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Gentlemen, 
The Accounts for the year ended 

31st M a r c h , 1952, have been in 
your hands for sonic weeks and it 
is hardly necessary for me to com
ment on them at any length for, as 
usual, they are fully informative. I 
would , however, like to draw your 
attention to what may be regarded 
as somewhat abnormally favourable 
features of your trading results dur
ing the year 1951-52 compared to 

1950-51. 
We have been able to transfer 

f rom our gross earnings to a reserve 
Rs 5 lakhs towards the cost of the 
rehabilitation of the K u l t i Blast 
Furnaces in accordance wi th the 
requirements of Government in 
pursuance of the recommendations 
of the Tar i f f Hoard. This is not 
an appropriation of normal profit, 
since in the revised selling price of 
p ig i ron there was included a spe
cial clement to provide for this 
reserve. 

We have also paid our Preference 
shareholders Rs 7,50,000 for the 
whole year, compared w i t h only 
Rs 12,28,081 for the broken period 
ended 31st March , 1951. 

In addition, we have been able 
to transfer a sum of Rs 10 lakhs as 
provision towards the development 
of our ore mines and collieries. As 
a result of the projected expansion 
scheme, of which you all know, the 
question of the mechanisation and 
development of our iron ore pro
perties and Company owned col
lieries has become a matter of ex
treme importance and, indeed 
urgency. It would be the height 
of folly to ignore this as the de
mand for very largely increased sup
plies of ore and coal w i l l have to 
be met in the course of a few years. 
Not only quantity must be increas
ed but, more important s t i l l , quality 
must be improved as on this rests 
efficient operation in Our Blast Fur
naces and, in turn, a lowering in 
our overall cost of production. Our 
a im is to increase our production 
to the maximum and to be as i n 
dependent as possible of outside 
sources of supply. In order fully 
to achieve this dual purpose heavy 
expenditure spread over several 
years wi l l be necessary. The pre
sent provision of Rs 10 lakhs is only 
the first step in this direction. We 
shall be well advised to make every 

year as much provision to carry out 
quickly our purpose as we can 
afford without prejudicing the d iv i 
dends, the depreciation and the dis
charge of other essential obligations. 

The higher profits for the year 
under review, to which I have made 
reference in my opening remarks, 
are, to a large extent, due to the 
increased production of p ig iron 
and, also, the improved working of 
the K u l t i foundries as a result of 
the recent installation of modern 
mechanised equipment. 

Further, the upward revision of 
the selling price of pig iron, which 
came into force in August, 1931, 
had a bearing on our more satis
factory working results. 

I would like to say a word of ex
planation to those of you who may 
not be familiar wi th the technical 
aspects of the operation of blast 
furnaces in order that you may not 
suppose that last year's production 
of pig iron represents a normal 
average annual figure. 

We have four blast furnaces in 
a l l ; two at Hi rapur and two smaller 
and older furnaces at K u l t i . These 
four furnaces happened to he in 
full operation throughout the year, 
which is a most exceptional cir
cumstance, A blast furnace has a 
normal life of four years, its life 
depending on the condition of the 
interior firebrick l in ing. So, wi th 
four furnaces in continuous opera
t ion, it is usually planned that one 
furnace is out of operation each 
year for relining wi th firebricks, a. 
matter of some five months. I here-
fore, a four-furnace operational 
programme means, in practice, a 
three-and-a-half furnace operational 
average output per annum, the 
total production for any particular 
year being dependent on whether 
one of the bigger or the smaller fur
naces is under repair. I would like 
to add that the exceptionally high 
production of last year was not due 
wholly to the simultaneous working 
of four furnaces. It was also the 
direct result of careful and efficient 
technical opera don. Obviously you 
w i l l hardly expect me to guarantee 
a repetition of last year's perform
ance as if it depended solely on the 
Managing Agents, 

As the demands of the steel side 
of our Company's operations ex

pand, the off-take of pig i ron, in 
the form of hot metal, w i l l increas
ingly develop, but as a consequence 
of the merging and expansion of 
the Company's plant and that of 
the Steel Corporation of bengal, 
the uncertainty of the position of 
this Company often created by the 
agreement wi th the Steel Corpora
tion of Bengal w i l l disappear. 

Any reduction in our earnings 
due to the availability of less sur
plus i ron for sale from our Hirapur 
works w i l l be offset by higher earn
ings from the manufacture of lar
ger quantities of steel and its sale 
at higher prices than now, due to 
the higher overheads and return on 
investment to which you w i l l be 
entitled by reason of the merger, as 
1 shall explain to you in a later 
paragraph. The higher retention 
prices for steel recently announced 
w i l l remain in forte to the advan
tage of both the Companies from 
the beginning unt i l the end of this 
year, and those for pig iron un t i l 
the 30th of June, 1934. I am men
tioning these facts at this stage in 
order to reassure you at the very 
outset that your dividend earning 
capacity wi l l not be adversely a fleet
ed by any smaller sales of pig iron 
or as a consequence of the merger. 

Merger 

I shall now deal briefly wi th the 
most important question affecting 
the shareholders of both the Com
panies, namely, the Merger. The 
circular letter addressed to you w i t h 
which was enclosed a copy of the 
Iron & Steel Companies Amalgama
tion Ordinance 1952 . No. V I I I o f 
1952, has explained to you in much 
detail the history of your Com
pany's association wi th the Steel 
Corporation of Bengal in 1937. the 
reasons for the amalgamation, the 
method prescribed by the ( iovern-
nicnt of carrying out such amalga
mation and the financial and other 
arrangements for the vast exten
sions which are to be executed to 
the advantage of the amalgamated 
Company, and in the interests of 
the nation at large. 1 shall, therefore, 
not detain you to enlarge on this 
subject except to elucidate a few 
points affecting your future fortunes 
which w i l l be indissolubly linked 
wi th those of the shareholders of 
the Steel Corporation of Bengal, 
from the 1st of January, 1953. 
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In order to enable you to appre
ciate the effect of the merger on 
your t rading prospects I can do no 
better than quote two short extracts 
from a letter of the Government of 
India dated the 30th of October, 
1952, and addressed to both Com
panies: 

" As you know, the Tar i f f Com
mission have made the fol lowing 
recommendations besides the re
commendation regarding the reten
tion prices: 

(1) II SCO and SCOU may he 
informed that should H i r a -
pur I r o n Works be amalga
mated w i t h SCOB, the re
tention prices of steel pro
duced by the amalgamated 
concern w i l l be calculated 
on exactly the same pr inc i 
ples as have been applied in 
the case of Tatas. 

(2) * * * 
T h e Merger o f I ISCO's 
Hi rapur Works w i t h SCOB, 
besides improving the eco
nomic position of both the 
plants, w i l l help the expan
sion of Iron and steel capa
city in the country . . . and 
the companies should, there
fore, make determined efforts 
to bring about the Merger 
as early as possible. 

The Government of Ind ia have 
accepted these recommendations." 

Dealing wi th the second recom
mendation first, namely, the ques
tion of the merger, I may remind 
you that from the inception of the 
Indian I ron & Steel Company it 
was contemplated that as soon as 
a convenient moment arose, it 
should extend its operations to the 
manufacture of steel. For reasons 
explained to you in the circular 
letter, the opportunity fully to carry 
out this purpose did not arise, but 
in 1937 the Indian I ron & Steel 
Company became associated w i t h 
the Steel Corporation of Bengal. 
It contributed a substantial amount 
of the ordinary share capital to 
help the establishment of the Steel 
Corporation of Bengal and agreed 
to supply to it the hot metal and 
all auxiliary raw materials and 
essential services for the manufac
ture of steel. 

In 1948 the Tar i f f Board formal
ly and for the first t ime raised the 
question of the amalgamation of 
the two Companies. Since that 
date this has been under the con
stant consideration of the Managing 
Agents and the Directors of both 
the Companies. The recommenda
tion was repeated by the T a r i f f 

Board o f 1 9 5 0 a n d b y t h e T a r i f f 
Commission of 1951 and accepted 
by the Government on every occa
sion. W i t h the growing shortage 
of both i ron and steel and the 
anxiety of the Government to i m 
prove the supply of both, and wi th 
the visit of the representatives of 
the International Bank the question 
came to a head wi th results w i t h 
which you are now familiar. It is 
a splendid opportunity whether f rom 
the short or the long-term point of 
view upon which the shareholders 
of both the Companies may well 
congratulate themselves. 

The effect of the acceptance by 
the Government of the first recom
mendation referred to above, name
ly, the calculation of the retention 
prices on the same principles as 
have been applied in the case of 
Tatas, w i l l be that both the Com

panies when merged w i l l benefit by 
receiving what may be considered 
an economic price for the hot i ron 
and services which had previously 
been reduced entirely in the inte
rest of the consumer, who had 
never been at any time even in the 
picture when the Agreement of 
1937 had been made. Ful l over
heads and profit wi l l be calculated 
on the value of the entire Hi rapur 
block and included in the future 
Retention prices of steel. This w i l l 
make a substantial addit ion to the 
amount of depreciation and the re
turn on investment at present allow
ed and wi l l be included in the cal
culation of the retention prices. 

The Ordinance provides that all 
the profits and realizations of the 
Steel Corporation of Bengal in 1952 
under the recently revised scheme 
of differential retention prices shall 
be tranferred to this Company w i t h 
the exception of the in ter im d iv i 
dend of 2½ per cent paid to the 
ordinary shareholders and the d iv i 
dend to the Preference shareholders, 
But the Merger as such w i l l have 
no effect on the overheads and 
profits on the steel produced in the 
calendar year 1952, though its ad
vantages w i l l accrue to this Com
pany for' the last three months of 
its financial year 1952-53. 

The time necessary to ta r ry out 
the extension schemes to br ing them 
fully into operation and to dis
charge all the obligations incurred 
by us to finance them w i l l require 
many years. For the Sake of con
venience I shall divider these years 
into three periods. Y o u r t rading 
results w i l l vary i n different degrees 
for each period but, it is hoped, that 
the variat ion w i l l only mean a pro

gressive improvement in your pros-
pacts. 

The f irs t period dur ing which the 
whole benefit of the Merger w i l l he 
effective w i l l be f rom the 1st of 
January, 1953, un t i l the completion 
towards the end of 1953, of the 
works now in progress in connection 
w i t h what is called the first stage 
of extensions of the two Companies. 
This w i l l add 4 to 5 crores of 
rupees to the value of the combined 
blocks on which fu l l overheads and 
return on investment w i l l be allow
ed and included in the retention 
prices of steel. This position w i l l 
remain practically unchanged dur
ing the construction of the major 
extensions, which are expected to 
be completed and brought into ope
ration in 1957-58. This may be 
regarded as the second of the three 
periods. You w i l l observe that 
though I have drawn your atten
t ion to the fact that the year 1951-
52 should be, for the reasons given 
by me., considered as abnormal, 
your dividend earning capacity can 
reasonably be expected to remain 
unaffected throughout the period of 
construction. 

This brings us to the third and 
the last stage of the development 
of the amalgamated Companies. 
It would he not only very difficult. 
but unwise, for anyone, to venture 
on making a forecast of how the 
financial position and the trading 
results of the Company wi l l pre
cisely stand several years hence. 
Hut this much can be said wi th 
some confidence: that your pros
pects may reasonably be expected 
to improve. It is true that we are 
to carry a large burden of debt, 
estimated at present to amount to 
over 31 crores of rupees in order 
to carry out the extensions. But 
the terms offered and now being 
finalised between the Government 
of India , the International Bank 
for Reconstruction and Develop
ment and the Company are expect
ed to be such that you wi l l not only 
be able to meet your liabilities both 
as regards the principal and the 
interest, but there may be a certain 
margin left which w i l l help you to 
expedite the discharge of your lia
bilities. The position w i l l be that 
when you have paid off your debt 
under these terms, you w i l l have 
added to the value of your assets 
and your block many crores of 
rupees on which you w i l l receive the 
usual overheads and profit wi thout 
having had to make any financial 
contribution. Under these circum
stances, I hope you w i l l realise i n 
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what a fortunate position you are 
a n d in w h i c h you are l ikely to re
main . Y o u w i l l be the owners of 
one of the largest integrated plants 
outside the Uni ted States of Ame
r ica w i t h possibilities, i f opportunity 
arises, for even further expansion. 
I t w i l l , therefore, be our duty to 
concentrate al l our time, energy and 
thought on the implementation of 
the scheme, whilst enjoying at 
the same time the reasonable fruits 
of our endeavour and to regard the 
national interest as our own. 

In order to make the principles 
of the merger effective, fresh reten
t ion prices for steel w i l l have to be 
fixed, on our application, for each 
one of the three periods mentioned 
by me, The works costs w i l l have 
to be calculated by a method dif
ferent f rom that followed up to the 
end of 1952 The overheads and 
profit also w i l l require adjustment 
to bring them into relation wi th 
the changing value of the combined 
block as and when new units are 
completed and brought into opera
t ion. As I have already said, we 
have the assurance of Government 
that this w i l l be done. 

When all matters pertaining to 
the Merger have been completed, 
it is our intention to issue to share
holders a further short circular 
letter giving information regarding 
the loans and the terms of repay
ment, the 11 lakhs of Steel Corpo
ration Ordinary shares held by this 
Company, the Allotment Letters 
and Share Certificates for the I n 
dian I ron & Steel shares to be issu
ed in exchange for Steel Corpora
t ion shares and any other relevant 
matters which may be found neces
sary . 

I cannot conclude my speech 
without, asking you to allow me to 
convey your thanks as well as those, 
of the Directors and Managing 
Agents of both Companies to the 
Government of India as a whole 
and particularly, to those. Ministers 
and Heads of Departments for their 
sympathy, unstinting help and con
sideration for our present and 
future interests, which we have re
ceived from them throughout the 
prolonged negotiations. 

I would also take this opportunity 
of expressing on your behalf and 
on behalf of your Directors our 
appreciation of the sustained efforts 
of our General Manager, his staff 
and all employees of the Company, 
w h i c h have contributed in no small 
measure to the satisfactory results 
of the year's working. 

November 22, 1952 
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