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INTRODUCI10N 

L the Chairman, Committee on Public Undertakings, baving been 
authorised by the Committee to present the Report on their behalf, present 
this Forty-fourth Report on the Fertilisers and Chemicals, Travancore Ltd. 

2. This Report is based on the examination of the working of the Ferti-
liser~ and Chemicals, Travancore Ltd. upto the year ending 31 st March, 
1968. 

3. The Committee visited the projects of the Company from the 5th to 
7th October, 1968. The Committee toot evidence of the representatives 
of the Fertilisers and Chemicals, Travancore Ltd. on the 29th and 30th 
January, 1969 and of the Ministry of Petroleum and Cherrrlcals and Mmes 
and Metals (Department of Chemicals) on the 18th February, 1969. 

4. The mat('rial relating to the Fertilisers and Chemicals, Travancore 
Ltd., was processed at various stages by the Study Group I of the Committee. 

S. The keport was adopted by the Committee on the 11th April, 1969. 

6. The Committee wish to express tbeir thanks to the officers of the 
Ministry of Petroleum and Chemicali- and Mines and Metals (Department 
.of Chemicals) and the Fertilisers and Chemicals, Travancore Limited for 
placing before them most· of the material and information that they wanted 
in connection with their examination. They also wish to express their thanks 
to the nOD-official organisations/individuals who, on request from the Com-
mittee, furnished their views on the working of the Fertilisers and 
a.emicak, Traveucore Ltd. 

NBW DEun; 
April 18" 1969 
chtiitrQ 28, 1::-;;8=9-:;--l(;-:;;S~) 

O. S. DHILLON, 
Cha;rn4an. 

COmmittee on ruhUr Tlntkrtalcin,s. 
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INTRODUcrORY 

The Fertilisers and Chemicals, Travancore Ltd. (FACl) was ineocpo--
rated on 22nd September, 1943 with the Government of the then Travan-
core State as a substantial shareholder. Messrs. Seshasayee Brothers (Tra-
vancore) Ltd. were appointed as Managing Agents. 

1.2. The construction of the factory started at Udyogamandal 011· 

14th August, 1944. The. overall responsibility for construction and com-
missioning of the plant was entrusted to MIs. International CorporatiOD 
of U.S.A. The plant went into commercial production on Ist August, 
1948. The annual capacity of the plant was approximately 4,400 tonnes 
of ammonium sulphate. 

Expansion Programmes. 

J .3. Soon after the construction of the plant for the production of 
ammonium sulphate, the Company took up its first expansion programme 
for the manufacture of superphosphate. By September 1950, two 75-tOD 
sulphuric acid plants and one ISO-ton superphosphate plant were commis-
sioned, the annual capacities being 40,000 tons of sulphuric acid and 44,000 
tons of superphosphate. 

1.4. With the advent of the First Five Year Plan and th~ setting up 
of a giant fertiliser plant at Sindri with a capacity of 3 Iakh tonnes of 
ammonium sulphate compared to FAcrs 44,000 tonnes, the Company 
thouJ!ht of further expansion and diversification in order to survive. 

1.5. The Company had embarked on a plan to manufacture caustic 
soda. But because of financial difficulties faced by the Company the State 
Government formed a new company called "The Travancore-CochiD 
Chemicals Ltd.", (T.C.C.) with FACT carrying as equity Rs. 2~ lakhl 
which it had spent on this project. 

1.6. When the T.C.C. went into pr~uction it generated brge qunntitiel 
of hydrochloric acid as by-product. FACT decided to put up an Ammo-
nium Chloride Plant to flbsorb this bY-'p'roduct. At that time ammonium 
chloride was nol heinl! produced in the country. This ohnt was comma-
siooeJ cn 4th June, 1955, with 3n annual capacity of 8,000 t~nne •. 

'.'~. 
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1.7. A Committee appointed by the Board of Directors suggeskd 
lunber tllpamiuo of the Company in two stages. The first Slage of S:llpan-
Iioo iov(,)lviog an outlay of Rs. 3 crore. c.:mtem'ptated the doubling of 
JlJlroFo capa.:ity and the introduction of a new compound iertiliser caUed 
ammonium phosphate (16:20 grade). An electrolytic hydrogen plant to 
lupply enough bydrogen to make 40 toos of ammonia a day was also set 
up al pan of this programme. This 'plant which required 21,000 KWY 
of electric power, however, turned out to be a white elephant later and 
five, oul of its 8 cells, were sold to Nangal Fertiliser Factory in November, 
1965. The second stage of expansion c~sting Rs. 2 crore aimed at replac-
ln, the u!llque but uneconomic firewood process with tbe modem oil-
psitkation process and increasing nitrog~n ca'pacity to 30.000 tons per 
annum. 1his expansion was completed in December, 1962. 

1.S. In the meantime on 15tb August, 1960 the Managing Ag('n~ 
agreement expired in accordance with the Indian Compa!liM Act and tbe 
Government of Kerala. the major shareholder, took over (he responsibility 
lor the management of tbe Company through a Board of Directors. Soon 
afterwards, Ii substantial expansion programme was drawn up involving a 
capital outlay of Rs. 12 croces in order to raise the capacity to 70,000 
wanes of nitfJgcn and 33,500 tonnes olP ~O,. 

l.~. ta July. 1963, the Central Government acquired majority of shares 
of the Company. Three con.\iderations were stated to have inftuenced the 
'Centra) Oovernment to take this decision. The fint was that the Govern-
ment had stood as a guarantor for the Joan of Rs. 3 crores granted to 
FACf (or its Secoad Stage ExpansioD by the I.F.C. Secondly. the Central 
<JovcmmeDt bad apprmed the Third Stage Bxpausion at a cost of about 
RI. 12 crores. The Compuy was ill difficulties about financing this 
upiMion and I request was .. to the Central Gavel ament both by 
XeraJa State Government aDd the Company for finaDclaJ assistanc:e. 
TbItcDy. there WII • ,aaeraJ c:onsideradoll that large factories for the ~ 
duc:tkm of mtfOttCDOUS fertilizen slIoIld preferably be under the control 
01 the Central 00venuMaI. 

1.10. The Ceatrat Ooverameat siDce acquiriDg the majority abares ia 
JalJ, JM3 ...... die CompIDJ. 

1. J J. Fnr 1he parpoae ct this Report the Committee DYe examioed the 
wortlDl of tbia Compaa, 0DIy after it became • Cmtral Oovernuaeal 
~ 
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CONSTRUCTION AND COMMISSIONING 

A. Third Stage ExpaasiOD 

Soon after the Government of Kerala took over the responsibility of 
managing tbe Company on the expiry of the Managing Agency Agreement 
on the 15tb August, 1960, the Company took up a substantial expansion 
programme involving an outlay of Rs. 12 crores. This expansion called 
the Third Stage Expansion involved the installation of: 

(i) An Oil Gasification plant to give enough hydrogen to produce 
140-MT Iday of ammonia. 

(ii) A Tonnage Oxygen plant producing enough nitrogen to produce 
140-MT / day of ammonia. 

(iii) A 450-MT I day Sulphuric Acid Plant. 
(iv) A 300-MT Iday Ammonium Sulphate Plant based on by-pro-

duct gypsum. 
(v) A 300-MT Iday Ammonium, Phosphate Plant. 
(vi) A lOO-MT/day PsO, Phosphoric Acid Plant. 

2.2. The Third Stage Expansion aimed at raising the capacity of the 
plant to 70.000 tonnes of fixed nitrogen and 33,000 toODes of p. OJ 
the end producta being:-

AmmOrium Sulphate 
Ammo"jum PbOIphate (16:20) 

Super Pb<'lphate 
AmmOrjum Ol!oride 

NPK Misttons 

1.00,000 tonr\eI 
135.000 tctnntS 

44.000 tonnea 
25.000 tannel 

350,000 tonn. 

2.3. The GovermJlWt of IDdillIIlWontd ~ Third S~age ~ iD 
Jamuary, 1962. The import liceacea for all the main plants were nceiwd 
by 30th AIIJOIl" 1962. In the normal course the Third Stase EspnuIoa 
Scheme should have been completed in 30 mouths after receipt of import 

3 
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Iiaaun i.e. by the 1st quarter of 196,). Altbouab the erection of tile-
planlJ had Pfogessed accordin, to schedule the plauts weat into COIDIDCf-
cW produaion only in October, 1966 i.e. after a delay of about Ii ycan. 

2.4. The Committee eDquired into the J'C8SODI !oJ the delay in tho 
commiu.ioDing of these plants. They were iDf:mned that the JCerala 
Statel:.lec:triclty Board imposed a severe power cut with effect from lit 
April to 26th June, 1964. Again there were drastic power cuts COmmeDC-
In. from 15th March, 1965 to 31st July, 1965 and from 17th November, 
1965 to 18th June, 1966. Durin& these periods it became impossible to 
work even the existing plants. From February to April. 1966, the cut 
... 100 rn etDt. There was thus DO possibility of any ~ bein, 
made available for commissioning the new1y constructed plants tiD Jato 
1~. , 

2.5. The malD power )1rojec:t baled on which tho Third Stag: &paa-
IIoa VlU expected to be commissioned was the Sbolayu Proje..'t. The 
Keraia Stlte Ekctricity Board continued to postpooe the commissioDin, 
of this projed from July/Aupst, 1964 to October, 1965 and later on to 
Jllty. 1966. Even in July, 1966 this project was Dot :cady. Power was 
drawn for trilll runs and commissioning of the Third Stage Plant. from the 
Sabarigiri Project, in which one set of generators bad started working. 

2.6. The delay in commlssionin. of the plants resulted in a lou of 
production worth about Rs. 6 c:rores. Interest payment also lncreaacd on 
lCCOunt of thi5 delay by Rs. 83 laths. 

2. 7. The Committee enquired whether before taking U'J1 the expmdJD 
programme FAn' satisfied itself that the Kerala State Electricity Board 
would be able to supply tbe required power, They were informed that 
in June. 196 J • FACT hud written to the Kenla State Electricity Board 
(KSER) and the State Government indicating that in tbe Third Five Year 
Plnn it pmposed to raise nitrogen capacity from 32.500 to 10000 ton~ per 
)'ear nnd that tentative additional power requirements would be 11,000' 
KW, This was to he phased as foDows:-

From AprO. 1964 
From August. 1964 
From Decembn, 1964 

+1500 KW. 
+3000KW 

+12,500 KW 

+17,000 KW 

2.A. Tn Au!!U!:t. 1961 KSFTJ indicated th'!t they exT'eCled their Shola-
yu and Sabarlgiri (2 units) Frojects to go into operation by tho ead of 
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1964 and that they would be able to meet the above requirements. The 
KeraJa Government aJso wrote to FACI' that the tariff br the above would 
be Rs. 145 per KW and Rs. 155 per KW per year for 10 years for 
power taken at 110 KW and 66 KW respectively. 

2.9. In Jun~ 1962 FACT again wrote to KSEB informing that it had 
signed agreemcrt, for supply of plant etc., for the Third Stage Expansion 
and that the requirements of additional power would be 19.000 KW 
tcheduled as IoDows:-

From July I August, 1964 
From November/December, 1964 
From 1st quarter of 1965. 

+2,500 KW 
+11.000 KW 
+5,500 KW 

+19.000 KW 

2.10. In September, 1962. KSEB wrote that it would not be possible 
to Jrlve the additional power from July / Au~ust, 1964 as their SholaY8r Pro-
ject would generate only from the end of ] 964, but that it should b~ possible 
to give the additional power from the end of 1964 "subject to thl" condition 
that Sholayar station wac; commissioned bv that time." 

2.11. In June, 1965, the schedule of drawal of additional power was 
reYised to begin from August, 1965, fun requirement being Jrawn from 
October, 1965. KSEB then replied that as the Sholayar Project was 
delayed it would be impossible to keep to this schedule and t,'tat Iht!y 
would be able to meet FACT's requirements only after July. 1966. 
FACT sUl!gested in AUl!Ust. 1965 that in order to prove the new phnts 
and to do the test runs guaranteed, it would need an additional 5.000 
KW immediately. KSEB replied that due to shortage of water storal!c in 
the reservoirs feeding the hydel stations, even this would not be possible. 

2.12. The Committee were also infanned that when the Kerala power 
projects were delayed and tho! situation wo~ened in t 962 an assessment 
was made whether it would be worthwhile to set up FACT'~ O9.n 'Vower 
station. The setting up of a power plant would have taken at least 30 
to 36 months. Further, with the Third Stage EXp3m:ion under imf)lemen-
tation, power requirements were estimated at 50.000 JeW. To put up 
a thermal plant capable of producin~ SO MW of power. the cost elltimated 
at that time was about Rs. 12 crores. The cost of eeneration of electric 
power from that plant was also as9CSsed at between t 1 and 12 pqi~(! ~ 
unIt as against a cost of less than 2 paise per unit from the Kerala power 
grid. It was Dot possible for FACT to consider the in!ltanation of such 
a plant not only because of the heavy investment involved but also due 
to heavy cost of power generation. Power at 11 to 12 paise f)er unit would 
DOt have given any advantage to it. It was, therefore, considered be!!t 
to get power from the Kerala hydro-electric grid. 
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2.13. The Committee were, however, informed by the Managing. 
Director, OOriDg evidence that in order to help the KeraJa State Electricity 
Jrid to stabilise itself it was proposed by FACT that a lOO-MW thermal 
ltalion should be set up at Cochin. This proposal was moved 
about eight years ago. But neither the State Government nor the Central 
Government took U'p this matter seriously. On account (Ii constant repre-
IeDtationa from the industry, the Government of India ultimately agreed 
to sanction a SS-MW thermal station. It was hoped that the State Govern-
ment would take advantage of the sanction and proceed with the work. 
On the requeRt of the State Government, FACT had also earmarked about 
SO acres of land aL Cochill for such a station. But no further progress had 
been made since then. The industries in the region were constantly 
reminding the State Government and the KSEB of the need for this station. 

2.14. The Secretary of the Ministry of Petroleum & Chemicals also 
stated, during evidence, before the Committee that the Central Government 
had strongly pressed for a thermal power station. The Ministry were even 
prepared to make petroleum fuel available for setting up this plant from 
tile Cochin Refineries. 

2.15. On the other hand it is noticed that when the Committee on 
Public Undertakings examined in 1965 the working of the state owned 
Public Undertakings in Kerala. the Chief Secretary of the State Govern-
ment stated in his evidence before the Committee that the minimum re-
quirement of the State was a lOO-MW thermal plant and if this was not 
installed it might create serious difficulties as were being experienced at 
present when the monsoon failed. 

2.16. The Committee were also then informed that the State Govern-
ment had prepared a scheme for the installation of a l00-MW thermal 
power station in the Cochin area using furnace oil available from the 
Cochin Refinery. A technical Committee of the Planuin!! Commission and 
the Central Water and Power Commission of the Government of India 
examined this proposal and rejected it. KSEB had by then prepared 
another proposal for the establishment of a 3O-MW station initially 
foHewed by a So-MW station later. The scheme had been sent to the 
Government of India for approval. (para 44 of 27th Report of Committee 
on Pu\>lic Undertakings). 

2.17 ~ The Committee are Dot happy over tbk state of affairs. It is 
strn~ that wtdIe carliH.the Sbte Government was allxioos to have a 100-
MW thermal power mtfoa, the sdteme was Mt Alt1lftJ,ed b, tile CentnIJ 
{"yOvernment. Now that the emtrat Go""'l'ftment has approved the instal-
lation of a 55-MW thermal power station, the State Govemmeat does not 
appear to IJ.e keen to set it up. The result ~ that the a~ of steady 
pcnve:r ~!lIY hu ".ent" attened tbe iRdustries in the ~n tnduding 
FACT. The Committee therefore desire daat die Central Government 
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sbo~1d a~vely pursue the question of early installation of a thermal power-
station with the State Government. The Committee hope that the State 
Gove1'lllDellt would take necessary steps to set up the tberemal power piant 
even at this belated stale ~ that the C(K.'hin based industries do not bave 
to depend on the vupries of nature. 

2.1S. The Committee also feel that the Third Stage EXpansion was iII--
timed. FACT depended solely on the indication given by the Kerala State 
Electricity Board in August 1961, that they would be able to meet the 
ftquirements of power for the Third Stage Expansion without binding. 
KSEB thrOUgh an agreement for the supply of required power. But by 
1962 the possibility of supply of additional power had become doubtful 
and KSEB informed FACT that they would not be in a position to give 
additional power from July/August 1964 as desired by it. The supply of 
additional powe, even b} the end of 1964 was subject to the condition 
that Sholayar Station was commissioned by that time". Consider-· 
ing that the Kerala State Electricity Board had not been able to meet tile 
Company's requirements of power ever since the First Stage Expansion 
and that in 1962-63 itself FACT had suffered a loss in production worth 
Rs. 2.5 crores due to power cu~. the Committee feel that it shuuld have· 
examined carefully whether it was desirable to proceed further with its 
expansion programme unless tbere was assured power supply. Nor do the 
Central Government appear to have given proper consideration to this 
aspect before advancing money for tbe Third Stage Expansion. Had this 
been done FACT would not have faced tbe problem of keeping the plant 
and Machinery, erected under the Third Stage ExpilJlSion, idle for about 
U years result~ in unnecessary locking np of a capital of Rs. 12 crores 
besides additional expenditure on stall', interest charges, etc. 

2.19. The Committee have pointed out other instances also where the 
projects in the first instance or after expansion could not -be commissioned 
due to lack of power supply. The CommiUec suggest that no project or 
expansion of a project should be undertaken in future unless power supply 
is assured with a guBl'antee where it is to be supplied by another BUthority 

to the project. 
B. Fourth Stage Expansion 

2.20. Soon after the completion of the Third Stage Expansion, 
FACT took up a further expansion called the Fourth Stage Expansion. 
As to the justification for having further expansion, the Committee were 
informed that the electrolytic hydrogen plant erected by it 
under the Second Stage Expension contributed on!y towards 1/7th of the 
ammonit production but consumed over 21,000 KW of power. Because 
of difficulties of power it was considered advantageous to replace as m~ny 
of its units as possible. The Nangal Fertilizers factory of FCI was findmg 
it difficult to maintain full production as it did not have an adequate-
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.mainten.mce reserve. hve out of the eight cells were therefore dismanted 

.and tramterred to the Nanga! Unit jn November, 1965. The power require-
menta were thus reduced from 50,000 to 32,000 KW. But this also meant 
a reduction in the capacity to produce hydrogen. This had to be rectified. 

2.21. Further, FACT had some phosphoric acid to spare. The 
original intention was to use it for detergents as advised by DGTD; but 
later detergents were based on other material. The surplus phosphoric 
acid capacity therefore could 'be used for conversion into additional ammo-
nium phosphate. The 8QlD1ooium phosphate under manufacture at that 
time was 16: 20 grade. The market trends were for more and more high 

'ltade fertilisers. Ammonium phosphate 20:20 grade was quite a well 
bown fertiliser. It was, therefore, decided by FACT to have further 
expansion of the plant which was more or less a ratiooalisation programme. 
This involved the installation of a 120 tonnes a day ammonia plant based 
on naphtha and a 150 tonnes a day 20:20 grade ammonium phosphate 
plant. It also involved the upgrading of the existing 16.20 grade 
ammonium phosphate to 20:20. 

2.22. 1 he main features of the Fourth Stage Expansion project are :-

(i) Reduction of power requirements from 50,000 KWY to 32,000 
KWY. 

(Ii) Ammonia capacity will be raised from 235 Mf lday to 340 
MT lday. reducing cost of production. 

(iii) Ammonium phosphate quality will be improved from 16:20 to 
20:20. 

(iv) Annual N capacity wnt ~o up from 70,000 MT to 90,000 MT 
and P ,0 capacity from 33,SOO MT to 40,000 MT. 

(v) Annual turnover is expected to go up from Rs. 181'6 milliOll 
to RI. 213'2 minion. 

2.23. This programme involved a total investment of Rs. S crores. It 
.,... e:lpected to go into production by the end of 1969. 

2.24. 1be Committee ODCfund whether the progress of the expansion 
programme was according to schedule. They were informed '" FACf 
6at there were some delays at present due to the fonowing factors: 

(i) nme taken to get clearances from the DGTD for certain critical 
items like boilers and instruments. Although the application 
was made in February, 1967, clearances could be obtained 
only in December, 1967 and January, 1968. 



(ii) For an order placed for stainless steel plates and tubes with an 
Indian firm on 19-12-1967 the import licence is yet to be 
issued to the party by the State Trading Corporation. 

(iii) Foreign exchange to the tune of Rs. 25'04 lakhs required for 
imports is still to be released by the Government of India. 
The requirement was indicrated as early as 9-11-1966. The 
present position is that the Government have indicated that 
the amount is too small to be included in the Yen credit. 
Request had since been made to release it either from the 
UK credit or from free resources. 

2.25. The Committee were, however, informed during evidence by the 
Secretary of the Ministry that the delay in giving clearance by the DOTD 
was due to the fact that the items which F ACf wanted to import were 
those which were manufactured in the country. FACf did not make 
enquiries from th~ Indian fabricators before approaching the OGTD for 
clearance. The OGTD, therefore, wanted to be satisfied that the Indian 
fabricators could not meet the requirements. 

2.16. De CoaunIttee regret to note that the prescribed procedure of 
approaching the IocaJ ID8Dufaduren first was DOt followed by F ACI' 
before askiag the DGTD for dearance which resvfted in avoidable delay In 
die issue of au Import lkence. 

2.27. As regards delay in issue of impon licence for stainless steel 
plates and tubes by the STC., it was explained drat the STC had a trade 
agreement with Sweden for the import of materials on barter basis. The 
STC took time in arranging the supply on barter basis. This had, however, 
since been furalised. 

2.28. Explaining the reasons for the delay in releasing foreign exchange 
of Rs. 25 ·04 lakhs the Secretary of the Ministry stated that FACl 
originally wanted to procure these items from Japan and had asked 
Government to supply 'Yen' credit for the purpose. But this was not 
found practicable. It was therefore sUAAested that the equip-
ment should be obtained from either U.S.A., or a British source. The 
Government had now actually allocated British credit for this procurement. 
But as F ACf had not yet obtained the OOTD's clearance for 
imports, the actual orders had not been placed. He admitted that the case 
could have been handled more expeditiously and the delay of two years was 
a serious concern. 

2.29. The C(tlDDlittee are concerned onr the inordinate delays Ia this 
case. Not oaly there was delay on tile pan of the State Trading Corpo .... 
tion to issue baport IiceKe for steel pJaaes and tubes, but it bad aIJo fakea 
the Govemment more thaD two years '0 release foreign exdumge' of 
168 L.S.-2. 
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lb. 15' 04 Iakbs required for import 01 instruments, boUers etc. nis would 
aot only result in loss of production due to delay in commissiouing of the 
plaD. but abo avoidable draiD or foreign exchange for importiog the 
required fertilisers to meet the sbortaae. It was admitted by the Secretary 
of the Ministry during evidence that the case could have been handled 
IIIOre expeditiously on the "hole and the delay of two years was a matter 
lor serious concern. There bad also been some 'sHppage' in so far as 
dearanc:e from the indigenous angle was concerned with the result that 
even though the British credit had been allocated for the import, the actual 
orders had not been placed. The Committee desire that the matter should 
be looked into and action taken against tile delinquent officials. 

2.30. It appears th.'tt the procedure for release of foreign exchange also 
requires to be streamlined. 'The request f()r forei~n exchall2e should be 
balanced with the cost of imports needed to make good the loss of indigen-
ous production resulting from non-commi'iSioning of plant for want of some 
imported equipment. Such cases should therefore get top priority. The 
~sibRity of maki~ even (ree foreign exchange available to the public 
undertakings for a fixed period sbould also be consicrered to avoid such 
delays. 



III 

PRODUCTION 

A. Shortfall in production 

i 1. The present daily design capacities of various plants after the Third 
,,' :.gc Expansion as well as their annual capacities based on a stream factol' 
.A 330 days are shown below: 

----_._--
Daily de- Annual 

signcapa- design capa-
city (ton- city (ton-

nes) nes) 

Am:nonia plant 235 77,55° 
Ammonium Sulphan Plant }. 
Gypsum-33° 
N eutralisation-Z25 J 600 193, ')J:) 

SO Z recovery-45 

Ammonium ph Jsphate (16:20) 40:) 132,0):)-

Sulphuric acid 746 246,180 

Ammonium (bloride 75 24,750 

Superphosphate 135 44,551) 

Phosphoric acid (as p. 0,) 125 41,250 

3.2. The actual production of these plants has ho~ver been much lower 
than the design capacity. Although the plants erected under the Third 
Stage Expansion programme were completed in 1965, these could not be 

commissioned for a long time due to severe power shortage. In fact even 
the plants erected under the Second Stage Expansion also worked much 
'below the rated capacity due to power shortage, power interruptions, etc.-
After full power supply was resumed in Ju~, 1966, tM trial runs of the 
plants erected under the Third Stage Expansion were undertaken. The 
plants were commercially commissioned as from 15th October, 1966. Thus 

these plants worked for tun year only during 1967-68. This was also the 

11 
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year when there was no power cut. But even then tbe actual productioa 
during 1967-68 was as follows:-
- .... _-_._-
Name of Product Anr.ual Targets of production 

desig.l Initial eJti- Revised Revised Actual 
...... ~pacity mate estimate estimate produc-

I II tion 

J. Ammonia 71.550 70 ,000 60,359 45,000 44,210 

2. Sulphuric acid 246,180 185,000 169,910 125,000 120,117 

3. Ammonium 
sulphate 198,000 150,000 118,048 77,000 77,6991 

4. Ammonium 
phosphate 131 ,000 90,000 97,082 54,500 55,881 

5. Ammonium 
chloride ·!4, !5r) 12,000 11,015 5,650 "5,60% 

6. Superphosphate 44,55° 40,000 47,068 42,00,) 42,196 

3.3. The Committee enquired the reasons for the production at the-
plants being not only lower than the rated capacity but also lower than 
the original and revised targets fixed by FACT. They were informed 
that during the year there were 112 ,power interruptions/voltage drops. 
There was also sulphur shortage till July. 1967. 1bese together with the 
teething troubles of the new plants accounted for a loss of production of 
Rs. SOO lakhs. 

3.4. As regards the difficulties in solVing the problem of power 
interruptions, which according to FACT had existed since 1962-63, 
the Committee were informed during evidence that the power generation 
was at a central place and (rom there it was conveyed by high tension 
transmission to the sub-station. From the sub-station it was again trans-
mitted to the various plants. In the sub-station the equipment required 
were capacitators. potential transformers, current transformers and relays 
etc. Adequate quantity 0( tb~ CCfuipments, trained men and control 00 

tbe basis of modern electricity transmission methods must be there to 
control the power interruptions, etc. The seriousness of the situation was 
brought to the optice of the Government of Kerala in 1966-67. During 
the last one. year some work had been done to improve matters. The 
State Government appointed a one man commission at the instance of 
FACT to go into this questiott-r Seeing that the recommendations of 
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this Commission were not being implemented expeditiously, the matter was 
tak.:n up at the Ministry's level and it led to the appointment of a 
committee consisting of the representatives from KSEB and major con-

sumers like FACT and Cochin Refineries, who were to review the imple-
mentation of these recommendations. As a result of this committee's work 
there had been a noticeable improvement since July, 1968. There was 
better regulation at the sub-station and the frequency of power interruptions 

was reduced. But the problem was not fully solved as the main transmis· 
sion station at Kalamassery had not been equipped adequately to meet 
the requirements. Most of the equipments required for this sub-station 

took two to three years for procurement, whether they were to be obtained 
from abroad or in India. 

3.5. The Committee are concemed over the loss of production due to 
power interruptions. The fact tbat the steps taken during the last one 
year have resulted in reducing the power interruptions prove that tbe 
-difficulties in solving this problem are not insunnountable. It however, 
:appears that earlier neither the State Government realised the seriouslless 
of the situation nor was the matter actively punued with them either by 
FACT or the Central Government. Had this been done, the Committee 
·see no reason why it should not have been possible to solve this probiem 
.of power interruptions. 

3.6. While the power interruptions did affect the production of the 
plant, it does not explain fully the shortfall in production. The Ministry 
.of Petroleum and Chemicals appointed a study group in January 1968 
(called Sharnia Committee) to look into the working of FACI' with a view 
lio locate the reasons for shortfall in production and suggest measures for 
improving the out put and efficiencies. The study group submitted its 
Report in April, 1968. 

3.7. In its report, the Shprma Committee pointed out that the present 
daily design capacities of various plants as well as their annual capacities 
were based on a stream factor of 330 days. On the basis of experience 
related by the production and maintenance staff of the gasification and 

ammonia plants a test check was made to see if it was realistic to obtain 
an assumed stream efficiency of 330 days for these two basic plants on 
which the production of the entire factory depended. The Sharma 
Committe came to the conclusion that taking into consideration the 
anticipated losses in production due to power interruptions, and the jobs 

of regular nature, the probable stream efficienoy which could be achieved 
at ,re~nt was 294 days whi~h WQuid be equivalent to about 69,000 tonnes 
of ammonia per year. The efficiency could be improved to ~1' days ~r 
year after certain modifications proposed in the report were carried out. 
This would bring the annual production capacity to about 74,500 tonnes. 
Calculations indicating how these efficiencies had beep derived at by the 
Sharma Committee are given in Annexure I. 
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3.8. The Committee enquired the reasons for the actual production of 
ammonia in 1967-68 being only 44,210 tonnes as against 69,000 tonnes. 
estimated by the Sharma Committee under the present circumstances. 

They were informed during evidence by the Managing Director as. 
follows : 

"You cannot achieve it if you don't have steady power supply_ 
If you have 112 or 120 interruptions you lose 60 days' pro-
duction. At this rate, you will never be able to achieve it~ 
the total production will only be 230 days production. We 
have 235 tonnes a day capacity for the ammonia plant. 

You may attain this under perfect conditions, but not with these 
interruptions. The plant is desiped to attain that and the 
annual production is worked out on the basis of stream days--
235 x 294; that is how 69,000 tonnes had been arrived at. 
But, our plant works only for 230 days or 225 days. This 
is the difference." 

"Based on the experience available at the time of preparing the 
report they (Sharma Committee) presumed that the total loss 
of production on account of power interruptions would be 
only 16 days. But our experience Shows that the total loss of 
production on account of that was about 65 days in 1967-68". 

3.9. In the face of be findings of an expert committee (Sharma 
Committee) wbkb also laduded an oftker of FAcr, and which submitted 
hs report wben aduaIs for 11 months for the year 1967-68 were available,. 
the COIIUDittee find It _cult to ac:cept the coatention of tile Management 
that the loss of production in ammonia plant due to power interl'llptiolls 
was to the uteut of 65 days production as against 16 days assessed by 
the Sharma Committee. The Committee have BOt been informed of any 
fresh fads which have come to the notice of (be Ma.gement on tile basis 
of which h had come to a diftereat conclusion than tbat readied by ~ 
Sbarma CommiHee. As pointed out by the Committee ill subseqnent 
pans of this Report there were several operatioaaI deficiencies like high 
CODMRpdon of nw materials, Jarae down-time of plant and machinery,. 
absence of proper co-ordinated maintenance 01 aD the pIaots, etc. wbldt 
aleeted prodactIon in the plant. The C~ therefore, cIedre that 
IDstead 01 expIaiaiDg away the sIaortfaIl in procIudioa in refereace to power 
IDterrupdons alone, proper remedial IbdISUI"eS sIIonId be taken by the-
MIaIpaaeat to Iaaproft productioa Mel adlieve tile nted capadty. 

B. EDlergeacy Oxygea SysCeID 

3.10. Even with regard to power interruptions the Sharma Committee 
pointed out that the· frequency of shut downs due to power interruptiom 
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could be brought down in the gas and ammonia plants if the emergency 
liquid oxygen system was commissioned and turbo-alternator set for 
emergency power was kept in continuous operation. However, liquid 
oxygen storage and its distribution system were not working at all and 
were responsible for frequent stoppages of the gasification plant on account 
of oxygen shortage during power interruptions. The Sharma Committee 
recommended that as power interruptions/fluctuations were of frequent 
occurrence, proper operation of this system would reduce the down time 
considerably. 

3.11. The Committee asked the reasons for not keeping the emergency 
oxygen system in proper order. They were informed that this equipment 
was the first of its kind designed by the manufacturers for providing supply 
of oxygen in an emergency. The system was a complicated one involving 
the use of a high speed pump for the evaporation of liquid oxygen. When 
it was put into operation it was seen that this pump could not meet shut-
downs of the frequency faced at that time. Even when the plant was going 
through commissioning, this pump went out of order. This was early in 
1966. 

3.12. The inadequacy of the pump was referred to the manufacturers 
who prepared alternate designs. Finally they recommended a suitable 
alternate design, making use of a low pump rather than the fast one 
originally proposed. After their recommendations were received, F ACf 
moved the DGTD in June, 1968, for an import licence for the 
modifications. On pursuing the matter, the DGTD gave clearance stating 
that they had no ob j~ ;tion to the import of the pump if the motors, 
which are an integral part of the pump, were purchased indigenously. 
The foreign suppliers on the other hand indicated that the pumps without 
motors would not be tested by them before despatch and that they could 
not accept technical responsibility. The matter had nOw been taken up 
with the Ministry of Petroleum and Chemicals so that it could be settled 
at the Ministry's level. 

3.13. The Committee are DOt satisfied with this explanation. They 
find that the oxygen pump went out 01. order in early 1966. Considering 
the .... nomber of power intermptions which greatlyaftected prodnction, 
It was expected of the Management to take immediate steps to b .... g the 
plant into working order •. It, however, appears that steps were taken In 
this regard only after the Sbanna Committee bad pointed out the imperative 
need for it. The fllilure to keep .tbe oxygen pomp working during these 
years bas resulted in considerable loss of production. The CommiUee 
frust that steps would DOW be taken' to couunission ~ Jlh!nt and keep. 
It in worldaK order. 
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C. Idle PI.- and Maddllery 

3.14. Another factor which has affected production is high percentage 
of idle plant and machinery. According to the Sharma Committee the 
probable stream efficiency which could be achieved at present was 294 
days i.e. 7056 hours. The Committee were, however, informed that the 
machine hours.vail~le in each plant during 1967-68, after deducting the' 
hours lost <lue to th~ prime causes such as power cuts, power interrup-

tions, salinity, raw material shortage and labour unrest etc. were only 
6104. 

3.15. It is significant to note that even after deducting the hours lost 
due to these prime causes, the number of hours for which various plants 
worked during 1967-68 was much less than the machine hours available 
as shown below: ' 

--.-~-. --~---

Availabl~ Machine Utilised Idle 
Hrs. Machine Machine 

Hrs. Hrs. 

Ammonium Chloride 6104 2604 3500 
Phosphate 6104 2304 3800 
Phosphoric Ad J 6104 3304 2800 
Sulphuric Acid 6104 2504 3600 
Sulphate 6104 5864 240 
Ammonia 6104 3404 2700 
T01DOX 6104 5144 9'50 
Oil Gl;ificatio:1 6104 3812 2.2.92 
El~ctrolytic Plant 6104 5144 9'50 
Fine Chemic:t1s 6104 4904 1'::00 

3.16. It would be seen from the above statement that some of the 
plants remained idle for more than 50 per cent of the available machine 

hours in 1967-68 even after excluding hours lost due to prime causes. It 
was also noticed that the shut down of the plants for preventive main-
teaance was for 220S hours only while the plants were shut down for 
19841 hours in 1967-68 due to unexpected break down and accidents as 
against 10952 hours in 19~7. 

3.17. The Committee were informed that the shutdowns were not due to 
defClds in design or due to use of sub-standard materials. The 
reasons for major breakdowns beina higher could only be successiVf' 
shocks taken by units during power interruptions. 
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3.18. It is conceded that the power interruptions cause some damage 
-to the plant. But it is difficult to agree that they caused slintdowns to the 
-extent of 19847 bours in 1967-68. The Committee were assured that the 
sbut downs were not due to defects in design or use of sub-standard 
material for the plant. In that case the Committee feel that the break. 
downs could have been avoided to a large extent by proper maiDtenance 
of tbe plant. As pointed out by the two technical committees, there were 
deficiencies in the maintenance - of the plants. FACT's Auditors 
have also pointed out tbat the general maintenance of the machinery had 
not been' up to the mark and that it needed closer attention to avoid 
frequent break downs. Tbe Committee expecttbat in future proper 
attention will be paid by the Management for maintenance of the Plant. 

3.19. The Committee were informed that on the suggestion of the 
Sharma Committee certain reorganisation had been done. Maintenance 
was brought under a Chief Mechanical Engineer. One post of Superin-
tendent, Preventive Maintenance was created to look after the maintenance 
as well as lubrication, inventory control, fixing levels of common spares, 
etc. Action was also being taken to provide additional personnel in the 
Mechanical Maintenance Department based on the study conducted by the 
Industrial Engineering Department. 

3.20. The Committee trust tbat with tbe reorganisation of tbe main-
tenance department, greater attention will be paid to maintenance. It 
needs no emphasis tbat continuous production depends to a large eldent 
i)n tbe attention paid to the maintenance of equipment acoording to a 
properly planned and co-ordinated schedule. The Committee expect tbat 
this aspect will be given its due weight by the Management in future. 

D. Cost of Production 
3.21. The following table shows the Details Project Report estimates, 

standard cost fixed by the Management, actual cost of production and the 
5elIing price for various products during 1966-67 and 1967-68:-

DPR Sta'ld ud Actual Selling S<:andard Actual Sellhg 
E~tim1te cost cost price co:;t CO;t price 

R -. R~. R~. Rs. R1. R'I. Rs. 
[. Amm1nium 
su1phlt~ 25S- 85 ~I4 32 410 -05 368·38 311' 58 493·0.~ 439'3~ 

2. Amm:->n-
iumphos-
phate 416 .52 386 .34 608'71 

3. Super 
680 78 544'S3 761:64 789'78 
267.89 268·41 358.66 phosphate 174·75 201·20 249.23 ~91·97 

4. Ammon-
ium chlo-
ride 350 '68 243. 28 646.21 566'49 345"33 590 ·7Q 756 '05 
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3.22. The Committee enquired the reasons for the cost of productioll 
being hisher than tbe DPR estimates, standard cost and in some case~ 
even bigher than the seUing price. They were informed that the DPR 
estimates were only from the Second Stage Expansion. When the Third 
Stage plants were commissioned, they had to prescribe certain guideline~ 
to control production cost in the plants. Therefore the standard cost was 
ful:ed in 1966. AS there were no attainable figures at that time they took. 
up the design figures as standard cost. The actual cost of production had 
always been 'higher than the cost originally indicated as the latter was 
worked out on the basis of optimum production while the actual production 
was only SO per cent to 60 per cent of the rated capacity. The fixed charges 
had to be distributed over the quantity produced resulting in higher cost 
ot production. 

3.23. As regards the cost of production being even higher than the 
seUing price it was stated that the selling price had to be fixed according 
to the market conditions. In the case of ammonium chloride, the selling. 
price could not be raised because the competition with imported ammonium 
chloride was such that if they had raised the price it would have beeD 
difficult to make sales. During 1967-68 they had been able to esl'a'blisb 
cost of production for ammonium chloride lower tban the selling price. 

3.24. As for the ammonium sulphate, it was explained tbat at present 
the Government were importing large quantities of fertilisers in the form of 
ammonium sulphate, di-ammonium phosphate and urea. In fixing the 
maximum retail price for the imported fertilisers, the Government normally 
took into account the landed cost and added a certain freight element for 
equalisation. But there was a certain element of dumping in regard t<> 
imported fertilizers. These fertilizers were being imported into the country 
at a much lesser price than the price charged in their own countries. The 
matter had been taken up with the Ministry of Petroleum and Chemicals. 
and the Ministry of Food and Agriculture requesting them that the price 
of the imported fertilisers should be fixed on a realistic basis taking int<> 
consideration the cost of production of indigenous manufacturers. 

3.25. The Managing Director however, admitted during evidence that 
at present there was no control over the prices and there were two prices 
operating for ammonium gulphate. The consumers who got imported stock 
got it at the price fixed by the Government. On the other hand, the agents 
for manufacturers were selling it at the price fixed by the manufacturers. 

3.26. The Committee noticed that ODe of the reasons for high cost of 
productinn was heavy incidence of factory over-beads and administrative 
expenses. For instal1\e, during tile quarter October-December, 1968, the 

proportionate producnon for aD the proaucts was gene raDy nigher th:n' 
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the revised budget estimates. In the case of ammonium sulphat~ it was: 
even higher than the original estimates. But even then, the factory over-· 
heads and administrative expenses were much higher as compared to the 

standard cost fixed by the Management itself for the year 1968-69. 
3.27. The Committee view with concern the high cost of production. 

at FACT. As pointed out in para above one of the reasou for high cost 
of production is the heavy incidence of factory overheads and admioistra-
five expenses which are much higher than the standard cost &xed by tbe-' 
Management. The CoJJUDittee feel that there is an imperative need for' 
analysing the reasons for high cost of production and for taking effective' 
steps to bring it down. 

3.28. The Committee also feel that if the standard costs &xed by 
FACT are to senre any purpose, the reasons for variation between G!e' 
actual cost of production and the standard cost &xed for each item should, 
be reviewed periodkally with a view to locating the causes therefor and. 
to take prompt remedial JDe861II'eS." 

3.29. In this connection the Committee enquired as to how did the cost 
of production of various products of FACT compare with the cost of 
similar products at other factories in public sector. The Managing Director' 
stated during evidence that the Fertiliser Corporation of India had. 
published the figures only in terms of the total cost and not for individual: 
plants separately. 

3.30. Asked whether there was no machinery for the exchange of 
know-how between similar public undertakings on various 'aspects like-
selling prices, cost of production, etc.. the Managing Director stated that 
there was no such machinery. He also pointed out that within the same-
station like Bangalore or Cochin, there were a number of units coming. 
under four or five Administrative Ministries. Very often the directions. 
received from the Ministry in regard to the same problem differed .. 
Therefore, a suggestion was made that there should be a sort of standing-
conference for senior men of the public undertakings to get together and, 
exchoange ideas on various aspects such as personnel, industrial relations,. 
production, costs, maintenance problems, etc. This was, however, not 
agreed to by the Government. 

3.31. The Committee were, however, informed by the Secretary of the-
Ministry during evidence that they had provided for common directors 
between FACI' and F.e.l. The Managing Director of FACT was a member 
of the Board of F.C.I.· The Chairman of F.C.I. was also a member of the' 
Board of FACT. He, therefore, thought that there was no difficulty in-
exchange of information. As a Director of F.C'!. for so many years, the-

·At the time of factual verification the Committee were informed thaI' 
the Managing Director of FACT was a Director on the Board of F.C'! 
until 1963. The Chairman of the F.C.I., however, continues to be on the-
Board of FACT. 
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Managing Director, FACT, was entitled to ask for the required information. 
The industry itself organised a large number of study groups, seminars for 
study of marketing, production problems and labour relations. Further, 
the Ministry had its own organisation for collecting information on problems 
of production, maintenance, agronomy, labour relations. The Ministry had 

a fertiliser project unit. It was in receipt of information from all the public 
sector enterprises through monthly reports, etc. 

3.32. The Committee were also informed that in certain places, like 
Bangalore and Cochin,· where there were a large number of public 
enterprises, local committees of the public undertakings had been set up 
for the purpose of coordination and co-relation in respect of labour matters 
and other problems of administration. 

3.33. Tbe CommIttee feel tIIat it would be useful for a public 
eadertaklng to baYe comparative figures from other 'undertakings in die 
ame ladustry about various aspects of their working like consumption of 
raw materials, cost of proktIon, overhead expenses, marketing expendi-
ture, etc. TbIs wouM enable them to make a comparative study and to 
take proper remedial measures Ia cases where any deficiencies were noticed. 
As stated by the Seeretuy 01 the Mbaistry, during evidence before the 
Comaittee, there should be DO dlfticulty in a public undertaJdng getting 
such information from another sister concern. If need be, the adminis-
,trative MinIstry concerned, could be approached for this purpose. 

3.34. The Committee also feel that the project units in the 
administrative Minbtries should make comparative studies 01 important 

aspects of the working of different units in tbe publlc sedor in the same 
ladustry to locate araw of weaknesses. These could then be brought to 
the notice of the undertakings c:oncerned for corrective action. 
---------,----- ------ -----

-At the time of factual veil iClti.n FACT hform:J the Committee that there was 
DO suc.'l Committee i 1 Cochb. 
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MARKETING 

A.O~ 

4.1. FACT has set up a separate Division for looting after the 
marketing of its 'products. The Marketing Manager is the head of the-
Marketing Division. 

4.2. There are two departments for ihandling the sales viz. the Sales 
Department (Chemicals) and the Fertilizer Department. 

4.3. The Sales Department (Chemicals) deals with marketing of sucb 
chemical products as anhydrous ammonia, sulphur dioxide, ammonium 
chloride, sulphuric acid, sodium fluoride etc. There is a Sales Manager 
incharge of chemicals department who is assisted by a Sales Officer and 
the required office staff. 

4.4. Ammonium chloride distribution is handled by a number of agents 
appointed for the purpose in all important towns of the country. FACT 
has agents for sale of sulphuric acid in Kerala, Madras, Mysore 
and Andhra Pradesh through whom orders are routed. Anhydrous ammonia 
is supplied direct to bulk consuming industries; small users "\re supplied 
through a few major dealers, who have distribution points in all major 
cities. Other chemical products are supplied to the consuming industries 
direct. 

4.5. In order to look after the sales activity in respect of chemicals in 
the important sectors, FAcr has a regional Sales Manager stationed 
in Delhi to cover the whole of North India. A Sales Officer in Bombay 
coordinates with Fertiliser Corporation of India in distribution of ammonia 
supplied by them as also to supervise chemical sales in Bombay. A Sales 
Officer in the Madras Area Office looks after chemical sales in the Madras 
City. 

Fertiliser Department: 

4.6. The sale of fertilisers is the major task of the Marketing orgaru:;a-
tion. For fertilisers, FACT has a fairly decentralised organisation. 
At the Head Office under a joint Marketing Manager, bulk sales to the 
fertiliser mixing units, industrial consumers and plantations are organise.i~ 

21 
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For pu1'J'C*S of administration, FACT's marketing area,-the fOUl 
:SOuthern States-is divided into areas, each under an Area Manager, 

an area being generally a State. Each area is divided into regions with 
.Regional offices headed by Regional Managers, who control the sales acti-
vities in the districts allocated to their charge. l1he'j are further assisted 
'by Sales Officers, Marketing 0fIicers, etc· Agronomy Services including 
'soR testing are rendered by Agronomists attached to each Area functioning 
Glder the technical guidanc'! of the Chief Agronomist in the Head Office. 

4.7. For distribution of fertilisers FACf has its own Central 
Depots as well the Depots managed by private parties. In Kerala, barring 
-the 13 Central Depots still left in the hands of private agents, FACT 
runs the remaining 4S Central Depots direct. In Madras. Mysore and 
Andhril Pradesh distribution is mostly done through wholesale agents. The 
number of Central Depoh managed by it is 23 in Madras and 13 in 

.Andhra State. It has been stated that these are to provide to the farmers 
a model for prices. quality, etc. Godowns for keeping buffer stocks are 

tmaintained at strategic points. 

4.8. FACT has also taken several steps for sales promotion. These 
dncJude: 

(a) Demonstration plots for various types of soils; 
(b) Seminars and study classes; 
(c) Propaganda through films; 
(d) Planned advertisement campaign; 
(e) Fairs and Exhibitions on a wide scale; 
(f) Fertiliser festivals; 
(g) Soil testing facilities; 
(h) Wide marketing net work so that a farmer does not have to 

ao more than four Kms; 
(i) After-sales service through agronomists and field officen; 
(j) Direct mail contacts; and 
(k) A regular follow-up. 

FACT Marketing Division has thus been developed to function as a 
'Sales~um-service organisation. 

. 4.9. The total muketing expenditure incurred by FACf inoreased 
from Rs. 80.25 lakhs in 1964-65 to Rs. 186.97 laths in 1967-68. 

1bis worked out to an average of Rs. 67 per tonne of sales in 1967-68 
.as against Rs. 49 per tonne in 1964-65. However because of large increase 
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in selling price of fertilisers the percentage of expenditure to sales came 
odown fronl 12.88 per cent in 1964-65 to 12.37 per cent in 1967-68. 

4.10. The following statement shows the details of marketing expendi-
~ure during four years and the percentage increase for each item every 
.year as compared to the previous year:-

-------------
1965-66 

" SEllaries 
:2 .Rent/Hire 
:3 RItes/Taxes 
-4 Postage! 

6'75 . 9'61 +42 % 
5'45 ' 6'13 +12% 
1'3 1 1'75 +34% 

Telephones 1'00 
:s Printing! 

Stationery I 'IJ 

~ Travelling 
Allowances 2' 29 

7 Generd1 
Charges 2' 81 

18 Depreciation 0' 50 
'9 Ins1JlllJWe 1 ' 44 
110 Commi-

2'25 

+58% 

3'65 +30% 
0'75 +60% 
1'87 +30% 

13'97 
5'95 
1'87 

Rupee; h lakh.s 

+45% 23'36 +67% 
+3% 9'09 +53% 
+5% 6'18 +230% 

+58% I '32 -32% 

+56% 5'21 -8% 

+115% 7'45 -5% 
+33% I' 17 +17% 
-19% 2'02 +33% 

ssion 17'29 20'83 +20% 3°'48 +46% 38'74 +27% 
II 1 Freight, 

hart1ling 35'60 37'88 +6%f 65'01 +72% 81'23 +25% 
til Ad lerti-

sement& 
Publicity 4'7° 5 '37 +14% 6'73 +25% 9'98 +48% 

80'25 94'96 144'43 186'98 
'Sales Value 623'16 62)'26 -1% 1°56'41 +69% 1511 '62 +45% 

FerO!r.t83c ef 
mark~hg 
-expenditure to 
:sales va'u~ B.g8 15.31 12·37 

4,11, It will be seen from the above table that there were large increases 
in establishment expenses such as salaries, rent and hire, travelling expen-
~,etc. The expenditure on salaries showed even more than proportion-
. ate . increase in the value of sales, 

4.12, Doring evidence, the Committee discussed the desirability of 
1lppOinting a sole selling agent for the marketing of fertilisers, The Manag· 
ing li>irecwr felt that if a sole selling agent was entrusted with the market-
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ing be could let down FACT auy time by not lifting the entire pro-
duction. Further, in South India it was a very competitive market. Edu-
cational programmes, sales promotion, fairs and exhibitions, seminars, study 
elanes, demonstration farms, etc. had to be set up which cost a lot of 
money. If that money bad to be spent by the sole selling agent, be would 
not have much profit in the whole bargain unless the prices were put up. 

Prices could not be increased bec:mse market determined the prices. In 
fertiliser trade all over the world even in countries like Germany and the-
United States, distribution was controlled by the producer himself. 

4.13. In this connection the Committee find that the Coromandel 
Fertilisers Ltd. has adopted the sole selling agency system. It has appoint-
ed E.I.D. Parry Ltd. as its principal selling agent which has 1500 distribu-· 
tors to handle Coromandel products. The total commission paid to them 
during 1967-68 was Rs. 28.28 lakhs. In addition a sum of Rs. 3.39 lakhs was. 
paid for expenditure incurred by them in respect of 'seeding programme~ 
11 promotional work to popularise Coromandel fertilisers among the 
farmers. The total amount paid by the Company to the sole sening agent 
was thus Rs. 31.67 lakhs or 2.8% of the total sales during the year. As-
against it, the expenditure incurred by FACT on commission to agents, 
persons employed for marketing and on advertising and pUblicity amount-
ed to Rs. 72.36 lak:bs which worked out to 4.8 % of the total sales in 1967-
68. 

4.14. The Committee also called for information about expenditure 
incurred by Fertiliser Corporation of India for marketing of their products. 
They were informed by F.C.I. that the sale of fertilisers produced by the-

factOries producing nitrogenous fertilisers was handled by the central 
fertilisers pool and the factories were paid retention prices to cover the 
ex-factory cost. However with the revision of the policy of the Govern-
ment of India allowing free sale of fertilisers by the manufacturers, the 
existing factories of F.C.1. i.e. Sindri, Nangal and Trombay were allowed 
to sell a portion of their production directly from October 1965. With 
effect from January. 1969, the pool had decided to allow the above factories 
to sell the entire production in the free market. Marketing activities as 
such became prominent only after the introduction of the free sale in the 
case of nitro~nous fertilisers from Octo'ber, 1965 and commissioning or 
the TromblY unit which produced a complex fertilizer, whlch was allowed 

to be marketed by the F.C.I. direct. 

4.1S. F. C. I. also furnished details of the actual expenditure 
incurred on marketi~ by the Trombay unit (which as stated above market-
ed complexfcrtilizers dircc:t) for 1967-68 and the estimated expenditure 
for the year 1968-69 and 1969--70. It was stated that on the basis o( the 
actual/expected sales and ehe marketing expenses for the year T967:.68' to 
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1969-70 the percentage of expenses to the total sales would be about 1.2 
to 2%. Tne volume of sales in FACT and Trombay unit was also the 
same. The expected sales in 1968-69 were estimated to be of Rs. 1'6.46 
aores in the Trombay unit as compared to Rs. 15.61 croTes in case of 
FAC!' in 1967-68. 

4.16 During evidence the Secretary of the Ministry stated that F.C.I.'s 
marketing organisation was not compara'ble in size with the FACT wh,ch 
had done much more work in propagating the fertilisers in the market than 
F.C.I. had done so far. Further, F.C.I. had not compiled information 
on the lines on which FACT had submitted data to the Committee. F.e.I. 
had not compiled information on the expenditure incurred on railway 
transportation. The Secretary promised to furnish a comparative state-
ment about the marketing cost in both F.C.I. and FACI'. This informa-
tion is however still awaited. 

4.17. In the absence of any further information, the ColDIIIittee cannot 
Iwlp oo.nclud.intz fro.. the facts stated in the earlier pa'agrapbs that 'Iibe: 
expenditure incurred by FAcr on marketing wbicb was over 12 per cent of 
tile sales value was somewhat OD the high side. 

4.18. ne Committee appreciate the work done by FAcr in develop-
ing an elaborate marketing orpnisation in South India for the sale of 
fertilisers. They also realise the need for promotional and publicity work 
to educate the fanners about the use of fertilisers and their correa 
application. The Committee, however, feel that the expenditure on 
marketing organisation has increased at a faster rate than the increase in 
quantum of sales would justify. There is, therefore, a need for cri6caI 
frtudy of the ma-keting organisation and the expenditure inClllTei !OIl it. 
The Committee feel '_t with the jncrease in volume of production and 
sales in coming years, the incidence of marketing npenditure per tonne .. f 
sales could be brought down if a strict control is maintained over the mar-
keting expenditure. 

4.19. In this connection the Committee find that FAcr has es-
tablished its regional offices even at places where there was not much salel 
activity e.g. in Delhi anti Bombay. The Secretary of the M'mistry admit-
ted durin~ evidence that DcUli aud Bombav were two places where, ~rhaps, 
existence of these oftices could be objected to and the Mini~try had so~est. 
ed it to the Committee of Directors, appointed by FACT to ~tndy 
the scope for economy in expenditure to go into the necessity of these 
two offices being continued. 

The Committee trust that early step!; wnw be taken to bring down the 
marketing expenses. 
168 DS.-3. 
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B. Sudry Debton 

4.20. The following table indicates the volume of book debts and sales 
for the last three years:-

As OIl 
31":3'.:1966 
31-3-1967 
31-3-1968 

Total book debts 

Consider- Consider-
ed good ed doubt-

ful 

Sales (in-
cluding 

services 
rendered) 

(Rupees in lakhs) 
67'21 1'00 620'26 

0'91 

1'57 
IOS4'37 

15H '62 

Percent-
age of 

debtors te 
sales. 

11'00 
21 '12 
20'78 

The !:undry debtors represented 1.3, 2,S and 2,5 months' turnover in 
1965-66, 1966-67 and 1967-68 rcsP,ectively. 

4.21. The following table indicate the details of the debts outstanding 
for more than one year as on 31st March, 1968:-

I, Dehts outstanding for more than 1 year but 
less than 2 years. 

(Rupees in lakhs) 

Government Private 
Depanme: .ts Parties, 

4'71 
2, Debts outstanding for 2 yare and more hut less 
than 3 years, 

3, Dehts outstanding for 3 years and more 

Total 35'37 
-------------------------

4,22. The Committee enquired the reasons for large increase ia 
Sundry Debtors. They were informed that during 1967-68 the produc-
tioD had gone up and FAcr was entering new markets. Further, sales 
were normally on 4 months credit and this accounted for the large-
outstandinp. 

4.23. A!I regards outstandings of Rs, 44.76 Iakhs for more than one 
year, it was stated that major portion was due from the Government of 
India. Coll~"'tions from Government Departments took considerable time'~ 
Efforts to collect the amount were being made through correspondence 
and by personal contacts. 
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4.24. In thiJ connection it is noted that a large amount was outstanding 
against Mannam Sugar Mills Cooperative Society Ltd. It was pointed out 
by the Auditors of FACT in their Report on the accounts for 1967-68 that 
tl:e amounts due from the Society as on 31st March, 1968 were as 
foUows:-

(i) Account No. I in the books of Depot Central Office 
Rs. 6,03,787.16 (including over-due amount of 
Rs. 2,55,055.70). 

(ii) Account No. II in the books of Head Office-Rs. 13,061.77 
(AmOt:nt due for technical and other services rendered by 
the Company in 1963 appearing in the books of Head Office). 

(iii) Account No. III Rs. 6,039.47 (Amount due in respect of 
maL~rials loan transaction appearing iJl the books of Udyoga-
mandaI unit). 

4.25. The total amount outstanding from the Society was thus Rs. 6.23 
Iakhs. This included amounts due for technical and other services render-
ed by FACT as early as in 1963-64 and also an overdue amount of 
Rs. 2.S5 lakhs. 

4.26. In their Reports on the accounts of FACT, the Auditors 
repeatedly pointed out the need for realising the large amount outstanding 
against this Society. As on 31st March, 1966 the amount outstanding 
against the Society was Rs. 5.53 lakhs. The Auditors of FAcr then 
observed as follows:-

"Special remarks are necessary in regard to amount of 
Rs. 5,52,850.16 due from Mis. Mannam Co-operative Sugar 
Mills Ltd., Pandlam for the supply of sugarcane mixture by 
the Company. According to the agreement entered into by the 
company, long term credit facilities extending upto 18 months 
have been allowed to this debtor-society. Thore is also a 
stipulation in the said agreement that interest at 7% will be 
charged on the value of the sugarcane mixture from the date 
of invoicing to the date of payment and in the event of default 
of payment within 18 months, interest at 12% per annum 
will be charged on aU amounts outstanding at the end of 18 

,. months. 
'the agreement which has been approved boy the Board of Directors 

is for a period of 6 years. The debtor is a newly started con-
cern and its financial position is not known or does not appear 
to have been ascertained by a reference to latest audited 
Balance Sheet for the Society or otherwise. Considering the 
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large amount involved and the standing of the debtor, the 
question of enforcing or taking proper security for the due 
payment of the debt should engage the immediate attc.mc. 
of the management. Simultaneously the revision of the rate 
of interest at 7% originally fixed in the agreement will ban 
to be reviewed in the light of higher rate of interest paid to 
the bankers by the company". 

4.27. Inspite of the observations of the Auditors, DO active steps were 
tWn to reduce the heavy arrears of dues substantially and/or even other-
wise obtaiD proper security for the payment of the debt. In fact the total 
8IIIODJltoutstanding as on 31 st March, 1968 increased to Rs. 7.30 lakhs 
iDc1usive of overdue sums of Rs. 3.S8 laldhs. In their Report on tbe 
accounts for 1966-67. the Auditors again observed as follows :-

''The latest audit Balance Sheet of the debtor Society as on 30th 
June, 1966 obtained at our instance and since produced on 6th 
August, 1967 discloses that as against a paid up share capital 
of about Rs. 40 lakhs there are accumulated losses of about 
RI. 6S lakhs upto 30th June, 1966. The financial conditioa 
of the Society is suo.lt that in our opinion immediate measures 
for the speedy realisation of the dues and obtaining the 
tt:quisite security for the payment of the dues are called for". 

4.28. TlIe Committee enquired during evidence t..lte reasons fOT con-
tinuing supply of fertilizers to the Society without recovering the amount 
due inspite of repeated comments of the Auditors of FACT. They 
were informed by the Managing Director as follows:-

"1 brought the matter to the Board and wanted a decision to stop 
the supplies, because there were certain political implications. 

They said that this was a matter in which the Kerala Govern-
ment is interested, that they were running the project and we 
should not stop the supplies altogether. We sU~'Plied them 
in 1967-68 because of the Government Directors insistence 
and the assurance that Government gave us that we would 
not be put to a loss". 

4.29. Asked whether the assurance was given in writing or was it only 
oral, the Managing Director Stated that "the Directors on beha1f of the 
.Eerala State Government who are on the Board gave the :tssurance". To 
a further quenion whether it had been recorded in the Board Minutes, the 
Man3gin~ Director stated: "It is. but not as the Kerala Government; but 
~ is the Board's decision and that is why it was accepted (by the Board)". 
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4.30. The Committee would, however, draw attention in this connec-
tion to the following extracts of the relevant minutes of the meeting d 
the Board of Directors furnished to them at their instance:-

"Considered the report of the Auditors dated 7th August, 1967 on 
the Accounts for the year ended 31 st March, 1967 and Re-
solved:-

(1) that the Managing Direct:>r be authorised to take appropriate 
~easures to obtain the necessary security from the Mannam 
Sugar Mills Co-operative Society Ltd. The Board felt that 
supplies of manures to the Society may be continued". 

4.31. It is evident from the minutes of the Board meeting that instead 
of giving any assurance that F ACf would. not be put to any loss, 
III stated by the Managing Direct:>r during evidence before the Committee, 
the Board of Directors desired that the Managing Director should take 
appropriate measures to obtain the necessary security from tre Mannam 
Supr Mills Cooperative Society Ltd. 

4.32 .. As a commerdal concern FACf has to see that _y 
agreement entered into by it is to its advantage and enforced to safeguard 
its interests. Bot In the case of the agreement entered into with tbis Society, 
tII& was not tbe c:a.. What Is difticult to understaocl is that inspite of 
repeated comments of file auditors and eve.. after the resolution of tile 
Beard of DIrectors audaorising the ManagIng Director to take approprlMe 
lIIeMUreS to obtain file aecessary security from this Society no action WIIS 
..... to secure the _at ontsCaBding against the Society whkh IbIlOU1Ited 
to R& 6,13,51l lIS 011 31st December, 1968. The Committee are con-
cerned to note tIIat as 'POinted out by Auditors of F ACf thl\ ..... daf 
poeIdoft of the Sodety lias goae from bad to wone. As on 30th Jne, 
1967, die total loss canted forward 8IDOUIIled to Rs. 87.50 IIIkIIs thel.,. 
cmapletely ~ out the paid up share capital of Rs. 40.86 lakhs and 
leaving no cu.~n ",·hafsoever for the UJt5eaD'ed creditors. The Com-
1II1ttt!e, therefore, cannot belp cnndudin~ that In the pnsent case the 
Management did not ad In the best interest of FACI'. 

The Committee hope that immediate steps would now be taken by tht-
Manaj!em<!Dt to saf~ard the amount due from this Society. 
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MATERIALS MANAGEMENT 

A. Inventories 

S.1. The following table indicates the comparative position of the in-
"cotory and its distribution at the close of three years :-

-------

(i) Raw materjals 
eii) Stores & Spares 
(iii) Finished goods 
(ft,) Others 

Total 

(Rupees in lakhs) 

1965-66 1966-67 1967-68 

63'88 151 '73 400 '85 
223 '17 239'56 297'08 

51 '42 225'94 330 '26 
4,87 3'46 

343'34 620'69 1028'19 

5.2. The stock of raw materials, stores and spares and others was equi-
valcut to 9,6 months' consumption in 1967-68 as compared to 7.7 months' 
consumption in 1966-67 and 11.4 months' consumption in 1965-66, The 
stock of finished goods represented about 2.7 months' sales (excluding 
semces rendered) during 1967-68 as compared with 2.6 months' durin! 
1966-67 and 1 month's during 1965-66. 

5.3. The Committee enquired the reasons for the increase in the inven-
tories during 1967-68 as compared to 1966-67. They were informed 
that the rise was . mostly on account of raw materials. The stodc of 
raw materials was worth Rs. 400.85 laths at the end of 1967-68 as 
against Rs. 151.72 lakhs at the end of 1966-67. Consequent on the 
shortage of sulphur experienced in 1966-67 FACT bad built up stocks for 
about 6-8 months consumption based on optimum production in order 
to ensure that production did not suffer for want of critical items. This 

. resulted in an increase in the bolding of raw materials. As on 1st January 
1969 tbe value of raw materials had, however, come down to Rs. 234 
latha. 
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5.4. As regards stores· and spares, it was stated that in a complex 
lIystem, where plants had been imported from different sources, they had 
to carry spares to meet various contingencies. Quite a lot of these spares 
were insurance items to meet emergent situations. Otherwise the plant 
might n:>t be able to operate pending import of the necessary spares. The 
value of such slow moving spares was Rs. 65.54 lakhs. 

5.5. De Committe find that even if the slow moving spares were 
excluded, the value of stores and spares was quite high (Rs. 297.08 laklas) 
aad was eqniv~tlent to about 30 months consumption ill 1967-68. 

5.6. In this connection, the Committee would draw 'lttention to the 
following observations of the Auditors of FACT in their supplementary 
Report for the year ending 31st March, 1968: 

"Last year, we bad occasion to point out that the system of procure-
ment and disposal of stores as at present obtaining in the 
company does not propedy ensure that stores in excess of -.he 
reasonable requirements of maintenance and production are 
not accumulated and that surplus or unserviceable stores and 
their value periodically determined. We further observed that 
the Pallt report has not been implemented in this regard. It 
is now found that the items which have not moved for the past 

one to five years according to list prepared upto 22nd June, 
1968, number about 8,000 valued at Rs. 31.8:8 lakhs. For 
completing the review of the remaining items, a committee 
consisting of SR (CD) and AFM (DA) has been set up by the 

Managing Director to conduct the said review and p'repare a 
list of items which can be transferred from the Inventory and 
disposed or'. 

5.7. The Committee trust that the review of all the stores would be 
completed expeditiously and action taken to dispose of the surplus itelDlJ 
in order to reduce the inYentories. They also hope that the ,system iof 
procurement of stores would be so organised as to ensure tbat the stores 
in excess of tbe laid down reasonable quantities are not accumobfcd. 

B. Finisbed goods 

5.8. As shown in table in para 5.2 above. the stock of finished goods 
represented about 2.7 months sales (excluding services rendered) during 
1967-68 as compared to one month's during 1965-66. 

The Committee were informed that there was no sale of fertilisers from 
the beginning of January to the middle of April. During this period what-
ever was prLlrluced was put in the godowns. This explained the high stock 
of finished goods on 31 st March, every year. 
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.', 5.9.' The- Committte, however, find from the 'Written bdorm8liOnfnr .. 
nIsIted to them 8Obsequently, that the average stock of finished goods ev~ 
011 1st January, 1969 was- about 2,3 months productlon~ Considerhig'that 
FACT hac; a r.t~ .harkedn:! ol1!anisatwn !\lId .tlt' fertnh'!1'<; were in shod 
..... y and also large quantities of fertilizers had to be imported every year' 
to meet the internal demllnd the Committee feel that these stocks 8l'e high 
and the reasons. for this need to be looked into. 

C. Consumption of raw materials 

S. J O. The following table shows the designed ratio and average actual 
consumption of various raw materials during 1967-68 in various plants. 

Desips Actual 

Naptha to Gas (Hydrogen) 0'382 0"404 
Hydrogen to Ammonia 2"092 2"822 
Sulphur to Sulphuric Acid 0"344 0"345 
Rockphoapbate to Phoraphoric Acid 3"38 3"48 
Ammonia to Sulphate 0"275 0"342 
Ammonia to Phosphate 0"201 0"214 
Sulphuric Acid to Ammonium Sulphate 0""/65 0"772 
Sulphuric Acid to Ammonium Phosphate 0"420 0"428 
PboIphoric Acid to Phosphate 0"217 0'224 

It would be seen from the above statement that the coosumption of 
various raw materials was much higher than the designed rations. 

5.11. The bipcr coasumptioD of the raw materials greatly aftected 
the prJdoction of ammonia and other end products. In this connectioD 
the Shanna Committee observed as foDows:-

"Another major source of loss of ammonia production is the high 
(,.'onsumption of hydrogen gas per tonne of ammonia. As per 
the design. the requirement of hydrogen (as measured at the 
exit of C()!l removal system) would 'be 2138 Nm3/tonne of 
Ilmm('nia, This figure alJows a loss of about 8 per cent in the 
nitrogen wash and synthesis system which is normal. Actual 
hydrogen consumption. however, has been ranging between 
2500-2600 NmS/tonnes. This is extremely high especially 
when it does not take int.) account the losses due to venting 
of gases during start ups". 
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'''ImproveuieDt in the hydrogen consumption' efficiency" alone' would 
have increased the production of ammonia by about 7000 
tonnes during the year 1967-68 apart from reducing spedfic 
consumption of naptha. It is, theref:lre. necessary to conduct 
thorough investigations into the sources of losses of hydrogen 
ill the Ammonia Plant. With the ~hort time at our disposal, 
the group obviously could not conduct any detailed study. We, 
however, believe that most of the losses would be occurring 

, from the gland leaks in the old and new compressors and re-
circulators", 

5.12. It was also pointed out by the Sharma Committee that the 
prevailing nitrogen efficiencies (i.e. nitrogen in end products when com-
pared with nitrogen in ammonia consumed in the end products) had been 
running low. Based on the designed ammonia conversion efliciencies for 
individual products and with the present pattern of production the overall 
designed nitrogen efficiency worked out to 94' 6 per cent. As against thill, 
the actual nitrogen efficiencies including nitrogen in ammonia directly sold' 
during the past four years were as shown in the table below. The table 
also indicates the total quantity of ammonia consumedl1ost over and above-
the quantity anowed for in the design, 

Year 

1964-65 
1965-66 
196~7 

11}67-1)8 

Nitrogen Ammonia consumedftost over 
efficiency and above the efficiency. 

86'1 1800 tonnes 

84'3 1590 tonnes 

80-7 4~60 tonnes 

76's 7800 tonnes 

~.13. The Sharma Committee had observed that "the above losses were 
indeed very high and require investigation. The sharp fall in efficiency 
in the year 1967-68 seems to be rather batHing". 

5.14. During evidence tbe Manalrlm! Director admitted that the 
nitrogen efficiency as welt as consumption rates of raw materials were not 
satisfactory. Thic; was st~ted to be due to poor quaJity of raw materials 
like rock phosphate. sulphur. etc.. re!;uttino.: in h1gher consumption of 
sulp1lUr, and suInhuric acid. Further the nroduction of ammonium sulnh~tc 
W3!; bac;ed on bv-nroduct P.'VD'!um which cont!linel1 a little flourine which 
consumed more of ammonia in tbe process of conversion. 
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5.15. Aaotber factor wu that when the power iIltcrruptioDs occur with 
tbe lrequency lilat they did, nitrogen efficiency would automatically come 
down U plants could not work to an optimum level with the rhythm that 
WII required ill chemical plants. When sophisticated plants, of the type 
FACT had, got shutdown due to power interruptions, the gasses in the pro-
r.ess (If manufacture got automatically vented. These losses also contri-
buted to rcductiOli in the overall efficiency. 

5.16. The Committee were also informed that on the recommenda-
tion of the Sharma Committee a Committee of Engineers headed by Mr. 
P. G. Menon was appointed to make a detailed study of these losses in 
various plants. This Committee had submitted its report and the recom-
mendations made therein were being impJemented. 

5.17. The Committee appreciate tbe difticulties in achieviag die 
designed ratios for the consumption of raw materials because of pool' 
qoaIity of raw materials and power interruptions. But these can -.ay 
justify the exCeQ consumption of bydrogen gas equivalent to 7000 tonnes 
01 ammonia and of ammonia to die extent of 7800 tonaes in converting to 
the various ftni~hed products. Even to :l technical COIIUDittee (Sbamta 
Committee) tbe loss of 8IDJIlOnla to this extent in 1967-68 was radIer 
'baIllInR'. As pointed out in the Report of the Committee of Engineers 
(p. G. Menen Committee) there were various defects in operation wbida 
111ft contributed to the higher COIISDIIlption of raw mate.iaIs. TIle 
Comadttee bope that the reconunendations 01 the two technical committees 
,.m be Implemented to save F ACf from avoidable loSS due to very high 
consumption of raw materials . 

.5.18. In this connection, the. Committee would also draw attention to 
the following observations of the Auditors of FACT in their supplementary .rt to the Comptroller and Auditor General India for the year ending 
311t March, 1968. 

"A lOCfU\iny of the Annual productic:m report for the year of ac-
count h3S disclosed that the operating efficiency (ratio of con-
sumption of raw materials to design ratios) is abnormally 
below the designed ratio involving heavy wastage in the process 
of production. 

Though the usage variance reports were circulated in this behalf to 
the production department from month to month for their 
remarks, no satisfactory reasons could belwere adduced for a 
10Dg time in exptanation for such abnormal wastage. It was 
oo1y after persistent discussion by Managing Director at several 
meetin,s with the top executives of all tbe. departments, that 
the defect was ultimately traced out to certain lea1cage in the 
pipes of the plant concerned resulting in excessive consump-
tiOll of sulphuric acid. 
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The variance reports further show that there was simHIl' loss 
in the usage of ammonia too. Immediate action was not ini-
tiated by the Production department to locate the cause for 

such wastage and take prompt remedial measures". 

5.19. Tbe Committee caDDOt belp observing that control oyer 
collSUlllption of raw materials left much to be desired. The MaaagemeBt 
must be receivjn~ reports of daily consumptioll of raw materials. 'I1le' 
Committee cannot understand as to why the Management did not take 
timely action' to reduce the over consumption of raw materials but bad 
to wait for the Auditors and the Sharma Committee to higbtligbt this fad. 
They de!sire that constant watch over the CODsoIDption rates, 01 vafJOIIS' 
raw materials should be kept and whenever any major variations are DOtk-
ed as compared to des~ed ratios, prompt steps should be taken to locate 
the reasons for higber consumption with a view to taking immediate re-
medial measures. 



VI 
ORGANISA TION 

A. Board of Directors 

6.1. According to the Articles of Association the Board of Directors of 
FACT can consist of 15 Directors. Of these five shall be non-retiring 
Directors. They are: 

(a) fwo Directors nominated by the industrial Fmnnce 
Corporation; 

(b) One Director nominated by the President of India in his c~pa·· 
city as guarantor of the loan taken from the Inclu:.aial Finance 
Corooration; 

(c) One Director nominated by the State of Maden'!; 

(d) One Director nominated by the State of KeRb. 

The other ten Directors are elected at the annual Genelal Meetings in 
accordance with Article 90 of the Articles of Association. 

6.2. The composition of the Board of Directors at the end of the ~ 
1967-68 ill given in Appendix. D. 

6.3. It will be sccn therefrom that out of 10 elected Directors, foar 
were officials of the Government of Kera1a. The remaining six persou 
were cbosen by the Government of India. Out of these three were ofticials 
of Government of India and three non~fficials. (including the CbairmaD). 
Thus. OUl of 14 Directors. there were 10 officials of tbe Statc;Central 
Government. 

6.4. The Committee were informed during evidence that from Septem-
~r 1968, &.he Central Government have ten seats under their control. Out 
of these three were non~flicials elected with the support of the Central 
Government and the remaining were officials. 

6.S. Asked about the reasons for having so many officials on the 
Boad, the Secretary of the Ministry stated as follows: 

"We feel that seven officials including the Managing Director is 
a fair reflection on the share holding of the Company, that the 
Central Government should' have the ability to influence the 
policies of the Company in the Board of Directors by having 
Qdequate representation of officials on the Board." 
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.6.6. 1he Coauaittee do DOt COMider it eoodudve to etlective .......... __ 0' • large &lid complex IJusiaes8 enterprise like F ACf to have .... 
a preponcllenmce of o8idals on the Board of Directors. Persons on .. 
Board of Directors should mainly be those who have experieace of the 
........" or spedaI kaowledge of commercial, fiancial and admiDimative 
IR8Uers or of labour maaagement. 

6.7. The Committee also find that at present only tbe M ...... 
Director is a fuU time member of the Board. With the large espansioD 01 
FACf, they feU that it would be useful to appoiat one or two fuU time 
IHetionaI Dinlctors. The Committee, therefore, desire tbat the compositioa 
.. tile Board of Directors might be reviewed to make It more etfective and 
t.si.aess lib. 

B. Personnel 

6.8. The following table shows the total number of persons employed 
during three years and its break up under various categories. 

1966 1967 1968 
31-12-66 31-12-67 30-9-68 

Managerial . . 197 221 258 
Supervisory (Technical) 350 255 382 
Supervisory (non-technical) 128 145 190 
Clerical 548 643 806 
Skilled 1558 1616 1425 
Semi & unskilled • 1181 1308 1389 
Daily 274 300 330 ---

TOTAL 4236 4488 4780 

6.9. In addition, the number of persons employed in 1967 and 1961 
iJ) f Acr Engineering and Design Organisati<:,n and Cochin Division were 
as follow:-

FEDO 1967 1968 

Managerial 92 109 
Supervisory 39 49 
Clerical 48 46 
Workmen 53 98 

Cochin Division . 
Managerial 49 94 
Supervisory 79 89 
Clerical 39 70 
Workmen 42 140 

.-----
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6.10. The Committee enquired whether before taking up the Third 
Stage Expansion any assessment was made about the requirements of 
persons on reaching the rated capacity. They were informed that a com-
plete work-study and job evaluation of the whole factory was done only 
from 1965 onwards. The work force in position at present was on the 
basis of this work study. Asked whether there was any surplus staff 
the Managing Director stated during evidence that barring 80 or 90 un-
skilled workers, there was no surplus staff. 

6.11. The Committee lad from the ADnuaI Report of die Col'OIUIKleI 
FertlHsen Ltd., that the expenditure iDcurTed by that Comp8lly on salaries 
and wages (including other welfare expenses) in 1967-68 was Rt. 97.80 
lakm i.e., 8 per cent of the value of production in 1967-68 88 against 
Rs. 187'49 lakh.·j in FACf which works out to about 12 per cent of the 
total value of production. Thus the expenditure by FACT on salaries _d 
waaes was about I! times of that in Coromaode' Fertilisers Ltd. 

6.12. It was conteaded by the Managing Director duriag evidence that 
the modem plants like Coromandel Fertilisers Ltd. could not be compared 
wida FACT as these were more 'automatic instrument controUetF. The 
Committee, however, cannot Ignore die fact that in FACT also a major 
portion of tbe plant and machinery walli erected under the Third Stage 
Expansion whk:h was commJssioned only in 1966. The Committee, 
tIIerefore. feel dlat there Is scope for economy in expeadIture on statI. 

6.13. As poiDted out In pan 4.10 of this Report, the expenditure ... 
1967-'1 on salaries of stall employed for ID8l'ketiDg was 3! times of Chat 
In 1964-65 wehereas the increase in sales during the corresponding period 
was only by 141%. The Committee dItnfore feel dlat there is a Reed 
for review 01 the staft strenatb in the various otmions of FACT. 

6.14. In this connection it was also noticed that out of 4780 persons 
employed {excluding FEDO and Cochin Division) 171~) persons were 
semi, unskilled and daily workers. The number of persons employed in 
these categories worked out to 56 per cent of those in all the other cate-
gories. The number of helpers alone was 587 

6.15. Asked about tho reasons for having such a large number of 
helpers, the Committee were informed that for the wood gasification plllDt 
FACf had employed 500 to 600 unskilled men to chop fire wood. 
When that plant was scrapped it was not possible to' retrench those m~D. 
Some of them were trained for semi-skilled jobs. 124 persons were-
engaged in bagging of finished products, others were being utilised as 
casual labour needed within the factory for various purpo~s like cleaning 
or to assist operators, maintenance men. The Committee were also io-
formed that in the new unit they were trying to avoid helpers. 
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6.16. TIle Committee realise the diOkulties in retrendaiog the UDSIdIIed 
penons employed by FACT in tbe past. However, wbat is surprisiug 
is, that there bas been a c:ontinuous increase in the category of semi and 
unskilled workers. Further, in spite of haling a large number of semi 
and wlSkiUed workers, there were 330 workers employed on daily 
wages. Tbe number of semi, unskilled and daUy workers having tbus 
reacbed 1719 which was S6 per cent of tbe persons in aU the other 
categories. The Committee therefore desire that the need for having daily 
wage workers in addition to a large number of semi and unskilled workers 
should be reviewed. 

6.17. The Committee feel that exact measurement and evaluation of 
the performance of the stalf of FACT at all levels by an outside expert 
body is necessary so tbat extent of surplus staff is determined. Tbis 
appraisal wDi also provide an unbiased yardstick for the management to. 
judge the mture performance and maintain control over the operations. 

Appointments 

6.18. The Committee received representations from some quarters 
about the manner in which appointments were made to certain posts in 
FACT without advertisements. Several top posts were stated to have been 
filled by appointment of retired officers or deputationists. 

6.19. The Committee were informed by the Managing Director during 
evidence that normally all posts were advertised. But soJll(! times 
advertisements did not give 'result' and there were cases wher~ persons had 
to be called on deputation. Such appointments were made after they had 
been found suitable by the staff selection Board. 

6.2v. The Committee were also informed that FACT had appointed 
10 persons after superannuation and 9 persons were on deputation. The 
basic reason for these appointments was that although the company had 
been there since 1944 it was a small one with no organised method of 
recruitment till 1959-60. It was in 1961 that FACI' started a management 
development programme. Executives were recruited on the basis of stiff 
competition. The same method was adopted for technical personnel upto 
the level of junior engineers. During the last six or seven years these 
people had come up and were taking up responsible positions. But the 
expansion had been so rapid that they did not have adequate number of 
men to take up higher posts. If younger men were recruited to fiU these 
posts it would affect the morale of those who were coming up and who 
had some experience. Therefore some depotationists or retired persons 
were appointed for two or three years. This was unavoidable in the persent 
circumstances. Some. of the persons so appointed were like Chief 
Agronomist, Chief. Engineer in charge of Construction of Cochin project~ 
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two persons in Accounting Department-one for works accounts and an-
other for internal audit, a well known surgeon for the hospital, etc. 

6.21. The Committee were also informed that the selection was made 
by the Selection Committee of the Board consisting of the Chairman and 
three others includin~ one from the Kerala State Government. No direct 
recruitment was made or a deputationist taken or a retired person employed 
whenever a suitable man from within the plant was available. They were 
also training up persons in the second line to substitute retired persons or 
those nn deputation. 

6.22. In view of the statement made by the Managiag Director before 
tile Committee and consideriag the autonomy granted to the paMk 
.. dertakin., In making appointments the Committee do DOt consider it 
aeceaary to go Into IDdividual cases of appointments of perso_ 1ridIoIIt 
advertlsemeat or of retired persons/ deputatioaists, etc. 11aey would, 
bowever, stress that the success 01 any undertaking largely depends on tile 
persons manning it. The persens ,,00 have the authority to make appoina-
1IIents should 80 ad as to avoid any criticbm on the score of favooritisa 
J. making appolatmenU. 



VII 
FINANCIAL MATTERS 

A. Financial Positloa 
7. J, The' table below summarises the financial position of F Acr 

under broad heading for three years: 
(Rupees in lakhs) 

LIABILITIES 
(a) Paid-up capital (including advances 

for shares) • ,; 
(b) Reserves and surplus •• 
(c') Borrowings :(1) From Government 

of India 
Cii) From Government 

of Kerala 
(iii) From Industrial 

Finance Corporation 
(iv) From Banks, 

Cd) Trade dues and other liabilities 
(including provisions) 

Total 
ASSETS 

(e) Gross block 
Cf) Less: Depreciation 

745'98 
78 '33 

875'00 

3'54 

216'89 
227'45 

266'39 

2413'58 

Cg) Net Fixed assets . 619·10 
Ch) Development projects (including ex-

penses to be capitalised 1099·88 
(i) Current assets and advances (inclu-

ding investments) 
(j) Miscellaneous expenditure and loss . 

Capital employed 
Net worth • 

575'91 
118,69 

2413'58 

948'62 
705'62 

745'98 745'98 
68'13 64.69-

1210'00 2072 '5° 

3'34 4'29 

195'54 174'25 
380'18 554'00 

5461 '33 828'05 --------
3149'50 4443'76 

2317'92 2464'68 
563 '62 687'67 

1754'30 1777'01 

1020'89 
66'96 

3149'50 

2251 '22 
747'15 

1810'75 
70 '44 

4443'76 

2782 •15 
740 '23 

NOTE: I. Capital employed represents net fixed assets plus work:ng capital. 
2, Net worth represents paid-up capital plus reserves Ie" intangible assets. 

41 
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B. WorIdag .... 

7.2. TIle economics of the Third Stage Expansion were worked out by 
F Acr before taking up its execution. According to these est~tes, the 
working results were in a nutshell· expected to be as follows from 1965-
-66. 

eRs. in lakhs) 

Sales & Receipts 
Man~facturing, selling & Administrative expenses • 

Profit subject to allocation of Depreciation. Bonus, etc. . 300-00 

Out of this amount after providing for depreciatioa of Rs. 150 lakhs 
.and making other appropriations towards iricome tax, development rebate 
reserve, general reserve and bonus, FACI' was expected to declare a divi-
dend of 8 per cent on equity capital. 

7.3. As again!'lt tbis the actual working results for the three years 
1965·66 to 1967-68 were as follows: 

A. GROSS PROFIT 
(Sales minus cost of production, but 

before deducting depreciation) 126· 10 

A4iust: Difference in price from Go-
vernment of India , , . (-) 29'89-

96 '21 

B. PROFIT before charging depre-
dation • • i • • (L) 8· 42 

A.djust: Difference in price received 
from Government of India. , (-) 29' 89-

(L) 38'31 

C, Depreciation charged 61 '43 
D. Net profit or loss (after depreda-

tion and prior years adjustments) (L) 69'8S 
Adjust: Difference in price received 

from Government of India , , 29·89 

(Rs. in lakhs) 

1';155-67 1967-68 

3S I '27 430 '44 

, " 

143 '99 117 '05 

143'99 117'OS 

lOO'S3 119'38 

43'46 (L)2'33 

---- ---- ---
(L) 99'74 43'46 (L)2'33 

N.B. 1.. denoteS loss 
- Addttional amount received from the Central Govemmmt in the year OQ sales 

of ammonium sulphate reIatina to prior ~. 
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7.4. Thus. it would be seen that as against an estimated profit of Rs. 900 
1akhs during 1965-66 to 1967-68, the company actually had a profit of 
Rs. 222'73 lakhs or only 24'7 per cent of the estimated ·profits. After 
taking into consideration the depreciation charges, there was a net loss 
of Rs. 58'61 lakhs as against the estimated profit of Rs . .4S0 lakhs. 

7.5. The main reasons advanced for not achieving the estimated results 
were as follows:-

(i) Due to severe power cuts, the Third Stage plants could not be 
commissioned in 1965-66. Even in 1966-67 and 1967-68 these have not 
worked to' maximum capacity. In 1966-67 the plants were commissioned 
only by the middle of the year, and hence the working results do not show 
the benefits which it derived out of the expansion. 

(U) Similarly in 1967-68, there was shortage of raw materials with the 
result that it was not able to achieve full production. 

(iii) Apart from this, there were, power-offs and voltage drops which 
hampered production very badly. 

7.6. The various factors which have adversely affected the working re-
sults, like low production, higher consumption of raw materials, high mar-
keting expenses etc., have b~en dealt with in the previous chapters of tbis 
Report. It is llOwever noticed that the value of production increased from 
Rs. 1263"49 lakhs in 1966-67 to Rs. 1666'07 lakhs in 1967-68. The 
value of sales also showed an increase from Rs. 1088' 97 lakhs to 
Rs. 1561'75 laths during the ,corresponding period. But in spite of in-
crease in production and sales there was con.siderable shortfall in profits 
in 1967-68 as compared to 1966-67. The comparative 'p'osition during these 
-two years was as follows: 

(Rupees in lakhs) 

------_._-------............ --------
Profit before tax and prior years adjustments 

Per~entage of profit before tax. 
(a) To sales (including income from services ren",: 

dered and value of works certified on partly exe-
cuted contracts) 

(b) To gross fixed assets 
(c) To capital employed 
(d) To net worth 
(e) To equity capital 

43'46 

4'0 
1'9 

1 '9 

5'8 
. 5:8 

1'3 

0·8 
0'7 
2'6 
2-6 
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7.7. The profits as shOWD above was after taking into account the: 
profit earned by the FEOO Division of F Acr which was a separate 
Division for undertaking design and engineering works. If the profit from. 
this Division was to be excluded the net profit during 1967-68 would only 
be RI. 4'34 lakhs as against 41'42 lakhs in 1966-67. This would work 
out to 0'3 per cent to total sales in 1967-6~ as against 3'9 per cent in 
tbe previous year. 

7.8. Tbe Committee find that one of the reasons wbidt affected tbe· 
working results of F ACf was laxity of control over expenditure. 

Some of the instances of excessive expenditure, which came to the: 
notice of the Committee are given below: 

(1) The travelling expenses increased from Rs. 2' 30 lakhs in 
1964-65 to Rs. 12' 83 lakhs in 1967-68 i.e., a si~ fold increase 
within a period of three years. As against it the increase in 
the value of production/sales during the corresponding period 
was less than three times. 

(2) There was large expenditure incurred on participation in ex-
hibitions/fairs. The total expenditure incurred for participat-
ing in two fairs alone was Rs. 3:90 lakhs-Rs. 5'92 lakhs on 
Indian International Trade and Industries Fair at Madras and 
Rs. 9'98 lakhs on UNCTAD Fair. 

(3) In addition to a guest house, it constructed another building 
called FACT House at a cost of Rs. 5.52 lakhs. It was stat-
ed that FACT House was constructed to accommodate foreiga-
technicians who came to help in construction and erection of 
the plants and bachelor executives. It also accommodated 
customers, visitors etc., on payment. However ,after taking 
inlo account the receipts. the net running expenditure on Guest 
House and FACT House during the two years (1966-67 and 
1967-68) was Rs. 1'17 lakhs and Rs. 32 lakhs respectively. 
Besides, FACT has guest rooms attached to its regional offices 
at Bombay. Madras, Delhi and Tri"'andruni which provide lodg-
ing facilities and breakfast. 

In reply to a question the Secretary of the Ministry stated during 
evidence that such large expenditure need not have been in-
curred on travelling and fairs. 

7.9 •. The Committee do not quesdon the objec:tlve of expenditure on-
such Items Hke tral'eDiag, exhibitions/fairs, mainfenance of guest bouse~ 
etc ••• But they 5ft no justification for such lal)!e expenditure on these Items 
ellPedaDy under tile present drcumstaBcts whea the fuumciaI results bf 
FACI' can hardly be COBSidered safisfadol'Y. It wu JHIaaiUed by the Secre--
tIry of tile Ministry d~ evidence that such .... expenditure need not 
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mve been inclHred on trm-eUing and fairs. Evidently there is need for 
,all round e<'flnomy and greutcr cORlrol over expenditure to improve its 
working results. 

7.10. The Committee were informed during evidence that at the ini-
tiative of the Ministry, the Board of Directors had &e,t up a Committee of 
five Directors, including the Managing Director, to study the scope for 

,economy in expenditure in FACT. The Contmittee of Directors was going 
into the whole question of control over eXpenditure. 

'7.11. The Committee were also informed that the Ministry had come 
to the conclusion that Financial Manager of FACT was not consulted 
by the Management as he oUght to be before any expenditure was incurred. 
One of the instructions which the Ministry had given recently was that 
.this sYfttem should be, changed and that there should be more regular 
-consultation with the Financial Manager. 

7.12. The Committee regret to note that the Financial Manager was 
not consulted as he ought to be before any expenditure was incurred. It 

15 however stran~e that this fact was not mentioned by the FilUlBCiaI Manager 
in any of the Quarterly Firumcial Reviews submitted by him to the Board 
of Directors;' Government during tbe last three years. He bas also not 
pointed out any case, where in his opinion, there was excessive expenditure 
and scope for economy. Some such instances pointed out by the Audi-
tors of FACT did not find a place in the Quarterly Financial Reviews. In 
fact, these Rc\'iews were not as compreiu>lIsive as they ought to be. The 
Committee desire that on tbe lines of the instructions issued by the C. & A.G. 
to the Company Auditors, Government should issue suitable instructions to 
the public lJndertakjn~41 about the main items which should be included In 
the Quarterly Financial Reviews. 

7.13. 'fhe Committee also trust that tbe Committee of Directors ap-
pointed to study the scope for economy in expenditure will examine in 
detail (he expenditure on various item .. to locate the areas where economies 
-can be etl'ected. It shOUld slsu l'c,'iew the present procedw:es and suggest 
iiuitsble chaJlges (or ensuring ~reater control over expenditure. 



VIII 

MISCELLANEOUS 

A •. (,oclain .'erfiliser Project 

8.1, The Cochin Fertiliser Project is being put up as another unit of 
FACT at Ambalamedu adjacent to the Co chin Refineries. Involv-
ing a total capital investment of Rs. 45 crores, the first phase of this pro-
ject is intended to produce 200,000 tonnes of ammonia to be converted 
into 330,000 tonnes of urea per annum. This p'lant will be employing the 
most modern technology, i.t .. the ICI steam refonning process for the 
manufacture of synthesis gas, centrifugal compressors for tbe compression 
of gas and the modem way of utilising size to attain economy. The 
ammonia plant will have a capacity of 600 tonne per day in single ljtream. 
The urea plant will bave two streams of 500 toones per day. 

8.2. A second \1hase of the project for the manufacture of 150,000 
tonnes of p. O~ in the form of tripl.: superphosphate is under the consi-
deration of the Government of India at present. 

8.3. One of the special features of the project is that it would employ 
the e1ectric-thermal route for the reduction of rock pbo$'hate into ele-
mental phosphorous thereby saving the import of sulphur. 

8.4. The project is being constructed jointly by FEDO Division of 
PACI' and P and D Orgaaisation of F.e.I. Of the two major plants in 
the Cochin Project (ammonia and urea) FACf is constructing the steam 
reforming and gas purifications SoCctions of tbe Ammonia Plant. F.C.r. 
has the responsibility for the design and engineering of the Ammonia 
Synthesis and Urea plant. All other items of work relating to the Cocbin 
Project like general layout, design and engineering of off-site facilities. 
utilities etc. are being done by FACf. Collaboration agreements have 
been entered into bv FACf with Power-Gas Corporation of U.K. for kn::lW-

how in regard to steam reforming and gas purification and by FC'T with 
Montecatini Edison of Italy for know-how for ammonia synthe~is and 
urea pJ()cesses. 

'1Hlavs in Construction 

8.S. As in the case of the Fourth Stage Expansion of Udyogamandal 
Unit there w~rc delays in construction of the Cochin Project also. Accord-
ing to the original schedule with target date a~ fst June 1969 for the com-
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pletion of the project, the contracts for the main items were scheduled to 
be finalised by March, 1967. But actually the contract was signed 08 
3rd FebruaIY. 1968. 

8.6. As regard the reasons for the delay of about one year in placing of 
contract, the Committee were informed that FAC!' had submitted the 
application for foreign exchange in September, 1966. At that time it 
was assumed that Government of India would be releasing foreign exchange 
from free resources based on the procedure then followed by Government. 
But the Ministry conveyed the tentative allocation of foreign credits from 
Italy, France, West Germany and U.S.A. FACT's enquiries for 
the several equipment were floated in January 'February, 1967 after the 
designs were finalised. The foreign suppliers in~ariably quoted on the basis 
of cash payment against sbipping documents. After the receipt of above 
order from the Government FACT had to float another set of enquiries to-
the respective countries inviting 5upplies under the credit. Thus it was 
mainly the difficulty of foreign exchange which resulted in delay in placing 
o[ O)fltract. 

8.7. The Committee enquired whether the difficulties of free foreign 
exchange could not be foreseen when the project was finalised. The 
Secretary of 'the Ministry stated during evidence that at that time it was 
expected that free foreign exchange would be made available. The Go-
vernment had announ::~d their readiness to release free foreign exchange 
for the purpose of procurement of equipment up to about Rs. 5 to 6 
crores. But later on the free foreign exchange position deteriorated and 
the Government was unable to find this large amount of money from free; 
resources. Therefore, they had to look around for credit from different 
sources. The Committee were also informed that the reliance on credit 
resulted ia about 20 per cent increase in capital cost of the p,roject. 

8.8. Because of· the delay in placing orders, etc., a revised schedule 
was drawn up according to which the whole project was expected to. be 
completed by October, 1969. The Committee were, however, informed 
that there was every possibility of the present date getting extended. The 
reasons advanced was that the target date was drawn up with the supply 
schedules given by indigenous and foreign suppliers. There were shifts 
in these delivery schedules due to various reason~. As a result of these' 
delays in the supply of items, the time available for erection had been 
considerabTy reduced. Piping and instrumentation erection could not be 
compressed too much. As such there was likely to be delay in construc-
tion. 

8.9. During evidence, the Chief Project Officer in the Ministry admitted 
that the project was likely to be delayed by four to five months. The Co-
ordination Committee for this project was seized of the matter. There 
had been delays in engineering works on the part of F.C.T. as welt as 
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FACT. He, however, pointed out that at present the delay in comp-Ie-
l tion of the project was not because of F.C.I. or FACf but due to the 
delay in delivery of equipment fabricated within the country. In many 
CasCli the suppliers of equipment had not undertaken these works. As 
soon as Co-ordination Committee was seized of the matter, the Ministry 
of Industrial Development was asked to take up the matter with the 
manufacturers. Recently a seminar was held with the manufacturers to 
Bee what they could do to im'p'rove the matters. It was added that it was 
probably the first occasion when a large fertiliser plant of this type was 
being fabricated in the country. Therefore, it took time for some fabri-
cators to come upto the, expectations. The Committee were informed that 
a delay of four months w:>uld result in shortfall in production of about 
3 '48 crores and additional capital expenditure of RI. 1'08 crores. 

8.10. It is unfortuate duet due to some reason or the other tbere have 
been delays in the coastrndion schedule of the CocbiD Fertiliser Project. 
The delays in construction result in considenble loss of production and 
Inc:rea.e in capital cost. The Committee tberefore desire that every effort 
'Should be made to comnrissinn Ibe plant as early as possible. 

8.11. The Committee have also noted with regret the inability of the 
Government to release free foreign exchange for import of equip-
mentfor this project with tbe resuJttbat the equipment had to be purchased 
from the countries whose Governments had granted credit facllities. This 
has resulted in extra expenditure of 20 per cent. in import of equipment. 
Tbe Committee are not sore whether non-release of free foreign exchange 
leads in eadl C$eto such excessive increase in the price of imported' 
equipment \'I'hen it is obtained onder credit facilities. 1be Committee feel 
highly concerned about this oppressive burden which the public undertakings 
Qrt called upon to bear due to lack of free foreign exchange. They would 
.ro~est Government should make an all out effort to find a solution to this 
problem. 

R. Fact Engineering & Design Organisation 

8.12. In view of the considerable experience gained by FACf during 
the ]ong period of it<; growth, the Government directed FACf to strengthen 
its design organisation to undertake construction of three fertilizer plants 
during the F~urth Five Year Plan. Accordingly FACf Engineering and 
DesiRIl Organisation (FEDO) was formed in 1964. 

8.13. FEDO submitted a detailed project report for the Cochin Ferti-
liser Project in January 1965. In order to implement the scheme, FEDO 
was further strengthened as an autonomous division of FACf in early 1966. 

8.14. The Committee were informed that 1='£00 was capable of design-
ing, constructing and commissioning complete nitrogenous and phosphatic 
fertiliser. plants using the process know-bow developed by F ACf as well 



as those secured· under licence. It had secured the licence for the use af 
the leI steam reforming process for the production of synthesis gas out 
of naphtha and the ICI process for synthesis 'of ammonia. It had also 
secured the famous Prayon process for the manufacture of phosphoric acid 
by th..: wet process. It had its own process for the manufacture of ammo-
nium sulphate from by-product gypsum. There was no foreigner em-
ployed in FEDO at present. However one difficulty was that India was 
not in a position to manufacture certain specialised equipments. Such 
equipments had to be ordered abroad. When these equipments were sup-
plied from abroad, the suppliers' representatives had necessarily to come 
to India to supervise, their erection, commissioning and give the necessary 
warrantly of performance. This was the practice in r~spect of all equip-
ments, whether indigenous or imported. Barring this FBDO did not need 
the assistance of any foreigners to design, construct and commission com-
plete nitrogenous and phoslp'hatic fertiliser plants. 

8.15. The total value of work done by FEDO was Rs. 47'95 lakhs 
and Rs. 50'13 lakhs during 1966-67 and 1967-68 respectively. 

8.16. The Committee were informed that besides the Cochin Fertilizer 
Project, FEOO had prepared projects reports fN Madras, Managlore and 
Tuticorin projects. However, in the meanwhile the Government sent out a 
high level team to the United States to canvas investors for fertilizer in-
dustry. Tje potential investors from abroad found that the area around 
Madras, Mangalore showed excellent market 'p'otential for fertilisers. As 
the G:wernment had already committed itself to accept private sector offers, 
Madras and Mangalore projects were, licenced to the private sector. The 
Committee were also informed that while the Madras fertiliser project was 
<:oming up fast, there had been no progress worth the name at Mangalore. 
FACT's project report for a major ferti1iser 'p'rOject at Tuticorin was still 
under examination of the G()Vernm.~nt. 

8.17. The COlJlmittee hope that the Government would ensure that 
engineering capabmtie~ of FEDO and otber such organisations (/J:~ fully 
utilised by the fertilizer industry, so that there are no avoidable payments 
in foreign exchange for acquisjtion of machinery and services available 
within the country. 

C. General 

8.118. In the cour~e of cvidence hefore the Committee on the 18th 
February, 1969 the representatives of the Ministry of Petroleum and 
Chemicals promised to furnish information on certain points. A Ust of such 
points wac; sent to the Ministry on tbe 27th }'ebruary, U69. The Committee 
. regret to note that in spite of reminders sent to the Ministry the required 
information was not funlished by the Ministry till the adoption of the 



so 
ltepora by the Committee on the 1 Jth April, 1969. In the absence of SUc3 
InformatiOD it bas not been p<1~sible (ur the Committee to comment on 
certain aspects of the workin.: of FACT. The Committee trust that ia 
future tbe GovemmeDt will not allow sucb :J situation to arke. 

NEW DELHI; 
April 18, 1969 

Chaitra 28, 1891 (Saka) 

G. S. DHILLO~. 
Chairman, 

Committee on Public Undertaking~ 
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APPENDIX II 
(Vide para 6'1 of the Report) 

Composition oj the Board of DirectQr8 

lei) .Shri P. Achutha Menon-Chairman . (elected 
Director) 

-(ii) Shri K. Sreenivasa Karayalar, Trivandrum 
(iii) Dr. V. Venkitanarayanan, Director of Industries 

and Commerce, Government of Kerala, Trivan-
drum 

(iv) Dr. M. S. Nair, Director of Agriculture, 
Govt. of Kerala, Trivandrum . 

(v) Shri K. B. Warrier, Industries Secretary, Tri.,. 
vandrum 

(vi) Shri N. Chandrabhanu, Trivandrum 
(vii) Shri Salish Chandra, Managing Director, 

Fertilizer Corporation of India 

(viii) Shri M. N. Kale, Dy. Secretary, Govt. of 
India, Ministry of Petroleum & Chemicals 

{ix) Shri R. Ganapati Director (Plan Finance), 
Ministry of Finance 

(x) Shri K. S. Dutt, Visakhapatnam' 

" 

" 

" 

" 
" 

" 

" 

" 

-" 

Private 
share-
holder 

" 
Official 

of Kerala 
Govt. 

" 

" 
" 

Sponsored 
by Govt. 
of India 

Official 
of Govt. 
of India 

Official 
of Govt. 
of India 
,Private 
Share-

holder 

(xi) Shri K. R. K. Menon, New Delhi . • Nominee of IFC 

(xii) Dr. G. P. Kane, Officer on Special Duty, 
Ministry of Industrial Development and 
Company Affairs 

(xiii) Shri V. Ramamurthy, Dy. Secretary, Indu-
stries Dept., Madras 

;[ (xiv) Shri M. K. K. Nayar, .\Ianaging Director 

55 

Nominee of Presi-
dent of India. 

Nominee of Madras' 
Govt. 

Nominee of Kerala 
Govt. 



APPENDlXm 
Summary of Conclusitl1U/Recommendations df the Committee on Public 
t un4ertQkin~s contained in the Report 

Sl. No. Ref. to 
Para No. 
in the Report 

I 

1 2.17 

2 2.18 

Summary of Conclusiom/recommentiations 

3 

The Committe, aw not happy over the position ot 
supply of power to F.A.C.T. It is strange that 
while earlier the State Government was anxious to 
have a 100 MW thermal power station, the scheme 
was not approved by the Central Government. Now 
that the Central Government has approved the instal-
lation of a 55 MW. thermal power station, the State 
Government dots not appear to be keen to set it 
up. The result is that the absence of steady power 
supply has greatly affected the industries in the 
region including FACT. The Committee therefore 
desire that the Central Government should actively 
pursue the que~tion of early installation of a thermal 
power station with the State Government The 
Committee hope that the State Government would 
take necessary steps to set up the thermal power 
plant even at this belated stage so that the Cochin 
based industries do not have to depend on the vagaries 
of nature. 

The Committee feel that the Third Stage Expan-
sion was ill-timed. FAcr depended solely on the 
indication given by the Kerala State Electricity Board 
in August, 1961, that they would be . able to meet 
the requirements of power for the Third Stage Ex-
pansion without binding KSEB through an agreement 
for the supply of required power. But by 1962 the 
possibility of supply of additional power had become 
doubtful and KSEB infoI'JJled FAcr that they would 
not be in a position to give additional power from 

July/August 1964 as desired by it. The supply of 
additional power even by the end of 1 ~64 was "sub-
ject to the condition that Sholayar Station was com-
missioned by that time". Considering that the Kera1a 

56 
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3 

4 
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3 

State Electricity Board had not been able to meet the 
Company's requirements of power even since the First 
Stage Expansion and that in 1962-63 itself FACT 
had suffered a 1o,;:; in production worth Rs. 2.5 crores 
due to power cuts, the Committee feel that it should 
iJave examined carefully whether it was desirable to 
proceed further with its expansion programme unless 
there was assured power supply. Nor do the Central 

. Government appear to have given proper considera-
tion to this aspel't before advancing money for the 
Third Stage Expansion. Had this been done, FACT 
would not have faced the problem of keeping the 
plant and machinery, ~rected under the Third Stage 
Expansion, idle for about 1 t years resulting in un-
necessary locking up of a capital of Rs. 12 crores be-
sides additional expenditure on staff, interest charges, 
etc. 

2 19 The Committee have pointed out other instances 
also where the projects in the first instance or after 
expansion could not be commissioned due to lack (If 
power supply. The Committee suggest that no pro-
ject or expansion of a project should be undertaken 
ill future unless· power supply is assured with a 
guarantee where it is to be supplied by another autho-
rity to the project. 

2'26. 
.. . 

. The Co1IlIIl.ittee regret to. note that the prescribed 
procedure ofapp(oacll1ng the local manufacwI'elIS 
first was not followed by FACT before asking the 

'DGTD for clearance which resulted in avoidable 
delay in the issue of an import licence for certain 
equipment required for' Fourth Stage Expansion. 

The Committee are concerned over the inordinate 
delaYlIinConstruction of Fourth Stage Expansion. 
Not only there was delay on the part of the State 
Trading ,Corporation to issue import licence for steel 
plates and tubes, but it had also taken the Govern-
ment more than two years to release foreign exchange 
of Rs. 25'04 lakhs required for import of instruments, 
bGilers etc. This would not only result in loss of 
productiml due to delay in commissioning of -the 
plant but also a\'O;dable drain OD foreign exchange 
for importing the requited fertilisers to meet the short-
age. It was admitted by the Secretary of the Ministry 
during evidence that the case could have been handled 
mote expeditioUsly on· ,the wbole ami the delay of 
two years was a' matter for serious concern. There 
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had also been some 'slippage' in so far as clcaraoce 
trom the indigenous anate was concerned with the 
result that even though the British credit had been 
allocated for the import, the actual orders had not 
been placed. The Committee desire. that the maUcr 
should be looked into and action taten against the de-
linquent officials. 

It appears thaL tbe procedure for release of forcigo. 
exchange also reqwres to be streamlined. The 
requeSt for foreign exchange should be balanced with 
the cost of imports needed to make good the loss of 
indigenous production resulting from DOn-commission-
ing of plant for want of some imported equipment. 
Such cases should therefore get top priority. The 
possibility of making even free foreign ex.changc 
available to the publiC undertakings for a fixed period 
should also be considered to avoid such delays. 

The Committee are concerned over the loss of 
production due to power interruptions. The fact 
that the steps taken during the last one year havc 
resulted in reducmg the power interruptions prove 
Ulat the difficulties in solving this problem are DOt 
UlsurLUountable. It however, appears that earlier 
neIther tbe Stalie Governmcnt realiJed the seriousness 
of th.: situation nor was the matter actively pursued 
with them either by FACT or the Central Govern-
ment. Had this been done, the Committee sec no 
reason why it should not have been possible to solve 
this problem of power interruptions. 

In the face of the findings of an expert committee 
(Sharma Committee) which also included an oIlcer 
of FACT, and which submitted its report when 
actuals for 11 months for the year 1967-68 were 
available, the Committee find it difficult to accept the 
contention of the Management that the loss of pro-
duction in ammonia plant due to power interruptiOl18 
was to the extent of 6S days production as against 
16 days assessed by the Sharma Committee. 'The 
Committee have not been informed of any fresh facts 
which have come to the notice of the Management 
on the basis of which it had come to a different con-
clusion than that reached by the Sharma Committee. 
As pointed out by the Committee in sub.aequcnt paras 
of this report there were several opcratioalll deficien-
cies like high consumption of raw materials, large 
ooWD-time of plant and machinery, absence of proper 
co-ordinated maintenance of all the plants, etc. which 
attcctcd production in the plant. The Comlllfttee, 
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therefore, desire that instead of expJaining away the 
s~ortfall in production ill reference to power interrup-
tions alone. proper remedial measures should be 
taken by the Management to improve production anef 
achieve the rated capacity. 

The Committee are not satisfied with the explana· 
tion given for not keeping the emergency oxygen 
system in working order. They find that the oxy· 
gen pump went out of order in early 1966. Consi-
dering the large number of power interruptions which 
greatly affected production, it was expected of the 
Mana~t to take immediate steps to bring the 
plant into working order. It, however, appears that 
steps were taken in this regard only after the Sharma 
Committee had pointed out the imperative need (or 
it. The failure to keep the oxygen pump working 
during these years has resulted in considerable los. 
of production. The Committee trust that steps would 
now be taken to commission this plant and keep it in 
workins order. 

It is conceded that the power interruptions cause 
some dama~ to the plant. But it is difficu1t to 
Bl'ree that they caused shut downs to the extent of 
19.847 hoursit1 ]967·68. The Committee were 
:!ssured that the shut clown:o; were not due to defects 
in desi~ or use of :o;ub-standard material for the 
1'I1ant. Tn that case the Committee feel that the 
breakdowns could have been avoided to a lar~ 
~tent by proper mainlenRnee of the plant. A~ 
pointecf out bv the two technical committee~. there 
were deficiencies in the maintenance of the plantl 
FAITs Audltors have also pointed out that 
the !!eneraJ maintenance of the machinerY had not 
been up to the mark Hnd that it needed elMer atten-
tion to avoid freQuent hre"k down!'l. The Committee 
t''ilpect that in future proner attenion wHl he naid 
hy the Mana~ment for mnintenHnce of the Plant. 

The Committee tro:o;t that with the reorganisation 
of the maintenance denartment. Jlrester attention 
wilJ be paid to mafnten~nce. It needs no emphasis 
(hat continuou'! rroduction depends to a Jar2e extent 
on the attention pllid to the maintenance of equip. 
ment accordintl to H nropeT1v manned and C'f'-

nrdlnated schedule. The Committee eXPect 1hat 
this aspect wilt b~ given Its due weight by the Manacze· 
ment lnfutute. ------------ -,.-~.------
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TbeCommittee view with concern the high cost 
of production at FACT. As pointed out tn para 
above one of the reasons for high cost of production 
is the heavy incidence of factory overheads and ad-
ministrative expenses which are much higher than 
the standard cost fixed by the Management. The 
Committee feel that there is an imperative need for 
analysing the reasons for high cost of production and 
for taking effective steps to bring it down, 

. 
The Committee also feel that if the standard costs 

fixed by FACT are to serve any purpose. the reasons 
for variation between the actual cost of production 
and the standard cost fixed for each item should be re-
viewed periodically with a view to locating the causes 
therefor and'to take prompt remedial measures." 

The Committee feel that it would be useful for a 
public undertaking to have comparative figures from 
other underlaking!l in the same industry about various 
aspects of their working like consumption of raw 
materials. cost of production. overhead expenses. 
makcting expenditure, etc. This would enable them 
to make 'a comparative study and to take proper re-
medial mea surei'> in cases where anv deficiencies were 
noticed. As stated by the Secretary of the Ministry 
during evidence before the Committee, there should 
be no difficulty in a public undertaking getting such 
information from another sister concern. If need be. 
the administrative Ministry concerned, could be ap-
proached for this pUfJXlse. 

The Committee also feel that the project units in 
t~ adm~nistratiye Mini~tries should make compara-
tIve studIes of Important aspects of the workin~ of 
different unite; in the public sector in the same industry 
to locate areas of weaknesses. These could then 
be brou~t to the notice of the undertakings con-
cerned for corrective action. 

4' 17 The Committee cannot help concluding that 
, the expenditure incurred by FAcr on marketino 

whiCh was over 12 per cent of the sales value wa~ 
somewhat on the high side, 
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4' 18 . The Co~mittee appreciate the work done by FACT 
10 develo~tng an elaborate marketing organisation in 
Sou!h IndIa for the sale of fertilisers. They also 
realIse the need for promotional and publicity work 
to educate the farmers about the use of fertilisers and 
their correct application. The Committee, how-
e~er, feel.that the expenditure on marketing organisa-
tIon has IOcreased at a faster rate than the increase 
in quantum of sales would justify. There is thcre-
for~, a need for critical study of the marketing'organi-
sation and the expenditure incurred on it. The Com-
mittc:e feel that with the increase in volume of pro-
duction and sales in coming years, the incidence of 
marketing expenditure per tonne of sales could he 
brou3ftt down if a strict control is maintained over 
the marketing expenditure. 

4' 19 The Committee find that FA<"'! has esta-
blished its regional offices even at places where there 
was not muoh sales activity e.g., in Delhi and Bombay. 
The Secretary of the Ministry admitted during evi-
dence that Delhi and Bombay were two places where. 
perhaps, existence of these offices could be objected 
to and the Ministry had suggested it to the Com-
mittee of Directors. appointed by FACf to 
study the scope for economy in expenditure. to go 
into the necessity of these two offices being continued. 

The Committee trust that early steps will be taken 
to brin~ down the marketing expenses. 

As a commercial concern FACT has to see 
that any agreement entered into by it is to its advan-
tage and enforced· to safeguard its interests. But in 
the case of the agreement entered into with Mannam 
Sm~ar Mills Cooperative Society, this was not the case. 
What is difficult to understand io; that in spite of re-
peated comments of the auditors and even after the 
resolution of the Hoard of Directors autbori~ing the 
Mana!!i'1~ Director to take appropriate measures to 
ob~ain·the necC')sarv secudty from this Society no 
action was taken to secure the amount outstandinll 
against the Society which amounted to Rs. 6,13,S12 
as on 31s~ December. 1968. The Committee are 
cOncerned to note tbat as pointed out by Auditors of 
FACT the financial position of the Societv hits f!011e 
fTom·bad to worse. A ... on 30th June, 1967, the 
total 10!ls earried forward amounted to Rs. 87.50 
raths thereby eompletely wiping out the paid up 

---- _.--------------------------------------------------
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share capital at Rs. 40.86 lakhs and leaving no 
cushion whatsoever for the unsecured creditors. The 
Committee, therefore. cannot help concluding that 
in the present case the Management did not act in the 
best interest of FACT. 

------The Committee hope that immediate steps would 
now be taken by the Management to safeguard the 
amount doe from this Society. 

'fo . 5 The Committe.: find that even if the slow moving 
'.~ were excluded, the value of stores and spares 
was quite bigh (Rs. 297.08 lakbs) and was equivalent 
to about 30 months consumption in 1967-68. 

5·7 The: Committee trUSt thilt the review of all the 
stoles would be completeu expeditiously and action 
tltken to dispose of the surplus items in order to 
n:duce the inventories. They also hope that the 
system of procurement of stores would be so organis-
e.d as to ensure thal the stor.es in excess of the laid 
down reasonable quantities are not accumulated. 

5' 9 The Committee find that the average stock of fiDiah-
ed goods on 1st January, 1969 was about 2.3 months 
production. Considering that FACf has a vast mar-
keting organisation and the fertilizers were in short 
~upply and also large quantities of fertilizers had to 
be imported every year to meet the internal demand 
the Committee feel that these stocks are high and the 
reasons for this need to be looked into. 

S . 17 The Committee ap.,reciate the difficulties in achieving 
the designed ratios for the consumption of raw materials 
because of poor quaHty of raw materials and power in-
terruptiorls. But these can hardly justifv the excess 
consumption of hydrogen gas equivalent to 7000 tonnes 
of ammonia and of ammonia to the extent 'Of 7800 
toanes in convertin~ to the various finished products. 
Even to a technical committee (Shanna Committee) 
the loss of ammonia to this extent in 1967-68 was 
rather 'baftIin~·. A~ pointed out in the Report 'Of the 
Committee of En¢neers (P. G. Menon Committee) 
there were various defects in operation which have COD-
tnooted to the hi~her cOtl!mmotlon of raw materlal~. 
nte CnITlITl1ttee hOt>e that the iecommendations of tbe 
tw, technical committees 'WI" be implemented to save 
FACT fro." avoicbb1e 1M!: due to very high consump-
tion of raw materials. 
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5' 1.9 The Committee cannot help observing that control 
Il\'er consumption of raw materials left much to be 

. desired. The Management must be receiving reports 
of daily ronsumption of raw materials. The Commit-
tee cannot undelstand as to why the Management did 
not take timely action to reduce the over-consumption 
of raw materials but had to wait for the Audi-
tors and tbeSbarma Committee to highlight this 
fact. They desire that constant watch over the consump-
tion rates .:>f various raw mate.rials should be kept and 
whenever any major variations arc noticed as compared 
to designed rauospromptsteps should be taken to 
locate the reasons for higher consumption with a view 
to taking immediate remedial measures. 

6·6 The Committee do not consider it o.mducive to 
effective management of a large and complex business 
enterprise like FACT to have such a preponderance 
of officials on the Board of Directors. Persons on the 
Board of Directors should mainly be those who have 
experience of the industry or special knowledge of 
comme.rciaL financial and administrative matters or of 
labour management. 

6·7 _1 th The Committee also find that at present o~y 0 
Managing Director· is a full time member of the 
Board. With the large expansion of FAC!' they feel 
that it would be useful to appoint one or two fun-time 

. functional Directors. The Committee, therefore, desire 
that the composition of tb.~ Board of Directorll might 
be reviewed to ..make it more effective and business-
like. 

6· II The Committee find from the Annual Report of the 
C;Oromandel Fertilisers Ltd., that the expenditure in-
curred by that Company on salaries and wages (in-
cluding other welfare expenses in 1967-68 was Rs. 
97.98 lak,hs i.e., 8 per cent of the value of produc-
tion in 1967-68 3S against Rs. 187.49 Ialebs in FAC!' 
which works out to about 12 per cent of the total 
value of production. Thus the expenditure -by 
F ACf on salaries and wages was about 1 t times of 
that in CoromandelFertilisers Ltd, 

6' 12 It was contended by the Managing Director during 
evidence that the modem plants like Coromondel Fer-
tilisers Ltd, could not be compared with FAcr as 
these were more 'aut()ffiatic instrument controlled' . 

. _-------------
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The:: COlUmittee, however, cannot -ignore the fact that 
In FAC r also a major portion of the pJant aud machi-
uc~y was erected under the Third Stage Exp'aDSion 
which was commls~loned only in 1966. The Commit-
lee, therefore, feel that there is scope for econumy in 
expenditure I:)n staff. . 

6' 13 lbe expenditure in 1967-68 on salaries of sta4 

6 17 

employed lur marKeung was 3t times ot that in 1964-
05 wnercas the increase in sales during the corres-
pouUing period was only by 142 per CCIlL The Com-
mittee:: tIlerefore feel that there is a need 10r rem. 
of the staff strength in the various Divisions ot FAC]'. 

The Committee realise the difficulties in Ietrenching 
lhe UD~cx1 ~rsons cmployea by 1-AC 1 m the 
past. However. what is surprising is, that there has 
Deen a continuous increase in the category of semi- and 
unKillcd worken. Furtber, in spite of .baving a large 
number of semi- and uDskjlled workers, there were 3JU 
work.ers employclt on daily wages. The number of 
semi, UDlIkilJed and daily workcn having thus reached 
f719 which was 56 ~r cent of the petSODS in all the 
other categories. Tbe Committee thccefore desire that 
the need tor having daily wage workers in addition to 
a large number of semi- and unskilled workers should 
be reviewed. 

The Committee feel that exact measurelDCJlt and 
cvaluation of the performance of the staff of FACT 
at all levels by an outside expert body is neces-
Sc'U'y so that eA.-tent of surplus staff is determined. 'Ibis 
appraisal will also provide an unbiased yardstick for 
the management to judge the future performance and 
maintain control ovez the operations. 

In view of the statement made by the Managing 
Director before the Committee and considering the 
autonomy ~tcd to the public undertakiogs in makjng 
appointments, the Committee do not consider it neces-
sary to go into individual cases of appointments of 
penODS without advertisemeD1 or of retired personsl 
deputationists, etc. They would, bowo~. stress that 
the success of any undertaking largely depends on the 
persons manning if: The persons who have the autb?-
rii)l to make appomtments should so.~ ~ to aV?Id 
any criticism OIl the score of favountiSm. m mating 
appointments. 



I 2. 

7 9 

29 7"13 

S·IO 

3 

The Committee find that one of the reasons which 
affected the working results of FACT was laxity of 
control over expenditure. . 

The Committee do not question the objective of 
e~pendi~re on such items like travelling, exhibitions/ 
faus.. ~amt~nance of guest house. etc. But they see 
no Ju;stification for large expenditure on these items 
especlally under the present circumstances when the 
financial result3 of FACT can hardly be consider-
ed satisfactory. It was admitted by the Secretary 
of the Ministry during evidence that such large expen-
diture need not have been incurred on travelling and 
fairs. Evidently there is need for all round econo-
my and greater control over expenditure to improve 
its working result!!. 

The Committee regret to note that the Financial 
Manager was not consulted as he ought to be before 
any expenditure was incurred. It is however strange 
that this fact was not mentioned by the Financial 
Manager in any of the Quarterly Fmancial Reviews 
submitted by him to the Board of Directors/Govern-
ment during the last three. years. He has also not 
pointed out any case, where in his opinion, there was 
excessive expenditure and scope for economy. Some 
such instances pointed out by the Auditors of FAcr 
did not find H plaCA: in the Quarterly FinanciaJ Re-
views. In fact. these Reviews were not as compre-
hensive as they ought to be. The Committee desire 
that on the lines of the instructions issued bv the 
c&AG to the Company Auditors, Government should 
issue suitable instructions to the public undertakings 
about the main items which should be included in the 
Quarterly Financial Reviews. 

The Committee also trust that the Committee of 
Directors appointed to study the scope for economy 
in expenditure will examine in detail the expenditure 
on variou'l items to locate the areas where economies 
can be effected. It should also review the ~nt 
procedures and suggest suitable changes for ensuring 
greater control over expenditure. -

It is unfortunate that due to some reason of the 
other there have been delays in the constr.Jction sche-
dule of the Cochin Fertr1iser Project. The delays in 



I 2 

31.· 8: II 

8 17 

33 8'18 

3 

coDS~tion ~esult ~ considerable loSs·d production 
and mcrease m capital cost. The Committee theretore 
desire that every effort sbauld be made to COmmissiOD 
the plant as early as possible.-

The Committee have noted with regret the inability 
of the Government to release free foreign exchange 
for import of equipment for this project with the result 
that the eqoi'p'ment had to be purchased from the 
countries whose Governments had granted credit 
facilities. This has resulted in extra expenditure of 
20 per cent in import of equipment. The Committee 
arc not sure whether non-release of free foreign ex-
change leads in each case to such excessive increase 
in the price of imported equipment when it is obtained 
under credit facilities. The Committee feel highly 
concerned about this 9PPressive burden which the 
trublic undertakings are called upon to bear due to 
tack of free foreign exchange. They would sug~est 
Government sbauld make an all out effort to find a 
solution to this probJem. 

The Committee hope that the Government would 
ensure that engineering capabilities of FEDO and 
other such organisations are fully utilised by the ferti-
tizer industry, so that tbere are no avoidable payments 
in foreign exchange for acquisition of machinery and 
services available within the country. 

In the course of evidence before the Committee on 
the 18th February 1969 the representatives of the 
MiDistry of Petrol~um and Chemicals promised to 
fumisb information on certain points. A list of such 
points was sent to the Ministry on the 27th February, 
1969. The Committee regret to note that in spite of 
reminders sent to the Ministry the required informa-
tion was not furnished by the Ministry till the adop-
tion of the Report by the CommiUee on the 11th April, 
1-969. In the absence of such information it has not 
been possible for the Committee to comment on cer-
tain aspects of the working of FACf. The Commit-
tee trust' that in future the Government will not allow 
such a $ituation 'to arise. 
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Jain Book Agency, Con-
nausht Place, New Delhi. 

. s. Sat Narian & Sons, 3141, 
Mohd. Ali Bazar, Mort 
Gate, Delhi. 

26. Atma Ram & Son8, Kaah-
mere Gate, Delhi-6. 

7. J. M. Jaina & Brothers. 
Mori Gate, Delhi. 

28. The Central News Agency, 
23/90, ConnauJht Place, 
New Delhi. 

29. The English Boot Store, 
7-L, Conn8\1iht Circus, 
New Delhi. 

3"· Lakshmi Boot Store. 42, 
Municipal Market, Janpatb, 
New Delhi. 

31. Bahree Brothers, 188, Laj· 
patrai Marter, DeIhi-6. 

32. Jayana Book Depot, Chap-
parwala Kuan, Karol Bash. 
New Delhi. 
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33. Oxford Boot & stationery 
Company, Scindia House, 
Connaught Place. New 
Delhi-I. 

34. People's Publishing HoUle • 
Rani Jh8Dsi Road, New 
Delhi. 

3S. The United Boot Alency, 
48. Amrit Kaur Martet, 
Pahat Gan;, New Oclhi. 

Hind Book House, 82. 
Ianpath, New Delhi. 

IS 31· Bookwen, 4. Sant NIr&D-
tad Colony, Kinpway 
Camp, DeIhi-9 

20 

23 

27 

MANIPUR 

Shri N. Chaoha Singh. 
News Agent, Ram1al Paul 
HiJh School Annese, 
Imphal. 

AGENTS IN FOREIGN 
COUNTRIES 

The Secrctary~ EatablUh-
nient Department, The 
High Commission of India. 
India House, Aldwych. 
LONDON-W.C.-a. 
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No. 

68 

88 

11 
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