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Government of Orissa

Department of Public Enterprises

Engagement of Advisors for Disinvestment of IDCOL Cement Limited (ICL) & IDCOL Ferrochrome & Alloys Limited (IFCAL)
Industrial Development Corporation of Orissa Limited (IDCOL) intends to disinvest its entire shareholding in IDCOL Cement Limited (ICL) and IDCOL Ferrochrome & Alloys Limited (IFCAL). Expression of Interest is invited by 5 PM on 7th September 2002 for engaging Advisors to advise and manage the disinvestment process successfully.  Expression of Interest for ICL & IFCAL must be submitted separately. For further details, the interested parties may visit Government of Orissa’s website http://orissagov.nic.in/pe/pe.htm / www.idcorissa.com or contact Shri C. V. Mahadev Rao, Adam Smith Institute, 1295, Forest Park, Bhubaneswar-751 009 Telephone Nos: (0674) 536550, 534495, 535478 Fax No: (0674) 535479 E-mail: asi_orissa@satyam.net.in.

Further Details

Government of Orissa (GoO)

Department for Public Enterprises
Industrial Development Corporation of Orissa Limited (IDCOL) is GoO owned holding company incorporated to add value to the vast mineral resources available within the state and to create employment opportunities. IDCOL has three operating divisions and eleven subsidiaries. For details on ICL and IFCAL, refer to Annexe A & B.

The responsibilities of the Advisors would involve, inter alia, cover rendering of advice and assisting Government of Orissa in the disinvestment of IDCOL’s shareholding in ICL and IFCAL, suggesting measures to enhance sales value, preparing a detailed Information Memorandum, marketing of the offer, inviting and evaluating the bids, assisting during the negotiation with prospective buyers, drawing up the sale/other agreements and advising on post sale matters including accounting and tax matters. During this process, they will be assisted by Adam Smith Institute, the Advisers to Public Enterprise Reforms Programme, Government of Orissa.  Valuation of ICL and IFCAL has been carried out separately. The advisors will assist GoO in determining  ‘reserve price’ for sale of ICL & IFCAL on the basis of the valuation reports.  

Reputed Merchant / Investment Banks, Consulting firms and Financial Institutions with expertise in privatisation / strategic sale may submit their Expression of Interests separately for disinvestment of IDCOL Cement Limited (ICL) & IDCOL Ferrochrome & Alloys Limited (IFCAL) by 5 PM  on 7th September 2002 with the following details:

1. Full particulars of the company/ consortium, ownership and main business activities. In case of consortium bids, the particulars of the coordinating firm having the principal responsibility for the mandate as well as those of other partners must be stated. In case of consortium bids, each partner should individually meet the requisite criteria.

2. Unabridged Annual Reports and audited financial accounts for the last three years (in case of consortium, of all the partners).

3. Details of pending litigation and contingent liabilities, if any, that could affect the performance of the bidder under the mandate, as also details of any past conviction and pending litigation against sponsors/partners and any area of possible conflicts of interest.

Note: The above particulars should be provided year-wise (wherever applicable) for the last three years.

Government of India has recently issued guidelines prescribing certain qualifications for Advisers (Merchant Bankers/Consulting firms) for disinvestment process. A copy of the guidelines (OM No.6/4/2001 - DD-II dated 13th July, 2001) is enclosed as Appendix C. You are requested to carefully go through the guidelines and after satisfying yourself that you are qualified to act as Merchant Bankers/Consultants, furnish the following certificate as a part of the proposal.

"We certify that there has been no conviction by a Court of Law or indictment/adverse order by a regulatory authority for a grave offence against us or any of our sister concern. It is further certified that there is no investigation pending against our sister or us concern or the CEO, Directors/Managers/Employees of our concern or of our sister concern. It is certified that no conflict of interest exists as on date and in future if such a conflict of interest arises we will intimate the Directorate of Disinvestment of the same". 

The short listed bidders are required to demonstrate their credentials before an Inter-Departmental Committee through a presentation covering the areas/criteria listed below, and to bring along 10 copies of the presentation;

1. Presence in India, including number of offices, manpower, funds deployed, period etc and the level of commitment;

2. Global experience;

3. Privatisation experience;

4. Details of similar transaction (Government, quasi-government and private sector, separately) executed/under execution by the bidder in a similar industry. This should cover the role played by the bidder in deal structuring, valuations, transaction marketing, preparation of information and sale memorandum, shareholders agreement etc and bid evaluation and negotiations.

5. Experience in capital market transactions (both equity and debt) in the government, quasi-government and private sectors, separately, indicating the number of deals executed and quantum of funds raised;

6. Expertise, including research coverage and capabilities in cement and Ferro-alloys and related industries and an understanding of ICL & IFCAL including a SWOT analysis incorporating key selling points and limitations;

7. Proposed methodologies of the Disinvestment transaction indicating the issues involved, including;

a. Transaction structuring;

b. Marketing strategy;

c. Bid Evaluation methodology

d. Tentative timeframe;

8. Details of deal team

a. Experience and qualifications;

b. Team members located abroad;

c. Team members located in India

The presentation by the shortlisted bidders will take place before the Inter-Departmental Committee. The date, time and venue for the presentation will be communicated later.

The bidders are required to submit at the time of presentation, sealed financial bids incorporating the fee chargeable as a percentage of the sale proceeds from the disinvestment of IDCOL’s stake in ICL & IFCAL, gross of all taxes (success fee). The bid should be unconditional.

Expenditure on account of fees to legal/accounting or any other consultant if appointed by Department of Public Enterprises/Industries Department should not be included in the financial bid.

The travel related expenses and all the other expenses including those related to due diligence would have to be borne by the Advisor (Merchant Banker/Consulting Firm).

The financial bid should also indicate a lump sum amount to be charged as drop dead fee, which would be payable if the Industries Department wants to call-off the transaction or if the disinvestment is not upto the satisfaction of GoO.

Financial bids of only such bidders as are pre-qualified by the Inter-Departmental Committee shall be opened and the bidder having lowest success fee shall be recommended for selection.

Expression of Interest should be sent separately for IDCOL Cement Limited (ICL) and IDCOL Ferrochrome & Alloys Limited (IFCAL) by 5 PM on 30th August 2002 in sealed envelopes super scribing “EoI for Disinvestment of ICL” and “EoI for Disinvestment of IFCAL” to the address below:

Adam Smith Institute, 1295, Forest Park, Bhubaneswar-751 009, Tel: (0674) 536550, 534495, 535478, Fax: (0674) 535479, E-mail: asi_Orissa@satyam.net.in. EoIs submitted through facsimile and/or e-mail will not be entertained.

For further details regarding ICL and IFCAL, interested bidders may contact Sri Arabinda Acharya, Company Secretary, IDCOL, Bhubaneswar, Orissa. Phone: (0674) 530626 Fax: (0674) 531412 E-mail: idcorissa@hotmail.com 
The Department of Public Enterprises/Industries Department, Government of Orissa reserves the sole right to reject any or all Expressions of interest without assigning any reasons thereof.

Annexe: A

IDCOL Cement Limited  (ICL) 

ICL was incorporated in the year 1993 as a separate subsidiary company  to take over  the erstwhile Hira Cement Works (HCW), then a division of IDCOL. HCW was established in 1968 to add value to the limestone reserves situated along the banks of Mahanadi river. At present, the shareholding pattern of ICL is in the ratio of 72:28 between GoO through IDCOL and UTI. The plant is located at Bardol, in the district of Baragarh, about 10 kms from NH 6 connecting Kolkata & Mumbai.

The installed capacity of ICL is 0.96 mtp based on dry process technology. It produces OPC in the grades of 33, 43 and 53 and also Portland slag cement in grade 33. The product is sold under the brand name of ‘IDCOL Cement’. ICL has a market share of 0.4%nationally and the cement is predominantly sold in Orissa and other eastern Indian states, where its market share varies from 20 to 22%.

ICL operates two limestone mines at Dungri and Beherabanjipali under lease from state government. The Dungri limestone quarry is situated at 43 kms from the plant site and it is connected to the plant through a broad gauge railway line. ICL owns and operates the transport infrastructure. Beherabanjipali limestone mine is also situated near the same railway line.

ICL was under BIFR till the year 2000-2001, when under a BIFR sanctioned rehabilitation scheme, IDCOL squared off the liabilities of various financial institutions through one-time-settlement. 

ICL was given ISO-9002 certificate by TUV (India) Pvt Ltd in the year 1998 for a period of three years, which has been subsequently renewed. 

ICL sources its power requirement from the Grid and it falls under WESCO, the privatised distribution company operating in western Orissa. ICL has a contract demand of 17 MVA.

ICL has around 972 people in all categories both in the factory and the mines. It is headed by an Executive Director, who in turn reports to the Chairman cum Managing Director of IDCOL. Besides, there are some contract labourers in the Dungri mines and at the works. A VRS scheme is being offered to the employees of ICL as part of cost saving measures. ICL extends,  in addition to all statutory benefits to the employees, accommodation facilities both at plant and at the mines and also supports some educational institutions for benefit of employees.

The consolidated financial information for the year ending March 2002 is as follows

(Figures in Rs Crores)

Description
2002
2001
2000
1999

Gross Block
222.76
222.32
221.92
223.28

Net Block
148.54
158.96
169.43
181.41

CWIP
0.33
0.44
0.41
0.29

Net Current Assets
(5.35)
30.45
20.96
13.71

P&L (Loss)
128.18
46.88
45.66
180.12

Total
271.70
236.73
236.47
375.53

Share Capital
255.92
88.50
88.50
88.50

Loan Funds
15.78
148.23
147.97
287.03

Total
271.70
236.73
236.47
375.53

Income
162.02
164.05
265.75
145.41

Cost of Goods Sold
136.37
91.65
73.94
111.79

Overheads
51.58
26.08
15.47
13.67

Interest
46.00
2.41
2.83
51.71

Depreciation
10.49
10.51
10.46
10.42

Profit/(Loss)
(82.42)
(0.97)
134.57
(42.18)

*Figures for 2001-02 are provisional

Annexe: B

IDCOL Ferrochrome & Alloys Limited ( IFCAL) 

IFCAL, incorporated as a wholly owned subsidiary company of IDCOL, took over the erstwhile  Ferro Chrome Plant ( FCP) then a division of IDCOL, w.e.f 1st April 02. FCP was established in the year 1969. The plant is located at Jajpur Road, in the district of Jajpur, at 12 kms from NH 5 connecting Kolkata & Chennai and the rail link is just 1km from the plant. Chrome ore is sourced from Sukinda Chrome mines situated at a distance of 60 kms from the plant.

IFCAL’s business consists of mining and sale of chrome ore and manufacture, conversion and sale of High Carbon Ferro Chrome (HCFC). Ore mined at its Tailangi Chromite mines is transported and used in the plant (70 kms away) for manufacture of HCFC. It had also been manufacturing low carbon ferrochrome (LCFC) and is still capable of manufacturing this.

IFCAL had, on commissioning, an installed capacity of 12000 MT p.a. (Reduction furnace) of HCFC and 10000 MT p.a. (Slag furnace) of Low Carbon Ferro Chrome (LCFC), which are both alloys of iron and chromium and are raw materials for manufacture of stainless steel and special steel. IFCAL’s current installed capacity is 18,000 MT p.a. of HCFC. The rated capacities of the furnaces are 9 MVA and 6.5 MVA. 
The IFCAL is located near Sukinda Chrome ore reserves which account for 98% of the chrome reserves in India; IFCAL has captive Chromite mines allotted to it from GoO (Tailangi Chromite Mines) which it operates on an agency basis for GoO. The agency is being regularised shortly.

IFCAL has a 9.5 MW DG set based Captive Power Plant (CPP) run by furnace oil. The generation capacity of the DG set is capable of meeting the requirements of 9 MVA furnace. Power for the 6.5 MVA furnace has to be necessarily sourced from the Grid.

NESCO also has a separate bulk supply agreement with IFCAL for supply of power to its plant & colony at a concessional rate. Consolidated financial position of IFCAL ( erstwhile FCP) as at the end of March 2002 is given below;

( Rs. in lakh )
Description
2002
2001
2000
1999

Gross Block
3680
3679
3680
3683

Net Block
1477
1620
1764
1395

CWIP
48
47
46
32

Net Current Assets
(414)
818
1015
1291

P&L (Loss)
(4713)
(2963)
(2086)
(1859)

Total
5824
5448
4911
4577

Share Capital
5026
4652
4092
3741

Loan Funds
798
796
819
836

Total
5824
5448
4911
4577

Income
3094
4806
4446
3777

Cost of Goods Sold
3298
4278
3416
3146

Overheads
615
687
667
573

Interest
562
502
446
456

Depreciation
143
144
144
251

Profit/(Loss)
(1524)
(805)
(227)
(649)

Annexe: C 

No.6/4/2001-DD-II, Government of India, Department of Disinvestment, Block 14, CGO Complex, New Delhi. , Dated 13th July 2001. 

OFFICE MEMORANDUM

Subject: Guidelines for qualification of Advisors for disinvestment process 

Government has examined the issue of framing comprehensive and transparent guidelines defining the criteria for selection of Advisors, so that the parties selected through competitive bidding inspire public confidence. Earlier, a set of criteria like sector experience, knowledge, commitment etc. used to be prescribed. Based on experience and in consultation with concerned departments, Government has decided to prescribe the following additional criteria for the qualification / disqualification of the parties to act as Advisors to the Government for the disinvestment transactions: - 

a. Any conviction by a Court of Law or indictment / adverse order by a regulatory authority for a grave offence against the Advising concern or its sister concern would constitute a disqualification. Grave offence would be defined to be of such a nature that it outrages the moral sense of the community. The decision in regard to the nature of offence would be taken on a case-to-case basis after considering the facts of the case and relevant legal principles by the Government. Similarly, the decision in regard to the relationship between the sister concerns would be taken, based on relevant facts and after examining whether the two concerns are substantially controlled by the same person/persons.

b. In case such a disqualification takes place, after the entity has already been appointed as Advisor, the party would be under an obligation to withdraw voluntarily from the disinvestment process, failing which the Government would have the liberty to terminate the appointment / contract. 

c. Disqualification shall continue for a period that Government deem appropriate. 

d. Any entity, which is disqualified from participating in the disinvestment process, would not be allowed to remain associated with it or get associated merely because it has preferred an appeal against the order based on which it has been disqualified. The mere pendency of appeal will have no effect on the disqualification. 

a. The disqualification criteria would come into effect immediately and would apply to all the Advisors already appointed by the Government for various disinvestment transactions, which have not yet been completed.

b. Before disqualifying a concern, a Show Cause Notice why it should not disqualified would be issued to it and it would be given an opportunity to explain its position. 

c. Henceforth, these criteria will be prescribed in the advertisements seeking Expressions of Interest (EOI) from the interested parties to act as Advisor. Further, the interested parties shall be required to provide with their EOI an undertaking to the effect that no investigation by a regulatory authority is pending against them. In case any investigation is pending against the concern or its sister concern or against the CEO or any of its Directors/Managers/Employees, full details of such investigation including the name of the investigating agency, the charge/offence for which the investigation has been launched, name and designation of persons against whom the investigation has been launched and other relevant information should be disclosed, to the satisfaction of the Government. For other criteria also, similar undertaking will be obtained along with EOI. They would also have to give an undertaking that if they are disqualified as per the prescribed criteria, at any time before the transaction is completed, they would be required to inform the Government of the same and voluntarily withdraw from the assignment.

d. The interested parties would also be required to give an undertaking that there exists no conflict of interest as on the date of their appointment as Advisors in handling of the transaction and that, in future, if such a conflict of interest arises, the Advisor would immediately intimate the Government of the same. For disinvestment proposes, ‘conflict of interest’ is defined to include engaging in any activity or business by the Advisor in association with any third Party, during the engagement, which would or may be reasonably expected to, directly or indirectly, materially adversely affect the interest of Government of India or the Company (being disinvested) in relation to the transaction, and in respect of which the Advisor has or may obtain any proprietary or confidential information during the engagement, that, if known to any other client of the Advisor, could be used in any manner by such client to the material disadvantage of Government of India or the Company (being disinvested) in the transaction. The conflict of interest would be deemed to have arisen if any Advisor firm/concern, has any professional or commercial relationship with any bidding firm / concern for the same disinvestment transaction during the pendency of such transaction. In this context, both Advisor firm and bidding firm would mean the distinct and separate legal entities and would not include their sister concern, group concern or affiliates etc. The professional or commercial relationship is defined to include acting on behalf of the bidder or undertaking any assignment for the bidder of any nature, whether or not directly related to disinvestment transaction. 

On receiving information on conflict of interest, the Government would give the option to the Advisor to either eliminate the conflict of interest within a stipulated time or withdraw from the transaction and the Advisor would be required to act accordingly, failing which Government would have the liberty to terminate the appointment/contract. 
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