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INTRODUCfION 

I, the Chairman, Committee on Public Undertakings having been 
authorised by the Committee to present the Report on their behalf. 
prescnt this 4th Report on Action Taken by Government on the 
recommendations contained in the Forty-sixth Report of the Committee on 
Public Undertakinp (Tenth Lok Sabha) on Hindustan Oraanic Chemicals 
Umitcd. 

2. The Forty-sixth Report of the Committee on Public Undertakings was 
presented to Lok Sabha on 22 December. 1995. Replies of the Govern-
ment to all the recommendations contained in the Report were received on 
24th September. 1996. The Committee on Public Undertakings considered 
and adopted this report at their sitting held on 27th February. 1997. 

3. An analysis of tbe Action TakC1l by the Govemment on the 
recommendations contained in the 46th Report (Tenth Lok Sabha) of the 
Committee is Jiven in Appendix-n. 

NEW DELHI; 
17 March, 1997 

26 Phalguna, J9J8(S) 

(v) 

O. VENKAT SWAMY. 
Chairman, 

Committee on Public Underltlkin, •. 



CHAPTER I 

REPORT 

The Report of the Comnlittee deals with the action taken by 
Government on the recommendations contained in the Forty-sixth Report 
(Tenth Lol<. Sabha) of thc Committee on Public Undertnkings (1995-96) on 
Hindustan Orgnnic Chemicals Limited which was presented to Lok Sabha 
on 22nd December. 1995. 

2. Action Taken J1{ltcS have been received from Government in respect 
of all 22 recommcndations contained in the Report. These have been 
catcgorised as follows:-

(i) Recommendations/Observations that have heen accepted by 
Government:-
SI. Nos. 4, 5, 7, 8, 9, 10. 12. 13, IS, 17, 20 & 21. 

(ii) Recommendations/Observations which the Committee do not 
desire to pursue in view of Government's replies:-
SI. Nos. ]] and 14. 

(iii) Rccommendations/Observations in respect of which replies of 
Government have not been accepted by the Committee:-
SI. Nos. 1. 2, 18 & 22. 

(iv) Recommendations/Observations in rcspeet of which final rcplies of 
Government arc still awaitcd:-
SI. Nos. 3, 6, 16 and 19. 

3. The Committee desl~ that Rnal replies in respect of ret:omnlendatloaa 
for which ooly Interim replies bave been given by Govuomeot should be 
furnished to the Committee expeditiously. 

4. The Committee will now deal with the action taken by Government 
on some of the rccommendations. 

A. Delay In Signing of MOU 
(Recommendallon SI. No.1) 

5. The Committee had noted that while the MOU for thc year 1994-95 
was signed on 19th July, 1994, the MOU for the year 1995-96 was signed 
on 10th October, 1995. The Committec were of the firm opinion that dclay 
in signing of thc MOU definitely hampered the spirit of MOU and 
defeated its very purpose and had desired that necessary steps be taken to 
evolve a systcm by which MOU is expedited and signed well before the 
beginning of the financial year. 
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6. In their reply. the Ministry have stated that the issue has been 
referred to Department of Public Enterpriscs (OPE)" The practice in such 
cases has been that once the draft MOV submitted by the Company is 
discus. .. ed by the Ad/lOc Task Force members with the Company and the 
concerned Ministry officials. lIction on the said MOU is initiatcd evcn 
before the formal signing of the MOV. The Ministry have further stated 
that the draft MOV for 1996-97 WIlS discus. .. ed with the ATF Members on 
22nd March. 1996 and the draft as desired by the ATF members was 
submitted to OPE for c1carance on 25th March. 1996. The Department of 
Public Enterprises vide·their letter dated 11.9.96 have informed that 
Draft MOV has been approved by the High Powered Committee. The 
MOV was finally signed on 7th October, 1996. 

7. The CCmlmillCC! regrel to nole that Insplte of their recommeDdaUon 
ror timely sigllillg of MOU, Ihe MOU for Ihe year 1996-97 was liped IIx 
months .rter the beglnlling nr the nnandal yor. Althoulh, the MOU for 
Ihe year 1996-97 hud hl'C.'n scnt 10 DPE ror c1earante on 25th March, 1996 
was tin ally c1eare" 011 Illh September, 1996 and signed on 7th October, 
1996. The reaSnns ror sucla delay in Illnlnl the MOU are not 
understandable to the Committee. The Committee desire thai this delay 'of 
aboul 6 monlhs in the ~partlDent or Public: Enterprises should be 
1IIIIIIysc. ... and reiterate their earlier rec:ommelldatlctn that lultahle mealurea 
be taken tn a"nld such delays In future. 

B. Mld-lerm appraisal of MOU 
(Rec:omm~lIdati.m SI. No.2) 

8. On a suggestion made by HOCL which was also endotsed by the 
Ministry. the Committee had recommended that the present system of 
MOU should be examined indepth by Government and if found 
advantageous. a provision for mid-term review of the MOU should be 
made in order to consider the effect of external forces and to modify the 
targets if nccesslIry 50 that 0 realistic assessment of the performance of 
the company was pos.\ible. 

9. The Government have stated in their reply that the mid-term 
appraisal of the MOU targets is undertaken by the Government when the 
performance, of. the company is reviewed in the review meetings which 
arc held periodically. At the end of a year 'the performance of the 
company is also evaluated by the Adhoc Task Force (A TF) against the 
targets sct forth in the MOU. The A TF duly takes into consideration the 
effects of external forces on the company's performance before awarding 
overall rating to the company. Thcrefore. the modification of the present 

•. AI Iho: lilllc l,f faclI1111 venficillion Ihe Mini~lr)' havc lIaled Ihal Ihe)' have rcwiveci a 
cl)mlllllnicntion fwm DPE which pt'elICrihe, the guidelines for timel), lisning of MOU for 
the years 1997·98 and 1IIl)II·lJl). Mini~lry (If Chemicals and Fenlllzen (Dcpn. of Cllcmlcll. 
Rnd Petrochemicals O.M. No. SI/I5J94.Ch. III) daled 41h March, 1997. 
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system of MOU to provide for mid-term review of the tariets is not 
considered necessary as review of MOUs are being done periodically. 

10. The Committee are not satisfied with the reply furnished by 
Government. As per the present system the MOU targets are appraised in 
the periodic review meetlnll and there il no mid term adjustment in the 
MOU itself. Although the effects of the external forces on the company's 
performanre are taken into account while awardinl the over-all ratlnl of 
the . ~ompan)' at the end' of the year, there is no mechanism for takinl 
corrective action durin. the year. Besides, It were the Ministry themselves 
who bad a&reed thad a mid-term review of the MOU would enable tbe 
company to take corrective action II well .. to alSeSl the future 
performance in a more realistic way since the domestic and International 
market was or dynamic: nature. It is lurprisinl now that the mid-term 
review of MOU is not considered De4:ell8ry simply because the performance 
of the company Is reviewed by Government periodically. The Committee, 
therefore, reiterate that the maUer should he examined indepth with a view 
to findlnl. out the desirability of pr.»viding for a mid-term review of the 
MOU 10 that timely corrective aclloll could be taken and the performance 
of the company assessed in the more realistic way. 

C. Raisinl of ceiling for. approval of Dew schemes/projects 
(Recommendation SI. No.3) 

11. The Committee had noted that the Board of Directors of the 
Company could approve new schemes/projects costing upto Rs. 50.00 
crorcs. HOCL had suggcsted that since the limit was fixed by the 
Govcrnment in 1988-89 and since then there had been considerable change 
in business environment. this limit should be raised to the level of Rs. 150-
200 crores. The Committee had recommended that the matter should be 
taken up with the Departmcnt of Public Entcrprises at the earliest with a 
view to get the ceiling for approval of investment by the Board of 
Directors raised expeditiously. 

12. In their reply. the Ministry have stated that1he matter is reportedly 
under active consideration of the Government in the Ministry of Finance. 

13. The COqlmittee are concerned to note the undue Ionl delay in taklq 
a decision In the matter or nlslng the celllng for approyal of the Investment 
by the Board of Directors. Thoup more than one year has elapsed when 
the Committee had presented the Report and liven their recommendations, 
matter Is stili pendlnl at consideration stale. The Committee strOBlly 
recommend the Government to take a decision in the matter without any 
further delay and Inform the Committee accordingly. 



D. Rerating or Capacities 
(Rft:ommendatictn SI. No.6) 

14. The Committee were constrained 10 observe that though the 
Company had realised the need for uprating the capacities in some plants 
in 1979, it did not take any action in this regard. The Committcc had 
desired that the study by FACT Engincering and Design Organisation 
(FEDO) should be completed early and necessary action touprate the 
capacities for the remaining plants taken at the earliest. 

15. In their reply. the Government have stated that FEDO Repon has 
since becn received by them and the same is being eonsidcred and after 
due deliberation and discussion, a decision will be taken for rcrating of 
eapacitics wherever recommended. HOCL has been directed to 
expeditiously examine the recommendations of FEDO and t8ke decision 
thereafter quickly. 

16. According to Audit. Ws FEDO's final report was received by the 
Company in June. 1996. However a final decision on rerating is yet to be 
taken by the Company. 

17. The Committee are dismayed to observe the delay In reratlnl ~ 
capacities or the planls. Thoup FEDO had submitted their report in lune, 
1996 no d~clsktn hilS Set far been tak~n In regard to upratinl of capadtiell. 
The Commlltee dl'Slre that the miller should no 10nJer be delayed and the 
r~ratinl of upacity wh~rever necessary should be done forthwith. 

E. Afceptance or Fake Bank Guarantees 
(RK-ommcndatlcm SI. No. 18) 

18. The Committee had noted that 10 out of 12 banI( guarantees 
furnished during December. 1988 to February, 1990 by a party whieh was 
purchasing the material from HOCL were fake and the bank did not 
honour the guarantees of Rs. 71.64 lakhs. A departmental inquiry was 
ordered during May 1991 to identify the shortcomings in the existing 
procedure and to fix responsibility. A criminal case for bouncing of 
cheques and a civil suit has been filed which were pending in Bombay 
High Court. The Committee had exhorted the Government to pursue the 
case vigorously. They had also desired that an independent high level 
enquiry should be conducted into the matter and responsibiiity fixed in the 
matter of aeecptaftee of guarantees. 

19. In their reply, the Government havc stated that eivil &. criminal 
cases have been filed by the company in Bombay High Court and several 
meetings were held with the solicitors for expediting decision in the cases. 
Regarding criminal cases, they had meetings with Public Prosecutor for 
expeditious hearings. In the case of acceptance of bank guarantees. The 
prescribed procedure under the existing system was being followed. 

20. The Committee had recommended an Independent hlp level enquiry 
'into the matter of acceptance of rake ban" luarantees and fixing or 
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respcmslbillty. However ,tMY are constrained to observe tba' no 
responsibility bas been fixed tUi now in the matter and it bas simply been 
stated that the prescribed prCN:edure under the exlstlnl .ystem was MIni 
rollowed. Tbe Committee deprecate such casual approach of Government In 
implementation of their recommendations and reiterate that an independent 
hllh level .. qulry should be eonduded into the matter and responsibility 
nxed on tM otrk~rs concerned for act"epting fake bank parantees. They 
would like to be apprised of the actkm taken In this recard within a period 
or three month.. They would allO like le» reiterate that the cases pendinK In 
Bombay Hllh Court should be vigorously pursued. 

F. Award of contracts to Rasayanl Employees' Engineering Company 
(Recommendation SI. No. 11) 

21. The Committee had noted that the contract for maintenance work of 
Sulphuric Acid Plant during the plant shut down period in October and 
November. 1985. was awarded to a company floated by the Employees 
Union of the company viz. Rasayani Employees' Engineering Company 
(REEC) though the bids of two other purties were lower than REEC. The 
reason advanced by the company for this act was that the two parties 
lacked experience in this specialised job. The Committee did not agree 
with this contention of the company because REEC had no workshop or 
establishment. Moreover the formation ,of REEC itself was against the 
rules of the company. The Committee had desired that an enquiry be 
conducted into the whole matter and responsibility fixed on the officials 
responsible for awarding the contract to a company whose formation itself 
was improper as well as against the employees who had formed the 
company against the prevalent rules. 

22. In their reply. the Ministry have stated that noticc for dissolving 
Ws REEC has already been issued by the company. and the matter is 
being pursued with the company. 

23. The Committee are not at .11 satisfted with the reply of the 
Government. They are surprised to nnd that thoulh tM Committee had 
desired that an enquiry should be t'Onduded Into the whole matter and 
responsibility Dxed, 'the Ministry have iimply furnished a one line reply that 
notice ror dlssoivlng MIs REEC bas already been Issued. Neither REEC has 
been dissolved 10 far nor any ellqulry hilS heen conducted into the matter or 
formll'llon of a company by the employees of the company themselves 
alalnst the prevalent rules and the award of contract to sucb company. The 
Committee expect the Government to consider their recommendations 
seriously. They would like to relterate that an enquiry should be conducted 
Into the whole matter and the Committee be Informed of the outcome or the 
enquiry within a period of three m(mths. 



CHAPTER II 

RECOMMENDATIONS THA T HA VE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation SI. No. 4 (Paragraph NOI. 1.15, 1.16, 1.17) 
The Committee have been informed by HOCL that it had prepared a 

Corporate Long Range Plan for the period 1976 to 1989. However, 
according to the Ministry of the Corporate Plan of HOCL cannot be said 
to be a corporate plan as such, but an approach paper since it did not 
identify specific targets. The Committee deprecate the in.action on the part 
of thc company in not preparing a Corporate Plan even though the 
Department of Public Enterprises had issued guidelines in this regard as 
early as in 1974. Even the so called Corporate Plan was not submitted to 
the Government for its review. The Committee are very much concerned 
to find that the Ministry also did not ask the Company at any stagr; to 
prepare the full fledged Corporate Plan and fix specific goals and targets. 
They are unable to understand how in the absence of targets, the Ministry 
was able to judge the performance of the Company during these years. 
The Committee strongly deprecate this apathetical attitude of the 
CompanylMinistry and desire that the preparation of Corporate Plan in 
future should be given the attention it deserves. 

Reply of the Government 

The Corporate Plan prepared by the Company covering the period 
1976-89 was morc of an approach paper because the Company used to co-
relate its plans covering host of projects for implementation purposes, with 
the Five Year Plans of the Government for which specific formats used to 
1Sc prescribed by the Government from time to time. Even the plan 
discussions held by the Government with the Company are based on the 
Five Year Plan documents. The performance is monitored by the Ministry 
with reference to such plan documents every year during Annual Plan 
discussions and even mid-tc;rm reviews are undertaken to review the 
progress on projects and other details. Therefore', there is a system in 
Government to review the performance of the Company against the 
committed targets. 

Vetlinl remarks of C " AG 
Apart from rcvicw of the performance of the Company against the 

committed targets by the Ministry with reference to five year plan targeta 
the company has to prepare Corporate Long Range Plan, allo to identify 
specific targets. The Corporate Plan for 1997-98 to 2001-02 has been' 
approved by Board of Directors in June, 1995. 

6 
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'Reply of the Govel'lUDeat on C " AG'a velt"" remarks 

No comments. 

(Deptt. of Chemicals &. Petrochemicals O.M. No. SVlSI94·Ch. III. 
dt. 24.9.96) 

Recomlllead.tlon No. 5 (P ..... r.ph Nos. 1.18, 1.19, 1.10, 1.11, l.ll) 

The Company is stated to have prepared a new corporate long range 
plan concerning the period 1993-2013. Though two years have already 
passed. the same has still not been approved at the Board level itself. The 
Committee do not agree with the argument advanced by the Secretary. 
Department of Chemicals &. Petrochemicals that delay in preparing the 
Corporate Plan, docs not affect the day to day working as they have done 
an exercise for the next five years in .ny case because of Five Ye.r Plan. 
The basic purpose of the preparation of Corporate Plan is defeated if its 
implementation is not taken up in time. The Committee. therefore. 
recommend that the Corporate Plan of, HOCL should be finalised without 
any further delay under intimation to them. 

Reply to the Government 
r' , 

The Corporate Plan for the Ninth Five Year Plan period as' approved by 
the Board of the Company has already been submitted' by them to the 
Government in February. 1996. The Plan document broadly indicates the 
direction in which the Company is expected to progress during the five 
years' period from 1997-98 to 2001·2002. 

Veiling remarks of C " AG 

The corporate long range Plan for 1997-98 &. 2002 has been approved at 
. 216tll Board Meeting held in June. 1995. Approval of Govt. is awaited. 

Reply or the Government on C " AG'. vellin. remarks 

Govt. approval is not rcquircd. 

(Dcptt. of Chemicals &. Petrochemicals O.M. No. 5V15,.1)4.Ch. III. 
dt. 24.9.96) 

Recommend.tlon 51. Nos. 7 (Parall"aph Nos. 1.6, 2.7,.1.8, 2.9 upto 2.18) 

Though the Company needs to produce only 22.800 MTs of Sulphuric 
Acid for its captive consumption, the capacity of the Sulphuric Acid Plant 
was increased from 30,000 TPA to 45,000 TPA in September, 1979 at a 
cost of Ri. 55.20 lakhs. The reason for increa.c;e in capacity was stated to 
be the installation of Double Contact DOUble Absorption System in order 

. to reduce 502 and SOl emissions in' the air. The Committee are at a loss to 
understand why in the original design of the plan. ecological considerations 
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were not taken into account. They. therefore. recommend that in all the 
plants to be set up in future every aspect including environmental angle as 
well lIS commercial viability of the plant should be taken into 
consideration. The Company suffered hcuvy losses on the sale of the 
excess quantity of Sulphuric Acid almost every year from 198~-86 to 
1993-94. Such losscs,during 1993-94 wcrc to the tunc of Rs. 1 crOTe. The 
Committee arc not inclined to concur with the opinion of the Secretary. 
Department of Chemicals & Petrochemicals that it woul(l bc worthwhile 
for them to produce higher quantity even if there arc los~es. According to 
the company. as a corrective !let ion Sulphuric Acid sales are now being 
made directly to consumers in preference to dealers and long term 
contractual arrangcments have been worked out witb customers. Ncedless 
to say, had these actions been taken earlier. the los5Cs on sales of exccss 
Sulphuric Acid during these years could have bee,? minimised. 'The 
Committee would also suggest that the viability of 5Ctting up some storage 
capacity, for the exccss sulphuric acid should also be examined so as to 
avoid' its sale at a IOs.Ii. 

Reply or llw Govumnenl 

HOCL has reported that in the original design of the plant in 1970. the 
pollution limits taken were as per the rules then in force. Stricter pollution 
control rules were to eome into force in 19805. According to the Company. 
it was necessary to have DCDA system to reduce 502 in stack gases. 

In the mattcr of expansion plans of plants. in all plants every aspect 
including environmental angle as wcll ~s commercial viability of the plant 
was taken into consideration. 

With the commissioning of Pha5c 1II Nitrobenzene Plant, total 
consumption of Sulphuric Acid is ahoui 9,3 MTs per day. It will increase 
further nitration capacities of Nitrotoluenc and nitrochlorobcnzene Plants. 

At present the storage capacity for Sulphuric Aeid PI .. nt is about 2500 
MTs which is equal to about 25 days' requirement. Thh~ is considered to be 
quite adequate. The inventory is being efk'ctivcly managed so as to take 
into account the availability of Sulphuric Acid for operations and sale. 

Vetting Remurks of C & AG 

No remarks. 

Reply or the (;en'crnmcnl em C " AGos VetllilK Rcmarks 

No comments. 

[(Dcptl. of Chemicills & Petrochemicals O.M. No. 51115194-Ch. III. 
dt. 24.9.96)] 



Recommendatloa No .• (Pancrapb 1.19 i.e l~) 
The Acetic Acid Anhydride Plant 'was set up in 1982-83 under a 

,uarantee for performance given by the consultants. The Committee ale 
dismayed to learn that the performance of the plant could not be proved 
and the company had to incur avoidable expenditure of Rs. 19 lakhs for its 
modification. Admittedly, the technology was defective and it was 
commercially a bad judgement. The Committee, therC!fore, desire that 
rcsponsibiiity should be fixed for this faulty decision. The Committee also 
do not agree with the contention that the non-availability of Acetaldehyde 
from the existing formaldehyde plant of HOC (as envisaged in the 
feasibility study for the Acetic acid Anhydride plant) did not result in any 
loss to the company since the Acetic acid Anhydride plant has been lying 
idle since 1992 due to non-availability of Acetaldehyde. The Committee 
would like that the loss due to this plant remaining idle should be assessed 
and intimated to them carly. They also desire that the study regarding the 
viability of restarting the Acetyl plant should be completed explditiously 
under intimation to the Committee . . 

Reply or the Government 
According to HOCL. the technology for producing Acetic Acid and 

Acetic Anhydride was proven one as these products were produced from 
the plant. However. the commercial operations of any plant largely depend 
upon the market environment and the associated costs. As the market for 
Formaldehyde was better. the production was continued instead of 
converting it into Acetaldehyde and subsequently the operations of the 
Acetyl plant was discontinued as it was not considered viable to run the 
plant. The Company would have incurred losses had it continued 
production from Acetyl Section. 

Due to changed market conditions. the Company had reeently initiated 
studies. and looked at the possibilities of restarting the plant. Accordingly, 
the plant has since been restarted. 

Vettl0l Remarks of C &: AG 

Acetic Acid and Acetic Anhydride plant has commenced Commercial 
operations from 4196. 

However the production of these two plants upto May. 1996 is as 
follows: 

Acetic Acid 
A'cetic Anhydride 

9.12 MT 
Nil 

Reply of the Government on C " AG's Vettlna Remarks 

No comments. 
[Deptt. of Chemic:als &. Petrochemicals O.M., No. SV1SI94-Ch. III. 

dt. 24.9.96] 
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·a«1 ..... No. , ' .......... N& 2.2S .. J.34) 
The Coanniltcc arc dismayed to nole that the Ktual COlI inc:urrcd 011 die 

Phenol projcc4 at CQdliD wu Rs. 95.78 crorea api_ abc ori .... 
estimated COIt.of RI. 49.33 crora. Not only that the 'project w. COIIlpleled 
(mcchanieally) in January, 1987 aad commercial prod1Ictioa .. ned only in 
March. 1988 .,ainst the oriainal schedule of JUDe, 1985. The COlt oycrrun 
hu been attributed to escalation in prices, foreipa exchange rate 
fluctuation, inadequate provisions in oripnal estimates, cxtra-compcnsation 
payable to land ownc,s and extended stay of foreip technicians due to 
extended trial runs. The extu cost on account of extended .. ay of foreip 
technicians alone amounted to US S 13.~ iakbs. Acc:ordln& to the 
Company, it has taken adequate steps for selection of ri&ht vendors and 
give them a more realistic schedule in order to avoid recurrence of such 
cost over-run and time over-run. However. the Committee are of the firm 
opinion ,that there have been lapses in project preparation and project 
monitoring which hIlS ahlo been admitted by the Ministry. They, therefore, 
recommend that the detailed analysis of the factors responsible for the 
time and cost overrun should be made expeditiously to avoid such lapsr,s in 
future: 

Reply ., the COftrnraeDt 
All the aspects of the delay had been analysed in detail and after 

satisfying that in future the Company would avoid recurrence of sueh 
delays, Government approved the Final Cost Estimates of the Phenol 
Project. 

Vellinl Remarks of C at: AG 
No remarks. 

Reply 01 the Government on C Ii AG'. Vettlnl Rnnarkl 
No comment •. 

[Dcptt. of Chemicals " Petrochemicals O.M. No. SV1Sl94-Ch. III. 
dt. ~.9.96) 

aeeollUDeD"""" No. 10 ( ... ,.. .... 'h NOI. 1.35 to 1.41) 

The Committee regret to nOte that though the phenol uait at Cochin 
which c:ommenccd productioll in'March. 1988 was to achieve 60% capacity 
in the first year. 80% capacity in the second year and 10% capacity in the 
third year onwards, the unit ach~ycd around 60% capacity utilisation in 
1988-89, 70"0 in 1989-90, 80% in 1990-91.81% in 1991-92,82% in 1992-93 
and 74% in 1993-94. The reason for lower capacity utilisation bu been 
stoted to be: that the targct cepedty utilisatioa wu determined with the 
assumption that 30% of production would be exported but the 
international market registered a dcdininl trend in the price front. Full 

. benefit of the increase in domestic market wu allo nOi available in HOC 
in the later ,can because of i'rc~ impon of phenol. The Committee desire 
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lUI ia order 10 ICbbte iuD QpIICity of Ihe plat. die CGiIIpIa, IIIoIId 
.... up die .. uf.eturc of wluc added produc:ll .. Bill pbeDoI-A ad 
VaaiDiDe wlaicb are stated 10 have lood market poICIIUI. Howc~, it wiD 
be advisable 10 make a proper market study before eaterin, into the DeW 
~ature. 

ItepIJ f1l tile Co~1 
Capacity utilisation u per tbe original plaa •• 100% from the third 
~ onwards. 11Ic ~81 for low capacity uail_1ion upto 1993-94 w. 
also Ji~n by .he Company. 

However, from the year 1994-95. the production capacity incrcucd due 
to inc:reased demand in the domestic markel and also better export 
perfomanc:e. The capacity utilisation for 1994-95 wu 94%. Durin, 1995-
96. the. Company has attained 100% capacity utilisation. 

Abo during the year 1994-95. 5243 Mts of Phenol and 886. NT, of 
Acetone were exported. During 1995-96, however. 2600 MTs of Phenol 
and *lO MTs of Acetone could be exported. 

The· Company has also exported the value added product viz .• 
Bisphenol.A to the tunc of 442 MTs (value Rs. 112 lakhs) during 1993-94 
and 272 MYs (value RI. 62 lakhs) during 1994-95. A proper market study 
is always undertaken before entering into a new venture. However. under 
dynamic market situations, fluctuations arc also be encountered. 

Veltial Remarks or CltAC 
No remarks. 

Reply of tbe Goyrrnment on CAAG's VelllDl Remarks 
No comments. 

[Dep ... of Chemicals " Petrochemicals O.M. No. 511lS44-Ch.1I1 
dt. 24.9.96] 

ReeoIDlneIldatiaa No. 12 (Panlnph Nos. 2.49 to 2.53) 
The Committee are very much concerned to note that the inventory 

holding of tbe rlw material as well as Stores cl Spares has been much in 
excess of the norms. Apinsl the norms of 15 days production for raw 
material and 180 days production for Stores .DIl Spares, the actual holding 
during the yelrs 1990-91 to 1993-94 were 23. 22, 8 and 33 days production 
for raw material and 571. 488. 718 and 670 days production for Stores and 
Spares. Obviously, such high inventory results in unnec::cuary Iockinl"P of 
funds and adversely affects the functioning of tbe company. The 
Committee. therefore. desire Ihat the inventory management in HOCL 
shOuld be reviewed and strengthened suitably. Re,., III tile Gove,.....t 

Continuous monitoring of the Inventory and takin, remedial steps hu 
resulted in reduction in the inventory levels during 1995-96. 
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FurU~r' in RasaY,ani Unit. after the installation of NCB' continuous 
di5tillation columns for Eutectic Oil commissioned in March', 1~96~ lh~ " . 
in~entory levels ha~c gone further down. ,,,, 

',',-,' ." .:' \, . 
VeUlilg remarks ur C&:AG 

No comments 

Repb ur tbe GCI\'l!rnmenl em C&AG's vellinl remarks 

No ';oomments 

(lkplt. of Chemicals & Petrochemicals O.M. No., SlIlSAJ4-Ch.1II dt. 
'., 24.9.96] 

RecominendatlCJI~ No. 13 (PanlraplI, Nos. 2.54 to 1.60) 
, ," " 

The Expenditure on R&D as compared to net sales was 0.18, 0.15 and 
0.69 during the yean '1991-92. 1992-93 and 1993-94. The Committee arc 
not happy with 'the current level of expenditure on R&D activities of 
HDCl although the Company is not cngaged in basic research for new 
rrooucts. The Committee dC5irc that the' outlay on Research & 
Development in the company should be enhanced'. Sinee Research & 
Dcvelopment .is vcry vital in a competitive market they strongly 
recommend the Government to examine the possibility, of giving tax 
benefits on R&D"cxpenditure so that the Public Undertakings may be able 
to withstand the compctition posed by multinational companies. 

Reply or the Government 

The Company has taken up the matter regarding tax benefits with the 
requisite authorities of the Government for necessary tax reliefs. The R&D 
Department has done several u5cful work resulting in substantial savings to 
the Company on a recurring basis. In order to encourage such activities, 
the COmpany has also stepped lip the expenditure on R&D considerably 50 
as to form at least about 1% of the Net, Sales of the Company. 

Vetting remllrks of CtltAG 

The R&D expenditure in 95-96 has doubled as compared to last years ie. 
94-95 as -detailed below. 

95-96 . 

5.95 

94-95 (Rs. in laths) 

2.41 

R~ply Itr l"'cGovernmenl on ClcAG's velline remlrk, 

F~l Position. No comments. 

[Deplt. of Chemicals & "'etrochemicals' O.M. No. SlIlSAJ4-Cb.l1l 
dt. 24.9_96] 
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• Remmmeiulatioa' ·No. 15 (Par ..... pb· NOI. 3.1 to 3.3) 
The Committee express concern over tbe declininJ trend in profits Of the 

company after 1991-92. Against the profit after tax o~. Rs. 33:11 crOre. 
during 1991-92, the profit earned during 1992-93 and 1993-94 wl$.Jts. 28.04 
crores, and Rs. 21.67 crores:Aithough it increased to Rs. 28.74 crores in 
1994-95, the percentage of profit after tax to net worth hal been 
consiltCIJ(1)'.~~lining from 20.82 in 1989-90 to 8.18 in 1994-95.. One of,dlc 
main rCll$Ons for declinc in profitability was stated to be that consequeat to 
the liberalisation while, the Company had to adjust i~ .Price. as a result of . 
reduction in customs duty on products manufactured by HOCL, the Prices 
of raw materials procured from the rcfi,,,eries .were -not !.~du~.d since they 
were covered under ,administered pricing. The ,Committee.,~.est that the 
issues regarding the effect of the CXp~)Tt imP9n policy of chemicals on 
HOeL and tariff rationalisation should be taken up wi~< the: Ministry of 
Finance: 

Reply of the Government 
With quite a number of effectivc measures, the Company's performance 

has been improving consistently from 1994-95 onwards. In fact, the 
Company has achieved record performance during 1995-96, posting 154'Yo 
increase in its profit, amounting to Rs. 70.12 crores as cOmpared to 
Rs. 27.66 crores durin.' 1994-9S; With the ~ommissioning of new projects, 
the Company's profitabiJity is likely to improve further during 1996-97. 

Vettlnlftmarks.or C&tAG 
The figures for 1995-96 mentioned in the reply is unaudited figur~s. As 

per the certified accounts for the year 95-96 the profit' after tax an(f prior 
period adjustment is Rs. 58.14 crores and increase in .profit· .~ 110% .. 

Reply or the Government on· C&AG'. vettllll remMl'ts 
Factual Position. No comments. 

[Deptt. of Chemicals'" Petrochemicals O.M. No. S],1.s-94-C~.tll 
dt. 24.9.96)" 

Rem.mendatloa No. 17 (Para........ Nos. 3.14 to 3.15) 
The Committee arc utonisbed to find that the company hu been giving 

heavy discounts on the sales of its products at its Ruayani and ·Cochin. 
units. The discount on the saici during thc years 199~-92 to .1993-94 ranged 
between 3.1s per cent to 11.08 percent at Rasayani' ipd .between· 6.04 at 
9.S6 percent at Cochi •. Althoulh the Company has contended that the 
discounts were given to avoid competitions from the imported material 
traded in tbe country, tbe .Committee have received an impression that 
shortaee of storage capacity and iDferior quality of products were also the 
reasons for auc:h discounts. The company is now stated to have put up. new 
tanks in Cochin and drumming capacity has been increased. Though giving 
discouDts miaht be • normal practice in .he Che~icals industry, the 
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Commhtcc an: of the opinion thlt such diIcoaatl........ be IIIIdted 10 
the bareat minimum in order to increue the profitability of die 
compoy. The Committee would, therefore, emphMiIe the need IDr 
more Itriqent quality manlscmen. ad viaOfoua martcdD& eftonI 10 
meet the challenges form the competitive market. 

Reply of the GoverDllllllt 

HOC bas cxplaiDcd that discounts ue liven to mateb the compedtor's 
price and payment te~. In ease of Rlllyani produc:u, the competitioa 
is from ioc:Il orpnillCd. and Small Scale Seeton, who belidea offorina 
disc:ountl IIKl extended unsceured credits. supply the mlterial without 
tn, beina in t.x free zones. In Coehin, the reason for offeriDa dilcouats 
is not only .atchins the local and intemational competition but to 
_tcb delivered price and also to improve the market mare in EutCl'll 
and Nortbera ZOnes, IS the Company's .artets Ire existina 
considerably in thcse resions and their compctitOl'l are vcry dOle to the 
market. However. every effort is made to reduce tbe discounts by 
opcninB more aad more GodownslStock Points at market place. 

Vettlnl remarks or C&tAG 
No remarks 

Reply of the Govenuaent on C&AG's vetdaa remarks 
No comments 

[Deptl. of Chemicals cl Petrochemicals O.M. No. S1l1.~h.1II 
dt. 24.9.96] 

R_dat1ea No. 21 (Para .... pb Nos. 3.lI to 3.44) 
The Committee note with concern that the exports of the Company 

have been Ihowinl a dedininl trcnd althoup one of the objectives in 
the long ranle conceptual corporate plan is aated to be to promote 
exports. The. pera:nt1le of exports 10 the total sale which WIS 7 duriq 
1988-89 bas been reduced to 1.25 durinS 1993-94. They expect the 
Company to maintain an uptrend in exports (RI. IS crores acbicvccl 
during 1994-9S). Howcyer, the Committee ue It a lou to undentand 
tbat thoup ICCOl:dinl 10 the Company thcy arc fOCUllinl oa more aad 
mote czpom, the M_nistry fccl otherwise. Tbe Committee arc aIIo Dot 
happy with the apathetic attitude of· the Ministry towards the Compauy. 
F~ the detailed eUlllination of the lubject, the Comnaittoc have 
rca:ivcd the impression that in every mltler, tbe Ministry havc tried· to 
wasb off tbeir hands in the ume of cbaunercial interests of the 
~pany. Thou... tbe eo...mittee fully, appreciate ~ .u;t of pvin, 
IDOl? aDd more autonomy to the Public: Soclor Companies. at the .amc 
time, the Miaistry'l moaitorina role cannot be over empbaliled aad 
particularly in this en of liberaliaation; the compeay can wi ..... aad the 
colQpctition only"" die ~uppon of the admiDiSttative lIIICbiDcry. 
ThOy, therefore, reconunend that t~ role of the Company in the matter 
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of export of ebcllieals should be dearly specified so that, it can 
CDIICCrauato ita offorts aoconIin"" 

RepIJ til tile GtmnuaeDt 

Export is part of commercial decision. Ultimately. however. the 
transactions should be commercially adYantapus to the Company. Thore 
has been threefold inercasc in exponl in 1994-95 .. compared to 1993-94. 
PrOll'?ting expons is one of the corporate objectives of the Company and 
the Ministry extends full support to the Company in achieving this 
obj"ctive. The Company has as.~urcd that deliberate efforts would be made 
to enhance exports subject to commercial advantage. 

Venlnl remarks of CII:AC 

No remarks 

Reply of the Government on C"AG's veiling remarks 

No commenls 

[beplt. of Chemicals & Petrochemicals O.M. No. S1l1Sl94-Ch. III. dt. 
24.9.96) 

Recctlumendaticm No. 21 (Para .... p.. NOI. 3.45 to 3.49) 

The Committee arc concerned to note that the Sundry debts of the 
Company are increa.~in, year after year. Not only the amount of such 
debts has increased from 70.47 crores as on 31.3.1986 10 Ra. 299.58 crores 
as on 31.3.1995 but the percentagc of debts to sale which was 6.38 as on 
31st March, 1990 has also incrca~d to 23.81 as on 31st March. 1995. A 
substantial portion of the outstanding ducs are from the public 
undertakings falling under the same administrative Ministry (Rs. 3.02 
crores as on 31.3.1995 from IDPL alonc). But it is disquieting to note that 
the Ministry have tnken the stand that as a rule thcy do not intervene in 
respect of trade dues. The ,Committee seriously deprccate' this apathetical 
attitude of the Ministry. They recommend that HOCL should streamline 
its machinery for recovery of outstandin, dues with a view to liquidate the 
dues at the earliest. The Ministry on its pan should render aU help in the 
matter wherever feasible. 

Reply vi the Government 

Commercial terms for 581c are product specific and is lal1ely dictated by 
the market situation. With a view to enhance market share. credit policy is 
devised and changed according to the needs. The Company is operatin, in 
a highly competitive business environment. The Company also maintains a 
cJose watch on the outstanding dues. There has not been an)' bad debt in 
the last four years. 

.. 
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The perccntalc of debts to sale as on 31.3.1996 has pc down to 17.72. 

Veta .... re ...... ks or cAAG 
The percent_Be of debts to sales as on 31.3.96 is 17.93% <as per certified 

accounts). 
Reply 01 the Government on CtttAG'1 veld .. remarks 

.-
Factual Position. No com.mcnts. 

(Deptt. of Chemicals' (l Petrochemicals O.M. No. SV1SI94-Ch.lll 
dt. 24.9.96] 

.;1· ',,' 



CIIAPTER III 

RECOMMENDA TlONS WHICH THE COMMITTEE DO NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT REPLIES 

Rct'ommcndutioll SI. Nil. 11 (Paragraph Nos. 2.42 to 2.48) 

The Commiltee note with concern that though an invcstmcnt of 
Rs. 1.61 crores has already been made on the project for Trimer Tetramcr, 
the project has not taken off due to non·availability of propylene as 
envisaged. The Committee arc unnble to understand how the HOCL went 
ahead with the project a.'isuming the propylene content at 32% in the LPG 
to be supplied by Cochin Refineries Ltd .• when the latter had indicated as 
far back as in 1981 ifself that the propylene content was likely to be 
28.17%. As a result. the column. storage bullets and pumps crcated for 
extracting additional chemical grade propylene arc lying idle since January. 
1987. What is wurse, the production of Trimer/fetramer is now stalcd to 
be economic<llJy unviablc in the current market situation. The Committee 
cannot but conclude that this is jUl't .mother example of bad planning. 
They dcsirc thilt the mattcr should be enquired jnto with a view to fixing 
resrollsibility for designing the 'project on the basis of wrong assumptions. 
They would liiso like 10 be inforllled how the additional column is now 
proposed to utilised. 

Reply or the Government 

The eomp,my holds industrial license to manufacture 7000 TPA of 
Chemical Grade Propylene and made an investment of Rs. 1.61 crores by 
Commissioning additional fractionation column. bullet. pump etc. HOel 
could not take advantage of the installation which is .a part of the 
propylcne recovery plant not only due to low content of propylene in the 
LPG supplied by MIs. Cuchin Refineries Ltd. due to the change in the 
quality of the crude. its ~ollrce. variation etc .• but also due to the fact that 
the availilbility of LPG from CRL \Va.~ just sufficient for recovery of lean 
propylene required for thc phenol production. 

The Extra column RVOliloblc with HOC COllnot be construed 8S fully idle. 
It is being u5ed whenever Propane i5 needed for start up of the Cumene 
Plant. Propane is essential as a heat sink for the process and it is not an 
cosily ucccssible producl. Thi!i column has to be used for prOOuc.ing 
Propane which is in turn required to start lip the plant after shut down 
jobs. 

V~ltillg remurks or C&AG 

No rcmarks. 

17 
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Reply crt tbe Goven ...... 1 OD CaAG'. Vet_ nmarb 
No Comments. 

[Deptt. of Chemicals"ct Petrochemicals O.M. No. SVlSl94-Cb.U 
dt. 24.9.94] 

-
Recommendallon No. 14 (Paraanpb Nos. 2.61 to 2.65) 

The Committee have been informed. that based on the 'technology 
developed by the R&D Division. the company set up plants for 
commercial production of Resorcinol, Metacblorobcnzcnc, 
Cyclohexylamine, Butene diol and Paranitrophenol. The Resorcinol plant 
was decommissioned due to stoppage of production of Meta Amino 
Phenol. The Paranitrophcnol Plant was decommissioned 85 the same was 
reserved for SSI units. However, the Committee are of the strona opinion 
that since the Paranitrophenol was reserved for the SSI units subse,quent to 
the setting up of the plant by HOCL there was no need to discontinue the 
plant. Though the Secretary, Department of Chemicals & Petrochemicals 
was also of the view that HOCL should have continued the plant. at no 
stage the Ministry appeal'3 to have asked the company to continue the 
operations of the plant. While the Committee do not disagree with the 
need for giving protection to the SSI Sector, they desire the Government 
to enquire into the matter to find out the compelling reasons for the 
discontinuation of the plant which was set up before tl)e reservation for 
SSI Sector and fIX the responsibility. 

Reply el the Government 

Para Nitro Phenol was a R&D plant. As the technology was not proven, 
the plant could not produce quality material even with best efforts. The 
Company was planning to diswntinuc production on this account without 
making any fruther investment. ;t was informed that this produet was 
reserved for manufacture in the Small Scale Sector. Therefore, the plant 
wu decommissioned. 

Velllni nlBerk. of C&:AG 

The Plant has been dismantled and disposed of. 

Repl)' of the Government on C&AG 'a vellinl remarks 

Factual Position. No comments. 

[Dept!. of Chemicals & Petrochemicals O.M. No. 5111S194-Ch.1II 
dt. 24.9.96] 



CHAPTER IV 

RECOMMENDA nONS IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 
Recommendation SI. No. I (Paragraph NOI. 1.1 to 1.7) 

Hindustan Organic Chemicals (HOCL) was incorporated in 
Dcc~mber, 1960 by thc Government of India. The Company is located at 
Ruayani in Raigad District of Maharashtra and is engaced in manufacture 
of organic chemicals and intermediates required for the dyestuffs, drugs 
and other chemical industries. Betwecn 1970 and 1974, twelve plants were 
commissioned in Phase I at Capital cost of RI. 22 crores. The Company 
undertook Phase II of capital investment as ~xpansion programme which 
was completed in 1981-82 at a cost of Rs. 17.5 crores. The Company 
commissioncd a unit in March. 1988 at Cochin for manufacture of Phenol 
and Acetone. The Company also runs a subsidiary at Hyderabad viz., 
Hindustan Fluro Carbons Ltd .• (HFl) for the manufacture of Poly Tetra 
Fluro Ethylene (PTFE). The main objectives of the Company cover 
manufacturing. buying, selling and dealing in several organic and inorganic 
chemicals for the pharmaceutical. fertilizer. rubber processing chemicals 
and all allied industries. Though both the company as well as the 
administrative Ministry have claimed that the Company has been able to 
achieve the obejctives which were envisaged at the time of its 
incorporation, the Committee during the course of examination of the 
subject have noticed a number of deficiencies in the functioning of 
Hindustan Organic Chemicals Limited which have been broUght out in 
succccdinc paragraphs. 

Reply or the Government 

The Company has by and large been achieving the objectives as 
envisaged at the time of its incorporation. from time to time and from year 
to year. 

Vettlq remarks or CaAG 

No remarks. 

Reply of the Government on CaAG's vettl ... remarks 

No comments. 

[Deptt. of Chemicals & Petrochemicals. O.M. No. 51194-Ch.I11 
dt. 24.9.96] 
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The Committee noted that the Company has been signing Memorandum 
of Understl;lnding (MOU) with the Government from the year 1991-92. 
While the MOU for the year 1994-95 was signed on 19th July, 1994 the 
MOU for the year 1995-96 was signed only on 10th October, 1995 
(6Vz months after beginning of the financial year). The Committcc have 
emphasised the necd for timcly signing of MOU in their earlier reports 
also. One of the reasons advanced by the Secretary, Department of 
Chemicals & Petrochemicals for the delay is that all the MOUs of different 
companies go to the High-level Committee at one time and after they arc 
all cleared, the respective Ministries and the respective companies sign 
them. The Committee arc not convinced with the argument and feci that 
the delay in signing MOU can be avoided if the process of preparing of 
MOU is started well in time. They are also not satisfied wit~ the reply that 
since the MOU is known to the company and the Ministry, the Companies 
start working on them. The Committee arc of the firm opinion that delay 
in signing of MOU definitely hampers the spirit of the MOU and defeats 
its very purpose. They. therefore. desire that as promised by the Secretary. 
during the evidence. neces. .. ary steps shall be taken to evolve a system by 
which MOU is expedited and signed well before the beginning of the 
financial year. The Committee would like t(l be apprised of the 'action 
taken in the matter. 

Reply or the GovenlDlent 

The i5.'iue has been referred to the Department of Public Enterprises 
(DPE)". The practice in such cases has been that once the draft MOU 
submitted by the Company is discussed by the Adhoc Task Force Members 
with the Company and the concerned Ministry officials, action on the said 
MOU is initiated even before the formal signing of the MOU. 

The draft MOU for 1996-97 was discussed with the A TF members on 
the 22nd March. 1996 and the draft as desired by the ATF members was 
submitted to DPE for clearance on the 25th March, 1996. Formal 
clearance for signing of the MOU is awaited from the OPE. 

[Ministry of Chemicals and Fertilizers Deptt. of Chemicals and 
Petrochemicals O.C.M. No. SlIl5"J4-Ch. III) dated 4th March, 1997. 

VettlilK remork~ or C&tAG 

The draft MOU for 96-97 was approved by thc Board of Directors on 
6.2.96 (223rd Board Meeting). Approval from Government is awaited. 

(Ministry of Chemicals and Fertilizers (Deptt. of Chemicals and 
Petrochemicals O.M. No. S1l1SI94-Ch. III) dated 4th March. 1997 . 

•. At the time of metunl veriflClltiOll the Minilltry have Itaeed tlult they have received a 
communication from DPE which rrescribes the auidellne. for timely 11",ln& of MOU for 
the yean 1997-98 nnd 1998-99. 

.. 
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Reply of the Government on C&AG '. vettilll Remarks 

The Department of Public Enterprises vide their letter dated 11.9.96 
have informed that Draft MOV has been approved by the High Powered 
Committee. 

[Deptt. of Chemicals & Petrochemicals OM No. Sl/lSl94-Ch. III 
dt. 24.9.96] 

Comments of the Committee 

(Please sec para 7 of Chapter I of the R~port) 

Recommendation No. 1 (Paragraph 1.10.1.11) 

A suggestion has been made by the Company that since under the 
MOV system, the targets arc committed for one year and the MOV is also 
signed for one year, there should be a provision for a mid term review in 
order to consider the effect of external forces and to modify the targets: 
The Ministry was also of the view that a mid term review of the MOV 
would enable the Company to take corrective action as well as to ma~e an 
assessment of the future performance in a more realistic way. The 
Committee. therefore. desire that the issue should be examined in-depth 
by Government and if found a<l~antageous. the prescnt system of MOV 
should be modified to the extent that it contains a provision for mid term 
review of the MOV. They also desire that the results of the examination 
should be intimated to them. 

Reply or the Government 

The mid term appraisal of the MOV targets is undertaken by the 
Government when the performance of the Company is reviewed in the 
review meetings which are held periodically. At the end of an year, the 
performance of the Company is also evaluated by the A TF against the 
targets set forth in the MOV. ATF duly takes into consideration the 
effects of external forces on the Company's performance before awarding 
the overall MOV rating to the company. In view of the above, 
modification of the present system of MOV to provide for mid term review 
of the targets, is not considered necessary. as review of MOVs are being 
done periodically. 

Vetting remarks of CAAG 

No rcmarks. 

Reply of the Government 011 CAAG's vettll1l Remarks 

No c:onlments. 

[Dcptt. of Chemicals & Petrochcmicals OM No. 51115194-Ch. III 
dt. 24.9.96J 
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Comments of the Committee 
(please see para 10 of tbe Cbapter I of tbe report) 

RNODUDendation No. II (Paraanpb NOI. 3.26 to 3.29) 

The Committee are shocked to note that ten out of 12 bank 
guarantees furnished during December, 1988 to February, 1990 by a party 
which was purchasing the material from HOC were fake and the bank did 
not honour the guarantees of RH. 71.64 lakhs. All the more surprising is 
the fact that earlier also the pany's cheques amounting to Rs. 38.65 lakhs 
had bounced though payment was received from the party subsequently. 
A Departmental inquiry was ordered during May, 1991 to identify the 
shortcomings . in the existing procedure and to fix responsibility. 
Surprisingly, no responsibility in the matter bas been fixed although to 
avoid repetition of such irregularities in future, the company is stated to 
have introduced a procedure for reverifying Bank Guarantees with the 
issuing banks directly before supplics are resumed. A criminal case for 
bouncing of cheques and a civil suit has been filed which are pending in 
Bombay High Court. The Committee strongly recommended the 
Government to pursue the case vigorously and outcome of the case be 
informed to the Committee. They also· desire that an independent high 
level enquiry should be conducted into the matter and responsibility fixed 
in the matter of acceptance of guarantees. 

Reply of the Government 

The Civil cases are filed by the Company in Bombay High Court and 
several meetings were held with the Solicitors for expending "decision in the 
cases. 

Regarding criminal Cues, they hod meetings with Public Prosecutor 
for expeditious hearings. 

In the case of acceptance of bank guarantees, the prescribed 
procedure under the existins system was beinS followed. 

Veltlnl remarks of ClrAG 

No remarks. 

Reply of the Goverament on CIrAG', ftU .... Remlll'u 

No commcnts. 

[Dcptt. of Cbemicals " Petrochemicals OM No. 511lSl1J4-Ch. In 
dt. 24.9.96] 

COIIUIIeIIti of the Com.lttee 
-

(PJtase see para 20 of Chaptcr I of the Report) 
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Recommendallon No. ZZ (Parall'apb Nos. 4.1 to 4.10) 

The Contract for maintenance work of Sulphuric Acid Plant during the 
Plant shut down period in October and November. 1985. was awarded to a 
party floated by the Employees Union of the Company viz. Rasayani 
Employees' Engineering Company (REEC) though the bids of two other 
parties were lower than REEC. The reason advaneed by the Company for 
this act was that the two panics lacked experience in the specialised job of 
sulphuric Acid Plant shut down maintenance and the time quoted to 
complete this job by the other two parties was 40 and 35 days as against 
HOCL's requirement of 20-22 days. The Committee do not agree with this 
contention of the Company because the REEC had no workshop or 
cstabli&hmcnt. Moreover. the formation of the REEC itself was against the 
rules of the Company as well as the Industrial Employment Standing 
Orders Act, 1946. The Committee further note that the maintenance work 
during 1987 and 1988 and a contract for disposal of scrap was also awarded 
to REEC. Though no further work has been awarded to REEC, the 
Committce would like to bc informcd whether it has since been dissolved 
as repeatedly directed by HOCL ofter the advice of the Law Ministry. The 
Committce also desire thut an enquiry be conducted into the whole matter 
and responsibility fixed on the officials responsible for awarding the 
contract to a company whose formation itself was improper as well as 
against those cmployees who had formed the company against the 
prevalent rules. 

Reply or the Gc)Vernment 

Notice for dissolving Mis REEC has already been issued by the 
Company, and the m:ltler is being pursued with the Company. 

Velth,. remarks or C&AC 

No remarks. 

Reply or the Cov~rumeDt on C&AC', vett.... Remarks 

No comments. 

[Dept!. of Chemicals & Petrochemicals OM No. SlIlSI94-Ch. III 
dt. 24.9.96] 

COlnments or the Commiltee 

(PI. sec para 23 of Chapter I of the Report) 



CHAPTER V 
RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES 

OF GOVERNMENT ARE STILL A WAITED 
Recommendation No.3 (Paragraph Nos. 1.1l, 1.13 and 1.14) 

At present, the Board of Directors of the Company can approve new 
schemes/projects costing upto Rs. 50.00 crores. HOCL has suggested that 
since the limit was fixed by the Government in 1988-89 and since then 
there has been· a considerable chunge in business environment, this limit 
should be raised to the level of Rs. 150·200 crores. The Committee are 
surprised to find that though the Ministry also realise the need for raising 
the limit no concrete action has been initiated in this direction. The 
Committee recommend that the matter should be taken up with the 
Dcpartmcnt of Public Enterprises at the earliest with a view to get the 
ceiling for approval of investment by the Board of Director~ raised 
expeditiously. 

Reply of the Government 
The matter is reportedly under active consideration of the Government 

in the Ministry of Finance. 
Vetting remarks of C&AG 

No further remarks. 

Reply of the Government on C&cAG's vettl .. remarks 

No comments. 

[Deptt. of Chemicals & Petrochemicals OM No. SII1SI94·Ch. III 
dt. 24.9.96] 

Comments of the ComlolUee 
(PI. sec para 13 of CllCIpter I of the Report) 
Rl~ctmmendDlion No. 6 (Paragraph Nos. 1.1, 1.1, 1.3, 1.4 and 1.5) 
Normally the chemical. fertilizer and petroleum plants adopt 330 stream 

days in computing rated capacity. But according to Audit, HOCL adopted 
only 300 days in most of its plants at Rasayani. though it adopted 330 days 
in its Cochin plants. Though the company had Tealised the need for 
uprating the capacities in some plants in 1979. the Committee are 
constrained to observe that it did not take any action to uprate the 
capacitics. Despite repeated insistence. the Committee were unable to get 
a satisfactory reply from the Company to justify the delay of more than 
15 years in uprating the capacities of these plants. It is all the more 
disquietin·g that the MiniMry came to ·know about this matter only on 
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receipt of the Audit Report in August, 1993. It is only now that a study for 
rerating the capacities of plants has been awarded to Fact Engineering and 
Design Orlanisation but this study has so far been completed only in 
respect of three plants. The Committee desire that the study by Fact 
Engineering and Design Organisation should be got completed early and 
necessary action taken to uprate the capacities for the remaining plants at 
the earliest. 

Reply or the Governmeat 

HOCL has reported that a study by Fact Engineering and Design 
Organisation (FEDO) was conducted and their report has been received by 
them. As recommended by FEDO, the Plant-wise re-assessed stream days 
and capacities are as follows:-· 

SI. Name of Plant Re-a.'iscssed Capacities 
No. Stream days MTs 

1. Acetanilide 300 2000 
2. Aniline II 330 6600 
3. Dinitrobenzene 320 440 
4. Formaldehyde II 300 33000 
S. Nitrobenzene I 300 12000 
6. Nitrobenzene II 300 12000 
7. Nit. Ch. Benzene 300 9900 
8. Hydrogen I 300 600 
9. Hydrogen II 300 600 

10. SuI. Acid/Oleum 310 46S00 

The recommendations are being considered and after due deliberations 
and discussions, a decision will be taken rerating of capacities wherever 
recommended. 

Vettlnl remarks or CatAG 

Ws FEDO had carried oul the study on rerating of plant's capacity and 
their final report was received by the company in JUDe, 1996. However a 
finid decision on rerating is yet to be taken by the company. 

• At the time of factual verification. HOCL baa informed that Nitrobenzene I is beina 
converted into Nilrotoluenc capacilY for further value addition and Hydroaen I is being 
phased out keepinl in view the availability of Hydrosen from the newly commilsloncd 
Caustic Sodl pllne 
(HOCL CMD'. Letter dated 4rh March, )\197) 
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Reply of the Government on C&AG'. vettilll remarks 
The Manliement of HOCL has been directed to expeditiously examine 

the recommendation of FE-DO &. take decision thereafter quickly. 
[Deptt. of Chemicals &. Petrochemicals OM No. SlIlSJ94..Ch. In 

dt. 24.9.96] 
Comments or the Committee 

(PI. see para 17 of Chapter I of the Rep"rt) 
Recommendation No. 16 (ParalP'aph N •• 3.4 to 3.13) 

The Committee are perturbed over the poor performance of Hindustan 
Fluoro Carbons Limited, the subsidiary of HOCL. The Company which 
commenced commercial operations in March, 1988 bas been incurring 
losses since its inception except during 1992-93 wben it earned a profit of 
RI. 213 lakhs. The loss incurred by the company during 1993-94 was 
Rs. 188 lakhs while it earned a profit of Rs. 10 lakhs during 1994-95. Th,\ 
accumulated loss of HFL as on 31.3.1995 was Rs. 27.80 crores. The 
Committee have been informed by the Company that the long gestation 
period had resulted in heavy interest burden coupled with the escalatiorl in 
the loan component and consequently additional interest burden on the 
French loan availed in the year 1985. There was allO delay involved in 
releasing of loan by financial institutions. Apart from the inherellt 
manufacturing defects in the Methanol refrigeration system purchased 
indigenously on the insistence of DGTD the market for Poly Tetra Fluro-
ethylene could not be developed to hundred percent capacity. Besides 
PTFE had to face severe competition in the domestic market. The 
Committee are of the opinion that the dcvelopment of the' downstream 
industries based on PTFE could also not be assessed correctly. They desire 
that sincere efforts should be made to explore new markets for PTFE in 
order to run the plant at 1000/. capacity. The Committee also feel that the 
merger of HFL with HOCL will immensely help in improving the 
performance of the Company. Now that the merger proposal has been 
approved by Boards of Directors of both the companies the final decision 
in the matter should be taken without any further delay so that tbe HFL 
could be revived at the earliest. 

Reply or the Governmeat 

Maintaining the tre"d set in 1994-95, the Company has even improved 
its performance in the year 1995-96 and has made a profit of Rs. 70 lakhs 
after paying off all its dues to Financial Institutions and after making 
provision of 10% interest on HOCL's advances. 

The Company Will referrcd to BIFR and was declared sick during 
August, 1994 under the new rcgulatiollIl of SICA, 1985. IDBI wu 
appointed as the Operating Agency (OA) by BIFR. Subsequently, BIFR 
also appointed a nominee Director on the Board of the Company. BIFR 
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has so far held five meetings and consideredyarioUi option. to make the 
company viable on stand alone basis. BIFR also considered the merger of' 
company with HOCL in its last meeting held on 24th May. 1996. The final 
decision of the BIFR is awaited. 

Vellln. remarks of C&tAG 

No remarks. Final decision of the BIFR is awaited. 

Reply of the Government on C&AG'. vellina remarks 

Factual position. No comments. 

[Deptt. of Chemicals & Petrochemicals OM No. SII1SI94-Ch. In 
dt. 24.9.96] 

Recommendation No. 19 (Paraer.ph Nos. 3.30 lo 3.37) 

Another glaring instance brought to the notice of the Committee is 
regarding the sale of 291 MTs of Phenol in March, 1989 to a party without 
any security. The supply to the party was reportedly continued even after 
bouncing of cheques of Rs. 1.90 crores. Not Qnl& that during September 
and October. 1989. 147.22 tonnes of phenol was sold to the Party at 
concessional rate of Rs. 11.375 per tonne though the cost of production of 
Phenol was Rs. 19,819 per tonne. The Committee have been informed that 
the report of the Chief Vigilance Officer has been referred to the Chief 
Vigilance Commission and Ministry are in correspondence with the CVC 
for a final decision on the action to be taken in the matter. The most 
surprising thing in the whole episode is that neither the Company nor the 
Ministry were aware of the happenings till suo moto action was initiated by 
the CVC after they received complaints. The Committee are. therefore led 
to the inescapable conclusion that there is definitely something wrong with 
the marketing division of the Company which needs to be streamlined. 
They, therefore, recommend that the matter pending with CVC should be 
pursued vigorously and responsibility be fixed on the defaulting officials 
under intimation to the Committee within a period of' three months of 
presentation of this report. 

Reply of the Government 

HOCL has explained that the review petition against the decision of the 
High Court of Karnataka is posted for hearing in May, 1996. This is the 
status of the Civil case filed against the party by the Company in the 
Karnataka High Court. 

The entire Principal amount is already collected from .the party and Civil 
cases are filed against the party by the Company in Kamataka High Court 
for collecting Delayed Payment Charges. ,. 

CVC is seized of the matter. 
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Vetting remarks or ClcAG 
No remarks. 

Rt'ply or the Governmenl on C&AG'I veilln. remarlu 
No comments. 
tocptt. of Chemicals &. Petrochemicals O.M. No. 5l1l5tV4-Ch. III 

dr. 24.9.96] 
NEW DELIII; 

17 March, 1997 

26 Pha/guna, 1918 (s) 

G. VENKAT SWAMY. 
ChairmtUl, 

Committee on Public Undertakings. 



APPENDIX I 

MINUTES OF FOURTEENTH SmING OF COMMIlTEE ON 
PUBLIC UNDERTAKINGS HELD ON 2ITH FEBRUARY, 1997 

The Committee sat from 1515 hrs. to 1600 hrs. 

Shri G. Venkat Swamy - Chairman 
2. Shri Oamarul Islam 
3. Shri P.N. Siva 
4. Shri Brij Bhushan Tiwari 
S. Shri S.S. Ahluwalia 
6. Shri Deepankar Mukherjee 
7. Shri Solipcta Ramachandra Reddy 
8. Shri Maheshwar Singh 

SECRETARIAT 

Shri P.K. Grover - Deputy Secretary 

OFFICE OF THE COMPTROLLER & AUDITOR GENERAL OF INDIA 

1. Shri Samir Gupta Chairman, Audit Board 
2. Shri R.N. Ghosh, Director (Commercial) 

I. Consideration and Adoption 01 Dralt Action Taken Report on Hindustan 
Organic Chemicals Limited 

1. The Committee considered the draft report on Action Taken by 
Government on the recommendations contained in 46th Report of the 
Committee on Public Undertakings (1995-96) on Hindustan Organio 
Chemicals Limited as approved by Action taken Sub-Committee and 
adopted the same. 

2. The Committee authorised the Chairman to finalise the Report on the 
basis of factual verification by MinistrylUndertaking concerned and to 
present the same to Parliament. 

II. DiSinvestment 01 Public Sector share 
3 . •••••••• 

The Committee then adjourned. 

• Minutes relatin, to disinvestment of Public Sector shares lulve been kept separately. 
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APPENDIX D 
Analysis 0/ the Action Taken by Government on the recommeruiatio1LS 
contained in tlte 46th Report (lOth L.S.) 0/ the Committee on Public 

Undertakings (1995-96) on Hindwtan Org(J1lic Chemicals Umited 

I. Total number of Recommendations 
II. Recommendations/Observations that have been 

accepted by the Government (vide 
recommendations at SI. No.4, 5, 7-10, 12, 13, 
15, 17, 20 and 21) 
Percentage to total 

III. Recommendations/Observations which the 
Committee do not desire to pursue in view of 
the Government's replies (vide 
recommendations at SI. Nos. 11 & 14) 
Percentage to total 

IV. Recommendations/Observations in respect of 
which reply of Government have not been 
accepted by the Committee ( vide 
recommendations at SI. Nos. 1,2,18 and 22) 
Percentage to total 

V. Recommendations in respect of which final 
replies of Government are still awaited (vide 
recommendations at SI. Nos. 3,6,16, and 19) 
Percentage to total 

30 

22 

12 
54.55% 

2 
9.09% 

4 
18.18% 

4 
18.18% 
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