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INTRODUCTION

I, the Chairman, Committee on Public Undertakings (2019-2021) having

been authorised by the Committee to prcsent the Report on their behalf, present

this Eighty First Report on the Travancore Cochin Chemicals Limited based on

the Report of the Comptroller and Auditor Ceneral of India for the year ended

3lst March, 2008 and 2014 rclating to the Public Sector Undertakings of lhe

Government of Kerala.

The aforesaid reports of the Comptroller and Auditor General of India for
the year ended on 31st March 2008 and 2014 were laid on the Table of the House

on 2TG2OO9 urd 2TT2015 respectively- 'fhe consideration of the audit

paragraphs included in this Report and the examination of the dEpartmental

witness in connection thereto was made by the Committee on Public Undertakings

constitut€d for the years 201G2019 at its meeting held on l7-1G2O17.

This Report was considered and approved by tbe Committee (201y2021) al

its meeting held on 1-2-2019.

The Committee places on record its appreciation for the assistance rendered

by the Accountant General (Audit), Kerala in the examilation of the Audit

Paragraphs included in this Repon.

The Committe€ \rishes to express its thanks to the officials of the Industries

Department of the Govemment Secretariat and Travancore Cochin Chemicals

Limited for placing the materials and information solicited in connection with the

examination of the subject. The Committec also wishes to thank in Particular the

Secretaries to Govemment-Indusries and Finance Department and the officials of
Travancore Cochin Chemicals Limited who appeared for evidence and assisted the

Committee by placing their views before it.

Thiruvananthaputam,
lst February, 2019.

C, DIVAKARAN,
Chairman,

Commiuee on Public Undettakings.



RBFORT

ON

TRAVANCORE COCHIN CHEMICALS UMITED

AuDrr PARAGRAPH 4.3 (2007-09)

4.3 Bxtra Elpcndihro

Docicion of thc Compuy to discoDtituo tho inruenoo of sritied items of
nachincry undcr Mechiacry Brcatdowa policy terultod il cxirr
orp€Ddibro of Rr .7 4.25 bth.

The Company, engaged in the production and marketing of caustic soda, had
been insudng (since 200G01) its major electrical items with Kerala State
Insurance Depadment under the Machinery Brcakdown policy (MBp). Under this
policy, any loss or damage by fire arising from short circuit n/irhin the electrical
appliance and installation had also been covered. The schedule of machinery
insurcd under MBP for the p€riod 200+05 included an EMCO make Rectifier
Transformei which had a critical function to power the eleatrolysers. The sum
assured for this item was Rs.1.38 crore.

Subsequendy, the Company discontinued (March 2005) the insurance under
MBP on the ground that it was not advantageous considering the ratio of claim
amount received and tle actual a$ount of premiums paid during lhe previous
years. The Company failed to safeguard its interest as coverage of risk under
insurance was much more important than the expenditure incurred on prcmium
since the cost of darnage would be left uncovered in the case of non-insurance.

In April 2007, the rectifier transformer was damaged due to short circuit and
was repaired at a cost of Rs.90 lakh. Later, in thc light of accident and brcakdo\trn

' of the transformer, the Company insured (January 2008) all critical equipments
under MBP with the Oriental Insurance Company Limited.

Thus the decision of the Company to discontinue the insurance of critical
items of machinery under MBP resulted in exna exFnditure of Rs.74.25 lakh
after excluding saving towards premium payable for two years.
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The mafter was report€d !o the Govemment/Management in April 2008;

their reply was awaited (August 2fi)8).

[The Audit Paragrapt 4.3 contained in the Report of the Comptroller and

Auditor ceneral of India for the year end€d 31st March 2008 l

The notes lurnished by the Govemment on the Audit Paragraph is given in

Appendix tr.

AUDE PARAGRAPE 3.4 (2OT'14)

3.4 Avoidablc psyDcrt of iatcrcst

Non-cotrocdoa of lc|rc rcDt lcsultcd i! rvoid.ble pa)rEcnt of itttcrert of
Rr.43.18 lrlh on worttng crpitsl lo!D.

Kerala State Electricity Board (KSEB) executed (May 1999) a long term

Power Rrchase Agreement (PPA) with BSES Kerala Power Limiled (BKPL),

which expires in October 2015. Consequen y, as directed (November 1998) by

Govemment of Kerala (GoK), The Travancorc Cochin Chemicals Limited
(Company), a company engaged in the manufacture of caustic soda and other

allied chemicals, lsased out 20 acres of its land to BKPL for 15 years from

31 March 1997 for setting up a F)wer plmt. The annual lease rent was fixed at

1.57 crorc'zT for the period April 2007 to March 2012 and was payable in two half
yearly instalments in advance on 15th January and 15th July. On expiry of 15

years, the lease period was extendable by mutual agreement betwe€n th€ l€ssor

and lessee on the order of GoK.

. BKPL set up the power plant in the l€as€d land and remitted the.leasc r€nt at

the rates2s fixed from time to time upto 31 March 2012 (15 years). Before the

expiry of the lease period, BKPL requested (November 2011) the Company for

extension of the l€ase period for a further period of 15 years and also paid

(January 2012) Rs.78.75 lakh lowards six months rent for the period from

27 As per the lease agree6er4 d|e Compalty was .ntid€d to anrual lease reDt of Rs.70 lakh widl
effec{ Aom 1-4-1997. On expiry of every 6ve yea/s the leas€ renr iras inoeased by 50 per cenr.
Rs.1.57 crore is rhe eDlEnced Le!€ r€nt on coEpletiod of 10 yeals of lease period

28 Rr70lald pn ao ar from31 Madr 1997, Rs.105lald| ftotrl 1April 2002 ard Rs.157.50lal\6
ftoE l Apdl 2007.
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lst January Z0l2 to 30 June 2012 in advance. The Company, instead of initiating

action to renew the lease agreement, refunded (January 2012) Rs.39.38lalh being

the lease rent for a period of three rronths from April to June 2012 remittcd by the

lessee. The less@, however, is continuing to occupy the leased land till date

@ecember 2014) viithout renewing lease deed.

In the absence of a legally enforceable agreement after March 2012, pending

GoK order and fixation of revised leass rent, the Company did not accept any

advancelprovisional rent. Delay in r€vising the rent affect€d the filalcial health of

the Company as it was borrowing for its working capital. The ComPany could

have atleast couect€d Rs.3.15 crorc at existing rate during the p€riod from lst April

2012 to 31 March 2014 and reduced the interest burden otr borrowing for working

capital by Rs.43.l8lakh as shown below:

Trblo 3.5 : Dotailr of iDtcrott lot.

Rent due

Period to

which

pertams

Amount (O
Intercst

savings at

11.75 per cent

Months
Amount

(r)

January

20t2
April-June

2012

39,37,500 February

2012- March

2014

26 t0,02,422

Iuly 2Ol2 July-

December

20t2

78,75,000 August 2012

- March

2gl4

20 15,42188

Ianuary

2013

January-June

2013

78,75,000 February

2013 -
March 2014

t4 t0,79,531

July 2013 July-

December

2013

7&75,000 August 2013

- March

2014

8 6,16,875



'-1

January

2014
January-

March 2014*

3q37,s00 February

2014 -
March 2014

2 77,109

Totrl 3,15,00,000 43,t8,125
*Loss worked out till March 2014.

Govemment replied (November 2014) that the lease agre€ment could not be
renewed as the Company could not fix tte martet value of land. Subsequently,
based on Distict Collectols valuation, annual lease rent was fixed at Rs.4.Z2
cmre and as a result, the Company had actually gained. It was also stated that had
the Company acceptcd the lease rent based on old agreement, they would have
been forced to accept r€4se rent at old rate and not at revised rate as Der the
Distriit Collector's valuation.

The reply was not acceptable due !o followbg reasons:

. Reply is contraqr to facts as the Company had estimaM (March 2012\
higher annual lease rent based on the market value of land. But therc was
delay in rencwal,of lease deed.

. In view of the expected delay in revising the lease rent of land, th€
Company should have coltected the lease rent provisionally at old rat€s
and avoided the loss of intercst.

. Company had availed loan of Rs.2l c,rore during the period ZOIZ_2014
for meeting its working &pital requirerrents anO lncunea Rs. 1.67 crore
towards inler€st. Advancey'provisional rent during the period could have
reduced their interest birrden on borrowing for wJrking capiral a.s brought
out above.

Thus, non-acceptance of rcnt provisionally at fte existing rate until revision
of lease rent and renewal of lease deed had resulted in loss oflnterest of Rs.43.1g
lakh !o the Company.

lThe Audit Paragraph 3.4 contained in the Report of the Comptrollor and
Auditor General of India for the year ended 3lsr March 2014 l

. The notes furnished by the Govemment on the Audit paragraph is given in
Appendix tr.



5

Discusdon urd Findilg3 of tho Connttr.G

The Co'mmittee gobed into the reasons behind the decision of the Company

to discontinue the insurance policy for 2004-05 of critical items of machinery like

RectifierTransformerunderMachineryBreakdownPolicy(MBP)IEsultedinextra

expenditure of I 74.25 lakh and enquired about the offrcials responsible for taking

suchadecision.Tbewitnesssubmitt€dthatitwasasPanofintoducingausterity
measures !o curtail the exPenses at that time, the said decision had been taken by

the company management. The Committee ruled cut the reply of the witness that

at present their insurance dealings are with Oriental Insurance ComPany and that

premium is being paid regularly, Pointing out that Insurance Scheme is being

implemented for providing guaiantee and not on the basis of profit and loss of the

Cornpany and the money invested in the insurance would be accrued to the Public

Sector.

Thecommitte!foundthatitwaswhenamishapoccurredtwoyearsafterthe

discontinuation of the insuranc€, the company brought all critical equiPments

under the purview of Machinery Breakdown Policy' The Committee vehemendy

criticized the Company, for taking the decision to discontinue the policy without

the approval of the Gov€rnment and remarked that Managing Director had no

right to break dour rhe policy which had been prevailing for frve years' The

witness explained that it was when the company was ruming at loss' that the

insuranca premium was discontinued and that there was only good intention

behind the action. He assure'd that they rectified the Problem later'

The witness stat€d that according !o Atticles of Association of the Company'

GovcrnmentrecognitionwasneededonlyformattersrcgardingcaPital
Expenditure and regarding other matters the Board can take dccision or delegate it

to the Managing Director.

The Committec was not satisfred with the confrontations raised by the

witnessandinsistedthatinthecaseofdelegatingdecisionmakingpowertothe
Managing Director, the matter should be brought beforc the Board and that the

decision should also be ratified'
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Thc Committee noticed the audit remarks in the Audit Repon 201114 that,

had the Travancorc Cochin Chemicals Limited collected lease rent from BKPL

(BES Kerala Power Limited) for the 20 acres land after the expiry of the lease

period of 15 yerc it could have been able to collect { 3.15 crore at existing rat€

and reduce the interest burden on borrowing ftom working capital by I 43.181akh.

The witness explained that snnual lease rent was enhanced from ( 1.57 crore to

< 4.72 c;orc as per the govcrnment order dated 2U9-2014 and the said amount

had been oollcctcd sbce l-42O12. He added that pending arrears had also becn

gathered"

The Committee enquired why the lease rent was not collected at old rates

provisionally so as to avoid th€ loss of intcrest. Th€ wihess rcplied that the lease

period expired ot 3l-T2Ol2 and hencc lease rent was collected up to that period

only. IIe further explained that government approval was obtained only in

September 2014'and in the absence of the same lease rent could not be collected.

The company had sought lcgal opinion before ceasing collection of lease rent and

on gctting the advice not to collect the lease rent, company ceased collection of
leas€ rent until Goyernmetrt accorded sanction for extention of land lease

agr€em€nt with the valuation by District Collector, Ernakulam.

The Committee obsorved that the Company failed to extetrd the lease period

st the old late of lease rcnt and criticized the Company for delaying the collection

of lease r€nt on the basis of legal opiniou until the reply has been received from

govemment in 2014. The Committee noted that the details of legal opinion was

not depictcd in the govemment reply and dir€cted that mistakes of this nature

should not be repeated in futurc.

The Comnittce also accused the Cornpany of not examining the possibility

of getting incrcased lease amount. The witness claimed that as the company took

up the issue, it gain€d an arnount of Rs. 4.72 crore instead of Rs. 1.57 crore. The

Committre discarded the reply and pointed out that the Company obtained the

increased amount or y because of Govemment intervention.
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Rocoornoaddiolr

The Commitee criticizes tbe Company for discontinuing the Machine Break

Down Policy (MBP) without GovL approval thereby incurring extra

expenditure of < 74.251akh. The Committee insists that every action taken

in the management level should be legalised by getting approval from the

GovL or should be ratifred in the Board. The Committee rEcommends that

these lapses should not be repeatcd in firn[c.

The Committe€ observos that the Company failed !o gxtend the lease period

at lhe old rate of lease rent and criticizes the ofticials of the Company for the

dclay in collecting the lease rcnt The Committet also points out that a vague

reply was fumished regarding the legal opinion sought by the Company and

insiss that this should not b€ rePeated.

The Committee directs to funish a detailed report otr belaled collection of
lease rent.

Thiruvananthapuram,
lst February, 2019.

C. DTVAKARAN,

Chairman,
Contmitte on Public Undenakings.
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APPENDD(.I

ST'MMARY OF MAIN CONCLUSIONS/RBCOMMBI{DATIONS

Conclusions/Recommendations

Industries The Committee criticizes the Company for
discontinuing the Machine BreakDown policy
(MBP) without Govt. approval thereby incurring
extra expenditure of ( 74.25 lakh. The Commitlse
insists that every action taken in the management
level should be legalised by getting approval
from the Govt. or should be ratified in the Board.
The Corunittee recommends that these lapses

lndustries The Committee observes that the Company failed
to extend the lease period at the old rate of lease
rent and criticiz€s the officials of the Company
for the delay in collecting the lease rent. The
Committee also points out that a vague reply was
fumished regarding the legal opinion sought by
the Company and insists that this should not be

The Committee directs to fumish a detailed
on belqted collection of lease rent.
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oAr Tr+E noorl eefi(,rmNOII,J FURNTTT}ED 6Y GIOVSRNMENT

tJ DIT R EPoA-I A!t3 -
n.4\ l.r'nx\.A r C"..--rn "a\..r..Jk

Ggwmment Order. f th€y had ,:rcepied the tease renl based on the old
emer , lhey wgldd have treen forceJ to eccept Rs.Z 36 caores ps anrtum only,
ad of R6.4.73 crores pe. aonum. Al jresent they have established ihe tead &;e
amount eligible to the comp€ny at c. ) 472 ,akf,s per year based on the Colbctor,s

The BSES Kerala Poq/€r Lld hac requested to -exlgnd lhg lease aqt€omdnt
for 15 fiiQre ygars ftom 01.04.;:12. The tease agr€ament wilh ESE-S Kerala .

Ltd clearly indicatBd thal the Dricr aobroval f.dm th. c.rv.rnm.^r i. 6&.'tuv€r Ltd clearly indicatod that the pnc approvat frotr| die Covcmment is r,€;6a;
any furlhor exlension or revisDn oi ates by the Company. The Comianv souoht
roval hdh the Govemment ta erite d the tease agreeimena for furttrer ieri6A wid a

rent dt Rs.14_qores per annum baned on the then prevailing marl(et ;alue ot Rs.7
_p6. cent- The Company apprcrched .their Legat Advigor regardi.{. th€

eptgocs of lease renl amount as advance beyond the b;3e pe,iod af fni rarnl iae
oul 6ny |ease egaeeri€nl. The Legai :xped.advised to retuard.the bdvan@ amount
nQ period betord O1.U.2012 to tt-c party as otherwise it riouH ta^tdnbsit b

ion oJ lease pqbd tuitiei at.the $rme ojd rate6. As company,s intention e|a$ totig lease Frigd at the new rat€ cf Rs 14 crotes pe, annum bas€d on fia thsn .
value of Rs.T lakhs per cent, they repaid the amount a6 ir€r th? legaladvice ard

lh6 b€61 interest ot lh€ Company

The Govemment of Kerala had not ilirected the company lo ten6w the t€aae
msnt turther in lhg morth of Oecen)cer 2012 as stated in tha parg, The Additional
Secrgfary, lndusti€s Department.had convened a mefrthg an Dcccrnber 2012 in
.he directed the company to vallr) lhe iand leased-to BSEq Kerala from lheI Collecto. fof fring the lease ro rt and the gcision would be takon by dte
lnrgot based On the Oistrict Collellgt s v€tuation repoai?nd financial implkafion,
it clearly indii:ated in the Minutes of the meeting. The company.had to iUiOe Uy

I r€vancore. Cochin Chemicals L.,nited (TCCL) is a fullyl *,n* Govemftent
any angaged in'the manufacture of cauatic soda and olher alligd dEritiaal6., State . Electricity Board (KSeB) executed a lono tcrm powe. purchas€
m.nt (PPA) with BSES Kerata power Limited{BKpL)Jhe TCCL tear€d out iO
oJ its land to BKPL for 15 y€r6 frorn 31/03/1992 fo. Eettino up a povrsr planl The
I l€ase rent.was lixed at Rs.1:57 crore tor the perbd Ap.il 20OZ to M;rch 20'|2

wa3 payable in two halt - yearly irrs:allments irr advan@ on 19 Januaiy ard j5p
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