


National Archives Library

Government of India 

N e w  D e lh i

A c c e s s i ^ o, ^

10,000*Na D i2



. I

liv .

R E P O R T

OF THE- 

C O M P T R O L L E R

AND

a u d i t o r  g e n e r a l

OF INDIA

1<NU)N (;oVERNMENT{CO\mtERCIAL)

1982

P A W i  n i

9 \ ^ '

S C O O im '^  INDIA LTMIITD



r  '

J  T ( ^  a r f^ T ^ T R  "SFH^nnq I
|; NATIONAL ARCHIVES LIBRARY |
|; |;
•!• G overnm ent o f  India 4-

JTf %
New D elhi

J  s r r f T ^  C a i iN o .— -------- F 'v -7 ^
^  ?fo A c c .N o .------------------ f  J  7  — |;

MGIPF-412 NAL/79



E R R A T A

Page Reference to line For Read

No.

T a b le
o f
c o n 

(ii iii) 

111
ten ts 1st l in e ( i i i i v )

( ii i ) 1 0 th  lin e M e m b e r s M e m b e r s

( i i i ) 1 7 th  l in e 1 9 * 2 % 1 9 8 2

5 3 r d  lin e  4 th  c o lu m n  in  th e  
talM e

2  59 2 . 5 9  •

21 1st l in e  h e a d in g S ta e S ta te

21 6 th  l in e  o f  p a r a . 7 . 0 l K e r a la K e r a la ,  W e s t  
B e n g a lW e s t  B e n g a l

25 P a ra  8 H e a d in g t N D U S T l E S I N D U S T R I E S

32 3 rd  lin e  la st c o lu m n  in  the 
ta b le

1 6 ;5 0 0 1 6 ,5 0 0

4 3 8 th  l in e  o f  p a r a  9 . 0 8 ( i ) a re a r c

45 3 rd  l in e  u n d e r  h e a d in g  C a st 
I r o n

T h u s T h is

6S 5 th  l in e  o f  p a r a  1 4 .0 1 D e lh i  M a d i a s D e lh i ,  M a d r a s

6 9 3 r d  l in e  7 th  c o lu m n  in  th e  
t a b le

9 .6 1 S . 61

9 0 H e a d in g  a t ( i i ) in c lu d e s in c lu d e

1 6 C & A G 8 2



t

REPORT OF THE

COM PTROLLER A N D  A U D IT O R  G EN ERAL 
OF IN D IA

UNION GOVERNM ENT 
(COM M ERCIAL)

1982

PART HI

SCOOTERS INDIA LIM ITED



TABLE OF CONTEN D

P a G!!8

PREFATORY R E M A R K S .........................................................................
(ii— iii)

Paragraph N o.
1 - 2

1. In tro d u ctio n  ......................................................................... •

2 .
2— i  
'> A

3 . n e le g a t io n  o f  P o w e r s .............................................................
3 — +

4. C a p ita l S t r u c t u r e .........................................................................
4 — 0

5. C a p ita l In vestm en t D e c is io n s  . . . . . 7 — 17

6 . D eta iled  P ro ject R e p o r t and  P ro ject E stim ate s 1 7 - 2 0

7.
C o lla b o ra tio n  A g reem en ts  w ith  S ta te  G o v e rn m e n t

21'— 25
U n d e rtak in g s . • ■ ■ • '

8 , G r o w th  and D e v e lo p m e n t o f  A nciilai-y Ind u stries
25— 2 1

9 . P ro d u ctio n  P e r f o r m a n c e .................................................
28 — 54

10. T e c h n ic a l C o n s u l t a n c y ................................................. ............
5 4 — 58

H . M ach in e  U tilisa tio n
5 8 --6 1

12. M a n p o w e r  A n a ly s is  unti L a b o u r  U tilisa tio n  .  • 6 1 — 6 6

1 3 . C o s tin g  S ystem  and  A n a ly s is  o f  C o sts 6 6 - 6 8

14 . Sales Managenieiit an d  P iic iu g  i’ o licy 6 8 - 7 1

15. M ateria l M a n a g em e n t a n d  In v e n to ry  C o n tr o l 7 1 - 7 3

16 . F in a n cia l P o s itio n , P ro fita b ility  A n a ly s is  and  C red it
7 4 - 7 8

C o n t r o l .................................................................................................

17. System  o f  A c c o u n tin g  and  In tern a l A u d it  . , - 7 8 — 7 9

18. F in an cia l M an a g ein e n t— B u d g eta ry  C o n tro l 7 9

O v e ra ll S u m m a r y ......................................................................... 7 9 - 8 5

.................................................................................................................... 50 — V i



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

A  reference is iavited to paragraph 5 of the Prefatory 
Rem arks in Part I  o f the Report o f the Com ptroller and Auditor 
G eneral o f India— Union Government (Com m ercial) 1982 
regarding selection.of certain undertakings for appraisal by the 
Audit Board under the supervision and control of the Com ptroller 

and Auditor General o f India.

2 . 'riiis part contains the results o f the appraisal undertaken 
b y the A udit B oard of the working of the Scooters India 
Lim ited. In this case the A udit Board consisted of the loilow- 

ing M embers :—

S/Shri.

1 . P. P. D hir— Chairm an, Audit* Board and Ex-officio
A dditional D eputy Com ptroller and Auditor 
G eneral (Com m ercial) upto 9th June 1982.

2. R . C . Suri-A :hairm an , A udit Board and Ex-officio
A dditional D eputy Com ptroller and Auditor 
G eneral (Com m ercial) with effect'from  10th 

June 1982.

3 . M. K . Behl— M em ber, A udit Board and Ex-olTicio Director
of Com m ercial A udit, D ebra Dun upto 9th 
August 1982 and M em ber, Audit Board and 
Ex-officio Director of Com m ercial Audit, 
B om bay," thereafter.

4 . S. C . Sin^jlial— Member, Audit Board and F.x-officio Direct.’r
o f Com m ercial Audit, Dchra Dun with effect 
from 9th August 1982.

(fii)



5. A . K , K h o s la -^ h ie f Executive smd Managing Director,
English Electric Coinpaay oE India, 
Pallavaram, Madras— Part Time Member.

6 . B. S. V . R ao— ^Industrial Advisor (ESM E & P P C  D ivision),
Directorate General of Technical Development, 
N ew Delhi— P̂art Time Member.

3. The Report was finalised by the Audit Board after taking 
into account the reply of the Ministry of Industry (Department 
of H eavy Industry) reteived in November 1982 and results pt 
discussions held with the representatives of the Ministry and the 
Com pany at its meeting held on 27th November 1982.

4. The Conipfrollcr and Auditor General of India wishes to 
place on record his appreciation of the work done by the Audit 
Board and acknowledges with thanks the contribution, in par
ticular, o f the members who are not officers of the India Audit 
and Accounts Department.

iv)



1 .  INTRODUCTION

W ith a view  to filling up the gap between demand and supply 

of scooters in the country, the Government
principle, in October 1969 to set up a pubhc sector unit for 
L n o fa c tu r e  of scooters with indigenous know-how anc without 
invoivino any foreign collaboration. H owever, owing to non- 
availabilHv of indigenously developed design and 
lechnolosiv for the planned level of production of one lakh 
scooters annually, tenders were invited m 1970 from foreign 
narties for collaboration in the proposed project. O ut of the 
Uvo offers received, the offer of M/s. Piagglo of Italy was 

considered serious and worthwhile. .

In the meantime, while considering the applications of 

M/s. Autom obile Products of India Limited (A P I)  
of their undertaking with an additional capacity of ,00,000 

Lambretta two wheeler scooters by importing the manufacturing 
facilities of M/s. Innocenti S. G. M ilano, Italy (Innoccnli). their 
erstwhile collaborators, and for inanufacture of 24,000 J -^ b retta  
Hire- wiieelers, the Government of India decided in July D 7 1  
to accelerate the setting up of the public sector unil. Accordingly,

discussions were held with A P I and A V I
possibility of jointly implementing the scheme submitted by AT 1. 
It was agreed in September 1971 to set up a joint s c c t o r  iindcr- 
taking for manufacture of 1 ,00,000 two wheelers, with the 
Government of India holding 5\ per cent and A P ! and Innocenti
49 per cent shares in the equity capital of the new company.

Tlie asreement for collaboration on the above lines was 
f.nallv sicned on I 6 th June, 1972 between the Government of 
India', A P I, Innocenti, and Innocenti Lambretta SP A  who had 
since taken over the scootcrs operations of Innocenti. T o  give 
cflect to this acrcement, Scootcrs India Limited was incorporated 
on 7lh September 1972 as a company under the Companies



A ct, 1956. The contemplated participation in the equity capital 
o f the Company by A P I and Innocenti ultimately did not 
materialise as discussed ia  subsequent paragraphs.

2. O B J E C T I V E S  _

According to the Memorandum of Association, the main 
objects of the Com pany are

(a) to design, manufacture, assemble, buy, sell, export, 
repair and/or sen’ice or otherwise deal in automobiles

. of all types including scooters, scootereftes, mopeds, 
motor cycles, bi-cycles, trucks, trolleys, buses rrnd 
lorries and all components, machinery, implements, 
utensils, appliances, apparatus and all things capable 
of being used therewith or in the manufacture, 
maintenance and working thereof.

(b) to- carry on the business as manufacturers of and 
dealers in all types o f fans, plant and machineny, 
equipment and accessories required therefor and all 
engineering goods which may conveniently be carried 
on with the facilities available or which Ynay seem 
caflculated to advance the interest of the Company 
or conducive to liic atlainment of the objccts of the

. Company.

(c) To carry on the business as dealers, agents of-petrol,
lubricants, kerosene oil, fertilizers, drugs, seosds.
tractor spare parts, cloth, insecticides, pcsticidc;;, 
cycle tyres and tubes and generally in all kinds of 
merchandise, goods, materials, machinery and spare 
parts, accessories and equipment.

Consequent on the acceptance of the recommendations of the 
Administrative Reforms Commission, the Ministry of Finance, 
Bureau of Public F5nterprises in their Office memorandum dated
3rd November 1970 requested all the Ministries to initiate action



to lav down the objectives and obligations, both financial and 
economic, of each enterprise under their administrative control.

The objectives and obligations of the Company in terms of 
tlie above office memorandum have not been laid down so far 

(October 1982)'.

3. D E L E G A T I O N  O F  P O W E R S

A fter accepting the recommendations of the Com mittee on 
Public Undertakings contained in their Fifteenth Report 
(Fourth L o k  Sabha— A pril 19 6 8 ), the Bureau of Public 
Enterprises issued in M ay 1969, broad guidelines defimng the 
ma.u functions, responsibilities and powers of the financial heads 

of the public scctor undertakings.

The guidelines,' j/i/er a lia , provided that

(a) where there is no full time Finance Director, the • 
Financial Adviser should invariably be invited to be 
present at the meetings of the Board of Directors;

and

(b ) the B oard of Directors should lay down detaJcd 
powers and functions of the Financial Adviser, 
particularly in regard to matters which should be 

reserved.

(i)  for concurrence of the Financial Advisei;

( ii)  for consultation with the Financial A divfor; and

(iii)  those on which Financial Adviser need not be 

consulted.

The guidelines issued by the Bureau of PuHic Fntcrptises 
have not been aclcd upon so far (Oelobcr 1OT2). I he General



M anager (Finance and Corporate Planning) who was head of the 
Financc Department was invited to attend only one out of 
forty-six meetings held prior to 3rd M ay 1979.

4. C A P I T A L  S T R U C T U R E

4.01 The Com pany was registered w ith  an authorised capital 
o f Rs. 5.50 crores divided into 55,00,000 equity shares of 
R s. 10 each. The authorised capital was raised to Rs. 8.0 crores 
divided into 80,00,000 equity shares of Rs. 10 each in Dccembcr 
1976.

TTie paid-up capital of the Com pany as on 31st M arch !982 
was Rs. 5.25 crorcs as under ;

S h a r e h o ld e r s N u ? n b c r  o f  
sh a re s  

( in  la k h s )

V a lu e  
(R u p e e s  in 

la k h s )

P e r c e n ta g e  
o f  s h a r e 
h o ld in g s

I . G o x 'c r n m c ’it r>f Iiid ifl .3 2 .6 0 3 2 6 .0 0 6 2 .  1

2. F in a n c ia l  In s t itu t io n s 1 0 .0 0 1 0 9 .0 2 2 0 .8

3 . G e n e r a l  P u b lic 8 . 9 6 8 9 ,6 . '! 1 7 .1

5 2 .4 (1 5 2 4 .6 5 1 0 0 .0

4.02 B o r ro w in g !!

In addition to the share capital, the Government of India,, 
from time to time, granted loans to the Company. Besides, tiie 
Com pany has also issued debentures and ob'taihed loans from 
financial institutions.

The total loaas raised by the Com pany amounted to Rs. 25.24 
cTores upto 31st M arch 198 1, out of which Rs. 0.34 crorc was.



repaid lc»vln6 a balancc 6t Rs. 24.90 crorK , as per details given 

below : —
(Rupees in crores)

G orenim ent o f  Imliii

Loans . Loans Balance
raised repaid outstanding

19 .3 6  0 .1 3  19-2 3
Longterm* ■ • ' ’ 0 gy
Short term • • ■ '

J'iiuiiu’ial Institutions  ̂ ^
2 .5 9Long term ■ • ■ ■ '
0 .1 5 0 .1 5

Shortterm • ■ • ■ 0 5^̂
Debentures ■ ■ ■ '

B<utks ,, , ,
0 .7 7  0 .2 1  0 .5 0

Longterm . • • •
1.00 ..

Short teim 

T o t a l
2 5 .2 4  0 J 4  '  2 4 .9 0

^'Excludes a lo an  o f  R s. 0 .2 5  c ro r c  w h ich  w as co n verted  in to  e q u ity  

d u rin g  1976-77.

Out of the total interest of Rs. 9.34 crores due on the above 
loans as on 31st M arch 19 8 1, a sum of R s. 0.2.-> crore only 

has been paid, leaving a balance of Rs. 9.09 crores outstanding

for payment.

Furtlicr, oat o f total loan of Rs, 20.23 c o r e s  recci.ed  till 
3 1st M arch 1981 from the Governm ent of India, moratorium 
for repayment of principal for a period of 3 years and 2 years 
t s  S T d  on l o L s  of RS, 46.50 lakhs and Rs. 18.42 crorcs 

respectively. Owing to failure of the Com pany ^
the principal and interest in time it
penal interest of Rs. 56.04 lakhs tipto 31st March 1 9 8 t  Th
requesl! of the Company for waiver of penal interest made from
time to titie have not been aceeptcd by Oovernmen, so f..c 

(O ctober 19 8 2 ).



D ebt equity ratio of the Com pany for the 4 years ending 
3 1st M arch 1981 was as u n d e r;—

_______ V ^ r  • R a t io

J 9 7 7 - 7 8  .  .  .  .  .  .  .  .  2 . 2 7 : 1

1 9 7 8 - 7 9  .  .  .  .  3 . 0 3  ; J

1 9 7 9 - 8 0  .   ..............  4 , 0 1 , ;  I  ■

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

T o  meet its working capital requirement, the Company had 
made cash credit arrangements with the State Bank of India and 
the Indian Overseas Bank upto a limit o f Rs. 6.95 crores. 'fh e
balance outstanding on this account as on 31st March 1981
was Rs. 6.48 crores.

4.03 R e s t r u c t u r in g  o f  c a p ita l

la  view of the adverse debt equity ratio, the Company had 
from time to time submitted proposals to the Government for 
re-structuring of its capital. The proposal made in September/ 
O ctober 1980 in this regard envisaged :

(i) Conversion of the outstanding loans of Rs. 18.70 
crores into equity.

(ii)  Grant of an interest holiday for a period of eight years 
commencing from 1980-81.

(iii) Grant of a fresh loan of Rs. 5.40 crores to repay 
the outstanding interest upto 31st March 1980

, (iv) W aiver of the outstanding penal interest of Rs. 32.00 
lakhs as on 31st M arch 1980.

The proposal was under consideration of the Government of 
India (October 198 2).



5. C A P I T A L  I N V E S T M E N T  D E C I S I O N S

5.01 P u rc h a s e  o f  P la n t  a n d  E q u ip m e n t  

''(a) T w o  W h e e le r  P ro je c t

A s  a sequel to negotiations with A P I  and Innoceuti, an 
inspecting team o f technical and financial experts o f the G overn
ment of^ India and A P I  was deputed to Ita ly  in O ctober 
19 7 1 to evaluate the life and condition of the plant offered 
by .Innocenti and to determine the reasonable price of the 
equipment and also the additional machinery that m ay.be needed 
by Innocenti and to determine the reasonable price o f the 
level o f production of 1 ,00,000  scooters anually.

T he services of an appraiser in London were also availed of 
for. the purpose. T h e report o f the inspecting team and the 
.independent appraiser submitted (O ctober J 9 7 1)  to governm ent 

indicated the following.

—  T h e equipment offered was in reasonably good 
condition and on an average the econom ic life of 
the plant and machinery offered would extend to the 
production of 5 lakh scooters equivalent to around 

7-8 years o f prothiction.

—  W hile hfe of the special purpose machines was over 
S years, the life o f the general purpose machines wa-s
4 years and above.

—  T h e total price $ 2,00 million demanded by Innocenti 
was reasonable.

_ T h e  production capacity of the individual equipment
and tooling for particular operations (classified under 
‘good condition’) was suitable for production o f m ore 
than 1 ,00,000  scooters per annum; however, tiic 
direct production shop would require balancing 
equipm ent o f Rs, 95.50 lakhs. Besides, various 
.supporting f^acilities o f Rs. 12 6  lakhs considered

7



; . essential for the commencement of production were
not included in the olfcr.

—  Considering the technological involvement, ultimate 
cost of production and the aspect of quality product, 
a provision was required to be made for shell 
moulding foundry alongwith forge and heat treatment 
shop estimated to cost about Rs. 06 lakhs.

—  Shifting of the equipment to India would cost about 
US $ 0.5 million upto the port of embarkation and 
Rs. 9 million thereafter.

In view of the positive report of the experts, the Government 
approved the purchase o f the plant including auxiliaries at a cost 
of $ 2 million and incurring expenditure of $ 0.5 million and 
Rs. 9 million on dismantling, packing, transport, etc., on the 
following considerations ;

fi)  Lower total fixed investment, foreign exchange 
element amd production cost as compared to the 
procurement o f new plant and machinery as per . 
details given below :—

8

Item Plant with entirely Plant ofTered by
new equipment Innocenti (1,00,000
(1,00,000 two two wheelers per
wheelers per anmim)
annum)

((/) Total fixtd investment

(h) Foreign cKchangc clement (in
cluded in total fixed investment)

(f ) vVoricin? cnnital rcaiiirement

(rf) Production cost per scooter (Rs,)

(e) Ex-factory price at assumed 
level of 12.5 per cent gross 
return on total fixed investment 
f R s . ) ....................................

Rs. 15.91 crores Rs. 10.90 crnrcs

Rs. 6.56crores 

Rs. 5.00 <7'’ores 

2.022

2,321

R s .  2.90crores 

Rs. S.OOcrores 

1,9S9

2,225



(ii) Generation of additional resouccas of about Rs. 4 .80  
crorcs on the sale of 5 ,00 ,000  scooters at Rs. 2,321 
in a period of 7 -8  years, when the equipment offered 
by Innocenti would, on an average, have reached the 
level of i^  economic life. This would enable greater 
flexibility in replacement programme, phased moder
nisation, f^ter expansion and diversification.

(iii) Profit o f about Rs. 2.00 crores due to commencement 
of production earlier by About 2  yeafrs with the old 
plant of Innocenti.

( iv )  Saving in foreign exch an ge 'as payment was to be 
m ade by adjustment of $ 0.40 million towards the 
equity of the Com pany and the balance of $ 1.60 
million was payable out o f the export earnings over 
a period of 7 years; the first payment starting after 
a period of 2  years.

(b ) T h r e e  W h e e le r  P ro je c t

A  proposal was made by Innocenti in January 1973 for sale 
of the w orld rights to manufacture three wheeler l.cfmbros, 
technical documentations and the plant and equipment having a 
capacity to manufacture 3Q,000 Lam bros per annum. Accordingly, 
the Com pany approachcd (January 19 73) the Government of 
India for approval to extend its nianuracturing activities to cover 
the production of 30,000 three wheelers per annum and for 
purchase from Innocenti technical documentation, equipment, 
toolings etc., at a cost not exceeding 185 million lire ( Rs. 25 
lalchs) on the following considerations :—

(a )  L ikely  popularity o f the three wheeler as a light 
transport vehicle with a pay load of 600 Kgs.

(b )  Greater export potential in the developed countries 
in Europe.

(c)  Considerable economies in the initial investment and 
the cost of production by integrating the three wheeler 

and the two wheeler production.



*• (d )  Attractive price o f  the technical documentation and
. equipment.

(e) Minimum additional investment for the tliree wlieelcr 
by resorting to more intensive use o f the plant and 
equipment available for the two wheeler production.

(f)  The additional investment of Rs. 47.00 lakhs would 
result in the Plant being able to add on a product 
hne valued at about Rs. 16.50 crores and additional 
profit o f about Rs. 1.50 crores per annum. .

The above proposal was agreed to (9th M arch 1973) by 
the Government of India subject to the following conditions : ~

(a) The cost of the • plant and machinery including 
technical documentation and world rights not to 
exceed Rs. 25 lakhs r i8 5  million lire).

(b ) Total capita;! cost for setting up the plant would be 
approximately Rs. 72 lakhs including foreign exchance 
clement o f Rs. 35 lakhs.

(c)  Profitability of the integi-ated scooter project to be 
re-calculated and the Detailed Project Report already 
prepared to be suitably modified afnd submitted to the 
Government for approval.

The acceptance o f the offer was conveyed to Innocent] in 
A pril 1973 by the Com pany. lu  regard to re-calcnlation of 
profitability o f the integrated project and modification of the 
Detailed Project Report, the Ministry o f Heavy Industry stated 
(Novem ber 1982) as follows

“ SIT- has stated that a project report (capital investment 
plan) for the integrated scooter project with 
profitability analysis wfrs prepared and approved by 
the Board o f Directors in M arch 1973 and submitted 
to Government o f India. Based on this, an invest
ment o f Rs. 1 ,19 0  lakhs was approved by 
Government.”

10.



In terms of the agreement w ith Innocenti, the paym ent of 
$ 2  m illion for the purchase o f plant and equipment w as to be 
made by adjustment of $ 0.40 m illion tow ards the equity o f  the 
com pany and the balaDce o f $ 1.60  m illion was payable out of 
the export earnings over a  period o f 7 years. In  respect o f the 
paym ents to  be spread over a  period o f 7 years, the vendors 
insisted upon a  guarantee w hich could b e  discounted in Italy. 
A s  no bank in Italy w as willing to discoixnt a  guarantee payable 
over a period o f 7 years, the vendors agreed to  accept a cash 
paym ent of $ 1-45 m illion in lieu o f the paym ent o f $ 1.703 
m illion ($ 1.6  m illion increased to $ 1.70 3 million due to 
dcv9hjation. o f  d o llar). T h e cash paym ent o f $ 1.45 m illion 
was approved b y  Governm ent on 15th  M arch  1972. In the 
meantime, Innocenti went into voluntary liquidation. N o,shares, 
therefore, could b e issued to the vendors. T h e vendors, how ever, 
agreed for cash paym ent o f $ 0 .2  m illion in Ueu o f share equiva
lent of $ 0.4 mDlion in  order to com pensate the Com pany 
for delay on their part in supplying certain technical and 
other documents.

Sim ilarly, when A P I, on being asked in January 19 73  for 

subscription to the share capital, declined ( M y  19 7 3 ) to do so 

on the grounds that the C om pany had

(i)  not accepted A P I  as technical collaborators; and

(ii)  decided to take over the three wheeler project which 
w as to b e taken up b y  A P I  in terms o f an under
standing between A P I  and the Governm ent o f India.

T h e ' M inistry, however, stated (N ovem ber 19 8 2 ) that the 
C om pany did not envisage any technical collaboration with A P I.

In this connection, the follow ing points are o f interest :

(i)  A s  against the capital investment o f Rs. 12.28 crores 
envisaged on two wheeler and three wheeler projects

S /1 6  C & A G /8 2 — 2

11
( c )  Participation in equity Iry Innocenti and API



(R s. 10.90 crores for two wheeler plus Rs. 0.66 
crore for shell moulding foundry and forge and heat 
treatment shop and Rs. 0.72 crore for three wheeier) 
on the basis o? v/hich the projects were approved, 
the actual investment as on 31st M arch 1981 
amounted to Rs. 21.42  crores (Paragraph 6.02 also 
re fers).

(ii) The financial participation by Innocenti by adjust
ment o f part paym ent towards equity and disburse
ment of tlie balance on deferred payments did not 
materialise.

(iii) The actual capacity of the plants was later found 
to be m uch less than 1 ,00,000  two wheelers aed
30,000 three wheelers per anrtum envisaged at the 
time of the purchase of the plants (Paragraph 9.02 
refers).

(Iv) The actual investment in the old plant (tw o wheeler) 
haviftg a service life o f 5 to 8 years has exceeded 
the mvestment anticipated on erection o f an cntjrely 
a new  plant havirjg a full rated econom ic life.

(y) One o f the factors that weiglied in the acccptance of 
the offer o f Innocenti was that the time required for 
commencement of production would be 24 month* 
o f taking the decision as against 42 months required 
for erection o f a new plant. W hile the decision to 
purchase the old plant was taken in N ovem ber 1 9 7 1  

actual production started only in F ebniary 1975.

5.02 Investment in the equity capital of State Undertakings

(i) U.P. Instruments Limited. Lucknow

In August 1974, the Com pany decided to form a new 
com pany jointly with the U .P. State Industrial Development
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13
1 ■ A /TiPQirvP'i'bv takin s over the fixed assets

Factory (a d=^^-
m eo tillv  mana-'ed uait ot G overnm ent oE U ttar fta d e s h )  
mectauy mana^eu facilities available in

r  to  be uUSsed t a  ^ n u f a c » .  o j s p « d o « ^ ^
and m aenetos tecu ired  for the t\vo wheeler and three wheeler 

vehicles, U .P . Instruments Limited came mto
107'^ Tn M arch 19 7 7  G overm nent o f India approved

new C om pany.

T h e C oraoany’s investm ent in  the equity f a p M  o f U .P. 

Instram ents IJm itcd  w as R s. 15 .5 0  lakhs as on 3 1st M arch  19 8 1. 

In  this connexition, it m ay b e menUoued that one of the reasons 
attributed to shortfall in produclion o f tw o wheelers and three 

w h S s  d u r h g  19 78 -79  and 1979-8 0  ^
Qon-availabUity or inadequate supply o f m a netos by • 

Instrum ents L im ited [Paragiaph 9 .0 3 (b )  refer .].

(u ) U . P .  T y r e s  a n d  T u b e s  L im i t e d

T h e  U P S ID C  w liicb was holding a I&ttcr of in;ent from th-' 

G overnm ent o f India for setting up  a  plant for 
o f 5 lak h  tyres and tubes for scoolers annually, approached the 
C om p an y w ith a proposal to form  a  joint s ^ to r  com j^ n y 
undertake the m anuafcture o f tyres and t i i t o .  T h e  p ro p o » l 
v.'as accepted by tho C om pan y in June 19 7 5  m ainly on the 
grounds that m ajor m anufacturers o f tyres and tubes were p v m g  
low  priority to the m anufacture o f tw o wheeler tyres and tubes 
and ihe C om pany w as facing problem s m their procurem ent.

T h e  approval o f the G overnm ent for parUcipation in the 

equity capital to  the extent o f 49 per cent out of <-he 
rew u rccs o f the C om p an y w as received in February 19 7 7 .

In  the m eantime, the new C om pan y, U .P . T yres and Tube^ 

Lim ited. w «  established at Rai-BareiU y in January 19 7 6  jc trtly



by Scooters India Limited and U PSID C  for manufacture of
5 lakh sets of two wheeler/three wheeler tyres and tubes per 
annum.

The actual participation by the Company in the equity of 
tiie new company as on 31st March 1981 was Rs. 34.19 lakhs, 
which was parQy mat by obtaining a loan of Rs. 17.90 lakhs 
from U PSID C  entailing payment of interest at the rate of 
14 per cent.

A.S against the Com pany’s requirement of 2,05,536 tyres and 
tubes each during 1980-81 and 1981-82, the actuaf supply waa- 
to the extent of 43,780 tubes and 35,201 tyres only.

(iii) Lc a se -h o ld  o f  a n  E le c t r ic a l U n i !

The management of Ganesh Flour Mills Limited, Delhi (a 
private company having five units) was taken over by Govern- 
rocm under Sejction 18 A A  of the Industries (Development and 
Regulation) A ct on 3rd November 1972 for a period of 5 years 
and Industrial Re-construction Corporation of India (IR C I) 
appointed as the Authorised Controller of tlie UnderUiking. 
The four units engaged in the manufacture of food items were 
re-started by the IR C I and the fifth unit, engaged in the manu
facture of fans was not re-started as it was not considered 
economically viable.

On 5th February 1975, IR C I approached the Company to 
consider whether the electrical unit could be of any assistance 
to it a« an ancillary unit. The proposal was considered by the 
Roard of Directors in its meeting held in .Tuly 1975 and a sub
committee consisting of the Chairman and two Directors was 
set up to conduct an on the spot-study of the facilities available 
in the unit.

On the recommendation of the sub-committee, it was decided 
by the Board (August 1975) to fake on lease the electrical 
unit alongwith the facilities for the manufacture of a new

14



product n am dy M oped. O n the request o f the C o m p a q , tlic 
G overnm ent of India issued (N ovem ber 1 9 7 5 ) to it an m dustnal 
licence for the m anufacture of 50,000 m opeds per annum m 

the U nion Territory of D elhi.

A  lease deed w as executed by the Com pany with the 
G anesh F lou r M ills l im ite d  on 6th February 19 7 6  for a 
period o f  5 years com m endng from  1st Fcbruatry
containing, in t e r  a lia ,  the follow ing terms and conditions

(i) Paym ent of monthly rental of R s. 25,000 to the 

lessor.

(ii) E lectric fans, semifinished fans, accessories and raw  
materials valued at R s. 10 .82 lakhs (subse

quently reduccd to R s. 10 .19  lakhs) lying at the 

premises to b e purchased by the lessee.

(iii) T h e purchase price of the aforesaid item to be paid
in three equal yearly instalments, the first such 
instalment to  be paid by June 30, 19 7 7  and the 
last b y  30th June 19 79 .

'Fhough the C om pany took possession of the premises of 
the U nit oo  6 th February 1976, th e  power connection remained 
disconnected upto 21st M ay 1976. A t  the time of taking over 
o f the unit the idea w as to m anufacture mopeds. Subsequently 
it w as decided to go in for m anufacture o f fans, since the 
em ployees had also to be taken and the equipment were 
suitable for m anufacture of fans. A ccordin gly, in A ugust 1976, 
t!te C om pan y approached the M ills for permission to utilising 
the industrial licence granted to them for m anufacture o f fans 
linder the brand name “ G anesh”  which was granted in 
N ovem ber 19 7 6 , on the paym ent of royalty o f Rupee 1 per fan. 
In the m eantime, the C om pany started m anufacturing fans with 
effect from  Septem ber 19 76 . In 1978 -79, the M anagem ent 
decided to com m ence production of magnetos (one o f the items 

required for m anufacture o f scootcrs) also at this unit.

15



In this conncction the following points deserve, mention : —

(i) Tlie decision to have the unit on lease for produc
tion of mopeds was taken without ensuring the 
suitability o f the machinery for the purpose as 
subsequently tlie idea o f ' manufactiuing mopeds had 
to be dropped owing to tho unsuitability of the 
plant and macliinery.

(ii) The Com pany informed tlie lessor in M ay 1978 that, 
on detailed examinRtion o f the stores, they were 
faced with the followdng difSculties in utilising them 
for production purposes :

(a) Un-ma'xhcd inventory of major liigh value items 
sucli as stampings, regulators, components, 
coverings, etc.

(b) 40 to 50 per cent inventory of raw materials was
meant for table fans, exhaust fans, air circulators 
and FH P  motors which were suitable for the old, 
obsolete and un-cconomical designs and, as such,
tlie Com pany was left with no choice but to
dispose o f such items as scrap.

(c) Rubber components, insulating material, conden
sers had lost their shelf life because they had been 
lying un-utilised for the last 8 to 10  years.

It was also indicated by the Com pany that as against the 
book value of Rs. 10 .19  lakhs (R s. 10.82 lakhs agreed to in
the K'ase deed minus Rs. 0.63 lakh reduced by the Icysor on
accoum  of difference in the value o f finished/semi-finished fans), 
the realisable value of materials worked out to Rs. 6.36 lakhs
orHy. This contention of the Com pany has_ not been accepted
by the iCTSor so far (August 198 2). The Company has, how
ever, made a payment o f Rs. 4.42 lakiis upto MarcJi 1982.

I he lesise for the period of five years commencing from
6th February 1976  was extended upto 2nd M ay 1981.
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Although the period of extension has also expired, the lease has 
not Ijeen extended as the case for takeover of the xmit was 
under consideratioo of the Government (August 198 2).

6. Befeiled PsojecJ Report aBd Project Esfuufltes

6.01 D e ta ile d  P ro je c t  R e p o r t

In 1972, the Government of India requested A P I to prejfere 
a Detailed Project Report (D P R ) for the two wheeler project. 
The fcnas and conditions and the fee payable for the work were, 
however, not settled in advancc. 'fh e  D P R  was prepared by 

A P I in 1 2  volumes but only 2 volumes (volumes I & II) were 
submitted to the Government. While forwarding the D P R , 
A P I claimed a fee of Rs. 40 lakhs sut^equently reduce<l to 
Rs. 30 lakhs. The Government, however, informed A P I that 
(he cost of preparing the D P R  was a matter for the Scooters 
India Limited to decide. The Board of Directors to whom 
the matter was p»ut up in December 1972 decided that the 
Managing Director should go through all the volumes of the 
D P R  and make his recommendations with regard to the extent 
of pajTOcnt to be made. It was also decided that the payment 
for D P R  would be made only after the same had been accepted 
and investment decision taken. The M ana^ng Director, while 
recommending a fee of Rs. 15 lakhs for the preparation of D P R , 
mformed the Board on 10th January 1973 that the informa- 
lion and data contained therein, tliough useful for the setting 
up of the manufacture of scooters, could not be considered 
complete owing to non-inclusion of—

—  the manufacture of J-Scries scootcrs ;

__detailed k yo u t of machine tools in the main plant,
and the layout of services ; and

—  the ordering specifications for the various balancing 
equipment and machine tools.

The Board decided to entrust the preparation of the D P R  
on the lines indicated in the Managing Director’s note on a fee of 
Rs. 15 lakhs.
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The matter was discussed by the • Managing Director on 
11th  January 1973 with the representatives of A P I who agreed 
to carry out the modifications etc., in the D P R . It was also 
agreed that a sum of Rs. 15 lakhs would be paid to A P I for 
this w ork as detailed below ;—

(i) R s. 5 lakhs by the end of January 1973 ;

(ii) Rs. 5 lakhs on completion of the detailed layouts 
for machine tools and their production services—  
expected to be completed by M arch 1973 ;

(iii) The balance of Rs. 5 laklis on completion of all tho 
rest o f technical documentation forming part of th& 
D P R — expected to be completed by June 1973.

TTie first and second instalment of Rs. 5 lakhs each were 
paid on 15th M arch 1973  and 29th M ay 1973 respectivdly. 
The last instalment of Rs. 5 lakhs was not released as certain 
item* (rf work were not completed by A P I. The latter filed 
a suit in August 1978 for non-payment of this amount. The 
case is sub-judice (O ctober 198 2).

6.02 P ro je c t  E s t im a te s

A  Capital Investment Plan involving an expenditure of 
R i. 1,20 0  lakhs for the two wheeler and three wheeler projects 
was prepared by the Com pany and sent to the Government in 
M arch 1973 for approval. The approval of Government to 
the said plan was accorded for Rs. 1,189.98 lakhs in Marcli 
1974. The estimate wa.s further revised to Rs. 1,270 lakhs 
by the Com pany in Novem ber 1974, which wa.s approved by 
Government in September 19 7 5 /June 1976. A  further sum 
o f Rs. 75.00 lakhs was sanctioned by Government in April 
19 76  for the Foundry Project thereby increasing the estimate 
to R^. 1,345.00 lakhs. A s against the total .sanctioned estimate 
o f Rs. 1,345.00 lakhs, an expenditure of Rs. 1,947.86 lakhs
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was incurred on the project upto M arch 1980 as per details 

given below :—

(Rupees in lakljs)

Item o f  expenditure Cost as 
per 
capital 
Invest
ment 
plan

1

1. Land and land develop
ment including boundry 
walls, outside drainage and 
roads.

2. Main factory building, sto
rage shed, mezzanine floor 
for office, drainage, water 
supply and horticulture.

3. Machinery imported from 
Innoccnti for the two
wheeler plant including 
fre i^ t, customs duty etc.

4. Machinery imported from 
Innocenti for the three- 
wheeler plant including 
freight, customs duty etc.

Original Revised Actual
cost as cost . expen
approved approved diture
by (Sept incurred
Govern ember upto
ment in 1975, 31st
March April March
1974 1976 and 1980

June
1976)

27.00 27,00 29.60 18.10

223.00 223.00 281.13 339.97
^(including- 
electric ins- 
tallation.s 
amounting 
to
Rs. 101.25 
lakhs).

289.00 289.00

50.50 50.50 J

354.75 402.80

5. Balancing machinery for 350.00
the two wheeler and three
whecJcr plant.

6. Installation cost a n d 'cost 30,00
o f  capital repairs to plant
and machinery obtained 
from  Innocenti prior to 
theii' installatioi).

7. Ftirniture, fixtures, office 35,00
equipment and vehicles.

350,00 391,02 339.15

30,00 35.00 (i-.l'R k 'd
in ilcoi 
3 and 4).

3 5 . 0 0  3 5 . 0 0  4 4  15
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1 2 3 4 5

R. Pre-production expen.'^  to 
be tres.ted as deferred 
revenue expenditure.

75.00 75.00 100.00 106.00'

9. Installation o f  diesel gcne- 
iBting set for total power 
o f  3000 K V A . •

40.00 40.00 ' 33.50 20.95

10. Residential colony for staff. 70.00 60.48
11. Development o f  land and 

other municipal facilities 
for workmen's colony.

10.00 10.00 10.00 1-12

12. Foundry project approved 
by Government in April 
!976.

75.00 ■ 54.78

13. Fan unit, ancillary estate 
and tool and equipincnt 
for retail outlet managers 
(not contemplated in the 
Capital Investment Plant).

55.92

!4 . Supportinp facilities in tool 
room , tool regrinding and 
iaspertion areas (Rs. 104.50 
liikhs) and renewal and 
rcDlacemer.t programme. 
(R>. 460.02 lakhs).

564.92

1199.50 or say 1200.00 1189.93 1345.00 1947.86

(Actual expenditure upto March 1981 was Rs. 2142.35 lakhs. H ow 
ever, item-wise details o f  expenditure wert not furnished by the Company).

TJ’.c excess o f expenditure of Rs. 602.86 lakh.s (upto 31st 
M arch 1980) over the revised sanctioned estimates was 
priniririJy owii>g to the expenditure on the items 13 and 14 in 
the table above which w ere not included in earlier estimates.

Ill this connection it m ay be mentioned that actual expendi
ture o f R s. 564.92 lakhs on supporting facilities in tool room, 
tool regrinding and inspection areas (R s. 104.90 lakhs) and 
renewal and replacement programme (R s. 460.02 lakhs) 
includes Rs. 309.00 lakhs incurred upto M arch 1980 on an 
unapproved pow er pack project, subsequently treated as an 
expenditure on supporting, tool/inspection area facilities and 
renewal and replacement of machinery (Paragraph 9.06 refers).



7. CoUaborfition Agi'ecEaeats with Stea Goveroffient U *der- 

takBBga

7.01 O n tbe request o f various State Govenim ents to assist them 
in setting up o f plants for the m anufacture o f 150  cc D L  m ^ e l  
two-wheelers in their respective*States, tlie Com pany entered into 
agreem ents (called licence agreem ents) during 19 7 3-74  and
19 74 -75  with the State Governm ent Undertakings of A ndhra 
Pradesh, B ihar, K erala W est Bengal, Punjab, K arnataka amd 
T am il N adu, called licensees, for supply o f engines and gear boxes 
(com m only known as pov/er packs) and technical know-how 

etc. to them.

The- annual production capacity of these undertakings was
30,000 scooters each exccpt in the case of Pim jab and K arnataka 
whose capacity was 24,000 and 60,000 scooters respectively. 
Tam ii Nadu Industi'ial D evelopm ent Corporation Limited 
dccided not to go ahead with the project, and paid a sum of 
R s. 50,000 to . the Com pany as compensation for the work 
undertaken by it.

T ho salient features of the licencc agreements entered into 
with the various licensees were as u n d e r :—

(a) In consideration o f the sale and transfer of know
how, each  licencec wouM pay to the Com pany 
Rs. 20 lakhs in 4 annual instalments on or before 
the dales specified in the respective agreements.

(b ) The Com pany shall'supply power packs (engine and 
gear box) at such prices and in such quantity a s  

m ay be, m utally agreed upon. The Com pany will 
also ensure that the delivery schedules for the engines 
and gear boxes agiecd with the licensees arc m ain
tained.

(c) The agreement would be for a period of 9 years 
com mencing on the effective date of the agreeniffnt.
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7.02 Implementation of agreements
The data regarding the supply o f  power packs to the licensees and licence fee rcceivcd by the Com  - 

pany are given below

N a m e s  o f  L ic c Q c e e s

Punjab
Scooters
Limited

PSL

Andhra
Pradesh
Scootcrs
Limited

APSL

Bihar
Scooters
Limited

BSL

Karna
taka
Scooters
Limited

KSL

Scooters
Kerala
Limited

SKL

West
Bengal
Scooters
Limited

WBSL

Total

1 2 3 4 5 6 7 g '  ~

1 . Am ount o f licence fee received upto
31st M arch 1982 (Rs. in lakhs) . 9 .00 20.00 20.00 20.00 20.00 7.50 96.50

2 . Am ount o f licence fee due but not
recsived as on 31st March 1982 (Rs. in
iakhs) 11.00 Nil Nil Nil Nil 12.50 23.50

3. Supply o f power packs (in Numbers)
1975-76 Requirement Nil N .A. Nil Nil Nil Nil

Actual Nil 1,250 Nil Nil Nil Nil
1976-77 Requirement 2,600 12,000 9,000 2,000 2,700 2,100

Actual 1,345 5,810 225 2,045 300 1,445
1977-78 Requirement 16,500 20,000 18,000 17,000 15,000 17,900

Actual 1,606 7,057 325 2,387 NU Nil
1978-79 Requirement 25,500 27,000 30,000 25,000 24,000 28,000

A.ctual 1,425 10,723 1 3,415 . 50 150
1979-80 Requirement 30,000 30,000 30,000 30,000 30,000 30,000

Actual Nil 9,125 150 2,800 Nil Nil
1980-81 Requirenxnt Nil 15,000 N.A. N .A . N j\. N .A .

Actual Nil 11,625 Nil 900 Nil Nil
1981-82 Requirement Nil 14,400 N.A. N.A. N.A. N .A .

Actual Nil 9,125 Nil 1,150 Nil Nil
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In this connection the following points deserve mention :—

(i) The Com pany had entered into agreements for supply 

of power packs to State Undertakings when its own 

machinery was still in the process of installation 

and it had not established its own production.

(ii) The supply of power packs by the Com pany was 

much below the quantity required by the licensees.

(iii) Punjab Scooters Limited rescinded the conUact in

1979-80 on the grounds that the supplies made by 

th° Company were not found upto the mark and 

had resulted in heavy rejections.

(iv) The Com pany entered into 'W ork and Labour’ 

contracts with Bihar Scootcrs Limited. West Bengal 
Scootcrs Limited, Scooters Kerala Limited and 

Jammu & Kashmir Industrial Development Corpora

tion Limited in December 1978, M ay 1979, A pril 

1978 and A pril 1979 respectively and supply of 

power packs to these licensees was stated to have 

been suspended. Under the “ W ork and Labour”  

contract licensee* were to assemble the scooters 

from the Com plete Knock-down sets (C K D ) 

including power pack« supplied by the Com pany on 
a payment o f Rs. 400 pet Scooter.

(v) “ W ork and Labour” contracts were entered into 

with State licenseee even though the capacity o f the 

assembly shop of the Com pany remained under
utilised.
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(vi) The table below  indicates the number o f C K D  units 
supplied b y  the Com pany to  the State licensees

(FiguriS in numbcsrs)

You- Bihar
Scooters
Limited

West
Bengal
Scoctcrs
Limited

Scooters
Kerala
Limited

Jammu & 
Kashmir 
I n d a s t r ia l  
Develop
ment Cor
poration 
Limited 
(Tawi 
Scooters 
Limited)

1 2 3 ■ 4 ■5

1978-79 . ■Nil N U 57S N il

1979-80 . 100 N U 1,225 Nil

1980-81 . N il 251 750 150

1981-82 . N il N i l 650 500

The M inistry Stated (N ovem ber 1982) as follows :—

the licencees could not establish letters of credit £or
■ ■ ' ■ supplies as per their targets. Supplies w ere m ^ e  

to them to the extent funds w ere made arailaW c

ihrough letters o f c r e d it .........................................
....................Rejections made by

M /s Punjab Scooters Lim ited w ere not acceptable to
Scooters India Lim ited. T h ey  were, therefore, asked

to post their ow n Q uality  Standard, The
however, did not send their rcprescatative to S U . .

7.03 U ce n c e  agreement for m anufacturine 125 cc J model 

scooters

In M arch 19 7 6  the Com pany catered into an agroemcof 
with Jammu & Kashm ir Industrial Developm ent Corporatw n 

lim ite d , subsequently assigned to T aw i Scootets Lim ited, for 
supply of know-how required for successful anplementation of



the pi'oject for the manufacture of 125 cc Lambretia J model 
two wheeler scooters on the following terms and conditions ; —

(i) 'rhe engines and gear boxes (power packs) to be 
supfplied by tlie Company at a price to he  determined 
on the basis of actual cost of raw materials and 
labour plus profit margin not exceeding Rs. 130 each.

(ii) A  total fee of Rs. 12 lakhs towards know-how and 
technical assistance to be paid by the licensee in 
4 instalments;

(iii) Rs. 1.50 lakhs to be paid by the licensee in lump sum 
immediately after receipt of detailed project report.

A s the Company could not start production of J-125 cc 
scooters, the agreement for the supply of pov/er packs remained 
un-executed. Instead, “ Work and Labour” Contract was executed 
by the Company in April 1979 with Tawi Scooters Limited for 
aasembly of 150 cc model scooters out of C K D  components 
supplied by the Company.

It would be seen that in March 1976 the Com ptny under
took to supply J-125 cc power packs when the production 
thereof had not even started in the Company; t lie  Company 
continues the manufactmre of D L  model scooters only and the 
production of J-125 cc scoofcrs has not been started so far 
(August 1982).

8. G R O W TH  A N D  D E V E LO PM E N T  O F  A N C U .L A R Y
INDUSTIES

(i) In earliy 1973, the Company in consultation with the 
nationalised banks and U.P. SmaU Industries Corporation 
Limited (UPSIC) formulated a “ Package Assistance Scheme” 
fo r  establishment of small scale ancillary units with a view to 
ensuring supply of components of approved quality at reasonaWo 
rates and to provide avenues for self employment to technically 
qualified personnel. The scheme envisaged financial assistance 
by way of loans from banks upto 90 p e r  cent of the total cost 
of plant and machiaery.
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in  the first phase, 30 entrepreneures were selected and 
assigned work of manufacturing components required by the 
Company. 23, 5 and 2 units commenced supply during 1975-76,
1976-77 and 1977-78 respectively. In the second phase, 5 units 
were allotted to the ex-engineer employees of the Company.

Out of the 35 ancillary units, 3 units were closed during 
1979-80 due to financial difficulties.

(ii) Long-term tripartite contracts between the Company, 
the entrepreneures and the U PSIC  valid for a  period o f seven 
years were entered into during 1973 and 1974 (30 imits of 
1st phase) and 1977-78 (5 units of 2nd phase). Under the 
aforesaid agreements, the Company has provideil infrastructnral 
facilities (e .g ., power, water, tool room and weigh bridge etc.) 
at a capital cost of Rs, 40.49 lakhs upto M arch 1982 and the 
U P S IC  procured land, constructed sheds, roads, drains and 
cnlvert.s etc. for the ancillaries.

N o papers were made available to show whether economics 
of establishing the ancillaries, especially with reference to its own 
ways and means position and availability o f components from 
already established sourccs of supply, was worked out by the 
Company.
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(iii) R e c o v e ry  o f  c o m m o n  se rv ic e s

The cost of providing common services is initially borne by 
the Company. The expenditure incurred, however, is indirectly 
recovered by excluding the proportionate cost o f common sendees 
from prices payable for supply of components by the ancillary 
units.

The table below indicates the annual expenditure incurred by 
the OompOTy on the maintenance of common facilities in the 
ancillary tmiLs v is - a -v is  actual recovery made thereafgainst.



'(Rupees if) laklis)
n  ' Y e a r  

>
O
00

l̂

A m o u n t  o f  
e x p e n d itu r e  
in cu rre d

V a lu e  o f  • P crce h ta g E  
c o m p o n e n t s  o f  e x p c n d i -
p u r c h f l 'e d  
b y  th e  
C o m p a n y

tu rc  o n  
c o m m o n  

-la c ilit ie s  t o  
c o s t  o f  
p r o d u c l i o n

A .m o u n t  o f  
e x p e n d it u r e  
reco^ored 
t h r o u g h  
p u r c h a s e s  
m a d e  fr o m  
a n c i l la r y

A m o u n t  
i -e co v e rcd  
o n  the 
v a lu e  o f  
o u ts id e  
sale

' T o t a l  o f  " 
c o lu m n s  
5 & 6

tltidsr 
r^C'very 
(' D if fe r e n c e  
o f  c o lu m n s  
2  &  7 )

o f  a n c i l la r ie s  u n it s  b y  th e

• ■-
(b a s e d  o n  
2 /3 r d  u t i l i 
s a t io n  o f  
in s ta lle d  
c a p a c i t y )

C o m p a n y

1 y 3 4 5 6 7 8 ■
— -------------------- -- ------------- -------------- ------------------------- ----------- — - -

1976-77 . . . 6 . 7 5 1 0 4 .3 4 2 .9 1 3 .0 3 3 .0 .3 ( - ) 3 . 7 2

1‘>77-78  . ' . 6 . 7 5 8 6 .6 3 2 . 8 9 2 . 5 0 0 .4 4 2 . 9 4 ( ■ - ) 3 .8 1

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

Tot.al ( - ) 6 . 1 7

From 1st A p n l 1979, the Com pany has started recovering thi? actiiaJ expenses *on common 
services in the ancillary units.

to



9.01 Tlie main products of the Company arc two and three- 
wheeler vehicles with power packs. The manufacture of the 
two-wheeler and three-wheeler veliicles is basically accomplished 
by means of assembly o f the various types of componentJ. The 
finished product comprises two-major assemblies, v iz . ,  engine 
assembly and velucle assembly. Eafch of these two assemblies 
comprises a number o f sub-assembh’es. The m anuficturing 
process commences with the various sub-assemblies, some of 
which are manufactured with/from the raw materials and the 
others by using various bought out componenfs. A fter the final 
assembly, the finished product undergoes a road test and' final 
inspection.

9.02 D e te rm in a t io n  o f  c a p a c itie s

A s mentioned in paragraph 1 of the Report, the plant and 
machinery purchased fi'om Innocenti had a capacity of 
manufacturing 1,00,000 two wheelers and 30,000 three wheelers 
per annum subject to addition o f certain balancing facilities. 
T he cost o f installing the balancing facilities amounted to 
Rs. 3.39 crorcs upto 31st Matrch 1980 and Rs. 3.54  crores 
upto 31st March 1982. In addition, an expeuditurc of R.i, 5.65 
crores has been incurred upto 31st M arch 1980 on supporting 
facilities in tool room, tool regrinding and inspection areas and 
renewal and replacement programme. The Company has, 
however, been varying its installed capacity from time to tim!", 
as will be evident from the following.

(i) In the Capital Investment Plan of .March 1973, on (he 
basis of which project estimates were sanctioned by Government 
in March 1974, the following progranmic of production was 
envisaged.
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T  w o - T h r c o -
_ 'K hetiler v^ h colcr

1 9 7 4 -7 5  . 40,(X)() • N il
1 9 7 5 -7 6  . r,0 ,0 0 0 1 0 ,0 0 0
1 9 7 6 -7 7  . 1 ,0 0 ,0 0 0 ' ’O.O(K)
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(ii)  la  November 1977, l^ie Company intimatec!^ 
Government that since many of the machines were o f 1952— 54 
vintage, the capacity of the plant could be taken as 80;0()0 'two-* 

wheelers and three-wheelers.

(iii) Again, in July 1978, it was clarified to the Government 
that “ while the capacity for poweipacks i s . l  la’kh per yeiff, the 
capacity for the complete two-wheeler vehicle is 60,000 based 
on two shift production, the capacity of three wheeler is 6,000 

per year’ '.

f
(iv) In the Annual Reports of tlie Company for the years

1976-77 and 1977-78 to 1980-81, rhe installed capacity of the
two wheelers hafci been indicated as 60,000 and 80,000
respectively. Similarly, in the Annual Report of the C;nnnany
for the years 1977-78 to 1980-81, the installed capacity of three
wheelers has been indicated as 6.000 per annum. 

t

(v) In February 1982, the Company informed the C’lovotn- 
ment of India, as under :—

(a) There appears (o be some lack of clarity with reciard 
to the installed capacity of the Company. As the 
capacity of bulk of the special purpose nr.ichines 
procured from Innocenti. was ab<)iit 1.0().000 two
wheelers and 30.000 three whcele's, it secnis that
based on the assumption that the balancing fiWrilitie.i 
would be provided, the inKtalled capacity had h'en 
equated to its licenced capacity.

(h) According to a detailed machine :by nwchln-' -".id-' 
made by the Company (August 198 1) and appruvcd 
by the Board in December 1981, the follin*.ing 
capacities were achievable in the existing plant. %-/ith 
marginal balancing facilities involving an investment 

of Rs, 1.7.*; crorc*!.



T w o  w hticlcr s c o o lc r s  . . . . . .  60',000-

. T\Vo vvheslcr p ow er  packs . . . , • ■ . 20.000

T h ree  w h e e le rs , . . . . . . .  2,.500

The approval of the Government to these revised capacitics. 
has not beien received (October 1982).

(vi) During the meeting with the Audit Board on 27th 
November 1982 the representatives of the Ministry informed 
that a further detailed study of the plant capacity has been carried 
out after February 1982 and based on the existing manufa(ctiiring 
programme of components, the installed capacity has been 
assessed as follows:—

T w o  w heelers . . . . • • ■ •  45.(XX1

T w o  w heeler p ow er  pa ck s  . • . ,  . . . 15,000

T h i'ce  who;;lers . . . . . . . .  2,(X)0

In this connection, the following jwints are of interest :—

(i) Tlie basis on which the capacities have been revised 
from time to time wets not made available to Audit.

(ii) The economic viability of the plants in the light of 
the reduced caparcities has not been worked out.

(iii) Even after an Investment of Rs. 9.04 crores (Rs. 3.39 
crores on balancing facilities; Rs. 1.05 trores on 
supporting facilities and Rs. 4.60 crores on renewal 
and replacement) upto March 1980, the Company 
cxpects to achieve a capacity of 45,000 two wheelers,
15,000 two wheeler power packs and 2,000 three 

wheelers only.
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(a) C o m m e n c e m e n t o f  p ro d u c tio n

The Com pany developed a  prototype scooter 150 cc 

(V ijay  Deluxe) and sent it to Vehicle Research and Development 

Establishment (V R D E ), Ahmednagar, in November 1974 for 

technical trials. Certain technical defects were reported by 

V R D E  to the Government (affter trial run upto about 7,000 

K m s.) who in turn, intimated these defects to the Company 

in February 1975 and simultaneously authorised the Com pany 

to go ahead with commercial sale of the scooter after removing 

these defects.

Subsequently, in October 1975, the V R D E  reported on the 

basis o f a trial run conducted in July 1975 as follows :

—  There were no major defects during trials and 

endurance test.

—  The scooter gave starting trouble and its piston rings 

were worn out after a run of 10,242 Kms.

■—  The above defects were not rectified and the perfor

mance of the scooter in this regard was unsatisfactory.

During the meeting with the Audit Board on 27th Novcmiier 

1982, the representatives of the Ministry stated that the defcctv; 

mentioned above were removed by the time the new model S'ijay 

Super was introduced in September 1977.

9 . 0 3  Two-wheeler vehicle



(b )  The tabic below indicates the capacity, targets and actual 
from  19 75-76  to 1981-82

( F iu u ic s  in  m i i i i l x 'i '- )

production for the period

l975-7f. 1976-77 1977-78 1978-79 1979-80 1980-81 1981-82
L ic e iiv c ft  c a p a c U y - - t w o  w h e e le r s I .no.ooo 1.00,000 1.00,000 KW.OOO 1.00,000 1.00,000 1.00.000
In M a llc d  c a p a c i i v — iw T  w h e e le r s  ( a s  n o r

a n n u a l  a c c o u n t s )  . r,0,000 60.000 MO.OOO SO.OOO 80,000 80,000 80,000
Original targets
P o w e r  P a c k s ..................................................................... 25.000 6S,0D0 22,000 21,000 16,500 16,500
V 'e h ic ie s  . . . . fiO.OOO 40,000 60,000 27.000 41,000 ■12.000 . 48.000
Revised targets
P  n w r  P a c k s ...................................................................... 25.000 18,350 22,000 16,500 18,000- 14.500
\ c h i c l e s  . . ' .  . ."0,720 40,000 30,800 31.500 40,000 40,000 40.500
Actual Proituclion
P o w e r  P a c k s  . . 1,253 11.173 11,40S 15,773 12,079 12,540 10,278
\ e h i c l c s 16.024 25,617 16,314 23.027 33.304 35,502 ■31,769
Percentage o f  actual productinn to instnlled •

capacity
P o w e r  P a c k s  " . . . 29 61 35 48 , 57 60 53
\ 'c -h ic le s  . ■ . 27 43 20 29 42 ■ 44 40
Percentage o f  octiitil produclion to revised

targets
P o w e r  P :\ ck s . . . . 56 ' 45- 62 72 73 70 71
V e h i c l e s ........................................................ 52 64 53 73 83 . 89 ■ 78
N o i f  : T h e r e ’ is n o  s e p a r a te  in s la lle d  c a p a c i t y o f  p o w e r  p a c k s .  T h e  u t i lis a t io n  p e r c e n t a g e  o f  p o w e r  p a c k s  in c lu d e s  p o w e r



11 will be seen from  the foregoing table that not only were 
tlie targets fixed generally far below the installed capacity, the 
actual production was also far below  even the targets fixed.

' 'T h e  following main reasons have been attributed by the 
Management for shortfall in production :—

19 75-76

• . . • -----Short supply of bought out componcntg.

—  Non-availability o f inplant components.

■ ’ —  Labour absenteeism.

—  D elay in supply o f material.

—  Heavy' rejections of cylinder castings, rear brake 
adjuster and silent block.
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19 76 -77

1977-7X

197S-79

Poor supply of bought out castmgs.

1650 crank case castings supplied by a firm were 
rejected for high iron content.

H eavy rejections of connecting rods supplied by a 
firm.

Restricted production due to demand recession.

Change over to new model from “ V ijay D eluxe’' to 
“ V ijay  Super”  with changes in the design of the 
engine.

Non-availability of aluminium alloy L .M . 24 resulting 
in low  production of crank case.

N on-availability o f magnetos from U .l’ . Instruments 

Umite^^.

N on-availability o f various bouglit-out components. 

Non-availability of crank shaft, forgings.



1979-80

1980-81
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Non-ulilisation of diesel generating set fully, due to 
shortage of diesel. ,

Non-supply o f components by various parties.

T o ol dow n strike in D elhi unit of the Com pany 
Efffecting the supply of magnetos.

L ow  power supply to U .P . Instruments Limited 
resulting in inadequate supply of magnetos from  that 

unit.

Non-availability of raV  materials and componecifs in 

time.

Severe power cut in U .P . and other States catising 
production and supply bottlc-necks.

Im position o f  pow er cut.

198 1-8 2

—  Non-avaiIa!biIit5' of raw materials and componeat;^ in 

time.

—  H eavy absenteeism.

__Reduction in manpower input on account of severe

cut in overtim ed

—  Frequent power failure.

T h e non-availability of compor\ents is to be viewed in tii© 
light o f the fact that the C om pany had invested Rr. 40.49 laJths 
in the ancillaries and Rs. 49.69 lakhs in two U .P. State Under
takings for ensuring availability o f quality com ponent, 
reasonable rates fparagraph 5.02 refers). •

9.04 T h re e - w h e e le r  v e h ic le s

According to the project report prepared by the Managvinicnt 
in February-April 1974 the production of three-wheelers was 
to commence from the year 1975-76. The production, however.
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actually started from November \ m .  The delay^in p r o d u .U o n  
was attributed by the Management to the following re

(i) Most of the machines were not havmg
parts and it took almost a year or so to arrange

them.
(ii) The production of three-whCclcrs was taken up m

1977-78 after thoroughly checking the quality o 

vehicle.

The table below indicates the capacity, targets and the
actual production of three-wheelers durmg the years 1977-78 to

1 9 ? 1 -8 2 :—  . , \
(Fi‘:;ures in nu-TiÔ ‘r.s)

--------------
1 9 7 7 -7 8  1 9 7 8 -7 9 1 9 7 0 -8 0 198 0-S I I 'M ) -8 2

C() L ic e n s e d  c a n a c i ly -  
T h r e :  w lie c ls r '; 3 0 ,0 0 0 3 0 ,0 0 0 3 0 ,0 0 0 3 0 ,0 0 0 y \ o o o

(,7 )  T ?istalled  c a p a 
c ity — T h r e e  
w lie c lc r s  (a s  p e r  
a n n u a l a c c o u n t s ) ' 6 ,0 0 0 6 , ( » 0 6,(X )0 6 ,0 0 0

iiii) Origiiuil impels- 

l » o w c r  p a c k s  . 

V e h ic le s

N il

5 ,0 0 0

2 .4 0 0

1 .4 0 0

N il

3 ,0 0 0

N il  

1 ,5 0 0

N il

2 „ V »

( i ( ’ ) Revised lnrsi.’ is

P o w e r  p a c k s  . 
V e h ic le s

1,6 0 0  
.“'OO

2 ,1 0 0
I..300

N il
1 ,0 0 0

N il
2 .0 0 0

N ii 
( .W O

(P ) Acnuil prodiiclion 
f’ o w c r  p a c k s  . 

V e h ic le s

.147

, u  ■

m
102

N il
2 8 4

10

5 3 0

n
7 i l

( v ( ) Percentogc ol 
nrtiuii nm liiclicn  
to iuslalkd caj)W''y
P o w e r  p a c k s * . fi ■ -^5

V e h ic le s  . <^-57

i . n
1 .7 0

N il

4 .7 3

9 .IX )

g .8 3

! 2 .2 . i

l l . ,S 5

( yii) Pcnentnge of, 
actiuii produclion 
to revised larnels

P o w e r  p a c k s  .

V e h ic i c ;

2 1 .6 9  

6 .  SO

1 7 .7 6

7 ,8 5

N il

2 S .4 0 2 6 .5 0 51) 7<i

* ln cU K les  p o w e r p a c k s  iiscil in \ ch ic le s .



■Jl fvil! be seen from the data given above that tlie actual 
protliii- jtin was not only ihsignificant but was also far below 
the tp.'ceis which were lower than the capacity.

T l-e  shortfall in production has been a^trib\ited by the 
Mp.iuiftnient to the following reasons :—

1977-'iS

Ncr.-availability of dynastarter and V. belt. '

Ncji-availability of dynastarter, gear boxes and P.T . ."wheel

1970-SO/o 1981-82 ,

’5:;nic as nidicatcd against the shortlall in production of two 
’.v!ic«.:!crs.

■ 'H’-c Ministry stated (Novem ber J982) as follows ;

“ Governments' approach to any jcheme of recovery of 
’ . . S i r  is that it should ensure- enduring viability of 

operations. Mere tinancial adjustmcnls in the ctiuitv 
or debt will not enable the attainment of this 
objective iinlcss the productivity is increased, pro
duction bottlenecks removed, the production volume 
increased to optimum level, product quality up
graded and product diversification attempted. 
Ageing machinery has to be replaced...............

A  Recovery Plan has been formulated by the 
Com pany and is presently under examination.”

9.05 C o m p a n y ’s  p a r t ic ip a l io i i  in  C o u n t rx 's  p ro d u c tio n

T ilt table below indicates the Com pany’s share in the 
count'v 's total production of two-wlieolcrs and tluw -w hccK rs 
(liifii.t; Ihc years 1077 ti) 198],
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3 7 -

Tnv-H'lieeleri

1977 1978 197 9 198 0 iD s r  •

/I/’ )
L a n ib y  . 2 1 ,6 1 0 2 6 ,7 2 2 2 5 ,3 3 7 22,531 2 1 ,2 8 4

/IPS!.
AII\\':n P u sh p a k 8 ,281 9 ,50 .V 9 .4 5 3 1 0 ,5 6 4 1 0 .5 8 0

/(A 'K L  
A r a v .i l i  . 67 5 f:8 4 N .A . N .A . N .A .

TtAL
V e - ;p :; ''8 a ia j  . 77.6CU 8 i . i . ‘;o 1 .3 7 ,4 4 5 1.30.49><

EL
R a jit fv o t 5 5 2 361 N .A . N .A . N .A .

a s i c
( j i r i i i i r  . 192 1.77 ■ 76 3 3 ,4 1 7 5 ,9 5 3

K S L
F a lc o n 3,.'!62 3„^25 2 .8 7 3 1 ,374 1 ,0 9 8

W 5 X  

P iiy a  . 2 3 ,1 9 9 28 ,l'-)3 N .A . N .A . N .A .

P S L
V  i ja y  K 'csri . 2 ,0 1 6 2 .2 8 0 N ..A . N .A . N .A ,

SIL
V ijn i- - 16. 18 ,9 8 5 3 2 .4 8 5 .■^<•195 3 2 ,3 7 3

W B^L

D ig v i ja y 7 2 0 N .,\ . N .A . N .A . N . A .

1 ,6 0 ,2 9 5 1 ,6 8 ,0 3 4 1,52 ,061 2 .1 1 .5 2 6 2 ,0 1 ,7 8 6

slu u 'o  in
Uu- t o la l  p rod u L ’-
t i c n  o f  th e  C 'o u n lr y  

. ( in  p j r c j i i t a g e ) 1 0 .2 9 1 1 .3 0 21 ,3 6 17 ,1 1 1 6 ,0 4

t T/iree-»lici’/ci

A l ’ l
L a m b r c t ia . 'L a i i lb y  . . 8 7 8 2 ,0 4 9 3 ,3 7 6 4 ,4 6 5 '5 ,7 7 1

HAL
V c .p u  B a ja j . 17 .42 .’ 1 7 ,0 6 0 1 3 ,3 3 2 2 1 ,5 3 8 IS,3< '4

S IL
Vjf<!iJrn i 6 4 2 381 5 If) 6 9 8

1-,'rA i I8 ,.M 7 19,151 1 7 ,08^ 2<i,519 • 2 4 .S 3 3

s h a r e  in
'  l l ; ' t o ta l  p rn i.iu c -

l i o i i o f l h c c i n i n l i y  
J ilt  p ,erci;iitagc1 0 . 0 9 0 . 2 2 2 .2 3 1 ,9 5 2 . 8 !



11 would be Seen from the above that the Company's cor:‘ri- 
bution to ihe total productioi^ in Ihc country ranged from 
10.29 per cent to 21.36 per ccnt in the ease of {wo whectcrs 
and from 0.09 per cent to 2.8 T per cent in the ease of tlirca 
wheelers during'the period 1977 lo 1981.

,9.06 Expansion of the capacity of power packs
A s mentioned in paragraph 7, in view of the unmet demand 

for scooters in the country, the Government of India i.ssaexl 
letters of hitcnt and licences to a number of State lndu.s!ital 
Development Corporations, private organisations and iadivi- 
cluals. The letters of intent stipulated that the producfion 
should be established on the basis of indigenou.s know-f'DW 
only.

Hven though the plant and cquipnv-nt purchased uom 
Innoccnti had not been installed and commissioned, the comfKiny 
ofTerkl (May 1973) technical collaborations to the units 
sored by various State Industrial Development Corporaliofis. 
The liccnscxl capacity of each of these units varied be!” "‘cfl
24,000 and 30,000 scooters per annum except in the casj of 
Karnataka Scooters Limited jvhosc capacity was 60,000 scu'jf.ers 
per annum. !t was. therefore, anticipated that the capita! .-hu 
of the Project would be very hii>h if each of these units were 
to set up complete facilities for manufacturing the engine >»kI 
the transmission as well as other components of ihe vchfciie. 
Therefore, a proposal for a unit to mamifactnre power packs 
centrally to meet the requirements of (he various units M'as 
discussed with the representatives of the State industrial CJeve- 
lopment Corp.iration'. in a meeting convened b̂ ' the Govt;ni- 
ment of India in .May 1973.

In pursuance of the above discussions, a Detailed Proifcl. 
Report for establishing additional fiicilitics for manuliicture of 
2 ,00,000 power packs per annum was prepared by the Coniplany 
and subtnitted to Government of India in March 1976 with (he 
request that the same may be approved by 1.5th Septefj^fcr
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1976 so that orders for jiiachinc tools etc., could be placcd 
sufiicicntly ii> advaiicc. Subseciucntly on the basis of detailed 
diJ’cuKsions with the State licensees, ID B I's officials and Govern- 
mcr-i, u revised Detailed Project Report for the manufacture of 
1.65 lakh (instead of 2 Uvkhs) power packs per annum (1.50  
la k h .fo r  State licensees and 0 .15  lakh as spares) at an e s t i- . 
nia-.cJ cost o f Rs. 9.25 crores was prepared and approved by 
the Board in Novem ber 1976, and the Chairm an and Managing 
Director was advised lo take necessary action to execute the 
project. A s the Com pany had entered into ceriain advance 
cor/jmilmeiits for supply of certain tool room and inspection 
equipment essential for manufacture of sophisticated die-casting 
dies and other fixtures provided for the project a sum of 
Rs. 94.36 lakhs was released by tJie Government in 19 76 -77 as 
loaji to clear the suppliers’ bills for these equipment.

In July 19 7 7 , the Board was informed that surveys cori-
ducicd by certain agencies revealed that the demand for scooteis
in ihe counlry was stagnant and accordingly, it was proposed
to have an additional capacity of 0.65 lak li power packs per
annum only (as against 1.65 lakh) at an estimated cost of
Rs. 6.41 crores, to be financed as under : —  .

t
R u p e e s  in  c r o r e s

((■) O w n  fu n d s  . . .......................................................................2 . 7 )

(ii) Government o f  India

(a) e q u i t y ...................................................................................................  2 ,(K )

(h) l o a n s .................................................................................................................0 95

liii)  F in a n c ia l  I n s t it u t io n s — lo a n s  . ■ . . . 0 . 7 5

6 ,4 1

'['he proposal was approved by the Board (July 1977) and 
discussed with the representatives of tlic Suite I'.iccnsees, 
lin.'itKial institutions and ID BI in August 1977. During dis
cussions it was, in 'e r  a lia , pointed out by the representative of 
IDBI and other members of the financial institutions that the
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■demand for scooicrs including lliose manufactured by the 
Com pany and its licensees in the near luture would not excccd 
•one lakh per annum for which the facilities already exiS'.cd in 
in the Com pany. It was also felt by them that the add'-iional 
dt-mand of 0.65 lakh per animm projected by the Company was 
on a very high side. The representative of IDBI was of the 
view that the expansioi> of capacity involving an cxpendiUirc u‘ 
Rs. 6.41 crofes should be undertaken only when the actual 
<iff-take was somewhere near one lakh \ehieles and tha‘ addi
tional investment would only load to incicase in intereit anti 
make the working of the Com pany more uneconomical. 
Covernm ent of India decided in January 1978 that in view of 
a fall in demand for scooters manufactured by the Com pany 
arising from several factors including the lechnidal performance 
of the vehicles, the proposed power pack project should kept 
in abeyaiKe.

Even though the project was not approved by the G ovcn> 
ment, the Com pany had placed orders upto July 14 77 foj 
plant and maciiinery valued at Rs. 3.68 crores for the project 
'I'hc equipment valuod at Rs. 3.09 crores was received and 
installed till March 1980. The balance equipment of R>. 0.59 
croro was yet to be rcccived.

The Management stated ("February 198 1) as under; —

. the Government felt that erection of additional 
capacity for manufacture of power packs should 
wait till June 1978 or so, when a clear picturc of 
the demand of two wheelers in the country was 
likely to emerge. The I’ rojeet. however, has n()t 
been abandoned. It has bceit deferred for further 
consideration in the forcseablc futifrc. Tlie cnpital 
eqtiipmcnf orderod against this project lu n ; been 
utilised as a balancing equipment requirement and 
for renewal and replacement of machines to acliicvc 
production level o f 1 .00,000  power packs per 
annum.”
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K .is  not clear how the funds were released b\? Government 
without sanction of the project.

9.07 D ie -c a s tin g  S h o p

( i)  The die-casting shop has the facility of manuficturing 
various components required for the assemblj- of power packs, 
two wheelers and three wheelei's. Light nutal aluniiivum is 
used for manufacturing alJ components except head light and 
rim for which zinc alloy is used. Commercial produjtion in 
<iie-casting shop started from April 1975.

The installed capacity of the die-c<LSting shop is i 129.80 
tonnes per annum. The data available for the years 1978-79 
io 1981-82 given below would indicate that the utilisution of 
tile capacity was much below the installed capacity ; —

Y e a r  C a p a c i iy  l-’ r o d i i c t i o i i  l\ T cc ii(n f> f
. ( t o n n e s )  ( t o j in e s )  » ( ' p rc id tic -  

licrn l:> 
capaciiy

4 1

1 97 8- 79 . . . 1129.80 5.‘i9 .904 19 6

1979 80 1129.80 615..■572 54.5

1980-81 1129,80 644.555 5 7.1

1981-S2 1 1 2 9 . SO 596.224 32.8

The shortfall in production was attributed (April 1980) by 
the Management to trimming down of reiiuirement as it vyas; 
not considered desirable to have imbalanced iinentory of die 
cast components.

(ii) R e je c t io n s

No norms of rcjoclions of die casting componeiiH )iavc 
been fixed by the Management. However, a standard rejccboii oi’ 
3 per cent was taken into account by the Management wliilc 
working out the unit material cost in .luiy 1974. I'hc actual 
rejection o f various components manufactured in the die-casting



shc-p ranged from 3 per cent to 13 p>er ccnt in 1976-77, 4 per 
c c n  ;o 14 per cent in 1977-78, 3 per cent to 26 per cent in
1978-79, 3 per cent to 25 per cejit in 1979-80, 4 per ccnt to 
19 cer cent in 1980-81 and 3 per cent to 26 per cent in 
1981-82. The loss on account of rejections during 1976-77 to 
J981-82 over and above the standard rejection of 3 per cent 
adopted by Uie Management for working out the unit material 
cost works out to Rs. 25.16 lakhs. The Management stated 
(August 1982) that rejection upto 12 per cent in die casting 
components is normal considering the type of components and 
precision required therein. The loss on account of rejections 
over and above 12 per cent considered to be normal by the 
Map-Jigomcnt works out to Rs. 5.10 lakhs during 1976-77 to 

1981-82.

The higher rate of rejection was attributed (April 1981/ 
August 1982) by the Management to :

_ in-cxperiencod and untrained workmen ;

—  ignorancc about level of acceptance ;

_ use of scrap generated from vendors’ supplies ;

_ dcterioraled/outlivet! condition of the dies.

"h e  Management’s contention of high rate of rejections 
owiug to inexpcricnced and untrained workmen is to be viewed 
ir> (he light of the fact that rejections in successivc years have 
not ^hown a decreasing trend.

(iii) P ro c e ss  lo s s

No norms for loss of metal in process have been fixed bv 
the Management. Further, neither reieonciliation of material 
inpul and output was made nor any process loss was worked 
out upto March 1978.

Process loss during tJie years 1978-79, l979-}?0 and 1980-81 
worked out to 7.5 per cent, 7.96 per ccnt and 6.96 per cent 
respectively.

'The Management stated (April 198 1) as follows

“ Proccss loss generaljy found by leading die casters in 
the country ranges bc-twccn 7 per ccnt to 10 per
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cent. The loss v/aSj therefore, well within t o i l s .  
This loss was iiTclusive of sale recovery value o f the 
dross generated v/hich is about 2  per cent of the 

total metal input.”

9.08 I r o n  F o u n d r y

(i) Owing to difficulties faced by the Com pany m procmr* 
ment of castings, v/z., cylinder block, crank case flange snd big 
sprocket etc., the Company prepared a Detailed Project Report 
in M arch 1975 for setting up a captive foundry at a total 
cost of Rs. 75.00 lakhs and accordingly approached the 
Government of India in M ay 1975 for its approval. The 
approval of the Government was received in April 1976. In 
April 1975, the Compafny acquired a second-hand 1.5 tonne are 
furnace from the U .P. Government and installed and com 
missioned the same in September 1976 at a cost of Rs. 16.60 
lakhs.

In the meantime, an induction fum acc (1 .3  tonnes) valued 
at Rs. 12.18 lakhs for which an order was placed by the 
Company in December 1974 was received by July 1976. This 
was commissioned in M ay 1978 with the result'that ‘ the arc 
furnace purchased from the U.P. Government became redun
dant. Accordingly, the arc furnace (dept-eciated value Rs. 9.30 
lakhs as on 31st March 1980) was disposed of for Rs. 11,50  
lakhs in October 1981. Another-m echanical unit o f induction 
furnace was purchased at a cost o f Rs. 4.89 lakhs and iastalled 
in July 1981 as standby.

(ii) The Com pany had obtained a loan of Rs. 44 Jakhs 
up(o 1977-78 from the Government of India (Rs. 21.00 lakhs) 
and ID B l (R s. 23.00 lakhs) for financing the Iron Foundry 
Project. However, paymcTit for the arc furnace referred to 
above was made to the U.P. Government in instalments 
between 12th April 1980 and 18th February 1981. Owing to 
the delay in payment, the U.P. Government claimed interest 
charges amounting to Rs. .8.62 lakhs which have not^bcen paid 
by the Com pany so far (O clober 1982).

S/16 C&AO/82—4
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Tho perftu'inance of the foundry for ihc four \ears e n d i n g  M a r c h  1982 is given belo\

P e r c e n ta g e  o f  y ie ld  P e v c c n -

\ 'c u r t n ^ ta llc d  
C 'a  p a c i iy

Q u a n l it y  o f  I r o n  n ie lio d . Y i e ld  o f  e a s t in g t o  m e ta l m e lte d i a « e  o f  
c a p a c i t y

C a s t

ir o n
S O ,

i r o n

T o t a l C a s t
ir o n

S .G .
ir o n

T o t a l C a s t
ir o n

S .G .
ir o n

u t i l is a 

t io n

I 1. 3 4 ' ' 5 6 7 8 9 - 10 11

T o n n e * ; T o n n e s T o n n e s . T o n n e s T o n n e s T o n n e s T o n n e s

1 9 7 8 -7 '> ■ 2 .0 0 0 6 8 9 .1 0 4 4 5 .0 4 1 1 3 4 .1 4 2 9 3 ..3 4  . 1 1 7 .6 9 4 1 1 .0 2 4 2 ..5 7 2 6 . 4 4 5 6 .7

2,(VX) 7 9 1 .2 0 5 9 7 .5 0 * 1 3 8 8 .7 0 3 4 4 .7 9 1 9 4 .5 4 5 3 9 .3 3 4 3 . 5 8 3 2 . 5 6 6 9 . 4

! ') S O - X l 2 .0 0 0 8 2 4 .4 0 6 8 7 .1 0 1 5 1 1 .5 0 4 8 4 . 4 0 2 .U .3 0 7 1 8 .7 0 5 8 .7 5 3 4 .  iO 7 5 .5

I 9 S 1 - S 2 2.01X) . 8 6 9 .3 0 5 6 6 .4 0 1 4 3 5 .7 0 5 3 1 .3 0 2 0 0 .9 0 7 3 2 .2 0 6 1 . 1 2 3 5 . 4 7 7 1 . 7



»
N o norms for yield have bceit fixed by the Com pany 

(O ctobcr 19 8 2 j.

T lic Management staled (January 19 8 1) as under :

" C a s t  I r o n

In case of cylinder castings 10 Kg. of castfngs 

come tnit of every iS  Kg. o f molten meUil pou; jd . 

'I'hus means that the yield is about 55.5 per .cm  

wlien no rejections are taken info account.

S .G .  I r o n

Basically we have been making two castings in S.G. 

Iron,!’/"., big sprocket and crank case flange. . . . . .

The vie!d in case of big sprocket is h-ii Jiy,

50 per ccnt while in case of crank case tlange. It is 

as low as 35 per ccnt.”

I he yield of casting for the years 1978-79 and 1979-isO 

v;is on the lower-side when com pared witii the yield perccn. i-je 

nieniionetl above. .

ft
(iv) R e je c t io n  a n a ly s is

No norms for re]*.'ction have been lixed by ihe Muii.igc- 

ment (O ctober 19 8 2 ). However, the Com pany ecm^id.red 

It per ceiU as staniku'd ri jeeiion -lor ferrous caUings lor iiie 

purpose oi arriving at Ihe unil malerial cost of the coiupon. nt. 

Ih c  table below indicates the detaii.s o f rcjecnons in the 

UuiiHhA shop during the year 1978-79 to 1981-82.
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C o m p o n c n is P r o -  R o je c -  
d u c t io n  f io n

Percen
tage o f  
rejec
tion

R e je c 
tion  
over  
and 
a b ov e  
norm al 
rejec
tion  o f  
6 per 
cen t

Conver- Loss
S ion
rate
per

due to- 
rejec
tion

c o m p o -  ov e r
nent a n d

a b o v e
th e
s ta n 
d a rd
re je c 
t io n

I 2 3 4 5 6 7

1 9 7 8 -7 9

N o s . N o s . N o s . R.s. (R s ,  in  
la k lis )

1. C y lin d e r 6S 7 0 2 10025 1 4 .6 590 3 2 3 .50 1 .4 0

2 . C .C . F h n g i  , 6 1 1 3 6 276 7 5 4 5 .3 2 4 0 0 7 7 .6 8 1 .8 4

3 . B ig  SprockrM 4 8 0  M 183 6 4 .38'.2 15481 9 . 6 9 1 .5 0

4 . H a n d le  B a r  C la m p 1036() 3755 3 6 .3 3 1 3 3 2 . 1 2

T o t a l

0 . 0 7

4 .8 1

197 9 -8 0
1. ■ C ylinder
2. C . C . F h n t ! :
3. B ig  S p r o c k e t

4 . Handle Bar Clamp

1 9 8 0 -8 1
1. C y l in .b r

2 . C .  C .  F b 'i g e

3 . B ig S p r o c lc o t

4 . H a n d le  B a r C la m p

198 1  82

1. C y lin d e r

2 . C .  C .  F l in g o

3. B ig S p r o c k j*

4 . H a n d le  B a r C la m p

S 5 9 5 2 19003 2 2 .1 13846 2 8 .7 3 3 .9 8

77151 2 2 6 2 0 ■29.3 17991 7 .6 8 1 .3 8

6 4 3 5 3 175 19 2 7 .2 13657 1 6 .1 6 2 .2 1

6 0 0 6 6 18837 3 1 .4 15233 2 . 1 2 0 . 3 2

T otai- 7 .8 9

9 1 2 0 2 2 t 6 0 l 2 7 .0 19132 3 9 .5 0 7 .5 6

9 4 5 1 2 3^5919 3 0 . 0 3 1 2 4 2 S . 88 2 . 7 7

5 3 7 3 6 153 38 2 8 .5 12 1 1 4 .1 3 .3 3 1 .6 1

6 6 7 7 6 3 3 4 4 6 5 0 .1 2 9 4 3 9 4 . 0 6 1 .2 (>

T otai 1 3 .1 4

9 7 0 5 2 3 8 9 6 2 3 9 .8 .33139 3 9 .5 0 ' 1 3 . 0 9

3 9 3 4 8 3 6 1 3 7 3 9 .1 307 7 6 S . 88 '2 . 7 3

3 0 2 0 4 1 4 3 2 2 4 3 ,1 125 10 1 3 .3 3 1 .6 7

5 64 88 ' 3 1 3 0 0 4 6 . 6 27911 4 . 0 6 1 . 13

T o t a i, 1 8 .6 2



It w ould be seen from tlie above data that, the rejections in the 
foundry w ere far in excess of the standard rejections resulting 

in a loss o f Rs. 44.46 lakhs during 1978-79 to 1981-82.
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(v )  E le c t r ic i t y  C o n s u m p t io n

A s  against the nonns of consumption of electricity 
(1000 K W H  ixir tonne in case o f S .G . Iron and 720 K W H  per 
tonne in the case o f cast iron ), the actual consumption of 
electricity per to n n e  v a rie d . widely fro m 'year to year as will be 
seen from  the data given below  :—

. P o w e r 'c o n s u m p t i o n  p e r  t o n n e

S.G. Iron Cast iron
M onth

1978- 1979- 1980- 1981- 1978- 1979- 1980- 1981-
79 80 81 82 79 80 81 82

K W H  K W H  K W H  K W H  K W H  K W H  KW^^ K W H

April Nil 1145 990 1053 . 743 725 715 824

Nlay Nil 1451 1056 1016 801 690 758 9 1 2 .

June Nil m to 1036 999 619 750 769 892

July • . l .lO t 1113 107.5 !050 710 719 819 869
August . 1155 1008 1161 949 749 m 789 917

Septenilwr . 1413 1353 1075 956 604 735 768 932

'o c to b cr  . . 1115 1080 1031 874 603 752 782 890

N ovem ber . 1167 986 932 971 742 750 791 950

T>sccmb?r 989 1016 1020 10)5 791 834 625 889

.January . 1051 1019 954 950 695 814 821 853

February . . 1022 1098 873 925 690 870 •885 825

March . 1098 1032 905 900 712 792 838 645

The M anagem ent attributed (July 198 2) the following

M elting equipnicni used.

Variation o f charge density/quality.
«

Furnace lining condition.

Num ber o f changc over from  cast iron to S.G . Iron.
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M achining of the various components manufactured is done 

in' the machine shop of the Com pany.

A  comparison with the norm s-of rejections of '/arious 
coni^nicnls fixed by tlic Management m September 1980 reveal
ed ^hat the actual reiections were more than the norms hxcd. 
The loss on account of the rejections over and above the noiuK. 

amounled to Rs. 5.30 lakhs in 1980-Sl alone.

9.10  A a se m h ly  U n i t

\ ’o reconciliation of the sub-assemblies produced. consuir.cd 
and in stock has been made by the Management. A n  analysis 
v,f ;cuial production and consumption of sub-a.'^scmbliec aud 
tho^c required for actual production of two whcclcfs and power 
P , d s  for the vears 1977-78 and 1978-79 made m Audit re- 
vcaie ' tha< thj consi:mption of sub-:f;sembiics was either more 
c,r ’̂ ss than the vehicles and the power packs assembled.

9 .1 1  -Wh’ m o d e ls - o f  th e  v e h ic le  i  '

Even though tlie Com pany ha'd not been able to establish its 
main product (15 0  cc— V ijay  Super) in the market owing to 
technical problems and financial constraints, it ventured m 
undertaking new models of the vehicles which also did not comc 

up, as would be evident from the following ,

(!)  In June 1975 the Board of Directors decided to 
undertake production of mopeds with 5t> cc engine 
on the consid^eration that it was suubstjfntially less 
expensive than the scooter, and_ some of the m a
chines for mffchining the engine cylinder, connect
ing rods etc. purchased from Innoccnti could be 

used for this purpose.

On the request of the Com pany in June 1975, the Govcrn- 
nient of India Issued in Novem ber 1975 a letter of intent for the 
manufacture- of mopeds upto 50,000 units per arnum.

9.09 Machine Shop



A  preliminary project report for netting up of facihties for 
the inaniifacture of moped with 50 cc ?ngine was prepared and 
approved by the Board of D irectors m D ecem ber 19 75. It was 
envisaged in the report that the engines would be manufactured 
in the main plant at Lucknow  and the rest of the items at a 
place wher'C most o f them could be bought out as fully finished 
itctn.s. The premfecs of Ga^csh Electrical Unit o f Gauesh Flour 
M ills Lim ited, D elhi, were acquired on lease at Rs. 25,000 per 
month from 6 th February 1976 for t]ie manufacture of the 
■vchicle ‘M oped V in ai’.

]n Ju ly , 19 7 7 , the B oard approved the shifting of the Projcct 
from Delhi to Lucknow  on the consideration that there was con
siderable delay in the setting up of facilities and building of an 

inventory of assembly of vehicles at Delhi. In April 1978 the 
Cotopany approached the Government of India for approval to 
the above proposal which was agreed to by the latter in N ovcm ' 
ber 1978. The licence for manufacture of the moped was grant
ed by Governm ent in M gy 1979.

33 Prototypes o f moped valuing Rs. 0.53 Itfkh were develop
ed by the Com pany during 19 77-78  and 1978 -79  out of which 
18 vjfrc sold for Rs. 0.28 lakh and the remaining 15 valumg 
P r  0.22 lakli. arc lying with the Com pany (March IQ Bl).

T he com mercial production of moped could not, however, be 
com menced. The M anagement stated (A ugust 1982) as 
under ;—
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..the prototype vehicle faced problems of low statrting 
torque and poor gradeability. These problems related 
to basic clutch design and attempts at improvement 
did not succeed. In view  of the technical problems 
faced on this moped and after considering the advice 
of Tngersoll Engineers to concentrafc on prod u dion  
o f V ija i Super and three wheeler, it wcrs decided at 
that time to keep the project in abcyance. It was 
later decided that if would he advantageous to get



designs of moped engines which represented the 
latest developments in Western technology and to 
iadigenise these within a  short period of time. With 
this object S IL  decided to enter into technical colla
boration with Steyr-Daimler Puch A G  of Ausfcia, 
one of the world’s leading mamiufacturets of 
mopeds. The project report is now awaiting 

Jjovem m ent’s approval.”

In this connection it may be mentioned that the diversification 
activities were started by the Company even when its main pro
duct (two wheeler scooter) had not been established in the. 
mafrket owing to technical problems and the Company wa» also, 
facing financial constraints.

The toolings, patterns, raw material, components etc. worth 
Rs. 18.09 lakhs procured by the Cornpany were lying unused 
(M arch 1982).

The Management has stated (August 1982) as under : —

“ A s production of mopeds is likely to take some 
time and as there is also likely to be some design change 
it has been decided to utilise the moped inventory to the 
extent possible for the current production of scooters and 
three wheelers and dispose of the remaining items.”

TTie Ministry stated (November 1982) as follows :—

“ Out of 15 mopeds with the Company, two haye 
been dismantled and utilised for Research and Develop
ment purposes and five sent to foreign countries in con
nection with exhibition and fairs have been written off as 
their reimportation was not considered economically pru
dent. The rest are awaiting disposal.”  '

(ii) J-125 cc tw o  w h e e le r S c o o te r

The Board of Directprs was informed in July 1977 that the 
Company was likely to place J-125 cc two wheeler scooter in the 
market from October 1977.

5 0
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1978.

. j  -  ,'is-s r r » =
in g  re a so n s  ; —

_  D elay in  the c o m p le t io n  o f  jigs, fixtures an d , gauges 

e tc . in th e  C o m p a n y ’ s o w n  t o o l  r o o m .

_ _  N o n -a v a ila b il ity /s u p p ly  o f  cu tt in g  to o ls , d r ills , tap s  

etc. a lrea d y  o rd e re d .

?« vi(»w the need to concentrate on the 
H owever, keeping a wheeler scooters and to

production of ,„e1s to reach higter k vd s

o f In g e rs o ll  Consultants d e c id e d  t o  g o  s lo w  o n  the d e  p 

of J -series  125 c c  s co o te r s  at p resen t.

T he production of J-125 cc scooters has not commenced, so

far (O ctober 19 8 2 ).

Th« Com pany M  an Inventory o l R s. 6.92 lakhs at the end  ̂

o f M arch 1980 as under ;

( i )  B o u g h t  o u t  f in is h e d  c o m p o n e n t s

(ii) B o u g h t  o u t  s e m i-fin is h e c l  c o m p o n e n t s

(Hi) W o ik - in -p r o g r e s * !  . •

T o f A L  . ■ • • ■

( R u p e e s  in  la k h s ')  

4 .S 2

o n

2 .2 8

6 02

T h e Ministry stated (N o v e m b e r  1982) that the inventor, ..f 
M 2 5  cc scooters was beitig used in the production o f  a new 

model of J-100 cc scooters.



9.12 E x t r a  e x p e n d itim re  d u e  to  d e la y  in  c o m in h s io n in g  o f  a 

m a chine

In September 1976, the Management worked out the econo
mics of conventional, air assisted spray painting (which was^bcing 
used by ihe Com pany) and painting by electrostatic equipment. 
The economics wurked oul revealed that the use oF the latter 
would result in a saving of Rs. 16.80 per scooter. Accordingly, 
orde^ for the purchase of an electrostatic painting machine at a 
cost of £ .  35,625 (Rs. 5.46 lakhs) was placed on a foreign 
firm on 4th September 1976. The delivery of the equipment 
which had ai-rived aft the Bombay port on 1st July 1977 could 
not be taken bn account p f  paucity of funds. The Company re
quested (September 1977) its bankers to take delivery of the 
cqu'pniont on bond on its behalf and keep it in the warehouse 
at Bombay. The consignment was later got transferred to Cus
toms Warehouse located in the Company’s premises iat Lucknow 
on 15th February 1980 and finally debonded on 29th March 
1980 after paying customs duly of Rs. 2.62 lakhs.

On opening the consignment in April 1980, certain items of 
the machinery were found short. It was considered necessary 
to obtain these items as well as the services of the engineer ot 
the foreign supplier for commissioning of the machine. The 
short supplied items were received in M ay 1980, but the services 
of the engineer could not be obtained fill 26th November 1981 
dne to the following reasons :—

(i) Delay in settling terms and in completion of other 
formalities connected wi*h the visit ot the engineer 
to India.

(ii) Delay on tlie part of the Company in payment of 
commission of the Indian Agent of the supplier.

(iii) iDelay in supplying particulars of other installations 
like paint booth, baking ovens amd conveyer system 
to the foreign supplier.

5 2



T he eneinecr of the supplier, arrived at the plant 0,. 
27tli November 1981 and the machine was com missioted m i 

first week o£ December 1981.

Thus, due to in-ordinate delay m arranging fund. 

la lb s  for the payment of eustoim duty “ / V  f g  9 ’
above, the Com pany ineurred an extra

. f 1 10  <;cooters from April IV/o
lakhs on the painting of 1 ,12 ,59 4  M arch
November 1981 (allowing the period from July 1977 to Marcn
1978 for installation and commissioning of the equipm ent).

9 ,13  Electrical Unit, D e lh i

mentioned in paragraph 5 .0 2 ( iii) ,  the Eleetrieal unit in 

D clN  was originally taken on lease for the 

m o p e *  but ^ntaquently ^  f

r t "  : ,« u a r p r .“ f fa ^  and .n a .-c .o s  d urln , 

the last 5 y e a r s  ending 31st M arch 1982,
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Fans Actual Production

Yt'-sT
L ic e n c e d In s ta lle d O r ig in a l R c v is c i l F a n s  M a g n e t o s

c a p a c i t y c a p a c i t y ta rg e ts ta rg e ts

1 0 3 4 5 6  7
1 >*-

H  '-7  78 75.(K )0 6 0 ,0 0 0 1 5 .0 0 0 1 5 ,0 0 0 14 ,0 0 5

1<>: 8 T-') 7 5 .0 0 0 6 0 .0 0 3 2 7 ,0 0 0 2 4 ,0 0 0 2 9 ,7 0 7  6 , 7 0 '

1 '7 ' )  XO 7 5 ,0 0 0 6 0 ,0 0 0 4 4 ,0 0 0 4 4 ,0 0 0 .■^2,H90 1 6 .4 7 7

t w o  81 7 5 ,0 0 0 6 0 .0 0 0 6 0 ,0 0 0 4 4 ,0 0 0 4 1 ,1 0 7  -■'5.157

1 s ; 75,01)0 6 0 .0 0 0 6 0 ,(X )0 6 0 ,0 0 0 -15.685 .’ 9 ,8 1 3

9 .14  N o n - u s e  o f  th e  b ra n d  n a m e s

. (i)  The agreements with Innocenti tor the sale of old equ.,.- 
mer't for two wheeler and three wheeler pro,eds conferred an



%
exclusive world right on the Com pany for using the brand names 
of “ Lam bretta”  and “ Lam bro” . However, the Com pany, has 
not used these brand names for the domestic market.

The Management stated (July 1982) that the name 
“ Lam bretta”  was not used because the product marketed earlier 
by A P I  under this name had a bad image and the adoption of an 
Indian name was in line with the thinking o f the Government at 
that time.

In this connection, it m ay be mentioned that immediately 
after finalisation o f the deal with Innocenti, A P I, who were using 
the name “ Lambretta:”  named their product as “ Lam by”  which 
bears a close similarity to the name “ Lam bretta” . Thus, 
although the right of using the name “ Lam bretta" vested with 
the Com pany, the benefit thereof is being derived by A P I  by 
using the world ‘Lam by’ which gives an impression that they are
the successors to “ Lam bretta” .

. 9
The Management stated (July 1982) that the Com pany had 

taken action against A P I ’s using the brand name of ‘Lam by’ by 
filing cancellation proceedings in early 1979 and that the mattet 
was pending with the Trade M ark Tribunal.

(ii)  In Decem ber 19 7 7 , the Board of Directors was 
informed that in U S A , Serveta of Spain was using the trade mark 
‘Lam bretta’ irregularly and unauthorisedly and action was being 
fakeo against them for infringement of the Com pany’s trade 
mark.

The Attorney of the Com pany, informed the Management in 
June 1982 thaft the petition for cancellation filed by Servefa has 
been dismissed and that now they could- no longer claim any 
right in the name ‘Laiijbretta’ in U SA.

10. T e c h n ic a l c o n su lta n c y  

(i) The financial collaboration with Innocenti and APT 
contemplated and technical collaboration with A P f thought of
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criginally did not materialise and the Com pany started produc
tion o f scooters in February 1975  without any technical s u ^ r t .  
T h e  Com pany had, however, engaged a  number o! techm cal con
sultants from  time to tim e for various purposes. T h e purpose 
for w hich various consultants w ere engaged and the total expen

diture incurred tliereon are detailed below  :

• -  5 5
1

N a m e  o f  C o n s u lt n n ts P u r p o s e P e r io d  R u p e e s  
in  la k b s

1

] .  M r .  B ia n c h i  
( f o r m e r  e n g in e e r  
o f  I n n o c e n t i )  a n d  
M r .  C a s s o la  o f  
I ta ly .

M r .  B ia n c h i  w a s  e n g a g e d  
t o  a d v is e  f o r  in c r e a s in g  
p r o d u c t i o n  a n d  p r o d u c t  
m a r k e t  a c c e p t a b i l i t y  a n d  
M r .  C a s s o l a  w a s  e n g a g e d  

» t o  r e v ie w  im p le m e n t a t io n  
. o f  M r .  B i a n c h i ’ s  s u g 

g e s t io n  a n d  t o  fu r th e r  
im p r o v e  th e  q u a li t y  o f  
s c o o t e r s .

2 0 -1 -1 9 7 7  t o  
2 8 -2 -1 9 7 7  a n d  
2 - 2 - 1 9 7 8  t o  
7 -3 -1 9 7 8

1 . 2 4

2 . J a p ;m cso  h x p .:r ls D e p u t e d  b y  th e  I n t e m a -  
t io n cil M a n a g e m e n t  C o r 
p o r a t i o n  C o m m i t t e e  t o  
s t u d y  t h e  t e c h n ic a l  p r o 
b le m s  in  th e  p r o d u c t i o n  
area.

1 1 -1 0 -1 9 7 7  t o  
6 -1 2 -1 9 7 7  

/

0.22

3. I n g c r s o l l  N 4an u - 
fa c t u r i n g  C o n s u l 
ta n ts  o f  U .K .

4 .  T e m p l e  W a l l  
L im it e d  o f  U .K ..

5 . B a s .s in i M a n u f n c -  
tu r in g ,.U S .A .

T o  m a k e  a n  in d e p t h  s tu d y  
o f  th e  d i f f i c u lt ie s  f a c c d  
in  -q u a l it a t iv e  a n d  q u a n 
t ita t iv e  a s p c c t s  o f  p r o 
d u c t i o n  a n d  t o  a c h ie v e  
b r e a k - e v e n  le v e l.

A p p o i n t e d  o n  th e  a d v i c e  
o f  I n g e r s o l l  M a n u f a c 
t u r in g  C o n s u lt a n t s  f o r  
e f f e c t i n g  d e s ig n  i m p r o 
v e m e n t  w ith  r e g a r d  t o  
s u s p e n s io n  s y s te m  a n d  
e x h a u s t  sy.steirt t o  in c 
r e a s e  t h e  p e r f o r m a n c e  
a n d  m a r k e t  a c c e p t a b i l i t y  
o f  th e  p r o d u c t .

2 -1 2 -1 9 7 8  t o  6 6 . 8K
N o v e m b e r
1 9 8 0

R e p o r t  w a s  1 5 4
s u b m it te d  b y  
T e m p le  W a l l  in  0 . 6 8
M a y  1 9 8 0  w h e r e a s  
n o  r e p o r t  w a <  
r e c e iv e d  f r o m  
H a ss in i M a n u 
fa c tu r in g ,  U S A .
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During discussions with the Ministry in November ■ 1977 on 
inadequate development in India o[ the expert.se requu'cd to 
underlke detailed design and production cngmeermgstudK. on 
two storke engine., the Ministry mtroduccd tlr̂  Compaa^ to

ManSfactming Consultants of U.K. On the h a .s  o 
demils of works handled by Ingersoll, the Company eons.dered 
them as experienced manufactiuing consultants. 1 he luni was 
appointed as consultants to undertake an inde-r.h study „i regard 
to the diiricuhies faced by the Company both ni regard to .he 
qualitative and quantitative aspects of production and to dcnicve 
break-cvcr> level. The firm was assigned the folKnvmg spc-.fic

tasks :—

1. Piston and cylinder v.car.
2. Vibration problems.
3. Quality and reliability of production.

4. Financial planning.
5. Sales and Marketing.

The consultants submitted reports in parts in March 1979 
and June 1980. On an audit query, the Management st. .et: 
(August 1982) lhal the following steps were taken on the 
^ccommendalion^ of Ingersoll Consultants to effect .mprovc-- 

ifient in quality and marketing of products.

(a ) C y lin d er /r i s lo n  wear
(i) Flex honing operation was added in tiie mach. • ai: 

of cylinder castings.

(ii) ('hronie-plafed top piston ring was introduced.

(iii) A  standard bench test and road trials . wer^
introduced.

<b) Maintenance
Preventive maintenance measures were introduced.

( i i )  Ingersotl Manujactiiring Cotmdtants
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(c) Tools
Back-up tooling at cach machine was being provided 

and sufficient stocking of tools was being done.

(d) M a rk e t in g

(i) An accurate picture of scooter huyc-rs ip India
has emerged Irom an analysis by the consultants 
of data collected by Indian Marketing Resiirch

B u reau .

(ii) A system of delivery < scooters against i\d’""icc 
paynieiU was introduced.

(c) Maienol i-ind production contrv]
(i) Steps were taken to steadily build up invL-ntury

■ level to match production- targets, to remove 
bottJenecks in procurement by developing alter- 
rtative source of supply, lo ke.p salety st )cks 
of critical components and to gear up production.

(ii) Master production schedule has been set up as<<a 
key document for material'production control,

(f) General
A  detailed facilities improvement plan with the object of 

aciiievine a total output of K00,00() two whe -̂lers and 2l).Ono 
ailditional power packs with an additional inve^imcnt of K.v "t.60 

crores was drawt> up by ingersoll.

rhe Ministry staled (November 1982) as follows : —

(i) Implementation of recommendaiion-, .o f In^.-rsoll 
consultafnts have resulted in longer engine life of

* v e h ic le .

(ii) liic foreign consultants were appointed in ord-T in 
carry out an indepth study of the problems faccd by 
the Company in the t|ualitalive aiul iiuanti!.:«l;ve 
aspects of its produt<ion.



As a sequel to the deliberations of the Audit Board Meeting 
held with the Mmistry on 27th November 1982 a note containing
the benefits derived bv the Company from the consultancy 
agreerjcnt furnished by the Ministry is reproduced m Annexiu-e I.

'In  this connection following points deserve mciilicn :
(i) The basis of scleclion of tr.e consultants and fixa

tion of their fee could not be ascertained in audit.

(ii) The object of achieving tlie break-even level as
contemplated by the Government while approving 
the appoinlnient of consultants has not been realised 
so far (Octobcr 1982).

(iii) The extent to which the qualitative ■ and qua(ititativo 
iraprovc-ments have resulted from implcmentadon of 
the recommendations of the Consultants is not

s* s\isceptible of verification in audit.

(iv) .The defats pointed out in March 1977 by Mr. Bianchi
< were removed by the tune an improved version of

the vehicle, namely ‘Vijai Super’, was introduced in 
September 1977. Ingersoll Consultants were appoin
ted in July 1978 started the work from
Djcembcr 1978. By the time Oicir reports were
received between March 1979 and June 1980, ihc 
pnxluction of ‘Vijai Super’ has stabilised and it had 
also won market acceptability as no complaints wene 
received.

1 1, Machi/ie Utilisation

(j) Till March 1978. the Company had no system for 
ascertaining the extent of utilisation of machinery, idle time 
and analysis thereof so as to enable timely corrective action.
It was only in April 1978, that the Company started compiling
the data relating to machine utilisation in respect of the key 
machines only.

• 5 8
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as COS. c ^ r e s  - y - " " m S t d

S o « c . i v “ y ™ - n a , y s .  for ,he yea. ,979-80 w .

not done by the Management.

' . The Management stated (December 1980) as foUows

“ On account of.numerous P^^^lems like old machmes
n o n - a v a i l a b i l i t y  of fully ^
o v e r h a u l i n g  in order to achieve quality output w. 
could not attain the level anUcipated duxmg t h e  
Z r M  I n  addition, some of the machmes were 
common to three wheelers, J-series etc. Hence any 
study in initial period, would not have been meamng- 
faUy r e p r e s e n t a U v e  of the real trend o t  t h e . r  u t j h ^ -
tion However, a b e g i n n i n g  was made m Apnl 1978
o assess the machiiae utiHsation for key machines. 

This has since been extended to other areas also.

(\i) I'hc table below indicates the machine utilisation and 
analyS of idle hours for 1978-79 and 1980-81, based on the 
data furnished by the Company.

( i)  H o u rs  a v a ila b le *  . • • •

(ii) Hours utilised..................................

(/7 () Id le  h o u rs  ....................................................

(,V) Perccatagc of hours utilised to available 
hours

(v) Percentage of idle hours to hours 
available . ■ • • ’ '

1978-79 1980-81

13,12,168 17,97,745

7 ,13 ,948 10 ,2 0 .11 0

5 ,98 ,220 l ,V ,b i5

5 4 ,4 5 6 .7

4 5 ,6 ■ 4 3 .3

----------  — — ------------------ hv thp M aiiagctnent based on  tho rcqu irc-*This ha-s been out by production schedule,
nient of vanous inplant components as p
S f U  C&AG/82 “7
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Cause-wise analysis o f  id le  tim e  d u r in g  1978-79 and  1930-81

is ind ica ted  be low  :—

1

1978-79 1980-81

Idle
h ou rs

P e r c e n - , P ercen 
tage o f  tage  o f

Idle
hou rs

tota l
id le
h ou rs

idle 
h ou rs  
t o  to ta l 
h ou rs  
a va i
lable

P erccn - P e « » n -  
tage o f  o f
total
id le
hou rs

id le  
h ou rs  
t o  to ta l 
hou rs  
ava i
lable

I . L a c k  o f  
m aterial

2., Absence o f 
operators

3. M e ch a n ica l 
m ain ten an ce

4. M a ch in c  
setting

5. L a ck  o f  to o h -

6. Try out
7. L a ck  o f  p ow er

8 . .  R e -w o r k

9 . O thers

10. R ea son s  n ot 
ava ilab le

2 3 4 5 6 7

2,57,918 4 3 .1 1 9 .7 1 ,02,983 1 3 .2 5 .7

1 ,16 ,118 1 9 .4 8 .8 50,809 6 .5 2 .8

1 ,19,347 2 0 ,0 9 .1 1 ,2 4 ,3 60 1 6 .0 6 .9

49,747 8 .3 3 .8 69,603 8 .9 3 .9

2 1 ,9 74 3 .7  ,, 1 .7 43,549 5 .6 2 .4

6,138 1 .0 0 .4 19,223 2 .5 1 .1

1,082 0 ,2 0 .1 39,334 5 .1 2 .2

0 * 60 ,422 7 .8 3 .4

. 2 5 ,896 4 .3 2 .0 1,27,352 1 6 .4 7 .1

1,40,000 1 8 .0 7 .8

5 ,98 ,220 100 4 5 .6 7,77 ,635 100 4 3 .3

The figures for 1978-79 do not 
period mentioned below as the same 
Company : —

include the data for the 
was not compiled by the

P eriod

M -1 9 7 8  to  30 -4 -1978  
1 .5 -1978  to  27 -5 -1978  
29-5 -1978  t o  1 -7-1978 
2 -7-1978  to  30-7 -1978  
l" 10-1978 t o  2 8 -10 -1978

. C ost  c c n lrcs

57, 59 a n d  61 
59, 61 a n d  76 
57 and  61 
57 and  61 

A ll co s t  ccDtres



It would be secQ from the above that lack of material, 
absencc of operators, and mechanical maintenance etc w ao 
the main factors responsible for idle time of the machmes.

12. Manpower Analysis and Labour Utilisation

12.01 Manpower analysis
According to the Project Report prepared by the 

in Febniary/March 1974, the followmg
meat for p r o d u c t i o n  of 1.00,000 two wheelers and 30,000 
thrcG wheelers was envisaged during the five years c.uling - 1st
March 1981. ___ _____________ ____________

“  1 9 7 ^ - 7 7  r978~-79 '  1979-80 ' 1 9 3 i m _

61

(/■) M a n a ger ia l 

(it) Supervisory 
(a) T e ch n ica l . 
(t>) N o n -te ch -  

n ica l
(Hi) C ler ica l .
(iV) Labour (a) S k illed(h) S em i-sk illed  

(e) Un-skillccI. 
(v )  O th ers . 

T o t a l

23 25 .

190 200

44 50

25 fj ' 25

300 300
,000 1,000
500 500

80 100

1,T62' “ 2,‘200

25 25 25

200 ; i )0 200

50 50 50
25 25 25

300 300 360
1,000 l.OtX) 1,000

500 500 500
lo a 100 100

2,200 2,200 2 ,2« )

The "actual matipower employed by the Company daring 
tliese years was as under :—

1976-77

(i) M an ageria l . 39
((•/) S u p erv isory  

(T e ch n ica l and  
n o n -tcch n ic iil)  . 50^

(m )  C lerica l . •
(Hi) Labour

ia) Sk illed  . 74
(&) S em i-sk illed  754
(c )  U n -^ k illed . l.(X )9

(v )  O th ers (in c lu d in g  
ca su a l s ta ff/
w o rk e rs ) ' " 9

To iai. . .

1977-78 1978-79 1979-80 1980-81

41 42 44 40

505 501 605 572
192 217 228 245

76 91 93 89

8H4 1,049 1,094 1,095
1,190 1,140 1,13(1 I.IM

447 347 335 398

3 ,i » 3.3«7 3,535 3,6(X)



In this connection it may be m entioned that while th: actual produetion was far below  the projected level .converaely 
the manpower em ployed was far in excess o f that envisaged m  
the Project Report.

In this connection, the M anagement stated (A pril 1 980 ) as 
under :—

“In the earlier stages o f the Com pany when the plant was installed and the production had just started, it was difficult to assess the strength of the various 
categories o f em ployees. Subsequently, based^ on expcriencc, it was proposed to take up new project, 
viz., power pack project, Foundry e tc ..................
Comm ittees have already been appointed and they are meeting almost every day for the last five months. Tlie reports ot the Job Evaluation C om m ittee . are 
also expected to be received shortly based on which the sti-ength o f the workmen in various categories 
shall also be finalised. In the circumstances as m entioned above, no specific sanction for posts ir> different categories was accorded.”

T he Ministry stated in Novem ber 1982 that the .lob Evalua
tion Committee had given its recom m endations in M arch 1981 
regarding strengtli o f workers in grades A  to D . However, from the report o f the Job Evaluation Committee made available to A udit in September 1982 , it was seen that the Com mittee had 
only categorised the skilled and semi-skilled workers into four categories viz., A . B. C & D  and no requirement for workers 
has been made.

62

12 .02  Overtime pay*ments

While on the ono hand the Company had not only employed 
stair far in excess of that envisaged in the project report despite
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under-utilisation of capacity, on  the other hand hug p y
ment of over-tim e allowance was m ade to  thethe y e a r s -1 9 7 9 -8 0  and 1980-81  as per details given be.ow  .

C a su a l w o rk e rs  

R e g u la r  w o rk e rs  

T o t a l  .

•Overtim e h ou rs  
(in  la k h s)

(Rupees in lakhs')

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

0.31 0.36 0.34 0.38 0.11

4.01 12.54 36.20 29.34 8.75

4.32 12.90 36.54 29.72 8.86

1.39 3.57 4.97 4.98 1.27

Causew ise analysis o f huge payment o f overtim e has not 
been m ade by the Com pany.

T he paym ent o f overtime was attributed by the M anage
ment (D ecem ber 1 9 7 9 ) to  the following rea so n s:—

_  Breakdown o f the old machines purchased from  
Innocenti affecting production.

—  Shortage of material due to financial constraints.
—  H eavy absenteeism .
_  Rectification o f defective material supplied by  

various parties.
12.03 Labour utilisation

T he system  for ascertaining idle labour hours was introduced  
from Septem ber 1977  only.

A  scruUny o f  the records, however, revealed that neither 
available hours on  various jobs (excluding forge shop, iron 
foundry and tliree w heeler) were ascertained nor reasons for 
idle hours analysed during 1977-78 .
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•m e M o w i n g  ta b le  in d ica tes  th e  ex te n t o f  la b o u r  u tilisa 

t ion  d u rin g  1 9 7 8 -7 9  to  1 9 8 0 -8 1 .

Particulate *978-79  1979-80 1980-81

1 3 4

( i )  T o ta l la b o u r  h o u rs  (in  la k h s ) .

Hi) T o ta l la b o u r  h ou rs  b o o k e d  against 
j o b s  (in  lakhs) . . ■ ■ -

(Hi) T o ta l id le  h ou rs  (in  lak h s)

(iV) P ercentage o f  id le  h o u rs  to  total 
la b o u r  h o u r s ..................................................

Analysis o f idle labour hours (in lakhs)
{(•) N on -a v a ila b ility  o f  m ateria ls .

(ii) M a ch in e  b re a k d o w n

(Hi) M a ch in e  setting . . • •

(iV) M isce lla n eou s

21.53 23.71 24. Sty

19.11 20.60 20.84

2.42 3.11 3.75

11.2 13.2 . IS.2

0.96 1.15 0.5S

0.2’4 0.47 0.74

0.49 0.51 0.5S

0.73 0.98 1.85

N o t e  ; T h e  a b o v e  details d o  n o t  in clu d e  the  figures o f  F an  U n it  at D e lh i.

It will be seen that the inciclencc of idle labour was on the 
increase from year to year.
12.04 Efficiency Analysis

T he Company had fixed (April 1976) the standard hours required for the production of different componenis at various stages after making allowance (adding 35 per cent) in the Innocent! operation sheet cycle time, to suit the Indian conditions. N o  comparative analysis of the standard hours vit-a-vis actual hours ulilised has been made by the Company so as to 
ascertain tJie efficiency of labour.

A  tesl ehcck of the records in Audit iu five shops during 
1977-78 and 1978-79 revealed that the actual hours utilised 
were much in excess of the standard hours resulting in additional



expenditure to the extent o f  R s. 2 .1 4  erotes as per details given  
below  :—

6 5

N a m e  o f  
P ro d u c t io n  s h o p

T o ta l
h o u rs  as 
p er
sta n d a rd s

T o ta l
h ou rs
utilised

E xcess
h o u rs
utilised

L a b o u r  
a n d  o v e r 
h ea d  rate 
p e r  h o u r  
(R u p e e s )

V a lu e  o f
excess
h o u rs
utilised
(R u p e e s
in lafchs)

1 2 3 4 5 6

J 9 7 7 -7 8
-

]. Sub-assembly/ 
A s s e m b ly -D L  
M o d e l  . ' 0 .5 6 1 .91 1 .3 5 1 1 .3 0 1 5 .2 6

2 . E n g in e  a ss e m b ly . 0 .5 3 1 .2 2 0 .6 9 1 0 .9 3 7 .5 4

3 . P a in tS h o p 0 .1 9 1 .4 8 1 .2 9 3 1 .5 8 4 0 .7 4

4 . P h o s p h a t in g  s h o p 0 .0 6 0 .4 0 0 .3 4 3 0 .7 3 1 0 .4 5

5. W e ld in g  s h o p  . 0 .2 6 1 .4 3 1 .1 7 1 9 .6 8  

■ T o t a l

2 3 .0 3

9 7 .0 2

1 97 8 -7 9

1. S u h -a sse m b ly / 
A s s e m b ly -D L  
M o d e l 0 .7 7 2 .0 0 1 .2 3 1 3 .9 0 1 7 .1 0

2 . E n g in e  a s s e m b ly . 0 .C 7 1 .5 4 0 .8 7 11.01 9 .5 8

3. P aint s h o p  ’ 0 .3 3 1 .9 6 1 .6 3 2 6 .1 7 4 2 .6 6

4 . P h o sp h a t in g  .‘ih o p 0 .0 9 0 .4 0 0 .3 1 3 6 .9 3 1 1 .4 5

5. W e ld in g  s h o p 0 .4 4 1 .5 9 1 .1 5 3 1 .3 0  

T o t a l

3 6 .0 0

1 1 6 .7 9

G r a n d  T o t a l  2 1 3 .8 1

-   -- ^  ------- standard hours fixed by the MaBagcmcnt
" i S c a s e s  have been excluded.



The utilisation o f excess labour hours was attnbutcu 
(January 1981) by the Management to the follow ing reasons —

(1) Standards adopted on Innocenti timings did not
■ prove to be realistic in Indian conditions.

( i i)  Lack of requisite skill to watch the standards as fresh workers had to be recruited which took some 
time to train them.

( iii)  Shortage of materials.
(iv ) Worn out dies o f Innocenti necessitating extra 

operations.
'A s regards ( i)  above, it may be m entioned that as already stated earlier, the standard hours in April 1976 were fixed after 

taking into account the Indian conditions.
Based on tim e and motion study, the standards fixed in

April 1976 were revised by the Com pany in 1979-80. N o  efficiency variance analysis has been m ade by the Com pany with reference to the revi< êil stnndnrds.
T h e  M a n a g e m e n t  sta ted  (A u g u s t  1 9 8 2 )  as f o l l o w s : —

“A s the production in various shops during the relevant years has not stabilised rn  account o f various key factors, viz., quality problem s, non-availabilityof materials, and imbalance in plant capacities etc.we have not undertaken efficiency varianci- analysis.”
13. Costing System and Analysis o j Costs

In Decem ber 1975 the Com pany prepared a cost manual, 
which envisaged the maintenance of cost data on the basis of

66
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standard ra te , o l taw  material, bought out com ponents, 1 * 0 ,^
and over-heads.

I n  S e p te m b e r  1 9 7 7 ,  th e  Company a d o p te d  

t o  m e e t  th e  s ta tu to ry  re q u ire m e n t  o f  C o s t  A c c o u n  g 
( M o t o r  V e lu c le )  R u le s ,  1 9 6 9 ;  c o s ts  a r c  
s p e c if ie d  p e r io d s  a n d  at th e  e n d  o f  th e  p e r io d s , c o m r o l i a  
e x c i s e d  ta k in g  in to  a c c o u n t  th e  issu e  a n d  u se  o f  in p u ts  a n d  

the resultant quanUties o f finished com ponents.

In this connection, the following observations are made
( i)  Material

T he Com pany has fixed the standard material cost on the 
basis o f standard requirement o f materials tor each item  and 
the standard rates therefor. Standard rates were not revised 
^  I m h l y  upto Decem ber 1978  as per cost accounting procedure o f the Compatny. Besides, usage and cost v ^ ia n ces between  
actual costs and standard costs were not analysed.

T he Com pany stated (N ovem ber 1 97 9 ) that the Producticm  
Planning and Control D epartm ent has drawn the requisite 
material as per targetted production i.e. control is at the Ume 
of issue only. '

( ii)  Labour

Labour cost is calculated on the basis of actual labour hour 
rate during the year. A s already mentioned earlier in the Report the standard time required for each operation was fixed in April 1976  and revised during 1 979-80  as it was considered 
to be u n realistic; variance analysis between standard and actual 
labour utilised has also not been done.

( iii)  The statutory Auditors in their report under section  
6 1 9 ( 3 )  o f the Com panies A ct, 1956  on the accounts of the



Company for the year 1978-79 have observed that the actual 
cost of main products was more thar» the standard cost except 
in 1976-77.

«

14. Salts MamgenKnt and Pricing'Policy

14.01 Organisation

The sales organisation of the Company is divided into duec . 
wings viz., domestic sales, export saks and sp>are5 sales. The 
domestic sales wing is further divided into five regions viz-r 
East, West, North, South and Central with headquarters at 
Calcutta, Bombay, Delhi Madras and Lucknow respectively. The 
first four regions are headed by Regional Sales Managers and 
the Central Region by a Manager (Sales). The sale of spares 
is also effected through these regions.

14.02 Pricing Policy

TTw distribution and sale of ‘Vijay Deluxe’ scooters till 31st 
August, 1976 was regulated by Government of India under 
‘Scooters (Distribution and Sale) Control Order I960’ ; there
after the selling prices of all the products were fixed by the 
Company.

14.03 Cost vis-a-vis Soiling Price

A comparison of the cost and the selling prices of the 
products of the Company during the period 1976-77 to 1980-8! 
has b « n  made in Annexure 11. It would be seen therefrom 
that the cosi of production was far in cxcess of the selling price.s 
during all these years (cxcept power packs for certain period 
in 1976-77, 1979-80 and 1980-81).

The incidence of loss was more in the case of three 
wheelers.

6 8



14.04 Sales performance

The table below indicates the sales, loss per unit and total loss on the sale o f ths products ot 
the Company :

Year

1

(i) Two wheelers
1974-75 .
1975-76 .
1976-77 .
1977-78 .
1978-79 .
1979-80 .
1980-81 .

T o t a l .

DOMESTIC SALES EXPORTS

POWER PACKS

No. of Loss per Total No. of Loss per Total No. of Loss per Total
scooters scooter , loss power power loss scooters scooter loss
sold (cost (Rs. in packs pack (Rs. in e.xported (cost (Rs. in

minus lakhs) sold (cost lakhs) minus lakhs) '
average minas average
selling average selling
price) selling price)

price)
(Rs.) (Rs.) (Rs.)

2 3 4 ;5 6 7 8 ' ” 9" ’ ’^ ...... 10

407 N.A.
14.675 N.A. N.A. 1,253
25.81! 881.82 227.61 11,173 77.03 9.61- 508 1,518.17 7.71
14,175 2.186.76 .^09.97 11.408 514.82 58.73 1,341 1.997.12 26.78
22,461 1.586.83 356.42 15,773 562.49 88.72 1,062 2.115.60 22.47
32.398 1.159.61 375.69 12,079 195.96 23.67 1,237 883.19 10.93
34,102 1,245.25 424.66 12,536 133.54 16.74 1,613 645.96 10.42

1,694.35 196.47 78,31

va



(;'j) Three wheeleis
1977-78 . . .  23 N..\.
1978-79 . . .  46 24,882.03
1979-80. SOI 7,445.17
1980-81 . . .  498 6,925.49

T o t a l .

1 2 3 4 5 6 7 8 9 10

N.A. 345 N.A. N.A. 5 N.A. N.A.
11.45 373 3,269,19 12.19 23 27,441.11. 6.31

22.41 ' Nil 2 6,707.04 0.13

34.49 10 305.07 0.03 .30 7,027.82 2.11

68.35 12.22 8.55

. The data do not include the incidence of cxcise duty and are based on the Cost Auditors’ Report of the respective 
vears.
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At the time of taking the decision to establish the project 
with the pui'chasc of machinery from Innocenti it was coi»- 
tempiated to export 40,000 two wheelers out of the total 
production of 1,00,000 two wheelers annually. Similarly, one 
of the factors which weighed with the Goverru’nent in taking 
the decision to _ manufacture three wheelers, was tliat it bad 
greater export potential in the developed countries in Europe. 
As would be seen from the figures given in paragraph 14.04, 
actual export of two wheelers and three wheelers has been 
nominal.

15. Material Mcmai>ement and Inventory Control

(i) Inventory Holdings

Tlie following table indicates the position of inventory at 
the end of each o f the last 6 years ended 31st March 1981.
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1 4 .0 5  Export Performance

___________ (Rupees in Jaklw)

1 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81

I. Raw materials 212.01 328.35 284.14 295.51 405.09 393.53

2. Stores and 
spares . .17.08 39.85 .33,14 31.97 56.05 76,44

3. Loose tools and 
consumables . 53.54 81.35 90.86 124.05 153,67 173,35

4. Work-in- 
progress 160.29 169.12 150,27 165.78 261.66 307,29

5. Finished goods 59.49 36.19 74,46 62.96 53.05 45.59

6. Materials and 
Stores—in
transit . 78.19 54.00 94,61

«

153,97 206.54 ,152,96

7. Other stocks . 6.37 7.16 7.49 6,44 16.36 27,36

T o t a l 606.97 716.02 734,97 840,68 1152,42 1176..52



The stock of raw materials represented 3.32 moQths’ 
consumption for production requirements in 1980-81 aa com
pared to 3.73 months’ in 1979-80, 4.02 months’ in 1978-79, 
5.63 months’ in 1977-78, 4.95 months’ in 1976-77 and 4 .0 9
months’ in  1975-76.

The stock of loose tools and consumabJes was equivalent 
to about 16.42 months’ consumption for production require
ments in 1980-81' as compared to 15.05 months’ in 1979-80, 
17.74 months’ in 1978-79, 15.30 months’ in 1977-78. 10.99
months' in 1976-77 and 17.90 months’ in 1975-76. The work- 
in-progress at the end of 1980-81 represented 1.13 months' value 
of the production at cost as against 1.14 months’ in 1979-80,
1.02 months’ in 1978-79, 1.30 months’ in 1977-78, 1.25 months’ 
in 1976-77 and 1.66 months’ in 1975-76.

In tliis connection the Management stated (December 1980) 
as under :—

“The material planning was based on certain production 
programme updated from time lo time. The pro
duction of Vijay Super was not iipto the targetted 
figure. Also the J-125 project for which material 
was procmed did not materialise. The production 
of 3-wheeler was much less compared to the tar
getted production.”

(ii) No maximum, minimum and re-orclcring leveCs for 
stores and spares have been fixed so far.

(iii) Raw materials, loose tools and consumables and other 
items of stock of the value of Rs. 132.00 lakhs, Rs. 45.00 lakhs 
and Rs, 15.00 lakhs respectively were declared surplas and 
lying undispased of at the eixl of March 1981. The Ministry 
stated (November 1982) that action for disposal of surplus 
items was in hand.
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Owing 10 delay in clearance of consigrnnents valuing 
Rs. 62.77 lakhs,'the Company, had to pay demurrage/wharfage 
charges aniouDting to Rs. 21.48 lakhs during 1975-76 and
1977-78.. The Management stated (April 1981) that the 
materials could not be got released due to paucity of funds.

(v) Raw materials, Ioo.se tools and consumables were issued 
to outside parties for manufacture/fabrication of componeats to 
be supplied to the Company. The balance remaining with 
various parties at the close of the years 1976-77 to 1980-81 are 
given below :—

(R u p e e s  in lakhs)
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( iv )  Paym ent o j  demurrage and wharjage

1976-77 1977-78 1978-79 1979-80 1980-81

1 . R «w  materials . 6 9 .29  ,5 0 .7 8  66..10 83 .85  8 5 .9 6

2. l.x>ose fools  and ,  ____
consum ables . Nil N il 2 .7 8  3 .0 6  3 .1 5

A test check revealed that out of the value of raw materials 
mcntioiKd above, materials valuing Rs. 11.77 lakhs were lying 
with the foltowing 5 parties (cases exceeding Rs. 1 lakh each) 
for the last 3 years as on 31st March 1982.

SI.
N o .

N am e o f  the Parly

1. .M /s. B engal E nam el W o r k s , C alcu tta  .

2. M /s . F o rg in g s  Pvt. L im ite d , F a rid a b a d  

.T. M /s . S urg ica l Instrum ents P lant, M a d n is

4. M/.S. T a u si D ie  C astin gs , M a d ra s

5. M /s . W . G . F o rg e  &. A llied  Industries, T h an a

Totai.

Value 
(Rupees in lakhs)

3 .48  

1.43 

3 .78  

1 45 

1.63

11.77



16. Financial Position. ProfitahiUt}) Analysis and Credit Control

(i) Financial Position

The table below sunimarises the financial position of the Compaoy for the five years 1976-77 
to 1980-81

____  ___________ (R u p e e s  in  la k h s )

1976-77 1977-78 1978-79  1979-80  1980-81

L I A B I L I T I E S

(a) P a id -u p  C apital . .  . . .  . 513 g g  5,3
ib )  R esei-ves and  Surplus . - .

(c) Borrowings :
( i )  D e b e n t u r e s .............................................................

( / i )  S ecu red  loans fr o m  fin a n cia l institutions a n d  
b a n k s  . . . .

(Hi) U n s e cu re d  loans fr o m  G o v e rn m e n t  o f  In d ia  
a n d  b an k s  . . . ,

(el) T ra d e  du es  a n d  other current liab ilit ies  (in c lu d in g  
, p r o v i s i o n s ) ...........................................................................

T o t a l  .  , . .  '

5 1 3 .0 6

1 .8 2

5 1 3 .6 1

1 .8 2
5 1 3 .6 8

1 .S 2
5 1 3 .7 1

1 .8 2

5 2 4 .8 2

6 .7 2

5 0 .0 0 5 0 .0 0 5 0 .0 0 5 0 .0 0 5 0 .0 0

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

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

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

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



ASSETS

( e ) G r o s s  b lo ck  . . . . . . . 1114 .49 1 4 0 5 .1 8 1542 .58 1 7 9 1 .7 2 1 9 0 6 .4 1
« ) L e s s  d e p recia tion  . . . . . 2 2 2 .1 4 3 4 2 .6 8 4 6 4 .4 0 6 0 1 .7 3 7 3 5 .5 7

(g) N e t  fixed  assets . . . . . 892 .35 1 0 6 2 .5 0 1078 .18 1 1 8 9 .9 9 1 1 7 0 .8 4

(h) ( / )  C ap ita l w o r k s -in -p ro g re ss  . . . . 2 8 2 .0 5 1 0 6 .6 0 1 73 .25 5 0 .2 9 1 2 0 .8 2
( i i )  M a ch in e ry  an d  e q u ip m en t-in -tra n s it 72.81 1 2 1 .5 8 2 3 .1 3 3 .5 3 9 .1 2

( i l l )  In vestm ent . . . . . 0 .0 1 0 .0 1 0 .0 1 2 5 .0 1 3 0 .0 1

( 0 C u rren t assets, lo a n s  a n d  a d va n ces 9 7 3 .0 8 9 6 3 .6 3 1 1 7 0 .1 2 1557 .41 1 5 3 0 .5 9

U ) M is ce lla n e o u s  e x p e n d itu re  (to  the e x te n t  n o t
w ritten  o f f )  . . . . . . 1 2 4 .5 9 1 6 9 .6 7 1 8 2 .1 0 228 .01 2 2 5 .5 0

( / : ) A ccu m u la te d  losses 6 3 8 .2 2 9 9 5 .4 0 1 4 6 9 .9 4 1 9 1 7 .3 4 2 4 0 7 .3 6

To t a l .............................................................. 2 9 8 3 .1 1 3 4 1 9 .3 9 4 0 9 6 .7 3 4 9 7 1 .5 8 5 4 9 4 .2 4

(m ) C a p ita l  em p lo y e d *  . . . . 1104 .21 1 1 0 6 .2 2 1 1 0 1 .5 5 1 3 2 1 .4 2 8 7 7 .6 7

—
N e t  w o r t h * * ...............................................................

_________ 1___ 1 _______ .1. . . • f* •
( — )2 4 7 .9 3 ( — )6 4 9 .6 4  ( — )1 1 3 6 .5 4 (— )1 6 2 9 .8 3  ( - - ) 2 I 0 1 .3 2

'-a

--- ,------ ----- ---------- --  -1^* ----------- --  UO.JS k̂O TT\JiIVlllJ^ X ^ a p ilU I.

• •N et w o rth  represents p a id -u p  ca p ita i p lus reserves  a n d  surp lus less in ta n g ib le  assets.
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The Company has been incurring losses since inception. 
The following table indicates the yeair-wise losses sufiered since 
inception till March 1981 together v/ith the incidence of interest- 
on loans.

(ii) Profitahility .Analysis

(Rupees in lakhs)

Year Net loss Incidence of 
interest on loans

m 4-75 . . '. 106.92 74.29
1975-76 . . . . 327.63 139.20

1976-77 . . .  266.05 198.40
1977-78 . . 357.18 227.76

■ 1978-79 . . . . 474.54 294.31,
1979-80 445.42 395.48
1980-81 . . . . 490.02 495.76

T o t a l 2,467.76* 1,825.20

♦This figure differs slightly from the figure in the preceding sub-para
graph because the above figure has been arrived at without making provision 
for development rebate reseive of Rs. 60.40 lakhs.

The cumulative loss as on 31st March 1981 amounted to 
Rs. 24.68 crores thereby completely wiping off the paid-up 
capital of Rs. 5.25 crores and loans to the extent of Rs. 19.43 
crores.

The losses have been attributed by the Management to the 
following reasons.

197^-7^

—  Major constraints in supplies of castings for the 
engine block and certain other critical components 

’ resulting in inadequate utilisation of production 
capacity.

1976-77
Under-utilisation of installed and rated capafcity.
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1977-78

- -■ 'R e c e s s io n ’ o f  d e m a n d  f o r  th e  tw o -w h e c le rs .

- High incidence of interest.
-Hi^er depreciation due to short life span of the

p la n t  a n d  m a ch in e ry  a c q u ir e d  f r o m  In n o ce n ti.

-  H i ^  h ic id e n c e  o f  m a in te n a n ce  a n d  rep a ir  ch a rges  

o n  o ld  p la n t  a n d  m a ch in e ry .

-  Lack of funds.

. N o n -u tilisa U o n  o f  a v a ila b le  p r o d u c t i o n  fa c ilit ie s .

—  Increased material cost.
—  Hi^ interest burden on loans.
__ Quality complaints of Vijay Deluxe Scooters result

ing in demand recession.
— Lack of funds.
~  H ig h e r  d e p r e c ia t io n  d u e  to  s h o r t  l i fe  sp a n  o f  p la n t 

a n d  m a ch in e ry  a c q u ir e d  f r o m  In n o c e n t i.

—  High incidence of maintenance and repair charges 
on old plant and machinery.

1978-79 and 1979-80
___ U n d e r -u t ilis a t io n  o f  b u ilt -u p  c a p a c it y .,

_  E v e r - in c r e a s in g  m a ter ia l a n d  la b o u r  c o s t  a n d  

o th e r  o v e r h e a d s .

~  High burden of interest on loans.

1980-81
Lower production for want of essential material 
supplies.

—  Mounting interest burden on loans and borrow,ngs.

u »  TTipntioned that ap a rt f r o m  a b o v e , 
In this connection .t “ V manpower coupled with

high percentage of earlier in the Report the
lower eflficiency of labour reie



magnitude of which could not be quantified, have also attributed 
to the losses of the Company.

(iii) Sundry Debtors

The following table indicates the value of book debts and 
sales during the period 1976-77 to 1980-81 :

(Rupees in lakhs)

7 8

31-3-1977
31-3-1978
31-3-1979

31-3-1980
31-3-1981

Total Book Debts

Considered Considered 
good doubtful

Sales

78.92
77,15

101.10

138.21
1 3 5 . 2 8 0.03

1.428.34
1.008.34 
1,531.29 

2,257.75 

2,778.01

Percentage 
of debtors 

to sales

5.53
7.65
6.60

6.12
4.87

The sundry debtors represented about 0.66 month’s turnover 
in 1976-77, 0.92 month’s in 1977-78, 0.79 month’s in 1978-79,
0.73 month’s in 1979-80 and 0.58 month’s in 1980-81.

17. System o f Accounting and Internal Audit

17.01 Accounting Manual

Accounts manual prescribing the financial and accounting 
procedures for compilation and maintenance of accounts has 
not been finalised so far (October 1982). •

17.02 Internal Audit

(i) The internal Audit Cell which started functioning from 
June 1973, was under the direct control of the Mafnaging Direc
tor upto May 1979 when it was placed under the control of 
the General Manager (Finance and Corporate Planning).



The Manual of Internal Audit, incorporating procedures, 
iostructions, guidelines issued by the Management from time to 
time has not been compiled so far (October 1982).

Hie Committee on Public Undertakings in their Fifteenth 
Report (4th Lok Sabha— ^April 1968) on Financial Manage
ment in Public Undertakings had recommended thai the func
tions o f internal audit should include a critical review o f the 
systems, procedures and operations as a whole, rather than 
merely o f accounting work. The Ministry of Finance (Bureau 
o f PubBc Enterprises), while accepting the above recommenda
tion, had advised the public enterprises in September 1968 to 
intioduce such a system.

Although the Manjfgement had stated in June 1980 that 
Internal Audit had been entrusted with the work of management 
audit from March 1980, which includes review of the system 
aad procedures laid down by the Management, no such review 
has been conducted so far (October 1982).

( i i ) ‘ Internal audit reports were prepared in respect of out- 
Ktfrtion units only; no reports were prepared in respect of any 
of the headquarter units till March 1977.

IR. Financial Management— Budgetary Control

Although the Bureau of Public Enterprises had issued guide
lines in March 1968 to the public sector undertakings for 
compiling a budget manual which should, inter alia prescribe 
the responsibility/cost centres in the organisation for the com
pilation of budgets, neither any manual has been compiled nor 
responsibility/cost centres established by the Company.

Overall Summary

The following are the importaint features emerging out of 
the detailed analysis given in the preceding paragraphs.
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1. Introduction
The Company was incorporated on 7th September 1972 

with the main object of filling up the gap between the deraa«d 
and supply of scooters in the country.

2. Capital Investment Decisions

(a) Two-wheeler Project

The project was set up for the manufacture of 1,00,000 two- 
v êelers per annum with the old plant and machinery purchased 
from Innocent! of Italy on the considerations that apart from 
generation of additional resources of about Rs, 4.80 crores on 
the sale of 5,00,000 scooters in a period of 7-8 years anti a 
profit of about Rs. 2 crores owing to commencement of pro
duction earlier by two years, there would be saving of foreign 
exchange and lower fixed investments and production cost, m 
compared to installing a new plant
(b) Three-wheeler Project

Similarly, it was decided to acquire the old plant aad 
machinery of Tnnocenti for production of 30,000 three-whecJcrs 
per annum, inter alia, on the consideration that :

(i) the three wheeler vehicle had a greater export, 
potential;

(ii) by integrating the three wheeler and the two 
wheeler projects, considerable economies in the 
initial investment as well as cost o? production 
could be effected ; and

(iii) the plant would be able to add on a prodact line 
valued at about Rs. 16.50 crores and an additional 
profit of about 1.50 crores per annum.

In this coanectioo following points deserve mention ;
(i) As against the capital investment of Rs. 12.28 

crores envisaged on the two wheel«r and three

8 0 .
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wheeler Projects cm the basis of which the Projects 
were approved, the actual investm t̂ as on
31st March 1981 amounted to Rs. 21.42 crores.

(ii) The actual investment in the old plant (^o
wheeler) having a service life of 5 to 8 ^  hsm 
exceeded the investment anticipated on erecUo* or 
entirely a new plant having a fufl rated eco«>roic
lafd.

(iii) The actual capacity was later found to be much less
than 1,00,000 two wheelers and 30,000 tteee
wheelers per annum.

(iv) The anticipation of earlier commencement of pro
duction of two wheelers did not materialise.

(c) Investmnt in Equity capital of State Undertakings

With a view to meeting the requirement of tyres and 
and Magnetos, the Company made investments of about Rs- 50 
lakhs upto 31st March 1981 in the equity capital of State 
Ufidcrtakings. The purpose for which the investments were
tn*de was generally not served.

3. Collaboration agreements yvith State XJndertakiugs

The Company entered into agreements for supply of power 
packs to State Undertakings even when its own machinery w*s 
still in the process of installation. The supply of powCT pacts
by the Company was much below the quantities required by
the licensees.

4 . Growth and Development of Ancillary Industries
Long term tripartite contracts between tlic

Sman Indmtrles Corporation and the “ ‘X T
cMertd into during 1973, 1974 and 1977-78 for cstabtalron
o f  s m a n  s c a le  a n c illa r y  u n its  w ith  a  v ie w  t o  m n n n g  o l
componenls o( approved qnallly «  reasonable rate. „vA to



provide avenues for self employment to technically qualified 
persomiel. The Company provided infra-structurafl facilities at 
a co ita l cost o f Rs. 40.49 lakhs upto March 1982, No pafpers 
were made available to show whether economics of estaUishiog 
the ancillaries, especially with reference to its own ways and 
means position and availability of components from already 
established sources of supply, was worked out by the Company.

5. Production Performance

( a )  Determination of capacity
■ As against the capacity of 1,00,000 two wheelers and 30,000 

three wheelers per annum subject to the addition of certain 
balancing facilities envisaged earlier, the Company has been 
varying flie instiled capacity from time to time even after ins
tallation o f balancing and supporting facilities of Rs. 4.43 crores 
and renewals and replacements to the extent of Rs. 4.60 crores 
upto March 1980. According to the lafest estimates "the Com
pany expects to achieve a capacity of 45,000 two wheelers,
15,000 two wheeler power packs and 2,000 three wheelers.

(b )  Even though the Project for expansion of power pocks 
was not approved by the Government, orders for the purchase 
of plant and machinery therefor valued at Rs. 3.68 crores were 
placed upto July 1977. The equipment valued at Rs. 3.09 
crores was received and installed till March 1980.

(c )  Notable features of the production performance during 
1975-76 to 1981-82 were as under ;—

—  Not only were the targets fixed generally far below 
the installed capacity, the actual production was 
abo far below even the targets fixed.

—  The Company’s contribution towards the total pro
duction in the country ranged from 10.29 per cent
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to 21.36 per cent in the case of two wheelers and 
from 0.09 per cent to 2.81 per cent in the case of 
three wheelers.

—  Norms of rejections and process loss were not fixed 
for various shops. The actual rejections were 
generally"more than those considered normal by the 
Company.

__ Machine utilisation was only to the extent of 54 to
57 per cent of the atvailable hours. Similarly, idle 
labour- hours varied between 11 and 15 per cent 
of total labour hours.

—  Not-with-standing the under utilisation of capacity, 
the manj)0wer increased from 3,346 in 1976-77 to. 
3,600 In 1980-81. The e.xact manpower require
ment has not been assessed so far (October 1982).

__  Actual hours utilised for production of various com
ponents were far in excess of the standard hours 
resulting in an additional expenditure of Rs. 2.14 
crores in five shops alone during 1977-78 and
1978-79.

—  The actual export of two wheelers and three 
wheelers was nominal.

6. Technical Consultancy

Owing to non-materialisation of financial collaboration with 
Intwcenti and API contemplated and technical co'laboration with 
API thought of originally the production of scootCLS was started 
without any technical support. However, subsequently a numK*r 
o f technical consultants were engaged from time to time for
various purposes.



, JngersoU Manufacturing Consultants of U.K. were appomted 
to undartake an indepfth study in regard to the difficulties faced 
by the Company both in regard to qualitative and quantitative 
aspects of production and to achieve break-even l e v e l  An 
e x p e n d itu re  o f Rs. 66.88 lakhs was incurred for the services 
rendered by them. In this connection following points deserve 
mention :

—  The basis of selection of the consultants and 
fixation of their fee could not be ascertained in 
audit.

—  The object of achieving the break even level as 
contemplated by the Government while approving 
the appointment of Consultants has not been realised 
so far.

— The appciirtment of Ingersoll as Consultants is to be 
viewed in the light of the fact that an improved

• version of the vehicle namely ‘Vijai Super’ after 
removing the defects pointed out by Mr. Bianchi had 
been introduced in September 1977 and the scooter 
had already won market acceptability by the time 
the reports of Ingersoll were received between 
March 1979 and June 1980.

*4

7. Cost vis-a-vis selling price

The cost of production was far in excess of the selling price.

8. Material Management and Inventory CotUrol

—  No maximum, minimum and reordering levels for 
stores and spares have been fixed.

—  vSurplus materials valuiiig Rs. 192 lakhs were 
awaiting disposal.



85

9. Financial Analysis

The Company b « n  2 W 8

wipng off the paid up 
Rs. 5.25 crores and loans to the extent of Rs.

(R. C. SURI)
N ew D e lh i M r m a n . Audit Board and Ex-officio
N e w D e lH , Additional Deputy Comptroller and
The 14th December 1982 A d du n ^

Countersigned

u 1QR7 Comptroller and Auditor GeneralThJ Mth December 1982 ^  ni i.,dui

KOJt<CL_ îiU
(GIAN PRAKASH)

■G e
o f  India



Following are the main benefits derived by Scooters India 
Limited, from its. consultancy arrangement with Tngersoll 
Engineers .

. ( i )  Immediately after taking up their assignment the 
consultants recommended that all resources o f  the 

'  Company should be concentrated on buiiatng up 
production o f  good quality scooters. For this pui- 
pose  they suggested that various aspects o f  the 
Company’s operations should be critically analysed 
by Task Forces and necessary remedial measures 
taken. Accordingly, 8 Task Forces o f SIL Engi
neers drawn from technical departnients vî ere set 
up to look into matters relating to m aterial supply 
and control, production bottlenecks, breakdown 
repair and plant maintenance, material handling, 
housekeeping etc. These groups, worked under the 
overall direction o f the consultants and made 
plans and dehned requirements, the implementation 
of which coimnenced by February 1979. This 
contributed to a significant growth in production as 
will be borne out by the following data o f pro
duction during the quarter January— March 1979 
in comparison to the output during April— N o v e m 

ber 1978 :

AveragQ tnonthly procjutlion

ANNEXURE' I
IReferred to in paragraph 10(ii)J

A p ril— N o v e m b e r  January— M a rch  
1978 1979

E n g i n e s .................................................  2637 4578

S c o o t e r s ........................................... 1427 280.'!



(li) The consultants were o f the view that a suitable 
person should be positioned to oversee the produc
tion activities in various areas so that all relevant 
matters could be properly coordinated. ITiey 
deputed Mr. Gordon Thomas, a Production 
Management expert, to SIL and he worked as Gene
ral Manager (Manufacliu'ing) from October 1979 
to May 1980. During this period the coasultant’s 
representative helped in improving inter-depart
mental coordination, bighligiited the criticality of- 
various aspects o f the Company’s operations for 
growth of production and showed that upto 150 
scooters per day could be produced using existing 
facilities. Conseqjiently during the first quarter of
1980 a record production of 9692 scooters, was 
achieved— a figure that has not been exceeded in 
any quarter until the currcnt year.

(iii) The consultants carried out an in-depth stiidy o f the 
production fpcilities in the Machine Shop. Tiicy 
identified the unreliable machines which needed 
replacement and the manner ii> which the producti
vity could be improved and the inyestment brought 
down by adopting modern and improved methods 
o f production. These recomjnendations ar^ being 
taken into account by the Company while ordering 
balancing/replacement machinery and will in due 
course contribute to improvement in productivity 
and lower investment.

(iv) The consultants also identified varioiis mea.sures
required to improve production cfFicicncy it SI!, 
such as introduction o f a suitable planning and 
scheduling system, timely provision o f a aimplcte 
work package to each machino operator, estaWixh- 
ment of kit-marshaJling stores, provision of inspec
tion gauges at each work station, rationalisation of 
codification for materials, etc. Iliey  also emphasized
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the need, for valxie engineering and product deve
lopment. These suggestions biought home to the 
Company’s management the necessity for applica
tion of various management techniques for achieving 
growth in production, cost reduction, etc.

(v) With regard to improvement in product quality the 
consultants were closely associated with the identiP 
cation of steps to be taken for improving the quality 
of the vehicle. Some of the areas they studied in 
depth were : life of the cylinder piston, bearing 
noise, piston slap, etc. They suggested introduction 
of flex honing operation on cylinder and chrome 
plating the top piston ring which has contributed 
to a significant increase in the cylindrr piston life. 
For reduction in the piston slap they suggested 
offsetting the gudgeon pin hole in the piston which 
helped in achieving the desired result. They also 
suggested the replacement of the roller bearing on 
the crank shaft with a ball bearing resulting in a 
75 per cent reduction in noise and also cost reduc
tion.

(vi) Tlie consultants also suggested that a survey of the 
scooter market in India should be carried out by 
an independent agency to bring out the reasons for 
the customers’ brand preference. Such a study 
was later carried out by the Indian Market Research 
Bureau which gave the Company an insight into 
reasons for the customers’ preference so that nece.<!- 
sary measures could be taken to improve the 
marketability of the vehicle.
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(Paragraph 14.03)

ANNEXURE II

Y e a r T o t a l  co s t  
(e x c lu d in g  
e x c ise  d u ty )

T o ta l selling 
p r ice  (e x c lu 
d in g  excise  
d u ty  b u t 
in c lu d in g  
d ea lers ’ 
c o m m is 
s io n  &  co s t  
o f  s tepney )

E ffectiv e
dates

P ro fit  ( + ) /  
L o s s  (— ) per 

unit

P ercen - 
tage  o f  

lo s s /p ro fit  
t o  c o s t  o f  
p r o d u c 

tion

1 2 3 4 5 , 6

•

O') Two-wheeler Vehick
1 9 7 4 -7 5 N o t

a v a ila b le 3 ,6 5 7 .0 0

1 9 7 5 -7 6 5 ,0 9 7 .3 5 3 ,6 5 7 .0 0 U p to  31st 
O c t . 1975

( _ ) 1 ,4 4 0 .3 5 2 8 ,2 6

3 ,8 6 7 .4 4 F ro m  1st 
N o v . 1975

( — )I ,2 2 9 .9 I 2 4 .1 3

1976-77 4 ,9 4 2 .6 2 3 ,8 6 7 .4 4 U p to  31st 
O c t . 1976

( — )1 ,0 7 5 .1 8 2 1 .7 5

3 ,9 4 5 .0 0 F ro m  1st 
N o v . 1976

( — )9 9 7 .6 2 2 0 .1 8 .

1 9 7 7 -7 8 6 ,2 2 6 .0 6 3 ,9 4 5 .0 0 U p to  21st 
July 1977

( — )2 ,2 8 1 .0 6 3 6 .6 4

4 ,0 5 0 .0 0 F ro m  22n d  
July 1977

( — ) 2 ,1 7 6 .0 6 3 4 .9 5

4 ,0 9 0 .0 0 F r o m  1st 
O c t . 1977

(— ) 2 , !3 6 .0 6 3 4 .3 1

1 9 7 8 -7 9 5 .7 4 0 .9 2 4 ,0 9 0 .0 0 U p to  4th  
A u g , 1978

( — ) 1 ,6 5 0 .9 2 2 8 .7 6

4 ,2 4 0 .0 0 F ro m  5th 
A u g . 1978

( — ) 1 ,5 0 0 ,9 2 2 6 .1 4

1979^ 80 5 ,7 5 3 .6 8 4 ,2 4 0 .0 0 U p to  4th 
M a y  1979
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39SO-S1

1978-79

197 9 -8 0

• 2 3 4 5 6

5 ,6 6 9 .15  
(w ith ou t . 
stepney)

4 ,1 5 5 ,4 7 F ro m  5th 
M a y  1979 
(w ith ou t 
stepney)

(— )1 ,5 1 3 .6 8 2 6 .7 0

5 ,7 5 3 .6 8 4 ,4 1 5 .0 0 F ro m  15th 
A u g . 1979

(— 1,338.68 2 3 .2 7

4 ,5 9 0 .0 0 F ro m  1st 
O ct. 1979

(— )l ,1 6 3 .6 8 2 0 .2 2

5 ,1 3 5 .0 0 F ro m  24th 
D e c . 1979

(— )6 1 8 .6 8  . 1 0 .7 5

6 ,4 8 1 .4 8 5 ,1 3 5 .0 0 U p to  14 th 
Ju ly  1980

(— )1 ,3 4 6 .4 8 2 0 .7 7

5 ,3 1 5 .0 0 F ro m  15 th 
July 1980

(— )1 ,1 6 6 .4 8 1 8 ,0 0

■wheeler Vehicle (Does not includes dealers' Commusiori)
N o t
available

1 0 ,0 0 0 .0 0 U p to  
D x .  1977

3 6 ,9 2 6 .7 0 10 ,0 00 .0 0 U p to  25th 
O c t . 1978

( — )2 6 ,9 2 6 .70 7 2 .9 2

1 0 ,2 40 .0 0 F ro m  26th 
O ct. 1978

'  (— )2 6 ,6 8 6 .7 0 7 2 .2 8

1 1 ,8 00 .0 0 F ro m  27th 
F eb . 1979

(-> 2 5 ,1 2 6 .7 0 6 8 .0 4

2 1 ,1 1 3 .0 8 1 1 ,8 00 .0 0 U p to  14th 
N o v . 1979

( — )9 ,3 1 3 .0 8 4 4 ,1 1

1 3 ,5 20 .0 0 F ro m  15 th 
N o v . 1979 
(w ith  d o o r )

(— )7 ,5 9 3 .0 8 3 5 .9 6

2 0 ,6 1 3 .0 8 1 ^ 0 2 0 .0 0 W ith ou t
d o o r

( - ) 7 ,5 9 3 .0 8 3 6 .8 4

21 .1 1 3 ,0 8 1 4 ,2 20 .0 0 F ro m  1st 
Jan . 1980 
(w ith  d o o r )

■(— )6 ,8 9 3 .0 8 3 2 ,6 5

2 0 ,6 1 3 .0 8 1 3 ,7 2 0 .0 0 W ith ou t
d o o r

( - ) 6 ,8 9 3 .0 8 3 3 .4 4
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1 2 3 • 4 5 , 6

J980-81 22,476.81 14,222.00 Upto 18 th 
June 1980 
(with door)

(->8,256.81 36.73

21,676.81 13.720.00 Upto 18lh 
June 1980 
(without 
door)

(—)7,956.81 36.70

15,220.00 From 19th 
June 1980 
(with door)

(—)7,256.81 32.29

14,720.00 From 19 th 
June 1980 
(without 
door)

(—)6,956.81 32.09

(Hi) I'wo-wheeler Power Packs

1 9 7 5 -7 6 2, 85 1,903.00 From 5 th 
Dec. 1975

. (—)319.85 14.39

1 9 7 6 -7 7 1,842,39 1.903.00 Upto 30th 
June 1976

(+)60.61 (+ )3 .29

1,793.91 From 1st 
July 1976

(—>48.48 2.63

1977-78 ' 2,224.64 1,793.91 •• . (—)430.73 19,36

1978-79 2,315.88 1,793.91 Upto 30th 
June 1978

(—> 521.97 22.54

],845.45 From 1st 
July 1978

(—>470.43 20.31

1,9)5.45 From 1st 
March 1979

(—>400.43 17,29

1979 80 2,098.43 1,915.45 Upto 31st 
July 1979

(—)I82.98 8,72

1,975,45 From 1st 
Aug. 1979

(—)I22.98 5,86

1,998,45 From 1st 
Oct. 1979

(-)9 9 .9 8 4.76
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2 ,0 3 8 .48  F rom  
O cL  19

'-V. 2 .86

2 ,0 8 9 .1 2  F ro m  1st 
N o v . 1979

( - ) 2 9 . 3 1  1 .4 0

2 ,2 5 6 .48  P ro in  1st 
Jan. 1980

( + )1 5 8 .0 5  (  +  )7 .5 3

1980-81 2 ,3 3 6 .9 2 2 .2 5 6 .48  U p to  1st 
A p ril 1980

2 .3 1 1 .48  F ro m  2nd 
A pril 1980

2 .4 1 1 .0 0  F rom  5th 
July 1980

2 .4 3 3 .0 0  F ro m  1st 
A u g . 1980

( - ) 8 0 . 4 4  3 .4 4

( - ) 2 5 . 4 4  1 .0 9

( + ) 7 4 .0 8  (  +  )3 .1 7

(  +  )9 6 .0 8  (  +  )4 .I 1

(fv) Tkr«a-wheeltr Power Packs

1 97 I-T 9  5 ,6 4 8 ,3 7  2 ,4 0 4 .0 0  U o t o  28th ( — )3 ,244  3 7 57 44
F eb . 1979

2 .M 4 .0 0  F ro m  1st (— )2 ,9 9 4 .3 7  J3 01
M sirch 1979

1 97 9 -8 0  N ot
available

2 .6 5 4 .0 0  U p t o 2 0 f h ' 
Sept. 1979

2 .9 0 4 .0 0  F ro m  21st 
Sep, 1979

2 .9 6 4 .0 0  F ro m  15th 
O ct. 1979

1980-81 3 ,0 5 9 .9 3  2 ,9 6 4 .0 0  U p to  I I th
M a y  1980

3 ,1 3 5 .0 0  F ro m  12th 
M a y  1980

T h a e  was n o  sale 
during 1979-80

( - > 9 5 .9 3  3 .1 3

( + ) 7 3 .0 7  ( + ) 2 ,4 5

3 ,3 6 5 .0 0  F ro m  17tk ( + ) 3 0 5 .0 7  (  +  »  97 
July 1980 '
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The cost of production o f  mopeds was not worked out by the CoinpaBy 
althoui* sales o f some mopeds manufactured by the Company were made. 
In tiM ^ ence  o f information relating to cost, sales realisation could not be
anal^wd.

(y /) Spare P arts
* Tbe Company had not ascertained the profit/loss on the stle of the 

spare prnls.

(v) Mopeds
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