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INTRODUCTION

I, the Chairman, Committee on Public Undertakings (2016-2019)
having been authorised by the Committee to present t}le Report on their
pehalf, preselt this Ninrh Repon on Autokast Limited based on the Report
(commercial) of the Compnoller and Auditor General of India for the year
6nded 31 March ,2012 relating ro the Public Secror Undenakhgs oi the
State of Kerala.

The Report of the Comptroller and Auditor General of India for the
year ended on 31't March 2012, was laid on the Table of the House on
18.2.201.3. The consideration of the audit paragraphs included in this repon
bnd the exaniination of the departmental wimess in connection thereto was
made by the Comrnittee on Public Undenakings constituted for the years
20L4-r6.

This Report was considered and approved by the Comrmnee
(2016-19) at its meeting held on 04.11.2016.

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

The Committee wish to express their thanks to the officials of the
Industries Department of the Secretariat and the Autokast Limited for
placing before them the materials and information they wanted in connection
with the examination of the subject. They also wish to thank in panicular the
Secretaries to Govemment, Industries and Finance Deparmrents and the
officials of the Autokast Limited who appeared for eviience and assisted
the Committee by placing thea views befoie the Committee.

Thiruvananthapuram,
......Qh...rt. zots.

C.Divakaran
Chairman,

Committee on Public Undertakings.
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REPORT ON

AUTOKAST LIMITED

Audit Paragraph

Autokast Limited (Conpany) was incorporaled in 1984 with the

objective of promoting, undertaking, financing, executing and

developing ferrous and non ferrous castings to meet the requirements of

industrial units in the State of Kerala or elsewhere. The Company had

been continuously incurring operating losses during the five year period

ending 31 March 2011. The major reasons for continued losses, in

addition to frequent changes in the management, were insufficient value

addition, mismatch in capacity, low labour productivity, excessive

consumption of power and high mte of rejections as discussed below:

Tenure of Chicf Bxccutive

The tenure of service of the Chief Executive had to be long

enough to enable continuity in decision making. We noticed that the

Managing Director was changed four times with tenure ranging from

seven months to 17 months having adverse effect on the decision

making process. Meetings of the Board of DirectorvAudit Corunittee

were, however, conducted regularly.

Opcrational issues

The production process involves feeding of raw malgrial

consisting of Cold Rolled Continuously Annealed scrap, Pig kon, MS

Scrap etc, into the Induction Fumace for melting. Necessary additives

arc added for maintaining the properties of castings as required by the

individual customers. The molten metal is then poured into tlle moulds

and after cooling, the same is decored, fettled and machined to form tlle

finished product as per the requirement of the custome!

FCB |lf AD,?lJC]Drafi R@dAdi Peat29 3 lt24.9 ld.4 lolt21l0 2016



Expenditure incurred by the Company to goncrate one rupee salcs during the

review period was as detailed below:

As could be se€n, to generale one rupee of sale, the Company had to incur

an average total expenditure of < 1.22. Major elements of expenditure were raw

malerials consumed, manufacturing expenses and employee cosl In this regard, we

identified the following areas of operational inefficiency,

Mismatch in sapacity

We noticed that the maximum quantity melted and moulded in a month

durirg the year 2011- 12 was 403 MT whereas the maximum fettling' in a monrl

was only 325 MT including quantity out sourced indicating mismatch in capacity

at different sta9es (Annexure 271. This led to under utilisation of the meltine

capacity in addition to excess consumption of power.

While accepting the existence of mismatch in its melting and fettiing

capacities, tlle Company stated (August 2012) that additional fettling facilities have

been added and efforts were on to further minimise the mismatch in meltins and

fettling capacities.

* R€Dovd of protrxsions, rumds, .iers ctc. ftom the deoEo csunls.

(in t)
Particulars 2006-01 2007-08 200&09 2009-10 20l0,ll Averagc

Ra\v material consumed 0.46 0.46 0.48 0.27 0.41 0.41

Manufacturing expeDse 0.33 0.32 0.28 0.32 0.2'7 0.31

Employee cost 0.36 0.39 0.40 o.4l 0.35 0.38

Other expenses 0.06 0.20 o.20 0.06 0.06 0.12

Toral expenditurc 1.21 1.37 1.35 1.07 l.l0 1.22

[-oss 0.21 0.37 0.35 o.o7 0.10 0.22

rco llf /SD/PUcDnn R.?odAudir P!rd29. R rfr'24.9 t674.lr r6rz2.t 0 trl to 2016
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Labour productivity

The major element of cos! other than raw naterial, was employee cost,

which consdtuted nearly 35 tn 41 per cert of sales revenue. To minirnise the

einployee cost per MT, every effort should bs made to maximise labour

productivity. The actual productivity, however, varied from 0.45 MT to 0.62 MT

during the flve years ending 31 March 2011 as compared to the standad' labour

productivity of 1.2 MT per month, resulting in under utilisation of manpower

(Antexwe 28. T\e actual labour cost per MT amounled to I 23984 as against the

standard cost of { 10749.

The Compaay replied that low labour productivity was due to the high

employee tumover and shift in the product mix from high weight items to low

weight items.

Exoess consunption of power

The actual consumption of power varied from 2200 units to 2800 mits per

MT for the last flve years ending 31 March 2011 against the envisaged 1500 units

in the project rcport. The excess consumption of power resulted in increase in

ave.age cost of production for the last frve years by t 4108 per MT constituting

37.04 per cent of cost of povter (Annexure 29.

The Company stat€d that most of the machines in operation were 25 years

olcl which was the major r€$on for high poner consumption. The Company atso

state.d that they were vigilant in bringing down the power consumption and had

achieved 164? unit i'er MT of production during the month of June 2012.

r SolE : Detlil.d Pojcd Rrpdr
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High rate of fejection

The production process should be managed efficiently to ensure product

conformity with cuslomer requirement keeping the rejection level to the minimum,

While industial norm for in-house rejectio t was 4 per cent and,customer r6je.ction

I per cent, the actual in-house rejection ranged ftom 4.90 to 7.61 per cent and

customer rcjection from 1.68 to 3.16 ps ceatduring the last five years. The reasons

idontified by the Company for excessive rejections were poor quality of sand used,

poor workmanship etc.

The Compaay replied that rejection was a matter of concem for them and steps had

been taken for containing rejection. It further stated that cufient rejection levels

were within the industry norsl The reply was not acceptable as prcsent rcjection

levels were also very htgb i.e. 1O.02 per cent an,d 9.55 per centfor July and August

2012 respectively as compared to the industial norm.

Insufficient value addition

Value addition' achieved by the Company varied from < 27678 p€r MT to

{ 41068 per MT (100 to 127 per cent of the cost of raw materials) during the

period, This, howeyet, was not suf[cieut to me€t even the manufacn[iug and

labour cost of ( 36102 per MT to ? 51896 per MT (126 to 157 per cear of cost of

ran, materials) over the last five yea$ (.4n exure 30.

The Company pointpd out thet inability to import steel scrap during import

friendly time and hold sufficient stock of raw material due to working capital

shortage apad from stiff competition iu casting market as the reasons for

insufficient value addition, The Govemment may consider addressing the issue of
working capital short age.

' Val@dditid-snlee- 6r of nw drai.l
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Government assistance

The Govemment of Kerala invesied (lVarch 2011) t 19.97 crore as equity in

the Company. Against the above, the Govemment suffered a loss of t 5.12 on

every rupee of its investnent. During the review period up to 31 March 2011, the

Company received ? 27.63 crore by way of loans (( 23.81 crcrc) and grants

(t 3.82 crore) from Govemment of Kerala which constituted t 24735 per MT of

sales and 103.13 per cent of the employee cost (( 23984 per MT).

lAudit Paragraph 4.1.3. contained in the Report of the Comptoller and

Auditor General of India for the year ended 3la March, 20121

Notes furnished by the Govemment on the Audit Paragraph is given in

Appendix IL

1. The Commitlee v/anted to know the reason for the ftequent change in

Man2ging. Directors which adversely affect the decision making process of the

Company. The witness replied that the gesent Managing Director had been there

for the last 4 years and hence, Do issues are there in this regard at presenl

2. When the Commit&ee enquired the reason for mismatch in capacities in the

melting and fetding production centres, tlle wihess responded that shortage in in-

house fetding facilities and the use of obsolete machinery caused mismatch in

capacity. Since the machinery was very old and needed renovation the Company

completed the modernisation of machinery using rhe fund allotted by the

Govemment in 2QLl-12 and thus the capacity mismatch issues had already been

solved and the present fetding capacity and production were ruming convergent.

FCB nf /SD/tUqDran R.pd/A!di. P.6i/29 & 16/24 9, td4. ro rd22.lo 2016
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3. Regarding the audit objection on low labour productivity, the wrtness

informed that due to the iermination of moulder trade course by the Covemmenq

the Company was not able to recruit skilled labourers and the Company was forced

to recruit temporary employees having no work experience resulting in a low

productivity ranging ftom b.45 MT to 0.62 MT as to the stardard labour

productivity of I MT per month. He further explained that the Company was

taking effective st€ps for improving the labour productivity atrd trow it was

indeased to 1 MT per month approximately.

4. To a query of the Committee regarding the excess portrer consumption

which resulted in an increase in the average cost of production for the last five

years by ( 4108 per MT constituting 37.04 percent of the cost of power, the

witness informed that 25 years old machines in operation was the key reason for

high power consumption. He also stated that they had completed the renovation of

11 KV substation usiDg the fund allotied by the Govemmeut aud at present they

were able to reduce the power consumption to a tune of 2200 - !800 to 1647

unis avoiding the transmission losses.

5. The Committee was aggrieved to leam that the Compa:ry had been

contbruously incurring losses since its iDception and the cash loss had incrcased to

an amounl of I 2 crore 18 lakhs. Raw materials like melting scrap, iron scrap,

silica, sand etc. used for castings were poor in quality aud the engineering methods

followed in the production trirocess were Dot effe.tive to FedeGrmine the quality of

end product. Therefore the Commitlee points out that the use of low quahty raw

materials, poor workmanship, improper managemetrt i! production process etc.

were the major reasons for excessive rejection. The Committee enquired whether

any measures had been ta_ken to reduce rejection rate within the industry norms.

PCB rrf /5D/PUC/Dnn R.p.d^ldit p'trt 29.t I a 2. 9. w 1. I o. w 22.ro zot6
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Then the wihess replied that steps had been taken for minimizing the rate of
rejection and further stated tlat the Company had adopted a new software

supported €lertonic method and were able to reduce the in-house rejection from

7.6lVo to 3.61Vo and customer rejection to 6.727o.

6. The Committe€ wanted to get clarification regarding the insufficient value

addition achieved by the Company which was not sufficient io meet even the

Company's manufacfuring and labour cost. The wihess admitted that they could

not achieve 157 o1 vaJue addition as directed by the Audit and were able to

ahieve a value addition of only lZTEa of the cnst of raw materials during the audit

period. He also added that after the implementation of e-tendering, raw matenals

at a cost of { 27000/IvfT could be purchased as compared to the prevrous

purchasing cost of I 36,l0UMt.

7. When the Commitiee asked to enumerate tie present problems faced by the
Company, the witress stated that the non-availability of raw materials such as high
meltiDg scrap was the major problem facing them and gade I quality HMS itself is
required to get best results. Since there was no agency for importing Grade I
HMS, it was to be procued at higher rates. When the Committee enquired about
the curreDt status of modernization process, the witness itrformed that the
modemization proc€ss had been completed aDd they were about to install the new
machinery and eguipment designed as per the latest technology. After the
Commissioning of new plant the percentage of loss would be considerably reduced

and productivity could be increased.

FCB lllISDTPUCJD.i R.{ar/A!dii p,n 29.sld2a.9.td4rOt6.22r0.rs3r.,0,20t6
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CONCLUSIONS/RECOMMENDATIONS

8. The Cornmittee expresses its displeasure over the frequent chaflges ill

Managing Directors which adversely affects the functionirg of the Company. The

Committee observes that the company has been continuously incurring loses

during the 5 year period ending March 2011 as the scarcity of skilled labourers, raw

materials and out dated engineerhg methods are affecting ttre productivity of the

company.

9. The Committee is dissatisfied witb the protonged use of old and wom out

machinery which is resulting in high power consumption. The Committee

therefore recommends to install the new plant with latest technology as early as

possible.

lO. It has come to the notice of the Committee that, as of .Eow, rhe Company

lacks adequate skiled labourers. Because of this, the Company employs unskilled

labourers aBd this has marred the labour productivity to a greater extent. The

Committee, therefore, recommends that the company should utilize tha services of

skiUed permanent labourers instead of unskilled temporary laboue$.

11. It is obscrved that the scarcity of raw mat€rials has been a pemicious matter

affecting the Company. It is evident that the company is paying an exorbitant cost

FCBIII/SDPUCnr.nRlpai/AldnP.n/2o.r.16/2,19,td4,r0t6/2?.r0r&1r.10.10t6
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towards raw materials, shce the procurement of it is made on credit. The

Committee, therefore opines that fte Covt. should lend unequivocal support to the

company in procuring raw materials at a reasonable cost by keeping away the

foregoing transaction on credit.

Thiruvananthapuran,
................ 2016.

C. DTVAKARAN
Chairman,

Committee on Public Undertakings

rcB tf /sDTUCrD..n Rlr.i/Audn p&./29.A1A24.9.16/r.lor6/22rol6l1t.1o20t6
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Annetute 27

St.tcment sbowing mlsmrtch ln caprdty in respect ofAutokast Llmlted
(R.leftal to tn pangdph 4,1,,

2010-ll
20tl-t2
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Annexure 28

Stltcm€nt showing hbour productivity in respect of Autok.lt Llmit€d
(ReJarcd to ln parugruph 4.1.,

2218.6 2333.71 r985.44 l9ta.20 2659.U ttt72.m
Manpower tlquircd .. F DPR

r58 t62 185

46 5l 49 43 35

racbry wo*.rs O.|rna&rt) 2E0 251 246 229 z$l

Facbry wo*.fs Omoonry) zl 78 ll6
Tohl MDM.mploy.d 317 752 3v) 358

lE9 190 194 217 l7l
Actual labdr orodudieitv 0.55 0.55 0:50 0.45 0.62

Tobl EmDlove cosl (f in l*h) 1t9.t1 493.52 559.55 544.81 6l2.49 2619.54

Av8. cmployee cost p.!. (l in
|.21 t.40 1.69 1.56 r.85

Excess .iDcnditurc G in hkl) 224.69 266.00 127.86 320.05 t4Et.t2

Erccs hbou cost D.r KG (l) t0.04 l!:40 r6.50 17.6E 12.04

Acuat labour co6r D.r KC (l) lE.,lo 2 t.l5 28.t7 28.16 21.91

P.rc.nraac of dcc3! l.ho{r coit 54.55 53-90 58.59 62.t4 4E3l

St.ndfd cmDlolc cotl l9l.lE 226.40 233.22 20?.aE 31225 12m.93

acrul .mloE coat ri.l MT 1E395.94 21141.t7 28168.48 2E461.50 24914.63 2398,{.38

sr.nd..d cnblovc. cosl ocr trfI E390:4 9718.31 ?40.60 t083E.99 r28?1.19 1n49.14



Anoeturc 29

Slrt€rnent showing power consumpalo! In resp€ct ofAutok.5t Llmlted
(Rcfened to tn paragreph 4.1.,

Gross production (MT) 2218.60 2333.74 1986.44 1914.20 2659.U
Total units consumed 5278200 55247@ 4370600 5318600 6186200
Unils oolsumcd Derlvff 23t6 2200 2779
Exccss coDsurtrDtion Dea MT 816 86? '100 t279 E26
Avargtc ratc pcr unit fO 4.64 4.6 5.32 4.52 4.32
Actual cosl ofpowei per
KC 10.?5 10.89 11.71 12.s6 t0.05
Excess cost ofpowea pcr
KC 1,19 3.99 5.18 3.57
Perc€ntsgc of exccss cosl of
Power 35.24 36.U 31.82 46.01 35.52
Totel .ctual cost of
consumDtion(?)

2449084
8

2541362
0

2325159
2

2404007
2

2672418
4

I ol.l cxccss cost of
consumDtion ({) 8631792 9310814 7399801

I l06t8l
6 9493805

Wciahtod average cost of actual povcr consumption per MTR) tto92

Walqhted.versge coatofexce$ conlumption of powcr Der MT (l) 4t08
Perce age of ellcess co6 ofcongurnption 31.04
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Anoexure 30

Strtemeot showhg velue rddldor ln ralpect ol Autoklrt Llmlted
(R.Iened to in patugroph 1.1.t

CtrAr,E
Net sales 1149.26 t27t.63 1410.48 1315.02 1867.E9

Cost ofRaw material 537.44 629.44 620.5 6t9.77 932.49
Valuc addition 6tt.82 &2.t9 ?89.98 695.2s 935.4
Sales ouantiw (MTI 2210.412 2283.645 tm3.599 It?1.715 26t4.342
Vllue rddition Der MT(O 2767t 28121 41068 37145 t3180
Pdcentage of Valuc
Addilion lt4 102 121 tt2 100

ManufacturinR Exoedsc 378.8s 412-37 389.23 426.54 5lL88
Llbour cost 419.17 493.52 559.55 5,t4.8t 662.49

Percentage of
Msnufachting & lrbour
cost on Rrw Matcrial

148 t44 153 t5? t26

Manufrcturing and
Lrbour cost p€r MT 36t02 39669 49323 sr896 44920


