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Company Notes 

The Tata Iron & Steel 

DU R I N G the year ended March 
31, 1953, the Tata Iron and 

Steel Co L t d realised by sale of 
products Rs 38.89 crores as against 
Rs 33-96 crores in the previous 
year. After adding Rs 2.27 crores 
to this on account of the increase 
in retention prices recently sanc
tioned by the Government, and 
subtracting Rs 5.64 crores for re
bates payable to Government under 
steel control, the net receipt for 
products is put at Rs 35.52 crores 
compared to Rs 32.61 crores in the 
previous year. Realisation from 
sale of foodstuff and" other commo
dities amounting to Rs 65.6 lakhs 
and other miscellaneous income 
aggregating- Rs 116.4 lakhs were 
lower in 1952-53 by about Rs 28 
lakhs and Rs 20 lakhs respectively. 
Together wi th a net refund of EPT 
amounting to Rs 20.9 crores, gross 
receipts during the year totalled 
Rs 37.75 crores, or Rs 2.68 crores 
more than in 1951-52. 

On the debit side, purchases have 
fallen from the previous year's level 
of Rs 10.68 crores to Rs 9.01 crores. 
Payments to and provision for em
ployees; including Rs 98.5 lakhs 
b o n u s to employees totalled 
Rs 11.14 crores as against Rs 10.80 
crores last year. Works expenses 
have risen sharply, from Rs 5.41 
crores to Rs 6.79 crores, due largely 
to an increase of Rs 97 lakhs in 
freight and handling charges. The 
other works expenses have risen by 
about Rs 39 lakhs at Rs 3.43 
crores. 

The net profit of the company 
for the year under review comes to 
Rs 2.10 crores as compared to 
Rs 2.53 crores in the preceding 
year. The profits arc arrived at 
after providing Rs 98.56 lakhs for 
bonus to employees. Rs 44.50 lakhs 
for managing agents' commission 
(out of which Rs 5 lakhs has been 
waived by them), Rs 2,35 crores 
for depreciation, Rs 2.80 crores for 
taxation and Rs 1 crore for plant 
rehabilitation reserve. From the 
net profit, the directors have trans
ferred Rs 46.80 lakhs to General 
Reserve and Rs 184 lakhs to D i v i 
dend Reserve. After payment of 
the usual preference dividends, the 
dividend on ordinary shares at 
Rs 21 and on deferred shares at 
Rs 115-3-0 is recommended to be 
maintained. The total dividend 
disbursement comes to Rs 1.86 

crores. 
The profits for the year under 

review, after taking into account 
the increase in the retention prices 
sanctioned by Government re
trospectively for the same period, 
were about Rs 43 lakhs lower than 
in the previous year. The reduc
tion was due mainly to lower pro
duction and despatches of pig iron 
and steel and to the curtailment of 
operation at the agrico plant owing 
to the lack of. orders. Furthermore, 
the previous year's profits included 
a non-recurring item representing 
retrospective increases in retention 
prices in respect of previous years. 
However, the short-fall in the pre
sent Near was rendered smaller by 
the refund of excess profits tax and 
by a profit on the sale of skull 
scrap. 

The receipts include a sum of 
Rs 1.77 crores representing an in
crease, for the financial year under 
review, in the retention price 
granted by Government on the 
recommendation of the Tariff 
Commission, specifically for the 
purpose of financing the cost of re
placements and renewals at the 
present higher prices of plant and 
machinery. Out of this amount. 
Rs 1 crore has been allocated for 
additional provision for deprecia
tion (plant rehabilitation reserve] 
and Rs 77 lakhs for provision for 
taxation. This additional amount. 
in accordance wi th the conditions 
imposed by Government, has not 
been taken into account for pur
poses of managing agents' comrhis-
sion, profit-sharing bonus and dis
tribution of dividend. 

The total output of saleable steel 
during the year fell from 7.99 lakh 
tons to 7.90 lakh tons. The lower 
production was mainly due to 
breakdowns at the blooming mi l l , 
sheet bar and billet mil l and rail 
and structural m i l l . 

Negotiations wi th Government 
for a Joan of Rs 10 crores for the 
expansion and modernisation of the 
plant have been almost completed 
and it is expected that the com
pany wi l l be in a position to com
mence drawing on the loan in a 
short while. Wi th this loan, the 
total borrowings of the company 
wi l l exceed the existing share capi
tal. I t wi l l therefore be necessary, 
in terms of Article 130 of the A r t i 
cles of Association, to obtain the 

sanction of the for incoming general 
meeting of the company for the 
excess borrowing. 

The manufacturing costs of the 
company have increased substan
tially since the last enquiry con-
ducted by the Tariff Board in 1951, 
as ,. result of increases in salaries 
and wages, siding charges and 
freight rates, contributions under 
the State Insurance Act as well as 
the employees' provident fund. etc. 
Accordingly, at the instance of the 
company the Government requested 
the Tariff Commission to re
examine the position. The Com
mission began its enquiry in Feb
ruary 1953 and in its report sub
mitted at the end of May recom
mended for the year 1952-53 an 
increase in retention prices ave
raging Rs 32-31 per ton of saleable 
steel over the 1951-52 prices, in 
cluding depreciation and 8 per cent 
return on the colliery block. For 
the coming two years, the Com
mission, recommended an increase 
of Rs 66.98 per ton of saleable 
steel over the 1951-5- prices, in 
cluding depreciation and a return 
on the colliery block, and an i n 
crease in the rate of return on the 
total block from 8 per cent to 10 
per cent. 

The Government of India in 
passing orders on the Commission's 
report accepted the increases re
commended by the Commission for 
the year- r952-53. which have been 
incorporated in the accounts for 
the year under review. For the 
1953-55 period, however, the Gov
ernment have not accepted the 
recommendation of the Commis
sion for an increase in the rate of 
return from 8 to 10 per cent, on 
the ground that the advance which 
Government proposed to make to 
the company on special terms to 
finance the modernisation and ex
pansion programme made such an 
increase unnecessary. Government 
also tided that the inclusion of the 
colliery block for the purpose of 
calculating the depreciation and 
return on the gross block required 
further examination. The Govern
ment however sanctioned increases 
in the retention prices for 1953-55 
averaging Rs 47 per ton as com
pared with the Tariff Commission's 
recommendation of Rs 67 per ton, 
subject to further enquiry. 

As against the paid-up capital 
of Rs 10.47 crores, the General 
Reserve stands at Rs 11 crores. 
Against the gross block of the com
pany at Rs 46.79 crores. the total 
depreciation provided for amounts 
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to Rs 31.36 crores, leaving a net 
block expenditure of Rs 15.43 
crores. The Plant Rehabilitation 
Reserve has increased by Rs 1 crore 
to Rs 1.75 crores. Stores and spare 
parts as valued on the closing date 
stand at Rs 6.67 crores. or Rs 48 
lakhs higher than in the last year, 
while the stock-in-trade at Rs 7.41 
crores is Rs 50 lakhs lower. l n -
vesinicuts at cost remain almost 
unchanged at Rs 3.73 crores while 
cash and other balances have in
creased from Rs 1.92 crores to 
Rs 5.21 crores. 

The comparative position ol the 
balance sheet as shown alongside. re-
veals the strengthening of the com-
pany's position during the year. 

Mr M C Setalvad, who was ap
pointed the mediator to the scheme 
for the conversion of deferred shares 
into ordinary shares, recommended 
the conversion ratio of six ordinary 
shares for one deferred share. The 
directors hope that the conversion 
of the deferred shares into ordinary 
shares wi l l be completed in the 
course of the current financial 
year. 

The capital structure of the com
pany today suffers both from lack 
of balance between the equity and 
preference capital and from an 
excessive disparity between the 
value of the gross block and the 

total capital issue. In view of this, 
the directors have decided that, 
along wi th the conversion of de
ferred shares into ordinary shares 
in the ratio fixed by the mediator, 
a part of the general reserve should 
be capitalised and issued as bonus 
shares to the. holders of ordinary 
shares after conversion, at the rate 
of one new ordinary share for every 
ordinary share held. This proposal 

w i l l be included in the conversion-
scheme to be submitted to the High-
Court and to the shareholders. 

W i t h the corning into effect of 
the conversion and bonus scheme, 
the capital of the company w i l l be 
raised from the present figure of 
Rs 10.47 crores to Rs 17.32 crores, 
out of which Rs 9.63 crores w i l l 
be equity capital and Rs 7.69 crores-
preference capital. 

Summary of Balance Sheet 
(Figures in lakhs of Rs) 
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