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ICT and the Tanpur Tertiliser Froject

A Case Study of Ioreimn Investnent®
- ' Ko bin Mirray
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In October 1964 the Govermment of India set up a Committee, under the
chairmanship of Shri B.3ivaraman, "itc examine the long-tern and shori-term
problems connected with digtribution of all chemicsal feritilisers, nitrogenous,
phosphatic, potassic and to recommend measures for evelving an efTective systznm
of distribution of fertilisers with a view © bringing sbout s rapld increase
in their use for increased agricultural produciicn”, In the Committee's report
which was completed in September 1865, it was pointed out that scil tests had

indicated that almost 2]l soils in India needed acditional nitrogen, 855 needed

additional phosphorous and 65% required additional potaéh i crop yields were

e} belincreased bylthe 50-100% necessary to meet India's foqdlrequirements

over the Fourth Year Flan period.- Accordingly whe;?as the fotal gvailability

of fertiligers in Tndia amounted to 0.473 (m. tons.) of Nitrozen (H),1 0.138
(m.tqns) of Phosphbrous (P205) and 0,051 (m.tops) of Potash (KQO) in 1964-5,

the Committéo estimated that a 'realistic' figure for ferftiliser needs at the
end-o” the Pourth Plan (1970—71) would be 2.41 m.tong of W, 1,02 m. tons of

. P205, and 0.7 m.tons.of KzO. The estimates were of the same order of megniiude

as those made by the Yoridng Group of -the Indian Dept. of Agriculture, by US AID
and by the Stanford Research Institule Which'fof the year 1970-71 were respectively

u

for W, P,0; and X,0, (2.00, 1.00, 0.35): (2.65, 1.34, 0.68) and (2.08, 1.29, =nd

0.67). These were enormous demands from an industry which was only producing

half of the fertiliser available in 19645 (0.238 ¥, 0,126 PZOB’

ﬂD.KEO), and from a country which was at that very time going though a severe

and virtually
Balance of Payments crisis,

- Significant fertiliser production in Irdia dates from the second world war.
The Japanese invasion of Burma in 1942 cut off India from its traditional supplier

of rice, and increased ths urgency of improving domestic rice yields by using

* For their help and advice in the preparation of this cagse study I would like to
thanl the Tollowing:. Ir.ilichael Clapham of T.C.T.; Ur.A31t lezoomdar of the Indian
High Commission; Hr.Stephen ilerrett of the Highsr Gducation Hesearch Unit at L.3.Z.,
and Mr.John White of IDS, University of Sussex.

1. This fiszure is for nitrogen from the Central Fertiliser Pool supplies - total
nitrogen consumed in India in 1964-5 was 550,000 tons.



chemical fertiliser. The first factory was initiated in one of the worst hit

states, Travancofe (now part of Kerala) at a site called Udyognandal. It
started commerciszl production in 19&8,'with-an annual capzcity of 50,000 tons
of apmoniun sulphate. Similarly the Bengal famine of 1843 although caused‘by
the structure of food distribution more than by a serious food shoriage, was oue
of the factors in the construction of an amoniun sulphate plant with an annual
capadity of 355,000 metric tons at Sindri near the Bihar/Bengal border. Commercial .
p;oduction began in February 1952.

Udyogmandal and Sindri originated in experiences of food shortages in the
ond world war. They were both based on old techmologies. The gecond set of
fertiliser planis was connected with the 2nd plan and used more advanced Trocesses.
Hangal (with an annual capacity of 388,000 metric tons of calcium ammonium nitrate)
was decided on in 1955 and started fuvll producticn in 1962. Trombay, 15 miles

north of Bombay, originated in recommendations by the Indian Feriiliser Production

‘Committee in 1955, though the plants (with an annual capacity of 99,000 metric

tons of urea and 330,000 metric tons of nitrophosphates) were not completed until
1965. The-production of urea at Nevvell was pfoposed in 1954, and received
government sanction in 1957: s&gain however there was a long gestation lag; the
plant (with an annual capacity of 153,000 tons of urea) did not stari commercial
production until March 1966. Finally, the 52,000 metric tons p.a. ammonium
phosphate plant at Hmmore, owned and operated by E.I.D. Parry Pit, a private
sector concern, was initiaﬁéd in 1963, A4 Map of the major factories of the Indian
Nitrogen Fertiliser Industry is reproduced as Exhibit.I.,

In spite of the severe hold-ups in the imﬁlementation of many of these projects,
apd difficulties of capacity utilisation experienced once plants came on~-stream
(the Savaraman Committee estimated that capacity utilisation during 1965-6 would be '
61% for nitrogen plants and 65% for phosphates), the growth rate of Indian fertiliéer
production over this period was remerkable. Stephen Merrett of the Higher Education
Research Unit, LSE, gives estimates of annual rates of gfowth of actual and capacity
output of 28.8% and 22.4% respectively for the period 1949~50 =~ 1965-6, compared

to 635 for ageregate industrial production in India.




The great majority oi this grovth came fromlpublic sector plants. In 1965
the four public sector fertilisef plants.produced S5 of teotal output (see
Exhibit II). There were two reasons for this emphasis. Pirst successive Indian
gbvernments had pursued a policy aimed at keeping the chenical fertillser industry
. under public contrel. BSecond, although consumpiion was increasing rapidly in the
50's, the market was still too small to be attractive to foreign fertiliser
: ﬁroduders.

In the early 1960's, however, the situation changed. To begin with, there
were significant technological changes in the preduction process. Figuré I
gives-the eléments and processges involved in nitrogenous fertiliser production,
The main process invblves producing nitrogen and hydrogen, then synthesising
them in the ratioc 1:34to form ammonia and finally conver;ing the ammonia into
an agriculturally effective substance. |

Technoiogical changes have taken place in most parts of this process, but
in particular one can singie ouat those concerned wi%h hydrogen preoduction and
those related to the synthesising of ammonia. The-production 6f hydrogen involved
the breaking down of solid, liéuid, or gaseous hydrocarbons. The hydrocarbon
molecule is cracked {decomposed by great heat) iﬁto its constitutent parts,.one of
whiéh is hydrogen, and the free hydrogen in the process gas ié then isolated in
the gas purification plants. The wvsual method of decomposition was known as
partial oxidation, when the temperaiure was raised by mixing the primary reactants
with oxygen. An alternativerﬁethod known.as the tubular process consisted of
raising the température ffom a continually operating furnace through which tubes
containing the reacténts run, but the drawback of this method was that at high
pressures the rgaction tube tended to get blocked by carbon deposits. At thé
beginning of the 1960's ICI introduced a new nickel catalyst which both activates
the steam-naptha reaction and inhibits the degredation of naptha molecules into
carbon. While this so—called haptha—steam reforming process limited the raw
material hydrocarbon input to naptha and natural gas,.it'nevertheless of fered
coﬁsiderable savings in comparison to the heavy capital and current costs of the

tonnage oxygen plant reguired by the partial oxidation process.
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At about the same time a US_firm, ﬁellogs, developed an innovation in
emmonia synthesis. This sfage in the fertilisér broduction precess consists
of passing nitrogen and hydrogen in their pure states over a promoted iron oxide
cétaljst. Under great heat and pressure part of the mixture synthesises to
ammenia and is bled off, while the unreacted gases are re-circulated to join thé
| fresh feeéstock. The pressﬁre msy be set anywhere between 150 and 600 atmosrpheres,
and was conventionzlly achieved by electric-motor driven reciprocal compressors,
Kellogs intreoduced a large-scale, single treiu, steam~turbine driven centrifugal
compressor which had the advantages of reduiring a lower capital cost on the
syn%hesising plant, a sharp reduction in bought-in power, and an increase in on-
stream time by about one week a year becsuse of its inherent simplicity and
reliability. On the other hand it implied a high minimum economic size of about
600 tons of ammonia per day, and was' inefficient in synthesising the process gases
at the.relafively low pressure of 150 atmospheres at which centrifwmls must
operate. A considerable controversy has surrounded.the centrifugal compressors,
but to guote Stephen Ferrett again, "in the Indian-context, Whére power cuis have
been a major cause of poor performance, the great reduction in bought-in electficity
reqpirements of the centrifugal compressor may well prove to be a conclusive
advantage".

The importantrpoint about both these inncvations ig that, taken together
with an increased rate of growth of fertiliser consumption in India from 1962? as
well as the fact that in a number of areas demand had reached a threshold which
allowed the realisation of economies of scale, foreign chemical firms gegan 1o
shbw a greater interest in developing fertiliser production in India.

From the pqintrgf view of the Indian government, we have already touched on
the estimates for fertiliser requirements until the endrof the decade, on the
difficulties faced in.bringing planned fertiliser plants on stream, and on the
balance of payments crisis. The gap between total fertiliser availability =and
target fertiliser consumption was progréssively ﬁidening. Imports still constituted
hall of nitrogenous fertiliser availability in 1963-4, and 1964-5, and almost all

the potash. There were clearly difficulties in meeting the increased demand either

[



from imports, or from Indian fingnced production if the new plants wers Lo be
built with imported modern technology.

Cerfainlﬁ the World Bank and the U.S. government thought the Indien situation
was such as {0 make the continuation of the public secter policy for India inadvisable.
They srgued that the foreign ezchange requirements of new fertiliser plants couid
be made a%ailable from private sourceg without eating into aid from the Aid India
Consortium. Between 1963-5 continued aid from thé Consortium was mede conditional
on the opening up of the fertiliser industry to private capital.

It is against this background that tﬁe Indian government decided to involve
private indigénous and foreign capital in the production of chemical fertilisers.
.“The changing balance as it had developed by 1965 is apparent from Exhibit II. Yet.
it was clearly ons thing to announce a willingness to accept private capital, and
another to change particular parts of government fertiliser policies to the degree
necessary for pfivate Firms (particularly those frq@,abroad) to be encouraged to
invest.

We may isolate the Ffollowing aspects of government policy which were to be
the cause of conflict between foreign Ffertiliser firms and the Indian government:
(a) the marketing of fertilisers was predominantly in the hands of co-operative
agencies. (See Bxhibit III.) That cb—operatives should play such a leading role
had been emphasised by successive official bodies, the Famine Engquiry Commission
for Bergal (1945), the Second Foodgrains Policy Committee (1947), the fivst Five
Year Plaﬁ, the Hational Coéoperative and Warehouse Board (1957), the Ngtional
Development Council -(1958), the Halagarh Committee (1958) snd the Working Group
on Co-operative Policy (1959).7 1% was hoped that fertiliser distribution would
give monetary henefits to co—operatiﬁe agencies, that the co-operative sector
Would‘provide credit fof all needy farmers {and fertiliser consumption was heavily
dependent on credit), and that in remoic aresns co-operatives formed to provide
ggricultural services would be the only channel for fertiliser distribution. In
practise the co-operatives had not made substantial profits from fertiliser
distribvtion, the volume of co-operalive credit had not been large snough to

serve Tarmers outside the co-operative fold, and their small scale and the



from imports, o from Indian fin@nced_production'if the new plantis wera to be
built with imported modern technology.

Cerfainly the World Bani and the U.S. government thought the Indian situation
wag such az to make the continuation of the public sector policy for India inadvisable.
They argued that the foreign ezchange reguirements of new fertiliser plants couid
be made a%ailable fron private sourceg without eating into aid from the Aid India
Consortium. Between 1963-5 continued aid from thé Consortium was msde conditional
on the opening up of the fertiliser industry to privaté capital.

It is against this background that tﬁe Indian goverrment decided to involve
private indigénous and foreign capital in the production of chemical fertilisers.
The changing balance as it had developed by 1965 is apparent from Exhibit II. Yet.
it was clearly one thing to announce a willingness to accept private capital, and
another to change particular parts of government fertiliser policies to the degree
neceszary for private Firms (particularly thoss frq@,abroad) to be encouraged to
invest.

We may isolate the following aspects of government policy which were 1o be
the cause of conflict between foreign fertiliser firms and the Indian government:
(a) the marketing of fertilisers was predominantly in the hands of co-cperative
agencies. (See Exhibit III.) That cb—operatives should play such a leading role
had been emphasised by successive official-bodigs, the Famine Enquiry-Commission
for Bergal (1945), the Second Foodgrains Policy Committes (1947), the fiwst Five -
Year Plaﬁ, the National Coéoperative and Warehouse Board (1957), the Ngtional
Development Council -(1958), the Walagarh Committee (1958) and the VWorking Group
on Co—-operative Policy (1959).w It was hoped that fertiliser distribution would
give monetary benefits to co-operative agencies, that the cc-operative sector
would‘brovide credit fof all needy farmers {and fertiliseﬁ consunption wgs_heavily
dependent on credit), and that in remote areas co-operatives formed to provide
agriculturzl services would be the only c¢hannel for fertiliser distribution. Iﬁ
practise the co-cperatives had not made substantial profits from fertiliser
distribution, the volume of co-operative credii had not been large enocugh to

serve Farmers outside the co-operative Tfold, and their smgll scale and the
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limitation of their sctivities to fertiliser distribution meant that they did

not enjoy economies of scale atiributed to distribution fertiliser agenciles in
developed countries (employﬁent of full-time salesmen, co-ordination of marketing
and processing of agricultural produce, supply of lkey inputs). Nevertheless the
fact that the CO—OPératiVGS were still the sole agency for instituticnal rural
credit gave them a singular advantege: the number of co-operative fertiliser
depots had risen from 23,543 in 1959, to 60,725 in 1964; and as Tor the limitations
of scale fhe Savaraman Committes concluded that this was not = reason for restrict-
ing co-operatives but expanding them, "If the Co-operative System is to play its
rightful pert in fertiliser distribution, it should take & mors active part in

the marketing and processing ventures and also mect the needs of tThe farmers for
reguisites like seeds, pesticides, agricultural implements and other necessities.”
(Report p.EO). Thus although firms selling complex fertiliseré were allowed to n
market directly, and although the Savaraman Committeedoubted whether the co-operative
systen could manage, let alene want, to deal with the distribution of the full
increase of fertiiiser production, the pclicy faveouring co—cperative distribution
7of fertilisers was deeplj entrenched in principle and in praciise.

(b) +the cemtralisation of nitrogenous fertilisers in the Ceniral Fertiliser Pool, .
orerated by the Hinistry.of Tood and Agriculture. The scheme was set up in 1943-4,.
~and it developed to ensure first that imports did not undercut hore production.
(which was for the m&St part higher cost preoduction than imports,) second to even
out prices through India,'dffsetting the spatial digadvantage of those areas fer
from ports of import or indigenous production plants. The_Pool controlled all
inports of complex and nitrogenous fertilisers, buying nitrogenous fertilisers

from the principal manufacturers, and allocating thfoughput the country. The
gpread of import, ex-factory, and pool prices is given in Exhibit IV,

(c) foreign control and joint veniures., Where foreign capital entered India

as part of a joint venture with private Indian capital the govermment had aﬁtempted
to restrict foreign companies to a minority holding. Where the joint venture was
with the government itself, a policy was clearly }aid dovn (after nesotiations

with Gsso cover a lubricating oil plant in Hay 1963) that +the Government should




hold at least 51? of the equity. With smalier companies, and with sone companias
esteblishing themgelves for fthe first time in India, the policy had some succass,

btut in general the nesd for feoreign ezchanie did lead to a softening of the provisions.
ot only did the compaﬁies themzelves often insist on majority control o secure
cortrol of the ménagement of the business, in production, marketing, finance, and
informatio&, but Toreign majority control was alse recuired by foreign bankers
providing leoan funds and by USAID in cases where it wés arranging for investnent
guaran ees tc the private U.S. investor. Wevertheless, even in the caszes where the
gOVerpment did concede the majority to the foreigrn investor they d&id still try and
ensure that (i) the debt-equity ratio was not tec high, and (ii) that the Indian
shareholders did hold a substantial part, even though a minority, of the shares.
(&) - high proportion of local inputs, both capital goods and labour.

(e) general view on the relationship of private capital and the state., The Indian
government, in as much as it had a ccherent view, arpeared to see its function as
carefully screening pfivate vrojects through 2 system of liceﬁsing, and capital

and personnel requirements, and so on, but thet firms who successfully passed
through this screening should be allowed freedom to operate, with all that this
freedom implies (i.e. freedom to malie losses as well as freedom to revatriate
earnings for example). In particular the Indien government was most reluctant to

guarantee ‘tax ratez, security of import supplies end so on. Profits were in part

a payment for risk-taldng, snd the government was most unwilling to reduce these

risks pariicularly where this bound the govermment's or some future govermment's

economic sovereighty.

"The Bechtel negotiations

The first major negdtiations under the new Indian pelicy towards foreign
rarticipation in fertiliser production took place with a U.3. consortium led by
Bechtel, One of the companies involved was Kellogs, the developers of the
centrifugal compressor system, and the project under discussion proposed to uvse
the new system to produce 600 tons of fertiliser per day. As a conseguence of

this Bechtel argued that all plant would have to be imported: though the Indian
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govermment claimed that not all plantsconsisted of compressors and that significant
portions could be provided by Indian suppliers who had developed as the result
of the purchasing policy of the public sector fertiliser plants. EBventually,
however,the Indiens accepted that the great majority of {the Bechtel plants would
be impérted..

A second source of disagreement concerned marketing., DBechiel wanted complets
freedom to market their products at their own prices. This conflicted directly
with the system of co-operative distribution discussed above, Yet az we have seen
there already existed doubts as tc the capability of ths co—operatives to manage
a greatly increased scale of fertiliser distribution, and the principle of Iree
marketing had been one emphasised by the World Bank and USAID, In the course of
the negotiations the Indians compromised dn this point ag they had on the first.
Bechtel's payback pericd was five years. They accordingly offered Bechtel complete
freedon for 7 years to parket their product at an uncontrolled price. If, afier
T yéars, the decontrdl worked, it could be maintained.,

The negotiations finally broke down, however, on the questions of guarantees
Bechtel sought a commitment from the Indizn govermment that tax rates would not
be éltered for 7 years. They alsc sought a_guaranteed off-take, the Indian
gévernment buying any unsold balance at a pricelwhich would-have assured Bechtel
a minimm of 20% profit post tax, In both these cases the govermment felt the d
denands unreasonzble enough to make the whele project uvnviable from the Indian

point of view.

TCT and the Xanpur Project

The Bechtel negotiations Wére succeeded by those with I;C.I.. I.C.I. had
‘already had considerable experience,.in India. Since 1954 it had been involved in
a joint venture with the government of India called Indian Explosives Limited
which-was set up to manufactﬁre commercisal -blasting explosives and their accessories,
By 1965 IEL had an annual turnover of 80.2m.Rs, a pre-tax profit of 19.3 m Rs, paid
taxes of 11.0m.Rs, and controlled fixed assets of 62.4m.Rs. Besgides manufacturing
e#plosives (18,765 tons in 1964/5) safety fuse (9,04 m.coils) and_gun nowders, it

- was currently engaged on an export drive and the construction of a new detonator
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In the field of fertilisers ICI had subpliéd the leader and one other member
of a three-man technical mission commissioned by the Indien goverrment in 1844
which had recomuended establishing sulphaté of ammonia production at, among other
places, Sindri. The main contractors for the Sindri plant were an American firm,

T

Chemical Constructicn Corporation (CCC), to whom ICT ascted as consultants on the
design of the sulphate plant; as well as helping in the commissioning of this
section. ICI had alszeo built up an export market of complex and phosphétic
fertilisers to India, marketing the products directly. In 1960 the vslue of all
ICT exports to India was £ 100,000 f.0.b..

In 1964 I.E.L., and the ICI Agricultural Division made a preliminary assessment
of fertiliser manufacture, followed by a market investigation in Uttah Pradesh |
and Punjab where demand for nitrogenous fertiliser had been growing rarpidly, (see
Exhibit V). In December 1964 they formally advised the Indian government of their
interest in fertiliser manufacture, and followed this up with a detailed analysis
. of the Kanpur site in Uttsh Pradesh, (8xhibit VI).

The Flan put.up by ICI to the Indian government involved an expenditure (after
the devaluation of the rupee) of 61,86 crores. (This was the figure given in the
share prospectus - later estimates of the capitzl cost gave a figure of
59.30 crores, £34 m.) Ammonia was to be provided by an 830 tons per day plant
arranged in two streams, using ICI's naptha/steam refcrming @rocess and ICI's
ammonia Synthesis;(see Figure 2)., The urea plant was also organisad in.two
streams to produce 1,400@ tons a day, or 450,000 tons per year, using the urea
Process known as Toyo Koatsu.

The Indian government wers not immediately convinced of the’efficacy of the
‘technical proposals given that they invelved using the conventional method of
émmbnia synthesis rather than the new centrifugal compressors propogsed by Bechtel,
ICY for their part argued that the market was ﬁot as yet large encugh to allow the
compresgor economies to be enjeyed, and that the conventional system was in fact
cheaper because it couid work with fewer breakdowns (thus more effective days per
year and lower repzir bills). Compressors were not in fact being produced in the

UK., and ICI's first use of the centrifugal system in the U.K. had had considerable

teething problems. To manage the difficulties of a new Feachneleog 2w BT ecod oo a1
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than in India (vwhere maintenance was always somewhat of a prdblem) was clearly
preferable for ICI. In the event the Indianfaccepied ICl's arguments, and Kanpur
ammonia is produced in a two stream 830 tons per day plant.

Pricing and Diztribution
The other matters which had caused difficulty in the Bechtel negotiations,

led to feﬁer problems in the case of ICI. The Indian governmen® extended the 7 year
formule for freedom of pricing and distribution to ICI, and also agreed to allow |
ICT to undertake a 'seeding' programme,., This seceding programme consisted of
bﬁilding up a distribution and marketing network using imported urea from the
Government pool prior to the Kanpur project beginming production. The programme

was in fact launched in the winter of 1967 and its aim was to set up distributors
(wholesalers) and selling pointa in each district of Uttak Pradesh, Harvana, and
Punjab by 196970 before the first urea came from Kanpur. By September 1970 IEL
haa eatablished 200 Indian distributors,. over 3000 selling points, 4 Area Sales

Offices, %0 Buffer Stocks and a programme that had carried out over 5000

- demonstrations to farmers on the benefit of urea as a fertiliser.

Taxes and Profits

_ F@r fheir part, ICI accepted bofh the absence of a nrofit guarantee, (or szles
off—take), as well as the lack of any cowmitment on stable tax rates. They were
offered and accepted pioneer relief (i.e._tax'concessions over the early lifetlime
of fhe vroject), and thg governnent gave conditional assurances, subject to
availability of foreign exchange, the continuing availability of imported raw
naterials and spare parts..

Domestic Inputbs

As far as purchasing of domestic inputs were concerned, the technological

decision to use ICI's ammonia synthesising process allowed a grealer proporiion of

inputs to be made locally. In fact over 50i% of the equipment uas procured from

Indian sources. Cn the labour side, a core of 60 ICI technical personuel togethef
with 40 ICI Indian staff.trained in Bngland in ICI Ammonia and Urea plants, supervised
the project. MNost of the work was carried out by Indian coniractors (45 in all)
enploying 3,500 men,almost all of whom were Indian, and while the Toyo Engineering

Corporation was contracted for the urea plant, their erection work was sub-contracted
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to an Indian ©firm. In July 1970 Indian staff teol over direét cperational
reéponsibility for all the Kanpur plants. The Board of Directors and the Orgznisation
Chart of the Tertiliser Division is reproduced in Lzhibit VII. The total manpower
requirement for the runuing of the factory numbered 1030, including 113 ﬂénagement
Staff, and for Harketing/Distribution 550, including 62 nanagement staff.

Organisational Form

On the gquestion of the form and contfol of the company there were sonme
differencea, IC0T wanted %o incorporate the fertiliser project into IEL's operations
rether than form a new company: IBL had substantial -accumilatcd reserves for
expanzion (capital reserves totalled 5.2 m Rs in September 1966); they had an
established management gtaff; capital allowances on new expenditure could be
immediatély used; and for an existing company with a good record it was thought
that borrowings would be sasier to arrange; finaliy IEL needed ammonia for

explogives manufacture and there were economies in internal supplies. The Indian

“government who had at first wanted a new company, accepted these arguments, and

acknowledged the difficulties that an TEL contribution to a new company would cause
because of double taxation of dividends within‘India.

They. were Siill concerned about ICI's dominance in theréquity of the project.
In IEL as of Juiy 1966, ICT had 705% of the paid up capital, the President of India
17.5%, and the Indian public 12.5%. . As we have seen Indian policy was against
allowing foreign majority holding, particularly where the government Waé involved:
it was also against accepting foreign equity holdings to a value greater than that

of the import content of the project. The position was Ffurther complicated by

the participation in the equity of IFC Washington, since it was not clear whether

their share (105) should be counted in the capital structure for the purposes of
control,

For their ﬁart ICI insisted on a majority equity holdirig. As they put it:
"It is ICI's policy to have a controlling interest in any major investment within
its most important fields of technclogy. The basic reason for this is that the
pace of technological development and hence the value of the Group's capability

g8 an investor and manager ig increased if there can be free and rapid interchange
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private” sources, i.e. without the baclking of public or semi-public
institurions.

Technolosical fees

Nl

One of the most difficult aresas of a Tereifgn invesiment such as that of ICI's
Cim Kahpur_is the valuation of the teéchnology brought In with the investn went.
Details of the charges sgreed upon are given in Sxhibit9, The Indien government
had some experience in this field. The state fertiliser companies had bought
Imow-how from abroad., They also =0ld know-how themselves and had their own scale

of COﬁguLLanL"' fees. The Tinal set of fees cane to L 2,194,000, which, according

in

¥

to ICI, covered the estimated costs of desien and trei: , but only made a

G

A

negligible contributicn to the company's total costs of rascarch and development on

the processes it was contributing. Ve have already noted that thz level of this
Junp was used by ICI as a nmajor arg uﬁenb in Tavour of a large equity holding in I¥L.
Bayhtha -

The principle raw material for hydrogen zroduction st Kanyur was naphtha., This
wae to be supplied from Indian refinerieé from which it was a by-product -~ the main
output of refining being kerosene and diesel. Nayhtha therefore had a low marginal
cost. It was priced on a basing point system, of ports plus carriage, but when
the carriage was a pipeline (and it wes Proposed that Kanpur would be served through
the Barauwni-Kanpur white oils pipeline), and when the product night come from a
nuntber of refinaries (the nearest being Barauni, then Ganhatti, then Calcutta -
which was in the process of construction = or even from Goocdjerati by rall) it was
clearly difficult to settle a siable price. There was littlé argunent with the
government of India over the basic cost of naphtha? but with the Indian 0il Corpor-
ation two problems arose, First ICI wanted a fixzed point of supply, whereas the
1cC clearly had an interest in preserving the flexibility of supprlying Kanpur from
é nvmber of refinaries. Secoﬁd, ICT wanted to buy solely strazght run naphtha
(whlch is the first off drawn in the refinary procegs) and not be subjeétrto supplies
oi - catalytic haphthé (wnich comes off later during refining), A changing mix of
these iwo types of naphtha involved technichal dwfflcul tlea from $he point of view

of the Kanpur operations, though from ICC's p01nt of view the ability to change the




agreed to supply IEL with straight run naphtha only, but from any refinary - all

gas to be priced at cost plus railway freight fronm Barauni .

This then was the main character of the package agreed by ICI and the
Government of India, The factory was inaungureted by the Prime IHinister herself
on December 6th 1969, and by September 1970 overall production totalled just
under'l48,000.fons. ICT estimated that when in full production (by 1974) the
plant wouldiéﬁable an additional 2 million tons of foodgrains to be produced annuzlly,
enough to feed 20 million pecple and save foreign exchange- of approximately Re 30
crores, From ICI's point of view, it was reported by Maurice Corina in the Tines
of London in January 1970 that ICI's Indian operations were consistently topping
the grdup's intermational profits league table as well as providing the company
with valuable experience in operating.in thekpolitically gensitive sub-continent.
He added, "The persistence of ICI in assisting against all sorts of preblems that
would have made lesser companies withdraw long ago does not represent good works,
It'looﬁs like good business foo, and this will be more evident as the solutien
of food problems leads on to the establishment of Indian industry on a firmer base

so opening a huge market for ICI products of all kinds "

How would you assess the outcome of the negotiations from the point'of view

of the Indian goverrment?

R.M,.

January 1971.




APPENDIX 1.

Coats of the Kanpur Project.

Capital costs are given in Exhibit VIII., These would normally be phased

£

- . . - P s r
over the four years of construction in the proportion, 15%,307s, 405,155,
Estimates of operating costs are given in Bxhibit X,

In their original calculations ICI used a depreciation rate of &% on

plaht and 4% on buildings.

Technichal fees were incorporated into the fixed capital estimates and

treated 28 a cash outflow in the project evaluation.
ICI's discount rate iz not known.

T.E.L.'s Balance Sheet and Profit and Loss Lccount for 1970 are attached

as Exhibit XI.

Note: 18 rupees = £1

-

1 lac 100,000 rupees

1 crore = 100 lacs.
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- v Name of the factory Capacity in m:o m;.omrrﬁ and capacigy Raw, H.?n_w.._u.ﬂo.mm
T . _ i terms of (tonnes) material completion
3rd Plan Targetof Production . . . | . 800,000 tonnes of Nitrogen. i : Nitrogen . '
4th Pizn Target of Production . . . 2,000,000 tonnss of Nitrogen, | (ronnes)
A. FACTORIES IN PRODUCTION: M
1. Public Sector o l2. Private Sector :
- - .1, Visakhapatnam = . 80,000 Amm, Hu_._oﬂuvnﬁ . 365,000 WNaphtha December,
i - - “u
Name of thé factory, ﬂu@mn:w End product ..Sa capacity (tonnes) Raw material. H ] Urea . . » 16,500 . 1946, ,
in terms _ . H z. Kothagudam . 80,000 Urea . . . 38280 Coal 1968-69.
Nitrogen . o 3. Gujarat (Baroda) ; 96,000 Urea . . 100,000 Naphtha March, 1967.
(tonnes) ) : JBB rmc:wvunn Refinery.
I Sindri . . . 1I7,000 Amm, Sulnhate 355,000 Coke Oven Gas, Phosphate . - 256,000 Gas, -
i Uoﬂmﬁmu: - meumwm Coke & Qémca TOTAL . L . 256,000 .
- . C. 3 . .
2. Naengal . 8o.000 Caleium Amm. 388,000 Power Torac®) . . . 796,000
. Nitrate N LT .
3. Rourkela . . .. 120,000 Do, 594,780 Coke Oven gas. Toral A4-B . OL001,250
4. FACT, Alwaye | . 30,000 Amm. Sulphate , ,.qoo_ooo Electric Power & . m WM%%WWWM APPROVED IN PRINCIPLE :
| ‘ A e+ 3peoo Naphiha a2 oo Ums . aigse Col soesen
e , 2. Private Scetor ' _
347,00 - 1. Ko (Jalan} . . 106,000 Urea . . 217,%0 Naphtha ' 1968-69
2. Private Scctor, ' 2. Goa . . .. 160,000 Amm. Huro%vmﬂn . 400,000 Naphtha Do,
(1) Ennore . . 5,250 Amm, Phosphate . 52,830 - Naphiha. ! : Urea . 165.000 .
(2) Varanas: . . 10,600 Amm, Chloride j0.640  Coke. .3. Bonoge Exp, . . 8,000 >Hﬂbm5vﬂmrn . 38,6t0  Nuphtha Do.
— ) osphate ’ o
. %250 . 4. Talchrr Complex . , 40,000 Urea® . .+ B6000 Ceaj 1970-71
s P —— Sy
3. By-Product fr em Coke Oven Plant (Public/Privare) . ; - 229 *State Govt. of Orissa Undertaking
By product from coke m Co otaL C . . 408,000 )
oven plant . . 20,000 Amm, Sulphate . 100,000 : T
. P _ : : D. PROFECTS PROPOSED FOR IMPLEMENTATION -
ToTaLlA) . . ....rqu._ub. i L Public Secror
—; L. Madras . . 200,000 To be decided, . Nuphthe  1963-69
PROJEC] R IMPLEMENTATION : ,, lia : k ,

B. PRGJECT Q@Dhm IMPLEMENTATION Likely date 6 comple; 2 Haldia ., C 200,000 Do. Naphtha  1969-70
1. Public Scetor. ton ,, 3. Cochin . . 132,000 Amm, m.roﬂu:":n . 520,000 Do, 1968-69
1, MNeyveli . . 70,000 Urea . ., 154,000 Lignite December, | ) Ureca . 60,000

3 , N _ 1988, 4 FACTIVS : ange in composici
] ) ‘el O 4. age . . 10,000 Changein composition
2. Trombay ., . go,000 Urea . . 99,006 Fuel Qi) HWMMMQJGQ.“ ’ » of Amssroniie phos, Seprember, 1968,
Nitro-Phos. . . 330,000 Refinery Gas/ i EEF.»“ES 16: 20°
Naptha. H 10 20: 2O,
. Namrep . . . 45,000 Urea . P 55,000 Natural Mageh o w
3. Tamrup 3 . Gan 1967. ! 342,000
. S Amm, mﬂnrmnn . 100,000 . h. Privare Seetor
4. Gorakhpur 7. .. . 80,000 Urea . B 179,320 Naphtha -de- m 1. mﬁos (DCAM) . . 10,600 Urea .° . Naphtha Ip63-69
5. Durgapur . R . 125,000 Amm. Sulphare 2. Kanpur . . . mool.ooo To be decided, Naphtha  1968-69
: ; .Jomvrpﬁ . 560,000 /r%::i March, 1965. o000 .
Urea . . 53,000 _Zimese.
6. FACT expansion 10,000 Amm. mr:,_:h:n T 100,000 Z\.s_::u July, Ea.h._, Totar D 242 600 T
’ Armm. Phos. . .. 100,000 : - . 792, ° i
" A, Chlogide . 17,000 _" GRAND ToTAL . 2,281,250
450,000 L e o L
T This does antinchade dhie Pelaoniy ﬂ oy havine A eanaritye af toana toannes 8N [ SR T T RTY . T R R v

ItIJ
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2
B |
! z
‘;‘ Number of dopats run by the Govermment, Geoperatives and sther apencies (n States ,
- i
5 _ [
o !
5 No. of retail depots |
(o . State — i i
1 . - Govern- Coopera-  Other Totl i Sk
E ment tives agencics L R (¢
A ‘ viz. privale |
3 ete, i
5L : -
oy : b T
3 1. Assam . e e e 1,000 - 67 - 133 1,200 |
?]: ) 3. Andhra Pradesh . . . . 767 3,721 2,119 6,607 {
N 3. Bihar . . . . . . . .. -4,099 55 4154
i 4. Gujarat | . . . . . . .. 2,306 f1010 [3:316
- 5. Kerala . . . . . . ve 1,201 607 1,808 !
S £ 6. -Madhya Pradesh . . S . ce . 4210 301 4,510 |
Cd 7. Madras . . . . . : . . 3,310 637 3,947
.‘i[ 8. Maharashtra | . “ . . .. 5,000(q) .. .geoola)
"'i; o. Mysore -, . . . . . . va 2,076 e 2,076
Ch 10. Orissa . . . . . . . .o 2,393 . 2,393
11, Punjab . C . . . . 43500 . C 4,500
12. Rajasthan | . L W . .26 307 2,522 2,855
13. Uttar Pradesh ., . . . 875 II,547 568 12,550
. 14. West Bengal . . . e 00 2,871 - 3,571 |
15, Himachial Pradesh " 2 314 339 655
'¥6. Pondicherry . . . . . . < 84 -9 63 |
17. Goa, Damsn & Din . . T . . - 6 128 . - 1§ 149 -
‘18, Delhi . . . . .. T o T Co
Iy. Jammu & Kashmir . . . . . | - |
20. Manipur , . . P R . . » "NR. N.R. N.R. NI i
25 Tripura . . . . . E : -
22. Nagaland . . . . . a e :
) ) 60,725
N.R.—Reply not received., . .
() —Approximate. ' T e -
- : . /
; _
3 .




EXHIBIT 1Y

LV A e R et At Ak o s N e R 2t Tkt 5, KaTRI R o N L e 2 Y T T S e T I R S S SV -

Procurement prices of indreenous fertiliser as compared to C & Fimport prices, Pool Prices and no-profit no-loss prices.

(Rs.ftonne - {mport prices sre C & ¥,

B e R I

3. No. TFertilizer Source 1961-62  1962-63 1563-64 1964-65 1965-66 Remark
I 2 3 4 P , 6 ; 8 ~————«-.-_9_..__k
1 Suiphate of Ammonia Sindri 29520 29520 30720 316100 316-00.
FACT e 336-00 36500 335760 31600 31600
By-product . . . 24'6-00 246'0G 246700 246-Co 24600
v ) . . 250'00* ZSO'OO* 2,5'0-00* 270-00* *EX‘BUrfﬂkUL
. . . Provisicnal 1o
IMPORT E . . 21565 210-36 201-65 28448 307-73  od to Rs, 26+
: . : (ipin” " | 302008 . 30240 30200 F9g-20
- (upto
o0l price (excluding inland Rly. freight) 3£11_51) :
301°00
{from -
1-12-6G1)
- No-profit no-Joss price (excltfdinginland Rly freight) 27268 25961 26168 31-1-0.‘1 . -525'08 (provistonaly
2 Urea <. - Sidd . 64600 646-0c 672+00 582:co 5820 -
IMPORT . . . 470°40 43845 41114 So4-64
) [ 605-53 640-00  640°00 ]  $40-00 537-60
- upto . (upto ’
e s N - 30-11-01) -12-
Pool price {excluding inland Rly. freight) | . . . % ! ;91{ 40 3_05_;3. gg) \
{ {from - " (from T
e . i-12-67) 1-3-64).
" N>-profit a-loss price (excluding inland Rly. freight) 51383 48410 412:80  449-46 4490 (provisional)
3 Calcium Ammonium Nitrate Nangal& Rourkela . 2‘75-00 275-66 280-00(N) 256-00 256-00% *Rourkela )
‘ : - - (upto 22-4~62 commenced pr
28000 duchion i 1952~
) {fromm) :
R . " 23-4-62 . _
IMPORTS . . 2%1-29 « No Imports. .
; ‘Pool price (excluding inland : { 20135 . “£39.00 -
] Rly. freight) ' (upto 239.00 239.00 239 00" {upto
1 "4 - 30-11-61) . . 7-8-65)
i ‘ ﬂ 276-55 271-00
i ' v L (from (from -
[ L r-12-61) 8-8-65)
' Wo-profit no-loss price (excluding inland Riy . freight) 270-65 30900 282745 26000 267-68  Provisional
| 4 Ammonium Sulphate Nitrate Sindri ] . . 39400 394-02 40500 42600 426-00 ‘
! IMPORTS . " 26546 No ¥Ymports.
I’ool pncx. (excluding inland Rly freight) . . [ 37&:‘42 370-00 17000 372+00 36920
upto i
.[ 30-11-6I)
‘ 4 36392 -
{ (from
I-12-61) :
Na-profit no-loss price (excluding inland Rly. freight) 163-92 405-88 41710 438-52 438-52 vazsmr al
< Ammonium Pnosphnte & . Indigenous produciion is not handled by the ool
IMPORTS (20—20—0; .. 46190 44900 438-09 500 89
“Pool price (cxcluding inland Rly [icigh) . . 565-90 53500 535-00 53500
No-profit no-loss price (excluding inland Rly. frc;vht) 491-26 477-83 51905 532+ 17
6 Nitro-phasphate No Indw neus Production
) IMPORTS . .. 48512 358-33 39575 MNoimport
’ (20-20) {12-9-12:9) {I2'9-12°9)
- Pool pncu (c\cluj[-wmlmd Rly, freight) Ce 535-90 34500 34506 345-00
No-profit nw-loss prics (2 xchiding inland Rly freighn) 515-25 384 25 423+-49 Neoimport,

T NoTE:i—DPrice revised as under in 1964 65—
{(Per metric ton)
1952-53

1963"(1.&

s P,

Rs, T.

f
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| | EXHIBIT V.

ftelh At

) e e B FUT LA o i ma amie 5 et et e 3
i
i i
I F]
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; i
H - %
: | !
§ Sonsumption of Nitrogen during Thind FiveYear Plan §
¥ ) (Figs. in tonneg) 1‘
t :
: |
; StatefAllottee 1961-62  1962-63  1563-64 1564-55 ;
; South Zone : )
. : 1. Andhra Pradesh . . . . . 45,592 66,553 75,23%
2, Kerala . . . P . 3,607 4,843 14,322
3, Madras -~ . . . . . . 30,301 34,042 66,I1T
o 4. Muysore . . . . . 7,667 15,780 26,487
i ) « 5. Pondicherry . . . . + . . 469 672 5og
P T &. Laccadive Islands . . . . . 2 e .e
Lo o . 7. UPASI . . . . . 9,921 4,296 7,820
0 B £, Coffze Doard e . 11,221 8,806 6,647
o : 9. Rubber Board . . . . 1,038 1,643 1,327
f \
i Towl South Zone . . .+ Log,B78  1,36,965  1,98,761 ol
N ' ‘ {
Vo ] West Zone ' !
b o ' : 10. Gujarat o . . . 9,517, 10,637 18,327 19,820
i : 11. Madhva Pradesh . . . . 72478 10,500 4,721 22,185
12, Maharashtra . . . . 33,069 33,356 44,391 (5,08
.13. Gea . . . . . . . - 409 5200 o :;i
. Total West Zone . 50,064 54,952 67,559 37,5,,;;
1
North Zone . :
14. Punjab . . . . . 12,706 18,624 ' 32,842
15. Rajasthan . . . ‘1,298 3,780 4,030
R ) . PR . 16. U.P, . . . “ . . . 26,302 68,015 12,271
- i L 17. T& K. . . . . . . 432 1,224 ..
I o 18, Delhi . . . ot . . 207 165 272
- 19. Himach=l Pradesh . . . . 42 493 731
Toral Novth Zene . 41,637 93,210 50,146
East Zone o
- 20, Assam ., . . . 366 192 741
21, Bihar . . . . . . . 13,243 15,100 15,479
22, Orissa . . . . . 4,926 6,905 551
23. Wost Bengal . . . - 11,856 10,019 . I7,371
24, Manipur . . . . . - 3 .. . 10G
¢ 25, Tripura . . . . . . 6 1o 20
W S 26, Nagaland . . . .. . L
i = 27. Tea (N:L. Tndiz) . . 15,579 13,877 22,427
i Total East Zone 16,279 46,103 56,608
:‘ Miscellaneous .. . . g56{a) Bos(h)  2,283(c)
B , . ‘
L * Add N in Nitrate of Soda (Chilean Nitrate) 1,000 | 1,000 1,000 ‘
; Grand Total . 2,49,824  3,33.035 3,76,827 535740
. acludes exports to Nepal (94 tonnes) & Industrial users (872) tonnes, - ' :
; . - ’ b) Tucludes exports to Nepal (131 tonnes) & Industrial users (67.4) tonnes.
T
B e e e T L AR R R D TR S ST PR ﬂ*"‘f"’_d




EXHIBIT V (41)

._.A...'.:a‘ze-.uu.._.'.;uu-..‘@a.:u T O It PRSP NS i i eaiade
i/ "
5 (¢) Includes exports to Wepal (106 topnss) & Industria] users (¥,812 tonnes) others
(336 tonuces). ’
4 (d) Includes N:pal{1s5 tonuzs), inJdustrial nsers (1,757 tornes) & pthers (2,900 tonnes)
¢ N.B.—1. Mitrogenous ferpilisers are raade availaiie maialy through the Centrn) Fertilisers F'eo /£
] Ammnronium Phosphate Sa te ( 03 A1k ANNOIIN Chloride menuiaotured in :
4 the country are, however,; OUis “Le Ceniral Pool.  Niuate of seda (in sorted [Tom .
. X 3 H - L = - s S s
' Chile——about 1,000 THNS N per ennumiyis also out side e Tool. - i
g The consumption figures have been arrived at by adding— :
E : . o . - ,
; (i) Opening stocks reported by States 1 respect of pool fertilisers; B
t (i) supplies made by tne Pool during the year; and
1 ¢iri) daspatches in the form of non-paai ferdtisers 1o destinations in different States;
1 g1 d=ductinz thereform the clasing srazis as reporred by the States, - ’
g 5. State-wise break-up for Mitrace of Soda ic not availible. Accordingly annu
' figure of import l1as baen added in the aggregate of each ycar.
4 (Source: Dyzpartment of Aericulure and Fertiliser Associztion of Indial.
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BOARD OF DIRECTORS

EXHTBIT VIT (1)

Mr, A, W. Hamer

Mre. M. G. Satew .

4
]

Mr. A. . Nuir
Mr. K. V. Raghavan
Dr. A. Scetharamiah
Mr. 1. G, Jhingra
Mr. P. K. Mukherjee
Dr. J. Bell
( Alternate Dr. S. K. Chanda )
Mr. P. M. Dagnall

( Alternate Mr, H. C. Raghubir)

I=

Executive Director, Fertilizer Division

Execative Director, Exnlosives Division

Nominated by Government of India

Nominated by Government of India
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Executive Director
A C. WEUIR
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Legal Assistant
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E T4 NP W 0

Commercial Manager Fizmance Manager
I- T T J 2 \Er -
H. C. Raghubir N, Z.N. Natiuy

Manager

ccilon Monager

thal

Urea !

AL 1L

1

Pechnical Manager

K8 Gl

Personnc! Manager

TS Tiahde
R, . Habbu

Work Study Manager
Pmowo@sﬂﬁm..

Marketing Manager
i. 5. Niredy

T Ty

K. Thyagaraj

Commercial Accountant
N. Bulasubramanian

Works Accountant
B X. Sen

[

Secretary to I E. L. Board — %, Sen.




PINANCIAL ASPECTS

-

apital cost of the Project

. Rs. Lacs
Fixed cost

Foreign

Japanese Yrn 3994 822

U.K. Lm 3.18 860

Others sm 3.24 250

Rupee 2711

Total Fixed Cost . _ ‘ 4753

Working Capital . 745

Intercst during construction . 370

Preoperational and Start up Expenses . - 172

. . Total 6040

EXHIBIT VIITI (i)
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. for continuing
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C.TD. H O%O

ENCOW -

ND MANAGEMENT CHA

of Ammonia Plant

» technica] assistance

i - ) ~
HOW CHARGES

Loatsu through 1. C. L, G K.

(Dircet Huz«nwxmb).: from Toyo I
us £450,000)

Shell R

Leseare

..D..

1. C. 1. Steam Reformin
C

. I Ammonia Synthesis

Benficld CO, Removal

voatsu would have cost

3

£200,000
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and Packing &

" S ."-'.r,. -
Electricity, Vater

Maintenance, Insurance
Salarics, Wages ( Proce 33)
Overheads

Depreciation

full cutput level)

Utilities {at t G

Power
Source

Alaol rieis

Contracted Demand

Expected
Annual

Demand

L
. Consumption
' Price
Total Annual Biil
- Water
- Source
Coniracted Demand
Expected Demand
Price

Total Annual Bill

ot Ky Mo OO
NN N o P I
w0 e O L

W
[ &3]
(i)

. R s T

2185

Panki giid Sub-station
50 nﬂ.' A
46 mVA

“914 % 100 KWH

8.5 paise/kWH
Rs.

268 lacs

Trriz

I_ov. er Gange
15 cusécs

ges ation Cane
1,5

=0 I\- per hour

Raw and Packing Materials (at full cuiput level)

Naplhtha -

Source
C‘ons"mnt'o&
Price

Total Annual Bill

Fuel Ol

Scurce
Consurnption
Price

Total Annual Biil

Packine Baos

Rs. 240[toune
Rs. 564 lacs inclading

zl
\
Ty

o

) wn

[S> TN —_—
biw}

¢

Oy W

n

w

dian Gil Corporation, barauni Refinery

+ -
RO 5341

g}

per annum

na
at

and freight

Indian Gi Corporation

<23
Bs

,000 tonae per annum

321 /tonne
80 lags

excise, sales

tax
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INDIAN EXPLOSIVES LIMITED

BOELRIR YT

1.2

BALANMCE SHEET AT 30TH SEPTEMDES 9573
187G T195%
Rs. Rs, Rs. fs,
Scheduls ’
FUNDS ET-.’IPLQVED
Shareholders?! Funds .
Share Capital {1 21,46,32.845 ! 21,41.18.370
Reserves and Surplus (2} 5,70,02,9238 H 3.60,66,705
27.17.21.874 25.01,85.815
Loans kI 31,46,26,125 | 30,28.28.839
SRR L
58.63,48,000 55.30.13.504
EMPLOYMENT OF FUNDS
Fixed Asscts
At Cost Tess Depreciation (4) 54,27,09,795 6.70,95.613
Capital Work in Progress at cost 37.88,079 46.55,66.431
54,64,97,874 i 52.70.62.104
Investments (5) 5,52,000 | 2.56.000
Net Crirrent Assets
Current Assets
Stocks .- {6} 4,51,66,361 3.23,20.702
Sundry Dablors .. (7 2,53,42,819 2.74.50,871
Cash and Bank Balances .. (B) 1,46,58.168 1.48.32.269
Loans and Advances (9) 1.22,10.243 £4.15,409
10,13.77.691 8,30.24.351
Less: Current Liabilitics and Provisions .
Current Liabilities (10) 5,47,59,073 4.33,13, 1.20
Provisions for:
Taxation (Less advance payments) 31.60.319 54,718,258
Proposed Dividend . . 36,01.500 38,01.500
Sundries 6,76.838 11.66.805
6,21,97.730 5.74,99.684
3.51,79.961 | 2.55.24.667
l
Miscellanzous Expenditure [
Expenditure on Airstrip 1,18,165 i 171,133
68,63,48,000 ,' 55.30.13.504
o
‘Notes on the Balance Sheet (11} I
The schedulzs (1) 1o (11) ferm an inlegral part of the Balance Sheet, .
This is the Bafance Shoet referred A W_HAMER Chairman & Manaaing Direetar

ta in our Renart af oven data

BA M~ AT/ VAL
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PROFIT AN LOE CGUNT FGR THE YEAR ENBED Z0TH SEPTENVIRER 1975
1570 1964
) Rs, Rs.
) Scheduls
Incame o
Sales . 25,65,19,898 16,18,22,073
Less: Rebates S,14,063 4,24 813
. , 2:) 46 05 845 15,13,97.260
Interesi from Banks and Others » 3,35,720 581,012
Inceme frem Trade [nvestment . 37,6500 324
Miscellaneous Receipts .. 8,005,529 6.36.40:4
Profit on Disposal of Assets (Net) N 1,.33.174 61,572
25, 5917 768 15,27 05.512
Expenditure
Materials and Finished Producls .. (12) 8,14,27,710 7.43.51.787
Other Expanditure (13) 8,67,21,208 3.87,02714
Depreciation . .. .- - PO ' 3,32,98,317 69.871.629
Interest .- oL .. .. . T . 1,61,28.,664 14.24,5%7
Share Isque Expenses .. ' 33,181 13.51.551
22,76,09,080 12,28,72,192
Profit before Taxation 2,83,08,688 2,96,84.320
Taxalion etc. (14) 83,454 1.56.20.000
Profit after Taxation . 2.82,25,224 1.42.74.320
Transier to Development Rebale Reserve — 3,25,000
2,82,25,224 1.38, 49 340
Transfer from Development Rebate Reserve 45,00,000 -
3,27,25,224 1,38,49,320
Surplus brougnt forward from last year 751 . 437
Available for Appropriation »,27 25 975 1.835,49.751
Appropriations
Dividends subject to deduction of tax at source: '
Interim paid at Re, 0.75 per Equity Share —%E 36.01.500
Proposet Fina! at Re. 0.75 per Equity Share —%* 36,01,500
Transfer to General Reserve 72.00.,000 ! 67.,46,000
Transfer 1o Special Reserve .. .- 2,65,25,000° —
Surplus carried forward .. .. ‘s 975 781
' . ‘ 3.2726.975 1.30.43,757
**Refer Note 7 under schedule (15) U : —
Notes on the Profit and Loss Aceount (15) i

The schedules (12) 1o {15) form an integral part of the Profit and Loss Account.

This is the Profit and Loss Account referred
. 1o in our Report of even dale,

LOVELOCK & LEWES .
Charlered Accoumants

Caleutta, 26th November 1870

AW, HAMER
M. G. BATOW
A.C. MUIR
B. SEN

Secretary

Chairinan & Managiog Director
Jt. Managing Director
Director




INDIAN EXPLOSIVES LIMITED

SCHERULES TO THE BALANCE SHEET

1970

* Paid Rs. 36,01,500

Pronosed Rs, 36,01

.5¢0

1565
Rs. Rs.
(1) SHARE CAPITAL
Authorised
83 20,000 Equity Shares of Rs. 10 each 8,32,00,000 &,32,00,.000
1,66.80,000 A Cquity Shares of Rs. 10 each 16,68,00,000 16,66.00.000
: 25 00,00,000 . 25, OO "O oon
| mamooos
Issued and Subscribed ‘
48,02,000 Equity Shares of Rs. 10 ezch 4,80,20,090 4.80.20,000
1.66.80,000 A Equity Shares of Rs, 10 each 16.68,00,000 16,68.00,053
21 48, 20 000 21.48,20.0600
Paid Up |
48,002,000 Eguity Shares of Rs, 10 each fully paid up . '+ 4,80,20,000 1 4,80.20,000
(Cf the ahove shares 13,72,0C0 shares wers allotted as f\JHl,v' paed up Bonus :
Shares by Capitalisation of Share Premium Account anc fevenue Reserves) \
1.66,80,0C0 A Equity Shares of Rs. 10 each fully called up 16,68,00,000 | 16.68.00.000
' ' 214820000 21.48.20.000
|
Less: Calls unpaid !
By Others 1.87,065 ! 7.07.650
21.48.32, 845 | 21.41.18.310
_ | mmmegmsminen
|
Note: Nvmber of shares haeld by !mperial Chemical Industrizs Limited, U. K. ! b
—1,09,60,000 (including 76,00,000 A Equity Shares) !
. . " 1
(2) RESERVES AND SURPLUS Dividends ! !
- on Equity Shares 1 ]
Balance at othar than . Transfers from | Transfers o Bzlance at .
30th September | A Equity Shares = Profitand Loss | Profit and Loss | 30th September -
1969 (Subject to Account Acsount 1870
deduction of tax | F i
at source) ‘ i
~ As. l Rs. Rs. i Rs. s, -
| i I :
Capital Reserve . 6,954 | — - [ - 6,954
| |
: : !
General Resarve’ 1.78,54,000 3,000 72,003,600 | — 2,50,51,000
Development Rebate Reserve 1,10,05,000 1 — — l 45,00,000 65,056,000
Dividend Equalisation Reserve 72,00,000 ‘ . 72,00,000 — i — —
Special Reserve — ' —_ 2,65,26,000 I —_ 2,65.25,000 ‘
i |
Urapproptiated Profits 751 i — 975 ; 751 975
e _ i | —
3,60,66,705 72,03,000 ! 3,27,25975 45,00,751 5, 70 88. 929




INDPAN EXPLOSIVES LIMITED

SCHEDULES 7O THE BALANCE SHEET (Contd.)

. 1870 ‘
' : ' Rs. T
{3) LOANS
Secwed. Loans .
{a) From Banks—Long Tem .. .. - . S 8,35,00,000

(&) From Others—Long Term:
International Finance Corporztion, Weshinglon

.. .. 2,89,26,000

Industrial Developmant Bank of tntia . .. .. 4,65,00,000
Indusirial Finance Corporation of Indja _ . .. .. 2,00,00,000

The Industrial Credis and Invesiment Corporation of India Lid. .. -1,00,00,000

Life Inzurance Corporation of India .. . 3.00,00.000

{¢} Froma Bank—OQverdraft .. .. .. .. . 97.25,835

| 22,85,51,835

1969

8.35,00,000

2.14.26,000
3.92,00,000
1.71.00.000

78,00,000
2,58,00,000

2,38,32,085

21,8758 089

Unsecured Loans _ ’ - i
{#) From a Bank—Long Term |, .. D . . 18,33,806 78.33,905
{b} From Morgan Guaranty Trust Company of New York—Long Term . 90,00,000° 80,00,000
(c} From Tovo Engineering Corporation, Tokyo, on Long Term Defarreq '
PaymenlArrangemen[ .. . .. - 7.34,61,256 7.32,36,895
" (d) From a Bank—Qverdrart .. . .. . . 16.79,130 -
« 8.59.74.291 | 84070800
31,45,26,126 30.28,28,889
Notes: -
Secured Loans
1. The loans under (2} and (£} secured by mortgage of immoveble propertjss &nd hypothecation of movat le
propertics, presant and fuiura, subject 1o the charge s2curing the lsan under item (2).
2. The loan under (e) secured by hypothecation ot Raw Materinls, Finished #1d Semi-finished goods, Stores
{otber than those imparted under the Deferred Paymeant Arrangzment or purchased out ef loan from
Internationsal Finance Carparation, Washington) end Sook Cabts.
Unsecured Loans
The loans under (&) and (c) are guaranteed by the Industrial Daveiopment Bank of India to which Quarantees,
the charge on properties in respect of the secured loans under {2) and (b} also concurrently extend..
ﬁ_ ; —_— ,,,.__,_‘,,_.,E%‘ﬁ¥—-ﬁ___ﬁ___ﬁf___ﬁ,,,_...‘_ e :
{4) FIXED ASSETS . ) 1970 7968
. .:;,7..__.giﬁ_.,7%_,h‘ﬁ__-_‘____,i_.__‘__ N —_
Additigns Sales and
As per [ast and Transfers Anmounts .
Balance Sheet during the Written off Depreciation Net Net
(At Cost) year (At Cost) (At Cast) 1o date Book Value Book Value
Rs. . Rs. Rs. " Rs. Rs. As.
Land )
Frc—ehold'and Leasehald . G5,B3.556 217,776 2.51,381 - 65,19,981 65,53.556
Buildings - .. 3,71,29,434 1.64,54,853 —. 1.29,40,140 4,05,44 207 2,60.77.291
Plant and Machinery . 5,80,87,634 47,24,01,329 — 6,56,83.486 46,48.00,497 207,30, 322
Railway Sidings .. 5,858,665 1,40.95,661 — 10,87,1563 1.35,87 173 3.47,301
Rolling Stock, Motar : '
Vehicles etc. .. .. 81,69,123 54,39,812 5,48,354 63,84,021 65,76,550 29.50,467
Furnityra, Fittings and
Equipment .. . 70.95,475 73,68,984 3,22.134 36,69,948 1.04,71,377. 44,.36,732
11.76.23,947 51,69.78.415 11.22.839 3,97.69,728 54,27,08,795
Previous year .. .., 171,08,05789 71.92.832 3.74,775 5.65,28,334 6.710.85,613
e — vy - > - D £

12




INDIAN EXPLOSIVES LIMITED

SCHEDULES TO THE BALANCE SHEET {Contd.)

(5) INVESTMENTS — At Cost 1970 | 1969
Unquated Rs. Rs. Rs.
Trade
imkemex India Limited

25,000 Equity Sharss of As, 10 each fully paid up 2,50,000 2.50.000

Belvedere Estates Limited i

4002 Ordinary Shares of Rs. 10 sach fully pald up 87,660 ) :
%/ Debenture Stock fully paid up 2,08,140 2,96,000 | -

East India Clinic Limited S .

5% Non-Redeemalle Debenture Stock fully paid up 6,000 i

. 5,62, OOCI :
e | e
(6) STOCKS — At Cost Rs. Rz,
Stores and Spare Parts . . .- .. 1,38,67,329 37,08.353
Packing Materials .. .. . e v 39,80,740 11,086,434
Loose Tools . 111,510 85,927
Raw.Materials 785417t | 57.62.370
Finished Producis 1,84,81,486 2,058,75 237
Work in P ocess 48,81,125 10.87, 637
4,91,66,361- ¢ 3, 20 20 702
(7). SUMDRY DEBTORS Rs. Rs. | As.

- . |

Secured . }
Debts outstanding over six months 37,267 i 5,00.585
Other Dabts 27.41,819 . 27.13.623

Unsécured .

Debts outstanding over six months: N
Considered Good (a) 73,38,339 F | 60, 52 75.1 '
Considered Doubtful 22,480 [ — i

e | .

- : 73 60, 819 I :

Less: Provision for Doubtful Debts . . 22,480 i ; - i
. 73,38330 | 6052755

Other Debts — Considered Good (b)), 1,52,25,334 | 1.87.85,008

2,63,42,819 2,74,55.977

Included in . !

(a) Tax Credits’ Receivakle 60,38,145 53.49,000
- {#) Companies under the same management ;
Chemicals and Fibras of India Limited . 81,230 | 65.325
The Alkali and Chemical Corpurdnon of india Limited — 7.12,555
Tax Credits Receivable — 17.36.000
The maximum amounts due dur;rg the year by: ;
Chemicals and Fibres of India Limited 1.56,315 65,325
The Alkali and Chemical Carporation of India L|m|red 5,44,318 ; 1,72,113
I.C.E (india) Private Limited 1,03,398 I 7,13,28,313
(A Private Company in which there are common D|rectors) ' |
T S e e e — - —
(8) CASH AND BANK BALANCES Rs. | Rs.
Cash in hand and in transit 1411382 | 458254
With Scheduled Banks : |

Current Accounts 79,87,466 893,78,4086

Dividend Accounts 69,475 47,385

Share Application Money F‘e.und Accounts 5,975 5,875

National and Grindlays Bank Limited, London: }

Current Accounts 16,15,2M 10.76.318
Short Term Deposit Account - 36.78,579 —
With Margan Guaranty Trust Company of New York:

Current Account . . — 4,856,823

Short Term Deposit Acoount _— 53,75.00
Maximum amount at any time during tI-‘e year Rs 5.8 71 ,923

(1969—Rs. 89,51,885) ‘
1,46,68,168 ' 1,48,32,2589




1NDIAN EXPLOSIVES LIMITED

SCHEDULES TO THE PROFIT AN 3 L35S ACCOURT

Allocated as f‘c_l)_lllqws:'_,‘ . N .

Manufacturing
Selling and Distribution
Administrative

1970 |

. i
(12) MATERIALS AND FINISHED PRODUCTS - Rs. i ' Rs.

Cpening Stock :
Raw Materials .. .. .. .. . 57.62,370 36.55,338
Packing Matecials -11,06,434 13,67,845
Finished Products .. e s 2,05,75,93t- - 1 58 31,722
Work in Process .. L .. 10 381,637 i 52 4494
' 2.85.26,422 . 2,20,06,749

: i

Add: Purchases :

. !
Raw Materials L . - . 5.88,83,657 _3.97,43.045
Packing Materials 2.31,61,52¢ 87,28,621
Finished Products 51,15,111 ; 32,18.55,794

S

11.66.86,784 ' 710,287,209
! e .

Deduct: Closing Stock J
Raw Materials 79,15,723 57,62,370
Packing Materiats .. . .. .. .. . 39.80.740 17,068,434
Finished Products : .. .. . .. .. e - 1,84,81,488 2,06,75,931
Wark in Process - . 48,81 125 C 10, 8;' 637
' " 3,52,59,074 - 2.85.26, 422
81427710 /43 ??87
{13} OTHER EXPENDITURE - Rs. Rs,
Sfores and Spars Parts 49,37,345 13,371,437
Pawer and Fuel 1,73,44,794 41.46.281
Salaries, Wages and Bonus (a) 2,18,38,078 1,26.63,750
Lontribuiions to Provident and Pension Funds 15,63,486 6.65,648
Weifare Expenses of Staff and Warkmen (b) 19,561,169 8,48,544
Rates and Taxes 2,383,470 1,28,514
' Rent .. 17,25,461 8,143,757
Repzirs to Bm'des () 3,299,878 2,711,012
Repairs to Machinery (b) . .. .. 66,69,328 35.50.254
Insurance .. .. .. 32,69,828 17.00.313
Freight and Transport Charges 1,12,32,833 29,894,300
Commission to Sole Selling Agent — 19.74,226
Qther Selling Cammission .. .. . .. 4,05,031 2,258,724
Royalties & Technical Fees .. .. . .. en 36,73,212 28.88.2089
Excise Duty (¢) . ) - 1,10,08,378 320,487
S_undries (e} 1.36,32,840 60, 6:3 784
9,98,90,231 ° 4,05.70,500

Less: Recovery of Expenses

(including amounts allacated to Capital Rs. 7,09,635) .. .- 31,669,023 18,67,786
"""" 9,67.21 208 387 02 714

6,12,22,014

1,97.67.580

2.66.83.763 7.47.04.905
88,165,431 42,35.929
9,67,21,208

3,87,02,714




INDIAN EXPLOSIVES LIMITED

SCHEDULES TO THE BALANCE SHEET (Contd.)

1870 | 1569
. l
(8) LOANS AND ADWVANCES (Unsecured, considered goad) Rs. j Rs.
! ‘
Advances recoverable in cash or in kind or for value to be received (a) 84,28,274 | - 60.66.477
Deposits: : R
With Customs, Port Commissioners and Excise Authorities 4.93,857 10.78.428
Other Deposits . 32,88,172 ! 12.70.508
.... - S —— ] [ —
1,22,10,343 ; 84,15,406
{a) Due by: Imperial Chemical Industries Limited, U.K. — 2,071,157
Maximum due during the year 2,071,151 6,098,830
————— e - i T
(10) CURRENT LIAEILITIES Rs | fs.
Sundry Creditors - 3.12,26,218 | 2,75.59,6893
Other Liabilities . . 1,08,82,277 J 76,758,687
Imperial Chemical Indusiries Limited, U.K. 9,858,307 | 72,99,254
1.C.. (India) Frivats Limited . o 62,003 | 1,73.062
The Alkali and Chemical Corporation of India Limited T 31,799 —
Imkemex lodia Lirnited .. .. TU1L,431 —
Interest accrued but not due on Leans .. 112,656,647 65,60.348
Unclaimed Dividends . 59,475 41,383
Directors” Current Accounts .. 1,816 ﬁ 3,469
_ Y e ——
547,598,073 | 43213720

_(11) NOTES NN THE BALANCE SHEET “Rs.
1. Estimated amount of contracts remaining to be executed on Capital Account and not . .
provided far . e o .- 47,685,075
2, Capital Work in Progress includes Plant in Transit : ;I.23.761
3. Stocks include in transit 21,43,493
4, Retement Gratuities are accounted for on a nash basis.
‘6. Contingent Liability: : .
Atlsing from an [adustrial Tribunal Award which has been challenged in the )
Caleytta High Court and an interim stay order has been obtained .. ‘. o _1,45,251

6. All foreign currency balances have been converted at standard rates of exchange on
the date of the Balance Sheet.

7. Previous year's figuses have been re-arranged where necessary to make 1hem comparable
with those of current year,

A, W. HAMER Chafrman & Maneging Director
M. G. SATOW Jt. Managing Directar
A.C. MUIR Direetor
B. SEN Secretary
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! INDIAN EXPLOSIVES LIMITED
l .

|

; . SCHEDULES TO THE PROMIT AND LOSS ACCOUNT (Centd.)

1970 | 1958
"{13) OTHER EXPENDITURE {Contd.) Rs. ' As.
Ircluded in ;

{2} Pension paid o a Retired Director 14,400 I 74,400

(b) Salaries, Wages and Bonus 26,97,281 | 14,690,585

Provident Fund Contributions 8,359 | —

Stores and Spare Parig 25,75,808 | 22,29.826

Power and Fuel 58,261 ! 17,048

Rent . .. . 2,39,882 | —-

Insurance o .. v 4.814 ‘ 5,107

{¢) Paymant relating to previous year 3,523 | 2,068

(d) White off in respectlof expenditure incurred on Alrstrip 52,968 52,856

Provision for Doubtful Debtg 22,480 —
—— T T S

Rs. As.

(14) TAXATION ETC. -

. Income Tax 83,464 1.73.56,000
Less: Tax Credit undef Sectian 280 7B of [ncome Tax Act, 1961 — 17.36.000

' : 83,46 7,56,20,000

7{15) NOTE::S ON THE PROFIT AND LOSS ACCOUNT

2. Interest from Banks and Others include Rs, 45 55 relating to previous years,
deducted is nil and Rs. 8,250 respectivel g,

4. Miscellaneous Receipts include Rs. 15,459 in respect of previous year.

5. Interest paid includes Rs. 1,48,42,776 on Fixed Loan.
6. Payments to Auditors:

source, Rs. 36,01,500 paid and Rs. 36,01,500 proposed have been recommended

8. Total remuneration of the Diractors including

8. Central Goverament's approval is awaited tg the appointment

Alternatc Directars in the Whole-tima employment of the Company.

for the approval is being submitted.

of current year.

1. Rebates on sales are after adjustment of short provisian of Rs, 8,473 In respect of previous year,

3. Interest from Banks and Others and Income from Trade investment are shown gross ang tax

Audit Fees .- . . Rs. 50,000 (79693, Rs, 8,000)
Expenses .. . . Rs. . 4,199 {19683, Rs. 505)
Other Services Rs. 10,000 (7959, Rs. 14,038}

7. Dividends for the year an Eguity Sh‘ares other than A Equity Shares, subject 1o deduction of tax at

ior payment out of
the amount standing to the credit of Dividend Equalisation Reserve and Genoral Reserve as on

30th September, 1969, and accordingly are shown under Reserves and Surplus (Schedule 2),

Managing Directors for the year .. Rs. 11,198,050 (1559, Rs, 6,57,513)
Estimated cost of benefits included above - . Rs. 37,751 (7959, Rs. 23.117)

s of Mr A, W, Hamer as a Managing
Director, Mr M. G. Satow as a Joint Managing, Director, Dr 5. K. Chanda and Mr H, C. Raghubir as

The remuneration paid/payable to the above-mentianed Directors and 2lso the increassed remunera-

The above appointments and remuneration have been approved by members in General Nieeting,

The total Directors femuneration shown in Note (8) is subject also ta Central Government's -
approval due to absence of not profit vide Section 198 of the Companies Act, 1956. An application

10. The armount shown against income Tax for the current year in Schedule 14 ralates to UK, Tax.
11. Previous year's figuras have Leen re-arranged where necessary to make them comparable with those

A.W.HAMER Chairman & Managing Director
M. G. SATOW . Mznaging Director -
AL C.MUIR  Director

B. SEN Secretary




