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11 €6) () line 1 380 MW 360 M.W.
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“power sold”,

12(3) (i) lLine 2 surcharges surcharge

I3 line 5 Year Years

16 Sub-para 2—line 3 Unit unit
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17 line 24 dir transport ar-transport

17 line 5 Cross mandated Cross-mandated

17 line 28 bwetween between

18 line 2 leved levied

19 line 2 post-audit post audit

23 (a) Item 4 of the table Cocacol Cocacola
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23{() (1) column 2 producls Products

23 (d) (11} column 2 products Products

24 ling 3 (at page 59) (at pages 58-59)

25 line 7 work works
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tory"'—column 1
25 line 12 re re-
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PREFATORY REMARKS

Government Commereial concerns, the accounts of which are subject
to audit by the Comprolier and Auditor General of India fal] under the following
categorics:—

(f) Statutory Corporations:
(ir) Government Companies; and

(iri) Departmentally managed commercial and quasi-commercial
undertakings,

2. This Report deals with the results of audit of the accounts of Statutory
Corporations Including the Orissa State Electricity Board and Government
companies, The Report (Civil) of the Comptroller and Auditor General of
India for the year 1972-73 contains the results of qudit relating to dcpartmentally
managed commercial and quasi-commercial undertakings,

3. There are, however, certain companies where Government have invested
funds but the accounts of which are not subject to audit by the Comptroller
and Auditor General of India, Names of companics where Government
investment is more thap Rs. 10 lakhs are given below:—

Investment Percentage  of

Name (Rupees in Government investa
Iakhs) ment to the total
paid-up capita]

(1} Orissa Cement Limited, Rajgangpur . 40'00 12'9

(2) Orissa Textile M ills Limited, Choudwar, 1275 17'3
Cuttack
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4. In the case of Orissa State Electricity Board the Comptroller and Auditor
Generalis the sole auditor while in respect of Orissa State Financial Co-
poration and Orissa State Warehousing Corporation he has the right to conduct
the audit of the concerns independently of the audit conducted by the profe-
ssional auditors appointed under the respective Acts. Separate audit reports
are forwarded to the Stafe Government annually in respect of Orissa State
Electricity Board and Orissa State Financial Corporation for being presented
to the State Legislature, in terms of the provisions contained in the relevant
Acts under which they are constituted.

5. In respect of Government Companies, audit is conducted by profe-
sstonal auditors appointed on the advice of the Comptrolier and Auditor
General of India, but the Iatter 1s authorised under Section 619 (3) (b) of the
Companies Act, 1956 to conduct a supplementary or test audijt. He 15 also
empowered to comment upon or supplement the report submitted by the profe-
ssional auditors. The Companies Act further empowers the Comptroller and
Auditor General to jssuc directives to the auditors in regard to the performance
of their functions. In November 1962 sych dircctives were jssued to the
auditors for looking into certain specific aspects of the working of Government
Companies. These were revised in December 1965 and in February 1969,

6. The points brought out in this Report are those which have come
to notice during the course of test audit of the accounts of the above under-
takings. They are not intended to convey or to be understood 18 conveying
any general reflection on the financial administration of the undertakings
concerned.

Irﬁ.?“-
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CHAPTER |
SECTION A
Statutory Corporations
GENERAL

1. There were three statutory Corporations in the State as on 31st March
1973 viz,,

() The Orissa State Electricity Board,
(if) The Orissa State Financial Corporation and

(1) The Orissa State Warchousing Corporation,

A pgeneral analysis of capital structure, working results, etc. of these
Corporations is given as under, separately in Iespect of (a) Orissa State Electri-
city Board, and (b) the other Statutory Corporations.

(@) Orissa State Electricity Board:.—

2. Capital:—The loan capital provided by the State Government under
Section 60 of the Electricity (Supply) Act, 1948 being the value of assets trans-
ferred to the Board on its formation on 1st March 1961 was Rs. 16,72'36 lakhs,
which increased to Rs. 63,75'78 lakhs by end of 1972.73, Besides, the State
Government provided cash loans to the Board. The Board also rajsed loans
from time to time from the market (by 1ssue of bonds), the Life Insurance
Corporation of India, ete. and borrowed from Rural Electrification Corpora-

poration Limited. The total long term loans outstanding as on 31st March
1973 was Rs. 120,66'85 Iakhs.

3. The Board made a profit of Rs. 5891 lakhs during 1972.73 as against
profit of Rs. 2,08'33 lakhs in the previous year, A synoptic statement showing

the summarised results of working of the Board for 1972.73 is given in
Appendix I at page 56,

(b) Other  Statutor Y Corporations—

4. Under Section 3] (10) of the Wnrclmusm_g Corporations Act, 1962,
the annual accounts of the Corporation together with the audit report thereon
is required to be placed before annual general meeting of the Corporation
within six months of the close of the financig] year, but the accounts of the
Corporation for 1972.73 have not been Placed before annual genera] meeling
so far (July 1979),
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5. Share capital:—The following table shows the pa

corporations and its break-up according to contributions

Government, State Government and others:—

id-up capital of these
made by Central

As on 31st March 1972

e

Y

— S— —

Orissa State Percen-  Orissa State  Percen- Total Percen-
Financial  tage of Warehousing tage of (Rs. in tage of
Corporation pard up Corporation paid up lakhs) paid up
(Rs. in capilal (Rs. in capital capital
lakhs) lakhs)
Central 20°00* 2000 11'80** 500 31°80 257
Government
Stale 64'17 642 11'80 300 7597 61's
Government
Others 1583 158 Nil e 15°83 128
Total 1,00°00 23160 1,23°60

In respect of Orissy State Financial Corporation, the capital structure

remamed the same at the end of 1972.73,

The State Gm‘crnmentllmvc guaranteed repayment
raised by the Orissa State Financial Corporation,

ferm loans:—The following table

6, Long :
the Orissa State Financial Corporaton;—

obtained by

Source from which loan raised

As on 31st
March 1972

of the share capital

shows the long term loans

As on 315t
March 1973

(In lakhs of Rupees)

Open market by issue of bonds and debentures o 2.40:C0 2,95-00
Reserve Bank of India ik 2000 1000
Industria] Development Bank of India i 3994 4872

Total v 29995 35372

The Government have

Suaranteed repayment of loans raised by the Orissa

State Financia] Corporation ang payment of interest thereon.

The Orissy State Warchousin Corporati :
loan upto 197173, & Corporation had not

raised any long term

® Repretents investrent Mmade by
** Represents contribut;on by the

Reserve Bank of India

Central Warehousing Corporation,
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(D Return on capital invested:—
Orissa State Orissa State
Financial W:Hehuusing
Corporation Corporation
e e L R ey
1971-72 1972.73 1971-72

(In lakhs of Rupees)
Capital nvested

4,30'87 4,87-83 2381

Return on capital invested 25:82 30-22 175

Pcrccntngc of return 60 62 7'4

(D) Return on capital emplo e —
1971-72
(Rupees in lakhs)
=]
Capital employed jn Orissa State Warch:}us:'ng 783
Corporation

Return on capital employed 1-75
Percentage of return 2235

8. Profits —According to the annual s¢ Corporations the
total net profiy carned during 1971-72 was akhs as 2gainst (he tota]
net profit of Rs, 13-48 lakhs in the pr

€Vious year, The net profit for 1971-72
was 37 per cent of the Paid-up capitg of Rs. 1,2360 lakhs

Orissa  State Financiy] Corpo
n 1972-73 which wys

The Government have gyar
PEr cent on the initjy] share ¢

capital of Rs, sp lakhs in respect of  Qpj.

Up to 1971-72, Gﬂvernmcnt had pajd Rs. 14:87 lakhs to the Co

subvention to meet this obligation.
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9. Rates of growth:—(a) Paid-up capital and reserves and mrpfu.r:-__-
The paid up capital and reserves and surplus of these corporations increased 1n
1971-72 as compared with those of 1970-7] as indicated below:—

Paid-up capital and reserves Rate of growth
and surplus (1971-72)
[ - A . |
1970-71 1971-72

(Rupees in lakhs)
150'71 15511 291 per cent

(b) Gross assets:—The total gross assets of these corporations increased
In 1971-72 as compared with those of 1970-7] as detailed below:—

Total gross assets Rate of growth
At o L (1971-72)
1970-71 197172

(Rupees in lakhs)
4,59°46 5,10°54 11'11 per cent

(¢) Value of production:—The value of production/ business of these

corpotations increased in 1971.72 A4S compared with that of 1970-7] as indicated
below :—

Value or productionfbusiness Rate of growth

i el T 1971-72
1970-71 1971.72" ( )

(Rupees in lakhs)

3493 72:30 107 per cent

The table below indicates {he paid up capital ang reserves and surpluses,
£ross assets, value of business ang the rate of growth of Orissa Financial Cor.
poration for 1972-73 ys compared with that of 1971-72.

1971-72 1972-73 Rate of
growth
(1972-73)

(Rupees in lakhs)

() Paid-up Capital, reserves and surplys _ 1,30:9] 1,34°11 2'45 per cent

-+ 4,8348 5,46:12 13:00 per cent
6420 8835 3762 per cent

(#f) Gross assets

(4} Value of business

= LT, P

T e e e L e i

ety o i
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10. Genergl —The

March 1961 .

Orissa Siate_EI‘cclricity Board wys formed op the 15t
The accounts of the Board for 1972.73 together with audit

Certificate and Report were forwarded to the Government in Decemper 1973
for being Placed before the State Legislature N terms of Section 69(4) of the

Elcc[ricuy (Supply) Act, 1948.
Report were Placed before the Legislature op the 30th March 1974

and

The breal: up of lo
of finance, 4t the end

Was as follows —

Loans by Governmens —

Loans by way of assels
ransferped

Cash loans
Investment in loan bonds
Total

Loans—

(9 Life Insurance Corp-
poration of India {by
morlgage of asscls),

(6) Rural Electrific;.
tion Corporation Lid,,
New Delhj

(i7i) Industria) Develop.
ment Bank of India,

(") Canara Bank

(v) Open market (deben-
tures guaranteed by

overnment)
Total

Tatal investment

he accounts together with audit Certificate

ans, cte., raised by the Board dccording (o {he sources
of 1972.73 compared with tpe Previous year's figures

(Amount lIakhs of Rupccs)
Increase (+)/De.

1971.72 1972.73 €rease (—) over
——t i AR Previous year
Amount Pereen. Amount SIOCN, . e Ll -

tage of tage of Amoynt Percen-
_total _tolal tape
INVest= invest-
ments ments
64,4500 63,7573 (=)69'22 (=11
10,96'64 12,6360 (+)1,66'95 (+)15'3
29287 2,640 (—)23'85 (=)og
78,3451 04 79,0340 65's (+-)65'89 (+)o9
13,07'sp 15,23'75 (+)2,16'25 (+)16's
2,19°58 5,14'42 (+)2,9484 (-F)134'0
.n 3909 (+)39709 ‘e
3 1000 (+)10'00 e
17,7185 20,7619 ( +)3,04:34 (+)17:2
32,98'03 29°6 41,6345 345 f+}3,64'52 (+)262

11,3344 120,66'85
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11. Generation, transmission and distribution of power:—(1) Thc‘ power
system 1s parily hydel and partly thermal. Power generation, which was 3
initially being managed by the State Government, was transferred to the Board :

by stages during 1969-70 and 1970-71. ﬁ

(2) The particulars of installed capacity, firm capacity and output capa-
bility of power generation stations (excluding Choudwar Thermal Station 1
and diescl plants for which figures are not available) under operative control |
of the Board as at the end of March 1973 are given below :—

Generating station Installed Firm Quitput
capacity capacity capability
(Figures in M. W,) (K. W, H. in %
millions)  *
I—=HHydro-clectric— {
(i) Hirakud (Multipurpose Project) 270000 120 1,050 {
(#) Machkund (Hydro-Electric Schemes) 347425 34 297 %
H—Thermal— E
Talcher ‘e 250'000 180 1,577 E
Total i 354'425 334 2,924 :L
;

(3) Output capability and actual generation of power—The table below
gives details of actual generation compared to the output capability for the
three years ended 31st March 1973 in respect of Hirakud, Machkund and }

Talcher power stations ;—

e

Year of operation Installed Output Total Percentage of genera-
capacity capability  generation tion 1o I
of power — e =
Installed Output

capacity capability

1970-71 s 4,857 2,924 1,751 37 6l
1971-72 Fn 4,857 2,924 1,892 39 65
1972-73 G 4,857 2,924 1,922 39 66

, In 129172-?3 and 19?3;?4fplnwcr-cut Was imposed in the State to the extent
shown _below on account of low reservoir leve] at Hirakud - i
water in Machkund ;— fakud and shortage of

¢ Cr
Year Penod Number of Percentage
of days of power cul

1972-73 e+ 21st June 1972 to Tth July 1972 . 17 15
1973-74 -+ [ 2Ist April 1973 10 26th April 1973
L27th April 1973 to 12th July 1973

va 6 20
‘e 77 40



VEer
r el 5
Lrd

3=

on

O o | ST
< TR T 1

PR A e e

s b SN

o e R

g

7

Against maximum demand of 234 M. W. the average generation during
the period of Power-cut was as follows :—

Hirakud Machkund Talcher Total

(In M, W)
1972-73 2 63 25 116 204
1973-74 ’a 41 15 113 169

(4) Against the instaled capacity of 250 M. w. and firm capacity of
180 M, W, the Talcher Thermal Power Station was scheduled to generate
power of 115 M, w. during 1972-73 Tepresenting 64 per cent of the firm capa-
City against which it generated 116 M. W. The scheduled gencration was
low due, it is understood, to :—

(f) excessive abrasive character of coal Supplied to the Plant by the
National Coql Development Corporation Limited from the South Balanda
colliery near Talcher which reduced the gencrating capacity,

(") mechanical defects in Unit [ since July 1972, and

(i1i) shut-down of Unit IIT since May 1971 for want of imported spares
which were ordered in August 1973 and CXpected to be received in Ju[y;’August
1974,

Thus, the Talcher Thermal Project did not succeed in meeting the seasonal
variations of hydro-power during dry months,

(5) The overal] average cost of Eencration, transmission ang distribution
of power and average revenue per K, W. H, during 1971.72 and 1972-73
were as follows '—

Overali average cost Average revenue

(Paise per KWH) (Paise per KWH)
1971.72 atl 96 73
197273 G 10°2 82

The high overal average cost was due (o high cost of gencration of therma]
Power and undep utilisation of capacity,

The project reporg (1965) of the Talcher Thermal Power Station indicated
that the cost of power at the grid sub-station would be 4'4 paise per K. W, H.

he actual cost during 1971.72 and 1972-73, however, was 8'3 paise and §'7
paise respectively, The high cost of gencration was attributed to eXCess
consumption of coal and spares like pulveriser balls and rings (compared
to the standards assumed in the project estimates) due to abrasive nature of
coal. Value of excess consumption of coal and Sparcs during the three years
ending 1972-73 was Rs. 1,05°83 lakhs,
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(6) Some aspects of the installation and commuissicning of genemtinn |
stations and power gencration are given below ;— :

(a) Government of Orissa had undertaken the Machkund H}'drc_w-Elﬂctnc 3
Scheme in 1944 jointly with the then Government of Madras _Which was 3
treated as executed with the Government of Andhira Pradesh on its f'urmat_mn
in 1956, It was decided that the two Governments should share the capital
expenditure on the project 70 per cent by Andhra Pradesh and 30 per cent
by Orissa, The share of the Government of Orissa n the capital expendqture -
up to the end of 1972-73 was Rs, 4,62'64 lakhs against which it was cntitled &
to use 34'425 M. W. of power representing 30 per cent of the installed capacity |
of I15 M. W,  The Board was authorised (March 1961) to draw this power.

The actual drawal towards 30 per cent share of power compared to the
oulput capability during the three years ended 31st March 1973 was as follows:—

Year of operation Output Actual Percentage of  F
capability drawal of power actual drawal to |

(MKWH) (MKWH) output capability ©

1970-71 3 297 233 78 f
1971.72 .. 297 267 90 f
§

197273 o 297 228 77 i3
E |

s

(&) In Hirakud power system there were nine generators ;  four genera-
tors of 37°5 M. W. each and wo of 24 M, W. each were installed at Burly
(upper power house) and three of 24 M. W. each were installed at Chiplima
(lower power house). As the Hirakud Dam Project could not achieve the
oniginal targets of ciliciency and performance Government constituted (April
1962) a Committee of technical experts to examine the workine of the Project,
The Committee obseryead that due to madequate power channel and installa-
tion of the 24 M. W, generalors meant for Jower power house in upper power
house, the firm Potential of the power S¥stem only would pe 120 M. W. -

Ty

(¢) Talcher Therma] Sr:hc:mg Was sanctioned by Government jn Macch
i order to generate additional poyer required  for development  of
]l]dl:lfI'l'lt‘E and to meet shortfall of Power afler commissioning the Hirakud
power system and Balimela power Project. Talcher l’mwraSmrion o
gipected to meet a maximum demand of 60 M W. for 32 weeks in a year
during the dry months to el Hirakud s el an IR f
625 M. W, ¢ e installly | rakud power s¥stem. Four generators o
ir “:; ihc }xf':fh were mnstalled. Against the total 1nstalled capacity of 250

L Irm capac ; 2 ! dcity ol
CApacity was 180 M. W 1:11” four units were commissioned

between Decembe : : -
station frm;: Il:nt:r: liﬁjT?}fj,? i8¢ April 1969, he Board took over the power

Before the power house was Commissj ‘ ;
; U | oned fully jn A ril 1969 the demand
?,Eé) ‘}:}ﬁ;ﬁ‘fﬁ ciqu,m {0 the firm capacity of gencrahgn of ]E.ilM. W. at Hirakud
power demand 1 the eorn inStalled capacity of 314 M, W. Since then, the
of additional firm eqe, o MON grid has risen by 80 M W. against creation
ol titm capacity of 185 py W. Thus, by end of 1972-73, agains!

total installed cqp: ir: - 5
Stiss n e “APacity of Hiraky. alcher grid ang Machkund power system

2, M1C firm potengia] capacity w 1N Lmum
dem:; . mPacily was 334 M. W. and the maxi
emand was 234 M, y » CTeating a supp)yys Capacity of 100 M. W. |
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The following table shows the cnergy capacity of existing power systems
(including digse] power houses), the quantity of €nergy generated and sold
during the three years ending 1972-73 -—

Firm Energy Energy
potential capaei ty generated sold
— A S MK.W.H M. K. W 1.
M, W, M.K.w.n
In a year
1970-71 o 335 2,934 1,781 1,616
1971-72 e 335 2,934 1,892 1,661
1972-73 o 335 2,934 1,922 1,664

Thirty-five per cent of the firm capacily remained unutilised during
2-73.

Growth of demand for power did not magch the CXpeclations according
to which the additiona] capacity was created, This resulted in (he Board
having burdened nself with higher capital outlay withopt getting ful) benefit
out of it

(d) Balimela Hydro-power Project with installed Capacity of 380 M, W,
and a firm capacity of 134 M, W Was sanctioned jp 1960. The civil wark
of the Project was taken up by Government n 1961-62 and the scheduled

date of completion wis December 1971, The Project has not yet (August
1974) been transferred to the Board

Transmission and distribution of POWer to be penerafed In this project
Wis entrusted by Government o the Board, which hagd spent Rs. 1394 lakhs
upto 1972-73 on construction of transmissiop lnes over g length of 312 kilo-
melres agamst 534 Kilometres planned for. The first unit of the Power hoyse
with 60 M, w. Capacity was commissioned ip August 1973 The Board could
not utilise power from ths unit as the Lransmission lines connecting (he pPower
house with the Hrmkud~T:1!chcr erid had not been completed fJuIy 1974),
Delay in construction of transmission lines was atributed by (e Board o
delay in getting steel, delay jp manuflacture of towers by Hirakud Industriy|
Works (an unit of Orissa Industrg) Deveiapmcnt Corporation Lid, a Site
Government Comp:m_\,',} and paucity of funds in carlier years. The power
was, therefore, being transferred (o Andhra grid, (The transfer of power to
Andhra grid wag treated by Government g sile o the Board ang by the
Board as sale o the Andhra State E‘icclrfcit}; Board.) Duyrin
from August 1973 to January 1974, 239:159 M. K. w. If of power were,
transferred to Andhry grid and the cogt of power was realised by (e Board
from the Andhrg State Clectricity Bogrq atan ad hoc rate of g paise per K, vy ‘1-,'[
The rate at whcj, the State Government would charge the Board has ney been
finalised as the Project ig stll under construction and 45 such the Bogrg has ;10[
S0 mr{Fcbruary 1974) paid the Sale proceeds of power 1o the Govcrnmcnt

(¢) With the funy Commissioning of the Balimely Hydro-power hoyce
firm capacity will rise further by ljfhrh W. to 468 M. w, (miml? ux*:'lz;tfﬁgna??
of 4,100 mullion K. W, H.) by 1977-78 The future Projections of growth of



the years 1973-74 to 1977-
dﬁ;;]; ?nfg f’n:cﬂf;l :‘immissionm ¢ of Balimela
ta

follows :—

1973-74
1974-75
1975-76
1976-77
1977-78

L generated
1950 at Choudwar during 1971-72

by. During 1971-72 and 1975.73

» €Xpenditure
the thermal station was Rs. 476 1

fuel supplies, st

: akhs, Furthcr, Rs. 0'72 lakh
ation supplies, ete, to '
during 1971-72. Th

¢ Board hys yet
thermal unjt ip future,

Power available 1, Or sale

Power sold

Line losses

10

n the therm

keep the

, running cop
to decide (July 1974) h

1970-71

1,781

82

— .

1,699

1,616

78 worked out by
Power Hoyse in

Anticipateq
demand

ow

1971-72 1972.73

(K. W, 1 in millions)

1,892 1,022
79 03
1,813 1,829
1,661 1,664
152 165
8 o

ard for line [osses.

=

Stﬂg_ef,-

ndition
o utilise the 3§

i
ation, transmission
were as follows:—
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A test check of two out of twenty-two divisions of the Board revealed
that the distribution losses were as follows +—

Loss
o s el L o M
Period Division Units Units Units Amount Percentage
recerved sold MKWH (Rupees of loss
MEWT{ MIWH inlakhs) 1o units
recerved
197172 Ganjam Electrical 19397 12960 6437 46'99 33
1972-33 . Ganjam Electrical 177°33 134'18 43'15 3538 24
1972.73 Dhcpkanal Elec- 31079 24304 6775 5555 22

trical

The losses have not been analysed 1o identify the reasons such as Jow
load factor, pilferage, defective neters, ¢fc,

12. (1) Working resulrs —The working results of the Board for the Iast
three years cnded 1972-73 are Ssummarised below -—

197071 197192 1972-.73
(In lakhs of Rupees)

(i) Revenue receipls o 12,06'47 13,28:75 14,3936

(i) (@) Subsidy from Government for power inten. s 2582 24'98
sive industries

(5) Subsidy for loss on rural clectrification e s 90°00(x)

(iif) Expenses on Tevenue accounts bk 9,8313 10,7800 12,5907

(iv) Net surplus e 223'314 2,79°'57 2,95°27

(v) Appropriation towards general ang other 8571 1,25'37 1,68:13

reserves and interest on bonds, ere,

(vi) Balanee available for APpropriation towards 1,37'63 1,54'20 1,26'94
Interest on Joang from Government,

(vif) Interest due op loans from Governmente—

(a) for the year 2,76'48 3,14'67 3,30074

(&) arrears of interest carrjed over from pre- s 1,38'85(y) 2,9932
vious year

(viif) Deficit for the year (towards Interest dye (o 1,38:85(y) 1,60°47 2,03'80
Governmeny) [ (vie) (a)— (vi))

(ix) Progressive deficit towards interest charges dye 3700») 12,9932 50312

to Government
(x) Relates to 1971-72 receved during g 972.73,

(») During 1970-71 interesy of Rs. 1,35°15 lakhe Was paid in excess i : 3
during 1971-72 vaid in ex vhich was adjusteq
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(2) Sundry debtors Jor supply of power:—The outstanding d

ues on acCoy g
of supply of power as on 3Ist March of 197]-72 and 1972-73

» 45 PCT genery)
ledger "were as follows :—

Amount
Date

(Rupeees in lakhs)
et 3,61°90
4,46'17

31st March | 9712
31st March 1973

! 5. 84 ' g 1972-73 was mainly dy
ncrease (Rs, 8427 lakhs) in dues during 197. Y due ¢
d:’spt?i-{zlgj:rr paynw:l;i of 10 per cent general surcharge levied from JstJuIy 19;?,

cermmd:spmcsmpaymcnmfco:ﬂ surcharge andsurchurgcfor delay

payment of bylls. Yearwise detasls of the claims Were not availabla With the
Board,

The dues g on 31st March 1973 included po—

(1) Rupees 1087 lakhs as time-barred claims jn Cuttack Electriciaj Diyj.
sion,

(#) Rupees 3 53 lakhs shown against dead Consumers |p Khurda Electrica
ivision,

(t5) Rupees I'39 Jakhs being Surcharge mcluded jn the monthly bjs
pertaming o .Fcbruur}f 1971 1o

December 1972 rejected by Bihar State Elec-
ey Board 1 April 1973, and

() Rupees 96'98 Iakhs op account of
ment,

cl'c-:‘:lricit}' duty payable to Goverp-

Against (he balance of Sundry debtors (Rs. 4,4617 lakhs) as on 31st
March 1973, Rs. 060 lakh only were Provided for p

ad and doubtfy] debts,

it was noticed thyy during the period
< 13 consumers were Charged Rs. 453 lakhs Jesg than the
able, as shown below +—_

Numbep Numbep

Amount
of of under-
divisions cases charged
( RUPC-CS in
lakhs)
(i) L:ndcﬂ_r charges dye to application of wrong 2 3 028
ari
(in Under-charges due 1o WTong bijling 2 3 141
({iv) Unclcr-char due tp non-leyy INteres) 2:67
surcharpes for dely ed t ner; ' : 4 g
i ¥ yment of energy,
(év) Under—charg:::: due non-levy . ¥
L eXcess drawa] of wer 2 —Eealy . . e
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(4) Loss due 1o reduction of contract demand:-—]Jn Balasore Electrical
Division, remission of energy charges of Rs, 067 lakh was allowed to 2
consumer in October 197] for reduction of the contract demand from 186°5
K. V. A (the contract, was for supply of power from March 1970 for a period
of ten years) to 130 K. V. A, from November 197].

(5) Casesof alleged n:;‘.fnpprﬂprfan‘aur:—~I n three cases Rs. 025 lakh  were
alleged to have been Misappropriated in two divisions between December 197
972. The concerned employees were kept under suspénsion,

Final action js yet to be taken (May 1974).

13. Power supply at Hieconomicfeconcessional rates:—Mention was made
in paragraph 79 of the Report for (he year 1970-71 about supply of power
at concessional rate (o four power iniensive industries and payment of subsidy
by Government to the Board for the loss sustained by the Board in such supply,
In February 197] the Board claimed subsidy of Rs, 9373 lakhs for {he year
1967-68 to ~ 1970-7] on this account. Government decided (January 1972) to
pay subsidy with effect from 1971-72 on the ground that the cost of generation
of power went up only with the transfer of the Talcher Thermal Power Station
by Government 10 the Board, ang that the revenue realised by the Board
carlier was enough to cover the total expenses on supply of power. The Board
claimed Rs, 2§82 lakhs and Rs. 2498 lakhs for 1971-72 and 1972-73 respectively
on that account which was paid by Government.

Rural electrification schemes were taken up by the Board mainly for

(1) village -::Icclrjﬁcalion, (1) cnergisation of Iif irrigation points, and (111)
installation of agro-based mdustries. ~The schemes were financed by borrowing
funds from Gm*crnmcm, Life Insurance Corporation of India, Ruraj Electri-
fication Corporation Limited and open market,  There Was no separate {ariff
for the rural electrification schemes, The general tariff was applicable. The
Board decided (January 1970 ) that the schemes shoyld give a return of
per cent when these were i developed areas of the State and 10 per cent

if these were in undcr-dcvclnpcd areas.  On schemes completed and opened
for service the Board had spent Rs, 2223 lakhs upto the end of 1972.73 from
out of borrowed funds. The schemes being unremunerative and the interest
burden on bormwings being heavy the Board has beep meurring  Joss on
operation of the rurg] clectrification schemes, The Board incurred loss of
Rs. 165 lakhsg during 1969-70 and  1970.7]. The loss for the period from
1971-72 to 1977.73 was estimated to be of the order of Rs. 10,11 lakhs, The
actual loss for 197] -72 was Rs, 90 lakhs which Was  re-imbursed by Govern-
ment during 1972-73. The loss for 1972-73 has not been worked oyt by the
Board and no subsidy has been claimed from Government so far (July 1974).

14. Purchase prarcdurc:—Accnrd:'ng to the stores accounting procedure,
the Supermtcndmg Enginecer (Stores and Purchase) s primarily responsible
for purchase, custody and distribution of stores required for cxecution of works.
Indents are consolidated gnd tenders are obtained by the Supcrintending
Engineer., Purchase decisions where they are beyond ‘the purchase powers
delegated to he Executive Engincers are, however, to be taken by a Contract
Scrutiny Committee after considering the recommendations of e Superin-
tending Engineer and the Finance Branch of the Board, Approval of the
Board 15 to be obtained if the value of the purchase exceeds Rs. 10 lakhs
Normally, the tender should be finalised 25 S00n as possible and jp any case
not later than {wo months after receipt of tenders,
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15. Purchase of A. C. S. R. (Fox) conductors:—In May 1970 the §
3. furcha «

3
ding Engineer, Stores and Purchase, assessed the ICquiremeny of A‘E‘ﬁ*.
tending En ’

(Fox) conductors for 1970-71 as 1,200 Kms. and invited open teng
O

: tenders 74
ly of 1,500 Kms. Out of 17 tenders received ( June 1970) the | fq-_ .
supp 1

two valid offers were as follows —

Tenderer Rate

Remary
< 1,226 per Km. for 300 Fixeg
F:'Im fil I‘I"’ﬂdfﬂs L RSKIT]S ﬂﬂr:lc R'E 1,236 pl:r mlﬂ'
Km. for 500 Kms
- L Rs. 1,250 per Km. Subject foios
Firm B, Satna (M.p) vty d&m“
ding op Prige of

metal limiteq

2 Qiling of ]3
nt. .

Firm A stated that the rale for quantities i CXcess of 80p Kilomefras
might be settled by mutual negotiation,

Validity of the offers of firms A and B expired on 30th July
August 1970 fespectively,  Firm B on 1ts own Initiatiye Cxtended
of its tender upto 30th September 1970.  Firm A wa
extending the validity of jts tender., The Contract Scrutj
dered the tenders on 12tk and 16th September 1970,

Purchase order Was placed on Firm B on 25t} September 1970 fo
of 1,200 Kms, of conductors a1 Rg, 1,250 per Km, (valye: Rs, 1500 lakhs)

subject to price variation depending op price of metal, withoyt obtaining
approval of the Board. Supplies comme

nced in March 197; and payment
Was made at Rg. 1,375 per K, allowing

-.'.'-’!-\\_‘..-\__._ R S

maximum increase in price under

the price variation clause, Ir 800 Kms. offered

by Firm A ¢ fixed price had
Ctn  accepted there wouyld have p

¢Cn a saving of Rs. 0'89 lakh

Subsequcm!y, the f‘oliowing epeat orders were also placed on firm B at
Itjlm same rate without calling for tend

r €rs.and withoyt oblaining approval of the
oard;

Date of Purchase order

Quantiy Value Year for Approving autha-
ordered (Rupces which  rity when purchase
(K!Iumerrch in lakhs) required  order was issued
December 197, % 6,000 8250  1977.7 Contract Serutiny
Committee
April 1971 ‘e 3,000 41:25 19”-?3] i
April 197 - Superintend In s
. 6,000 82-50 Stock | Engincer
Total

v lj}mx} 2.%125

Th
and ub:cﬁﬁjrill 2l 2) CXPOsI-faeto approval for the purchase
Ufiginuify Icnde:-gfj ri Tepeat Orders beyond 20 per  cent of Ihc' qﬂﬂ:ﬂ;]':i
Prior concurrcnce. °r shoulq ot haye ordinarily been 1ssued withou

Fom b

Fi
Kr
apj
con

No
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Supply of all the conductors (16,200 Kms.) was completed by the firm
by April-May 1972 and full payment was also made. Information aboug
utilisation of the conductors has not been furnished by the Board (July 1974),

16. Purchase of  all-aluminiy (Ant) conductors: —Jn September 1972
the Supcn’ntcndmg Engineer, Stores and Purchases, invited tenders for supply
of one years’ requirement (14,700 Kms,) of all-aluminjum (Ant) conductors,
The tenders were opened in October 1972, The lowest rate of Rs. 1,158'47
per Km, was rejected as the tenderer was not registered with the Director-
General of Supplies and Disposals. The other lowest valid offers received
were as follows:—

Tenderer Rate

(Rupees per Kilometre)

Firm [ ; 1,160-85
Firm Ir1 <o L161°92
Firm 111 [ 1,16200 for the first 5,000 Kms,

|
< 1,182°00 for subsequent 5,000 Krys,
LI92:00 for balance 4,700 Kms,

The Contract Scrutiny Commi(tes considered the tenders In' February
1973 and decided to Iimit the purchase to 8,000 Kms. required for the first
three to four months during 1973.74 To get more supplies at g time each
month, the Committec also decided o purchase from all the three firms and
from Hiry Cables Unit of Industrial Development Corporatiop of Orissy
Limited (which quoted a rate of Rs. 1,241'92 per Km. for the first 1,000 Kms,,
Rs, 1,270'92 per Km. for the subsequent 1,000 Kms. and Rs. 1,266 per Km.,
for the balance quantity and wgas the 17th lowest Cnderer) if ;¢ was willing to
reduce its rate to Rs. 1,162 per Km. Letters of intent WEre issued jp Fcbruary
1973 to all the four suppliers for a total of 7,000 Kms of conductors, Firm 1
Intimated (March 1973) s nability o supply owing to non-acceptance
by the Board of the terms of Payment and also because large CXport commyt-
Ments were undertaken. Firm II did not accept (March 1973) the Purchase
order because gt was delayed and heavy power cut was impose( on its Premises
Firm I1] agreed to supply at its quoted rate, Purchase order for supply oFB_DDd
Kms. of conductors wag Placed on Firm HI in Marep 1973. The Board
approved the purchase CX~post-facto in April 1973, The supplies were to be
completed by August 1973 Firm 1] supplied only 223 Kms, chc}nducm;—s
No action was taken to get the remaning supplies, :
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g in March 1973 3 Price preferenca of 5

The Hllffl Cﬂu‘fgfg;g';;‘g';’ it was a public sector undcrtaki'ng whnl!?fmmd
over the !cmsllq The Contract Scrutiny Committee ugrcud} (May 19 :
by Gmfcrmggg s from Hira Cables at Rs. 1,204'81 per Km, after alloy; 0
purchase 2;_ cnee of 4 per cent over the lowest acceptable rage of Rs. |
L PLcE pre r::JI-,zde excise duty of Rs. 61'92) and Placed purchyg, order
S t-{ﬂ of the Board for this purchase was not obtaineqd.
u.;:jlrti:x- Qrp(%ﬁ::trmncm to give price preference only to sma Scale ingy,
polic)

The extra cost due to grant of price preference to Hiry Cables ywyg Rs 095
lakh compared to the rates of Firm 111

The matter was reported to the Board in December 1973 reply is aWaited
(July 1974).

17. Import of pulveriser balis and rings:— T Icher Thermal Power Station
has four generators, each having three pulveriser (gnndmg) mills for grindin
coal. Twelve seis ﬂfgn’ndmg rmgs and balls were purchased b{;twccn Dcf:mnbcr
1964 and January 1966 from the foreign (U, s A) supplier as pary of the
twelve pulveniser miifs, Eleven more sets as Spares along with the Pulveriser
mills were also obtained. According 1o e forcign manufacturer, set of
pulveriser rngand two balls Was - expected g last for 1] 300 hours of opera-
tion, but the average life of the SCIS 1IN actua] Operation wyg only 2,700 hours.
The short hfe of the rings and balls was attributed (April I1971) by the
Board 10 excessivye silica and quaryz j the coal obtained from the Sout Balanda
Collicry of the Nationa] Coal Devclopmr:nl C‘orpomlmn Limited,

Between February ang Auguyst 1969, thirty-six seig of pulveriser bals and

TINES were obtaned from the same foreign firm at the cost of Rs. 36 lakhs in
foreign cxchange,

In April 1970, the Management Proposed to "mport 36 additional sefs
of pulveriser "0gs and by, The Cengraj Water ang Power Commission
pomnted out (August 1970) to (he Board that the rate of consumption was
feavy ang that 1t was Proving to pe , Costly drain of foreign exchange from

FEC sources, The Cﬁmmissmn further Suggested thyt indigenouys sources of
Supply should be ¢Xplored,

~ The Board approached the Commyce: i r 1970 for
MPOTt of at Jage 20 sets of ser poion again in November

b : Pulverjser balls ang H0gs stating that spares in
Eﬁct;n:ulillcig}::stronl ﬂ:& Months and Supplies from Indigenous sources m:}rufd
could be U;ud Gt}r [+ Iclr‘:‘lllt fmlttmmng of the POwer station ;md' [h'm"[~tl?§
(Fchruary 197, nnﬁ on L."I.PEI'HTI{:HIHI b;tsls.__ The Commissjon again insm Li
list of (kg firms "y, 10 I}!Jmh‘,lsc of the Materals f'rqm indigenous sources. I;‘S
in the country yin. “E’hm *’“I’P]}"ﬂg sSimulgr materia] to other power statio g

Y wWas a LIHT{'{J Imm the Cﬂmmyssmn n API’II 1971. In June
o lor quolations from indigenous firms and Al
and 72 gets of ba!fgn;m”’ﬁm” for '"Mport of 44 least 12 s¢ts of pulveriser rings

€ gZroung that Procurement from indigenous sources
one Yeaq

Boarc
sions
remitt
1973,
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The Central Water and Power Commission gave clearance for import of

- nine sets of rings in August 1971 and 20 sets of balls in December 197]

releasing foreipn cxchange of Rs. 547 Jakhs m January 1972 and Rs. 3:72
lakhs in April 1972 respectively. The Management placed indent for the
rings and balls 1n January 1972 and May 1972 which were cross mandated
by the Director General of Supplies and Disposals to the India Supply Mission
in April 1972 and June 1972, In June 1972 purchase orders were placed by

. the India Supply Mission on the forcign firm for supply of 9 sets of rngs and
- August 1972 for 20 sets of balls, Delivery was to be completed by 10th
- September 1972 in the case of rings and by 30th November 1972 in the case
- of balls,

When the purchase order was placed (June 1972) the power station had

- only one pulveriscr ring in stock, Air-lifting of three sets of rings was arranged

In October 1972 and Rs, 3-59 lakhs were spent on freight. Owing to absence
of releasc instructions from the Board, the supplier held up shipment of four
rings and despatched only two sets by ship. In December 1972, these four
sels were also air-hfted and Rs. 478 lukhs were Spent on freight. The two
sets sent by ocean transport were received in January 1973

As there was no stock of pulveriser balls in October 1972 arrangement
Was made in November 1972 (o arr hit cight sets spending Rs. 5°10 lakhs on
freight,  These were received in January = 1973, The remaming twelve sets
were received in April 1973 by ocean lransport,

For transporting materials worth Rs. 9 ]9 lakhs, Rs. 13-88 lakhs were
Speat on transport including Rs. 1347 lakhs on aIr transport.  The cost of
ocean transport for these materjals would have been Rs, 09> lakh only,

On the basis of quotations received (June 1971) orders were placed in
December 1971 on three indigenous firms for three pulveriser rings at Rs. 1°1Q
lakhs cach and 22 sets of balls at rates bwetween Rs, 0-26 lakh and Rs. 032
Iakh. One set of pulvenser rings was obtained in December 1972 and another
m April 1973 from indigenous firms, Pulveriser balls from indigenous firmg
were obtained in - December 1972, Performance of these was found to be
sausfactory,

Had indigenous sources been explosted 1n time as advised by the Central
Water and Power Commission in August 1970, the material could have been
obtamed between August and December 1972 and expenditure of Rs. 9719
lakhs 10 foreign ¢xchange and extry expenditure of Rs, 1295 lakhs in airlifting
the materials could have been avoided,

18. Llectricity duty:—(i) Under the Orissa Electricity (Duty) Act, 1961
duty on consumption of ¢lectrical cnergy was leived from 196]. Up to October
1970, the Executive Engineers of Electrical Divisions both under Government
and the Board were “appointed authories” under the Act for assessment,
collection and fehittance of duty to Government, The duty collected had to
be remitted to Government within 30 days of expiry of the month m which gt
wias collected,  From November 1970, while " the Exccutive Engineers of
Electrical Divisions of the Board contnued 1o be the “appointed authorities”
for assessment ang collection, remittance 1o Government was centralised at (he
Board’s headquariers, As this arrangement Wds mcompatible with the provi-
s1ons of the Act, as per Government’s mstructions the earljer procedure of
r.-;%uancc by the Exccutiye Engimncers themselves Was restored from August
1973. :

- )
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(if) Arrears in collection of duty:—By end of March 1973 the
i ¥

3

arr E

; f the Board were ]i Qo ars 1o

from the consumers o . 5. 96 0 n

collection tﬂf;lglgi‘é" by the divisions of the _Bo;hrd.;c:oliuclmn and tha aﬁkh‘f
Ass;:ssr;;:él of 1971-72 and 1972-73 were as follows:— ‘HI:E
at e 4
Opening Assessment Cnllcctian 3 E

Xear balance Eﬁsﬁ }

(In lakhs of Rupees) & E

1971-72 * 69:28 H3Z30. 5205 604 i

. i

1972.73 % 76°04 2,33-49 2,12'55 965 ;

i _IT

: ' delay in payment by consumers of ¢

The arrears were mainly due to ] of ener :
demand bills in which the duty was included. gfi
{

Year-wise analysis of the arrears has not been furnished by the

. Hﬁard i
The arrears include "Rs. 1506 lakhs assessed on Indian Me(gls and Ferp, 1
Alloys Ltd , Theruvali (a joint stock company) Periaining to the period Apri|
1967 to March 1973, which has been contested jp d.court of Jaw and s b c‘i
Judice (July 1974). )

(f11) A test check of the records of assessment, collection, ele., of elecr.

city duty n four out of twenty two divisions ang the headquarters of the
Board revealed (e following .

(@ Retention of duty collected beyond the prescribed period:—During
November 1970 {0 March 1973, when the system of centrahsed remitlance
(of duty collected) to Government by the headquarters Was n vogue, delay.
In remittance of duty collected ranged between § days and 144 days over the

Prescribed period of 3q days. The amount of duty ranged between Rs. 746
lakhs and Rs. 3097 lakhs each month,

arc VS| ad not remitted Rs. 13°62 lakhs
to Gm'ernmenl.

(%) Unr!er-as.f.wﬂnmrr of rﬁ:ry.‘-——Hindusmn Steel  Ltd., was drawing
power for jis Rourkely Ste

; ¢l Plant and for ghe energy consumed two-par
fanfl was applicaple, The consumer Was required to pay a variable charg

for the units actually consumed and also a fixed charge for the encrgy reser
ved for jig Consumption '

; ] . J'kccnrdmg o the Orissa Electricity (Duty) Ad,

961 as dmended in 1970 where IWo-part tarifl s applicable for billing,

clectriciry duty Yas 1o be leyieq on the fixed charges at |5 per cent in ﬂddmc’f

E : 1 the units congymed at the usual rates. The Exﬂ:u[!f‘;:

dﬂglncfn;r, .R{H.I!‘kc]:l Electrica] Division (under the Board) did not Ick‘:-_” Eﬂ‘:

Uty of Rs. 10-s7 lakhs on e fixed charges for 10 months during 197273

; il

196511?- fmgﬂ:ai audit:—Ap ternal  quqj wing  constituted in pfi

in interag) 4y “ONducling pogggr A ransactions. Defects nole

al e purs i o re

SYStem of brypainotc PUISUCd with g circles and  divisions. The

. EI‘-
nal audir, ) grtu the notjee of the Boarg periodically, the results ﬂﬂila
the operatis. ;Fﬂt}t] audit WIng has not ai50 conducted a critical {ﬂ",i“ugusi
1974) : ¢ Bourd, he work of internal audit is in arrears (¢
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CHAPTER qI
SECTION C

GOVERNMENT COMPANIES

20. General:—There were 46 Government Companies (including one
subsidiary) in the State at the end of March 1973 with a total Investment of
Rs. 34,41"79 lakhs by Government as share capital.

Of these, 33 companies were floated under the Pilot Project Scheme
embarked upon by the State Government in March 1958 to help accelerated
Promotion of small scale industries in the State by providing financial and
technical assistance,

Of the 45 companies (excluding one subsidiary), 7 were wholly owned by
Government and 38 companies including all the 33 pilot project companies
were  partly  owned by  Government, Government Investment in these
companies was as follows :—

Number of Government

Companies Investment
(Rs. in lakhs)
(@) Companies wholly owned by Government | 7 32,5115
(&) Companies partly owned by Government—
(i} Other than those floated under Pilot Project 5 1,33:72
heme
(V) Companics floated under the Pilot Project 33 5692
Scheme

According to Section 210 of the Companies Act, 1956, the accounts of
cach company are to be placed before the Annual Genergl Meeting  within
nine months after close of the year. The accounts of ] the companies ex-
Cept one viz, Orissa Small Industries Corporation Limited, were in arrears
for various periods as detuiled below. The accounts of 11 companies
under the Pilot Project Scheme were in arrears since 1965-66 or carlier years,

Year from which Pilot project Other companies

accounts are due companics e Tatal
(partly owned) Wholly Partly
by Government owned by owned by

Government Government

1972-73 : KX 6 3 q2
1971-72 i ] | 4 2 37
1970-71 ik 31 3 2 37
1969-70 3 28 2 2 32
1968-69 s 26 2 28
1967-68 r 19 ] . 20

1966-67 ita 16 1 P 17
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OF the “rartly: owaed othes Gm*m:nmcnt Cnmp:lujes,‘lhe fn]}bp_,ms_.

: L invesiment indicated against cachv were hquidated
Gmcrmf’r::ﬂ disposed of: details of amounis realised by GG"@FDmenf e
‘i“;'ﬁﬂ:r;p;tﬁ contribition sl iaiase (June 1974) 2ing
1

.
21. Guarantees by Gm'fmm.fwf:w—Gm'ernment have Suaranteeq the re.

payment of loans of Rs. 204084 lakhs raised by 14 Government COMpanies
as against which Rs, 14,8382 lakhs Were outstanding op 31st March 1974
as shown below:— E

Company It

b}' G o o i

(RuPees »

Igi?s).f:{
Mayurbhanj Sy inning and Weaving Mills, Rairangpyr o 12":0
Koshal Industrial Development Syndicate, Bolangir i 45 g

i

i |

COT1

Number of Extent o Amount o
companies which oulstanding

Buaranteed Buaranles Y

E 106
Wholly owned companies 4 3 20,20-79 14,6977 l*
P19
Partly owned Pilot project Companics 11 20005 14°05
1971

1972
The concerpeq Government Companies Were to pay to Gmtmmtﬂ*_
guarantee Commussign 44 rates varying from } Per cent to 1% per cenl
of the Oulstanding Blarantee.  AJl tpe 14 companijes defaulted in paymen! I
of guarantee Commission, Rupees 30-g3 lakbs were o utstanding from thesé Comp

companics  (oyyrs Suarantee Commissiop, pasen

; : 23
D"“"S 1972.73, Orissa Boarg Mills Limited (a pilot project company)

had 1973 ¢
. ; oins Dbiﬂin{‘d b}' it for which Government 7 Govern
EIVen guarapgee. Rupees 9'57 lakhs Were paid by Government during 1972-

‘L Iepayment of Principal ang nterest in fulfilne nt of the guarantee obligatio®
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22, Profits =—The following (able shows  the financial resylts of the
Government companies which submitted accounts for five years ending
1972-73 . _

Year Numbhber Companiss EATNINE prof Companies tuslaining Toia]
ol com. Joss
Panjes -—~—--—-—-—_“‘———--——-=—--—1 — Tk e e
which  Number Faid-up Total Per cepy. Number Pajd.up Toty) Paid-yp Profit (+)
finalised Capital profig lApe capital lozs capital I'_q\:,-,(-r.}
SECounis
(Rupees in lakhs) {Rupees in Iakhs) (Rupees jn lakhs)
! PiLoT PROIFCT COMPANIES
1963.65 7 4 1098 13y 19 Ay 1'28 1845 (+3001
196370 5 s G'6% 1’21 15°'% J 127 oas 13az (+)0-23
i
; 1970-7; 2 1 100 073 249 1. & 032 362 (4040
{5
re-
les  1971.%2 2 2 569 161 agg Nl Nir Nil 569 ()16
I
973
I
) 1972.73 Nij Mil il il Nil Nil Nil Mil MNil Nil
E 4 T
of \ OTHER Conpanips_
18 f
¢ 196869 7 2 45438 3y 7' 5158669 gsap 204107 (—)s1-g4
e 3
:1. 196970 L I I1re61rag 18°21 1'a 2 49652 Joog 22 50'ag (—31277
1970-7 4 I 194200 sgpn 26 I 70889 3594 26.50°89 (+)14 47
1971.72 | 3 1 1000 2414 §0 2. 192015 g0y 195215 (1062
I 197273 1 I 550 L 1] 7513 Nil ™Nil Nil 550 (J]t': 40

In respect of Orissa Foresi Corporation (a wholly owned Gm'cmmem
k Companyj, the accumulateq [oss of Rs. 1,0200 lakhs a¢ the end of 1969.7p
"~ Was more than the share capital of R 6900 lakhs,

23. Companies Hoated uneey the Pifay Projecy Scheme —On 315t Mz arch
1973 there were 38 companies Moated under the pilog Project

_ : scheme With
G-::vcrnment mvestment of Rs, 5819 lakhs,
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; ; anies were liquidateq '

following five companies were © and Re

lakl fﬁl}a E?f;;;thésg:r;g:emcnt mvestment in these companies awaited rcahsaI ”
aKhs oc

Ll v o gy
or write off as per details given below n

et nu S

e Sheomnany Gl lquidaip . |

(Rs.in lakhs) : :’

Orissa Frunt Products Limited, Cuttack 3 0'16 Not araihb#
Kalinga Fruit Products Limited , Parlakhemundi 017 February 15e ],
Barabati Fruit Products Limited, Cuttack A 012 Nm‘f-‘mhq 19511
Cocacol (India) Limited, Puri : 082 Not availig i
Kalinga Hard Board Limited, Sambalpur e 002 July 1965 ;
Total 3 1'29 :F

%

(6) The following five companies with total Government INVesiment op

Rs. 3°25 lakhs were under liquidation from the dates indicated against cach — ¢
1
i)
Government Year from
Name of Company Investment which unde,
liquidation
3
(Rs. in Iakhs) :
Madhusudan Chemiea) Industrics, L1g » Cuttack . 060 1964-65
Orissa Trunk and Ename] Works Ltd,, Cuttack '3 1968-69 ;
Chilika Casheyw Manufacturing Co., Balugaon e 047  Closed  from
1962-63, Under.
liquida tion
r.I'Dm 19?1'?111 .
Konark Processing Works Ltd., Cuttack : 070 1962-63
Utkal Fruit products Ltd,, Angu A 014 July 196
(¢) In respect of the following four companies the shares and / or assels
Were sold by Government 10 other parties and the value awaited realisation '—
Government
mvestment
(Rupees in lakbs)
Utkal Metg) Products Limiteq, Bechampyr =3 100
Hansnay), C-trmumlclndustrics Llnutcd, Cutlack 042
Eastern Acquatjc Producys Limited, Cuttack . 0'53

Kalings Fnurtdry Limiteq, 083

Dh.-_tnmnndnl

E

10,

11,

13,

ment
the b
The s
on al
comp;
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(d) The following thirteen companies stopped production or were
closed for the reasons mdicated against cach Government have not decided

(July 1974) whether to revive the companies or to liquidate them :—

Investment Date  from

Company of which stopped Reasons
Govern- production
ment or closed
(Rupees in
lakhs)
I. Modern Electrionic Lim i1t e d, 2.48 August 1967 Want of  working
Cuttack capital
2. Onssa Electrical Manufacturing 434 August 1968 (Not available)
Limited, Cuttack
3. Premier Bolts and nuts Factory 1"26 October 1966 Want  of  working
Limited, Cultack capilal
4. Modern Malleable casting Co 30 1970-71 Want  of  working
Linuted, Berhampur capital
5. Omnssa Board  Mills  Limited, 367 (Not available)  Financial diiculties
Cultack
6. Manorama Foundry  works 1'56 1969-70 Difficulties in market-
Limited, Rairangpur ing the products of
the company
7. Onssa Sports  Manufactures 1'03 September 1967  (Not abailable)
and Fabricators  Limited,
Cuttack
8. Orissa Foundry Co. Limited, 225 1965-66 Difficulties 1n market-
Berhampur ing the producls of
the company
9. Jagannath Chemical a1 n d 1'87 (Mot available) Want  of working
and Pharmaceutical works capital
Limited, Cuttack
10, Kalinga Steel and Wire products  1'15 1966-67 Want of  working
Limuted, Cutlack capiial
11, Cuttack Iron and Sieel products  0°58 {Not available) (Not available)
Limited, Cultack
12, Manufacture Eleclro Limited, 036 1962-63 Want  of working
Cuttack capital
13, Balanga Iron Works Limited, 1'59 (Not available)  Financial difficulties
Balasore

24, Return on capital invested and capital employed —A synoptic state-

'_ ment showing the summarised financial results of the thirteen companies on

the basis of latest available accounts is given in- Appendix IIT (at page 59).
The statement also depicts the return (comprising nct profits/losses and interest
on all borrowings including short term loans) on capital employed which
compnsed net fixed assets and working capital,
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SECTION D

Orissa CONSTRUCTION CORPORATION Livitep

25. Introductory :—The Orissa Construction C“oép-:{ml:m; Il_mg[cd Wis 1
mncorporated in May 1962 as g wholly owned St!:}!;. [{:.-::Ir: men ?Imp‘%ny_ |
with the main object of chmmating the monopolistic n ]t;ncfy rL:-nJ11 t hc part
of private contractors m the execution of construction works for y ICh they

Were quoting exhorbitant rates, especially where large capital outlay and !
use of heavy machinery were involyed. i

The Company was ¢xpecled to help in cmnplulm? of work in nmg__ +
rcducmg construction costs and cnsuring quality control, & 3

The accounts of (he Company for 1972-73 have not been macle m-‘di!ul?!e._; :ﬁ
The Management stated that the accounts for 1972-73 were under ﬁnnljs;nmn : |

(June 1974)

Capital  Structure —The authorised caprtal of the Cmnp:my is Rs, 100
lakhs.  As on 31st March 1972, 1ts paid-up capital wys Rs. 82'14 lakhs (raised
to Rs. 92'14 lakhs i October 1972). 1In addition, the Cmnpzmy had also
obtained loans; the oulstanding balince of loans on 3]st March 1972 was -
Rs. 11955 lakhs,

The debt-cquity ratio on 31st March 197> was 007 ; | agamnst 008 . |
m 1970-71 and 007 : 1 in 1969-70.

The borrowings a¢ on 31st March 1972 included overdraft of Rs, 2747
lakhs bearing interest at 7 per cent taken from the State Bank of India on the
Secunty ol fixed deposits.

e

S

i p_'_--.".-.-._-__'_-.ig.._-.,-n_z-\..n_g._\_._u,u_
e ey

T

Mention wys made 1n paragraph 92 (5) of the Report of the Complroller
and Auditor General of India for 1970-7) regarding  drawa] of advance of
Rs. 50 lakhs op 3ist March 1971 from Government bearing Interest of 7 per
cent for utilisation ng working capntal and purchase of machinery i connection
with the construction of dykes 11 anq I of Balimela Dam Project and mvest-
ment of Rs 30 lakhs therefrom 1y fixed deposit with the State Bank of Indig !
for one veur bearing 'MHErest at 6 per cenl. - During December 1971 to April, Cap
1972 {le Company drey Rs. 29 4p lakhs g overdraft from the State Bank of
India agintereyy ol 7 per cent Per annum on (he Security of (he fixed deposit.

In Maturity of the fixeq deposit ip April 1972 was adjusted aganst the over-
draft, Thus, the C'mnp‘m}-‘ Paid interesy 4y 14 per cent on the amount (1ed
per cent 1o Governmeny and 7 per cent to the Bapk) A84Inst which it receyed
Interest at 6 per cent on the fixeq deposit mterest paid on the overdraft was
Rs. 019 lakh,

bl

were
The neg “Xpenditure gy the end of 1971-72 r-:prescntmg the working tors.
C;tpllfl],. Which remamned 1o pa eimburseg by Gm*ernmcm (Rs, 931 lakhs)
and Costl of Il'I..I*.JI]HICF}' L‘”]i’]]u}'ﬁ‘d on Hu“"”ﬂa “.-Drks [R'ﬁ 94) !ilkh&} rﬂl" WIH'CI'I

the advance Was drawp, totalled R 18 80 lakhs, The advance of Rs. 50 lakhs
Was, therefore, not fully Ulilised op those works,

1 ]!1 Junc‘fﬂ?.?.__ihcl L~r_mlp;uu Obtained 4 loan of Rs. 10 lakhs from Govern-
aent at ihterest of 61 PEL Cent for purcliyge of Machinery for works entrus-
ted by the Paradeep pory Frust.  The ilire loan of pg - 10 1akhs was ytilised 1

for CXpenditure g P:‘[I‘.IEIL‘{']} Pory works during 1972.73 o which expendi- and e,

llf"f" o Plant ang Michivery wys po 027 Jakn The loan of Rs. 10 Jakhs at Rs
Was thus no fully utiliseq 101 purchase of Machinery [or Which 1t was taken,



25

Financia! posivion —The following table shows the financial position
of the Company at the end of three years up to 1971-72 —

1969-70 1970-71 1971-72
(Rupees in lakhs)
Liabilitics —
(a) Paid-up capital including advanee 214 1214 8214
for shares
(b) Reserve and Surplus 3 465 507 573
{¢) Borrowing (including overdrafi) 806 572 3318
() Trade dues and other labilities 10805 17924 197°81
(including provision  and
advances for works)
192:90 262°17 31886
Assers —
(¢) Gross block 76'07 101'03 12093
(f) Less depreciation i 3117 n'7il 4464
(g) Net fixed assels i 44'90 6522 86'314
(1) Investments X 388 ‘ 3'88 3'88
(1} Current assets and loans and 111°08 187°67 220'80
advances
(J) Profit and loss account ‘e 3304 540 784
e e e Y
192:90 262°17 31886
T T T R
Capital employed s 4793 73'65 10933
Net worth i 4375 71'81 8003

Note : () Capital employed represents net fixed assets plys working capital.

(i) Net worlh fepresents paid-up capital plus reserves less intangible assets,

Fixed assety ‘—As on 31st March 1972 the fixed assets of the Comp:my
were for Rs!86'34 Jakhs of which value of plant and machinery, trucks, trac-
Lors, ete. were g follows .

(Rupees in lakhs)

Plant angd machinery 3403
Trucks 26°08
Trolleys, trailers and tractors 1'42

The Company has not maintained
and equipment were being utilised, Son
at Rs. 677 lakhs were 1dle during 197]

any record to show
12 cranes and other ¢
=72 and 1972-73 1,

how these plant
Qupment valued
or want of work .
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Stindry debtors .—The following table shows sundry debtors and turp-

. u 0 i e '} o e
over at the end of each of the three years ending March 1972 :

Total book Turnover Percentage of
debts debts 10
lurnover

(Rupees in Jakhs)

As on 31st March 1970 ‘s 3538 8618 44'4
As on 3lst March 1971 35:37 1,60°5] 220
As on 31st March 1972 i 60724 3,19°48 189

Of Rs. 60°24 lakhs due to the Company from sundry d-::luqrs as on 31st :
ue from Govern.

March 1972, Rs. 5875 lakhs constituting 97 per cent were d

ment. - According to paragraph XVII of the Report of the Company Ay
tors for the year 1971-72 (July 1973), Rs. 21'33 lakhs were
several years and the chances of their recovery were re

mote, as they were not
admitted by the debiors

Iventory:—The following table shows the value of stores n stock at
the end of each of the three years cnding 1971-72 -

1969-70 1970-71 1971-72
(In lakhs of Rupees)
Stores 3244 3978 46°88
Loose tools 0-52 0'99 1'79
Stock of quarry products 065 059 063

The value of stores i stock represented 417 ent i :
) Per cent 1 1969-70, 258
per cent in 1970-71 and 155 Per cent in 1971-72 of the value of work done,

Stores in stock as op 31st March 1972 included une
g 1108 lakhs.  Although the Bogre op 212, /1¢luded unsery

1ccable stores of
13posal of these stores, these

'rectors had approved (Apnil 1973)
were yet to be disposed of (Jupe 1974),

In Mareh/April 1973 the Proj “ngi !
r vlarch, : Ject Engincer jn charge of the works at
Talcher Fertiliser Project reported that the following smrcshhnd been stolen :—

Quantities Value

(Rupees in Jakh)

42'768 1'4)
lonnes

One

Mild steel rounds

Petrol vibrator V03

- "_"..;_.-_.:'..’.'l.'.‘::-di

gy
N BT Ay ek

outstanding for

tl
tc

pr
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The circumstances under which the thefi took place had not been ipvesti-
gated (June 1974),

The Company procured 2239 tonnes of broad gauge rails during 1970-71
to 1972-73 for the port works at Visakhapatnam from the port authorities
at the cost of Rs. 0'77 lakh. Of these, 56 7 tonnes were consumed on work
and 40°4 tonnes were sold to a private party for Rs. 0°'45 lakh. The stock on
hand was 9 tonnes leaving a balance of 117 8 tonnes unaccounted for, The
book value of the shortage of rails was Rs, 04] lakh but computed with refe-
rence to the sale price realised its value was Rs. ['33 lakhs. The Company
Auditors 1 their report on the accounts for 1971-72 observed that “the ex-
planation given to audit m this regard was not at all satisfactory”

Stores valued at Rs. 109 lakhs issued to the following works were re
ported by the Management as lost 1 transit :— :

Rs.
(/) Mahanadi bridge : 90,229
(i) Birupa bridge g 697
(ifi} Kabar quarry v 9,447
(iv) Burudung aqueduct i 199
(v) Ghodahada aqueduct 8,678
Total o 1,09,250

Although the accounts of these works had been closed, the losses had
not been investigated so far (June 1974),

The Company Auditors in their report on the accounts for 1971-72 made
the following comments on the stores transactions of the Company :—

(r) The details of consumption of stores valued at Rs. 15 lakhs (in-
cluding deisel and petrol for of Rs. 9 lakhs) were not avatlable at works site
of dyke III of Bahimela Dam Project

(i) Malerials purchased were issued to works dircetly without laking
them to stock. There was no record to show the quantity received or issued
to the works

(1if) Closing stocks of materials were not physically verified,

(iv) Details of materials issued to job-workers were not mantained
properly to venfy their utilisation Oor return.
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Waorking Results :—The working results of the Company for he las~
i & Sy RS
three years are given below = |
3

Profit (--)/Loss (=)

Year
(Rupees 1n lakhs)

1969-70 (—)7:00

1970-71 (+)27°64

1971-72 i (—)279

The accumulated loss sufferred by the Company up to March 1972 Was
Rs. 7'84 lakhs. During 1970-71 the Company earned a profit of Rs, 4279
lakhs out of turnover of Rs. 9340 lakhs from the gap-closing work at Balimela,
As such, during that ycar the Company could show a net profit of Rs, 27:64

lakhs.
The works exccuted by the Company since its fncepi:’or; upto 3ist March
1972 and the financial results thereof are given in the Appendix IV (at page 60),

The following table shows the number and value of works undertaken
(upto 31st March 1972) and completed since 1962-63.

e b g

By negotiation By tender
.r""'_""'—“")‘"‘_"_""\ l‘__'__"k"_"‘""_\ e
Number Value Number  Value }'
(Rupecsin (Rupeesin
lakhs) lakhs) &
Works taken up 5 27 10,3141 13 6,129
Works compleed 5 16 4,4227 0 37781
:

The following table shows customer composition of works undertaken
by the Company up to 31st March 1973 .

Customer Number Value

of works {In lakhs

of Rupees)
Government of Orissa e 51 19,32°49
Government of India o 4 21'93
Autonomous bodjes 42 17 4,12°35
Others 3 17°11

tcndgrfiamlnc‘?vll?igﬁnft Ih—ld 1ol maintained any record to show (he number of
suceessful and (he rg:““flﬁiltﬂt the number of tenders in which It was not
during 1971-72, ou ﬂ}xansr[ I-::.rr:tl”or On review by Audit it was noticed that
titive tenders, (o O ﬂ;‘c(;rhs veeured for execution, six were against compe-
basis of ncgc:li'llm Nt the Company being lowest and seven were on the

“comn’ 1L one case although the tenders submitted by the

Cump'my WCre comparat; i
- ‘ mparative] highe . Ao ; -
tiation at the lowest tendered mﬁ:};_ "> the contract was awarded to it by nego-
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During the period from 1962-63 to 1972-73 the Company accepted con-
tract from Government for works of the total value of Rs. 19,3249 lakhs
of which contracts for Rs. 16,23'00 lakhs were awarded by negotiation.

There were no data to verify how the agreed rates compared with the
prevailing market rates and whether any advantage accrucd to Government
by awarding the contracts to the Company by negotiation.

In two cases the rates offered to the Company were higher than the schedule
of rates ranging from 9 to 85 per cent.

In November 1971, Government issued a directive to the Company that
in taking up any new contract scheme or project, 1t should aim at 2 minimum
return of 10 per cent on investment. The Board considered the matter in
December 1971 and rephied to Government that it might not always be practi-
cable to follow the directive. It was stated that the Company might at times
take up works at low rates in the interest of overall economy or works might
be entrusted to the Company by Government at negotiated rates ; investment
would also vary with different types of works. It might not, therefore, be
possible always to guarantee a mimmum return of 10 per cent on each work.

: bThc Company had no alternative profit plan of its own to ensure its
viability.

In November 1973 the Management estimated that the Company would
break even at a turnover of Rs. 3,00°00 lakhs per annum. In 1971-72 although

the turnover exceeded Rs. 300 lakhs the Company had sustained loss of
Rs. 2'79 lakhs.

Construction performance:—Up to March 1972 the Compan

: £ any completed
36 out of 60 w.mrkg. for which contracts had been accepted. Nineteen Emrks
were mn progress,  The remaining five works which had been accepted during

1971-72 had not started. The following table shows the financial r
Aler ; . ancial results
the 55 works up to 31st March 1972 ;— esults of

Numberof  Valucol  Profit(-F)/
works work done loss(—)

(In lakhs of Rupecs)

Completed works on which profit was made .. 20 3,69'85 (4+)2718
Completed works on which loss was incurred 16 4,50°23 (—=)4009
Works i 5¢ hi :
or fn;n progress on which profit has been made 6 2,29'58 (+)49'68
Works in 5 ' ' : ;
orks in progress on which loss has been incurred 13 33925 (=)3781
Some of the w i i e '
oy oms he works on which substantial profits were made are mentioned
Name of work Yalue of Profit
work done made
(In lakhs of Rupecs)
Balimela gap-closing work ok 93'40 4111;
Salandi Dam

. 79'38 4:42
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The works on which the Company suffered heavy losses arc Mentioneg
below :—

Name of work Vﬂl;knf
(In lakhs of Rupees)
Sunabedg building and road works 1 1,7534
Haridaspur quarry 7763
Dyke works at Balimela 1,45'44
Mahanadi bridge 1,26°30

The following reasons were attributed (November | 973) by the

ment for the losses and decrease In profits suffered from time to (ime —

(@) Escalations in costs and prices ;

() increase in overheads due to delay in execution :

(c) fnadequanc}r of working capital ; and

E O IC
Ti
(d) acceptance of work at uncconomic rates ag
50
Operation of quarries;—In the Annual Re
ment stated that unecon

arries was one of the rcasons for

¥
g quarries were worked for
and other construction works, at various
times :— '

;;.

.":

(#} Hindol roaqd quarry

(fi) Kabar quarry (Tap

ang quarry)
(i) Sunabedy quarries

(v) H;m'dﬁspur quarry

i oopectively.  Kapar QUarry was surrendered
In October 1968. The follow;j

lHowj a0le shows the T
mancial resyjs of these quirries, 76 [able shows
Quarry Total valye Profit( +j)!
of work Loss(—
done
(Rupees in lakhs) T
Hi
ol road 4 10°89 (+)437 the qu;
Kabar (Tapang) : : demang
Eo o 2590 (=)213 and Py,
na a o 35'60 (_)11-98 1973 ”]1
The quarries wore closed .
to work the f'surrcndg,

rock pr
red bucuur:c Cithe

. C it was unec nomical  Rs, js-;
m or the connected Projects were compleeq, 0
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Mention was made in paragraph 42 of the Report of the Comptroller and
Auditor Genera| of India for 197172 regarding transfer of the Kabar (Tapang)
quarry by Government to the Company, |; Was also mentioned therein that
Government had purchased certain peyw ¢quipment (valye Rs, 1'32 lakhs)
and transferred thom to the quarry, The whereabouts of these plant and
Cquipment after the surrender of the quarry were not known. The Management
could not also state what was done witj the plant and equipment deployed
in the other two quarrics which were closed,

The Haridaspur quarty was transferred to the Company by Government
in September 1962 “‘in the interest of State’s Dcve]‘opmcm Programme” with
a view (o Improve its operational cficiency.,

Mention was made in paragraph 104 (a) of the Report of the Comptroller
and Auditor Genera] of India for 1969-70 regarding the transfer of the quarry
and non-scttlement of accounts between Government gng the Company,
Mention was also made in paragraph 65 of the Audit Report 1966 about
payment of advance of Rs. 25 lakhs by Government to the Company for
operation of the quarry and supply of rock products for Paradeep Port works,

The accounts angd transactions of (he quarty remain to be settled (June
1974). Out of Rs. 25 lakhs advance paid, Rs, 5 Jakhs only have been adjusted,

The balance 15 yel to be recovered of adjusted (June 1974).  The Company

agreed (March 1970) to pay Rs. [2'54 lakhs as transfer price which had net
S0 far been paid July 1974),

The following table shows the resuls of the working of the quarry ;—

Year Value of Cumulative
production Josg at the
end of the

year

(In lakhs of Ry pecs)

1968-69 i 9459 (—)8'30
1969-70 13'57 (=)922
1970-71 449 (91073
1971-72 ‘e 1'08 (=165

The continuing losses were slated to be dye (o -

(1) lack of demand for rock products,
(1) rise in costs, and

(#7) heavy retrenchment compensation,

The Manapgement cstimated {hat the minimum turnover for Operating
the quarry cconomically was R, 25 lakhs Per annum, |t Cxpected an assured
demand for rocl: products of Rs. 186 lakhs for construction of the E:s;prﬂssway
and Puradu:cp Port works, During the 11 years of 1ts Operation up (o March

3 the average annual turnoyer Was Rs. 748 lakhs. The tota] vialue of the
rock products supplied for Expressway and Paradeep pory works wag only
Rs, 1575 lukhs, :
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fer back the quarry to Goverp.
: ‘ompany decided to trans S s
nt]” %ﬂfaf;ﬁ;;’l%ﬂnﬁfﬁgcn{ to take back the quarry is awaited (Jupe 1974),
ment. :
! : idee over the river Jeera *—The work of
r a high level bridge over 1 f Pah bk
a ﬂ””ﬁ';g;”g? gfhiﬂh g]cvcl bridge over river Jeera on National Highuay
nf?lr*] bBEIL:n-uh“ was awarded by Government to the Company in March 1970
i bl . S >

% titive tenders, for Rs. 1684 lakhs against the Goverp.
ment cstimate of Rs. 1793 akis. 1t was (0 be complted by Bt NaicHl ¥
;I;?} The Company obtained advance of Rs. 2:00 lakhs from Governmeny

as working capital, made preparations for starting the work soon after receipt

! ¢ ’ t to supply the =
ork order in March 1970 and requested Governmen PPly the ¢
gquu:ki{;]g‘;?r Tl?c first set of drawings were supplied in June 1970 when rajpg ©

ad already sct in and the niver was in flood.  The layout work was Started in
16::(110%5; 15?0 after the flood subsided. The Company started the work in
November 1970,

The work consisted of sinking wells, ]a}-'ing well caps and constructing
superstructure.  According to the procedure laid down by the Government
of India in August 1970 forworks in respect of National Highways,
bearing capacity of wells sunk at the bottom of the \n'cl?; has to be ascertained
before plugging the wells at Jevels higher than the designed depth to ensure
that the wells did not sink after the supersiructure was built and approval of
Government of India obtained, Five, out of the eight wells sunk, were plugged

L R TR e

R o ol LI s

m JunefJuly 1972 at levels 1369 feet to 1689 feet higher than the designed i
depth on the orders of the Government Executive Engincer-in-charge of the
work.  As the prescribed tests were not conducted and approval of Goverp-

ment of India was not oblamed, laying well caps and superstructure work

were held up.  In respect of the other three wells, tilts and shifts were observed,
According to the agreement, the Company (as contractor) should have con-

ducted borings and furnished undisturbed soil samples for arriving at the safe T
bearing capacity of soil before plugging of the wells. The tilts and shifts were

to be remedied by the Company at 1ts own cost and it had also to bear the cosl
of conducting load test for the plugged wells, It was agreed (December 1972)

by the Company to take oyt core samples by the side of the plugged wells

and to conduct the safe bearing capacity tests,

It was revealed in (he discussion between the representatives of th e Govern-
ment and the Company 1 December 1972 that ult and shift in respect of two

wells could be corrected by further sinking beyond the designed depth and that
1t could not be corrected 1y Tespeet of the third well,

The Company had not done further sinkin
10 respect of the two wells, Core samples

In respect of the five ply ed wells
Were not obtained on (}e ground of nop- b llines

availability of required drilling machine.

The Company stopped the work ip April 197 in Nov 73
closed its site office except for 3 skclcmnp s[al’f.3 le moente

- Up to March 1973 the Com - T3 141 R
including Rs. (80 lakh towards msmﬂ:’rr e 1072 akhs on the works

t of establishment during the period from
April to November 1973 against which the coige
e R ; value of work » as pe act
rales was Rs. 766 lakhs resulting in a Josg of Rs gjﬂgkﬁféhiOIlb M e

It was cstimated (Febryg V enge . e
Portion of the work lg.s. 13 2‘;3.] 1973) that for completion of the remaining

: akhs w scrird .
onginal value of contract by Rs, 4'8?4 “lgllillllg o Saniee,: thus SXpeeolER o

8 1o correct the tilt and shift
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Gm'crnr_ncn[ had since revised the cstimate to Rs. 2700 lakhs. Govern-
ment stated (May 1974) that soil strata ncar the base of the wells sunk had been
collected and test reports were awaited after which work would be resumed.

Construction of bridge over Sundar riyer:—In order (o provide an all
weather road connecting Bhawanipatna with Bhubaneswar it was decided by
Government (March 1970) (o construct a 752'-6" long road bridge over Sundar
river near Khariar, The work was awarded (May 1970) by Government to
the Company on the basis of competitive tenders for Rs, 18 lakhs. The agree-
ment cntered mnto on 30th May 1970 stipulated that the work should be
completed within 18 months from the date of issue of work order 1, ¢., by 2lIst
November 1971, The work was commenced on 30th May 1970 and was still in
progress (June 1974). The question of extending the contract period of the
construction of work up to 30th June 1974 was under consideration. The
delay in completion of the work was stated to be due (o —

(i) delay in getting approval for designs and drawings, and
(i) delay in supply of steel and cement,

Delay 1n getting approval of the designs was attributable to the frequent
revision of designs at various stages,

The Company lodged a claim for Rs. 1'70 lakhs (March 1972) with Govern-
ment towards cost of establishment and machinery for he periods of delay
caleulated up 1o September 1971, The claim has not so far (June 1974) been
accepted by Government,

The lumpsum contract stipulated sinking of wells up to a depth of 386'24
fecet. The Company cstimated that sinking of wells would cost Rs. 800 per
foot, The dgreement, however, specified that when in actual execution wells
were sunk to reduced depth, deduction would be made for each running foot
of shortfall at Rs. 1,200 from the lumpsum contract amount.  As the wells
were sunk to a depth of 158'87 feet only, the contract amount was reduced
by Rs. 2'73 Jakhs. The actual cost incurred by the Company in sinking the
wells was Rs. 805 per foot. The saving that accrued to the Company for
non-cxecution of the work for 227:37 feet was only Rs. 1'83 lakhs against the
reduction of lumpsum contract by Rs. 2'73 lakhs.

R.C.C. lay by Jetty:—The work was awarded (July 1970) to the Company
by the Visakhapatanam Port Trust on the basis of competitive tenders, The
WOrk (estimated cost : Rs. 14°80 lakhs) was to be completed by 3]st July 1972 ;
the date of completion was later on extended to 31st July 1973. The work
was actually completed by 30th September 1973. Request for extension of
time up to 30th September 1973 s pending with the port authorities (June
1974).  One of the reasons for delay in completion of (he wWork was none
avinlabihty of floating crane and compressors.  According to agreement the
tranc and compressors were to be supplied by the port autp ritles 1o the
Company on hire basis, subject to availability, The port authoritics dijd
not have any financial hability for non-supply of equipment. The Company
could not also hire the equipment from any other source. Due to non-avai-
lability of crane and compressors as and when required, the Cumpuny lost
154 working days in the course of cxecution of the work., The money valye
of the idle Jabour and establishment and equipment was assessed at Rs, 2 00p
per day and Rs. 308 Iakhs in all, The Company has preferred claim
(February 1973) for this amount on the port authoritics which has not been
accepted so far (June 1974),
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; ' 7 cost control —The Com
nanct ny, internal audit  ane ¢
ﬁm}f’wmflc?;?j{g{,isen There was no system‘of fzquncmi 5;:[.”“"}' 5
had no et tenders or contracts, The Company Jid not also gyt
corigfr:rg?cfm:;mi check or audit or cost control. A though llemyyse
sys

f tendering or negotiation pg Codl

red for the purpose o . st

mates ::F:fm“ﬁ,;ﬂij&onc. It was, therefore, not possible to {‘md OUL 10 yhapt
g}ffcc;llinlhcglosses were due 1o cost variances or to dcceplance of Unf-‘mﬂﬂmfc} g

fales. The Company Auditors in their report on the accounts for 1969~?g_ i
commented as follows :— _
i 2 the actual consumption of Stores =

It had not been possible to compare tion 3

and Ef;:ucrfnls with the relevant ¢stimates because the cstimates wera not
made available to them, . E
(b) Bulk of the works were executed through job works ; there was no
record to correlate the quantity of work done with the quanuty paid for,
(c) There was no cost control apparatus,

(d) There was no control over expenditure by correlating costs with
the benefits,

Ol

elay :— i
(@) shortage of working capital, f

(&) delay in the Supply of designs and drawings, i

(c) delay in supply of malterials Jike stee] and cement, and &

(d) shortage of slores and spares [ike truck, tyres, ctc. f

[

SECTION E
Imnusmm[, Dnvrmmm CDRPDRATIDN OF ORissA LIMITED

26. (I)_ﬁqrraducmrr_}-:a(a} The Industrig] Development Corporation (
of Orissa Limiteq Was Incorporated a5 4 wholly owned Government Company

In March lﬁlgsziwith the main object of Promoting, establishing and executing (
industries Within the State,

_ (v
84 S(b) %pr!ﬂf Structure ;—Thae authorised capital of the Company wag

% 00lakhs ang the paid yp, Capital as on 31 March 1972 was
Rs. 18,400] lakhs, The Cnmpany had also obtained 1::-;11'::,;,l The outstanding
ggfg:n.l ©f foan as op 3lst March 1972 was Rs. 17,08-64 lakhs as detailed

Amount Tl
(Rupees in Jakhs) to the

48 5,19°49 (V)
Gm’cmmcnt of Indja |

0'55 and in
Scheduled baps (guaranteeq by Government of Orissa) : 5,78°55

Value of I‘.l'l.:u:lllr:lr.:ry Obtaingd from fore; : fﬁ}
£ . { or¢ . : s
Payment basjs (8uarantee by Gm_;ﬁ:;ug}r&g;fcrcmd 2,1005 utilisaty,

Gavcmmcnt of Origsy
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(2) Einancial resylys “—During 1971.7> {he Company, a‘er providin
for Development Rebate Reserye of Rs. 3:05 lakhs, sﬂsuﬁncd nctploss a%'
Rs. 54'87 lakhs against net loss of Rs. 82-44 lakhs in the previous year,

-

The accumulated loss at the end of 1971-72 stood at Rs. 6,01'98 lakhs
([:.gl:]vﬁmpmcnt Rebate Reserve: Rs, 3,14'06 lakhs and trading loss: Rs. 8792
lakhs).

The Company had cstablished seyen manufacturing unjts gy of which
were 1n production during 1971-72. he investment of the Company in

these units as on 3]st March 1972 and their financia] results for the years
1970-71 and 1971-72 were  as follows :—.

Unit Product of Investment Pmﬁt{-i—JILnss(—}
manufacture ason 3ist  ——

R
March 1970-71 1974 72
1972

(In lakhs of Rupees)

(i) Kalinga TIron Works (ac- Pigiron 10,1772 ¢ —)24'65 (=)61'00
quired from Kalinga indus-
trics Ltd, in running condi-
tion in April 1963),

(if) Hirakud Industrial Works Febrication 4500 (+)320 (+)5°71
{(acquired from Govern- work
ment in running condition
In November 1962),

(iif) Choudwar Tile Factory Tiles 3733 (—=)2:3¢ (—)2'78
{-;oré'fmrssmncd i March
1966)

(iv) Hira Cables (commissioned ACSR and ACC 21635  (+)1°36 (—)2'42

1 November 1968) conduc t o rs,
Copperwire
(+) Hira Cement Works (commis- Cement 8,247  (#H)rs1 (+)17'81
sioncd in February 1966)
(v) Re-rolling  Mills (commis-  Iron rods 9460 (+)104 (+)0'53
sioned 1n Jung 1968)
(vii) Ferro-chrome project (com- Ferro-chrome 38988  (—)o'oy (—=)8"49
missioned in November
1970 —_——
Total 17,3335
B

The Management atrributed the losses in Various units during 1971.72
to the following :—

() Kalinga Iron Works—Increasein cost of raw materials, selling cXpenses
and interest burden,

(i) Choudwar Tite Factory—Poor demand for tiles in the market, under-
utilisation of capacity and high cost of production,
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: : of raw malterials for alumjpi et

oy s unit—Increase in cost ; iupy

d(n:[)[)gr;ril fﬁfprice of copper wire not covering the cost of Produa
condu :

tion,

‘ect—Hi Is on account of ]U‘;U pn}du

vl Ferro- rome Pr{?jfﬂf nghﬂl’ EOS‘ : - 5 |

tjﬂn (;}i]utjbdﬂ:’lfj::ll il Siﬂ!-,' HHJIEI'E{: ;lild Sll."“p mn ]]lcll'l.ﬂl jﬂl tl“: I] Ish T
? = Il ed p ﬂdll

) i—According to the policy laid down by the Company*
in Iﬂ(g;% ?:;Eggﬁ?gnnldnbn utilised to aid, assist and finance industrig] Under.t
tnkings’w,gh a view to promote or to establish any industry considered necesgye
for :hc’dcvclnpmcm of the State or as a means of profitable INVestment ¢5°
improve the financial results of the Company.  Accordingly, the COII]pa:n' ¥
had 1nvested Rs. 32°50 lakhs up to March 1972 in the shares of the founw:n._
five other companies :—

Year of Investment ip shares

E
o i ]

S == A T e -
Iﬁmm q‘ypc Number Value Amount (Percen. ™ }

of  of each (Rupees tage to =
shares in lakhs) total paig :
Up Capita] = I
of the ;. I:
Comnan}r]% L¢
(1) Jayashree , Chemicals 1966 Equity  1,49,606 10 1496 1080 = S
Lid., Ganjam ;3 1t
(i) Aska Co-operative 1962 Ordinary 3,000 100 300 455+ of
Sugar Tndustries Ltd., . m
Aska % di
(i) East Coast Salt and 1966 Equity L146 1,000 1146 99:65 + W
Chemical Industries ~ de
td., Sumandj { ba:

(#) Kalinga Exporters, 1d. 1970 Equity 1,300 100 033 2599 °

Bhubaneswar (partly :
paid up)

(v) East Coast Breweries 197 i : zn 8

and DISII'HCHESRLET, 3 Euity #4300 2 s i P
Cultack E

No dividend Was received by the Company f; hese | to
March 1977 pany from these investments up to.

East Coast ga¢ and Chem; ies Limitag : o ]
Company, Besides imnstirﬁglan;.m?ll‘jg(ﬁf{“;elsnL?qu pi alsufbslldlnr;; qg'”w
company, {he Cnmpnny had advanced R > mrn ' OF the subsi mnh* I
1 or ﬁnancing is c1p;l1l lnnci ci S, :?":' ﬁ?' ltllflls (as on 3ist Marc
1as finalised jyg accounts yy Sty Vorks, ]

(s S he subsidiary company an[.:}ilf-
IOS§ of Rs, 968 lakhs, Fllsllp] o Efplember 1970 which show a cumulative Subsc

khs for the subsequent Were i
48 also been estimated,

R Proposal to underwrite 20 per cent Pe

E}f Egﬁagﬁﬁiiméﬁiif‘{“‘“"‘.‘“‘F preferene Shﬂfﬂsp(‘-’nluc : Rs. 15 nghs}pissucd ' !}5 24
F'9°5 per cent op :;:n dition {hy, SA%IAM, in the hope of an assured return :”t <

S0 underwrigon i 1 II{?H that the Promoters woy|( buy back the shares. ! n;_ln
the Company 10 indsr APl 1965, Jayashree Chemieals Limited approached. IJ}-:turé;_jn
ative preferane oh Crwrite equity shares of Rg. 15:00 Iakhs instead of cumu- 19 Gou
€ shares on 0 Eround that it yyae facing difliculty in getting. 10 €xce

D
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equity share capital of Rs. 49-0p lakhs under-written in the market. The
Company agreed (Apri] 1965) to the Proposal as the investment was of promo-
tional nature. The agreement provided that 30/98 fraction of the capital
left unsubscribed would be subscribed by the Company but it did not
-provide for the pruchaﬁc=bag:k of those shares by the promotors, In 1966,
the Company pPurchased equity shares of Rs, 14:06 lakhs (30/98 of Rs. 4900
lakhs left unsubscribeg) although according to the oniginal proposal it was
to buy shares of Rs, 9:80 lakhs only (20 per cent of the redeemable preference
shares issued). These shares are stll with the Company yielding no return.

East Coast Brewerics and Distilleries Ltd., Cuttack was registered in
April 1969 with an authorised capity] of Rs. 50 lakhs. In May 1969,
the Brewery Company approached the Industrial Development Corpora-
tion of Orissa to underwrite the public issue of cquily shares of Rs. 14
lakhs for establishment of a4 brewery at Paradecp at an estimated cost of
Rs. 45 Jakhs, The Company did not accept the proposal for want of funds.
In February 1970 the Brewery Company submitted a fresh proposal to
sct up a plant with higher capacity involving investment of Rs, 9428
lakhs and requested the Company to invest In cquity to the extent of Rs, 20
lakhs and to underwrite shares of Rs, 23:9p lakhs. The Company decided
to go 1n for the 1nvestment and requested the Government to provide funds,
Government called for feasibility report, and Engineers India Ltd., who were
appointed to prepare the feasibility report, submitted the report in January
1971, confirming the viability of the project.  Fifty per cent of the cost
of Rs. 40,000 for preparation of the feasibility report was borne by Govern-
ment.  The capital cost of the project was estimated at Rs. 150 lakhs to be
divided 1 :1 between debt and equity. The authorised capital of the Bre-
wery Company was raised (o Rs. 75 lakhs, In March 1971 Government
E‘c-’:idcd to participate in equity capital of the Company on the following

asis —

Amount of mvestment

(Rs. in lakhs)

State Government - e 3800
Entreprencur oo 750
Underwriting by the Company oy 10'50
Underwriting to be secured by the Entrepreneur 99-00

In December 1971 Government decided to invest Rs. 33 lakhs directly
and Rs. 5 lakhs through the Company in the Brewery Company. A token
subscription of Rs, 1 Jakh by Government and Rs, 2'75 lakhs by the Company
vicre made in 1972 to enable the promoters to float the public issue,

The Brewery Company, however, requested the Company that the
*¢ope of underwriting commitment of the Company should be raised to
Rs. 24 Jakhs as it would be difficult for them to arrange for underwriting to
that extent themselves, The Company u:.:cc:ptcdjhc request and decided
L0 move Government to provide funds required in case jt was required to
Purchase shares to that extent. This Was communicated ( in July 1972 )
to. Government but Government expressed their mability to provide funds
0 excess of Rs, 10:00 lakhs. The Company then decided in March 1972
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derwrite the public issuetothe extent of Rs. 24 lakhsout ofits own
to unde

resources. An agreement was
Company in Aprl 1972,

The Brewery Company offered shares of Rs. 29°50 lakhs to the public

n May-June 1972, Public subscriptions were received only for Rs. 550
1 - Ly

' the shares of R 24

:hs : : any was called upon to subscribe to ; 4
Iahﬂs dri]dd;{:""lﬁgn:;ﬁde}:writing agreement. The Company had to honour
tlﬁc sorizmnment and paid Rs, 6 lakhs (in July 1972) as application money

representing 25 per cent of the face value of the shares.

[ the results of public issue the &

hen Government became aware o { sue,
dcci;i*gn to take part in the equity capital of the Brewery Company was
| It was observed that with the commitment of the Cnmpnny to

ewed, y
gﬁ‘lf;:;ribc to share capital to the extent of Rs. 24 lakhs under the undcrwmmg

agreement, State Governmental subscription to the cquity capital of the Brewe

any, cither directly or through the Company, would be Rs. 62 lakhs
:%?:I:]zlizt 1{5 4850 lakhs which Gm%rnn}cnt had originally agreed. This was ;

considered to be too high for a non-priority industry.” However, in view
of the commitment, further investment to the extent of Rs. 29:045 lakhs was
made by Government (Rs. 15045 lakhs in March 1973 and Rs, 14 lakhs
mn October 1973) increasing Government investment in  the Company to
Rs. 30045 lakhs. The Brewery Company also made three more calls on the
Company for the balance amount dye in respect of the shares allotted to 1t
in terms of the underwriting agreement, The total investment made by
Government and the Company up to August 1974 was Rs. 56'795 lakhs re-
presenting 76 per cent of the equity capital,

The Company has ciecidcd to dispose of its holdings in the Brewery

Company. Negofiations for the prupose with the promotors are reported
to be in progress (August 1974),

() Plamning and design cely.— oy the directive (June 1969 ) of Govern- :

ment a planning and design cell was organised in November 1969 to promote

accordingly entered into with the Brewery ©

N

various types of industries jn the State. 1t is one of the primary objects of

the Company to promote schemes for industrial development of the State.
The cell was Intended to offer technical advice to the Company as well as
Government, scrutinise feasibility and technical reports submitted by private
crirepreneurs, Provide fechnjeq] consultancy and to advise on feasibility of
lancy fiome puc oustics. The Company pand e 8:00 lakhs to outside consu-
(Lﬁt{r\tf:;; :::;I:I"JF; El‘ getting f‘c:tsll:ulny,fprojt_:c:t Studies done in respect of five projecls
‘:iod?l ash 5 Epm'm[-' Fﬂm'ﬂnad‘”[ﬁ project, Chromium chemical plant,
soda ash gp lumcmum chloride project, and Sponge iron project ) during

Sime time Rs, 20 lakhs were spent on the

lanning ; ! : 4
Euhsid.‘:’n_g and design cell, of which Government rexmbursed Rs. 2000 lakhs as

The only function performed by the

1970-7] ; . -
ind 1971.72 PPCArS to have pean to furnish statistical data to the

consultancy firm and to
" el PIepare ground wor dnw ication for
155uc of letters of Intent for varioys Schemes of thfgg;ﬁﬁl]}m!’ S

The Management stated (J;
€quipped to prepare indepcndfst;ll?uary 72 th

Planning and design cell during

2 Hat the cell was not sufliciently
Y- any ﬁ:as:bﬂny Or project report,

[ e

W

Wi

Ial
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() Irregularities pointed out by the C‘-”*’-’f;'?ﬂf-'.l’ Auditors—The Cnmpan}'

Auditors in their report on the accounts he v
pointed out the following irraguiariiics:fr the year ended 315t March 1972

(@) Advances of Rs, 052 lakh given to st
Works remained unrecovered for %nre lha: ::1{1;;::2;]
for recovery of Rs, 037 lakh. o

workmen of Hirg Cement
Legal action was taken

A([‘r‘ﬂnCEﬁ Uf RS 33{.'; ]ﬂ.kl]S gi\-‘ﬂﬂ ﬁ}l" i 1 =
] '] su I ﬂ L L
" : 5 : th l : __ p{] Y f m l!'ﬂ'l"llﬁ IEﬂlﬂlﬂCd ouf

(6) Claims made by Hira Cable Works under price variat;
: Clai / : : ¢ vari ;
(Rs. 524 lakhs) for supplies made to various Electricity Ilj?n::mrd::, ar:;cl!u!%t:- rf:if‘:;l:fél:
of excise duty (Rs. 045 lakh) were not accepted by the partjes concerned,

(c) In Kalinga Iron Works raw materials valued at Rs, 1524 lakhs were
f?%;nd short on physical venfication in excess of the normal shortages written
Ol

(d) Kalinga Iron Works paid Rs, 063 lakh as demurrage to Railways

for late unloading of wagons of which only Rs. 0-18 lakh were realised from
the concerned contractors.

(¢) Cost records were not reconciled with the financial records,

(6) Internal Audit:—No internal audit system has been introduced (July
1974) although the Company has been in existence from March 1962,

27. Ferro-chrome Praoject:—(1) Introductory—The  Industria] Deve-
lopment Corporation of Orissa Limited decided (August 1962) to establish
a Ferro-chrome Project, as the main raw material, viz., chromite ore was
available in abundance and as there was an increasing demand in the country
for ferro-chrome which was being imported, Accordingly, the Company
approached (November 1962) the Government of India for a manufacluring
licence which was granted in March 1966, A project report was approved
by the Board of Directors in December 1965.

According 1o the schedule fixed by the Company in April 1964 the project
Was expected to be commissioned by Scptember 1966 but it was actually com-
missioned in November 1969. Mention was made about the delay in com-
missioning the project in paragraph 114 (4) (c) of the Audit Report 1966,

The original estimated cost of the project was Rs. 4,1300 lakhs which
was revised 1o Rs, 6,58 47 lakhs in June 1967 and agam to Rs, 6,9690 lakhs
1IN November 1969. The actual expenditure up to March 1972 was Rs, 7,01'16

lakhs.
The increase in cost was attributed (November 1970) to—

(i) devaluation of the rupee (Rs. 89'62 lakhs),

(if) inclusion of certain items not provided for in the original esti-
mates (Rs, 1,10006 lakhs),

fir) anerease in the cost of labour and materials during the protracted
) period of exccution of the project (Rs. 33'81 lakhs), and

(iv) ncrease in development expenditure (interest and establishment
charges) consequent on delay in commissioning (Rs, 5041 lakhs) .
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. ; re not been approved nor has the actual expendi, ::-.
t mnriﬁffﬁgé"%?stﬁg T*il'gc?:ird (or Government) yct (May 1974), 1
ure

5 ", Company decided (December 1964

o Twﬁmmﬁjws{;‘;;g;_fgﬂuﬂiﬁ-omc bg agquiring the know-how from a)

~ manufacluIrcms (C) and a manufacuring firm (E) of chdc:n, at Rs. § lakhs ;
firm of cﬂnﬂudm alty of 3 per cent of the ex-factory sale price of the product |
(D 2 flnﬂfr;]glvc?:rs from the date of commencement of production,
S pc;‘:ﬂ be acqﬁzr;:d was considered to be most economical under ]ﬂ‘dianf
pmglcts'san{s} and superior to another process which had been developed Indi- =
Egr?mlr:]y b}: the National Metallurgical Laboratory and known as NML pro- .

cess. Eventually, the Company decided (1962) to get the know-how from =

an individual "A’, Technical Director of Firm C, stated by the Managemen

to be a renowned expert of producing low carbon ferro-chrome, who claimed
to have developed and improved on the process which was stated to be “the =

AL e "+ e o Le : 3
best, cheapest and the most economic™.  How this decision was taken, whether &
the antecedents of ‘A’ were verified, and whether the new process had been
tricd and proved feasible anywhere, are not on record.

The low carbon ferro-chrome is produced in a series of steps which vary
according to the process. In the double-step process, m the redu-:trqn fur-
nace, ligh carbon ferro-chrome is produced first and 5|hr:0-|:hrp;nc IS pro- .
duced therefrom : low carbon ferro-chrome is produced from silico-chrome
in 2 subsequent process in a slag furnace.  In the process to be obtained from 4
‘A’, which was known as single-siep process, sihico-chrome was to be pro-
duced dircetly from ore without producing high carbon ferro-chrome in re- =
duction furnace, the subsequent processes being common.

S i
:

The Company entered into an agreement with ‘A’ (Januvary 1964) for

technical assistance in establishing and opcration of the plant. * Under the
agreement A’ was—

P b S

T

(1) to assist the Comp:my to plan, build and run a chromium alloy
plant for the prcduchc-q ot high carbon ferro-chromium, silico-chromium, =
low carbon ferro-chromium ang possibly other chromium alloys,

(i) to render technical advice ang supervise the commercial produc-
tion of chorme alloys, and
[ S b S |

(@) to train the personnel of the Compans i aman L
facture, Pany in the process of man

The Company was 1o Pay in lumos W ;
‘L 3 : psum £ 40,000 (Rs. 533 lakhs) on his
furnishing statements of technology ang processes of n(mnufaclurc, x )n:min-‘:r

ggtﬂaf in\%:f:{énxt':?lgg?‘ iI:‘meme””‘? of low carbon ferro-chrome and 0'8 per
. o , other chromium allovys d - A
Minimum of £ 300 (Rs, 4,000) per mo ¥s produced for s;l¢ subject Toa>

nth commencip from the date of su ply

Sridthlfwlgghél\:gﬂmrigcﬂ:yt?frt'd bTh[!]3 ompany was “]'559- to pay the travel, llpmﬁl
J P 1c I u ¥ ' i A

except the periog phcurred lf: Consultant while on (e Company’s work,

: S residence in Sweden Ti s Vi-
sion for py; : 4 + . Lhere was no pro
for guarantee of performance and/or for penalty for non-performance.

tcchn%alsiﬂgliigic?ruary 1965) three sealeq cnvelopes said to contain the

chrome and oy ca L-?r the production of silico-chrome, high carbon ferro-

which be ey l£r40n ferm-m‘lromc through 3 commercial bank against
P 0,000 (Rs, 533 lakhs) in January 1965, Subsequently,

T e T, AT LR RS

l
1
1
A

o

1r
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when the Company wanted to Produce low carbon ferre. in Septem
1970, it was revealed that the documents In the S oarome o September

; 1 i envelopes contained
sketchy information which s ot enough to siary o nc*ﬁ prgcessminca ?II;H
plant.  Alter the plant was commissioned jp November 1969 the Company

also found that ‘A’ was ¢jther unwilling or unaple 1o star i

carbon ferro-chrome in {he single-step process for Whi?:ht Dﬁgd:igls[nélnggg]gév
The plant was ustd for nearly a year (from November 1969 to AugusE
1970) 1 production of high carbon ferro-chrome the first Elep
in the two-step process, which had beep discarded in fy m’ur of the single-step
pracess an which high carbon ferro-chrome yyas not to be produced.

Three officers of the Company were deputed for three months from March
1967 to Sweden and Norway for traimng in the Process of manufacture of
ferro-chrome which was to be arranged by ‘A’ ip terms of the agreement.
‘A’ could not, however, arrange for the training. [y was reported by the
lrainces to the Management in February 197] that they could not ¢ven see
the process of manufacture Jet alone getting training therein, Rupees 020
lakh were spent on theyr jaurncy and stay abroad without any benefit,

In February 1971, the Company pomted out to ‘A’ (hat there was a con-
scious breach of contract on his part and that pe was liable to pay damages
for the losses suffered by the Company. The contract was terminated in
May 1971 on the ground that he hagd defaulted by his madequacy and failure
In getting the Company the benefit of utility of his knowledge and technical
assistance and that he had wilfully persisted in his refusal to take any part
in change over to produce silico-chrome directly from ore. In March 1972
‘A’ challenged the action of the Company in terminating the agreement copn -
tending that there was no breach on his part m fulfilling the obligations under
the contract and that the Company jtself was in breach by wronglully termi-
nating the contract and withholding payments | he demanded payment of
remuncration due to him under the agreement and damages for breach of
contract by the Company. The Mmatter was referred to arbitration. Simul-
tancously, the Company also filed a petition in court for determination of
the scope and effect of the arbitration clause of the agreement., The ¢ase is
sub judice (May 1974).

The Company paid Rs, 9'96 lakhs to ‘A’ on account of his fee for the
supply of tlechnology, retainer fee, royalty, travelling and other expenses up to
October 1970, Further payment had been stopped.

According to the Management, the breach of contract by ‘A’ had resulted
in the Company being deprived of net profit of Rs. 29:0] lakhs between Aprij
[97] and January 1972 due 10 loss of production of low carbon ferro-chrome.

(5 Agreement ywith *B":—In September 1969, A’ advised the Company
to bring ‘B’ of Swedish firm ‘C’ for assisting in operation of the plant stating
that ‘B’ possessed considerable practical and theoretical knowledge in erec-
ting and commissioning similar plants and his assistance would be useful for
Successful application of the process know-how, successful and eflicient opera-
tion and standardisation of preduction techniques. Accordmgl}*, the Company
appointed ‘B, with effect from September 1969 under an agrecement signed
with firm ‘C* ip November 1969 to assist in giving the process “know—huw"
m the manufacture of low carbon ferro-chromium. ‘B’ stayed with the
Company from September 1969 to Qctober 1970 and then he lﬂ{t', In May
1971 the Management reported to the Board of Directors that B' had ¢x-
Pressed his inability to contribute any expert advice for manufacturing silico-
chrome directly from ore as he had no carlier cxperience in such process,

he Company spent Rs. 1°10 lakhs on account of ‘B’
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- ‘D — he Company g

(©) Avrcenment with Indian  firm *D":i—In May 1965 t 1y eqe

red nl":zl :rr ?chem:n: with an Indian firm ‘D’ for consultancy services i
rl'l:::xi of civil and structural works of the project. The firm was selectg 4
.r:r calling for quotations from three firms of mdusErml consu]lagts n "'::55
country, considered to be the best, on the ground that it was enga%:: ﬁc-n SOme
other projects of the Company, According to the agreement, the firm Wa
1o prepare detailed designs and drawings, specifications, lists of mater;
Invout drawings and tender specifications and to analyse tenders receivey
and render all other engincering consultancy services. The Company wa
to pay the firm a fee at 375 per cent of the actual cost of t.hf-" works du_ f
aecordingto the drawings and design of the firm. No ceiling was pres.
caibed for such fee. In addition, the Company was to bear the out of pockef
expenses of and the cost of providing free _b-:}::rdlqg and lodgmg to the eng
neers of the firm visiting the site.  The original estimate of the civil and strug:
tural works as per project report was Rs, 60 lakhs against which the firm wag
entitled to a fee of Rs. 225 lakhs. Consequent on increase inthe cost
works to Rs. 1,22'82 lakhs, the firm was actually paid Rs. 461 lakhs up t¢
June 1972, In addition, the Company spent Rs, 0-80 lakh on other expensg M
of the firm including Rs. 0110 lakh on the visit of a Director of the firm te 19

Sweden for which there was no provision in  the agreement, : clfl{

The Consultants delayed furnishing requisite designs and drawings te me
the ercction contractors which resulted in delay in completion of the project the
Some of the designs and drawings given by the firm were also found to be
defective.  Besides, the firm failed to provide drawings for cable routes for .
clectrical services, These omissions and commissions had to be made good ‘fr
by the Company at a cost of Rs. 028 lakh. No action was taken to recover Seu
the amount from the firm due to want of a performance guarantee or penalty ﬂm{:
clause in the agreement, ; T

(3) Contract for supply and erection of plant and machinery—(a) Supply. Pac
of plant and machinery;—In April 1964, quotations for purchase of plan; P°r!
and machinery were invited from five foreign firms (two from Scandinavia, $!'¢
two from West Germany and one from Japan), sclected on the advice of ‘A’
Three offers were received in November 1964, A Swedish offer from firm

site

‘L' (the Swedish firm ‘C’ to whom ‘A’ belonged were consultants of this firml carri

ship
- Spec

for Rs. 1,00 88 lakhs (Sw. Kroners 11°096 millions) on deferred payment ..
basis was selected for acceptance ; this was stated by the Management to be m]:;
on the ground of completeness of the quotation (other firms had quoted only ifutR

for Some sections of plant and machinery) and availability of forcign exchang e
In Swedish currency. The offer was valid up to Aprl 1965, In February; tion
1965, the Company approached the Government of India for release of forer:
£n exchange when the latter suggested certain modifications in the forms of de:
ferred payment. While the terms of deferred payment were under consk and

5

deration, the validity of the ory i

intimated revic; ginal offer expired. In Augpust 1965, the firm Const

:_E:I'I?;‘]‘Ed E‘;”U" of the quolation to Rs. 1,24:30 Jakhs (gw. Kroners 13673 (4)(iv)
ns). Although the increase in bricc was considered too high, and the of ti

&Zua;:aiﬁk“} \P With the firm in September 1965 §t was not pursued by
pany,  Interim dgreement wgs ¢ntered into with the Indian Hgﬂﬂt

1

£ - 5
of the tender ip November 1965 for supply of plant and equipment al to th

Rs. ‘30 Il
S. 1,24'30 Iakhs including the agent’s commission of R, 2'74 lakhs (Sw. ment,

roners 300 lakhs) Payable 1n rupces, A

L«

The Conies f for v;
Mpany approached the State Government in December 1965 fof CGI‘P;

givin necese: 1y e ] .
b Necessary guarangee 50 that the interim dgreement could be operated: steg]

over At '
oK E-Tfﬁ"fhé‘l?érf-m "4 g1ven in February 966 after which final agre¢
“180 supplicr ‘E’ was entereq Into (February 1966).



. The plant and machinery offere by the supplier were for o rated capa.
. ity of 10,000 tonnes per eonim. The contracr, however, stipulated (hat
ed £ ¢ supplier undertook no TeSponsibility k¢ the plant ap ;mchfné ' Speci-
e & (o were complete in every TeSpect in regard (q “metallurgicq] rEQUi'rcrglc!'ﬁg"*
¢ B caleulations made by the Company iy November 197 revealed that the eama.
1S city of the plant ang machinery Supplied wgas 8,000 tonnes only e
s, '

. _ F evaluation of the rupee the re-
vised rate of exchange was applied to thjs component also ang I?Ec agents
wﬂm] pa[{d Rs. 442 lakhs against Rs, 2:74 lakhs due a¢ exchange rata before
devaluation,

(E‘ustoms duty of Rs. 166 lakhs Was also paid on the clement of Indiun’il
agent’s commission which was caleulated on the gross value of the invoices)

The contract price was subject to variation with the cost of labour :md'
malterial up to a cclhl_'lg of 10 per cent of the total value of Supply. In March
1968, the supplicr claimed Rs, 19-59 lakhs on this '

by the Comp:m_',f. On test -::heck by Audil;, 1t was found that the claim In-

The agreement contemplated issue of packing ins
for shipment and (rnsportation. Even though delivery was to be completed by
August 1967, the Company issued packing mstruction to the supplier only in
Scptember 1967 The Supplier mtimated (Qctober 1967) that arrangements
for shipment had already been made by then and so mstructions could not

followed. Some parts of the plant and machinery were Put in oversized
packages and shipped to Caleutta Port. On thejr arrival at Calcutta, the
port authorities found that the package could not be transported to project
site cither by railways due to oversize or by road due to over weight, The
ship was, therefore, diverted 1o Paradeep port at an CXtra cost of Rs, (55 lak],.
Special trailers were used to bring the Packages from Paradeep port 1o project
site at the cost of Rs. 0°50 lakh. To cnable the over weight Packages to be
carried on the road, an approach road at port had to be strengthened at ap
¢xpenditure of Rs, 020 lakh. Had the consignments been packed in norma]
sizes and the transport made from Calcutta port to Project site, Rs. 024 lakh
(at Rs. 0:04 Iakh per tonne for 60 tonnes) only need have “been meurred. There
was, thus, avoidable extra expenditure of Rs. 101 Jakhs on the transporta-
tion due to delay in issue of packing instructions by the Company

R R R T S e - R - . e
B e o o Pt - ! — it ] e T
-t s fafe s AT L S T S T e et A o s

(B) Contract for ciyiy and structurgl works:—The contract for ciyil
and structurg] works of raw materia] handling System was awarded to Orissa
Construction Corporation Limited. Mention Was made in Paragraph 105
(DEv)(B) of Audit Report 1970 regarding construction of raw material system
of the Ferro-chrome project.

The contract for construction of the maip plant building was also given
to the Orissa Construction Corporation Limited. Accordmg to the agree.
ment, Orissa Construction Corporation Limited yas responsible to procure
and to supply steel for the work. There Was no provision In the agreement
for variation in the contract price due to variation mn the price of steel, The

orporation, however, claimed and Was paid Rs, 072 lakh for purchase of
Steel from open market at higher prices,

N —
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d machinery:—On the advige oo

on of plant ana :

(¢) Contract ﬁésf{fgﬁid lf{ndcrs were ']mg;t?m(g:genc]absc{ g]f‘gfl‘fg from ;

the consultant firm of plant and machinery. accepted although .t""ﬂfk £

forty firms for mdm'rhc offer of Firm ‘F’ was the first lowest b Rgl Wl |

was not worked ﬂfm'Rs 6-44 lakhs and more l]'.lﬂl'iqul ConpleheT ar?:'d - 007 £

o Syl CCOBOMY CHE SOcAty paid Rs. 1018 Tt

!ﬂkh} on the gr " actor wias, hﬂ-“’c"c ¥ "‘ : iy, : A 3

reliability. The Fontr‘lf—* attributed to some extra items of work not Visug. q i

Theextra Expendﬂumk“i%]; to have been completcd[ by Marfh. 31959 st b

- 'OIK wa ; alty was levie o

lised bcforﬂf ;};ﬁ;}ctcd in January 1970. ]I\TU c];?::{ilﬂ:’; for the
;.’:}s ﬂfitt?éﬂ:{r absence of penalty clause in the Sy -

elay

Jhd fion furnace was commissioned jp Nove. £
(4) (a Gﬂc’rg”i;{;—,'{‘}.ﬁﬂﬁdﬁ;;’cmm;ssigmcd in October 1970, Do Sl
oI lﬂch"I ‘%hc plant produced mainly high carbon ferrc--chmme. o
[ J09-705anC 1;9;65;3 tonnes) of low carbon ferr o-chrome was also Produceq f
Some qﬂfm“l‘-" :( rocess. At 70 per cent rated capacity of the plant, the |
by the double-step Ef low carbon ferro-chrome by the double—stcp Process §
cost of Pfﬂd”“'ﬂﬁc Rs. 3,756 per tonne against Rs. 3,2§4 Per tonne by the F
"Yﬁs estimated EE“ It ';T,r;]; found b}f the C{}mpﬂn}f that it was dIﬂICplt even "
JRsEeD proc cent rated capacity. As it proved to be ‘ncconomical, tha
f;ﬂ rejcgrsgjl:g[-:fg decided (February 1970) to stop further _Rrﬂd”f‘iﬂﬂrﬂf f |
m?:?l::urbnn ferro-chrome by this porcess. Thp project authorities thcp tried
to produce low carbon f’crm-chm;nu by the single-step process on their gwy 3
without any foreign technical assistance, This was also stopped in January
1972 for want of demand for low carbon ferro-chrome. -

According to instructions of Government of India, diversification of £
production to the extent of 25 per cent of installed capacity could be under-
taken without a fresh Jicence Finding that there was no market for ferro. i
chrome and silico-chrome, the Company decided in December 1971, to under-
take production of ferro-silicon in the expectation that there would be better

demand for it as it was being imported at that time,

The following table shows the cstimated quantities to be produced and §
actual production jp this plant up to 1972-73,

High carbon Low carbop Si ili
- ilico-chrome Ferro-silicon
!'r.:rrc-chmmc ferro ~<hrome
=X ——— AL

Estimate Actual Estimate Actual Estimate Actual  Estimate Actual

(Quantity in tonnes)

: ,200 3500 5 326
1972.73 2300 547 Not fixed {: =
S 2, 10000 B 1,500 1,437
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puring the period of ahour 3 |
fonnes Io!j low carbon fvlr*rcutl‘irc.mci, ﬁ;sp::;:cip%?mpﬁlb’ produced 3,778
plant was ::alnbhah::d with a capacity of 10,000 anI:E uft for which the
Lecn ﬂﬁrﬁum'i?d‘lﬂ. the project report that DU’I‘EHpur ; ” 1?*-1' annum. It had
be the principal customer for this product. As this ?1 CP Stoel Nk
of low carbon ferro-chrome due to low rates of Cc'ﬂl?-‘-l:; flusrlﬁtnded purchase
tion of stocks, further production of low carbon fcrrc:?ég?o;;d ;g%uﬂu%;

stopped.

I f L 3 L] "
4 -I\Tl 53,51'5;:1“““8 mﬂfl\bl survey was made to exploit other suources of
detias ¢ Company was precluded from exploring foreign markets
in Europe and Africa under the agreement with ‘A’ 2 :

The slae furnance installed at a cost of Rs. 3,00°00

& ¢ it . 3,00°00 lakhs (60 per cen
the total cost of plant and machincry ) required for pmduEu{'lg lgw Erfa.:?:f
ferro-chrome remained unutilised after January 1572,

(by Efficiency of operations:—The rated capacity of the furnaces was
1-388 tonnes per hour, The actual rate of production of the furnaces during
.—'\.erl 1971 to January 1972 when they werc operated ranged from 0465 to
0519 tonne per hour. The percentage of production efliciency, therefore,
ranged from 33 to 37 The low clficiency of the plant resulted in cxcess con-
swimption of electricity per tonne of production {18,296 43 uynils were consu-
med against 10,000 units assumed 1 the project report for cach tonne of
produciion). During 1971-72, for 2,900 tonncs of low-carbon ferro-chrome

roduccd the cost of clectnicity consumed 1n excess was Rs. 1804 lakhs at
m |

Rs. 622 per tonnc.

The purchase price of power according :
Electricity Board, was 7-495 paisc per unit aganst 25 paise per uni
while preparing the estimales.

Compared with the standards assumed in the project summary, there
was excess consumption of other raw materials also; the value of such excess
consumption during the years 1970-71 and 1971-72 was Rs. 47:30 Jakhs. Raw
materials of value Rs. 11:07 lakhs, not envis ced 1n the project report were
also consumed during the period,

The value of excess consumption of raw materials in production pf ferro=

cilicon during the peried from April 1972 1o July 1973 as compared to the
norms prescribed by the Management was Rs. 1301 lakhs.

(c) Working rosults -—The following table brings out the working results
of the ferro-chrome project durmg the 1971-72:—

Y,

to agreement with the Stale
t assumed

';3‘1:.'. Particulars o pﬁ?:?;}:h )
1, Sales s 11307
2, Costof manufaclure 26562
3. Gross profit (+) [ loss (=) (+)25'35
4, Percentdge of gross profit 10 sales 22°42
5, Met profit () [ loss (—) before adjustment of taxes (—)8'49
Closing stock of finished and cemi-finished goods 155'55
1373

k of finished and unfinished goods to sales

-

Percentage of closing stoc
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£

: :n]un]p hﬂ!h A

: » losses were due to (1) it

. Management stated that the e i) less sale of hias

nt nTht?Un};i l*?r:a'.homf: markets (1) low production, wnd (i) of hlgh:

jll '3]' H 2 LS 2
carbon ferro-chrome

-
o
iy

posis il 1969 the project AUthorifje

() {m'{, W-; {:F ﬂ;f;égﬂgn‘unlgf ?oq'.r' carbon ﬁ:rrc--::hrpmc at Rs, 2,93?-1,

estimated ”]L[ ca{n- acity production. The actual cost during 1970-71 ang

197172 was Re. 6,838 and Re. 5,170 per tonne respectively. * TSl

]”h.c{_mst niflprm]'ucnon was attributed by the Management {fFE Haryelas -
t'c',g“-.;,rkmn the plant below capacity, excess consumption of raw nmtcrm]_;_ﬁ}
and excess consumption of power.

3
e
(T
£ &
ol
(k5 -IE
o,

The project report envisaged that 309 personnel would be required {i

or

: : ap: . Agamst this, though the plang |

peration of the plant at capacity level. Ap g
5,-15 being operated far below capacity the total number of persons enlployed&f“.

as 1 March 1973 was 516

(¢) Sales:i—During 1969-70 and 1970-71, 4,064 tonnes of hi
ferro-chrome were  exported to Japan realising an avera
per tonne.  The prevailling price in the
per tonne fixed by the Management for s;

gh carbop §
g¢ rate of Rs, 2245 £ _
indigenous market was Rs. 2,800

ies to Durgapur Alloy Steel Plant,

During  July 1970 to February 1971, 75] tonnes of high carbon ferrg. 3
chrome were sold to three customers at concessional rates of Rs. 2600 to b
Rs. 2,700 per tonne agamst Rs. 2,680 to Rs. 3,180 per tonne fixed by thef
Management, without the approval of the competent authority, The value b
of the concession was Rs. 308 lakhs (with reference to the price fixed by the f
Managemenu),

In October 1970, 70 tonnes of silico-chrome were sold to Durgapur Allo B
Steel Plant at Rs. 3,000 Per tonne against the prevailing  market ppricc 0{ .-

Rs. 3,800 per tonne and (he cost of production of R ) B
loss on the sale was R 044 lak > > 3:682 per tonn, Th!.

The price realised on the sale of Jow c; ¥ : | ':
and ferro-silicon during 1975.73 , rbon ferro-chrome during 1970-71 §

i ferro vas far below cost of production g shown £
Cost of Average Difference
Production selling price
(Rupees Per lonne
Low-carbon fe mo-chrome :
1970-71
LY ' 6,838 3,961 2,877
i - 3,170
Ferro-silicon il e
1971-72
197273 : s il =
: 4,062
The tota] | 1l i e
Al loss sy :
Was Rs, 43, R ¢red on (he sale of (e

¢ producys up to March l.'?j-’jF

e TR e e S
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The closing stock at the end of 1972-73 was as follows :—

Quantity Value
I tonnes {Rupees
in lakhs)
Low carbon ferro-chrome 1,733 7707
High carbon ferro-chrome 1,777 5703
Silico-chrome 898 28°85
Ferro-silicon 1,685 17°88
Total e 6,093 1,80:83

The closing stocks included 888 tonnes of sub-grade material lying
in stock from November 1970 which had cost Rs. 43:28 lakhs to produce
The Company had not been able to dispose it of (April 1974).

(f) Purchases and inventory :—Coke suited to the requirement of the
project was being purchased from Durgapur projects Limited and National
Coal Development Corporation Limited  The prices of the two sources
varied. During June 1969 to March 1971 the Company purchuﬁed..%iﬂfﬁ\
1onnes of coke from National Coal Development Corporation Limited at

rates which were higher than those of Durgapur projects Limited incurring
an extra expenditure of Rs. 2:06 lakhs. Further, the coke purchased from

National Coal Development Corpora ion Limited being oversized, du]:’iggf"_“-.

June 1969 to March 1971 the Company had to spend Rs. 247 lakhs more

for breaking the coke Lo required size. ._\_d/’/

During July 1970 to June 1971, 485 tonnes of coke were purcllmscﬁ Tron1
the Central Fucl Research Institute at Rs. 0-52 lakh. The quality was n.:;n‘
tested before despateh or taking delivery. After using 54 tonnes, 1t was
found that the quality of the coke supplied was not as spcm[icﬂ_ in the purchase
order, that 1t was not suitable and further use of it was stopped LEﬂ'mts
to dispose of the quantity 1n stock (value Rs. 046 lakh) have not been success-
ful (July 1974).

During November 1969 Lo February 1971, the Company purchased
from a private mine owner 6,205 tonnes of quartz at Rs. 40 per tonne wuhg?{t)
jpviling  competiive  quotations. Tender enquiry made in September 1%
rcvealchd that the material was ;w;nluhlc at Rs, 1990 per tonne, but no aclion
was taken to oblain the material at the lower rate.

During July 1970 to October 1971, 175 tonnes of clcf:‘lrn-;?c Pilrsét: m:leilicé
imported from Norway. During the same pcn?c}aipurc rmsi:lst ;”I: Bjnlk'l}ﬂ
from indigenous SOUrces also at lower rates, Besides p:}:.dr::.\:mus Be L0
lakh extra (1mport price : Rs. 293 lakhs, price ‘f‘roim :n 1-331; 1858 s g
Rs. 1'93-lakhs) for the imported material, forcign exchange we

indigenous supply Was available.
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during December 1969 ¢4 Mﬂl‘th .
iy ﬁ]"kl:l IH[ES, -‘-’ i 5 . 3 | e |
Without ﬂﬂfermmnﬁcc& 59 lakh feet of oxy gen L{nt;{riﬁepglessdt 60 paje,
1970, the Cﬂmpnn}rPuI"‘i ‘i“*#ﬁﬁ paise per foot was availa e ubs Ueng
r foot. A lower rate o ared with this rate the exrq exPendify,
pe ! i -

Iry I r 1970. Comp i : |
mndlc : (;JFII.I?':.I;]?S;: 1;‘;1&: upto March 1970 was Rs, 048 lakh,
on the ;

70, oxygen in cylinder was PUrchagey
ek r 1969 to Fcbru::r;f 1970, il i |
During qcl%l;t[l;wk and Jajpur-Keonjhar Rmc.i at Rs, 40% ftndllrlﬂf.“ll .
{rom; dealers at . S bsequently, the purchases were made irectly from the
100 cubic mmmjh;g = 100 cubic metres at site, The CXlra expendiyra in-
pmdulcgrn:lplufjfimcs E:)m the dealers instead of frop, the  prodycer Was
currec i

Rs. 022 lakh,

SECTION F

ORIssA MINING Cnnmnmmx Livitep

andling plany of Daitari Ore Project ‘—Mention Was made l:n

ara zrs{pfrgsﬁcqfffﬂic 'R}gport of the Comptroller and Aud:t_or General of f'_‘d”!

p‘?b{;?"[ about non-completion of works of the ore Iigmdhng plant of Dzu[;n

Ore Project by the contractors (Hungarian and Indian firms) ang the dis.
Putes in courfs of law

In January 1970, as Provided ip the_:igrccmcnt with the Indian firm,
the items of dispute were referred to 5 Private arbitrator appn:n{ed by the
President, Indian Chamber of Commcrcc, Calcuttg, The firm LSubmitted  f
(August 1970) its claim to the arbitrator against the Company on 47 items k'
for a tota] of Rs, 296 crores. The Comp:my found thyy claims for;35 items

before the arbitrator against the firm for Rs. 605 Crores and simultanemmh’
obtained gy intc‘n‘m Stay of the arbitration Proceedingg from the Calcutra
. :

, | SCope and effect of arbitration for
Which 3 Petition wys Submitted ¢q the Court SCparately,

In September 1971, the Calcutty High Court v

of October 1970 on Condition thqy the Cﬂ'mj‘iﬂl]}—' shoul obtain Government
Luarantee fop Payment of , Sum not cxcccdlng Rs, 3 0 croreg to the firm,

e C‘mnp:m}- dgreed to (ks Without prior ‘IPproval of *Opemmem_ Goveri-
ment decideq (March 1972) to have the fy) Implications CXamined.

acated jts Injection order
d :

e Cnmpany, at the Instance

Th of Goverp ent A
1972) the firm's Proposal for COMpromjsea Qs s “ecepted (December

is

() the Com any had peep

losing heayily 4, Wiy . nvatts
ment dye ¢, delay 1p cmnpleclmn of '.w;:-rk;Jrr 2 NaY o nterest on G

(i) the plant and CqQuipmen; W

. r Cre Sufferino detar: : ;
Pending Crection ang CGmlHISSignjng; and °© tﬂ‘“ﬂmtmn in storage

(#1) the €Ontract yyyq one-side I
; a3 “Sided apgjng the Cop a Igati
¥ r [F ' : n
mez: Wo yeare had I:rr:mkunprc:-:iucm'c and hepca ﬁ:rtle::J::r:rr nnr:f Imgalmn o
pmr.cedmgs Would pe lime consuming and ey Slve cantmuancc of the
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Accordingly, a compromi
: ai HSE was reached in J;
The terms of the settlement included, infer-alig t?lréu

(a) The firm should be paid ;
i1 sounter claime paid Rs. 8542 lakhs In settlement of

ary 1973 by negotiation.
following :—

all claims
| (b) All rjghgs,_, liabilities, and w
extinguished.  Neither party .would

regard to the quantity or qu
made.

arantees under the contract w
; ould st:
be entitled to t s

24} + raise any dispute with
ality of supplies made, work done or payments

(c) All court cases should be withdraw A ,
discontinued, hdrawn and arbitration proceedings

(d) The firm would allow the Company t : St
and it would also supply pany to take possession of

. the plant
items all drawings, etc. for completion of i £
1 :

ncomplete

The Company paid the firm Rs, 8542 lak

: hs in February 1973 which w:
contributed by Government as additional sh : which was

are capital,

A committee of officers of the Company carried out detailed mspection
of the plant mn February 1973 and found a number of defects and damages
to the machines. Also as the construction work was at a  standstill from
Qctober 1970 the machinery remained unused and were getting spoiled due to

their lying unused.  Neither the firm nor the Company looked after their
maintenance during the period of hitigation

Funds required for completion of the work were then assessed at Rs, 73:98
lakhs for attaming 50 per cent of the rated capacity by 1974-75 and an addi-

tional Rs. 2,30°00 lakhs for attaining the full rated capacity of the plant by
1976-77.

Up to September 1973, Rs, 6,30'52 lakhs were spent on the plant against
the original estimate (1963) of Rs. 2,50:00 lakhs and revised estimate (1970)
of Rs. 5,16 90 lakhs. Ixpenditure of Rs. 3,00000 lakhs more was estimated
to be required to attain the full rated capacity of 1'6 mullion tonnes perannym.
The plant was commuissioned in January 1974.

Anainst the contract amount of Rs, 1,89°08 lakhs to be paid to the Indian
firm, Rs. 2,07 46 lakhs (including Rs 8542 lakhs paid m settlement of all
claims) were paid.

Runces 71'89 lakhs were also spent by the Company on the following
which were recoverable from the firm, but recovery was foregone according
to the compromse —

Amount

(Rupees in lakhs)
Value of material supplicd and services rendered i 23°4]
Works exccuted on behall of the firm ) 2474
Rectification of defects in the plant 4 797
Electrification g 295
Customs clearance, elc. ” 13182

—
e

—————
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ng expenditure was also ;‘nctlrred by the Cﬂmpan_c,f i o
f ng ¢ . lan firm :—
r'hccgl:li?fgt‘ic;n of work by the Indian
delay 1n

Amount

(Rupees in |[a khs)

67°50
Expenditure on cstablishment -
. ' Lion e
¢ 0N pOwer consump
Exira expenditun 1
Lezal expenses

lovember 1973, Government appointed an 1auiry. commit
In i\mn{l[ el e agreements with the Indian firm and the ign
examine the d? mining the mistakes committed and adyvising Suitable aclion
fim ﬂ"ilrf;p:{:fi;n of such mistakes in futyre by the State Governmeny Under.
Lo preve o

kings. The report of the committee which was due i February 1974
takings. ,
stll awaited (May 1974).

tee ¢
fﬂl‘eign FE

29. Sukrangi Chromite Mines:—In Nm’cn‘llbcrll 971, the C
(o a contract with a conlractor for the following Items of y
tlgm.ierf.‘d rates in quarry ‘A’ of jts Sukrang; Chromite

Oompany Chlered
vork at the loweg;
Mines :—.

(@) excavation of 108 lakh cubjc metres

of overburden and ore up to
4 depth of 25 metres at R, 1225

Per cubic metre, ang

(b) raising and Processing 8,000 cubijc metres of ore

at Rs, 10 per cubie
metre,

The works were to pe completed before August 1972

In the adjacent Quarry ‘B’ CXCavation up (g 4 depth of |5 metres and
raising and processing of ore were being CXccuted by three job Ccontractors
from November 1971 at Rs, 80 PET cubic meqre and Rs. 7:00 Per cubic metre
fespectively,  The job contractors were diseng;zgcd In Febryary 1972 on the
ground that the works in the WO quarrjes were overlappin
of quarry ‘A’ Wis  entrugted ! '

£ ;and the contractor

he fCmaining works N quarry ‘B> 4150 al the

Same rates as for Quarry ‘A’ treating thep, ds part of |ys work but w
specifying the CXtra quantifjes of work to be executed.

1thout

The Contractor CXxcavated 1'08 lakh Cubic metres of
and raised and Processed 8 00g cub; )

verburden and ore
UbIC metres of Ore as folloy

VS —
Excavation Raising ang
r}n:rCr.-s::ing
(In lakhs of cubje melres)
Quarry A 2 0'32 003
Quarry B e A 7 [lr
37 Eﬁ:ﬂ.:::ﬁn&“&ﬁrfﬂ r?ﬁ ':;s n{;::ﬁﬂup 0 125 metrog only and the contra-
. 2 . é Quarry were not Co -
Ilm;;:::rgflil; rﬁ:;-?— m?re merk i quarry g, 'ith shorle; 1;}]13[!9;?1(:1. régg:ffg
ince the 1of ]E A :‘1 S mean or Quarry «a» hich mvﬂh*cd‘lﬂ t’f‘rL‘
. q d4n ities r(;] Icﬂ‘r"ﬂtlﬁﬂ ”.Id (”} r;]isjng “-Id HEEF 1His,
g

Processing of



-1

= done by the contractor worked : e :
::Irﬂl[ of November 1971, the “-m-]? ﬁ:ﬁ:;]ﬁcﬁ'i'é‘&“fhfﬂ stipulated in the agree-
contracl rates applicable to quarry ‘B’ Were lones =;E1caﬂ1plctcd, As the job
quarry ‘A’ at which payment was made for the total Guantiec oeeptedifor
the contractor of that quarry there was an e b?:'mn"“ﬁ cxecuted by
Rs. 3:38 lakhs, - avbic extra expenditure of

29, Loss of Iron Ore:—During t] I
it Cradhing PlAREM e o Eéjg E?Erjl%dtgﬁjngq !3?-;;3 1966, while laying
Company from the plot over which road was laid was strfic?:rii Sesnliinl
slopes. In the course of bench development at higher I;:'.-'*lc I"Fm e
onwards) fines raised from the above work were deposited Lovsﬂ.il-utn]:e Ig:eo-gtlt

along the CPMF Road. The ore could not be separated from the fines and the

entire quantity of 6,215 tonnes of iron ore became irrecove :
in loss of Rs. 092 lakh. '€ Irrecoverable. This resulted

The Company stated (September 1973) that the iron ore stacked on the
road slopes hemglof low grade remaming unsold since its extraction. Neither
any investigation into the matter was made nor was the loss written off.

SECTION G

31, Orissa Wood Products Linited:—Orissa Wood Products Limited was
incorporated on 10th December 1958 with an authorised capital of Rs. 5 lakhs.
The Company took over the assets and liabilities of two Government under-
takings viz., Government Wood Working Factory and the Government Wood
Seasoning Plant. The Company 1s engaged in manufacture and sale of wooden
furniture and other wood products

The paid up capital of the Company as on 31st March 1973 was Rs, 4°13
lakhs of which Government contribution was Rs. 3:82 lakhs ; the balance was
contributed by a private entrepreneur who was appointed Resident Director
of the Company from the [1th December 1958,

The accounts of the Company from 1967-68 onwards have not been inade
available to audit so far (January 1974). The Company sustained loss of
Rs. 241 lakhs up to end of 1966-67. The following points came to notice

the course of audiif—

(1) As there were no work orders on hand the business was dwindling
and. due to the various attachments by the certificate courts (some of which
]

¢ tioned hereunder) it was decided (March 1972) to wind up the Company
::fledn:lc?lclu1l|clalmn petition was filed before the Ornssa High Court in August
1972. The Company is now under liquidation (July 1974).

(2) The production and net sales of the Company for the three years
ending 1970-71 yere as follows —

1968-69  1969-70  1970-71

(In lakhs of Rupces)
Wages paid G 068 065 051
Production 148 1'15 0'42
1'42 1'22 041

Net sales
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) The Company defauvited In payiag the provident fing 3
(Rs ggiﬁi“f?:kh} to the Employees Provident Fy

ﬂﬂtﬂrbuf
nd Sf’fl&?}!ﬂ and the mmnbul}::];
TS le Scheme Pertaipiy
02 lak the Employees’ State Insurance | ing ¢
{Rs-dﬂ{;:;oﬁtkhf}f?ég-ﬁgc lo ?9?0-?!, In July 197] the
perio _

fecourse to certificate proceedings for r. RN
contributions.

) 'OLRs, 041 lakh was Jeys
(1) A penalty of Rs, ssment year 1965.6
A sston of re
Ir i dci;:_}u:]i :1:.,:?!?;:;1::\:5 also 1Ale procedyre for rec
:*?f?mr:s of Rs. I'851akhs,  All the assets of the factory

avery of

b \'-‘L‘Ee altaches

certificate officer in December 1970 (Rs. 069 lakh), July 197 (R
and May 1972 (Rs. 1'16 lakhs),

¢d by the
turns for the asse

Incorne Tax ay
resorted to certify

(4) Mention Was made of certam transactions of thcli?cﬁlﬂ;fnt Dirccmr
with the Company in Paragraph 95 of (he Report Iﬁ)‘r the year 1970-71 -
Resident Director was ;ibsuntmg himself I'n:_rm duI_) Ircquentiy, In May 1970
the Board of Directors appointed an Ex-.:‘cum'c Officer 1o look afte ¢ affairs
of the C'mnp;m}'_ The Whereabouts of the {R.‘cctdgnt Director v
" since September 1970, Anotier ¢mployee of (o
| to collect the dyes of the ¢

Ompany who Was ¢
e C{Jmp:m}-‘ Was also abscond
In July ]97] the Resid

¢nt Director -
through an ;Jdvertisczncnt m g
00 response,

complaimnt was
ot been traced out

and over charge, j

L. Ut there was
ide to (he police ip July 197) T

as yet (July 1974),

the wood Seasoning plant Was acquireq from
101 lakhs (building Rs, 042 lakh and
“1S valued a1 Rs. 032

achines Ry, 059
2 lakh Were added to
n Nm-‘cmbcr 1963 the

Months wyg

Tnment wyg approached
2Irowed from gpa St

ite Bank of
The State Bank of India sanctio-
as availed of during 1966.67 Due to
the seasmning plant never worked. The Manage-
; 1 April 197] 4, sell the Scasoning plant. 1 the meanwhile ali
cdgsmrs e C Ny were altached by court and the sye could not be

(6) A the busmcss O the g i t

; Pany was o1 the decline, the Managemen
jﬁyﬂggtlo Decempg, 9 10 retrene fegular workor Suflicient funds for RS
COmpensyy ’irre*n-l 28Rcs of the |, °TS and fo Payment of retrenchment €%,
March | :‘ “'? © 10t ayajla}, - NOVernman, “onlributed Rs, 050 Jakh in
In dischar mnnss !an'i_cap”m {0 enaple | Pany to tide oyer the difficulty
went e 1abilities Workers were fetrenched in Aprif 197] and

y-sey (includipg g; 48ainst wp o 2
up) were r Ined ey thoug]

Rs. 04

m '5‘3ipffli'ﬂl' prOCEedings were drawn
CIHI wer, I : ﬂug 1 1”]*.‘!]"{: W no W[}I‘k Cl!'d{}
no “"Cli'k' ; ¢ ard du“ng lg?ﬂ-?I

)
I for execution. W;:ge: ’
¢n  though there wa




(7) The following points had

.
|
|

33

also been noticed :—

time, the bulk of which was doubtful of recovery.

(i) Goods valued at Rs.

!
!
1
!
i
i

were not available.

ijunic.amﬁ,cfr 19-14 '

The

New DELHI
:w DELHI, \g{h
The « 9 Q{-ﬂ;

e

| billed for and cost recovered: some of the dues re
portion of the dues were time-barred and doubtful of recovery.
was made in accounts for the doubtful debts.

610 lakhs supplicd to custo

(4ii) Valuation of finished goods 1n stock (Rs. 043 1
March 1967) was done at selling price less 10 per cent. Details

l
i
| (i) Advances of Rs. 0'33 lakh to suppliers were outstanding for a long

mers were not

lated to 1959-60. Major

No provision

akh as on 3lst
of closing stock

R. k. oo NSNS

(R. K. A. SUBRAHMANYA)

Accountant
Countersigned
(A. BA

Comptroller and Audi

General, Orissa

KSI)

tor General of India
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APPENDIX I

(Reference = paragraph 3, page 1)

Summarised financial position of Orissa State Electricity Board for the year 1972.73

The summarised financial results of the Orissa State Electricity Board for the year 197297

is piven below :—

(Amountin]
of Rupccsgkh.s
(1) Total Capital invested® 5 1,25,01'65
(2) Net profit (+)/Loss (—) O (+)58°0]
(3) Total interest charged to net revenue and appropriation account 2,33°87
(4) Interest on long term loans i 23387
(3) Toral return on capital invested 2,92'78
(6) Pe centage of total return on capital invested 23
(7) Capital employed ** 3
1,08,3693
(8) Total return on capital employed 292
; bt | '?g
(9) Percentage of total return on capital employed 2
[*——EEE— e T T — bl?ﬂ

» N .
Capilal invested represents long term loans plus reserve at the close of the yea
r,

** Capital employed re
: presents net fix : i : :
plus of minis werking et f ed assets (excluding capital works in progress)

i ol S U S e e e

B

o L F 3
) e

AR
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APPENDIX 11
(Reference @ paragraph 7, page 3)

Summarised financial results of Statutory Corporations

(1) Name of the Corporation .. Onssa S tate OmnssaSt ate
Financial Cor- Warchousin ¢

poration Corporati o n

(2) Name ol Department .. Industries Agriculture and
Co-operation

(3) Date of Incorporation .. 20th March 1956 March 1958
(4) Pecriod of accounts .. 1972.73 1971-72 (a)

(Amount in lakhs of Rupees)

(5) Total capital invested * P 4,87'83 2381
(6) Net profit{+){loss (—) A 11°59 1'75
(7) Total interest charged to profit and loss 1863
account

(8) Intercst on long term loans in 1863

(9) Total return on capital invested (6--8) 3022 1'75
(10) Percentage of total return on capital invested 619 7'15
(11) Capital employed bt i 7'83
(12) Total rcturn on capital employed (6+7) .. 175
(13) Percentage of total return on capital employed 7235

» Capital invested represents paid up capital plus long term loans plis reserves at
the close of the year,

e* Capital employed represents net fixed asscls (excluding capital work-in-progress)
plis or minus working capital.

(@) Accounts for 1972-73 have not been finalised by the Management,



58

APPE‘N]}H
(Rcil"cr:nﬁ: : pmtr‘ph

Summarised financial position of (a) companies wholiy owned by the State Governmen aznd

Name of the company

b |
no.
I 2
{a) Companicr wholly owned by the
Srare Gorvernmenf—
1. Orissa Small Indusiries Corporation
Limited
2 Industrial Development Corporation
of Orissa Limited
3, Orissa  Construction Corporation
Limijied
4, Oriisa Mining Corporatlon Limited
5. Orissa Forest Corporation Limited ..
(6) Comparies Parily owned by he
Jiate Goveloterni—
Companier floated under the Pilay
Prolect Scherme—
6. Utkal Foundry and Engineering Ca,
Limited
7. Cvrissa Concrete Produet Limited
E. Rourkela Fabrication Limited
9. Kalinga Foundry Limied _
10. Eastern  Acquatic Producs Limited
1. Utkal Metal Prodycts Limited
1. Orissa Aghico Limited
13. Orissa Wood Products Limied

Name of the
Department

Industrics
Industries
Irrigation
Mining and
Geolagy
Forest and

Animal
dusbandry

Industries

Industries
Industries
Industries
Indusiries
Indusiries
Industries

Industries

Date of
incorpo-
ration

3-4-1972
29-3.1962
22-5-1962
[6-5-1956

28-9.1962

3-4-1959

23-9-19359
28-1-1959
26-1-1958
G-5-1269
24-2.196%
1631951
10-12.1958

Year or Total  prog
3 iy
account <apital Lo =)
invested “{"'J

1972:73 18719 (43649
197172 31,9996 (—)s447
1970-72 8786 (_y7a
1970-71 12,4508 (—)3525

1969-70 7408 (+)210

1971-72 277 (41

1971-72 3 (s
1969-70 465 (+)0'3s
1969-70 421 (=pn

1963-70 058
1968-69 1433 (£)0'50
195?.53 1'41 {_mzu

1966-67 154 (=018

T gt g e e

S Rt

- .I.-.--r..---\,,- o ————— g r——— - o

—
o
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ui

R Ty ey -y

24, page 23)

{b) companics parily owaed by the State Governmen

(Amount in lakhs of Rupees)
Capital  Total return  Pereentage

. Total interest Interest on  Total return Percentage
cherged Lo long-term  on capital ol 1otal cmployed  on capita ol fotal
profit and loans invested relurn on cmployed  relurn on

loss account (7+9) capital (74 8) capital C
invested employed
B 9 10 11 12 13 14
013 (= )6'40 3518 2'72 (+)6 53 24007
5457 2218 {(—13r49 3,78 74 (+¥0r70 :
{—11"78 : 1,09°33 (—)178
500 (—)1623 : 56377 (—RT2s ‘
[ 034 (+12°44 330 (—)28°92 (+)2°99
oo : (+30°13 470 1'73 (+30°22 1271
1 1
< ol a1l {+)1'61 s 14 391 {+)1'63 41 6%
) ; (+)0°55 11'83 4787 (+)0res 1335
1°33 027 (=)0 46 1525 -+ 060 14°18
g o ; Q'35 =H b
(+)0°50 I760 205 ()50 24719
308 (=020 A 264 (—)0°12 2
ool z (=)0"78 s 1°38 (=377
4
oy

e '.}_‘\-:":“
LB
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APPENDIX 1V

3R
(Reference @ paragraph 23, page 28)
' tion
issa Construction CUIPQI‘:] ‘
I turnmgrfllilb;pmﬁt and loss position up to 31st March 197>
Projectwise

Turnover Profit (- )

Name of the Project Loss {--j'

Senal
no (In lakhs of Rupees)

@) (3) (4)
) 126 30 (—)6070
l. Mahanadi Bridge i G
e B 26'33 (-+)0"134
iR Dildye 25'87 (F)E448
4. Badagengut Bridge
5. Minor Bridges 1540 (-+)0°727
0. Taladanda Canal Bridge I'16 (30794
7. Jeera Bridge 220 (=)2701
8. Sunder Bridge 294 (=)0290
?. Cuttack-Kujang Road 278 (H)1'349
10, Mundali Weir 942 (-F)1°248
I Nuna Syphon 43°43 (++)2'961
I2. Dhanei Syphon 8'53 (-+)0'381
13. Salandi Syphon * 230 (+)0143
M. Salang; Barrage 4'50 (—)0°737
I5. Salandi Maiq Canal 2'47 (=)0023
16 Salandi Dagy 7638 (+)4'415
17. Bhubaneswgr Dumping yarg 026 (--)0'088
13, Nirgung; Dumping yqrg 5795 (-F)1'334
19 Godahade Aquedyct 29°90 (-+)0'789
20. Burudang Aquedyct 10°09 (=)0 349
21, Acrodrome Runway 16°G6 (—=)0'697
22. Hindo] Rgaq Quarry 10°89 (4-)4374
23, Kabar Quarry 2590 (=)2'130
24, Sunabeds, Quarry 3560 (—)11'975
25, Sunabedy Building g 49'8] (—)4'207
26, Sunabeda Bui!ding 11 7718 (—)8'150
27. Sunabeds Building yp 107 (—)0'360
28, Sunabed, concrete Roaqg 31771 (—)4445

o

e e
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APPENDIX IV—Concld.

i

i 5*;2' Name of the Project Turnover PrLu:-E;! Ei}
| (In lakhs of Rupees)
o @ ©) @)
B 29 Sunabeda Tnteral ‘Raad 5 957 (—)0°965
- 30. Paradecp Sand Refuse = 220 (4-)0'035
! 31.  Paradecp Widening Turning Circle 5 14'78 (+)2:770
32, Paradeep Monolith Works - 1124 (—)3'660
33, M.M.T,C, Link Road o 3:57 (4+)0°800
34, Deras M. I, Project 5 204 (=)0 140
35. Ferro-chrome Factory i3 73'75 (—)0992
If 36. Dhanmandal Railway Siding 544 {(—=)0-420
! 37. R. C.C, Lay by Jetty at Vizag, 7 21°78 (—)1"63]
38, Balimela Anchor Block ) 138 (—)0"280
| 39, Balimela Power House o 105°01 (4)3:499
!‘ 40, Balimela Gap-closing Works - 93:40 (+)42:790
| #1. Haridaspur Quarry s 77'63 (=)15:]04
42, Dykes Works at Balimela Dam Project e 14544 (—)7°389
43, Pithamahal Irrigation Project 4 1933 (=)2'533
44, D, A, V., Rourkela o 0'61 (—)0'520
45. Holy Tanks work at Puri “a 372 (+)1'422
46. Industrial Estate at Cuttack . 5'38 (=)0'701
47, Industrial Estate at Rourkela < 8'51 (—)0"300
48. Salinc Embankment at Pattamundai s 12:75 (+)1°964
49. F.C. 1 Talcher Project ‘o 201 (—)0053
50. Tower Foundation Project at Narasinghapur .. 1'90 (+)1°207
51, Jalaka Barrage e 5'86 (+)0'704
ke 52. Spillway Project, Balimela : 10°55 (-+)0°671
53. Riprap Ve 10°53 (—)or110
54. F.C 1. Storage Godown at Dungaripalli . +10 (-+)0°049
55, Tube-well project at Mahakalipara . (=)0221

OGP—MP.V] (A, G.) 23 —1,175—1-10-1974
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