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INTRODUCTION 

I, the Chairman, Committee on Public Undertakings having been 
:authorised by the Committee to present the Report on their behalf~ 
present this Twenty-seventh Report on the National Newsprint and 
-Paper Mills Ltd. 

2. This Report of the Committee is based on the comprehensive 
.appraisal of the working of the National Newsprint & Paper Mills 
Ltd. as contained in the Report of the Comptroller and Auditor 
General of India for the year 1969-7O-Central Government (Com-
mercial) Part IV-National Newsprint and Paper Mills Ltd. and also 
'on examination in depth of the working of the National Newsprint 
& Paper Mills Ltd. upto the year ended 31st March, 1972-. 

3. The Committee on Public Undertakings took evidence of the 
representatives of the National Newsprint and Paper Mills Ltd. on 
the 27th July, 1972 and of the Ministry of Industrial Development 
·on the 26th September, 1972. 

4. The Committee on Public Undertakings considered and 
finalised the Report at their sitting held on the 6th March, 1973. 

5. The Committee wish to express their thanks to the Ministry 
·of Industrial Development and the National Newsprint and Paper 
Mills Ltd. for placing before them the material and information 
they wanted in connection with the examination of National News-
print & Paper Mills Ltd· They wish to thank in parficular the 
representatives of the Ministry and the Undertaking who gave 
-evidence and placed their considered views bef(1re the Committee. 

6. The Committee also place on record their appreciation of the 
assistance rendered to them by the Comptroller and Auditor General 
of India in connection with. the examination of the Nati'O'Ilal News-
print and Paper Mills Ltd. 

NEW DELHI; 
March 23rd, 1973. 

2, Chaitra, 1895 (S.) 

SUBHADRA JOSHI, 
Chair1f¥1n, 

Committee on Public Undertakings. 
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INTRODUCTORY 

A. Historical Background 

The National Newsprint & Paper Mills Limited (also referred' 
to as Nepa Mills) was floated as a limited Company on the 25th. 
January, 1947, as a private enterprise at Nepanagar in Madhya 
Pradesh, with an authorised capital of Rs. 5 crores. It was originally 
planned as a Paper and Straw Board Mill, but on receiving encour-
aging results regarding the possibility of manufacturing newsprint 
from Salai Wood, the Project was subsequently converted into a 
Newsprint Mill of the capacity of 100 tons per day i.e. 30,000 tonnes 
per year. 

1.2. Initially the affairs of the Company were handled by Messrs 
Nair Press Syndicate, who were the Managing Agents. As on the 
30th April, 1949, the total share capital subscribed was only Rs. 57' 
lakhs out of the issued capital of Rs. 1.5 crores. 

1.3. The Government of Madhya Pradesh took an active part 
both in guaranteeing and subscribing to the share capital and in 
promising certain facilities in the earlier stages. In 1949, it came' 
to light that the Managing Agents (1f the Mills were not capable of 
running the Millon sound and business-like lines. The funds 
required to complete the erection of tne Mill were also found to be· 
much larger than what had been originally estimated. Accordingly, 
the Government of Madhya Pradesh removed the Managing Agents 
in October, 1949 and tobk over the management of the Mill them-
selves. An officer of the State Government was appOinted as the-
Managing Director. 

1.4. The Nepa Mills project was included in the First Five Year-' 
Plan as one of the major projects of the Government of Madhya 
Pradesh. On this basis, the Government of India were approached 
for loans to flnance the project. Steps were taken to prepare the 
project cost on the basis of the then up-to-date Information. As the 
work progressed, the project cost was eramined and amended from 
time to time. The cost of the project ultimately worked out to 
Rs. 51 crores. This was mainly financed from the loans given by 
the Central and State Governments. 

1.5. As the loans received from the Central and State Govem-· 
m.ents amaunted to Rs. 497.60 lakhs, the accumulated Ilrrears of-
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interest thereon amounted to Rs. 95.76 lakhs upto 31st March, 1958. 
With the burden of loans and interest thereon, the Mill found it 
impossible to repay the loans and arrears of interest. As a result 
of the discussions held by Nepa Mill's Management with the Central 
and State Governments, it was decided by both the Gavernments 
to convert a substantial portion of the loans granted by them into 
equity capital and treat the accumulated arrears of interest on the 
loans as interest-free 1oan. The Annual General Meeting of the 
Mill held on the 29th December, 1958 formally appI'O'Ved the recons-
truction of the Share Capital, as agreed by both the Governments, 
resulting in the Government of India acquiring 51 per cent shar. 
of the Mill. The Government of India took over the control of the 
Mills on the 29th December, 1958 when the status of the Mills 
changed to that of a Public Sector Undertaking. 

1.6. By the end of the year 1954-55, the first Paper Machine was 
put into operation and trial production commenced. Regular com-
mercial production commenced in 1956-57 after commissioning the 
Chemical Pulp Mill. During 1956-57, the production was 13,567 
tonnes. The production was gradually stepped up until it reached 
the targetted capacity of 30,000 tonnes in 1963-64. 

1.7. As there were difficultieS in procurement of chl<1tine from 
distant places and heavy freight charges had to be paid, it waS 
decided in the year 1961-62 to establish a Caustic Soda Chlorine 
Plant to meet the Mills' requirements. Aceordingly, a 10112. tonnes 
Caustic &da Chlorine 'Plant· was put up b~" the Min at a cost' of 
Rs. 65 lakhs and the same 'Was commissibned in' the year 1~6!L :' 

1.8. The Nepa Mills is a lIingle unit concern· Its Board of 
Directors is constituted by nomination <1f three Directors by the 
Government of India, three by the Government of Madhya Pradesh 
and one Director representing the private share holdett and one 
representing labour. The Chairman and the Managing Director are 
appointe~ by the President of India. 

B. Examination by Financial COftlInittees 
~ ~.. .: .'. { l 

1.9. The working Qf the National Newsprint and Paper .Mills was 
examined by the Estimates Committee in 1961:-6~ and their recom-
mendations/observations wer~ embpdied in their' 157th R~port (2nd 
Lok Sabha). Its worlP.ng was aiso reviewed by the Comptroller 
and Auditor General in Audit Re.port' (C.ommercial), 1963, This 
Audit Report was consider~d by the Public AccoWlts Commit'tee 
(1963-64) vide paragraphs 106-113 of their 23rd Report (3rd L<>k 
Sabha). 

1.10. The action taken by Government on the recommendations 
of the Estimates Committee and the Public Accounts CQlIlIIlittee was 
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considered by the Committee on Public Undertakings in their lith 
R~port '(3rd Lok Sabha-April, 1965) and 40th Report (4th Lok 
Sabha-March, 1969) respectively. 

C. Objectives 

1.11. The objects of the Nepa Mills are enumerated in the 
Memorandum & Articles ' of Association at the Mills. The main ~ 
obj~ct in taking over the Nepa-mills by the Government of India 
in 1958, was to increase the production of newsprint in order to , 
meet at least a part of the newsprint reqUirements of the country 
to save valuable foreign exchange. On taking over, the production 
of newspr1nt by the Mills increased from 13,567 tonnes in 1956-57 
to its targetted capacity of 30,000 tonnes in 1963-64. 

1.12. In 1963, it was decided to expand the capacity of the Mills 
from 30,000 tonnes to 75,O()O tonnes per year. 

D. Plan to meet the requi~ments of newsprint indigenously 

1.13. At present the National Newsprint and Paper Mills Limited \ 
is the ~nly ~ in the country producing newsprint. In fact in 
the entire Sou - st Asia region there are only two mills one at 
Nepanagar and the other at Khulna in BangIa Desh. The quantity 
of newsprint required by the country, the quantity indigenously pro-
duced, the quantity imported and the amount of foreign exchange 
spent thereofl during the last five years are as below:-

Year 

I967-6!! 

1968-69 

1969-70 

1970-71 

1971-72, 

Newsprint Newsprint Newsprint Foreign Exchange 
~twre- pn)d\lQOd ,imported &,penton impon 

meilt 

2 3 4 

(in tOllue, I 

39.275 1,20,000 

37,270 1.40,000 

40,040 1,80,000 

5 

(RR. ip crnn:s) 

16 

Ie 
18 

1.14. The demand for newsprint for the year 1972-73 is about 2.2 
lakh tonnes whiile the estimated demand by the end ()f the Fifth Five 
Year Pll'A. l>eriodis 3.5 lakh tonnes per annum. 
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1.15. In order to meet the rising demand of newsprint, National 
Newsprint and Paper Mills have installed a seeo" d newsprint machine-
to increase their capacity by another 37,500 tonnes and has also a 
project in hand to modify and renovate the first machine so as t<> 
increase its capacity from 30,000 tonnes to 37,500 tODDes thus raising 
their total capacity from 30,000 tonnes to 75,000 tonnes. Though the 
second machine has been commissioned in March, 1969 for varioUS" 
reasons, which have been discussed elsewhere in this Report, the-
second machine has not gone into full production. Till the produc-
tion on the second machine is stabilised, the Undertaking do not pro-
pose to take in hand the modification of the first machine. 
Nepamills expect to complete these two phases of their expansion' 
project in another two year's time from now. During the evidence· 
of the representatives of the National Newsprint and Paper Mills 
Limited the Committee were informed that in Nepa Mills, after the 
expanded capacity of 75,000 tonnes was achieved, it would not be· 
possible for economic reasons to increase further its capacity. 

1.16. On an enquiry from the Ministry of Industrial Development, 
the Committee were informed that following steps have been taken 
by Government to become self-reliant in matter of newsprint. 

.. (i) Government have approved a scheme for the expansion of 
the capacity of Nepa Mills from 30,000 tonnes to 75,000-
tonnes per annum at an estimated cost of Rs. 11.71 crores. 
The completion of the expansion scheme is expected by 
1974. 

(U) Government have under consideration a project for the-
manufacture of newsprint for a capacity of 80,000 tonnes 
in Kerala at a cost approximately of Rs. 30 crores (a pro-
ject under Hindustan Paper Corporation). 

(iii) Government have issued letters of intent to the following 
entrepreneurs :-

(a) MIs. Ballarpur Paper and Straw Board Mills. (Hima-
chal Pradesh)-60,OOO tonnes. 

(b) MIs. Suraj Industrial Packing Limited (U.P.)-60,OOo-
tonnes. 

(c) MIs. Shetkari Sahakari Sakar Karkhana Limited (Ma-
harashtra)-44,500 tonnes. 

It will be seen from the above that the total capacity under 
consideration/approved is 289,500 tonnes per annum." 
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1.17. During the course of evidence the Secretary of the Ministry 
'Of Industrial Development informed the Committee that as far as 
newsprint is concerned the position was that as against the current 
·requirement of 2.2 lakh tonnes. the country was producing only 
40,040 tonnes. He enumerated the steps being taken to fill up the 
-gap. Besides expanding the capacity of Nepa Mills, which was ex-
pected to be completed in two years time from now, a project was 
~oming up in Kerala under the Hindustan Paper Corporation, which 
would be completed by the end of 1976, and which would produce 
"'70,000 tonnes of newsprint and 10,000 tonnes of magazine paper based 
-on eucalptus. Licences had also been given to three different private 
parties for setting up (i) a newsprint factory in Himachal Pradesh 
based on pinewood to produce 60,000 tonnes of newsprint per annum 
(ii) a factory in U.P. based on eucalyptus to produce 60.000 tonnes 

>of newsprint and (iii) a factory in Maharashtra based on bagasse to 
produce. 44.500 tonnes of newsprint. The Secretary of the Ministry 
also informed that in the first two projects in the private sector con-
'Siderable preliminary work had been done, whereas the third project 
was still at an elementary stage of development. It was pointed out 
that technology for the conversion of bagasse, into newsprint on which 
the third project was to be based was not available indigenously and 
it was likely that they might have to go in for foreign collaboration. 
The Secretary also pointed out that so far as the new projects were 
concerned. they would take anything from 4 to 5 years to mature 
.because of industry having a long gestation period. When all these 
projects would be completed and commissioned a production capa-
city of 3.20 lakh tonnes could be expected. 

1.18. During the evidence of the representatives of the Ministry of 
Industrial Development, the Committee were also informed that 
necessary steps to augment the newsprint producing capacity of the 
'Country could not be taken. earlier than this, because these projects 
could not be accommodated in the Plan priorities. 

1.19. The Secretary also informed the Committee that the quality 
'Of newsprint-specially the colour, from the new projects was ex-
pected to be better than that from Nepa Mills, the dull shade of 
which was chiefly due to the hard brown wood-salai, being used 
there. 

1.20. The Committee note that, at present, out of a total demand ~J' 
'Of 2,20.000 tonne8 of newsprint in the comltry, Nepa Mills are meet. l, 
ing only about 18 per cent of the demand and the rest of the require. 
ments are being met by imports, and a sum of as. 23.20 crores was 
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slJent thereon in the year 1.971-72. In view of the growing demand. 
for newsprint in the country and the indigenous production not r~ 
gistering any appreciable increase, precious foreign exchange would 
continue to be expended on import of newsprint. In order to stop! 
the drain on flow of foreign exchange, it is essential that concerted 
efforts are m~de to achieve the target of manufactur-e of 75,000 tonnes 
per annum by the Na1tional Newsprint and Paper Mills Ltd. with· 
Qut loss of Ally furth~ time. The Committee note that Government I have ~s a first st,p to achieve self.,.reli~nce in the matter of news· 
print,.uncJ~.r C'onsici,rat.ion a project for the manufacture of newsprint 
and m~gazine paper for a capacity of 80,000 tonnes in Kerala and 
whic~ ~s to bf: c~let~ l1y end. of 1~76. The Coounittef! feel that 
~~, P\l~l\c ~tor Pr()~~t to ~nufacture newspri~t ,lD Kerala should· 
have been set u.p earlier. The Commi~tee need bu:dly stress that 
serious effoJ;'ts should be made to accelerate the pr9gJ."81S of work both 
AAl tt\e ~xpan&ion sc"'ePle of Nepa Mills QUd the pub~c ~tor project 
ip J{efala.. The ~mittee would, also Ijke Government to keep a 
careful watd~ On the pr~ made by Ute private sectQr PrQjects $P 
I\~ tQ ,eJlalll'e that they ~p UPi9 the sch~"le for . in&~lation of 
~"ehbwry pd. pl"ocluc~ of newsprint. The Committee also stros" 
t~at ~~" .~ould lte • time-bound pr08J'a~ with • ~w to m~, 
Q,' .• ~~PO"~ . Qf ,,~~ble quaUty, available ~ the country to meet tbe 
:requirements in full and obviate dependence on imports. 

1.21. In regard to the demand for paper in the country the Secre-
t.Jry. Ministry of Industrial Development, informed the Committee' 
during the evidence that "the total requirements in the country at 
~he moment is estimated to be of the order of 8 lakh tonnes. The 
prod,uction in indigenous factories during 1971-72 was 7.4 lakh tonnes. 
Sorpe spe.c:iaUty paper has been imported in the last two yean as also-
In the past, b~t we had not been importing ordinary writing paper. 
'fhere is a certai,n marginal $hortage of paper in the country. Apart 
:\'rom that, I think that the demand may be put down as 800,000 
tonnes." 

1.22. In reply to a question.. the Lok Sabha was informed in May .. 
,[972 that-

"Twenty-schemes have been approved under the Crash Pro-
gramme for increasing the production of paper by about 
1 lakh tonnes by the end of 1973. Thirty-five new schemes 
have also been approved for the establishment of addi .... 
tional capacities to meet the long term needs for writing 
and printing paper." 
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1.23. The Minister of Industrial Development flPd Science and 
'Technology also stated in reply to question in Lok Sabha in Novem~ 
her, 1972 that "the estimated demand of paper js currently of the 
order of 8.5 lakh tonnes per annum. It is expected to reach the level 
1:lf 13.3 lakh tonnes by the end of the Fifth Plan. As for paper pro-
c1ucts, they are so diverse in kind that any precise projections of 
demand are not feasible." 

"Apart from the crash programme for expansion of the produc-
tion qllpacity of existing units, which is expected to generate an ad41-
tional capacity of 1,23,750 tonnes per annum, Government ):lave 
~~y .pproved proposals for setting up new units and fo+ etrect-
~ JI"bst~tial expansion of existing units for an additional total 
capactty of 8,58,125 tonnes." 

"Gov~lllent have al,9o set up a Corporation in the public sector 
11iz., Eindustan Paper Gor-poration to put up new units for the inanu-
:tacture of paper and pulp. The details of the units are given 
lbelow:-

I The Naplmd Paper and Pulp Project 

2. The NOWJODg Paper and Pulp Project 

3. The Cachar Paper Project 

Capacity 

30, 000 to::lnes per 
8IUlUIIl 

8o,oOotonnes of pulp 
",d',o.ceo tonnelof 
p~per per annum. 

50,000 tonnes per 
annum (Likely t() 
be raised to 80,000 
tonnes per annum} 

1.24. It has also come to the notice from the Report of Hindustan 
Paper Corporation Ltd. that besides the above, the Hindustan Paper 
Corporation had been entrusted with the implementation of a new.-
print mill in Kerala for a capacity of 75,000 tonnes per annum and 
that the projects are expected to go into production during 1975-76. 

1.25. The Committee n'ote that the demand for paper is currently 
of the order of 8.5 lakh tonnes and it is expected to 10 up to 13.3 lakh 
tonnes by the end of the Fifth Five Year Plan. The Committee also 
note that the existing indigenous production is only of the order of 
about 7.4 Iakh tonnes. The current production is thus short of the 
requirements by about a lakh of tonnes. The Committee note that 
I".}ovemment have approved a crash programme for expansion of the 
t!'Xisting units which is expected to generate an additional capacity 
o.f 1,23,750 tonnes per annum. Government have also approved pro-
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''POSals for setting up new units and for effecting substantial expan-
-sion of existing units for an additional total capacity of 8.5 lakh 
tonnes. The Committee would like to point out the difficulties in 
,obtaining paper which are being experienced not only by the ordinary 
consumer but also by Government users particularly the Govern-
-ment of India Presses. In this connection, the Committee would like 
to draw attention to paragraph 1.71 of 38th Report 'of Public Accounts 
Committee (Fifth Lok Sabha). The Committee cannot therefore, 
too strongly stress the need for implementation of the crash pro-
gramme so as to make good the existing gap between demand and 
indigenous produdion. The Committee also stress that concrete 
and effective measures should be taken to ensure that the additional 
capacity of 8.5 lakh tonnes which has been licensed reSults in pro-
duction of additional paper to the extent of at least 7 lak.h tonnes 'to 
meet the additional requirements by the end of Fifth Five Year Plan. 
As paper is a capital intensive industry with a long gestation period 
there is need for advance planning and implementation to ensure 
that paper required for public purposes is made available in adequate 
quantities and at C'ompetitive prices. to obviate any scarcity condi-
tions developing in this essential commodity. The Committee would 
also like to stress that the Hindustan Paper Corporation, a Public 
Undertaking, which has been formed for undertaking manufacture 
of paper in the public sector should take a lead in developing- the 
manufacture of paper and supplying it at most competitive rates to 
:meet the ever-growing requirements of 'the public. 
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EXPANSION PROGRAMME 

A. Project Estimates 

2.1. The Company has two Paper Mills, known as old Mill and new I' 

· .Mill. The old Mill was set up at a cost of Rs. 541 lakhs and went 
into production in April, 1956. 

2.2. In order to meet about 50 per cent. requirements of the coun-
. try for newsprint, the Company planned in August, 1963 to increase 
· its capacity for the manufacture of newsprint from 30,000 tons to 
75,000 tonnes per annum. The additional capacity was proposed to 
be achieved by increasing the capacity of the existing Mill from 
30,000 tons to 37,500 tonnes per annum after renovations and modi-
fications and by setting up a new Mill with a capacity of 37,500 

.tonnes. 

2.3. In August, 1963. a Preliminary Project Report at an estimated 
.cost of Rs. 731.50 lakhs was prepared for increasing the capacity for 
manufacture of newsprint from 30,000 tonnes to 75,000 per annum. 

· The approval of the Government of India to the preliminary Report 
was obtained in May, 1964. The main features of the Preliminary 
Project Report were (i) to increase the newspril,t capacity to 75,000 
tonnes per annum from the then existing capacity of 30,000 tonnes. 
'(ii) the expansion of the pulping chemical recovery sections and 
water works. 

2.4. In July, 1965, a Detailed Project Report was prepared and 
the cost of the Project was then estimated at Rs' 950 lakhs. The 
reasons for the significant iricrease in the cost estimates were stated 
to be that the Preliminary Project Report was based on a rough 
estimate only-even formal quotations from the suppliers had not 
been obtained. . The Preliminary Report provided a broad frame-
work of the expansion and details were furnished later on in the 
Detailed Project Report. The follOWing table indic~tes the project 
estimates for the expansion scheme as per the Preliminary Project 
Report, subsequent revisions and the actual expenditure incurred 
upto the end of each of the last three financial years ending on 31st 
March, 1970, 1971 and 1972:-
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2.5. It would be seen that project estimates increased from Rs. 750 
lakhs to Rs. 1,170.88 lakhs. 'The estimate was last revised in July, 
1968 to Rs. 1,170.88 lakhs. No revision of the Project Estimates was 
made after July, 1968. 

2.6. In a written note submitted to the Committee, the Nepa Mills 
explained the reasons for delay in preparation of and sanction of 
estimates and even then why the estimates could not be sanctioned 
in full. 'They stated as follows:-

"The Preliminary Project Report was approved by the Gov-
ernment vide their letter No. LI (III) -12. (29) 64 dated 13th 
May, 1964 and a licence No. Lj24(2)(4)-S.E./Chem(I)/63 
dated 22nd November, 1963 was issued to us. In July, 1965 
a detailed project report was prepared and submitted to 
the Government as the Preliminary Project Report was 
only a broad frame work of the expansion and provided 
only rough estimates. The extra items of cost, like Inter-
est on Deferred Payments to Mjs. Wartsila and Elof 
Hanson, increased rates of Customs Duty, provision for 
township, etc. necessitated the revision of the Project esti-
mate in 1965. In June, 1966. the Indian Rupee was de-
valued and as a result thereof the prices of imported plant 
and machinery which were not finalised till that date as 
well as the prices of indigenous supplies increased as they 
were mostly dependent on imported machinery parts. 
Based on the quotations received for the supply of machi-
nery and erection works and also the expenditure incurred 
upto March, 1968, the estimate was revised to Rs. 1,170.88 
!akhs which was approved by the Board of Directors in 
their 125th meeting held on 27th July, 1968. A copy of the 
revised Project estimate was also submitted to the Gov-
ernment for approval under our letter No. ActjGen-18! 
4137 dated 29th and 30th June. 1968 and the Project Esti-
mates duly approved by the Board was again submitted to 
the Government vide our letter No. Act/Gen.-18/11121 
dated 4th and 5th September, 1968. The Ministry of Fin-
ance, Bureau of Public Enterprises pointed out the non-in-
clusion of interest on Government loan in the project esti-
mate of Rs. 1,170.88 lakhs. Since the grant of loans was 
based on quarterly release and even terms of re-payments 
and rates of interest were not finalised at that time, it was 
not possible to include the amount of interest in the Project 
Estimate. Besides, the interest on loan can be capitalised 
only upto the time of commissioning of the plant and not 
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beyond. Due to these uncertainties, no interest was in-
cluded in the Project Estimate. In August, 1970, an esti-
mate for interest on loan was made for Rs. 98.25 lakhs 
which was intimated t-a the Government vide our letter 
No. ActIExpen-4718634!1l0 dated 3rd August, 1970. This 
increased the total Project cost to Rs. 12.69 crores from 
Rs. 11.71 crores. The matter remained under considera-
tion and in February, 1971 the matter was discussed by 
the Secretary, Ministry of Industrial Development with 
the representatives of Nepa Mills and various officers of 
the Ministry of Finance. The Revised Project estimate has 
been now approved by the Government for a total project 
cost of Rs. 1195.13 lakhs excluding estimate for township 
vide Ministry's letter No. LI (III) 12 (29) I 64.Paper Cell 
dated 4th April, 1972. This above sanction does not cover 
the township expenditure of Rs. 74 lakhs, but covers the 
interest on Government loan of Rs. 98.25 lakhs. The 
Government of India have also accord ex post facto sanc-
tion for Rs. 16.64 lakhs and Rs. 17.71 for township expen-
diture already incurred and to be incurred during the 
currept year vide letter No. 10 (2) I 72-Paper Cell dated 
the 30th May, 1972. The detailed estimate for the remain-
ing expenditure on township is under submission in 
accordance with the revised design of the quarters ad-opted 
by the Bureau of Public Enterprises." 

2.7. Meanwhile to meet the requirement of caustic soda as well as 
bleaching liquor, the Board of Directors in their meeting held on the 
22nd August, 1969 approved the proposal for installation of a Calcium 
Hypochlorite Plant at a cost of Rs. 9.04 lakhs (which was within the 
powers of the Board). And in their meeting held on the 31st Match, 
1970 the Board approved the proposal for expansion of Caustic So'cla, 
Chlorine Plant at a cost of Rs. 66 lakhs. Approval of the Government 
for this expenditure was received in December, 1971. 

2.8. As regards non-inclusion of Township Expenditure in the 
project estimates, even after these had been revised seven times after 
the preparation of Preliminary Project Report the representatives 
of the Ministry of Industrial Development during the course of evi-
dence, stated as follows:-

"There has been a lapse in this regard. We have gone. into it 
very thoroughly and we find that at various stages certain 
figures were not included or the matter had to be referred 
again to the mills to work out and include the township 
part in it. At present, of course, the accepted method is 
that township costs are not to be included in the estimate. 
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Sanction for 16 lakhs for township expenditure has already 
been sanctioned and for the balance detailed estimate is 
under preparation and will be submitted to the Govern-
ment. We will process it." 

2.9. The Commi'ttee note that the Preliminary Projed Report for 
the expansion scheme was approved by the Government in May, 
1964 and the Detailed Project Report, along with the finally revised 
estimates, was approved on the 4th April, 1972 after several revisions 
resulting in an increase of nearly 56 per cent due to various factors 
like inclusion of interest on deferred payment, interest on loans, in-
creaSe in rates of customs duty, addition of miscellaneous equipment. 
Even then the revised project estimate as sanctioned did not include-
provision for township which was sanctioned separately. It ha!' been 
admitted by the Mills as well as by the GQvernment that there had 
been lapses in preparation of ithe estimates. The Committee are sur-
prised that the Mills had been allowed to continue with the expansion 
programme without a firm financial sanction of the Detailed Project 
Estimates. The Committee have a feeling that tbe entire issue has, 
been dealt with both at the Mills and the Government level in a 
leisurely manner and it is, therefore, no surprise that the expansion 
scheme has n'ot been implemented in earneslt. The Committee depre-
cate such delays and desire Government to make a case study of the' 
delay and lapses which have occurred in this case to obviate their 
recurrence. 

B. Delay in construction and commissioning 

2.10. The main features of the Expansion Scheme under the re-
vised Project were as foIlows:-

(1) The newsprint capacity of 75,000 tonnes per annum was 
to be achieved by adding a new Paper Machine with a 
capacity of 37,500 tonnes and by renovating the old Paper 
Machine, so as to increase its capacity from 30,000 tonnes 
to 37,500 tannes per annum. 

(2) Expansion of the Pulpin.g and Recovery Sections: 

(i) The existing pulping plants have the following capa-
cities:-

Chemical Plant 

Mechanical Ground 
Wood Plant 

: 40 tonnes per day 

60 tonnes per day. 
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In order to meet the requirements of pulp for the expanded cap.-
.city, it was estimated that Groundwood Pulping Plant could be 
geared up and its production could be increased upto 80/90 tonnes per 
day to meet the requirement of 27,000 tonnes of groundwood pulp. 
Prior to expansion, the proportion of furnish was assumed to be 60 
.per cent of groundwood pulp and 40 per cent of chemical pulp; but 
.after expansion the furnish was to be revised as under:-

(a) Chemical Pulp 
(b) Semi Chemical Pulp 
(c) Groundwood Pulp 

33-1/3 per cent. 
33-1/3 per cent 
33-1/3 per cent 

With the increased newsprint capacity of 75,000 tonnes, the per 
'day capacity of the paper plants would be 250 tonnes. As the fur-
nish requirement woul"- be 10 per cent more than finished newsprint, 
the per day requirement of pulp would be 275 tonnes. Thus the 're-
quirements of chemicals and semi-chemical pulps would be 90 tonnes 
each per day. 

As the present capacity of the chemical pulping plant was only 
40 tonnes, it was proposed to expand this plant to produce 90/95 
tonnes per day. 

i(ii) To meet the requirement of semi-chemical pulp through a 
new process, namely cold soda process, a new plant with a capacity 
.of 90 tonnel) per day was to be added. 

All the three plants were to be commissioned by September, 1968 
:and were to achieve the rated capacity by October, 1968. 

(iii) Expansion of Recovery Plant. 

It consisted of three sections, i.e. Black Recovery Evaporator Plant, 
Black Liquor Boiler, and Causticizing Plant. Since the capacity of 
the existing plant was hardly able to cope with the liquor produced 
by the existing chemical pulp plant and as its size was uneconomical, 
it was planned to procure a new plant of 90/100 tonnes capacity ~r 
day. The existing unit was to be kept as a standby. These plants 
were to be erected and commissioned by the following dates:-

(1) Black Liquor Evaporator Plant • 

(2) Black Liquor Recovery Boiler 

(3) CaUiticising Plant 

Date of erection D!lte of commissioning 

Jan. 68 

• July, 68 

Feb. 68 

June, 68 

Oct. 68 

June, 68 
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_(3) Water Works: 

To meet the requirement of water for the expanded capacity of 
c the plant as well as the colony, the requirement of water was esti-
-mated at 20 million gallons per day. The capacity of the existing 
-Tapti Water Works was only 10 million gallons per day. Hence an 
-additional water works with a similar capacity was planned to be 
·-constructed at a new site. The water works was expected to be 
.commissioned by August, 1967. 

Since all the above plants .would be integrated, the rated capacity 
·of these plants would be only in terms of newsprint production. i.e. 
75,000 tonnes per annum after complete expansion. As per the Pro-
ject Report the rated capacity was expected to be achieved by the 
year 1969-70. 

2.11. Since pulp is the basic material in the process of production 
-of newsprint, the Committee would like to deal with the Pulp and 
Recovery Plant first. 

(i) Pulp and Recovery Plant 

2.12. The following table gives the construction and production 
. schedule as per Detailed Project Report in respect of pulp section:-

S1. 
No. 

Particulars Date of Date of 
Commencement Completion 

------------------------------------------------------------
I 2 3 4 

------------------------------
1 Finalisation ot order 

(a) Cold Caustic Pulp Plant· Oct. 1965 

(b) Chemical Pulp Plant • Oct. 1965 

. 2 Delivery machinery 

(a) Cold Caustic Pulp Plant· 

(b) Chemical Pulp Plant 

3 Arrival of machinery at site 
(a) Cold Caustic Pulp Plant· 

(b) Chemcial Pulp Plant 

August, 1967 

Oct. 1967 

Oct. 1967 

D:c. 1957 

4 Civil construction and foundation work 

(a) Cold Caustic Pulp Plant· 

(b) Chemical Pulp Plant 

• Jan, 1967 

Jan. 1967 

Dec. 1965 

Dec. 1965 

Oct. J967 

Dec. 1967 

Dec. 1967 

Fcb. 19S9 

D~c. 1967 

Jan, 1968 
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S Erection of Machinery 

(a) Cold Caustic Pulp Plant· 

(b) Chemical Pulp Plant 

16 

3 

Oct., 1967 

Dec., 1967 

6 Installation of electrical equipment 
and power wiring 

(a) Cold Caustic Pulp Plant· 

(b) Chemical Pulp Plant 

7 Commissioning and trial operation 

(a) Clod Caustic Pulp Plant· 

(b) Chemical Pulp Plant 

_ 8 Rated production 

(a) Cold Caustic Pulp Plant 

(b) Chemical Pulp Plant 

• Jan. 1968 

Jan. 1968 

July, 1968 

July, 1968 

Sept. 1968 

• Oct. 1968 

4 

May, 1968 

May, 1968 

June, I)68 

June, 1968 

August, 1968 

Sept. 1968 

Dec. 1968 

Dec., 1968 

2.13. The contract for the supply of plant and machinery for eoIct' 
Caustic Pulp Plant and Chemical Pulp Plant was finalised in June,.. 
1967. Due to delay in finalisation of the contract for the supply of 
plant and machinery, the Management revised the schedule of con-
struction and production and in April, 1969 it was expected that the 
plant would go into production by December, 1970. The work could 
not, however, proceed according to this schedule owing to delay in. 
finalisation. of the contract for civil works and the schedule was 
revised in December, 1969. 

2.14. According to the revised schedule regular production was ta 
start during January, 1972. The progress of work, however, showed 
that civil works were behind schedule. The Management attribut-
ed the delay in completion of the civil works to non-availability of 
steel. According to latest revision (November. 1970) the Unit will 
now be commissioned in 1972-73. 

2.15. It has been further stated in a note submitted by the Nepa 
Mills that the question of procurement of steel was taken up with 
the Ministry of Industrial Development and the Ministry of Steel_ 
The Mills had received most of the requirements of steel for the 
civil construction. The structural and civil works, were expected 
to be completed by 31st December 1972. Efforts were being made 
to commission the Pulp & Recovery plants by July, 1973. From 
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the minutes of the 129th meeting Qf the Board of Directors held on·-
24th May 1969 it has been noted that the contract for dismantling, 
and civil construction work was awarded to MIs. Gannon Dunkarly 
& Co. and that for structural steel and AC sheeting to Mis. Garlick 
& Co. 

2.16. It was noted from the minutes of the 140th meeting of the 
Board of Directors held on the 27th November, 1971 that Messrs 
Garlik & Co. to whom the contract for structural steel and AC 
Sheeting was awarded repudiated and terminated their contract and 
as such the Board approved that the contract might be awarded to 
Mis. Triveni Structurals Ltd. 

2.17. The contract for supply, fabrication, erection of steel for 
chemical recovery and pulping plants by Mis. Triveni Structurals 
Ltd. was signed on the 10th January, 1972. As per contract, Mis. 
Triveni Structurals Ltd. was to complete the work within a period 
of nine months from 10th January, 1972 and the receipt of interest 
free advance by them or seven months after the receipt of 50 per 
cent of the required quantity of useable steel whichever was later. 
The work order and the initial advance was given on the day of 
signing the contract. 

2.18. The !':tructual and civil works were expected to be complet-
ed by the end of 1972 and the pulping plants were expected to be 
commissioned by July, 1973. 

2.19 The delay in appointment of consultants for supervision and 
design of civil construction of the Pulp Plants, which resulted in 
delay in awarding the civil construction work, has been explained 
by the NC'pa Mills as follows :-

"The contract for supply of pulping plants was finalised in 
June, 1967. Taking into consideration the schedule of sup-
ply of plant and machinery, the then Consulting Engineers 
for our new paper machine, i.e. Mis. Tata-Ebasco Consult-
ing Engineers, was requested to quote for design and super-
vision work of the new Pulping and Recovery plants. Their 
offer was placed before the Board of Directors in their 
123rd meeting held on 30th March, 1968. While the Board 
was prepared to approve this proposal, it desired that the 
Managing Director should negotiate with the party and 
try to get some reduction in the amount quoted by them, 
if possible and the Chairman should ascertain whether any 
other consulting engineers were able to submit an alter-
native tender at an early date. In the 124th Board Meeting 



18 

held on 14th May, 1968, the Chairman placed the offer 
received from Mis. Kuljian Corporation (India) Private 
Ltd. The Board considered the, offer from Mis Kuljian 
Corporation and constituted a Committee of Directors to 
fully evaluate the merits of Mjs. Kuljian Corporation's 
offer and that of earlier offer received from Mis. Tata-
Ebasco. The Committee met on 27th May 1968, but could 
not arrive at final decision and desired that fresh open 
tenders should be invited for the engineering and super-
vision services at an early date, and the same when rece-
ived, should be placed before the Board. The tenders 
were accordingly advertised on 8th June 1968 on all India 
basis giving last date, for receipt of tenders as 15th .July, 
1968. A comparitive statement of the quotations received 
were placed before the Board of Directors in their 125th 
meeting held on 27th July, 1968. While conside,ring the 
comparative statement of quotations received, the Board 
observed that there appeared to be only two suitable 
parties, i.e. Messrs Kulijan Corporation and Messrs Tata-
Ebasco who could be appointed as consultants. The desig-
ning fees which would have been payable before the actual 
work was taken up was Rs. 1,95,000 for Messrs Kuljian 
Corporation in comparison to Rs. 2.83,900 to Messrs Tata-
Ebasco. Regarding supervision charges, since Messrs 
Kuljian Corporation had not given any ceiling for the 
supervision charges, and according to the Managing Direc-
tor the period of supervision could extend to about 18 
months time, the Board approved the appointment of Mis. 
Tata-Ebasco as Consultants on technical grounds. The 
Board also desired that the Managing Director should 
negotiate with Messrs Tata-Ebasco and try to bring down 
the design engineering fees and finalise the contract in 
consultation with the Chairman. On 27th July, 1968 the 
Managing Director had discussion with the Consultants-
Mis. Tata-Ebasco regarding reduction in the engineering 
fees. Tata-Ebasco agreed in the same meeting and con-
firmed a reduction of Rs. 18,900 in their fees for design 
engineering. There was no change in their fee for con-
structioon supervision and other conditions indicated in 
their offer. However, before the agreement with the 
party could be signed, MIs. Tata-Ebasco handed over all 
the works to Mis. Tata Consulting Engineers, and in 
their 130th Board Meeting held on 22nd July. 1969 
transfer of the contract from Mis. Tata-Ebasco to Tata 
Consulting Engineers was approved. The agreement was 
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finally signed on 7th November, 1969 with Mis. Tata Con-
sulting Engineers. This delayed the appointment of the 
Consultants. " 

2.20. As regards civil and structw'al work tender notice was issue4 
<>n 11th January 1969 last date being 17th February 1969. Six parties 
had given the tender offers. Tenders were opened on 17th February 
1969 and were then forwarded to consultants for their recommenda-
tions. Tender analysis along with the recommendations of consult-
ants were considered by the Managing Committee on 28th March 
1969 and discussion took place on 10th April 1969. The proposals 
were put to the Board in the 129th meeting held on 24th May 1969 
and the Board decided to award civil works to Messrs Gannon 
Dunkarly & Co. and structural work to Mis. Garlick & Co. (P) Ltd. 
The agreement was signed on 15th October 1969 with a time limit 
of 12 months. After giving 5112 months of extension, the contract 
with Mis Gannon Dunkarly & Co. Ltd. was terminated from 31st 
March 1971 on their request. The contractor could not complete 
~the work as the structural work was not ready. 

2.21. Work order was issued to Mis. Garlick & Co. on l:;th January 
1970 for structural steel & A.C. sheeting work with a time limit of 
8 months from 12th January 1970. They were given extension of 
time of 12 months as they could not complete the entire work due 
to non-availability of steel sactions from J.P.C. Afterwards Mis. 

-Garlick & Co. repudiated their contract and as such their contract 
. was terminated. 

2.22. During the course of evidence of the representatives of the 
. National Newsprint and Paper Mill Ltd., the Chairman-cum-
Managing Director infon;ned the Committee in this regard as 
,follows ;-

"As far as the pulping plant is concerned one is the Cold Soda 
pulping plant and the other is bamoo pulping plant. These 
two plants have yet to be erected. The equipment has 
been received. The civil contractors were Gannon Dun-
karly and the structural work was given to Garlicks. 
Erection of the recovery boiler is yet to be done. Gannon 
Dunkarly finished two thirds of the work which they could 
do without the structural part being made available to 
them. Then they said they cannot go on waiting for Steel 
structures. They said they should be relieved. If we 

·wanted them to be bac,k again, they gave us very high 
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rates. For the rest of the work, they wanted much more 
than Rs. five lakhs. We decided to do this work ourselves. 
Garlicks could not do their part of the structural workr 
because we were unable to get the steel. Their contract 
was extended, but still there was no steel. They said, the 
contract was entered into in January, 1970, and in 1972, 
the position still remained where it was. They said that 
if we wanted them to continue, they would work as per 
their revised rates. Then we decided that the work should 
be given to Triveni Structural Ltd. Garlicks gracefully 
backed out without any legal comlication. Now the work 
is being done by Triveni Structurals. The steel is with 
us except for 150 tonnes which has yet to come from the 
producers. We have not imported any steel." 

2.23. Asked as to how much foreign exchange was lost due to 
non-commissioning of the pulping plant, the Chairman-cum-
Managing Director informed that;-

"If the pulping plant were there and with both machines 
which are ready there, we should have produced 67,500 
tonnes. After renovation of the machine it would have 
been 75,000 tonnes. For want of pulp, we are making 
40,000 tonnes; the production loss is 35,000 tonnes, 
The foreign exchange. loss would be Rs. 4.7 crores." 

2.24. On an enquiry the Committee were informed that it was 
non-commlssloning of the pulping plant, the Chairman-cum-
missioned a little after the commissioning of the paper machine, but 
it was admitted, in case of Nepa Mills the difference in two opera-
tions was longer. 

2.25. The Committee also dicussed this question of delay in the 
construction and commissioning of the Pulp Plant with the repre-
sentatives of the Ministry of Industrial Development during the 
('ourse of their evidence in connection with the examination of Nepa 
Mills. The Secretary of the Mini<::try admitted that the commiRsion-
ing had been unduly debyed. which had adversely affected the pro-
duction of Nepa MillR. He termed the delay as "tragic". The delay 
was chiefly due to delay in civil construction on account of non-
availability of steel. He assured the Committee that now the things 
had been set right and the Plant would go into production within 
two years. Triveni Structu I'als Ltd, were doing the job at present 
being a public ~ector undertaking under the Ministry of Steel, they 
were slightly better placed in procuring steel for the job. The 
Committee were also informed that in the meanwhile Nepa Millf 
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had used imported pulp and also tried pulp from the Central pulp 
Mills, Sonegarh but they did not find it an economic proposition. 
There was idle capacity in the two newsprint machines, as the ex-
pansion of the Pulp plant had not synchronised with the installation 
of the new machine. 

2.26. The Committee note that although the contract for supply of 
pulping plants was finalised in June, 1967, the management took two 
years in finalising the appointment of consultants for supervision 
and design of civil construction and award of contract for civil works 
and structural and AC sheeting work. The Committee note that 
even then the management had to foreclose the contract due to civil 
contractor backing out on account of non-availability of steel and 
also to terminate the contract with a private company to whom the 
contract for structural and AC sheeting work was awardeel and allot 
the structural work to MIs. Triveni Structurals Ltd., n public sector 
undertaking. The Committee fail to understand why the services 
of Triveni Structurals Ltd. could not be availed of in the very first 
instance when, according to the Ministry, they were slightly better 
placed in procuring steel for the job. The Committee regret to 
observe that due to the delay in the erection and commis:;il:lling of 
the pulp plant" foreign exchange to the extent of Rs. 4.7 crores had 
to be expended on import of paper which could have been manufac-
tured if additional pulp was available. The Committee are of the 
firm view that had advance planning accompanied by timely procure-
ment of steel been done such costly delays would not have 
occurred. 

2.27. The Committee recommend that Government ~hould ~x 

responsibility for delayed action which resulted in underutilisation 
of the capacity of the plant to manufacture newsprint which had to 
be imported by exepending precious foreign exchange. The Com-
mittee would like to be informed of the action taken against the 
parties at fault and the remedial measures taken to ensure that such 
costly lapses do not recur. 

(ii) Renovation of old paper machine 

2.28. In order to increase the existing capacity of the old paper 
machine fl"om 30,0()O tonnes to 37,500 tonnes it was laid down in the 
Detailed Project Report that the renovation work should be taken 
up and completed during 1968-69 i.e., within one year of the com-
'missioning of the new paper, machine. 

2.29. The new paper machine went into production in March, 1969 
but the renovation work on old paper machine has not been taken 
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up as yet. According to the latest indications given by the Manage-
ment the renovation of this paper Machine was scheduled to be 
completed by 1968 after the new paper machine come into operation. 
Since the new paper machine was commissioned only in 1969 and 
its working was not stabilised, the work of renovation had to be 
postponed so as to maintain production of newsprint till production 
on the New Paper Machine got stabilised. Now that the produc-
tion on new Paper Machine has stabilised, the renovation work would 
be taken up by 1973. 

2.30. In this connection the representatives of the Nepa Mills 
informed the Committee during evidence that they did not want to 
open up the old machine, till the production on the new machine 
got going. The Chairman-cum-Managing Director stated as 
follows: 

"It is unfortunate that such a thing happened. This machine 
(No.2) was commissioned on 27th March 1969 the main 
motor failed; it had to be repaired. It was repaired. There 
was teething trouble over the drive, over the pumps and 
so on. The Finland people came last year twice or thrice. 
They gave performance guarantee for 2 days only. Certain 
spares were required. They were not available in the 
country. They said they had been despatched. As soon 
as they arrive we will ask them to come again. They did 
give performance guarantee. Unfortunately to get the· 
full performance guarantee we were short of spares. It 
requires 125 tonnes to be continously produced for 7 days. 
We did not want to open up machine number one when 
trouble was going on with machine No.2. We did not 
want production of newsprint to suffer in the country. 
Suppose No. 2 machine also fails and machinery No. 1 is 
opened up, there will be a diftlculty." 

2.31. The representatives of the Mills further added :-

"We wanted to make improvement; we wanted to remove the· 
defects for the short flbred pulp. There was to be im-
provement of the screening system. Certain improvements 

-were required for short-fabre material. These were in-
corporated in the new machine. If these were to be in-
corporated in old machinery it would have taken 3 and 4 
months. With this if No. 2 machine fails and No. 1 
machine is opened up there will be no production for 
some time. When new machinery gets stabilised we wilI 
take renovation. It will be by 1963." 
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2.32. The Committee regret to note that renovation of' the old' 
Paper Machine scheduled to be completed by 1968 has not been com-
pleted even after four years for one reason or other •. The Committee 
hope that the Nepa Mills would be able to adhere to the schedule 
and complete the necessary renovation of Machine No.1 by 1973' 
along with the matching pulping plant under expansion as without 
sufficient pulp, the capacity of the renovated plant would be lying: 
idle. ' ',' . t 
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PRODUCTION 

A. Rated Capacity and Actual production 

Old Paper .Machine 

3.1. The production capacity of the Mill was fixed at 100 tons per 
<day (on an estimated speed of the paper machine at 900 to 1000 feet 
'per minute) or 30,000 tons per annum on the basis of 300 working 
days a year with one paper machine. 

3.2. According 1X:> the Ranganathan Committee Report (1953), 
the machine was capable of working at a speed up to 1200 feet per 
minute and if the pulp could stand a speed exceeding 1000 feet per 
minute it might be possible in due course when the Mill got intp 
.stride and the technical staff were experienced to step up the 
production by 10 to 20 per cent. 

3.3. The Ministry stated in January, 1971 that "the experience 
until now has shown that whenever speed is increased beyond 600 
feet per minute, breakages go up and hence achievement 'CYf a speed 
-of 12100 feet per minute is not at all possible under the present 
circumstances. Even the foreign experts who were specially invited 
for this purpose during the year 1962 could not achieve the speed 
.beyond 800 feet per minute." 

3.4. The factory went into trial production in January 1955 and 
regular production in April, 1956. 

3.5. The following table gives the number of working days, the 
1lverage speed of the machine per minute, rated capacity and the 
. actual production of newsprint during the last seven years. 

-----
Year No. of Envisaged Actuals Rated pro- Actual pro-

working speed Average duction duction 
days speed @Ioo tons (tons) 

per per day 
minute 

I 3 4 5 6 

feet 

1965-66 316 900-1000 735 31,600 29.861 

1966-67 316 Do. 736 31,600 29,036 

24 
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---_. ---

2 3 4 5 6 
-_._---------_._-----

feet 
1961-68 325 Do. 745 32,500 30,801 
1968-69 32S Do. 733 32,500 30,073 
1969-70 278 Do. 685 27,800 22,805* 
1970-71 139 Do. 592 13.900 12,272* 

1971-72 173 Do. 582 17,300 11,867* 

3.6. Actual production was less than the rated capacity and the 
envisaged speed of 900-1()oo feet per minute (much less than the 
speed of 1200 feet per minute up to which the machine was capable 
of working) was never achieved. The low speed of the paper 
machine was stated to be due to :-

(i) shortage of power and steam up to August/September, 
1968; 

(ii) insufficient capacity of the chemical pulp plant to feed 
the paper mach'ine;' ....-

(iii) other factors coming in the way such as additional screen-
ing facilities, maintenance of constant head, sheet transfer 
arrangements etc. 

3.7. During the course of evidence of the representatives of Nepa 
Mills, the Committee were informed that the old paper machine was 
run at various; speeds 700-750 and whenever it was attempted to be 
run at the higher speed between 800-900 there were difficulties due 
to short-fibre material. The Production Manager explained "In 1961-
62 we. got over here foreign experts from U.S.A. and they were here 
far three months and they tried to see what were the difficulties and 
how these could be overcome. But they could not run the machine 
more than 800 speed." 

The Production Manager further stated that under the renovation 
plan some improvements were envisaged in the machine so as to 
i,ncrease speed. It was statecl that there were a few basIc defects in 
the unconventional raw materials, which could not be removed even 
by technology. He further stated that "we are running at present 
at a speed of about 925 F .P.M. and we are running the old machine 
at a slower speed of 450-600 F.P.M. with whatever pulp available 
1:0 us." .. :'... -

*Exclud~ production by the 2nd machine. 
3634 rs:.:-3 . 
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3.8. In regard to the difficulties regarding additional screening 
facilities, maintenance of constant head, sheet transfer arrangement, 
etc., it was stated that these difficulties were experienced whenever 
higher speed was attempted in 1960-61. The difficulties still persisted 
but not affecting the production as the available pulp was distributea 
to both the machines and the machine was dependent on the avail-
ability of pulp. These defects would be rectified in the renovation 
of the machine. 

New Paper Machine 

3.9. The following table gives the construction and erection 
programme of the new paper machine : 

Sl. 
No. 

Particulars As per detailed project 
Report 

Actuala 

Date of Date of Date of Date of 
commence- completion commence- comple-

ment ment tion 

--------.--_,----,----------,---
I Shipment of machinery. Oct., 65 March, 66 Dec. 65 May, 66 

2 Arrivalof machinery at site. • Jan. 66 June, 66 Feb., 66 Oct., 67 

3 Civil construction end foundation 
work Dec. 65 May, 67 Nov. 66 March,68 

4 Erection of machinery . Aug. 66 Sept. 67 Sept. 67 Dec. 68 

5 Installation of electrical equipment 
and power wiring etc... Jan. 67 Oct. 67 Jan. 68 March, 69 

6 Commi8.io~ng and trial operation. 

7 Rated production . 

Nov. 67 Jan. 68 28th Feb. 27th 
69 Mar. 69 

Feb. 68 Dec. 68 Production Rated 
,tilted on Production 

27th March, hu Dot 
1969 been ach-

ieved so 
far. 

3.10. The delay in completion of the plant is stated to be mainly 
due to:-

(i) delay in finalising design services contract; 

(it) delay in getting engineermg and construction information 
from suppliers; and 

(iii) delay in ftnalisation of tenders for civil works lnd delay 
in completion of civil works. 
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3.11. During the course of evidence of the representatives of the-
National Newsprint and Paper Mills Ltd., the Committee enquired 
the reasons for the delay in erection and Commissioning of the new 
paper machine. The Financial Controller explained that there was 
a cumulative delay of two years due to (i) delay in shipment of 
equipment from Finland on account of Finish ports being snow-
bound; (ii) delay in selecting the consulting engineers and (iii) 
further delay in the awarding of the contracts to Civil Contractors. 

3.12. (i) As regards delay in supply of equipment, the Nepa 
Mills stated in a written note as follows:-

"As per agreement the final shipment of Plant and machinery 
from Wartsila was to be made by March, 1966, but since 
the Finish Ports were snow bound and the Indian ships. 
could not enter the Port at Helsinki, the suppliers wrote 
to us whether shipment should be made in foreign ships 
or it should be delayed. They also made an alternative 
suggestion that delivery can be effected from another port 
called Turku. But this, as per their estimate necessitated 
an approximate additional cost of £6,200 which had to be 
borne by the Nepa Mills, since the contract was f.o.b. 
Helsinki. This was towards transportation, storage, extra 
loading and unloading etc. Contrary to this they sug-
gested that if we agree for pp'stponement of shipment tilI 
May, 1966 they will store the plant and machinery at their 
own cost in their work at Helsinki." 

3.13. Since the earlier arrival of the final consignment by two 
months would not have expedited the earlier commossioning of 
plant and machinery, it was decided to agree to their second proposal 
of despatch by May, 1966." 

3.14. (ii) In regard to delay in finaliSing the contract for design 
services, the Nepa Mills have stated in a written note as follows:-

"Enquiries for designing and construction supervision of the 
new paper machine building were floated vide letted No. 
DEV IER! ADV 1600, dated 7th April, 1965 and sent to the 
following parties. They were requested to give quotation 
for the engineering work (Design Supervision) of the 
paper machine building work and also indicate a rough 
cost estimate of work involved to be entrusted to other 
civil contractors under their supervision: 

(1) Mis. Patel Eng. Co. Ltd., Bombay. 
(2) MIs. N.U.C. (Pvt) Ltd, Bombay. 
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(3) Mis. Hindustan Construction CompanY Ltd. Bombay. 
(4) Mis. K. C. Const. Co. Ltd., Bombay. 
(5) Mis. Grover & Puri, !'iew Delhi. 
(6) Mis. Bhai Sundardas Sardar Singh Pvt. Ltd., New 

Delhi. 
(7) Mis. Gannon Dunk~rley & Co. Ltd., Bombay. 
(8) Tata EbasC'O', Bombay. 
(9) NIDC New Delhi. 

Out of the above Mis. Patel Engg. Co. Ltd., NIDC, Tata Ebasco, 
HCC, and Grover & Puri had submitted their quotations. Mis. 
Grover & Puri had given an estimate of Rs. 13 lakhs for the e.ntire 
civil construction work as against Rs. 34 lakhs of our estimate and 
Rs. 23 to 50 lakhs of other tenderers. This was considered impracti-
cable and as such their quotation' was not considered. Offers left 
for consideration were from three parties namely:-

(1) Mis. National Industrial Development Co. (NIDC) New 
Delhi. 

(2) Mis. Tata Ebasco, Bombay. 
(3) Mis. Hindustan Construction Co. (HCC), Bombay. 

MIs. NIDe was interested in the job so far as designing and pre-
paration of all detailed drawings were concerned. They were also 
agreeable to supervise the working during its execution by periodical 
visits, but actual execution of the job in the case of Mis. N.I.D.C. 
and MIs. Tata Ebasco, Bombay, was to be entrusted to a civil con-
tractor to be selected after calling tenders. N.I.D.C. estimate was 
for Rs. 23 lakhs. They had no· previous experience ot this particular 
type of construction and they were in no way Daund as far as total 
expenditure was concerned. The actual investment was to depend 
on the quotations received from Civil Contractors·. 

Mis. Tata Ebasco was well experienced in this line of c<Yllstruct-
ing buildings for paper Mills. They were interested to take the job 
on a turn-key basis that is designing, preparation of detailed draw-
ings, supervision of actual execution. They had all the staff 
necessary to take up this specialised job. 

The third party Mis. Hindustan Construction Co. was another 
well established Civil Engineering firm. Their offer was also based 

-At the time of the factual verification, the Au"I' informed I!S follows :-
"ID this connection the following observations ~ere ccmmunicatcd in October, 
1972 (i) Actual exccutirn of the jol WfS to I:e rnc 01rlcen by the civil ccntrlc-
tors both in case of N.I.D.C.'s offer as well .. MIS. Tara-Bbasco Bomhay 
offer (ii) Both NIDC aDd T, .. E~ were to supervise lhe actual execution of 
the work. Addi~ional amOunt was, however, payahle to Tata ebasco for spot 
supervision. whereas NlDC was j1repatecnd supervise tbe workthrouSh periodi-
cal visits to sites without any extra charse (iii) Tata Ebasco reduced their esti-
mates from RS.35 lakh. to Rs. 2$ lakhs with (±) 10%. Tbis, therefore, 
c:>:nplfei fdv()Jfa~ly with N·I.D.C.'s estim'ltcs orRs. 2,3lakh,." 



29 

, on turn key basis, that is, designing, preparation of detailed drawing 
etc. Ther estimate was for Rs. 34 lakhs. ThEy however, had no 
past experience of this particular type of c'onstruction. 

Taking into consideration all these facts stated above, the Hoard 
at its 109th meeting held on 30th September, 1965 decided to recom-
mend to the Government for its approval Mis. Tata Ebasco, Bombay. 
MIs. Tata Ebasco's tepder was the highest, but for installing one of 
the fastest and the biggest paper machines in our country it was 
imperative to entrust the job to a firm having similar sound experi-
ence in the past. 

The Board's recommendation of awarding the above job to 
Mis. Tata Ebasco was forwarded to the Government of India vide 
our letter No. MD-365, dated the 6th October, 1965. The Board at 
its meeting held on the 22nd November, 1965 was informed that the 
Government's decision in this matter was still awaited. It was 
pointed out to the Board that this mater was getting much delayp.d 
and early decision in his matter was imperative. According to the 
detailed Pl'Oject Report the decision should have been taken by then 
and actual work started by December, 1965. As such the Board at 
its 1l0th meeting held on the 22nd November, 1965 authorised the 
Chairman to negotiate with Mis. Tata Ebasco for a reduc'=!d fee on 
design contract and approve the same and report the approved price 
to the next meeting of the Boud. 

On negotiations with Mis. Tata Ebasco, Bombay by our Chairman 
and Dr. Seetharamaih, they had further reduced their quotations by 
Rs. 43,000 and their fee stood at Rs. 2,66,000 as against Rs. 80,500 of 
Mis. NIDC and Rs. 1,02,000 of Mis. HCC. In the light of above, the 
contract fur Civil Engineering design work as warded to MIs. Tata 
Ebasco. The Board ratified this at its m~eting No. 111 held on 
31-12-1965." 

3.15. During the course of evidence of the representatives of the 
Ministry of Industrial Developme-nt, the Commlttee enqUired the 
reasons for selecting a Bombay firm, in preference to the National 
Industrial Development Corporation, a public undertaking, even 
though the tender of the Bombay firm was not the lowest. The 
secretary of the Ministry e:xplained· that in . the -year 1965, NIDC had 
not adequate experience in the field and that their after was not for 
the complete job-particularly they did not include s\}pervision of 
erection and construction and therefore the tender of Tata Ebasco, 
though not the lowest, was accepted as they had the e¥perience and 
were also associated at the time of setting up the project. It was 
also stated that the' second paper machine had since been installed 
·and com1riissioned.* 

·Please .Iso scc foot-note on page 28. 
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3.16. (iii) In regard to Civil Construction Contract the following 
was the sequence of events:-

Design service contract finalised • December. 1965 
'Tenders for civil construction invited after receipt of tender ducu-

ments fron the consulting engineers. . . . . May. 1966. 

Consulting engineer's recommendations received July, 1966. 

Final recommendation submitted to the 8ub-committee of the 
Board October. 1966 

Approval given by the Board . December. 1966 

Work awarded November. 1966 

Time allowed for completion of work 14 months 

Time actually taken 16 months 

It has been stated that there was a delay of only one month by 
Consulting Engineers due to delay in receipt of drawings from 
Suppliers and that there was no delay in finaliSing the tender docu-
ments, as the tender documents were received on 6-4-1966 and ten-
ders was invited in May 1966, after holding some diSCUssions with 
the ConSUltants. 

3.17. As regards delay in completion of works, it was stated that 
the original time given was 14 months for completion fr~ 16-11-1966 
to 15-1-1968 and further extension was given upto 31-3-1968 on the 
recommendation of the Consultants due to extra work involved and 
Tock excavation by chiselling instead of blasting. 

Production: -

3.18. The Detailed Project Report envisaged that the New Paper 
Machine would go into trial runs in November, 1967 and into full 
production by January-February, 1968 and that the Mill would 
achieve the increased capacity of 75,OO() tonnes in 3 years as under:-
----,-----

Year Old Paper New Paper Total J 
Machine Machine 

-------------,----------------------------------------.--------
I 3 

-----------------------------------------------------------
1967-68 

196&-69 

1969-70 

(Figures in tonaeI) 

30,000 15,000 . 45,000 

25.500 -: 37,500 63,000 

37.500 37.500 15,000 

'-------------------------------------------
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3.19. From the table at paragraph 3.9 above, it could be seen that 
the new paper machine went into production only on 27th March, 
1969. 

I :_. 

3·20. The ye!lr-wise budgetted and actual production from the 
both the machines is given below:-

Year 

1965-66 

1966-67 

1967-68 

1:968-69 

·1969-70 

1970 -71 

1971-72 

Budgetted 
Production 

Paper Paper 
m.chine Machine 
No. I NO.2 
(Tonnes) (Tonnes) 

30348 

29,506 

31,308 

30,512 50 

56'000 23,170 16,105 
(31000 old + 25,000 new) 

37,000 120470 24,800 

39,000 12,058 27,982 

Total 

30,348 

29,506 

31,308 

30,5152 

39,275 

37,270 

40,040 

3.21. The expanded capacity of 75,00() tonnes of newsprint per 
annum under the expansion scheme is now planned to be achieved 
as under:-

1972-73 

1973-74 

1:974-75 

~5175-76 

Year Quantity 
in tonne8 

50,000 

65,000 . 

15,000 

·The non-achievement of the pro;iuction target of 25000 tonnes on new machine wu 
attributed to defects in ~ new machine. 
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3.22. Since the pulp plant was under construction, the Manage-
Inent felt that it would not be economical to produce even 100 tonnes 
:per day on new paper machine, i.e. 60,000 tonnes of newsprint on 
both machines annually as the cost of production per ronne of news-
print with imported pulp would be higher as compared to the cost 
of imported newsprint. According to them, the production of 45,000 
tonnes was the optimum marginalfeconomic production after maxi-
miSing the production of indigenious mechanical pulp i.e. ground-
wood pulp. The Ministry, however, stated in January, 1971 that 
"pending expansion of our Pupling and Recovery Plants, we cannot 
expect to produce more than 36,000 to 38,003 tonnes of newsprint per 
annum." 

3.23. The factors mainly responsible for the non-achievement of 
full rated production were (i) initial teething trouble in the new 
paper Machine .and (ii) inadequate capacity of pulp plant and 
restricted production on account of increased loss. 

3.24. The Management stated in April, 1970 that due to initial 
teething trouble, it was not possible to produce more than 1100 tonnes 
per day i.e. 30,000 tonnes per year on the new machine. 

3.25. During the course of evidence of the representatives of 
Nepa Mills, the Committee were informed that:-

"The defect with the new machine was the defective drive. 
Foreign Experts came and they had rectified it. Certain 
type of special belts were received from Germany. The 
belts were not working well in the particular climatic 
conditions and in particular width. Now they had recti-
fied this and they have given new designs of the belts. 
We are trying to get in India this particulqr width of the 
belts and within two or three months, we feel we will be 
able to overcome these difficulties." 

3.26. In a subsequent note submitted to the Committee, the Nepa 
Mills stated that the foreign erectors from MIs. Wartsi1a, suppliers 
of the machine, came in August/September, 1971 and November! 
December, 1971 for rectifying the defects with the drive and other 
defects and gi'ling the performance guarantee. In spite of their 
best efforts all the faults could not be rectified as some of the essen-
tial spares required were not available. Though the performance 
guarantee could not be achieved as per the contract, there was 
marked improvement in the working of the machioe. 

3.27. Mis. Wartsila representatives assured the Mills that the 
machine was designed for the rated capaeity and there should not 
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be any diftlculty in achieving the rated capacity after the essential 
spares were replaced and other jobs attended. In case of any further 
aUficulty in achieving the capacity they would help the Mills in the 
matter. 

, 3.28. As regards the inadequate capacity of the Pulping Plant, it 
has been stated that the existing Pulp Plant was capable of produc-
ing 40 tonnes of chemical pulp and 60 tonnes of mechanical pulp 
(with the operation of 2 grinders out of the existing 4 grinders) i.e. 
groundwood pulp per day, which were sufficient for production of 
30,000 tonnes of newsprint from the old paper machine at a rate of 
100 tonnes per day. The expansion scheme contemplated the setting 
up of a new pulp plant and the adoption of cold caustic process 
therein for manufacturing the semi-chemical pulp from salai wood 
instead of the conventional ground wood pulp. The installation of 
the cold caustic pulp plant and the expansion of chemical pulp plant 
were envisaged under the scheme to meet the increased requirements 
of pulp for the manufacture of newsprint from the new paper 
machine. The Preliminary Project Report for the expansion scheme 
indicated the possibility of completion of the expansion of the paper 
section a year or so earlier than that of pulp section and thE' utilisa-
tion of imported pulp during the intervening period. 

3.29. As the new paper machine went into production in March, 
1969, the Management decided to run this machine with imported 
purchased pulp (mechanical as well as chemical). Therefore, in the 
year 1969'-70 a large quantity of imported pulp was utilised to 
supplement the pulp requirement of both the machine. But due to 
devaluation, the cost of imported pulp increased very greatly 
and it was not found to be economically viable. It was estimated 
in September, 1969 that for production of 56,000 tonnes of newsprint 
from both the machines (31,00:) from old+25,OOO from new) the cost 
per tonne would work out to Rs. 1276 against the then selling price 
of Rs. 1100 per tonne resulting in a loss of Rs. 176 per tonne or 
Rs. 98.56 lakhs a year. 

330. In view of the high price it was decided not to import pulp 
but to run the paper machine according to the availability o{ pulp 
indigenously. Accordingly, the production in 1970-71 and 1971-72 
was restricted to the availability of indigenous pulp. The Mfils, 
therefore, decided to reduce, the production of newsprtnt to 45,000 
tonnes per annum. The mills planned to produce 45JOOO tonnes 
during 1970-71 and 1971-72 each and 75,000 tonnes during 1972-73 by 
which time the new pulp and recovery plant were, exptlCted to go 
into production. Meanwhile the working of the e¥isting Chemical 
Pulping and Recovery Units was geared up by running them at 
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higher than the rated capacity with certain modifications and by 
using a small amount of indigenous chemical pulp from the Central 
Paper Mills, Sonegarh to produce more newsprint from the indigen-
ous pulp. 

3.31. To an enquiry of the Committee as to why the expansion 
of the pulp and recovery plant could not be synchronised with the 
installation of the new paper machine, the Nepa Mills stated:-

"Generally in an integrated Pulp and Paper Mill the Paper 
Machine is installed earlier as the trial of the machine 
can be conducted with external pulp by the time the 
pulping units are ready. Since in our expansion scheme 
a new process of Cold Caustic Semi-Chemical Pulp was 
envisaged, it was not possible to plan for the installation 
of Pulp and Re<:Overy Plants along with the Paper 
Machine. As the Cold Caustic process was new and its 
know-how was not available indigenously, the enquiry 
had to be floated in foreign countries and discussions made 
with the representatives of foreign parties. Hence, it was 
planned in the Project Report itself that the Paper Machine 
will be running on imported pulp for a short-while before 
the Pulp and Recovery Plants are commissioned." 

3.32. In regard to erection and commissioning of the new pulp 
plant it was stated that global tenders were invited in August, 1963 
but owing to delays at different levels the purchase orders were 
placed in June, 1967. In this regard, the Ministry stated in January, 
1971 as follows:-

(i) Processing of offer for expansion of pulp section started 
from 1965 onwards after order for the new paper machine 
had been placed in December, 1964 on the Finnish firm. 

(ii) As quotations were received from various parties, consi-
derable time was taken in seeking clarification etc., and 
the comparatve statement was sent to the Ministry on 
9-10-65 for obtaining approval. 

(iii) They were again approached in December, 1965. 
(iv) The Ministry's approval was received on 29-4-1966 subject 

to the condition that the Company should qe able to 
obtain deferred credit faciDties from the suppliers. 

(v) The party was asked on 12-5-1966 to confirm the acceptance 
of this condition but in the meantime Rupee was devalued 
necessitating fresh complete revision of the orders ana 
fresh negotiations with the parties. 
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(vi) Final recommendations after fresh negotiations etc. were 
intimated to Government on 14-11-1966. 

(vii) Government desired reconsideration of the quotations in 
order to be able to meet the import requirements under 
DM 100 million credit. After further reconsideration the 
order was finally placed on Mis. Utkal Machinery, an 
indigenous supplier in June, 1967. 

3.33. Asked about the necessity for this long drill when the order 
was to be placed with an indigenaus manufacturer, the Mills stated 
in a written reply that "there were no indigenous manufacturers 
available in the country at that time. Only when the Government 
of India showed their inability to allocate foreign exchange required 
for this purpose, Mis. Voith, Germany arranged with their associates, 
Mis. Utkal Machinery for assembling of such machinery in India in 
coUaboration with them by procuring the components required for 
this purpose from the German credit available for this purpose. 
Since they are also manufacturing other equipments, they were in 
a position to place orders which will meet the reqUirements under 
DM 100 million credit which was not available for us. Hence the 
procedure followed in the ab-ove case was the only way possible at 
that time." 

3.34. 'Fhe Committee enqUired whether in view of the possibility 
-ofa,ttaining the production of 44,000 tonne of newsprint from the 
two paper machines with the help of the existing pulp plant, the 
'production cannot be stepped up even with the help of the imported 
pulp as there would be overall saving in foreign exchange, it was 
explained as follows: 

"As the cost of production of newsprint with imported and 
indigenous purchased pulp had not been found economical 
at the selling priee of Rs. 1100 per tonne and even after 
the selling price had been increased to Rs. 1362, it is not 
considered advisable to use imported pulp." 

3.35. The Managing Director informed the Committee that if they 
were to import chemical pulp at the rate <Yf Rs. 1175 per tonne and 
mechanical pulp at the rate of Rs. 1075 per tonne the cost of pro-
duction of newsrint in Nepa Mills would be Rs. 1512 which would 
be higher than tbeselling price of the newspjrint @Rs. 1362. The 
'Managing Director, therefore, did not agree with the 8ugsestion 
that in OTder to utilise the spare capacity of the two paper machines, 
imported pulp should be used, as the cost of imported pulp was 
higher than the cost of production of pulp indigenously. 
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3.36. In this conne~tion the Secretary of the Ministry stated that 
"cost of chemical pulp produced by Nepa Mills is between Rs. 90U 
and ];ls. 1000 and that of imported grade pulp is between Rs. 1150 
and Rs. 1200 per ton. The Songarh chemical pulp that we are buy-
ing, costs us Rs. 1375 per ton. The Nepa Chemical is tQe cheapest 
of the three." 

3.37. The Secretary further stated that since there was only it 

marginal difference in the price of the imported pulp and importea 
newsprint, it was found by experience that it was not worthwhile 
to go in for imported pulp, as the resultent foreign exchange saving 
would be very little. 

3.38. The Committee find that Nepa Mills was to attain the rated 
production of 75,000 tonnes of newsprint from the old and new poper 
machines in 1969-70. However, the Mills could not attain the fuU 
rated production because of delay in undertaking the renovation and 
modification of the old paper machine and the defects in 'the ne,,,, 
paper machine. 

3.39, The Committee note that renovation and modification of the 
old paper machine would now be taken up in 1973. The Committee 
also note that 'there has been a delay of more than one year in the 
commissioning of the new paper machine. Even after commission-
ing, the new paper machine could not work to the rated capacity 
because of the teething troubles in the machine and the inadequacy 
of the pulp. The Committee were informed that' even now the diffi-
culties have not been overcome and the erectors could not give the 
performance guarantee. The Committee urge that Nepa Mills should' 
immediately take all the necessary steps to see that the new paper 
machine is made capable of attaining the rated capacity by provid-
ing the essential spares and rectifying the defects. 

3.40. The Committee find that the main hindrance in attaining the 
rated capacity of the paper machine is the inadequacy of the pulp. 
The Committee were informed that the new pulp plant is expected 
to be commissioned by IM3-74. The Committee note that the pre-
liminary project report for the expansion scheme- indi~ted thepos-
sibility of completion of the eXpaJ,lsion 'of the paper se~tion a year or 
so earlier than that of thepwp s~tion and t'l.e utDisation of import-
ed Pulp during the intervening:perlod. . B~wever" becl!useof the 
hiCh cOst of importesl pulp, the N epa Mills found it unecon'omical to 
prGduee newsprint. hom the bDpoIted pul,. .The ~mi!tee ~e at 
a I_s w understalMltbe Se.Juence in the ptwing of the paper plant 
by puttiDg the paPer machine first' and erectin&' the pulp plant one 
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year later. 'l'he Committee cannot but emphasise the need for syn-
chronisation in commissioning the paper plant along with the pulp 
plant in order to achieve the maximum utilisation 'Of the paper plant. 
The CGmmittee need hardly point out that Govemment should learn 
a lessGn frGm this' experience and at least in the future planning 'Of 
paper projects, realise the need fDr an integrated approach in setting 
up the pulp plant simultaneGusly with the paper plant tD secure the 
maximum utilisatiDn 'Of the paper plant. 

3.41. The Committee also find that even thGugh the preliminary 
project report contemplated the setting up of the Pulp Plant a year 
or SG later than the paper machine i.e. by January, 196,9, they were 
infDrmed that the pulp plant would he commissioned by 1973-74 i.e. 
after a delay 'Of mGre than five years. 

3.42. The Committee are surprised 'that even the placing of 'Orders 
fGr the new pUlp plant had taken mGre than two years and the nrder 
was placed 'Only in June, 1967, when the erection 'Of the new paper 
machine was in progress. Had the cGnstruetiGn and commissiGnlng 
of the new Pulp Plant been as per schedule, the Nepa MiDs would not 
be facing shortage 'Of pulp which is keeping down the production 
of newsprint. 

3.43. The CDmmittee cannDt too strongly emphasise that the addi-
tiGnal capacity created for the production 'Of newsprint should be put 
to productive use at the earliest by expediting completiDn of the new 
pulp plant and thereby save the preci'ous fGreign exchange which is 
being expended at present in impDrting newsprint. 

B. Quality 'Of Newsprint 

3.44. The Nepa Mills informed the Committee that the quality 
of newsprint of Nepa Mills c.ompared fairly well in all the functional 
properties, except the, shade and finish. 

3.45. In tropical countries, newsprint produced from unconven-
tional raw materials like salai, could not be compared with that pro-
duced from conventional raw materials like coniferous woods. 

3.46. In regard to further improving the quality of newsprint the 
M~naging Director informed the Committee during evidence as fol-
lows:-

"At present with the pulping plant that we have, it cannot be 
improved. We utilise 57 per cent groundwood pulp and 
43 per cent chemical pulp. If we bleach ground wood pulp 
it will be very expensive and it will reduce the strength 
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also. In our future plan, after the expansion is complete, 
we will use 33-1/3 per cent Chemical pulp, 33-1/3 per cent 
mechanical pulp and 33-1/3 per cent Semi-Chemical pulp 
and when we achieve this formula, I am told that 
our quality will improve with this furnish. Since 
newsprint has to be a cheap grade paper, it is not 
found desirabJe to adopt a process, which would increase 
the cost of production." 

3.47. The representatives of the Ministry of Industrial Develop-
ment stated that the printability and the strength of the newsprint 
was as good as that of the imported newsprint, but its brightness was 
inferior and that bleaching would weaken the strength of newsprint. 
The cold soda process to be introduced in the Expansion Scheme was 
expected. to improve the brightness. 

3.48. The Committee would like to emphasise that the expenditure 
involved in changing over to the new formula for production of pulp 
after the expansion is completed, should be commensurate with the 
improvement in shade and finish of the newsprint produced by the 
Nepa MUll. The Committee hope that the Nepa Mills would keep 
in view the cost aspects and the strength of the newspriDt while in-
troducing the new process in improving the shade of newsprint. 

3.49. Since brightness and quality of paper are important in the 
interest of general heaHh of the reading public, the Committee need 
hardly stress that continuous eBorts should be made by the Nepa 
Mills to improve the quality and make it comparable if not superior 
to the imported newsprint. 
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3.51. It will be seen that the quantity pf newsprint damaged dur-
ing the. process in the year 1967-68 was of the order of 131.912 tonnes. 
The quantity damaged during 1968-69 recorded an increase of 146 
per cent over the year 1967-68. The percentage of damaged further 
increased to 253 per cent and 396 per cent during 1969-70 and 1970-71, 
though it came down to 297 per cent during 1971-72. 

3.52. The Management stated in November, 1970 that "the increase 
in the quantity of damaged paper during 1968-69 was due to the cOm-
missioning of the new Paper Machine, on which the trial operations 
were started some time in February, 1969, and finally the machine 
was commissioned on 27th March, 1969. The increase in the quantity 
of damaged paper during 1969-70 was partly due to increased pro-
duction from 30,562 tonnes to 39,275 tonnes and partly due to teething 
trouble in the New Paper Machine. Due to failure of the main drive 
motor, frequent changes of bearings and other spares were required 
and this necessitated frequent stoppage of the Paper Machine with 
increasing brakes." 

3.53. In the absence of details of quantity of damaged paper sepa-
rately for old paper machine and new paper machine for the year 
1969-70 the extent of damage on account of trial operation of the 
new paper machine could not be assessed. For the same reason the 
quantity of damaged paper on old paper machine during 1969-70 
could not be compared with the earlier years. 

3.54. The Ministry stated in January, 1971 that "in view of the 
fluctuations of raw materials and other process variation, it is not 
practicable to fix any norms. As production of both the machines 
is to be regulated according to the availability of pulp, no separa~ 
record is maintained." . 

3.55. The increase in the damaged rolls during the year 1970-71 
and 1971-72 was stated to be mainly due to the following reasons:-

Old Paper Machine 

(i) Intermittent stop-up and start.up operations of the old 
Paper Machine resulte~ in imperfect rolls at times. 

New Paper Machine 

(ii) Frequent changing of bearings and the defective motor of 
the machine No.2 (new) resulted in giving defective rolls. 

(iii) Variations in the drive due to defective. system, resulted 
in disturbed conditions. 
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(iv) The calender stack was due for crowding and it required . 
major stoppage. Since the Mills wanted to synchronise 
this stoppage during the visit of the Wartsila Engineers 
for attending the defective drive and various other faults, 
the replacement of the calender stack was postponed and 
this accounted for the damaged rolls to some extent. 

(v) Attempts were made to speed up the machine and in the 
initial stages it resulted in more number of imperfect rolls. 

Besides, 711.014 tonnes of rejected rolls were sold as such during 
1970-71 and 1971-72 thus realising full tonnage and value of the 
'Same. 

3.56. In a written reply, the Management stated that the percent-
age of rejects to the total production during 1970-71 and 1971-72 
worked out to 5.35 per cent and 6 per cent respectively. The rejects 
were utilized by cutting them into smaller sizes and whatever balance 
was left was re-used in the process of manufacture. The Secretary 
of Ministry, in the course of evidence informed the Committee as 
under:-

"The rejects are oruly the usual amounts namely 3 to 4 per 
cent, but these are not abnormal rejects ...... Nothing ab-
normal has been reported from any quarter ...... " 

3.57. The Committee note that quantity of paper damag'ed during 
process increased from 131,912 tonnes in the year 1.967-68 to 522,962 
tonnes in 1970-71 and came down to 391.909 tonnes in 1971-72. The 
Committee were informed that the increase in the quantity of damag-
ed paper during 1968-6,9 was due to the commissiOning of the new 
paper machine on which the trial operations were started sometime 
in February, 1969 and which was finally commissioned on 27th March, 
1969. The Committee are surprised that so far no records have hoen 
maintained to indicate separately 'the extent of damage of newsprint 
produced by the two paper machines. Although it has been stated 
that the percentage of rejects to the total production duriug 1970-71 
and 1971-72 was of the order of 5 to 6 per cent and has not been con-
sidered abnormal by the Mills. the Committee need hardly stress the 
need for main'taining separate records for each paper machine to 
:asses as accurately as possible the extent of paper damaged and fix 
realistic norms for rejection in respect of each machine. The Com· 
mittee would also suggest that the Nepa Mills should ascertain the 
norms from the foreign suppliers of machinery and other Mills which 
are using this machinery. 
:3634LS-4. 
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Caustic Soda Chlorine Plant; 
------ ... _- -----.. _---_ .. -

Reasons 1967-68 1968-69 1969-70 1970-71 1971-72 

I 3 4 S 6 

Shut do.wn of recovery and paper 
machine. . . . 174 2.3S 2.4 

Production of Unbleached 
Paper 7$ 177 46 

Powers (ailure 224 33 44 
After meeting demand of black 

liquor . . . . 132 
Water works 37 59 
Miscell aneous 81 28 I4S 

686 SIO 718 476 2Zl 

Number of available machine 
hours 8712 8640 8568 8S68 8688 

Percentage of idle machine hours 
to availabl e machine hours 7'9 S'9 8'4 S'6 275 

---_._--- ----
3.59. Idle machine hours of Paper Machine (Old) increased irom 

909 in 1967-68 to 4484.35 i11l 1971-72 and the idle machine hours on 
account of shortage of raw materials accounted for 39.23 per cent of 
the total idle machine hours during 1967-68 to 1969-70 years and 80 
per cent in 1971-72. Similarly, the idle machine hours in Caustic 
Soda Plant increased from 510 in 1968-69 to 718 in 1969-70 and came 
down to 221 in 1971-72. 

3.60. As regards the Recovery Plant and the new Paper Machine 
the detailed analysis of idle machine hours as done in the case of 
Paper Machine (old) and Caustic Soda Plant had not been made. 
The Management however, worked out that the Recovery Plant did 
net work for 887 hours in 1967-68, 862 hours in 1968-69 and 1014 
hours in 1969-70 and the new Paper Machine did not work for 3792 
hours during 1969-70. 

The Ministry stated in January, 1971 as follows:-

" ...... the recovery plant is entirely a captive unit and its 
working is dependent upon the working of Pulping Plant 
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...... Till our pulping units are ready and pulp to the 
extent of full requirements is available and the operations 
get stabilised, the analysis of idle hours for paper machines 
Nos. 1 and 2 will serve no useful purpose. After complete 
expansion of the Plants the records required will be main-
tained." 

3.61. The idle machine hours of the old Paper Machine increased 
in the year 1969-70 due to the following reasons:-

"(a) Because of limited capacity of our own pulping plants the 
total pulp produced had to be distributed to both the 
Paper Machines and, therefore, the working of the 1st 
Machines had to be, restricted. Due to this, the idle 
machine hours have increased from 206 in 1967-68 to 866 
in 1969-70. 

(b) Due to shortage of salai wood, there was loss of 192 hours 
in the year 1969-70. 

(c) There was a severe water shortage due to the low level 
of water in the river Tapti in summer. 

(d) Increased mechanical troubles due to the fact that the 
plant is getting old. It has already run for about 15 years. 
If the losses due to the above reasons are removed the 
remaining idle hours will be at par with the previous two 
years." 

3.62. During 1970-71 and 1971-72 also, the increase in the total idle 
hours was mainly due to Inadequacy of pulp. The increase in mecha-
nical troubles in the old paper Machine was, however on account of 
the following:-

1970-71 

1. There was a shut-down due to floods in the river Tapti 
and also failure of the cable of the transformer at the 
Tapti Water Works (179 hrs.). 

2. Failure of king roll bearings at the Paper Machine (29 
hrs.). 

1971-72 

1. Preventive maintenance on paper machine fourdrinier 
section for two days (48 hrs.) . 

. 2. Overhaul of the press rolls (92 hrs.). 
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3.63. In regard to the New Paper Machine the increase in the idle 
hOUTS was mainly attributed to mechanical troubles in the main shaft 
drive. break down of motor etc. 

In case of Caustic Soda Chloride Plant, the idle machine hours 
during 1969:..70 had increased due to the following reasons:-

"(a) Due to shutdown of Paper Machine on account of shortage 
of salai wood in the month of November, 1969 for about 
157 hours. 

(b) Due to increased shutdowns of Recovery for replacement 
of punctured boiler tubes twice during the year in addi· 
tion to the normal annual recovery shutdown for boiler 
inspection about 94 additional hours were lost. 

(c) ...... The working of Caustic Soda Chlorine Plant has to 
be adjusted depending on the working of other plants, 
viz. Recovery and Pulping Mills." 

3.64. The increase in idle machine hours during 1969·70 of Re· 
covery Plant was due to the following reasons:-

"(i) 94 hours (approx.) stoppage due to replacement of punc· 
tured boiler tube twice during the year in addition to the 
normal annual boiler inspection. 

(ii) 144 hours stoppage due to salai shortage." 

3.65. During the evidence, the Managing Director informed the 
Committee as follows:-

"As far as idle hours of machine are concerned I would say 
clearly that there are no idle hours practically as far as the 
running of paper machine is, concerned. Some time it m~y 
remain idle due to shortage of pulp, but the shut downs 
are for various other reasons like recovery and so on. 

Whatever pulp we make we are utilising. We utilise whatever 
we can get indigenously. The only other way of getting 
the pulp is import. AI; I explained previously, that is 
prohibitive." 

3.66. The Committee note that in the ease of old machine idle 
machine hours on account of shortage of salai and pulp had increas-
ed from 55.88 per cenlt of the total idle machine hours in 196.9-70 to 
'Over 80 per cent in 1971·72 and. that this had abo caused the shut 
down of Caustic Soda ChloriDe Plant. The Committee also note that 
even in regard to the new paper mac~e, the percentage of total idle 
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hours to avaHable maehiDe hours had increased from. 28.7 per cent 
in 1970-71 to 30.1 per cent in 1971.7Z. The Committee are distressed 
to note that the bulk of the machine capacity has remained unutUis. 
ed mainly due to shortage of pulp because of the delay in erecHolIi 
and commissioning of pulp plant with the result tha't the country 
has been put to the necessity of bnporting newsprint. The· Com-
mittee hope that the Pulp Plant would at least nOW be commissioned 
according to the present Khedule and the maximum utilisation of 
machinery ensured. 

E. Breakdown of Motor 

3.67. On 9th December, 1964 an agreement was entered into with 
Mis. Wartsila, Finland for the supply of plant and machinery and 
spares for the Paper Mill to be set up under the expansion scheme 
at a total cost of Rs. 159.27 lakhs f.o.b. (subsequently increased to 
Rs. 210.13 lakhs due to devaluation). 

3.68. The agreement stipulated that the suppliers would be 
responsible for the replacement of any machinery found defective 
within 12 months from the date of commissioning or 24 months from 
the date of the shipment of the last consignment. The last consign-
ment of the plant and machinery was despatched by the suppliers 
on 9th May, 1966 and the guarantee period expired on 8th May, 1968. 

3.69. There was, however, delay in the installation of the plant 
and machinery and the new Paper Machine went into regular pro-
duction on 27th March, 1969. 

3.70. It was observed that the paper section had not worked 
regularly without interruption after the commencement of the 
production and was not giving the rated production of 125 tonnes of 
finished newsprint of 50152 gms.lsq. metre substance for which the 
suppliers had given performance guarantee. 

3.71. The motor of the plant gave trouble right from the begin-
ning and had a break-down on 5th June, 1969. 

3.72. From a written note submitted to the Committee after evi-
<lence it is seen that the electrical erection and supervision works for 
the paper machine No. 2 drive were carried out by Mis. Wartsila 
and under their supervision by Mis. Gannon Dunkerley & Co., (Con-
tract with Mis. Nepamills) and Mis. AEG (India) and AEG, West 
Germany (contract between AEG & Wartsila). The Mills were re-
quired to give only A.C. supplies to the various motors as per AEG's 
requirements and instruction from AEG's erection and commissioning 
engineer. After comIrtissioning in March, 1969, when the Commis-
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:sioning Engineer of Mis. AEG, West Germany left India, as per his 
instructions, the various operations were being carried out by the 
Mills from time to time. 

3.73. When the packing of 1000 KW 3.3. KV motor was opened 
out and checked by an engineer of AEG, it was noticed that some 
.sound was coming from inside the motor when the coupling was 
rotated. After further check by AEG engineer, repair work was 
·carried out in the presence of the Chief Erection Engineer and the 
AEG Engineer. This was brought to the notice of MIs. Wartsila 
by Nepa ~ills in their letter No. PEIDEV~VI (91-B) dated 5-9-1968 
and also to the Commissioning Engineer from AEG West Germany. 
After a thorough check-up, the Commissioning Engineer advised the 
Nepa Mills to run the motor witli the original bearings mounted on 
the motor giving the plea that in his opinion noise was not abnormal 
and damage to the motor or bearings was not feared. Thus, the motor 
was run intermittently from January, 1969 to May, 1969 for about 
600 hrs. 

3.74. On 22nd May, 1969', when one of the bearings failed Nepa 
Mills had to change it with a new one in the presence of Commission-
ing Engineer from AEG West Germany. After the bearing was moun-
ted, the motor was re-started after the same was checked thoroughly 
and certified by him. He was fully satisfied with the smooth 
running of the motor as no abnormal. Sound, vibration and heating 
of the bearings were noticed till 4th June, 1969. However, the 
bigger bearing on the other side failed on 5th June, 1969 after 300 
hrs. causing failure of the motor and other bearing also. 

3.75. Mis. Wartsila were of the opinion that the failure of motor 
may be due to misalignment or improper mounting of the bearing. 

3.76. It was stated by the Nepa Mills that "it was made sure that 
none of the following conditions were observed at any time:-

(i) Misalignment. 
(ii) Defect in foundation. 

(iii) Vibrntions due to rotor unbalance. 
(iv) Improper Lubrication. 

The sudden failure of the bearing was thus unexplained." 
3.77. The motor, after repair, was started on 26th July, 1969 in the 

presence of a representative of Mis. Evans Electric Ltd. Bombay, who 
repaired the motor. The representative was of the opinion that the 
defect was with the motor and it was perhaps with marginal 
i;afety factor in design of the bearings. 
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3.78. Messrs SKF Ball Bearing Co. Pvt. Ltd., Bombay, to whom 
one of the removed bearings was sent for check up and comments. 
on the wear of the bearing, attributed the wear on the bearing to 
passage of current through the bearing. 

3.79. It was, therefore, established that the. failure of origina:E 
motor was due to passage of current through the bearings. 

3.80. It was further stated that: 

"M Is. AEG India erected the drive under contract with 
Mis. Wartsila and expert from Mis. AEG, West Germany 
Commissioned the whole drive. This, the entire responsi-
bility of observing the machinery and checking the possi-
bility of failure due to passage of current lies with 
suppliers and commissioning engineer. Particularly so, 
since their engineers were present during all this period 
and the machine was being run under their supervision 
and observation." 

3.81. Immediately after the 3.3 KV.-1000 KW main generator 
motor failed on the 5th June, 1969, the matter was brought to the 
notice of Mis. Wartsila on 6th June, 1969 stating that the cause of 
the failure appeared to be due to the internal defect of the motor and 
the supplier should, therefore, replace the motor at their cost. The 
Mills also claimed from them, the repair charges of the damaged 
motor. This was further reiterated in their letter dated 16-6-1969. 
This action was taken in accordance with clause XV of the relative 
gualfantee clause of the agreement with Mis. Wartsila. The first para 
of the above clause of the agreement read as follows:-

"and that the performance guarantee shall be considered ful-
filled once this rate of production is attained continuously 
for a minimum period of 6 days at a stretch .... Units for 
which proof can be furnished that they do not work satis-
factorily on account of inferior material, faulty manu-
facture or unsuitable construction, shall be replaced by 
supplier free of cost to the exact place of replacement 
within 12 months from the start up of the plant or 24 
months from the date of last consignment." 

3.82. In the above clause the words "whichever is earlier" or 
"whichever is later" were not incorporated as it was then considered 
that the start of the machine would not be delayed beyond 24 months. 
of last date of consignment. In the opinion of the Nepa Mills, the 
guiding factor was to be the earlier clause, i.e. 12 months from the 
start-up. But the suppliers vide their letter dated 17th June, 1969-
disowned their responsibility taking the plea that the damage was 
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not due to the defective motor in origin. Their interpretation was, 
again objected to and all the facts were brought to their notice saying, 
that the damage was entirely due to the defects in the construction 
of the motor. Mis. Wartsila disowned the claims on the ground that 
the machinery was considered as delivered and responsibility re-
mained with Nepamills. On the advice of their Solicitors a registered 
notice was served by NEPA on the suppliers in September, 1969 and 
they were reminded on 9-10-69. Since no reply was received, NEPA 
Mills again approached their solicitors for their advice. The matter 
was brought to the notice of the Government on 29th November, 
1969, with a request to move the Ministry of External Affairs to 
persuade, the Finnish firm. through the Finnish Embassy. The Min-
istry of Industrial Development vide their D.O. letter No. LI (III)-
12 (34) 169 dated the 16th March, 1970 informed that since the claim 
was time-barred (as the case was not referred within 24 months 
from the date of last shipment), no purpose would be served by 
requesting the Ministry of External Affairs to take up the matter. 

3.83. In the meantime, Mis. Wartsila vide their letter dated 29th 
December, 1970 agreed for reimbursing the Nepa Mills with 2!3rd of 
the ex-works cost of the new motor, i.e. Rs. 54,510j-, purchased from 
West Germany for replacing the damaged motor. Besides Mis. 
Wartsila had sent to the Nepa Mills a credit note for the repair cost 
of the dal!laged motor, amounting to Rs. 22,8221- and they had also, 
not insisted for return of the old damaged motor. The NEPA Mills, 
decided on 30th March, 1972 to agree to this proposal. 

3.84. During the course of evidence of the representatives of the 
Ministry of Industrial Development, the Secretary of the Ministry 
informed the Committee as follows:-

"Here I may inform that these motors were supplied in May, 
1966 and they were. covered by a guarantee which extend-
ed to two years and this guarantee, therefore, went up to 
May, 1968. The defect in these motors came to light in 
June, 1969 when the guarantee period had already finished. 
But despite the fact when it was taken up by the Com-
pany with the suppliers, the suppliers actually agreed to' 
repair the old motor at their own CClst and in regard to 
supply of new motor as a replacement it was agreed' 
between the Company and the supplier that the supplier 
would bear 213rd of the cost and the Company would bear 
113rd of the cost. At the same time the supplier also 
repaired the old motor at his own cost. So I would submit 
that it cannot be regarded as a deal which was very much 
disadvantageous to the Company." 
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3.85. The Committee note that the agreement with Mis Wartsila 
nnland for the supply of plant aad machinery ~or the! paper mill 
.under the expansion scheme stipulated that the suppliers would be 
responsible for replacement of any defective machinery within 12 
months from the date of commissioning or 24 months from the date 
of shipment of last consignment. Accordingly the lllU'antee period 

'expired on 8th May, 1968. The Committee regret to point out that 
because of the delay in the installation of plant and machinery and 
the commissioning of the new paper machine only in March, 1969, 
the Nepa Mills were not in a po5ition to check the performance of the 
motor within the period of guarantee stipulated in the agreement. 

. The Committee also regret to note that the agreement with the 
suppliers did not incorporate the words, "whichever is later" and this 
led to a long drawn out correspondence between the suppliers and 
the Nepa Mills resulting ultimately in the replacement of the motor 
and partial reimbursement of its cost besides the cost of the repair 
of the old motor. In spite of the replacement, the Committee are 
contrained to point out that the guaranteed performance is yet to be 
constrained to point out that the guaranteed penormance is yet to be 

,fore testi~g the guaranteed output of the new paper machine the pay-
ment of one third of the cost of the second motor had been made . 

. The Committee hope that the Nepa Mills would draw a lesson from 
such costly delays and defective agreements and avoid such lapses 
~fu~~ 1 

F. Groundw'ood Bleaching Plant 

3.86. In 1957-58 the Company decided to instal a Groundwood 
Bleaching Plant for the purpose of bleaching salai pulp for obtaining 
good shade of paper. The plant was acquired in 1959-60 at a cost of 
Rs. 11.79 lakhs. A portion of the plant valuing Rs. 3.05 lakhs was 
installed and commissioned during 1965-66. The remaining plant and 
machinery valued at Rc;. 8.74 lakhs was, however, not installed due 
to shortage of power and inability of the plant to absorb any addi-
tional cost on account of bleaching an expansive process. Meanwhile 
it was also found in 1963 that by grinding dry fresh wood at the 
grinder, it was possible to obtain a fairly good shade of paper. 

3.87. The Management, however, decided to utilise the remain-
ing plant and machinery in the expansion programme. According 
to latest estimate of the Management, the remaining Plant and Ma-
chinery of Grounawood Bleaching Plant would be utilis~d in Cold 

. Soda Pulp Plant, which was expected to be completed by July, 1973. 

3.88. To an enquiry of the Committee as to how the necessity for 
.. installation of Groundwood Bleaching Plant arose and why its use 
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was abandoned, the Nepa Mills stated in a written note that in the 
initial stages of production, it was foundthat the newsprint pro-
duced from Salai, which was an unconventional raw material, and 
which had not been previously used anywhere in the world was of 
a very dull shade. Newspapers, who had hitherto been used to im-
ported newsprint, which was of a brighter shade, were not willing 
to purchase the newsprint produced by us. To make the product 
saleable and to popularise the use of indigenous newsprint, it was 
considered necessary to improve the shade by bleaching. In the 
original project, bleaching of groundwood was not included. Sanc-
tion for installing Groundwood Bleaching Plant was obtained later-
on in 1957-58 and the machinery for the bleaching plant was pur-
chased in 1959-60 at a cost of Rs. 11.79 lakhs. 

3.89. During evidence, the Production Manager informed the 
Committee that "the Ground-wood Bleaching Plant was acquired 
in 1959-60. When we actually tried to work on it, we found that we 
required very high quantity of bleaching chemicals. The operation 
was very costly. We found that if we go for an overall bleaching of 
the Groundwood pulp, it would mean very high losses. it contains 
very heavy solubles." 

3.90. In the meantime, however, by experience and by use of 
fresh salai, the quality of newsprint could be improved, and the 
newspapers also were getting accli.matized to the use of indigenous 
newspriht. The idea of bleaching of groundwood pulp was, therefore, 
abandoned. 

3.91. The Nepa Mills further stated that on account of the non-
utilisation of the Groundwood Bleaching Plant "there was no loss 
in production. In fact, there was a gain of about 6-7 per cent in 

· quantity, due to saving of fi~re loss in bleaching," 

3.92. TO·8 'further enquiry of the Committee during the evidenoe 
as to why the Nepa Mills ordered this equipment, it was admitted 
by the Production Manager that "it might be a mistake." 

3.93. The Committee regret that on accoUnt of the Nepa Mills not 
having initially examined the necessity for bleaehlng nor explored 

· other methods of improving the shade and quality of newsprint, the 
· Mills had to acq1fire plant and machinery for groundwood 'bleaching 
at a cost of Rs. 11.79 lakhs even though the provision therefor did 
Dot exist in the original project. The Committee note that even after 
acquisition. only a portion of the plant valued at as. 3.05 lakhs could 
'be installed and commissioned after a lapse of. six years. The Com-
mittee were· informed that the remaining plant and machinery of 
the Groundwood Bleaching Plant would be utilised in the Cold Soda 
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Pulp Plant under the expansion seheme. The Committee however~. 
feel doubtful about the need for utilisation of the Gro1lD.dwood 
Bleachi. Plant itself in view of the reductiOID. in the pel'CeDtage of 
croundwood pulp under the expansion programme also because the 
earlier operation proved costly without any commensurate improve-
ment in the quality of newsprint. The Committee would therefore 
!like that the matter regarding this purchase should jbe investigated 
carefully and suggest that measures should be evolved for an econo-
mic utilisatiOB of the plant with a view to keeping down the cost 
of production. 

G. Milk of Lime Plant 

3.94. In 1957-58 the Mills decided to instal a Milk of Lime Plant 
to produce calcium hypochlorite required for bleaching. Accordingly 
the plant was acquired during 1958-59 and 19'59-60 at a cost of Rs. 5.10' 
lakhs. The scheme envisaged that while chlorine would be purchased 
from a private party who had been granted an industrial licencf" 
for the installation of a Caustic Chlorine Plant at Nepanagar, the 
Milk of Lime would pe manufactured in the Milk of Lime Plant from 
the purchased lime. As the private project did not materialise, the 
Company decided to have its own Caustic Soda Chlorine Plant with 
a capacity to produce 12 tonnes of caustic soda and 10 tonnes of 
chlorine. Because of difficulty and the extra investment involved in 
marketing the caustic soda produced in lye form, the Company deci-
ded to continue the existing bleaching process with sodium hypoch-
lorite-a costly process, thereby making use of the caustic soda and 
avoiding the purchase of lime from outside sources. As a result, the 
Milk of Lime plant could not be utilised except that a part of thp 
machinery yalued at Rs. 1.93 lakhs was used in the Caustic Soda-
Chlorine Plant. 

3.95. In August, 1969 the Management decided to utilise the re-
maining plant and machinery in the expanSion programme of Caus-
tic Soda Chlorine Plant. The Plant has since been commissioned in 
September, ~971. ' , 

3.96. In this connection, the Nepa Mills stated that "the Mill was 
facing serious difficulties in procurement of the requisite quantities 
of Chlorine. This had resulted in interruption in the production ot 
bleached newsprint. Almost every month. we had to resort to the 
manufacture of unbleached paper. The switching over from bleached 
to unbleached and from unbleached to bleached. used to result in 
operational difficulties and in production losses. 

" MIs. Nepa Chemicals (a private party) had been granted a licence 
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to install a Caustic Soda Chlorine Plant at Nepanagar. Nepamills 
was negotiating an agreement for the purchase of Chlorine and 
Caustic Soda from the proposed Nepa Chemicals. 

Their scheme, however, did not materialise even in a period of 
5 years.· The negotiations with t~en:t did not, therefore, materialise. 

Accordingly, in the Board meeting held on 27-7-1960, the Board 
resolved that further negotiations with Nepa Chemicals be dropped 
and Mill should install its own Caustic Soda-Chlorine Plant. 

Thereafter, the mat~er was taken up by the Mills with the Minis-
ter for Commerce & Industry and under his guidance, expeditious 
steps were taken to install our own Caustic Soda-C'hlorine Plant." 

3.91. The Committee regret to observe that soon after the take 
·over Qf the Nepa Mills, the Management acquired during 1958·591 
and 1959-e0 a Milk of Lime Plant at a cost of Rs. 5.10 1akhs without 
going into the economics of the process on the assumption that chlo-
rine could be purchased from a private party, which was to set up 
a project for the purpose but which never materialised. The Com-
mittee note. that a part of the plant was utilised after a period of 
4 to 5 years and the remaining in September, 1971 only. The CGm-
miUee feel that the entire transaction was rather hasty and illcon-
ceived, specially because the Mills had themselves admitted that 
the quality of newsprint produced from salai cannot be improved 
even by technological process. 
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RAW MATERIAL 

A. Existina reserves of Salai and availability of other-raw-materlals: 

4.1. The two main raw materials required for the manufacture' 
of newsprint are the chemical pulp produce from bamboo and 
mechanical pulp from salai wood. While bamboo is stated to be 
available in abundance in the forest areas of Madhya Pradesh, a 
Committee (known as Ranganathan Committee) in July, 1953 ex-
pressed the opinion that the available reserves of salai were suffi-
cient to meet the requirements for a period of 20 years .. 
Another Committee (known as Seetharamiah Committee) in! 
its report submitted in February, 1965 observed that with the ex-
pansion of production capacity of the Bill, the available salai wood 
in the Madhya. Pradesh forest would be adequate for a period of 15 
years and with the. addition of Maharashtra areas, it would meet the 
requirements for about 22 years. .1 

4.2· In order to meet the requirements for salai wood at a long' 
term basis, the Ranganathan Committee recommend that the plan-
tation which was previously being done by the Company should be 
the exc:lusive responsibility of the Forest Department of the Madhya. 
Pradesh Government and that a separate Nepa Mill Forest Division 
should be established for that purpose. The Seetharamiah Commit-
tee recommended the planta.tion of fast growing species of pulpwood 
at a rate of 6,600 a9res annually on 15 years rotation basis from July, 
1966 by a special agency. The Public Accounts Committee in para-
gra.ph 108 of their 23rd Report (3rd Lok Sabha-March, 1964) also-
emphasised the need for assessing the existing reserves of salai wood 
and taking measures to increase them and also for growing alter-
native woods so that the afforestation programme of the State 
Government was kept abreast of the requirements of the Nepa 
Mills. 

4.3. The Company started experimental plantation in 1948-49 but 
had to abandon the work in 1954-55 after incurring an expenditure 
of Rs. 1.10 lakhs as the growth and survival of the plants were found 
to be unsatisfactory. Thereafter, the Forest Department of the 
Madhya Pradesh Government undertook plantation on an area of 
11,400 acres but the results were found to be unsatisfactory due to 
adverse locality, shortcomings of techniques, wrong choice of species 
and hostile sites. Later on, plantation of eucalyptus species was 
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taken up in a different :9rea around Nepanagar in December, 1962 on 
a restricted scale. 

4.4. In the meantime, a scheme prepared By the Company in De .. 
cember, 1966 for raising plantations on an area of 78,600 acres dur .. 
ing a period of 15 years CQuid not be put through as the cost of land 
demanded by the State Government (Rs. 2,33,600) . was considered 
to be exhorbitant. However, the Company established an eucalyp.-
tus nursery in 1961-62 and incurred an expenditure of Rs. 58,172 
up to the end of March, 1970. 

4.5. No tangible progress ~ppea.rs to have been made so far, so as 
to ensure a continuous supply of salai wood to the Nepa Mills after· 
th~ existing reserves are exhausted. 

4.6· The Management stated in August, 1970 that they had ap-
proached the Ministry of Food and Agriculture in May, 1970 to 
carry out pre-investment survey of forest reserves in Madhya Pra-
desh wherefrom the raw material was to be extracted to meet the-
demand of Mills. 

4.7. In a subsequent note submitted by the Nepa Mills it was 
stated that the observations of the Seetharamiah Committee to the· 
effect that available Salai wood in Madhya Pradesh forests would 
be adequate for a. period of 15 years relate oaly to certain parts of 
Madhya Pradesh in Khandwa and Khargone districts and did not 
cover the whole of Madhya Pradesh. Further, the observations ap-
pea.red to be based on certain ad hoc estimates prepared by the 
Forest Department of the· Government of Madhya Pradesh and on' 
the assumption that these forests were to yield on an average 1.75 
tonnes of salai per acre· Unless more accurate data were available 
on the productivity of the forests taken on lease and proposed to· 
be taken on lease by the Mills, it could perhaps not be appropriate: 
to comment for how long the salai stocks would last. 

4.8. The average yield of salai per acre obtained each year 1965-
66 to 1971-72 was reported as under:-

Year 

196s-66 
1966-67 

1967-68 

Yield per acre of 
8alBi area in tonnes 

z·o8 

Z·41 

1'77 
-----------.---.----.---



·19<)8-69 

1969-70 

1970-71 

1971-72 

• 
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2 

2'01 

2'73 

2'°7 
. Average for the entire period' 2'21 

4.9. The figures given above were, however, subject to the fol-
: lowing limitations:-

(i) Previous to the year 1968 there was no system of marking 
of exploitable salai trees by.the State Forest Department 
before felling. The contractor was required to fell 
two thirds (and later all) of trees that had reached the 
exploitable girth. There was no numerical check on the 
actual number. of trees felled by the contractor. 

(ii) There was also no check on whether the contractor work-
the compartment j.n full, on account of there being no 
numerical check as mentioned above. It was possible that 
on account of difficult communications, inaccessibility etc., 
some compartments might not have been fully worked. 

4.10. During the course of evidence of the representatives of the 
. Nepa, Mills, the Managing Director informed the Committee in this 
.regard as follows:-

e'Ranganathan Committee took the average yield as 1.1 tonne 
or 1.2 tonnes per acre. They said, since no detailed in-
vestigations are carried out, the a.lleged production pic-
ture is a myth etc. But, from investigations they came to 
the conclusion that salai would be 1 to 1.25- tonnes per 
acre. The Seetharamaiah Committee took it at 1.71 
tonnes. Since then I started collecting some data from 
the compartments. Who found we were getting about 
3.7 tonnes. I am keen that we should survey all the areas. 
We requested pre-investment survey by the unit under 
the Ministry of Food and Agriculture. Reconnaisance 
survey was done. We have not got the report. I hope 
they will complete this survey and we will then know 
how much would be availa.ble and if these areas give us 
more than what is anticipated by Seetharamaiah Commit-
tee and Ranganathan Committee we will be in a. happy 
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p~sition indeed. We have been after the Madhya .t>ra-
desh Governmenl to raise the plantations. But as already 
said in the report, salai is a thing which is not so ~uitable 
for raising in plantations. So, it cannot be raised that 
way and artificial plantation of salai is not known. 
Natural regeneration is also poor. The areas are over-
grazed. How to meet the demand if there is a shortage 
after 20 years? 400 tonnes per day will be required. We 
have asked Madhya Pradesh Government to take up some 
plantations somewhere else, may be eucalyptus or other 
species, under rotation of 10 years or 15 years. We have 
also asked for areas in three other districts where salai is 
available. We can also make the pulp somewhere else as 
the technology gets improved. Japan gets chips fro:n 
Malaysia and Indonesia and from Autralia and New Zea-
land. With this improvement in technology we will be 
safe. I ~~ • .lnk. 

About average yield we have calculated, it to be 3.7 tonnes to 
4.48 tonnes per acre.... If our calculations come to be 
true, it will be twice, it will be 44 years. 

So even if raw material is not available nearby, as technologi-
cal improvement takes place, we can make pulp some-
where else in Madhya, Pradesh and bring it. Japan gets 
chips from other countries.,'... There is no raw material 
problem and the indications are, we will get more than 
what we had indicated already. 

4.11. In regard to suitability of the a,rea around Nepanagar for 
cultivation of salai, the Managing Director stated as follows:-

"Sir, this area is not at our disposal. No.2 is that these trees 
are just scattered here and there and there are other 
trees like teak trees and when teak trees are there was 
exploit salai trees only and the rest of the trees are 
managed by the Department o'f Forestry." 

4.12. At the present level of newsprint production (1971-72). 
about 44,00() tonnes of air dry bamboos and 52,000 tonnes of green 
salai are consumed as raw material yearly. Small quantities of 
chemical pulp purchased from the Central Pulp Mills are also used 
to supplement the requirements of chemical pulp when necessary. 
Under the expansion scheme the requirements would increase to 
l,iO,OOO tonnes of green salai and 75,OOOtonnes of air dry bamboos. 
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4.13. The Government of Madhya Pradesh had leased out for 80 
years an area of 4,70,000 acres of salai beaTing forest in South 
Khandwa Division from 1956. So far about 113rd of the area had 
been worked. For the expansion programme, the Nepa Mills had 
requested the Government of Madhya Pradesh to allot to them addi-
tiona.l salai bearing forests in South Khandwa, North Khandwa and 
Khargone Divisions covering an area of 6,31,000 acres. The orders 
of Government of Madhya Pradesh are awaited. 

4.14. Regarding bamboos, the Nepa Mills had ta·ken on lease for 
90 years, 26 bamboo felling series in Nimar, Hoshangabad and Betul 
districts of Madhya Pradesh. These areas yield roughly 26,000 
tonnes of air dry bamboo each year. In 1963-64 it was experienced 
that the quantity of bamboos from these areas was not adequate to 
sustain production, and on request of Nepa Mills. the Government 
of Madhya Pradesh allotted on an ad hoc ba,sis 7 felling series in 
West Betul, North Betul and Harda Divisions on annual leases. 
These areas yield about 6,000 tonnes of bamboos annually. 

4.15. To supplement the yield from th"! ahove areas to meet the 
needs of increased production, Government of Madhya Pradesh also 
allotted to Nepa Mills, 11 felling series in Harda, South Betul a.nd 
West Betul Divisions again on an ad hoc basis for the years 1970-71 
and 1971-72. These areas yield about 8.000 tonnes of bamboos. 
Government also allotted in the year 1971-72 eleven felling series in 
South Balaghat Division for the year endi;.g on 30th June, 1972. These 
areas would yield about 15,000 tonnes of air dry bamboo. 

4.16. To meet the bamboo requirements in the expansion pro-
~amme, the Nepa Mills had requested the Government of Madhya 
Pradesh to allot to t~m on a permanent footing the 29 felling series 
which were being allotted to them on an ad hoc basis on annual 
leases. The Nepa Mills had also requested Government of Madhya 
Pradesh to allot 7 more felling series in South Bala~hat Division on 
a permanent footing. Orders of Government of Madhya Pradesh 
were awaited. 

4.17. It was also stated that successful experiments were carried 
out in the Nepa Mills to determine the suitability of eucalyptus for 
manufacture of newsprint and that Madhya Pradesh Government 
had been requested to raise planta.tion of eucalyptus. It was how-
ever, added that the yield so far was poor. 

4.18. It was also stated that in order to examine the feasibility of 
locating a pulping plant in some other part of Madhya Pradesh. 
where salai and other pulpable hardwoods might be available in 
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~lenty, the Chief Conservator of Forests, Madhya Pradesh, had been 
.requested to res~ve the salai Forests of Raipur, Bilaspur, Raigarh 
and Surguja districts of Madhya Pradesh. The Chief Conservator of 
Forests had in turn requested the Conservator of Forests concerned 
to submit necessary proposals which were still awaited. 

4.19· The Chief Conservator of Forests, Madhya Pradesh was also 
requested to examine the possibility of raising irrigated plantations 
-()f pulp wood species in the protected forests and unoccupied waste 
lands located in the command of the Tawa. Dam in Hoshangabad 
district. The Chief Conservator of Forests replied that the forest 
area lying within the command area of Tawa project was reported 
to be unsuitable for raising tropical pines and that the command 
.area could a~so not be made available for such plantations. Sub-
sequent to this. the Chief Conservator of Forests was again request-
ed to examine the possibilities of ra.ising irrigated plantnUons of 
pulpwood species in the command area of Kheria-Ghutighat Irriga-
tion Project near Burhanpur below the junction of Tapti and Sipna 
rivers. The details of the proposal were being worked out. 

4·20. The question of ava-ilability of raw material was al~o dis-
,cussed with the representatives of the Ministry of Industrial Deve-
lopment during their evidence. The representative informed that 
there was a Central Coordination Committee. which decided about 
the pre-investment surveys of forests in different parts of the coun-
"'try. On the basis of their recommendations. reconnaisance survey 
()f three districts of Madhya Pradesh, which were contiguous to 
Nepa Mill:;;, had be2n done. It was stated that they expected that 
in the next 20 to 25 years, there would be no problem on this ac-
count and tbereafter it was expected that ways and means would be 
found out to meet the dema.nds of Nepa Mills. It was also stated 
'that techniques to grow salai by special cultivation were being 
worked out as salai was not growing naturally like other species. 

4.21. The Committee note tha't the &timates Committee in their 
"157th Report of 2nd Lok Sabha and Public Accounts Committee in 
their 23rd Report of 03rd Lok Sabna emphasised the need for assess-
ing the existing reserves of salai wood and taking measures for in-
-creasing them and also for growing alternative wO'Ods Ito meet the 
requirements of the Nepa Mills. 

4.22. The Committee regret to observe that in spite of these recom-
mendations and those of the Ranganathan Committee and Seethara-
-miah Committee the Mills have not taken so far any effective ate,. 
U ensure a COIltinuouS supply of .. lal wood and to develop tech-
mques to grow .. lai by special cultivatiOll, The Committee faU .. 
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understand why piecemeal and ad hoc atran,em,entsoaly are beinc-
IIlade with the Governments of Madhya Pradesh and Maharashtla 
for securing even their bamboo requirements. Since the economic 
functioning of the plant is dependent on the availability 'of raw mnte .. 
rials in proximity of the Mills, the Committee need hardly empha~ 
sise the desirability of undertaking in time adequate plantation ope-
rations in appropriate places of species suitable for the plant. Con-
sidering the importance of salai as a major raw material for the 
production of newsprint and :the emphasis that was being laid since 
1953 by the two Expert Committees and the two Parliamentary Com-
mittees [Estimates Committee in their 157th Report (2nd Lok Sabha) 
and Public Accounts Committee in their 23rd Report (3rd Lok Sabha)] 
the Committee cannot resist Ithe conclusion that the time taken for 
conducting comprehensive surveys ('or the assessment and develop-
ment of raw materials for the Mills has been unduly long. The Com-
mittee would, therefore, stress that in the interest of long term plan-
ning, Government should tackle the problem with the utmost expe-
dition and arrange to develop techniques for growing salaiof suit-
able species and ()ther suitable trees by cultivation if necessary with 
the assistance of Forest Research Institute, Agricultural Research 
Institutes and Agricultural Universities. 

B. Agreement with state Government-extractJon of Bamboos 

4.23. On the 10th October, 1947 an agreement was entered into 
between the Mills (then a private enterprise) and the Government 
of Madhya Pradesh (formerly Central Provinces and Berar) to en-
able the Mills to set up a Paper Mill in the Nimar district for manu-
facture of newsprint and printin'g and other varieties of paper, etc. 
In consideration of the grants and leases of land, free use of water 
from Tapti river and other rights, privileges and facilities agreed to 
be granted and conferred on it by Government, the Mills allotted 
to the Governmen.t, for consideration other than cash fully paid up 
shares of the value of Rs. 5 lakhs. 

4.24. On the 9th February, 1956, a supplementary agreement 'was 
entered into between the Mills and the State' Government which 
inter alia reserved bamboo forests for supply to the Mills of bamboo, 
not exceeding 30,000 tonnes annually. The Mills were to pay royalty 
for the bamboo extracted from these areas at the rate of Rs. 5 per 
tQnne. The actual working of the allotted areas upto 1960-61, how-
ever, revealed that not more than 28,000 tonnes of bamboo could 
be extracted annually from the area allotted. The Forest Depart-
ment on 12th September, 1963 agreed to release aome- more bambOOo· 
a~as to the Mills on the, royalty payable at tile rate. Gf RB. 12 per' 



tonne for extraction. Since then additional bamboo areas were be-
ing allotted to the Company on year-to-year basis subject to the 
condition that the rate of royalty as approved by the Government 
of Madhya Pradesh would be payable by the Mills. There was, 
however, no commitment that this rate would not exceed Rs. 12 
per tonne. 

4,25. The following table gives the details of extraction made from 
the leased areas and the quantity extracted less during each year 
from 1963-64 to 1971-72:-

(QUf>n: itirs il1 tonnes) 

Year Quantity extracted Quantity less extrac-
from leased areas ted from %8,000 tonnel 

.------------------------------

1963-64 

1964-65 

1965-66 

1966-67 

'1967-68-

1968-69 

1969-70 

1970-71 

1971-72 

2 

26,270' 530 

16,1133'700 

27,793'960 

20,740'600 

22,857'364 

25,720' I2~ 

26,412'772 

25,365'3II 

3 

1,729'470 

II,166'300 

206'°4° 

7,%59'400 

5,142'636 

%,279'875 

1,587'228, 

2,632'689 

-During 1967-68 the extraction of bamboo was more than 28,000 tonnes, 

4,26, It would therefore be clear from the above table that the 
Mills did not extract bamboo even upto 28,000 tonnes from the leased 
areas allotted to them as per agreement, 

4,27. The non-extraction of bamboos upto 28,000 tonnes which 
was considered to be the yielding capacity of the leased areas allot-
ted to the mills, resulted in extra payment of royalty amounting to 
Rs. 1.94 lakhs (upto the year 1969-70) being the difference between 
"the royalty payable for leased areas and for additional areas:-

The Ministry stated in January, 1971 that:-
••. , ... ,. ,that the matter has already been taken up with the 

Madhya Pradesh Government for exempting the Com-
pany to pay royalty at enhanced rates for the short yield 

received from the bamboo aTeas allotted earlier. The 
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matter is still under the consideration of the Govern-
ment." 

4.28. In a subsequent note, it was stated that a meeting of Joint: 
Secretary to the Government of India, Ministry of. Industrial Deve-· 
lopment, Secretaries to the Government on Madhya Pradesh in the-: 
Industries and Forest Departments and the Managing Director of. 
Nepa Mills was held at Bhopal on 12th August, 1971 to di::;~uss the 
question of royalty rate on bamboo pulpwood with the Government 
of Madhya Pradesh. The representatives of the Government of 
Madhya Pradesh, agreed that the difficulty of the Nepa MilIs wculd' 
be kept in mind while fixing the royalty. The Madhya Pradesh Gov-
ernment however added that the royalty of Rs. 12 being re~lised by' 
the Madhya Pradesh Government was at a provisional rate and a 
final decision in the matter was yet to be taken. 

4.29. In regard to the extraction of bamboos it was stated that the 
quantity of bamboos extracted from any f;)rrst areas was su!:lject 
to certain silvicultural rules and prescriptions laid down by the' 
Forest Department of, Madhya Pradesh. In other words, only such. 
quantities that were permitted to be felled under these prescrip-
tions were felled and removed from the forests. The forests on lease 
when worked under these prescriptions did not yield the origin:il1y 
estimated quantity of 30,000 tonnes. It was aso found that to pro-
duce 30,000 tonnes of newsprint, 30,000 tonnes of bamboo would not 
be adequate. The Government of Madhya Pradesh were therE'fore 
moved in June, 1963 to allot additional bamboo 'areas to meet the 
full requirement of 30,000 tonnes. Accordingly the Government of 
Madhya Pradesh allotted in January, 1964 seven additional bamboo-
felling series in North Betul,South Betul and Harda Divisions and 
since then, these felling series were being allotted to the Nepa Mills-
on annual lease basis. 

4.30. During the course of evidence of the representatives of the 
Ministry of Industrial Development the Committee pointed out that-
one private sector paper manufacturer in Madhya Pradcrsh was pay-
ing a royalty of Rs. 4 per ton on the extrac~<?n of bamboos, whereas-
the N epa Mills were paying Rs. 5 per 'ton for t¥ areas contracted 
in February, 1956 and Rs. 12 per ton for the areas contracted in· 
September, 1963 .. It was a1$O pointed out that there was, however, 
no commitment that this rate would not exceed Rs. 12 per ton. The 
Secretary of the Ministry explained the position as follows:-

I' 

"I~ very much depends upon the time of contract for the sup-
ply of wood. There. was a time when the State wanted 
the industries to come. They gave land either free or at a-
very nominal rate, exemption from. sales tax and varjou3" 
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other things. The difficulty is the Public Sector Project 
has to pay more." 

4.31. In a note submitted after the evidence, the Nepa Mills 
informed the Committee that "for thirty years lease L, Vindhya 
Pradesh region the a.p. Mills is paying royalty at Rs. 6 P!Of tonne." 

4.32.. The Committe regret to note that the Nepa Mills had COn-
tracted for extraction of 30,000 tonnes of bamboos annually at a rate 
of royalty of Ks. 5 per tonne without actually ascertaining the yield-
jag capacity of the leased areas under the prescriptions laid down by 
the Forest Department of Madhya Pradesh. Wben the Mills found 
the yield did not exceed even 28,t900 tonnes, the Mills took on lease 
additional areas at :l higber rate of royalty of Rs. 12 per tonne for 
extraction. The Committee note that when the question of royalty 
rate on bomboo was discussed with the Government of Madhya 
Pradesh, the representatives of ~he Government of Madhya Pradesh 
agreed tlYt the difficulty of Nepa Mills would be I(ept in mind while 
fixing the royalty but at the same time added that the. royalty of 
Ks. 12 was at a provisional rate, and a final decision in the matter 
was yet to be taken. The Committee were informed during evid-
ence that "there WllS, however no commitment that this rate would 
not excecrl Ks. 12 per tonne". The Committee understand that for 
a 30 years' lease in Vindhya Pradesh Region a Mill in the private 
sector is paying royalty at Ks. 6 per tonne only. The Committee are 
surpr~ed at the differential rates of royalty charged by tbe Madhya 
Pradesh Government, one rate to the public sedor plant and another 
to the private sector plant. The Committee would suggest that the 
Ministry of Industrial Development should take up the matter with 
the State Government of Madbya Pradesh to secure 11)ost favourable 
rates of royalty for the Nepa Mills so that payment of royalty does 
not become a source of burden to the Mills and thereby increase the 
eost of production. ' 

4.33. The Committee are also surprised that against a contractual 
quantity of 30,000 tonnes of bomboos annually, the Mills could not 
extract even to the extent of 28,000 tonnes except in one year with 
the result that the Nepa Mills had to incur a loss of Rs. 1.94 lflkhs 
upto 1969-70 by way 'Of extra payment of royalty. The Committee 
suggest that the Nepa Mills should make a realistic assessment of the 
yielding capacity of the areas allotted 'to them for bamboo extraction 
before entering into fresh contractual commitments. 

C. Norms of Consumption vis-a .. vis Actual Consumption 

4.34. In September, 1968, the Mills on the basis of the experience 
gained on indigenous pulp, found that for t~e mnnufacture of one 



tonne of newsprint, the main raw materials required would be as 
follows:-

Bamboo 
Salai 

1.18 to 1.20 tonnes. 
1.22 to 1.24 tonnes. 

4.35. The actual consumption of bamboo and salai per tonne of 
newsprint produced during the year 1963-64 to 1971-72 is given 
below:-

Year 

1 

1963-64 
1964-6S 
1965-66 
1966-67 
1967-68 
1968-69 
1969-70 
1970-71 
1971-72 

(Figures in tonnes) 

Bamboo Salai 

2 3 

1'2365 1'2213 
I'IS68 1,1953 
1 '260S 1'1476 
1'2190 I 1880 
1'1144- 1'2530 
I'I470 1'2225 

~0'9SS4 ~1'0568 
1'1910 1'I I 36 
l'o96J 1'3087 ------------------

-Excess of 2,090 tonnes in physical verification was 'credited to this account. Thia 
resulted in bringing down the consumption from I-18n to I' II44 tonnes. 

@Conaumption is low due to utilisation of imported pulp in production during 1969-70 

4.3.6. The following table gives the consumption of main chemicals 
in the manufacture of newsprint, un-bleached paper, etc. for the last 
five years:- •• 

(a) Newsprint-
(Figures in tonnea) 

. 1967-68 1968-69 1969-70 1970-71 "971-12 

N-820 (composed of Per 100 
Salt, cake Soda tonnes of 
.. h. Caustic Soda) 21'67 20·81 2~'20 14'j)a 16,62 unbleached 

pulp 

Common Salt 0'3032 0'2291 0'2418 00·26 0'34 Per 100 
tonnes of 

blelChed 
Chemical 

Ume including Lime 
pulp 

Stone (converted 
into lime 
in the ratio of 
of 100:56 4°'0497 43'4Soo 41·6694 40' So 39' 16 
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------------------------

3 4 5 6 7 

16'9926 17'89 16'57 

II'6667 10'09 9'65 

Per 100 
0'0010 0·0006 0·0006 tonnes of 

0'0009 0'0004 total plup 

4.37. It will be seen that the actual consumption of raw materials 
varied from year to year and in certain years was in excess of the 
norms. No norms were prescribed for chemicls. 

4.38. In a written reply, it was stated that the consumption of 
.chemicals for newsprint production had not shown any wide varia-
tion and was normal. 

(b) Caustic Soda 

(Consumption per 100 tonnes) 
----- .---.---------- ----------_. 

Particulars 1965-66 1966-67 1967-68 1968-69 1969-70 1970-71 1971-7z 
Tonnes Tonnes Tonnes Tonnes Tonnes Tonnes TODli 

1 3 4 S 6 7 8 

Salt 

Soda Ash 

Lime 

5'3 

5'S 

2'3 

2·8 

2'1 

1·8 

2'8 

2'5 

0·38 

Nil 

Sodium sulphide 

Seperan • '031 ·022 

·031 '029 

·016 '019 
'047 

Nil 
-----_._----_._._-----------

·037 

Nil 

4.39. The Management stated in November, 1970 as follows:-

s'The consumption of chemicals has to be adjusted according 
to the quality of the raw material and hence norms if 
fixed for one condition, will not hold good for other con-
ditions. However, since 1969-70 is abnormal for Nepa 
Mills due to many reasons like use of imported pulp, 
teething troubles etc. no comparison could 'be made bet-
ween 1969-70." -
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4.40. In a subsequent note submitted by the Nepa Mills to the-

Committee, it was stated that the "consumption for caustic soda was, 
slightly higher in the year 1970-71 and 1971-72 as compared to 
1969-70. This was due to the following reasons:-

(i) The consumption of salt depends on the quality as well as· 
efficiency in the process of storing, handling and purifica-
tion. The norm for salt consumption agreed to per tonne 
of Caustic Soda is 1.90 tonnes (Tariff Commission Report 
on the fair selling prices of Caustic Soda, Chlorine, 
Hydrochloric Acid, Bleaching P.owder, 1967). Thus the-
consumption of sa',a has been within the norms laid down. 

(ii) The consumption of other chemicals varies as per tbe 
quality of salt used and quality of chemicals employed for 
purification. The consumption of soda ash and Lime in 
1971-72 has been slightly higher as there was acute shar&--
age of good quality soda ash/lime in the market and tJJe. 
quality of chemicals procured at times was not of the-
desired quality. \ 

4.41. It is not p,0ssible to fix up the norms for the consumption of 
chemicals which has to be adjusted according to the quality cf the 
raw materials and hence norms if fixed for one conditions, will not 
hold good for other conditions. The quality of some chemicals also 
varies and their consumption is altered accordingly." 

4.42. It was, however, admitted by the Nepa Mills that' it wouJ4 
be useful to fix norms. But it had not been possible to do so for 
different ranges of quality of raw materials like salai and bamboo5.,.-
as no known methods of classifying the pulp wood into quality classes 
on the basis of moisture fibre content, etc. were available. ~ 
excess in consumption in 1971-72 could be attributed to the varia-
tions in the moisture content and quality of the pulpwood received.,. 
which again depended on the habitant factors of the forests over 
which no control could be exercised. 

4.43. During the course of evidence of the representatives of the 
National Newsprint and Paper Mills Ltd., the Managing Director also 
informed the Committee as follows in this regard:-

"Right up to 1969-70 we were making only 30,000 ~onnes of 
paper and our requirement of salai was 85 tonnes per day 
which was brought conveniently without having to store· 
them. When we came to 1971-72 our production increased. 
We had to bring much more salai for pulp. During rains 
it becomes difficult to bring salai and it has to be brought 
in advance and kept. When we keep 8aiai, it dries up.. 
So consumption is bound to be more." 
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4.44. 1n a subsequent note submitted by the Ministry of IndustriaL 

Development, it was stated that:-

"To watch the consumption of various types of raw materials,. 
chemicals, etc. the Mills have prescribed certain norms lor 
the consumption of raw materials and chemicals and the 
Department Heads keep a constant watch and ensure that, 
there is no avoidable deviation. The production Manager 
is also apprised each day of the performance of the pre-
vious day which is duly scrutinised and compiled by the 
Quality Control Section." 

4.45. Th:l Committee note that the actual consumption of raw 
materials and chemicals varied from 'year to year and in certain 
years the consumption was excessive. The Committee regret to. 
observe that in the absence o.{ norms, the extent to which there was 
excessive consumption of chemicals in the manufacture of newsprint, 
unbleached paper, etc., from year to year could not bE; worked out. 
The Committee note that compilation of data regarding cOlnsumption 
of raw material has revealed that because of a number of variables 
such as moisture, quality of wood, etc. it ".as not been found possible 
to work out a working norm. WhJe the Committee appreCiate the 
difficulties inherent in working ont a uniform norm, they ice I tl--:t 
if figures arc compiled systematically these should help cr!Dsider-
ably, in framing the norms on realistic basis and of judging the per-
formance, when the quality of material consumed is similar. 
The Committee were, however, informed that to watch the 
consumption of various types of raw materials, chemical~ etc. the 
Mills have recently prescribled certain norms. The Committee sug-
gest that the Napa Mills should persist in their etforts to compile 
data regarding consumption of. materials systematieally and closely 
analyse them with a view to taking remedial measures to avoid 
excess consumption of raw materials and chemicals. The Committee 
also suggest that the Nepa Mills should periodically review the 
norms with the data so compiled with the view to have a stricter 
check on the consumption of raw materials and derive full benefit of 
economies of seale, when the second paper machine is also commis-
sioned. 

D. Weighment of Material 

4.46. During the course of the visit of the Committee on Public 
Undertakings to the Nepa Mills, it was brought to the notice of the 
Committee by the representatives of the .one of the Labour Unions 
that there were no arrangements for weighing the material either 
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.at the 'in put stage' or at the 'out put stage' and that the Nepa Mills 
were following a system of 'dead reckoning'. It was pointed out:-

"From the tonnage of the paper produced, the figures are cal-
culated backwards to put down the quantity of bamboo 
and salai used as if they have been used in proper propor-
tion. The system of receipt and iS8ue of the major raw 
material viz. salai and bamboo are not only so viable and 
h!.zy that figures can be easily fudged to coincide with the 
quantity of paper produced but also give a wide scope for 
corruption in the receipt of raw material." 

4.47. It was also pointed out that:-
"At present the major raw materials salai and bamboo are 

received by weight) The bamboo wagons are not even 
stopped on the weigh before weighing and every thing 
depends on the integrity of a low paid third class emp-
loyee. To ensure efficiency the Company's bridges should 
have automatic recorders so that there is no human factor 
involved. In the same manner the issue 0'£ bamboos to 
the chemical mills and filling of the digesters with ships 
should be connected with the weighing process so that the 
figures of issues are exact. The railway engine which 
brings loads of bamboos, lime, etc. does not help for plac-
ing each wagon dead stop on the weighing bridge .... ". - . 

4.48. During evidence of the Ministry of Industrial Development, 
the Committee pointed out to the Secretary that during their visit 
to Nepa Mills they noticed that there were no measuring devices to 
know as to how much bamboo was being fed and how much of pulp 
was coming out or any bye-products like chemicals or alcohol com-
ing out. The representatives of the Ministry informed that roughly 
from one tonne of bamboo, it would be possible to get about 35 per 
cent of bleached pulp. He also stated that the left out material 

, consisting of lignin and unconsumed chemicals like sodium sulphate, 
sodium carbonate and sodium sulphide were not s.uitable for manu-
facture of alcohol. As regards the installation of meters, the Secre-
tary of Ministry promised to look into the matter. 

4.49. In a note submitted after the evidence the Ministry stated 
as follows in this regard:-

- --
"As regards measuring devices, for raw materials etc. the 

main raw materials are bamboo for manufacture of chemi-
cal pulp and salai for the manufacture of mechanical pulp. 
Bamboos are received by wagons and by trucks. There are 
two weigh bridges, one for the weighment of wagons and 
the other for the weighment of trucks Bamboo and salai, 
on receipt at the mills, are weigbed on the above weigh 
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bridges and properly stacked and issued to the respective 
pulp mills and Ground Wood Mill. 

Other raw materials such as lime, lime stone, salt cake fuel 
oil, etc. are all received in wagon-loads, weighed and stored 
in various godowns. The receipts· and consumptions 
figures are properly recorded and duly put up to the con-
cerned Heads of the Departments. As regards p~;'l) 
(chemical and mechanical) they are processed through 

regulators and mixed through the proportionerimetering 
system for the newsprint furnish. In the New paper 
arrangements already exist for metering the cold sodu 
pulp which wlll be produced bv the new coid 
s·oda Mill when erected. In the old paper machine an 
additional compartment to meter the cold soda pulp will 
be added at the time of renovation. 

The spent liquor from the chemical pulp mill, sent to the 
recovery plant to recover chemicals is analysed and nlea-
sured through flow meters prior to processing. The effi-
ciency percentage is calculated taking into account the 
quantity of make-up chemicals added to the alkali system 
in the Recovery Plant. 

Common salt is also weighed over the weigh bridge in tipplers 
and issued to Caustic Soda Chlorine Plant. The Caustic 
Soda, Calcium Hypochlorite and Hydrochloric Acid pro-
duced in the Caustic Soda Chlorine Plant are all analysed. 
measured and issued. All the accounts of the chemicals 
produced are maintained as per the procedure prescribed 
by the Central Excise Department. 

On the general system of controls and checks, all the weighing 
machines and weigh bridges are maintained in good work-
ing order. The Mills also have .q service contract with 
Mis. Avery & Co. for the servicing and maintenance of 
weigh bridges and weighing machines, every three months. 
the weighing machines are also periodically stamped and 
certified by the inspector of Weights & Measures. The 
Instrumentation Department also helps in the maintain-
ance of the various meters and weighing machines. 

To watch the consumption of various types of raw materials,. 
chemicals etc., the Mills have prescribed certain norms for 
the consumption of raw materials and chemicals and the· 
Departmental-Heads keep a constant watch and ensure 
that there is no avoidable deviation. The production 
manager is also apprised each day of the performance ot· 
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the previous day which is duly scrutinised and compiled 
by the Quality Control Section. 

The Costing Section of the Accounts Department also prepares 
monthly cost sheets which are sent to the production cen-
tres with the necessary observations. 

I.n order to have counter checks over the existing metering 
system, the mill is also installing magnetic flow meters in 
the different pulping streets." 

4.50. The Committee note the varlous steps heing taken by the 
Nepa Mills to ensure weighment of material through weigh bridges 
llnd meters at the different stages of receipt and supply of materiaL 
The Committee need hardly empha!lise the importance of maintain-
ing proper accounts of materials either raw or finished at different 
stages for purposes of accurate costing and ensuring economic use 
of raw materials in the interest of efficiency. The Committee hope 
and trust that all the measures enumerated by the Ministry in their 
note would be strictly observed both by the Management and the 
'field-staff. 
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MATERIAL MANAGEMENT 

A. ,Inventory Position 

5.1. The following table indicates the comparative position of the 
,:lDventory and its distribution at the close of the last five years::""" 

(Rupees in lakhs) 

2 3 4 5 6 

(a) Raw materials 21 '76 60'47- 23'45 17'25 27'80 

(b) Store~ 86'96 SO'7S 84' 50 104'59 104,92 

(c) Raw Materials & Stores-in-
transit I'R6 46 '05@ IO,C9 3'76 9'71 

(d) Others 0'58 0·65 0'58 0·66 1.83 

(e) Works-in-prpgress I'IS 1'31 0'!!3 0'72 2' 12 

'(f) P;niahed products 1'30 3'69 2'71 7'81 7'67 

. u) Consumpti"". of raw ma-
156' 72 terial. and Stores , 97'14 98'59 212'17 137'34 

"(b) Stock of raw materials and 
. stores in terms of months 

consumption 13'7 22'8 6'7 II,O 10'9 

.----- •.. _-._--
-Includes imported pulp worth 'R,. 42' 93 luhs. 

@Includes imported pulp worth Rs. 40 lakhs in transit. 

5.2. During the visit of the Committee to the National Newsprint 
~and Paper Mills Ltd., the Committee were informed that the NEPA 
-iIms did not have an integrated materials management system. The 
"1D8in functions of inventory control and store keeping were assigned 

.. to the Stores Department under the Production Manager, while func-
·tions of enquiry and purchases were done by the Purthase Depart-
-ment under the Financial Controller and movement of goods was 
~,attended to by the Transport Department under the Deputy General 

71 
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Manager. To an enquiry of the Committee whether the Nepa Milla·' 
were satisfied about this system of inventory control, the Mills stated. 
in a written reply as follows:-

"It is true that, in the Nepa Mills, we do not have a separate 
materials management wing though of late in large public 
undertakings there is a regular materials management de-
partment under the control of a'Materials Manager attend-
ing to the purchases, store-keeping and transport of raw 
material and finished goods. 

However, it is stated that Nepa Mills is not a multiple manu-
facturing unit and the annual purchases of stores mate-
rials do not exceed Rs. one crore. It is, therefore, not 
considered necessary to have a separate integrated mate-
rials management wing, but the Purchase Department 
works, under a Purchase Officer under the overall super-
vision of the Financial Controller. Store-keeping is under ' 
a Stores 'Officer with the overall supervision of the Pro-
duction Manager, while the Transport Department is under 
a Transport Officer under the overall supervision of the 
Deputy General Manager. 

In accordance with the recent circulars of the Bureau of Pub-
lic Enterprises, the Chairman & Managing Director has 
constituted a Materials Management Committee under 
the Chairmanship of the Financial ControDeT. This Com-
mittee reviews periodically all the three functions of 
stores keeping purchase and chasing of orders of purchase 
materials, and transport of raw mat~als and finished . 
goods. AlI bottlenecks or difficulties are identified and 
resolved by the Heads of the three Departments, and' 
where any problem remains for the decision of the Chair-
man & Managing Director. the minutes of such meetings 
are put up to him regularly. 

We are also sending Quarterly Reports of Inventories to the . 
Bureau of Public Enterprises (Material Management Divi-
sion). The statements for inventory control and dispoql" 
of non-moving and slow-moving items are as per the pro-
forma prescribed by the Bureau of Public Enterprises. 

This system is so far workin!:! satisfactorily, but if after the· 
i~plementation of file full expansion programme, a nHC1" 
is felt to create a separate integrated materials manage-
ment wing, the same will be examined and proper steps : 
taken to implement the same." 
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5.3. The Committee enquired whether any norm was fixed in re-
gard to the stock of raw materials and stOres in terms ........ of 
months consumption. The Nepa Mills stated as follows:-

"The norms of inventory holding have been prescribed for the 
years 1971-72 and 1972-73 and Board of Directors approval 
is being obtained. Though norms have not been fixed 
during earlier years, purchases and consumption of stores 
were being controlled on the basis of the Annual Budgets 
of the Company and our inventories have generally re-
mained at about 4 months cost 'of productio~." 

5.4. The Committee note that the inventory of raw materials and 
stores in terms of months' consumption has risen from 6.7 in 1969·7& 
to 11 in 1970·71 and has slightly come dolW1l to 10.9 in 1971·72. The. 
Committee were informed that norms of inventory bOldlng navo 
been prescribed only from the years 1971·72 and 1972-73 and gene-
rally inventories have remained at four months cost of production. 
The Committee are surprised to find that not only no effective steps 
have so far been taken to fix norms for the consumption of raw 
materials and stores, but the Mills have adopted an unusual method 
of regulating the inventories with reference to cost of production. 
which itself has been varying from time to time. The Committee 
would, therefore, recommend that the Nepa Mills should immediate.-
ly take· steps to assess their minimum requirements of stores and 
raw materials consistent with their needs of productiQll and fix 
appropriate levels of inventory on a scientific basis taking into 
account the lead time required for the procurement of the material!l. 

B. Slow·moving and non-moving items 
5.5. As on 31st March, 1969 the value of slow-moving and non-

moving items of stores amounted to Rs. 24 lakhs. The Ministry 
stated in January, 1971 that the 'Value of such stores as on 31st March, 
1970 was assessed at Rs. 40 lakhs (including machinery spares 
amounting to Rs. 25 lakhs) out of which stores valuing Rs. 5 lakhs 
did not move for a period between one to two years and those valued 
at Rs. 35 lakhs for a period of more than two years. Out of these, 
stores to the extent of Rs. 1.28 lakhs were stated to have been de-
elared surplus to requirements. 

5.6. In a subsequent note submitted to the Committee, the Nepa 
Mills stated as follows:-

"The position of slow and non-moving items of stores is re-
viewed and furnished to the Bureau of Public Enterprises 
every year by 31st August. The total value of the stores 
which have not moved over one year as on 31.3.1971 was 
at Rs. 42.43 lakhs (including standby/emergency stores and 
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spares amounting to Rs. 30.52 lakhs); out of which stores 
valued at Rs 7.16 lakhs did not move for a period between 
1 to 2 years and those valued at Rs. 35.27 lakhs for 2 years 
and over. Out of these stores to the extent of Rs. 1.22 
lakhs have been declared as surplus to requirements." 

5.7. The total value of stores which have not moved over one year 
as on 31st March, 1972 was Rs. 44.87 lakhs (including standby /emer-
gency stores and spares amounting to Rs. 32.50 lakhs); out of these 
stores valued at Rs. 5.91 lakhs did not move for the period between 
1 to 2 years and those q.t Rs. 38.96 lakhs for 2 years and over. 
Surplus stores awaiting disposal at the end of 31st March, 1972 was 
Rs. 2.42 lakhs. 

5.8. Audit has pointed out that no procedure has been laid down 
for conducting periodical review of inventory with a view to assess 
and dispose of surplus I obsolete items of stores and spares. 

5.9. In the' year 1970-71 stores worth Rs. 0.07 lakhs were declared 
surplus leaving a balance of Rs. 1.22 lakhs as surplus on 31-3-1971. 

5.10. In a written reply the Nepa Mills explained the reasons for 
accumulation of such surplus as follows:-

(i) Change over of specification of material; 
(if) Slight excess purchases to the actual requirements; and 
(iii) Discontinuance of certain process, etc. 

5.11. The Nepa Mills further stated that the procedure for con-
ducting periodically review of inventory to assess and dispose of sur-
pluslobsolete items of stores and spares was in vogue and that the 
slow-moving and non-moving items, as worked out from the yearly 
inventories, were considered by the concerned Departments, who 
recommended disposal of such items. 

5.12. The Nepa Mills have also circulated the list of surplus stores 
to the different Publie Underfakings and some of the items have also 
been offered for disposal on open tender basis. 

5.13. The Committee note that out of stores of the total value of 
Ks. 125.35 lakhs at the end of March, 1972 stores valued at Rs. 5.91 
lakhs did not move for the period between 1 to 2 years and those 
valued at Rs. 38.96 lakhs for 2 years and over and that surplus 
stores to the extent of Ks. 2.42 lakhs were awaiting disposaL The 
Committee also note that the reasons for accumulation of such sur-
l»lus were (i) change over of speclfication of materia) (ii) sUght 
excess !purchases to the actual requirements and (iii) dlscontinuance 
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of .certain processes etc. The Committee are surprised that the 
Mills had been accumulatinp, the non-moving storeS even after the 
Mills had changed the processes and spedflcation of materials. The 
'Committee would suggest that the Mills should immediately under-
take a review of all the non-moving items and take action for the 
~isposal of surplus items by notifying through the Bureau of Public 
Enterprises and intimating other Public Ubdertaldngs. 

C. Loss' On Import of Pulp 

5.14. In response to the tender notice issued on 1st May, 1968 for 
the import of 5.000 tonne!> of unblca"hed mechaRical groundwood 
~plllp and 5,000 tonnes of unbleached sulphite pulp under US Aid 
Phn, four firms quoted for unbleached sulphite pulp and three firms 
for unbleached mechanical groundwood pulp~ Of these, the tender of 
Mis. Interasia Inc. New York who had quoted the rates of 
$ 110.5'0 per ton (66 dollars FAS US port and 41).50 doJ1ar~ a~ frei."ht 
charges) for mechanical groundwo'Od plup and $147 per ton (~lOl 
F.O.B. plus $46 freight charges) for unbleached sulphite was the 
lowest. On 7th June, 1968 negotiations were held with the ten-
derers. The firm reduced the rate to $141.50 per ton for unbleal"!hed 
sulphite plup. Mis. Sterling International who had quoted $113.50 
(C & F) per ton and were second lowest in regard to mechanical 
groundwood plup, reduced their rate to $110.50 per ton C&F to 
'bring it in line with the offer of M7s. G. Williams agents of MIs. 
Interasia Inc. New York. The parties also agreed to ship the pulp 
preferably by Indian Flag;shio :md, in case, they were required to 
use any other Flagship, the freight payable by the Nepa Mills was 
agreed to be restricted to that charged by Indian Flagship. 

5.15· 'The order for 4750 tons of unbleached sulphite pulp at the 
rate of $141.50 per ton was. ph?Ced on Mis. G. Williams agents of 
Mis. Interasia Inc. New York and for 2,500 tons of mechanical 
groundwood pulp at the rate of $110.50 per ton each of Mis Sterling 
International and Mis. G. Williams-agents of MIS. Interasia Inc New 
York on 28th June, 1968. The purchase order for unbleached sul-
'Phite pulp, however, did not give the break up of price into F.O.B. 
and freight. Similarly the purchase order for mechanical ground-
wood pulp did not give the break up of price into FOB and freight. 

5.16. Under U.S. Aid Plan, the supplies were to be made in U.S. 
and India Vessels in the ratio of 60:40. Accordin~ to the agree-
ment executed between the members of Outward Freight Confer-
ence, thl! cargo shipped to In.dian Government by Indian FJilgships 
are charged at concessional rate (i.e., normal rates less 25 per cent 
rebate) . The suppliers shipped all the consignments by Indian 
Vessels and billea the Company at total C&F cost less ocean freight 
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payable in India at concessional rate i.e., normal rate less 2.5 per 
cent. On noticing the rebate of 25 per cent in freight the 
Company took up the matter Wit~l M/s. Interasia New York-Princi-
pal of Mis. G. Williams on 14th December, 1968. The firm while 
stating that the original quotation given by them in respect of 
mechanical groundwood pulp includes $3.50 per ton for port charges, 
wharfage and handling in the freight rate of $ 45.50 held that their 
original quotation was based on a total C&F Price which took into 
account the 25 per cent. discount granted to Government of India 
firms allowed by the Indian Flag shippers. On a further reference 
from the Company, MIs. Interasia Inc. New York stated on 4th 
Ma·rch, 1969 that since at the time of negotiations the suppliers 
were made to agree to accept the lower Indian Flag freight rate even 
in respect of supplies to be effected by American Flagship, the extra 
5 dollars freight was to be absorbed by the 'Suppliers. The firm also 
held that it can be noted from this that the order was placed on. 
a firm C&F basis and that any freight increase would have to be 
borne by them and, therefore, it stood to reason that any freight 
saving should be -to their account. Similarly, Mis. Sterling Inter-
national stated, in April, 1969, that the freight rate of $ 31.50 per 
ton applicable to shipment in Indian Flagships was taken into con-
sideration while quoting C&F price against the contract. 

5.17· All the supplies were received per Indian Flagship and the-
Company had to pay extra freight charges amounting to Rs. 7.91 
lakhs (in foreign exchange) on account of non-insertion of break 
up of cost and freight charges in the purchase orders. Besides, 
the Company got less credit of Rs. 21,478 (in foreign exchange) 
from Mis. G. Williams on account of freight charges as compared 
to the actual charges paid by it to the Shipping Corporp.tion of 
India. The Company claimed the amount from Mis. G. Williams in 
January, 1970. The claim has, however, not been accepted by the-
firm. 

5.18. The claim for refund of extra freight charges amounting to 
Rs. 2.17 lakhs recoyerable from Mis. Sterling International has been 
closed by the Company as the firm had not given the break up of 
cost and freight charges in their quotation. 

5.19. As regards the amount of Rs. 5.76 lakhs claimed on account 
of 25 per cent rebate and Rs. 21,478 on account of less credit afforded 
by Mis. G. Williams, the Ministry stated in January, 1971 that a 
legal notice had been served. 

5.20. To an enquiry as to whether the Mills were not aware of 
the concession in freight rate at the time of finalising the order for 
import of both sulphite and mechanical pul? and if s?, why ,this 
could not be taken into account, the Nepa Mllls stated In a WrItten, 
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note after the evidence that:-
"When the foreign representatives of the firms, came for nego-

I 
tiations in June, 1968, the concession in freight rates in 
question had not been received in the Mills, and as such the 
Company was not aware of the concession in freight rates. 
Besides, negotiations were carried out and decision taken 
on the basis of some ad hoc reduction in rates given by 
the suppliers. As such there was no opportunity for the 
Mills to examine in detail and consult other a~encies 

since the order was to be finalised immediately after 
negotia,tions as per U.S. Aid regulations. 

In view of the above, it could not be possible for the Mills to 
ask for insertion of break-up of cost and freight charges, 
especially in the case of Mis. G. Williams whose rates 
were negotiated on C&F basis and the suppliers had re-
duced their rates.'" Since the negotiated rates were fixed 
on C&F basis without any escalation clause, the question 
of giving break-up of cost and f.reight charges did not 
arise. 

From the time the matter came to our notice we have regu-
larly been pursuing the case. First it was taken up on 
14th December, 1968. We asked the party to pass on the 
benefit of 25 per cent. Il'ebate as allowed by the Indian 
Shipping Companies. Their reply was received on 26th 
December, 1968 informing us that their quotations were 
given after taking into consideration the 2~ per cent. dis-
count by the Indian Shipping Compani9. Again we 
wrote back on 6-1-1969. The matter has all along been 
pursued. We also tried to find out some other means by 
which we could set this rebate by contacting the Ship-
~g Corporation 'of India personally, but with no result. 
Since all the consignmenu were received under irrevoca-
ble letter of credit, no deduction could be made from their 
payments. The only course was to file a suit an'" the 
same is now being pursued regularly." 

5.21. The Mills further stated that-
"Legal proceedings were instituted on 19th November, 1971 

a.gainst the party in the Civil Court at Burhanpur for re-
covery of the disputed amount. Summons issued by the 
Court have not been served on Mis. Interasia and efforts 
are still in progress. Mis. G. Williams & Co., on whom 

.At the time of t.he factual verification, the Audit informed lIS follows : 
'<The Suppliers (MIs. G. Williame--aaents Of MI •. Tnterasia Inc. New York) 
reJucei th,!'r rate only for unbleached .sulphite pulp and not for mechanlcar 
gro'mdwood pulp". 
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the summons have been served have filed an applicatio~. 
on 29th June, 1972 in the court requesting Nepa Mills for 
filing of certain documents. The case is in progress and 
is being vigorously pursued." 

5.22. The Committee note that in June, 1968, the Nepa Mills had 
to import 4759 tons of unbleached sulphite pulp and 2500 tons of 
mechanical groundwood pulp under U.S. Aid Plan through MIs:. G. 
Williams, agents of Mis. Interasia Inc. New York and 2500 mechani-
cal groundwood pulp from Mis. Sterling International. The Com-
mittee also note that under U.S. Aid Plan the supplies of unbleached 
sulphite pulp and mechanical groundwood pulp were to be made in 
U.S. and Indian Vessels in the ratio 60 : 40 and that cargo supplied 
to Indian Government by Indian Flagships would be cbarged at a 
concessional rate (\Donnal rate less 25 per cent rebate). The Com-
mittee note that although the suppliers shipped all the consignment 
by Indian Vessels, the Mills had to pay eXtra freight charges amount-
ing to Rs. 7.93 lakhs in foreign exchange (Rs. 2.17 lakhs to MIs. 
Sterling International and Rs. 5.76 lakhs to Mis. G. Williams) on 
account of non-inserti.on of break-up of cost and freight charges in 
the purchase order and also note that the Mills had to lose a sum of 
Rs. 21,478 in foreign exchange from the local representatives of one 
of the firms on account of freight charges as compared to the actual 
charges paid by the firm to the Shipping Corporation of India. The 
Committee regret to observe that on account of failure on the part 
of the Mills in not having obtained the break-up of cost and freight 
charges and i:nserted them in the purchase order, the Mills had been. 
put to a loss of Rs. 7.93 lakhs in foreign exchange. 'l'be Committee 
are surprised that while the Nepa Mills had initiated It',gal action in 
the case of one of the firms, they had not taken similar action in the 
case of the other firm and lost their claim for refund of Rs. 2.17 
lakhs. 

5.23. The Committee are much concerned with the indifferent way 
in which the Nepa Mills had handled the entire transaction and 
entered Into defective purchase agreements with foreign flrms. The 
Committee recommend that Govemment should ensure that the· 
tenns of contract are precise and definite without any room for mis-
constrution and ambiguity therein and suggest· that Government 
should arrange to fix responsibility for this serious lapse leading t.· 
the huge loss of valuable foreign exchange. 

5.24. The Committee would also like that the Shipping Corpora-
tion of lndia-a Public Undertaking, should also notify from time 
to time if it is not already doing so, the changes in the Shipping 
freight ~ates all over the world to the Public Undertakings for their 
information and guidance to avoid Public Undertakings entering 
such costly commitments in future. 
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FINANCIAL MATI'ERS 

A. Capital Structure 

6.1. The paid-up capital of the MiUs at the" close of 1971-72 stood • 
at Rs. 494.62 lakhs and was contributed by the following parties:-

Government of India 

Government of Madhya Pradesh 

Private investors 

Shares forfeited 

Rs, in lakhs 

255'00 

169'73 

64'49 

4'30 

494'52 

---------- ---_._---_ .. -

Percentage of pald-
up capitals 

51'56 

34'32 

13'25 

0'87 

100'00 

6.2. The Government al India have also advanced to the Mills 
unsecured loans amounting to Rs. 632.20 lakhs up to 31st March, 1972. 
The loans carry interest at the rate of 7 per cent except for Rs. 48.95 
lakhs advanced in the months of September, 1971 (17.79 lakhs) and 
March, 1972 (Rs. 31.16 lakhs) which carry interest @ 6t per cent. 
The repayment of loans commenced in the year 1970-71. During the 
two years ending 31st March, 1972 the Mills repaid an amount of 
Rs. 60.30 lakhs leaving a balance of loan of Rs. 571.90 lakhs as on 
31st March, 1972. 

6.3. The Government of India have also issued two guarQiltees-
one for £ 1,618,581-8-10 (equivalent to Rs. 306.66 lakhs as on 31st 
March, 1972 @ Rs. 18.9698) and the other for Rs. 80 lakhs to the State 
Bank of India, Bombay for the Plant & Machinery to be supplied on 
deferred pa,yment basis by Mis, Wartsila, Helsinki, Finland and 
Mis. Elof Hansson, respectively, which stood at £ 645,221-14-0 (equi-
valent of Rs. 122.40 lakhs as on 31st March, 1972 @ Rs, 18,9698) and 
Rs. 38.99 lakhs respectively as on 31st March, 1972. 

79 
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6.4. 'nle debt equity ratio of the Mills upto 1968-69 was 1.15: 1, 
but at the close of the last three financial years it increased as 
follows:-

1971-72 I' 49:1 

6.5. The unsecured loans obtained from 1966-67 onwards from 
Government of India were to ·finance investment in the expansion 

. scheme for increasing the capacity of newsprint production from 
.30,000 to 75,000 tonnes per annum. 

6.6. As per the original estimate, the expansion scheme was to be 
financed mainly from internal resources. With the increase in cost 
of production, without a corresponding rise in the selling price, the 
internal resources gradually dwindled and the Company had to de-
pend more and more on Government loans for investment a.nd this 
affected the overall debt equity ratio. 

6.7. The Company took up the re-organisation of the capital struc-
ture with the Government of India vide letter No. Act/Gen/96/10040 
dated 26127t1').. August 1970 proposing an increase of Rs. 2 crores in 
equity capital by conversion of an equivalent amount from the Gov-
ernment loans to bring the debt equity ratio to the ratio of 1: 1. 

6.8. During the evidence, the Secretary of the Ministry informed 
as follows in this regard:-

"The fact of the matter is that for the expansion of the news-
print mills we are giving them the money required from 
time to time as a loan. So long as the debt-equity ratio 
was of the order of 1: 1 the problem was not so bad; bUt 
a position has now been reached when the debt-equity 
ratio is 1.49: 1 and we are taking it up with the Ministry 
of Finance that tl;.e equity should be increased so that the 
debt can be reduced and 1: 1 ratio is maintained. Till now, 
in order that their expansion programme may not suffer 

• on account of lack of funds, whenever they asked for funds 
we were releasing the money as loan. We shall now take 
up the question of equity to see that it is kept at 1: 1 
ratio." 

6.9. The Committee note that equity capital of Rs. 4M.52 Iakhs 
has practically remained unchanged since 1965-66 except for a mar-
ginal increase during the period from 1960.61 to 1965-66 raising the 
equity capital from Rs. 494.51 lakhs to Rs. 494.52 lakbs. On the 
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other hand, the unsecured loans obtained from Government of India 
have steadily increased from Rs. 25 lakhs in 1966-67 to Rs. 577.63 
lakhs at the end of 1971-72. 'The debt equity ratio became 1:1.49 
against the accepted ratio 1:1. 

6,10. The Committee regret to note that though the Company 
took up the reorganisation of capital structure with the Govern-
lUent of India as far back as in August, 1970, the Government of 
India have not so far taken a decision in the matter. The C6D1-
mittee hope that Government will take immediate steps to settle 
the reorganisation of the capital structure so that the burden on 
the Company for payment of higher interest charges which hal 
bearing on the cost of newsprint, is reduced. 

B. Financial Results 

6.11. The following table summarises the financial position of the 
Mills for the last five years:-

(Rupees in Lakhs) 
- ______ ·_. ____ P 

-~----.. _---
1967-68 1968-69 1969-70 1970-71 1971-72 

---------
T lABILITIES 

(a) Paid-up capitals: 

(i' Subscribed by the Govern-
ment of India. . . 255'Q() 255'00 255'00 255'00 255'00 

(ii) Subscribed by the Govern-
ment of Madhya Pradesh , 169'73 196'73 169'73 169'73 169'73 

(iii) Subscribed by the Public 65'49 65'49 65'49 65'49 65'49 

(iv) Amount received on 
shares forfeited. . .' 4'30 4'30 4'30 4'30 4'30 

(b) Reserves and surplus , Il2' 12 Il3' 77 65'79 63'73 65'43 

(c) Borrowings: 
463'25 (i) From the Government of India ,177' 00 333'25 524'24 577'63 

(ii) From the Government of 
Madhya Pradesh II '00 

(iii) Deferred payment liability 253'02 230'4i 202'47 177'52 161' 38 

(iv) From Bank-cash credit 5'39 17'34 JO'70 

«(]) Trade dues and other current 
71'67 liabilities including provisions Ill' 50 87'39 92'23 89'72 

1,199' 33 1,288,87 1,313'42 1.371.58 1,399' 38 
------_._------- ._------------
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2 3 4 5 6 ------
ASSETS 

(e) (Jross assets 681'58 1,157'76 1,183,45 1,199'04 1,215' 50-
(f) Less: Depreciation 340'25 367',99 431'30 489'48 549'/8 
(g) Net fixed assests 341'33 789'77 752' 15 709'56 666'02' 

(h) Capital Worlts-in-groaress 
(including plant an machinery 
under or awaAting erection 
and in transit 500'72 233'09 346'88 404'76 457' IS 

(i) Investment!! 0'99 0'99 0'99 

(j) Current usets, loana and 
advances 276'29 265'02 175'28 167'12 

r' 
I I9S' 10 

(It) Loss 38'12 90' 14 • 81'oR 

I,II9' 33 1,288'87 1,313' 42 tl,371' 58 1.399' 38 
----

Profit (+ )/Lou (-) during +19'48 +20'97 
the year 

-92'45 -52'25 '1-~' 7'2 
apital Employed 545'95 943"9 840'04 784'45 771'40 

Net worth 606'64 608'29 522' 19 470' II 478,87 ------------------
NOTES:-(l) Capital employed represents net fixed assets plus 

working capital. 
(2) Net worth represents paid-up capital plus reserves less 

intangible assets, 
(3) The profitlloss does not include the contingent 

liability towards payment to the Forest Department., 
Government of Madhya Pradesh as under: 

1967-68 1968-69 1969-70 1970-71 1971-72 ---
Contingent Liability 
I, 

2. 
Payment of Royally 3,58 4,18 S.oS 6,05 6,87 
Replacement cost 15,2S 17,44 20,76 26,95 49,SI 

TOTAL 18,83 21,62 25,81 33,03 56,38 

(4) 'No provision has been made in the accounts in respect 
of estimated total future liability for gratuity payable-
in accordance with the company's rules as under: 

1967-68 1968-69 J969-70 1970-71 1971-72 

11.37 14,93 

C, Cost of Production and Sale Price 

6.12. The acquisition, sale and consumption of newsprint are regu-
lated by the Government of India through the Newsprint Control 
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Order of 1962. The Mills have no independ~nt pricing policy as the 
price of pewsprint is being determined by (;ove~ent from time to 
time on the basis of representations made by the Mills af~er ~g 
into consideration various aspects. The price of Nepa newsprint was' 
first fixed at Rs. 10501- per tonne in 1958. 

6.13. The following table gives the cost of production and the sel-
ling prices per tonne of newsprint from 1963-64 to 1971-72:-

Year 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971-72 

Cost of production 
Excluding Including Selling 
financing financing price 
charges charges 

2 3 4 

821' 26 907'50 1,050 

850'24 931' 30 1,050 

880'23 961' 55 1,050 

931'82- 994'20 1,050 

898'09 988 '67 1,050 

1,001'93 1,101' 13 1,100 Effective from 1St 
May, 1968. 

1,285' 66 1,350' 88 1,100 

1,207' 00 1,266' 76 1,100 

1,218, 96 1,273,32 1,000 Upto 31-8-1971 
Rs. 1362/- from 1-9-71., 

.. _ .. _------
6.14. The price Df newsprint was fixed at Rs. 1,050 per tonne (ex-

works) in the year 1958 by the Government of India. Since the 
price of materials like Chemicals, cost of power and steam had risen 
considerably and also the price, of imported newsprint and imported 
chemical pulp had gone up from Rs. 914 and Rs. 808 in 1958 to Rs. 1243 
and Rs. 1480 respectively in 1966-67. the mills approached the Gov-
ernment of India in January, 1967 to increase the selling pri~e by' 
Rs. 190 to bring it at par with imported newsprint. ' 

6.15. The Government 9f India allOWed an increase of Rs. 50 per 
tonne with effect from 1st May, 1968. This increase was considered' 
inadequate by the Mills especially whem the pulp and recovery piaBt 
was not ready and the second paper machine was working on im-
ported pulp. Based on production of 31,000 tonnes from the first 
machine with 'indigenous pulp and 25,000 tonnes from the second 
machine with imported pulp the Management worked out the cost 
of production at Rs. 1357.55 per tonne (subsequently revised to .. 
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Rs. 1,276.13 per tonne in September, 1969)· and again approached the 
Government of India in April, 1969 to increase the selling price of 
the newsprint to Rs. 1,350 per tonne. 

6.16. The Cost Accounts Officer of the Ministry of Finance who 
made the cost study of the workiug of the Mills in October, 1969, 
however, suggested an increase of Rs. 63 per tonne as a result of 
devalua,tion until such' time the Mills continue to use the imported 
pulp for the second paper machine. (The landed cost of newsprint 
was stated to be Rs. 1,248 per tonne in the Report). The selling 
price of newsprint has been revised by the Government of India to 
Rs. 1,3621- per tonne with effect from 1st September, 1971.. 

6.17. In the meantime, cost of production (including financing 
charges) has increased from Rs. 1101.13 in 1968-69 to Rs. 1350.88 in 
1969-710 (i.e. 22.68 per cent). The Management stated in November, 
1970 that "the cost of production has been increasing mainly as a re-
sult of increase in prices of chemicals and other materials, increase 
in the ~ariff for power a.nd steam and increase in the minimum gua-
rantee payment per month by the Madhya Pradesh Electricity Board 
with effect from 1st August, 1968 and increase in the salary and 
wages, etc. With the increase in the loans from the Government and 
Banks for the expansion progtamme and to meet the working capi-
tal requirement the financial charges burden has also gone up ..... . 
Besides these common fa~tors for the rise in the cost of production 
in all these years, in 1969-70 the cost of production has also gone 
up on account of ~sage of costly imported chemical and mechanical 
pulp, increase in maintenance expenditure due to frequent break-
downs and other teething troubles of 2nd Paper Machine, additional 
unabsorbed depreciation of the 2nd Paper Machine, extra expendi-
ture due to kraft paper packing instead of our own Mill made wrap-
per etc ......... . 

6.18. Mills management has increased the selling price of news-
print from Rs. 1100 to Rs. 1350 per tonne for supplies to agentsldis-
tributors and publishers of books of general interest with effect from 
1st June, 1970. However, under this category, the Mill is authorised' 
to supply only a, limited quantity of newsprint." 

6.19. The Mills have in written replies stated that perhaps the 
criterion followed for increasing the selling price of Nepa newsprint 
from Rs. 11001- to Rs. 1362!- per tonne with effect from 1st Septem-
ber, 1971 was based on the landed cost of imported newsprint. This 
consi'deration was, however, not followed when an increase of 
Rs. 501- per tonne was given in May, 1968. 
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6·20. During the course of evidence of the representatives of Nepa 
Mills, the Committee enquired how the price of Nepa newspaper 
compared with the price of imported newsprint. The Managing 
Director informed the Committee as follows:-

"At present, the prices are comparable. Our paper is inferior-
to the paper that we get from the Scandinavian countries., 
It compares favourably with the paper which we get from 
socialist countries ............... . 

The quality as a whole is very good for the raw materials 
that we have. The prices used to be much lower than the 
prices of imported paper. But, now, it is more or less on 
par. The latest figure that I have got with me is tha.t we 
have paid Rs. 1356 for the paper we are importing from 
Russia; about Rs. 1380 for paper from Holland; Rs. 135() 
from Yugoslavia; Rs. 1341 from BangIa. Desh. 

We have been asking for an increase in price since 1967. Ini-
tially we were given an increase only by Rs. 50 i.e. the 
price was raised to 1100 from 1st May, 1968. Then as our 
cost of production which We could not reduce, was higher 
than the selling price, we had to press the Government 
that this way the Company will not be able to exist." 

6.21. To an enquiry of the Committee as to how the price of Nepa 
newsprint was fixed, the Secretary of the Ministry of Industrial 
Development informed the Committee during the evidence thflt:-

"Actually we took it up last year that the price of imported 
newsprint was Rs. 1.350 and hence there should be an in-
crease for our newsprint also. After processing through 
Finance and the Bureau of Public Enterprises, this was 
agreed to by the Cabinet. From October last year, we are 
now getting Rs. 1362 per tonne which is approximately the 
imported price of newsprint. So far the time being, the 
problem is solved. 

Here I would say that in most other things manufactured 
in the country the prices are higher than the import price. 
In fact, in regard to many things, a certain margin of up-
to 25 per cent over the landed cost is specifically allowed 
by Government to public sector enterprises as a sort of 
policy decision. Here we ar~ only cha,rging the landed 
cost. Last year without this we made the small profit of 
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Rs. 4.5 lakhs; this year when the increase operates for a 
whole year, we expect to be able to make a bigger profit. 

Now we have got parity with the imported price. I do not 
know if we should revise it so often. In October . last, we . 
have revised it· Now we cannot say that we are running 
at a loss. Let us see how it works for a year or two." 

6.22. The Committee note that the Mills have been a'!lroaching the 
'Government of India for the revision of selling price of newsprint 
and the Government of India took considerable time to grant an ad 
hoc increase of Rs. 50 per tonne in May, 1968 which brought the 
price to Rs. 1100 per tonne when the cost of the imported newsprint 
was Ks. 1,243 per tonne. When the Nepa Mills again approached the 
Government of India in April, 1969 for a further increase it waS 
only in September, 1971 that the Government of India raised the 
selling price to Rs. 1362 per tonne whi.ch was almost the same as the 
imported price, after a lapse of two years apparently after the matter 
was raised through the Audit Report (July, 1971). The Committee 
regret to observe that there was hardly any justification in' compel-
ling the Nepa Mills to continue to sell the newsprint at less than the 
importf'\~ priee in the intervening period especially when they were 
running at a loss. The Committee would like Government to evolve 
suitable guidelines for fixing the price of an essential commodity 
like newsprint keeping in view the overall interest of the public as 
well as the public undertaking. They need hardly point out tha~ 
the Cost Accounts Organisation of the Ministry of Finance should 
be effectively used for this pUrpose. The 'Committee would also 
like to stress that concerted measures should be taken by Nepa 
Mills to bring down the cost of production by putting to full use 
the installed capacity and taking the necessary measures to effect 
economy in materiais and processes and in general by stepping up 
productivity. 

D. Charges for Steam 

6.23. Consequent on the a.pproval of the Preliminary Project Re-
port for the expansion scheme, the Company intimated to the 
Madhya Pradesh Electricity Board in August, 1963 its requirements 
of power and steam for the expanded manufacturing capacity. The 
matter remained under correspondence and ultimately the Madhya 
Pradesh Electricity Board forwarded to the Company a draft agree-
ment on 6th December, 1967 and the new tariff schedule on 21st May, 
1968 effective from 1st August, 1968. 
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6.24. The draft agreement (which had not been signed till Nov-
-ember, 1970) stipulates the pa.yment of minimum demand charges 
per month at the rate of Rs. 3,02,833 for steam. Due to delay in 
installation of the' new paper lllachine (which went into trial produc-
tion in February, 1969) and curtailment of production even after 
the commissioning of the machine the actual consumption of steam 
has been much less than the minimum charges payable under the 
draft agreement. As i result, during the period from 1st August, 
1968 to 31st March, 1970 the Mills have paid an extra amount of 

'Rs. 18.16 lakhs for steam and during the years 1970-71 and 1971-72 
the Mills paid an extra amount of Rs. 5.33 lakhs and Rs. 1.13 lakhs 
respectively to the Madhya Pradesh Electricity Board (representing 
'the difference between the minimum demand charges and the amount 
payable on the basis 'Of actual consumption). 

6.25. The Management stated in August, 1970 that the matter was 
under discussion with the Madhya Pradesh Electricity Board and 
the Ministry stated in January, 1971 that "though the matter is 
still under negotiation there is not much hope that they will concede 
to our request". No decision has however, yet been taken in the 
matter. 

6.26, In a written reply, the Mills have stated that the demand 
of steam was based on the average consumption of steam on old 
mill and the standard practice in the paper industry. The fluctua-
ttt'l:tts in the consumption of steam originally estimated were due to 
,d"ay in the expansion of various plants. 

6.27. It was also stated that the agreement with the Madhya 
Pradesh Electricity Board had not been signed and the points of 
dispute were brought to the notice of Madhya Pradesh Government 
through the Industries Department. The payments so far made to 
'Madhya Pradesh Electricity Board were under protest. The ques-
-tion of reducing the minimum charges for consumption of steam 
and also chargifig at actuals was still stated to be under correspon-
dence with M.P. Elec~ricity Board and State Government. 

6.28. During the course of evidence of the representatives of the 
Ministry of Industrial Development on the working of the National 
Newsprint and Paper Mills Ltd. the Committee pointed out that 
the Government of Madhya Pradesh had 34.32 per cent of the equity 
-capital of the Mills and nominate their Directors for the Board of 
Directors of Nepa Mills and asked as to why matters like fixation 
of price of steam, fixation of price of land for raising plantations, 
extraction of bomboos to the fullest eJCtent could not be settled till 
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now. To this query the Secretary of the Ministry replied as 
follows:-

"As far as public sector enterprises are concerned, we like to. 
leave them free to tackle their problems themselves. We· 
do not want as a matter of policy, Government to inter-
fere or go to their rescue unless they ask for it. If we-
take tBe initiative they lose the initiative and they think. 
that by referring everything to Government, their 
responsibility is finished. In this matter, they have not 
yet approached Government for any help. They have-
been carrying on the negotiations and I think the Manag-
ing Director is quite confident that he will be able to 
settle it with the State Government." 

6.29. To an enquiry as to whether the possibility of the Nepa Mills 
having their own power house was examined, the Secretary of the 
Ministry of Industr~al Development, during the COUllse of evidence 
informed the Committee as follows:-

"I myself some months ago sugges~ed to the Chairman and 
Managing Director that this question of buying over the 
power station from the M.P. Electricity Board should be 
investigated and they should also. negotiate with the 
Board about the price at which they would sell the power-
station. Wherever we need steam, it would be economi-
cal to produce the steam ourselves, pass it through the-
turbines used for generating electricity and with the low 
pressure you use steam for your processing. They are 
carrying out that study and also negotiation with the 
State Electricity Board about their willingness to sell and 
the price. On that basis, they will work out the economics, 
because muC'h will depend upon the price at which the-' 
Board would sell the station to us .• If we were to put up 
a new power station, it would be very expensive because-
today prices are very high. But the M.P. Electricity 
Board is using this power station only partially; they are-
not using steam for producing electricity except some-
~imes when there is failure of power in the grid. So I 
hope they will be willing to sell it to us and we shall work 
out the economics at the price quoted whereby we can use 
it for both steam and power." 

6.30 The Commit1ee regret to note that no definite agreement hact-
so fnr been entered into with Madhya Pradesh Electricity Board for 
the requirements of power and steam. The Committee were Inform-
ed that the demand of steam was based on the average consumptloDt 
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o.f steam on old mill and the standard practice in the paper industry. 
Although a draft agreement was prepared on the 6th December, 
1967 and new tariff schedule effective from the 1st August, 1968, the 
draft agreement bad not taken into account the realistic require-
ment of steam with the result that the Mills had to incur an extra 
expenditure of Rs. 24.62 lakhs towards payment to Madyha Pradesh 
Electricity Board. The Committee suggest that the Mills/Ministry 
should take immediate steps to work out the minimum requirements 
of steam on a realistic basis based on the experience of the working 
of two machines and finalise the agreement with Madhya Pradesh 
Electricity Board. The Committee need hardly emphasise the im-
portance of expeditious settlement with the State Government of 
the issues which vitally atreet the working results of the Mills and 
~ntering into contract for a more realistic demand for stt!am. The 
Committee would also suggest that the Ministry should use their 
good offices with the Madhya Pradesh Government for an adjust-
ment of the amounts so far overpaid in the absence of a definite-
agreement with the Madhya Pradesh Electricity Board. 

6.31. The Committee also note that the Mills are already nelo-
tiatin,g with Madhya Pradesh Electricity Board about the purchase 
of a power station for the MiDs. The Committee would like that, 
before a decision is taken in the matter, the economics of utilisation 
of power and steam through this power station should be carefully 
gone into to ensure that these do not unnecessarily add to the cost 
of production. 

E. Demurrage Charges 

6.32. On 28th August, 1968 the Mills established a letter of cre-
dit with validity period up to 31st December, 1968 (later extended 
to 31st March, 1969) with the State Bank of India, Bombay for 
import of 2500 tonnes of mechanical ground-wood pulp from Mis. 
Sterling International USA. The firm shipped the last consignment 
on 24th March, 1969 but presented the documents to the Bank on 
1st April, 1969. Since the letter of credit was valid up ~ 31st 
March, 1969 the Bank did not make the payment to the suppliers. 
On hearing from the firm on 18th April, 1969 the matter was taken 
up by the Mills with the Government of India, which vide their 
letter dated 16th May. 1969 extended the period of letter of credit 
up to 30th June, 1969. The letter was received by the Mills on 21st 
May, 1009 and the Mills completed the formalities regarding trans-
fer of funds at Bombay and counterSignature by Bank of the In-
demnity Bond executed in the Name of Shipping Corporation of 
India, Bombay by 30th May, 1969. -
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6.33. The Ship arrived at the port on 9th May, 1969 and the last 
free date expired on 24th May, 1969. The consignments were 
cleared between 30th May, 1969 and 3rd June, l!i69 resulting in pay-
ment of demurrage charges amounting to Rs. 60,002. 

6.34. It has been stated by the Nepa Mills in a written note that 
the party was notified immediately after the despatch of the goods 
in April, 1969 that in case there would be any demurrage charges 
due to non-receipt of the documents, the party would have to bear 
the demurrage charges. The supplier took the plea that since the 
delay in submission of the documents was due to force 
majure, i.e. death ·eIf the President Eisenhower, they were not liable 
for payment of demurrages. 

6.35. Since the documents were submitted after the expiry of 
letter of credit and lett~r of authority, the letter of authority had to 
be got amended before the Bankers could be authorised to extend 
the letter of credit. Under the USA aid procedure this took time 
and the letter of credit could not be amended in time to release the 
payment. In apprehension of non-release of the payment, MIs. 
Sterling International had instructed the shippers not to release the 
consignment. Hence the shippers were reluctant to do so, After 
much persuasion they finally allowed the N epa Mills to get the 
consignment cleared on indemnity bond. All these formalities had 
taken long time, which ultimately resulted in demurrage charges. 

6.38. The. Nepa Mills have consulted their solicitors, who after 
going through the entire case, advised that the cost of instituting 
legal action in the matter would be disproportionate to the amount 
proposed to be recovered from Mis. Sterling-International which 
was a company situated in USA without any office or assets in India. 

6.37. The Indo-American Chamber of Commerce, whose advice 
was also sought in the matter advised the Nepa Mills to approach 
the Government of India. Accordingly the Nepa Mills wrote to the 
Economic Adviser, Government of India on 3rd July, 1972. On his 
request some further information, as asked for by him, was furnish-
ed on« 22nd Jluly, 1972. The advice of the Economic Adviser was 
awaited. 

6.38. The Committee note that although the shipment arrived at 
the port on the 9th May, 1969, the consignments were cleared 
between the 30th May and 3rd June, 1969 resulting in payment of 
demurrage charges to the extent of Rs. 60,002. The Committee feel 
that, had the Nepa Mills taken timely action to dear the consip-
ments on indemnity bond earlier, such a heavy payment of delllur-
rage charges could have been avoided; The Committee note that 



91 

the matter is still pending advice from the Economic Adviser of the 
Government of India on the question of recovery of charges from 
the firm. The Committee are unable to appreciate the leisurely 
manner in which the whole matter has been dealt with and hope that 
the matter would be settled without further delay. 

F. Internal Audit 

6.39. The Internal Audit Section was established in October, 1965 
under the control of Financial Controller. The scope and functions 
of the Internal Audit as laid dpwn in the Accounting Manual do not 
cover items like process wastage \ rejections, damaged paper, con-
sumption of raw materials and chemicals, inventory control, etc. 
Besides, there is no system of issue of periodical inspection notes or 
of consideration of 'he findings of the Internal Audit Oepartment at 
the top managerial level and at the level of Board of Directors. 

6.40. The Mills have, however, stated in a written note 81 
~~~ 1 

"The Accounts Manual, which lays down the scope and func-
tions of the Internal Audit has !been amended to cover a 
review of consumption of raw-materials, chemicals. 
process wastes, damaged paper rejections etc. and inven-
tory control. The Internal Audit have also reviewed the 
above aspect!;l. 

Nepa millIS is a single unit concern and all its important 
departments are set up at Nepanagar. The Internal Audit 
is therefore, concurrently .carried out in the various de-
partments. The Audit Reports/Notes are issued as and 
when checking of one Record/Department is completed 
and it is put up through the Financial Controller so that 
rectification action' could be initiated'immediately. Irre-
gularities and important suggestions of the Internal Audit 
are, however, placed before the Managing Director and 
Boa'rd of Directors along with action taken. Besides the 
monthly Audit programme, a quarterly Activity Report of 
the Internal Audit showing a summary of the audit work 
done and the list of important audit observations made 
during the quarter is also placed before the Managing 
Director with eft'ect from 30-9-1971." 

6:.41. The Committee note that on the suggestion of Audit, the 
Nepa Mills have amended the scope and functions of intemal audit. 
The Committee would like to stress that the comments of Audit 
should receive serious consideration at aU levels and necessary 
follow up action should be taken in each case promptly. 
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MISCELLANEOUS 

A. Eftluent Disposal 

7.1. While discussing the increased capacity of Nepa Mills with 
the representatives of the Mills, the Committee enquired about the 
difficulties relating to the effluent discharge. The Managing Director 
informed the Committee as follows:-

"About effluent discharge we have been having difficulty be-
cause we draw our water from Tapti. We try our best to-
allow the blQ,ck liquor to flow bare into the river. We 
have got an affluent disposal scheme prepared; we have 
had the consultations done and we propose to put up an 
effluent disposal treatment plant in the Fifth Five Year 
Plan." 

7.2. To another enquiry of the Committee whether the effluent 
was fatel to huma~. beings and animals the Managing Director stated 
that it was fatal. 

7.3. The complaint that effluent discharge of Nepa Mills was 
creating pollution problems was also brought to the notice of the 
Secretary of the Ministry of Industrial Development, during the 
evidence of the representatives of the Ministry. The representatives 
of the Ministry informed the Committee as folIows:-

"Sir, the chemicals are recovered to the extent possible but 
there are some losses; even in spite of this. water pollUtion 
problem has arisen. The Deptt. concerned have taken it 
up with the Public Health Research Institute in Nagpur. 
I may submit here that so far nowhere in the world has ft 
been possible to find a process ·by which the pollution is 
completely avoided. Every attempt is being made to keep 
this within permissible limits." 

7.4. The Secretary of the Ministry further added that:-
"We shall certainly study this. I have made a note of this. 

My submission is that of course the wealthy countries 
and well advanced countries can afford to spend a lot of 
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"money. But we have to see what is economically feasible 

within our means. We cannot spend all that money which 
the advanced countries can spend. If it is within our 
means and within our country's means, We shall certainly 
do it." 

7.5. After the evidence, the Ministry of Industrial Development 
submitted the following note on the effluent disposal-both the 
present practice and the future plan inter alia stating the compen-
sation paid to Burhanpur Municipa! C'rr'~,:~:---

"As is known, the 'effluent is a mixture of water and other 
organic and organic materials. These are the residuals 
after the re::overy of chemicals in the recovery plant, 
washing of the mechanical pulp, processing the stock in 
the paper machine and those from the caustic soda and 
ch10rine plant." 

In order to remove the injurious organic matters in the 
effluents, the method adopted at present is to oxidise it 
by the process of passing it through a channel about 
15000 feet long before it meets the river Tapti. During 
this movement from the mills to the river, natural oxi-
da~ion of the organic substances takes place. The oxidised 
effluent then mixed with the river water and gets dileted 
and so rendered quite harmless. 

The effluent treatment of the Mills waste water was examined 
by the late Dr. N. V, Modak, an expert on Public Health 
Engg. and Jater by ~he Central Public Health Engg. 
Research Institute,Nagpur. After completing the investi-
gations, the Central Public Health Engg. Research Insti-
tute, Nagpur have submitted their final report suggesting 
al~ernative methods' of treatment. They have also recom-
mended the setting up of a Pilot Plant before putting up 
a full scale plant. Their proposal for the pilot plant has 
been approved by the Board and further necessary action 
is being taken. The 'whole scheme is estimated to cost 
about Rs. 52 lakhs and is proposed to be taken up in the 
Fifth Five Year Plan. 

'This proposal is being examined in the Ministry with a view 
to making necessary provision in the Fifth Five Year 
Plan. , 

'The municipality of Burhanpur had filed a suit against NEPA 
for making provisions for payment to them for digging 
wells for meeting the drinking water requirements of the 
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people, pending the proper treatment of the effluent. The 
Civil Court has decided that NEP A should pay to the 
Committee compensation at the rate of Rs. 1.25 lakhs per 
year for the construction of wells. The Njpa Mills have 
gone in appeal against this judgement, which is pending." 

7.S. The Committee note that effiuent from the Mills is beiDg 
drained straight into the river Tapti through a 15,000 feet long open 
channel, which created pollution problems, whenever the Bow of 
river was low. The Committee were informed that it was only ~ 
cently that a scheme costing Rs. 52 lakhs for effiuent treatment has 
been approved and a pilot plant is proposed to be set up in this 
connection. The Committee feel quite concerned that because of 
the delay in tackling the pollution problem, the Mills are required 
to pay, according to the judgment of the Civil Court, compensatioB 
at the rate of Rs. 1.25 lakhs per year to the Municipality of Durhan-
pur. The Committee are not able to appreciate the dilatory maDDer 
in which the pollution problem has been handled by the Mills. 
Although the Mills are going in appeal against the judgment, the 
Committee feel that the Mills should have tackled this social prob. 
Jem even at the ini,tial stages and in any case before the scheme for 
expansion was considered. The Committee feel that Public Under. 
takings should set a model in resolving such problems and should 
not be a contributory factor towards pollution of environments. 
As it is a health hazard, the Committee would like that Nepa Mills 
would view this matter seriously and evolve effective and economic: 
solution on permanent basis. 

B. Research & Development 

7.7. The Estimates Committee had in their 157th Report 2nd 
Lok Sabha, recommended as far back as in 1961-62 that "in view of 
the proposed expansion in the newsprint and paper manufacturing 
industry in the country, it would be desirable if a specialised re-
search centre on paper technology is set up." 

7.S. Government then replied in 'the Ninth Report of the Com-
mittee on Public Undertakings (Third Lok Sabha): 

"The Cellulose and Paper Branch of the Forest Research 
Institute, Dehra Dun are engaged in fostering research 
develo~ment and technology of pulp, paper and allied 
indUstrIes. It has been proposed that the Advisory Com-
mittee of the Forest Research Institute should include a 
representative of Nepa Mills in order that problems con-
nected with newsprint production receive adequate 
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attention in the research programmes of Cellulose and 
Paper Branch of the Forest Research Institute." 

7.9. Accordingly the Nepa Mills are represented on the Advisory 
Committee and the Technical-Sub-Committee of the Forest Re-
search Institute, so that problems connected with newsprint pro-
duction receive adequate attention in the reach programmes of the 
Cellulose and Paper Branch. The Nepa Mills contribute regularly 
towards the recurring expenses of the Forest Research Institute at 
the rate of Rs. 0.25 per tonne of newsprint produced at the Mills. 

7.10. To an enquiry of the Committee about the research being 
conducted in the country to develop other sources of raw material 
for production of newsprint with a view to become self-reliant in 
the field of newsprint, the Committee were informed during the 
evidence of the representatives of the Ministry of Industrial Deve-
lopment that:-

"The Forest Research Institute in Dehra Dun have a pilot 
plant for paper manufacture and they keep on carrying 
on some research work. Apart from that, there is some 
small research work in Jorhat and Poona OSIR labora-
tories. But I agree that this is not sufficient for an fm· 
portant industry like paper. This matter has recently 
been taken up by the National Council of Science and 
Technology which has constituted a committee under 
Dr. TUak of CSIR. It is looking into the question of 
setting up some organised research in the field of paper. 
They are also considering whether they should have a 
cess on paper the proceeds of which could be used for re-
search on paper production." 

7.11. The representative of the'Ministry also stated that research 
for pre-treatment of wood with a view to improving its quality was 
being conducted at the Forest Research Institute, Dehra Dun, but 
this was only on a laboratory scale trial and not a commercial scale 
trial. 

7.12. In this connection, the Nepa Mills stated in a written note 
as follows: - . 

'We have carried out a large number of trials on pretreat· 
ment of wood in our Mill Laboratory. The results in-
dicated that the strength of the mechanical pulp did 
improve with the increased intensity of the pre-treat-
ment but this improvement was invariably accompanied 
with the deterioration of the colour. 



The pr~treatment trials on chips has also been conducted in 
the la'boratory. The pre-treatment was found to give en-
couraging results. The process has been incorporated in 
the expansion programme of thej Mill. The results 
obtained by our laboratory have since been confirmed by 
many laboratories in Japan, Sweden, West Germany etc." 

7.13. In regard to development of unconventional resources of 
raw material, the Nepa Mills stated as follows:-

-'We have carried out trials on various conventional wood 
species which are not used anywhere for the production 
of various types of the pulps from various areas such as:-

(i) Mainly wood species available from the surrounding 
areas of the Mill; 

(ii) For pre-investment Survey of forest Resources Woods 
from Bastar region; 

(iii) For Hindustan Paper Corporation for their Kerala 
Newsprint Project. 

We have not carried out any pulping trials on other types oi 
unconventional resources of raw material such as Bagasse 
or Salai gress because they are not available around the 
Mills in sufficient quantity and the areas where they are 
available are beyond economic limits." 

7.14. The COmlnittee are firmly of the view that a concerted 
.. ~ffort is requir~ to be made in the matter of identifying the best 
!;ource of pulp available in India for manufacture of newsprint as 
IIlso to develop suitable varieties of forests whicla would provide the 
l~ssential raw material for manufacture of newsprint of requisite 
4)uality. The Committee suggest that there should be a close liaison 
between the Ministry of Industrial Development and the Forest Re· 
search Institute. The Committee stress that the perspective plan for 
reaching self-reliance in this crucial sector should be drawn up and 
implemented so as to be able to produce newsprint of the requisite 
(Iuality and quantity to'meet the country's entire requirements be-
fore the end of the Sixth Five Year Plan. 
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CONCLUSION 

8.1. The Committee have noted that, at present, out of a total 
demand of 2,20,000 tonnes of newsprint in the country, Nepa Mills 
were meeting only' about 18 per cent of the demand and the rest of 
the requirements were being met by imports, and a sum of Rs. 23.20 
crores was spent thereo::>n in the year 1971-72. In view of the grow-
ing demand for newsprint in the country and the indigenous pro-
duction not registering any appreciable increase, precious foreign 
·exchange would continue to be expended on import of newsprint. 
In order to stop the drain -::>n flow of foreign exchange, it is essential 
that concerted efforts are made to achieve the target of manufac-
ture of 75,000 tonnes per annum by the National Newsprint and 
Paper Mills Ltd. without loss of any further time. The Committee 
desired that Government should keep a careful watch on the progress 
made by the private Sect::>r projects so as to ensure that they keep 
upto the Schedule for installation of machinery and production of 
newsprints. The Committee have stressed that there should be 

. a time-bound programme with a view to making newsprint of ac-

. ceptable quality available within the country to meet the require-
ments in full and obviate dependence on imports. 

8.2. As regards the demand ·::>f paper, the Committee have 
noted that the demand for paper was currently of the order of 8.5 
lakh tonnes and it was expected to go up to 13.3 lakh tonnes by the 
end of the Fifth Five Year Plan whereas the existing indigenous 
production was only of the order of ab::>ut 7.4 lakh tonne,. The 

,current production was thus ~hort of the requirements by about a 
lakh of tonnes. The Committee would like to point out the diffi-
culties in ,obtaining paper which are being experienced not only 
by the ordinary consumer but also by Government users particular-
ly the Government of India Presses. The Committee have stressed 
the need for implementation of the crash programme so as to make 
good the existing gap between demand and indigenous production 

: and have a190 stressed that conc~ete and effective measures should 
be taken to ensure that the additional capacity of 8.5 lakh tonnes 
which has recently been licensed results in production of additional 
paper to the extent of at least 7 lakh tonnes to meet the additional 
requirements by the end of Fifth Five Y;ear Plan. As paper. is a 
ca.pital intensive industry with a long g~tation period there is need 
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for advance planning and implementation to ensure that paper re-
quired for public purposes is made available in adequate quantities 
and at competitive prices, to obviate any scarcity conditions deve-
loping in this essential commodity. The Committee have also 
stressed that the HindustanPaper Corporation, a Public undertak-
ing. which had been formed for undertaking manufacture of paper 
in the public sector should take a lead in developing the manufac-
ture of paper and supplying it at most competitive rates to meet 
the ever-growing requirements of the public. 

8.3. The Committee noted that there had been lapses in pre-
paration of the preliminary project estimates. The Committee 
were surprised that the Mills had been allowed to continue with 
the expansion programme without a firm financial sanction of the 
Detailed Project estimates. The Committee have expressed a 
feeling that the entire issue had been dealt with both at the Mills 
and the Government level in a leisurely manner and therefore, the 
expansion scheme had not been implemented in earnest. The Com-
mittee have deprecated such delays and desired Government to 
make a case study of the delay and lapses which had occurred in 
this case to obviate their recurrence. The Committee have re-
gretted to observe that dUe to the delay in the erection and com-
missioning of the pulp plant, foreign exchange to the extent of 
Rs. 4.7 crores had to ,be expended on import of paper which could 
have been manufactured if additional pulp was available. The 
Committee were of the view that had advance planning accom-
panied by timely procurement of steel been done, such costly 
delays would not have occurred. 

8.4. The Committee have recommended that Government should 
fix responsibility for delayed action which res' >;'j in underutilisa-
tion of the capacity of the plant to manufacture newsprint which 
had to be imported by expending precious foreign exchange. 

8.5. The Committee have also regretted to note that renovation 
of the old Paper Machine scheduled· to be completed by 1968 had not 
been completed even after four years for one reason or other. The 
Committee have expressed the hope that the Nepa Mills would be 
able to adhere to the schedule and complete the necessary renova-
tion of Machine No. 1 by 1973 along with the matching pulJ?ing 
plant under expansion as without sufficient pulP. the capacity of 
the renovated plant would be lying idle. 

8.6. I The Committee found that Nepa Mills could not attain the 
full rated production of 75000 tonnes of newsprint because of delay 
in undertaking the renovation and modification of the old paper 
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machine and because of the defects in the new paper .machine, and 
the delay of ~ore than one year in the commissioning of the new 
paper machine. The Committee have urged that Nepa Mills should 
immediately take all the necessary steps to see that the new paper 
machine was made capable of attaining the rated capacity by pro-
viding the essential spares and rectifying the defects. 

8.7. The Committee find that the main hinderance in attaining 
the rated capacity of the paper machine was the inadequacy of the 
pulp. . 

8.8. The Committee are at a loss to understand the sequence in 
the planning of the paper plant by putting the paper machine first 
and erecting the pulp plant one year later. The Committee em-
phasised the need for synchronisation in commissioning the paper 
plant along with the pulp plant in order to achieve the maximum 
utilisation of the paper plant. The Committee have pointed out 
that Government should learn from this experience and at least 
in the future planning of paper projects, realise the need for an 
inte~rated approach in setting up pulp plant simultaneouslY with 
the paper plant. Had the construction and commissioning of the 
new Pulp Plant been as per schedule, the Nepa Mills would not be 
facing shortage of pulp which was keeping down the production of 
newsprint. The Committee have emphasised that the additional capa-
city created for the production of newsprint should be put to produc-
tive use at the earliest by expediting completion of the new pulp 
plant and thereby save the precious foreign exchange which is being 
expended at present in importing newsprint. 

8.9. The Committee have expressed the hope that the Nepa Mirrs 
would keep in view the cost aspects and the strength of the news-
print while introducing the new process in improving the shade of 
newsprint. Since brightness and quality of paper are important 
in the interest of general health of the reading public, the Com-
mittee have stressed that continuous efforts should be made by the 
Nepa Mills to improve the quality and make it comparable if not 
superior to the imported newsprint. 

8.10. The Committee were distressed to note that the bulk of 
the machine capacity had remained unutilised mainly due to 
shortage of pulp because of the delay in erection and commission-
ing of pulp plant with the result that the country had been put to 
the necessity of importing newsprint. The Committee hoped that 
the Pulp Plant would at least now be ~ommisBioned according to 
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the present schedule and the maximum utilisation of machinery 
ensured. 

B.11. The Committee regretted to note that on account of the 
Nepa Mills not having initially examined the necessity for bleach-
ing nor explored other methods of improving the shade amI quality 
of newsprint, the Mills had to acquire plant and machinery for 
groundwood bleaching at a cost of Rs. 11.79 lakhs even though the 
provision therefor did not exist in the original proje:::t. The Com-
mittee have noted that even after acquisition, only a portion of the 
plant valued at Rs. 3.05 lakhs could be installed and commissioned 
after a lapse of six years. The Committee felt doubtful- about the 
need for utilisation of the Groundwood Bleaching Plant itself in 
view of the reduction in the percentage of groundwood pulp under 
the expansion programme also because the earlier operation proved 
costly without any commensurate improvement in the quality of 
newsprint. The Committee have suggested that the matter re-
garding this purchase should be investigated carefully. 

8.12. The Committee have expressed regret that, soon after take 
over of the Nepa Mills, the Management acquired during 1958-59 
and 1959-60 a Milk of Lime Plant at a cost of Rs. 5.10 lakhs without 
~ing into the economics of the process. The Committee felt that 
the entire transaction was rather hasty and illconceived, speciaUy 
because the Mills had themselves admitted that the quality of news-
print produced from salai cannot be improved even by technologi-
cal process. 

8.13. The Oommittee have pointed out that the Estimates Com-
mittee in their 157th Report of 2nd Lok Sabha and Public Accounts 
Committee in their 23rd Report of 3rd Lok Sabha emphasised the 
need for assessing the existing reserves of salai wood and taking 
measures for increasing them allld also for growing alternative 
woods to meet the requirements of the Nepa Mills. 

8.14. The Committee have regretted to observe that in spite of 
these recommendations and those of the Ranganathan Committee 
and Seetharamiah Committee the Mills had not taken so far any 
effective steps to ensure a continuous supply of salai wood and to 
develop techniques to grow salai by special cultivation. The Com-
mittee failed to understand why piecemeal and ad hoc arrange-
ments only were being made with the Governments of Madhya 
Pradesh and Maharashtra for securing even their bamboo require-
ments. Since the economic functioning of the plant was dependent 
on the availability of raw materials in proximity of the Mills and 

. considering the importance of salai as a marjar raw material for the 
production of newsprint the Committee stressed that in the in-



101 

terest of long term planning" Government should tackle the pro-
belm with the utmost expedition and arrange to develop techniques 
for growHlg :;a.al 01 sUuable species and other suitable trees by 
cultlvatio.il J.l .,ecdisa1Y with the assistance of Forest Research Ins-
titute, AgricLu LUfdl Research Institutes and Agricultural Universi-
ties. 

8.15, The Committee regretted to note that the Nepa Mills had 
contracted for extraction of 30,000 tonnes of bamboo annually at a 
rate of royalty of Rs. 5 per tonne without actually ascertaining 
the yielding capactty of the leased areas. When the Mills found 
the yield did not exceed even 28,000 tonnes, the Mills took on lease 
additional areas at a higher rate of royalty of Rs, 12 per tonne for 
extraction, The Committee were informed that "there was, no 
commitment that this rate would not exceed Rs. 12 per tonne". The 
Commi:tee understood that for a 30 years' lease in Vindhya Pradesh 
Region a Mill in the private sector was paying royalty at Rs, 8 per 
tonne only, The Committee were surprised at the differential rates 
of royalty charged by the Madhya Pradesh Government, one rate to 
the public sector plant and ano~her to the private sector plant. The 
Committee have suggested that the Ministry of Industrial Develop-
ment should take up the matter with the State Government of 
Madhya Pradesh to secure most favour·able rates of royalty for the 
Nepa Mills, 

8.16, The Committee were surprised to note that though the Mills 
could not extract bamboo even to the extent of 28,000 tonnes, the 
Mills had to pay the full royalty according to the contract and there-
by incur a loss of Rs. 1.94 lakhs upto 1969-70. The Committee sug-
gested that the Mills should make a realistic assessment of the 
yielding capacity of the leased area before entering into fresh 
agreements. . 

8.17, The Committee have suggested that the Nepa Mills should 
persi.st in their efforts to compile data regarding consumption of 
materials systematically and closely analyse them with a view to 
taking remedial measures to avoid excess consumption of raw 
materials and chemicals and also review the norms periodically. 

8,18. The Committee were surprised to find :hat not only no 
effective steps have so far have been taken to fix norms for the 
consumption of raw materials and stores. but the Mills have adopted 
an unusual method of regulating the inventories with reference to 
cos~ of production, which itself has been varying from time to time. 
The Committee recommended that the Nepa Mills should imme-
diately take steps to assess their minimum requirements of stores 
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and raw materials consistent with their needs of production and 
fix appropriate levels of inventory on a scientific basis. 

8.19. The Committee are surprised that the Mills had been 
accumulating the non-mOVing stores of value of Rs. 47.29 lakhs 
even after the Mills had changed the processes and specification of 
materials. The Committee suggested that the Mills should imme-
diately undertake a review of all the non-moving items and take 
action for the disposal of surplus items. 

8.20. The Committee noted that under U.S. Aid Plan the supplies 
of 4750 tons of u~bleached sulphite pulp and 5000 tons of mechani-
cal groundwood pulp were to be made in U.S. and Indian Vessels 
ia the ratio 60: 40 and that cargo supplied to Indian Government by 
Indian Flagships would be charged at a concessional rate. The 
Committee have expressed regret that on account of failure on the 
part of the Mills in not having obtained the breek-up of cost and 
.freight charges and inserted them in the purchase order, the Mills 
had been put to a loss of Rs. 7.93 lakhs in foreign exchange. 

8.21. The Committee are much concerned with the indifferent way 
in which the Nepa Mills had handled the entire transaction and 
-entered into defective purchase agreements with foreign firms in 
regard fa purchase of pulp. The Committee would also like that the , 
Shipping Corporation of India-a Public Undertaking, shouIa also 
notify from time to time if it is not already doing so, the changes 
in the Shipping freight rates all over the world to the Public Under-
takings for their information and guidance to avoid Public Unaer-
takings entering such costly commitments in future. 

8.22. The Committee have noted that the Mills have been approa-
ching the Government of India for the revision of selling price of 
newsprint and the Government of India took considerable time to 
grant an ad hoc increase of Rs. 50 per tonne in May, 1968 which 
brought the price to Rs. 1100 per tonne when the cost of the imported 
newsprint was Rs. 1,243 per tonne. When the Nepa Mills again 
approached the Government of India in April,. 1969 for a further 
increase it was only in September, 1971 that the Government of 
India raised the selling price to Rs. 13'62 per tonne which was almost 
the same as the iJ:nported price, after' a lapse of two years apparently 
after the matter was raised through the Audit Report (July, 1971). 
The Committee expressed regret to observe that there was hardly 
any Justification in compelling the Nepa Mills to continue to sell the 
newsprint at less than the imported price in the. intervening period 
-especially when they were running at a loss. The Committee would 
like Government to evolve suitable gUidelines for fixing the price 
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of an essential commodity like newsprint keeping in view the overall 
.interest of the public as well as the public undertaking. They have 
pointed out that the Cost Accounts Organisation of the Ministry 
of Finance should be effectively used for this purpose. The Com-
mittee would also like to stress ~hat concerted measures should he 
taken by Nepa Mills to bring down the cost of production by putting 
to full use the in~lled capacity and taking the necessary measures 
to effect economy in materials and pro:esses and in general by 
s~epping up productivity. 

8.23. The Committee noted that the Mills were already negotiat-
ing with Madhya Pradesh Electricity Board a.bout the purchase of a 
power station for the Mills. The Committee suggested that, before 
It decision was taken in the matter, the economics of utilisation of 
'power and steam through this power st3.tion should be carefully 
gone into to ensure that these do not unnecessarily add to the cost 

-of production. 

8.24. The Committee felt quite concerned that because of the 
,<1elay in tackling the pollution problem, the Mills were' required to 
pay, according to the judgment of the Civil Court, compensation at 
the rate of Rs. 1.25 lakhs per yea.r to the MUniCipality of Burhanpur. 
The Committee felt that the Mills should have tackled this social 
'problem even at the initial stages and in any case before the scheme 
,for expansion was considered. The Committee expressed the view 
that Public Undertakings should set a model in resolving such pro-
blems and should not 'be a contributory factor towards pollution of 
environments. 

8.25. The Committee were firmly of the view that a concerted ef-
fort was required to be made in the matter of identifying the best 
source of pulp available in India for manufacture of newsprint as 
a.Jso to develop suitable varieties of forests which would provide the 
.essential raw material for manufacture of newsprint of requisite qua· 
lity. The Committee have suggested that there should be a close 
liaison between the Ministry of Industrial Development and the 
Forest Research Institute. The Committee have stressed tha·t the 
perspective plan for reaching self-reliance in this crucial sect.or 
should be drawn up and implemented so as to be able to produce 
newsprint of the requisite quality and quantity to meet the coun-
try's entire requirements before the end of the Sixth Five Year Plan. 

'NEW DELHI; 

March, 23rd 1973. 
'~-:-Chciit;:-a-1895 (Saka). 

SUBHADRA JOSHI, 
Chairman. 

Comm~ttee on Public Undertakings. 
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Summa.ry of conclusionsJrecommendations of the Committee ow 
Public Undertakings contained in the Report 

-- ----------_ .... ------- ....... _-----_ ... --.--._._--.--
S. Reference to 

No. paragraph No. 
in t he Report 

Summary of conclusions/recommendation 
--- -------_. __ ._- -- -. --------- ------._--

1 2 3 
--- ------------------ -----

1 1.20. The Committee note that, at present, out of 
a total demand of 2,2.0,000 tonnes of newsprint 
in the country, Nepa Mills are meeting only 
about 18 per cent of the demand and the rest of 
the requirements are being met by imports, and 
a sum of Rs. 23·20 crores was spent thereon in 
the year 1971-72. In view of the groWing de-
mand for newsprint in the country and the indi-
genous production not registering any appreci-
able increase, precious foreign exchange would 
-continue to be expended on import of newsprint. 
In order to stop the drain on flow of foreign ex-
change, it is essential that concerted efforts are 
made to achieve the target of manufacture of 
75,000 tonnes per annum by the National News-
print and Paper Mills Ltd. without loss of any 
further time. The Committee note that Govern-
ment have as a first step to achieve self-reliance 
in the matter of newsprint, under consideration 
a project for the manufacture of newsprint and-
magzine paper far a capacity of 80,000 tonnes in 
Kerala and which is to be completed by end of 
1976. The Committee feel that the Public Sec-
tor Project to manufacture newsprint in Kerala 
should have been set up earlier. The Commit-
tee need hardly stress that serious efforts should 
be made to accelerate the progress of work both 
in the expansion scheme of Nepa Mills and the 
public sector project in Kerala. The Committee 
would also like Government to keep a careful 
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watch on the progress made by the private sec-
tor projects so as to ensure that they keep upto 
the schedule for installation of machinery and 
production of newsprint. 

The Committee a·lso stress that there shoUld be 
a time-bound programme, with a view to make 
newsprint of acceptable quality available in the 
country to meet the requirements in full and 
obviate dependence on imports. 

The Committee note that the demand for 
paper is currently of the order of 8.5 lakh tonnes 
and it is expected to go up to 13.3 lakh tonnes by 
the end of the Fifth Five Year Plan. The Com-
mittee also note that the existing indigenous 
production is only of the order of about 1.4 lakh 
tonnes. The current production is thus short of 
the requirements by about a lakh of tonnes. The 
Committee note that Government ha.ve approved 
a crash programme for expansion of the exist-
ing units which is expected t·o· generate an addi-
tional capacity of 1,23,750 tonnes per annum. 
Government have also approved proposals for 
setting up new units and for effecting substantial 
expansion of existing units for an additional 
total capacity of 8.5 lakhs tollnes. The Commit-
tee would like to pOint out the difficulties in ob-
taining paper which are being experienced net 
only by the ordinary consumer but also by .:Tov-
ernment users particularly the Govt. of India 
Presses. In this connecti'Oll, the Committee would 
like to draw attention to paragraph 1.71 of 38th 
Report of Public Accounts Committee (Fifth 
Lok Sabba). The Committee cannot therefore; 
too strongly stress the need for implementation 
of the crash programme so as to make good the 
existing gap between demand and indigenous 
production. The Committee ~lso stress that con-
crete and effective mea.sures should be taken to 
ensure that the additional capacity of 8.5 lakh 
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tonnes which )lu been licensed results in pro-
duction of additional paper to the extent 
of at least 7 lakh tonnes to meet the 
additiona.l requirements by tRe end of Fifth 
Five Year Plan. As paper is a capital in-
tensive industry with a long gestation period 
there is need for advance planning and imple-
mentatkm to ensure that paper required for 
public purposes is made available in adequate 
quantities and at competitive prices, to obviate 
any scarcity conditions developing in this e~sen­
tial commodity. The Committee would also like 
to stress that the Hindustan Paper Corporation, 
a Public undertaking, which has been formed 
for undertaking manufacture of paper in the 
public sector should take a lead in developing 
the manufacture of paper and supplying it at 
most competitive rates to meet the ever-gr'Jw-
ing requirements of the public. 

The Committee note that the PreliminAry 
Project Report for the expansion scheme was 
approved by the Government in May, 1961 and 
the Detailed Project Report, along with the 
finally revised estimates, was approved On the 
4th April, 1972 after several revisions resulting 
in an increase of nearly 56 per cent due tl) va-
rious factors llke inelusion of interest on neferr-
ed payment, intere$t on loans, increase in rates 
(Sf custom duty, addition of miscellaneous eqUip-
ment. Even then the revised project estimRte as 
sanctioned did not include provision for town-
ship which was sanctioned separately. It has 
been admitted by the Mills as well as by the 
Government that there had been lapses i11 pre-
paration of the estimates. The Committee are 
surprised that the Mills had been allowed to 
continue with the expansion programme without 
a ft.nn 8nancial sanction of the Detailed Project 
Estimates. The Committee have a feeling that 
the entire issue has been dealt with both at the 
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Mills :and the Government level in a leisurely 
manner and it is, therefore, no surprise that the 
'eXpansion scheme baa not been implemented in 
earnest. The Committee deprecate such delays 
and desire Government to make a case study of 
the delay and lapses which have O'ccurred in this 
case 'to nbviate their recurrence. 

The Committee note that although the I!on-
tract for supply of pulping plants was finalised 
in June, 1967, the management took two ypars 
in fina:1ising the appointment of consultants fClr 
supervision and design of civil construction and 
award of. contract for civil works and structural 
and AC sheeting work. The Committee note 
'that even then the management had to foreC'lose 
the contract due to civil contractor backing out 
on account of non-availability O'f steel and also 
to terminate the contract with a private com-
-pany to whom the contract for structurAl and 
AC sheetin~ work w~s awa·rded and allot the 
structural work to M!::-. Triveni Structurals Ltd, 
-a public aect'O'T undertaking. The CommitteP. fail 
to understand why the services of Triveni Struc-
turals Ltd. could not be availed of in the very 
'first instance when. according to the Ministry, 
"they were slightly better placed in procuring 
lteel tor the job. The Committee regret to o~ 
serve that due to the delay in the erection and 
commissioning of the pulp plant, foreign ex-
change to the extent of Rs. 4,7 crores had to be 
expended 01'\ impo .. t I'lf olUJer which could have 
'been manufactured if additional pulp was avail-
able, The Committee are of the firm view that 
had advance planninR accompanied by timely 
procurement of steel been done. such costly de-
lays would not have occurred. 

The Committee recommend that Government 
should ftx responsibilit'V lor Jfelayed action which 
resulted in under-utiliaation of the capacity of 
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the plant to manufacture newsprint which hact 
to be imported by expending precious foreign. 
exchange. The Committee would like to be in-
formed of the action taken against the parties at 
fault and the 'remedial measures taken to ensure 
that such costly lapses do not recur. 

The Committee regret to note that renova-
tion of the old Paper Machine scheduled to be 
completed by 1968 has not been completed even 
after four years for one reason or other. Tlie 
Committee hope that the Nepa Mills would be 
able to adhere to the schedule and complete the 
necessary renovation of Machine No.1 by 197:t 
along with the matching pulping plant under 
expansion as without sufftcient pulp., the capa-
city of the renovated plant would be lying idle. 

The Committee find that Nepa . Mills was to-
attain the rated production of 75,000 tonnes of 
newsprint from the old and new paper machi-
nes ill 1969-70. However, the Mills could not 
attain the full rated production because of delay 
in undertaking the renovatiOl1 and modification 
of the old paper machine and the defects in the 
new paper machine. The Committee note that 
renovation and modification of the old paper-
machines would now be taken up in 1973. The-
Committee also n'Ote that there has been a delay 
of more than one year in the commissioning (If 
the new paper machine. Even after commis-
sioning, the new paper machine could not work 
to the rated capacity because of the teething 
troubles in the machine and the inadequacy of" 
the pulp. The Committe~ were informed that 
even now the difficulties have not been over-
come and the erectors could not give the per-
formance guarantee. The Committee urge that 
Nepa Mills should immediately take all the ne-
cessary steps to' see that tYle new paper machine-

-_ ..... -'" -".-._---- ----
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ie' made capable of attaining the rated capacity 
by providing the essential spares and rectifying 
the defects. 

The Committee find that the main hinderance 
in attaining the rated capacity of the paper ma-
chine is the inadequacy of the pulp. The Com-
mittee were informed that the new pulp plant 
is expected to be commissioned by 1973-74. The 
Committee note that the preliminary project re-
port for the expansion scheme indicated the pos-
sibility of completion of the expansion of the 
paper section a year or so earlier than that of 
the pulp section and the utilisation of imported 
pulp during the intervening period. However, 
because of the high cost of imported pulp, the 
Nepa Mills found it uneconomical to pIoduce 
newsprint from the imported pulp. The Com-
mittee are at a loss to understand the sequence 
2n the planning of the paper plant by putting 
'the paper machine first and erecting the pulp 
plant one year later. The Committee cannot but 
-emphasise the need for synchronisation in com-
missioning the paper plant along with the pulp 
plant in order to achieve the maximum utilisa-
tion of the paper plant. The Committee need 
'hardly point out that Government should learn a 
'lesson from t.his experience and at least in the 
future planning of paper projects, realise the' 
need for an integrated approach in setting up 
the pulp plant simultaneously with the papcr 
plant to secure the maximum ut.I1isation of the> 
paper plant. 

The C·;:nnmittee also ftnd that even though the 
prelIminary project report contemplated the 
setting up of the Pulp Plant a year or so later 
than the p:'lper machine i.e. by January, 1969. 
they were informed that the pulp plant would 
be commissiont:<i by 1973-74 i.e. after a delay of 
more than five years. 
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The Committee are surprised that even th~ 
placing of orders for the new pulp plant had' 
taken m-ore than two years and the order was 
placed only in June, 1967, when the erection ot 
the new paper machine was in progress. Had' 
the construction and' commissioning of the new 
Pulp Plant been as per schedule, the Nepa Mills-
would not be facing shortage of pulp which is 
keeping down the production <1f news print. 

The Committee cannot too strongly emphasise· 
that the additional capacity created for the pro-
duction of newsprint should be put to produc-
tive use at the earliest by expediting com~leti.on 
of the new pulp plant and thereby save the pre-
eious foreign exchange which is being eXJ>f!nded 
at present in importing newsprint. 

8. 3.48 The Committee would like to emphasise that 
and the expenditure 'involved in changing over to 
3.49 he new formula for production of pulp after 

the expap.sion is completed, should be com-
mensurate with the improvement in shade find 
finish of the neWsprint produced by the N~pa 
Mills. The Committee hope that the N epa Hills-
would keep in view the cost aspects and the 
strength of the newsprint while introducing the 
new process in improving the sliade of news-
print. 

Since brightness and quality of paper Ilre 
important in the interest of general health of the 
reading public, the Committee need hardly stresg 
that continuous efforts should be made by the 
Nepa Mills to improve the quality and make it 
comparable if not superior to the importE'd news-
print. 

3.57 The Committee nO,te that quantity of paper 
demand during process increased from 131,91Z 
tonnes in the year 1967-68 to 522,962 tonnes in 
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1970-71 and came down to 391,909 tonnes in 
1~71-72. The Committee were informed that the 
increase in the qUlmtity of damaged paper dur-
ing 1968-69 was due to the commissioning of the 
new paper machine on whieh the trial operations 
were started sometime in February 1969 and 
which was finally commissioned on 27th March. 
1969. The Committee are surprised that so far 
no records have been maintained to indicate se-
parately the extent of damage of newsprint pro-
duced by the two paper machines. Although it 
has been stated that the percentage of rejects 
to the total production during 1970-71 and 1971-72 
was of the order of 5 to 6 per cent and has not 
been considered abnormal by the Mills, the Com-
mittee need hardly stress the need for main-
taining separate records for each paper machine 
to assess as acurately as possible the extent ot 
paper damaged and fix realistic norms for re-
jection in respect of each machine. The Commit-
tee would also suggest that the· Nepa Mills 
should ascertain the norms from the foreign sup-
pliers of Machinery and other Mills which are 
using this machinery. 

The Committee note that in the case of old 
machine idle machine hours on account of 
shortage .of salai and pulp had increased from 
55.88 per cent of the totai idle machine hours in 
1969-70 to over 80 per cent in 1971-72 and that 
this had also cauaed the shut down of Caustic 
Soda Chlorine Plant.· The Committee also note 
that even in regard to the new paper machine, 
the percentage of total idle hours to available 
machine hours had increased from 28.7 per cent in 
1970-71 to 30.1 % in 1971-72. The Committee are 
distressed to note that the bulk of the machinp 
capacity has remained unutilised mainly due to 
shortage of pulp because of the delay in erection 
and commissioning of pulp plant with the result 

------------------------------~----
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that the country has been put to the necessity of 
importing newsprint. The Committee hope that 
the Pulp Plant would at least now be commIS-
sioned according to' the present schedule and the 
maximum utilisaticin of machinery ensured. 

The Committee note that the agreement 
with Mis. Wartsila Finland for the supply of 
plant and mechinery for the paper mill under 
the expansion scheme stipulated that the sup-
pliers would be responsible for replacement of 
any defective machinery within 12 months from 
the date of commissioning or 24 months from the 
date of shipment of last consignment. Accord-
ingly the guarantee period expired on 8th May, 
1968. The Committee regret to point out that 
because of the delay in the installation of plant 
and machinery and the commissioning of the new 
paper machine only in March, 1969, the Nepa 
Mills were not in a position to check the per-
formance of the motor within the period of 
guarantee stipulated in the agreement. The 
Committee also regret to note that the agree-
ment with the suppliers did not incorporate the 
words, "whichever is later" and this led to a 
long drawn out correspondence between the sup-
pliers and the Nepa Mills resulting ultimately 
in the replacement of the motor and partial re-
imbursement of its cost besides the cost of the 
repair of the old motor. In spite of the replace-
ment, the Committee are constrained to point out 
that the -guaranteed performance is yet to be 
established. The Commiteee are also surprised 
to note that even before testing the guaranteed 
output of the new paper machine the payment of 
one third of the cost of the second motor had 
been made. The Committee hope that the Nepa 
Mllls would draw a lesson from lIuch costly 
delays and defective agreements and avoid such 
lapses 10 future. 

-- --- -- --- --- .. _--
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12. 3.93. The Committee regret that on account of 
the Nepa Mills not having initially examined the 
necessity for bleaching nor explored other 
methods of improving the shade and quality of 
newsprint, the Mills had to acqt1!re plant and 
machinery for groundwood bleaching at a cost 
of Rs. 11.79 lakhs even though the provision 
therefor did not exist in the original project. 
The Committee note that even a,fter acquisition. 
only a portion of the plant valu€':i at Rs. 3.05 
lakhs could be installed and commissioned after 
a lapse of six years. The Committee were in-
formed that the remaining plant and machinery 
of the Groundwood BleaChing Plant would be 
utilised in the Cold Soda Pulp Plant under the 
expansion scheme. The Committee however, 
feel that doubtful about the need for utilisation 
of the Groundwood Bleaching Plant itself in 
view of the reduction in the percentage of 
groundwood pulp under the expansion pro-
gramme also because the earlier operation prov-
ed costly without any co~ensurate improve-
ment in the quality of Newsprint. The Commit-
tee would therefore like that the matter regard-
ing this purchase should be investigated care-
fully and suggest that measures should be evolv-
ed fOr an economic utilisation of the plant with 
a view to keeping down the cost of production. 

13. 3.97. The Committee regret to observe that soon 
after the take ovor of the Nepa Mills. the 
management aC'luired durin" 1958-59 and 1959-60 
a Milk of Lime Plant at a cost of RB. 5.10 lakhs 
without going into the economics of the process, 
on the assumption that chlorine could be pur-
chased from a private party~ which was to set 
up a project for the purpose but which never 
materialised. The Committee note that a part 
of the plant was utilised after a period of 4 to 5 
years and the rem aiDing in September, 1971 
only. The, Committee. feel that the entire tran-

-- ---------.. --------~----- -----------
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saction was rather hasty and illconceived, special-
ly because the Mills had themselves admitted 
that the qaulity of newsprint produced from salai 
cannot be improveg even by technological pro-
cess. 

The Committee note that the Estimates. 
Committee in their 157th Report of 2nd Lok 
Sabha and Public Accounts Committee in their 
23rd Report of 300 Lok Babha emphasised the 
need for assessing the existing reserves of salai 
wood and taking measures for increasing them 
and al'so for growing alternative woods to meet 
the requirements of the Nepa Mills. 

The Committee regret to observe that in spite 
of these recommendations apd those of the 
Ranganathan Committee and Seetharamaiah 
Committee the Mills have not taken so far any 
effective steps to ensure a cootinuous supply of 
salai wood and to develop techniques to grow 
88lai by speeial cultivat:on. The Committee fail 
to understand why piecemeal and :ad hoc ar-
rangements only are being J1lade with the Gov-
ernments of Madhya Pradf' .. ;h and Maharashtra 
for securing even theIr bamboo requirements. 
Since the economie functIoning of the plant is 
de~dent on the availability of raw materials 
in proximity of the Mills, the Committee need 
hardly emphasise the desirability of undertaking 
in time adequate pl'lntation operations in appro-
priate places of species suitable for the plant. 
Considering the importance of salai as a maior 
raw material for the production of newsprint and 
the emphasis that was being laid since 1953 by 
the two Expert Committee£ and the two Parlia-
mentary Committees (Estimates Committee in 
their 157th Report (2nd Lok Sabha) and Public 
Accounts Committee in their 23rd Repol't (3rd 
Lok Sabha) the Committee cannot resist the 
conclusion that the time taken for conducting 
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and 
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comprehensive surveys for the assessment and' 
development of raw muerials for the Mills has 
been unduly long. The Committee would, there-
fore, stress that in the interest of long term 
planning, Government should tackle the problem 
with the utmost expedition and arrange to deve-
lop techniques for growing salai of suitable-
species and other suitable trees by cultivation 
jf necessary with the asslstance of Forest Re-
search Institute, Agricultural Research Institutes 
and Agricultural Universities. 

The Committee regret to note that the Nepa 
Mills had contracted for extraction of 30,000 
tonnes of bamboos annually at a rate of royalty 

of Rs. 5 per tonne without actrrally ascertaining 
the yielding capacity of the leased areas under 
the prescrip.tions laid down by the Forest Depart-
ment of Madhya Pradesh. When the Mills 
found the yield did not exceed even 28,000 tonnes, 
the Mills took on le'!lse additional areas at a 
higher rate of royalty of Rs. 12 per tonne for 
extraction. The Committee note that when the 
question of royalty rate on bamboo was discuss-
ed with the Government of Madhya Pradesh, the 
representatives of the Gov~rnment at. Madhya· 
Pradesh a~reed that the difficultv of Nepa, Mil1s 
would be kept in mind while fixing the royalty 
but at the same time added that the royalty of 
Rs. 12 was at a provisional rate, and a final deci-
sion in the matter was yet to be taken. The 
Committee were infonned during evidence that 
"there was. however no commitment that this 
rate would not exceed Rs. 12 pel' tonne". The 
Committee understand that for 30 years' lease 
In Vindhya Pra<1esh Region a Mill in the private 
sector is paying royalty at Rs. 6 per tonne only. 
The Committee are surprised at the dift'erential 
rates of royalty char~d bV the Madhya Pradesh 
Government one rate to the public sector plant 
and anotber to the private sector plant. The' 
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Committee would suggest that the Ministry of 
Industrial Development should take up the 
matter with the State Government of Madhya 
Pradesh to secure most favourable rates of 
royalty for the Nepa Mills so that payment of 
royalty does not become a source of burden to 
the Mills and thereby increase the cost of pro-
duction. 

The Committee are also surprised that against 
a contractual quantity of 30,000 tonnes of bam-
boos annually, the Mills could not extract even 
to the extent of 28,000 tonnes except in one year 
with the result that the Nepa Mills had to incur 
a loss of Rs. 1.94 lakhs upto 1969-70 by way of 
extra payment of royalty. The Committee sug-
gest that the Nepa Mills should make a realistic 
assessment of the yielding capacity of thE' areas 
allotted to them for bamboo extra'ction before 
entering into fresh contrctual commitments. 

The C.ommittee note that the actual consump-
tion of raw materials and chemicals varied from 
year to year and in certain years the consump-
tion was excessive. The Committee regret to 

observe that in the absence of norms. the extent 
to which there was excessive consumption of 
chemicals in the manufacture of newsprint. un-
bleached paper, etc. from year to year could not 
be worked out. The Committee note that com-
pilation of data rega.rding consumption of raw 
material has revealed that because of a number 
of variables such as moisture, quality of wood, 
etc. it has not been found possible to work out 
a. working norm. While the Committee appre-
ciate the difficulties inherent in working out a 
uniform norm, they feel that if figures are com-
piled systematically these ~hould help con!';idcr-
ably, in framing the norms on realistic basis and 
of judging the performance, when the 
quality of material consumed is similar. 
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The Committee were, however, informed that 
to watch the consumption of va·rious types 
of raw materials, chemicals, etc. the mills have 
recen1jly prescribed certain norms. The Com--
mittee suggest that the Nepa Mills should persist 
in their efforts to compile data regarding con­
sumption of materials systematically and closely 
analyse them with a view to taking remedial 
measures to avoid excess consumption of raw 
materials and enemical.. The Committee also, 
suggest that the Nepa Mills should periodically 
review the norms with the data so compiled with 
the view to have a stricter check on the con-
sumption of raw material and derive full benefit 
of economies of scale, when the second paper 
machine is also commissioned. 

17. 4.50. The Committee note the various steps be-
ing taken by the N~pa Mills to ensure weigh-
ment of material through weigh bridges nnd' 
meters at the different stages of receipt and' 
supply of material. The Committee need ha.rdly 
emphasise the importance. of maintaining proper 
aacounts of materials either raw or finished at· 
different stages for purposes of accurate costing 
and ensuring economic use of raw materials in, 
the interest of efficiency. The Committee hope 
and trust that all the measures enumerated by' 
the Ministry in their note would be strictly' 
observed both by the Manggement and the field-
staff. 

18. 5.4. The Committee note that the inventory of' 
raw materials and stores in terms of months' 
consumption hal risen from 6.7 in 1969-70 to 11 
in 1970-71 and has slightly come down to 10.9 in 
1971-72. The Committee were informed that 
norms of inventory holding have been prescribed' 
only from the years 1971-72 and 1972-73 and' 
generally inventories have remained at foUr 
months cost of production. The Committee are 

, surprised .to find ~at not only no effective steps' 
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have so far been taken to fix norms for 
the consumption of raw materials and stores, but 
the Mills have adopted an unusual method of 
regulating the inventories with reference to cost 
of production, which itself has been varying 
from time to time. The Committee would, there-
fore, recommend that the Nepa Mills should 
immediately take steps to assess their minimum 
requirements of stores and raw materials con-
sistent with their needs of production and fix 
appropriate levels of inventory on a scientific 
basis taking into account the lead time required 
for ~he procurement of the materials. 

The Committee note that out of stores of 
the total value of Rs. 125.35 lakhs at the end of 
March, 1972 stores valued at Rs. 5.91 lakhs did 
not move for the period b~tween 1 to 2 years 
and those valued at Rs. 38.96 lakhs for 2 years 
and over .and that 'Surplus stores to the extent 
of Rs. 2.42 lakhs were awaiting disposal. The 
Committee also note that. the reasons for accu-
mulation of such surplus were (i) change over 
of specification of material (ii) slight excess 
purchases to the actual requirements and (iii) 
discontinuance of certain process etc. The 
Committee are surprised that the Mills had been 
accumulating the' non-moving stores even after 
the Mills had changed the processes and specifi-
cst:on of materials. The Committee would sug-
gest that the Mills should immediately under-
take a review of all the non-movtng items and 
take action for the disposal of surplus items by 
notifying through the Bureau of Public Enter-
prises and intimating other Public Under-
takings. 

The Committee note that in June, 1968. the 
Nepa Mills had to import 4750 tons of unbleach-

ed sulphate pulp .nd 2500 tons of mechanical 
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ground wood pulp under U.S. Aid Plan through 
Mjs.G. Williams, agents of Mis. Interasia Inc. 
New York and 2500 mechancial groundwood pulp 
from M!s. Sterling International. The Commit-
tee also note that under U. S. Air Plan the 
supplies of unbleached sulphite pulp and mecha-
nical groundwood pulp were to be made in U.S. 
and Indian Vessels in the ratio 60:40 and that 

cargo supplied to Indian Government by Indian 
Flagships would be charged at a concessional 
rate (normal rate less 25 per cent rebate). The 
Committee note that although the suppliers ship-
ped all the consignment by Indian Vessels, the 
Mills had to pay extra freight charges amount-
ing to Rs. 7.93 lakhs in foreign exchange (Rs. 
2.17 lakhs to MIs. Sterling International and 
Rs. 5.76 lakhs to MIs. G. Williams) on account 
of non-insertion of break-up of cost and freight 
charges in the purchase order aOO also note that 
the Mills had to lose a sum of Rs. 21.478 in 
foreign exr.hange from the local representatives 
of one of the firms on account of freight charges 
as compared to the actual charges paid by the 
firm to the Shipping Corporation of India. The 
Committee regret to observe that on account of 
failure on the part of the Mills in not having 
obtained the break-up of cost and freight char-
ges and imerted them in the purchase order, the 
Mills had been put to a loss of Rs. 7.93 lakhs In 
foreign exchange. The Committee are surprised 
that while the Nepa Mills had initiated legal 
action in the case of one of the firms, they had 
not taken similar action in the case of the other 
ftrm and lost their claim for refund of Rs. 2.17 
lakhs. 

The Committee are much concerned with the 
indifferent way in whfch the Nepa Mills had 
handled the entire transaction and entered into 
defective purchase agreements with foreign 
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firms. The Committee recommend that Govern-
ment should ensure that the terms of contract 
are precise and definite without any room for 
misconstruction and ambiguity therein and sug-
gest that Government should arrange to fix res- ~ 
ponsibility for this serious lapse leading to the 1 
huge loss of valuable foreign exchange. 

The Committee would also like that the l 

Shipping Corporation of India-a Public Under-
taking, should also notify from time to time, if 
it is not already doing so, the changes in the , 
Shipping freight rates all over the world to the ,: 
Public Undertakin~l' for their information and 
guidance to avoid Public Un~ertakings entering , 
such costly commitments in future. ~ 

The Committee note that equity capital of 
Rs. 494.52 lakhs has practically remained un-' 
changed since 1965-66 except for a margint[' 

increase during the period from 1960-61 to 196! 
66 raising the equity capital from Rs. 494.51 lak] 
to IU;. 494.52 lakhs. On the other hand, the U1 

secured loans obtained from Government ('I 

India have steadily increased from Rs. 25 lakhs- i 
in 1966-67 to Rs. 577.63 lakhs at the end of i 
1971-72. The debt equity ratio. became 1 :1.4~ 
against the accepted ratio of 1:1. 

The Committee regret to note that though 
the Company took up the reorganisation of 
cRpital structure with the Government of India 
as far back as in Augu'St, 1970, the Government 
of India have not so far taken a decision in the 
matter. Tbe Committee hope that Government 
will take immediate steps to settle the reorga-
nisation of the capital structure so that the 
burden on the Company for payment of higher 
interest charges whlcl, has bearin.1l on the cost 
of newsprint, is reduced. 
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6.22. The Committee rw1e that the Mills have 

8.30. 

been approaching the :Government of India for 
the revision of selling tlrtce of newsprint and the 
Government of India took considerable time to 
grant an ad hoc increase of Rs. 50 per tonne in 
May, 1968 which brought the price to 
Rs. 1100 per tonne when the cost of the im-
ported newsprint was Rs. 1,243 per tonne. When 
the Nepa Mills again approached the Govern-
ment of India in April,. 1969 for a further in-
crease it was only in Sep~mber, 1971 that the 
Government of India raised the selling price to 
Rs. 1362 per tonne which ",as almost the same 
as the imported price, after a lapse of two years 
apparently after the matter was raised through 
the Audit Report (July. 1971). The Committee 
regret to observe that there was hardly any 
justification in compelling the Nepa Mills to 
continue to sell the newsprint at less than the 
imported price in the intervening period es-
pecially when they were running at a loss. The 
Committee would like Government to evolve 
suitable guidelines for fixing the price of an 
essential commodity like newsprint keeping in 
view the overall interest of the public as well 
al the public undertaking. They need hardly 
point out that the Cost Accounts Organisation of 
the Ministry of Finance should be effectively 
used for this purpose. The Committee would 
also like to stress that concerted measures should 
be taken by Nepa Muls to bring down the east 
of produetfon by putting to full use the installed 
capaclty and taking the necessary measures to 
effect economy in materials and processes and 
in general by stepping up productivity. 

The Committee regret to note that no deft-
nlte agreement had so far been entered into with 
Madhya Pradesh Eleetricity Board for the 
rf!4Uitemetfts of pt)'Werand steam. The 
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Committee were informed that the demand 
of steam Was based on the ,l·verage con-
sumption of steam on old mill and the 
standard practice in the paper industry. 
Although a draft agreement was prepared on the 
6th December, 1967 and new tariff schedule effec-
tive from the 1st August, '1968, the draft agree-
ment had not taken into account the realistic 
requirement of steam with the result that the 
Mills had to incur an extra expenditure of Rs. 
24.62 lakhs towatds payment to Madhya 
Pradesh Electricity Board. The Committee sug-
·gest that the Mills/Ministry should take 
immediate steps to work out the minimum re-
quirements of steam on a rea.listic basis based 
on the experience of the worki.o-:g of two machines 
and finalise the agreement with Madhya 
Pradesh Electricity Board. The Committee need 
hardly emphasise the importance of expeditious 
settlement with the State Government of the 
issues which vitally affect the working results of 
the Mills and entering into contract for a more 
realistic demand for steam. The Committee 
would also suggest that the Ministry should U!le 
their good offices with the Madhya Pradesh 
Government for an adjustment of the amounts 
so fa.r over-paid in the absence of definite agree-
ment wit.h the Madhya Pradesh Electricity 
Board. 

The Committee also note that the Mills are 
already negotiating with Madhya Pradesh 
Electricity Board ~.bout the purchase of a power 
station for the Mills. The Committee would like 
that, before a decision is taken in the matter, 
the economics of utilisation of power and steam 
through this power station should be carefully 
gone into to ensure that these do not unneces'3ari-
ly add to the cost of production. 

The Committee note that although the 
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shipment arrived at the port on the 9th May, 
1969, the consignmer..ts were cleared between 
the 30th May and 3rd June" 1969 -resulting .in 
payment of demurrage charges to the extent of 
Rs. 60,002. The Committee feel that, had the 
Nepa Mills taken timely action to clear the con-
signments on indemnity bond earlier, such a 
heavy payment of demurrage charges could 
have been avoided. The Commitee note that the 
matter is still pending advice from the Economic 
Adviser of the Government of India on the 4ues· 
tion of recovery of charges from the firm. The 
Committee are unable to appreciate the leisure-
ly manner in which the whole matter has been 
dealt with and hope that the matter would be 
settled without further delay. 

27. 6.41. The Committee note that on the suggestion 
of Audit the Nepa Mills have amended the 
scope and functions of kternal audit. The 
Committee would like to stress that the com-
ments of Audit should receive serious considera-
tion at all levels and necessary follow up action 
should be taken in each case promptly. 

28. 7.6. The Committee note that effluent from the 
Mills is being drained straight into the river 
Tapti thrQugh a 15,000 feet long open channel 
which created pollution problems, whenever the 
flow of river was low. The Committee were 
informed that it was only recently that a 
scheme costing Rs. 52 lakhs for effluent treat-
ment has been approved and a pilot plant 1. 
proposed to be set up in this connection. The 
Committee feel quite concerned that because of 
the delay in tackling the pollution problem, the 
Mills are required to pay, according to the jud-
gement of the Civil Court, compensation at the 
rate of Rs. 1.25 lakhs per year to the Municipa-
lity of Burhanpur. The Committee are not able 
to appreciate the d~latery manner in which the 
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pollution problem has been handled by the Mills. 
Although the Mills are geing in appeal against 
the judgement, the Committee feel that the 
Mills should have tackled this social problem 
even at the initial stages and in any case before 
the scheme for expansion was considered. The 
Committee feel that Public Undertakings should 
set a model in resolving such problems and 
should not be a contributory factor towards pol-
lution of environments. As it is a health hazard, 
the Committee would like that Nepa Mills would 
view this matter seriously and evolve effective 
and economic solution on permanent basis. 

The Committee are firmly of the view that 
9 concerted effort is required to be made in the 
matter of identifying the best source of pulp 
available In India for tnanufacture of newsptlnt 
as also to develop suitable varieties of forests 
which would provide. the essential raw material 
for manufacture of newsprint of reqUisite qua-
UtV. The Committee suggest that there should 
be a close liaison between the Ministry of Indus-
trial Development and the. Forest Research In-
stitute. The Committee stress that the perspec-
tive plan for reaching self-relianee in this cru-
cial sector should be drawn up and implemented 
110 as to be able to produce newsprint of the re-
quisite quality and quantity to meet the coun-
try's entire requirements before the end of the 
Sixth Five Year Plan. 

MGIPND-LS 11-3634 LS-28-3-73-1425. 
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