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PREF CE 

1. This report on Mishra Dhatu Nigam Limited wa prepared by an Audit Board consisting 
of the following Members :-

Shri C. P. Mittal 
(Upto 31st March 1988) 

Shri K. Tyagarajan 
(Jst April 1988 to 31st December 1989) 

Shri K. Tyagarajan 
(lst January 1990 onwards) 

Sbri U. . Ananthan . 
(Upto 24th July 1987) 

hri B. L. Boipai 
(25th July 1987 to 31 t JanuaD l%9J 

Shri N. Bhimarao 
(1st February 1989 to 31st January 1990) 

Shri P. K. Das Gupta 
(Upto 29th February 1988) 

Shri Lachbman Singh 
(29th February 1988 onwards) 

Dr. M. K. Asund i 

Dr. V. A. Altekar, 

Chairman, Audit Board and Ex-officio 
Additional Deputy Comptroller and 

Auditor General (Commercial). 

Chairman, Audit .Board & Ex-officio 
Additional Deputy Comptroller & 
Auditor General (Commercial). 

Deputy Comptroller and Auditor General 
and Chairman Audit .Board. 

Member, Audit Board and Ex-officio 
Director of Commercial Audit, Hydera
bad . 

Member, Audit Board & Ex-officio 
Director of Commercial Audit, Hydera
bad. 

Member, udit Board & Ex-officio Director 
of Commercial Audit, Hyderabad. 

Member, Audit Board & Ex-officio Director 
of Commercial Audit, Ranchi. 

Member, Audit Board & Ex-officio Director 
of Commercial Audit Ranchi. 

Head, Metallurgy Division, Bhaba Atomic 
Research Centre, Bombay-Part time 
Member. 

Consultant, Part-time Member. 

2. The report was finalised by the Audit Board after taking into account the results of 
discussions held with the repre entative ' of the Ministry and the Company at its meeting held on 
I Ith August 1989 . 

3. The Comptroller and Auditor General of India wishes to place on record his appreciation 
of the work done by the Audit Board and in particular, the contribution made by the two part-time 
Member. 

(iii) 
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OVER VIEW 

I. Mishra Dhatu Nigam Limited was incorporated 
in 1973 for the manufacture of special metals and 
super alloys. The Comp:rny has not laid down its 
micro-objectives . <Para 1) 

IL The paid up capital ut the Company which was 
Rs. 2.00 crores in 1975, stgcd at Rs. 137.~4 crores 
in 1989. (Para 2 ) 

III. In 1973, th~ Governm.:nt cntL.red illto L.Ollubo
ration agreement with three inrcign firms for trc:nsfcr 
of technical know how anti advice on engineering for 
setting up a project for producticn of 110 grades of 
super alloys. Out of these 110 grades, 42 grades were 
not taken up. Around 1984 when the technology 
was being established, it became clear that some 
foreign manufacturers including the collaborator had 
switched over to a more ad ~·anced and cost-effective 
technology in case of Bi.metals. (Para 3) 

l V. While the project was sanctioned in 1973 al 

estimated cost of Rs. 30.85 crnres, this was revised 
to Rs. 89.85 crores in 1975 and Rs. 123.48 crores 
in 1981. Against this an expendit ure of Rs. 113.56 
crnre::; had been booked till 1988-89 but the comple
tion ieport had not been pr.:parcd as some balancing 
equipments were stated to be in the process of being 
provided. (Para 4) 

V. It was planned that plant should go into pro
duction by J anuary, 1980. Various shops were, 
however, erected and c2mmissiqued w1th delay ranging 
from 6 to 45 months. (Para 5.1) 

Vl. In response to quotations invited for structural 
!>leel and cladd ing work, the work awarded to the 
ninth lowest offer of Hindustan Steelworks Construc
tion Limited (HSCL ). The eight lower offers inclu
ding offers from two private firms were rejected on 
the ground that these firms were not capable of under
taking the work. However, HSCL later entrusted 
the main function of fabrication of entire structural 
work to the same two private films. In this process, 
an extra expenditure pf Rs. 20.17 lakhs was incurred. 

(Para 5.2.1 & 5.2.2) 

. \'II. The civil works cntrn ~ted to IISCL were 
required to be completed by :\ovembcr 197S whaeas 
these were comple ted only by February, l 982. No 
liquidated damage!:> were recovered for this delay. 

S/96 C&AG/90-3 
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Similarly the contracts awardc"! to HEC were ex
pected to be completed by Ap1 ;:, 1979 for which 
there was a delay of 36 lo 51 months. While the 
Company was entitled to liquidated damages of 
Rs. 14.66 lakhs due to this ckhly, the Company 
decided to recover only Rs. 11 .00 lakhs. 

( Para 5.2.J) 

VIII. The Company has n9t w<;rked out the installed 
capacity of the factory ~is ,t \ \ lh)lc. The Miui">t1y, 
howl-vl-r, stressed that the performance of th Melt 
Shops can be bc~t judged by th.! ulili~.ition of Forge 
Shop. With an input o( 511-4 ing1Jt tonnes, the output 
from the forge shop is expected to be 4204 tonnes . 
After proce_s~ing this output, overall capacity was 
reckoned at 2729 tonnes by the Ministry. As regards 
Titanium Shop, the average capacity calculated as 
l I 48 tonnes in June, l 98 7 was rc;:Juced to 900 tonnes 
in October, 1988 and 700 tonnes in December, 1988 
by the Managernent. (Para 6.1) 

IX. 'l he actual capacity ui ili~at1011 was 41.5 % in 
1986-87 and 50.30% in l Y88-89 with !efcrence to the 
overall capacity of 2729 tonnes. The capacity utilisa
tion of forge press was always less than 50%. The 
L'apacity utilisation of Titanium shcp was less than 
73 % even with reference to tlie reduced capacity of 
700 tonnes (Para 6.2) 

X. Although melt shops had been engaged 111 com
mercial producti0n from 1981-82, no standards of 
burning losses in respect of various grades have been 
fixed. The value of heats rejected cve1y year varied 
from R s. 4.60 lai-..hs to Rs. 24.70 lakbs. Norms have 
not been fixed to exercise control in this area. 

(Para 6.3) 

XI. Vuluc of scrap gt:.ncrated increased from 
Rs. 131.00 lakhs ( 1983-84) to Rs. 243.68 lakhs 
(1988-89). Norms for scrap generation were not 
fixed by the Comp aJ?.Y· (Para 6.4) 

XII. The Company has iustalled equipments valuing 
.Rs. 81.04 crores by end of March, 1989. Data in 
respect of utilisation was not avatlable in respect of 
-all the machineries. The utilisation of available hours 
of some major equipment every year varied from 
56% to 44%. The Company had not been analysing 
the reasons for idle machine hours. (Para 7) 



XllI. About 60% of the :.ales of the Company arc 
lo Government departments and public sector and 
remaining to the private paitics. The orders valuing 
Rs. 15.93 crores were pending with the Company for 
more than a year in March, 19P9. This included 
some orders •pending execution even prior to 1984-85. 

(Para 8) 

XI\ . The Inventory holding of ch:! Company 111-

crcascd from 8.90 months consumption in ] 984-85 

(vi) 

to 13.20 months consumpt10n in l 987-8~. fhc •aluc 
of stores issued for consu11iption but lying in various 
shops was Rs. 200 lakhs approximately at the end of 
each year. The value of st0rcs that were not moving 
for 4 years or more was Rs. 27.80 Jakh<>. ~Para Io) 

'XV. The Company has been incurring losses \ incc 
commencement of commcrc;al produclion. Tl1c accu 
mulated operational loss urto 1988-89 was Rs. 37.64 
crores. (Para 11.3) 

f 



MISHR DJ1ATU ' IGAM LIMITED 

(MTDHANl) 

J. Introduction 

J .1 Mishra Dhatu Nigam Limited (l\.IIDHA I) was 
incorporated on 20th Novemb~r 1973 for manufacture 
of special metals and super ~lloy ~·equired for the 
strategic sophisticated industries. 

1.2 The Bureau of Pubi ic Enterprises had asked 
(May 1979) the Public Ent;::rpris~s to speli out their 
micro objectives consistent with the broad ohjectives 
contained in the lndustr ial Policy Statement of 
December 1977 in order to facilitate a realistic and 

S/ 96 C&AG/90-4 

me·an!ngful evaluat ion o[ the performance oE Public 
Ente rprises by Parliamentary Comm ittee and GC?vern
ment . T he Company has not laid down its micro 
object ives so far (October 1989). The Ministry 
stated (July l 989) that the Company, in tune with 
the micro object ive of achieving self relinnce in 
strategic alloys, and in cluse interaction with the 
critical sectors, has been formulating it p lans for 
development and production of various types of alloys 
on yearly basis ~nd t hat t.hesl! annual targets should 
be deemed as micro objectives. 



2. Capital Structure 

The Company was regi lered with an authorised capital of Rs. 20.00 crores v.hich was raised from 
time to time and stood at R; 1..+0.00 cror cs a on 31st March 1989. The pai,l-up er.pita! which was 
Rs . 2.00 crores by March 1975, scood at Rs. 137.34 crores as on 31st March 1989 and was wholly 
subscribed by th ~ Go.,,ernment of India. 

' 

~ /' ·, ... .. 



3. Collalmrntfon Ag~ecmrnts und Tcdmology Transfer 

3.1 Iu September; Octob.: r 197 J the Gowrnment o'.' India entered into coll-aboration agrl:'ements \\ ith three 
foreign fi •ms for tran fer of t..:chniral knowhow and aJvice on engineering for ii~tting up a project for pro
duct ion of 110 graJcs of u >Cl"dlloys. The details of agreements, the period~ o( their currency, the grades 
rnvcrec.l and the collabora1i0n fet~s paid are given below : 

Name ol Cullahorator 

A 

D 

c 

l::lfoctivt: 
date of 
commem:e
mcnt of the 
agrct:mcnt 

Date upto 
which 
valid 

23-10-1973 

3 l-10-1989 

23-10-1973 

23-10-1981 

24-09-1973 

31-03-1984 

Products 

85 grades 

10 grades 

15 grade; 

Collabora
tion fees 
paid 
(Rs. m 
la kb, 

251..+1 

12 42 

53 . 46 

.. 2 I h.: thr..:e collaborau un <ign.:cn1en1s were as~igncJ to the Compan; by the Government in 
ovcmbcr 197..J. . Th 1.: Plailll ing Commi !>ion cleareJ the project in January 1976 

3.3 The 
under: 

sta tu::. ot technology trnn::.fer and 1mple111cnlation by the cud of October J 989 wa~ as 

- --- -------------

"fame of Collabora tor 

B 

c 

umber of Graue' __ .._ ____ ~ 
Propo~cd 

to be 
tran~ fcrrcd 

Transferr,ed Taken up Completed 
upt0 
October. 
1989 

for execu
tion upto 
October, 
1989 

upto 
Octoh~r, 

1939 

----- ---- -
13 

10 J 4 3 

15 11 11 

·--- ---- ·- --
110 

3 

In pro· 
grcss by 
October, 
1°89 

II 

15 

BalanCI! 
~rade - not 
taken up 

32 

6 

4 

42 



3. (a) T cchnical Assis1ancc 
(b) Training Expense 

4. (a) .Engineering' Consultancy 
(b l Admini,Lralion during cunsm11.:tion 

5. Contingencies 

6. Other Expense~ 

(a) OJI site facilities (Water & Power) 
(b) Preliminary 
(c) Initial spares 
(d) Start up 

6 

--- -
2~· 

('7 287 
---· ··-

I ~o 
I ~' l ·~ .10 

----- -
- ' 

41 
4 

547 
165 7 . 7 

- - --- -- - -
324.02 31.2 . 83 
89.00 4JJ . 02 46. 36 359 19 ----- ----

146. 00 J 61. 59 
484.9.i 6JU . % 484.96 646. 55 

---- -----
67 . 12 

-L J2 72 . 09 
J . OX 3.08 

' . i . 2-t 664.24 
7 ~. 1.J. O~l 1.518 . 64 65'J. OU 1,398 4l _____ __. ____________ 
-------------------·----- - -

- - ------- -

Although the commercial production commen cd in 
July 1983, the Company continued brJt)J,ing cxpendi
tur.: under this project c:vi:n during 1988-89 i.e. ~ix 
years after cmnmenccment of C•'mmncial production. 
The Cor.1pany has tated (O c•obc:i 1988) that some 
balanc·ng facilitil:s were required for augmentation o( 
the product mix. During Audit Bourd mcct'ng 
(August 1989) the Mini'>try explained that 

1 
with 

reference to technological development, various pro
duct mix·.::, needed new equipment.;; \\'hich were termed 
balancing .:quipments. fhe completion 1 eport had 
also not been prepared :is yet <March 1989). 

The M ;n:stry (urther ~l;.:kd (September J 989) that 
in a high technology plant ui' a pioneering nature such 
as MIDI-JAN I, it is but !Jalur.1i that there arc some 

8,985 12,347.60 11,356.00 
---- .. - . -- . ·-· - -

changes in th~ prcdu::t 1111x ouginally Vbualised vb-a
vis that ob!_aining a uccadl.! !d er. While, :.icco, Jing to 
the Min1Sd} , the change i11 p ."•'uuct mix ha not 
entailed add .ti01ial insldllali •;ns u:· any major prodm:
tion facililie .me.I only auxili:1ry ~111d supporting equip
ments/ faciliti s in the vaiious sbop8 need tO be oricn!l'd 
towards the changed market !'l q 11 ircmcn h. · he addi
tional facilities , so n :quin:ci, b~ing m,Jy o[ supp01ting 
nature, the Ministry clarilil.!u th.it thl.!se Jre basically 
not for incre·.1s:ng tii ; cap ... cit y. 

The Mi11; ~ 1ry cxpeckd that the completion report 
\\ ould be submitted to lhe Go vet nmcnt after installa
tion of these balancing ia~ilit i ,·::-. in a course of tv\O 
years . 

ll 

I 
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5. Project Jmplemcnlation 

5.1 The Planning Commi ~ion had considered the 
inve~tm2nt pattem for the project en 27th J.inuM ) 

1976 and decided that th.: proicct should be imple
mented as planned and instal!~d wi thin 42 months 
and commissioned within SI r1onth~ fro m th:- go-ahead 
date of 1 t October 1975. '.\s such the entire pla nt 
should have gon into production by Janu :-uy 1980. 

In th is connectinr, a rd~ n.:ncc is invited to para 1 of 
chapter X of the rcp u1 t of the: Comptroller and 
Auditor Gcn~ral (Comma . .:i~l)-1980, Part V. Th~ 

various shops w~re, hO\\'t~ver, erected and commis
sioned with delays ranging from 6 to 45 months as 
detai led below :-

Erection and Commissioning of 
shop 

MECT SHOP 1 

Freet ion 
Commissioning 

MELT SlfOP II 

Erection 
Commissioning 

TITANIUM SHOP 

Erection 
Commission in' 

FOR ,r SlfOP 

Erection 
("nm mission int! 

HRM SH >P 

[rection 
Commi,~io1.in l! 

CRM \HOP 

rrcction 
Comr 1i~~ ionin <! 

BAR & \\ JRr-

Freet ion 
Commi~;;io n i nu 

P.M. <:;HOP 

Lrcction 
Commis. i0ni11r 

CORE SHOP 

Erection 
Commis<ioning 

DR WI NG SJTOP 

Scheduled dare of 
complc•ion 

496 tonnes 

February 1979 l 
February 1980 f 
397 tonnes 

rebruary 1979 l 
Fehruarv 19RO f 

325 tonnes 

February 1979 l 
Februarv 1980 r 

J 

1903 tonnes 

April 1979 l 
February 1980 r 

2217 tonne 

April 1979 l_ 
frbnrn ry 1980 .f 

r3 t nn ' 
pril 1979 "\ Febrn:i r~ I 9RO , 

April 1979 \. 
r ebruflrv 1980 r 

April 1979 l 
Fehrnn ry 1980 J 

July 1980 l 
September 1980 J 

Actually 
completed 

Months delayed Bro'.ld reasons attributed for the 
delay 

J 

ugust 19RO 6 month -; 

September 1980 7 months 

October 1980 8 months 

April 1981 15 months 

December 1982 34 months 

December 198.! 34 months 

April 1981 14 months 

April 1979 

March !9R4 45 month~ 

7 

Severe power cut and other com
missioning problems. 

Modification of the systems during 
commis~ioning and non-a vailn hility of 
erect ion r ngineers. 

Severe power cut and certain problems 
in commissionin!l. 

evcre Power cut, Repeated fa ilures 
of Hydraulic and Electronic System 
duri ng trial operation of press 
resulting in modification of major 
hydrnulic unit. 

Delay in manufacture and d-:hvery 
of hot sheet and strip unit by HEC. 
Ranchi, delay in supply of ll~r ~ill 
nnd Wire rod Mill by lv\rCoN. lack 
of adequate respon e to global t·quip
ment leading to dela) in placem •nt 
nf purcha~e order. 

Due to delay in suppl) of certain 
parts of the equipment h} the 
o.; uppliers. 

Delay in supply of certain part of 
rhe equipment by the suppliers and 
non-availability of suppli-:rs' Engineers 
for commissioning. 

Ahead of ~c heclule 

Decided to phase it Qllt to suit the 
commi. ~inning of the upstream manu
facturing shop and partly on accoJnr 
of delay in the supply anti erection 
of the equipment. 

I ' .. . j 



5.2 Some of the -;alicnt "i•.pccts nc ticcd in the con
tracts arc gi en below : 

5 .2 1 1u re,pom;: to opc11 t;:,1dcrs im tt •:J iu DcceJll
bcr 1975 for ~trnctural steel and ch:ddiug work for 
5870 tonnes (approx), 17 ullcrs (10 from Public eclor 
Und rtak;n,g · and .7 l:rb;,, Pi·[va1e firms) were 1eceiv d. 
Th~ offer of Triverri Structur.1ls Limi ted (TSL), (":i 

Public Sector Unde · taki :1g) was th : lo\\ cSt <'f 
R . 254 .74 lakh~ •vhil-; th ~ offer of a private firm 'P' 
was the second lowe~t at R~ 268.70 lakh . The off r 
of another private firm 'S' wa _ the third lowest at 
Rs . 282.98 lakhs a1.c the ~ffe 1 ol HindustHn Steel works 
Con truction · I:.im it1~d (HSCL) (a Public Sector Under
taking) was the ninth lo ,,·· ,t '.it Rs. 343.16 lakhs. The 
Consulfng Engineers recom mended (April 1976) 'for 
awarding the work to the f.rm 'S' who. e offe · was the 
third lowest at Rs. ?8TOS hkhs ~n th_ ground that 
they had executed several cMtracts npto 5000 tonne. 
of work. 

5.2 2 During May 1976 discussicns were held with 
six parties including TSL, 'F' and HSCL. The Board 
of Directors wa<; apprised in May 1976, that HSCL 
showed willingness to t-akc- up the structural work at 
ub tantially lower rates .,;ubjcct to the condition that 

thew hould also be given t"hc contracts for civil works 
for main plant building .:H, mutu~11ly agreed term...,. 
Th" B oard constituted :1 . '•.' gotiating Committee of 
Dir ctors with the then Chairman and fam:ging 
Director -as its Chairman. The Comn>ittec observed 
(8th July 1976) that ti:c ralt..s offered by the lowest 
tenderer viz TSL for the ~ t,; 1 items were not realistic. 
Furth ~ r. the Committee did uot con5'icier lhe dfers of 
the privat firms on the pk::: that these firms were not 
capable of undertaking :h:> work of th e magnitude 
involved. Tt recommem.led (A ugusl 1976) that the 
contract he awarded to tll:; HSCL which offered a 
price concession of 12.5 r~r c1·nt on the Jotal cost of 
the tend r. In s~ptemlnr 1976 a work order was 
is. ued for Rs. 300.26 bkh~ . ThL: civil \\Orks stage I 
and rr Rs. 114.07 Jakh .> '.l:id Rs. 298 bkh" re pec
tivcly were also simultane(J ~h!}· awarded to HSCL. rt 
was ob ~ervcd that H~"C'L ;n turn bad en trusted the 
main function (i"c.) fabric,1lion o[ the entire structural 
work to same two private scctoc firm s whose offers lo 
the Compan.~r in tJ:i e opcn wukrs were lowest when 
compared to that of HSr L Though the benefit of 
lower rates quoted by th::'c nri va te firms was availed 
of by HSCL by entru~t111g the work to them, the 
rejection of lowe~ t offer-; ab i1>itio stating that the firm~ 
were not capable of unl!;:;t~:king the work re. ulted in 
:111 extra expenditure o( R '. 20. 17 lakhs. The 
Mini try stated (Septemb.,r l 989) : 

" . . after careful con. ideration of the complexity 
involved in coordin:.lting the setting up of 

8 

the plant il was d.:ciued by the Board that 
both the struclurnl ;.;nd civil work , hould 
be rntruskct lo one ,1gency and that con
~idcrin..! ll~ wide CXfJCJienCe in de.ding \Vith 
large prujcd~ i ISCL ~ hould be awarded the 
contract t>ven thc•11<?h they were not the 
lowest''. 

5.2 .3 per the work order the tage-r civil works 
were to be complet cl by end f February 1978 .md 
the Stage-lT civil work by end of November l 978 . 
The provi ion made in the work order ;n regard to 
validity of rates upto 30th April 1980 indicate the 
uncertai nity of Iii.: anticipated complt:tion of work 
within two year~. in th(' light of non-a\.ailability cf bill 
of quantities for Stage-II civil wor~s . The civil works 
were actually completed only by end of February 19 2 
with exten ions without levy of liquidated damf,ges. 

Reasons for the delay i!1 completion of the civil 
works Stage-I and TT wcr.! indicated as below :-

Delay in furnisl:ir:g the design drawings to 
the contractor Ju~ to non-receipt of equip
ment parameter from f1Jppliers. 

'Holds' were imposed on co1unm founda
tions, equipmen t fou ndution, flooring etc. to 
enable transportation anci easy mO\ emcnt oE 
equipment ins ide the shops, examination and 
determination of requirement of grouting 
work, rcfracto1 y floo ring etc. 

The Ministry tatecl (July 1989) that HSCL had 
completed 97 per cent of the w..irk by April 1980. 
R easons for delay in compktion of h~lance work were 
not attributable to HSCL and hence the contract period 
was extended without levy of lh11iidatect dam-age . 

5.2.4 A per the contract with HEC Hot Sheet and 
Strip Mills were expected to b:! commis ioned within 
25 rnonths from th¥ dale of awarding the co11tract i.e. 
by priJ J 979. Against thi ~ target he Cold Rolling 
Mill (CRM) shop was co1J1missioned in April 1982 
(~1 delay of 36 month ) and Hot Rolling Mill (HRM) 
, hop was commissioned in J •1ly 1983 (a delay of 51 
months). Although CRM shop w~s ready for produc
tion in April 1982, thi .::c uld be utili sed only with 
effect from July l 983 as the output of HRM shop 
constit utes the input for tlti~ shop. 

Due to thi delay of .:i -, months. the company wa!. 
enti tled to levy liquidated .Jamages of Rs . 14.66 lakhs 
against which the company de ·i ded to recover only 
Rs . 1 LOO lakhs. 

_, 

1 



6. Protluction Performance 

6.1 Capacity 

IJ.1.1 The major shops of th.: phn t are two melt 
shops. Forge shop, T it:111 11m shop, Hot Rolling Mill 
shop (HRM), Cold Rolli nc; Mill shop (CRM). Bar and 
Wire Drawing hop, Car.! :inJ Lamina t;ons shop and 
Powder Metall urgy shop. There arc three primary 
melting furnaces and two s;:~unda ry melting furnaces 
in the two melt shops. In the primary m~l ting furna c, 
the metal i ~ rm,duct'd either in the shape of Elec
trodes or Ingot depending upo n the requirement of 
the proce s. While the inµots are transferred to forge 
shop for fu rther proces i1:r- the electrodes are trans
ferred to secondary melting furnaces where ingots a rc 
produced from electrodes aEcl transferred to Forge 
Shop for fu rthL·r processing. All the e Furnaces 
including their auxiliaries \\e re commissioned in 1979 
and · 1980. The companJ h['s not worked out the 
installed capaci ty for the l'a.:tory as a ~·nole . Follow
ing were the con train ts st atcd by the comp.iny 
(December 1988) in defining th e pla r.t ca11acity: 

(i) Wide product mix 
(ii) Changes in utilirn ion of individual eq,uip

ments 
(iii) FaciWy const raints . 
(iv) Chang1.11g customer requi rement. 

6.1.2 The cap·acity of 111_.·ltin& c:qu ipmer.t and forging 
equipment werl! indicate(! as follows (December 1988): 
---- ----

Deigned f nstalled 
capacity capacity (as 

per exi5ting 
product 
mix) -- - -----

(Tonnes) (Tonnes) 
Mell sho ps 
(a) Primary Melting 

(i) Arc Furnace 3246 4500 
(ii) Air Induction Melt ing 

(A TM) Furnace 111 2 111 2 
(iii ) Vacuum Induction 

Melting (YIM) Furnace 642 700 
(b) Secondary M elling 

(i) Vacuum A re Refinery 
(VAR) Furnace. IT 655 655 (200) 

(ii) [lectro51ag Refining 
(ESR) Furr'lLe '.139 2350 (1400) 

Forging Press 5144 5144 (350 )) 
- -- - -

(The figures in bracket indicate r..:>tr icti,)n due to auxilia ry 
facilities). 

The Mini ·try ~t:.:tccl (Jul~ 1 ~~9) that the J bovc 
capacities w~re based on three ~ h :f t operat ion and the 
capacity for p imary l'urn;,cc- taken together should 
be reckoned at 36UO tonn es r1cc0rding to exi>ting 
m:mpower fo r two ~ hi(t o.re~n t ion . 

6.1.3 As forge shop 1 ~ th :.: singh· comm0n point in 
all product lines, the M wi., try, during discussion with 
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Audit Board ( ugust i 91.:9) , stressed that the per
formance of th ~ plant c.~'' bt' best judcied hy the 
ut ilisa tion of Forge shop. 

6.1.4 As per Engineering report, the input to the 
Forge shop was 5144 111g,1r tunnes with an output oE 
4204 tonnes and after lht> HR 1. CRM and Wire 
drawing process, the ovcr<:ll capacity was expected to 
be of the order of 2500 t.) 30JI) t·Jnnes. In \'iew of 
this the overa ll capacity of the plant was reckoned at 
2729 tonnes by the Mini~~;y. 

6.1.5 In addition to the primary and secondary 
furnaces stated above, th ~ plal't 111 o has a Vacuum 
Induction Refinery (VIR) Furnac~ costing Rs. 83.56 
lakhs which has a de-igned as well as installed capacity 
of 1750 tonnes. This furnace i~~ uc:;ec] for refining pro-
ce witb liquid metal taken from Arc Furnace. 

6.1.6 So far as the Titanium ~hop is concerned, its 
main equipments are TEP for compacting and VAR 
Furnace I for melting the ele<'trodes . The major 
equipments including the auxili~rie were commissioned 
between September 1979 a1~d larch 198 l. Jn VAR I 
furnace both titanium and steel ingots can be pro
duced. The Management inlicated the following to 
be tl1c capacity of the Titanium Alloys and Steel 
Alloys on three diff~re1~t dates: 

----- ----· -
Installed As stated by Manage-
capacity a ment in 
calculated 

_.., _______ 
in June October December 
1987 1988 1988 
{Tonnes) (Tonnes) (Tonnes) 

--- - -------
Titanium Alloy 1170 900 700 
Steel Alloy 1125 900 700 

veragc on basis or 
SO : 50 basis 1148 900 700 

---
\vhi l; th~ capacity calculated in June 1987 was stated 
to be only theoretical, the c::.pacity stated in December 
1988 was stated to ce ba. cd on existing product mix. 

6.2 Capacity UtilisatiC'n : 
6.2.1 The table below 1ndic;! ll:S the capacity utili. a

t;on envisaged to be achi;:v~u ~i nd actually '3chievcd 
during five years endir.g l'vfa rch 1989: 

----
] 984- 1985- J 986- 1987- 1988-

85 6 87 88 89 

Utili ation: 
(i) A envisaged in 
Engineering Report 
(%) 60 
(ii) Actually achieved 
based on capacity 
of 2729 tonnes(%) 35. 6 

90 

42 . 4 

100 100 1 l 

41. 5 39.0 50.3 



ciquipment breakdowns and d ctrical breakdowns le . 
the heats were de~arcd as failed and the e11tin: 
materiab could be remelted for getting the ingot/ 
electrodes. 

6.3.3 The following wb:c ir;d1cated the v-<1lue of 
heats rejected and the cxpcnd;rurc incurred on the 
beats failed for the six years ending March 1989 : 

Year 

1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 

(R . in lakhs) 
- - -- --- -- --

Value or heats Melting charges 
rejected on heats failed 

l5.17 
20.41 
11.17 
4.60 
5.39 

24.70 

0.22 
0.16 
0. 52 
1. 78 
2. 37 
2.66 ----------

------·--------------
Year Total input Scrap 
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charge generated 

6.3.4 No norms were fixed to exercise any control 
iu th i:, an.:a. The company stated (October 1988) 
that in view of rigid spccilLations and inspection ~tan
dards; no norms of rejections could be fixed and that 
the annual losses had been !es than 5 per cent of 
the primary production on an average. 

6.4 Scrap 

6.4. I Generation of scrap occurs at the mdting, 
forging and rollhg stages and in a ll other down steam 
proccssc . The particulars of the total inp_ut charged, 
scrap generated and scrap consumed c.Juring the six 
years upto 1988-89 and the closing stock at the end 
of each year are given beio,\ : 

Scrap 
consumed 

Percentage of scrap Clo<>ing 
stock at 
the end of 
each year 

Value 
(Rs. in 
lakhs) 

(in tonnes) 

Generated 
to input 
charges 

Consumed 
to input 
charge 

-- ----
1983-84 3159 1289 805 40.83 25. 50 1195 131. 00 
1984-85 2898 1009 1374 34.81 47 . 41 830 137.04 
1985-86 2691 773 1006 28. 74 37.39 597 143.54 
1986-87 2933 830 876 28.32 29.86 551 t86 . 58 
1987-88 1936 762 616 39.35 42 . 15 697 196 96 
1988-89 1987 807 877 40.64 44.16 627 243.68 

----- ----
6.4.2 No norms for scrap generation were s paratcly 

fixed by the Company. There was an increase in the 
value of closing stock of scrap from year to ycnr. In 
quantitative terms the clo i.Jg stock at the end of each 
of the six years represented 11, 10, 9, 8, 11 and 9 
months' proc.Juction of the w;pccti\e years. 

6.4.3 The- Ministry stated (July 1989) that norms 
for scrap generation are not p;q uircd to be separately 
fixed because scrap gener<ltion i~ a function of th.: 
normative yield and rejection Cl'l1tn;i which are moni
tored separately. The Mu:i~try further stated (July 
1989) that :-

Scrap generation depends upon the number 
of heats taken lcr <> given grade. 

Normally close monitoring 1s done on the 
yield of the product and this activity in
directly controls th::! volume of scrap gene
rated. 

The volume of !. rap generated is a part of 
the materials i'roc:es- only .md not due to 
poor production performance or faulty 
planning or bad workmanship. 

6 .4 .4 A detailed examination in audit in ca~e at 
quantum of scrap generateJ iu case of a !'ew giade.>, 
however, revealed that no :.inaly~is was don - by the 

---------

Company to find out whclh..;r the excess scrap gene
rated was on account of pvo( performance of produc
tion process 0r faulty planning or bad workmanship 
in respect of those grades. 

1 6.4.5 An anaJy~is of th-: scrap Jl1 ce1 tam grades abo 
revealed that :-

the Company was not in a position to re
cycle or reuse the t it~miurn scrap for want 
of heavy jaw cru5hl?rs. 

as at 3ht Mar;:h, 1989 the Comp ny had 
an un identified scmtJ vaiued Rs. 4.95 lakh!> 
which might not be us.;fuJ for the melt of 
any grade. 

there wa • I 62.62h tonnes of a sp.;cial metal 
scrap valued ..it K~ . 80 85 !u khs as on 
3 ht March , l 989 pertaining to thL' supply 
onkr of 'V' a~ tile execution of thil'i ~upply 

ord.:r upto the torged stocks had already 
been completed and thcL~ was no likelihood 
of use of thi heav) stock o( scrap. 

The Ministry stntctl (July J 989) tlwt \' ith the 
approval o[ 'V' for u '>e o[ 50 p::r ('Cnt of scrnp for a 
recent order the scraJJ. consumption \\'as exp c:cted t.:.1 
iucrea~e am! the ~Locks were i.:xpeetec.J to be pro
grcssi vely con:.urne<l. 
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7. Machine Utilisation 

7.1 The Company had i11sta llec seve ·a1 equipments 
valued Rs. 8104.41 lakhs by end of March 1989. 

7.2 Out of these equipm~nts , the company had been 
collecting machine utilisatiuv particulars in respect of 
a few equipments only for the purpose of calcul'c.lliog 
average machine hour ra te fo r evaluating the work-in
progress at the cnJ o~ each year. In respect 
of some major equipments (Details in Annexure-I) 
the Ministry has intimated (hly 1989) the following 
po ition :-

Available hours 

Hours utilised 

Percentage or 
Utilisation 

1984-85 J 985-86 1986-87 1987-88 

40,000 40,000 40,000 40,000 

22,034 21,020 17 ,539 18,252 

56 53 44 46 

Although the plant as a whole h:.!d gone into com
mercial production from J ujy J 983 the Compuny had 
not been analysing the rl!asons for the idle machine 
hours. 

Th.! Ministry has sta ted (July 1989) that:-

there are about 20 major equipments 
supported by l 00 ocid auxiliary procc~sing 
equipment which, Ill t11rn, -are served by 
another 250 odd minor equipment. I t i~ 

_neither possible nor visualised to ~ns ur~ 
full utilisation of all these auxiliary aud 
minor cq~ipmenl. 

taking this factor into con ideration Com
pany has been co n ·~entral ing on the utili sa
tion of major equipment h;•ving a bear ing on 
the tot-al capacity of the Plant. 

!he number of ava ila!Jk nrnchinc hours is 
dependent on ?cwral fart0rs such a nature 
of operations, •.!xtcnt of breakdown ·, extent 
of preventive maintem.nce ilnd extent of 
manning provided. 

7.3 Jt was observed in aud it tliat the following 
equipment was found to be either idle 0r under
utilised. 

7.3.1 Machines lying idle 

Value 

(R.&. in lakhs) 

CORE SHOP 

(i) Bell furnaces 

CRM SHOP 

(ii) Bimetal degreasing line 
(iii) 20 High Foil Mill 
(iv) Foil Annealing Furnace/Line 
(v) Foil slitting line 

P.M. SHOP 

(vi) Pickliug line cquipmi.:o l 
(vii) Annealing li11es 2 uumbe~ 

(viii) Multiple draft wire drawing machines 2 numbers 

BAR & WIRE DRAWING SHOP 

(ix) Vacuum Tmprcgnalion Pl:int 

I 

15. 37 Procured for core shop in 1981-82 were nol commission
ed so far. 

42. 46 Not out to use due o techoolo6Y becoming obsolete. 
144 79") These equipment~ could not be put to use for want of 

36. 75 ~ orders. 
6. 34) 

4 . 92 l For wanl of orders the~e equipmeols coul<l not be put 
7 . 15 )... to use. 
4. 13) 

3. 00 For wnnt of orc'lel' th i~ mnchint' u.·~~ not hei ng me- 0 . 

13 



During the discussion in , udit Board meeting held 
in October l 9,i8 regarding the overall utilisation of 
capacity built up for th ~ p!,1n in juxia po:; ition v.ith 
thl! on.lcr book pklurl!, it was h ighlight<.:d that \'thilc 
orders for J 900 tonn ..:~ valued at Rs. 38.00 crores 
were to be executed (many of th0se for 4 to 5 year. ) 
the capacities remain ;:-d undcrutili , ed. The Milnage
ment stated that 'J good nun1bcr of pending order<; 
were for smaU qu ;:•11' •ti.; and it would not be adrnn
tageous or economical to ta!~ up prnuuct ion. 

. The Ministry stated (It.:ly l 989) in regard to the 
orders received before 1984 aml remai ning unexccuted 
that these orders were a~c(:'rted when the production 
technology was not ful ly clemons\rated at that point 
and at very low prices. 

8.3 The Company had no specific Pricing Policy. A 
pricing committee comprising representatives from 
Marketing, Finance, PPC, QCL, Melt and Forge and 
Management Service rccom1ncnds the price to be 
tendered in respect of each enquiry. This recom
mendation is based on lhe quantity of raw m::iterial 
required and technical prc.ces es to be routed through 
as given by the Product ion, Planning and Control 
wing The costing section pbces the cost analy. i<; 
before the pricing commit!ec. Based on this and the 
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prevailing market prices (PDP price~ etc)., the C m
mitke recommends the fllicc lo be offered. Vhile 
olleriug lhc pricl!, lhl! Company was trying lo obl~iin 
a rate suliicient lo covl!r atlea ·t the marginal cost in 
respect of each sale order. 

8.4 The Comr:-iny did not prepar~ any price list 
for the standard items. Tt did not maintain job-wise 

or sa le order wise cost record ~nd profitability ;:;nalysis 

in respect of each sale order. It wa , however, 

observed in audit that out of the 44 sale orders 

executed in 1986-87, the Company incurred a loss of 

Rs. 210.36 Jakhs in respect of 33 orders and made a 

profit of Rs. 50.96 lakhs on 11 orders and in 1987-88 
out of 52 orders executed, the Con1 pany incurred a 

los of Rs. 15 l.2 L lakhs on 38 orders and earned a 

profit of Rs. · 71.53 Jak hs ou 14 orders. Out of the 

sale orders executed during 1986-87, 17 orders only 

w re executed within the stipulated period of delivery. 

The delay in execution of the balance orders ranged 

from one year to four y..:ar~. The Company stated 

(October, 1988) that the standard price I! ts in respect 

of 'M' Wires, Titanium Products and Superheat Pro

ducts were being prepared fot specific periods. 



9. Maneowcr 

9.1 The table below iu<licatcs the man-power 
requirement envis1ged in the Engineering Report of 
June, 1975 for the full production level and the 

actual deployment of man_-p.:iwer by the Company at 
the end of each year for six years ending March, 
1989. 

At end of March No. of employees as per engineering Actual deployment of employees 

1984 
1985 
1986 
1987 
1988 
1989 

Executives 

257 
257 
257 
257 
257 
257 

The engagement of executive staff exceeded the 
limit indicated in the E!}girn~ering Report from Mmch, 
1984 although the production was ranging between 
35.60 per cent and 54.98 per cent from 1984-85 to 
1988-89 of the full production level. The Govern
ment stated (September, 1989) that the executive 
strength was divided into technical and non-technical. 
So far as the technical strength was concerned, 
MIDHANI had to deploy a near full complement for 
absorption of technology and for translation into use 
at the shop floor without any refe rence to number of 
shifts of operation. The Government further stated 
that the excess strength on non-technical side was due 
to assessment of inadequate ma!J-power in Engineering 
Rewrt for non-t~chnical areas. 

9.2 In the Engineering Report the ratio of direct to 
indirect man-power was indicv ted a t l: 1.15 at full 
operational level. The ratio between the direct and 
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report 

Non- Total Executives Non-executives Total 
exeeutives 

1795 2052 259 1221 1480 
1795 2052 267 1271 1538 
1795 2052 264 1268 1532 
1795 2052 268 1241 1599 
1795 2052 271 1246 1517 
1795 2052 270 1238 1508 

indirect workers was, however, found to be higher as 
follows: 

Year ending 
31st March 

Non-executives 

Direct Indirect 

1985 470 

1986 575 

1987 455 

1988 478 

1~89 477 

800 

900 

786 

768 

761 
- ·------- --·---------

Ratio 
D irect 
Workers/ 
Indirect 
Workers 

1 : J . 70 

1 : 1. 56 

1 ; 1. 73 

1 : J. 61 

1 : 1.60 

The Government stated (July, 1989) that th1 
Engineering Report did not include the manning for 
non-technical areas viz. Security, Commercial Offices 
and for other positional requirements. 



· 10. Material Man gement and Inventory Control 

l O. l The cbsl of direcl materials constituted more 
than 60 p~r cent of the cost of produGtion. 

10 .. 2 The following are the inveJ1tory ho~dings as 
at the end of each year for the five years upto 1988-89: 

1984- 1985- 1986- 1987- 1988-
85 . . 86 87 88 89 

- -- --- - ------------
No. of kfont!t consumption held in Stock 

Raw materials (ex-

cluding scrap) 11 . 6 7.0 5. 9 
Stores & Spares 22. 2 23. 8 28. l 

4. 2 .2 . 9 
26.5 15.52 

According to the Ministry (July, 1989) : 

(i) Raw material stock: has to be reviewed after 
eliminating :-

(a) effect of delib r::ite decision to stockpile 
certain materials. 

(b) internally g neratcJ crap. 

(ii) Inventory of spares has to be related as p rcent
agc of the value of equipment installecJ . 

(iii) hop Jloor stocks are not to be reckoned in 
in vcntory holdings. 

With this backgrow1d the Ministry (July, J 989) 
ha given figures of. inventory holding according to 
which the inventorie§ were of the following order :-

Year 

1983-84 
1984-85 
1985-86 
1986-87 
1987-88 

Number of months of consump
tion 

Raw materials Stores 

12.09 (not given) 
6.53 8.90 
4.55 9.93 
4.21 15. 13 
3.34 13.20 

Even with this compos1i1on, the stock of raw 
materials in terms of numb~r of months consumption 
was very high in 1983-84 • nd the inventory holding 

. of spares was on increase. 

10.3 Stores are issued from main stores to the 
various shops for consumption. The value of such 
stores issued, but lying in vuious "hops at the end 
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of each year for the five years ending March, 1989 
was as follows :-

As on 31st March of Rs. in lakhs 

1985 
1986 
1987 
1988 
1989 

275.77 
239.38 
209.08 
207.27 
193.50 

10.4 The stocks in the shop as on 31st March, 
J 989 included 9 items of mw materiafs valued 
Rs. 6.55 lakhs and 61 items of major consumables 
valued Rs. 43.98 lakbs which were lying idle in the 
shops for more than four years. Keeping heavy 
inventory with the shops will stand in the way of 

·the Management having adequate control over the 
procurement of raw mat-erial'i and stores. 

The Company / Ministry stateg (October J 988 / 
July, 1989) :-

stores on shop floor5 were required in day
to-day u e in manufacturing operations 

the non-moving raw materials of the value 
of Rs. 6.55 1akhs were left overs of raw 
matGrials which were procured in initial 
stages for Lrial oper:i tions and dcvl lopmcnt 
purposes. 

the major consumables had been initially 
purchased anticipat ing full util isation of th\? 
capacity of HRM & CRM shnps, and efforts 
were being made to explore the market for 
increasing the utilisation capacity in HRM 
& CRM shops -:ind only then these items 
could be fully utilised. 

10.5 The year-wise bn.:ak-up of work-in-progr ss 
as on 31 t March, 1989 given below : 

Year 

1983-84 .. 

1984-85 
1985-86 
1986-87 
1987-88 
1988-89 

•and earlier 
Add : Stock disposals 

Total: 

Quantity 
(tonnes) 

41.76 
32.27 
59.35 
61. 35 

136. 85 
856.83 

1188.41 

105.24 

1293. 65 

Value 
(Rs. in Jakbs) 

27.50 
25.26 
49.79 
38.18 

162.68 
824.17 

11 7. 58 

69 72 

11 97. 30 

f 



10.6 Tbe work-111-pfogrnss pt:rtaining to the ye<•fS 
from 1979-80 to J 986-87 (including stoc-k dispo al ) 
amounting to R s. 210.4) iakhs could not be mo ed out 
as sales or converted into fini shed products. This 
had, thcn.:fon.:, resulted in unnecessary blocking tip 
of working capital funds to the tune o[ Rs. 210.45 
lakhs. · 

The Government stated (July, J 989) that certain 
items for which 110 crder were likely to be received 
wer identified for disposal and the value of such 
items disposed of in 1988-89 wa · Rs. 77.26 lakhs and 
furthe1: action was on hand for identi[ying work-in
progrcss for dispo ·aJs. 

10.7 A review of the Cei1tral Stores bin cards and 
priced stores ledgers showed that a on 31st March 
1989. 71 items of raw muterials, lubricants, comum
ables and other tores valued Rs. l 5.18 lakhs were 
nol moving for more than 4 years , and in the case o[ 
mechanical tores and spares 195 items valued 
Rs. 5.16 Jakhs and 145 items valued Rs. 7.46 lakhs 
were not moving for more thc1n 6 years and 4 years 
respectively. The total value o[ these non-moving 
items was Rs. 27.80 lakhs. 
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The Ministry tated (July 1989) tbat out of the e 
non-moving items 'GC' and 'SP' were tht< major items 
and one product item was already sold for R s. L 15 
lakhs. ln regard to shell-poll! age it was stated that the 
company had taken up th,:: ~natter with tbe Collabora
tors for its u e in diffecnt applicati0ns. It further 
tated that a Committee was already examining criti

cally the remaining ' items of small value for their use 
or for disposal. 

10.8 The part iculars of claims with Vendors towards 
value of hortages, damaged and rejected items out
standing at the end of each year for the la t five years 
arc given belo 

As at the end of March 

1985 
1986 
1987 
1988 
1989 

Amount of claims 

(Rs. in lakhs) 
14. 86 
] 8.63 
12. 36 
l l. 81 
10.87 

The amount of Rs. 10.87 lakhs as on 31st March 
1989 included claims worth Rs. 3.53 Jakhs pending 
for more than three years. 



lJ . Financial Position and Wor-king Results 

11.1 The fin~ncial position of the Company for the fiv years upto 1988-89 is summarised below : 

(Rs. in lakhs) 

- - - ------------------ ----- ----------
1984-85 1985-86 1986-87 1987-88 1988-89 

Llnhifities 

(a) Paid up capital (including share deposits) 

(b) Borrowings from Govt. oflndia : 

(i) Pro jeet Loans 

(ii) Working Capital Loans 

(iii) Unsecured Loans 

(c) D tferred Liabilities 

(d) Trade Dues and other liahilities and provisions 

13696.00 13734.00 

500. 00 600.00 

52.48 63.83 

1349. 58 1871. 21 

13734. 00 13734.00 13734. 00 

320. 00 

20.00 40.00 175.00 

60. 48 24.2J 

1778.63 1404.25 1885.31 
-----------------------------

TOTAL 

Assets 

(c) Gross Block 

Les : Depreeiarion 

(f) Net Fixed Assets 

(l!) Capital-Work-in progre~~ (including Expenditure/pendin !,! 
alloca tion) 

.~ 

(h) Investment 

(i) Current Assets, Loans & Advance 

(j) D eft'rred Revenue Expenditure 

(k) Losses 

TOTAL 

Capital Employed 

et worth 

15598.06 

9687. 80 

1558. 15 

8129. 65 

149.69 

3740. 16 

882.83 

2695 . 73 

16269. 04 

9910. 91 

2110. 29 

7800.62 

58 . 72 

4402 . 57 

821. )7 

3185 . -6 

15598. 06 16269 .04 

10577. 22 10403.42 

10177.44 9726. 87 

Non:s (1) Capital employed represents net fi"ted a sets plu working capital. 

(2) et worth represents paid up capita l pin re~crvQs f\Dd surrlu~ les~ i11t:1 ngible '\SSet~ . 
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15913.11 15202.48 15794.31 

9957. 12 10008. 15 10073.31 

2680. 3 3239. 88 3818.62 

7276.78 6768 .27 6260.69 

43 . 63 83.85 70. 74 

4509.90 

715 . 28 

3367 . 52 

15913 . 11 

IOIOI . 70 

9651. 20 

0.01 

4443 . 3 5745.21 

540. 50 365 . 71 

3366. 48 1351 . 95 

15202 . 48 15794. 31 

9922 . 22 10270. 99 

9827. 02 10016. 34 

l( 
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11.2 The working remit-> of the Company during 1984-05 to 1988-89 were a., follows: . _ 

(i) Sales (Le s : return and excluding E.D.) . 
.. 

(iil Accretion (+ )/ Decretic.n (-)in tin1~hed goods & work-in-

pl"Ob'Te s 
(iia) Despatches with sub-contractor 

Cii1) Value of production (i +i i) 

(iv) Le s : Consumption of Raw faterials 

(v) Value added . 

(vi ) Conversion ost as detailed below : 

(a) Consumable material~ 

(bl Power and Fuel 

(c) Employees Remuneration & Be1wfits . 

(di Other expense~ 

(e) lnterest 

( f) Deprecia tion 

(g) Direct Expenditure (D R E) 

Le s : 1 . Expenditure relating to start-up, capital v.urb 

2. Other Income 

et Conversion Cost . 

(vii) Los fur the year 
et prior period adJuStl'l'\ents 

(viii) 'et lo 

(ix) Percentage of alue adJ.:d to : 

(a) Value of Production 

(bl Conversion cost 

1984-85 1985-86 1986-87 

1275.51 1849.30 2758 . 20 

(+ )401.34 (+ )287.55 (-)261.44 

1676.85 2136.85 2496. 76 

803.01 877. 10 747 . 54 

873.84 1259 . 75 1749 . 22 

163 . 61 

296 . 39 

38 1. 65 

187.60 

20 . 66 

545 . 96 

47 . 99 

1643.36 

16. 55 

15.43 

161l.88 

157.39 

327.57 

401. 00 

231. 76 

81.06 

553 . l 

I. 4 • 

1833.41 

57 .29 

21 . 79 

1754. 33 

156. 25 

325.67 

456.67 

349.05 

76. 74 

570.95 

152. 32 

:'087.65 

27 .21 

*28.54 

2031 . 90 

-..--- ----- ----
738. 04 

(-)93.99 

644.05 

52. LI 

54.21 

494. 58 

(-)4. 75 

489.83 

58.95 

71 . 81 

282 . 68 

C-t- )9 . 40 

292 . 08 

70.06 

l:l6.09 

(Rs. in lakhs) 

1987-88 1988-89 

2747.97 3317 .34 

(-)154.00 (+)122.84 

164.44 

2593.97 

714 .69 

1879. 28 

3604.62 

1291 .24 

2313. 38 

167 . 30 248. 92 

355.92 497 . 13 

506. 28 577.62 

251 . 44 355. 47 

2 .35 l.75 

558 . 89 5 2 . 65 

168 .30 200. 47 

2010 .48 74u4 .0I 

8.78 

*23 .41 *30 . 16 

1978.29 2433.85 

99.0l 

(-)32. 37 

131. 38 

72.45 

95.00 

120. 47 

(-)34. 20 

154.67 

M.19 

Y5. 05 

-- -- ----------- ---- --- --
*Non :-The intere~ t of Rs. ll0 . 12 lakbs, Rs. 132. 42 lakhs and Rs. 169. 20 lakhs earned on corporate deposits have not been taken 

into account for the purpose of working out operational results for the years 1986-87, 1987-l.18 and 1988-89 respectively. 

11.3 The Company incurred losses incc com-
mencement o[ commercial production. The accumu
lated operational loss upto 1988-89 was Rs. 3763.69 
lakhs (after prior period a 1~ju-;tmcnl~). 

11.4 In this connection, it was also observed that 
(i) The Company secured from the Govern

ment project loan s amounting to Rs. 69.48 
crores during 1978-79 to 198i-82 and 
working capital Joans amounting to 
R <>. 13.86 crores during 1981-82 to 1983-84 . 
The total !o::in ::imoent o r R . 83.34 crorc. 
wa converted by Go ernm nt into ~quit y 

in .I une 1985 and interest amounting to 
R s. 36. J 0 crores on the Joans upto March 

1984 was waived witb a view to improving 
the economic viability of the Company. 

(ii) During 1984-85 and 1985-86 the Company 
secured loans amounting to R:.. 7.00 crores 
from Governn;ent to meet its working 
capital requirements and repaid them in 
1985-86 to 1987-88. 

11.6 It was also noted that the company has not 
laid down any credit policy. Advances are collected 
from the customers ranging from 5 per cent to 95 per 
cent depending up n their paying capacity. Docu
ments are forwarded ro the customers directly in the 
case of Government Departments and through Bank 
or Company's Commercial Ollicer in respect of others. 



The Company, however, decided on extending the 
credit facility to the customers upto 45 days from the 
date of despatch on a case to case basis depending 

Year 

1984-85 

1985-86 

1986-87 

1987-88 

1988-89 

' 

Sales 

1321. 80 

1924.25 

2854.98 

2929.36 

3471.37 

22 

upon each case. The following table indicates the 
sales and volume of book debts at the end of each 
year for the five years ending March 1989. 

(Rs. in lakhs) 

Total Book Debt Percentage of Book-debts in 
~----~ Book Debts to term of 

Considered Considered Sales number of 
good doubtful months' sales 

--- -
431. 61 4. 68 33.01 3.96 

536.84 5.29 28. 17 3. 38 

420. 41 20. 54 15.44 l. 85 

609. 08 15 . 88 21 . 33 2.56 

1088.26 23.01 32.01 3.84 



12. Costing System 

12.1 The Bureau of Public Enterprises have been 
stressing (Spptember 19661 September 1968/ August 
1970) the need for introduction of cientific system 
of costing in public ector undertakings. Tbe Com
mittee on Public Undertaking in their 67th Report 
recommended the need for developing cost conscious
ness at variou level of management in Public Sector 
Enterprises. Although the Company had been manu
facturing about 80 grades of alloys in various sizes 
and shape · at variou stage. , it had not introduced 
any scientific cos ting ystem. Production documenta
tion such as work order ' , j0b order . process hcet·, 
etc. were not maintained to ascertain the order-wise 
process-wi ·e co ·ts. It had, however, been working 
out at the end of each financial year the average cost 
of production of each grade upto the stage of hot 
rolling, for th \; 11mitd purpo~c or valuation o[ closing 
stock of work-in-progress for annual accounts. The 
cost of other downstream proccs cs wen.: not being 
worked out for the 11cason that the co!>t of pro-

New Delhi 
The !6-10-i 9S'·:; 

duction at the hot rolling stage itself had been exceed
ing the sale realisation. Thu~ ev~n the cumpiliation of 
limited data at the end of the year was not useful for 
control of costs. 

12.2 For the puqxi"e of ~ubmiss1on of quotations 
against enquirie from customers the Company had 
been preparing marginal co ts (variable costs), cash 
cost (adding overheads) and the to tal costs (includ
ing the deprecia tion and amortisation) which were 
based on estimates only. The Company had not been 
working out the actual cost of production against any 
sale order to a certain whether it wa incurrinO' lo s 
or earning profit and to what extent. In thi s co

0

nnec
tion a reference is invited to Para 8.4 wherein it was 
brought out that an analysis made in audit revealed 
lo es in 33 ale orders out of 44. 1 

The Ministry ~talcd (July 1989) that a full iledncd 
job order cost system had since been introduced. 

0 

~:...------.J,, 

(A. C. TlWARI) 
D eputy Comptroller and Audit0r General-cum

Chairman, Audit Board 

Countersigned 

New Delhi 
The 16-tG : ';.~ 

I 
(C. G. ~OMIAH) 

Comptroller and Auditor General of India 



ANNEXURE I 

(Refer Para 7.2) 

Statement ·s/1owing the analysis of a1·ai!able hours of some 111aclti11es a11d their uti/isatinn 

--- - ---- -- -
SI. Equipment Ba is Available Actual hours utilised <luring 
No. (Shifts) hours per 

year 1984-85 1985-86 1986-87 1987-88 

J. Arc furnace 2 shift5 3000 2085 2171 2506 1416 

2. VlR/AlM 2 shifts 3000 1253 798 535 610 

3. VIM 2 shifts 3000 2391 1105 141i 927 
'( 

4. ESR/VAR-2 3 shifts 4500 3381 3824 2044 3342 
(Common Crew) 

5. VAR-1 3 shifts I 
(2 weeks) ~ 3750 2571 1627 1454 1313 
2 shifts ) (2 weeks) 

6. Forge Press 2 shifts 2000 1014 885 843 706 

7. 1500 Kg. Hammer 2 shift 3000 722 780 719 624 

8. Hot Mills (Bar Mill, Wire I 
Rod Mills, Hot Sheet & J l shift 1250 879 1001 925 922 
Strip Mills). 

9. 4-Hi Mill. I h1ft 1500 1182 1255 819 672 

10. 6-Hi Sheet Mill 1 shill 1500 549 867 972 814 

11. 12-Hi Strip Mill 1 shift 1500 234 150 272 91 

12. 3 Bull Block & Multi-Head 2 shifts 12000 5773 6557 5032 6815 

----- ----- ------- ------
TOTAL 40, COO 22034 21020 17539 18252 

- - -- - - - - - - --- ---- --·-

24 



A E URI::. II 

(Refer Para 8.1) 

/ (Quantit) in tonne~} 

--- - ----- ------
Licenced Sales effected during the )ear 

ca pacity 
created J983-84 1984-85 1985-86 1986-87 1987-88 l % -lS9 

,_ ame of Product roup ---~~- ---------
Qty. Percentage Qty. Percentage Qty. Percentage Qty. Percentage Qty. Percentage Qty. Percentage 

to to to to to to 

capacity capacity capacity capacity capacity capa~ity 

- -- -

]. P-1. 200 9.99 5. 00 17. 27 8.64 28 . 91 14.46 19.83 9 . 91 28 . 25 14. 12 30. 70 JS. 55 

2. P-2 . 200 2 . 37 1.18 22.28 11. 14 31. 28 15. 64 71. 91 35.95 70 . 26 35. 13 54. 61 27 . 30 

3. P-3 . 515 84 1. 12 J63. 32 798.63 155. 07 956 . 30 185.69 918.50 178 . 35 844 . 75 164. 75 1112.94 216. IU 

4. P-4. 204 JJ. 89 5.82 23.92 11. 72 J0 . 67 5. 23 14.40 7.05 19.29 9. 46 24.84 12 . 18 

5. P-5 . 200 9.35 4 .68 36.90 18. 45 39. 44 19. 72 37. 59 18. 79 39. J4 J9. 57 40. l 20 .09 

6. P-6. _JI} 5.61 'J:". 67 5. 27 2 . 51 6. 46 3 .08 5.01 2 .38 5. 08 2 . 42 6. 10 2. 90 
IV 
VI 

7. P-7. 100 0 . 02 0. 02 0.47 0 . 47 ). J6 1.16 1.05 J.05 I. 82 1. 82 ). 21 1.21 

8. P-8 - 1000 43 . 15 4 . 31 51. 37 5. 14 62.05 6 . 21 40.54 4 .05 34.16 3. 42 46. 74 4 . 67 

9. P-9. 30 .88 29 . 60 13. 75 45.83 17 . 93 59 . 77 23 . 28 77 .60 25.45 E4.83 28 . 20 94. 00 

10. P-10 10 

11. P- 11 -o 

12. P-12 10 J. 78 17. 8 2 . 14 21.4 I. 73 17. 30 

13. P-13 368. 45 252 . 79 201. 2() 

2729 932. 38 34.16 971. ()4 35.60 1156.34 42.37 1500.56 54.98 1320.99 48.40 1548.45 56.74 
---- --------- -- -

OTE :-Facilities for magnet ·hop (50 tonnes) and tube shop (20 tonnes) were not e tablished. 
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(iii) 

(v) 
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11 

12 

12 
14 
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ERRATA 

---- --------------- ----
Co/1111111 Reference 

2 23rd line 

1 32nd line 
4th line 

4th Again~t Forge shop 
column of 
table 
l 8th line 

2 2nd line from bottom 

2 4th line 
2 9th line 

3 5th line 
2 8th line 
Table under 1984-85 
2 7th line from bottom 

last Against P-1 
column 

For 

Commercial Audit Ranchi 
work awarded 
superalloys 
15 

of 
to to 

steam 
annealing 
Month 
1643.36 
11.6 
15.55 

Read 

Commercial Audit, Ranchi 

work was awarded 
supcralloys 
14 

at 
ia-toto 

stream 
annealing furnace 
Months' 
1643.86 
11.5 
15.35 

------------------------------------------------
S/96 C&AG/90 




