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INTRODUCTION

I,  the  Chairman,  Committee  on  Public  Undertakings  (2023-2026)  having
been authorised by the Committee to present the Report on its behalf, present this
22nd Report on The Kerala Minerals and Metals Limited based on the reports of the
Comptroller and Auditor General of India for the years ended 31 st March, 2017 and
2019 relating to the Public Sector Undertakings of the State of Kerala.

The aforesaid Reports of  the Comptroller and Auditor General of India were
laid  on  the  Table  of  the  House  on  19-6-2018  and  10-6-2021  respectively.
The Reports, besides other things in their findings, brought to light some functional
irregularities relating to the Kerala Minerals and Metals Limited. The Committee,
in connection with the perusal of the reports, took notice of the comparability of
the audit paragraphs pertaining to such irregularities and decided to examine them
altogether. The consideration of the audit paragraphs included in this report and the
examination of the departmental witness in connection thereto were made by the
Committee on Public Undertakings (2021-2023) at its meeting held on 6-10-2022.

This Report was considered and approved by the Committee (2023-2026) at
its meeting held on 22-12-2023.

The Committee place on record its appreciation for the assistance rendered to
them by the Accountant General (Audit), Kerala in the examination of the Audit
paragraphs included in this Report.

The Committee wishes to express  thanks to the officials of the Industries
Department  of  the Government  Secretariat  and the Kerala  Minerals  and Metals
Limited for placing the materials and information solicited in connection with the
examination of the subject.  The Committee also wishes to thank in particular the
Secretaries to Government, Industries and Finance Department and the officials of
the Kerala Minerals and Metals Limited who appeared for evidence and assisted
the Committee by placing their  views before the Committee.

                                                       E. CHANDRASEKHARAN,
Thiruvananthapuram, Chairman,
Ist February 2024. Committee on Public Undertakings.



REPORT 

ON

THE KERALA MINERALS AND METALS LIMITED

Audit paragraph 4.6 (2016-17)

4.6 Extra expenditure in procurement of paper packing bags

Extra  expenditure  of  ₹41.20  lakh  in  procurement  of  paper

packing bags due to limiting the order quantity of the lowest bidder

while simultaneously procuring at higher rates from other bidders.

 According to the directions1 of Central Vigilance Commission (CVC),

the  tendered  quantity  can  be  split  among  bidders  other  than  the  lowest

bidder, only if the lowest bidder is incapable of supplying the full quantity.

Items of critical or vital nature can be sourced from more than one source if

the  ratio  of  splitting  is  pre-disclosed  in  the  tender  itself.  CVC  also

emphasised that conditions in the tender did not authorise tender accepting

authority to take decisions in an arbitrary manner. 

The  Kerala  Minerals  and  Metals  Limited  (Company),  engaged  in

manufacture and sale of titanium dioxide pigment, invited (June 2014) two-

part (technical and commercial parts) global e-tenders for procurement of

six lakh multiwall box type2 paper packing bags (paper bags). Three bidders

submitted bids and all were technically qualified. Price bids were opened on

03 November 2014 and the standing of the three bidders were as given in

Table 4.12: 

1 Circular No. 4/3/2007 dated 3 March 2007. 
2 Paper bag (valve/box)of size 550mm( Length)X470mm(breadth)x135mm(Height) suitable 
   for use on Haver Integra Bagging Machine. 

266/2024.
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Table 4.12: Standing of bidders on opening of the price bids 

Sl.

No.

Name of bidder Landed cost per bag (₹)

 

1

B&A Packaging India Limited, Odisha (B&A

Packaging)

36.76 (L1) 

2 Dy-Pack  Verpackungen  Guztav  Dyckerhoff

GmbH, Germany (Dy-Pack)

47.19 (L2)

3 Mondi  Bags  Austria  GmbH,  Austria  (Mondi

Bags)

 48.04 (L3)

    (Source: Data collected from the Company)

The Company placed (5 December 2014) purchase orders on B&A Packaging

for one lakh paper bags at the rate of ₹36.76 per bag. Balance five lakh paper bags

were procured from Dy-Pack (3.36 lakh paper bags) and Mondi Bags (1.64 lakh

paper bags) at the negotiated rate of ₹45 per bag (landed cost). Decision to restrict

the quantity to be purchased from B&A Packaging was taken (October 2014) by

Managing Director of the Company on the ground that the firm was a new entrant

and hence, was in trial stage.

Audit observed that B&A Packaging was technically qualified in the tender

and hence, supply orders were not deniable on quality issues. Denial of full ordered

quantity  on  the  ground  that  B&A Packaging  was  in  the  trial  stage  was  also

unjustifiable because the Company procured 500 bags in December 2013 as trial

and another 25,400 bags (August 2014) for bulk trial from them. Both the trials

were found satisfactory (01 December 2014). Three officials of the Company also

visited (14 October 2014) the factory of B&A Packaging to assess their capability

and  production  facility  and  reported  (18  October  2014)  that  it  had  sufficient
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production  capacity3 .  Ignoring  all  these  matters,  the  Company  restricted  the

quantity of order for B&A Packaging to one lakh paper bags and procured balance

five lakh paper bags from Dy-Pack and Mondi Bags at higher rates, which resulted

in extra expenditure of ₹41.20 lakh (5 lakh bags x ₹8.24). 

Audit also observed that at the time of placing purchase orders (December

2014), the stock of paper bags was 2.43 lakh and the number of bags used per

month during June 2014 to December 2014 ranged between 0.22 lakh (August

2014) and 0.74 lakh (October 2014). Thus it can be observed that there was no

urgency for procurement of paper bags from L2 and L3 bidders. 

Government of Kerala (GoK) replied (March 2017) that the officials of the

Company who visited the factory of B&A Packaging reported (18 October 2014)

that looking at the technical capabilities, order of one lakh bags may be placed on

the firm. Moreover, feedback from end users of the trial order of 25,400 procured

from B&A Packaging was still awaited and thus, the Company was not sure about

the quality of these bags. Considering the uncertainty in quality, the Company gave

orders to L2 and L3 who were established manufacturers. It was further replied that

the tender conditions provided for placement of orders on one or more bidders and

accordingly, order for balance supply was split between L2 and L3. 

Reply of GoK was not acceptable due to the following reasons: 

• The officials of the Company who visited the factory of B&A Packaging

reported (18 October 2014) that it had sufficient production capacity. They only

suggested to give a part order to this firm and increase the quantity of order based

on feedback from customers during the part supply period, which was permissible

as  per  conditions  of  tender.  This,  in  no  way justified  splitting  of  the  tendered

quantity among other bidders. Further, B&A Packaging quoted for supplying the

entire tendered  quantity  of  six  lakh  bags  and  had  at  no  stage  expressed  their

inability to supply the entire tendered quantity. The Company carried out the trial

starting with 500 paper bags as early as December 2013 and the same was found

3 Total production capacity of 3.50 crore bags per year and utilised capacity upto 1.8 crore  bags per 
year as against the company’s requirement of 6 lakh bags. 
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satisfactory  (29  January  2014).  Further,  the  bulk  trial  of  25,400  paper  bags

purchased  from  B&A Packaging  was  completed  in  November  2014  and  the

Company found (1 December 2014) that the paper bags were of good quality even

before placement of Purchase Order for one lakh paper bags. The Company also

did not receive any complaints from the customers during the trial stage of paper

bags purchased from B&A Packaging. 

• Tender  conditions  providing  for  placing  orders  with  more  than  one

supplier simultaneously was in violation of CVC directions, as ratio of splitting

quantity was not pre-disclosed in the tender documents and the item procured was

not stated as critical or vital. 

Thus, decision of the Company to limit the order quantity to B&A Packaging

and purchase of paper bags from L2 and L3 bidders at higher rates in violation to

the guidelines of CVC resulted in loss of ₹41.20 lakh to the Company.  

[The Audit paragraph 4.6 contained in the report of the C &AG for the year

ended 31 March 2017.]

The notes furnished by the Government on the audit paragraph are given  in

Appendix II

Discussion and findings of the Committee

The Committee sought explanation on the extra expenditure of  ₹41.20 lakh

in procurement of paper packing bags from L2 and L3 bidders in tender process.

The Managing Director informed that the Company used only the paper  packing

bags  of M/s Dye-pack, Germany and  M/s Mondi  bags, Austria GmbH till 2014 .

Then  in  2014,  as   a  part  of   promoting  indigenisation  and  cost  cutting  the

company decided to award the  tender  for the  supply of  paper  packing bags  to

M/s B & A Packing India Limited, Odisha- L1, a tea bag distributor manufacturing

high technology paper bags.   As the company was  a  new entrant,  a technical

inspection team of the company visited the factory to assess their manufacturing

capability  before  opening  the  price  bid  and  recommended  that  only  a  partial

purchase order can be given to the firm and that further order could be given only
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after assessing the quality of bags they supply and customer feed back.  Based on

this recommendation, out of six lakh bags tendered, the company decided to award

purchase order only for one lakh bags to M/s B & A Packaging India Limited,

Odisha, which was L1. As the dry powder could not be stored in an intermediate

facility and needed to be bagged immediately after production, any shortage in the

supply of bags would have resulted in stoppage of production which would have in

turn resulted in a loss of 40-50 lakh rupees per day.  Hence the company decided to

place  orders  for  the  remaining  five  lakhs  bags  equally,  as  stipulated  in  tender

conditions, among the remaining two bidders who were L2 and L3, Viz.  M/s Dye-

pack, Germany and M/s Mondi bags, Austria at the rate quoted by L2. The witness

also clarified that the award of the order at the rate of L2 was done in good faith to

avoid possible financial loss in case the L1 failed to fulfil the quality of bags. 

 The Committee pointed out that the officials of the company who visited the

factory of B&A Packaging reported that it had sufficient production capacity and

found no quality issues. Moreover the ratio of splitting quantity was not included in

the tender conditions. Then the Committee expressed doubt on the transparency of

the process of awarding order and asked reason for inviting tender when it had  a

stock of  240000 bags required for   six months.  The witness  replied that  when

inviting the tender, the Company only had a stock  for two months and  it required

12 lakh bags per year. The  Senior Audit Officer objected it and informed that  by

assessing the use of bags from June 2014 to December 2014,  the  audit found that

the Company required only 40000 bags per month and had a stock of  2.43 lakh

bags at the time of inviting the  tender. When  the Committee asked whether the

Company had used  12 lakh  bags in any year, the officials could  not give a clear

reply.

The Committee commented that prima facie the act of the company, in giving

the  order of only one lakh bags to the Indian company which quoted lower rate

and the balance 5 lakh  to the companies which quoted higher rate,  seemed to be

suspicious. If the product of the Indian company had any quality issues it had to be

considered before the selection. Then the   Committee enquired about  pre quality test.
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The witness informed that  the Company procured 500 bags in December 2013 and

another 25400 bags in August 2014 as a trial and found  some issues.

Then  the Committee pointed out that the Company never  stated  anywhere

that the product had quality issues. The  Managing Director informed that in the

year 2021 B&A Packaging had supplied the entire  quantity  of   the paper bags

required  for  the  Company.  The  Committee  enquired   about  the  details  of  the

current  year’s  supply  order.  The witness  informed that  it  was  given  to  M/s  Dye-pack,

Germany and M/s B & A Packaging India in the proportion of  60:40 respectively

at L1 rate. To a specific query of the  Committee that the reason for not to award

the order at the rate of L1, the witness replied that the  M/s Dye-pack,Germany

claimed their product had five micron more than that of Indian product and could

not be compared with the rate of the Indian product.

The Committee noted that the bulk trial of 25400  paper bags purchased from

B & A packaging was completed in November 2014 and the company found that

the paper bags were of good quality even before placement of purchase order for

one  lakh  paper  bags.  The  company   did  not  receive  any  complaints  from the

customers  during  the  trial  stage  about  paper  bags  purchased  from  B  &  A

packaging. To this the witness informed that  B & A packaging was basically a

teabag manufacturing company  and their  production of industrial bags was only

20%  of  the  total  production  and  had  no   previous  experience  and   started

manufacturing of industrial bags after obtaining a sample of foreign made bag from

the Company.  The committee who visited the Company suggested only partial

order.

The Managing Director  agreed with opinion of  the Committee that  prima

facie  the  observation  of  Accountant  General   was  correct.  The  Committee

observed that the reason for giving only one lakh orders to B & A packaging could

not be acceptable as the Company found no quality issues during the trial stage and

the technical team recommended only part order. Moreover the ratio of splitting

quantity  was  not  included  in tender  documents.  Then the  Senior  Audit  Officer

remarked  that technical team who visited B & A packaging only suggested to give
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a  part  order  and  increase  the  quantity  of  order  based  on  the  feedback.  The

Committee commented  that  the act of the company, to limit the order quantity to

B&A packaging  and  give  orders  to  L2  and  L3  at  higher  rate  in  violation  to

guidelines of CVC, was a severe lapse and should be careful not to repeat of such

lapses.

Observations/Recommendations of the Committee

The Committee observes that the technical team of the company while

visiting  the  factory  of  B&A  Packaging  reported  that  it  had  sufficient

production capacity and found no quality issues. They only suggested to give a

part order  and increase the quantity of the order based on the feedback of the

customer. The Committee understand that the advise of the technical team

regarding the purchase of bags from B&A packaging was misinterpreted for

placing orders of 4 lakh bags from other bidders at a higher rate than that of

the lowest bidder without valid reasons is highly irregular.  Moreover the ratio

of splitting quantity was not included in the tender conditions. Also the  Audit

found that  the Company required about 40000 bags per month and had a

stock of  2.43 lakh bags at the time of inviting the  tender. The Committee

points out that the concerned officer was unable to give a clear answer to the

Committee's  inquiry as  to whether 12 lakh bags are being used in a year.

Hence the Committee observes that prima facie the act of the company, in

giving the  order of only one lakh bags to the Indian company which quoted

lower rate and the balance 5 lakh  to the companies which quoted higher rate,

seems  to  be  suspicious  and the  tender documents  were  not  prepared  in  a

transparent manner. 

The Committee  observes that the reason for giving only one lakh orders

to B & A packaging is not acceptable as the Company found no quality issues

during  the  trial  stage.  More  over   the  ratio  of  splitting  quantity  was  not

included in tender documents as stipulated by CVC. Hence the Committee

recommends that the ratio of division of quantity should be clearly included in
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the tender documents,  in future and utmost care should be taken to avoid

such procedural lapses again.

Audit paragraph 5.2 (2018-19)

5.2  Electrical  energy  management  by  Public  Sector  Undertakings  in  the

manufacturing sector

Delay  in  conducting  energy  audit,  failure  to  achieve  specific  energy

consumption  norms,  non-availing  of  open  access  facility  etc.  led  to  extra

expenditure and non-achievement of energy savings. 

Energy4 management  activities  in  India  are  governed  by  the  Energy

Conservation Act, 2001 (Act). Government of Kerala (GoK) accords high priority

to  energy  conservation  and  energy  efficiency  and  issued  guidelines  (May/

November  1992)  for  conducting  energy  audit  and  directions  (June  2015)  to

regulate energy consumption standards for equipment and appliances. Bureau of

Energy Efficiency (BEE) is established under the Act to coordinate with designated

consumers, designated agencies and others. Energy Management Centre (EMC) is

the State Designated Agency to  co-ordinate, regulate and enforce the provisions of

the Act/ guidelines/ directions. 

A  sample  of  nine5 out  of  thirty  Public  Sector  Undertakings  (PSUs)

functioning in  the  manufacturing sector  was  selected  as  per  Stratified  Random

Sampling Method6 for assessing the level  of compliance to the Act/  guidelines/

directions  and  evaluating  the  implementation  of  energy  conservation  measures

4 As per Section 2(h) of Energy Conservation Act, 2001, energy means any form of energy derived
from fossil fuels, nuclear substances or materials, hydro-electricity and includes electrical energy or
electricity generated from renewable sources of energy or bio-mass connected to the grid.

5 Travancore  Cochin  Chemicals  Limited  (TCCL),  Malabar  Cements  Limited  (MCL),  The  Kerala
    Minerals  and  Metals  Limited  (KMML),  Kerala  State  Coir  Machinery  Manufacturing  Company
    Limited  (KSCMMCL),  Travancore  Titanium  Products  Limited  (TTPL),  Keltron  Component
    Complex Limited (KCCL), Steel Industrials Kerala Limited (SILK), Sitaram Textiles Limited (STL)
     and Transformers and Electricals Kerala Limited (TELK).

6 Based on energy consumption bill data.
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during the period 2016-17 to 2018-19. Audit findings in this regard are discussed

below: 

5.2.1 Delay in conducting energy audit

As  per  the  GoK  directions  (1992/2015)  read  with  Government  Order

(January 2011), all HT/EHT installations should conduct energy audit once in three

years. 

Audit observed that out of nine PSUs selected for audit, energy audit was not

conducted  in  STL so far  (October 2019).  Though SILK conducted  first  energy

audit in 2008, subsequent energy audits were not conducted till October 2019. In

the case of remaining six7 PSUs, delay ranging from 7 to 59 months was noticed in

conducting the latest energy audit which was due between May 2012 and March

2019.  The  energy  audit  conducted  by  MCL,  KMML and  KSCMMCL did  not

include all their HT/EHT connections8 . 

Regarding  delay  in  conducting  energy  audit,  the  GoK  replied  (October/

November/  December 2020) that  SILK planned to conduct  energy audit  during

July  2020,  which  did  not  materialise  due  to  Covid-Pandemic  situation.  TCCL

conducted the energy audit only in February 2019 due to selecting energy auditor

from the BEE’s empanelled list. Further, KMML and TTPL had initiated steps for

conducting the energy audit for its units. KCCL missed one energy audit due to

retirement  of  key  personnel  and  STL would  take  immediate  steps  to  conduct

energy audit. 

TELK replied (September 2020) that  the energy audit  was conducted and

report  submitted to EMC in September 2020. Regarding not conducting energy

audit  of  all  the units,  the PSUs replied that  steps were initiated to conduct the

energy audit of these units. 

7 TCCL, KMML, KSCMMCL, TTPL, KCCL and TELK. Since the last energy audit of MCL was
    conducted in April 2016, next audit was due in April 2019. 

8 Mines at Walayar of MCL, Mineral Separation Unit and Titanium Sponge Plant of KMML and the
    administrative building of KSCMMCL

266/2024.
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The fact, however, remains that non-conducting of energy audit or delay in

conducting it would lead to delayed identification of areas for energy efficiency

and conservation with probable energy savings. The reply of GoK regarding TCCL

was not correct as the delay was due to failure of the PSU to ensure technical

qualification of the L1 firm before opening the price bid which led to cancellation

of the tender.  Further,  as STL and SILK did not conduct any energy audit  and

KMML did not claim the subsidy though it conducted energy audits, these PSUs

did not receive the subsidy9 from EMC. 

Audit  also  noticed  that  EMC was  appointed  (January  2011)  as  the  State

Designated Agency to coordinate, regulate and enforce the provisions of the rules

in force. EMC, however, did not regularly monitor the conduct of energy audit and

follow-up measures implemented by the PSUs. 

EMC stated (July 2020) that empanelled energy auditors would be directed to

incorporate details including status of implementation of previous energy audit and

recommendations in energy audit report. 

5.2.3 Excess power consumption by non-designated PSUs

In the case of non-designated PSUs, Audit reviewed the existence of power

consumption norms and power consumption pattern against such norms, if any. 

Audit observed that four10 out of seven PSUs did not fix any norms for power

consumption. In the case of remaining three11 PSUs, the consumption of power was

higher  than  the  norm fixed  by  them.  The excess  power  consumption  over  the

norms ranged between 0.47 per cent (TTPL) and 13.90 per cent (KMML) during

2016-17 to 2018-19. This resulted in extra expenditure of 11.36 ₹ 12 crore. 

9 EMC provides subsidy of  ₹50,000 or 50 per cent of the cost incurred, whichever is less, to PSUs
for conducting energy audit.

10   KSCMMCL, TELK, SILK and KCCL.

11 KMML, TTPL and STL. 

12 KMML (₹10.87 crore), TTPL (₹33.96 lakh) and STL (₹14.55 lakh).
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The  GoK  replied  (November/  December  2020)  that  the  specific  energy

consumption of TTPL was fixed for a daily production of 45 tons and the excess

compared  to  the  norm  was  due  to  non-achievement  of  this  production  level.

Further, steps were being taken to fix the range of specific energy consumption

under different production levels. The GoK replied that STL achieved the norms in

2016-18, but the power consumption increased in 2018-19 due to the increase in

capacity utilisation. 

TELK/KSCMMCL  replied  (September/December  2020)  that  steps  were

being taken for fixing norms for consumption of energy for different productions

levels, production mix etc. 

The GoK reply  was  silent  on  the  reasons  for  the  excess  consumption  of

power  in  KMML.  The  reply  regarding  TTPL was  also  not  acceptable  as  no

production level was stipulated for achieving the specific energy consumption at

the time of fixing the norm. Further, the norm was revised from 1,200 kWh to

1,150 kWh in May 2016 based on the performance in 2015-16 and no revision was

made thereafter which indicated that the norm was achievable. The reply regarding

STL was  not  tenable  as  increase  in  capacity  utilisation  would  ideally  help  to

achieve the norm. 

5.2.4 Non-utilisation of open access facility for purchase of power

As  per  Section  42  of  the  Electricity  Act  2003,  Kerala  State  Electricity

Regulatory  Commission  introduced  (2013)  open  access  scheme  enabling  the

electricity users having more than 1 MW connected load to avail the benefits of

cheap power by purchasing it from the open market. 

Audit noticed that out of seven PSUs13 which were eligible to avail the open

access facility, only two PSUs, KMML and TCCL, utilised the facility from 2015-

16  and  2017-18  onwards  respectively.  There  were  savings  of  13.37  crore  to₹

KMML and 8.72 crore to TCCL on account of purchasing power using the open₹

access facility up to 2018-19. 

13 MCL, TCCL, KMML, TELK, TTPL, KCCL and STL. 
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The GoK confirmed (December  2020)  that  STL did  not  initiate  steps  for

availing  open  access  facility  for  purchase  of  power.  KCCL would  explore  the

possibilities of utilisation of open access facility.

Out of the remaining five PSUs, three PSUs, MCL, TTPL and TELK, had

EHT connections and there was scope for  availing power through open access

facility to minimise the cost of power. 

5.2.5 Non-implementation of solar power projects

The Budget Speech 2013-14 of the GoK encouraged the PSUs to set up solar

energy units. GoK also issued directions (July/December 2013) to six14 out of nine

PSUs selected for audit to implement solar energy units.

Audit observed that four15 out of the six PSUs set up solar energy units as

directed by GoK. In the case of the remaining two PSUs, TELK did not take any

steps to comply with the directions of the GoK. KMML did not implement the

solar energy unit as it was not financially viable (2014) and due to closure (2018)

of a scheme for roof top solar project under Renewable Energy Service Company

(RESCO) model16 implemented  by Solar  Energy  Corporation  of  India  Limited.

Audit noticed that implementation of solar energy project would have reduced the

liability  of  KMML  towards  purchase  of  Renewable  Energy  Certificates  for

fulfilling Renewable Purchase Obligation17.

It was further noticed that MCL failed to claim subsidy of  six lakh₹ 18 from

Ministry  of  New  and  Renewable  Energy  (MNRE)  for  implementing  the  solar

14 KMML, MCL, TELK, TTPL, TCCL and STL. 

15 MCL, TTPL, STL and TCCL.

16 Under this model, there is no capital investment by KMML and regular upkeep of the facility will
be done by the supplier for 25 years.

17 As per Kerala State Electricity Regulatory Commission (Renewable Energy) Regulations, 2015,
2017 and 2019, KMML was liable to purchase Renewable Energy Certificates for a certain percentage
(ranged from 4.50 per cent  to 12 per  cent) of the total  energy availed through open access from
renewable sources. 
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energy project. After it was pointed out by Audit, MCL claimed (October 2019) the

same, which was yet to be received. 

The GoK replied (November 2020) that there was no intentional delay on

KMML’s part in implementing the solar project. Further, MCL was not eligible for

MNRE subsidy as it comes under industrial building under State PSU. 

TELK replied (September 2020) that the possibilities of implementing roof

top solar project were being explored. 

However, as per the notification (November 2015) of MNRE, subsidy was

not available to commercial and industrial buildings of the private sector but was

available for an industrial building under a State PSU. In the case of other PSUs,

they were yet to comply with the direction (2013) of the GoK. 

5.2.6  Lapses  in  energy  requirement  planning  and  efficiency  improvement

measures

As per the tariff orders of KSEBL approved by the Kerala State Electricity

Regulatory Commission, 75 per cent of the Contract Demand (CD) or the actual

Recorded  Maximum Demand (RMD) whichever  is  higher  is  considered  as  the

billing maximum demand. If the RMD exceeds the CD, RMD is billed at 1.5 times.

The tariff orders from time to time also provide for incentives19 to HT and EHT

consumers for power fact20 (PF) improvement. An increase in PF above 0.90 would

thus reduce energy charges.  If  the PF falls  below 0.90, one per  cent of  energy

charges for reduction of every 0.01 unit is charged in addition to the applicable

charges. 

5.2.6.2 Analysis also revealed that seven PSUs21 achieved PF above 0.90 in

all  the  three  years  (total  eight  connections).  Out  of  this,  TCCL obtained  PF

18 Cost capital subsidy of 30 per cent of the project cost limited to ₹30 per Watt peak for Photovoltaic
Systems without battery backup

19 0.50 per cent vide Kerala Gazette Order No. 782 dated 21/04/2017, 0.25 per cent vide Kerala
Gazette Order No. 1305 dated 28/11/2012, No. 2652 dated 9/9/2013 and No. 2379 dated 27/09/2014. 

20 Power  Factor  (PF)  expresses  the  ratio  of  true  power  used  in  a  circuit  to  the  apparent  power
delivered to the circuit. 
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incentive  of  10  points  for  34  months  and  nine  points  for  two  months.  In  the

remaining five connections,  three PSUs (KMML-2, KSCMMCL-2 and SILK-1)

paid penalty of  7.21 lakh during this  period for  reduction in  PF below 0.90.₹

Continued reduction in the PF and payment of penalty indicated that the PSUs

failed to investigate the reasons for poor PF and take remedial action. Though the

energy audit report recommended (April 2018) replacement of capacitor in one of

the  HT connections,  KMML replaced  the  capacitor  only  in  June  2019 despite

paying penalty for PF reduction on a regular basis.

The GoK and PSUs (January/ October 2020) replied that steps were being

taken to improve the power factor. 

Recommendation 5.2: The GoK/PSUs may accord priority for undertaking

timely  energy  audit,  to  identify  energy  efficiency  and  conservation  areas

including availing open access facility in order to achieve efficient use of energy.

A  senior  management  level  oversight  mechanism  may  be  contemplated  to

monitor the achievement in this regard.

[The Audit paragraph 5.2 contained in the report of the C &AG for the year

ended 31 March 2019.]

The notes furnished by the Government on the audit paragraph are given  in

Appendix II

Discussion and findings of the committee

5.2  Electrical  Energy  Management  by  Public  Sector  Undertakings  in  the

manufacturing Sector.  (2018-19)

5.2.1. Delay in conducting energy Audit

The Committee enquired whether energy audit had been conducted for all

HT/EHT Connections. The concerned official replied that the Company had  two

main units  viz.  the pigment unit  and  mineral separation unit. The  energy audit of

the  pigment unit had been done by an  external agency  and  the  energy audit of

21 TCCL, MCL, TTPL, TELK, KCCL, SILK (one connection) and STL.
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the mineral separation unit  had been done by an internal agency; and after the

audit observation,  external agency is engaged for conducting regular audits.

The Managing Director admitted that though they had conducted the energy

audit they could not insisted upon getting  the subsidy amount of 50,000 rupees as

EMC informed that they had insufficient  funds. The Committee noted the failure

of  the  Company  in  claiming  the  subsidy  amount  due  from  the   EMC   after

conducting energy audit and directed to take appropriate action.

The  Committee  enquired  whether  energy  auditing  was  conducted  for  all

ET/HT connections. The witness replied that though energy audit had to be done in

all  ET/HT  connections,  it  was  not  done  in  the  mineral  separation  unit  and

following the audit  observation, steps were being taken after  2020 to complete

energy auditing of all HT/EHT connections of all units and to submit the report.

Observation/Recommendation of the Committee

 The Committee observes that energy audit of the  pigment unit  was done

by an  external agency  and  the  energy audit of the mineral separation unit was

done by an internal agency and after the audit observation,  external agency is

conducting regular audits.The Committee observes that the Company failed in

obtaining the the subsidy amount of 50,000 rupees from EMC. The Committee

points out that the persons responsible for this cannot stay away from it.  Hence

the Committee recommends that responsibility should be fixed on the persons

concerned and appropriate action should be taken to obtain the subsidy.

5.2.3. Excess Power Consumption by non-designated PSUs

The Committee sought  the reason of excess power consumption against  the

norms fixed.  The Managing Director informed that  36000 tonnes per year is  the

rated capacity of production and for the last years  the production  was between

30000 and 34000 tonnes. The benchmark conception can be attained only if the

production   reached   36000 tonnes.  He added that  power  consumption  can  be

reduced only by maximising the production.
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To a query of the Committee,  the Managing Director informed  that during

previous years the Company could not increase production due to various reasons.

But in  the last year it attained the maximum production capacity. As a chemical

industry which had heavy corrosion, there will be a yearly shutdown and tend to

lose minimum 30 days of production. The shortage in the availability of the black

sand also affected production during last years.

The Committee inquired about the stock of black sand held by the company.

The Managing Director informed that the company did not have enough stock of

black sand and was currently working with minerals obtained from Thottapally and

were facing some problems for mining in Kovilthottam. He also informed that a

file had been forwarded to the Revenue Department seeking permission for  mining

in Neendakara.

The  Committee  asked  whether  the  difference  in  the  actual  power

consumption  during  the  period  2019-20  to  2021-22  had  been  examined.  The

Managing Director informed that the consumption has increased in proportion to

the  production  and  since  the  last  year's  production  was  35000  tonnes,  the

consumption of  electricity had also reached to the fixed benchmark.

The Committee wanted to know the details of the  procurement  of power and

its rate. The witness replied that the Company purchased power from  KSEB  and

also by utilising open access facility. Only 10 to 15% of the required electricity is

available from Open Access and it  was one rupee cheaper than the normal rate per

unit. 

Observation/Recommendation of the Committee

The Committee observes that  36000 tonnes per year is  the rated capacity

of production of the company and for the last years  the production  was between

30000 and 34000 tonnes. The benchmark consumption can be attained only if

the production  reaches  36000 tonnes and power consumption can be  reduced

only  by maximising the production.  Hence the  Committee  recommends that
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necessary steps should be taken to bring the production up to the benchmark by

keeping the electricity consumption within the prescribed norms.

5.2.4.Non-utilisation of open access facility for purchase of Power

5.2.5. Non-implementation of solar power projects 

Regarding  the  audit  objection,   the  DGM informed  that   the  roof  of  the

Company's administrative office had a space for 10KV solar power plant only.  He

added that the Company had  20 acres of land refilled after mining  adjacent to the

sea. As the land could not be used for any other purpose, a survey conducted by

Keltron had been completed to assess the possibility of setting up a solar plant

there and further action is in progress.   He further stated that though the Company

tried to install  CAPEX model solar panel in 2014, it was given up finding that it

had  negative returns. After that the board approved the proposal for setting up a

RESCO model solar power plant. But the Company could not  proceed with it as

the Solar  Energy  Corporation  of  India,  which  provides  capital  subsidy  for  this

scheme, stopped the same. Now the company commissioned a 10 KV  online UPS

with solar panel on the administrative block. The Managing Director added that  as

the company  handled dusty chemicals, the RESCO model would be a better option

as far as maintenance is concerned.

When the Committee inquired whether any visit had been conducted to study

the  chemical  industry-related  institutions  in  foreign  countries,  the  Managing

Director  informed that  no  such  studies  had  been  conducted  in  this  regard.  He

further  added that  usually  solar  plant  would be  installed only on the roofs  of

chemical  industry-related  institutions  and  in   an  extensive  scale  it  would  be

implemented  in  barren  areas  such  as  in  CIAL Model   and  that  will   be  more

effective.

To a query of the Committee, the witness informed that  after mining up to a

depth of 8 meters it  would be filled with non-valuable sand. He added that the

Company  had  decided   to  install  a  200  KV plant  on  the  roof  of  the  newly

266/2024.
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constructing  canteen building and  KMML had received the state award of EMC

for the year 2019 and 2020.

Observation/Recommendation of the Committee

The Committee  observes  that  Keltron  has  completed  a  survey  for

setting up a solar power plant on the 20 acre land reclaimed after mining.

Hence the Committee opines that the implementation of solar energy projects

would be beneficial  to  the  company and recommends to   furnish a report

regarding the present status of implementation of solar power project.

5.2.6.  Lapses  in  energy  requirement  planning  and  efficiency  improvement

measures

The  Committee wanted to know the reason for the poor power  factor  and

the measures taken to rectify it. The Managing Director informed that it was due to

a faulty capacitor outside the Company. The capacitor  of the HT connections could

be  replaced   only  after  the  local  agitation  in  the  mining  area   was  over.  The

Company had not done any intentional lapse  regarding this.

The Committee inquired whether  any studies had been conducted to  ensure

to get the benefit of maximum energy saving.  The witness replied that Keltron was

conducting a  study regarding this.  To  a   specific  query of  the  Committee the

witness informed that the action taken on the energy audit reports of external  and

internal  agencies  had been updated to   EMC. He also informed that   HT/EHT

connections were audited by EMC accredited agency and  currently it  is  being

done by Kerala State Productivity Council. He added that  the auditing is being

done once in three years as  per the Government Order.

The Committee doubted  whether any effective study is possible if the audit

is being conducted once in every three years  as there had been changes in energy

consumption every year as part of modernisation process. The witness replied  that

on the basis of the annual internal  audit, the energy savings are calculated and

evaluated regularly, and on the basis of that, the KMML got  award in 2019 and 2020.   
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Observation/Recommendation of the Committee

The Committee  doubts   whether any effective  study is  possible  if  the

audit is being conducted once in every three years  as there had been changes

in energy consumption every year as part of modernisation process. Energy

savings  are  counted  on  the  basis  of  the  annual  internal  audit,  but  the

Committee observes that 1.23 lakh fine was paid since the power factor was

below 0.90 in two of the company's connections. Therefore, the Committee

recommends that a constant monitoring system should be established in PSUs

of higher end energy access for maintaining the PF (Power Factor) above 0.90

by  finding  out  rectification  areas  and  taking  effective   measures  for

rectification.

 

                                                                         E. CHANDRASEKHARAN,
Thiruvananthapuam,          Chairman,     
1st  February 2024.         Committee on Public Undertakings 



20

Appendix -I

Observations/Recommendations of the Committee

Sl.
No. 

Para
No. 

Department Observations/Recommendations

(1) (2) (3) (4)

1 1 Industries The Committee observes that the technical team
of the company while visiting the factory of B&A
Packaging  reported  that  it  had  sufficient
production capacity and found no quality issues.
They only suggested to give a part order  and
increase the quantity of the order based on the
feedback  of  the  customer.  The  Committee
understand that the advise of the technical team
regarding  the  purchase  of  bags  from  B&A
packaging was misinterpreted for placing orders
of 4 lakh bags from other bidders at  a higher
rate than that of the lowest bidder without valid
reasons is highly irregular.  Moreover the ratio
of  splitting  quantity  was  not  included  in  the
tender conditions. Also the  Audit found that  the
Company required about 40000 bags per month
and had a stock of  2.43 lakh bags at the time of
inviting the  tender.  The Committee points out
that the concerned officer was unable to give a
clear  answer to  the Committee's  inquiry  as  to
whether 12 lakh bags are being used in a year.
Hence the Committee observes that prima facie
the act of the company, in giving the  order of
only one lakh bags to the Indian company which
quoted lower rate and the balance 5 lakh  to the
companies which quoted higher rate,  seems to
be suspicious and the tender documents were not
prepared  in  a  transparent  manner.  The
Committee  observes that the reason for giving
only one lakh orders to B & A packaging is not
acceptable  as  the  Company  found  no  quality
issues  during  the  trial  stage.  More  over   the
ratio of splitting quantity was  not   included    in
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(1) (2) (3) (4)

tender documents as stipulated by CVC. Hence
the  Committee  recommends  that  the  ratio  of
division of quantity should be clearly included in
the tender documents  in future and utmost care
should be taken to avoid such procedural lapses
again.

2 Industries The Committee observes that energy audit of the
pigment unit  was done by an  external agency
and  the  energy audit of the mineral separation
unit was done by an internal agency and after
the  audit  observation,   external  agency  is
conducting  regular  audits.The  Committee
observes  that the Company failed in obtaining
the the subsidy amount  of  50,000 rupees from
EMC. The Committee points out that the persons
responsible  for  this  cannot  stay  away  from it.
Hence  the  Committee  recommends  that
responsibility  should  be  fixed  on  the  persons
concerned  and  appropriate  action  should  be
taken to obtain the subsidy.

3 Industries The Committee observes that  36000 tonnes per
year is  the rated capacity of production of the
company and for the last years  the production
was  between  30000  and  34000  tonnes.  The
benchmark consumption can be attained only if
the  production   reaches   36000  tonnes  and
power  consumption  can  be   reduced  only  by
maximising  the  production.  Hence  the
Committee  recommends  that  necessary  steps
should be taken to bring the production up to the
benchmark  by  keeping  the  electricity
consumption within the prescribed norms.

4 Industries The  Committee  observes  that  Keltron  has
completed a survey for setting up a solar power
plant  on  the  20  acre  land  reclaimed  after
mining.   Hence the Committee opines  that the
implementation of  solar  energy projects  would
be beneficial to the company and recommends to
furnish a report regarding the present status of
implementation of solar power project.
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(1) (2) (3) (4)

5 Industries The  Committee  doubts   whether  any  effective
study is possible if the audit is being conducted
once  in  every  three  years   as  there  had been
changes  in  energy  consumption  every  year  as
part  of  modernisation process.  Energy savings
are counted on the basis of the annual internal
audit, but the Committee observes that 1.23 lakh
fine was paid since the power factor was below
0.90  in  two  of  the  company's  connections.
Therefore,  the  Committee recommends  that  a
constant  monitoring  system  should  be
established in PSUs of higher end energy access
for  maintaining the  PF (Power Factor)  above
0.90 by finding out rectification areas and taking
effective  measures for rectification
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