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Company Notes 

Tata Iron and Steel Balance Sheet 
THE results of the Tata I r o n & 

Steel Co L t d for the year end
ed March 31, 1954 have not dis
appointed stock market operators, 
though the profits for the .year 
amounting to Rs 0.01 crores, after 
-providing for all taxes, Managing 
Agents' commission, depreciation 
and profit-sharing bonus, show a 
small drop from Rs 2.10 crores in 
the preceding year. Professional 
operators have ignored the slight 
fall in profits as well as the con
t inued downward trend in wor ld 
steel prices, relying mainly on the 
bright future of the Company 
against the background of improved 
economic conditions in the country. 

Dur ing the year under review, 
increases in retention prices, higher 
profits on despatches of finished and 
semi-finished products from stocks 
valued on a conservative basis in the 
past and the smaller provision for 
depreciation were more than offset 
by increases in costs, reduced ex
ports of scrap, curtailed operations 
at the Agrico plant, provision for 
deferred taxes and the non-recur
rence of the previous year's refund 
of EPT. Gross sales were slightly 
lower at Rs 40.76 crores compared 
wi th Rs 41.16 crores in the preced
ing year. Net sales, after deducting 
rebates payable to Government un
der steel control, however, rose 
fractionally to Rs 35.69 crores from 
Rs 35.52 crores in 1952-53. The 
toial turnover of semi-finished and 
finished steel declined by Rs 1.09 
crores to Rs 36.3 crores. E P T re
funds were nil this year as com
pared wi th Rs 20.91 lakhs received 
in the previous year. 

The Company's gross block of 
Rs 51.48 crores stands depreciated 
at Rs 18.18 crores at the end of 
the year. The amount of deprecia
tion set apart, inclusive of that on 
collieries, has been reduced to 
Rs 2.15 crores from Rs 2.35 crores 
in the previous year. Plant Rehabi
l i tat ion Reserve under the Ta r i f f 
Commission scheme, however, has 
been maintained at Rs 1 crore. In 
accordance wi th the conditions 
imposed by the Government this 
amount has not been taken into 
account for-purposes of Managing 
Agents' commission, profit-sharing 
bonus and distribution of dividends. 
The realisation of the long-cherish
ed scheme of conversion of defer
red shares into ordinary shares on 
March 29, 1954 has depleted 
General Reserves f rom Rs 1 1 crores 

to Rs 4.38 crores through a transfer 
entry of Rs 6.87 crores to Capital 
account. Provision for General 
Reserve has also been reduced to 
Rs 24.25 lakhs against Rs 46.79 
lakhs in the preceding year. As 
promised by the Chairman at the 
last Annual General Meeting, the 
Managing Agents'" commission has 
been calculated after deduction of 
the profit-sharing bonus from profits 
of the Company. The amount has, 
therefore, declined this year to 
Rs 35. u lakhs f rom Rs 44.50 lakhs. 
This is in conformity w i t h the trend 
of recent labour legislation and de
cisions of Industrial Tribunals to 
treat bonus as deferred wage. 

Production of saleable steel dur
ing the year declined to 7,80,000 
tons from 7,90,000 tons in the pre
vious year. This was not unexpect
ed as in the int ial stages of modern
isation and expansion programme 
of the Company the Tar i f f Com
mission had allowed for a small fall 
in production and had adjusted the 
retention prices of steel according. 
It is expected that production w i l l 
be further affected in 1954-55 owing 
to the installation of new equipment 
which w i l l ' interrupt normal opera
tions. 

In regard to production costs, 
" Purchases " in the Profit and Loss 
Account show this interesting break
down ; 

Consumption Cost 

( i n lakhs o f rupees) 

While production of finished steel 
has increased by 1.2 per cent, that 
of semi-finished steel has gone down 
by 8.5 per cent resulting in a net 
decline of 1.3 per cent in the pro
duction of saleable steel over the 
previous year. T h e drop in con
sumption cost of raw materials by 
about Rs 1,05 crores is a pleasant 
surprise. But the steep fal l in raw 
i materials consumed during the year 
from Rs 245 lakhs to Rs 83 lakhs 
is intr iguing. M a y be the sharp 
fall in the prices of spelter has de
flated this figure. 'The drop in pro

duction by 1.3 per cent, However, 
and simultaneous rise in semi-finish
ed and finished products consumed 
dur ing the year by about 74 per cent 
appears paradoxical. Consumption 
of stores and spares discloses a frac-
t ional fall but the per ton coal eon-
sumption has gone up by about 
14 per cent. 

As regards labour cost, the aver
age annual income per employee at 
Jamshedpur has practically remain
ed stationary around Rs 2,200. But 
as the following figures illustrate, 
the average output of finished steel 
per employee has been steadily go
ing down for the last few years: 
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tjves, efficiency bonus and profit-
sharing, productivi ty as seen from 
this crude index, has been fal l ing 
at jamshedpur. This may be due 
to so many different factors, work ing 
singly or in c o m b i n a t i o n - a n excess 
labour force in the Works which the 
present atti tude of, the Trade 
Unions makes it impossible to recti
fy, lowered efficiency of the\plant  
or managerial efficiency, ; Whatever 
may be reason of declining prodc-
t ivi ty, w i th the progress and com
pletion of the modernisation and 
expansion programme of the Com
pany, it can be legitimately hoped 
that the productivi ty w i l l improve 
and justify the sinking of a huge 
amount in the factory. 

In the Balance Sheet a few items 
need elucidation. Stores and Sparc 
par-Is are shown at Rs 5.83 crores 
valued and certified by Managing 
Agents, 'The mode of valuation is 
not revealed; the Company's Act 
does not require i t . Shareholders; 
however, may well enquire the mar
ket value of these stores arid spare 
parts today. In regard to Stock-in-
Trad'e which is put at Rs 7.4-2 crores 
valued ' under market value,' one 
may suspect this may well be under 
cost also. These two big items in 
the Balance Sheet, therefore, may 
well hide secret profits. Another 
query that arises is what was the 
amount of depreciation provided in 
respect of assets wri t ten off and 
how the same has been adjusted 
during the year. 

For the purposes of modernisation 
and expansion programme of the 
Company the Government of India 
has granted a loan of Rs 10 crores. 
The terms of the agreement stated 
in the Notice circular issued to the 
shareholders by the Company creat
ed a very favourable impression on 
the shareholders. There was an 
omission in the circular however re
garding a provision, viz, that the 
Government has reserved the right 
to call upon the Company, any time 
after A p r i l 1, 1963, to make a fresh 
issue of share capital for the re
payment of any outstanding balance 
of the loan. Therefore, the steel 
consumers pr imari ly , fa i l ing which 
the shareholders of the Company, 
w i l l have to bear the burden of the 
Rs 10 chores Government loan in 
future. 

What is the profitabili ty of the 
Concern? Shareholders' f u n d s 
amounting to Rs 61.1 crores have 
earned dur ing the year a gross re

turn' of 13 per cent, With the i n 
crease in output following the ex
pansion programme of the Com
pany the future rise in profits may 
be safely taken at ten per cent. The 
shareholders, therefore, may look 

forward to a steady return on their 
investment in equity shares of the 
Company which on a conservative 
estimate hold a potent ia l i ty- of 20 
per cent rise over the coming two 
years. 
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