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0 GOVERMMENT OF KERALA
o POWER (C) DEPARTMENT

\

STATEMENT OF ACTION TAKEN REPORT ON THE RECOMMrENDATIONS CONTAINED IN THE

MARCH 2015,

REPORT OF THE COMPTROLLER & AUDITOR GENERAL OF INDIA ON PUBLIC SECTOR
UNDERTAKINGS FOR THE YEAR ENDED 31+
e ——— —.._-—__‘;—_‘=—'_—_‘__—'————-——______h

2.2.1 Kerala State Electricity Board Limited (KSEBL) was ncorporated under
the Companies Act, 1956 on 14 January 2011. KSEBL started independent
operations with effect from 31 October 2013 when the Government of Kerala
(GoK) revested the assets and liabilities of erstwhile Kerala State Electricity
Board (KSEB), a Statutory corporation, to it, K.5.E.Board Ltd; is engaged in
generation, transmission and distribution of electricity in the State.

KSEBL procures various kinds of Materiai for carrying out jts operations.
Material requirement of the KSEBL and its procurement ger:etally fails uader
the following categories: -

Table 2.16: Category wise method of material procurement

Category of ma;erial Method of procurement

SL
No. _
Steel  structures, cables, Centralised procurement
conductors, etc., for
construction of new
transmission lines and

substations

Centraliszd and decentralised_
Procurement

Material required for capitai
works and operation andg
maintenance of distribution
lines and substations

Para RECOMMENDATION ACTION TAKEN BY GOVERNMENT
No. .
20-2.1 Introduction 2.2.1t02.2.8 - General Introduction

The delays and short €omings in procurement
pointed out by Audit in KSEBL happens because
KSEBL does not have: an ERP.  Enterprise
Resource Plannirg (ERP) is g business process
Mmanagement  software that allows an
organization to use ga system of integrated
applications to manage the business. Such an
integrated system will help  KSEBL's different
divisions and offices spread throughout the
State to articulate their material requirements
as they pian thejr works:; these get converted
seamlessly into indents after considering the
stock position and the re-ordering time so that
there are no stock outs that hold up the work.
Once ERP is inducted, there is no need to have
an annual ritual like_preparing an annual plan
and an annual Procurement pian and delaying
procurement for the exercised be completed,

The Board of Directors has decided to induct
an ERP in to KSEBL. The action in this regard is
being monitored in each meeting of the Board
now. It is hoped that once this system is in
place the issues flaoged by Audit wili subside.
The individual cases highlighted by Audit are
answered below.

The Chief Engineer, Supply Chain Management 57 (CE, SCM), is
responsible for centralised porcurement of materia; requried for
both transmission and olstribution  works. Chief Engineers (CEs) of
south, Central and North distrubution regions are responsible for
decentralised procurement of 48 items of distrubution material
with effect from 2004, Besides, Deputy CEs (Distribution) are empowered

®




to make local purchases up to 10 lakh at a time subject to maximum
annual limit of T 1 crore. Details of procurement of material during
2010-11 to 2014-15 were as shown in Table below:

Table 2.17; Details of centralised and decentralised procurement

~ (Tin crore)

Year Distribution material Transmission | Total
Material
Centralised | Decentralis | Total Centralised
ed

2010-11; 252.57 213.36 | 465.93 97.48 563.41

2011-12| 220.25 21.56 241.81 106.75 348.56

2012-13 | 267.61 18.03 285.64 30.09 315.73

2013-14 | 279.43 20.82 300.25 38.86 339.11

2014-15| 315.04 12.94 327.98 65.28 393.26

2.2.2 Organisational set up

The management of K.S.E.Board Ltd; is vested in a Board consisting of
Chairman and Managing Director, Director {Finance), Director
(Distribution and Safety), Director (SCM and Generation-Electrical),
Director {Generation Civil), Director (Renewable Energy and
Planning) and Director (Transmission and System Operation),
Organizational chart of K.S.E.Board Ltd; is given below:-

Chart.

2.2.3 Scope of Audit
The performance Audit covered performance of K.S.E.Board Ltd; in
procurement and utilisation of material required for transmission and

*
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Public Undertakings (CoPU) on earlier Audit Reports.

2.2.4 Audit Objectives ,
The objectives of performance Audit were to ascertain whether

* there was adequate mechanism in place for planning the
procurement of required material after taking into account the
material requisitioned and already available in stores and
pipeline;

* there was co-ordination between the Corporate Planning Wing
and the material Department for €nsuring procurement of
adequate and quality materia] at competitive rates in a timely
manner; and

material procured was utilised in a timely manner for the purpose

for which it was procured.

Audit Criteria, Methodology and Scope

2.2.5 The audit criteria were drawn from the following sources:

* Stores Purchase Manual (SPM) of GoK and Manuyal on Comnmercial
Accounting System of KSEBL;

* Guidelines and circularg issued by the Central Vigilance Commission
{(CVQ) to increase transparency in public pProcurement which was
applicable to KSEBL: and

* Orders and Circulars issued by KSEBL and the Government,

The methodology adopted for -attaining the audit objectives with

KSEBL. The views expressed by KSEBL and Government have beep
duly incorporated in the Performance Audit Report,

Field Audit involving scrutiny  of records of centralised and
]ilecentralised procurement of material and their utilisation by, KSEBL




and joint physical verification of material in stores was conducted
during February-September 2015.

During the period from 2010-11 to 2014-15, KSEBL placed 610
Purchase Orders (POs) for procurement of various material required
for transmission and distribution wings. In order to evaluate the
performance of the KSEBL in its procurement operations, Audit test
checked 152 POs selected based on Stratified Random Sampling
technique as detailed below: ‘

Table 2.18: Details of sample selected

Type of POs issued Sample selected for test check
material | during 2010-
15
Num| Value |Numb| Value Category (Number)
ber (Zin er (Fin
crore) crore)

Distribution | 436 | 1430.91 | 108 | 429.96 |Conductors (25)
Energy meters (19)
Line material (39)
Transformers ( 15)

Others (10)
Transmissi| 174 | 310.42 44 | 235.03 | Conductors (8) Line
on material (14)
Transformers (15)
Others (7)

Total 610 1741.33 | 152 | 664.99

2.2.6 Acknowledgement

Audit acknowledges the co-operation and assistance extended by the
management and staff of the KSEBL in the conduct of this
Performance Audit.

2.2. 7 Audit Findings

Audit noticed deficiencies in planning for procurement, tendering
process and contract management resulting in purchase of material at
higher rate and deficiencies in utilisation of material leading to delay
in implementation of various schemes. .




Audit findings are discussed in succeeding paragraphs.

2.2.8 Planning for procurement of material

Procurement process for goods and services should ideally begin with
need identification and planning for procurement. This demands that
assessment of bulk requirement of goods is conducted at the
beginning of every financial year and action is initiated for
procurement in accordance with the procedures prescribed, Existence
of such a system will reduce delays in procurement of material needed
for meeting operational and maintenance requirements of KSEBL.

KSEBL begins the process of -material procurement through
preparation of Annual Plan. The Annual Plan contains the quantity of
capital and maintenance works of transmission and distribution wings
proposed to be executed during the ensuing financial year. For the
preparation of Annual Plan, all pending works and targeted works are
classified into capital and maintenance works. The inputs required for
the preparation of the Annual Plan are received from the field offices,
which is reviewed and checked at various levels, such as Division,
Circle and Regional Office before it reaches the Corporate Planning
Wing of KSEBL. Corporate Planning Wing is responsible for the
consolidation of those inputs and preparation of Annual Plan for
approval of the Board of Directors (BoD). Thereafter, Purchase Plan
(PP) showing quantity of material required for the capital and
maintenance works is prepared by CE, SCM based on approved
Annual Plan,

Following issues were noticed in the Preparation of Annual Plan
and Purchase Plan.

2.2.9 Delay in preparation of Annual Plan

According to Stores Purchase Manual, the time allowed to bidders for
submission of bid is one month and maximum validity period of bid is
three months. CE, SCM takes minimum one month for preparation
and finalisation of PP, Since the material to be procured is meant for
utilisation during April to March of the ensuing year, therefore,
considering the minimum time required for submission of bids and its

finalisation (four months) and finalisation of PP-(one month), Annual

2.2.9 Delay in preparation of Annual Plan

The process of preparation of Annual Plan for the subsequent year in KSEBL is
initiated during September/ October by which time the half yearly progress of
the current year would be known so that the field offices can assess the works
that can be completed during the remaining period of the year and can plan
the works that can be implemented in the coming year by considering the
spillover works of current year also. The plan preparation in KSEBL is
facilitated using software applications. In this process, data entry of the

.




Plan is to be finalis planned works happens at the jowesz lewel (Section offices) and are then
every year. forwarded to the higher offices online. Submission of verified and approved
Serutiny of records revealed that there were delays ranging from three plans to the higher offices as well as retuim of plans to the field offices are all
to four months in approval of annual plans as shown in Table below: | done online using the software. The preparation of plan by about 750 Sections
Table 2.19: Details of approval of Apnual Plan by BoD in the distribution wing and more than 350 Sections in the transmission wing

od five months in advance, i.e. by October end

spread across the State, data entry of planned works in the required software

Date of Delay in applications, scrutiny of planned works by the higher offices, corrections and
issue of ofapproval approval of revisions in the plan to be made again by the Section offices, all makes the
guidelines of Annual |Annual Plan finalization of the plan a time COnNSUMing process. Considering the enormous
by quantum of data (around 60000 records in the SCM software for Distribution
CE,Corpora wing and about 7000 records for Transmission wing) to be handled during the
te Planning planning process at various levels of offices, it is only natural that the scrutiny

takes a little more time.

However, pased on audit query, effort was taken to prepare the Annual Plan
for the year 2016-17 early and the same was approved by KSEBL on
16.1.2016.

As evident from the above Table, the main reason for delay in
approval of Annual Plan was delay on the part of Corporate Planning
Wing in issue of guidelines for preparation of Annual Plan.

GoK replied (January 2016) that concerted efforts were being made
by K.S.E.Board Ltd: to reduce the Gme taken for finalisation of the

Annual Plan by making refinements in the software applications on a

continuous basis.

2.2.10 Delay in preparation of Purchase Plan 2.2.10 Delay in preparation of Purchase Plan

After preparation of Annual Plan by Corporate Planning Wing, the CE, The reason for the delay in the approval of purchase plan after the approval of
SCM prepares two centralised PPs and one decentralised PP. While Annual plan is furnished below:-

the centralised PPs aré€ meant for distribution and transmission | The annual requirement of materials for capital and maintenance works in
material, to be procured by CE, SCM, decentralised PP is m istribution wing and Transmission wing are arrived at based on the Annual

eant for| D
material to be rocured by three Distribution CEs. For Qreparation of | Plan pregared by the Board. The actual guantigz of materials to be Erocured is




PP, the quantity of material required for execution of works included

in the Annual Plan, stock in position at sub regional stores and section
| stores along with details of quantity in pipeline and the guantity in
tender under process are taken into account. The PP is, thereafter,
placed before the Purchase Committee consisting of Chairman, full
rime Directots, CE, SCM and Financial Adviser for its recommendation
before it is placed before BoD for approval.

Timely preparation of Annual Plans and PPs was necessary to ensure
availability of material required for both capital and maintenance
works in time. Yet, in the case of PP, no prescribed time frame was
fixed for its preparation and approval. Consequently, the time taken
for preparation and finalization of PP ranged between 1 month and
10 months from the date of approval of Annual Plan as shown in
Table 2.20:
Table 2.20: Time taken [or preparation and finalization of PP

Year | Approval Approval of PP

of Annual

Plan
by BoD
Centralised | Centralised Decentralised
distribution | Transmissio distribution
material n material material
2010-11 | March April 2010 | March 2010 | July 2010 (four
2010 (one month) | {one month) months)
2011-12 | February | May 2011 Not August 2011
2011 | (three month) prepared (six months)
2012-13 | March June 2012 January July 2012
2012 | (three month) 2013 (four months)
(nine -
o months)
2013-14 | March July 2013 December July 2013
2013 (four months) 2013. (four months}
(10 months)

calculated by deducting the stock of materials, (as on 1* of previous montlﬁﬂ
that year) pipeline quantity expected from previous purchase orders, quantity
expected in tenders untler process etc. :

The Purchase plan for procurement of centrally procured items and
decentralized distribution items are prepared separately. For the preparation
of purchase plan of decentralized materials the details of stock, pipeline
quantity, tenders under process etc are initially prepared at the Office of
Distribution Chief Engineers. After that the data is processed at the Office of
Chief Engineer (SCM) by deducting the quantity of- items which can be
manufactured at various manufacturing facilities of KSEBL and replacing the
price by the average procurement price of the three regions for arriving at
the cstimated amount for procurement of decentralized distribution materials.
The delay in the preparation of distribution purchase plan is due fo the
necessity Qf collecting the details of stock in 748 sectiouns, 25 Sub Regional
Stores-and 3 Manufacturing units (as on 1% of April of that yeat), tabulatng
(e data and cross checking the calculations at various offices, ie; 748 Section
offices, 25 Circle offices, 5 TMRs, 3 Manufacturing units which is a ume
consunling process. '

The date of preparation of purchase plan during the period 2010-11 to 2013-
14 and its approval by the Purchase Committee and the Full Board is detailed
helow:- '

During the year 2010-11, there was only a delay of one month in the
preparation of centralized distribution purchase plan after the approval of
Annual Plan. While preparing the decentralized purchase plan, it was found
that the requirement of A poles in the approved puichase plan was very less
corapared to the previous years. Hence the actual requirement was collected
from the three distribution Chief Engineers and the plan was prepared on
7.6.2010 and placed in the Purchase Committee. The Purchase Committee
meeting held on 11.6.2010 directed to revise the Purchase Plan by including
the quantity of materials for APDRP works. Hence the quantity was revised
and placed again in the purchase Committee meeting held on 23.6.2010,
which recommended to place the matter before the Full Board which was held
only during the subsequent month. (July 2010)

The centralized distribution purchase plan for the year 2011-12 was prepared
on 20.4.2011 itself. The Purchase Committee meeting held on 23.4.2011
recommended to place the matter before the Full Board which was held only|




July 2014 | July 2014 |

201415 | March | . July 2014
2014 (fourand a ; (four and a ! (three and a
i hall months) gha}f momhs)é half months)

(Figures in bracket indicate time taken for apprdval of PP from the
date of approval of Annual Plan)

Out of the 14 PPs approved during 2010-11 to 2014-15, time taken
for finalization of 10 PPs was more than three months. Delay was due
to rhe fact that in six cases, CE, SCM took more than three months to
cubmit PPs to the Purchase Committee. Delav in the remaining four
cases occurred because more than three months were taken by CE,
SCM and Purchase Committee for their finalization and approval.

Due to delay in finalization of PPs, there was corresponding delay in
procurement of material for capital and normal maintenance works.
In order to tide over exigencies, field offices resorted to local
purchases at higher rate and purchase of addirional quantity from
existing suppliers as discussed in Paragraphs 2.2..5 and 2.2.16.

GoK replied (January 2016) that the delay in preparation of PPs was
due fo the necessity of collection of the desails of stock position s on
01 April every year from various electrical sections. 1t was also replied
that delay did not affect the work as the material which were
procured based on the previous year's PP, were being r_c;cei'ved as
pipeline quantity during the year.

The reply was not acceptable as the stock of material could he
assessed real time through SCM software. There is also no need to
take stock as on T April every year because material expected between
date of PP and 1 April could be accounted as pipeline quantity. Due to
delay in finalization of PP and tenders, execution of various works
was held up for want of material as discussed in Paragraph 2.2.14.

during the sybsequent month (May 2011). The decentralized purchase
was prepared on 10.6.2011. The' Purchase Committec meeting hela )ofm?%
04 6.2011 directed to verify whether there is any duplication of items included
due to newly approved RGGVY scheme and to place in the Purchase
Committee after correcting the duplication. The same was revised ©n
16.7.2011 ~and the Purchase Committee meeting held on 22.7.2011
recommended to place the matter before the Full Board which was held only
during the subsequent month.(August 2011)

During the year 2012-13, while preparing the distribution Purchase Plan, it
was found that the material list in the Annual Plan included materials for
Turn-key works also. Hence a meeting was convened by the then Member
(Distribution) on 8.5.2012 and the crstwhile Chief Engineer (Corporate
Planning) was directed to prepare a fresh requirement of materials after
excluding the materials required for Turn-key works. The centralized purchase
plan was prepared on 18.5.2012 and the Purchase Committee meeting held on
23.5.2012 recommended to place the matter before the Full Board which was
held only during the subsequent month (June 2012). The decentralized
purchase plan was prepared on 25.6.2012 and the Purchase Commitiee
meeting held on 21.7.2012 recommended to place the matter before the Full
Board which was held during that month itself.

The centralized distribution purchase plan for the year 2013-14 was prepared
on 16.4.2013 itself and the Purchase Committee meeting held on 6.5.2013
recommended to place the matter before the Full Board which was held only
during the month of July. The decentralized purchase plan was prepared on
18.6.13 and the Purchase Committee meeting held on 18.6.2013
recommended to place the matter before the Full Board which was held only
during the subsequent month (July 2013).

While preparing the Purchase plan for the year 2014-15, for the procurement
of distribution materials, some discrepancies were observed. Hence the matiter
was taken up with the Director (Distribution&Generation—Electrical) vide
note dated 10.6.14 and correspondence was done with the Distribution Chief
Engineers to finalize the requirements of materials. The decentralized and
centralized purchase plans were prepared on 27.6.2014 and the Purchase
Committee meeting held on 1.7.2014 recommended to place the matter hefore
the Full Board which was held during J uly 2014.

In the case of preparation of transmission plan, it may please

be noted that |




Lack of co-ordination in material procurement

2.2.11 Procurement of adequate and quality material by the Purchase
Department (CE. SCM) is vital for execution of various capital works
and mainienance work planned by Corporate Planning Wing. Thus,
co-ordination between these departments would ensure proper
procurement of material.

Audit examined effectiveness of co-ordination in respect of ten major
distribution and transmission material and noticed short procurement
of energy meters and non-inclusion of material required for work due
to absence of co-ordination between Purchase Department and
Corporate Planning Wing as discussed below:

* As per Clause 33 of Terms and Conditions of Supply of Electricity,
2005, KSEBL is to replace defective meters within one month.
KSEBL, therefore, requires Single Phase meters (SP meters) and
Three Phase meters (TP meters) for replacement of defective
meters under normal maintenance work. KSEBL also requires
meters for effecting new service connections under schemes like
RAPDRP and RGGVY.

Procurement of energy meters during the period from 2010-11 to
2014-15 revealed that compared to the Annual Plan, there was
shortage of 2.34 lakh SP meters and 0.40 lakh TP meters in the PP,
Further, as compared to the PP, there was shortage of 3.25 lakh SP
meters and 0.53 lakh TP meters in acrual procurement. Thus, the total
shortage in actual procurement of SP meters and TP meters was 5.59
lakh and 0.93 lakh respectively,

On a review of target and achievement of replacement of faulty
meters in two Electrical Circles at Alappuzha and Kottayam, it was
noticed that both the Circle Offices could ndt achieve the targeted
faulty meter replacement due to shortage in supply of energy meters

September and a time schedule is fixed for each activity and communjcated
field offices so that the plan preparation is completed by the end of October.

Lack of Co-ordination in material procurement

Para 2.2.11 The audit has remarked that there was short procurement of
energy meters compared to the Annual plan during the period 2010-11 to
2014-15.

During the years 2011-12 and 2012-13, even though tendering for the
procurement of energy meters was done as per the Purchase Plan, the required
quantity could not be procured due to the peculiar circumstances that
occurred during the process of tender and for reasons beyond the control of
KSEBL as pointed out in the reply furnished earlier and which is reproduced
below:-

As per Purchase Plan for 2010-11, tender was floated for the purchase of 7
lakh nos. single phase meters with L.CD. In this tender, even though 13 bidders
participated, only two firms had fulfilled all the tender conditions. Since the
quality of the meters has a direct impact on the commercial losses, the Board
observed that additional provisions need to be incorporated in the tender
document to ensure good quality meters and pre-qualification conditions need
to be reviewed to ensure competition and to bring down the rates. Hence it
was decided by Board to retender the work. Subsequently, tender was floated
for 12 lakh nos. single phase meters with LCD, which was the quantity as per
the annual plan for 2011-12. In this tender, the purchase was limited to 8 lakh
for meeting the urgent requirement against the tendered quantity of 12 lakh
due to the allegations raised in the evaluation procedure of bids received in
that tender by Sri. Ramsingh Ratwa, MP, Loksabha dated 15.10.2011. The
allegation was examined by the State Vigilance Department. As this enquiry
was underway, the balance quantity of 4 lakh meters in the tendered quantity
or 2 lakh meters which could have been procured as additional order to the
completed P.O were not procured by the Board, on completion of the supply
of the 8 lakh meters said above. The matter was placed before purchase
committee of the Board and it was decided that the matter of placing 25%
additional Purchase Order with the firm may be placed before Full Board only
after obtaining prior concurrence of the State Vigilance. In this regard, the
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Recommendation No. 1: KSEBL should prescribe time lines at each
level for finalization of Annual Plan and PP

there are 350 Sections spread acyess the State. The scrutiny of the
requirement of around'200 items, clarification required from the office of the

| Director concerned, itsistock, pipe line guantity etc makes the finalization of

the purchase plan a time consuming process. In order to get a realistic
quantity of requirement and the quantity to be procured, clarifications were
quite often required from other offices which led to the delay.

The stock of materials in the section offices available in SCM software is not
realistic since the stock is not updated real time. Only after approval of
Purchase plan, tenders are invited ad purchase order placed. Then only
pipeline gquantity can be assessed. So the finding that material expected
between date of purchase plan and 1% April could be accounted as pipeline
quantity is not correct, Local purchase is made by field officers for
decentralised items within their delegation only.

The transmjssion purchase plan approv=d by the Board on 30.3.2010 was for
a two year period 2010-2012. Hence there was no necessity of preparing
purcnase plan for 2011-12. This is due to the time taken for getting the
quantity more realistic by convening meetings, collecting various data from
field offices, again checking by Purchase Committee, approval of Full Board
etc. These actions are carried out to get a more accurate figure so that KSEB’s
fund is not blocked unnecessarily in unwanted purchase. So the audit finding
that no time frame was fixed for preparation and approval of purchase plan
and consequent delay occurred in cerwain period is true but not intentional.
However sufficient purchase is made every year which is clear from table 2.17.
The Audit has recommended (Recommendation No. 1) that KSEBL should
prescribe time lines at each {evel for fnalization of Annual Plan and Purchase
Plan.

The Budget required for the works to be carried out for the capital and
maintenance works for each year is prepared by KSEBL during March/April.
The Annual plan and purchase plan is prepared based on that. Since during
2016 Legislative Assembly election was declared, the Board of Directors
meeting could be conducted during May only. The purchase plan for 2016-17
was approved by KSEBL during May 2016 and tenders have been invited
bssed on that. Now KSEBL has fixed time frame for finalization of tenders
invited as per purchase plan 2016-17. In certain cases, delay occurs due to
some un.expected reasons.

Every year, the process of Annual plan preparation is_initiated durin
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to these two units. There was short supply of meters fo Circle Office,
Alappuzha and Circle Office, Kottayam by 49 per cent and 13 per cent
during the period from 2010-11 to 2014-15. As a result, in these two
Electrical Circles, the overall achievement of replacement of faulty
meter over four years was 48 per cent and 88.90 per cent respectively.

o Assessment of KSEBL regarding the number of energy meters
for replacement of faulty meters and for effecting new
connections for a month was around one lakh SP meters
(60000 per month for faulty meters plus 40000 per month for
effecting new connections). Along with this, the opening
balance of faulty meters was to be taken into consideration
for annual requirement.

Opening balance of faulty SP meters during 2014-15 was 5.73 lakh.
Accordingly, the annual requirement of SP meters for 2014-15 was
17.83 lakh. But KSEBL had worked out the annual requirement for
2014-15 at 12.10 lakh SP meters as KSEBL did not consider the
requirement of meters at the time of preparation of Annual Pian. Asa
result, as of March 2015, 5.88 lakh SP meters could not be replaced
due to non-availability of new SP meters.

Chairman, KSEB had vide letter No. SCM.6/2011-12 dated 18/ 08/2012
written to the Director, Vigilance and Anti Corruption Bureau to have the
enquiry completed at the earliest and to advise whether it would be in order
to go forward with 25% additional quantity procurement. No reply was
received from the vigilance department. The enquiry was closed with the legal
opinion of the Deputy Director of Prosecution and was communicated to the
Chairman, XSEB by the Secretary to Government, Power (B) Department,
Govt. Of Kerala vide letter dated 06.04.2013. The legal opinion is as follows.
*The allegation contained in the complaint can be treated as unsubstantiated
in evidence. Hence no further action is warranted in the matter and
accordingly the proceedings may be closed as Misvake of Fact.”
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It was further noticed that non-replacement of defective meters
affected revenue realization of KSEBL as it billed energy consumption
based on average consumption instead of actual consumption of
electricity for the period during which the meters remained faulty.
Besides, Kerala State Electricity Regulatory Commission had also
expressed (28 April 2012) displeasure in the performance of KSEBL
on replacement of defective meters.

GoK replied (January 2016) that there was short purchase of four
lakh SP meters in 2011-12 due to allegations raised against the
tendering process. It was also stated that total quantity of energy
meters procured during 2010-15 was suffident to meet the
requirement as per PP.

The reply was not acceptable as decision ta fimit procurement of
meters in 2011-12 was taken after deciding to procurc balance
quantity through fresh tender. These material were procured
subsequently through fresh tender after one year. Absence of
cufficient energy meters also affected replacement of faulty meters as
number of faulty SP meters to be replaced in March 2015 was 5.88
lakh meters. ‘

=5

110 %V substatons at Cyber Park,
Kozhikode and Kinalur and two 33 kV substations at Palakkad
and Nellikkaparamba were proposed 10 be implemented
during 2011-12 as per Annual Plan. These substations were
planned for voltage improvement and system improvement.

Construction of two

it was noticed that material requirement for these planned substations
was not included in the PP 2011-12 as KSEBL had prepared {March
2010) a two-year rolling PP for 2010-12. Consequently, these
substations could not be completed during 2011-12 as scheduled.

GoK replied (January 2016) that even rhough53110 KV substations at
Cyber Park and Kinalur and 33 kV substatjons at Palakkad and

e

Since no reply was received from Vigilance Dep

artment regarding 25%

additional quantity purchase, the next tender was floated on 23.11.2012. The

Technical Specifications of the meters

in the new tender was upgraded to

incorporate ToD facility to implement ToD tariff. The balance quantity in the
previous tender was not then procured due to the updation of technical

specification and the policy decision to

go for ToD meter
metering in Single phase supply as well. The Purchase order was

hereafter for
placed for

the full quantity on 24.4.2013. 25% addL quantity (3 lakh Nos.) was also

placed during 2013-14.

During 2014-15, purch

lakh Nos. single phase meters with LCD & ToD.

After the preparation of Annual
Director to identify the

pPlan, a review was done by
works that could be completed in the subsequent year

based on the progress achieved and the material requ

thus identified is incinded in the purchase plan. Accor

of materials for substations that are targete
were included in the Purchase Plan.

d to be com

ase order was placed for 15

the concerned

irement for the works

dingly the requirements

pleted during 2010-12

S -
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Nellikkaparamba were included in the Annual plan 2011-12, land |

was not available cxeept in palakkad. It was included in the Annual |’

plan on the anticipation that land would be made available on time.

The reply was not tenable as the above substations’ works were not
included in PP because no separate PP was prepared for 20 11-12 and
a two year rolling plan had already been approved (March 2010) for
2010-12.

e Gol approved (June 2010) RAPDRP for 43 towns in Kerala, aimed
at reduction of Aggregate Technical & Commercial (AT&C) loss
through various distribution strengthening works. Approved

RAPDRP involved installation of 2340 Ring Main Units (RMU) and |

drawing 1495 kilometre (km) of Aerial Bunched Cable (ABQC). As
per Gol guidelines, RAPDRP was 10 be completed by June 2015
(within five years). ' '

Scrutiny of records revealed that as per the Annual Plans 2010-11 to
9014-15, RMUs proposed to be installed were only 1394. Out of this,
only 187 RMUs were procured and installed. Similarly, although 1547
km of ABC were proposed to be drawn during 2010-11 0 2014-15 as
per respective Annual Plans, purchase of ABC was not included in the
PP and hence, the purchase of ABC was not made. As a result,
RAPDRP could not be completed within the scheduled five years’ time.
Consequently, reduction in AT&C loss could not be achieved as

planned.

Recommendation No. 2. (Co-ordination between Corporate
Planning Wing and Purchase Department should be strengthened
to ensure proper assessment and timely procurement of material to
carry out various works as planned.

The Audit has recommended (Recommendation No. 2) that Co-ordination
between Corporate planning wing and Purchase Department should be
strengthened to ensure propert assessment and timely procurement of material
to carryout various works as planned. The single phase and three phase meters
purchased by KSEBL are guaranteed for a period of 5 years. The meters

reported faulty during the guarantee period are informed to the firm
concerned and got replaced by them. Hence the opening stock of the faulty
meters for preparing the purchase plan is not considered as this included
meters failed under guarantee period which will be replaced by suppliers free

of cost.

The total requirement of meters include replacement of faulty meters and newl
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service connettions. E\kéﬁl if we replace all the existing faulty meters at 4ny ¥
time some of the good, meters may also become faulty subsequently every
year, which becomes the faulty meter as closing balance of that year. So the
faulty meter no. is a recurring no. only. The requirement of materials for
substations that were targeted to be completed during 2010-12 were only
included in the then transmission Purchase Plan. The works of the substations
mentioned in the audit query was not even started then (during 2011-12)
since the land acquisition was not compieted. Hence there was no need to
include the materials for the same. On enquiry with the transmission wing, it
is understood that those substations are not yet commissioned. The work
involving Aerial Bunched Cable was carried out by Board as Turn-key work.
Hence material purchase was not necessary for RAPDRP works. Similarly the
RMUs mentioned in the audit para for RAPDRP works were installed as per
the city scheme which were carried out as Turn-key work. The 187 RMUs
purchased by KSEBL were for the deposit work of HT consumers.

The Annual Plan 2016-17 was finalized by KSEBL during Jan 2016. The
material requirement was collected from field, consolidated and submitted
for approval during May 2016. Since election for Legislative Assembly was
declared, the Board meeting could be conducted only in May. Since now
Corporate Planning and SCM are under the control of the same Director, co-
ordination of planning wing and SCM department is made easy.

Now as per the provision of supply Code, outlets have been provided in all
distribution circle offices where the consumers can buy the domestic meters, if
required.

pa

l Procurement of material

2,2.12 Public procurement activities should be conducted in a
transparent manner ensuring competition, faimess and elimination of
arbitrariness in the system. It must also conform to exemplary norms
of best practices to ensure efficiency, economy and accountability.

Scrutiny of 152 POs out of 610 POs issued by KSEBL during 2010-11
to 2014-15 revealed deficiencies in tendering processes and delay in
procurement of material leading to delay in execution of works and
extra expenditure in procurement. These are discussed in succeeding

Remarks pertaining to this para has been details in succeeding paras.
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paragraphs.

Tendering Process

2.2.13 Generally, tenders are invited by KSEBL in two bid system,
such as technical bid and financial bid and in case of material such as
ACSR conductors, weather proof wire, etc., procurement is made
through limited tenders from Small Scale Industrial (SSI) units and
Public Sector Undertakings of Kerala.

Audit examined process of tendering in 113 cases and observed
following deficiencies:

. According to provisions (Rule 1.3) of SPM, KSEBL was to
prescribe appropriate time frame for each stage of procurement,
and delineate the responsibility of different officials involved in
the purchase process to reduce delays in tendering process.
Such a time frame would also make the purchase officials
concerned more alert.

KSEBL did not, however, prescribe any time frame for various stages
of procurement. As a result, 48 out of 113 tenders for procurement of
various material were invited after delays ranging between 31 and
269 days from the date of approval of PP on account of finalization of
technical specification; collection of latest requirement of material,
etc. In five cases, tenders were floated during subsequent year of
material requirement as the PP was approved in the month of
December. Delay in invitation of tender led to consequent delay in
replacement of faulty meters, increase in local purchases at higher
rate, etc., as discussed in Paragraph 2.2.15.

° CVC directives (November 2008) stipulate that tenders should
be finalised and contracts awarded in a time bound manner
within original validity of the tender, without seeking further
extension of validity. As per the SPM, the validity period should
not be more than three months from the date of tender opening
as the longer period entails the risk of getting higher price from
the tenderers.

2.2.13 Tendering Process _

s As reported eaflier, Before January 2014, the delegation of the
Purchase Committee to accept tenders for the purchase was less than that of|
the Full Time Directors. Hence in majority of the purchases, it was necessary
to obtain the sanction from the Full Time Directors which lead to unnecessary
delay in finalizing the tenders. Considering the fact that the Purchase
Committee is a bigger forum than the Full Time Directors, the Board vide
order dated 20.1.2014 decided to enhance the delegation of the Purchase
Committee at par with Full Time Directors, so that unnecessary delay in
finalizing the tenders can be avoided. This has now helped to decrease the
finalization of tender to some extent.

Further, with the implementation of vendor registration for items like

distributidn transformer, weather proof wire, 11kV AB switch and 11kV Pin

insulator single part tenders are invited and the procurement time has been
reduced. Now, vendor: Registration for all materials has been invited which
will reduce the tender finalization time.

. There is a uniform procedure that is followed for blacklisting a supplier

and if a supplier is blacklisted, the information is sent to all power utilities and

the list of blacklisted suppliers is also maintained. In the case of two part
tender, the previous performance of the firm is also one of the criteria for pre-
qualification. If the previous performance is not satisfactory, they may not be
pre-qualified. In the ' case of 200A LT rewirable fuse unit, the samples
submitted by M/s.Shree Krishna Electricals were verified, checked and
quality assured before issuing purchase order to them by Chief Engineer

(SCM). ;

e Action will be taken to display the list of the suppliers with poor
contractual performance in the website of KSEBL.

» Two part tenders were invited for 110Nos. of 110KV SF6 Circuit
Breaker vide: tender No.TCM.47/2010-11.  M/s. Areva quoted
Rs.4,77,962.67/-(AIR) for the first55 Nos. and Rs.5,40,403.50(AIR) for
the second lot of 55 Nos. The total financial commitment was Rs.

- 5,60,10,139.35.

e M/s.Crompton Greaves quoted Rs.4,79,910.26/unit which was less

than the rate quoted by M/s. Areva for ond 55 Nops. While comparing
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s General conditions of the tender documents issued by KSEBL,
however, stipulated that the validity pericd of 2 bid shall be
four months from the date of opening price bid or six months
from the date of opening pre-qualificaton bid. whichever is
earlier. The CE, SCM :lid not take any steps to reduce the
validity period ro march with the period prescribed in the
SPM. This fact was also not brought to the notice of BoD.

¢ Since KSEBL foliows two-bid system for procurement of
majority of items, pre-qualification criteriz should be specified
in unambiguous terms to avoid arbitrariness and favoritism in
pre-qualification of bids as stipulated by guidelines of CVC
wlhich was applicable to K5SEBL. As per the provision of SPM
(Chapter 5.25), KSEBL shall blacklist, ban. suspend business
and remove from the list of approved supphers, firms for
hreach of conditions of conrracts. The list of firms blacklisted
and or banned was alsc to be displayed in the website of
KSEBL.

. one tender, out of 113 tenders examined in Audit, for supply of

| #1700 numbers 200 amp LT rewirable fuse unit, invited (September
*..2) by CE, Distribution, South, offer of Shree Krishna Electricals

was rejected due o poeor perlormance in earlier supply. Thus, the
vrice bid of single bidder, Kerain Electrical and Allied Engineering
Company Limited (KEL) was opened and PO placed with KEL=on S
August 2013, However, in connection with procurement of 1017 LT
rewirable fuse unit, CE. SCM placed (December 2013) PO with Shree
Krishna Electrical.

There was, thus, no_system to blacklist and display list of suppliers
with poor contractual performance in the website of KSEBL as
prescribed in the SPM leading t lack of uniformity in disqualifying
the poor-performing suppliers.

GoK replied (January 2016} taut the firm was not Blacklisted as
KSEBL resorted to black listing only as an extreme step. It was also
replied that the list of blacklisted suppliers was also maintained. The

reply was incerrect as iist of suppliers with poor performance was not

the offer of both firms, the total financial commitment offered bﬂ
M/s.Crompton Greaves was less, that is Rs.5,27,90,128.60. But M/s
Areva had offered part quantities at different rates, which was against
tender conditions and hence  negotiation was made with /s
Crompton Greaves. But they offered a higher rate of Rs.5,23,787.60
on negotiation. Even though M/s.Areva had later intimated their
willingness to supply 110 Nos. of 110kV SF; CBs at their lowest rate,
the same could not be admitted since this was against the tender rules.
It may also be noted that when an open tender is invited, all the tender
conditions have to be followed. Hence the post offer of M/s.Areva
could not be considered. The matter was placed before the Purchase
Committee. The Purchase Committee decided to accept the first lot of
55 Nos. and retender the balance quantity, if required, since M/s.
Crompton Greaves has backed out. Thus first lot of 55 nos was
accepted from M/s. Areva, since it was beneficial to KSEB Ltd. The
actual required quantjty of 53 Nos. of 110kV SF6 breaker was
retendered [after collecting details of the actual quantity required from
Member (T&GO)]. M/s.Crompton Greaves came as L1 in this tender
and hence Purchase Grder was placed with them.

Henee two part tenders were invited, vide tender No: TCM 22,/2010-
11 dated 15.11.2011, for the purchase of 53 Nos. of 110kV SI't Tircuit
Breakers with supporting structures based on the balance requiement
of 110KV SFs Gircuit Breaker for O&M and targeted works during
2011-12.

The following firms participated in the tender.

1.
2.
3.
4,

M/s Crompton Greaves Limited, Nashik
M/s ABB Limited, Bangalore

M/s Siemens Limited, Chennai

M/s Areva T& D India Limited, Chennai

The price bids of the three qualified firms were opened on 05.03.2012.

While comparing the rates, it was noted that M/s. Crompton Greaves Ltd. had
quoted the lowest rate and purchase order was placed with them.

The new Purchase Order for 53 Nos. of Circuit Breakers was finalized at the
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maintained nor their names displayed in the website.

It was also noticed that KSEBL could not finalise 36 out of 113
tenders, within the validity period fixed by it as shown in
Table below: h

Table 2.21: Time taken fo issue purchase order
technical bid

after opening

Year No. of Time taken in months to issue POs
Tenders
— |
4-6 7-12 Above 12
2010-11 5 0 5 0
2011-12 8 0 7. 1
2012-13 7 1 5 . 1
2013-14 6 1 5 0
2014-15 10 3 6. 1
TOTAL 36 5 28 3

rate of Rs.5,22,968/- Which
Greaves in the previous ten
5,23,787.60) and M/s. Areva

is less than the rates quoted by M/s.Crompton
der (TCM 47/2010-11) (negotiated price ie Rs
(for 2" 55 Nos Rs 5,40,403.50).

Audit analysis revealed that in 36 tenders, the Pre-Qualification (PQ)
Committee took periods ranging from 1 to 12 months to prequalify
the bidders and Purchase Committee took 1 to 13 months to select a
successful bidder as shown in Table below:

Table 2.22: Time taken to finalise tenders by PQ and Purchase
' Committee

——

[ ———
Time taken (months)
Total

Number of
tenders

Purchase Total
Committee

PQ Committee

5% Nil 4-6

4-6 |
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28 1-11 , 1-11 7-12 g
3 7-12 413 Above 12
36 : Total

The delay on the part of PQ Committee was due to non-insistence of
timely submission of missing bid documents, delay in scrutiny of
financial aspects by financial advisor, etc. The delay on the part of
purchase Committee in selection of successful bidder was due to price
negotiation and delay in convening purchase Committee meeting and
BoD meeting. '

GoK replied (January 2016) that more than six months was required
to finalise tenders for certain items like power transformer,
transformer control, feeder control and relay panel, RMU, etc. It was
also stated that care would be taken in future tenders to avoid delays.

The reply was not acceptable as in 31 cases, tenders were finalised
after six months. Out of this, in 30 tenders, Purchase Comunittee took
three to thirteen months to select successful bidder after
prequalification.

« Due to delay in finalisation of tenders and issue of POs after the
validity period, KSEBL incurred extra expenditure of 1.26 crore in
three out of 36 tenders as shown in T able below:

Table 2.23: Details of extra cost due to non-issue of POs within

validity period
Material Name of Extra Reason
supplier cost (Rs.
crore)
10OkV 0.23 Due to delay in
L SF6 finalisation of tendﬂ
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(CGL refused to supﬂ

Circuit
Breakers ‘;an-d ®SERI.  had (O
(CB) . procure material through

%ne’.-: Crompton tender at
exa oSt from CGL for
iwhich the responsibility
_ I Greavss needs to be
1 fixed.

? |GoK replied (January
i9016) that  balance
quantity of 53 Nashik
CBs was procured from
CGL at lesser rate than
the rate (CGL)66 quoted
in the first tender.

On verification, it was
found that the reply was
incerrect as the rate
{quoted by CGL in the
first tender (14.80 lakh)
| was tower than the rate
in retender (35.23 lakh).

i
!
E
1
;

7lakh SP ! Larsen& 0.84 iTender was openeéi in;
meters ., Toubro | June 2010. Due o delay

i Limited lin finalisation of tenders
-and placing PO, KSEBL
“ihad to incur extra cOst
| on account of increase in
excise duty (ED) from 10
‘1o 12 per cent with effect
from April 2012,

1GoK stated ({January
2016) that now the
teriders for purchase of
meters  are  being
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processed without any %

delay.
0.50 lakh EMCO 0.19 Tenders were opened in ’
TP meters Limited October 2011. Due to

delay in finalisation of
tenders and placing PO,
KSEBL had to incur extra
cost on account of
increase in ED from 10
to 12 per cent with effect
from April 2012 .

GoK stated (January
20T E 0 e Qe FLC
tenders for purchase of
meters are being
processed without any
delay. Reply was not
acceptable as the delay
in finalisation of tenders
for more than a year in
case of SP and TP meters
in 2010-12 had direct
impact on the revenue of
KSEBL as it continued to
bill customers in such
cases on the basis of
average consumpton.

L Total 1.26 j

Recommendation No.3 In order to ensure availability of material, The Audit has _reéommended (Recommendation No. 3) that in order to
time frame for each stage of procurement right from tendering | €nsSure availability of material, time frame for each stage of procurement right

process may be fixed in conformity with the provisions of SPM. from tendering process may be fixed in conformity with the provisions of Store
_ Purchase Manual. ‘

It may please be noted that the processing of two tenders for procurement of
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wer transformer, transformer control & relay panel, feeder

certain items like Po

control & relay panel, RMU etc most often taken nearly 6 months to finalize.
gince these are key equipments for ensuring system stability and for the )
protection of the power SysteTl, the opinion of the field experts of KSEBL is
necessary. Drawing approval of the above items also consume a lot of time so

as to suit the requirement of field conditions.

Now, for the tenders invited during 2016-17, t

ime frame has been fixed for

each stage of procurement and utmost care is taken to finalize three tender

within validity period, which has been fixed as 3 months from the date of
render opening. In Isolated cases, certain delay occurs due to circumstances

that occur during the processing of that tender.

‘The bid validity period in KSEBL till August 2016 was SiX months from the
date of pre-Qualification bid opening or four months from the price bid
opening which is earlier. Since the equipments purchased from the Office of
Supply Chain Management are key equipments for ensuring system stability
and for the protection of the power system stability and for the protection of
the power system, qui f the field officers are necessary.

te often the opinien O

The processing of tenders for procurement of items like Powet transformer,
transformer control & relay panel, RMU etc. often takes more than 6 months
rameters verification. The technical

to finalize as this involves technical pa
specification is updates in conformity with CBIP Manual, 1SS, IFC
omparing the technical parameters verification of
Discussions

is time consuming.

specification etc. So ¢C
ving the technical particulars so

technical specification of the quoted item €tC.
are also required with filed officials for appro

o suit the requirement of field conditions.
single part tender depends upon the Probable Amount of

f the tender. For two patt tender, pre-qualifiation is involved.
r, evaluation is made based on eligibility criteria. 50
nical and commercial conditions are verified. Then

e wing is obtained and details placed before P re-
After that price bid is opened and again evaluated

after obtaining comments from finance wing and in some cases legal opinion
is also sought. Sample testing in the case of certain times like meters.
switches, efc are also done by technical committee, IT wing etc. All these are
laborious process. 50 KSEBL has given a time frame of 6 months for two part

as t
Two part Or
Contrast value 0

After opening tende

conformity with tech
commends from Financ

qualifiation Committee.
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tender and 4 monthsifor single part tender even though Store Purchase|
Marnual insists three months time. Now KSEBL has started vendor registration
process to reduce the fime frame. Once all the materials are resisted the
tender process time can be reduced to a great extent to 3 months as per Store
Purchase manual.

The bid validity is kept as three months from September 2016. Every effort is
now taken to finalize the tender within the validity period itseif.
The delay in finalization the tender for single phase meter was already
explained in para 2.2.15 :
The delay in finalization the tender for three phase_meter is mentioned
below:- '

The procurement process was delayed due to non-furnishing of document by
the bidders and delay on getting the clarification requested. KSEBL has to
comply witlt all the formalities of the purchase procedure, otherwise it may
lead to litigation. Board has to give equal opportunities to all the firms to
furnish all necessary documents to support pre -qualification conditions, get
more competitive rate and also to avoid litigation. Quite often clarifications
arc requested from the firms regarding various technical snags in the offer
submitted by the bidders. Meanwhile, the display parameters in the meters
has to be modified to include the parameters in the meters had to be modified
to include the parameters for ToD implementation which also required time
for finalization, as per KSERC direction which was not envisaged while
floating the tender. M/s EMCO being a new supplier to KSEBL, the factory
was inspected as per PQ condition in tender. Still the meters could be used
for Tod tariff implementation, as directed by KSERC because of the effort put
forward by KSEBL to incorporate such facility in the meters.

Statutory variation in taxes and duties during the scheduled delivery period
are to be borne by the purchaser. So the payment towards increase in excise
duty cannot be considered as a loss of KSEBL.




2.2.14
of material

Chapter 111 of Part I of Manual on Commercial Accounting System
stipulated KSEBL to maintain different stock levels such as maximum,
minimum or re-ordering level or economic order quantity in order to
ensure uninterrupted supply of material and to avoid delay in
execution of various works. The CoPU, while considering an earlier
Audit Observation, had also directed (March 2005) KSEBL to follow
the system of maintenance of stock level based on co-ordination with

project or work requirements.

Audit noticed that;

KSEBL did not fix and maintain stock Jevels for any of the material
required for normal maintenarnce works. On an analysis of availability
of ten major items of material during the perod from 2010-11 to
2014-15, it was observed that due t0 delay in procurement of material
there was non-availability of material for periods ranging between one
and nine months. The details of delay for more than six months were

45 shown in Table below:

Table 2.24: Details of work affected due to non-availability of
material

Delayed
period

lWork or Project
| affected

Single Phase 2011-12 |8 months an

Meter

meters
mechanical ~ meters,
RAPDRP and RGGVY
works

9 | ACSR Rabbit 2011-12

and

}| RGGVY,
. reconductoring work,

Delay in executidn of works due to non-availability 2.2.14 D
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elay in execution of works due to non-availability of material
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2012-13 9 months |RAPDRP and other
line extension work.
ACSR Raccoon 2012-13 7 months |RGGVY, RAPDRP and
and each other line extension
2014-15 work
Three Phase 2013-14 7 months |New service
Energy meters connection,
replacement of faulty
meters and
mechanical  meters
and RAPDRP Work.
AB Switch 400 | 2012-13 | 8 months |RGGVY, RAPDRP and
Amp other line extension
work
11 kV 45KN Disc| 2013-14 | 7 months and | 11 kV line extension
Insulator and 8 months work
2014-15
11 kV Pin 2012-13 9@ months RGGVY, RAPDRP and
Insulator other 11 KV line
extension work
100 kVA 2011-12 6 months |Voltage and system
Distribution improvement and
transformer RAPDRP work
160 kVA 2010-11 | 6 months |Voltage and system
Distribution improvement ~ work
transformer and RAPDRP work
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10 112.5 MVA
"I ransformer
| (Transmission) |

|

%2014-15 o months | Substation

! pOnSTICTION work

s (mew and
_upgradaton work)

GoK replied {January 2016) that action was being taken by KSEBL to
finalize tenders within validity period. Gok further stated that

maintaining stock level of critical material would not be possible at
all times due to storage constraints, procedural delav in initiating
next tender, etc.

The reply was not acceptable because KSEBL had not fixed stock
levels in respect of material required even for regular operation and
maintenance. This was despite the recommendation of CoPU to
maintain stock levels. procedural delay in tendering was avoidable
through standardization of procedures as most material are procured
annually.

Recommendation No. 4: In order to avoid delay in procurement
of material, a system may be incorporated in SCM software to
analyse the available stock and its average consumption for the
period so as to purchase the material before its stock-out. =

As per approved PP 2013-14, 10 Distribution Transformers (DTs) of
500 kvA were required to meet voltage umprovement and system
improvement work during 2013-14. Tender was invited in April 2014
Price bid was opened in May 2014 and PO issued in November 2014
to Unipower Systems (Unipower) for supply of 10 DTs at ©42.57
lakh. As per the PO, the DTs were to be delivered by 11 February
2015.

It was noticed that though there was delay in supply, the CE, SCM
asked Unipower on 16 March 2015 to produce temperature rise test
certificate and to intimate the readiness of DTs for inspection.

the firm delayed the delivery, the capital works, viz., voltage
improvement and system improvement envisaged during 2013-14

Unipower supplied the material during September-October 2015. As|.
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rcould Lot be executed till September 2015.

GoK replied (January 2016) that the firm supplied DTs belatedly in
September 2015, but no capital work was affected due to non-
availability of material.

The reply was not acceptable as tenders were issued for meeting
requirement of DTs during 2013-14 after considering the stock. Due
to delay in procurement, voltage improvement and system
improvement planned during 2013-14 was, thus, affected.

The audit has recommended (Recommendation No. 4) that in order to avoid
delay in procurement of materizl, a system may be incorporate in SCM
software to analize the available stock and its average consumption for the
period so as to purchase the material before its stoclt out.

e Purchase Order for the supply of 10 nos 500 KVA Distribution
tgansformers was placed with M/s Unipower Systems on 11.11.2014
subject to the condition that temperature rise test certificate shall be
furnished before commencement of supply and the firm was to
complete the supply before 11.2.2015. However the firm supplied the
materials belatedly during September 2015.

It may be noted that the 500 KVA Distributions Transformer is not a fast
moving item and there had not been requests for the material from the field
during that period and no capital work has been affected due to non-
availability of the material.

A web based Supply Chain Management Software is being implemented in
KSEBL from 1.4.2011. The material transaction in the distribution wing are
now being carried out though the Software. The receipt, issue and balance of
store items received by each section from the Sub Regional Stores are
accounted through SCM software. :

All Stores to Stores transaction are being made from the Corporate Office, thus
avoiding excess inventory in Store. All centrally purchased distribution
materials and fabricated items from the Manufacturing units are allocated to
the various Sub Regional Stores from the office of the Chief Engineer (SCM)
based on the stock position and the requirement of material furnished by Dy.
Chief Engineers every month. Thus the inventory of materials can be
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controlled using SCM software. _ _
Action is being taken to solve certain bugs in the implementation of | °
software and once the software is fully implemented, different stock levels
such as maximum, minimum of re-ordering level in order to ensure
uninterrupted supply of material will be maintained.
The reply to the details regarding the non-availability of material (Table

2.24) is furnished dbelow:-
1. Single phase meter (Period 2011-12 and 2012-13)

During the period 2011-12, tender was invited on 23.4.2011 for the
procurement of 12 lakh nos. single phase meters. But due to the peculiare
circumstances that developed during the processing of this tender and the
subsequent delay in inviting the next tender which is explained in para 2.2.11,
purchase order was jssued only for 8 lakh nos. on 20.1.2012 for 12 lakh nos.
single phase meters and purchase order was issued for the full quanitity on
24.4,2013. -

2. ACSR Rabbit (Period 201 1-12 and 2012-13)

Tender was invited on 17.12.2010 for procurement of 80200 km ACSR
Raccoon, 10,000 km ACSR Rabbit, 10,000 km ACSR Weasel and 7000 km
ACSR Squirrel.  The pre-qualifiation Committee meeting was held on
9.4.2011. The matter was placed in the purchase Committee meeting held on
7.72011. The Committee recommended to place the matter before the Full
Board after placing in the Full Timer Members meeting after rechecking the
quantity. Accordingly Purchase order was issued on 20.08.2011 for 8000 kmn
of ACSR Rabbit conductor. For the procuremnt of balance quantity of ACSR
Rabbit, the matte was placed before the Purchase Committee vide note dated
4.2.2012.

The Purchase Committee meeting held on 8.2.2012 entrusted Member
(Distribution) to assess the progress of work of conversion of single phase line
to three phase line and re-conductoring of LT lines for assessing the utlization
of Rabbit and place once again before the Purchase Commitiee. Accordingly
the Member (Distribution) has intimated that the requirement for T* quarter
comes to 6633km. The Purchase Committee meeting held on 4.4.12 directed
to place the mater once again before the purchase Committee with details
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such as weight of materials/km and the cost of materials/km of ACSR Rabbit
based on the IEEMA Price for Aluminium & Steel.

The matter was placed again before the Purchase Committee and the
Committee met on 18.4.2012 decided o obtain sanction from the Full Board
to purchase 5000 km of ACSR Rabbit Conductor.

Accordingly, during 2012-13, purchase orders were issued on the following
dated for the procurment of ACSR Rabbat.

P.O Date Quantity ordered
17.05.2012 4960km
30.07.2012 2000km
23.11.2012 2735km

£.03.2013 1083km
18.03.2013 13450km

3. ACSR Raccoon (period 2613—14 and 2014-15)

As per the Purchase Plan 2013-14 vide sanctioned Board order dated 11.4.13,
Board decided to purchase the following quantity of ACSR conductores:-

Reccoon - 4000 km
Rabbit - 150000 km
Weasel - 7000 km

During the past decade Board has initate action to procure the ACSR by open
tender in order to get more competitive rate. But the Government had
directed to procure these items only as per the provision contained in the
Store Purchase Manual. Accordingly, Board has been purchasing the ACSR
only from SSI units and M/s TRACO Cable Company Limited. As per Board
Order dated 11.04.2013, the Board decided to take up the matter with
Government to accord sanction to KSEB to invite National Level open tender
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for the procurement of ACSR Raccoon, Rabbit, Weasel and Squirrel conductol
on rate contract for 2" years. Accordingly, the matter was taken up with
Government. The Secretary to Government, Power © Department vide letter
dated 11.6.13 intimated to continue the present system of bidding for the
purchase of ACSR Conductor up to 19 stands from SSI Units working withii
the State and from State pSU's and the proposal for inviting National Legel
tender is rejected. It was clearly mentioned in the letter that the same was
issued with the approval of Hon'ble Minister for Power.

A note dated 28.6.13 was submitted to Chairman through Member (Finance)
by the Chief Engineer (SCM) requesting sanction to continue the present
system of tender limiting to SSI Units within the State and M/s TRACo Cable
Company for uninterrupted availability of ACSR conductors. As directed by
the Chairman the matter was placed before the Full Board, for approval. The
Full Board meeting held on 71.08.2013 decided that the issue may be taken
up with the Government in Store pPurchase department as well.

The matter was placed before the Purchase Committee to decide whether to
call for price bids and essential documents alone for supplying 4000 km of
ACSR Raccoon, 15000 km Rabbit and 7000 km weasel through e-tender from
the existing supplies for the balance period of 2013-14 and whether to revise
the quantity. '

The Purchase Committee meeting held on 26.9.13 directed that the tenders
may be invited as suggested in e-tender mode pending a clarification from
Government as decided in Full Board. Hence single part e-tender was invited
on 19.10.2013 for procuring 4000 km ACSR Raccoon, 15000 km Rabbit and
7000 km Weasel conductor. The tender was processed and placed in the
purchase Committee requesting sanction for procurement. The Purchase
Committee held on 6.12.2013 deferred the matter. The matter was placed
again in the purchase Committee base don the meeting convened by the then
Hon'ble Minister for Flectricity to review the position of distribution materials.
The Committee held on 19.2.2014 decided that on verifying the stock of ACSR
Raccoon conductors, it was found that the present requirement can be met by
diverting the excess Raccoon conductors from Sub Regional Stores. So it is
advantageous to postpone the purchase of ACSR Raccoon after assessing the
field requirement for the next 2 months.

During 2013-14, purchase orders were issued on 6.3.2013 and 18.3.2013 for
781 km and 1650 km of ACSR Raccoon.
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During 2014-15, purchase orders were issued on the following dates for the
procurement of ACSR Raccoon.

P.O date Quantity ordered
24.7.2014 2000km
8.12.2014 500 km
24.2.2015 4814 km ,
Total 7314 km

4, three phase Energy meters

During the period 2013-14, pulrchasecl orders were issued on the following
dates for the procurement of three phase meters.

31.10.2013 - 12500 nos.
19.12.2014 - 9500 nos
Total - 22000 nos -

Besides there was pipeline quantity of 57500 nos from the purchase orders
issued during 2012-13 as given below:-

P.O date Quantity ordered
17.8.2012 - 7500 nos
17.10.2012 - 50000 nos
Total - : 57500 nos
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The details of single phase and three phase meters purchased during 2010-11; &
t0 2014-15 are furnished below:-

Single phase meter Three phase meter ]

Requirement Actual Requirement Actual

as per 'P quantity as per PP quantity

purchased purchased

2010-11 700000 675000 100000 130000
2011-12 1200000 800000 50000 17500 J
2012-13 223500 nil 7000 57500
o134 |217000  |1500000  |70000 22000 )
2014-15 1019292 1260000 75000 93750
Total 3359792 4235000 302000 320750

It can be seen that sufficient quantity was purchased for meeting the
requirement during 2010-11 to 2014-15.
5. 11 Kv AB switch (period 2012-13)

The Purchase plan for 2012-13 was approved by KSEB on 14.6.2012. E-
tender was invited on 6.8.2012 for purchasing 6200 sets of 11 kv 400A AB
switches for 2012-13. But the tender was canceled vide Board order No (FM)
no 2522/2012 (TA 33/SCM07/eP1/2012—13) for various reasons, Later M/s
UEL Kollam, a Government of Kerala Undertaking vide letter dated 19.12.12
came up with a request for rate contract agreement for supplying the whole
quantity of 11 kV, 400 A AB switch required by KSEB. The matter was
discussed in the purchased Committee meeting held on 7.2.2013 and
authorized Chief Engineer (SCM) to issue necessary rater contract order.
Based on the above, purchased order was sssued for 10,000 nos. on 23.3.2013.
Eventhough there was delay in the procurement of material for 2012-13, the
required quantity of the item was purchased in the field officers.
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511 Kv 45 KN dis insulator (Period 2013-14 and 2014-15) ]
Tender was floated dn 16.11.2011 for 1 lakh nos and purchase order was
issued for 1 lakh nos. on 19.10.2012. The supply was completed only during
October 2014. Later based on requirement reported during November 2014,
tender was invited for 1 lakh non. On 4.2.2014. Purchase order was issued on
13.5.2015 for 1 lakh non. Addl. purchase order for 25000 nos. Was also issued

7. 11 Kb Pin Insulator (2012-13)

The reason for the delay in issuing purchase order for item during 2012-2013
is furnishing below:-

As per purchased plan 2011-12, two patt bids ere invited for the purchase of 2
lakh nos.11 Kv Pin with insulator . The Purchase Committee held on
15.1.2012 found that the pin insulator with matching GI pin has two distinct
parts namely insulator made of porcelain made of galvanized iron costing
more than Rs 50/ each. They are manufacturer by different manufactures and
both of these parts are not manufactured by a single manufacturer. It was
found that the manufacturer insulator pat are pre qualified, even though they
do not manufacture Gl Pin. On the other hand manufacturers of GI Pin pin
are not pre qualified on the ground that they do not manufacture insulator.
The Purchase Committee found that it is an anomaly and the meeting held on
91.3.2012 decided to cancel the tender and invite separate tenders for Pin and
Insulator. lt was also decided to authorize the Distribution Chief
Engineers/Dy. Chief Engineers to purchased 11 kV Pin and lnsulator to meet
the immediate requirement for 3 months. Hence the next tender was invited
on 4.7.2012 for 1.25 lakh each of 11 KV Pin and Insulator and purchase adder
was placed on 10.1.2013.

8. 100 kVA distribution transformer (Period 201 1-12)
The Purchase Plan for 2011-12 was approved by Board on 12.5.2011,

purchased order was issued for 2000 nos on 24.8.2011 after the approval of
Purchased Committee and Full Board. During 2010-11, purchased orders
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were issued on 21.5.2010, 15.7.2010 and 56.7.2010 for a total quant's X
7000 nos. which were available as pipeline quantity for the works planne
during 2011-2012. Undue delay has not occurred for the procurement of 100
KVA distribution transformer during the period 2011-12.

9. 160 kVA distribution transformer (Period 2010-11)
During 2010-11, Purchase order has been issued for 500 nos. transformer on
the dates given below:-

28.5.2010 - 150 nos.
29.7.2010 - 300 nos.
10.8.2010 - 50 nos.

Total - 500 nos.
10.12.5 MVA Power transformer (Period 2014-15)

Tender was invited on 30.3.2010 for the procurement of 45 nos 110 kV/11
kv, 12.5MVA power transformer. Purchase order was placed wirth  M/s
Voltamp transformers, Vadodara for 31 mos. and with M/s indotech
transformers Limited, Chennai for 14 nos. The scheduled delivery patiod of
M/s Voltamp transformers was upto June 2012 and of M/s Indotech
rransformers Limited, Chennai was upto Dec. 2012.

The Purchase committee meeting held on 06/05/2013 decided to short
close the Purchase Order placed with M/s Voltamp transformers, Vadodara
with 21 Nos. 12.5 MVA, 110 kV/11kV transformer. It was also decided to
extend the delivery schedule of the last 2 units of M/s Indotech transformers
Limited, Chennai to 20 days from the date of issue of MDCC for each unit
without imposing penalty. The matter was again reviewed and the Purchase
Committee meeting held on 21.08.2013, decided to consider the request of
M/s Voltamp transformers, vadodara to extend the delivery schedule for the
12 Nos. 12.MVA 110/11kV transformer (10™ to 21% unit Transformers) to 3
days from the date of MDCC for each unit without imposing penalty.

There was no requirement of 12.5 MVA, 110kV/11kV transformers for 2013-
14. But vide not dated 11/11/2013 of Director (Transmission & System
Operation), it was informed that the requirement 12.5MVA, 110wV/11KkV
transformers is 3 nos for 2013-14.

The matter was reviewed in the Purchase Committee. The Purchase
Committee meeting held on 12/ 02/2014 decided to short close the Purchased

33




Order placed with M/s Voltamp wamsformers, Vadodara after considering the
revised requirement for 2013-14, i any, and requirement for 2014-15 also. As
per Purchase Plan 2014-15, the requirement of 12.5MVA, 110kV/11kV power
transformers was 14 Nos.

The following schedule of requirement was intimated vide note date
3.8.2014 of the Director (Transmission & System Operation}

S1 No Name of Siation Qty. Nos)

110kV Substation, Kodimatha N
110kV Substation, Kuthuparamba
66kV Substation, Kanjirappally

]

66kV Substation, Panampady
66kV Substation, Ernakulam North

l\-)l\.)b—‘[\_)»—‘n—-'(\)

1
2
3
4. | 110KV Substation, Pudukkad
5
6
7

110kV Substation, Angamaly

| 8 66kV Substation, Pampady 1

Hence the proposed delivery schedule of the balance 10 nos was
communicated to M/s Voltamp transformers Limited on 21.8.2014. Amended
delivery scheduled was issued to the firm to match with the filed requirement.
The Addl. Two nos required was purchased from M/s Indotech transformers
Limited, Chennai as 25% addl. Quantity of the original purchased order and
purchase order as issued on 15.12.2014, well before the requirement in the
filed.

2.2.15 Extra expenditure due to delay in finalization of tenders

and Pos

Competition is the key element of the procurerﬁent policy framework
which promotes value for money. Due to delay, in preparation of PP

5915 Extra Expenditure due to delay in finalization of tenders and Pos

In tender no. TCM 16/10-11 for the purchase of 7 lakh single phase
meters, the test report of sample meters received from TMR divisions Pallom,
Angamaly and Shornur by the L1 firm were furnished before the Full Time
Members and the FTM meeting held on 24.01.2011 decided the following:

1) The tests at the TMR reveal that the 3 L1 items are of suspect _quality and

and finalisation of tenders, KSEBL could not procure material through
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competitive tenders but had to resort to local purchase, etc., resulting
in extra expenditure as discussed below:

Out of 19 POs of energy meters test checked, Audit noticed extra
expenditure of T16.32 crore in five POs.

During 2009-10, KSEBL required nine lakh SP m2ters for replacement
of defective meters and for providing new connactions. To meet this
requirement, KSERL, placed (October 2009} POs with United
Electrical Industries Limited (UEIL) and ICSA India Limited {(ICSA), L1
bidders. Since UEIL and ICSA defaulted in supply, KSEBL placed
(March-December 2010) five POs with Larsen & Toubro Limited
(L&T) for supply of 10.25 Jakh SP meters at the L1 rate of T 665.32
per meter. As per the rerms and conditions of the PO, price was to be
re-fixed if there was fall in price in the tender o be floated for
subsequent Annuat Plan (2010-11). Accordingly, price re-fixation was
applicabie to four POs for 6.75 lakh meters.

Tender for seven lakh SP meters required as per Annual Plan 2010-11
was invited on two-bid system. AS per tender, financial bid was to be
opened only if techmically (PQ bids) qualified. PQ bids were opened in
June 2010 aad all five bids received were pre-qualified by the PQ
commimes, after tesung the sample meters. Financial bid was opened
(23 November 2919) and the rate offered by Bentec Flectrigals &
Flectronics Privace Limited, Bangalore (Bentec) (¥ 554.69 per meter)
was L1, As per dedision (15 December 2010) of BoD, on negotiation
ail bidders agreed to match with the rate of L1 except L4 and LS.
KSEBL did not, hawév-er, place PO on Bentec because of being a new
supplier to KSEBL. BoD, thereafter, decided (February 2011) to cancel
and retender the work after revising pre-qualification criteria to
ensure good quality meters and to bring down the rates by ensuring
competition.

Retender was invited (May 9011) for 12 lakh SP meters along with
the requirements of Annual Plan 2011-12. Out of 13 bidders, 12
bidders, including Bentec, were disqualified at pre-qualification stage
| itself on the grounds of non-submission of previous experience
certificate and low production capacity as per revised qualification

cannot commit KSEB to such a risk. All the three meters may be got

tested at CPRI at our expenditure.

2) (i) To issue Purchasé;jOrder to M/s.ICSA for 3 lakh aumbers of Single phase
meters at a fixed rate of Rs.665.26/meter at their offered negotiated rate.
The financial commitment is Rs.19,95,78,000/-.

and

(ii) To issue Purchase Order to M/s.L&T, Chennai for 3 lakh numbers of
Single phase meters at a fixed rate of Rs.665.26/meter at their offered
negotiated rate. The financial commitment is Rs.19,95,78,000/-

The FTM decision was placed in the Purchase Committee meeting dated
17.2.2011. The Purchase Committee decided to place the matter before the
Full Board for further guidance. Accordingly, the matter was placed before full
Board.

The Full Board meeting held on 24.02.2011 decided the following:

«In this tender only two firms have fulfilled all the tender conditions. In
order to have better competition and based on the observation of the Full
Time Members it was decided to retender the work. It was also decided to
incorporate appropriaté provisions in the tender document for the following:-

: An additional provision to be incorporated in the tender document Lo €nsurc
good quality meters.

ii. Prequalification conditions need to be reviewed to ensure competition, and
to bring down the rates. iii. L1 will be given orders tO supply upto 70% of

the required quantity subject to their capacity and balance by L2 at L1
rate.”

The rate quoted by M/s. Bentec cannot be considered as the approved rate for
the supply of Single Phase meters to the Board in the tender since the bidder
was qualified for a trial order only, Board decided to re tender the item to
ensure supply of quality meters, better competition and lower rates for supply
of meters to KSE Board. Board suspected quality of meters at L1, L2 and L3
bidders and decided that KSEB cannot be committed to such risk. The Board

as per clause B1.018, Part-1 of the tender decided against qualification of

35




As per the ter
price was to be refixed as a result o
for PP 2010-11. But due to cancellati
claim price refixation benefit of 7.4
6.75 lakh meters from L&T despite there b
extending undue benefit to L & T.

procurement of eight

criteria. Rate quoted (September 20
bidder, L&T, was T 665.32 pexr meter. PO was placed in January 2012
for eight lakh 5P meters and the
February 2012 and June 2012.

Audit observed that:

ms and conditions of the PO placed on L&T in 2009-10,
f fall in price in the tender floated
on of the tender, KSEBL could not
7 crore in respect of four POs for
eing a fall in price, thus,

KSEBL after a gap of seven months from
cancelled original tender floated i
meters and to bring down the rate
incorporation of revi
documents. A comparison of the ori
revealed that there was no signi
qualification criteria with respect to qua
eliminated competition as shown in Table below:

Table 2.25: Details of revision in pre-

SP meters were

11) by the only pre-qualified

supplied between

KSEBL had also to incur extra expenditure of ¥ 8.85 crore on
lakh SP meters as a result of retender.

the date of opening of PQ bid

n 2010-11 to ensure good quality

ginal and revised

tender documents

s by ensuring competition through

sed pre-qualification criteria in the tender

tender documents

ficant change in the revised pre-
lity parameters and this also

qualification conditions in

Sl. No. Original pre- Revised pre- Remarks
qualification qualification
conditions conditions
1 The bidder|The bidder|No change
should have a|should have ajexcept that
minimum | minimum turnover was
annual turnoverjannual turngver linked as 50 per
of 25 crore cent of PAC.

equivalent te 50

bidders by the PQ committee canceled the bid.

Hence it is not proper to arrive at the conclusion that Board should have
placed Purchase order at the L1 rate in order to refix the rate of meters to be
supplied by M/s. L & T. As the L1 rate was not accepted by the Board and
meters supplied at this rate has not been accepted by the Board the L1 rate is
not an approved rate. No undue benefit was extended to M/s. L& T.

It may also be noted that the rate at which M/s. L & T was supplying the
meters was the rate quoted by L1 bidder M/s UEI in the previous tender TCM
10/2009-10.

Quality and accurate meters are very much essential for the utility to have a
stable revenue status and collect the right and eligible cost of energy supplied.
Board had decided to retender the item in order to ensure supply of quality
meters, better competition and lower rates for supply of meters to KSE Board.
Board had earlier observed that the meters of L1, L2 and L3 bidders in the
tender (who were qualified by PQ committee for trial orders omly)} are
suspected of quality and KSES cannot be committed to such risk. Hence the
price quoted by Ll in the earlier tender cannot be taken and the extra
expenditure of 8.85 crore is a fictitious amount. It may also please be noted
that even though 13 firms participated in the next tender including M/s
Bentec, only one firm was pre-qualified after a rigorous screening process
including testing of meters at M/s CPRI. On the other hand, Board had taken
sufficient precaution to safeguard its interests.

Otner conditions as below were also incorporated while
conditions.

revising the

Performance certificate issued by other Power Utility relating to earlier
contracts.

The firm should have supplied single phase static meter with LCD to
any power utility in India minimum 25%, of the tendered quantity per
year in all the last three financial years from the date of tender.

Since the quality of meters have direct impact on the revenue of Board, a
technical committee consisting of experts was constituted for the purpose.
Also, to ensure that the meters purchased are of superior quality, the following

*
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. amount
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amount '
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|
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! ; quantty of
‘ production
i during the last 3
.‘ _{years duly
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{ Q Excise
? ' authority.
3 ‘Bidder should|Bidder should|Eliminated ‘two
‘ furnish furnish bidders (Bentec
’ : performance performance and Linkwell).
| certificate from

i certificate

power utility

|

Retender was invited for 12 lakh SP meters with a PAC of 780 crore
instead of seven lakh SP meters (PAC of 40 crore) required as per the
original tender. The revised tender conditions eliminated all three L1
bidders of the first tender from pre-qualifying. The Conventional
Fastners, Haridwar did not meet minimum annual turnover of ¥ 40

steps were taken.

1. The meters are procured only from genuine manufacturers of the item
having ISI certification/ ISO Registration for the supply of static meters,
through two part tender.

2. Addl. clauses were incorporated in the pre-qualification conditions to
ensure purchase of good quality meters from reputed firms.

3. The firms should furnish copy of type test certificate of the meter as per
relevant IS issued from CPRI or any other laboratory approved by Gol so
as to pre-qualify them.

4. Further, before pre-qualifying the firms, the sample meters submitted by the
participated firms are tested in Board’s TMR divisions by the technical
experts of the Board/CPRI Bangalore to verify the conformity with the
technical specification and assuring quality.

5. The meters should also comply with CMMI level 3 certification.

6. The overall performance of the firms relating to the previous purchase
orders such as percentage of faulty meters, service support of the firm etc
are also collected from the field for evaluation.

7. Before issuing dispatch instruction to the firm, the test witnessing of the
meters are done by the expert engineers of the Board at the company’s
factory to ensure quality.

8. On receiving the meters at KSEB's TMRs, the meters are again sample tested
and meters qualified in the sample testing alone are released to the
consumer’s premises.

In the next tender invited after revising the pre-qualification conditions, 5
firms were disqualified since the sample meters supplied by them failed in the
testing, 2 firms were disqualified since they did not furnish the required
experience of previous supply and performance certificate from power utilities,
five firms were disqualified considering its unsatisfactory overall performance
with KSEB in the previous purchase order of the same item, non production of
certificate regarding actual quantity of production during the last 3 years duly

crore and hence, did oot participate in the second tender. Other two

certified by Excise authority, non production of certificate regarding previous
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years production capacity duly certified by Excise authority. Thus it can be seen
that the firms were not qualified based on various other factors and not merely
based on turnover as pointed out by Audit. Further factory inspection of the
qualified bidder was also conducted by the technical committee of the Board.
Utmost care is taken to avoid instances of delay in finalization of purchases
resulting in lapse of offer and to issue the purchase order with in the validity
period. However, in some cases tme extension is required for finalizing the
tender, since clarifications are required.

Tender could be invited only based on the field requirement and stock.
Inviting tender simultaneously by the three Chief Engineers may not be
possible at all times. It may please be noted that the vendors procure raw

. L materials in batches and the price of the same may vary from time to time
round that . ; : - ! '
B at L&T was the lone successful bidder. Thus, rejection of according to market fluctuations, inflaton and other taxes. When a tender 15

other bids for not meeting .the revised turnover crteria was DOT}y,vited by one distribution Chief Engineer, the rate quoted by the lowest
LSS the balance quanciy, A2 tender was invited in November tendeter is compared with the rate in other re ions also
5012 and the PO was placed (April 2013) with L&T and the material enderer 15 cOMP g )
was supplied between June 2013 and November 2013.

Thus, due to non-issue of PO for the full tendered quantity, 4 lakh SP
meters, required for new connections and replacement of defective
meters during 2011-12 could be procured after two years only during

June 2013 and November 2013.

GoK replied (January 2016) that only two firms had fulfilled all the
tender conditions and the sample meters of three L1 bidders were of
suspect quality. Therefore, in order to have better competition and
lower rate, BoD had decided (Eebruary 201 1) to re-tender the work.

bidders (Bentec and Linkwell), though participated, were disqualified
on the grounds of non-submission of performance certificate from
power utility and the non-submission of production certificate for three
years instead of one year. '

One of the reasons to cancel the first render was to get competitive
rate, but, KSEBL did not revise pre-qualification criteria to ensure that
sufficient bidders will meet pre-qualification criteria. Incorporation of
pre-qualification criteria, after having known the strength and
weakness of competitors in earlier tender, was tailored to favour L&T.

Although PAC of the retender was worked out reckoning 12 lakh 5P
meters, PO was placed to L&T for eight lakh SP meters only on the

The reply was not acceptable as
committee. The decision to sen

411 bidders were prequalified by PQ

d the sample meters of three L1

bidders was taken on 24 January

2011 after refusal of L&T in

December 2010 to match its rate with the rate of L1. Besides, the
decision to modify the prequalification conditions effectively ruled
out competition as revised conditions eliminated participation by L1
bidders of the first tender. '

A preliminary investigation by State Vigilance D’gpartment (SVD) had

#,

proposed a vigilance enquiry by a Special Investlgation Team since
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they suspected that unique specification of meter and iough tender i
conditions were intended to qualify L&T alone ar pre-qualification ’f'
stage. The proposal of SVD was, however, rejected by GoK based on i
the recommendation of Deputy Director of Prasecution.

* Due to delay in finalization of tenders by CE, SCM for
centralised procurement and CE, Distribntion of three Regions
for de-centralised procurement, the field offices had done local
purchases of these material at higher price. On selected four
circles, in procurement of five items thera was extra cost of ¥
5.37 lakh in local purchases during the period from 2011-12 to
2014-15 as compared to the rates of cenmalized and de-
centralised procurement.

¢ The PPs of three CE- Regional Offices were compiled by CE,
SCM and got it approved by BoD on the same date. However,
various items of three Regions were procured by respective
regions at different times through different tender notices even
though material were with similar specifications. Thus, if a
tender for an item is invited in one regien, the prices quoted
will be known to all participants. When other regions invite
tenders later, for the same item, as the pattcipants are same,
they may form a cartel and m1ght quote higher rates. In the o
absence of uniform time frame in tendering and purchasing| =~ = == =~ rmeeeee e
material, tenders were invited by the three CEs at different '
periods and purchases were made at different rates. In some
cases, same supplier supplied material at different rates,
Considering the lowest cost of a region in annual purchases of
two itemns, the extra cost incurred by KSEBL worked out to ¥
1.21 crore.

GoK replied (January 2016) that tender could be invited only based
on the field requirement. Inviting tender simultaneously by the thrée| = = o™ o emseie ew e e
Chief Engineers may not be possible at all times.

The reply was not acceptable as the tender should have been invited
by one regional office for supply of material to the three regions as




per their requirements (month, place and quantity) to be specified in
the tender. R

—

Extra expenditure due to procurement of additional quantity from
existing suppliers

2.2.16 Due to delay in approval of Annual Plans, PP and finalisation
of tenders, KSEBL often resorts to procurement by way of additional
quantity from existing suppliers. SPM (Rule 9.55) also prescribes a
plus or minus tolerance clause to be incorporated in the tender
documents, reserving purchaser’s right to increase or decrease the
quantity of the required stores up to a limit without any change in the
terms and conditions and prices quoted by the tenderers. The
tolerance clause is intended to take care of any change in the
requirement between. issue of tenders and placement of POs.
Generally, the tolerance limit should not be more than 15 per cent.
Conditions of PO stipulated that the price for the additional quantity
under tolerance clause shall be re-fixed if a fall in price occurs in the
next tender opened (price bid) during the delivery schedule fixed for
the additional order. -

Audit scrutiny of 20 POs (out of 152 POs test checked) issued for
additional quantity during 2010-11 to 2014-15 revealed deficient
terms of procurement of additional quantity, extra expenditure in
three POs and non-refixation of price as discussed below:

e In all 20 POs issued up to 2010-11, KSEBL specified supply of
25 per cent additional quantity by successful bidders at the
same rate, terms and conditions. Since 2011-12, in all POs,
supply of additional material (25 per cent) was, however,
made applicable only when the supplier was willing to supply
at the same rate, terms and conditions. KSEBL changed the
additional quantity policy as optional in January 2011, as
KSEBL found it difficult to claim reduced rate when there was
delay in tendering. Thus, making supply of additional quantity
optional was not in the best interest of KSEBL as in case of

Extra expenditure due to procureinent of additional quantity from
existing suppliers

5.9.16 Even though the supply of addl. quantity of 15 percent is mandatory in
Stores Purchase Manual, the refixation clause is not mentioned in SPM. At the
time of placing purchase order, it cannot be forecaster whether there shall be
increase or decrease in price in future tenders.

Many suppliers represented that this is one sided clause pointing out the
following.

1. When tlfere is an increase in market price, the supplier has to bear the
additional burden.

2. When there is a decrease in market price, the price will be refixed and
again the supplier has no advantage.

3. The price is refixed even if the lowest quoted tenderer was not supplying
the item.

On reviewing the issue, Board found that

Because of the one sided clause for 25% additional quantity, there is
every chance that the tenderers quoting higher amount for the entire
quantity (100%+ 25%) expecting increase in market price.

(1

2)  If the materials are not required, Board will not place additional order,
there by the supplier is benefited with higher price for the 100%
quantity supplied.

Market price can vary considering various factors. Recently, the doliar
exchange rate was considerably increased and market price of almost all

materials purchased by KSEB has gone up. In such situation, the suppliers are
rejuctant to supply items, which will lead to many legal issues.

Board has decided to amend the 250 excess quantity supply clause
considering the following.
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increase in price, the supplier would refuse supply and
hence, the very purpose of the clause, 1 procure the material
in exigency period, was defeated.

e In three cases, the suppliers had refused to supply additional
marerial and consequently KSEBL had to procure the material
at higher rate through new tender leading to0 delay in supply
of material. Extra cost incurred by KSEBL in three cases was 4
19.55 lakh and the delay in procurement ranged between 9
and 14 months.

+  GoK replied (January 2016) that KSEBL had decided to amend
the 25 per cent excess quantity supply as optional so that the
supplier could quote reasonable rates in the tender. The
bidders may quote higher rate for the full 125 per cent quantity
expecting an increase in market rate for the 25 per cent
quantity, which would be issued on a later date.

The reply was not acceptable as supply of additional quantity was
made optional by KSEBL in violation of provisions of SPM, according
to which supply of additional quantity of 15 per cent was mandatory.

. In order ro meet part of the requirements (2640 DTs) of 100
¥VA DTs for the year 2013-14, KSEBL placed (July 2013) three
POs for additional quantity of 2050 DTs with existing three
suppliers. The price of additional quantity was to be refixed
based on rate obtained in new tender. KSEBL, instead of
inviting new tender for the balance 590 DTs required to meet
the requirements of 2013-14, placed (February 2014)
additional three POs for extra quantity of 1100 DTs with the
existing suppliers.

KSEBL invited (April 2014) new tender for 2000 DTs required during
2014-15. Rate obtained (May 2014) in new tender was lower than the
rate of POs issued for additional quantity. Since there was delay of
nine months in issue of new tender from the date of issue (July 2013)
of first PO for additional quantity (2050 DTs), KSEBL could not claim
price refixation for the entire quantity. In respect of second PO for

1. The quantity to be supplied is known to the supplier, so that they ¢
quote reasonabie rates.

5 KSEB is not always purchasing 259, additional quantity, the 25%
quantity is purchased only when there is a field requirement.

3. Unnecessary legal issues are avoided.

4. When the increase in market rate of the item is not much, the suppliers will
supply the item, if required by KSEB.

The Purchase Order will be issued only when the item is urgently required by
KSEB. The suppliers may be quoting at a higher rate for the full 125%
quantity expecting arn increase in market rate for the 25% quantity, which witl
be issued on a later date. If the items were not required by KSEB, there is
possibility of undue benefit to the supplier.

From the above it is very clear that the amendment to the clause is
advantageous to KSEBL.

e KSEBL decided to invite fresh tenders for supply of Distribution
Transformers for firancial year 2014-15 on 16.1.2014.

The vendor registration for procurement of Distribution Transformers was
finalized on 20.2.2014 and to minimize the delay it was decided to invite e-
tenders from the registered vendors as single part bid.

During that time all procurement with PAC above Rs. 25 lakh was decided to
be done by way of e-tendering only.

The limited e-tender document incorporating revised technical specification
was finalized as on 15.3.2014. However code of conduct due to Lok Sabha
election was in force then and the Chief Electoral Officer vide letter No. 1300
(662/ EL4/2014/ Election — MCC dated Tvpm, 28.3.2014, informed that all
tender may be deferred till the poll is over. Hence the tender could be floated
during 4/2014 only. For the additional quantity 1100 nos 100 kVA
Distribution Transformers purchased to meet the urgent requirement vide
Purchase Orders issued during 2/2014, price refixation has been applied for a
quantity of 77 numbers (KEL — 677 Nos, Transcon - 65 nos, Unipower — 35
Nos) supplied after 31.5.2014 and for the 323 numbers (Transcon- 153 Nos ,
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extra quantity (1100 DTs) also, price could be refixed only on 777 | Unipower — 170 Nos) Sssupplied before 31.5.2014, price refixation has not |
DTs supplied after opening of price bids of new tender (May 2014). | been applied. *
Thus, due to delay in inviting new tender, KSEBL could not claim :
price refixation benefit of Z 2.40 crore on 2373 DTs supplied between
August 2013 and May 2014

As per Purchase Plah 2013-14, 2640 numbers 100 kVA Distribution
Transformers were to be purchased. The pipeline quantity available was 165
Nos and the stock as on 27.4.2013 was 144 Nos. i.e., total availability as on
GoK replied (January 2016) that inviting fresh tenders would delay | that date was 309 Nos. 25% additonal quantity available for procurement
and badly affect the works. Further, at the time of placing PO, | was 2050 nos. Inviting fresh tenders and issuing Purchase Order would take

increase or decrease of price in future tenders could not be about 5 months and delivery would start only after 7 months. This would

forecasted. ‘ badly affect works as pet Anpual Plan. Hence the Board decided to procure the
The reply was not acceptable, as i Hvitation of tenders was for meeting additional quantity of 2050 nos 100 KVA Transformers for meeting the urgent
’ requirement. '

annual requirement of material for which Annual Plan and PP were
already approved. Therefore, timely action to invite fresh tender for The price can be refixed in number of ways as indicated below:-
the balance quantity would not only lead to transparency but would
also benefit KSEBL for re-fixation of price of additional quantity
supplied by the existing supplier in case of reduction in price.

1. The preyious purchase orders can be refixed with the basic prices of the
new purchase orders/ tender. In this case the all inclusive rate can be
different.

e As per the amended (January 2011) price re-fixation clause,
price re-fixation would depend on ‘basic price’ of material
instead of ‘All Inclusive Price’ (AIP). Due to this revision, in
two cases of additional procurement of weather proof wire,

KSEBL could not invoke price re-fixation benefit of 7 5.65 lakh | 3 The previous purchase orders basic price can be refixed with the all
though the AIP was lower in the second tender. This was inclusive rate of the new tender. In this case freight & Insurance can be

because the bidders had quoted higher basic price while different or higher. A new fictitious basic price can be arrived by back working
keeping the AIP lower with reduction in transportation and | % new all inclusive rate figures.

insurance charges. Also the refixation of freight charges on lower charges of local firms will
become additional penalty and punishment to the original supplier. Hence by
accepting Board's order to supply additional quantity, a firm is susceptible to
penalization and punishment by price refixation on an unknown price on an
unknown date (which is unknown at the time of contract)

2. 'The previous purchase orders freight & Insurance can be refixed to the
original or new rate whichever is lower. In this case a firm situated at far
off place may be forced to accept to a lower rate quoted by the local firm.

GoK replied (January 2016) that as per IEEMA price variation clause,
the quoted basic price is to be considered for price variation.

Therefore, KSEBL adopted basic price for refixation of rate. ) )
Whenever a basic price changes, a revised claim has to be lodged for the taxes

and duties. Changes of prices after months of supply will make the process
more complicated.

The reply was not acceptable as price variation was applicable to
suppliers for variaton in market rate of aluminium, copper and steel
components. In tendering process, 1.1 bidders were selected based cn ‘ ) o . X
the AIP and PO for additional quantity was also issued at the lowest The IEEMA prices circulars are clear indication of market price of an electrical

AIP. Besides, in the two instant cases, the existing supplier quoted commodity and well accepted among power utilities all over India for price
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lower AIP by reducing the freight and insurance charges in the fresh
tender but the basic price was kept higher or unchanged to escape
from the price re-fixaton clause.

¢ In one PO for additional quantity of 25 per cent issued
(October 2013) to Traco Cable Company Limited, price was to
be re-fived for material delivered after October 2013 based on
rate obwained in new tende:. However, the lower rate of new
tender (November 2013) was not coasidered while making
pavment o the supplier for the supply made after October
2013. Excess payment made to the suppliers in violation of the
terms and conditions of the PO, worked out t0 T19.20 lakh.

GoK replied (January 2016) that additional quantity was procured
urgently for RGGVY work. This was to avoid delay in calling fresh
tender and hence, KSEBL approached theexisting supplier for
additional supply at same rate and conditions.

The reply was not acceptable as non-claiming price re-fixation benefit
was in violarion of the terms and conditions of PO issued.

e 1In respect of two POs issued (March and May 2010) for
addigional quantity (70 km) of ACSR Kundah from Sterlite
Technatosies Limited and Traco Cable Company Limited the
sddidonal quantity of 25 per cent was not sourced from the
existing suppliers, when there was further requirement for
ACSR. Kuadah. KSEBL had, instead, gone for fresh tender in
May 2010°and had to incur additional cost of ¥ 2.66 lakh on
pmdmé of 18 km (25 per cent of 70 km) of ACSR Kundah.

GoK replied (January 2016) that PO for 25 per cent additional
quantity could not be placed zs the existing supplier had not
completed the sapply of tendered quantity. Hence, fresh tender was
invited.

The reply was not acceptable as the additional quantity at lower rate
was ignored from the existing supplier even after the supply of
tendered quanity. "

variation calculation. The price variation (for variable price contracts) ¥
allowable on basic rates only as per IEEMA formula. The price variation
calculation becomes meaningless with fictitious refixed basic prices. Because
the quoted basic rate of an offer is related to the base rates declared by IEEMA
for that month on the date of tendering, if the base rate is refixed with a
fictitious calculation the IEEMA price variation, becomes invalid and cannot be
applied.

It is also noted that these type of refixation do not exist in the conditions of
contract prevailing in other utilities. Hence Board has reviewed the existing
clause and after considering all the factors decided that refixation shall be
done only on the basic price. ‘

+ As per Tender No. SCM 09/2012-13 dated 03.09.2012, Purchase
orders were placed with M/s.Traco and 8 SSI units within the state for
the supply of Rabbit, Raccoon, Weasel and Squitrel conductors. During
472013, the Kerala State Cable and Conductors Manufacture
Association represented to the Board for extending the delivery
schedule of ACSR conductors for two months from October 2013 to
December 2013 since an amount of Rs.26 Crore was outstanding from
KSEB against their supply. The firms, being SSI Units, were not in a
position to supply the item unless the amounts are paid urgently. The
Purchase Committee meeting held on 6.5.2013 discussed the matter in
detail and considering the fact that the request of the firms are genuine
as large amounts are pending (0 be paid to the SSI Units due to the
financial crisis of the Board. Moreover gS] units are eligible for
payments within 45 days beyond which interest is payable to the firm.
In the circumstances, the Purchase Committee decided to extend the
delivery schedule for two months against Tender No. SCM 09/2012-13
with provision for early supply. Accordingly the Purchase Order is
amended extending the scheduled delivery by two months. Hence
price re-fixation was not done in this case.

As per Purchase Plan 2012-13, two part tender was invited vide Tender No.
SCM 09/2012-13 on variable price basis and Purchase Orders were placed
with M/s.Traco Cable Company Ltd and SSI units within the state for the
supply of Raccoon, Rabbit, Weasel and Squirrel conductors. During 7/2013,
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The then Chief Engineer (CP) has requested for the procurement of 684km |
Rabbit conductors and_; 989.5km Weasel Conductors for RGGVY works in
Malappuram District. The materials were urgendy required for the time bound
RGGVY works funded by REC. RGGVY works at Malappuram district were
delayed as the turnkey contractor failed 10 perform as per contract terms and
the work was taken overby the Board. Ministry of Power, Govt of India had
taken serious note on the delay of execution of RGGVY works and had clearly’
stipulated that under no circumstances the work could be extended beyond

March 2014. Under these circumstances, calling fresh tender for ACSR]|
conductors would have delayed the work.

1/s. Traco Cables, during 12/2012, conveyed their readiness for supplying
full quantity of ACSR conductors for RGGVY scheme, as they have the full
capacity for the production of all the requirement of conductors in time. The
Board considered the fact that M/s. Traco Cable Company Ltd being a state
PSU, Having sufficient capacity, it would be feasible to purchase materials
from them against the same tender to meet the urgent requirements for
RGGVY works. The Full Board, vide order dated 19.10.13, decided to procure
684km Rabbit conductors and 989.5km Weasel Conductors from M/s.Traco
Cabies on variable price basis considering that the total quantity proposed to
be procured is within the 25% of the total original tendered quantity, even
though the original tendered quantity was split among various suppliers.
Hence Purchase was arranged with M/s.Traco Cables issuing a new order at
the same rate and conditions of the existing tender.

The details of procurement of ACSR Kundah conductor is furnished below:-

As per Purchase plan 2010-12, the requirement of ACSR Kundah conductor
was 202.83km. Tender was invited on 13.5.2010 for 200km. The Purchase
Committee meeting held on 12.10.2010 decided to place purchase order for
100km considering the following:-

Stock as on 31.8.2010 - 105.35 km

Requirement for Pallikara line work- 80 kmActual stock -
105.35 - 80 = 25.35 km

Requirement as per PP - 202.83 km
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Recommendation No. 5: KSEBL should claim benefit of price re-
fixation in all cases of procurement of additional quantity from
existing suppliers.

P

Considering provision for procuring 25% addl. quantity that can be plac '
total quantity required = 202.83-{17.5+25.35} = 159.98 km

Based on Purchase Committee decision held on 12.10.10, purchase order was
placed for 100km ACSR Kundah. Since it was reported that sufficient
materials are available 25% addl. quantity order was not placed.

As per PP 2012-13, the requirement of ACSR Kundah conductor was 23.68km
Stock as on 1.10.12 - 65.8km

Since sufficient materials are available in stock, ACSR Kundah was not
procured.

Stock as on 24.7.13 = nil

As per requirement furnished from field, tender was invited for 36km of ACSR
conductor on 5.8.13 and purchase order was placed on 11.12.13.

As per PP 2014-15, the requirement was 100km. Stock as on 31.7.2014 was
3.929km. Considering the balance requirement for 2013-14 (37.25km), the
total requirement is 133.321km. So tender was invited for 100km after taking
into account 25% addl.quantity that can be procured. Purchase order was
placed for 100km on 16.2.2015.

As per Recommendation No.5, KSEBL should claim benefit of price re-
fixation in all cases of procurement of addl. quantity from the existing
suppliers.

In cases where price re-fixation is applicable, the same has been claimed by
KSEBL. '

Non-reconciliation of payment against Pos

2.2.17 In respect of 152 POs test checked in Audit, delivery of
material was made ar more than one consignee unit, ranging up to 40
consignees . The bills of the suppliers were verified and checked by
concerned circle office with reference to the ‘Goods Received Note

Non-reconciliation of payment against Pos

2.2.17 Action is being taken to include a provision in the SCM software so
that the supply and payment details with respect to each purchase order is
readily available.

The reply received from Kottayam Circle regarding the penal charges for
belated payment is attached as Annexure.

from the Stores and the terms and conditions of PO received from the
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Purchase Departments (PD).The payments were made at respective
circle office of the stores or at PD which would be mentioned in the
PO.

Out of 23 circle offices, six circle offices were selected to scrutinise the
payments for the material supplied and it was observed in one case
(Kottayam) that there was short levy of £0.65 lakh as penal charges
for belated supplies due to non-consideration of revised basic price of
material. '

There was, however, no system to monitor the consolidated payment
made against a single PO and material supplied against it at any level
in Corporate Office. Reconciliation of payments and delivery against a
PO was not done and thereby the overall performance of the suppliers
' with reference to its supplies and consolidated payments made could
not be ensured in audit. Besides, due to lack of information from the
consignees about actual quantity of material supplied, rejected
material, material failed during the guarantee period, etc., no timely
action was taken by CE, SCM. against the defaulted supplier as
discussed in Paragraph 2.2.18. '

Lapses in monitoring of Bank Guarantees
2.2.18

In order to ensure due performance of contract, KSEBL obtains
Security Deposit (SD) from the supplier in the form of Bank
Guarantee (BG). BG is to be retained till the date of completion of all
contractual obligations. As on 31 March 2015, CE, SCM held 690 BGs
valuing ¥ 177.80 crore. Audit examined 170 BGs and noticed the
following lapses: )

Despite Rule 8.31 of SPM warranting verification of authenticity of BG
submitted by the suppliers, KSEBL had not ascertained the
authenticity of BGs at any time during validity period.

GoK replied (January 2016) that at the instance of audit, the
genuineness of BGs submitted by the firms are now being verified.

|+ As per the Rule 8.32 of SPM, monitoring of BG should include

2,2.18

Lapses in monitoring of Bank Guarantees

= Now the authenticity of the Bank Guarantees submitted by the
suppliers are verified by KSEBL. Store Purchase Manual stipulates
monthly review of all Bank Guarantees expiring after 3 months and not
renewing of Bank Guarantees three months in advance as pointed out by

Audit.

e M/s Indian Transformer Company Ltd, Mumbai completed the supply
including replacement of rejected materials with short supply of 1 No.
110kV CT 600-300-150-75/1A(4C) and excess supply of 2 nos. 110kV
CT 400-200-100/1A(4C)

Qut of total,

30 Nos. was rejected by the consignee and the same was

intimated to the firm in time. Based on the above, the firm had replaced 30
nos. and 1 No. CT was short supplied (Cost — Rs 1,17,975.68/-)

Security Bank guarantee for the above purchase order is 19.4 lakh valid up to

46



moridy review of all BGs expiring after three months atong
with a review of the progress of the corresponding CORtTACTS.
Extension of BGs, where warranted, shomld be obtained within
their vakdiay period. But KSEBL initiated action to review BGs
calv cas meonth in advance of expiry of validiry. As a result, in
<ewen cases, renewed BGs were received by KSEBL after the
validity period of existing BGs. Further, KSEBL had not
encashed five BGs, even though there was failure of suppliers
o) material rejected or failed during the warranty
period as shown in Table 2.26:

Table 2.26: Details of BGs not invoked

31.7.2010. Further extension was requested but not renewed. So claim le ¥
was send.

As per the intimation from this office the retention amount of Rs 31.91 lakh
was withheld against the payment. But the proportionate amount of liability
for the short supply of one no. CT (10kV CT 600-300-150-75/1 A (4 C) isRs
6783.57/-(proportionate amount of 5% security deposit)

It was also decided to account Rs 6783.57/- for the short supply as the liability
and the Purchase Committee held on 17.10.14 decided to account the excess
supply of 2 Nos. 110kV CT 400-200-100-50/1A(4C) as addl. quantity against
the original purchase order. It was also decided to deduct the cost of these 2
nos. current transformers from the overall liabilities of the firm after watching
the performance of these 2 nos. current transformers for 12 months.

The validity of security deposit bank guarantee for the purchase order dated
24.8.2007 expired on 24.8.2009 and later renewed up to 31.7.2010. Though
request for renewal was send on 9.7.2010 and claim letter send on 29.7.2010,
there was no response from the firm or bank. Letter to higher authorities of
Bank were send on 3.10.2011 and 18.10.2011 and for that also no reply
received till date. The consignee vide letter dated 17.6.2013 has
informed that Rs 31.91 lakh retention amount vide the above purchase
order is still pending against the payment to the firm.

Security BG for the purchase order No. TCM/SS/136/03-04 dated 21.2.2004
was Rs 18.7 lakh valid upto Rs 30.4.2011. Further extension was requested
but not renewed. The supply was completed by the firm on 18.10.2010 and
there is no liability pending against the firm with respect to the above P.O.

Thus it can be seen that the firm has completed the supply of rejected
materials and enough effort was taken for renewing/claim the security deposit
BG and an amount of Rs 31.91 lakh is in the account of KSEBL.

The purchase orders were placed with M/s Indian Transformer Company
Ltd, Mumbai for the procurement of 11KV CTPT units vide P.O dated
17.1.2004, 22.11.2005 and 12.11.2007 for quantity of 136 Nos, 500 Nos.
and 125 Nos respectively. Out of the total 761 Nos. CTPT unit, 153 Nos
failed within the guarantee period and the same was intimated to the
firm. Based on the above, security deposit Bank guarantees amounting to |
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Item Name of | Quantity |Loss to be| Value of | Remarks
Supplier (Nos.) recovered] BGs not
failed from encashed
within | supplier (Fin
guarante (Z in crore)
e period crore)
and
period
since
faulty
761 CT PT| Indian 0.26 0.38 |Validity of
units  ofl Transform 153 two BGs
11kV and er (Since expired 1n
110V, Company |  5408g) July 2010
three Limited, and April
phase, Mumbai 2011.
three wire| (ITC)
for Border
metering
Three lakh SP meters 17756 1.16 2.94 BGs havd
procured in 2010-11 |(2013- validity ug
2015) to
Decembex
2015 and
May 2016.
i
ICSA 14000 0.19 To be
(Since ?ecovered
TOMm
2013) above said
BGs
‘ &7 Total 1.61

Rs 9,81,690/- was encashed and as per the direction of this office
10%payment amounting to Rs 8,33,550/- is being withheld by the
consignees. Based on’ the audit enquiry payment towards M/s Indian
Transformer Company Ltd, amounting to Rs 31.91 1akh towards another
purchase (Transmission material -110kV CT) is withheld.

Hence it may be noted that the liability towards the procurement of 11kV
CTPT from M/s Indian Transformer Company Ltd, Mumbai can be recovered
from the pending payment against TCM/55/ 136/03-04 dated 21.2.2004.

The total liability against the firm (M/s ICSA) can be fixed only after the
expiry of the guarantee period. '

48




GoX reofie? {Bzmwsery 2016) that KSEBL had sent request for renewal
of BG w3 ITC on © July 2010 and for invocation of BG held against
ITC o s Sais op 29 July 2010, but there was no response from ITC
and the hami. '

Reply was aot am-g:able as CE, SCM had ininiared acnion (0 renew O
invoke the BG three weeks in advance instead of three months as per
SPM.

In respecy of BG held against ICSA, GoK replied that action was being
initiazed By ¥STBL to collect the non-liability certificate from the
consien=a sres so as to invoke the security deposit clause. However,
fact remaimed whar details about receipt, rejection and failure of
material during the guarantee period, etc.. was not available with the
CE, SCM, where BGs were maintained, so as to ininate timely action
against the sappler for breach of contract.

Recommendation No. 6: In order fo initinte timely action against
a supplier for breach of contract, CE, SCM should reconcile the
quantity as per MDCC issued with the actual quantity supplied,
rejected macerial, if any, along with timely updated details of
material that failed within the guarantee period.

As per Recommendation No.6, In order to initiate timely action against a
supplier for breach of contract, CE (SCM) should reconcile the quantity as per
MDCC issued with the actual quantity supplied, rejected material, if any, along
with timely updated details of material that failed within the guarantee

period.

In some cases, the supplier cannot supply the materials as per the delivery
schedule in the purchase order. In those cases, discussions are held with the
supplier and decisions are taken in such a way that no loss is sustained to
KSEBL. The complaints that are reported during the guarantee period are
attended by the suppliers.

ot
Get A an
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Utilization of material

System of receipts and issue of material in KSEBL

2.2.19 As per the system prevailing in KSEBL, material procured
through tender for Distribution and Transmission Wings are received
Transmission Stores Division and 11
on the Material Despatch cum
Clearance Certificate {MDCC) issued by CE, SCM. The MDCC contains
period for delivery of material at
stores. The receiving unit (Stores) prepares Goods Received Note
containing the details of material including the PO details. Thereafter,
the material were issued from the above stores to 745 Electrical

at 23 Electrical Circle Stores, one
Transmission Circle Stores based

the details of PO and scheduled

Section Offices or to 38 Transmission Divisions

Transmission Sub Divisions on the basis of requirement. Hence, the
the Electrical Section Stores,
Transmission Divisions and Sub Divisions and the material transferred
from other circles to any of the circle stores could not be linked to its
PO. Due to absence of relevant MI5, the material procured by CE,
by field offices could not be

material consumed at or lying at

S5CM and their timely utilisation
monitored at any point of time.

Examination of ten major items of material
to  2014-15, revealed non-utilization
accumulation of conductors, etc., as discussed below:

For improvement of voltage and transmission system, KSEBL proposed
during 2009-10 and 2010-12.
Procurement of power transformers required for construction of these
substations was included in the Annual Plan and PP of 2009-10 and

to construct two substations

2010-12 and procured.

On analysis of the utilisation of transformers (66.67 MVA and 12.5
MVA) as of August 2015, it was noticed that these substations were
more than four years due to

not commissioned even after lapse of
delay in completion of connected work as shown below:

Table: 2.27: Details of delay in non-commissioning of substation

procured during 2010-11
of transformers

2.2.19 System of receipt and issue of

Transmission items are piot off shelf irems. These

purchase orders placed anticipating
opposition from Public in laying

etc, the works are

ordinating with the transmission wing.

or to 158

since it has to be available at site.
readily available

transformers. The minimum expected life of
Therefore while maintaining purchase of such
given to proven records. Board is expecting Very
the power transformers.

and

warranty period does not arise.

Now, utmost care is taken in

has been explained in page

acquisition, and delay in getting Right of Way etc.

material in KSEBL

the requirement for timely supply. Due to
various reasons such as obtaining PTCC approval, clearance
UG cable, Road cutting approval, litigation
delayed and the materials procured remain idle. However
if there is any unutilized material, further procurement of the same is not
carried out. Now the tenders for each transmission.item is invited by co-

The transformers were purchased as per the Purchase Plan approved by the
Board. Normally the procurement Drocess of transformer
around 8 to 10 months. The manufacturing companies will start manufacturing
only after _getting specification and Purchase Order from the buyer. Hence the
power, transformers are procured in a lot according to our target fixed and
More over the power transformers are not
in the market as such. One of the pre-requisite for
commissioning of power transformers is drawal of electric lines which involves
different hurdles like solving litigation and civil suits which are beyond our
control. This is one of the major reasons for undue delay in commissioning of

Most of the firms attended the complaints even aftet]
expiry of the guarantee period free of cost or with a small service charge. They
have also replaced faulty accessories free of cost. Hence,

purchasing the costly items like power
transformers by coordinating with the transmission wing and periodical
review meetings are held to ascertain the progress of work.

The procurément of ACSR Kundah conductor during
No. 10. It may please be noted that all planned

works cannot be executed within the time frame due to

materials are tendered and

from Railways,

takes a long time

a transformer is 25 years.
items, greater importance is
long trouble free life span for

loss of benefit of the

the period from 2010-15

litigation, delay in land

[}
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Substati | Capacity { Purchase| No. ;i Month | Value Date of

on (MVA) plan of of (Rs. commencement 5
trans| supply | . of work
I in
form i (Reasons for
crore)
ers non-
commissioning)

Kattakad| 66.67 |2009-10f 3 June i 5.97 |01 January

anew ‘ 2011 2009(Line work
substatio delayed due to
n court cases)

Perinad 12.5 12010-12f 2 |{Decembl 1.22 |20 October

substatio er 2011 2009

n 4 (Line works
delayed due to
local
objections)

i
Due to delay in commissioning the substations, transformers procured
at Rs.7.19 crore remained idle for more than four years. It was
noticed that KSEBL had proceeded with procurement of transformers
even before right of way clearance for incoming high tension’line was
obtained.

GoK replied (January 2016} that drawal of electric lines, one
of the pre-requisites for commissioning power transformers, hit
different hurdles like solving litigation and civil suits which were
beyond their control. It was further stated that in future, costly

items like power ransformers would be purchased after ascertaining
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the progress of work from transmission wing.

The reply was not acceptable as idling of transformers was due to lack
of co-ordination between transmission wing and SCM wing in
implementation of projects and works. Procurement in cases where
projects were stalled due to litigation was avoidable through
postponement of procurement.

o On scrutiny of eight POs for purchase of conductors of
transmission wing, excess holding of material was observed in
one PO. KSEBL had a requirement of 80 km of ACSR Kundah
during 2010-12, but the PO was placed (November 201 0) for
100 km and the same was supplied (March 2011). On 1 October
2012, i.e. after eightecn months, when the stock position was
analysed, there were 65.8 km of ACSR Kundah valuing Rs.1.29
crore lying idle. There was further procurement of 36 km of the
same material (PO in December 2013 andsupply in May 2014)
for Rs.0.86 crore. ‘

Audit observed that as on 11 December 2014, stock position was
30.30 km of ACSR Kundah which revealed non-requirement of 36 km
of ACSR Kundah procured in May 2014.

GoK replied (January 2016) that PO was placed by KSEBL for 100 km
of ACSR Kundah based on decision of Purchase Cominittee, but the
line works could not be carried out due to litigation.

The reply was not acceptable as accumulation of stock was due to lack
of co-ordination between transmission wing and SCM wing in
implementation of projects and works. Procurement in cases where
projects were stalled due to litigation was avoidable through
postponement of procurement.
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