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(~~~P_r_e_f_ac_e~~~--J 

Government commercial concerns, the accounts of which are subject to audit by the 
Comptroller and Auditor General oflndi~, fall under the following categories: 

(i) Government companies, 

(ii) Statutory corporations, and 

(iii) Departmentally managed commercial undertakings. 

2. This report deals with the results of audit of Government companies and 
StatutOf'J corporations and has been prepared for submission to the Government of 
Orissa under Section 19A of the Comptroller & Auditor General's (Duties, Powers 
and Conditions of Service) Act, 1971 , as amended from time to time. The results of 
audit relating to departmentally managed commercial undertakings are included in the 
Report of the Comptroller and Auditor General of India (Civil) - Government of 
Orissa. 

3. Audit of the accounts of Government companies is conducted by the 
Comptroller and Auditor General of India under the provisions of Section 619 of the 
Companies Act, I 956. 

4. In respect of the Orissa State Road Transport Corporation which is a Statutory 
corporation, the Comptroller and Auditor General of India is the sole auditor. As per 
the State Financial Corporations (Amendment) Act, 2000, the Comptroller and 
Auditor General has the right to conduct the audit of accounts of the Orissa State 
Financial Corporation in addition to the audit conducted by the Chartered 
Accountants appointed by the Corporation out of the panel of auditors approved by 
the Reserve Bank oflndia. In respect of the Orissa State Warehousing Corporation, he 
has the right to. conduct the audit of their accounts in addition to the audit conducted 
by the Chartered Accountants appointed by the State Government in consultation with 
the Comptroller and Auditor General. The Audit Reports on the annual accounts of all 
these corporations are forwarded separately to the State Government. 

5. The cases mentioned in this Report are those which came to notice in the 
course of audit during the year 2000-01 as well as those which came to notice in 
earlier years but were not dealt with in the previous Reports. Matters relating to the 
period subsequent to 2000-0 I have also been included, wherever necessary. 
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0Ft>rview 

[ Overvi~_J 

[ 1. Overv!ew of Government companies and Statutory corporations 

As on 31 March 200 1, the State had 67 Public Sector Undertakings (PSUs) . 
comprising of 64 Government companies and three statutory corporat ions as aga inst 
72 PS Us comprising of 69 Government companies and three Statutory corpora ~i ons in 
the last year. During the current year. the Registrar of Companies informed that five 
Government companies have been wound up. These companies were non-working 
Government compan ies. Out of 64 Government companies, the number of non
working Government companies increased from 32 to 34 (after excluding 5 non
working Government companies which have been wound up). In addition, there were 
three companies under the purview of Section 6 19-B of the Companies Act, 1956, as 
on 31 March 2001. 

The total investment in working PSUs increased from Rs.8,480.93 crore as on 31 
March 2000 to Rs.9 ,617.17 crore as on 31 March 200 I. The total investment in non
working PSUs al so increased from Rs.6~ 69 crore to Rs.140.24 crore during the same 
period. 

The budgetary support in lhe fo1111 of capita l, loans, grants and subsidy disbursed to 
the work ing PSUs decreased from Rs.268.75 crore in 1999-2000 to Rs.94.05 crore in 
2000-0 1. The State Government also contributed Rs.3.54 crore in the form of equi ty 
and grants to three non-work ing companies during 2000-01. Tbc State Government 
guaranteed loans aggregating to Rs.209.06 crore during 2000-0 I. The total amount of 
outstanding loans guaranteed by the State Government decreased from Rs.4,679.57 
crore as on 3 1 March 2000 to Rs.4,568.14 crore as on 3 l March 200 I. 

Two working Government companies have final ised their accoun ts for the year 2000-
01. The accounts of remaining 28 working Government companies and three statutory 
corporations were 111 a1Tears for periods ranging from one year to eight years as on 30 
September 200 I. The accounts of all the 34 non-work ing Government companies 
were 111 a1Tears for periods ranging from one yea r to 35 years as on 30 September 
200 1. 

According to latest finali sed accounts, 13 working PS Us ( 12 Government companies 
and one statutory corporation) earned aggregate pro fit of Rs.362. l l crore out of which 
onl y one Statutory corporation declared dividend of Rs.0. 10 crore to the State 
Government. Against thi s, 18 working PS Us ( 16 Government companies and two 
statutory corporat ions) incurred aggregate loss of Rs.355. 11 crore as per the latest 
finalised accounts. Of the loss incurring \\ ork ing Government companies, fi ve 
companies had accumulated losses aggregating to Rs.676.4 1 crorc which exceeded 
the ir paid-up capi tal of Rs.398.95 crorc. Two loss incurring statutory corporations had 
accumulated loss of Rs.503.45 crorc which excceclccl their paid-up capi tal 0f 
Rs.180. 77 crore hy more than two times. 

-- - - - ------
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A11dit Report (Commercial) for the year r11rled 31 March 2001 

Even after completion of 2 1 yea rs of its existence, the turnover of one Government 
company was less than Rs.5 crore and it had been incurring losses in each of the 
preceding five years of latest finalised accounts. Similarly, another company had been 
incurring losses for five consecutive yea rs as per the latest finali sed accounts leading 
to negat ive net worth even after completion of 11 years of its ex istence. These 
companies are recommended for closure. 

(Paragraphs / . I, 1.2, 1.3, /. 7 and I.JO) 

[ 2_. __ ~eviews in respect of Government companies 

Aspects relating to activities of the Orissa Rural Housing and Development 
Corpora tion Limited, Indust1:ial Development Corporation of Orissa Limited and 
Project Implementation ofNeelachal Ispat Nigam Limited were reviewed in audit and 
some of the main findings are as follows: 

2.1 Rev iew on Working of Orissa ! Rural Housing and Development 
Corporation Limited 

The Company was set-up in August l 994 to undertake financing, promoting and 
developing rural housing and related activities in the State. However, the Company 
failed to effectively implement the Housing Schemes meant for Economically Weaker 
Sections and for Scheduled Castes and Scheduled Tribes clue to operational 
deficiencies and unrea listi c assumptions which resu lted in depriving the beneficiaries 
of the intended benefits. 

Investment of surplus funds in equity-oriented and risky mutual funds instead of 
investment in Tenn Deposits resulted in loss of Rs.1.18 crore towards interest and 
Rs.0 .87 crore towards reduction in the face va lue of scrip. 

(Paragraph 2A.8) 

Non-adherence to prescribed guide lines in di sbursement of ass istance to Community 
Management Groups resulted in non-recovery of Rs.8.90 crorc as on March 2001. 

(Paragraph 2A.10) 

During the period from 1996-97 to 2000-0 I , the Company disbursed Rs.15.57 crorc 
towards project finance loan of which Rs. 9 61 crore is overdue as on March 200 I. No 
action was initiated to recover the over clues amount. 

(Paragraph 2A . I 2. l) 

Grant of project finance without adequate project appraisa l, market survey or 
collatera l security coupled with fa ilure to take effective action to recover dues led to 
non-recovery of Rs.2.66 crore. 

(Paragraphs 2A.12.J.2, 12.1. 3 & 12./.4) 

Company was en trnsted with re··Construct ion of 1,37,500 houses affected in the super 
cyc lone of October 1999. While loan had been partly di sbursed (Rs.141.71 crore) , 
6, 182 eligible beneficiaries were depri ved of the balance loans (Rs.7A2 crore) clue to 
injud icious decision of U1e Board. Further, I O,R09 beneficiaries were depri ved of the 
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Overview 

benefit of assistance due to non-inclusion in the waiting list in lieu of those dropping 
out on inclusion under other schemes. 

(Paragrapf. 2A.13.2) 

Physical verification of implementation of the scheme at ground level '.n Gram 
Panchayats of 5 severely affected districts rev~alcJ that only 13 per cent of loanees 
physically verified had completed their houses even after one year of the cyclone. 
There were also cases of irregular selection of beneficiaries, unreali stic disbursement 
of ass istance and lack of awareness which retarded the rehabilitation effort. 

(Paragraph 2A. 13.4) 

2.2 Review on Working of Industrial Development Corporation of Orissa 
Limited (IDCOL) 

The lompany was incorporated as a wholly owned Government company in March 
1962 to promote, establish and execute industries for industrial development of the 
State. The Company failed to achieve its primary objective of promoting industries in 
the State as during a period of 39 years of its existence, it had locked-up its 
investment in three units, eight subsidiaries and eight joint sector/joint venture 
companies and made ve1y meagre investment in the equity of seven companies. 

As on 31 March 2000, the accumulated losses of the Company stood at Rs.31.95 crore 
which wiped out profits made in earlier years and eroded 56 per cent of the paid-up 
capital as a result of injudicious investment decisions and poor operational 
perfomiance. 

(Paragraph 2B.5) 

Non-charging of interest on the sales consideration (Rs.51.37 crore) of Hira Cement 
Works treated as unsecured loans resulted in loss ofRs.7.59 crore. 

(Paragraph 2B.6.2) 

Investment in Equity Shares of 5 companies and in Preference Shares of 2 companies 
from borrowed funds coupled with delay in redemption of the Preference Shares 
resulted in loss of Rs.3.07 crore. 

(Paragraph 2B.7.l) 

Injudicious decision to reimburse the cash loss of ORICHEM Limited instead of 
pursuing its closure ignoring the fact that it was an irretrievably sick company led to 
loss of Rs.2.97 crore which further aggravated its liquidity position. 

(Paragraph 2B.8.2) 

Uneconomic coke mix resulted in excess consumption of 46,979 MT of coke valued 
at Rs. 15.95 crore during the period 1996-97 to 1999-2000 in Kal inga Iron Works 
(KIW) and purchase of coke without proper assessment of its size resu lted in 
generation of excess breeze coke and consequential loss of Rs I 0.01 crore. 

(Paragraphs 2B.I0.2.l and 2B.l l.4.2) 

IX 



Audit Repo!{ (Co111111erciu/) for the year ended 31 Marc It 200 I 

Purchase of fo urth TG set without actua l requirement resulted in fut ile investment of 
Rs.7.8 1 crore. 

(Parngraph 28.1 1.5) 

Delay in finalisation of work order for modification of furn ace No. I of KlW resulted 
in cost overrun of Rs.3.50 crore with consequential loss of production of pig iron 
va lued at Rs.57.69 crore. 

(Paragrctph 2B.J 1.6) 

2.3 Review on Project Implementation of Neclachal l spat Nigam Limited 

The Company was set-up in 1982 by Govern ment of India for manufac turing pig iron. 
As there was no progress in the project, the Company was transferred (April 1994) to 
Government of Orissa at a token va lue of Re. I against transfer of equity amounting to 
Rs. 7.73 crore. The project implementation of the Company bas been suffering due to 
lack of adequate equity arrangement coupled with poor contract implementation 
which resulted in ti me overrun of 33 months (Phase-I) and cost overrun of Rs.232 
crore (Phase-I & JI) endangering the commercial viability of the project. 

Award of the work of basic and detailed engineering of Blast Furnace equipment to 
three parties instead of getting the work carried out by MECON with the assistance of 
lTALIAMPlANTI resulted in extra expenditure of Rs. I .32 crore. 

[Paragraph 2C.9. J (i i) (a)j 

Failure to identify 1,360 MT steel structu re as scrap forced the Company to import 
this material along with the Blast Furnace incurring an avoidable expenditure of 
Rs.1.73 crore towards fre ight and stevedori ng charges. 

[Paragraph 2C.J0.2. J (a)} 

Non-supply of material by the supplier despite payment of mobi lisation advance 
aggregati ng Rs. 12.56 crore resulted in loss of interest of Rs.1.86 crore. 

(Paragraph 2C. I 0. 2. 3) 

I 3. Miscellaneous topics of interest 

3.J Govern ment companies 

Injudicious investment of borrowed funds by Industrial Promotion and Investment 
Corporation of Orissa Limited in Orissa Venture Capit<1 l Fund resulted in loss of 
interest of Rs.1.45 crore. 

(Paragraph 3A. I) 

Undue favour shown to a defaul ter by the Orissa Small Industri es Corporation 
Limited by disbursement of loans time and aga in without obtaining requi red security 
led to a loss of Rs.0.47 crore. 

(Paragraph JA.2.2) 
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(Jven•iew 

Procurement c. naterial by Grid Corporation of Orissa Limited (GRIDCO) without 
ensuring adherence to installation schedule resulted in the Company having to bear 
interest liability of Rs.2.66 crore for material lying with the suppliers. 

(Paragraph 3A . ../. I) 

ln spite of delay in supply of material by the party, GRIDCO waived Liquidated 
Damage of Rs.0.99 crore violating the extant provisions of the contract. 

(Paragraph 3A .4.2) 

Delay in restoration works by GRIDCO in cyclone affected areas despite availability 
of funds defeated the purpose of immediate restoration of power supply besides 
resulting in revenue Joss of Rs. 13. 12 crorc. Lack of adequate supervision and non
enforcement of contractual clauses also resu lted in loss of Rs.0. 74 crore besides 
avoidable interest burden of Rs. 1.48 crore on unutiliscd loan funds. 

(Paragraph 3A.4.3) 

Despite receipt of inferior quality of coal, Orissa Power Generation Corporation 
Limi ted did not raise claims against Mahanadi Coal Fields Limited which resulted in 
loss of Rs.4 7. 82 crore. 

(Paragraph 311.6.2) 

Procurement of moong dal by Orissa State Civi l Supplies Corporation Limited fo r 
cyclone relief work in excess of requirement as we ll as at higher than prevailing 
market rate led to extra expenditure of Rs.3 crore. 

(Paragraph 3A.7.l) 

Despite investment of Rs.24.59 crore by Orissa Forest Development Corporation 
Limited in commercial plantations viz. cashew, rubber and mixed commercial crops 
which were expected to yield revenue of Rs. 18.22 crorc during 1996-97 to 2000-0 I , 
the Company could earn revenue of only Rs.2.94 crore due to lack of maintenance, 
delay in harvesting and inadequate horticultural operations. 

(Paragraph JA .8. 1) 

Supply of material by the Orissa Mining Corpon1tion Limited to a private sector steel 
company without entering into an agreement and without security led to a loss of 
Rs.0.45 crore. 

(Paragraph 311. 12) 

3.2 Statutory corporation 

Payment of underwrit ing commiss ion by Orissa State Financial Corporation to the 
subscriber of bonds who performed no underwriting function resulted in loss of 
Rs.0.20 crore. 

(Paragraph 3R I. I) 

Orissa State Finam:ia l Corpora ti on incurred unfruitful expendi ture of Rs.0.48 crurc on 
computeri sa tion project due to inadequate tC'chnica l support, undue favour to the 
supplier and del<1 y in comrletion of the r roject. 

(Paragraph iR.1.3) 

XI 
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[ Chapter-I 

1. Overview of Government Companies and Statutory 
Corporations _ ·- _ ,_ .. .· ·-

I i.t Introduction 

. As on 31 March 2001, there were 64# Government companies (30 working 
companies and 34 non-working companies®) and 3 working statutory 
corporations as a-gainst 69 Government companies (32 working companies and 
37 non-working companies) and 3 working statutory corporations as on 31 
March 2000 under the control of the State Government. The accounts of the 
Government companies (as defined in Section 617 of Companies Act, 1956) 
are audited by Statutory Auditors who are appointed by the Comptroller and 
Auditor General of India (CAG) as per provision of Section 619 (2) of 
Companies Act, 1956. These accounts are also subject to supplementary audit 
conducted by the CAG as per provisions of Section 619 of the Companies Act, 
1956. The audit arrangements of statutory corporations are as shown below: 

Name of the 
Corporation 

Orissa State Road 
Transport Corporation 
(OSRTC) 

Orissa State Financial 
Corporation (OSFC) 

Orissa State 
Warehousing 
Corporation (OSWC) 

Authority for audit 
by the CAG 

Section 33 (2) of the Road 
Transport Corporations 
Act, 1950 

Section 3 7 ( 6) of the State 
Financial Corporations 
Act, 1951 

Section 31 (8) of the State 
Warehousing 
Corporations Act, 1962 

Audit arrangement 

Sole audit by CAG 

Chartered Accountants 
and supplementary 
Audit by CAG 

Chartered Accountants 
and supplementary 
audit by CAG 

#Out of 69 compa11ies as on 31 March 2000 five companies had been wound-up as detailed in 
Paragraph 1.5. I 
®Non working con1panies/Corporations are those which are under the process of 
liqu idation/closure/merger, etc. 



Audit Report (Cnmmercial) for the year ended 31 March 200 I 

I t.2 Working Public Sector Undertakings (PSUs) 
• 
1.2.1 lnvestme11t i11 workb1g PS Us 

As on 31 March 200 l, the total investment in 33 working PS Us (30 - f 

Government companies and 3 statutory corporations) was Rs.9,617. l 7 crore 
(equity Rs.1,997.74 crore, long-term loans· Rs.7,448.54 crore and share 
application money Rs.170.89 crore) as against 35 working PSUs (32 
Government companies and 3 statutory corporations) with a total investment 
of Rs.8,480.93 crore (equity Rs.1,990.42 crore, long term loans Rs.6,312.60 
crore and share application money Rs."177.91 crore ) as on 31 March 2000. 
The analysis of investment m working PSUs 1s given in the following 

· paragraphs. 

1.2.1.J Workillg Gover11me11t compa11ies 

Total investment in 30 working Government companies as on 31 March 200 l 
was Rs.8,709.49 crore (equity Rs.'177.1 .78 crore, long term loans Rs.6766.82 
crore and share application money Rs.170.89 crore) as against total investment 
of Rs.7,676.07 crore (equity Rs.1763.22 crore, long term loans Rs.5,734.94 
crore and share application money Rs.1,77.91 crore) as on 31 March 2000 in 
32 working Government companies. Due to increase in long term loans in 
Industry sector (Neelachal lspat Nigam Limited), Power sector (Grid 
Corporation of Orissa Limited) and Miscellaneous sector (Orissa Rural 
Housing and Development Corporation Limited), there was· increase m 
investment during the year. 

The summarised statement of Government investment in working Government "" 
companies in the form of equity and loans is detailed in Annexure-1. 

Sector wise i11vest111e11t ;,, working Govem111e11t companies 

As on 31 March 208 l , fue total investment in working Government companies 
comprised 22.31 per cent of equity capital and 77.69 per cent of loans as 
.compared to 25.29 per cent and 74.il per cent respectively as on 3 1 March 
2000. 

The investment (equity and long term loans) in various sectors and percentage 
thereof at the end of 3 l March 200 l and 31 March 2000 are indicated below in 
the pie charts: 

• Long-term loans mentioned in para 1.2. 1, 1.2. 1.1 and 1.2.1.2 an: ex chiding interest accrued 
anJ due on such loans. 

2 
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Chapter I, General view of (i~vernment companies and Statutory corporations 

INVESTMENT AS ON 31MARCH,2001 (Rs.8,709.49 crore) 
(Rupees in crore) 

800.3 
(9.19%) 

• DPOWER 
• OTHERS 
0 INDUSTRIES 
OFINANCING 

68.25 

• EIAGRICULTURE. ENGINEERING, ELECTRONICS & TEXTILE 

6576.78 
(75.51%) 

INVESTMENT AS ON 31 MARCH, 2000 (Rs.7,676.07 crore) 
(Rupees in crore} 

831.23 
(10.BJ-/e) 5913.97 

• DPOWER 
• OTHERS 
OINDUSTRIES 
OANANCING 
OAGRICllTURE. ENGINEERING. ElECTROMCS & TEXTILE 

(77.04'%J 

Due to significant increase in long term loans in Industry, Power and 
Miscellaneous sectors, the debt equity ratio increased from 2.95: I in 2000 to 
3.48: I in 2001. 

1.2.J.2 Workiltg S tatutory Corporatio11s 

The total investment in 3 statutory corporations at the end of March 200 I and 
March 2000 was as follows: 

<Rupees in crore) 
Name of Corporation 1999-2000 2000-Gl (ProvilioHJ) 

Capit21 Loan Caoia l Lo2• 
Orissa State Road Transport 134.98. 4 1.1 8. 134.98 69.48 
Comoralion 

' Figures are provisiona l. 
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Equity capital 
outgo from 
budget 
Loans g iven 
from budget 
Grant 
Subsidy 
towards 
(i) Projects/ 
programmes/ 
Schemes 
(ii) Other 

I 
subsidy 
(iii) Total .. 
Total outgo 

Audit Report (Commercial) for the year enclecl J I March 2001 

Name' of Corporation ~-- 1999-2000 • ... r .. 
· 2000-01 (Provisional) 

Capital Loan Capital Loan 
Orissa State Financial 87.57 536.48 87.57 6 12.25 
Corporation 
Orissa State Warehousing 3.20~ 3.40 --
Corporation 
Total 225.75 577.66 ·225 .95 681.73 

As on 31 March 200 I , the total investment in working statutory corporations 
comprised of 24.89 percent of equity and 75. l I per cent of loans as against 
28.10 per cent of equity and 71.90 per cent of loans as on 31 March 2000. 
There was increase in investment due to increase in loans in Finance sector 
and Transport Sector for disbursement of loans to more loanees and to meet 
the establishment expenditure respectively. The summarised statement of 
Government investment in working statutory corporations in the form of 
equity and loans is detail ed in Annexure-1. 

1.2.2 Budgetary outgo, grants/subsidies, guarantees, waiver of dues and 
conversion of loans into equity 

The details regarding budgetary outgo, grants/subsidies, guarantees issued, 
waiver of dues and conversion of loans into equity by State Government to 
working Government companies and working Statutory corporations are given 
in Annexures- 1 and 3. 

The budgetary outgo _(in the form of equity capital and loans) an_d 
grants/subsidies from the ..State Government to 10 working Government 
companies and 3 working statutory corporations for the three years up to 3 1 
March 2001 are given below: 

(Amount Rs. in crore) 
1998 =- 99 - -· ~- . ~ 

1999-2000 1: --.' . ~ . 
' 2000-01 

Companies Corporations Companies Cor por at ions Companies Corporations 

No. 

5 

4 

-

3 

2 

5 

10* 

Amlunt No. Amlunt No. Amlunt No. A.roount No. Amlunt No. Amlunt 

76.39 I 3.30 9 102.22 I 6.99 6 6.06 I 0.20 

132.51 I 5.75 I 5.84 I 1.50 4 14.70 - -

- - - 6 6.92 - - 2 1.83 - -

104.60 I 2.25 2 153.77 2 1.58 3 71.46 I 1.75 

0.45 I 1.60 - - - - - - l . 1.60 
' 

105.05 2 3.85 2 153.77 2 1.58 3 71.46 2 3.35 
313.95 2* 12.90 8* 268.75 2* 10.07 10 94.05 3 3:55 

s Figure is provisional. 
• Actual number of companies/corporations which received equity/loan/subsidy from State 
Government. 
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Chapter/, General view of Ciuwrn'ment companies and Statutory corporations 

In the last 3 years, the Government guarantee received on loans to working 
PS Us has decl ined from Rs. 724.95 crore in 1998-99 to Rs.683.11 crore in 
1999-2000 and further to Rs.209.06 crore in 2000-2001. The waiver of interest 
due on loans from Government has, however, increased from Rs.0.55 crore in 
1999-2000 to Rs.0.67 crore in 2000-200 I. 

During the year 2000-2001 , the Government guaranteed loans aggregating 
Rs.209.06 crore obtained by 2 working Government companies (Rs.175.71 
crore) and I statutory corporation· (Rs.33.35 crore). At the end of the year, 
guarantees amounting to Rs.4,546.66 crore against 13 working Government 
companies (Rs.4, 122.42 crore) and 2 statutory corporations (Rs.424.24 crore) 
were outstanding as aga inst Rs.4,675.07 crore in respect of 16 companies 
(Rs.4,291.90 crore) and 2 statutory corporations (Rs.383.17 crore) as on 31 
March 2000. There was a case of defaul t (Orissa State Road Transport 
Corporation) in repayment of guaranteed loans during the year. The 
Government had forgone Rs.0'.67 crore by way of waiver of interest in one 
working company (Orissa Construction Corporation Ltd.) during the year 
2000-200 I. The guarantee commission paid or payable to Government by 
Government companies and by statutory corporations during 2000-200 I was 
Rs.38. 15 crore and Rs.44.36 crore respectively. 

1.2.3 Fillalisatio11 of accounts by working PS Us 

The accounts of the companies for every fi nancial year are required to be 
finalised within six months from the end of the relevant financial year under 
Sections 166, 210, 230, 619 and 619-B of the Companies Act, 1956, read with 
Section 19 of the Comptroller and Auditor General's (Duties, Powers and 
Conditions of Service) Act, 197 1. They are also to be laid before the 
Legislature within nine months from the end of financial year. Similarly, in 
case of statutory corporations, their accounts are finalised, audited and 
presented to the Legislature as per the provisions of their respective Acts. 

However as could be noticed from Annexure-2, out of 30 working 
Government companies, only 2 working companies viz. Neelachal Ispat 
N igam Limited and Agricultural Promotion and Investment Corporation of 
Orissa Limited had finalised their accounts for· the year 2000-0 I within the 
stipulated period. During the period from October 2000 to September 200 I, 
21 ® working Government companies fi nalised 23 accounts for previous years. 
Similarly during this period, 3 statutory corporations fi nalised 3 accounts for 
previous years. 

The accounts of 28 working Government companies and 3 statutory 
corporations were in arrears fo r periods ranging from one year to eight years 
as on 30 September 200 I as detai led below: 

rw This includes Agricultural Promotion and Investment Corpora tion of Orissa Limi ted which 
finalised its accounts for the current year also. 
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SI. 
No. 

1. 
2. 

3. 
4. 

5. 
6. 
7. 

Audi! Report (Commercial) for the year ended 3 1 March 200 I 

Year from Number of · Number of working Reference to ""SI. No. of 
which years for which companies/corporations Annexure-2 
accounts are accounts are in Government. Statutory Government Statutory 
in arrears arrears companies corporations companies corporations 

1993-94 
1995-96 

1996-97 
1997-98 

1998-99 
1999-00 
2000-01 

8 2 I 1, 22 1 

6 
I 

6 - 7, 10, 11 , -
15, 17, 27 

5 2 - 12, 14 -
4 6 - 2,8, 25, 26, -

28, 29 
3 3 - 20,24,30 -
2 2 1 3, 13 3" 
1 7 1 6, 9, 16, 18, 2 

19, 21, 23 

The administrative depart~ents have to oversee and ensure that the accounts 
are finalised and adopted by the PSUs within the prescribed period. Though 
the concerned administrative departments and officials of the Government 
were appraised quarterly by Audit regarding. arrears in finalisation of accounts, 
no effective measures have been taken by the Government and as a result, the 
investments made in these PSUs could not be assessed in audit. 

1.2.4 Financial position and working results of working PS Us 

The summarised financia l results of working PSUs (Government companies 
and statutory corporations) as per latest finali sed accounts are given iri 
Annexure-2. Besides, statement showing financial position and working 
results of individual working statutory corporations for the latest three years as 
furnished by the Management are given in Annexures 4 and 5 respectively. 

According to the latest finali sed accounts of 30 working Government 
companies and 3 working statutory corporations, 16 companies and 2 
Corporations bad incurred an aggregate loss of Rs.355. 11 crore and Rs. I 01.51 
crore respectively, 12 companies and 1 Corporation had earned an aggregate 
profit of Rs.362. 11 crore and Rs. I ) I crore respectively and 2 companies bad 
not commenced commercial activities. 

1.2.4.1 Working Government companies 

1.2.4.1.1 Profit eamillg working companies and dividend 

The two working Government companies which finalised their accounts for ,. 
2000-0 1 by September 2001 had not yet commenced commercial activities. 
Similarly, out of 21 working Government companies which finalised their -( 
accounts for previous years by September 200 I , 7 companies had earned an 
aggregate profit of Rs. I 02.89 crore and only 6 companies had earned profit for 
two or more successive years. 

6 

• 



Chapter/, General view of Government companies and Stawtory corporations 

The State Government had accepted (August 1996) the recommendation of the 
I 01

h Finance Commission that the State must adopt a modest rate of return on 
the investments made in commercial, commercial and promotional and 
promotional public enterprises at the rate of six percent, four percent and one 

.percent respecti ve ly as dividend on equity. However, these guidelines were 
not complied with by any company during 2000-0 I. Out of the 7 profit earning 
companies, two accounts relate to the year prior to 1996-97 i.e. prior to 
adoption of dividend policy by the State Government. The Orissa Construction 
Corporation Limited and Orissa Small _Industries Corporation Limited earned 
meagre profit of Rs.6.30 lakh and Rs.15.85 lakb during the years 1998-99 and 
1997-98 respective ly and did not declare any dividend. The Orissa Hydro 
Power Corporation Limited, Orissa Rural Housing and Development 
Corporation Limited and Orissa State Cashew Development Corporation 
Limited though earned profits of Rs.50.38 crore, Rs.0.87 crore and Rs. 1.10 
crore during the years 1999-2000, 1997-98 and 1998-99 respectively did not 
declare any dividend. 

1.2.4.1.2 loss i11curri11g working Government companies 

Of the 16 loss incurring working Government compCUlies, 5 companies had 
accumulated losses aggregating Rs.676.4 1 crore which exceeded their 
aggregate paid up capital of Rs.398.95 crore. . . . 

Despite p9or performan~ · and complete erosion of paid up capital, the State 
Government ~rpvide~nancial assistance to one company (GRIDCO) in the 

. form of equity ·an<f loans. According to available information, the total 
• financial support provided by the State Government by way of equity during 

2000-0 I to GRIDCO amounted .to Rs.0.65 crore. 

1.2.4.2 W-0rki11g Statutory corporatio11s 

1.2.4.2.1 Profit earning Statutory corporations and Dividend. 

None of the 3 statutory corporations had finalised their accounts for the year 
2000-01. From the latest finalised accounts for previous years, only Orissa 
State Warehousing Corporation declared dividend of Rs.0.10 crore out of.the 
profit of Rs.1.31 crore during the year 1998-99. The State Government had 
provided financial support of Rs.0.20 crore by way of equity to the 
Corporation during the year 2000-0 I. 

1.2.4.2.2 Loss incurring Statutory corporations 

The other two statutory corporations, viz. Orissa State Road Transport 
Corporation and Orissa State Financial Corporation which finalised their 
accounts for the years 1992-93 and 1999-2000 respectively during t~e period· 
from October 2000. to September 200 1 had incurred loss. In both the 
corporations, the accumulated loss amounting to Rs.503.45 crore had 
exceeded the paid-up capital of Rs. 180. 77 crore. Despite complete erosion of 
paid-up capital, the State Government provided financial ass istance to these 
corporations by way of subsidies amoun ting to Rs.3.35 crore. 
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SI. No. 

( i) 

Audit Report (Crn1111wrcio /) for the y~(lr ended 31 Marcli l.Oli I 

1.2.4.2.3 Oper11tio1111/ performance of working S1111111my corporations 

The operational perforrT)<rnce of the working Statutnry corporations is given in 
Annexure-6. In the case of the Orissa State Financial Corporation, the loans 
outstanding at the close of the year had increased hy 23.45 per cent from 
1998-99 (Rs.486.40 crore) lo 2000-0-1 (Rs.600.48 crnre) whereas percentage 
increase in the amount of overdues was 43.31 in the corresponding period 
( 1998-99: Rs.533.03 c:rore and 2000-0 1: Rs.763.88 crore). 

1.2.5 Retum Oil Capital Employed 

As per the latest fina lised accounts (up to September 200 1), the capital 
employed 1 worked out to Rs.7,367.4 1 crore in 30 working companies and total 
retum2 thereon amounted to Rs.310.70 crore which is 4.22 per cent as 
compared to total return of Rs.23 l. 21 crore (3.5 per cent) in the previous year 
(accounts finali sed up tb September 2000). Similarl y, the capital employed 
and total return thereon in case of working statutory corpora tions as per the 
latest finali sed accoun ts (up to September 200 1) wo rked out to Rs.627.49 
crore and (-) Rs.59.51 crore respectively against the total return of Rs.17.65 
crore (2.96 per cent) in previous year (accounts finalised up to September 
2000). The details of capital employed and total return on capital employed in 
case of working Government companies and statutory corporations are given 
in Annexure-2. 

1.3 Non-working PSUs 

1.3.l .Jnvestmellt ill 11oll-workillg Government Companies 

As on 31 March 200 1, the tota l investment in 34 non-working Government 
companies was Rs.140.24 crorc (equity Rs.48.43 crore, long term loans 
Rs.67.85 crore and share application money Rs.23.96 crore) as aga inst total 
investment t1f Rs.62 .69 crore (equity Rs.44.06 crore and long tenn loans 
Rs. 18.63 crore) in 37 non-working Government companies as on 3 1 March 
2000. 

The classification of the non-working PSUs was as under: 
(Amount in Rs. in crore) 

Status of Number of Investment 
Non-working PSUs compa nies 

Eq uity 
. 

Long term loans 

Under liquidation 9 0.30 -

1 Capital emp loyed represents net fixed '1Ssets (including capital works- in-progress) plus 
working capital except in firrnnce comp'1nies and Coivorations where it rerrescnts a mean of 
aggregate of opening and closing ba lances of pa id-up capi tfll , free reserves, bonds, deposits· . 
and borrowings (including re finm1ce). 
2 For nilcu lating total return 0 11 capilal employed, interest on borrowed funds is added tn net 
profit/subtracted from the loss as disclosed in the profi t and loss account 
· Equit y includes shan; applicatio11 money of Rs.23.96 crore in one company which is under 
clos11n; at SI. No (' 2 1 nf l\111 11;·x11re- l ) 



-

Clwpfer I. General vi~11 · of (imvm111e11t companies and.Statwory cnrpomtions 

SI. No. Status of Nuntber of 
" 

Investment . 

(ii) 

(iii) 

Non-working PSUs companies 
Equity 

. 
Long term loans 

Under closure 23 60.84 65.62 

Under merger3 2 11.25 2.23 ·-' 
Total 34 72.39 67.85 

Of the above non-\.vorking government companies, 32 were under liquirlation 
or closure under Section 560 of the Companies /\ct, 1956, for I to 28 yea rs 
and substantial investment of Rs.126.76 crore was involved in these 
companies. Effecti ve .steps need to be taken f0r their expeditious liquidation c.r 
revival. 

The investment (equity and long term loans) in various sectors and percentage 
thereof at the enct of 31 March 200 I and 2000 are indicated below in the pie 
chart::;: 

51 .51 
(36.73%) 

INVESTMENT AS ON 31 MARCH, 2001 (Rs.140.24 crore) 
(Rupees in crore) 

lml OTHERS 

35.35 
(25.21%) 

53.38 
(38.06%) 

• INDUSTRIES, ENGINEERING AND ELEGTRONICS 

OTEXTILE AND HANDLOOM & HANDICRAFTS 

· 
3 Orissl1 Mari lirm: a11cl Chilka Area 1Jevelopmcn1 Corporntinn Ltd and Orissa rish 
Developme11t Corporati on Ltd [SI No 24 & 27o f /\nnexure- l(C) J .vere merged i111l1 0 11 1; 

eompany ncimely Orissa Piscic11ltme Developrnc11t Corrora tion Lid. However as lhe 
consolidated accounts of both lhe ·merged romran ies havt: nnt hccn [:~:.'ra red, rartirnlan; in 

·. /\nnt'xnres- 1 & 2 have het:11 i11dicf\ted sepl1Tatcly.· 

C) 



Year 

. 

1998-99 
1999~2000 

2000-01 

Total. 

1lwlit Report (CommPrcia/) f or !he yt>ar t'nrled 31 March 2001 

INVESTMENT AS ON 31 MARCH, 2000 (Rs.62.69 crore) 

12.12 
(19.34%) 

19.28 
(30.75%) 

. OTHERS 

(Rupees in crore) 

3.1 .29 
(49.91 %) 

• INDUSTRIES, ENGINEERING AND ELECTRONICS 

DTEXTILE AND H4NDLOOMS & HANDICRAFTS 

1.3.2 Budgetary outgo, grant/subsidy, guarantees waiver of dues and 
conversion of loans into equity 

During the year 2000-0 1, State Government had paid only Rs.3.54 crore as 
budgetary support towards equity . (Rs.0.0 1 crore) to one non-working 
Government company and towards grants to two non-working Government 
compani.es (Rs.3 .. 53 crore). 

1.3.3 Total establishmellt expenditure of no11-workb1g PS Us 

The year-wise details of total establishment expenditure of non-working PS Us 
and .the sources of financing them during last three years up to 2000-0 I are 
given below: .· .. 

(Amount: Rupees in crore) 

Number Total .... Financed bv 
of esmblishrnent Disposal of Loans from Government by . Othe.rs. 

PSus· expenditure investment private Wa" Of 
., ,,. .... . 

/assets parties Loans Cran ts . 
' 

7 9.08 0.20 - 3.69 4.05 1.14 

6. 3.05 0.2 1 - 0.87 0.76 1.21 

5 4. 14 - - 0.133 3.58b 0.43 

16.27 0.41 - 4.69 8.39 2.78 

A sum of Rs. 16.27 crore was spent by these companies towards establishment 
expenses during 1998-99 to 2000-0 I which was funded by disposal of assets 
and by way of Loans and grants from the State Government to that extent. 

Out of 34 non-working Government companies, only 12 companies had furnished the 
infi.irmation and out of these 12 companies expenditure was incurred by 7, 6 and 5 companies 
only for the years' 1998-99, 1999-2000 and 2000-0 I respectively. 
• Spent out of loans received (luring 1998-99. 
b Out of thi s <1 mount, Rs.0.05 crore was spent nut of grants received during I 99R-99 by 
the Company (Orissa Instruments Company Limited) from lhe State Government. 
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Year 

1965-66 
1966-67 
1967-68 
1968-69 
1970-71 
1972-73 
1975-76 
1981-82 
J 9ft2-83 
1987-88 
1989-90 
1990-91 
1991 -92 
1992-93 
1993-94 

... 1994-95 
1995-96 
1997-98 
1999-2000 
Total 

Chapter I, Generql view oi Government compunies anti Statutory corporations. 

1.3.4 Finalisatio11 of acco1111ts by 11on-worki11g PS Us 

The aceounts of 34 non-working companies were in arrears for periods 
ranging from I year to 35 years as on 30 September 200 I as could be noticed 
from Ann~ure-2 . During the period from October 2000 to September 200 I, 
six non-working Government companies at SI. Nos. I, 3, I 0, 23, 24 and 25 of . 
Annexure-2 (C) have finalised seven accounts for previous years .. 

1.3.5 Fina11cia/ position a11d working results of no11-working Government 
Co111pa11ies 

The summari ed financial re~ults of non-working Government companies as 
per latest finalised accounts are given in Annexure-2. 

- The year .wise details of paid-up capital , net worth, cash loss/cash profits and 
accumulated loss/accumulated .profit of non-working Government companies 
as per their latest finalised accounts are given below: 

(Amount: Rupees in lakh) 
No. of Paid-up Ne't worth Cash lc;is~ (-)/ Accumulated SI. No. of 

~ capital 
, 

cash profit Joss ~~)/ Annexure-2 
(+) I 

~ccumulated 

- . profit{+) 
3 7.09 - - - 6,12,13 
I 4.54 ' - - - 4 
I 4.08 - - - 31 
I 3.99 . - - - 5 -2 9.02 - - - 19,30 
2 4.80 - - - 7,29 
I 12.28 - - - 9 
2 7.29 4.67 2.19 (-)3 .17 2,20 ., 

I 35.00 - - - 26 
2 225 .47 35.62 (-)26.14 (-)21 3. 73 8,32 . 
1 10.01 10.01 - - 18 
I 0.85 0.85 - 28 - -
5 674.74 (-)59~.06 (-)271.73 (-)1911:21 14, I 5, 16,25 ,33 
I 260.00 (-)671.90 (-)333.24 (-)1286.08 22 
I 481.56 11 7.98 (-)42.40 (-)448.06 27 
I 352. 37 (-)443 .89 (-) 198.44 (-)862.09 .... 23 
1 6 19.18 330.34 8:91 (-)153.36 24 
I 2470.24 (-)0.03 (-)984.75 (-)5340.61 21 
3 469.88 (-)7028.41 (-)2585.90 (-)11629.49 1,3,10 
31° 5652.39 (-)8243 .82 (-)443 1.50 (-)2 1847 .80 

J • 

(Note: Net worth, cash loss/profit and accumulated losses/profif calculated are 
~s per the last certified accounts except in. respect of ·the companies at 
Sl.Nos.4, 5, 6, 7, 9, 12, 13, 19, 26, 29, 30 and 31 as these c6mpanies are 
defunct/closed· since long and their accounts are not avai lable. Thirty-four 
non-wor)<ing Government companies have not finalised their accounts for I to 
35 years as indicated in Annex ure-2) . 

' Three non-working companies at SI. No. I I, 17 and 34 of Annexure 2(C) did not submit the 
first a CCOll '.O lS. 

The Companit:s .i t SI. Nos,. 18, 28 and 33 have not started commercial activities. 
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SI. No. 

I 

. 
2 

3 

1111di1 Report (Co111111ercial) for the ye11r i>111ll!d JI March 200 I 

L4 . Status of placement of Separate Audit E.eports of Statutory . 
Corporations in Legislatu~e , · 

The fo llowing table indicates the status of placement of various Separate '( 
Audit Reports (SARs) on the accounts of.statutory c01vorations .issued by the 
CAG of.India in the State Legislallire by the Govern ment: 

Name of Statutory Years up to which Yms '°' wbkb SARs oot plmd io L•gii"'"" =:J 
Corporation SA Rs placed in 

Le2islature 
Year of SAR Date of issue to Reasons for :ielay 

the Government in placement in t'..e 
Legislature. 

Orissa State 1997-98 1998-99 7'h February 200 I 
Warehousimt 
Corporation (oswc) 

Orissa State Road 1991-92 1992-93 - SAR for the year 
Transport Corporation 1992-93 under 
{OSRTC) final isation. 

Orissa State Financial SA Rs upto 1998-99 had been issue.d to the State Government. Government had informed 
Corporation (OSFC) (October 2001) that SARs had neither been inc luded in the Annual Reports nor 

independently placed in the Orissa Leg_islative Assembly'. This constituted a violat ion of 
Section 37 (7) of the State f- inancial Corporations Act, 195 1. The SAR for 1999-2000 is 
under fi nalisat ion. -

1.5 Disinvestment, P.rivatisation and Rest~ucturing • of Public 
Sector Und~rtakings \ ' 

1. 5.1 Womul up Co11ipauies 

Out of 14 Pilot Project companies established during 1958 to 1960, the 
Registrar of Companies, Orissa, had informed (January 200 1) that 5 Pilot 
Project companies had bevn wound up as deta iled below: 

SI.No. Name of the Company 

I. Manorama Foundry Works Limited 

2. Ba langa Iron Works Limited 

3. Hansana th Ceramics Limited 

4. Orissa T imber Products Limited 

5. Orissa Sports Manufacturing and Fabricati9n Limited 

1.5.2 Re-structuring Programme of Government of Orissa 

As per rhe records of discussion held between Ministry of Finance, 
Govemment of India and Government of Ori ssa on 15 April 1999 fo r ;1 fi sc::; i 
reform programme, Government of Orissa was to take up a time hound i eform 

' Restructuring includes merger and clo!>urc of PS Us. 



I 

.. 

• 

Details 

>---------

Chapter I , Genf!ra/ vi I'll ' "( Gt>l'f'IWlll'llf companies and S1at111my corpflmtions 

programrne for disinvestment and re- 1r111.:1uring of certain State level Public 
Sector Enterprises. The decision of lhe Cabinet sub-Committee and rresen t 
status of the Comp~nies (Ju ly 200 I) is given below: 

Name of.the Action to be taken Date by .which · Present status 
Enterprise arlion to be 

. 
completed 

IDCOL Rolling Mill Disinvestp1ent October 1999 Reduction in manpower by 

(Unitof lDCOL) 
through priva tisatiorr enforcing YRS. 

Discussions are on with 
OSIL-(Private Sector 

I company) for running the 
un it either by conversion or 
on joint venture basis. 

!DCOL Piping aud Privatise or close October 1 999 Winding up order issued 
Engineering Work s by BIFR. 
Limited 

IDCOL Cement ' Revival/Closure 31 March 2000 Pri' atisation process is in 
Limited progress. 

Ferro Chrome Plant and Partial privatisation October 1999 As per orders of 
Kalinga Iron Government, Adam Smith 
works,(Unit oflDCOL) _ Institute is looking after the 

restructuring activitfes. 

Orissa State Textile Closure March 2000 Action for privatisation has 
Corporation Limited bc'en held up as the 

acquisition of Bhaskar 
Textile Mills (a unit of the 
company) has been 
chal lenged by the erstwhile 
owner and the judgement 
of the court is awaited. 

It would be observed from the above that none of the milestones have been 
ach ieved ti ll date (September 200 I). 

1.6 Results of audit by ~omptroller and Auditor Gene~aJ of 
India 

During the period froll) October 2000 to Septeinber 200 l , the audit of 
accounts of 25 Government companies (working 2 1, non-working 4) and- 3 
working statutory corporations were selected for review. The net impac t of the 
important audit observations as a result of review of tlie PS Us were as fol lows: 

Number of accounts ' Rupees in lakh 

Go~•ernment rompanies Statutory Government Statutory 
corpor a tions companies corporation!' 

Workfog Non·· Working Non- w~ _Non- Wori\ing Non-
working working working workfog 

(i) Decrease in profit 2 - - - 23 1.96 - - -
(ii ) lncn:ase in profit - - . - - - -
( iii) I ncn.:a~t: in lo~s 2 2 - . 22.0-1 JJ.57 - -
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Details 

(iv) Decrease in loss 

(v) Non-disclosure of 
material facts 

(vi) Errors of 
classification 

Audit Report (Commercial) fo r the yeur endt'i/ 3 1 March 200 I 

Number of accounts l_lupees in lakh '"" .. -
- - I 

Government companies Statutory Government St11tu\Ory 
coroorations companies e:orpor Jtions 

Working Nou- Working Non- w~ , Non- Wort<ir« Non-
wor king ' working working worki~g__ 

I - - - 2 1.37 - - -
-

4 I I - 7 12.73 9 1.85 127.70 -

- I - - - 648.89 - - -. 
Some of the major errors and omissions noticed in .the course of review of 
annual accounts of some of the above companies and Corporations are 
mentioned below : 

1.6.1 Errors and omissious noticed in case of Government compa11ies 

(i) Orissa Mining Corporation Limited (1994-95) 

Non-provision of stores worth Rs.96.33 lakh relating to inoperative earth 
moving machinery and time barred sundry dues of Rs.1.21 crore resulted in 
over-statement of current assets and 'Profi t by Rs.2. 17 crore. 

. .. 
(ii) Industrial Development Corporation of Orissa Limited (1999-2000) 

Excess provision of depreciation ofRs. 13.05 crore relating to earlier years was 
written back and taken to "Other Income" . This resulted in under-statement of 
loss to that extent. 

(ii.Y Orissa Forest Development Corporation Limited (1994-95) 

Provision w<ts not made for Rs.21.90 lakh being arrears of Dearness 
Allowance payable to staff. This resulted ·in ·under-statement of current 
liabilities and provisions with corresponding over-statement of profit to that 
extent. 

(iv) Orissa State Civil Supplies Corpor~tion Limited (1993-94) 

Closing stock of sugar was valued at Rs.865 .62 per: quintal instead of Rs.905 
per quinta l. Th is resulted in under-statement of closing stock and over
statement o f loss to the extent of Rs. 15.84 Jakh. 

I. 6.2 Errors and omissions noticf!d in case of Statutory Corporations 

Orissa State Warehousing Corporation ( 1998-99) 

The fact o f construction of godowns va lued at · Rs.1.04 crore on Government 
land pending fina li sation of title deed had not b·een disclosed. 
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J t.7 Recommendations for Closure of PSUs 

Even after complet ion of 2 1 years of its ex istence, the turnover of Kalinga 
Studio Limited had been less than Rs.5 crore and it had been incurring losses 
in each of the preceding five years of latest final ised accounts. Similarly, ABS 
Spinning Orissa Limited had been incurring losses for five consecutive years 
as per latest finalised accounts leading to negative net worth even after 
completion of I J years. Tn view of .the poor performance/continuous losses, 
the Government may either improve the performance of the above two 
working Government companies or consider their closure. 

J t.8 Response to Inspection Reports, Draft Paras'and Reviews 

.Audit observations noticed during audit and not settled on the spot are 
·communi-cated to the heads of PSUs and the concerned departments qf State 
Government through Inspection Reports. The heads of PSUs are required to 
furnish replies to the Inspec~ion Reports through the respective heads of 
departments within a period of six weeks. Inspection Reports issued upto 
March 200 I pertaining to 36 PS Us disclosed that 9,34 7 paragraphs relating to 
2,265 Inspection Reports remained outstanding at the end of September 2001. 
Of these, 1,220 Inspection Reports containing 4,435 paragraphs had not been 
replied to for more than l to 5 years. Department-wise .break-up of Inspection 
Reports and Audit Observations outstanding as on 30 September 2001 is given 
in Annexure-7. 

Si•nilarly, draft paragraphs and reviews on the working of PSUs are forwarded 
to the Principal Secretary/Secretary of the administr~tive department 
cor cerned demi-officially seeking confirnrntion of facts and figures and their 
comments thereon within a period of six weeks. It was however observed that 
9 d1 aft paragraphs and I draft review forwarded to the various departments 
durii1g July 2000 to June 200 I, as detailed in Annexure-8, had not been replied 
to so far. 

It is recommended that (a) the Government should ensure that procedures exist 
for action against offici<:t ls who failed to send replies to Inspection 
Reports/draft paragraphs/reviews as per the prescribed time schedule, (b) 
action to recover loss/outstanding advances/overpayment in a time bound 
schedtile and (c) revamping the system of responding to the c-.udit 
observations. 

1.9 Position of Discussion of Audit Reports (Commercial) by th~] 
Committee on Public Undertaking~ (COPU) · · 

During the period Octoher 2000 to September 200 I, the Committee on Publ ic 
Undertakings (COPU) held 20 meetings and discussq'd 8 reviews and 32 
paragraphs of the Audit Report (Commercial) for the years 1987-88' to 1998-

l :'i 



Audit Report (Commercial) for the year ended 31 M11r<"h 200 I 

99. The pos111.on of discussion of Audit Reports (Commercial) pendi.ng 1n 
COPU as on 30 September 200 1 is clet<l il ed below: 

Period·of Audit Report No. of reviews and paragraphs No. of rev~e,~s/paragraphs pending for 

I 987-88(Vol.II) 

I 987-88(Vol.lll) 

1988-89 

1989-90 

1990-91 

199 1-92 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

1997-98 

1998-99 

1999-2000 

TOTAL 

- appeared·ln the Audit Report · discussion 
· Reviews Paragraphs Reviews Paragraphs 

4 8 I 3 

4 - - -
4. 5 2 -

· 5 15 I 5 

5 11 3 3 

6 17 2 l 

4 22 2 20 

.. 4 24 2 19 

3 21 2 18 

3. 20 2 18 

4 23 ' I 6 

I . 14 I 12 

4 22 4 18 

4 25 4 25 -
55 227 27 J48 

I t.10 619- B Companies 

There were ·thre~ companies c·oming under Section 619-B of the Companies 
Act, 1956, which were non-working. Annexure-9, indicates the details of paid
up capital, investment by way of equity, loans and grants and summari se.cl 
w?rking results of these companies based on their latest available accounts. 

' . 
Out of three 619-B Companies, only one Company has fi nalised accounts for 
the year 2000-200 I. The paid up capit~ l of two companies · at SI. Nos.2 and 3 
of the Annexure-9 h<lve been eroded . 

. • 
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( _____ c_h_a p_t_e_r-_u _____ ) 

[ 2. Rev}_ews in respect of Government companies 

2A. REVIEW ON THE WORKING OF ORISSA RURAL 
HOUSING AN D DEVELOPMENT CORPORATION 
LIMITED 

Highlights 

lnvestment of surplus funds in equity-'oriented and risky mutual- funds 
· instead of investment in Term Deposits resulted i!l loss of Rs.1.18 crore 
towards interest and Rs.0.87 crore towards reduction in the face value of 
scrip. 

(Paragraph 2A.8) 

Disbursement of assistance of Rs.57.~1 crore to beneficiaries in 
Community Management Groups· without ensuring adherence to 
prescribed guidelines resulted in non-recovery of Rs.8.90 crore as on 
March 2001. 

(Paragraph 2A. 10) 

T he Company could furnish Utilisation Certificate for !>nly Rs.8.37 crore 
though grants amounting to Rs.13.50 crore were r eceived from the State 
Government. Delay in furnishing . Utilisation Certificate led to 
Govern ment of Orissa withholding release of the grant (Rs.2.10 crore) 
which could have subsidised construction of 7,000 houses. 

(Paragmph 2A.l 1.1.2. 1) 

·Failure to follow instructions of Board not to ava il of high cost loan 
coupled with delay in pursuance with the State Government resulted in 
high cost borrowings being lent at a lower rate with loss of interest of 
Rs.0.64 crore. 

(Paragraph 2A. J 1.1.3) 

During th·e period from 1996-97 to 2000-0 I, the Compa ny diSbursed 
Rs.15.57 crore towards project fina nce loan of which Rs.9.61 crore is 
overdue as on March 200 I. No action was initiated to recover the over 
dues a mount. 

(Paragraph 2A. I 2. I) 
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Audit Repert (Commercial) for the year ended 31 March 200 I 

Grant of project finance without adequate project appraisal, market 
survey or collateral security coupled with failure to take effective 
action to recover dues led to non-recovery of Rs.2.66 crore. 

(Paragraphs 2A. 12. l. 2, 12. / .3 & 12.1.4). i' 

The Credit Linked Housing Scheme failed to provide Pucca Cyclone Proof . 
houses to the cyc~one victims despite disbursement of Rs.141. 71 crore due 
to non-availability of cost effective building material and delay in 
mobilisation I disbursement of.funds by the Company. 

(Paragraph 2A.13.1) 

Company was entrusted with re-construction_ of 1,37,500 houses affected 
in the super cyclone of · October 1999. While loan had been ·partly 
disbursed (Rs.141.71 crore), 6,182 eligible ·beneficiaries were d~prived of 
the balance loans {Rs.7.42 crore) due to injudicious decision of the Board. 
Further, 10;809 beneficiaries were deprived of the benefit-of assistance 
due to non-inclusion in 'the waiting list in ~ieu of those dropping out on 
inclusion under oth'er schemes.· · 

(Paragraph 2A.13.2) 

Physical verification of implementation of the scheme at ground level in 
Gram Parichayats of 5 severely affected districts revealed that only 13 per . 
cent of loanees physicalJy verified had completed their houses even after 
one year after the cyclone. There were also cases of irregular selection of 
beneficiaries, unrealistic disbursement of assistance and lack of awareness rt 

which retarded the rehabilitation effort. 

(Paragraph 2A. I 3.4) 

j 2A.l Introduction 

The Orissa Rural Housing and Development Corporation Limited (ORHDC) 
was incorporated on 19 August 1994 as a wholly · owned Government 
company with the main objective of financing, promoting and developing 
rural housing and related activities and to provide financial assistance for rnral 
housing purposes either directly to the individual or through Voluntaty Groups 
like Community Management Groups, etc. 

Since financing of rural housing acti vities did not leave an adequate margin of 
return , th~ Company adopted (June J 995) a policy of financing rural housing 
activi ties up to 60 per cent of its business and devoting the balance 40 per cent 
to urban housing finance and other high yielding housing finance activities 1 
with · a view to cross subsid ising the meager income from rnral housing 
acti vi ti es. 
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Chapter II, Reviews relating to Government companies 

· Orminii~nal Set up 

The management of the Company is vested in a Board of Directors consisting 
of eight Directors including a Chairman-cum-Managing Director (CMD). The 
day to day management of the Company was controlled by the CMD upto 4 
January 2000 and thereafter by a Managing Director who is assisted by a 
Company Secretary and two Executive Directors. The Company bas fourteen 
District Offices which are managed by Assistant Administrative Officers. 

I 2A.3 Scope of Audit 
' 

The working of the Company for the period from 1996-97 to 2000-2001 with 
emphasis on implementation of Housing Finance Schemes was reviewed in 
audit during October 2000 to February 2001 and the results thereof are 
discussed in the succeeding paragraphs. 

i 2A.4 Capital S\ructure and Borrowings 

As against the authorised share capital of Rs.60 crore (Equity: Rs.50 crore and 
Preference: Rs. 10 crore), the paid-up capital of the Company as on 31 March 
2000 was Rs.7.75 crore (Equity: Rs.7 crore and Preference: Rs.0.75 crore). 
The borrowings of the Company as on 31 March 2000 stood at Rs.175.85 
crore. 

i 2A.5 Financial Positio.n and Working Results 

The Company had finalised its accounts up to 1996-97 and prepared 
provisional accounts upto 1999-2000. The financial position and working" 
results of the Company for the last four years are given in Annexure-1 0. 

As would be seen from the working results, the Profit (before Tax) bad 
declined from Rs.144.75 lakh in 1996-97 to Rs.94.24 lakh in 1999-2000. The 
reduction in profit was due .to decline of profit margin from 35.82 per cent in 
1996-97 to 16.48 per cent in 1999-2000 and some of the main reasons for the 
decline in profit as observed in audit were as follows: 

(i) Poor recovery of dues from Economically Weaker Section (E~S) 
beneficiaries (Kalinga Kutira Scheme) which restricted revenue 
avai l~b ility for recycling of funds (Paragraph 2A. l 1. 1.1 ), and 

(ii) Heavy burden of interest on deposit from EWS beneficiaries utilised· 
for disbursement to loanees under Project 'Finance Scheme from whom 
the corresponding recoveries were not forthcoming (Paragraph 
2A. 12. l) . 
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Non-investment of 
the surplus funds 
resulted in loss of 
interest of Rs.0.J 7 
crore. 

Audit Report (Commercial) for the yeur ended 3 I March 2001 

While accepting tlie audit comments, the Management stated (July 200 I) that 
it was planning for better fund management and higher profitability. 

I 2A..6 
. . 

.Lack of Budgetary Control 
J 

The Company places its Annual Budget before the Board and obtains its 
approval before commencement of each financia l year. It was observed in 
audit that though the percentage of sho1ifall in achievement in disbursement of 
housing loans during the four years ending 1999-2000 ranged between 39 and 
88 (rura l sector) and 42 and 86 (urban sector), the shortfalls in achievement of 
the targets were neither analysed by the Management nor were they placed 
before the Board for consideration thus denying the Board an opportunity to 
exercise meaningful control over the budget. ' 

The Management noted (July 2001) the observation of .audit for future 
guidance. 

I 2A.7 Cash Managemeat · - I 

The Company hap neither evolved a system of forecast bf funds required nor 
prepared periodical cash/fund flow statements. Board desired (April 1998) that 
fortnightly or monthly cash flow ,statements be prepared and placed before 
them periodically to ensure a match between resourcing and uti li sation of low 
cost/high cost funds so as to arrest any cash loss. Tt was observed in 'audit that ,..t 

cash flow statements had never been prepared and placed before the Board 
since its inception till date (August 200 I). In this connection, the following 
observations are made: 

(i) There was no proper maintenance of records at Head office indicating 
the tota·I funds required to be released under each scheme or released from 
time to ·time; 

(i i) Funds were released to District Offices without considering the cash 
and Bank balances available with them. resulting in substantial accumulation 
of funds. A test check revealed that in fi ve District Offices (Cuttack, 
Kendrapara, Jagatsinghpur, Jajpur and Puri) the surplus funds were not 
judiciously deployed to earn interest. Non-investment of such funds ranging 
from Rs. 1.13 crore to Rs.9.52 crore for the periods from 7 to 132 days resu lted 
in loss of interest o f Rs. 17. 18 lakh (ca lculated at 8 per cent per annum 
applicable for short-tenn deposits); / 

-
(iii) Periodical reconcili ation of funds re leased to District Offices was nol -( 
done; 

( iv) Physical verification of cash was never conducted in any of the District 
Offices and Corporate Office; 
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Failure to adhere to 
Government 
instruction and 
disinvest the risky 
mutual funds 
resulted in loss of 
interest of Rs.1.18 
crore. 

Chapter JI, Reviews relating to Government companies 

(v) There were no in ·· tructi ons to District Offices for trans fer of funds to 
Head Office; and 

(vi) A test check of records of Head Office revealed that the Company was 
ca rryi ng heavy cash ba iances ranging from Rs.0.39 lakh to Rs. l3.22 lakh due 
to non-assessment o f daily requirement of funds for expenditure. There is no 
stipulati on as to the minimum cash ba lance to be maintained. C losing balance 
of cash was not authenti cated on dai ly bas is. 

The Management noted (July 2001) the observations of a11dit for future 
gu idance. The fact rema ins that there had been lack of adequate financial 
control by the Management. 

I 2A.8 Investment 

rnstead of investing funds in approved secunt1es, the Company invested 
Rs. l .50 crore (January 1995) in the equity •linked Mutual Fund of General 
Insurance Company (Fortune 1994) and Rs.1 crore (April 1995) of Canara 
Bank (Canganga) at face value of Rs. l 0 per uni't. The State Government issued 
instructions (November 1996) that Pub I ic Sector Undertakings should not 
invest thei r surplus funds in equity oriented'. or •r isky Mutual Funds. It was 
stipu lated that investments already made which were not in confo rmi ty with 
the above guidelines should not be renewed after maturity and were to be 
retired to fa ll in line with the above mentioned guidelines. The Net Asset 
Va lue (NAY) in ·March 1997 aggregated to · Rs. l.95 crore. However, the 
Company did not 'liquidate (di sinvest) the units held by it. T he va lue of 
investment in March 2001 declined to Rs. 1.62 crore. 

Thus, by not complying with the instructions of the State Government in 
March 1997, the Company lost Rs.87. 15 lakh due to declining NA V and also 
the opportunity of earn ing interest of Rs. l.18 crore by deploying the 
rea lisations in fi xed depos its. 

The Management stated (July 200 l) that it would di spose of the units soon 
after the unit price becomes at least at . par. lt added that instructions of 
Government would be adhered to in fu ture. The reply is not tenable since the 
NA V of the Mutual Funds were in dec lining trend and early compliance was 
not shown to Government instructions. 

I 2A.9 Sanctio11, Disbursement and Recovery of Loans 

T he sanction and disbursement of loans to Rural Housing and Urban Housing 
Schemes during the last four years upto 1999-2000 are given in Annexure- l'li . 
It would be seen from the Anncx ure that the percentage of di sbursement in 
case of urban housing finance has gone up from 11 ( 1996-97) to 75 (2000-0 I). 
The irregularities in sanction, disbursement and recovery noticed in aud it 

21 



Disbursement of 
Rs.57.21 crore to 713 
CMGs without 
observing the terms 
of CMG bye-laws. 

The Company could 
not recover Rs.8.90 
crorc from the 
CM Gs. 

Audit Report (Commercial) fo r the year ended 3 1 March 2001 

under various schemes have been discussed in paras 2A. l 1, 2A. 12 and 2A. I 3 
infra. 

I 2A.lO . Community Management Groups (CMG) 

One of the primary objectives of the Company was to provide financial 
assistance fo r rural housing through involvement ef the local people by means 
of Community Management Groups (CMG). CMGs are organised by the 
people themselves as per bye-laws approved by the Company and registered 
under the Societies 'Re~istration Act, 1860. 

Before avai ling financial and other assistance from the Company, every 
member of the CMG should open a Savings Bank. Account with minimum .. 
deposit of Rs.400. The Company would hold a lien over this fund and the 

1 CMG should ensure inter a/ia the daily/weekly/monthly deposits as prescribed 
from time to time by the Company towards repayment of loans taken by its 
rnemb~rs . · 

Scrutiny of the records· of the Company revealed that the 
1
Company disbursed 

(upto March 200 1) Rs.57.21 crore to 27;~0 EWS beneficiaries of 713 CMGs 
despite non-observance of the following conditions required as per the bye-

· laws: 

(i) required undertaking from the CMGs was not obtained before granting 
financia l assistance to them; 

(ii) designated Officers were not appointed by the Company in any of the 
CMGs to monitor the fu nds; 

(i ii) Chartered Accountants were not appointed to audit the funds of the 
CMGs n?r were utilisation certificates obtained from them; 

(iv) daily savings through Women Saving Promotion Groups (WSPG) was 
not ensured which affected the recovery of loans from the EWS beneficiaries; 
and 

(v) completion report of construction of houses was not received from any 
of the CMGs. 

In the absence of exercise of such control by the Company over the CM Gs, the 
Company could neither ensure the disbursement of loan to actual beneficiaries 
nor could it recover its dues from the CMGs amounting to Rs.8.90 crore as on 
March 200 1. 

The Management stated (July 200 1) lhat the def!cieRcies observed by audit 
wou ld be taken care of before any further release to CM Gs. 
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Year 

Target 
of 

IJ loanees 

. (No)' 

!~~ 

r! 
~ 

1995-96 10000 
1996-97 15000 
1997-98 10000 

I 998-99 10000 
1999-00 12000 
2000-01 -<p 

Total 57000 

> 

Chapter II, l?.eviews relating to Government companies 

I 2A.H. Implementation of Rural Housing Sch.emes · 

Implementation of different Housing Schemes undertaken by the Company for 
the benefit of EWS and SC/ST loanees with the finance from State 
Government, HUDCO and Commercial Banks are discussed below: . 

2A.11.1 Kalinga Kutira Scheme 

The Company has an ongoing programme called 'Kalinga Kutira Scheme' 
(KKS) for grant of l_oans to EWS beneficiaries under CMG mechanism for 
construction of fire proof houses. Under the scheme, each beneficiary was to 
get loan of Rs. 19,500 against the unit cost of Rs.26,400 of the house which 
were revised to Rs.25 ,000 and Rs.35,000 respectively with effect from April 
1997. The year-wise target and achievement vis-a-vis amount sanctioned and 
disbursed by the Company to the beneficiaries under ,KKS during the period 
1995-96 to 2000-0 1 was as follows: · · 

Sanctioned - Actual Physical p rogress of cdnstructiQn aiPercentage of 
Disbursement as on of houses completion of 
31 March 2001 . houses to 

No. Amount No. of Amount Not In Completed foanees 
of (Rs. in loanees (Rs. in started progress (Cumulative) 
loane crore) crore) ' 
es ·~~· , h. ,.;-,Ji 

8216 18.64 . 78 10 15.54 510 4400 2900 37 
124 18 31.00 9607 21.36 957 6490 2160 22 
10190 25.50 5791 11.86 1142 3664 985 17 

' 

537 1.34 398 0.77 18 266 114 29 
9667 24.29 4164 7.62 1524 23 19 321 08 

97 0.29 50 0.06 50 - - -
411 25 101.06 27820 57.2 1 4201 17139 6480 23 

It would be seen that only 72 per cent of the target of sanction of loans' could 
be achieved over the 6 years from 1995-96 to 2000~-0 l. It was observed in 
audit that one_ of the reasons for the low percentage of completion of houses 
was the inadequate amount of assistance of Rs.1 5,000/Rs.16,000 actually 
rendered to the beneficiary as a part of the loan amount (Rs.4,500/Rs.9,000) 
was retained as fixed deposit of the loanee to ensure repayment in terms of the 
provisions of the Scheme. The position was further aggravated by rion-release 
of Central/State grant to the beneficiaries for physical progress of the houses 
and non-supply of cost effective building material by the building centres to 
whom part of the loan amount was paid directly. In view of the above 
defective schematic provisions, the very aim of the Scheme of enabling 
bomeless people to secure affordable shelter was defeated. 

Further, as per the agreement made by the beneficiaries with the Company, the 
beneficiaries were to avai l the loan within 14 months from the date of sanction 
fa iling which the loan was to be cancelled by the Company. It was observed in 
audit that in spite of non-dr~wal of Joan by 16, I 09/ beneficiaries within the 

"' No target was fixed due to implementati on of Credit Li nked Housing Scheme for cyclone 
victims. 
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stipulated period, the Cornpao.y has neither cancelled the loan amount not yet 
disbursed (Rs.10.17 crore) nor initiated recovery action for the disbursement 
made (Rs.29. 70 crore) so Jar (August 200 L). · 

Tbe Management accepted (July 200 I) the facts. 

2A. ll. l. l Demand aml Recove1y of loans from beneficiaries under 
Kali11gll Kutira Sch eme 

The loans sanctioned to beneficiaries under Kalinga Kuti ra Scheme was 
recoverable at the interest rate of I l per cent per annum in 180 monthly 
instalments and recovery would start after full di sbursement of loan with no 
moratorium~ The cumulative position of demand, collection and balance as at 
the end of each-of1t~e· five years up to 2000-0 I was as follows: '· • 

(Rs. m lakh) 
Year Gumulative Collection Balance at Percentage of 

demand During Cumulative the end of cumulative 
:. 

the Year the year collection to 
demand 

1996-97 19.64 0.40 0.40 19.24 2.04 
1997-98 85. 11 0.40 0.80 84.3 1 0.94 
1998-99 255.54 1.93 2.73 252.8 1 1.07 
1999-00 547.14. 3.24 5.97· 541.17 1.09 
2000-0 1 902 .27 6.59 12.56 889.7 1 1.39 

The main reasons attributed for the poor recovery position was that · the 
Company was not equipped with the field machinery requireCI for recovery, 
non-initiation of legal action for recovery, non-implementation of saving 
schemes by the CMGs and poor repayment . capacity on tbe part of 
beneficiaries. The Company has not devised a system of maintaining loan 
ledgers and issue of demand notices to fac ilitate pursuance of collection. 

Since the physical recovery of rural housing loans through CMGs was not 
satisfactory, Board advised (November 1997) the Company to set up a 
recovery mechanism by adopting the fo llowing strategics: 

(i) to obtain individual as well as group guarantee from all the members of 
the CMG and to obtain mortgage of individual properties of the 
executive committee members of the CMG; 

(ii) to involve Gram Panchayat functionaries in the recovery process on 
payment of incentives; and 

(iii) to involve revenue authori ties in the recovery process on payment of 
incentives. 

Audit noticed that neither were 1he above pr.oposals implemc.::nt..;d till date. 
(March 200 I) nor was the Boa1 d ever appraised of the action taken · in the 
matter. 

The Management stated (July 200 I) that the Company bad opened district 
level offices arid staff was entrusted with disburseri1ent and recovery action. It 
was added that Government had been requested to include the recovery of 
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Irregular adjustment 
of Rs.2.59 crore 
towards recovery 
from loanees. 

Chapter II. Reviews relating to Government companies 

Ews* housing loans under the Orissa Public Demand Recovery Act. The fact 
remains that the Company opened district offices belatedly in January 2000 
,which could have been done much before to improve the recovery position. 

2A.11.1.2 Utilisation of Grant Received under Kalinga Kutira Scheme 

l 2A.11.1.2.J State Govemment Grants 

The Company receives grants from Government of Orissa towards 
construction assistance for disbursement (at the rate of Rs.3000 per 
beneficiary) to EWS beneficiaries under Kalinga Kutira Scheme to meet the 
transportation cost of bui lding material and to meet the shortfall , If any, for 
repayment of loan which arises only after full disbursement of the loan. 
During the period from 1994-95 to 1998-99, the Company received grants of 
Rs. 13.50 crore in respect of 45,000 beneficiaries. In thi s connection, audit 
noticed that: 

( i) as aga inst Rs. 13.50 crore received, the Company furni shed Utilisation 
Certificates (UCs) for on ly Rs.8.37 crore including diversion of Rs.72 ,lakh to 
Orissa State Housing Board; . · · 

/ 

(i i) out of Rs.3 crore of grant relating to 1997-98, grant 'of Rs.2. 10 ·crore 
was withheld by the Government of Orissa fo r want of UCs. Audit noticed that 
no action was taken by the Company for release of the grant. The unreleased 
grant of Rs.2 .10 crore could have subsidi sed construction of houses for 7 ,000 
more beneficiaries. Due to non-submission of UCs, Government of Orissa 
stopped release of grants from 1999-2000; and 

( iii) the grants (Rs.7.65 crore) utilised for repayment of loans includes 
irregular adjustment of Rs.2.59 crore towards recovery from 8,642 loanees 
who availed only a part of the loan. 

The Management stated (July 200 1) the balance amount of grant could not be 
di sbursed because of non-release of housing loan by HUDCO. lt was added 
that since the repayment of loan from EWS benefi ciaries was not certain, the 
grant was adj usted against their repayment. The reply is not tenable since the 
Company di sbursed loans to 27,820 beneficiaries but adjusted the grant 
against only 25 ,5.00 beneficiaries and there was scope for further utilisation of 
the grant to the extent of Rs.69.60 lakh. 

2A.J 1.J.2.2 Central Govemment Grants 

During the period from 1994:95 to 1996-97, Company received grants of 
Rs.6.04 crore from the Central Government for disbursement to EWS 
beneficiaries under the Kalinga Kutira Scheme. The grant was to be disbursed 
at the rate of Rs.5,400 for construction of new houses. As per the gu idelines, at 
least 75 per cent of amount drawn was to be utili sed be fore release of further 
Central grant. Fo llowing observations are made in audi1: 

• EWS- Economica lly We<1kcr Section 
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A udil Report (Commercial) for the year ended 3 1 March 200 l 

(i) though Rs.6.04 crore was stated to have been util ised, utilisation 
certificates have not been furnished so far (March 2001) in spite of repeated 
requests by the State Government. As a result, the Company could not avail a 
further grant of Rs.8.95 crore in respect of 16,580 beneficiaries for the period _,. 
from 1997-98 to 2000-0 1; and ' 

(ii) instead of utilising the grant for di sbursement to the benefic iaries as 
per the guidelines (September 1994) for expandi ng the physica l programme, 
the Company adjusted the same towards recovery at the rate of Rs.4,300 per 
loanee which adverse ly affected the completion of the houses. 

The Company's reply (July 200 1) was silent about non-fumishing of util isation 
certificates to Government in support of the grant uti lised wh ich would have 
enabled release of further Central grant. 

2Al J.J.3 Non-disbursement of high cost borrowings to beneficiaries 

During 1994-95, the Company avai led long-tenn loans at 9 per cent interest 
per annum from State Government for disbursement to beneficiaries under the 
Kalinga Kutira Scheme at the rate of 10 per cen t interest per annum. In 
February 1996, the State Government while releasing the loan of Rs.2 crore 
enhanced the interest rate on borrowings under the scheme from 9 to 13.5 per 
cent which resulted in the scheme becoming unaffordable fo r the EWS. Board 
resolved (November 1997) i.e . after a lapse of more than one and half years, 
that Government should be requested either to subsidise the interest burden or 
allow the Company to utilise the funds for disbursement of housing loans to 
beneficiaries other than EWS or otherwise not to avai l of the loans at al l. 
Government of Orissa was requested (April 1998) after a further delay of s ix ~ 
months to accord approval to the Company to uti lise the borrowings.· for 
lending to low, income groups and middle income groups for housing purposes 
at interest rate of 13.5 per cent and above under the overall scheme. The 
Company availed an amount of Rs.5.04 crore (March 1997) and Rs.5 crore 
from November 1998 to March 1999 out of the amount sanctioned during 
1997-98 at higher rate of interest and utilised it for disbursement to EWS 
beneficiaries at a lower rate of interest (I 0 per cent). Government of Orissa 
intimated (September 1999) that diversion can not be pe1mitted and directed 
the Company to refund the entire high cost borrowings along with interest at 
13.5 per cent per annum if the Compan y was unwilling to take ·up the scheme. 
Thereafter, the Company decided (January 2000) to repay the high cost 
borrow ings and accordingly the amount of Rs. I 0.04 crore along w ith interest 
at 13.5 per cent (Rs 2.49 crore) was repa id (Apri l 2000). 

Thus, due to delay in pursuance of the matter with the State Government, the 
Company saddled itsel f with high cost of bonowings with loss of interest of 
Rs.64.43 lakh which could have been avoided/reduced had the Company 
fo llowed the Board 's instruction of November 1997. i-

The Management stated (July 200 I ) that funds rece ived by the Company were 
in the shape of basket of borrowings and lent ~ith average margin in rura l and 
urb::;n sector yie lding appropr iate profit. The fact remains that the Company 
had to sustain a loss as it continued to avai l loans even after coming to know 
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of Government's decision to raise the interest rate without first resolving the 
matter. 

2A. l l .J.4 Non-application of enhanced interest rate 

One of the sources of financing of the rural housing scheme is borrowings 
from HUDCO at 9 per cent rate of interest per annum. HUDCO enhanced 
(August 1999) the rate of interest on rural housing scheme loan from 9 to I 0 
per cent with effect from 20 March 1999. However, the Company enhanced 
the lending rate with effect from 1 October 1999 for fresh sanctions only. 

It was observed in audit that as per the terms of the agreement between 
HUDCO and ORHDC, the former reserved the right to re-set the interest rate 
after interval of 5 years. However, this contingency was not taken into account 
by ORHDC while entering into agreement$ with the beneficiaries i.e. 
incorporating an enabling clause for revis ion of interest rates from dates 
intimated by HUDCO. Failure to incorporate such a clause to enhance the rate 
of interest Jed to loss of Rs.1.17 crore on 4,041 nos. of fresh loans amounting 
to . Rs.10.17 crore sanctioned by the Company between Apri l to September 
1999. : 

The Management accepted (July 200 1) the facts. 

2A.11.J.5 Avoidable payment of Penal Interest 

In terms of the loan agreement with HUDCO, in the event of default in 
payment of instalment of loan and/or interest on the due dates, the Company 
was liable to pay .penal interest for the defaulted period at the rate equivalent 
to the average cost of borrowing of ~CO over and above the other charges. 

Audit observed that there were delays ranging from 16 to 86 days on three 
occasions in repayment of dues for the quarters ending June 1999 and from 
June 2000 to March 2001 despite availability of funds which resulted in 
avoidable payment of penal interest to the extent of Rs.5 1.38 lakh. The penal 
interest occurred due to lack of any system of checking demands raised and 
adjustment made by HUDCO. 

The Management stated (July 2001) that HUDCO had been requested for 
waiver of the penal charges and the Company was hopeful that it would be 
considered sympathetically by HUDCO. The fact remains that had the 
Company paid the instalments of loan in time, question of payment of penal 
interest would not have arisen. 

2A.JJ.2 Differential Rate of Interest (DRJ) Scheme for Scheduled Caste 
alld Sclteduled Tribe Beneficiaries 

To provide housing to rura l SC/ST beneficiaries, Board decided (June 1995) to 
finance I 0,000 SC/ST benefic iaries by availing low cost funds of ORI Scheme 
(at the interest rate of 4.25 per cent) through the Indian Bank. The Scheme 
envisaged construction of I O,ooo· houses at a cost of Rs.22.50 crore (unit cost 
Rs.22,500) which was to be shared by Indian Bank Rs.5 crore, ORH_DC 
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Rs. 14.50 crore and the beneficiaries Rs.3 crore. The Company availed Rs.5 
crore from Indian Bank in September 1995 which was to be repaid within 7 
years from the date of ava ilment. Audit scrutiny revealed the fo llowing: 

(i) The Company utili sed only Rs.2.8 1 crore aga inst 5,6 16 beneficiaries at.-/ 
the rate ofRs.5,000 each till March 1998 which was just 56 per cent of the low ) 
cost funds availab le from Indian Bank for the scheme. In the absence of li st of 
beneficiaries along with indivitlua l loan agreements, sanction letters and 
recovery details, the authenticity of disbursement of Rs.2.8 1 crore could not be 
verified in audit, and 

(ii) The Company diverted (December I 997) Rs . I .6 I crore towards 
repayment of instalments of loan thus defeating the objective of the scheme. 
The balance amount of Rs.3.39 crore was repaid by December 2000 to the 
Bank without actual recovery from the beneficiaries and the loan was fore
closed. Further, such dec is ion was not placed bef?r~ the Board. 

The Management stated (July 200 I) that in the absence of demand from 
SC/ST .people, the loan account was closed out of the ava ilable resources. The 
reply is not tenable since the loan account was closed (partly out of the loan 
fund) due to non-arrangement of matching contribution by the Company. 
Further, the Company did not mention any thing regarding authenticity of the 
disbursement observed by audit. 

2A.J l.3 lmp/eme11tatio11 of Credit-cum-Subsidy Scheme 

Government of India ·launched (Apri l 1999) a Credit-cum-Subsidy Scheme to 
meet the housing needs of rural poor having income upto Rs.32,000 per 
annum and not covered under Indira Awas Vojna (JAY). T he State . ..J. 
Government entrusted the Company with implementation of the Scheme. As 
per the Scheme, the unit cost of the house would range from Rs.20,000 to 
Rs.40,000 with subs idy component of Rs. l 0,000 to be shared in the ratio of 
75:25 between Central and State Government. The fo llowing irregularities 
were noticed in the implementation of the Scheme: 

(i) Though the Company had submitted the progress reports/utilisation 
certificates (May 2001) against Rs. I 7.02 crore (29,458 loanees) received, the 
authenticity of these cou ld not be verifi ed in aud it in the absence of the 
required records viz. registers showing the number of applications received 
and deta iled li st of beneficiaries sanctioned/disbursed; 

(ii) Guidelines for open ing separate bank account and separate receipts and 
payments were not followed; and 

(i ii) Though the Company was to avai l loan from HUDCO for granting 
loan to the benefi ciaries under this scheme, no arrangement was made by the 
Company to ava il such loan as a result of which the authenticity of Y 
disbursement of subs idy is doubtful. 

The Management stated (Ju ly 200 I) that it had fu lly uti li sed the subsidy 
component received under the scheme and uti lisati on certifi cate had been 
furnished to Govern ment in May 200 I. T he rep ly is not tenable due to the fact 
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that the detailed list of beneficiari es was not made avai lable to audit despite 
repeated requests and hence the authenticity of disbursements could not be 
verified in audit. Further, there was need for arrangement of loan fu nds for 
~ompletion of the houses as per the terms of the scheme launched before the 
cyclone. 

I 2A.12 Urban Housing Scheme · 

2A.J 2.1 Project Finance scheme for compa11ies and corporate bodies 

As a part of U rban Housing Scheme, the Company provides financial 
assistance to companies and corporate bodies engaged in construction of 
residenti al fl ats in urban areas. Disbursement of sanctioned loan commences 
after submission of detailed project report, ensuring title deeds, hypothecati on 
of mortgage deeds and execution of agreement by the loanee. Loan is 
recoverab"le over a maximum period of 15 years at 17 to 2·1 per cent rate of 
interest in monthly/quarterly/half yearly instalments. Disbursement is made 
depending upon matching capital contribution of the promoter and physical 
progress of the project and pre-disbursement inspection conducted by the 
Company. 

During the period from 1996-97 to 2000-0 1, the Company disbursed Rs.1 5.57 
crore towards proj ect finance loan to 27 projects. The amount recovered and 
overdue as on March 200 1 was Rs.5.08 crore and Rs.9.6 1 crore respectively. 
No action had been initiated by the Com pany for recovery of the overdue 
amount which adversely affected the fi nancial position of the Company as 
di scussed in the fo llowing paragraphs. Further, in terms of loan agreements, 
the Company was to recover penal interest at the rate of 3.5 per cent per 
annum on the defaulted amounts. However, the Company had not claimed 
penal interest amounting to Rs.23 .49 Jakh (up to December 2000) from the 
defaulted loanees so far (February 200 I). 

The M anagement stated (July 200 I) that action had been initiated for 
collection of overdues including money su its from chronic defaulters. 

2A.12.1.1 Iueffective Project Appraisal 

Audi t scrutiny of the project appraisal made by the Company revealed that the 
Company had not established a Proj ect Appra isal Cel l with expert 
professionals for sound and effecti ve project appraisals as a result o f which 
many proj ects were not successfu l resulting in poor recovery of dues of the 
Company. A test check of projects implemented revealed various defi ciencies 
viz . irregular disbursement of loans, lack of monitoring/inspection, selection 
o f ineffi cient promoters and inaction fo r recovery as discussed below: 

2A.12.J.2 Loss <lue to improper disbursement of Term loans 

A term loan of Rs. I crore was sancti oned (December 1997) to Pawani 
Foundation Pvt. Ltd . (PFPL), Bhu banesw<1r, for constructi on of <1 housing 
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project viz. "Saradhapooree" at Puri . The principal amount of Rs. I crore was 
repayable on 2 April 2000. The loan was to be disbursed on receipt of 
mortgage of the project land and constructions thereon along with collatera l 
security of additional freehold land , lien on 18 flats in the project to be 
constructed, personal guarantee of the Directors and demand promissory note ~ 

of Rs. I crore. The project cost of Rs.4.79 crore was to be funded by promoter 
(Rs.0.35 cror'e) , advance from customers (Rs.3.44 crore) and loan from tbe 
Company (Rs. I crore). The Company re leased Rs.30 lakh in January 1998. 
Following ohservations are made .in audit: 

(i) No tripartite agreement binding the loanees lega lly to pay the dues was 
made between the land owners, Bui lder and ORHDC; 

(ii) The term loan was di sbursed on various dates without due verification 
of contribution/ investment brought in by the builder and physical progress of 
construction certified by technical experts. Thus, utilisation of loan for the 
purpose of sanction was not ensured; and 

(iii) Though PFPL was not able to execute the project due to paucity of 
funds, yet the Company disbursed (April to September 1999) the balance 

· undrawn loan (Rs.70 lakb) to the new joint venture of PFPL and JP 
Constructions without proper appraisal and without placing the proposal 
before the loan sub-committee and without tripartite agreement with the land 
owners and promoters. Further, the amount inves.ted by the builder upto March 
1999 was just Rs.7. 75 lakh. Despite knowing the dismal financial position of 
the bui lder, the Company released further instalments of Rs.70 lakh which 
lacked justifi cation. 

Thus, disbursement of loan without obtaining adequate security coupled with 
failure to take legal action for recovery or by invoking personal guarantee 
resulted in non-recovery of Rs. 1.43 crore which had become overdue since 
July 1999 (Interest) and Apri l 2000 (Principal Rs. I crore). 

The Management stated (July 200 1) that tripartite agreement was not done as 
per legal opinion and registered Power of Attorney was created by the land 
owners. However, the reply of Management is silent .about the recovery of 
outstanding dues and completion of the project. Further, in the absence of 
tripartite agreement, one of the landowners cancelled (June 1999) the Power of 
Attorney due to which the Company was not able to enforce the security 
created. 

2A.12.J.3 Defective project appraisal 

Sarthak Builders (P) Limited (SBPL), Cuttack had avai led (March-September 
1995) a term loan of Rs.75 lakh from U C Housing Finance Limited 
(LICHFL) for construction of a Hous ing Project viz. ' Sarthak Tower' at 1 

,r 
Cuttack at a project cost of Rs.1.71 crore. The Project could not come up 
because o f differences amongst the Directors of SBPL leading to a deadlock in 
the management. On a revival proposal (24 February 1998) of SBPL, the. 
Company di sbursed a term loan of Rs.SO lakh (August and November 1998) 
carrying an interest rate o f 19 per cent aga inst an equitable mortgage of land 

30 

-

.. 



-

-

.. 

-l 
I 

', 

Disb ursement of loan 
without ensuring 
viability of the 
project and without 
proper security led to 
recovery of Rs.0.90 
crore being rendered 
doubtful. 

Chapter II. Reviews relating to Government companies 

and building on pari passu with LICHFL and personal guarantee of Managing 
Director (MD) and Directors of SBPL. The repayment of principal was to 
commence from February l 999 and interest from August 1998. The Company 
received only Rs. 10.29 lakh ~ut of its interest dues of Rs.24. 10 lakh and did 
not receive any amount towards principal resulting in overdue of Rs.63.81 
lakh (March 200 1) since Febrnary l 999. Following irregularities were noticed 
in audit: 

(i) the Company disbursed another term loan of Rs.22.50 lakh between 
June 1998 and June J 999 to Sri S.K.Mohanty, MD of SBPL, out of sanctioned 
loan of Rs.25 lakh aga inst the same personal security obtained from the MD 
for the first loan without executing agreement. Against this second loan, the 
Company received onl _x,Rs.6.90 lakh and the overdue stood at Rs.25.74 lakh 
since June 1999 (Interest) and August 1999 (Principal); 

(ii) the Company had not co llected demand promissory note for its dues as 
a token of security as specified in the sanction order; and 

(iii) · the Company sanctioned and disbursed the loans to SBPL without 
verifying the viability of the project. 

Thus, · disbursement of loan without"proper appraisa l and security 1resulted in 
the locking up of borrowed funds.of the Company to the tune ofRs.89.55 lakh 
(Principal Rs.69.1 6 lakh and interest Rs.20.39 lakh). Further, the chances of 
recovery of the amount is doubtful in view of pari passu agreement with 
LICH FL as well as lack of sale of flats. 

The Management stated (July 2001) that project viability was estimated on the 
basis of ava ilab le residential flats and the builder was asked to provide 
collateral securi ty towards the personal loan. The reply is not tenable since the 
assumptions as to marketability of the flats had not been properly supported by 
survey/market data which resulted in their non-disposa l. 

2A.J 2.1.4. Disbursal of loau without proper doc11meutatio11 

A term Joan of Rs.20 lakh was disbursed (between May and June 1997) to Raj 
Babadur Associates (RBA), Visakhapatnam, for construction of the housing 
project viz. Surya Enclave at Bhubaneswar at a cost of Rs.63.73 lakh aga inst 
the mortgage of the project land, personal guarantee of the partner Sri 
S.R.K.K. Raj Bahadur and collateral security in the form of guarantee deed by 
Sri Prafu lla Kumar Puhan who bad the Power of Attorney over another land. 
The loan was repayable in 2 instalments on 15 August 1998 ·and 15 November 
I 998 and the interest (2 1 per cent per annum) was payable month ly 
commencing from June 1997. The Company received on ly Rs.3.06 lakh out of 
its interest dues of Rs. 16. l 5 lakh upto March 200 I and did not receive any 
amount tow;:i rds principal. 

It was noticed in aud it lhat: 
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(a) the Company sanctioned and disbursed the loans to RBA without 
executing tri partite loan agreement between the owners -of the project land, 
RBA and the Company; 

(b) the landowners had not executed affidav it towards clear title over the ( 
land as sti pulated by the legal adviser of the Company. The landowners 
subsequently cancelled the Power of Attorney given to RBA and executed the 
same in favour of Surya Enclave Welfare Society which had since taken 
possess ion of the project. Hence, the chance of rea li sation of the loan is 
remote; 

(c) the Managing partner of RBA, Mr. S.R.K.K. Raj Hahadur, had 
absconded (February 200 1) without completing the construction work. As his 
whereabouts were not known, the legal notice issued after lapse of 26 months 
(September 2000) could not be served to him to enforce personal guarantee 
de~d; and 

(d) the co llateral securi ty was inadequate as Mr. Prafull a Kumar Puhan did 
not own any land and was only holder of Power of Attorney over another land. 
However, no attempt has been made to enforce collateral security till da te 
(March 200 1 ). 

Thus, disbursement of loan without properly executing mortgage deed along 
with inaction to enfo rce collatera l security resulted in non-recovery of overdue 
amount of Rs.33.09 lakh (including interest of Rs.13.09 lakh since February 
1998). ' 

The Managen~ent stated (J uly 2001) that legal action was being taken against 
the builder. 

2A.J2.2 ludividual Housing Scheme 

In order to reduce losses, Company decided (June 1995 and May 1996) upon 
cross subsidisation of higher income group fi nancing in the urban sector with 
that of ru ral housing scheme and to diversify its acti vities. Board approved 
(December 1998) the detai led guidelines of urban housing scheme fo r 
individua ls, companies and corporate bodies. The Company disbursed 
Rs.42.68 crore to 2,846 number of loanees under the Scheme during the period 
from 1996-97 to 2000-0 1. Following observations were made in audi t: 

(i) though the Pre-Equated Monthly Insta lment of Interest (PEMII) are 
required to be recovered till commencement of Equated Monthly Instalment
(EMI), it was seen that the Company could recover only Rs.88.41 lakh (49 per 
cent) aga inst the dues of Rs. 180.24 lakh including realisation of Rs.69.04 lakh 
(70 per cent) from the fully disbursed loanees. The reasons for non
rea lisation/adj ustment of the. balance PEMJJ (Rs.29.97 lakh) dues even from 
the fully di bursed loanees were not on record; and 

(ii) from 12 January 200 1 onwards, the Company was to recover the EM ls 
through bank. Prior to that, cash/cheques were accepted directl y. It was 
observed in aud it that as at the end of March 200 1, the Company could reali se 
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Rs.7.69 crore (83 per cent) against the cumulative demand of Rs.9. 14 crore 
( l ,624 loanees) and the amount overdue was Rs. 1.45 crore for a maximum 
period of 64 months. Out of I, 123 defaulter loanees, 286 loanees having 
overdues of Rs.62.26 lakh for a period ranging from one to 52 months did not 
pay even a single EMI and no efforts were made by the Company to realise 
the overdues. 

Audit scrutiny was undertaken of all cases of loan sanctioned (Rs.5.86 crore) 
during period of review exceeding Rs.5 lakh. Out of 75 such cases, 30 (viz.40 
per cent) were defaulters (Rs.27.88 lakh). Out of the 30 defaulters, there were 
12 cases (as deta iled vide Annexure- 12) of default (Rs. 18.6 l lakh) exceeding 
Rs. l lakh. It was noticed that the recovery from these loanees ranged between 
'Nil' and 79 per cent with the period of cverdue ranging between 151 to 516 
days upto March 2000. The irregularities noticed in various cases are as under. 

(i) · ·!Sa11ctio11 of loan amount ·beyond eligibility: In .case ·of Sri 
Dolagobinda Nayak, the then M.L.A of Aul (SI. No. 2 of Annexure- 12), 
housing loan of Rs.8 lakh was sanctioned (January 1999) as against the 
eligibility of Rs.6 lakh. However, the loanee had not repaid any instalment 
though Rs. 1.40 lakh was overdue since April 1999. Similarly, -in case of SI. 
Nos. 6 and 11 of Annexure-12, loans of Rs.10 lakh and Rs.6 lakh were 
sanctioned against their eligibility of Rs.7.62 lakh and Rs.3 lakh respectively: 
No action had been. taken ·by 

1 
the Management to initiate recovery (August 

2001). 

The Management stated (July 200 I) 'that the loan was sanctioned as a 'special 
case to Sri Na yak since he was a Member of the Assembly and the Company 
is hopeful of recovery of the loan. Regarding eligibility of the two others, it 
was stated tha~ the loans were sanctioned as per their eligibil ity. The reply is 
not tenable since loans should have been disbursed as per the scheme criteri a 
and timely action should have been taken for their recovery. 

(ii) 'Undue favour to tire tlre11 CMD: lt was seen that a housing loan of 
Rs.9.75 lakh was sanctioned and disbursed (Novemberl 998) to Sri Indramani 
Rout (S l. No.9 of. Annexure- 12), the then CMD of ORHDC, without taking 
approval from the Government of Orissa as per Section 295 of Companies 
Act, 1956. Loan was disbursed without"obtaining approved r;> lan and estimate, 
non-encumbrance certificate and without guarantee deed. Though sanction 
was wi th the condition that the repayment period would be either 15 years or 
ti ll the end of tenm e of Shri Rout as CMD, whichever is earlier, the same was 
not incorporated in the loan agreement with the result that after the cessation 
of tenu re of Sri Rout (October 1999), the amount of outstanding (Rs. 12.96 
lakh) is sti ll pending (March 200 I) for recovery. 

The Management stated (July 2001) that since the loan was sanctioned under 
normal terms, approval of Government was not considered. The reply is not 
tenable since permission of Government was not obtained a per the 
Companies Act and n1oreover the loan agreement was not made as per the 
conditions or sanction. 
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(iii) Undue favour to Builders: In case of Sl.Nos.4 and 11 of Annexure- 12, 
loans were disbursed without security/mortgage. It was seen that the ioanees 
furnished an undertaking that flats from Metro Complex would be mortgaged 
and the title transferred to the Company. However, Metro Complex was earlier 
mortgaged with the Company against loan of Rs. I crore and hence considering r 
the part of same property as security was unjustified as the security will not be 
enforceable for the present loan. Till date, not a single instalment of loan had 
l,ee-n paid nor had recovery action been·taken. ' 

(iv) Inadequacy of value of security 'obtained: It was seen that in three 
cases (SI. Nos.3, 5 & 8 of Annexure-12), as against loans of Rs. I 0 lakh each, 
the amount of security obtained was only ·Rs.0.48 lakh, Rs.1.46 lakh and 
Rs.0.15 lakh which was clearly inadequate. 

The Management stated (July 2001) that the loan was sanctioned against land 
value as well as cost estimate of the buildi~g thereon. The reply is not tenable 
since estimated cost of , the building should not · have been considered as 
security. 

1 ' I i . I 

(v) Sanction ·of additional loan despite 
1

non-realisatio11 of <l single EM! 
against earlier loan disbursed by tlte Company: In case of SI. No.1 :of 
Annexure- 12, a loan ofRs.l lakh was sanctioned in 1997. Though not a single 
instalment was paid, yet another loan of Rs. 9 lakh was sanctioned in 1998. 

(vi) Disbursement made wit/tout ensuring tlte progress of construction as 
well as ensur.i11g promoters contribution: In seven cases (SI. Nos. I, 3, 4, 7, 
lO, 11 & 12 of Annexure-12), the disbursements were made without ensuring 
progress of construction as required under the terms of the loan. The >J.. 

Management noted (July 20·0 I) the observations of audit for future reference. 

(vii) Disbursement of loan for repaymellt of loan (lvailed e(lr/ier from 
other sources: Jn case of SI. Nos. l & 6 of Annexure- 12, the loan was 
sanctioned and disbursed to enable the repayment of earlier Joan taken for the 
same property. The property was not mortgaged in favour of the Company 
making the loan security fragile. 

(viii) Improper execution/non-execution of Guarantee Deed: The 
Guarantee Deed mentioning details of assets owned by the guarantor was 
either not executed or was incomplete in 7 cases (SI. Nos. I, 3, 4, 7, l 0, 11 & 
12 of Annexure- 12). 

The Management stated (Ju ly 200 I) that guarantee deeds had been executed in 
5 cases and for others steps would be taken for proper execution of the same. 
The fact remains that the· guarantee deeds stated to be executed were not as per 
requirement. 
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2A.13 Reconstruction of houses affected by Super Cyclone in 
October 1999 

ln the aftermath of the super cyclone which struck coastal reg ion of the State 
in October 1999, the State Government embarked on a massive programme of 
relief and rehabi litation of the affected people. ORHDC was engaged as one of 
the agencies for re-construct ion of damaged/destroyed housing stock by 
providing fi nancial ass istance to build up 87,500 fully collapsed houses and 
50,000 partly collapsed houses of beneficiaries in EWS category through 
borrowings from HUDCO under Credit Linked Housing Scheme. 

2A.13.J Financial Progress 

HUDCO sanctioned (November 1999/0 ctober 2000) Rs.306.25 crore and 
Rs.175 crore for fu lly col lapsed and partly collapsed houses respectively 
against which Rs.239.34 crore was released (upto March 200 1) for only full y 
collapsed houses. The Company released Rs.141.71 crore (upto March 2001 ) 
to 1,09,008 beneficiaries of both the categories. U nder the Scheme:, Company 
was to release Rs.35,000 per beneficiary in four instalments i.'e. 1Rs.6,00v, 
Rs.7,000, Rs.12,000 and Rs.10,000 respectively. However, the Company was 
directed (May 2000) by the State Government to release the 1st and 2nd 
instalments (Rs.1 3,000) simultaneously and also to retain the last instalment
(i.e. 4th. instalment of Rs.10,000) as fi xed depo.sit of the beneficiaries 1to 
ensure repayment. Hence, the Company did not disburse the balance amount 
of Rs.97.63 crore to the beneficiaries. Following observations are made in 
audit: 

i) No separate accounts were maintained for fully collapsed and partly 
collapsed houses in the absence of which disbursement of funds to partly 
collapsed benefic iaries against whom no funds were released by HUDCO 
could not be verified in audit; 

ii) In addition to the retention of the last instalment towards fixed deposit 
(Rs. I 0,000), Board also decided (August 2000) to adjust the 3rd instalment 
(Rs.1 2,000) towards the repayment of loan already disbursed. Hence, the net 
release would be only Rs.1 3,000 which is quite inadequate for completion of 
houses and defeated the objective of enabling EWS beneficiaries for re
constructing their destroyed dwellings; and 

iii) Funds amounting to Rs.97.63 crore retained by the company was 
diverted for disbursement to Government/Public Sector Employees. 

' 
The Management stated (July 200 I) that the net release to the beneficiary 
being Rs.25,000 would be adequate for compl~t ion of the house. The reply is 
not tenable since after retaining Rs. I 0,000 as fixed deposit and adjustment of 
Rs. 12,000 towards repayment, onl y Rs .13,000 was left towards construction of 
house which was inadequate. Non-disbursement of the full instalments thus 
d~prived the intended EWS bene fi ciaries of the benefi ts of the Scheme. 
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2A.13.2 Physical Progress 

Against the target of 1,37,500 benefic iaries (87,500 fully collapsed houses and 
50,000 partly co llapsed houses) sanction and disbursement was mRde (upto 
March 2001) to 1,30,046 and 1,09,008 beneficiaries respectively. f''either the 
State Government nor the Company has laid down any time frame fo i· 
completion of the houses. Fo llowing observations are made in audit: 

(i) Though 1,09,008 beneficiaries were disbursed ass istance, the Company · 
could inspect (up to February 200 I ) construction of on ly 69,052 houses (63.35 
per cent) out of which 3,951 (6 per cent) only were completed whereas 33,018 
(48 per cent) were not even started. Further, due to inj udicious decision of the 
Board for adjusting the 3rd insta lment towards repayment of loan already 
disbursed, 6, 182 eligible loanees (constructed upto roof level) were deprived 
of 3rd insta'ment (Rs.7.42 crore) thus ·: hampering 1the completion of 
construction of their houses; 

(ii) Out of 1,30,046 beneficiari es sanctioned fi nancial loan for construction 
of houses, 3,355 · beneficiaries (Jagatsinghpur, Jajpur and Puri districts) 
dropped out subsequently due to inclusion of their names under IA y * Scheme 
(2 , 189), C MG** .. loan ( 146), ·not interested cases (205) and lack of proper 
documentation (8 15). Audit noticed that the beneficiaries under wa iting list 
( 13,750) were not considered in place of the dropouts (3,355) and the gap 
between target and sanction (7,454) was not fill ed in spite of the fact that ea.ch 
district office is hav ing the I ist of benefi c iaries approved by State Government. 
As a result, at least I 0,809 beneficiari es were deprived of the benefit of 
availing housing loan for construction of houses; and 

(iii) No action for cancellation of loan and recovery proceedings was 
initiated against the beneficiari es who had not started construction of houses 
(33,018) even a fter disbursement ofRs.42.92 crore. 

~he Management stated (July 200 I ) that due to non-ava ilability of fu nds on 
account of non-release of 2nd instalment of loan by HU DCO, the 3rd and 
s1,1bsequent insta lment could not be released to the benefi ciaries. It was added 
that notice has been issued to those who had not started construction even after 
receipt of loan and proceedings under OPDR11 Act would be initiated a fter 
obtaining clearance from Government. The reply is rtot tenab le as the non -
release of funds by HUDCO was due primarily to the Company utili sing funds 
specifically released for EWS beneficiaries for providing loan to Government 
and Public Sector employees at higher rate of interest without obta ining 
concurrence of HUDCO whicb was objected by HUDCO. 

Thus, the Credit Linked Housing Scheme for cyclone affected people fai led to 
achieve the prescribed targets despite disbursement of Rs. 14 1. 7 1 crore. 

·· IA Y- lnd irn Aw<1s Yoj ana 
• · CMG- Community Management Group 
# OPDR Act- Oris a Public Demands Recovery Act, 1962 
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Irregularities in the i111plem e11tatio11 of the Cre,/it Linketi 
Housing Scheme 

Further, a test check of records at District Offices (established in Jan11ary 
2000) for the implementation of the Credit Linked Housing Scheme for 
cyclone affected victims revealed: 

(i) As the total number of damaged houses assessed by the State 
Government was 21.87 lakh (Fully collapsed - 8.86 lakh and Partly co llapsed -
13.0 1 lak.h), beneficiari es were selected by the District Collectors through 
lottery. However, no identification was made in respect . of beneficiaries 
belonging to Above Poverty Line/Below Poverty Line/EWS category though 
loan was sanctioned by HUDCO only fo r EWS category; 

(ii) Twenty-eight loanecs (Puri and Jagatsinghpur district) wh<:> were not 
selected in the lottery were assisted under the scheme thereby resulting in 
irregular sanction of loans to the extent of Rs.9.80 lakh (Rs.35,000X28). and 
disbursement of Rs.3 .64 lakh. Audit noticed that no enquiry was ,in itiated 
against the offic ials for the lapse (J~nuary 2001 ); 

(iii) ' Three hundred fifty eight cheques dated between July and December 
2000 amounting to Rs.44.03 lakh were not delivered to the •beneficiaries 
(January 2001) the reasons for which were not on record; and 

(iv) Affidavits from the loanee indicating his annual income and solvency 
as required under the scheme were not obta ined in the absence of which the 
realisation of loan is doubtful. 

1 

The Management stated (Ju ly 200 1) that the Distri ct Offices ' had been 
instructed recently to produce the category-wise list and aud it observations 
against other items ·were noted for .verification. 

2A.J3.4 Physical Inspectio11 

In order to verify the implementation of the scheme at the ground level and to 
assess the extent to which the scheme had· been successful in reaching 
assistance to the cyclone affected persons, Gram Panchayats (GP) of five most 
affected districts (Cuttack, Puri, Kendrapa.ra, Jajpur and Jagatsinghpur) were 

. selected by audit for physical verification of construction of houses. 
Accompanied by the staff of the Company, audit could inspect 1,82 1 loanees 
(5 1 per cent) out of 3,602 loanees in the GPs selected during the period 
November 2000 to January 200 I. Out of the total beneficiaries inspected, 76 1 
had not even started construction and for 824 the work was in progress. Only 
236 (1 3 per cent) had completed their houses (January 200 I) despite lapse of 
more than one year since the cyclone. This occurred due to late receipt of loan 
(294 cases), high cost/ non-ava ilabil ity of building materials and engagement 
in agricu ltura l work after the monsoon. The physical inspection brought out 
the following: 

(i) Irregular selection of beneficiaries: One hundred and fifty six 
beneficiaries were disbursed Rs.20.28 lakh though their houses were not 
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affected in cyclone. Hence, the list of the Revenue Department on the basis of 
which loanees were selected was clearly defective; 

' . 

(ii) Non-disbursement of final instalment: Non-di sbursement of final 
instalment of Rs. 12,000 to the benefic iaries (386 nos.) despite completion of 
construction til l roof level resulted in non-completion of housing units 
defeating the purpose of the loan; 

(iii) Unrealistic assistance disbursed: Retention of Rs. I 0,000 as fixed 
deposit resulted in lack of adequate .funds for construction (for 202 
beneficiaries) while others had to arrange loan from other sources ( 103 
loanees). Thus, loan ass istance to the extent of Rs.26.26 , lakb to 202 
beneficiaries became unfruitful ; and 

(iv) Non-availment of .facility of concessional cement: As per decision of 
Central Government (February 2000), excise duty exempted cement was to be 
supplied for houses under this scheme which could not be availed !by 1 ,046 
beneficiaries due to 'lack of awareness of such scheme. Further, in case of 226 
beneficiaries, funds/entitlement vouchers were ·not made available while '438 
beneficiaries could not avai l the facility as stocks were not avai lable ~ith the 
dealers. 

Hence, it was evident that there were severe short-comings in extending of 
actual relief to the cyclone affected persons and only a sma ll percentage of 
those affected had been a fforded relief despite lapse of over a year. 

2A.13.5 'Establislzme11t of Building Centres in the Cyclolle affected 
Districts 

For production and supply of cost effective building materials required for the 
cyclone affected v ictims, HUDCO decided (January 2000) to provide grant of 
Rs.2.50 crore for setting up 20 Building Centres (BC) by March 2000 under 
the aegis of the Company. The Board resolved (Febrnary 2000) that over and 
above the grant from HUDCO, loan assistance of Rs.20 lakh each would be 
given to these BCs to be managed by NGOs. It was also decided to set up 
another 60 BCs through private entrepreneurs by extending loan assistance of 
Rs.25 lakh each. During Apri l 2000 to January 2001 , the Company extended 
loan assistance of Rs.4.14 crore to 51 BCs (l 0 NGOs Rs. 1.15 crore. and 41 
private Rs.2.99 crore). 

In this connection, the fo llowing was observed in audit: 

(i) Due to non-submiss ion of Utilisation Certificates (UC) for the grants 
received (Rs.3.0 lakh) apd non-documentation for the balance . grants, the 
Company could not ava il the balance grants of Rs.2.20 crore (February 200 I); 

(ii) Non-stipulation of any time schedu le by the Company for 
commencement of production by the BCs defeated the very objective of 
financing the BCs; and 
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(ii i) Though 14 BCs started production, the utili sation of th.eir product by 
the beneficiaries as well as the cost effecti veness of the material had never 
been examined by the Company. 

The Management stated (July 200 I) that balance grant was not Teceived from 
HUDCO due to non-submission of UC and certificate for possession of land 
and the observations of audit against items (ii) and (iii ) were noted for future 
guidance. The fact remains that the Management could have taken timely 
action to overcome this problem. 

2A13.6 U11fr11itful expenditure 011 procurement of machinery for the 
Building Centres (BCs) 

To meet the urgent need of 15 BCs managed by NGOs, the Company placed 
(Februacy 2000) orders on Victor Electri cal and Machinery Manufacturer 
(YEMM), New Delhi , the sole licensee of Building Materials and Technology 
Promotion Council (BMTPC) of Government oflndia, for supply of 15 sets of 
machinery by March 2000 at a cost of Rs.79.87 lakh inclusive of Rs.16.63 
lakh towards cost. of inst~llation, training and s~tting up of ser~ ice center. 

It was noticed in audit that the delivery of the machinery was made in phases 
by July 2000 and the Company released (February to October 2000) the full 
cost of the machinery (Rs.79.87 lakh) though YEMM did not fulfil the 
conditions like installation of machinery, training and setting up of service 
centre. Further, the machines were yet to be installed which led to idle 
investment of Rs. 79.87 lakh. Due to non-submission of C-fortp, the Company 
also incurred an additional expenditure of Rs.4. 78 lakh. 

I 

The Management accepted (July 200 l) the fac ts. 

I 2A.14 Internal Audit 

Board appointed (October 1994) Patra & Co, Chartered Accountants, 
Bhubaneswar, for conducting the int~rna l audit of the Corporate Office on 
continuous basis with effect from .September 1994. However, only two half
yearly reports for the year 1997 'Were submitted. Further, 13 district offices 
fo1med in January 2000 had not been subjected to internal audit so far 
(January 200 I). The Company has neither taken any action on the reports nor 
placed them before the Board. Thus, expenditure incurred towards internal 
audi t to the extent of Rs.4.96 lakh proved unf\uitful. 

I Conclusion 

Audit review revealed poor financial management of availab le resources and 
invest111en1s of funds in violation of instnic1 ions of Slate Government resulting 
in avoidable losses. The Company also failed to effecti vely implement 1he 
Housing chenies meant for Econ6111ica lly W

1
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Scheduled Castes and Scheduled Tribes due to operational deficiencies and 
unrealistic assump.tion which resulted in depriving the beneficiaries of the 
intended benefits and frustrating the objective of the Scheme. The Company 
was entrusted with providing financial assistance to persons in EWS category 
whose houses bad been destroyed in the super cyclone of October 1999. Here ( 
again, irregularities in implementation coupled with fai lure to disburse full 
loan amount resulted in depriving a large number of EWS beneficiaries of the 
intended benefits thus defoating the objective of the assjstance for re
construction of houses of those rendered homeless. 

The above matters were reported to Government (April 2001); their reply was 
awaited (December 2001). 
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REVIEW ON THE WORKING OF THE INDUSTRIAL 
DEVELOPMENT CORPORATION OF ORISSA 
Lil\1ITED (IDCOL) .. , , 

' 

Highlights 

Injudicious investment de~isions and poor operational performance led to 
accumulated losses of Rs.31.95 crore as on 31 March 2000 which wiped 
out the earlier profits and eroded 56 per cent of the paid-up capital. 

(Paragraph 2B.5) 

Non-charging of inte~est 'on the sales consideration (R~.51.37 'crore) of 
Hira Cemea1t Works treated as unsecured loans resulted in loss of Rs.7.59 
crore. 

(Paragraph 2B.6.2) 

!Investment in Equity sh~res of 5 companies and in Preference shares of 2 
companies from borrowed funds coupled with delay in redemption of the 
Preference shares resulted in loss, of ~s.3.07 crore. 

(Paragraph 28. 7.1.) 

Injudicious decision to reimburse the cash loss of QRICaEM Limited 
instead of pursuing its closure ignoring the fact that it was an 
·irretrievably sick COIDJ?any led to loss of Rs.2.97 crore which further 
aggravated i~s liquidity position. 

(Paragraph 2B.8.2) 

Uneconomic coke mix resulted in excess consumption of 46,979 MT of 
coke valued at Rs.15.95 crore during the period 1996~97 to 1999-2000 in 
KIW. 

' (Paragraph 2B. I0.2.1) 

Cof!version of 6.5 MV A slag furnace meant for production of LCFC into 
a furnace for production of HCFC despite the dwindling market for 
HCFC led to unfruitful investment of Rs.1.59 crore with consequential 
loss of interest. 

(Paragraph 2B. I l.2) 
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The Company received coke without proper assessment of the size which 
resulte~ in generation of excess breeze coke and conseqyential loss of 
Rs.10.01 crore. 

(Par~graph 2B.J 1.4.2) 

Pur~hase of fourth TG set without actual requirement resulted in futile 
inyestmen t of Rs. 7.81 crore. 

(Paragraph 2B. l l .5) 

Delay in finalisation of work order for modific tion of furnace No.l of 
KIW resulted in cost overrun of Rs.3.50 crore with consequential loss of 
production of pig iron valued at Rs.57.69 crore. 

(Paragraph 2B.J 1.6) 

Non-recovery of conversion cost for production of HCFC as per the 
~greement with TISCO resulted in cash loss of Rs.l.28 crore. 

(Paragraph 28. J 2.2) 

I 2B.l Introduction 

The ' Industrial Development Corporation of Orissa Limited (IDCOL) was 
incorporated as a wholly owned Government Company on 29 March 1962 
with the fo llowing main objectives: 

(i) to promote, establish and execute industries, projects or enlerprises for 
manufacture and production of plant, machinery, tools, implements, -material, 
substances, goods or things of any description which in the opinion of the 
Company are likely to promote or advance the industrial development of' 
Orissa; 

(ii) to aid, assist and finance any industrial undertaking, project or 
enterprise whether owned or run by Government, statutory body, private 
co1:iµany, firm or individual, with capital, credit, means or other resources for 
prosecution of its work and business; and 

(iii) to promote subsidiary companies for the purpose of implementing any 
of the object iyes of the Company. 

The Company set up ( 1963 to 1968) three units viz. (a) Kalinga Iron Works 
(KJW), (b) Ferro Chrome Plant (FCP) and (c) IDCOL Rolling Mil l (IRM). J
The Company's investment in the three units was Rs. I 04.60 crore as on 3 1 
March 2000 whereas the accumulated loss in these units stood at Rs.1 7.78 
crore. The Company had invested Rs.69.60 crore in eight sub'sidiary 
<:;ompanies from 1.974 to 1998. 
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The Company also invested Rs.6.29 crore in eight joint sector/jo int ventures 
and other companies from 1962 to 1998 but realised onlY Rs.2.05 crore from 
disinvestment i one company with a profit of Rs.35 lakh up to 3 1 March 
2000. 

The Company had not formulated any policy for disinvestment at the 
appropriate time as a result of which the objective of re-cycling of funds in 
promotion of many industries was not achieved. No new industry could be 
promoted by the Company during . the period from 1996-97 to 1999-2000 
except one subsidiary (November 1998) ca lled IDCOL Software Limited. 
Thus, the primary obj ective of the Company to accelerate industrial growth in 
the State remained unfulfilled. 

l·2B.2 ·erganisational set-up 

The management of the Company is vested with a Board of Directors 
consisting of ·12 members including one Chairman cum Managing Director 
who is the Chief Executive with the powers to' .. control the day !O day 
management of the Company with the assistance of five General Managers 
and a Company Secretary at Corporate office and three General Managers in 
the three units of the Company. 

I 2B.3 Scope of Atidit 

The investments and 1•Joans and advances made· 1 by 1 the Company were 
reviewed and commented in · the Report of the Comptroller and Auditor 
General of India (No.2) for the year ended 31st March 1993 (Commercial). · 
Recommendations of the COPU are contained in Fourth Report ( 12th 
Assembly) presented to the Assembly in March 200 I. Action Taken Notes on 
the recommendations are still awaited (August 200 1 ). The present review 
covers the working of the Company for the period from 1996-97 to 2000:2001 
with particular reference to the losses incurred by the Company . and the 
fi ndings are discussed in the succeeding paragraphs. 

I 2B.4 Share Capital-and Borrowings 

The authorised share capital of the Company is Rs.75 crare. The patd-up share. 
capital of the Company as on 3 1 March 2000 was Rs.57. 12 crore. 

The borrowings of the Company as on 3 1 March 2000 amounted to Rs.,300.92· 
crore which was availed from State Government (Rs.24.99 crore), Central 
Government (Rs.0.0 l crore), Barlks (Rs.30.82 crore), issue of bonds 
(Rs.225.59 crore) and others (Rs.19.5 1 crore). Unsecured loans had increased 
from Rs. 126. 78 -crore in 1998-99 to Rs.268 crore in 1999-2000. Current Asset_:; 
and Loans and Advances, Miscellaneous Expenditure not written off and 
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accumulated losses had also increased from Rs. 130.86 crore in l 998-99 to · 
Rs.268. 71 crore in 1999-2000, Rs.0.05 crore in 1998-99 to Rs.6.42 crore in 
1999-2000 and Rs.1 7.1 7 crore in 1998-99 to Rs.3 1.95 crore in 1999-2000 
respectively which affected the liquidity position of the Company. 

Government stated (August 2001) that the Company was resorting to 
borrowings mainly due to continuous loss as the market for all its products 
was crashing down due to post liberali sation effect. The reply is not tenable as 
the main reason of increase in borrowing was due to infusion of funds in 
subsidiary companies, joint sector companies and incurring cash losses in own 
units. 

I 2B.S Financial Position and Working Results 

/ 

The Company ·had finali sed its accounts up to ·the year 1999-2000 and 
accounts for the year 2 000-0 I were stated to be under finalisation (August 
2001 ). The financial position and working results of the Company for the last 
four years is given in Annexure- 13. The net-worth of the Company had come 
down from Rs. 101.66 crore as on 3 1 March 1997 to Rs.26.3 1 crore as on 3 1 
March 2000 due to continuous losses made from l 996-97 onwards. 

It would be observed from the working results that the losses h;id increased to 
Rs.32.95 crore in 1998-99 as against a Joss of Rs. 12.41 crore in 1996-97. It 
decr«:!ased to Rs.14.95 crore in 1999-2000 owing to write back of Rs. 13.05 
crore being excess provision of deprec iation in previous years. 

. . 
It was noticed in audit that the Company was earning profit up to the year 
1995-96. Thereafter, t he Company continuously sustained losses and the 
accumulated loss stood at Rs.31 .95 crore as on 31 March 2000 after erosion of 
e(!rlier profits. This has also eroded 56 per cent of the paid up capital. The 
main reason for such huge losses was attributed by the Company to low sales 
realisation owing to industri al recession coupled with high cost of production. 
But it was observed in audit that the main reasons for the losses were 
attributable to : 

(i) Injudicious investment in subsidiaries and other joint sector companies 
out of borrowed funds without any return; (Paras 2B.6 & 2B.7); 

(ii) Poor operational perfo1mance of its own units (Paras 2B.1 0 & 2B. l l ); 
and 

(iii) •Blocking up of funds in loans and advances (Para 2B.8). 

These are discussed in detail in the succeeding paragraphs: 
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I 2B.6 Investment. in Subsidiaries . 

Investment in subsidiaries and other companies by J DCOL were commented 
in the Report of the Comptroller and Auditor General of [ndia for the year 
ended 3 l March 1993 (Commercial). The COPU had recommended (March 
200 l ) that "IDCOL had failed in a ll fields of management and monitoring of 
Subsidiaries and Joint Sector Companies and was increasing liabilities only." 
Hence, the Committee felt that quick disinvestment was the panacea to aH the 
problems of the Company. Though the Company had invested an amount of 
Rs.69 .60 crore in these eight subsidiaries as on ·31 March 2000, it did not 
receive any dividend from these subsidiaries fo r the period from 1996-97 to 
1999-2000 except from H.irakud Industrial Works Limited [Rs.0.29 crore for 
1996-97 ( IO per cent) and Rs.0.24 crore fo r 1997-98 (5 per cent)]. As the 
investments were made from borrowed funds, the company susta ined a loss of 
Rs.41.95 crore at the average interest rate of 16 per cent per annum for the last 
four years ending 3 l March 2000. 

Government 'stated (August 2001) that since the investments were made either 
out of Government Fund or from internal generation of the Company, the 
investment at 16 per cent rate of interest is unrelated. The reply is untenable in 
view of the fact that the equ ity was Rs.57 .12 crore as on 3 1 March 2000 
whereas fixed assets was Rs.71. l 6 crore and capital work-in-progress was · 
Rs.0.7 l crore. Hence, .. investment of Rs.69.60 crore in ·subsidiary companies 
could only have been met from borrowings. Further, any investment whether 
from own funds or ,bo1Towed funds should earn a return. 

Detailed examination of two cases revealed the fo llowing: 

2B.6.l Improper i11vestme11t in equity ofHirakud /11d11strial Works 
Limited (H/W) 

Hirakud Industrial Works (HIW), a loss making unit of IDCOL, was 
incorporated (18 January l 993) as a wholly owned. Company and re-named as 
Hirakud Industrial Works Limited (HIWL) and taken over (3 1 March 1993) 
by IDCOL as a subsidiary. The s~ les consideration was fi xed at Rs.4.90 crore 
which was to be treated initially as unsecured loan. The right thereafter to 
convert the whole or part of the loan into equity or preference share capital 
was left to ·IDCOL. The Comp.any opted for conversion of the whole amount 
into equi ty i.e. Rs.2.90 crore in March l 994 and Rs.2 crore in February 1998. 
Further, an amount of Rs.49. l 7 lakh being sales consideration for merger 
(February 1997) of Hira Cable Works (HCW) (another own uni t) w ith HIWL 
was also treated as unsecured loan and was lying as such (July 2001 ). No 
interest was charged on the sales consideration converted as unsecured loan 
resulting in loss of Rs. 172.22 lakh. 

Government stated (August 2001 ) that there was no prov1s1on in the 
agreement for charging interest on the loan as the position of HIWL from day 
one was not good. The reply is not acceptable in view of the fact that since the 
investment was made ·out of borrowed funds, provision should have been 
made in the agreement for charging interest. 
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28.6.1.J MergerofHira Cable Works(HCW) with Hirakud Industrial 
Works Limited (HIWL) 

As part of its efforts to improve functioning of State Public Sector 
Undertakings, the State Government had offered two options fo r restructuring 
of HCW viz. (i) privatisation of HCW or (ii) integration with HlWL. The • Company accepted the second option (June 1996) in order to bring about 
synergy in operation of both the units and in anticipation of HIWL being in a . 
pos ition to obtain turn key orders at ·economical rates. It was however 
observed in audit that after conversion into a subsidiary company, HIWL had 
earned profit (Rs.2.7 1 crore). from 1994-95 to 1998-99. But after merger of 
HCW in February 1997, the fi nancial position of HIWL deteriorated resulting 
in loss of Rs. 1.18 crore in 1999-2000; one of the reasons for this being poor 
performance of HCW. Thus, decision to integrate a loss making unit with a 
profit making concern (HIWL) was clearly injudicious as it converted the 
latter into a loss making company thereby negat ing , the returns .from . the 
investment thereon. 

Government stated (August 2001) that t~e ·profitability of 'HIWL ·was 
graduall y reducing due to loss of other units of HIWL and was not due 'to 
merger of HCW. The reply is not tenable as HIWL's profit started dwindling 
after merger of HCW with HIWL. 

28.6.2 /11 vestme11t i11 IDCOL Ceme11t Limited (/CL) 

Hira Cement Works '(HC), a profit making unit of IDCOL, was converted 
(February 1993) into a subsidiary company under the name IDCOL Cement 
Limited (ICL) to enable it to avai l finance from the market for its 
modemisalion and expansion· project. The sale consideration of HC amounting 
to Rs .5 1.37 crore was initially treated as an unsecured Joan and subsequently 
converted into equity on 2 1 Apri l 1994. As per the agreement (March 1993) 
between lDCOL and ICL, interest at the rate of 14 per cent per annum w.as tO 
be charged on the unsecured loan. However, the Company had not charged 
any interest on the unsecured loan up to the date of conversion as equity 
resulting in a loss of Rs. 7 .59 crore. 

Further, ICL incurred loss continuously up to 3 1 March 1999 and the profit of 
Rs.1.35 crore for the year 1999-2000 was due to wri te back of interest of 
Rs. 146.32 crore waived by fi nancia l institutions. 

Government stated (August 200 I) that interest on the sales consideration of 
Rs.51 .37 crore was not charged since ICL was just stabilising its operation 
after implementing the modernisation scheme. The reply is not tenable as the 
Company did not adhere to the agreement (March 1993) between IDCOL and 
ICL for charging of interest. 

I 
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I 2B.7 Investment in other companies 

2B. 7.1 Loss 011 investment in shares 

The Company, expecting an yield ranging from 16 to 28 per cent, invested 
Rs.4.76 crore in equity shares of five companies out of borrowed funds 
carrying 16 per cent (average) rate of interest per annum during 1996-97 to 
1999-2000 and Rs .1 . 13 crore as preference shares in two companies· during 
January 1990 to September 1996 to be redeemed between January 1997 and 
May 1998. During this period, the Company earned dividend amounting to 
only Rs.40.53 lakh on equi ty shares and Rs.99.01 lakh on preference shares 
resulting in loss of interest of Rs.2.76 crore. Further, there was delay in 
redemption of preference shares ranging between 258 days and l year as a 
result of which there was additional loss of interest of Rs.9. 79 lakh. 

Further, the Company invested (December 1997) Rs.4 7 lakh in Rights issue of 
Equity shares of NICCO Corporation Limited (NICCO), an assisted unit of 
tDCOL, even though the financial soundness of NJCCO was not good as they 
had asked for extension of three years to redeem the preference shares which 
were due for redemption in September 1997 and also the Company (IDCOL) 
was · facing liquidity problem and operating cash credit. Against thi s 
i_nvestmerit, the Company received only 4 per cent dividend in the first year 
i.e. 1998. Thereafter, no dividend was received. Thus, the Company incurred 
loss of Rs.20.68 lakh (difference between interest ·on. borrowing and dividend 
received) on this investment. Thus, improper management and investment pf 
borrowed funds resulted in loss of Rs.3.07 crore. 

1 

Government stated (August 200 I ) that actual rate of return on the investments 
varied from case to case and from time to time depending on the prevai ling . 
economic situation. The reply is not acceptable as the Company had invested 
in originally profit making companies but had not closely monitored the 
performance of the companies subsequently nor taken timely rem~dia l action 
for disinvestment to safeguard the interest of the Company. 

2B.7.2 Loss of revenue due to delay in selling the shares 

The Company decided (July 1999) to sell all the shares worth Rs.164.50 lakh 
in NICCO as the dividend was low. The Company sought (December 1999) 
pennission from the Government of Orissa to sell the shares in the open 
market which was received only in April 200 1. rn the meantime, the price of 
shares increased from Rs. I 0 to Rs. 15 during January 2000 and thereafter fe ll 
(April 2000) to Rs . I 0. Due to non-receipt of the approval of the Government 
and lack of adequate pursuance, the Company could not sell the shares at the 
appropriate time. when the price of the sha res had reached Rs. 15 and was thus 
depri ved of a ga in of Rs.82.25 lakh. 

Government stated (August 200 I) that approva l of Government had been 
accorded and the shares would be di sposed of at the opportune time depending 
on the market behav iour. The reply is not convincing as the approva l was 
obtained on ly in April 200 I and ·thus the' opportun ity of sell in& of shares at 
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higher price was lost by the Company. Besides the Company did not furnish 
the reasons for obtaining Government's approval in such case. 

2B.7.3 Failure of Joint Venture Project with Snelzadhara flldustries 
Limited 

A Joint Venture was entered into with Snehadhara Industries Limited (SIL) for 
raising lime stone from Ampavalli Mines for ten years from 25 July 1992 
without any independent assessment of the financial and technical capability 
of the promoters of SIL. As per the agreement, SIL was to pay all the 
government dues like roya lty, dead rent, etc. to IDCOL. It was also to pay 
agency fees subject to a minimum of Rs.3 per MT of limestone raised since 
the mining lease was in the name of IDCOL. ln this connection, the fo llowing 
points were noticed in audit: 

(i) As against 11 per cent of equity envisaged in the agreement,' IDCOL 
contributed 11.55 per cent of equity ·(excess contribution Rs.8.78 lakh) after 
some private promoters refused to bring in their share of contribution (IDCOL 
contributed _Rs.146 lakh in July 1992 and Rs.39 lakh in September 1 99~); 

(ii) 1JDCOL did not receive · any dividend as SIL was continuously 
incurring losses; 

(iii ) The amount outstanding from SIL was Rs.43.40 lakh towards 
government dues including interest up to 30 June 200 I and Rs.24.99 lakh 
towards agency fees, survey expenses etc.; and · 

/ 

(iv) SIL was referred (Apri l 1999) to BIFR which ordered that the ~ 
Company be wound up (July 2000). Action for winding up is yet to be taken 
(August 200 1). 

Thus, entering into a Joint Venture without ensuring the financial or technical 
viability or capabili ty of the joint venture partner resulted in a loss of 
Rs.253.39 lakh. 

Government stated (August 200 I) that the viability of the Cement Plant was 
examined by the Company, State Government and the Financial Institutions 
and found good but it could not sustain due to lack of infrastructure 
development such as · road and rai l communica.tion , electricity and water 
supply, etc. The reply is not tenable as the viab ility of a cement plant can not 
be considered good in the absence of above infrastructure fac il ities. 

l 2B.8 Loans and Advances 

The outstanding balances of loans and advances had gone up to Rs. 184.3 1 .} 
crore in 1999-2000 as agai nst Rs.57.57 crore iry 1996-97 indicating more I.ban 
a three-fo ld increase. This was main ly due to advances (June 1999 to January 
2000) of Rs. 126.28 crore out of Bond proceeds to !CL (I DCOL Cement 
Limited) for settlement of dues of financi<l l institutions under One Time 
Settlement. 
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2B.8.1 Loans and advances to Subsidiaries and Joillf Sector Companies 

The Company extends loans and advances to subsidiaries and Joint Sector 
Companies to meet their shortfall in working capital as these companies are 
continuously incuning cash losses. It was observed in audit' that a sum of 
Rs.172.50 crore was outstanding as on 31 March 2000 from the subsidiaries 
and joint sector. companies. However, no interest was charged nor wcf.s there 
any stipulation for recovery/repayment of those loans and advances except in 
the case of Konark Jute Limited, HIW and ORJCHEM L.irnited on whom 
interest was charged on a pqrtion of the loan. Consequently, .the Company 
incurred a loss ·or Rs.47.07 crore during the period 1996-97 to 1999-2000 due 
to non-charging of interest. 

Government stated (August 200 I) that due to severe financial consh·aints 
faced by the subsidiaries, loans and advances were given to them and as these 
advances were to be written off/converted as equity, no interest was charged. 
The reply is not acceptable as the Company had neither specified the terms of 
repayment of advance nor payment of ·interest before giving financial 
assistance as a result of which subsidiaries did . not try ~o improve .their 
performance and refund the advances. 

2B.8.2 Reimbursement of cash loss to ORI CHEM limited (OL) 

Mention was made in Paragraph 2B.5.2 (iii) of the Report of the Comptroller 
and A~1ditor General of India for the year ended 3 1 March 1993 (Commercial) 
- Government of Orissa about the losses arising from the investment made by 
the Company in OL. COPU had recommended (March 200 l) that "the 
Company was started 30 years back and . the Company was sti ll incurring 
losses and the mis-management could: not be detected .The nominees of 
IDCOL should be held responsible for such lapses and departmental inquiry 
should be conducted to tincf out whether the mis-management was prompted 
by inaction or vested interest". However, action in thi s regard had not been 
initiated by the Company so far (August 200 I). 

It was fmther noticed in audit that due to heavy losses, OL was initially 
declared (November 1987) sick by BIFR with effect from 31 December 1986. 
In January 1993, BIFR suggested a rehabilitation scheme whereby IDCOL had 
to bear the cash loss and also agree to meet the shortfall in cash flow 
projections. As IDCOL agreed to this stipulation, BJFR sanctioned the 
scheme. It was observed in audit that the decision of TDCOL to reimburse the 
cash loss instead of proposing its closure was injudicious in as much as it 
ignored the fact that OL was a sick company with no hope of revival and its 
continu2n•·e would only be a continuing burden on the Company. Due to thi s 
injudici::>Us decision, the Company had to reimburse a fu1ther amount of 
Rs.2. 97 crore to OL for the period from l 994-95 to 1999-2000 wh ich 
aggravated its own liqu idity position. OL was ultimate ly closed in October 
2000. 

Government stated (August 200 I) that the very objecti ve of industrial 
·development o f the State would have been ctefeated in case IDCO L had shied 
away from its responsibility. The reply is not tenable in view o f the fact that 
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OL could not be revived and was ultimately closed in October 2000. The 
objective of industrial development cannot be achieved un less investments are 
made in a judicious manner. 

I 2B.9 Guarantee given for Subsidiaries 

The COPU in its Fourth Report (12th Assembly) observed (March 2001) that 
extending guarantee to unviable un its was a natura l follow up to unwise 
decisions to invest in losing concerns. The Company has been giving 
Corporate Guarantees to Banks and Financial Institutions for providing 
working capital fac ili ties as well as term loans to the subsidiary companies 
from 1990-91. The Company provided guarantees to the tune of Rs.49.24 
crore as on 3 1 '. March 2000. As per the Section 370 of the Companies Act, 
1956, a wholly owned Government company should obtain the approval of the 
Central or .State Government 'before giving any guarantee to a company under 
the same management. It was noticed that the ,Company had given the 
guarantees without obtaini ng the approval of -the Government of Orissa in 
contravention of ,the requirements of the Companies Act. 

Government 'stated re.August 2001) s ince IDCOL 'has given guarantee to its 
subsidiaries, the provis ions of Section 370 are not applicable. The reply is not 
correct as the approval of the State Government is necessary as per Section 
3 70 of the Act ibid. ' 

·j 2B.lO High Cost of Production 

The main products of the Company are High Carbon Ferro Chrome (HCFC) 
from FCP; Graded Pig Iron (GPI) and Spun pipe from KIW and MS Rod from 
IRM. 

The cost of sales and the selling price of various finished products of the 
Company for the last four years ending 1999-00 are given in the table below: 

Product 1996-97 1997-98 

Cost Sale Cost 
\ Price 

HCFC 26373 24099 29788 
, .. 
GPI 7765 7111 7340 

Spun Pipe 12924 13929 13466 

M.S.Rod 15634 12456 16714 

HCFC: Hig h Carlon Ferro Chrome 

GPl : Graded Pig Iron 

Sale 
Pr ice 

24729 

6192 

14410 

13563 

50 

1998-99 1999-00 
/ 

Cost Sale Cost Sale 
Price P rice 

27466 21955 28053 "" ""' r • 1 
L:JJ"'1 I 

8895 618 1 7007 6094 

14200 14215 14 11 l 14340 

21680 14104 Production stopped. 
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It would be seen that the cost of sales was always more than the selling price 
except for spun pipe which resulted in loss of Rs. 71.72 crore including cash 
loss of Rs.2.83 crorc on the sales of GP! at lesser price than the variable cost 
in the years 1997-98 (Rs.1.75 crore) and 1998-99 (Rs.1.08 crore) to foe 
Company. The high cost of production was due to low capacity utilisation and 
excess consumption ofraw material as detailed below: 

2B.10.1 Capacity utilisatio11 

The capacity utili sation of various plants of the Company during the.last four 
years is given in Annexure-14. There was under-utilisation of capacity in all 
the plants ranging between 18.02 and 97.51 per cent except in Pig Iron 
Divis ion during 1996-97 and 1997-98 and in Ferro Chrome Plant during 1996-
97. 

Government stated (August 200 1) that low capacity utilisation was due to 
·maintenance problems, want of working capital and market recession. Th~ 
reply is not ·tenable in view of the fact that the Government had also accepted 
the fact that sales target were not achieved due to poor production. Evidently, 
the Company failed to take coherent steps to either increase sales and turnover 
which would have eased th.e working capital position or otherwise increase 
production by removing maintenance ,bottle-necks. 

1 

2B.J0.2 Excess .cousumption of raw material 

The Company bad not determined · any permanent norm for consumption of 
raw material. However, norms were fixed annually in the annual budgets 
based on previous year' s consumption. The details of excess consumption of 
raw material over the budgeted . norms from 1996-97 to 1999-00 are given 
below: - .... 

Name of the Unit· · Raw-material Excess consum tion 

Quantity Value (Rs. in lakh) 

Ferro Chrome Plant Power 3.56 MU I 01.63 

Furnace oil & Lube oi l ' 1883.235 KL 98.8 1 

Kalinga Iron Works Limestorie 6584 MT 29.04 

Dolomite 5049 MT 19.78 

Quartzite 888 MT 2.34 

Manganese Ore 1596 MT 7. 12 . 

Total I 258.72 

Thus, the Company sustained a loss of Rs.2.59 crore due to excess 
consumption of various raw material during the years 1996-97 to 1999-00. · 

Government stated (August 2001) that excess consumption of each raw 
material was due to factors like excess chromium content, high ash content In 
coke and inferior quality of Quartzite. The reply is not convincing as the 
aforesaid factors were takeµ into account at the time of fixing norms in the 
budget and even then the norin was not adhered to. 
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2B.J0.2. I loss <lue to Uneconomic Coke Mfr 

In KJW, different grades of coke such as Hard Coke, Nut Coke and Prarl Coke 
are to be blended and charged to the furnaces in such a manner that maximum 
output is achieved at minimum cost. It was noticed in audit that the budgeted 
norms were not adhered to and in many cases the blending was done using 
more quantity of costlier varieties of coke though output remained the same in 
all cases. This uneconomic coke mix resulted in excess consumption of 46,979 
MT of coke va lued at Rs. 15.95 crore during the period l 996-97 to 1999-2000. 

-{ 

Government stated (August 2001) that due to non-avai lability of coke as per 
the budgeted requirement, blending was done according to availabil ity of coke 
'which led to excess consumption. The rep ly is not tenable in view of the fac t 
that the Company did not utilise facilities available for conversion of coal into 
coke resulting in extra expenditure of Rs.15.95 crore. 

2B.10.3 Short Output of Finished Products 

The inputs and outputs of High Carbon ·Ferro Chrome (HCFC) in FCP and 
Graded .Pig Iron (GPI) in KJW during the period I 996-97 to 1999-2000 were 
as follows: 

·Year Actual Standard Actual Short Rate Value 
, 

consumption output output output per MT (Rupees in 
of raw {MT) ! (MT) (MT) (in lakh) 

material .. Rupees) 
(MT) ·- - _. 

Graded Pig Iron 

1996-97 11 9985 82749 82342 407 6546 26.64 

1997-98 190480 131454 129734 1720 6364 109.46 

1998-99 46 11 7 3294 1 32679 262 6356 16.65 

1999-2000 87360 64712 63657 1055 5291 55.82 

Total 208.57 

HCFC 
1997-98 22 164 10406 10139 267 18939 50.57 

1998-99 23538 10767 10224 543 18446 100.16 

! 

1999-2000 26483 121 15 11519 596 19640 117;;] 
Total 267.78 

lt was observed that there was short output va lued at Rs.4. 76 crore in 
comparison to the norms fixed by the Company though the norm was fixed 
every year taking into account the preva iling operating conditions and 
available raw material. ).-

Government stated (August 2001 ) that due to actua l operating condition and 
actual raw materia l, there was short output in some years and excess output in 
some years and finally there was no short output.. The reply is not tenable 
since the short output of a furnace can not be adj usted aga inst the excess 
output of another furnace. 
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28.10.3. J loss due to e.'Ccess rejection of C.I. Pipes over norms during 
manufacture 

C. I. Pipes are manufactured through three processes viz. melt ing, spinning and 
fini shing. No fixed norms were prescribed for rejection. However, the 
Company determined norms for rejection in spinning process at 6 per cent for 
1996-97 and 1997-98 and (lt 7 per cent for l99g_99 and 1999-2000 based on 
past performance. Jn respect of fin ishing process, the rejection norm was fixed 
at 6 per cent for all the years. It was noticed that Kalinga Iron Works (KIW) 
sustained a loss of Rs.52_.59 lakh (after deducting the value of scrap) .due to 
excess rejection over norms for respective years in the above two processes 
during the period 1996-97 to 1998-99. 

Government stated (August 200 l ) that excess ·rejection was due to operational 
parameters and size mix in the production and the actual loss was only 
Rs. 19.02 lakh based on realisable value of the scrap. The .reply is not 
acceptable as the nom1 was fixed after considering all these factors which was 
also achieved by the Company in some years. Further, loss of Rs. 19.02 lakh 
was not correct as it was an-ived at after adjustment pf saY,ings in one process 
against the shortage of another process. 

I 2B.11 Other cases.of infructuous/avoidable.expenaHure 

Few interesting cases of avoidable/infructuous expenditure as noticed in audit 
are discussed below: 

2B.l l. 1 Avoidable payment of delayed p ayment surcharge Oil power bills 

NESCO*, the e lectricity supply utili ty, claimed Rs.22.40 crore towards their 
dues up to January, 200 l whereas Ferro Chrome Plant (FCP) calculated the 
dues as Rs. 19.6 1 crore. The difference of Rs.2.79 crore was yet to be 
reconci led (March 200 l ). The dues as calculated by FCP include Rs.81.06 
lakh towards Delayed Payment Surcharge (DPS) at the rate. of 24 per cent per 
annum. It was observed in audit that the Company had not prioritised its 
liabilities as it could have met its outstanding liabilities on electricity charges 
through over-subscription (retained) of Rs.33.86 crore received on the issue of 
bonds to meet working capital requirement thereby reducing its liability on 
DPS. · 

Government stated (August 2001) that the extra fund received from bond issue 
was uti lised for repayment of other interest bearing liabi li ties. The reply is not 
convincing as DPS was at 24 per cent per annum whereas other liabilities bear 
lesser interest ranging between 12 and 20 per cent per annum and hence the 
Company shou ld have pa id the electricity charges first to avoid loss. 

NESCO - North Eastern Electricity Supply Company ofO rissa Limited 
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2B.Jl. 2 Modijication of 6.5 MVA slag Fumace (FCP) 

The 6.5 MY A slag furn~ce of FCP (Furnace No.2) meant for production of 
Low Carbon Ferro Chrome (LCFC) was kept idle since 1983 due to dwindling 
market of LCFC. l n September 1997, the Company decided to convert the 
furnace for production of HCFC at a cost of Rs.2.30 crore and entrusted the 
work to RgCON Services, Yisakapatnam, even t~ough the Company was 
aware at that time (March 1996) of the declining market trend for HCFC. The 
Company completed (June 1998) the project by spending Rs. l .59 crore out of 
borrowed funds and commercial production started on 26 June 1998. It 
however stopped from 17 December 1998 due to high rate of consumption of 
power and raw material (i .e. as against Rs. 12,182 per MT it was Rs.22,064 per 
MT) and poor marketing condition.· The Company sustained a-loss of Rs.48.68 
lakh during the period from June to December 1998. As there was no clause in 
the agreement for consumption parameters, the Company could not get the 
excess consumption in the furnace rectified by the contractor. The furnace was 
again put into operation from December ·1999 to Febrnary 200 1 without any 
remedial measures and again stopped in March 2001 due to fall in price of 
HCFC in -the market. The company suffered loss of Rs.73.23 · fakh from 

• 
December !l 999 to Febrnary 200 I due to operation of Furnace No.2. Since 
capacity of Furnace No.1 was . sufficient to meet the annual sales made, there 
was no need .of operating Furnace ,No.2 . Thus, the decision to take up 
modification of the furnace despite ·!lack . of market and without ensuring 
consumption parameters was clearly injudicious which led to the capital 
investment .of Rs. 1.59 crore becoming unfruitful with consequential Joss of 
interest of Rs.25.44 lakh per annum due to blocking up of the funds to that 
extent. Jn addition, the Company suffered a loss of Rs. 1.22 crore on account of 
excess consumption of material by the re-furbished Furnace. 

Government stated (August 200 l) that FCP is able to sell the entire production 
leaving some marginal stock but due to decline in sales price the product is 
being sold at below cost of production . It was added that the contractor did not 
agree to guarantee consumption norms and the modification was not total due 
to fund constraints. The reply is not convincing as the Company had decided 
to take ·up the modification work in spite of declining trend of market and fund 
constra ints which resulted in partial modification of furnace and ultimately the 
product was sold below cost of production. 

2B.ll.3 Purchase of Dryer system in FCP 

To reduce the moisture content of chrome ore from 5- 15 per cent to a level of 
2-3 per cent in order to get quality briquettes and to reduce the cost of 
production of HCFC by .Rs. 148 per MT, the Company decided (March 1998) 
to install a new Dryer system at an estimated cost of Rs.64 lakb (equipment 
Rs.38.33 lakh, civil works Rs. l l . 17 lakh and erection and commissioning ).. 
Rs.14.50 lakh) . A purchase order was placed (May 1998) on Techtran 
Enterprises Private Limited, Calcutta, (TEPL) for supply of Double Shell 
Rotary Dryer with a capacity of 10 TPH at Rs.20.70 lakh. ~nother order was 
placed (June 1998) on RgCON Services, Yishakapatnam~ for detailed design 
and engineering, fabrication, erection, testing and commissioning of the plant 
at Rs. 14 .25 lakh. A sum of Rs. 12 lakh was paid to TEPL from May 1998 to 
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October 1999 towards advance against supply of material and a sum of 
Rs.7.49 lakh was pajd to RgCON Services from June 1998 to March 1999 
towards design and engineering and runn ing account bi lls. Further, a sum of 
Rs.9.37 lakh was spent during the years 1998 and 1999 towards steel material, 
civil works etc. 

Though the supplier had manufactured (September 1998) the dryer and its 
accessories, the project was deferred (February l 999) due to paucity of funds. 
The Company lifted (July 1999) material worth on ly Rs.16.56 lakh. The 
Company proposed to complete the project whenever ifs financial position 
improved. Jn the mean time, the guarantee for the equipment expired (October 
2000). Due to fai lure in arranging the funds, the Company lost the opportunity 

. of cost reduction of Rs. 148 per MT and hence incurred a loss of Rs.19.25 lakh 
per annum at the production level of 1999-2000 (13 ,007 MT). The delay in 
completion of work resulted in infructuous· exp·enditure of Rs.45.42 lakh i.e. 
material lifted (Rs. 16.56 lakh) advaQce to TEPL (Rs. 12 lakh), paymeQt ·to 
RgCON (Rs.7.49 lakh) and steel material and civil works (Rs.9.37 lakh) ~ ince · 
the .installation of Dryer was doubtful. ··Further, in view of the fact that 
guarantee period was already over, any defect or deterioration in quality may 
not be compensated. --

1 

Government stated (August 200 I) that the 1insta llation of dryer system wo~·ld 
be completed once the financial position improves. The reply is not correct as 
without arrangement of funds-, the Company shou ld not have gone for 
purchase of the dryer. · ' 

2B.J 1.4 . Procurement of coke 

A test check of cases of procurement of ~oke revealed the followi ng: 

2B. 11.4.1 ··'Excess payment of customs duty 0 11 import of coke 

KIW• entered (February 1999) ' into an agreement with MMTC 
TRANSNATIONAL Pvt. Ltd., Singapore, for supply of 10,000 MT of coke 
. vhich was subsequently increased (July 1999) to I I 000 MT ± l 0 per cent at 
he rate of US$ 87 per MT. As per the a~reement, any increase in moisture 

level above 5 per cent was to be adjusted/reduced from the weight in' the Bill 
of Lading. A quantity of 11,829 MT of coke was shipped (August 1999) 
wh ich had 7.42 per cent moisture content. The suppli er instead of reducing the 
quant ity for excess moisture from the Bill of Lading as per the agreement 
reduced the value in the invoice. Th is resulted in exc.ess payment of customs 
duty to the tune of Rs . l 6.28 lakh. The suppliers were requested (September 
1999) to refund the above amount but they refused to do so (October 1S99) 
since they were not made aware of the fact. Thus, due to lack of time ly action, 
the Company had to incur an avoidab le expenditure of Rs.16.28 lakh towards 
customs ?uty. 

Government stated (August 200 I) that the Company hact taken steps fo r 
payment of less customs duty which had not fructified. The reply is not 

• KJ W- Kalinga Iron Works, a unit of the company 
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tenable as instead of approaching the customs authorities, the Company should. 
have asked the supplier in time to reduce the gross weight in the Bill of 
Lading. 

2B.11.4.2 Loss due to acceptance of Breeze coke 

Though the agreements with the· suppliers provided for supply of a specified 
size of coke, KJW accepted supplies without properly ascertaining the size of 
coke. [twas noticed that the coke purchased contained Breeze coke which was 
not usable in the furnaces . Hence, the Breeze coke had to be segregated and 
sold. During the period 1996-97 to 1999-00, KIW consumed 4,67 ,909 MT of 
coke (value: Rs.217.36 crore) and generated 84,645 MT of Brel.:!ze coke. The 
loss on this account worked out to Rs.10.01 crore after allowing fi ve per cent 
nor~1al handling loss ,and sale va lue of Breeze Coke. 

Government stated (August 2001) that due to scarcity of coke, the Plant had 
very often purchased.coke from Steel Plants on 'no complaint' basis and hence 
there was no fixed percentage of undersize. Tbe reply is not ter1able since the 
Company is procuring coke not on ly from Steel P lants bur also from foreign 
suppliers and through conversion of coal into coke. 

2B.11.5 Unnecessary purchase of TG· Set without actual requirement 

The Company entered into an agreement (November 1990) with DLF Energy 
Systems, New Delhi, for supply, erection and commissioning of one 4 MW 
Turbine Generator (TG) set at a cost of Rs.7.59 crore to be commiss ioned at 
KIW by 3 1 March 1992. The TG set was commiss ioned in September 1995 
after a delay of about 3 \12. years at a total cost of Rs. 7 .81 crore. It was noticed 
that as against I 0,920 hours available, the TG set was operated for only 2,533 
hours during the period 13 May 1996 to 11 August 1997 due to frequent . 
problems/defects. The generation of power was 2.41 MW per hour as against 4 
MW projected in the agreement. The TG set was ultimately shutdown with 
effect from 11 August 1997 due to fa ilure of super-heater coi ls and soot 
blowers. 

In September 2000, the Company decided to dispose· of the TG set as there 
were already three TG sets of which two were running and one was kept as 
stand-by and invited tender for the same (November 2000). It was evident in 
audit that no assessment had been made of the actual requirement of TG set. 

1 

Thus, the capital investment of Rs .7.8 1 crore on the fourth TG set became 
infructuous with corresponding loss of interest of Rs. 1.25 crore per annum 
from September 1995. Further, in response to the Tender Notice for sale of the 
TG set, the maximum offer received by the Company was only Rs.35 lakh 
aga inst the cost o f Rs.7.8 1 crore. Disposal of .1·he set is awaited (August 200 1). _).. 

Government st<1ted (A ugust 200 I ) that the 4th TG set was procured fo r 
diversification programme of KrW which c'ould not be used due to abandoning 
of the di versifica tion programme. The reply is not tenable as the Company had 
gone for procuremeqt anc1 commiss ioning of the TG set before fina l decision 
on implemcnt8tion of'd iversi fi ca ti on-programrne. 
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2B.11.6 Cost aud time overrun ill modificatio11 of Furnace No.J of KIW 

The low shaft Bla$t Furnace which was commissioned in 1959 at KIW became 
uneconomical due to high consumption of coke. Hence, the Company engaged 
(September 1994) CMTEC Simplex CERIS (Simplex), Calcutta, who were the 
Indian representative of CERIS, for preparation of feasibility report for 
modernisation of furnace according to which the production would be 56,000 
MT of Pig Iron per annum and coke consumption would be 850 kgs. per MT 
as against the existing level of 1,350 kgs. per MT. The cost as per the detailed 
estimate of the firm was Rs. 14.75 crore (November 1994). The Company 
decided (December 1994) to modify this furnace into a mini Blast Furnace 
with CERIS technology of China. The work was entrusted (December 1995) 
to Simplex for Rs. l 8.25 crore with escalation up to 20 per cent. , In , this 
connection, the following points were noticed in audit: · 

(i) The Company has no prescribed tendering procedure. No open tender 
was floated even though the project cost was more than Rs.14 crore; · 

(ii) · Instead of placing order on Simplex as per their estimate, the ·company 
again called for an offer from them (March 1995) the reasons for which were 
not on record. This resulted in cost overrun of Rs.3.50 crore (Rs. 18.25 crore -
Rs.14.75 crore); ' 

(iii) ·-Even without accepting the revised offer, the Company called (June 
1995) for supplementary offers fr~m another three firms and in the meantime, 
Simplex increased the prke escalation ceiling from l 0 to 20 per cent. Calling 
of offers 1in piece-meal by the Company thus resulted ir\ exposing the. 
Company to further increase of cost by Rs. L83 crore being the additional I 0 
per cent escalation; · 

(iv) As per the contract, the furnace was to be commissioned before 31. 
January '1998 but it was commissioned on 5 October 1999 due to change of 
technology and slow progress of work by the firm. This resulted in. time over
run of 20 months and consequential production loss of 93,333 MT of Pig Iron 
valued at Rs.57.69 crore; and 

(v) Liquidated damages (LD) amounting to Rs.91.25 .Jakh were not yet 
levied on the firm for delay in completion of work (December 2000). 

Government stated (August 200 I) that time overrun was due to certain 
difficulties like delay in supply and irregular payment to Simplex and LD 
would be charged after settlement of th~ir accounts. The fact remains that the 
Company had not closely monitored the ti11iely execution of the project even 
after expenditure of Rs. 18.38 crore (Final bill not yet passed). Further, LD 
should have been recovered from the contractor from their bills entertained so 
far (August 200 1 ). 
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[ 2B.12 Sales pe"rformance 

28.12. l Sales policy am/ targets vis-a-vis achievement of sales 

The Company had no sa les policy of its own. The company had been· 
appointing selling agents on commission basis for se lling it~ products. Though 
as per agreement, the selling agents were to submit reports every month 
regarding the market trends, activities of competitors, anticipated sales, etc ., 
thi s was not followed by the agents nor insisted upon by the Company. Thus, 
the Company was finali sing. the selling price without sufficient market 
information and was not ab le to increase its sales to meet the break even. 
Further, the sales targets fixed by the company were not realistic as ad hoc 
targets were fixed without any apparent basis. It was further observed that the 
targets were under-pitched in most of the ' years which enabled I 00 per cent 
achievement. 

Government stated (August 2001) that IDCOL had an adequate sales policy, 
the prices of the products were being finalised w ith suffi cient market 
information and achievement of sa les targets depends upon production. The 
reply is not acceptable as· the Company had not framed any sales policy nor 
conducted any market survey and curtailed production forwant of sales. 

28.12. 2 : Cash loss from Con versio11 Sale 

The Company entered into an agreement (January 1995) w ith Tata Iron and 
Steel Company Limited (TISCO) for conversion of chr.ome ore into HCFC. As 
per the agreement, TISCO had to supply chrome ore and coke free of cost and 
all other inputs were to be supplied by the Company. Further, the conversion 
charges were to be fixed accord ing to the change in the market price of HCFC. 
It was noticed that the conversion charges cou ld cover only the variable cost 
o·nly during 1995-96. 1From 1996-97 to 1999-2000, the Company converted 
13,484 MT of HCFC and rece ived conversion charges of Rs.19 crore against 
the variable cost of Rs.20.28 crore (excluding cost of chrome ore and coke) 
and thus incurred a cash loss of Rs. 1.28 crore. 

Government stated (August 200 1) that when the market price of HCFC was 
much lower than the actua l cost of production, one cou ld not expect to receive 
full conversion cost in conversion agreement. The rep ly is not tenable in view 
of the fact that the Company has not adequately safeguarded its interest to get 
convers ion charges atleast to meet break even point which resulted in the loss. 

j 2B.13 Re-structuring of Units and Subsidiaries 

-

As per the report of the Cabinet sub-Committee on functioning of Public _>
Sector Undertak ings, the State Government directed (October 1996) the 
Company to take up/contirrt.1e with re-structuring measures for · its units and 
subsidiari es. ft is seen that none of the recommendations had been 
implemented (January 200 I) except the merger of Hi ra Cable Works with 
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HI WL with effect from February 1997. Detailed scrutiny of three cases 
indicated the following: 

28.13.1 No11-disi11vestme11t of shares of HIWL due to delay by 
Gover11me11t 

Three offers were received in response to an advertisement (December 1998) 
issued inv iting offers for takeover of HIWL. The highest offer was from Klen 
and Marshalls Manufacturers and Exporters Limited, Chennai, at the rate of 
Rs.3 1 per share. Negotiations were conducted (May 1999) with the firm who 
agreed to increase the price to Rs.33 per share. S~1bsequent l y, the Government 
level Committee had a meeting (November 1999) with the firm who further 
increased their offer to Rs.35 per share. The proposal to accept the above 
mentioned offer was sent (December 1999) for Cabinet approva l. The offer of 
the firm was initia lly valid up to 30 June 1999 which was extended from time 
to time up to 31 July fOOO. The Company issued four reminders to ;the 
Government from April 2000 to July 2000 requesting approval for the 
di sinvestment proposal. But .the approval ·fro1n ·the Cabinet had not been 
received till the validity of the offer i.e. 31 July 2000. The Company requested 
(July 2000) the firm to extend the validity of their offer up to 3 1 October 2000. 
The firm did not extend the validity of their offer and , the disinvestment 
proposa l did not materialise. 

" Thus, the Company lost an opportunity of disinvesting its shares in HIWL for 
Rs.17.14 crore as against the net worth of Rs.7.02 crore due to unexplained 
delay by the Government. · 

Government offered (August 200 1) no comments. 

2B.13.2 Restructuring of IDCOL Rolli11g Mill -No11-co11sideratio11 of 
Lease Optio11 .. 

Sixteen o ffers were rece ived in response to an advertisement (May 1997) 
inviting offers for take-over/joint venture/ lease etc. of IDCOL Roll ing Mill 
(IRM). But only two parties viz. Ardee Business Services Pri vate Limited 
(ABS), Vishakapatnam, and Concast Ispat Limited (CJL), Calcutta, deposited 
the requis ite EM D. The offer of ABS being unreasonable was not found to be 
acceptab le. CIL offered to take over the Rolling Mi ll on lease basis for a 
period of 11 years at a lease rental of Rs.60 lakh per annum for the first three 
years and at the rate of Rs.84 lakh per annum for t_he remaining period. They 
also submitted an offer for outright purchase at a price of Rs 250 lakh. The 
firm was requested to increase both the offers and submit rev ised offers 
(August 1997). The firm submitted a revised offer only for out right purchase 
at a price of Rs.4 crore when the capitalised cost was Rs.2.29 crore and written 
down value was Rs.70.59 lakh. As this offer was not considered satisfactory, 
the EMO was refunded (June 1998). lDCOL did not pursue the lease option. 
Had the lease option been considered and fructified, the Company wou ld have. 
earned Rs. 120 lakh during the last two years ended June 2000. It is pertinent to 
mention that the Mill had stopped production from August 1998 and was id-le. 
The idle wages amounted to Rs. 1.22 crore per annum. 
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Government stated (August 2001-) that the party backed out from the lease 
proposal when a security deposit of Rs.SO lakh was stipulated. The replx is not 
correct in view of the fact that the party, had agreed to extend Bank Guarantee 
of Rs .25 lakh and cash deposit of Rs.25 lakh towards security deposit. Hen~ 
his offer for taking IRM on lease should have been accepted. 

2B.13.3 Handing over of Management contract of IPE.WL .to BEPL, 
Hyderabad 

With the approval of the Board of Directors of IDCOL, ·an agreement was 
executed (April 1998) between IDCOL Piping and Engineering Works 
Limited (IPEWL) and Brindavan Engineering Private .Limited (BEPL), 
Hyderabad, wherein it was envisaged that BEPL would provide Management 
assistance and bring in additional working capital so as to achieve cash profit. 
Shri E.V.Prasad, Managing Director of BEPL, was appointed as Director 
(Operation) of IPEWL. As ·per the agreement, BEPL was entitled to 35 per 
cent of the profit as management fees and in the event of loss, BEPL was to 
compensate IPEWL 35 per cent of the loss during the initial period of three 
months ·and . 100 per cent of ·the ·Joss there'after. No security deposit/bank 
guarantee was however sought or :obtained from BEPL. After execution of 
agreement, the performance of IPEWL instead of improving, :deteriorated 
further. BEPL neither brought in working capital nor reimbursed the cash loss 
as ·agreed upon. Management stated (September 2000) that Mr. E.V.Prasad 
was absconding since 12 February 1999 and the agreement was terminated on 
25 March 1999. As no security deposit was obtained, the Company could not 
recover the amm.mt of Rs.73.88 lakh towards compensation for cash loss and · 
Rs .8.99 lakh taken by BEPL as advance. F.l.R. was lodged (March 2000) wit_b., 
the .Vigilance Police Station, 1 Bhubaneswar, and the matter was under 
investigation. Hence, injudicious ,. decision-making, lack of monitoring of 
investments made and failure to exercise normal commercial prudence m 
obtaining security deposit or bank guarantees Jed to loss of Rs.82.87 lakh. 

Government stated (August 200 l) that no transfer of any asset or any 
assignment thereof in favour-of BEPL was envisaged and as such it was not 
considered to stipulate any security deposit. The reply is not tenable as BEPL 
.was to bring in working capital and share the loss during the period of their 
management for which ~he Company should have collected security deposit to 
protect its interest in the event of failure by BEPL. 

J .2B.14 Inventories 

The Company had not fixed any norm for the minimum, maximum and re
ordering level of stock for inventories. It was observed that the holding..J)f 
inventories ranged between Rs.40.48 crore ( 1996-97) and Rs.46.63" crore 
( 1999-2000). This was mainly due to procurement of raw material and stores 
and spare parts in excess of actual requirements and on account of huge unsold 
finished goods in stock. It was noticed in audit that the stock of raw material 
and stores and spare parts held by FCP during 1996-97 to 1999-2000 
represented 7 to 10 months' and 65 to 124 months' consumption and by KlW 9 
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to 24 months' and 37 to' 67 months' consumption respectively. Further, due to 
excess raising or'chrome ore by FCP from its mines in l996-97, 24,583 MT of 
chrome ore constantly remained in stock during all the four years ending 
1999-2000. Thus, the raising cost of Rs.3.23 crore spent by the Plant out of the 
borrowed funds was blocked up with consequentia l loss of Rs.2.07 crore on 
payment of interest for these four years. ' 

Government stated (August 200 1) that the chrome ore should not be a factor 
of concern as the Company is not purchasing the same. As regards coke, the 
Company has to procure as much quantity as available without looking into 
inventory point since it is a very scarce material. The reply is not acceptable as 
the Company incurs considerable expenditure on raising of chrome ore and 
coke is being procured very often on no complaint basis. 

I Conclusion 

The .Company · had failed to achieve its primary objective of .·promoting 
industries in the State and had tied up its investments in its three units, eight 
subsidiaries and eight joint-sector/joint-ventures and other companies. During . 
the period 1996-97 to 1999-2000, no new industry was promoted by the 
Company except one subsidiary (November 1998) called IDCOL Software 
Limited. The Company had been continuously incurring losses from 1996-97 
onwards due to poor capacity utili sation, excess consumption of raw material , 
injudicious investment decisions and unfruitful investments in subsidiaries and 
other companies. The Company lost the opportunity of disinvesting/privatising 
the losing units owing to non-receipt of approval from State Government. 

It is imperative that the Company initiate necessary steps for improvement in 
its performance. Concerted endeavour need to be taken at Government level to 
divest the units incurring cash losses. 
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2C. REVIEW ON PROJECT IMPLEMENTATION OF 
NEELACHAL rSPAT NlGAJ\1 LIMITED 

Highlights 

Consequent upon refusal of foreign parties to contribute towards equity 
of the Company to t~e- extent of Rs.130 crore, IDBI revised (February 
200 I) the project cost to bridge the gap by equity contribution from 
public issue and supplier of equipment. However, this effort was not 
successful and the Company was forced to avail more loan amount. 

(Parc1graphs 2C.2 and 2C.5. /) 

Award of the work of basic and detailed engineering of Blast Furnace 
equipment to three parties instead of getting the work carried out by 
MECON with the assistance of ITALIAMPIANTI resulted in .extra 
expenditure of Rs.1.32 crore. 

[Paragraph 2C.9. I (ii) (a)] 

Failure to identify 1,360 MT steel structure as scrap forced the Company 

1 
I 

.. 

to import this material with Blast Furnace by incurring an expenditure of , 
Rs.1.73 crore towards freight and stevedoring charges. 

[Paragraph 2C. I 0.2.1 (a)] ~ 

Unnecessary recovery of cables and pipes from dismantled material 
resulted in loss of Rs.0.58 crore. 

[Paragraph 2C. J0.2. I (b)] 

Failure on the part of the Company to ensure proper storage of the 
refurbi~hed mudguns and drilling machines necessitated a second 
refurbishing at a cost of Rs.0.39 crore which was clearly avoidable. 

(Paragraph 2C. J 0.2. 2) 

Non-supply of material by the supplier despite payment of mobilisation 
advance aggregating Rs.12.56 crore resulted in loss of interest of Rs.l.86 
crore. 

·· (Paragraph 2C. I 0.2. 3) 

j 2c.1 Introduction 

Neelachal I spat Nigam Li mited (N INL) was set up ( I 982) by Government of 
India at Duhuri , in di stri ct Jajpur, Ori ssa, fo r manufacturing pig iron. As there 
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was no progress in the project, Orissa Sponge Iron Limited (OSIL) was 
inducted as promoter of the Company in 1992. The project was transferred 
(April 1994) by Govemmen't of lndia to Government of Orissa at a token 
value of Re. I against transfer of 77,29,000 equity shares of Rs. I 0 each 
amounting to Rs.7.73 crore alongwith the assets and liabilities and the 
Company became a State Government Undertaking. OSIL withdrew from the 
project (September 1995) and the amount paid by them (Rs.6.76 crore) was 
refunded by the Company. The Company in their 52nd Board meeting 
(October 1995) resolved that Minerals and Metal Trading Corporation 
(MMTC) would takeover charge as Co-Promoter/M anaging Promoter of the 
Project. 

I 2c.2 Project Appraisal by IDBI 

The ' Industrial Development 'Bank of India (IDBI), · being .the 1 lead financia l 
institution, approved (September ·l 996) the estimated cost of the project for 
Rs.1 ,5 10 crore with debt equity ratio of 1.5:1. It was proposed that NINL 
would be promoted by MMTC Limited, Industria l Promotion and Investment 
Corporation of Orissa · Limited (JPICOL) and Metallurgical Engineering 

· Consultants L imited (MECON) with equity pariicipation from ;Common 
Wealth Development Corporation (CDC), UK and LG International 
Corporation (LGC), Korea. T-he Company was to set up an integrated Steel 
Plant for manufacture of 3 lakh ton of steel wire rods, 3.2 lakh ton of steel 
billets and 4.9 lakh ton of basic grade pig iron per annum. 

The IDBI appraisa l (September 1996) envisaged that the project would be 
I t d . II t . 36 th b S t b 1999 fl II comJ e e 111 a respec s m mon s >Y ep em er as 0 ows: 

SI. Activity Projected Month of Completion 

No. ' 
- -· - - - ··-· .. -

I Acquisition of land September 1996 
' 

2 Civil construction wcrks To commence from December I 996 

3 Arrival of re-furbi shed component of September 1997 

Blast Furnace from three European firms 

4 Indigenous re-furbishing to be completed September 1997 

5 Orders for Plant & Machinery to be placed December 1996 to March 1997 

6 Equipment were to start arriving at site from October 1997 

7 Supply was to be completed for Pig Iron July 1998 

Plant (Phase-I) 

8 For entire Steel Plant June 1999 

9 Commencement ofproduclion 

(i) Pig Iron (Phase I) October 1998 

(ii) Integrated Steel Plant (Phase r£) September 1999 
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As per the lDBl appraisal (September 1996), the project was to be financed by 
equity of Rs.603 crore and loan of Rs.907 crore {Rupee Term Loan (RTL) 
Rs.604 crore (67 per cent) and Foreign Currency Loan (FCL) Rs.303 crore (33 
per cent)} with debt equity ratio of 1.5: 1. Since the pace of implementation of 
the project could not be maintained by the Company due to delay in 
acquisition of land for the project and due to the inability of the Company to 
achieve financial commitments on account of withdrawal of CDC and LGC 
fron: the project due to economic crisis in thei r countries and non-receipt of 
public portion of equity, a mid-term review of the project was undertaken by 
IDBI in February 200 I. According to the mid-term appraisal, the means of 
finance of the project (Rs. l ,524 crore) was equity .Rs.555 crore and loan 
Rs.969 crore with debt equity ra~i o of 1.75: 1. 

In order to reduce the financial outlay on the project and gap in financ ing, 
IDBI modified the scope of the project by excluding the Air Separation Plant 
(ASP) estimated to cost Rs.65 crore and the Wire Rolling Mill, the origina l 
cost of which was Rs.152 crore. As per .the revised estimate, Phase-I of the 
project was to be completed by June 200 I and Phase-II by June 2002. 
However as on 31 July 200 1, the Company had received equity of Rs.200.45 
crore {MMTC Rs.115.52 crore (21 per cent), IPICOL Rs.73 crore (13 per 
cent) MECON Rs.5 crore ( 1 per cent) and equipment supplier Rs.6.93 crore (l 
per cent)} and loan of Rs.586.40 crore {RTL Rs.546. 21 crore ,(56 per cen t) 
FCL Rs.40.19 crore ( 4 per cent)} . 

The ·sources and utilisation of funds as ~per the IDBI appraisal (September 
1996) and Mid Tem1 Review repor1 .(February 200 1) have been shown m 
Annexure-15. 

I 2c.3 Organisational Set-up 

The Management of the Company is vested in a Board of Directors consisting 
of 11 Directors. The Managing Di rector is the Chief Executive of the 
Company who is assisted by Executive Directott (Project), Director (Finance), 
Chief General Manager (Works), General Manager (Administration) and a 
Company Secretary for secretarial and financia l matters . 

I 2c.4 Scope of Audit 

The review conducted between December 2000 and March 200 I covered the 
various aspects of project implementation viz. (i) agreements made with 
various financial institutions for availment of term loans/foreign. currency 
loans, (ii) the system fo llowed for awarding contract for civil w0rks/supply of 
plant and machinery including erection, supervision and training etc., (iii) the 
procedure adopted for purchase of project material, (iv) progress vis-a-vis the 

'schedule of implementation and (v) ana fysis of time and cost over run with 
overa ll impact on the project cost and the result thereof. 
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I 2c.s Gaps in tying up financing arrangements 

2C.5.J In the mid teDTI review undertaken by IDBI in February 200 l, it 
was envisaged that MMTC would contribute an additional amount of Rs.50 
crore towards equity. However, the Company received (July 2001) only 
Rs.15.)2 crore. The unsecured loan ofRs.50 crore to be received from MMTC 
(considered as equity) had not yet been received (July 2001) by the Company. 
Further, the Company has received only Rs.6.93 crore from the equipment 
suppliers as against the assessment of Rs.277 crore from the public/equipment 
suppliers. Hence, there was a gap of Rs.354.55 crore in the equity of the 
Company which adversely affected the commiss ioning of the Phase-I of the 
project scheduled to be completed by June 2001. ' ' 

Government stated (August 200 l) that IDBI sanctioned 1 Rs.50 crore towards 
equity participation in the Company which is expected to be received during 
August/September 200 I after additional equity of Rs.50 crore of MMTC is 
received during July/ August 2001 and balance Rs.30 crore is being tied up 
through private placement. It was observed in audit that the gap in financing 
arrangements remained unfilled as MMTC had intimated (June 2001) that they · 
would not contribute the unsecttred doan of Rs.50 crore ·in which case the 
receipt of equity from IDBI is :also doubtful. The Company had al'so not made 
any. arrangement for public issue of equity so far (July 2001 ). 

• I I I . 

2C.5.1.J Mannesmag 1-Demag-Metallurgy (MDM) ,.Germany and their 
Indian Associate Indomag Steel Technology (IST) ·Limited, New Delhi, 
offered (November 1998) to contribute Rs.20..70 crore (equity Rs. 12.85 crore 
and preference shares of Rs.7.85 crore) to the equity of the company in view 
of Letter of Award placed on them (December 1998) for supply and erection 
of equipment worth Rs. 150.88,crore. However, MDM paid only Rs.6.43 crore 
(November 1998 and January · 1999) and refused (May 1999) further 
contribution unless guarantee from MMTC/IDBI for buy back of their share 
was furni shed to them. : 

Subsequently (September 1999), MDM was merged with SMS Demag Aff 
Germany and the Company signed (April" 2001) a Memorandum of 
Understanding (MOU) with SMS Demag (SMSD) according to which SMSD 
agreed to contribute balance equity (Rs.6.42 crore) in three instalments and 50 
per cent of preference share after opening of Letter of Credit against supply of. 
equipment. The balance amount of preference share would be paid by SMSD 
after issue of Performance Acceptance Certificate from the Company. 
However, execution of agreement with SMSD is still pending (July 2001) and 
the Company had not received any a~ount from SMSD (August 2001). 

Government stated (August 200 I) that shareholders agreement was being_ 
executed wherein. buy back clause would be incorporated as per the provisions. 
of th~ Companies Act. 

· 2C.5.J.2 Two contracts were entered into by NINL with GA Danieli 
Tndia Limited, Ca lcutta, in September 1999. As per: Article 13 of the contract, 
the firm was to pay Rs. I crore towards equity of NINL (50 per cent before 
issue of LOA and ba lance 50 per cent in three instalments after expiry of 45 

65 



Failure to adhere to 
time frame led to cost 
overrun of Rs.232 
crore. 

. , 

..... 

Audit Report (Commercial) for the year ended 31 March 2001 

days from the date of contract). Though LOAs were issued in July 1999, the~ 
firm paid (21 September 1999) only Rs.50 lakh towards equity and no further: 
payment was received by NINL, till July 2001. 

Government stated (August 2001) that negotiations were in progress for re-· -r> 
validation of the contract and matter regarding equity wou ld be re-negotiated} 
in view of delay in execution of the contract. 

Thus, the assumption of the Company to meet initial project expendituret 
through equity was belied and consequently more loan funds had to be availedJ 
which adversely affecteq the financial viability ofthe Project. 

l-2C.6 Progress of Pr~ject: Cost and time overrun 

_As 'per originai :project ·appraisal report of ·IDBI, >the "project was 
0

to ·tie ' 
completed by September 1999. The land for the project was acquired from the 
State Government between .March · 1997 and June ,"1998 as against the• 
scheduled date of Septem9er 1996. In view of delay in handing over the land 
by the State Governmenb, the Company fixed the zero date of the project as 15 
January 1998 with the stipulation for completion 'of the project by March 2001 
(Phase I and II both). However, it was noticed\ in audit that the Company could 
not adhere to time> schedule because of the following reasons: 

I 

(a) Failure on 
1
;he 

1
part of the Company to tie up financing arrangements as 

discussed in para 2C5 supra; 

/ 

(b) Civil construction work awarded to the contractor (August 1997) for 
completion by.. November 1998 were still in progress (July 200 1) due to 
awarding of extra ,items of work on piecemeal system discussed vide para 
2C.l 0.3 infra; 1 

(c) In case of 22 'packages, the placement of supply orders and in case of 
20 packages (Phase 'I) approval of vendors drawings from Company's 
consultant were still pending (July 2001 ) . Simi1arly, in case of 30 packages of 
Phase II, there was no progress of work at all discussed in para 2C.7 infra. 
Subsequently (February 200 1), IDBI undertouk a mid-term review of the 
project and assessed the project cost at Rs.1 ,524 crore with scheduled date of 
completion of Phase I and Phase II in June·200 l and June 2002 respectively. 
Audit scrutiny revealed the following: 

(i) The initial estimated cost of the project was Rs.1,5 10 crore ha9 gone 
up to Rs. 1,524 crore even after exclusion of the (a) Air Separation Plant 
(Rs.65 crore) and (b) Wire Rolling Mill (Rs. 152 crore). Further scrutiny in 
audit revealed that the revised project cost did not include computer hardware· _,,;... 
and software estimated to cost Rs. l crore included in the initial project' 
estimate (Rs.1 ,5 10 crore). Hence, there. is a cost overrun of Rs.232 crore 
which could haye been avoided had the project been implemented as per 
schedule; . 
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(ii) As against the. revised project cost of Rs. l ,524 crore, the order placed 
(capital commitment) for acquisition of plant and. machinery, execution of 
civil works etc. stood at Rs.832.30 crore as on July. 200 1. However, ·the actual 
expenditure during the corresponding period was Rs.785.65 crore; and 

(iii) The Company had awarded the work of Basic Oxygen Furnace (BOF), 
Continuous Casting Plant (CCP) and Gas Cleaning Plant (GCP) of Phase-II to · 
SMSD which was to be executed after 22 months from the date of re
validation of the Contract. Since the Contract had not been re-validated so far 
(July 2001) as discussed vide paragraph 2C.10.2.3 infra, the completion .of the 
work by June 2002 (schedule date of completion of the Project) appears to be 
remote which may lead to further ti~e overrun and cost overrun ... 

I 

Government stated (August 2001) :that "the revised proj_ect estimate has been 
approved and the delay as well as cost overrun had been analysed by IDBI and 
other lenders. The reply is untena}?le since the delay in implementation of the 
project had been attributed by· IDBI ·to lapses on the part .. of the Company. 
Thus, the time overrun and cost overrun should have been avoided ,by better . 
management control. · · · 1 

·' ' · • 
1 

· ' ' 

I 2c.1 Completion pf project as per revised schedule I., 
2C. 7.1 As per the revised !project estimate (February 2001), 

1
·Phase-I 

was to be completed by June 200·1 and commercial production of pig jron was 
to commence from October 2001. However, against the projected cash flow of 
Rs:l25.16 crore for completion ,;of ·!Phase-I, the Company r~ived -only 
Rs .18.97 crore (equity Rs. 15.52 crore and FCL-Rs.3.45 crore) up 'to July 2001 
as a result of which Phase-I could\.not .. be completed in time. Taking into 
consideration the anticipated receipt oriRs.84.48 crore by September 200'1 a,s 
discussed in para 2C.5. l supra and available balance of Rs.1.20 crore as on 
July 200 1, the completion of the Phase-I of the Project appears to be doubtful. 
Further, in the absence of any tie-up arrangement of funds for Phase-II, the 
chance of completion of Phase-II by June 2002 was also bleak. 

2,C 7.2 There were 226 number of major packages (Phase-I-1 57, 
Phase~II-69).- 0ut of 157 packages for Phase-I, 106 Packages were reviewed in ~ 

audit and it was noticed that works for 31 packages had been completed at a 
cost of Rs.76.36 crore with time overrun ranging between 2 and 28 months in 
comparison to· the scheduled date of completion1 while ini case of 53 packages 
the work valued at Rs.377.05 crore was still continuing (July 2001) against 
which an expenditure of Rs.230.88 crore had been incurred (July 200 1) even 
though their target date of completion had since expired. The· time overrun in 
these cases as on July 2001 varied from 3 to 32 ~onths. The reasons for non
completion of work of these packages were delay in obtaining approval of 
vendors drawings from the Company's consultant (20 cases), non-completion 
of erection work (9 cases), non-supply of material by the supplier, non
conducting· of inspection of material by the Company ana defective 
submission/non-submission of drawings by vendors (24 cases). For 22 
packages, LOAs are yet to be issued (July 2001) by the Company. In case of 

I 
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Phase lI, l 0 cases were under execution, in 6 cases placement of orders were 
not fully completed, in 23 packages percentage of tendering. varied· from· 0 to 
75 and there, is no progress in balance 30 cases (July 200 1). 

Government stated (August 2001) that there was delay in supply of drawings . .(' 
by vendors due to non-payment of mobilisation advance in time and the 
contracts were. being extended in line with the rev ised schedule. The reply is 
untenable in view of the fact that the Company had paid mobilisation advance 

I 

as per the terms of the Contract but fai led to ensure timely submission of 
drawings by vendors. 

I 2c.s Borrowings 

During the period from June !1997 to July 2001, the Company availed (both 
foreign currency and Rupee term loan) tem1 loans aggregating Rs.586.40 crore 
against the projected amount of Rs.969 crore. The Company paid the 
instalments of interest ti ll September 2000. Thereafter, no further repayments 
were made either for interest or principal. The instalmert of interest liability as 
worked out by the Company as on .March 200 l stood/ at Rs.37.19 crore. The 
Company submitted (December 2000) proposal for re-phasement of loan to 

~the Fls/Banks which was considered by IDBI in May 200 1-with the fo llowing 
main conditions: ' 

r -

(a) Punded Interest Term Loan (FITL) was granted for Rs.33 .50 erore 
during the constrnction period of October 2000 to June 2002; 

(b) FITL loan of Rs.33.50 crore would bear interest at the ·tate of 12.5 per 
cent being the minimum term lending rate (MTLR); 

(c) The Company would pay 3.5 per cent interest over and above MTLR; 

( d) Additional interest at the rate of I per cent shall also be payable on 
FITL; 

(e) Up front fee at the rate of 1 per cent would also be payable on FITL; 
and 

(f) Loan agreements were to be executed within fou r months from the date 
of receipt' of Letter of Intent (10 May 2001 ). 

Thus, the re-phasement would result in additional financial burden of Rs.6.04. 
crore to the company. However, the loan agreement has not been executed by 
the Company so far (July 200 I). Approva l of the rephasement by other 
financial institutions except Syndicate Bank was also awaited (July 200 I). J 
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I 2c.9 Consultancy Services 

The Company made a contract (January 1998) with MECON as its consultant 
at a fee of Rs.36 crore (Phase-I & II) based on 2,000 man months for site -
services at the rate of Rs.43,300 per month as against which Rs.35 crore was 
incorporated in IDBI project appraisal report (September 1996). The contract 
was given effect from January 1997 with a validity of 52 months ending June 
2001. The Committee of Directors while approving (May 1997) the contract 
for Rs.36 crore urged for inclusion of 1;000 mandays for expediting services at 
the rate of Rs.3,050 per manday i1)' addition to 2,000 man months but thi s 
e lement was neither included in the contract nor were the fees got reduced by 
Rs.30.50 lakh. 

The scope of services to be rendered by MECON included Package-I (Design 
and Engineering Services and Procurement · Services), Package-II (Project 
monitoring services), · Package-Ill (Detailed superv ision services and 
assistance in commiss ioning services) and Package-IV (Expediting and 
Ins pection services ·and reporting of status of manufacture and supply of 
indigenous equipment). ' • 

2C.9.J ':Perfor1i1ance of contractual activities 

(i) It was seen in audit that 2, 182 man months bad 'already been utilised 
for site service Pha?e-1 . alone as of .February 2001 ~ as aga inst 2,000 man 
months. As per discussion held on March 200 I between representatives of the 
Company and MECON, it was assessed that 418 man months more (upto June 
200 1) was required for completion of Phase-I of the project. This would result 
in an extra expenditure of Rs.2.60 crore for Phase-I of the project alone. Since 
Phase-I had not been completed (July 2001 ), more 1 man-months would be 
required for completion.of the work. 

I ' 

Government stated '(August 2001) that since the Blast Furnace could not be 
commissioned within the stipulated period, MECON's man-months deployed 
for this project exceeded the man-month provided in the contract. It was added 
that efforts were sti ll being made to complete the entire project within the limit 
of Rs.36 crore. The reply is not tenable since no arrangement had been made 
with MECON for limi ting the expenditure within Rs.36 crore despite delay in 
complet.ion of the Project. 

(ii) The following further irregularit ies were noticed m audit m 
performance of contractual activities: 

(a) C lause 5. 12 of the contract . envisaged that NINL would ensure 
assistance form IT ALIAMPIANTI/original designer to enable MECON to 
carry out ·basic and deta iled engineering of the Blast Furnace. However, 
though the required drawings and detai ls· were obtained · from 
lT ALIAMPIANTI, preparation of detailed engineering drawings were· 
awarded to three parties (Pau lwurth lndia, GHH-Borsig and· BHEL India) at a 
total cost of Rs. 1.32 crore and MECON was not asked to furn ish the detailed 
engineering drawings as per clause 4. 1.2.2 (c) (i i) of the contract. 
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Government stated (August 2001) that since Paulwurth and GHH-Borsig were 
original suppliers for Blast Furnace Bell Less Top (BLT) system and Electric 
Turbo Blowers respectively, drawings and. documents were received_ from 
them. It was added that turn key- job of Blast Furnace (BF) Electrics was 
awarded to BHEL because the whole electrics of BF Complex were procured 
new except for few panels brought from Italy. 

The reply is not tenable because as per the terms of contract with MECON, the 
work should have been carried out through MECON with assistance from 
IT ALIMPIANTI who was the original designer even though material was 
procured form different parties. 

(b) As per clause 4.1.2.2 (e) 'of th~ contract, MECON was 'to scrutinise 
spares and spare parts li st of the dismarltled equipment of Blast Furnace and 
certify its adequacy/assessment of further requirement for proper operation of 
the plant. However, it was seen .in audit that instead of getting the assessment 
from MECON and purchasing the material directly from the suppliers, the 
Company .allowed BHEL to purchase .from other suppliers on payment of 15 
per cent .overhead charges. The :Company ·paid R s.27.73 '-lakh .to !;BHEL 
towards 15 per cent overheads on procurement of material worth Rs. 1.85 1crore 
from other suppliers. ' 

Government stated (August 2001) that assessment of MECON was done lfor 
refurbishing of the equipment. The parts ,which were required during ..\the 
course ofaefurbishing could only be ascertained by BHEL who was doing 'the 
refurbishing job. The reply is · untenable :-'since as per scope of work .of 
MECON, if was to certify the adequacy of available spare parts as well as to 
certify the assessment of further requirement for proper operation of the 
related plant 

I 2c.10 ~rocedure for purchase/execution of wor k orders 

2C.10.1 ~·Process of Tender: The Company adopted (August 1997) the 
following procedure for purchase/execution of work orders: 

Basis Criteria 
· Single Past/reputed supplier meeting Urgent/emergency pur:chase and 
Tender delivery and quality requirement contract job/civi I, structural, 

mechanical and electrical, not 
exceeding Rs.5 lakh in each case. 

Limited Out of a panel of reputed firms Specialised plant and equipment, 
Tender pre-assessed by consultant from civi l structural, mechanical and 

their approved and qualified electrical contract jobs. 
vendor list 

Open Short listed out of pre- Specialised plant and equipment of 
Tender qua Ii ti cation bids rece ived complex techno logy and large 

through news papers/trade. packages. 
Journals/advertisements 

-
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Scrutiny of records revealed that on 38 occasions, the Company placed 
purchase/work orders valued at Rs. 10.12 crore on single tender basis between 
Novemb-er 1997 and December 2000. Out of these 38 occasions, 
purchase/work orders were placed in 8 occasions with money value· ranging 
between Rs. 11.70 lakh and Rs.246.30 lakh against limit of Rs.5 lakh in each 
case on single tender between March 1998 and December 2000. The aggregate 
value of the purchase/work order was Rs.6.97 crore. The criteria for urgent 
purchase was also not met as there was delay ranging from 2 to 12 months in 
the purchase. 

2C. J0.2 Executio11 ·of co11tracts 

As on 31 July 200 l , the Company incurred an actual expenditure aggregating 
Rs.785.65 crore towards acquisition of plant and machinery and execution of 
civil works etc. The points .noticed in aud it are as foll~ws: 

2C.J0.2.J Purchase of Second Hand Blllst Furnace 

(i) ·orissa Sponge Iron Limited (OSIL), the earl ier promoter of the project, 
had purchased (May 1992) ·a second hand Blast Furnace from Stee l Works . 
Sud, 1L VA, Italy, at a lump sum cost ofUS$ 7 mi ll ion with the available spare 
parts and technical documents on "as is where is as seen basis" with FOB 
delivery without any warranty. Payment to-the supplier was to be made within 
July 1992 beyond which -interest at the rate of 6 ·per cent per annum was 

: payable. As per terms ofi the contract, the firm was also entrusted with the job 
of dismantling the Blast ,furnace at a cost of US$ 6.3 mi ll ion. After OSIL · 
ceased to be the promoter (October 1995), the new management was actively 
involved in carrying out the inspection, of dismantle9 material for which a 
team of Engineers from the Company/MECON visited ILVA Workshop, Italy, 
from IO April 1995 to 31 January 1996 and again in July 1996 to inspect and 
supervise the work. An amount of US$ 16.54 mi ll ion aggregating Rs.56.8 1 
crore ·was pa id (December 1994 to September 1996) including interest (US$ 
0.77 mi llion) and extra items ,(US$ 0.36 mi llion) and landed cost (US$ 2.1 1 
million). 

In this connection, the fo llowing points were noticed in a udit: 

(a) Lack of ide11tificatio11 of scrap resulting in e.x:tra expenditure: 
D ismantled materi al of 8,446 MT was shipped to India in three shipments 
between February and August 1996 at an expenditure of Rs. l 0. 75 crore 
incurred towa rds freight and stevedoring charges. From the month ly progress 
report (February 200 1) of MECON, it was seen in audit that out of 5,250 MT 
of steel structure given to Hindusthan Steel Constru~tion Limited (HSCL) for 
refurbishing, only 3,890 MT of Steel structur~ could be refurbished. The 
ba lance of 1,360 MT (23.90 per cent) was discarded as scrap as this quantity 
was beyond refurbishing. 

I 

It was noticed that though the representatives of fthe Company/MECON 
identified (Ju ly 1996) 1,300 MT of cast house struch1re as abandoned material 
not fit for transportation in view of the expenditure involved even before 
HSCL could take up re furbishing, they did not exercise the same experti se~~ 
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identify 1,360 MT steel structure as scrap despite their presence at IL VA 
workshop from April 1995 t~ April 1996 at the time of dismantling. The 
fai lure of the. Company(MECON to identify 1,360 MT of scrap steel structure 
resulted in· avoidable expenditure of Rs. l.73 crore towards freight and -( 
stevedoring charges. 

Government stated (August 2001) that after visual inspection during the time 
of dismantling, the equipment thought to be fit for use were brought and 
redundant items could be ·salvaged and utilised in future course of plant 
operation. The reply is not tenable in view of the fact that new structures were 
fabricated and erected.in place of the redundant structures brought from Italy. 
Hence, the Company should ' not have brought those items from Italy 
considering the cost of freight and stevedoring charges. 

I I I 

(b) IV1111ecessary recovery rof copper cables and· pipes: . Though . the 
recovery of copper cables· and ,pipes from the dismantled material was beyond 

. the scope of SWS, IL VA, recovery of 6,715 meters of cables and 3,284 
, number of pipes was carried out at . IL VA at a cost of US $ 0. 16 million 

(Rs.57.94 lakh). It was subsequentl y seen from the store report (January 2000) 
that the cables. were damaged and their insulation value was low and 2,681 

· number of pipes out of 3,284 ·!pipes were unserviceable. Since the Company 
had replaced cables '(l ,200 meters) and 367 pipes valued at Rs.30.47 Jakh and 
Rs. 7 .89 la kb respectively, the possibility of total replacement of copper cables 
and pipes cannot be ruled out. Hence, injudicious decis ion of the Company to 
recover copper cables and pipes from the dismantled material resulted in loss 
of Rs.57.94 lakh towards payments to SWS. 

(ii) . Injudicious decision to purchase second han(l'Blast Furnace 

MECON. being the Company's consultant in August 1996 made a comparison 
between the cost of old Blast Furnace and new Blast Furnace. As per the 
comparison, ihe cost of old -Blast Furnace including refurbishing charges 
worked out to Rs.99 crore while the cost of new Blast Furnace ( 1992 price) 
including cost of escalation, engineering charges, structural material, etc. was 
fi xed for US$ 72.9 million equivalent to Rs.262 .crore (at the exchange rate of 
Rs.36 per US$). Thus, there,.was an envisaged saving of Rs. 163 crore. 

However, it was noticed in aud it that the Company brought dismantled Blast 
Furnace including landed cost at a price of Rs.56.8 1 crore. Thereafter, the 
Company spent Rs.205.99 ·-crore towards. the cost of refurbishing of Blast 
Furnace, procurement of imported and indigenous equipments for the blast 
furnace , etc. Hence, the total .expenditure incurred on the old Blast Furnace for 
bringing it into operational ·condition stood at Rs .262.80 crore with an 
available li fe period for 20 years. Had the Company purchased a new Blast 
Furnace, its cost would have been Rs.262 crore with a ·life period or 50 years. _>.. 

Hence, the dec is ion to purchase the second hand Bl'!.St Furnace seems to be ' 
imprudent. . ,, 
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2C.J 0.2.2 A voidable. expenditure on refurbishing machinery 

Two numbers each. of Mudguns and Drilling machines were brought from 
SWS, Italy, alongwith the Blast Furnace. These. machines were got refurbished 
(complete over hauling) in 1995 by the above firm at a cost of US$ 29,000 
(Rs. I 0.30 lakh) being an extra item of work. Since August 1996, these 
machines were kept idle over a period of three years at Duburi plant yard of 
the Company. A visual inspection (March 1999) by the management revealed 
that (i) all of the equipment and specifical ly the base pedestals were heavily 
rusted, (ii) all hydraulics and pneumatic pipes, fittings, rotary seal ·were partly 
damaged and rusted, (iii) some of the relief valves were broken and lubrication 
system .was damaged and (iv) 

1
the .machines required maintenance prior to 

installation. 

' 
With a view to refurbishing these machines for a second time, .i limited.tender 
enquiry was made with three parties .. (March .1999). Out of these, two parties 
submitted (April/May 1999) their offers viz. (a) Rotomac India Limited (RIL), 
Calcutta .(Rs.2 l.20 lakh) and (b) Paramount Sinter, Nagpur (Rs.34.80 lakh). 
Instead of finalising the tender, 1the Company ·invited (January 2000) .fresh 
tenders from 'two foms viz. <HEC, Ranchi and Paramount Sinter, Nagpur. 
Since .HEC ·did not quote any rate, Letter of Award (LOA) was ·issued 
(February 2000) to Paramount ~inters, Nagpur, at their quoted rate of Rs.33 
lakh with the stipulation for completion of the work within 15 weeks from the 
date of issue of LOA. The total amount to be paid to. Paramount Sinters was 
Rs.38.62 lakh including spare parts, excise duty and overhead charges. 

Thus, failure 
1

to ensure proper .... storage 'of machi~e already. refurbished Jby 1tbe 
supplier .resulted into avoidable expenditure of Rs.38.62 lakh. 

No responsibility bad been fixed on ;the 'erring officials responsible for the 
lapses, which led to second time re-furbishing of the equipment. 

Government stated (July 2001) that an amount of US$29,000 was charged by 
SWS •Italy towards dismantling of the equipment, inspection_, cleaning, 
lubrication and painting and not towards refurbishing of equipment. The i"eply 
is untenable as US$ 29,000 was paid for complete overhauling including 
refurbishing. 

2C.J0.2.3 Non supply of material by MDMIIST 

For purchase of material and install ation of Basic Oxygen Furnace (BOF), 
Continuous Casting Plant (CCP) and Gas Cleaning Plant (GCP) for Phase II of 
the project, global tender was initiated by the · Company in July 1996 and the · 
contract for supply of equipment for BOF, CCP and GCP was awarded to 
Mannesmag Demag Metallurgy (MDM), Germany, and its lndian partner 
Indomag Steel Technology Limited (JST), New Delhi. Contracts were signed 
(December 1998) for a va lue aggregating Rs.150.88 crore. The scheduled date 
of completion of the contract was December 2000. 

As per tenns of the contract, I 0 P.er cent mobil isation advance amountin,s to 
Rs.2.35 crore v as paid to MOM in .June 1999 and Rs. I 0.2 1 crore was paid to 
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IST ' through LC opened in January 1999. As against the payment of 
mobilisation advance, the Company obtained (January 1999) three BGs 
aggregating Rs. 10.05 crore from JST with validity period upto 5 November 
2001. The basic and detailed engineering documents (373 number each) were -r 
to be supplied by them by June 1999. 

Against supply of drawing, MDM was paid Rs.7.36 crore through LC opened 
in May 1999. Similarly lST, New Delhi was paid Rs.1.25 crore in June 1999 
through LC. However, MDM/IST submitted (June 1999) only 311 , basic 
engineering drawings and 46 detail engineering drawings. 

In the mean time (September 1999), Metallurgical Division of MDM was 
merged with SMS Demag (SMSD). The Company entered into (Apri l 2001) a 
Memorandum of Understanding with SMSD according to which · SMSD 
agreed to execute the Contract at the same price and within 22 months from 
the date of re-validation of the contract. Study of the MOU revealed that since 
re-validation of the contract with 'the supplier )'lad not been finalised so far 
(July 2001), the _execution of the contract would not be feasible before June 
2003 as against the scheduled date of completion of December 2000. Hence, 
failure on the part of the Company to compel MDM/IST to complete the wor_k ~· 
as per schedule resulted in delay in completion of the work by 29 mo11ths arid.: .. 
loss of interest of Rs. 1.86 crore at the rate of ·t 4 per cent per annum on ·the 
mobilisation advance paid to MDMIIST excluding the equity received from 
them (Rs.6.43

1
crore) for a period of 26 months (June 1999 to July 200 1 ). 

Government stated (Augu~t 2001) that it was 1not considered prudent to take 
any adverse action on the contractor ~by invoking the BG as the advantage of_ 
putting up the Plant at a highly competitive price would have been lost The 
reply is untenable as the Company should have taken up the matter with 
SMSD soon after the merger in order to avoid the delay in completion of the 
Project. 

2C.10.3 Execution of Civii Works 

2C. J 0.3.1 ·:site levelling 

H.industan .Steel Construction Limi ted (HSCL), Calcutta, was awarded (April 
1997) the work of civil construction of Blast Fumace including site levelling 
of the project area and an agreement for a contract value of Rs.22.66 crore was 
entered into with the finn (Aug11st 1997) for complet ion by November 1998 .. 
As per the contract, the rate fo r site levell ing of all kinds of so ii ( exciuding 
hard rock requiring blasting/chiseling) and exc?vation in foundation with hard 
rock requiring blasting and chiseling was fixed at Rs.43.50 and Rs.46 per cum. 
respective!y. The rate for site levelling on hard rock requiring blasting and 
chiseling was not provided for in the contract. In course of execution of work...?J.. 
the contractor encountered hard laterite rock in site levelling 56,674 cum. and 
requested (October 1998) the Company to treat the work as an extra item. 

As per clause 3.8.1 of the contract, the rate fo r extra work of similar nature 
appearing in schedule of items shall be derived from contract rates of 
similar/closest item of work. In order to arri ve at the rate for extra item of 
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work, Rs.46 per cum. should have been taken as the basis for calculation by 
the Company. rnstead, the Company adopted rates of Rs.2 18 per cum. 
(November 2000) and Rs.236 per cum. (Febru:iry 2000) for excavat10n of hard 
laterite rock in foundation and Rs.1 86 per cum. for excavation of hard laterite 
rock in site ·levelling and allowed (May 2000) Rs. l 72 per cum. (2 18 -:- 236 x 
186) for excavation of hard rock in site levelling w ith retrospective effect from 
April 1997 without approval of the Board of Directors. This resulted in extra 
expenditure ofRs.7 1.4 1 lakh. 

Government stated (August 200 I) that no loss was sustained as the contractor 
was paid at the rate of Rs.1 72 per cum. against his demand for Rs.1,714 per 
cum. The reply is not tenable because the rate of Rs. I, 7 14 per cum was not 
c laimed by contractor and rather they claimed workable rate. Further, the rate 
fo r excavation of hard laterite rock in site levelling allowed in November 1999 
being lower than the rate allowed for excavation of hard laterite rock in 
foundation, the rate of Rs.46 per cum. avai lable in the contract for similar 
work should have been fixed . for ,excavation of hard laterite .rock in .s ite 
levelling. 

2C.J0.3.2 Removal of studde<I boulders 

The :Company fixed (Ju ly 2000) a ' rate of Rs. 172 per cum. for 'removal of 
studded bouiders. However, the Company paid at the rate of Rs.601 per cum. 
for removal of 7 ,494 cum. of studded boulder in the Railway Exchange Yard 
which resulted in extra expenditure ofRs.32. 15 lakh. 

Government stated (August 200 l) ·that '• the contractor submitted a rate 'of 
Rs.759 per cum. for removal of studded boulders agai nst which MECON 
recommended a rate of Rs.60 1 per cum. and the same was approved in 
February 1999. The reply is not tenable as the rate of Rs.60 I per cum. allowed 
(February 1999) in the area where blasting operation was not possible should 
not have been allowed in the area where blasting operation was possible. 
Further, ·the Company provided a rate of Rs. 172 per cum. for removal of 
studded boulders in Amendment No.5 of May· 2000 to the contract wid1 the 
knowledge of MECON. 

It was also seen in audit that the execution of civil work was still continuing 
(July 2001 ). 

2C.J0.4 1 ·Use of excess material due to bad workmanship 

MMTC Transnational PVT limited (MTPL) along with the Trading Company 
Nissho Jwai (NIC), Japan, were engaged (November 1998) to supply hearth 
refractory lining material of Blast Furnace manufactured by the Nippon 
Electrode Company Limited (N DK), Japan at a contract price of 22.46 crore 
Japanese Yen (JY) (Rs.7 .86 crore) . 

In January 2000, NDK supplied 2 MT of carbon ramming mix RP-3F at a cost 
of Rs.3.46 lakh for use below the bottom plate of the Blast Furnace. These. 
quantities were suffi cient for only 60 per cent of the requirement. However, on 
the advice of N DK, 2 MT of Carbon Mortar CC-38 at a cost of Rs.1.08 lakh 
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was also used for this work. The u;;e of CC-38 did not yield the desired result 
and both RP-3F and CC-38 aggregating 4 MT (valued at Rs.4.54 lakh) . were 
wasted . Thereafter, in order to re-fix the bottom plate, the Company was 
forced to procure 4.5 fyiT of an indigenous substitute material from Industrial( 
Associates, Calcutta, at a cost of Rs. l 0.33 lakh and had. to spend additional 
Rs.3.90 lakh for completing the work through HSCL. 

The foreign consultant of the Company (DI) expressed (January 2000) the 
view that the under bottom plate was not done in a workinanship manner and 
the mean space between the bottom plate and the carbon ramming was greater 
than 10 mm. which resulted in the shortage of RP-3F. Hence, due to poor 
workmanship, the Company incurred. an extra expenditure of Rs. l 5.30 lakh 
(including cost of 2 MT CC-3B) which could have been avoided had the 
Company taken the expert opinion of DI before the work was started. 

1 

I 

Government stated (August 2001) that'fix ing of the bottom plate as shown in 
DI drawing was not possible because the plate could not be put in two p ieces 
fro m top as the top equipments were already erected. It was added thano tide 
over the situation, ~ it was decided to ·take the P-late in 38 pieces and weld it 
inside the furnace as a single plate after which the .gap was found to be 10 mm. 
instead of 2 mm. as a result of which excess material had been necessitated. 

' 
I 

The ·reply is ind icative of the· fact that had the Company obtained the 'expert 
opinion of DI before execution of the work the loss would not have arisen. 

' 

2C.10.5 ·Undue favour shown to the contractors 

MECON prepared (January 1997) an estimate duly segregating the
refurbish ing work into 7 groups viz.: (i) hydrauli c equipment and system, (ii) 
cranes and hoists, (iii) various types of pumps, ( iv) valves and condensers, (v) 
fans and impellers, (vi) technological equipment and components and (vii) 
miscellaneous. MECON invited (April 1997) quotations from 13 firms with a 
list indicating the quantum of refurbishing required for the blast furnace . Out 
of 11 offers received (July 1997), offers of 9 parties were found to be techno
c9mmercially suitable. Out of 9 parties, 7 parties were asked (October 1997) 
to submit their revised offer. Following irregularities wen~ noticed in audit: 

(i) Excess expenditure due to not awarding tlie works to lowest tenderer: 
It was seen that though Beekay Engineering Corporation (BEC), Mumbai 
quoted the lowest rate of Rs.7.90 lakh, Rs.19 lakh and Rs.79 lakh for Group 1, 
III and IV, the works were awarded (December 1997) to HEC.Ranchi at a 
price for Rs.11.70 lakh, Rs.25. 12 lakh and Rs.79 lakh respectively. Though the 
Company awarded the Group IV work at the quoted price of BEC (aga inst the 
offer of Rs.80.52 lakh), the works for Group-I and lII were awarded to HEC 
Ranchi at their quoted price resulting in undue favour of Rs.9.92 lakh. 

Government stated (August 200 I) that selection of parties for particular 
groups was made. considering the specialisation achieved by them in 
respective groups of equ ipment. The reply is untenable as BEC was also 
assessed as a techno-commercially acceptable party and the Company should 
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have negotiated with HEC to ·award the Group· I and 11 [ work at the lowest rate 
offered by BEC as was done in case of Group IV ~ork. 

(ii) 'Undue payment for rejecte'd items: The work of Group VII was 
awarded (February 1998) to Indfab for Rs.47.56 lakh. As per terms of the 
contract, no payment was to be made for items rejected at the time · of 
inspection. However, the Company paid Rs.4.63 lakh to Indfab even after 
rejection of works at the time of inspection resulting in undue favour to the 
party to that extent since the equipment were rejected due to technological 
deficiencies and not due to any faulty refurbishing. 

Government stated (August 2001) that it was recommended to pay the party 
since the party was not responsible for any rejection. The reply is not tenable 
since the Company should not have paid for the rejected items as per the terms 
of the contract. ' 

2C. l 0.6 ·'Laying of Pipe line for infrastructure Water Supply facility 011 

·disputed land 

HSCL/ Calcutta, was awarded (Novem
0

ber 1997) ·the infrastruc"ture •water 
supply facility on the basis of lowest offered ·price of Rs.27.90 crore for 
manufacture, supply and laying of spiral welded pipes and the contract was 
signed in January , 1998. The entire work was., to be completed by February 
1999. 

Even though'extensions were allowed three times .upto October 2000, the work 
could not be completed till July 2001 due to non-acquisition of land for 2.7 km 
(out of 16.6 km). The contractor was specifically instructed (Apri l 2000) not to 
resort to laying of pipes on the disputed land and that any work on disputed 
land would be at their risk and cost. However, HSCL laid (April 2000) pipes 
covering 1,456 meters on the disputed land but could not thereafter complete 
the trenches. Subsequently, the trenches collapsed caus~ng damage to the 
insulators. After the land dispute was solved, the Company decided (January 
200 I) to complete the work of re-excavation of trenches, repair of damaged 
insulators and re-laying of pipes to be executed by HSCL as an extra work 
subject to the condition that the value of the work was to be determined by a 
Committee constituted for the purpose. However, it was seen that HSCL had 
submitted (December 2000) an estimate for Rs.22.51 lakh as against which a 
sum of Rs.11.97 lakh was approved by the Committee (May 2001) for 
payment in view of the completion of work by the contractor: Thus, the 
Company's approval to bear the cost amounting to Rs. I 1.97 lakh constituted 
an extension of undue financia l benefit to HSCL. 

Government stated (August 200 l) that "no extra payment was made in this 
account and we have only kept a recording of the work done" . The reply is not 
tenable since HSCL was a llowed Rs.11 .97 lakh for payment by the Committee 
considering an extra item of work already executed. 
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2C. JO. 7 Avoidnble payment to Bharat Heavy Elec:tric:al limited (BHEL) 

The Company awarded (May 1998) the work of unloading, storage, handling, 
lransportation to erection point, erection, start up, trial run, commissioning and 
performance guarantee test of refurbished and new electrical item~ at a cost of 
Rs. 1.51 crore to BHEL, Bangalore. 

BHEL claimed (February 2000) Rs. 14.30 lakh towards additional items not 
included in the contract. MECON considered (January 2000) that all these 
items were already included in the schedule of contract and should not be 
cons idered as additional items. D espite the above, the Company paid Rs. 14.30 
lakh to BHEL as extra items which constituted an extens ion of undue financial 
benefit. 

Government stated (August 200 I ) that the electrical panels received 'from 
IL VA, Italy, had been modified tota lly to make completely new panels to suit 
the project requirement. Hence, that was not covered under the original 
contract. The reply is untenable as the items of works stated to be not covered 
under the contract was considered by MECO~ to be included in the contract. 

j 2c.11 Non-moving store material 

It was seen from the Bin cards mai ntained in the store that various types of 
steel plates, checker/refractory bricks and castables valued at Rs.1.75 crore 
had been lying in store from I to 3 years. This indicates that these material 
wo1ih Rs. l. 75 crore was purchased w ithout assessing the actual requirement. 
As these purchases were effected from loan funds, the company incu1Ted an 
avoidable interest ,liability ofRs.39.80 lakh. 

Government stated (August 200 I) that to maintain economy and to avail price 
discounts, bulk purchases of items were made keeping in view the future 
requirements of the project like erection work of BOF, GCP and CCP etc. and 
they had saved about Rs.5 crore. The reply is not acceptable as the Company 
should not have purchased material for Phase II (BOF, GCP and CCP) work 
when its Phase I work was affected due to fund constraint. As to the saving of 
Rs.5 crore, the company fai led to produce documentary evidence to establ ish 
the fact. 

I 2C.12 Loss of interest on mobilisation advance 

As per terms of the contract, the Company paid mob ilisation advance 
aggregating Rs.6. 10 crore to 12 contractors between March 1998 and June 
1999 in order to mobilise men and material at the site of the work. Desp ite 

·payment of mobilisation advance and even after expiry of the scheduled date 
of completion of the contracts (contract period expired between February and 
September 1999), no work was started. Work was eventually started after 
al lowing extension and these were sti ll in progress (July 2001). Thus, release 
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of second and subsequent instalments even though work ·had not started 
resulted in idle investment of the borrowed fund with consequential loss of 
interest of Rs.28.82 lakh. 

Government stated (August 2001) that mobilisation advance was paid ,1s per 
agreed terms and conditions to faci litate mobilisation of men, material and 
resources at site. Since the project work of the Company had. been divided into 
several ·packages and in most of the cases the work of one package was inter 
dependent on the other, the work could not commence. The reply is not 
tenable since in case of non-commencement of work, second and subsequent 
instalment of mobilisation advance should not have been released to the 
parties to save loss of interest. 

I Conc)usion 

The project implementation of NINL has been suffering due to lack of 
adequate equity arrangements forcing the Company to resort to high cost loan 
funds which undermined the financial viability of the project. This led to 
revision of prnject implementation three times (October 2000, Apri l 2001 and 
June 200 I) for Phase-I alone. Though target has beep. fixed for completion of 
Phase-II of the Project by June 2002, this wouid not be possible due to fai lure 
to tie-up financial resources. Inadequate monitoring . coupled with poor 
contract implementation resulted in time overrun of 33 months (Phase-I) and 
in cost overrun of Rs.232 crore (Phase-I & II). The commercial viabi lity of the 
Project is· tlncertain since the Company wi ll be able to produce value-added 
products such as billets and wire rods and earn profit only after completion of 
Phase-II. 

79 





> 

Futile investment of 
borrowed funds 
resulted in loss of 
Rs.1.45 crorc. 

Chapter:..m . . ..... l 
3; Miscellaneous Topics of·Juterest relating to G~vernmen~· 

i Companies and Statutory·.CorµQrations \ ·.-, 

Government Companies 

3A.1 
''r: 

INDUSTRIAL PROMOTION AND INVESTMENT 
. I 

CORPORATION OF ORISSA LIMITED· ICOL) 

I Loss due to unfruitful investment 

Investment of borrowed funds in OVCF without actual require~ent resulted .. 
in loss of interest of Rs.1.45 ''crore. · 

The Orissa Venture Capital Fund (OYCF) was set-up (February 1996) p ~tw.elve ~ 

year close ended ·trust fund with a corpus of Rs. I 0 crore to be contributed ·by
South Asia Regional Apex Fund (SARA) (Rs.5 crore), IPICOL (Rs. l crore) andi 
the private sector including banks (Rs.4 crore) to meet the funding requirement oC 
ancillaries and do~n stream projects of large industrial units in Orissa. Since only": 
Rs.1.50 crore was committed from the private sector, the Compa·ny approached~ 
(January 1996) the Empowered Committee of State Government constituted to: 
monitor utilisation of the steel bonds issued by the State Government to granr 

· · Rs.2.50 er.ore from the steel bond funds to IPICOL for investment in the OVCF. 
The proposal was approved (January 1996) and the Company invested (July" 
1996) an additional amount of Rs.2.50 crore' from the steel bond funds in OVCF .. 
The borrowing from the steel bond funds carried an interest of I 5.5 per cent pen 
annum. 

It was observed in audit (May 2000) that there was no immediate requirement of. 
funds by OYCF for investment. In fact, out .of the total corpus of Rs. I 0 crore: 
available with OVCF including Rs.3 .50 crore from IPICOL, OYCF had investedi 
(December 2000) only Rs.1.50 crore in Orissa. The rest of the funds were parked.: 
in short-term fixed deposits. As such, there vvas clearly no need for the Company· 
to have.. borrowed Rs.2.50 crore . for investment in OYCF. This injudicious1 

decision of the Company resulted. in loss of interest of Rs.1.45 crore calculated at 
the rate of 15.5 per cent per annum for the period from July 1996 to August 200 1 
after deducting dividend of Rs.52.50 lakh received by the Company up to August· 
200 I·. Further, the purpose of establishment of OYCF was defeated as the funds of 
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only Rs. l .50 crore were invested up to August 200 l m the State against a 
projected investment of Rs.8 crore. 

Government stated (September 200 l) that steps would be taken to make the fund , . 
more effective and useful failing which the size of the fund would be reduced. .f ... 

The fact remains that the Company had neither taken any steps during the last five ~ 

years for better investment of the funds of OVCF nor attempted for down sizing: 
the fund even though it was not properly.utilised. 

1 3A.2 orussA SMALL INDUSTRIES CORPORATION LIMITED r 
/ 

j 32\.2.1 ·Extra payment on closure"Comp-ensation 

Adoption of wrong.procedure.for closure ofKSRL r.esulted in extra payment,{ 
of compensation to the workers to the tune of Rs.0.18 crore. · · · 

Kanti Sham1a Pottery .:Development Centre came under the management of the·; 
Company (August 1987) ··and was converted (November 1994) into a wholly: 
owned subsidiary company in the name of Kanti ;·Sharma Refract0ries Limited\, 
(KSRL). Due to stiff c.ompetition in the 1market 1and non-upgradation of' 
technology to ,produce high-tech refractory material · required by the steel plants, 
the performance of the •Unit deteriorated after 1994-95 and KSRL was unable to 
meet its statutory obligations including payment of around Rs.4 lakh per month ! 
for salary and wages of its employees since October 1997. Hence, Board of 
Directors of KSRL proposed (December 1997) the closure of the Company. At ' 
that point of time, there were 157 permanent employees in the Corµpany. The : 
matter wa~ refe1Ted (January 1998) to the Industries Department which after three ; 

· months pfaced the issue before the Public and :Co-operative Enterprises Re
structuring Committee (PCERC) of the State Government headed by the Chief 
Secretary which recommended (Apri l 1998). the closure of KSRL as per 
provisions of the Industrial Disputes Act, 194 7. Thereafter, the Industries 
Department communicated the decision for closure of KSRL to the Company in. 
July 1998 viz. after lapse of three months. The .Company thereafter applied 
(August 1998) to Labour and Employment Department for closure under Section 
25 FFA• of the Industrial: Disputes Act, 1947, instead of under Section 25 (0) 
which was applicable in this case. Consequently, the application was returned by 
the Labour and Employment Department. The Company again applied 
(September 1998) to Labour and Employment Department under Section 25 (0) 
of Industrial Disputes Act and the closure was permitted by them in November 
1998 and payment of closure compensation was made for Rs.1.14 crore for the 
period from l February to 4 December 1998. 

· Section 25FFA is applicable to undertakings engaging more than 50 but less than 100 workmen 
per working day in the preceding 12 months 
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lt was observed in audit (June 2000) that according to Section 25 (0) of the ~ 
Industrial Disputes Act, an industrial undertaking employing 100 or more :
workmen per working day in the preceding 12 months on an average can be : 
closed by obtaining prior permission of the Government at least 90 days before · 
the date on which the closure was to be effective and if the Government does not ; 
communicate the order granting or refusing to grant pern1ission within a period or 
60 days from the date -0f application, the permission applied for shall be deemed ! 
to have been granted. Had the Company applied to Labour and Employment.. 
Department invoking provisions of Section 25 (0) of Industrial Disputes Act in t 
April 1998 itself,. viz. immediately a~er approval by the PCERC, KSRL would!' 
have been deemed to have been closed by July 1998. 

i · ~ 

[nordinate delay in .!processing the case and :adoption 1of wrong procedure for 
closure even after approval of the competent admin istrative authority led to extra . 
payment of compensation .to the workers to the 

1
tune of

1 
Rs. 18.26 lakh for the· 

period from August to December 1998. 
I \ 

Government stated '(February 2001) that Board's 
1

decision ·regarding closure could£ 
not 1be , implemented •· without administrative approval :of the Government. On : 
receipt of advice of the administrative Department, the matter was referred to 
Labour and Employment Department for closure of KSRL. 

I 

The reply is not tenable in view of the delay involved at every stage and since the 
Labour and Employment Department should have been appntached immediately 
under Section 25 (0) of the Industrial Disputes Act after decision for closure was 
taken by the PCERC to avoid extra . payment of compensation. 

j JA.2.2 Loss due to undue favour shown ito the Loanee 

Due to undue favour shown to a defaulter loanee by disbursement of loans· 
time and again without obtaining required security the Company sustained a. 
loss of Rs.0.4 7 crore. 

Sri Durga Cables (P) Limited (SDCL), a Small Scale Industry engaged in the : 
manufacture of PVC wires and cables, was availing financial assis.tance from the 
Company since 1987-88 against deposit of margin money having the loan dues ·of 
Rs.25 .82 lakh (Apri l 1996). Though the credentials of SDCL were questionable 
due to its past conduct, it was extended a further financial, assistance of Rs.29.02 
lakh (April 1996) exceeding the maximum financial limit of Rs.50 lakh under .the · 
Raw Material Credit Scheme (RMC) against the executed agreement for Rs.45 · 
lakh . As per the terms of the agreement, SDCL was to avail the assistance of 
Rs. 19.50 lakh against mortgaged security of Rs .26.30 lakh and the balance on 
production of Bank Guarantee (BG) or post dated cheques of equal value. · 
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lt was observed .in audit that the additional assistance of Rs.29.02 lakh (April ' 
1996) under RMC Scheme was disbursed (Rs.20.03 lakh in April 1996 against 
post dated cheques and Rs.8.99 lakh between August 1996 to September 1997 
against BG worth Rs.10 Iakh) in violation of the terms of the Scheme (RMG}
which provides for extension of financial assistance only against produc~i~n of 

· BG/Letter of Credit and deposit of Margin money. 

I 

Further, the additional assistance was extended to SDCL on the condition that the 
unit would repay the old outstanding dues of Rs.25 lakh alongwith accrued 
interest in four instalments be~een 15 August 1996 and 10 April 1997 against 
which the Company could recover (August •1996 to September 1998) on1y 

. Rs.19.75 lakh (~rincipal of old.loan Rs.7.64 lakh and.Interest Rs. li.1 1 lakh). 
' 

The Company, instead of taking any recovery action, allowed (December 1998);- · 
extension of time· for repayment of .loans by replacing post datep cheques with ... 
.fresh cheques and extending the validity period of BG UP,to June 1999. 

The outstanding dues as on May 2000 stood at Rs.83.01 Jakh (principal Rs.80.77 • 
lakh including Rs.33.57 .!akh of interest converted into principal and interest · 
Rs.2.24 lakh) against whicluecurity worth. only Rs .36.30 lak!} was available with · 
the Company. Thus, against the ,maximum financing limit of Rs.SO lakh, the credit 
limit was exceeded gradually upto Rs.80.77 lakh as at May 2000. 

The Management accepted the facts and figures and stated (July 2001) that as a 
promotional agency it had. allowed re-pbasement of repayment from time to time 
and action under Negotiable Instruments Act had been initiated for dishonour of 
cheques. It was added that the Banking Ombudsman had been .approached for 
non-payment of BG amount who bad directed the concerned Bank for releasing-
payment with interest. For the balance amount, legal action would be· initiated. 
The fact remains that the Company should not have extended faci lity to a 
defaulter violating the extant provisions of RMC Scheme. 

The matter was reported to 'Government (May 200 l ); their reply was awaited 
(December 200 l ). 

I 3A.3 .. ''IDCOL CEMENT C1MITED · 1 

I Un.due benefit to agent 

Sale of cement to agent at rates applicable to bulk consumers instead of that 
· applicable to stockist led to loss of Rs.0.28 crore. 

The Company appointed (January 1999) Shri J.K. Jena (JKJ), Chandik.hol, a%" 
stockist for distribution of cement among the different Blocks in the districts of 
Cut.tack, Kendrapara, Jagatsinghpur, and Jajpur at the rate of Rs. l ,800 per MT 
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(Portland Slag Cement-PSC), Rs .1 ,950 per MT {Ordinary Portland Cement 
(OPC-33)} and Rs.2,050 per MT (OPC-43) va lid up to February 1999. The offer . 
was extended upto March 1999 with revised rate of Rs. 1,900 per MT (PSC), 
Rs.2,050 per MT (OPC-33), and Rs.2, 150 per MT (OPC-43). It was observed in 
audit (November 2000) that the above rates were applicable to bulk consumers 
and contractors and the rate for stocki:;t ranged between Rs.2 ,540 and Rs.2,850 

. per MT. This resulted in extension of undue benefit of Rs.4.92 lakh on supply of 
616 MT of cement. 

Subsequently, the Company engaged (April 1999) JKJ as order collection agent . 
from the District Rural Development Agency (DRDA) of · Kendrapara and 
Jagatsinghpur di stricts with the condition tbat supply of cement is to be made at 
the rates approved by DRDA and JKJ would be paid Rs.1 50 per MT towards 
service charges. Further, the Company would directly fransport cement to DRDA 
authorities who would acknowledge receipt of cement and reimburse the cost of 
transportation. However, the Company on its own allowed JIU to ·transp011 
cement to DRDA and JKJ was to submit recei pt from DRDA authorities towards 
proof o f deli very of cement. During April ,1999 to March 2000, the Company 
supplied ·8, I 27 MT of cement to DRDA authoriti es through JKJ and claimed 
Rs.1.52 crore fro m JKJ towards the cost of cement. 

Audit scrutiny ' (November 2000). revealed ' that instead· of supplying cement to · 
DRDA authorities, JKJ sold th~ 8, I 27 MT of cement in the open market. This 
could happen as JKJ was allowed to transport cement and the Company did not . 
prop_erly veri fy the receipted challans of DRDA. Though the fact of irregular sale 
of cement ·by JKJ was known (October 1999) to the Company, higher rate 
applicable to stockist was not claimed from JKJ (Rs. l.76 crore for 8, 127 MT) 
which resulted in extension of undue benefit to the tune ofRs.23 :54 lakh . 

Thus, selling cement to JKJ at rates applicable to the contractors and bulk 
consumers instead of rates applicable to stockist m the above two instances 
resulted in loss of Rs.28.46 lakh to the Company. 

Government stated (July 2001) that complaint cases had been filed against JKJ in 
the Court for breach of agreement and legal acti on was being taken for recovery 
of the amount. The fact remains that had the Company not allowed JIU to 
transport cement and properly verified the rece ipted cha llans of DRpA this loss 
could have avoided. 
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J 3A.4 GMD CORPORATION OF OR1SSA LIMITED 

J 3A.4.1 Loss due to unplanned procurement of material · I 

Procurement of materi~l without ensuring adherence to installation schedule'. 
resulted· in the Company having to bea~ interest liability of Rs.2.66 crore for · 
the material lying with the suppliers. 

As part of the Orissa .R_ower Sector Reforms Project financed by a World Bank; 
Loan, the Company hacf tQ procure Transmission and Distribution material and i, 
erect new lines. The project plan strategy ~prepared (September 1997) •by the · 
Project Monitoring Unit (PMU) of the Company envisaged that the procurement , 
strategy should ensure that expensive items such as transformers, circuit breakers, 
etc. are procured strictly according .to their installation programmes. Accordingly, , 
international tenders were invited (October 1997) fo( procurement of transmission 
transformers and circuit breakers and contracts ·were entered into (July ·and; 
August 1998) with different suppliers for supply of aforesaid material during June· 
1999 to October 2002 (Transfo1mers) and May l999 to March 2002. (Circuit : 
Breakers) to b e used in sub-stations. The contracts envisaged strict adherence to . 
delivery schedule. 

It was noticed in audit (April 2001) that despite the suppliers' readiness (June . 
1999 to September 2000) to deliver the material in time, the Company was unable :: 
to accept the material as the respective sub-stations where the material was to be ! 
used were not ready:- Hence, the Company proposed storage of the material with 
the suppliers till their actual requirement at the work site. The suppliers claimed ~ 

payment as if the material were tlespatched by them and the Company re leased ~ 
. payment to them during the period from July 1999 to September 2000 while these , 
were actually lying at the s ite of the suppliers. The Company thus failed to ' 
co-ordinate the procurement of material with the actual . requirement which f 
resulted in blocking up of borrowed funds ranging from Rs.1.21 crore to Rs.6.57 ~ 
crore for a period from 7 to 22 months upto April 2001 with consequential loss of · 
interest of Rs.2.66 crore. 

Thus, the Company incurred an interest liability of Rs.2.66 crore by paying for the 
material out of loan funds. without any corresponaing benefit from the project. No 
attempt was made to recast the delivery schedule so· as to avoid unnecessary 
drawal of loan and incurring of interest burden. The Company had also not fixed a 
revised date of completion of the project or utilisation of the material (August' 
2001). . 

Government stated (August 200 l) that due to non-avai lability of. land , the sub
station works were delayed and turnkey order for erection of substation was ...A 

placed in June 1999. Hence, the manufacturers were req uested to store the 
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material ti ll requirement in order to save price variation. The r.ep ly '.s untenable in 
view of the fact that the Company should have placed orders for transformers and 
circyit breakers after the issue of turnkey orders for erection o f sub-station m 
order to avo id the loss of interest. 

I JA.4.2 Unjustified waiver of liquidated damages 

·Inspite of delay in supply of material by the party, the Company waived LD 
of Rs.0.99 crore viola ting the extant provisions of the. contract. 

The Project Management U ni t (PMU) of the Company invited internationa l bids 
(August I 997) fo r procurement of di stribution transfom1ers of various ratings to 

; be funded by JBRD loan . .Three Notifications of Award (NOAs) were placed on 
· Marsons L imited, Calcutta (suppl ier), for three packages DT-A2 (June 1998), DT

A3 (September 1998) and DT-B3 (June 1998). The supply order stipulated that in 
case of delay in supply, the ;purchaser shall deduct ·as liquidated damages (LD) a 
sum equ iva lent to half percent (0.5 per cent) of the delivered pri ce of the de layed 
goods fo r each week of delay or part thereof until actual delivery or performance 
upto a maximum of ten per cent. On the other hand, if the purchaser fa il s to make 
payments on the respective due dates, the purchaser sha ll ~ have to pay to the 
supplier interest on amount of such delayed payment. , 

It was observed in audit (April 200 1) that the suppl ier fai led to comply with the 
delivery schedule ii'l all three contracts as detai led below: 

Contract Ratings of Quantity scheduled Quantity actually Quantity not J>ercentage 
Number transformers to be delivered by delivered by due delivered within of non-

DT-A2 
DT-A3 

DT-B3 

due date date due date execution 
3. 15 MVA 129 by March 200 1 52 77 60 
5 MVA 70 by March 200 1 45 25 36 

8MVA 24 by March 2001 12 12 50 

200 KVA 500 by March 2001 395 105 2 1 

500 KVA 1 15 by CXtruet· 1999 79 36 3 1 

Th~s, 2 1 to 60 per cent of the ordered quantity could not be delivered w ithin the 
scheduled time for which the Company was entitled to deduct Rs. l .05 crore as 
LD. The suppl ier however insisted (Ju ly 1999 to January 2001 ) for re-scheduli ng 
of the de li very without imposition of LD and offered to fo rego the claim for 
interest towards delay in payments of their dues in li eu of waiver of LD. 

The Task Force (Committee of the Board) approved (February 200 I) waiver of 
LD on the plea that the transformer? already received were yet to be insta lleci and 
uti lised fu lly . The suppli er in turn was not to c laim any interest on the delayed 
payment. The supplier was informed in March 200 I. 
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Acceding to the request of the supplier for waiver of LD (Rs.1.05 crore) in view 
of his willingness to forego the claim of interest of a mere Rs.6.27 lakh lacks 
j ustification. 

Government stated (August 200 l) that fa ilure of the Company to honour the 
obligation towards timely payment to the suppl ier and issue of way bi lls in tem1s : 
of the contract created a Force Majeure situation and under such condition, the · 
supp lier was not liable for payment of LD. It was added that interest clause was " 
applicable only for direct payment of fi nal 10 per cent. The r~ply is not tenable ' 
since delay in payment or issue of waybills can not be deemed to be a Force.' 
Majeure condition. · . 

1 

I 3A.4.3 Restoration works on EHT·lines affected during Cyclone 

Delay in restoration works in cyclone affected areas despite availability of 
funds defeated the purpose of immediate restoration of power supply besides 
resulting in .revenue loss of Rs.13.12 crore. Lack of adequate·supervision and· 
non-enforcement of contractual clauses also .resulted ·in loss of Rs.0.74 crore 
besides avoidable interest burden of Rs.1.48 crore on unutilised loan funds. 

Government of Orissa '(Department of Energy) 1 granted (November 1999 to 
January 2000) Rs. 19 crore (Rs.4 crore as grant and Rs. 15 crore as loan) to the 
Company for urgent restoration of both transmission and distribution systems 
which had been disrupted due to the cyclone of ·October 1999. The restoration 
works were to be completed on emergent basis by March 2000. 

Audit scrutiny of the util isation of the fu nds revealed that out of 13 EHT Lines ai;id 
7 grid sub-stations damaged in the cyclone, onl y 2 EHT lines and one sub~station 

could be repaired within the stipulated time though funds were not a constraint. 
There was considerable de lay ranging from 3 to 16 months in respect of six cases 
(Chaudw.ar, Kendrapara, Bidanasi, Jagatsingbpur, Berhampur, and Ganjam sub
stations) thereby resul ting in the loss of potential revenue of Rs.13.12 crore to the 
Company on estimated shori-fall of load of 154.37 MU at the bul k supply rate of 
Re.0.85 per un it. 

A udit scrutiny ofrepair of Narendrapur-Mohana DC li ne revealed that work order 

-r . 

fo r Rs.25.96 lakh was entrusted (December 1999) to Jyoti Structures Limited 
(JSL) for completion by March 2000. After delay in taking up the work, JSL 
abandoned the work midway on the plea· that approach to the work site was: 
blocked which was noftenable as the conditions prevailing in the work site should · 
have been known to. them at the ti me of acceptance of the work. The work was, 
entrusted to other contract.ors and ultimately completed in September 2000. 
Despite the delay of six months caused by abandonment of the work by JSL on 
untenable grounds, no .action was taken to recover Rs.2.19 lakh as pena lty from · J.. 

the defaulting contractor as per c lause 14 of the contract. It was observed that the 
contractor fai led to return material va lued at Rs,.,41.96 lakh including 6.58 MT of 
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Tower members, LS.80 MT of ground wire and 48.44 MT of conductors after 
dismantling them from the affected line. It was further observed in audit that 
before the contractor abandoned the work, material worth Rs.29 lakh issued to 
him (mainly conductors) were apparently stolen from the work site (January to 
August 2000) but no action was taken for recovery of its cost from the contractor. 

Government while accepting the factual position of the delay stated (August 
200 I) that there was no extra cost in executing- the above cited work and nothing 
was due from the contractor except 7.5 km of ground wire and l 6.4 km of 
conductors which was stolen from the site for which HR had been lodged. Action 
for recovery of the cost of any ,materi al would be taken after receipt of police 
report. 

The 'reply is not tenable since there was no justification for foregoing the penalty 
stipulated in the contract as time was clearly the essence of the contract. Further,. 
the unit ·records verified in audit indicated fai lure of the contractor to return 
material the cost of which was .recoverable from him. In so far as the stolen 
material is concerned, safe custody of the material was the responsibility of the 
contractor and hence the loss should have been recovered from him as per clause 
17 of the contract. 

Out of Rs. 19 crore received for restoration works, only Rs.9.27 crore had been 
spent upto March 200 1. However, the Company incurred interest liab ility of 
Rs.1.48 crore at the rate of 13 per cent per annum for 14 months (March 200 I) on 
the loan portion which could have been avoided by re-scheduling of drawal of the
Joan according to cost estimates and actual requi rement. Fu11her, as aga inst 
Rs.9.27 crore booked as expenditure (March 200 I) by the corporate office, the 
units have booked only Rs.7.87 ,crore leaving Rs. 1.40 crore unreconciled even 
after lapse of one yea r. 

Hence, delay in restoration works despite availability of funds defeated the very 
purpose of the a11ocation of Rs .1 9 crore besides resulting in revenue loss of 
Rs. 13. 12 crore. Lack of adequate supervision and non-enforcement of contractual 
clauses also resulted in loss of Rs.74.15 lakh besides avoidable interest burden of 
Rs.1.48 crore on unutilised loan funds. 

j 3A.5 ORISSA HYDRO POWER CORPORATION LIMITED 

l Avoidable expenditure on payment of ex-gratia 

Payment of ex-gratia to ineligible employees resulted in avoidable 
expenditure of Rs.0.18 crore. 

ln order to reduce redundant manpower, the Company introduced (November 
1999) a scheme offering the employees in the Nominal Muster Roll 
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establishment/contingent khalashis an opportunity to seek separatiol'l witht 
commensurate monetary benefits. The scheme stipulated inter .. al ia that the 
employee seeking separation by December l999 would receive an ex-gratia 
payment of Rs.1.25 lakh provided he had put in five years continuous servic9' 
without break in the Company as on I January 1999. Accordingly, the Company · 
paid ex--gratia to 668 employees in January 2000. 

A test check of 2 I 6 cases revealed (A ugust 2000) that 14 employees who were 
pa id Rs. 17.50 lakh towards ex-gratia were not deemed to be in continuous service· 
in the Company for five years as on I January l 999 as per the criteri a fixed by the 
Company (December 1999). This resulted in avoidable payment of ex-gratia to · 
ineligib le employees. In the remain ing 452 cases, ex-gratia was paid on the basis 
of an eligibility certificate furnished by the_ Division which was not supported by 
details of qualifying services. The supporting records in respect of these 452 cases · 
could not be made available to audit though called for , (January 200 I) . In ·the · 
absence of these .details, audit was unable to · verify · ,the correctness of tbe · 
payments made. 

. I 

Government stated (August 200 1) that there was no irregular payment of ex-gratia 
to any ineligible person. The reply is untenable as ex-gratia payment was made to 
persons who were not in continuous service as . per )he criteria fi xed by the 
Company. 

3A.6 ORISSA POWER GENERATION CORPORATION 
LIMITED 

I 3A.6.1 Blockade of funds due to injudicious purchase 

Purchase of Chlorination Plant disregarding environmental stipulations 
along with defective terms in the Purchase Order resulted in potential loss of 
Rs.0.15 crore. 

In August 19.85, the Thermal Power Approval Committee (TPAC) of the Union 
Ministry of Environment & Forest had, after visiting the site, stipulated 
installation of a closed water cooling system for condenser to prevent water 
pollution at lb Thermal Power Station. Ignoring the above said stipulation, the 
Company placed (December 1993) orders with Babubhai Narotamdas and 
Company (BNC), Mumbai, for supply, erection and commissioning of a 
Chlorination Plant (CP) for the Power Plant involving a "Once Through Cooling 
System" instead of 'Closed Water Cooling System' as stipulated by the TPAC. 
The cost of the Plant was Rs. 16.50 lakh and it was scheduled to be commissioned 
by May 1994. The firm completed the supply of materi al by November 1994 and 
awaited instruction from the Company for iis erection and commission ing. ·1fi
J<rnuary 1995, BNC n:.que!">ted the Company to intimate the readiness of site for 
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comm1ss1oning of the Chlorination Plant. However, the Plant could not be 
installed till today due to the environmental obj ection. 

It was also observed in audit that though the price was inclusive of erection, 
commissioning and testing, a clause was included in the Purchase Order 
stipulating release of 90 per cent of the ordered value against despatch of 
documents. In pursuance of this clause, 90 per cent of the value of the contract · 
amounting to Rs.14.85 lakh was released (November 1994) without any 
verifi cation of the material received. Subsequently after 2Yi years fro m the date of 
suppl y, ,a joint verification was conducted by the Company and representatives of 
BNC which revealed short supply of some material. Inspite of several requests by 
the Company till March 1999, the supplier failed to supply the remaining. 
material. Hence, inclusion of a clause providing for release of 90 per cent value~· 

without verification of material and without obtaining any security like Bank . 
Guarantee was clearly injudicious and placed the Company at a disadvantageous·: 
position in the event .of breach of contract by tb.e supplier. 

It was further noticed in audit that BNC 'furnished Bank Guarantee for Rs.0.87 
lakh and Rs.1.65 lakb towards Security Deposit and Performance Guarantee ·but 
the Company fa iled to take any steps to validate , the Bank G uarantee which · 
expired in June 1997. 

Government :admitted (September 200 1) '.:that ·the Chlorination Plant was . 
redundant due to the environmental objections and that there had been blockage 
of funds from 1994 to 2001. It was added that efforts were being made to utilise : 
the system in Sewerage Treatment Plant for Tb Them1al Power Station employees , 
colony depending upon technical suitabi lity. 

Thus, placement ·of orders for Chlorination Plant ·disregarding . environmental'' 
stipulations resulted in purchase of a system which could not be utilised for the ; 
intended purpose. Further, incorporation of a clause stipulating payment of 90 per : 
cent of va lue before verification or installation of the system was clearly · 
injudicious. No responsibility has been fixed fo r the injudicious purchase and· 
consequent blockage of funds . 

I 3A.6 .. 2 Loss due to receipt of inferfor quality-of coal 

Despite receipt of inferior quality of coal the Company did not raise claims 
against MCL which resulted in loss of Rs.47.82 crore. 

Coal requirement of lb Thermal Power Station (TTPS), Banharpalli, is met from 
Mahanad i Coal Fields Limited (MCL). In order to ensure supply of quality coal to 
ITPS, a meeting of the officers ·of fTPS and MCL was held in January 1997 
wherein it was decided inter alia that (i) samples of coa l shall be co llected at the · 
loading point from the loaded wagons during day time (8 A.M. to 4 P.M.), (i i) 
ana lysis of samples shall be done atMCL l<1boratory jointly by the representatives 

'-- - ' 
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of MCL and ITPS and (iii) Credit Note or Supplement1:1ry Bi ll shall be issued on 
the basis of monthly weighted average. Joint sampling of coal was resorted to 
with effect from April 1997. As per the joint sampling, the Useful Heat Value 
(UHV) of coal for the month of Apri l 1997 was 2,7 12 K Cal/Kg. However, t~ J 
UHV as per boiler feed coal quality test by the Company was found to be 2,204 K 
Cal/Kg mainly due to (a) drawal of sample during day time .was only 30 per cent 
of the total coal sampled and hence there remained the possibil ity of supply of 
inferior quality of coal in the balance 70 per cent coal left untested and (b) 
samples taken were not adequately representative of the lot. 

For settlement of issues arising out of supply of inferior quality coal, a meeting 
was held (May 1997) in the chamber of Principal Secretary, Energy Department, 
Government of Orissa, wherein it was decided that (i) MCL would re-consider tbe 
bills raised against the Company on account of supply of lower grade coal and (ii) 
regular meetings would be held 'between Company and MCL to sort <>Ut the 
problems. Subsequently, due to supply of inferio r grade of coal, MCL acc.::pted 
(March 1998) the claim of the Company amounting to Rs.3.9Q crore for 1997-98. 
It was observed in audit (November 2000) that inspite of supply of inferior qual.ity 
of coal during the period April 1998 to August 2000, the Company fai led to raise 
any claim against MCL amounting to Rs.47.82 crore. Further, the Company also 
did not insist upon suitable revision of the method of sampling at j oint inspection 
to provide·for continuous sampling of coal during the wh~l e day with adequate -
representation of the samples taken from the quantity of coal supplied for 
ensuring better quality of coal. It was further noticed that due to use of bad qual ity 
coal, the Company susta ined loss of generation of 362.09 MU of power valued at 
Rs.57.56 crore during 1998-99 and 1999-2000. Had the Company claimed the · 
cost of bad quality coal from MCL, this loss would have been reduced to that ....... 
extent. 

Government stated (August 200 I) that it was a fact that MCL supplied low-grade 
coal ('G' grade) but payments were made on the monthly weighted average of 
Gross Calorific va lue supplied by MCL and individual lots were not considered 
for payment. It was added that it had been decided in December 2000 for joint 
sampling in two shifts during which· time the Company would lift its entire 
requirement of coal and there is continuous improvement in the terms of supply. 
The fact remains that had the Company taken such steps from Apri I 1998 onwards 
or payment made to MCL on the basis of actual monthly weighted average of 
UHV of coal received, it could have avoided the loss on account of receipt of 
inferior quality of co<1 l. 

Thus, fa ilure of the Company to ensure proper joint inspection and sampling of 
coal supplied by MCL fo llowed by raising of claims for supply of inferior grade 
coal led to loss of Rs.47.82 crore as the chance of getting the amount reimbursed 
from MCL after a lapse o f more than two years appears to be remote. 
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3A.7 ORISSA STATE CIVIL SUPPLIES CORPORATION 
LIMITED 

I 3A.7.1 Procurement ofMoong Dal for Cyclone Relief Programme 

Procurement of moong dal for cyclone r elief work in excess of requirement. 
as well as at higher than prevailing market rate led to extra expenditure of 
Rs.3 crore·. 

In the aftermath of the super cyclone which struck coastal parts of Orissa in 
October 1999, the High Level Committee of Government of Orissa set up to 
monitor cyclone relief works entrusted the Company with the procurement' of 
moong dal for free kitchens :in ·the cyclone affected areas of .the State. Tht: 
Company procured 22,887 quintals of moong dal valued at Rs.6 .40 crore during 
the period from 5 to 23 November 1999. Audit scrutiny of the procurement and 
di stribution of the dal revea led the following: 

(a) Avoidable extra expenditure 011 procurement at higher rate 

The Company placed orders fro m 3 to 16 November on fi ve co-operative firms 
and three private traders for supply of 20,500 quint~! of moong dal at rates 
ranging fro m Rs.2,373 to Rs.2,950 per quintal. It was observed in audit 
(November 2000) that the orders were placed and payments made w ithout 
reference to the prevailing market rate of Rs.2,650 per quintals which should have 
been readil y available with the Company. The absence of any effort by the 
Company to adhere to the market price and its read iness to procure moong dal at 
any price enabled the traders to ra ise the rates in an ad hoc manner resulting in 
extra avo idab le expenditure on procurement of 17,825 qu inta ls of moong dal. 

Management stated (March 2001) that spot purchases were made adopting 
emergent procedure as an agent of Special Relief Commissioner (SRC) du ly 
approved/reimbursed by SRC. It was added (Ju ly 200 l ) that no market price wa·s 
ava il able with the company nor was it communicated by anybody and negotiation 
was held with the parties to reduce the price to Rs.2,850 per quintal against 
Rs.2,880 per quinta l offered by National Agricu ltura l Co-operative Marketing 
Federation of India Limited (NAFED). The reply is not tenable since the 
prevailing market price of moong da l was read ily ascertainable and in fact it was 
stated by DM-CSO, Cuttack, to be Rs.2,400 per qu in tal as per report of Market 
Intelligence Wing which was submitted to the Estimate Committee of the Orissa 
Legislative Assembly in June 2000. State Government has informed (J uly 200 1) 
that the prevailing ma rket rate was Rs.2,650 per quintal at that time. Hence, 
negotiations shou ld have taken these rates into account. Further, in view of the 
purchase of Moong Da l from NA FED at the rate o f Rs.2,750 per qu,in tal on 9 
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November 1999, negotiation at the Mte of Rs.2,850 per quinta l was not a prudent 
decision. 

Thus, procurement of moong dal without reference to the avai lable market -rate-r 
resulted in avoidable expenditure of Rs.35 .52 lakh. 

(b) Procurement in excess of requirement 

Revenue Department instrncted (3 November 1999) the Company to supply 500 
quintals of moong dal p~r day. As per data subsequently furnished ( 11 November 
1999 and 25 January 2000) by Revenue ·Department to Central , Relief' 
Commissioner, Government of India, 11 ,43, 105# people were fed as part of the 
relief effo1i during November 1999. Based on norn1s of 100 gms. of moong dal 
per head . per . day fixed by the •)High · Level Committee, the actual 
requirement/distribution works out to l l ,6471quintals. 

As against the above, the Company placed orders for 20,500 quintals and 
ultimate ly accepted. 22,887 quintal s resulting in . excess procurement of :11 ,240 
quintal s valued at Rs.3.20 crore. 

Out of the 22,887 quintals procured, 22,762 quintals were di spatched to the 6 . 
affected districts of which 20,486 quintals were utilised for the relief effort and.· 
2,276 quintals were subsequently transferred to the Mid Day Meal programme to ; 
avoid deterioration · in quality. Out of the remaining 125 quintals (22,887 -
22,762), l 17 quintals were auctioned at a rate of Rs. l ,600 per quintal and there 
was wastage of 8 quintal s. ' 

Management stated '(March 2001) that orders were placed and supplies accepted."-;""' 
as per instructions of Revenue Department and actual requirements. rt was added· 
(Ju ly 2001 ) that local purchase was made on orders of Chief Secretary and 
purchases were concluded on 14 November 1999 and only the quantity in the 
pipeline was perceived by Audit as excess suppl y. 

The reply of the Management was not tenable as the Company bad not only 
placed orders far in excess of the actual requirement of 11 ,64 7 quintals but had 
also thereafter accepted supply in excess of its own purchase orders the last of 

... 

which was placed on 16 November 1999. Further, the utilisation of 8,839 quintals -
(vi z. 22,887 - 11,647 - 2,276 - 125 quintals) valued at Rs.2.46 crore could not be 
ascertained in audit as the details as to its actual distribution through the relief 
kitchens are not available. 

Government, in its reply (July 200 I), has admitted that the prevailing market rate 
of moong dal during the period was Rs.2,650 per quinta l as per the Market 
Tntelligence Report. 

# 4 14000 people from 5 to 11 Novell'ber 1999 & 729 105 from l 2 to 23 November 1999 for a total 
period of 19 days 
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Thus, improper assessment of requirement coupled with procurement at higher 
rate than the prevailing market rate led to avoidable expenditure of Rs:3 crore 
(less Rs.55.88 lakh recovered through sale of l l 7 quintals and 2,276 quintals 
transferred to MDM programme) on procurement of moong dal. Further, 
utilisation of 8,839 quintals valued at Rs.2.46 crore supplied by the Company to 
the di stricts could not be verified in audit due to lack of details of utilisation . 

3A.7.2 Loss due to non-collection of differential incremental cost of 
APL Wheat and Rice from the storage agents _, . ., . . .. _ 

The Company suffered a loss·. of Rs.0.18 crore towards differential cost as it 
failed to intimate to FCI the fact of sale of APL rice and wheat to ultimate 
consumers. 

The Central Issue Prices (CIP) of wheat and ri ce relating to Above Poverty Line 
category (APL) were revised (29 January 1999) by Governn~nt of India (GOI) 
with effect from 28 January 1999 from Rs.420 per quintal of wheat to Rs.650 per 
quintal and Rs.700 per quintal ofrice to Rs.905 per quintal (rice grade 'A'). As per 
the GOI order, Food Corporation of India (FCI) would reali se the new rates from 
the State Government in respect of release orders issued from 22 to 28 January 
1999 when their agencies/nominees lifted the .stocks. In January 1999, FCI 
c larified that the revised CIP would be effective from 29 January 1999 and the 
revised CIP would be applicable to stock in pipeline i.e. the stock which was 
already lifted by State Government and their agencies at the old prices and were 
lying in their godown or in transit or lying in fa ir price shops but still not issued to 
the ultimate consumers. This stock was to be frozen. 

Accordingly, Government of Orissa (GOO) directed (January and March 1999) 
all District Collectors as well as the Company to verify the stocks of rice and 
wheat held by storage agents and retailers at the closing of 28 January 1999 ao_d to 
make payment of the differential price to FCI for the release orders issued fro m 
22 to 28 January 1999. The Company issued instructions (February and May 
1999) to the District M anagers on the above Jines and directed them to 
recoup/co llect the differential price from the storage agents. 

During the audit of three divisions viz. Balasore (May 2000), Dhenkanal 
(February 2001) and KJmrda (March 2001), it was observed that the differential 
cost of 4, l 83 quintals of rice and 4,627 quintals of wheat held in pipeline during 
the period from 22 to 28 January 1999 amounting to Rs.1 7.91 lakh was not 
recovered by the Company from the storage agents because the stock had already 
been sold to the consumers. However, this fact was not intimated to FCl and_ the 
Company paid Rs.14.70 lakb to them (March 1999 to August 2000). The balance 
amount of Rs.3.2 l lakh is yet to be paid (March 200 l). 

The Unit management stated (February 200 I ) that since the stocks had already 
been issued to the ultimate consumers at pre-revised price during the pipeline 
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period, it was not possible to collect the differential amount from the consumers 
and there was 'Nil' stock as on 28 January 1999 with the storage agents/retailers. 
The Management added (.July 2001) that recovery of differential cost from storage 
agents on stocks which had been passed on to the retai lers/consumers was not -r 
justified and proper. 

The reply is not tenable in view of the fact that the Company should have brought 
the fact of 'Ni l' stock as on 28 January 1999 to notice of FCI in which case it 
would not have had to pay the differential cost to FCT as per their instruction of 30 
January 1999 . 

. Thus, the Company suffered a loss of Rs.17.9 1 !lakh as it fai led to inti niate FCI the · 
fact of sale ?f APL rice and wheat as on 28 January 1999 to ultimate consumers. 

The matter was reported to the Government (May 200 l); their reply was awaited 
(December 2001 ). 

I 3A. 7.3 Loss due to deviation from extant instructions of Government 

The Company incurred extra expenditure of Rs.0.42 crore due to fa ilure to 
adhere to Government instructions while entering into agreements with 
storage agents. 

Food Supplies and Consumer Welfare Department, Government of Orissa 
directed (August and October 1997) the Company to procure 4 1,000 MT ofrice to 
meet the shortfa ll in allotment by Government of India under Targeted Public 
Distribution System (TPDS). The rice so procured was to be kept in the godowns 
of the Orissa State Warehousing Corporation (OSWC). It was stipulated in the 
Government order that incidental charges were to be paid at the rate of Rs.2 per 
qu inta l to OSWC and no incidental charges were payable to storage agents. The 
Government order was silent on payment of shortage charges to OSWC and 
storage agents. The Company procured 40,895 MT of rice during September to 
November I 997. The Company incurred a tota l expenditure of Rs.76.75 lakh 
which inter alia inc luded payment of shortage charges to storage agent (Rs.1 5.38 
lakh) and OSWC (Rs.15.38 lakh) as well as incidental charges to storage agents 
(Rs.13.27 lakh). The Company also paid incidenta l charges to OSWC at the rate 
of Rs.4 p~r quinta l as against Rs.2 per qu intal provided by Government. However, 
Government allowed only Rs.34.62 lakh as a result of which the Company 
incurTed an extra expenditure of Rs.42.13 lakh. 

After the point was raised in aud it, the Company requested (June 1999) the 
Government to reimburse the extra expenses as suhsidy. No response has been 
received from Government so far (.July 200 l ). 

_/ 
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Thus, by · incurring expenditure in violation of Government instructions, the 
Company had to suffer a loss of Rs.42.13 lakh. 

The Managemen t stated (July 200 I) that in the economic costing of PDS stock, 
Government had approved Rs.2 per quintal towards incidental charges for one 
operation. Since OSWC conducted two operations (loading and unloading), Rs.4 
per quinta l was allowed and agreement was made accordi ngly. It was added that . 
storage charges and incidental charges to storage agents were released as per 
Storage Agency Agreement made with them. The reply is untenable since the 
Company should have made agreement with the storage agents as per the 
instructions issued by Government in order to avoid the loss. •Further, the 
Company also paid incidental charges at the rate of Rs.2 per quintal to OSWC for 
similar operation in M ay 1997. 

The 'matter was reported to Government (May 200 I); their reply was awaited 
(December 200 l ). 

3A.8 ORISSA FOREST DEVELOPMENT CORPORATION 
LIMITED . l"I • -' l '- •·- - .... 

I 3A.8.1 Commercial-Plaritations 

Despite investment of Rs.24.59 crore in cashew, rubber and mixed 
commercial plantation which were expected to yield revenue of Rs.18.22 
crore during 1996-97 to 2000-01 , the Company could obtain only Rs.2.94· 
crore -due to non-maintenance, delay in harvesting and inadequate 
horticultural opera tions. 

Up to 1992-93, the Company took up commercial p lantations over an area of 
64,07 1 ha compris ing of pure cashew (11 ,054 ha), mixed cashew (7,275 ha) and 
other commercial species includi ng Eucalyptus, Accac ia, Simaruba and Bamboo 
(45,742 ha). The cashew plantations were expected to start yielding from the fi fth 
year ti ll 30 years whil e the other commercial plantations were to mature fo r 
harvesting after the seventh year. It was noticed in audit (Apri I 200 1) that the 
actual yield in cashew plantations were far below the projected yield and there 
was inordinate delay in harvesti ng o f commercial plantations leading to loss of 
revenue as di scussed in ubsequent paragraphs. 

(a) Cash ew pla11tatio11 

The project report <1 pproved (March 1978) by the Government of Orissa 
envisaged surviva l of 148 seedlings (95 per cent) out of 156 planted per ha. and 
an average annual y ie ld o f two kg. per tree. In Bhubanesw<1r 'A' Division, the 
surv iva l percent<1ge o f trees declined from 47 ( 1996-97) to 39 ( 1999-2000) due to 
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non:-maintenance· of the plantation as no funds were provided by the Corporate 
0 ffi d •tdbl ice as epic e e ow: 

Crop Year Area in No. of trees No. of trees ·Anticipated Revenue 
Loss of 

ha. at95% actually net revenue realised 1' revenue on 
$ survival survived on trees (actual) 1 

If rate as per (percentage actually 
available trees 

~~ 'i ' l project of surviva l) available I 
I 

I 

report -
~~-'' :;-. ·-. ~ ·-.~· ..•. ... --. """_, .. _ ~ 

(Trees in lakh) (Rupees in lakh) 

1996-97 10170 15.05 7.09 129.44 62.47 666.97 
(95%) (47) 

1997-98 10091 14.93 7.08 3 11.51 69.66 241.85 
(95%) (47) 

1998-99 1009 1 14.93 6.83 3(? 1.78 76.70 285.08 
(95%) (46) 

1999-2000 10 126 14.99 5.80 345.84 85.23 260.6 1 

Total 

Revenue of Rs.14.55 
crore was lost due to 
low survival and 
lesser yield than the 
norms on account o f 
poor maintenance. 

Plants valued at 
Rs.9.57 crore were 
lost due to survival 
below the prescribed 
norm. 

(95%) (39) 
-1748.57 294.06 1454.51 

It was noticed in audit that as against the anticipated net revenue ofRs.17.49 crore 
based on the actual survival, the Company earned a meagre Rs.2.94 crore. The 
low revenue realisation was due to low yield on account of non-maintenance of 
plantations. Had the plantations raised at an investment of Rs.3.26 crore been· 
properly maintained, the Company could have earned a net revenue of Rs. l 7.49 
crore ·on the actually surviving trees against which only Rs.2.94 crore was realised 
resulting in loss ofrevenue of Rs.14.55 crore. 

(b) Loss on accoulll of low survival 

A test check of records of six (out of eight) Divisions revealed that the survival 
percentage of other commercial plantations over an area of 32,858 ha. created at 
an expenditure of Rs. 18.02 crore ranged between 0 and 48 per cent (against the : _ 
norm of 75 per cent) after maintenance period. The expenditure incurred in plants 
lost in excess of no1ms worked out to Rs.9.57 crore. 

Management stated (July 2000) that the low survival rate was due to illicit fe lli ng 
and biotic interference. The reply is not tenable as the Management should have 
provided proper watch and ward to prevent illicit felling and maintenance of the 
plantations should have been made properly to achieve the survival percentage as 
per norm since huge expenditure was incurred for raising the same. Government 
confinned (August 2000) that though biotic factors are irnpotiant, the executing 
agency cannot be absolved of the responsibili ty in case of low survi va l. 

• Anticipated net revenue =No. of tr~es ~' 2 Kg. x rate per Kg. 0btained on sale of caS'hew for the 
year - maintenance cost. 
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blocked due to delay 
in harvesting. 
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Rubber Pla ntations 
Rs.0.13 crore 

remained unfruitfu l 

Chapter Ill, Miscella11eo11s topics of interest 

(c) loss due to delay i11 harvesting 

During the period 1980-8 l to 1992-93, the Company raised commerc ial. 
plantations over 53,0 17 ha. (in 70 l locations) other than pure cashew at a tota l ~ 

investment of Rs.2 1.20 crore. These plantations were taken-up wi thout approval;: 
of the Forest Department as prescri bed in Orissa Forest Act, 1872. The Company 
decided (December 1992) to harvest the commercial plantations which were more -
than fi ve years old. The Company was to take-up enumeration of commercial' 
plantations to identify the trees ava ilab le for exploitation. This was expected to be· 
completed by May 1994. Due to delay in completion of enumeration, the: 
Company could submit proposals only in February l 996 for harvesting-cum- . 
rep lanting schemes over an area of 6,525 ha. The Government directed (June' 
1996) the Company to proceed with the harvesting by calling for open tenders. 
Open tenders obtained (September 1996) by the Company fetched a highest price 
of Rs .2. 73 crore which was much below the offset price of Rs.4.9 1 crore fixed by 
the Company. Though the Company subsequently .decided (April 1997) to 
proceed with the harvesting/re-planting through its commercial divisions, this 
could not be implemented due to delay in obtai ning necessary clearance from · 
Government. 

Government of Orissa intimated (December 1998) the Company that harvesting 
proposals had to conform to the working plan for the respective forest areas. The, 
Company accordingly submitted (January 1999) proposals for harvesting 35,862 
ha. (including the 6,525 ha. indicated above) ra ised during 1980-8 1 to 1992-93 
which was found (January 1999) by the Government of India to be not in 
confmmi.ty with the working plan. The Company re-submitted (October 1999) the 
proposa l wh ich was awa iti ng sanction of GOI (August 200 l ). No proposa l has 
been submitted for the balance area o f 17, 155 ha. 

It was observed in audit that the Company fai led to get any return on the 
investment of Rs.2 1.20 crore invested in these commercial p lantations due to its 
fai lure to adhere to the provisions of the Forest Act and subsequent de lay in 
finalising proposals for harvesting in tune wi th the working plan of the area. 
There was no sense of urgency though the Company was aware that illicit felling 
was rampant in these areas since February 1996. Thus, delay in harvesting had not 
only left scope for continued illic it fe lling but also iocking up of huge sums which 
would ha• 'e otherwise been realised through auction sales and re-plantation could 
have been undertaken utilising internal resources. The whole plantation has not 
been harvested so far (August 200 I ). 

(d) loss of revenue due to 11011-mainte11a11ce of rubber plantatio11s 

The Company took up rnbber plant ations in Keonj har district in three locati ons 
over an area of 34 ha. during the year 1988-89 to 1990-9 1 at a cost of Rs. 13.36 
lakh. As per norms of the Rubber Roarcl : 
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Rs. 0.73 crore 
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(i) rubber plantations mature at the age of seven years on attaining the 
minimum specific girth of 45 cm. , 

(ii) tapping of trees should commence from the seventh year ti ll the 25 th yea r 
of p lantation and it should y ield fi ve kilograms of ru bber per year, r 
(ii i) it is uneconomical to commence tapping un less at least 70 per cent of the 
trees in a given area achieve the minimum girth of 45 cm., and 

(iv) the minimum stand (number of standing trees) per h<:I. should be 380 
plants of 45 cm. girth during seventh year. 

As per the above norms, the Company was expected to earn a revenue of Rs.73.49 
lakh between March 1996 (seventh year) and March 2001. 

It was observed in audit that out of 14,465 rnbber trees p lanted during ' 1988-89 to 
1990-9 1 viz. 425 per ha., the average number of sur viving plants was only 262 
per ha. in December 1996 (seventh year of plantation) which decreased to 215 per 
ha. in March 200 I. Further, the number of tappable trees per ha. ranged from 13 
to 32 trees during the years from December 1996 to March 2001 as against 297 
trees per ha. required for economically viable tapping as per norm of the Rubber 
Board (minimum 70 pe1' cent of 425 per ha.). 

The low survival and low stand of tappable trees was attributed (June 1997 and 
February 1998) by the Rubber Board to improper maintenance and inadequate 
horticultural operations. Thus, the Company lost potential revenue amounting to 
Rs.73 .49 lakh (as on March 2001) and the expenditure of Rs. 13.36 lakh in respect 
of the plantation was rendered largely unfru itfu l as tapping of trees was yet to be 
commenced. 

Thus, out of investment of Rs.24.59 crore in cashew, rubber and mixed 
commercial plantation which were expected to yield revenue of Rs.18.22 crore 
during 1996-97 to 2000-0 1, the Company could obtain on ly Rs.2.94 crore due to 
non-maintenance, delay in harvesting and inadequate hort icultural operations. 

Government stated (August 2001) that yield depends on meteorolog ical and 
environmental factors along with age of the plants and the projected revenue 
calculated by audit is on "critical bas is which did not appear to have any nexus to 
the practical bearing." Jt was added that harvesting o f commercial plantation 
would be taken up after getting clearance from Government of India. The reply is 
not tenable since the company clearly failed to take adequate measur.cs to prevent 
illicit felling and ensure proper maintenance of harvesti ng to earn the expected 
revenue. As the plantations were purely a cornrnercial venture, the Company 
should not have made huge investments unless it was in a position to ensure
remunerative returns. 

_ . .. .;..____ __ ~. 
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crore. 
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I jA.8.2 Loss in -Plantation Activity in Khandagiri-Udaygiri Hills 

Failure to harvest the plantation in time resulted in loss of income of Rs.0.20 
crore. 

The Forest Department prepared ( 1987) a scheme for developing the landscape at . 
Klrnndagiri-U<laygiri Hills at an estimated cost of Rs.28.80 lakh over a period of 
five years and directed the Company to implement the scheme from its own 
resources. The Company prepared (June 1992) a project report on the scheme 
Ecological Plantation for Environmental Protection at an estimated cost of Rs.50 
lakh during a span of fi ve years with anticipated revenue of Rs.5 la.kb per annum 
from 1996-97 onwards. The Company incurred expenditure of Rs.19.28 lakh on 
22,41 5 plants upto 199 1-92. Due to funds constraint, the Company requested 
(November 1997) the Government to takeover the project and to reimburse the 
expenditure incurred by it. The project work was stopped (March 1998). The 
proposal for reimbursement was not accepted by the Government (May 1998). 

The Company was to harvest . the · plantations raised for the development of 
landscape at Khandagiri-Udaygiri hills annua,lly from l 996-97 onwards to earn 
Rs.6.72 lakh per annum (at the rate of Rs.30 per plant from 22,41 5 plants) . 
However, the Company fai led to harvest the above plantations. After the super 
cyclone in October 1999, the plantations were damaged and the Company 
harvested the plantation for the first time in January 2000 earning revenue of only 
Rs.1.14 Jakh against the estimated revenue of Rs.20.16 lakh for three years from 
1996-97 to 1998-99. The income did not cover even the annual recurring 
establishment expenses of Rs. 1.58 lakh . 

Thus, developing a project w ithout adequate planning and withoL~t ensuring 
availabi li ty of the requ ired funds and failure to harvest the plantation in time 
resulted in Joss of income of Rs.20. 16 Jakh on the above plantation. 

The Management stated (June 2000) that the Scheme was undertaken by the 
Company at the behest of Government of Orissa to improve the natural beauty of 
the hills, attract Jain ascetics and develop the place as a centre fo r meditation and 
religious rites. Government added (August 200 I) that the Company is not only a 
commercial organisation but they had some soc ial objectives for improvement of . 
ecological and environmental development. However, the devastation caused by 
the super cyclone was beyond the control of the Company. The reply is not 
tenable as the Scheme was taken up without specific commitment of finance or 
adequate planning, the project could not be completeci and project objectives 
remained unrea lised. 
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I ~A.9 ORISSA AGRO IND USTRIES CORPORATION LIMITED 

I Futile investment in Joint Sector Project 

Lack of monitoring of investment in the Joint Sector Project resulted-in loss . 
of Rs.0.19 crore. 

The Project Approval Committee of the State Government approved (May 1995) 
a proposal for establishment of a pickle manufacturing unit in Joint Sector with 
Odyssy Pickles Limited (OPL) in Keonjhar di strict at an estimated cost of 
Rs.98.40 lakh . 

The Company entered into an agreement with OPL in July 1995. The project cost 
was subsequently revised to Rs. 1.07 crore by Bank of India (BOI) at the time of 
appraisa l which was to be contributed by the promoter (Rs.20.23 lakh), the 
Company (Rs. 18.65 lakh), the National Horticulture Board (Rs.24 lakh) and 
through a term Joan (Rs.44 lakh). Accordingly, the Company invested (January to 
May 1996) Rs.1 8.65 lakh in the project towards equity and the project started . 
commercia l production in September 1997. 

It was observed in audit (November 2000) that the Company had not received the 
share certificate so far aga inst the equity participation. OPL also had neither 
prepared its annual accounts since inception nor complied with the standing 
prov isions of the Companies Act, 1956, with respect to allotment of shares, 
submission of returns, holding of meetings, etc. as a result of which the assets and 
liabilities of OPL is not known to the Company. Though the Board of Directors of 
the Company authorised (January 1996) tbe Managing Director to watch the 
progress of the proj ect and to bring to the notice of the Board any discrepancy, no 
action was taken in this regard inspite of poor performance of OPL. Further, in the 
absence of share ce1tificate, no action could be initiated by the Company for 
disinvestment of its equity holding in OPL as per the terms of the agreement. The 
Company also fa iled to take up the matter regarding non-compliance to the 
provisions of Companies Act with the Company Law Board or R egistrar of 
Companies. Due to unsatisfactory performance of OPL and with the fi nancial 
position nearing insolvency, 8 0 1 intimated (September 2000) the recall of the 
term loan (Rs.56.93 Iakh) and working capital (Rs. l crore) . 

Thus, poor moni toring of the project by the Company inspite of presence of its 
three nominees includ ing Chairman in the Board of OPL resulted in futil e 
investment of Rs. 18.65 lakh. The chance of recovery is remote in view of the 
terms of the agreement that in case the project does not come up, the expenses 

---

would be borne by the respecti ve part ies. . / 
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Investment of surplus 
funds in STDs 
instead of parking 
the same against cash 
credit account 
resulted in 
differential loss of 
interest of Rs.OJ S 
crore. 

Chupter Ill, Miscel/1111emh· topics of interest 

The matter was reported to the Management (February 200 1) and Government 
(March 200 J ); their replies were awaited (December 200 I). 

[}A.10 ORISSA CONSTRUCTION CORPORATION LIMITED=<] 

I Loss due to improper cash management_ J 

Investment in short-term deposit in viola tion of extant guidelines resulted in 
differential loss of interest of Rs.0.15 crore. 

As per extant guidelines of State Government (November 1996), Public Sector 
Undertakings (PSUs) should not invest their funds at a particular rate of interest 
for a particular period of time whi le at the same time resorting to borrowings at an 
equal or higher rate of interest for their requirements. 

It was noticed in audit (December 2000) that the C'urupany had been availing of 
Cash Credi t fac ility during the period from 20 Apnl 1998 to July 2000 ranging 
from Rs.69. 19 lakh to Rs.l.09 crore at an interest rate of 16.75 per cent per 
annum. During the same period, the Company invested its funds in short-term 
deposits (STDs) ranging from Rs. I crore to Rs. l .5Q crore at a rate of interest 
ranging from 5.4 to 7 per cent per annum in violation of the above cited 
guidelines. This resu.lted in excess expenditu re of Rs. 15.13 lakh towards 
differential loss of interest. Had the Company fo llowed the instruction of the State 
Government and parked the surplus funds in the Cash Credit account, additional 
interest burden amounting to Rs. 15.13 lakh coulcl hnve been avoided. 

Government stated (April 200 I) that since there wa5 a time lag betwe1..:n amount 
spent on the works and amount received from the contractees, the Con1pany kept 
the surplus money in STDs for a period of 32 to 45 <lays instead ot' keeping in 
Current Account. It added that had the Company resorted to re-payment of cash 
credit, it would have affected the works and the Company would have earned a 
bad name. 

The reply is untenable as the Company kept the surplus funds in STDs for a 
period of 45 to 205 days which could have been p~11 ked in Cash Credit Account 
and drawn at the time of actual requirement for cxccut ion of works in order to 
reduce 'the interest burden. 
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IJA.11 ORISSA LIFT IRRIGATION CORPORATION LIMITED I, 

lnelay in execution of Lift Irrigation Projects under Drought Mitigation 
l_!rogramme . 

In spite of availability of funds, the Company could not implement the 
Drought Mitigation Programme defeating the purpose of the programme 
and resulting in depriving irrigation facility to 2,500 acres. 

As per decision (28 Aptil 1999) of the Committee for admin ist ration of Calamity 
Relief Fund, the Company submitted (28 April 1999) an Action Plan to the State 
Government for utili sation of drought grant in the a ffected districts of the State'· 
towards installation of 11 9 new lift irrigation proje~ts at a cost of Rs.5 crore 
during Apri l to June 1999. Accordingly, the Special Relief Commissioner (SRC) .. 
Orissa, approved (14 May 1999) construction of 100 new Lift Irrigation (LI) 
Projects at a cost of Rs.4 crore to be completed by end of June 1999 and the 
amount was released to the Company in June 1999. The Managing Director of the 
Company committed (June 1999) to install all the projects by 15 July 1999 in 
order to provide water to the cultivators during the Kbariff season for 1999 (June 
to October). The Company had instructed (3 June 1999) the Lift Irrigation 
Divisions to form Water User Associations (WUA) in each of the LI projects and 
get the same registered s6 as to hand over the projects to t-he WUAs on 
comp1etion. The Company released ( 11 June i 999) Rs. ·1 crore (at the rate of Rs. I 
lakh for each project) to the concerned divisions fo r taking up the work including 
deposit of service connection charges for supply of LT I ine. It was also instructed 
that WUAs must be formed and registered before deposit of cost of service 
connection charges. 

A review in audit (May 200 l ) of implementation of the programme in 6 out of 19 
divisions (i.e. 50 out of l 00 projects) revealed the following: 

(a) The projects to be completed in June 1999 were actually completed 
between November 1999 to March 200 I resulting in delays ranging from 5 to 21 
months. Though funds were ava ilable with the Company and advance action was 
ini tiated in April 1999, none of the projects could be completed by July 1999 to 
provide water to the cultivators during the khariff season for 1999 (June to 
October 1999). Hence, there was loss of irrigation potential of 2,500 acres for that 
year. 

The delay in implementation of the project was due inter alia to (i) delayed supply 
of material by the suppliers, (i i) failure of the beneficiaries to form WU As in.time, 

-

and (i ii) delay in drawal of power li nes by GRIDCO. Evidently, the Management / 
did not take adequate steps to implement the 71 projects (other than in the coastal 
areas where insta llCltion of 29 tu be we ll was not poss ible due to early monsoon 

104 



,,.. 

Chapter Ill, Miscella11eous topics of interest 

rain fall) in time considering the emergent situation as a result of which the 
purpose of release of funds by SRC was defeated. Further, the works executed by 
the Company upto 20 July 1999 was only for Rs.29.28 lakh against Rs.315.04 
lakh (excluding Rs.84.96 lakh relating to GRIDCO) which is a clear indicator of: 
the lackadaisica l approach of the Company in execution of the work. The 
Coi:npany also deposited only Rs.46.89 lakh with GRlDCO towards cost of" 

, serv ice connection charges which was 55 per cent of total expenditure. 

(b) Jn Keonjhar, Dhenkanal, Bolangir and Bhawanipatna divisions, 13 t 
projects were not ready even for the next Rabi season (November 1999 to May · 
2000) as a result of which there was further loss of irrigation potential of 650 i 
acres during that season. O f these 13 projects, 11 projects were also not ready for 
the next Klrnriff season (June to October 2000) and thus another 550 acres of Janet ·: 
was depri ved of irrigation faci lity. , 

(c) Though formation of WUAs was a ' pre-condition for taking
1 
up \ he Lf 

projects, in case of 9 projects (Koraput - 3 and Bolangir - 6) WUAs were not.: 
formed. Those projects though completed ·in .'.December 1999 to December 2000 i 
remained · inoperative and thus the expenditure of Rs.33 .14 lakh· remained ; 
unfruitfu l. Besides, in Phulbani district, 8 projects completed between November · 
1999 to January 2000 cou ld not be handed over to the WUAs as they were not · 
wi lling to take over the project in .view of no demand from the beneficiaries due · 
to lack of agricultural knowledge and poor financial condition. Hence, taking up , 
of the projects at a cost of Rs.34 lakh needs j ustification. F urther, in case of 8 . 
projects installed at a cost of Rs.34.50 lakh in Bhawanipa tna, the reasons for non
handing over to WUA is not on record. 

( d) Out of Rs.2. 15 crore sanctioned for the 50 LI projects in the 6 divisions,. 
the Company incurred expenditure for Rs.2 .05 crore and a balance amount of 
Rs.0. 10 crore is lying unutilised (Apri l 2001 ). 

Thus, delay in implementation of the projects by the Company resulted in non- · 
achievement of Drought Mitigation Programme despite ava ilab ility of funds. 

The Management stated (October 200 1) that out of 100 projects, 99 projects had i 
since been installed by March 200 1 of wh ich 7 proj ects were awaiting ~ 

energisation . It was added that the delay in instal la ti on of tube weqs was due to : 
super cytlo.ne which occutTed during October l 999. The reply is untenable in . 
view of the fact that the projects were to be completed by June 1999 so as to 
ensure water~ to the cu ltivators during Kbariff 1999 i.e. June to October 1999, viz. 
much before the super cyclone. Due to the lackadaisica l approach of the Company· 
in execution of the work, there was delay in completion of the projects and as a 
result, the pmpose of release of the funds was defeated. 

The matter was reported to Government (May 200 I); their reply was awaited 
(December 200 I). 
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lt3A.12 ORISSA MINING CORPORATION BIMITED 

Loss due to supply of iron ore on credit basis without any. agreement oy· 
security ' · · ' 

, Due· to supply of material without entering into agreement .and without. 
security the Company sustained a loss of Rs.0.45 crore. 

Mideast Integrated Steels Limited (MISL), a private sector Company which was 
part of MESCO Group, approached (Odober 1992) the Company for supply of 
iron ore lumps and fines for its steel plant from 1995-96. The Company decided , 
(March 1995) to supply the ore to MISL on the, condition that MISL should open 
a Letter of Credit (LC) amounting to 15 days ~upply. Accordingly, the Company ~ 
sent (August 1995) a draft agreement to MISL for their acceptance. MISL did not 
accept the agreement inspite of reminders issued by th.e Company. Meanwhile, . 
MISL tequested (October 1995) for supply ofa·small quantity of 2,000 MT on 30 
days credit. The Company considered it as a special case and supplied 2,001 MT 
of lumpy ore between 21 November and 2 December _1995 on the condition that . 
MISL should settle the bills on presentation. The bills were raised on 29 March 
1996 after lapse of more than 3 months. The reasons fo r the delay in raising bills 
were not on record. Though the earlier bills were not settled, the Company again . 
supplied 6,876 MT between December 1995 and March 1996 and further 2,267 
MT between April and 20 May 1996 to MISL and the bills were raised in March _ 
and June 1996 respectively. Since no payment was received as committed by 
MISL in May 1996 against supply of 11 ,144 MT of ore valued at Rs.35.1 8 lakh;-
the Company intimated MJSL on 20 May 1996 that further supply would be · 
considered depending on opening of LC and clearance of outstanding dues. 
However, despite non-fulfillment of the above conditions, the Company again ~ 

supplied 3,000 MT of ore valued at R_.s.9.85" lakh during 2 1 May to July 1996 
without any recorded reasons. Payment for the entire supply of 14, 144,M T of ore : 
amounting t.o Rs.45.03 lakh was not yet received by the Company (April ~00 1). 

It was noticed in audit (February 2001) that though the Company had decided ~ 

while supplying the first lot that further supplies shall be governed as per the 
agreed terms and it shall not be cited as precedent, yet further supplies were made · 
without entering into agreement and even without insisting for payments for 
earlier supplies or opening of LC. Further, in a meeting held on 27 January 2000 
with the MISL, the Company sought payment for earlier supplies by February 
2000 and committed to supply about 5 lakh MT of ore during 2000-0 l but did not 
insist on entering into agreement for the supplies. Since the ,steel plant which was . 
scheduled to be completed ·by 1994 was not yet commissioned and supplies were= 
made without agreement as well as security, the chance of recovery of dues of
Rs.45.03 lakh is bleak. Thus, supply of iron ore without any agreement or securitf 
despite continuous non-payment of pending bills constituted undue favour to 
MISL and resulted in likely loss of Rs.45.03 lakh. 
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The Management stated (September 2001) that material was supplied to MISL on 
good faith and money could not. be realised till date due to non-execution of the · 
contract. The fact remains that the Company should not have supplied material on 
credit repeatedly without ascertaining the credit worthiness of the purchaser. 

The matter was reported to Government (May 2001); their reply was awaited 
(December 2001 ). 

I 3B. Statutory Corporations 

I 3B.1 ORISSA STAJ'E FINANCIAL CORPORATION 

I 3B:l.1 Avoidable payment of Underwriting Commission 

Payment of underwriting commission .to . the .subscriber of bo~ds who 
performed no underwriting function resulted in loss of Rs.0.20 crore. 

Small Industries Development Bank of India (SIDBI) permitted the Corporation -
to raise funds through issue of bonds in January 1998, January 1999 and June · 
2000 under the market borrowing programme for the years 1997-98 to 1999-2000. 

As against the allotment of Rs.95.53 crore, the Corporation raised only Rs.62 
crore. The terms of allotment of SIDBI permitted brokerage (0.12 per cent).and 
underwriting commission (0.38 per cent) . The Company did not appoint any 
brokers or underwriters for these issues and went ahead collecting subscriptions . 
from banks through direct placement. However, the Corporation paid Rs.26.53 
lakh towards brokerage (Rs.6.37 lakh) and underwriting commission (Rs.20.16 
lakb) to these subscribing banks. As the issue was not subscribed through 
appointment of underwri~ers and was in fact under-subscribed to the extent of 
Rs .33.53 crore, the question of payment of underwriting commission does not 
arise and that too .to the subscribers directly for no underwriting functions. 
P,erformed by them. 

The Management stated (March 200 I) that as per the terms and conditions of the · 
bond issue, the Corporation paid brokerage and underwri ting commission as an 
incentive· and the C:orporatiOn had the option to negotiate with the prospective 
subscribers. The Management added (May 2001) that the Corporation was trying _ 
to avoid payment of brokerage and underwriting commission. However, for 
taking into cognizance the long-term benefit of bond subscriptions, the · 
Corporation bad agreed to the 'conditional subscription of the subscribers by 
allowing underwriting commission. 

While the contention of the Corporation regarding payment of brokerage is 
acceptable as an incentive paid to the subscribers as per practice, the payment of 
underwriting commission to the subscribers is not tenable since underwriters are · 

I 
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appointed to raise funds and also to make good shortfall, if any, in allotment. Jn 
this case, the Corporat ion could not makeup the shortfall in al lotment yet paid the 
commission to the non-entitled subscribers. Further, there was no clause in the 
Bond prospectus for payment of underwribng commission. ./ 

Thus, payment of underwriting commission to the subscribers in the absence of 
any commitment to make good the sho11fall in allotment resulted in avoidable · 
payment of Rs.20. 16 lakh and undue favour to the subscri bers at the cost of the 
Corporation. 

The matter was reported to Government (April 200 I); the ir reply was awaited' 
(December 200 1 ) . 

. [ 3B.1.2 Loss due to injudicious purchase of premises 

Injudicious decision to purchase seized premises without any requirement 
resulted in 'blockage of funds of Rs.0.33 crore besides loss of interest ,of 
Rs.0.13 crore. 

The Corporation seized (November 1990) Hotel Alankar (P) Limited, Cuttack, , 
under Section 29 of the State Financ ial Corporations Act, 195 1. The National 
Institute of Rehabi litation Training and Research (NJRTAR), who were using a 
large portion of the building on rent before the seizure, were al lowed to continue 
as ten_ant after seizure. The Corporation advertised (March 1997) for sale of the ' 
premises aga inst which four offers were received the highest being Rs.3 l . 11 lakh. 
Instead of accepting the offer, the Corporation decided (March 1997) to purchase 
the premises at a cost of Rs.32.50 lakh for its own office use. However, instead of- -.,
using the building for the purpose for which it was purchased, the Corporation 
entered into a fresh agreement with NIRT AR to continue them as a tenant at a 
monthly rent of Rs.27,000 for the period from Apri l to September l ~97 for which 
no j ustification has been recorded. NIRT AR vacated the premises in September 
1998 and thereafter it was kept vacant. Jn December 1999, the Board of Directors 
decided to dispose of the premises and fixed the reserve price of Rs.32.50 lakh . 
which had not yet been materialised (August 200 I ). 

.... 

It was observed (February 2001) in audit that the Board had decided earlier ..... _ 
(January 1996) to construct a seven storied building to accommodate all the 
departments of the Corporation. Four floors of the building has since been 
constructed and the ground floor occupied by OSFC. Hence, there was no 
requirement for the premises and the Corporation never utilised the purchased 
premises for its own use. Had the Corporation accepted (March 1997) the offer of 
Rs. 3 I. I l lakh , it could have earned a minimum interest of Rs.1 7 .1 8 lakh up to 
August 200 I . Thus, injudicious decision of the Corporation to purchase the 
premises resulted in blockage of funds of Rs.32.50 lakh for more than 4 year:._,,.., 
besides loss- of Rs. 12.59 lakh excluding the rent received from NTRTAR. 
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The Management stated (September 2001) that the premises cou ld not be used 
due to resistance o ffered by the ex- loanee and the Corporation was trying to find a 
prospective buyer to sell the property on as is where is basis. The reply is 
untenable in view of the fact that there was never any need fo r the bu ilding and it 
should not have purchased the premises. Further, lega l action could have been 
contemplated to counter the res istance offered by the ex- loanee. 

The matter was reported to Government (April 200 1); the ir reply was awaited 
(December 2001). 

3B.1.3 Unfruitful expenditure on implementation of computerisation 
project 

lnadequate technical support, undue favour to the supplier and delay in 
completion of the computerisation ·project led to unfruitful expenditure of 
Rs.0.48 crore. 

Computerisation of various activities of the C_orporation started duri ng 1989-90 ' 
w ith the procurement of a mini computer system and four personal computers. ' 
Subsequently in Septemeber 1997, the Corporation framed a project at an 
estimated cost of Rs.1.20 crore for augmentation of the system w ith online 
connectivity between the head office and its other sections through Local Area 
Network (LAN ) and branch offices to head offices through Wide Area Network 
(WAN). As the Corporation did not have any IT trained personnel, it dec ided to 
develop the application software with the help of an approved noda l agent of the 
State Government for implementation of computer software viz. Orissa Computer 
Appl ication Centre (OCAC). The Corporation borrowed Rs. 1.20 crore (Rs.90 
lakh fro m Small f ndustries Development Bank of India and Rs.30 lakh from other 
banks) at the rate of 13 per cent interest per annum for completi on of the project 
by September 1998. The Corporation had spent Rs. 1.3 1 crorc as on March 200 I. 

(a) Orders p/acetl 011 Zenith Computer Limited 

The Corporation invited open tenders (July 1997) for delivery, insta llation and 
commiss ioning of computer hardware and software. Out of the 24 offers received, . 
6 firms were short- listed. Though the lowest offer for Rs.46.90 lakh of the 
package was from'" Oricom System Private L imited (ORICOM), the Corporation, 
on the recommendations of Technical sub-Committee, placed the order 
(September 1997) w ith Zenith Computer Limited (ZCL) at Rs.52.08 lakh who 
was the second lowest offerer on the ground that ZCL wou ld provide free benefi ts 
va lued at Rs. 12.80 lakh. The material was to be delivered and installed by 30th 
November 1997 but was actually received only in Janu~ry 1998 and insta lled in 
October 1998 after a delay of 42 weeks. 

,,. 
(b) Order 0 11 OCA C for software development 

The work of system integration and appli cation software development was 
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awarded. (December 1997) to OCAC at a cost of Rs.20 lakh. As per the work 
order, the system integration was to be completed within one month from the date 
of delivery of hardware and software development by September 1998. Though 
the Corporation paid Rs. 13 lakh to OCAC from March 1998 to April 2001, the ( 
work has not been completed so far (August 2001). 

In this connection the following was observed in audit (April 2001): 

(i) The Corporatiem, awarded the work to ZCL in view of their offer for 'free · 
benefits valued at Rs.12.80 lakh. Analysis of these items revealed that except for 
training of two persons and utilisation of Domino 4.5 (2) in intranet valued at 
Rs.1 .20 lakh, other items of free benefits were not availed. Further, no negotiation_ 
was done with ORJCOM who was the lowest offerer. Hence, by not accepting the 
lowest offer, the Corporation incurred an extra expenditure ofRs.5 .17 Jakh. 

(ii) ZCL completed the work after a delay of 42 weeks. As per the terms of the 
contract, penalty at the rate of 0.5 per cent per week subject to maximum of 5 per 
cent of the contract price (Rs.5 l .52 lakh) was to be levied. However, such penalty
amounting to Rs.2.57 lakh was not recovered from ZCL. 

(iii) ' For WAN connectivity, ZCL waslto supply (September 1997), CISCO AS 
5100 ACCESS Terminal server with 4 quad modems to es ta bl ish 1 ~ dial up 
connectivity with all the branches and ·headquarters valued at Rs.6.47 lakb. 
However, ZCL supplied (March 1999) only one quad modem valued at Rs.2.87 
lakh. ZCL also did not supply cabinet for the CISCO which was purchased by the 
Corporation at a cost of Rs.0.19 lakh. Since the components supplied by ZCL 
were inadequate to achieve WAN connectivity and the product had since become 
obsolete, ·the expenditure of Rs.3 .06 lakb was rendered infructuous. The 
Corporation also did not impose penalty anio~nting to Rs.0.14 lakh for delayed 
supply as· per the terms of the contract nor did it examine the utility of the 
purchase at this belated stage. 

(iv) Corporation paid Rs.13 lakh to OCAC from March 1998 to April 2001 for 
work of system integration and development of application software. However, 
there was -no penal clause in the contract for· levy of damages for delay in 
c;ompletion of work. There was inordinate delay of 3 years in completion of the · 
task which has not only rendered the investment of Rs.13 lakh unfruitful till date · 
but the Company was also precluded from levying any damages for the delay. 
OCAC had not completed the work of system integration and application software . 
development so far (August 2001) even after lapse of 2 years. Since there is no. 
penal clause for delay in completion of work by OCAC and the Corporation felt 
that IT profess ionals of OCAC did not have detailed knowledge of the intricacy of 
a system, the expenditure made for development of software amounting to Rs. 13 
lakh was rendered unfru itful. 

·-' 

'(v) The Corporation blocked its fund of Rs.1.20 crore resulting m loss of 
interest of Rs.26.55 lakh besides not achieving the objective. 
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Thus, taking up the computerisation project in the absence of adequate technical . 
support and delay in completion of the project led to unfruitful expenditure/loss of 
Rs.47.78 lakh to the Corporation besides denying it the anticipated reduction in ; 
cost. Besides this loss, the Corporation did not levy penalty of Rs.2. 7 1 lakh. 

Government stated .(August 200 1) that the work was awarded to ZCL in view of 
their reputation and additional facilities offered by them. Since the machinery was 
procured with the principle "just in time" and to avoid litigation, penalty was not 
levied on ZCL. It was added that in the absence of additional quads, the WAN 
connectivity is not adversely affected and the system had been developed but 
delayed due to problems in process re-engineering in the intervening period to. 
achieve optimum level by use of limited resources. The reply is not tenable since 
the Corporation should have negotiated with ORICOM as they were among the 6 
firms short listed by the Technical sub-Committee and were also awarded the 
work of upgradation of RAM capacity which could not be done by ZCL. The 
WAN connectivity to 16 branches at a time from head office is not possible in the 
absence of 4 quads havi ng 16 modems. Further, penalty should have been levied 
as per terms of the contract and a penalty clause should have been added in the 
contract with OCAC by which the Corporation could have recovered the amount , 
paid to them in case they failed to complete the proje~t. 
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Annexure 

ANNEXURE-1 

Statement showing particuJars of up-to-date paid-up capital, budgetary outgo, loans given out of budget and loans outstanding as on 31 
March 2001 in respect of Government companies and Statutory corporations 

(Referred to in Paragraphs 1.2.1.1, 1.2. 1.2 and 1.2.2) 
(Figures in column 3(a) to 4(f) a re Rupees in lakh) 

Paid-up Capital a s at the end of the current year Equity/loans Other Loans 'Outstanding at the close Debt 
received out of loans of 2000-01 equity 
Budget d uring received ratio for 
the yea r during 

SI. Sector and Name of the Compa ny State Central 1-kHlg Others Total Equity Loa ns the year Govern- Others T otal 2000-0 1 
No. Ga.mnm Govern Comp- ment (frMu 

-ment anies year) 
4(f)/ 
3(e) 

{I) (2) J(al J{b) J(c) 3(d) J(r ) 4(a) 4(b) 41c) 41d) 4(e) 4(1) (5) 

A WORKING GO VERNMENT COMPANIES 

AGRICULTURE AND ALLIED 
I. Orissa Agro Industries Corporation 609.28 105.27 -- 0.60 715.15 -- -- -- 1505.82 -- 1505.82 2. 10:1 

Limited (2. 11 :I) 

2. Orissa State Seeds Corporation Limited 21 1.00 -- -- 47.60 258.60 0.99 -- -- -- -- -- -
3. Orissa State Cashew Development 155.04 -- -- -- 155 .04 -- -- -- -- -- -- -

Corporation Limited 
4. Agricultural Promotion and Investment 11 0.00 -- -- -- 11 0.00 -- -- -- - -- - -

Corporation ofOrissa Limited 
Sector wise total 1085.32 105.27 - 48.20 1238. 79 0. 99 - - 1505.82 - ·1505.82 1.22:/ 

(1.22:1) 

INDUSTRY 
5. Neelachal !spat Nigam Limited 772.90 - -- 17957. 14 18730.045 -- -- 14289.53 34. 11 6 1266.09 61300.20 3.27:1 

(2.88:1) 
Sector wise total 772.90 -- -- 17957. 14 18730.04 -- - 14289.53 34. 11 61266.09 61300.20 J.27: / 

(2.81:1) 

ENGINE ERING 
6 Hirakud Industrial Works Limited -- -- 490.0 1 -- 490.0 1 -- -- - -- -- -- -

(Subsidiary of SI. No.23 of working (4.77:1) 
Company) 
Sector wise total - - 490.01 - 490.01 - - - - - - -

(4. 77: /) 
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(I) (2) J(a) J(b) J(c) J(d) J(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4(0 (5) 

ELECTRONICS 
7 Orissa State Electronics Development 2203.50 -- -- -- 2203.50 240.00 -- -- -- -- -- --

Corporation Limited 
8 ELMARC Limited (Subsidiary of SI No.7 - - I 0 1.57 - 101.57 - - 30.40 - 164.06 164.06 1.62:1 

WC) ( 1.32:1) 
9 IDCOL Software Limited(Subsidiary of SI. -- -- 60.05 40.02 100.07 -- -- -- -- -- -- --

No. 23 of WC) 
Sector wise total 2203.50 - 161.62 40.02 2405. 14 240.00 - 30.40 - 164.06 164.06 0.07:1 

-
TEXTILES 

10 ABS Spinning Orissa Limited (Subsidiary 300.00 
. 

300.00 720.75 720.75 2.40:1 -- -- -- -- -- -- --
of SI. No. 23 of WC) (0.79:1) 
Sector wise total - - 300.00 - 300.00 - - - -- 720. 75 720. 75 2.40:1 

(0. 79:1) 
FOREST 

11 Ori ssa Forest Development Corporation 128.00 -- -- -- 128.00 -- -- 1681.40 -- 4681.40 4681.40 36.57:1 
Limited (23.44:1) 
Sector wise total 128. 00 - -- - 128.00 - - 1681.40 -- 4681.40 4681.40 36.57: / 

(13.44:1) 

MINING 
12 Orissa Mining Corporation Limited 3145.48 -- -- -- 3 145.48 -- -- -- 24 18.00 -- 24 18.00 0.77:1 

(0.8:1) 
Sector wise total 3145.48 - -- - 3145.48 -- -- - 2418.00 -- 2418.00 0. 77: / 

(0.81: I) 
CONSTRUCTION 

13 Orissa Construction Corporation Limited 11 50.00 -- -- -- 1150.00 50.00 -- -- -- -- --
14 Orissa Bridge and Construction 500.00 -- -- -- 500.00 -- -- -- -- -- -- --

Corooration Limited 
Sector wise total 1650.00 - - - 1650.00 50.00 - - -- -- - -
PUBLIC DISTRIBUTION 

15 Orissa State Civi l Supplies Corporation 978.32 -- -- -- 978.32 -- 438.70 -- 438.70 -- 438.70 0.45:1 
Limited 
Sector wise total 978.32 -- -- - 978.32 -- 438.70 -- 438.70 -- 438. 70 0.45: / 
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( I ) (2) J lal J(b) J(c) J(d l J(c) 4(a) 4(b) 4(c) 4(d) 4(el 4<0 (S) 
CEMENT 

16 IDCOL Cement Limited (Subsidiary of the -- -- 5350.0 1 3500.00 8850.0 1 -- 98 1.29 12119.0t 98 1.29 12206.73 13188.02 1.49: 1 
Company at I. No.23 of WC) (0.0 I :1) 

Sector wise total -- -- 5350.01 3500.00 8850.01 -- 981.29 12119.()I 981.29 12206.73 13188.02 1.49: I 
(0.01:1) 

TOURISM 
17 Orissa Touri sm Development Corporation 962. 16 -- -- -- 962.16 10.00 -- -- -- -- -- --

Limited (0.0 1 :I) 
Sector wise total 962.16 -- - - 962.16 10.00 -- - -- - -- --

(0.0 / : /) 
POWER 

18 Orissa Power Generation Corporation 2500 1.09 -- -- 24020.65 49021.74 -- -- -- -- 26182.04 26 182.04 0.53:1 
Limited (0.65: 1) 

19 Orissa Hydro Power Corporation Limited 32080.00 -- -- -- 32080.00 -- -- -- 145069.04 34074. 16 179143.20 5.58: 1 
(5.67:1) 

20 Grid Corporation of Orissa Limited 4898 1.00 -- -- -- 48981.00 65.00 - 74720.18 65330.34 256939.84 322270.18 6.58: 1 
(5.06: 1) 

Sector wise total 106062.09 -- -- 24020.65 130082. 74 65.00 - 747lfJ./8 210399.38 317196.04 527595.42 4.05:/ 
(3.55: I) 

FINANCING 
2 1 industrial Promotion & Investment 8314.29 -- -- -- 83 14.29 -- -- 585.90 1636.97 629 1. 89 7928.86 0.95:1 

Corporation ofOri ssa Limited (0.88: I) 
Sector wise total 8314.29 - - -- 8314.29 -- - 585.90 1636.97 6291.89 7928.86 0.95:1 

(0.88: I) 
M ISCELLANEOUS 

22 Orissa State Police Housing & Welfare 563.01 -- -- -- 563 .0 1 -- -- -- -- -- -- --
Corooration Limited 

23 industrial Development Corporation of 5711.79 -- -- -- 5711.79 -- -- -- 1377.00 24250.22 25627.22 4.48: 1 
Orissa Limited (4.50: 1) 

24 Orissa Small Industries Corporation 965.86 -- -- -- 965.86 -- 35.00 95.73 173.00 278.2 1 45 1.2 1 0.46:1 
Limited (0.33: 1) 

25 Orissa Fi lm Development Corporation 540.05 -- -- -- 540.05 -- 14.58 -- 129.58 -- 129.58 0.24: 1 
Limi ted (0.2 1 : I) 

26 Kalinga Studios Limited (Subsidiary of SI. -- -- 129.50 -- 129.50 --- -- 14.30 -- 14.30 14.30 0. 11 :1 
No. 25 of WC) 

27 Orissa Timber and Engineering Works -- -- 0.05 -- 0.05 -- -- -- -- -- -- --
Limited (Subsidiary ofSl.No.24 of WC) 
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(I) (2) 3(11) 3(b) 3(c) 3(d) 3(el 41al 4(b) 41cl 4(d) 4(e) 4(1) (5 ) 

28 Konark Jute Limited (Subsidiary of SI. No. -- -- 4 13.00 180.99 593.99 -- -- -- 876.80 43.49 920.29 1.55:1 
23 of WC) ( 1.55: I) 

29 Orissa Lift Irrigation Corporation Limi ted 7473.25 -- -- -- 7473.25 -- -- 18.50 -- 347.86 347.86 0.05:1 
(0.04: I) 

30 Orissa Rural I-lousing and Development 940.00 -- -- 75.00 1015.00 240.00 -- 11546.71 448.00 28802.00 29250.00 28.8:1 
Corporation Limited (22.84: I) 

Sector wise total . 16193. 96 542.55 255.99 16992.50 240.00 49.58 11675.24 3004.38 53736.08 56740.46 3.34: I -
(2.69:/) 

TOTAL (A) WORKING 141496.02 105.27 6844.19 45822.00 194267.48 605.99 1469.57 115101@ 22041 8.65 456263.04 676681.69 J .48:1 
GQVERNMENT COMPANIES (2.95:1) 

B. WORKJNG STATUTORY CORPORATIONS 
TRANSPORT 

1 Orissa State Road Transport Corporation 11 904.93 1592.27 -- 0.83 13498.03 -- -- 2829.48 -- 6947.72 6947. JI! 0.51:1 
(0.30: I) 

Sector wise Total 11904. 93 I 592.27 - 0.83 13498.03 - -- 2829.48 - 6947. 72 694 7. 72 0.51: / 
(0.30: /) 

FINANCING 
2 Orissa State Financial Corporation 4852.52 3904.79 8757.3 1 -- 7576.56 1900.00 59325.00 6 1225.00 6.99:1 - - -

' (6. 13:1) 
Sector wise total 4852.52 3904.79 8757. 31 -- 7576. 56 1900.00 59325.00 61225.00 6.99: / - - -

(6. 13: /) 
AG RI CULTURE AND ALLI ED 

3 Orissa State Warehousing Corporation 180.00 - - 160.00 340.00 20:00 - - - - - --
Sector wise total 180.00 - - 160.00 340.00 20.00 - - - - - -
TOTAL (B) ALLSTATUTORY 16937.45 1592.27 -- 4065.62 22595.34 20.00 -- I~ 1900.00 66272.72 68172.72 3.02:1 
CORPORATION (2.54: 1) 
TOT AL (A)+(B) 158433.47 1697.54 6844.19 49887.62 216862.82 625.99 14<957 l~'B:J7.73 222318.65 522535.76 7448.5l41 3.43:1 

(2.54:1 ) 

c. NON WORKING GOVERNMENT COMPANIES 
INDUSTRY 

1 ORICHEM Limited (Subsidiary of -- -- 229.1 2 47.53 276.65 -- -- -- -- 94.02 9·t02 0.34: 1 
Sl. No.23 of Working Company) (0.34:1) 

2 Konark Detergent and Soaps Limited -- -- 9.32 ·- 9.32 -- -- -- -- -- -- -
(Subsidiary of the Company at SI. o.24 of 
workin11. Company) 

3 Kalinga Steel (I) Limi ted (Subsidiary o f -- -- 0.08 -- 0.08 -- -- -- -- -- -- -
Sl.No.21 of working Company) 
Sector wise total -- -- 238.52 47. 53 286. 05 -- - -- -- 94.02 94.02 0.33: / 
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ENGINEERING 
4 Orissa Electrical Manufacturing Company 4.34 -- -- 0.20 4.54 -- -- - -- -- -- --

Limited (Company closed since 1968 
under voluntary liquidation since 30.8. 76) 

5 Gajapati Steel Industries Limited 3.78 -- -- 0.22 4.00 -- - -- - -- - --
(Company closed since 1969-70. under 
voluntary liquidation since 01.03. 74) 

6 Premier Bolts and Nuts Limited (Under 1.46 -- -- 0.82 2.28 -- - - -- -- -- --
process of liquidation; assets have been 
disposed of) 

7 Modern Mal leable Casting Company 3.70 -- -- 0.50 4.20 -- -- -- -- -- - --
Limited (Closed since 1968 under 
voluntary I iquidation since 09.03. 76) 

8 Orissa Instruments Company Limited 96.79 -- -- -- 96.79 -- -- -- -- -- - -
9 Hira Steel and Alloys Limited (Subsidiary -- -- 12.28 -- 12.28 -- -- -- -- -- - --

ofSI. No.23 of WC) 
10 IDCOL Pi ping and Engineering Works -- -- 193. 15 -- 193. 15 -- -- -- -- 3085.13 3085. 13 15.97:1 

Limited (Subsidiary of SI. No.23 of WC) (16.8: I) 

11 . General Engineering and Scientific Works -- -- 0.05 -- 0.05 -- - -- -- -- - --
Limited (S ubsidiary of SI. No.24 ofWC) 

Sector wise total I 10.07 - 205.48 1.74 317.29 - - - - 3085.13 3085.13 9. 72:1 
ELECTRONICS 

12 Manufacture Electro Limited (Under 0.36 -- -- 0. 10 0.46 -- -- - -- -- - --
process of liqnieation; assets are disposed 
of) 

13 Modern Electronics Limited (Under 4.27 -- -- 0. 10 4.37 -- -- -- - -- -- --
process of liquidation) 

14 IPITRON Times Limited (Subsidiary of -- -- 80.83 -- 80.83 -- -- -- 168.33 -- 168.33 2.08:1 
SI.No. 7 of WC) (2.08:1) 

15 Konark Televis ion Limited 606.97 -- -- -- 606.97 0.90 -- - 200.75 -- 200.75 0.33:1 
(0.33:1 ) 

16 ELCOSMOS Electronics Limited -- -- 158.5 1 -- 158.51 - - - 200.00 -- 200.00 1.26:1 
(Subsidiary of SI. No. 7 of WC)· ' ( 1.26:1) 

17 ELCOPHONES Limited (Subsidiary of SI. -- -- 0.0 1 -- 0.0 1 -- -- -- -- -- - --
No. 7 of WC) 

18 ELCO Communication and Systems -- -- 63.80 -- 63.80 -- -- -- 72.00 -- 72.00 1.13:1 
Limited (Subsidiary ofSl.No.7 of WC) ( 1.13:1) 
Sector wise total 611.60 - 303. 15 0.20 914.95 0.90 - - 641.08 - 641.08 0.70:/ 

(0.76:/) 
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TEXTILES 
19 Mayurbhanj Texti les Limited 3.79 -- -- -- 3.79 -- -- -- -- -- -- --
20 New Mayurbhanj Textiles Limited 16.94 -- -- -- 16.94 -- - -- 0.68 -- 0.68 0.04 :1 

(0.04: I) 
21 Orissa Textile Mills Limited 2104.28 -- 3.2 1 362.74 2470.23$ -- -- -- 1468. 14 -- 1468.14 0.59: 1 

(0.59: I) 
22 Orissa State Textil e Corporation Limited 452.92 -- -- -- 452.92 -- -- -- 162.00 -- 162.00 0.36:1 

(0.36: I) 

Sector wise total 2577. 93 -- 3.21 362. 74 2943.88 -- -- - 1630.82 -- 1630.82 0.55: I 
(0.34: /) 

HANDLOOM AND HANDIC RAFTS 

23 Orissa State Handloom Development 363.37 -- -- 54.37 4 17.74 -- -- -- 158.08 -- 158.08 0.38: 1 
Corporat ion Limited (0.38:1) 

Sector wise total 363.37 -- - 54.37 417. 74 - -- -- 158.08 -- 158.08 0.38: I 
(0.38:1) 

AREA DEVELOPMENT 
24 Orissa Maritime & Chilka Area 623.38 -- -- -- 623.38 -- -- -- 22.1 5 -- 22.15 0.04:1 

Development Corporation Limited (0.04: 1) 
Sector wise total 623.38 -- -- - 623.38 -- -- -- 22.15 -- 22. 15 0.04: I 

(0.04: /) 
M ISCELLANEOUS 

25 Orissa State Commercial Transport 234.00 376.00 -- -- 610.00 -- -- 407.99 119.63 553.37 673 .00 I. I 0:1 
Corporation Limited (0.43: 1) 

26 Ori ssa Fisheries Development Corporation 35.00 -- -- -- 35.00 -- -- -- -- -- -- --
Limited 

27 Orissa Fish Seed Development Corporation 501.56 -- -- -- 50 1.56 -- -- -- -- 200.63 200.63 0.40:1 
Limited (2.0 1 :I) 

28 Orissa State Export Development 4.00 -- -- -- 4.00 -- -- -- -- -- -- --
Corporation Limited 

29 Eastern Aquatic Products Limited (under 0.53 -- -- 0.08 0.61 -- -- -- -- -- -- --
voluntary liquidation since 22.02. 1978) 

30 Orissa Boat Bui lders Limited (Company 4.72 -- -- 0.5 1 5.23 -- -- -- -- -- -- --
since 1987 decided to put under 
liquidation) 

3 1 Orissa Board Mi lls Limited (closed; 3.67 -- -- 0.4 1 4.08 -- -- -- -- -- -- --
decided for liquidation) 

32 Orissa State Leather Corporation Limited 396.63 -- -- 28.41 425.04 -- -- -- 37.00 -- 37.00 0.09: 1 
(0.04: 1) 
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(I) I 121 3(a) J(b) Jlcl J(d) J(tl -t(a) -Ubl -tlcl -t(d) 4(t') 4(0 (5) 

33 Orissa Leather Industries Limited .. .. 64.99 0.0 1 65.00 .. -- -- 176.96 -- 176.96 2.72:1 
(Subsidiary or Sl. No.32 ofN WC) (2.72:1) 

34 Kanti Sharma Refractories Limited -- -- 85.00 -- 85 .00 -- -- -- 65.98 -- 65.98 0.78:1 
(Subsidiary or SI. No. 24 or WC) (0.78: 1) 
Sector wise total 11 80.1 1 376.00 149.99 29.42 1735.52 -- 407.99 399.57 754.00 11 53.57 0.66: 1 -

(0.43: 1) 
TOTAL (C) NON WORKING ·- 5466.46 376.00 900.35 496.00 7238.8 1 0.90 -- 407.99 2851.70 3933.15 6784.85 0.94: 1 
GOVERNMENT COMPANIES (0.42 : I ) 

Grand Total {A+B+C) 163899.93 2073.54 7744.54 50383.62 224 10 1.63 (Jf,l1J 146957 IN>15.72 225170.35 526468.91 7516.J.I~ 3.35: 1 
(2.86:1) 

Note : Exec t in res ct of Sl.No.4&5which finali sed the accounts for 2000-200 1 fi ures are rovisional and as 11.iven bv the Com anics/Cor orations. p pc g p p p 
Loans outstanding at the close of2000-0 I represent long-term only 
Includes share applicat ion money Rs 194.85 crore (SI. No.AS of Annexurc-1 - Rs 170.89 crore a nd SI. o .C2 I o f Anncxurc-1 - Rs.23.96 crore) 
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Audit Report (Commercial) for the year ended 31 March 200 I 

ANNEXURE-2 
Summarised financial results of Government Companies and Statutory Corporations for the latest year for which accounts were finalised 

(Referred to Paragraphs 1.2".3. 1.2.4, l.2.5, 1.3.4 and l.3.5) 

(F' I ures 10 co umns 7 12 to are R upees 10 la k h) 
SI. ~amc or the Com pany Name of the Date of Period Year in Net Profit 
:'<lo. Department incorpo- of which (+)/ 

ration accounts accounts Loss(-) 
fina lised 

(I) (2) (3) (4) (5) (6) (7l 

A WORKING GOVERNMENT COMPANIES 

AGRICULTURE AND ALLIED 
I. Orissa Agro Industries Agriculture 20 1992-93 2001-02 (-)344.78 

Corporation Limited and co- December 

operation 1961 

2. Orissa State Se.:ds Corporation -do- 24 1996-97 2000- (+)26.63 

Limited February 200 1 
1978 

3. Orissa State Cashew Development -do- 06 April 1998-99 2001 -02 (+) 109.74 

Corporation Limited 1979 

4. Agricultural Promotion and -do- I Marc h 1999- 2000- Cmurcw 

Investment Corporation ofOrissa 1996 2000 200 1 ooi\-iy not 

Lim ited 2000-01 yet star1ed 

Sector wise Total (-)208.41 

INDUSTRY 
5. Neelachal !spat Nigam Limited Steel & 27 Marc h 2000-0 1 200 1-02 Cmllnlriil 

Mines 1982 ]11XhlOO no I 
yet started 

Sector wise Total 
ENGINEERING 

6. Hirakud Industrial Works Limited Indu stry 18 January 1999- 200 1- (-) 11 7.5 1 

(Subsidiary or Sl.No.23 of WC) 1993 2000 2002 

Sector wise Total (-) 11 7.51 

120 

Net Paid-up Accumulatrd Gt~ 
impact capital Profit(+) I cmplo~w 

of Audit Loss(- ) (A) 

com-
men ts 

(8) (9) ( 10) ( II ) 

-- 476.05 (- )141 7. 14 828 .92 

-- 252.6 1 (-)771..17 11 48. 10 

-- 155.04 (+ )346. 11 495.31 

-- 110.00 -- 144 .09 
11 0.00 144.09 

- 993. 70 (-) 1841.50 1616.41 

-- 18730.04 -- 9 1763 .02 

- 18730.04 - 91763.01 

Non- 490.01 (-)3 .15 166 1 19 
disclosure 
510.JOand -
traeasc in 
loss 13.76 

- 49fJ.01 (-)3.15 1661.19 

Total 
Return on 

capital 
employed 

(12) 

(-) 179.89 

137.34 

109.74 

--

67.19 

--

-

34.94 

34. 94 

Prrcentage 
of cot a l 

return on 
capital 

employed 

(13) 

-

11 .96 

22 . 16 

.\ 
I 

--

1.57 

--

-

2. 10 

1. 10 

.<\rn'Jnof 
lll'lllfl in 
tmnsof 

)l'ar.> 

1141 

8 

4 

1 

--

--

I 
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....i nnex ure 

( I ) (21 <JI ( .J ) ISi (61 17) (8) (9) ( 10) I ( II l (12) (131 ( I.J I 

ELECTRONICS 
7 Orissa State Electronics Science & 29 Seph:m- 1994-95 1997-98 4 .56 -- 1702.75 (-)222.70 41 6 88 4.56 10.94 6 

Dl!velopmcnt Corporation Technology ber 1981 

Limitl!d 
8 ELMARC Limited (Subsidiary of -do- 23 January 1996-97 2001-02 (-181.00 - IOI 82 (-)1 23 80 13 20 (-)67 51 "' Sl.No. 7 WC) 1990 

9 IDCOL Soll ware -do- 26 1999-00 2000-0 1 (- )22.47 Non- 100.07 (-)22 4 7 67 07 (-}2:!..17 -- I 

Limited(Subsidiar) of Company ovcmber disclosure 

at SI. No. 23 or WC) 1998 608 

Sector wise Total (-)98. 91 - 1904.M (-)368. 9 7 49 7. 15 (-)85.41 -
.TEXTILE 

10 ABS Spinning Orissa Limitt:d lndust~ 23 Mar~h 1994-95 2000-01 (-)723 .29 -- JOO 00 (-)3635 ..18 (-)2 11 34 (-)333.24 -- 6 
(Subsidiary of Sl. No.23 or WC) 1990 

Sector wise Total (-) 723.19 - 30(1.()(J (-)36.U.48 (-)211.34 (-)333.24 --

FOREST 
II Orissa Forest De,eJopment Forc'll & 28 Scptem- I 994-95 2000-01 21.43 Decrease 128.00 (-)2379.50 (-)I R9 50 (- )288.% -- 6 

Corporation Limited l: m·ironmcnt her 1962 in profit 
074 Non 
d1;,d(lSUfC 

190.27 

Sector-wise Total 1 1.43 - 128.0fl (-)23 79.50 (-)189.50 (-)188. 96 

MINING 
12 Orissa Mining Corporation Sted & 16 May 1994-95 2000-0 1 ( -+- ) 13 15.75 Error of 3 1-15.48 (+ )1 37-1 .56 9)74 77 1855.29 19 79 --

Limited Mines 1956 1995-96 200 1-02 (+ )5005.02 • 
das51f1c<1-

3 145.48 (+)3881 .05 12387 )J 5476 .85 4-1.2 1 5 ltOll <>18 8Q 
L>ccra"e m 
protil 
~I:!~ 

Sector-wise Total 5005.02 - 3145. 48 3881.(/5 12387.33 54 76.85 

CONSTRUCTION 
13 Orissa Construction Corporation Water 22 Ma) 1998-99 200 1-02 (+)6.30 -- 1050.00 (-)125.51 -1578.3-1 59.73 1.30 2 

Limited Resources 1962 

14 Orissa Bridge & Construction Works I January 1995-96 2000-0 I (-)53 43 lr111ad1 500.00 (-)-11 5.65 570 0 1 (-)53.-13 -- 5 

Corporation Limited 1983 loss815 

Sector-wise Total (-)47. 13 1550.00 (-)290.14 5148.35 6.30 (). / 2 
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Audit Report (Commercial) for the year ended 31 March 2001 

(I) m (3) (4) (Sl (6) (7) (8) (9) (10) (II l (12) (13) "4l 

PUBLIC DISTRIBUTION 
15 Orissa State Civil Supplies Food 03 1993-94 200 1-02 (-)4.51 O=m: 978 .32 (-)299.71 1604.67 - -

Corporation Limited Supplies September in l~ 

and 1980 1994-95 200 1-02 (-)242.4 3 2137 978 .32 (-)299.71 1604.04 (-)242.43 6 
Consumer 
Welfare 

Sector-wise Total (-)242.43 - 9 78.32 (-)299. 71 1604.04 fiUl.43 -- --
--

CEMENT . 
16 IDCOL Cement Limited (Subsidiary Industries 26 1999- 2000-01 13457.02 -- 8850.0 1 (-)4415.93 19 140.88 13739.85 71 .78 I 

ofSl.No.23 of WC) February 2000 
1993 

Sector-wise Total 13457. 02 - 8850.0/ (-)4415.93 19140.88 13 739.85 71. 78 

TOURISM 
17 Orissa Tourism Development Tourism 0 3 Septem- -

Corporation Limited berl 979 1994-95 2001 -02 (· )26.30, 812 . 16 (-)532.84 265 .96 (·) 16.95 6 

Sector-wise Total (-)26.30 812. 16 (-)532.84 265.96 (-) 16 95 

POWER 
18 Orissa Power Generation Energy 14 1999-00 2000:0 1 12438.62 -- .f902 l.74 13786.77 96 194 .2.J 18748 .92 19.49 I 

Corporation Limited November 
1984 

19 Orissa Hydro Power Corporation ·dO· 2 1 April 1999-00 200 1-02 5038. 14 .. 32080.09 25323. 14 265482 .90 1693 1.42 6.38 I 

Limited 1995 

20 Grid Corporation ofOrissa Limited -do- 19 
November 

1997-98 1999-2000 (-131911.62 -- 38423. 14 (·)61411.28 1689 14 .0 1 (-)24762.30 .. 3 

1995 

Sector-Wise Total (.://4434KJ - 119524.97 (-)22301.37 530591. 15 10918.04 2.06 

FINANCING 
2 1 Industrial Promotion and Investment Industries 12 April 1999-00 2000-0 I (-)372.6 1 -- 83 14.29 (·)3578.93 18294.9 1 39 1.38 2 . 14 I 

Corporation ofOrissa Limited 1973 

Sector-Wise Total (-)3 72.61 - 8314.29 (-)3578.93 111294.91 391.38 

M1SCELLANEOUS 
22 Orissa State Police Housing & Home 24 May 1992-93 2000-01 (-)20.09 -- 563 .0 1 (· )12720 553.9 1 (-)20 .09 -- 8 

Welfare Corporation Limited 1980 

23 Industrial Development Corporation Industries 29 March 1999-00 2000-01 (-)1494.7 1 Non 57 11.78 (- )3 195.45 25439.73 556.66 2. 19 I 

ofOrissa Limited 1962 disclos-
urc: of 
6.08 
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Annexure 

(I) . ' 12> CJI C·O (51 (61 171 (8l (9) (10) ( II I (12) ( 13) (l.f) 

2-l O rissa Small Industrie s Corporation Industries 03 April 1997-98 2000-0 I 15.85 .. 965.86 64.9-l 3279.38 335 55 10.23 3 

Limited 1972 

25 O r issa Film D.:velopme nt Industries 22 April 1996-97 1999-2000 1.1 2 .. 5-10 .05 17 79 562.-10 2.62 0.-17 -l 

Corporat ion Limited 1976 

26 Kalinga Studios Lim ited(suhsidiar: lndus tr i.:s 25 July 1996-97 2001 -02 (-)17.02 .. 234.38 (-)1 68.67 77.55 (-) 17.02 .. .j 

of company a l SI. No. 25 or WC) 1980 

27 O ri ssa Timbe r and Enginee ring Indus tries 11 January 1994-95 2001-02 (- )0.08 .. .. .. (-)0.08 .. .. 6 

Works Limited (subsidiary of 1994 

company al SI. No. 24 of WC) 

28 Konark Jute Limitt:d (subsid i ar~ of lndustrics 29 July 1996-97 2000-200 1 (-)75 73 - 59-l .OO (-) 1053 21 678.13 (-)3-l.73 .. -l 

Companv at S I. No. 23 of WC) 197-l 

29 O ri ssa Lill Irri gation Corporation Water 21 Seph:m- 1996-97 2001-02 (-)8.36 .. 7-1 73.25 (-)316.35 2 1759.13 -ll .00 0 .19 -l 

Limited Resourccs ber 1973 . 
JO Orissa Rural I lousing a nd 0:-.elqm:rt Rural 19 August 1997-98 2001-02 86.86 .. 750.00 154.15 821 .55 538.69 65.56 3 

Corporation Limited D.:vi.:lop- 1994 

mc m 

Sector wise Total (-) 1512. 16 - 16832.]3 (-)4624.fHI 53171.70 1./02.68 2.64 

Total (A) Working Government 699.86 -- 182!'\!'\J.9!'\ (-).f0J9 t . .i7 7367-l l.26 .l 111 70.23 .i.22 

Companies 

B WORKJNG ST A T UTORY CORPORATIONS 
TRANSPORT 

I O r issa State Road Transport Commerce Ma) 1974 1992-93 2001-02 {- )1 2 10 66 - 9320.00 l-)1 2721 .86 (-)280.-10 (-)763 15 -- 8 

Corporation a nd 
Transoort 

Sector wise total (-) 1210.66 - 9320.flO (-) 12721./M (-)280../0 (-) 763.15 

FfNANClNG 
2 Orissa State Fina ncial Cor poration Industries March 1999- 2001-02 (- )89-10.72 - !1757.30 (-)37622 60 6218 1.00 (-)5318.89 -- I 

1950 2000 

Sector wise total (-)8940. 72 - 8 75 7.30 (-)37622.611 fi2181.00 (-)5318.89 

AG RI CULTURE AND ALLIED 
3 O rissa State Wai~Corporation /\griculturc March 1998-99 2000-2001 130.90 Non- 320.00 123.32 8-18 .00 13 1.00 15.-15 2 

& Co- 1958 d1sclo'· 
ure of 

opcration matcnal 
fact 
1n10 

Sector wise Iota/ 130.90 - 320.00 123.32 848.00 13/.()11 15 . ./5 

Total (B) Statutory corporation (-) 10021l..f8 - l&JJ7..Jl (-~1.1-' 627-'8.60 (-)!'\95 t.O.i -

Total of (A)+ (B) (-)9320.62 -- 2UJC.ISl.2!'\ HJl_,1261 799.f89.86 25119.19 J.1-l 
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(I) m tJ I t41 151 161 (71 (Ill (91 ( 10) ( I ll ( 121 ( 131 ti 4) 

c NON-WORK ING GOVERNMENT COMPANI ES 

INDUSTRY 
I ORICHEM Limited (Subsidiary of Industry 29 Jul~ 1999-00 200 1-02 (- 131 4.96 - 27b.64 (-)1323.76 286.90 (-)233 .12 -- I 

Sl.No.23 of WC) 1974 

2 Konark Detergent and Soaps -do- 29 August 198 1-82 1996-97 (-){).60 -- 5.79 (- ){).96 5.09 (- )0.60 -- 19 

Limited (Suhsidiar~ ofSl. No.2-l or 1978 

WC) 
3 Kalinga Steel ( India) Limited -do- 9 Janual) 1998-99 200 1-02 Clmnuciil -- 0 .08 -- 527.86 -- -- I 

(Subsidiary of SI. o.2 1 of WC) 199 1 1999-00 2001-02 pW.Kllli not 0.08 527 90 
)Ct staned 

Sector wise Total (-)315.5() -- 282.51 (-) 1324. 72 819.89 (-) : .13. 72 -- --
ENG rNEERING 

4 Orissa Electrical Manufacturing -do- 3 1 March 1966-67 1973-74 (-IOA 6 -- 4.54 -- 4.72 (-10.34 -- 34 

Company Li mited (Company 1958 

dosed si nce 1968; under voluntary 
liquidation since 30.08. 1976) 

5 Gajapati Steel Industries Limited Industries 15 1968-69 1974-75 (-){).44 -- 3.99 -- 2.25 (-)OA2 -- 32 

(Company closed since 1969-70: February 

under \'Oluntary liquidation since . 1959 

01.03. 1974) 
6 Premiere Bolts and Nuts Limited Industries 4 August 1966 1973-74 (-10.27 -- 2.2 7 -- OA4 (-)0.27 -- 35 

(Company closed) 1959 

7 Modern Malleabk Casting -do- 22 Sept~m- 1972-73 1975-76 (-)0.36 -- 4-20 -- 3.08 (-)0.()7 -- 28 

Company Lim ited (Closed sinct: ber 1960 

1968 Under voluntary I iquidation 
since 09.03. 1976) 

8 Orissa Instruments Compan) -do- 14 March 1987-XS 2000-0 I (-)622 -- R.79 (- ){).79 35 .80 (-)3 .74 -- 13 

Lim ited 196 1 

9 I lira Steel and Alloys Limited -do- 23 August 1975-76 1976-77 -- -- 12.28 -- 27.39 1.57 5.73 25 
(Subsidiarv of Sl.No.23 or WC) 1974 

10 IDCOL Piping & Engineering -dll- 26 March 1999-00 2000-0 1 (-)2456 84 lncrea.\c 193. 16 H 10305 7:l (- )6285 .91 (· )299.6 1 4.77 I 

Works Limited (Subsidiary of 1993 111 loss 
211 & 

SI. o.23 of WC) non-
d1sclo-
sure 
91 8S 

II General Engineering & Scientific -do- 11 JanU31)' I st Accounts not~ et received 7 

Works Limitt:d (Suhsidia~ of 19'l4 

Sl.No.24 of WC) 
Sector wise Total I (-)2464.59 - 229.23 (-J/O.I06.51 (-)6211.23 302.88 
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.-lnnexure 

(I) (2) 131 1-11 ISi 161 (71 (81 19) ( IO) II ll ( 12) ( 13) ( 1-ll 

ELECTRONICS 
12 Manufacture Electro Limi ted ( /\sscts Industries 24 Scp1em- 1%5-66 1982-lU (- )0.08 .. 0.-15 .. .. (-)0.08 .. 3.5 

have hccn sold) tx.'T I 959 

13 Modern Electronics Limited Industries 22 March 1965-66 1982-83 0.23 .. U7 .. 2.77 0.26 9.39 35 
1960 

14 IPITRO Times Limited Science & 11 199 1-92 1997-98 (- )68.50 .. 80.83 (-)225 .77 350.28 ( -)11 .75 .. 9 

(Subsidiar) of SI.No. 7 of WC) T.xhnology Oecemher 
198 1 

15 Konark Tek vision Limited -do- 26 June 1991 -92 1998-99 (-)9-1.96 .. 120.00 (-)603.52 600.0-1 -16 . 15 7.69 9 
1982 

16 ELCOSMOS Ek ctronics Limited -do- 12 January 199 1-92 1996-97 (- )77.27 .. 174.9 1 ( -1140 .48 3-10. 15 ( -)26 .18 -- 9 

( Subsidiar) of SI.No. 7 of WC) 1987 

17 ELCOPHONE.5 Limited <Subsidiar) of -do- 10 I st Accounts nol) et recci\ cd 1-1 

Sl. No.7ol'WC) Occcrnber 
1987 

18 ELCO Communication &Systems -do- 8 March 1989-90 1997-98 .. -- 10.01 .. -- -- -- 11 

Limited (Suhsidiary of SI. o. 7 of 1989 

WC) 
Sector wise Total .(-)140.511 - 390.57 (-)969. 77 1293.24 8.40 

TEXTILE -
19 Mavurhhanj Textiles Limited Industries 1943 1970-71 1976-77 ( - J0.82 ' -- 3.79 -- ( -)0.62 (-)0.7 1 -- JO 
20 New Mavurhhani Textiles Limited -do- 2 June 1976 1981-82 2000-0 1 2.57 -- 1.50 (-) 2.2 1 -1.66 2.58 55.36 19 

21 Orissa Textile Mi lls Limited Textile & 25 January 1997-98 1998-99 (-) 1023.74 .. 2470 .24 (-)53-10.6 1 51 6.81 (-)766. 10 .. 3 

I landlooms 1946 

22 Orissa State Textile Corporation -do- 10 1992-93 1998-99 (- )34 1.37 .. 260.00 (· )1286.08 ( -)5-13.66 .. .. 8 

Limited Scp1ernhcr 
198 1 

Sector wise Total (-)1363.36 - 1735. 53 (-)6628. 90 (-)21.57 (176W - -
HANDl...OQ'\1 

23 Orissa 1 landloom Development -do- I Fehrual) 1994-95 .W 00-0 1 (-)201.78 lncre- 352.37 (-)862.09 -183.8-1 (- )95 .0 1 ·- 6 

Corporation Limited 1977 ase in 
loss 
3 1.36 

Sector wise Total (-)lfl/ . 78 - 352.37 (-)862.09 -183.84 (-)95.01 -
AREA DEVELOPMENT 

24 Orissa Maritime & Chilka Arca Fish.:ries 29 August 1995-96 2000-0 I (- )16.88 .. 6 19. 18 ( - )153.36 .t55.65 (-11 5.24 . 5 

Di:' clopment Corporation Limit.:d & Animal 1978 

Ro::sourees 
[)n.irun,-,,1 

Sector wise Total (-) 16.88 - 619.18 (-) 153.36 455.65 (-)15.2-1 -
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fl ) 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

(2) (3) (4 ) (~) (6) (7) (!!) (9 ) ( 10 ) (II ) (1 2) ( 13) ( 14) 

MISCE LLANEO US 
Orissa State Commen..:ial T ranspun Co111111e- 15 199 1-92 2000-0 J (-)93.05 -- 234 00 (-J'l.J l..J4 200.-16 (-)36.28 -- 'I 

Corporation Limited rec & Fcbrunry 

Transport 1964 

Orissa Fisheries [)e, dopmenl Fisheries 8 i\ugus1 1982-83 1983-8.J (-)3.75 -- 35.00 -- 19.78 (-)2 .53 -- 18 

Corporation Limited & Ani mal 1962 

Resources 
[)..'\L'lq:nut 

Orissa Fish Sec:d De' d opmcm -do- 17 1993-9.J WOO-OJ (-)8.J..J8 ·- -181.56 (-).J4!1.06 356.79 J..J I 0..JO 7 

Corporation Limited December 
1979 

Orissa State Export Dcvelopmclll Industries 27 Ju l ~ 1990-9 I 19'15-96 -- -· 0.85 -- (-)0.06 ·- -- JO 

Corporation Limited 1990 

Eastern Aquatic Products Limited Industries 06 Ma~ 1972-73 1975-76 -- -- 0.60 -- 0.31 -- 28 
1959 

Orissa l3oat Builders Limited Industries 18 March 1970-7 1 1977-78 (-)tl.32 -· 5.;23 -- 1.30 (-)0.30 -· 30 

(Com pall\ closed since 1987) 1958 

Orissa Hoard Mills Limited (Closed. Industries O.J Apr il 1%7-68 1976-77 (-)1.0.J -· 4.08 -- .J.69 (-)053 -- 33 

Deeid<::d for liquidation) 1960 

Orissa Stat..: Leather Corporation Industries 19 April 1987-88 1997-98 (- )22.18 ·- 2 )6.68 (- )21 2.94 161.41 (·)18.85 -- 13 

Limited 1976 

Orissa Leather Industries Limited Industries 26 July 1991-92 1995-96 -- ·- 65.00 -- 192.02 -- -- 9 

( Subsidiar~ or Company at SI. o.32 1986 

or NWC) 
Kami Sharma Refractories Limited Industries 11 January -· I s1 <iccounl not ycl received -- 7 

( ubsidiary of company at SI. 1o.24 1994 

or WC) 
Sector wise total (-)204.81 -- 1043.00 (-) 1601.4./ 936.70 (-)57.08 -
Total (C) Non working Gn.mnet (fl/W.57 -- 565239 (121847.tlJ (-}2244.48 (.µ?54.W --
Companies. 
Gra nd Total (A+B+C) (-)14128.19 -- ~64 (-)112460.41 ~ 24265.19 3.04 
(A) Capital employed represents net fi xed assets (including capital work-in progress) plus working capital except in case of finance companies/corporation where the capital 

employed is worked out as a mean of aggregate of the open ing and closing balance of paid up capital free reserves, bonds deposits and borrowing (including refinan ce). 
(B) Companies at Sl.No.4 and 5 of Annexure 2 (A) have not started commercial activity and commercial production respectively. 
(C) Companies at SI. No. I, 2, 3, 8, 9. I 0. I I, 14 to 23, 25, 26. 28. 32 to 34 of Annexure 2 (C) are under closure. 
(D) Companies at Sl.No.4 to 7, 12, 13, 29 to 3 1 are under liquidation. 
(E) Compani es at Sl.No.24 and 27 of Annexure 2 (C) are under merger. 
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SI. 
No 

I 
A. 
I. 

2. 

3 

4 

5. 

I 
,· 

_j A1111exure 

ANNEXURE-3 

Statement showing subsidy received, guarantees received , waiver of dues. loans on which moratorium allowed and loans converted into equity during· the year and subsidy 
receivable a nd guarantees outstanding at the end of March 200 I 

..... (Referred to in Parag rap h 1.2.2) 
{Figures in Columns J(a) to 7 are Rupees in /akh} 

S ubsidy received during the Guarantees received during the yea r a nd o utstanding at Waiver of dues during the year 
yea r0 the close of the rear® 

Name of the Caimi State Ohfr.; Total Cash credit Loans Letters of Payment Total Loans h"llmS Penal Tomi Loans on Loans 
Public Sector Govr. Govt. from banks from credit ~ n.~nnit waived interest which converted 
undertaking other opened by under written waived morn to- in to 

sources bank in ~roit; off rium equity 
rCS(>CCt of with a llowed during 
imports foreign the year 
~ 
or 
contracts 

2 3a 3b 3c 3d 4a 4b 4c 4d 4e Sa Sb Sc Sd 6 7 
WORKJNG GOVE RNMENT COMPAN I ES 
Orissa Lin · - 3000.00 200.00 3200.00 .. -· .. .. .. .. .. ·- .. -· -· 
lrrigmion (6407.42) (6407.42) 
Corporation 
Limiteu 
Orissa Rural 437.06 145.69 .. 582.75 .. 17500.00 ·- .. 17500.00 -· .. .. . . .. ·-
Housing and (58547.25) (58547.25) 
Development 
Corporation 
Limited 
Industrial - .. .. .. .. .. .. .. .. .. .. .. ·- -· .. 
Promotion and (2297.00) (2297.00) 
l11 vestme111 
Corporation of 
Orissa Limited 
Orissa Agro .. .. .. .. .. -· ·- .. .. .. .. ·- .. ·- .. 
Industries (150.00) (150.00) 
Corporation 
Limited 
Orissa State 456.00 400000 .. 4456.00 .. .. .. .. .. .. .. ·- -· -· .. 
Civi l Supplies 
Corporation 
L1111i1ed 
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I 2 3a 3b 3c 3d 4a 4b 4c 4d 4e Sa Sb Sc Sd 6 7 
6. ABS Spinning -- -- -- -- -- -- -- -- -- -- -- -- -- -- --

Orissa Limittd ( 1528.00) ( 1528.00) 
7 Grid -- -- -- -- -- -- -- -- -- -- -- -- -- -- --

Corporation of (241242.46) (241242.46) 
Orissa Limited 

8 Industrial -- -- -- -- -- -- -- -- -- -- -- -- -- -- --
Development (22559.00) (22559.00) 
Corporation of 
Orissa Limited 

9 Orissa -- -- -- -- 7 1.00 -- -- -- 7 1.00 -- 66.68 -- 66.68 -- --
Construction (200.00) (200.00) 
Corporation 
Limited 

10 Orissa State -- -- -- -- -- -- -- -- -- -- -- -- -- -- --
Electronics (2000.00) (2000.00) 
Development 
Corporation -
Limited 

II Orissa Power -- -- -- -- -- -- -- -- -- -- -- -- -- ,. -- --
Generation (3 1714.00) (3171 4.00) 
Corporation 
Limited 

12 Orissa Hydro -- -- -- -- -- -- -- -- .. -- -- .. -- -- --
Power (42916.00) (429 16.00) 
Corporation 
Limited 

13 ELMA RC -- -- .. -- -- -- -- -- -- -- -- .. -- -- --
Limited (250.00) (250.00) 

14 Orissa Forest -- -- -- -- -- -- -- -- -- -- -- -- -- -- .. 
Development (243 1.41) (2431.41) 
Corporation 
Limited 
Total (A) 893.06 7145.69 200.00 8238.75 71.00 17500.00 - .. 1757 1.00 -- 66.68 - 66.68 - -
Working (9188.83) (400756.71 ) (2297.00) .. (4 12242.54) - - - - -
Government ' 
Companies 

B. WORKING STATUTORY CORPORATION 
I. Onssa State -- 175.00 -- 175.00 3335.00 -- .. .. 3335.00 -- -- -- -- -- --

Financial 
C'oroomuon 

(35476.00) (35476.00) 

~ Orissa State -- 160.00 .. 160.00 -- -- .. -- -- -- -- .. -- -- --
Road Transpon 
C'omorauon 

(6947.72) (6947.72) 

Total (B) - 335.00 - 335.00 3335.00 - - - 3335.00 - -- - - - -
Working (35476.00) (6947.72) (42-123.72) 
Statutory 
Corporations 
Tota l (A)+ 893_.06 7480.69 200.00 8573.75 3406.00 17500.00 . . 20906.00 . 66.68 . 66.68 . . 
(B) (44664.83) (407704.43) (2297.00) . (454666.26) . . . . . . 
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I 2 3a 3b Jc 3d 4a 4b 4c 
c. NON WORKING GOVERNMENT COMPANIES 
I IDCOL Piping -- -- -- -- -- -- --
and~ (1968.00) 
Works Limited 

2 Orissa State -- -- -- -- -- -- --
Commercial (60.00) (119.36) 
Transpon 
Corporation 
Limited 
Total (C) Non -- -- -- -- - - -
Working (60.00) (2087.36) 
Government 
Companies 
Total 893.06 7480.69 200.00 8573.75 3406.00 17500.00 -
(A+B+C) - - - - (44724.83) (409791.79) (2297.00) 

0 Subsidy includes subsidy receivable a t the end o f the year which is shown in brackets 
° Figures in brackets indicate guarantee outstanding at the end o f the year. 

4d 4e Sa Sb 

- -- -- --
( 1968.00) 

-- -- -- --
( 179.36) 

- - - -
(2147.36) 

- 20906.00 - 66.68 
-- (456813.62) - -

Sc Sd 

-- --

-- --

- -

- 66.68 
-- -

• 
i 

- 1 

6 

--

--

-

--
--

Annexure 

7 

--

--

-

-
-

(A) During the year 2000-0 I, Orissa State Electron ics Development Corporation Limited, Agricultural Promotion and Investment Corporation of Orissa Limited received grants 
amounting to Rs.172.69 lakh, Rs. 10 lakh respectively. In addition , two non-working companies viz. Konark Television Limited and Orissa State Leather Corporation Limited received 
grants amounting to Rs.349.60 lakh and Rs.3.63 lakh respectively during the year 2000-0 I . 
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ti 11dit Report (Com111ercial) for the year ended 31 March 200 I 

ANNEXURE-4 
Statement showing financial position of Statutory corporations 

(Referred to in Paragraph 1.2.4) 

· -i.orissaState Road Transport Corporation 

Particula rs 1998-99 1999-2000 
A. Liabilities (Provisional) 
Capi tal (including loan capital & eq uity capital) 129.43 134.98 
Borrowings (Government) 13.73 18.87 

(Others) 43.69 42.95 
Funds5 0.89 0.89 
Trade dues and other current liabil ities (including . 73.75 84.44 
provis ions) 
Total - A 261.49 282.13 
B. Assets 
Gross Block 53.05 53.09 
Less: Depreciation 44.02 46.40 
Net fixed assets 9.03 6.69 
Capital works- in-progress (including cost of -- --
chassis) 
In vestment -- 0.78 
Current assets, loans and advances 18. 12 21.56 
Accumulated losses 234.34 253. 10 
Total - B 261.49 282.13 

c. Capital employed'!' (-)46.59 (-)56.19 

2.0rissaState Financial Corporation 
Particulars 1998-99 1999-2000 

A. Liabilities 
Paid-up-capital 87.57 87.57 
Share apolication money -- --
Reserve fund and other reserves and surplus 1.37 1.37 
Borrowings: 
(i) Bonds and debentures 336.26 324.7 1 
(ii) Fi xed Deoosits -- 4. 13 
(iii) lndustrial Development Bank of India & Small 17 1.1 1 177.63 

Industries Development Bank of India -
(iv) Reserve Bank of India -- 6.50 
(v) Loans in lieu of share capita l: 

(a) State Government 6.23 6.23 
(b) Industrial Development Bank of India 6.22 6.22 

(vi) Others ( including State Government) -- 20.50 
Other liabilities and provisions 246.03 35 1.62 
Total - A 854.79 986.48 
B. Assets 
Cash and Bank balances 19.98 21.67 
Investments 3.45 2.36 

Loans and Advances 533.84 533.33 
Net fixed assets 2. 10 2.7 1 

Other assets 40.86 50. 18 
Misce llaneous expenditure (Loss) 254.56 376.23 
Total - B 854.79 986.48 

s Excluding depreciation funds 

(R upees m crore) 

2000-200 1 

134.98 
--

69.48 
0.89 

91.31 

296.66 

55.63 
48.77 

" 6.86 

" --

' 3.39 
21.63 

264.78 
296.66 

(-)62.82 

2000-2001 
(Provisional) 

87.57 
--

1.37 

354.76 
4.33 

238.41 

--

6.23 
6.22 

20.50 
36 1.86 

1081.25 

24.68 
2.36 

600.48 
4.29 

61.61 
387.83 

1081.25 

'1' Capital employed represents net fixed assets (including capital work-in-progress) plus working capital. 
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c. Ca pital employed"' 580.23 - 621.81 677.12 

3. Orissa State Warehousin!? Corporation 

Particulars 1998-99 1999-2000 2000-2001 
(Provisional) 

A. Liabilities 
Paid-up capita l 3.20 3.20 3.40 
Rese rves and surp lus 4.96 6.08 8.08 
Borrow ings (Government)•· -- -- --

(Others) 0.32 -- --

Trade dues and other current lia bilities (including 14. 30 17.70 18.80 
provisions) 

Total - A 22.78 26.98 30.28 
B. Assets 

Gross Block 8.8 1 9.3 1 10 .28 
Less: Depreciation 2.59 2 .32 2.56 
Net fi xed assets 6.22 6 .99 7.72 
Capital works- in progress 0.36 0 .28 0.74 
C urrent assets, loans and advances 16.20 19.7 1 2 1.82 
Accumulated losses -- -- --

Total - B 22.78 26.98 30.28 

c. Capital employed'I' 8.48 9.28 11.48 

"' Capita l employed represents the mean o f the aggregate o f opening and closing balances of paid-up 
capital. free reserves, loans in lieu of capita l, seed money, debentures (other than those which have been 
funded specia lly and backed by investment outside). bonds, de posits and borrowings (including 
re finance). 

IV Capita l emp loyed represents net fixed assets (including capita l work-in-progress) plus working capital. 
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Audit Report (Commercial) for the year ended 31 March 2001 

ANNEXURE- 5 

Statement showing working results of Statutory Corporations 

(Refer red to in Pa ragraph 1.2.4) 
(R . ) upees m crore 

l .Or issaState Road Transport Corpor a tio n 

Part icula r s 1998-99 1999-2000 2000-2001 
(Provisional) 

O per a ting 
a) Revenue 20.6 1 22. 17 25.95 
b) Expenditure 34.50 35.47 35.52 
c) Surplus(+)/Deficit(-) (-) 13.89 (-) 13.30 (-)9.57 
Non-oper a ting 
a) Revenue 2.88 3. 17 4.04 
b) Expenditure 8.5 1 8.35 6.15 
e) Surplus(+)/Deficit(-) (-)5.63 (-)5. 18 (-)2. 11 
Tota l 
a) Revenue , 23.49 25.34 29.99 
b) Expenditure 43.0 1 43.82 41.67 
c) Surplus(+ )/Defic it(-) (-) 19.52 (-)18.48 (-) 11.68 
Interest on capital and loans 8. 16 8.35 5.88 
Total return on Capi ta l employed· (-) I 1.36 (-)10. 13 (-)5.80 

2.0rissaState Financial Corporation 
Part icula rs ' 1998-99 1999-2000 2000-2001 

(Provisional) 
I. Income 
(a) Interest on Loans 48.26 42.5 1 60.06 
(b) Other income 1.58 1.34 1.55 
Total - I 49.84 43.85 6 1.61 
2. Expenses 
(a) Interest on long-term and short-term loans 53.99 36.22 52.95 
(b) Provision for non-performing assets 14. 18 84.5 1 4.54 
(c) Other expenses 13.78 12.53 15.72 
Tota l - 2 8 1.95 133.26 73.2 1 
3. Profit before tax ( 1-2) (-)32. 11 (-)89.4 1 (-) 11.60 
4. Provision for tax -- --
5. Pro tit(+ )/Loss( -) after tax (-)32. 11 (-)89.41 (-) 11.60 
6. Other appropriations --
7. Amount available for dividend --
8. Dividend --
9. Total return on Capital employed' 2 1.88 (-)53. 19 4 1.35 
I 0. Percentage of return on Capita l employed 3.77 -- 6. 11 
3.0rissaStatc Warehousing Cor poration 

Particulars 1998-99 1999-2000 2000-2001 
(Provisional) 

I. Income 
Warehousing Charges 12.56 13.04 14.97 
Others income 0 .02 0.02 0.04 

Tota l - I J 2.58 13.06 J 5.01 
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Particulars 1998-99 1999-2000 I 2000-2001 
(Provisional) 

2. Expenses 
(a) Establishment charges 3.35 4.84 3.96 
(b) Other expenses 7.9 1 6.02 8.7 1 

Total - 2 11.26 10.86 12.67 
3. Profit(+)/ Loss(-) before tax 1.32 2.20 2.34 
4 . Provision for tax 0.0 1 0.02 0.02 
5. Profit(+)/Loss(-) after tax 1.3 1 2. 18 2.32 
6 . Other appropriations 1.1 3 2.00 2.00 
7. Amount available for dividend 0 . 18 0. 18 0.32 
8. Div idend for the year 0 . 10 0 .09 0. 10 
9. Total return on Capita l employed· 1.3 1 • 2. 18 2.32 
I 0. Percentage of re turn on Capi ta l employed 15 23 20 

* Total return on capital employed represents net surplus I defic it plus tota l interest charged to profit and 
loss account (Jess interest capita lised) 
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Audit Report (Co111111ercial) for tire year ended 31 March 200 I 

ANNEXURE - 6 . 
Statement showing operational performance of Statutory corporations 

(Referred to in Paragraph 1.2.4.2.3) 

l.OrissaState Road Transport Co rporation 
Particula rs 1998-99 1999-2000 2000-2001 

(Provisional) 
Average number of vehicles held 755 615 383 
A veragc number of vehicles on road 306 272 254 
Percentage of util isation of vehicles 41 44 66 
Number of employees 4922 4455 3492 
Employee vehicle ratio 16.08: 1 16.38: I 13.75: I 
Number of routes operated at the end of the vear 188 147 142 
Route Kilometres 51 ,942 43,350 41 ,709 
Kilometres operated (in lakh) 

(a) Gross 293.57 288.46 286.99 
(b) Effective 287.88 283.01 28 1. 94 
(c) Dead 5.69 5.45 5.05 

Percentage of dead ki lometres to gross ki lometres 1.94 1.89 1.76 
Average ki lometres covered per bus per .day 258 285 304 
Average operating revenue per kilometre (Paise) 802 827 892 
Increase in operating revenue per kilometre (Paise) 16.06 3.12 7.86 
over previous year's income (per cent) 
Average expenditure per ki lometre (Paise) 1352 1348 1260 
Increase in operating ex penditure per kilometre 18. 18 (-)0.30 (-)6.53 
over previous years' expenditure (per cent) 
Loss per ki lometre (Paise) 5~0 52 1 368 
Number of operating depots 40 36 38 
Average number of break downs oer lakh kilo metre 7. 10 5.90 4.50 
Average number of accidents per lakh ki lometres 0.17 0.18 0.15 
Passenger ki lometres operated (in crore) 93.56 94.81 90.22 ---
Occupancy ratio (percentage) 65 67 <>8 
Kilometres obtained per litre of: 

(a) Diesel Oil NA NA NA 
(b) Engine Oi l NA NA NA 

2. O rissa State Financia l Corporat ion (R11oees in crore) 
Particu lars 1998-99 1999-2000 2000-200 I (provisiona l) 

Number Amount Number Amount Number Amount 
Application pending at 87 22.97 66 17.13 124 22 .28 
the beginning of the year 
Aoolication received 555 81.79 1276 146.77 1338 173.36 

Tota l 642 104.76 1342 163.90 1462 195.64 

Application sanctioned 523 68.08 11 54 131. 12 1384 132.75 

Application cancelled/ 53 19.55 64 10.50 22 8.66 
withdrawn/rejected/ 
reduced 
Application pending at 66 17. 13 124 22.28 56 54.23 
the close of the year 
Loans disbursed 473 44.98 11 54 83.39 1146 117.77 
Loan outstanding at the 168 16 486.40 170 17 533 .33 17963 600.48 
close of the year 
Amount overdue for NA NA NJ\. 
recovery at the close ofihe 
year 
(a) Principal 2 12.35 304.36 340.87 
(b) Interest 320.68 389.07 423.01 
Total 533.03 693.43 763.88 

134 



Annexure 

Particulars 1 998~99 1999-2000 2000-200 I (provisional) 

Number Amount Number Amou nt Number Amount 
Amount involved in -- -- -- -- -- --
recove1y certilicate cases 
Total 533.03 693.43 763.88 ·. 
Percentage of default to total ·66.04 75. 18 74.64 
loans outstanding 
3. Orissa State Warehou sing Corporation 

Particulars 1998-99 1999-2000 2000-2001 
(Provisio11a/) 

Number of s tations covered 73 63 58 

Stprage capacity created upto the end of the year 
(tonne in lakh) 

(a) Owned 1.57 1.64 J.64 
(b) Hired 0. 78 0.83 1.02 
Total 2.35 2.47 2.66 .. Average capac ity utilised during the year (in lakh 2.33 2.20 2.49 

tonne) 
Percentage o f ut ilisation 99 89 94 
Average revenue per metric tonne per year (Rs.) 528.82 557.88 602.87 
Average ex penses per metric tonne per year (Rs.) 477.00 507.11 509.84 
Profit (+)/ Loss(-) per tonne (Rs. ) 5 1.82 50.77 93.03 

135 



Audit Report (Commercial) for the year ended 31 March 2001 

Annexure-7 

Statement showing the department wjse outstanding Inspection Reports (IRsl 

(Referred to in Paragraph 1.8) 
./ 

SI. Name of Department No. of No. of No. of Year from 
No. PS Us outstanding IR Outstanding which 

Paragraphs paragraphs 
outstanding 

I. Textile 4 16 130 1991 -92 

2. Forest 2 527 2623 I 987-88 

3. Transport 2 184 958 1987-88 

4. Tourism I 6 13 1988-89 

5. Energy 3 844 2175 1980-81 

6. Steel & Mines 2 12 224 1988-89 

7. Industries 4 / I I I 806 1988-89 

8. Works 2 45 210 1990-91 

9. Home I 4 42 1992-93 

10. Science & Technology 6 10 50 I 99 1-92 

11. Fisheries and Animal 2 14 70 1989-90 
Resources 

12. Water Resources I 164 825 1988-89 

13. Agriculture 4 50 293 198 1-82 

14. Rural Development 1 3 9 1997-98 

15. Food Supplies and I 275 919 1987-88 
Consumer Welfare 

Total 36 2265 9347 
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Annexure-8 

Statement showing the department wise draft paragraphs/reviews reply to which are awaited 

---.. 
I (Referred to in Paragraph 1.8) 

SI. No.· Name of Department No. of draft No. of reviews Period of issue 
paragraphs 

I. Agriculture I - March 2001 

2. Industries 3 - Apri l/May 200 1 

3. Food Supplies and 2 - May 2001 
Consumer Welfare 

4. Housing and Urban - 1 April 2001 
Development 

5. Steel and Mines I -
1 

May 2001 

6. Water Resources · I - May 200 1 

Total 8 1 

r L ., 

137 



Audit Report (Commercial) for the year ended 31 March 2001 

SI. 
No 

( I ) 
l. 

2. 

3. 

Annexure 9 

Statement showing paid-up capital, investment and summarised working results of 619-B companies as per their latest finalised accounts 
(Ref erred in Paragraph 1.10) 

(Fi ures in colum n 5 to 19 are in Rupees in crore) 
Name of Status Year of Paid- Equity by Loans by Grants by Tota l investment by way Profi t(+)/ Accumula 
company (working/n account up of equity, loans and loss (-) ted profi t 

on- capital grants (+)/ 
working) accumulat 

ed loss(-) 
State State Central State State Cent- State State Cent- State Sta te Cent-
Govt. Govt. Govt. Govt. Govt. ral Govt. Govt. ral Govt. Govt. ral 

comp- and their com- Govt. com- Govt. CO'l'1> Govt. 
anies* com pa- !DlJeS and i:mies and anies and 

nies* their their their 
com- COT1> C01-p-
oonies anies anies 

(2) (3) (4) (5) (6) (7) (8) (9) ( I O) ( I I ) ( 12) ( 13) ( 14) ( 15) ( 16) ( 17) ( 18) ( 19) 
Orissa Tools Under 1982-83 0.44 0 .44 0.44 (-)0.43 
and c los ure 
Eng ineering 
Company 
Ltd. 

Marna ta Privatised 1990-91 0.29 0.29 0.29 0.13 (-)0.54 
D rinks and Since 
Industries 19.9.1997 
Ltd. 

S.N. U nde r 2000-01 3.05 3.05. 3.05 (-)0.08 (-)27.53 
Corporation c losure 
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ANNEXURE - 10 
STATEM ENT SHOWING FINANCIAL POSITION AND WORKING RESULTS OF ORISSA RURAL HOUSING & 

DEVELOPMENT CORPORATION LIMITED (ORHDC) 
(Referred to 'in Paragraph 2A.5) 

A F" I P (R . L kh) mancia os1tJon upees m a 
(Audited) (Provisional) 

LIABILITIES 1996-97 1997-98 1998-99 1999-2000 

Paid-up Capital 500.00 725.00 725.00 775.00 

Reserves & Surolus 133.79 196.34 252.22 352.75 

Loan Funds 3,56 1.48 4285.23 5869.65 17585.36 

Trade Dues and Other 661.00 590.66 1268.20 1622.6 1 

Liabilities 
Total : 4,856.27 5797.23 8 115.07 20335.72 

Assets 

Gross Block 119.14 132.32 146.45 166.22 

Depreciation 8.52 17. 13 26.88 38.86 

Net Assets 110.62 11 5. 19 i 19.57 127.36 

Investments 950.00 1225.90 1425.90 2250.90 

Housing Loans 1,52 1.32 3 149.96 4961.31 8207.02 

Current Assets, Loans 2 .263.64 1297.0 1 1600.64 9744.32 
& Advances 
Misce llaneous 10.69 9.17 7.65 6.12 
expend iture not 
written o ff. 

Total: 4,856.27 5797.23 8115.07 20335.72 

Capital 4 145.27 5094.07 6846.87 18688.11 
Employed 

Net Worth 623. 10 912.17 969.57 1121.63 

NOTES: 

a) Capital employed represents the mean of the aggregate of opening and closing balances 
of paid-up capita l, loans and reserves & surplus .. 

b) Net worth represents, Paid-up capital p lus Reserves and Surplus less intangible Assets. 

B W k" R or IOI?. esu t s 

Particulars 1996-97 1997-98 1998-99 1999-2000 

/11come 

Operating 446.54 603.20 766.00 1302.99 
Income 
Fees & other 43.30 25.27 23.93 32.26 
C harges 

·Other Income 3.70 6.13 8.49 17.23 

Tota l: 493.54 634.60 798.42 1352.48 

Expe11dit11re 

Interest & other 286.57 45 1.83 58 1.5 1 1088.31 
charges 
Staff Salarv 12.93 16.87 26.56 28.27 

Estab lishment 3.98 5.24 7.80 13.47 
Expenses 
Other expenses 34.68 54.62 55 .04 98.79 
Deorec iation 6.34 8.6 1 9.75 11.55 
Provision fo r 4.29 10 .57 15.54 17.85 
Sub-standard 
Advances 

Tota l : 348.79 547.74 696.20 1258.24 
Profit before tax 144.75 86.86 102.22 94.24 
Income tax 55.20 24.3 1 3 1.35 29.55 

Net profit 89.55 62.55 70.87 64.69 
Carried to 
Balance sheet 
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Audit Report rC0111111ercia/) for the year ended 31 March 200 I 

ANNEXURE:-11 
Statement showing sanction and disbursement of housing loans of ORHDC 

e erre tom a rag rap (R ~ d . P h 2A 9) 
( Rupees in Lakh) 

Category I 1996-97 I 1997-98 I 1998-99 I 199.9-2000 I 2000-0 1 
I No. I Amt. I No. I Amt. I No. I Amt. I No. I Amt. I No. I Amr. 

A. Rural Sector 

i) Sanction I 12418 I 3 100.54 I 10190 I 2549.75 I 537 I 134.25 I 9667 I 2428.90 I 97 I 0.29 
ii ) Disbursement I 10098 I 1682.2 1, I 4320 I 11 12. 18 I 65 I 306.54 I 892 1 I 16 10.88 I 639 I 569.74 
B. Urban Sector 
i) Sanction I 110 I 214.67 I 201 I 283.43 I 376 I 940.14 I 1202 I 1292.00 I 1096 I 2463.80 
ii) Disbursement I 167 I 209. 11 I 202 I 266.73 I 353 I 874.29 I 1168 I 11 15.59 I 956 I 1141.9 1 . 
C. Total 
(i) Sanction I 12588 I 33 15.2 1 I 10397 I 2833. 18 I 9t3 I I 074. 39 I 10869 I 3720.90 I 11 93 I 2464 .09 
ii )Disbursement I 10265 I 189 1.38 I 4522 I 1378.9 1 I 4 18 I 11 80.83 I 10089 I 2786.47 I 1595 I 23 11.65 

D. Percentage of Disbursement to total Disbursement. 
Rural I 98 I 89 I 96 I 8 1 I 16 I 26 I 88 I 58 I 40 - I 2-s 
Urban I 2 I 11 1 4 I 19 I 84 I 74 I 12 I 42 I 60 I 75 
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No 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 
11. 

12. 

Annexure-12 
I • 

.. 
I 

- I 

Sta tement showing details of sanction, disbursement and r ecoveries sta tus of twelve individual housing loans (Ur b'an) of ORHDC ~son 3 1.3.2000 
(Referred to in Pa ragra ph 2A.12.2. 1) 

(Amoun t: Ruoees in lakhJ 
Name of Loanee Amount Date(s) of Recovery starus 

Disbursed 
Disbursement Amount due Amount recovered Amount Amount No. of days 

overdue outstanding overdue 
Bijaya Kumar Dash 10.00 26.04.97 to 3.60 0.95 2.65 12.61 5 16 

16.04.98 
Dolagobinda Nayak 8.00 04.0 1.99 to 1.40 Nil. 1.40 9.45 365 

17.03.99 
Anima Pattnaik 10.00 27.09.98 to 3.07 1.39 1.68 11 .40 304 

21. 11.98 
MD Moquim 6.00 07.05.98 to 1.1 0 Ni l. 1. 10 7.08 366 

06.03.99 
Balaram Sahoo 10.00 27.03.97 5.65 3.48 2.17 11.92 424 . .. 
Ratnamala Patra 10.00 2 1. 10.97 to 5.28 3.08 2.20 I I. 13 396 

27.10.97 
1-larihar Swain . 10.00 18. 10.96 to 6.28 4.98 1.30 10.8 1 442 ' 

07. 11.96 
Kanchanabala Sahoo 10.00 14. 10.98 to 2.34 1.29 1.05 10.8 1 298 

27. 11.98 
lndramani Rout 9.75 19.11.98 to 1.85 0. 19 1.66 11.2 1 365 

18.02.99 
Mahendra Swain 10.00 18.0 1.99 3.12 2. 10 1.02 9.67 15 1 
Pecyush Mohanty 6.00 07.05.98 to I. I 0 Nil. 1.1 0 7.08 366 

04.03.99 
Col. Amal Krishna Chanda 8.00 03.12.98 to 1.35 0.07 1.28 9.28 304 

0 1.06.99 
Tota l 107.75 36.14 17.53 18.61 122.45 
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Annexure-13 
A - Statement showing fin ancial position of IDCOL 

(Referred to in Paragraph 28.5) ' Rs. in lakh) 
I. Liabilities 1996-97 1997-98 1998-99 1999-00 

a) Paid up Capital 5651.79 5651.79 5651.79 57 11.79 

b) Reserve and Surplus including Grant in aid 4544.77 2094.25 516. 19 757.08 

c) Secured loan 2742. 12 288 1.49 3653.43 329 1.93 

d) Unsecured loan 8634. 13 12325.65 12678.06 26799.Q5 

e) Current liabilities and provisions 4507.54 5912.81 6 169.65 8823.95 

Total 26080.35 28865.99 28669. 12 45384.40 
I 

II. Assets 

a) Fixed assets (Net) 6333.22 5526.57 4921.39 7 11 6.26 

b) Capital work in progress 424.68 9 17.14 15 11.57 7 1.41 

c) Investment 6439.88 7498.53 7428.58 7488.58 

d) Current assets loans and advances 1285 1.56 149 19.19 13086.09 26870.76 

e) Mis .. expenditure not written off or adjusted 31.01 4.56 4.56 64 1.94 

f) Accumulated loss - - 1716.93 3 195.45 

Total 26080.35 28865.99 28669.12 45384.40 

Net worth 10165.55 774 1.48 4446.49 2631.48 

Capital employed 15 101.92 15450.09 13349.40 25234.48 

Note: I. Net worth represents pa id-up capital plus Reserves and Surplus less intangible assets; 

2. Capital employed represents net fixed assets plus capital work-in-progress and working capital. 

B - Statement sho~·ing working r esults of IDCOL 
(Rs. in lakh) 

Particular s 1996-97 1997-98 1998-99 1999-00 

I. Earnings 

a) Sales 19330.42 16777.19 12255.46 14402.64 

b) Other income 1208.93 l 7·12.67 1305.89 2385.56 

c) Accretion/decretion (-) to stock (-)347.07 (-)236.10 382.05 (-)658.68 

Tota l 20192.28 18253.76 13943.40 16129.52 

II. Outgoings 

a) Raw materials 3555.99 2993.29 2 130.70 1746.28 

b)Excise duty 2 173.32 1843. 12 1336.64 1750.54 

c) Stores & spares consumed 252.00 248.89 225.24 295.64 

d) Power & fuel 8284.59 741 I.83 6102.53 6697.32 

e) Other expenses 2440.97 2633.62 2588.08 2234.32 

f) Admn.selling & general exp. 2258. 70 3035.55 1860.76 2046.02 
' 

g) Interest 1456.69 I 583.98 2061.20 2051.36 

h) Depreciation 10 10.6 1 950.33 933.24 802. 75 
-~ 

i) Profit/Loss(-) for the year (-) 1240.59 (-)2446.85 (-)3294.99 (-) 1494.7 1 

Total 20 192.28 18253.76 13943.40 16129.52 
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Annexure 

Annexure-14 
Stateme11t showi11g capacity uti/isatio11 of IDCOL 

{Referred to m Para 1raph 28 .10.J) 
j Yect r !

1 
l;atiicula rs Ferro Chrome Pig I ron I Spun Pipe IDCOL 

t---+-----------+- P- l_a_n_t ----+<-~ ..... i-v1_i~_i:_"_n_t __ i_ t ;__iv_.~s_i:_n __ M_ ._T_ )<-,--R- ol_li_n_gM- il-1 _..., 

1996-97 : Installed 13000' I iOOGO l 36000 25000 
I Ca1:iacitv 

---·-- ;- Actual 138 12 !27550 17338 12537 

Capacity 106.25 115.95 48.16 50.15 
'Jtilisation iu % 

---j_l:.!9-~~cti on 
-------+-------t------·-+--------1---------1 

1997-98 
1 

J nsialled 13000 11 0000 36000 25000 
I Capacity 

10 139 127370 20616 14650 

. 77.99 115.79 57.27 58.60 

19000 110000 36000 25000 
Capacity 

--~·~ --~-~---1---------+--------+-----------+--------4 
Actual 12800 90182 17687 2535 
Production 

~-------;-------;-------1-------·---+------------+--------4 

Capacity 67.37 i 3 1.98 49. 13 10.14 

,_·-··---~-+-u_t.i_h_sa_t_io_n_i_n_o/c_o-+--------1-1 --·---·---+-------'--+--------< 
1999-00 Installed 19000 140000 36000 25000 . ·I' 

Cmacity 
-----+-~-~~----+--------+--~----+----------+--------4 

Actual 13007 112158 20 181 623 
Production 

----t------t-------+-------1--------1------~ 
Capacity 
ut ilisation in % 

i Range of under utilisation 
l (in percentage) 

68.46 

22.0 I to 32.63 

80.1 l 56.06 2.49 

18.02 to 19.89 i 43.84 to 51.84 41.40 to 97.5 1 
I 
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Annexure-15 

A. Statement showing sources and utilisation of funds of NINL as per the IDBI project 
appraisal (September 1996) 

(Referred to in Para~ raph 2C.2) 
Sources Rupees in Utilisation Rupees in 

crore crore 
(a) Equity (a) Land and site development 42.28 
(i) From promoters (b) Buildings 159.91 
MMTC 100.00 (c) Plant and machinery 
I PI COL 73.00 (i) Imported 285.99 
ME CON 5.00 (ii) Indigenous 442.25 . 
(ii) From others (iii) Erection commissioning etc. 50.61 
CDC 90.00 (d) Misc. fixed assets 175.78 
LGC 40.00 (e) Technical knowledge and 44.77 

detailed engineering 
(iii) Pu~lic issue 245.00 (f) expenses on foreign technical 1.32 

personnel 
(iv) Unsecured loan from MMTC 50.00 (g) Preliminary and preoperative 156.77 

expenses 
(b) Debt (h) Contingencies 123.90 
(i) Rupee tenn loan 604.00 (i) Security deposit to OSEB 5.88 
(ii) Foreign currency 303.00 G) Margin money for working 20.54 

capital 
Grand Total 1510.00 1510.00 

B. Sta tement showing sources and utilisation of funds of NINL as per the IDBI revised project 
appraisal (February 2001) 

Sources 

(a) Equity 
(i) Core promoters (A) 
MMTC 
lPICOL 
ME CON 
(ii) From others (B) 
CDC 
LGC 
(iii) Unsecured loan from MMTC 
(C) 
Sub-total 
(Promoter's contribution) 
(A+B+C) 
(iv) Private placement/ Public 
issue/ equipment supplier 
Total equity (D) 

(b) Debt 
Rupee loan 
Foreign currency loan 
Total debt (E) 
Total (l)+E) 

' I 'OGP- MP- PTS (A.-G.) 13- 950-16-1-200Z 

Rupees in 
crore 

150.00 
73.00 

5.00 

0 
0 

50.00 

278.00 

277.00 

555.00 

848.00 
121.00 
969.00 

1524.00 

Utilisation Rupees in 
crore 

(a) Land and site development 41.70 
. (b) Buildings 211.70 
(c) Plant and machinery 
(i) Imported 194.60 
(ii) Indigenous 454.40 
(d) Misc. fixed assets 188.80 
(e) Tech. know-how fees 60.60 
(f) Training fees 1.30 
(g) ·Preliminary and pre-operative 307.50 
expenses 
(h) Provision for contingency 37.00 

(i) Security deposit to OSEB 5.90 

G) Margin money for working 20.50 
Capital 

' 

1524.00 
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