited.
(xi) Water and Power Development Consultancy Services 

(India) Limited.
(xii) National Seeds Corporation Limited.

(EE) The National Projects Construction Corporation Limi­
ted neither received the accounts of various parties appearing m 
its books nor obtained confirmation o f outstanding balances, 
particularly in very old cases.

(EF) In Bombay Branch o f National Small Industries Cor­
poration Limited no regular procedure was followed to obtain 
confirmation o f outstanding debts.

6(F) General

(FF) In National Small Industries Corporation Limited:
(0  Method o f valuation of seized machinery was not 

scientific (Pondicherry Branch).
(i7) Valuation o f finished goods was not uniform (P.T.C. 

Okhla).
(Hi) Follow up action in case of recovery of hire-purchase 

debts was not satisfactory (Head office)
(h-) Valuation o f closing stock of certain seized machinery 

was not satisfactory (Bombay Branch).
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(FG) In Handicrafts and Handlooms Exports Corporation of 
India Limited foreign offices :

(i) Closing stock was valued at estimated landed cost and 
not at actual landed cost.

(z7) Physical verification reports were not available.

(FH) In Bharat Heavy Electricals Limited (Hardwar Unit), 
machinery valued at Rs. 274 lakhs, though installed and capi­
talised, had not been put to use.

(FI) In Hindustan Antibiotics Limited, diesel generator 
(Rs. 8.21 lakhs) and two tabletting machines (Rs. 3.56 lakhs) 
acquired during the year had not been installed.

(FJ) In India Tourism Development Corporation Limited:
((■) Cost of free accomodation and food etc. provided to

official guests was not determined and accounted for 
separately in the accounts (Akbar Hotel).

(a) Credit facilities had been frequently allowed by Unit 
Managers of Travellers Lodges and Transport Units 
to customers even though they were not vested with such 
powers.

(FK) In National Newsprint and Paper Mills Limited, two 
Groundwood Bleaching Washers costing Rs. 2.63 lakhs each 
(purchased in 1957-58 and installed in 1959-60) had not yet been 
commissioned. These were expected to be commissioned under 
expansion programme.

(FL) In Mining and Allied Machinery Corporation Limited:
(i) No job-wise record of issues of raw materials and stores 

was maintained.
((■/) There was no system to watch that materials issued for 

one job were not utilized" for some other job.
(Hi) There was no system for job-wise labour records and 

time card/job card reconciliation.
(FM ) In Fertilizers and Chemicals, Travancore Limited:

(/) A proper method for capitalising expansion projects
was not followed.

(ii) Different methods were followed for verification of 
quantities of bulk materials at different points and all 
appeared to be unrealistic in view of the shortages/ 
excess reported from time to time.
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{in) The survey verification o f Sulphur and Rockphosphale 
as on 31-3-1973 revealed excesses while the subsequent 
survey verification disclosed huge shortages. This 
showed that either the method adopted for charging 
the raw material to production required a thorough 
review or material handling and storage system required 
to be streamlined.

(FN) In Rehabilitation Industries Corporation Limited 
shortages and excesses o f raw materials and finished stock were 
adjusted in the accounts without any sanction o f the Board 
of Directors.

(FO) In Indo-Burma Petroleum Company Limited (Electro- 
nics/Manufacturing Division) complete quantity accounts of 
production o f major products were not maintained.

(FP) In State Farms Corporation of India Limited, the 
machinery valued at Rs. 7.78 lakhs (approx.) was not commission­
ed during the year.

(FQ) In Heavy Engineering Corporation Limited (Foundry 
Forge Plant), due to incomplete records it could not be ascertained 
whether any machinery costing more than Rs. 5 lakhs had not 
been installed/commissioned.

(FR) In National Mineral Development Corporation Limited 
<Bailadila Iron Ore Project):

(/) Method o f calculating depreciation was not considered 
prudent and as per the instructions o f the Ministry of 
Finance (Deposit Nos. 5 and 14).

(//) Provision o f outstanding liabilities for stores was not 
correctly made (Deposit No. 14).

(Hi) Store priced ledgers were not maintained for certain 
categories o f  stores like loose tools and implements 
(Deposit No. 14).

(FS) In Hindustan Steel Limited (Durgapur Steel Plant) 
equipment worth Rs. 170.49 lakhs had not been installed and 
were lying in stores for periods ranging between over 3 years 
and about 10 years.

(FT) In National Seeds Corporation Limited priced stores 
ledger had not been maintained.
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(FU ) In National Textile Corporation Limited ;
(/) The company had not been able to enforce important 

clauses o f agreements with various sick mills under the 
Cotton Purchase Scheme.

(ii) Stock Register o f cotton purchases had not been main­
tained properly.

(FV) In Hindustan Photo Films Manufacturing Company 
Limited there was a net deficit of 6772 Kgs. o f silver 
valued at Rs. 37.52 lakhs during the year which was 
written off.
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