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INTRODUCTION

I, the Chairman, Committee on public Undertakings 2014_2016 havil|
been authorised by the Comrninee to present the Report on rfr"i, U"fr"ft pr"."r,i
this Sixty Seventh Report on Kerala Minerals 

"r,d 
M"t"l. Limrted based

on the Reports ofthc Comptrollq and Auditor General oflndia for the ycars ended
3l st March,2009 & 2010 (Commercial) relating to the Government ofKerala.

The Reports of the Comptroller and Auditor General of India for the
years endcd on 3lst March, 2OOg & 2OlO were laid on the Table of the Hous€
on 28-6-201I & 23-3-2012 rcspectively. The consideration ofthe audit paragraphs
included in this Report and the examination ofthe departrnental witness in conaection
thcreto was made by the Committee on pubiic Undertakinls constituted
for the years 2011- 14.

This Report was considered and approved by the Committ()e at the meetrng
hcld on 19- l1-2014.

The Committee place on record their appreciation of the assistanae rendered
to them by the Accountant General (Audit), Kerala in the examination of the Audit
Paragraphs in this Report.

^ 
The Committee wish !o express their thanks to the officials of the Industries

Departrnent of the Secretariat and Kerala Minerals and Metals Limited ibr placing
before them the materials and information they wanted in connection with the
examination of the subject. Th€y also wish to thank in particular thc Secretaries to
Govemment, Industries and Finance Department and the officials of Kerala Minerals
and Metals Limited who appeared for evidence and assisted thc Commiftee by placing
their considered views before the Commttee.

'Ihiruvananthapuram,

I lth December, 2014.

K. N. A. KHADER,

Chairman,
Committee on Public tlndertakings.



REPORT

KERALA MINERALS AND METAI-S IIMITEI)

AUDn PARAGRAPH

Wasteful Expenditure due to Lrck ofDue Professional Care

The Company is engaged in the production and sale of Titanium Dioxide
Pigment ( tI)P). As envisaged in the corporate plan for expansion and modernisation
(June 2003), the Company took up (2004-2007) implementation ofexpansion schcme
for enhancement in production capacity for TDP from twenty two thousand MT to
onc lakh MT per annum in three phases (eight projects). The estimated cost of the
projects was { ?60 crore, proposed for funding from own resourccs.'lhis was based

on the projection that Company had equity and reserve fund ofT 327 crore, fixed
deposit of {187 crore and was making profit since 1999-2000, which was expected
to continue in future also. The technical consultancy for carrying out the expansion
project was entrusted (January 2004) to MECON, Ranchi, on total responsibility
basis, which included preparation ofDetailed Project Report (DPR) also.

Audit observed (January 2009) that the Company, even before the submission
ofDPR, which was essential for taking any investment decisions, issued (January
2005-July 2006) orders for machinery/erection valuing t 431,19 crore. According
to the DPR submitted (June 2006) by MECON the estimated cost ofthe project on
completion was projected at { 1,115 crore against the originally estimat€d cost of
{ 760 crore, an escalation of47 per cent.

In view of enormous escalation in cost, th€ Board of Directors constitutcd
(July 2006) a sub-committee to review the pro1€ct and to submit rccommendations.
The sub-committo€ recommended (December 2006) to implement the expansion
scheme after re-considering the financial situation, prolit expectations and groMh,
debt servicing, .stagnancy in the market sinration, development, vigilance and legal
implications.

'fhe Board of Directors after considering the recommendations decided
(February 2007) to abandon four projects involving capital cost of t 500 crore
(Mineral Separation Plant-{ 120 crqre, Synthetic Rutile Plant-{ 250 crore, Oxyg€n
Plant-( 90 crore and Desalination Plant- { 40 crore) subject to Goverunent apploval.
'fhe Govemment of Kerala accorded (January 2008) approval for the abandonment
of these projects considering the financial position of the Company. 'Ihe Board of
Directors decided (March 2008) to abandon the remaining four projects also,

25t2015.
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involving a capital cost of t 260 crore subject to Covemment approval which was
awaitcd (Soptcmbcr 2009). llowcvcr, thc canccllation of purchasc orders did not
takc placc so far (September 2009).

As a result ofabandonment ofthe project, the purchase orders for machinery/
ercction valuing { 431.19 crorc issued (January 2005 to July 2006) became
unnecessary and amount of T 58.57 crore (including consultancy fee of
{ I 8.62 crore) towards Dcsalination Plant, Oxygcn Plant, Dredgc and Wet Contraction
Plant ctc., incurred became wasteful expenditure.

Managcmcnt stated (January 2009) that despitc incrcasc in production of
lDP (2001-2008) the plofitability had dccreascd &astically due to reduction in
customs duty, apprcciation ofRupee against US Dollar, lack ofmarket demand ctc.,
and cxpansion in production capacity of'fDP to onc lakh M'f per annun was not
dcsirable without expansion of supplics of raw matcrial (ilmenite, synthctic rutilc
ctc.) and utilities (oxygen, nitrogen etc.).

Audit observed that the Managemcnt had takcn up (2003) impl€mentation
of thc expansion projcct involving invcstment of t 760 crore by taking into
consideration ths rescrvc fund and equity and fxcd deposit of t 514 crore and
anticipalcd profits in future years, whilc ignoring the fact that the Company was
sclling 1'DP at rednced prices from 2001-02 itself due to stiff competition from
Multi National Companies (MNCs). 'fhe market share of the Company in 2003-04
was only 46.80 pcr cent for local dcmand and 29.30 per ccnt for domestic demand,
duc lo poor quality of the product as compared to that of MNCs. The profit of
{ 111.48 crore in 1999-2000, had declined to t 49.65 crorc in 2003-04 and to
{ 17.82 crore in 2005-06 due to unfavourablc markct situation, when thc comp.rny
issucd (January 2005-July 2006) purchasc orders for machincry/erection valuing
{ 431.19 crore. Morcovcr, thc decisions were not taken based on the DPR or any
othcr inveshnent plan. Ilowevcr, the dccision to abandon tha prqiect was based on
thc receipt ofDPR (during Junc 2006).

Audit concludes that it is a case of dcficicnt planning. 1'he Compaay was
overambitious in cstimating its capabilitics to onsurc sourcc offrnance for the projcct,
but ignored to assess thc market situation and failcd to cxercise due professional
carc resulting in issue ofpurchasc orders for machincry/erection. 'fhus, payment of
advance of { 58.57 crorc for purchase ordcrs becamc wastcful, due to subsequent
abandonmcnt of projects and the amount otherwisc availablc for mceting working
capital rcquircmcnts, had eroded due to wasteful invesftnent. 'lhe Company had
also invitcd futurc liability towards conscquontial losses duc to cancellation of
purchasc ordors and litigation. 1'he Company should ensurc the viability before
cmbarking upon such major expansion projccts in future.
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. Manag€menl stated (April 2009) that the hnance for the expansion projoct
was to be sourced from internal generation and extemal borrowings. As the
profitability was down, the expansion schemes earlier envisagcd i.n the corporate
plan were found to be unfeasible and therefore, abandoned, with the approval ofthe
Govertrment. The reply is not acceptablc as deficient planning without ensuring
source of funding coupled with hasty decision to place purchase orders for machinery
resulted in wastcful expenditure of { 58.57 crore on abandonment ofthe projects.

The matter was rq)orted to Govemment in March 2009; their reply was awaited
(Septsmber 2009).

lAudit paragraph 4.1 contained in the report of the Comptroller and Auditor
General oflndia for the year ended 3lst March, 2009.1

Notes fumished by Government on audit paragraph is given in Appendix IL

l. 'lhe Committee sought explanation lor the audit objection on wasteful
expenditure of t 58.57 crore which included the consultancy fee of
{ lE.4 crore and the loss sustained to the company by not decreasing rhe contract
demand for power from 16 MVA to 12.5 MVA subsequent to the abandonment of
expansion programme. The witness replied that the Company took up implernentation
of an expansion project, with an estimated cost of { ?60 crore. The technical
consultancy for carrying out the expansion project was entrusted to MECON by
inviting tender. According to the DPR submitted by MECON, the estimated cost of
the project on completion was projected at { 1,115 crore as against the originally
estimated cost of t 760 crore-An escalation of 47Vl 1he project was abandoned
due to the lack oftechnical viability.

2. When the Committee enquired about the source of fund for the proposcd
expansion projec! the witness disclosed that the Company envisaged to fund the
expansion project from the accumulating profit and using its own intemal resources.
As thsrc r as a drastic reduction in the profit due to stiff competition from
Multi National Companies and other related reasons the project was abandoned.

3. The Committee sought explanation regarding the appointment of
sub-committee to study the technical feasibility, market competition and
environmental factors, even beforc preparing the expansion plan. The witness replied
that the technical consultancy for carrying out the expansion project was entrusted
to MECON which was selected by inviting tendcrs. The witness also pointed out
that MECON was preferred, as th'e tecbnical know how at the time of initial
installation of the Company was entrusted to MECON. 'fhe expansion project was
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abandoncd bascd on thc rcport submittcd by thc sub-committec. 'l'he Committee
opincd that sub-committee should have bccn constituted pdor to commenccment of
thc cxpansion projcct.

4. 'lhe Committee sought explanation regarding the Govcmment approval
of the proposed expansion project. 'l-he witncss cxplained that during the
year 2000 an odginal proposal for a projcct at the cost of T 782 was approved by
the (;overDment. For the installation of l3agging Machine and Pressure Filter,
{ 22 crorc was invcsted. 1'he pompany had drawn out a Corporatc Plan during the
year 20O3 with modification in the projcct cnvisaged carlier and submitted to the

Govemmcnt. Even though that plan was approvcd, thc Govemment approval for a
project cost of t 760 crore was obtaincd in thc year 2004. The updated DPR
submittcd during thc year 2006 had a cost cscalation factor. Thc Committee pointed
out that the mistakc on the part of thc Company was that thc project envisaged
during thc year 2000 was not rcvised accordingly and the witoess admitted it.

5. l'hc Committee sought explanation regarding the placing ofpurchasc order
prior to thc finalisation of DPR.'lhe witness didnor give any reliable and satisfactory
answcr.

6. 'l he Committec observed thal when an agreement for purchase is made,
therc should be provisions rcgarding the cancellation ofpurchase order and fixed
time Lmit for thc complction ofpurchasc. lfthe company had cancelled the purchase

ordcr within thc prcscribcd time limit, a loss of { 2.2 crore could have been avoided.
-lho Committcc recommcndcd that liability should bc fxed against those officials
who wcrc responsible for ordcring the machinery pdor to the hnalisation ofDPR-

-lhe Additional Chicf Socrctary, lndustries Dcpartment agrced to fumish a

dctailed report bcfore the Committce so that the responsibility might be fixedby the

Conmiltcc thereaftcr.

7 . 'l he Conunitlee enquired about thc suppliers who were supplying machinery
and about the arbitration proccdures. 'l'he witness explained that there were vanous
supplicrs for supplying machincry and thcy wcre selected by inviting tenders and

that thc a6itration procedures wcre still pending in all cases.

Conclusions/Rccommendations

8. I'hc Committec is irked to notc that an invcstment decision involving
crorc of rupees has hecn initiatcd by thc Company in the absence of a Detailed
Projcct Rcport (DPR) and/or any othcr inyestmcnt plan. Th€ Committ€c linds
it paradofcal to note that the Company's decision to abandon the project has



becn tak€n on the basis ofDPR The Committee opines that the decision of the
Compsny to placc purchase order prior to the approval ofDPR has resulted in
the wasteful expenditure of { 58.57 crore consequcnt to the abandonment of
thc projcct. l'urther more, the Committee observes that the Company is
functioning in a topsy-turlT mannerlike constituting a sub-committee to review
DPRprior to abrndonm€nt of the project.l'hc Committee concludes that wilful
ncgligencc committed by the msnagement in trking crucial inyestment decisions
deterred the Company from channelising the much n€ed€d resourccs for funding
other viable projects.

9.'fhe Committcc recommends that bcforc venturing into expansion
projects the preparation of DPR should be entrustcd to rn experienc€d firm
acquainted with this field. An expert Committec of thc Company should
thoroughly scrutinize the tcchnical feasibility, viability, msrket conditions and
environmental frctors before finalising the DPR. The Committ€e reiterated
that purchasc order should never be placed, before thc approval of DPR. lhe
Committee suggests that, should there be a time lag in implementing the project,
the DPR should be revised accoidingly and that there should be a provision for
canceuation oflrurchase order, fhe Committee also observed that theAdditional
Chicf Secrctsry, Industries Department hrd orally sgreed to furnish a detailed
rcport before the Committe€ but it has not been compli€d with till date. The
Committce recommends that liability should be fix€d on thc oflicers responsiblc
for placing the purchase ord€r of machinery prior to tbc iinalisrtion
Of DPR.

Avoidable Erpenditure

The Company had (2003-04) an installed capacity of 30000 MT per annum
(July 2003) for the production ofsynthetic Routile (SR) also known as beneficiated
ilmenite which is the input for production of 'l'DP At the same timc, the synthetic

routile plant had six Rotary Globe Digesters (Digesters) and four balancing
equipments (Calciners, Roast€rs etc.) rendering two digesteff oxcess. 'l'h€ wasteful
cxpenditure of { 2.62 crore on these two redundant digesters was commented in the

Report ofthe Comptroller and Auditor General oflndia (Commercial) for 2003-04
(Paragraph 2.1.30).

' In July 2003 the Company also had an approved project proposal for
increasing the annual production for SR from 30000 to 55000 M't' by installing
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two morc digestcrs, one calciner and one roaster and othcr rclated equipments, with
a capital outlay of { 40 crorc.'Ihe work ordcr for supply/installation of two digesters

was placed (May 2004) at a contract pricc of { 1.60 crore with period ofcompletion
as ljcbruary 2005. Despite knowing that, the digesters would not be operational

without other balancing cquipments such as calciner, toaster etc., the Company

did not initiatc action to purchase balancing equipmcnts (July 2003-May 2004).

ln l:cbruary 2005, becausc ofserious problems in disposal ofwaste, the proposal

for incrcasing thc capacity for SR production ftom 30000 to 55000 MT was droppcd.

According to the Managemcnt (June 2007) in the absence ofadequatc capacity for
production ofSR, the Company had to purchase SR from outside sources incurring
additional expendihrre of { 10,000 per M-|. The Company had already created

surplus capacity for digcsters for 20000 M'l', which ensure annual savings ofabout
{ 16.87 crore, provided balancing cquipmcnts (Calcincr, Roaster ctc,) involving an

amount of { 27.98 crore were purchascd/installed.

The two digcsters receivcd (March 2005) were commissioned (November 2007,

January 2006) at thc cost of { 3.65 crorc of which { 3.12 crorc was paid as of
March 2006. Ilowcver thesc digcstcrs could not bc put to use for want ofbalancing
cquipmcnts.

Aftcr thc commissioning (January 2008) of two more digestcrs, the Company
had eight digesten resulting in excess capacity, which could not bc fully utilised for
want ofbalancing equipments. In the abscncc ofmatching capacity, the Company
had to purchasc 20043 MT of SR at priccs highcr than the variable cost of
SR produced by the Company, during the two years 2006-2008 resulting in
avoidable expenditure of t 1E.55 crore.

Thus, the dcfectivc and dcficicnt planning rn assessing lhc capacity for
Sl{s cnvisaging savings and failurc to sa1'cguard thc financial interest of the
Company resultcd in cash loss of { 18.55 crorc on purchase (2006-2008)
of 20O43 MT of SR from outsidc sources at higher priccs, F'urthcr an investrnent
of { 3-12 crore on thc two digesters had also remained (April 2006-March 2008)
idlc which resultcd in loss of interest of t 56.16 lakh (calculated @ 9 per cent
per annum).

'lhc matter wa"s rqrorted to Govemment/ Managcment in May 2009; their reply
was awaited (September 2009).



[Audit paragraph 4.2 contained in the report of the Comptroller and Auditor
General oflndia for the year ended 3lst March, 2009.1

Notes fumished by Government on audit paragraph is givcn in Appendix II.

10. The Committee enquired about the reason for not purchasing the balancing
equrpments along with Rotary Globe Digesters which had resulted in wasteful
expenditure of 7 2.62 crore. The witncss explained that Rotary Globe digesters
involvid hcavy maintenance. Even when there were 6 digesters, all of thcm were
not in use as 2 units were meant to serye as spare units. lb reap the benefit of the
technical break tlu'ough achieved by the company, it conceived a project to enhancc
the capacity of synthetic rutile production ro 55000 MT from 30000 MT. This
necessitated installation of 2 more digesters together with balancing equipments;
purchase orders had been issued for the purchase of two Digestcrs. Issu€s were
raised against the company by various agencies regarding th6 pollution caused by
the plant. At the instance ofsupreme Court intervention the Company dropped thc
order to purchase balancing equipments, which had to be placed along with the
purchase ordcr of digesters. 'fhe Company resortcd to producc Synthetic rutile
through Becher Process where the pollutant produced would be neutralized
automatically. Becher Process failed to materialize as the expansion project had
been &opped midway. !-or producing Synthetic Rutile the company had to revert to
its initial production method. Production with additional 2 digesters and balancing
equipments became operational from 2010. Even though there werc g digesters, the
company could not produce adequate Synthetic Rutile necessary to meet its entire
requuements. the witness attributed the reason for this to th€ time taken for the
maintenance of digesters as it would take almost an year for ovcrall malntenance
of a single digcster. The witness added that maintenance works were done by the
suppliers. To a query of the Committee the witness answcred that with regard
to Synthetic Rutile the Company was selirelient and the Company was running
on profit.

Payment of inadmissible overtime wages

'fhe Company has two plants, Mineral Separation plant and Titanium Dioxide
Pigment ('lDP) unit. 'fhe Company had been paying overtime wag€s to workers
engaged in the'tDP unit other than office staff for dury in excess ofnine hours a day
orforty eight hours a week in line with the provisions ofl:actories Act, I 94g . Overtime
wage was double the ordinary rate wages.



1-hc Company paid (April2006 to March 2009) overtime wagcs amounting to

{ 12.27 crorc to workers employed in manufacturing process

Audit noticcd (March 2009) that for working out the hourly rate of wages

in a month, the Company had reckoned 180 hours (24 days X 7.5 hours) as

thc standard whercas as pcr tho l'actorics Act, the cffectivc hours per month was

240 hours (30 days X 8 hours) cven though thcrc was no spccific provision for this

in thc wagc scftlement with the workers. As a result of this €rroneous calculation of
hourly wage, the company had paid excess overtime wages of { 2.92 crore to workers

cmploycd in the TDP unit during April 2006 to March 2009.

'lhus, erroneous calculation ofhourly rate of overtime wages resulted in excess

paymcnt of overtimc wages amounting to { 2.92 crorc.

(;ovcrnment statod (July 2009) that, on bcing pointcd out by Audit, the

Company modihed thc method ofcalculation of ovcrlime wages reckoning monthly

working timc as 240 hours. The Company, howevcr, had to restorc the earlier method

owing to objections of tradc unions.

It is suggcsted that the Company shall, in absence of any wagc scttlement

agrccmcnl to thc conuary comply with thc relevant provisions ofthe Factorics Act

on paymcnt of overtime wages in order to obviatc inadmissible oveitime wages

fAudit paragraph 4.3 contained in the report of the Comptroller and Auditor

General oflndia for thc year cnded 3lst Marcb, 2009.1

Notcs fumished by Govemment on audit paragraph is given in Appcndix II.

I l. l'he Committee enquired about the loss of t 2.92 crorc sustaincd due to

thc payment of inadmissible overtime wages and the prescnt method ofcalculating

tho samc, 'lte witness answered that for working out the houily rate ofwages in a

month thc company had reckoned 180 hours (24 days X 7.5 hours) as standard

whercas as per the Factories Act thc cffective hours per month was 240 hours

(30 days X 8 hours) and that therc was no specific provisions for this in thc wage

scttlcmcnt with thc workers. 'lhc managcmcnl had taken the initiative to rectify the

same. whcn the mattcr was pointcd oul by thc C & AG. But thc action to rectiry the

samc had to bc droppcd following the stiff resistance from workers. The joint

mcctings oonvencd in the presencc of Minister fbr l-abour, Minister for Industries

and lradc [.]nion Leaders to find an amicable solution failcd to bc fruitful and that
(iovcrnmcnt had cntrusted State Inbour Comrnission to have a final settlement

in this matter.



12. The Committee was not satisfied with the reply and was ofthe view thal in
the absence ofany wage settlement agreement to the contrary, it was mandatory for
the labourers to abide by the provision contained in the Factories Act and asked to

fumish a final report in the regard. The Additional Chief Secretary, Industries

,D€partrnent said that the report would be fumished before the Committee within
l0 days.

Conclusions/Recommendations

13. The Committ€e observes thst the erroneous calculation of overtime
wsges r€sulted in the exc€ss payment of overtime wrges amounting to
{ 2.92 crore. The Committee r€mark6 that this action of the Company is an
affront to the Fectories Act.

14. The Committ€e reiterates thaa in the sbsence of sny wage settlement
to th€ contrary, it is msndatory for the labourers to abide by the provisions
contained in the tr'actories Act. The Committee d€sir€s to be furnished with the
final report of th€ State Labour Commissioner in this regard.

Avoidable Expenditurb

The Company is engaged in production and sale of Titanium Dioxide
Pigment (TDP). With a view to enhance the annual production capacity of
TDP from 22000 MT to 100000 MT, the Company took up (2004-2007)
implementation ofan expansion scheme involving eight pro-iects (in three phases)

at a cost of { 760 crore. The expansion project increased future power requirement
and in order to me€t this, the Company enhanced (August 2004) the contract demand

for power from 12500 KVA (12.5 MVA) to 16000 KVA (16 MVA). An agrcement
(August 2004) to draw energy at a voltage of I l0 KV was also executed with Kerala
State Electricity Board (KSEB). According to agreement, the Company had to pay

for energy supplied at the EHT tariff for 110 KV consumers at prevailing schedule

oftariffissued {November 2007)by Kerala State Electricity Regulatory Commission,
the demand charge payable for supply ofpower at 110 KV was { 245 per KVA on
the highest of recorded maximum demand or 75 per cent of the contract demand.

ln the Report of the Comptroller and Auditor General of lndia (Commercial)

for the year ended 3 I st March, 2009 it was reported (paragraph 4. I ) that the Company

had shelved (February 2007, March 2008) the expansion project due to

enormous escalation in cost and had incurred a wasteful exDenditure of
{ 58.57 crore consequent thereto.

ztfz6tt
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Iiven'though the cxpansion project was abandoned by March 200E,

thc Company continucd to draw power with a contract dcmand of 16000 KVA
( l6 MVA) instead of reverting to 12500 KVA ( 12.5 MVA). The recorded maximum

demand of thc Company ranged betwccn 8671 KvA to 11273 KVA during
July 2008 August 2010 and as a result thc Company had been paying demand

chargcs for 75 pcr ccnt of thc contract demand. Consequently, the Company had

to incur avoidable expenditure of t l.l9 crore from July 2008 to August 2010
(Amcxure 25).

We noticcd (February 2010) that as per the provisions of the agreement with
KSIjB, the Company was entitled to decrcasc thc contact dcmand by giving three

month's notice. Despite this, the Company did not rcduce the contract demand from
16000 KVA (16 MVA) to 12500 KVA (12.5 MVA), the conftact d€mand prevalent

beforc conceptualisation of the cxpansion schemc.

'l his inaction of two years to reduce contract demand for power, following the

abandonmcnt ofcxpansion project resulted in avoidable expenditure of { l.19 crore.

Managemcnt statcd (June 2010) that although the Company had requested
(April 20i0) KSIIB for rcducing the contact dcmand to 12.5 MVA, action is yet to
bc takcn by KSIIB to rcduce thc contracted dcmand. The fact remained that
the Company initiated action to rcduce the contmct demand only at the instance

ofAudit. No funhcr progrcss was noticcd in gcning thc contracted demand reduced

(Septcmber 2010) by the Company.

'l'he matter was reported to Government (May 2010); its reply is awaited
(Octobcr 2010).

lAudit paragraph 4.4 contained in the report of the Comptroller and Auditor
Gencral oflndia for the year ended 3lst March, 2010.]

Notes fumished by (iovernmcnt on audit paragraph is given in App€ndix II.

15. With rcgard to para 4.4 thc witncss stated that in ordcr to cater to the nced

for incrcased dcmand for power as envisagcd in thc expansion project the Company

lud cnhanced the contract dcmand for power from 12.5 MVA to 16 MVA. The
witncss added that there was inordinate administrative/procedural delay on the part
of KSIiII in rcducing/subsequently reinstating the contract demand. Even though
the cxpansion project was abandoned, the Company continued to draw power with
a contract dcmand of l6 MVA instcad of revcrting to 12.5 MVA. The wimess admitted
this as a scrious lapse on th€ part ofthe Company,



ll
Conclusions/Recommendations

t6. The Committee criticizes the inexplicrble rttitude ofthe Company in
not taking timely action to revert to its original contract demand for power,

post th€ abandonment of the expansion project. The Committee adduces this
inaction of the Company as l classic erample of the llxity of its ofliciats in
taking timely action which psved th€ way for an avoidable loss of { 1.19 crore
on electricity charges.

17. The Committee recommends that all those officials of the Company
identified as responsible for the laps€ should be booked and liability bc fixed
on them.

Thiruvananthapuram,
I I th December, 2014.

K. N. A. Kruorn,
Chairman,

Committee on Public Undertakings.
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Aplrlorx I

SUMMARY OF MAIN coNcI,USIoNs/RI]coMMENDAIIoNs

Sl. Potr Departmenl
No. No. concerned

/l\ ('r\ /ll

C onc I us io ns /Recommendatio ns

'l'he Committce is irkdd to note that an investment
decision involving crorcs of rupccs has been initiated
by the Company in thc absence of a Detailed Project
Report (DPR) and/or any other investment plan. The
Committee finds it paradoxical to note that the
Company's dccision to abandon the pro.iect has been
takon on the basis of DPR. fhe Committee opines
that the dccision of thc Company to place purchase
order prior to the approval of DPR has resulted in
the wasteful cxpenditure of I 58.57 crore consequent
to the abandonment of the project. Further more, the
Committee observes that the Company is functioning
in a topsy-turvy manner like constituting a

sub-committee to review DPR prior to abandonment
of the project. 'Ihe Committee concludes that wilful
negligence committcd by the management in taking
crucial investment decisions deterred the Company
from channclising thc much nceded resources for
funding othcr viable projects.

The Committec recommcnds that before venturing
rnto expansion projects the preparation of DPR
should be €ntrustcd to an experienced firm
acquainted with this field. An expert Committee of
the Company should thoroughly scrutinize the
technical feasibility, viability, market conditions and
cnvironmental factors before hnalising the DPR. The
Committee reitcrated that purchase order should
never be placcd, beforc the approval of DPR. The
Committec suggests that, should there be a time lag

(4)

8 Indusaies
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(4)(3)(2)(l)

IJ Industries

in implementing the project, the DPR should be

revised accordingly and that there should be a

provision for cancellation of purcfiase order. The
Committ€e also observed that the Additional Chief
Secretary, Industries Deparnnent had orally agreed to
fumish a detailed report before the Committee but it
has not been complied with till date. The Committee
recommends that liability should be fixed on the
offrcers responsible for placing the purchase order of
machinery prior to the finalisation of DPR.

The Committee observes that the erroneous
calculation of overtime wages resulted in the
excess payment of overtime wages amounting to
7 2.92 crore. The Committee remarks that this
action of the Company is an affront to the
Factories Act.

The Committee reiterates that in the absence of any

wage settlement to the contrary it is mandatory for
the labourers to abide by the provisions contained in
the Factories Act. The Committee desires to bc
fumished with the hnal report of the State Labour
Commissioner in this regard.

The Committee criticizes the inexplicable attitude of
the Company in not taking timely action to revert to
its original contract demand for power, post the
abandonment of the expansion project. The
Committee adduces this inaction of the Company as

a classic example of the laxity of its officials in
taking timely action which paved the way for an

avoidable loss of { l.l9 crore on electricity charges.

The Committee recommends that all those officials of
the Company identified as responsible for the lapse

should be booked and liability bc fixed
on them,
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