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INTRODUCTION

I, the (ilraJrmar, Conrmittee on Pubiic Undertakings (2016-19) having

bt'en authorised by the Conmittee to prcsent rhe Reporl or their behalf,
-, v l-lt

present this 9IXIY . ?ll 'Report on the Action Taken by Governmenl on the

Recommendations contained in the Thiry Fifth Report of the Commitree on

PLrbiic Urdertakin gs (20L1-14) relating to the Kerala Srare Elecrriciry Board

Limited based on the Repofts of the Comptroller and Auditor Gereral of

lndia for the year ended 31" March 2006,2007 ard 2008 (Connerciat).

The Statenent of Action Taken by the Government ircludcd in fhis

Repoft was considerecL by the Committee co[sritured for the year (20i6-19)

, n ils rnect iug> lreld or r J0. I LlO I o.

This leport was considered and approved by the Committee at irs

meeting held on 1.2 -.Q2 .:.&9.18

The Conrnrjttee place on record its appreciation fof the asststance

rendered to them by the Accountant General (Audit), Kerala dr,ulng the

exanination of the Action Taken Statements included in thls Report.

Thiruvananthapulam,

IA - a3 2018.

l\ -. AU ^-JtrLv I
C. DIVAKARAN

C)hairman,

Committee on Public Undcrtekings.



REPORT

This feport deals with the action taken by (;overnment or the

recommendatiorrs cortaincd in thc Thifty Fifth reporl of the Committee on

Public ljndertakings (2011-14) relatirg to Kerala State Electricity Board

based ou the Report of the Comptroller and Auditor General of Inclia ic.rr Lhe

year ended ll l" March 2006, 2007 and 2008 (Conlrrrercjal).

The Tl.rirty Fifth Report of the Committee on Pub.lic

Urclertakings(2O1 1 - 14) was presented to the House on 28'r'January 2014.

The Repoft contained I recommendations in Para numbers 9, I 0, 11, 12, 19,

20, 22, 26 and 27 of which the Clover-nment furnished Action Taken

Statements t.r all oI them. The Comm irtee(]016- 19) corrsidcrcd thr A-ctiorl

Tirlierr Srateuents furlished by tlre Govelnment at its neeling hcld on

30.11.2016.

llhe Committee accepted the reply to the recommerdatior in Para

Nos.12, 19,20,22,26 and 27 without rernarks. These recommendations and

the replies furnishcd by the Govelnment form Chaptcr I of the Rcpolt.

The Comrlittee accepted the replies to the recornmendations in Para

Nos. 9, 10 and 11 with renrarks. These recommerdations, the replies lrom

Govemment and the remarks of the Committee form Chapter II of the

R€port.



I

RE'LTES FURNT'HED By rHE Goffit'oN THE RE..MMENDAT','NS or,

THE COMMITTEE WHICH HAS BEEN ACCEPTED BY THE COMMITTEE

WITHOUT REMARI(S

sl. Para

No.
Departm

ent
Concem

ed

Conclusionsnecommefldatiol1s Action Taken by the GoverrlreDt

(1) (2) t3) (4) (s)
12 D^,,,". llhe I omm]ttee lurther

L."o.."nd, !haL aDDrooriaLe

| .Lep" rhould fr. ini,iu,.O ,o
I

J 

identrD the officjalr

i 
resporsible lbr the loss ard

I 
stringent action should be

I 
taken against them after fixing

I the liability.

i 
It is hereby informed drat the officers

lwho 
ananged for stomge cum

] erection insurance of Kakkad Hydro
t-
I 

uecurc Project oufung tne perroo oI

19B8-1993 were already retircd.

Also most of the officers who are

alleged to have delayed lodging

ciaim and filing appeal before IRDA

also retired. Even though KSEB had

filed al appeal before the IRDA, for

revisiDg the compensation amount,

same was also rejected. The matter

was taken to the High Power

Committee constituted by

Government fof settling disputes

between Public Sectol'

Companies,/bodies, and the

committee examined the matter and

directed that competent officials from

Kerala State Insurance Depaftment

and KSEB may examine each claim

in detail, rectify defects if possible

and work out an agreeable solution

within one month. Accordingly a 
I

meeting was convened and iD the

FCII2/5J,/I'U(l/lieport'l(SID.]5th liepo chapter 1129.01.2018



(1)l(2)1 (3) (4 (s)
eeting KSID intimated that, siDce a

resurvey has already been conducted

and the seco[d surr'/eyor also found

that asset was under insured and

hence the claim cannot be

considered. lt is also inforDed lhat

since KSID is a Go!'t. Department

and KSEB, a Public Sector

Undertakings under the control ot

Go\,'t., there is no issue ol

misuse/loss of public money in the

suDtect case.

2 19 Power
'lhe Comnuttoe notlces lhat the

Board had released the amollnl

lor extra work wcll in advance

befbre seeking the opinion of

rhe CEA. Though the payment

made was explained to be

based on fhe decision of the

expert enginecrs of Board. the

Committee expresses iis doubt

whether both Board aDd CEA

examined the issle on the

diffcrent colldition in the

contract as CEA objected extra

payment. The committee

opincs that as the decision of

Board ditlcrcd tiom the

opinion of CEA, eirher of them

have to be tenned incompetent;

The Committee stoflgly

c ticises the action of the

Sabarigiri Hydro Electdc Projecl, the

second largest generating station of

the KSEB system having an

(installed capacity of 300 MW (6x50

Mw) was commissioned during

1966. The machinery comprises ot

vertical shaft Pelton turbines and

generators, both ot 'Allis Chalmers,

USA, who stopped manufactu ng of

Hydm generators and turbines. The

excitatiofl is of co[ventioDa] rotating

t]?e and the Governors were cabinet

actuator type. 'fhe equiPment was

tendered during 1960 as per the

specification and techiology

available at that tinle.

Since maDy of the project

components have crossed their useful

life cn:n thp ha.hinpq wprc

experiencing frequent breakdowns.

All the sDares obtained with the units

FCB2/SJ/'PUC/l{epodKSEB 35lh Rcporl- clupnr l/29.01.2018



(1)

CEA after making a decision

based on examination

conducted by its own

engineers. The Committee also

remarks that the advice seems

to be sought duc to the fear thal

the decision adved at was not

fair at la.ge. The Connittee

rccommends that before

awarding exfa work to the

contractor the Boaid should

seek expefi advicc from

competent authority, whether

the work intended to be done

as extla will come under the

ambit of origiml work so that

unwafanted expendilurc can

be avoided in future.

In seeKlnP dd\,rce at the time of installation had

exhausted and it became very

difficult to procure additional sparcs

due to the change in technology.

Moreover, the wear and tear of the

units had resulted in deterioration of

efficiency of the units. All these

factors forced the Board lo proceed

with the Renovation &

Modemization (R&M) of the ur ts.

While finalizing the project repofi

and tender specifications, it was

decided that only the generator of

Unit # 6 need be replaced witb new

core and windings, since the other

five units had already been rewound

with 55 MW capacity consequent to

some major breakdowns. Thus, only

unit #6 was uprated to 60 Mw while

the other five uDits remailr with a

capacity of 55 MW each. However,

the turbine runners of all the six units

were replaced with 60 MW runners,

so that in {uture the capacity of

renaining five units can also be

increased by changing the generator

winding aloDe.

The extra works proposal submifted

by tlre firm was thoroughly examined

by thc expen engineers of KSE

lloard. After convincing its necessity,

varjous levels of negotiations wcre

F CBI/SJ,rPUC,/ttepodKStlLl 35dr Repor G | |]dpter I/29.01 .:2018



(2)
also conducted with the firm for

getting the rock bottom rate. Based

on the repoft and recomnendation of

rhe Chief Engineer, Board accorded

sanction to award the extra works

anrountiog to Rs. 78, 88, 445lto M/s

V.A. Tech Hydro and extra work

amounting ro Rs. 3,81,473lro M/s l,

&T on 12l2004.

When the issue of unforeseen extra

works was placed for sanction, the

Board desired to know the opinion of

an expen from CEA, on the necessity

of work and reasonability of the cosl

of works aDd accordnlgly the opinion

of CEA was sought. The CEA team

conducted a site visit for ' examining

the matter land submitted their

report. According to cEA's opinion,

out of the 11 extra works sanctioned

by KSEB,5 of them could not be

treated as extra as the same could be

carried out within original scope or

by using the existing pans as such.

The Board came to the conclusion

that awarding of extra work is in the

best interest of the Board and in

accordance with relevant clauses in

the agreement. Considering tire long

term perspective, the works were

essential for the trouble lree

of the machines. Thus Rs.

F(lR2/SI/11,I-1Rcpol1,/KSFR 35rh Rcpon chipter I/29.01.2018



(1) (2) (3) (4) 5

51.08 lakh cannot be considered as

loss due to unwanted extra work but

only a payment for the extra work

caried out by the contractor as per

contract which also improved the

overall perfomunce and efficiency of

the machines. Considering the toLal

expenditure incuned fo. the RMU of

Sabarigiri HEP (Rs. 102.63 Crore

including extra vorks), this objected

amount is only 0,5% It may be

noted that due to the early decision

taken by KSEB before getting the

expert opi[ioD of the CEA , dre

spillagc of the reservoir was avoided

during the year 2005-06, which

resulted irl saviog of crores of mpees.

The matter was refened to CEA only

for getting a second OpinioD for

future guidance for othel machines.
3 20 Power lhe Lomrinttee recommends

that liability should be fixed

upon the ollicers responsible

for the loss sustained by the

Board and details regarding the

action takel should be

intimated to the Cornmittee

without delay. The Conrmittee

also recommends that should

be furnished with a detailed

repo regalding the teasons for

the unwarranted haste in

The Board as per the Orde. dated

22-01-1999 decided to arrarge the

work of Renovation, Modernization

and Uprating of Sabarigiri HEP by

inviting global tender and sanctioD

was accorded for an estimate of

Rs.112 Crore as per the Order dated

l-9-2000. Subsequently, as per the

B0 (FB) No.439/2002 dated

30-3-2002, the work was awarded to

the lowest bidder M/s. VA Tcch

llydro, ADsrria for Rs.94.64 Crore.

The Chief Ensineer fO & M) Hvdro
FcB2/Sl/PllC/Repoil.4{5EB 35rb Repori chaprer l/29 01.2018



(1) (2) (3) (4) (s)
awardlng m0 extra worK Delore

zlscertainilg thc rcasonableness

of the work and additional

expenditure.

I 
executed the agreenlent on

l2B-7-2002. 
Tne completion period ot

contract as per the agrcement was 48

] months from the date on which the

I aon,rrat b".ur" effective. Thc
I

] 
contract became effective on 27-1-

I 
zoo: {aur" of opening of lefter of

I 
credit in favou. of the contractor).

The scheduled date of completion

was on 26-1-2007.

M/s. VA Tech started site iDspection

on 25-2-2003. Wrile the site

inspection was on around, a fire

accident occurred at Moozhiyar

Power house on 7-3-2003. As so

many statutory official procedures

(investigatjon by concerned

departments like Inspectorate of

Factories 7 Boilers, Electrical

Inspectorate and Police Depaftment

etc.) are to be completed consequenr

lo the fire accideflt, the work was in a

suspended stage from 7 3 2003 to

25-7-2003 ie; more thar 4 nonths

were lost from the schedule without

any work.

On completiol of the formalities, the

units # 6 & 5 were handed over to 
]

M/s, VA Tech or 25-7-2003 for the 
I

RMU works. As pef the agreed 
I

schedule, the time period for I

I
comDletins the RMU wo.k of Unit # i

J CR2/S.l/PUC/RcpodKStlll 35rh Ileport- chaprer l/29.01.2018



(1) (2) (3) (4) (s)
I 6 was 52 weeks (1 year) ie; uP to

24t07/2004.

After dismanding and conduclillg

required tests on unit No.6, the lilm

had identified the extra Works and

submitted their offer for the extra

works as pcr Ciause 22 of lhe

conract agreemenr.

clause No 22 stipulates that:

"On dismantling, detailed inspectjon

and testing conducted on pans, if

some parts / comPonents I

equipments are found to be defective

which are not included in the scoPe

of tender speciiications, replacement/

repairs to lhe above parts shall be

treated as extra work. For the extra

works, the rate, terms and conditions

and rhe irfluence on the completion

period of this purchase older shall be

reponed by the contractor to the

Chief Engineer within reasonable

time from the date of receipt qf the

above mentioned report the Chief

Engineer shall convey rhe Board's

decision to the contractor".

The following works (refurbishment

of existing parts and replacemelts of

existing items with new one) were

identified as extra work.

F(lil2/Sl/ljtiCil{cportKSi-B 3Stir Rcport-.haPtei l/29.01 z0lll



(s)
L Machining of lhe trunnions in I

MIV and machining of the seat for

the rotor seal to maintain Cotu\iality

(work) Rs. 8,53,266f

2. Supply Of self lubricated hearings

of main inlet valve (supply)

Rs.196802/

3. Replacement of connecting flange

at the up stream and down stream

side of MIV (Supply) Rs.7,76,2781

4. Machinirg of the runner coupling

flange of the turbine shaft (work)Rs.

9,02,390/-

5. Replacemert of water Guard with

new one-(supply)- I{s. 6,89,875f

6, Site machining of distributor

bores, (work)Rs. 13,86,079/-

7. Replacement of flow guide with

new one(supply) Rs. 13,24,244/-

B. Jet alignment using precisior

equipments (\tork) Rs. 8,05,600 /-

L Supply of Guide riDg in the

dismantling flange portion of MIV

Rs. 1,57,0001

10. Repair works connected with the

thrust collar including machlning Rs.

9,54,000/

11. Repair welding on upper and

lower brackets Rs. 3,02, 500/ -

The exoa works proposal submitted

I,CB2/51/PU(l/ReporrKSEB 3;th Refo -.baPter t/29.01.2{lI8

rhe firm was thorouPhlv ex.imincd



(1) (2)
by the expen engineers ol KSE

Board After convincing its necessity,

various levels of negotiations were

also conducted with the lirnl for

getting the rock bottom rate. Based

on lhe repon and recomnendation of

the Chief Engineer, sanction was

accorded by the Board to award

the extra works amounting to

Rs.78,88,445f to M/s. VA 'Iech

Hydro and extra work amounting to

Rs. 3,81,473l- to M/s. L&T.

When the issue of ulforeseen extra

works was placed for sanctioD, the

Board desired to klow the opirion of

an expet from CEA, orl the necessity

of work and rcasonability of the cost

of works and accordingly the opinion

of CEA was sought. The CEA team

conducted a site visit for exami ng

the matter and subnilted their report.

According to CEA'5 opinion, out of

the above 11 extra works sanctioned

by KSEB, 5 of them (item No.

4,5,6,7,8) could not be treated as

extra as the same could be carried out

within original scope or by using the

existing pa s as such. The liDancial

commilment for the above objected

iten).s is Rs. 51.08lakh.

FCts2/S.l/!UC/ReDo'rrlisEB 35rl' RcDorr- LI'dDrer l/29.0r.20r8



1{J

l(1) l(2) I
(3)

Tlre following points may be notecl in

this regard.

Sabarigiri Hydro Electr'ic Project is

the secood largest generating station

of the KSEB system With an

installed capacity of 300 MW on

which KSEB largely depend for

meeting the peak demand.

The renovation work was scheduled

to be canied out on the units one by

one with the intention to utilize

ma-ximum quantity of watef for

SeneratioD, avoiding the spilling of

water The Board was aware fhal the

delay ir pulling back unit # 6 would

derail the schedule of entire

rcnovation work. More than 4

months were already lost due to the

accident.

Unit # 6 was already under shut

down during 2003-04 as per

schedule. Because of the issue of

extra work, the unit could not be put

into seryice during monsoon of 2004-

05. Board vr'as very panicular that the

unit # 6 had to be commissioned

before the onset of the monsoon for

the year 2005-06 to avoid spilling.

The total cost of RMU works of

Sabarigiri HEP as per rhe origiDal

Order is Rs. 94,64 Crole and thar of

Unir #6 is Rs. 17 Crofe {aDDrox

FCB. 5rL I ll0noll.5l lllihllppo ,lEf prl.,q0./r'!



1l

Irt.r (2) (3) (s)
Out of the 11 items of extra works

aranged by K.S.E Board or Unit #6,

the CEA offered a different opinion

only in the case of 5 works having a

total addiiional financial commitment

of Rs.51.08 lakh. Comparing thc

total financial commilment oI the

RMU works of uDit #6, this amount

comes only around 37o.

The extra wotks proposal forwarded

by the firm was thoroughly examined

and analysed by thc expen engineers

of the KSEB and fully convinced its

need and necessity.

KSEB is vefy pafiicular to see that

the renovated machines should

ensure trouble free operation for the

next 20-25 yearc and hence cannot

take any risk on account of minute

extra works.

The extra works were aranged at

rock bottom rate after conducting

vadous levels of negotiation

meetings.

It rnay be noted that once the

machine was forced to shut down

even due to minor intemal problems,

it will take time ro pur back the

machines in service. There is

complicated and time consuining

procedures such as rcmoval of the

I:( iB2,'S l/PI J(lReFft/KSEB il5rh R.porr- chiprcr I/29.0r.2018

runner. identification of d



L2

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

I 
rectification of faults, re-fixing thc

I 
runner, balancing etc are to be

] 
successfully compieted before the

I 
machines are put back into operation.

i 
The matter was referred to CEA,

I 
only for getting a second opinion in

I 
View of the forth coming RMU

I 
works of the balance units.

I 
n" o a M afiiviries of rhe

lmachines 
of Sabadgiri HEP were

] being caffied out by KSEB Engineers

I 
since its commissioning during the

lyear 
1966 and they are very much

I 
experienced and aware of the

I 
conditions of the machines, than any

other team. Even though CEA has

very good technical capability, KSEB

Engineers has got the practical

experience with the machines and

they are competeDt to analyse fie

issues relatine to Sabarieid-l
macnrnes. 

i

The timely award of extra works of 
]

unit #6 has enabled the Board lbr the 
I

commissloning of the unir on 
I

0110712005, rhus to avoid spilling of 
/

dam during rhe monsoon of 2005-tjb 
I

and to utilize the full water potential 
I

during the year, resulled in saviDgs of 
]

I
Lrores or rupees. 

]

:1" ;:^ :l'#:":;:":' :;'Tj j

fCts2/Sl,'lUORcDo 'KSEB 35tb ReDo(. chaorer t29.0r.2018



13

(3)
Agre€ment (clause no. 22) with M/s.

VA Tech while offering their

remarks.

As per tender documents, conditions

of contract for Design-B ild and

T\rmkey" first edition 1995 prepared

by the Federation of InternatioDal

Des Ingenieurs-Conseils (FIDIC)

forms a paft of agreement.

As per Clause 4.11 of FIDIC "if sub

surface conditions are encountered

by the contraclor which in his

opinion, were not foreseeable by an

experienced contractor, he shall give

notice to the employer's

representative so that employer's

representative can inspect such

conditions and proceed in accordance

with the sub ciause 3.5 to agree or

dete.mine

(a) Any extension of time to which

contractol is entitled and

(b) The additional cost due to such

corditions which dshall be added to

the contract price and shall notify the

contractor accordingly.

It is hereby conciuded rhat awarding

of extra work is in the best interest of

the Board and in accordance with

rclevant clauses in the agreement.

Considering, the long term

ective. the works were essendal

t, tr/ \, /r , Hepi .h\t.tr lq,l Rnlro .1.pt"r | 2'r.0t.2Lt8



14

(r) (2) (3) (4) (s)

I 
for the trouble free operarion oI the

I 
machines. Thus Rs. 51.08 Lakh

I cannot be considered as loss due to

lunnun,"O 
exha work but only a

I 
paymeDt for the extra work ca ied

I 
Out by the contractor as per contract

] 
which also improved the overall

I 
performance and efficiency of the

lmachine. 
Corcidering the total

expenditure incuned for the RMU 0f

i 
Sabarigiri HEP fRs 102.63 Crore

] 
(approx) including extra Worksl, this

lobjected 
amount is only 0.5%

I 
(approx). It may be noted thar duc to

the early decision take.r by KSEB

lbefore 
gettiDg the expert opinion of

the CEA, the spiliage of the reservoir

was avoided during the year 2005-

06, resulted ilr saving of Crores of

rupees.

The matter was referred ro CEA only

for gettiDg a sccond opiniod for

future guidance for orher machines. 
J

It may aiso be noted that, the officeN 
I

who had taken the d€cision for award 
i

of extra works of unit #6, were 
I

already retired from service of 
]

KSEII. Moreovef, in View oI the 
J

above facts, it is prayed that, the 
J

observation of the CoPU or rhe 
I

subiect rDatter may kindly be 
I

reviewed and its reconmendations to I

FCB2/SJ/l,UC/l{cpofl-/KsIB 35rh Repo, chdpref I/29.0r.20t8



15

t(1) l(2) I
(3)

fix the liabilities on the officers who

had taken bonafide decisions in the

best interest of Board, may ldndly be

d
It may please be [oted that top

priority is being given by Kerala

State Electricity Board for answering

to'drafv audit paras within the due

dates But in some rare cases delay

may occur since dala may have to be

collected from many fieid offices or

huge volume of data is required etc.

h the given case the dmft para is

issued by Accountant ceneral on

2810512007 and received in, KSE

Boafi o| 4/06/2007. The time limir

prescribed by Accountant General

was six weeks- The reply on required

details with respect to storage level

of Idukki Danf Generation Statistics,

Power purchase rates etc. could not

be consolidated in time. Though

eamest effons were made to fumish

the reply within the due date rhe

consolidation of all these data was

time consuming and hence there

occuned some delay in finalising the

repiy. The reply was submitted after

vetting by the then\ Chairman, KSE

Board on 24109/2007 .

Taking into account rhe

recommendation of the Committee in

that the department has not

fumished the reply to draft

audit paragraph ir time. The

Committee opines that had the

Board fumished the reply to

audit pala in time the same

wouid not have found place in

the Audir Repo.t.

I(iB2/sJ/l)U(llteporL/l(Sl835dr RepoLl chapre! I/29.01.20r9

Board has taken all



lti

(1) (2) (3) (4) (s)
possible steps to ensure thar rhe

replies to Dratr / Audit paras are

submitted wjthin the prescribed rjme

and no delav occur in future.
5 26 Power I he commtucc hnds that rl the

Boafd had been vigilant

enough to stock vital spare

parts, generation could not

have been stopped for 40 days,

and that thereby produced

morc power_

Para 26 & 27

The 2x 7.5 MW Kailada Small

Hydro Elect c Project,

commissioned in 1994, utilizes rhe

water from the reservoir of Kallada

Irrigation project.

i I ne Lonrmrtlee therelbre
I

recommends that. there should

be an effective mechanism in

KSEB to ensurc that critical

cornponenls are always thelein

the inventory for having a

sound supportive system to

avoid instances like this In
future Thc Conmittee wants to

b(. furnished with a report

'rcgarding the details of

tiabitity fixed againsr rhe

oflicers responsible and the

present position Of the action

taken for rccoverirg the losses

raised. in thc audit objecrion. ]

27 Power On 1-12-2005, Geleratol No. 1 & 2

were tripped due to the failure of

seryo motor and thyristor

respectively- The faulry rhyrisror in

the exciter panel o{ unit No. 2 was

replaced immediately with the Spare

one kept in the stock, But this

thyristor also failed when the

machine was hied to put back into

service. As there was no rnore sparc

th]'risfor available in the siock and

considering the tine taken lbr the

:epair of the servomotor of unit #1, it

,ras decided to take out the thyristor

)f unit No.l and pur back rhe unit No

2 in service. Accordingly the unit #2

{as put back in scrvice on 1-12-2005

tself. The unit No. I was put back in 
I

ervice only on 10-1-2006 afrer 
I

ectification of oil ' servo motor 
I

roblem and replacement of thyristor 
I
I

1 the excitation Dancl. l

li( ,ll2/SJ/PUC/RCpon-/kS llR :J5rir Iiclrofl- chaprer I;29.01. tO t 8
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(5)
Audit has observed that the defective

seryomoto6 Of Unit No. iwas
repaircd on 10-12-2005, but

generation could resume only on 10-

01-2006, after; installation of a ne\,\/

thyristor af a cost of .Rs. 9,750/-. Due

to delay in replaceme[t of the

defective thyristor in Unir No.l, rhe

Board lost generation of 5.17 million

Units of power valued at Rs. 2.02

Crore for 30 days when there was

sufficient discharge of water from the

reservoir Audir noriced that the

thyristor had developed defects in

2002 also and the same was replaced

through purchase from BHEL. Bur

the Board did not keep adequate

spares of this low value item to avert

generation loss in emergent

srtuatlons.

Thyristor comes in the list of slovr'

moving inventories. Slow moving

spares are kept at bare mininum

quantity. As per agreement conditioi

with oiiginal supplier of generating

equipmeDts for a project, it is nafurai

to specify the required spares for the

smooth rulning of the genei.ating

units tor a cenain period it the

future. M/s BHEL, the OEM of

Cenerator, Exciter, T[rbine &

Fcn2rSJ/l UORcporL]KSEts .JsLh Repon chapter U29 01.2019

Governor of Kallada HEP which was



1B

Irtr tzr I
(3) (s)

commissioned in 1994, had supplied

spare thyristors aiong with mary

other spares. It may be noted that one

spare thyristor was available irr stock

during the {ailure of the unit # 2, in

01-12-2005. Even though, the failed

thyristor was replaced with this

spare, unfo.tunately the same also

failed du ng the trial run.

Every year, the Centfal Electricity

Authority, urder Ministry of Power,

fixes the generafion target in the

succeeding year for each generating

stations. The Generation target fixed

for Kallada Power Station fbr 2005-

06 by CEA Was 55 MU in 2005-06,

But the actual generarion was 64.11

MU which is more than Ihe

Generation Target, fi,red by Centlal

Electricity Authodty. The average

annual generation for the project for

the last I years with effect from

2005-06 was 59.1 MU.

The following steps were taken to

ensure the availability of critical

spares:-

In generation wing, every month

there will be review meetings on

OperatioD & Maintenance of power

stations held at Chief EDgineer level,

Circie level and Division level, to

of maintenance

lCB2/SJ/lUC/Rcpor/](S[B 35rli Repo c],;,pr€L I/29.01.20r8



(1) (2)

works. The Circle level meeting is

convened by the Deputy Chief

Engineers and Division level meeriDg

is convened by the Executive

Engineers. The officers in the rank of

Assistant Enginecrs and above, who

arc taking care of the Operation &

Maintenalce works and in charge of

store of a Power station arc attending

the meeting. In this review meering,

the progress of curent maintenance

activities, analysis of previous

maintenance works, planning arld

scheduling of futue maintenance

works, availability of spar€s,

purchase plao for required spares erc

are reviewed and finalized. Apan

from the above monthiy meeting

Board level periodical review

meetings will also be conducted by

the Director in charge of Generation.

As per the recommendations of the

Public undertakings Commirree,

strict instruction has been issued by

the Board to ensure fie availabiliry

of critical spares in power station and

to include this as an agenda in the

monthly review meeting.

The following acdons were raken to

tackle the situations.

l9

r(lUr?1\l/PU(:lRepod.rKSEB35thRcpo chaptert/'29.01,2U18
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(2) (3) (4) (s)
1. 'lhe timely action taken by

K.S.E Board personnelJ

helped to put back one of the

two units (Unit No 2) of

Kaltada SHEP on the day of

break down itself.

2. The generating station has out

performed in the year 2005-

06 with respect to the target

fixed by Central Electricity

Authority.

3. Considering &e low failure

rate of thyristor, one spare

thlristor was available in

stock during the breakdown.

The lailure rate of thyristor is

very low.

4. Even though, there is a

generation loss due to the non

availability of one machine,

the audit have taken only the

average generation of unit

No.l for aniviDg dre

calculation of generation loss.

Since the unit no.2 was also

in seNice for the above

period (September, October

& November), the total

geDeralion of lhe stalioD

should have been takei for

tne average generaoon

F(;D2/SJ,PU('Re0orrKSLB 35rb Repo(- chatrer I/29.0i.2018

calculation. Jt be nored



that the monrhly generation

of unit 2 {or the above 3

months period rs 2.42, 5.A1

and 2.59 MU respectively and

the total monthly generation

of the station rs 7.67, 10.29

and 7.5 MU respectively. If

we calculate the average

generation loss based on the

total generation, the average

genelation is only 4.25 MU

instead of 5.17 MU assessed

by the a[dit. The amount loss

assessed will also be reduced

accordingly. The maximum

uDits tlat can be generared by

one generator is only 5.4 MU.

5. The maiD reason for t-he

- prolonged shut down of unit

No. 2 is the failure of

servomotor and ils

subsequent time consumiDg

rcctification works and not

due to the non availabiliry of

a Spare thlTistor aione.

It may be noted, tle excitation

system of both the generators of

Kallada Power station was replaced

with new one in the year 2012-13.

For the new excitation system, Board

purchased 6 ros. of thyristors and

Nos. each for unit

FC B:/Sl/lUC/Reporul$ Ul :lsih Repon-.hipter U2tl.0i 2018
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(2) I (3)
1&2 ). As recommended by the

Hon'ble Committee, necessary steps

lbr ensuring the availability of

critical spares in Power stations, have

already been taken by the Board. No

such incideDts of generatiol loss due

to the unavailability of cdtical spares

were reported since theD.

From the above stated facts it may be

concluded that there is no wil{ul

negiigence or lapses on the pan of

any of the officers of the Board and

also that the genemtion loss arrivcd

by Audit is a hypothetical figure.

llence no actions have been iiitiated

against any of the Board officers ifl

this regard.

In the light of the abov€ explanation,

the recommendation may kindly be

I:(ill2/Sl/Pll1_/lleporr/KSIll 35rh Rcpo|l chnpLe 1129.01.2018
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CHAP'J'ER II
REPLIES FURNISHED BY THE GOVERNMENT RECOMMENDATIONS OF

THE COMMITTEE WHICH HAS BEEN ACCEPTED BY THE
COMMITTEE WITH REMARKS

o bc a casc of undel ins|aaDce.

P0!ver e Lomlllrttec obsctvcs lhat

thc BoiLrd hid nkctt 1l dccilclc

in clainring the insllrancc that

too, nluch below tl'le ori-cin:il

cosl xnd took anothcl .l yctrs

to go 1oI- ln appclll rgaiD\l

KSID. The Clonrnrilrrc Vic!v

tlrs s an l|tllttdorable ilct aocl

aquiprnent .rs pel orcler dated

27145/1981. was a3B9.B7 lakh. The

price variarion clause wds also

ervisag€d in the agreement.

M/s tsHEL starrfd delivcrv 01

equlpmelrt di site hcrnr 1983

onwnrds. Ihe equiLrntel)ts \\('fe bcirg

iDslraed rvith Xeriila Stare lnsuf.nce

Dcp,r*mcnr (1<SID) to {ovef the fisl{
nerlirence ou lha Dlrt ol l

KSEI} in dcxlrrrg wilh a sctioris
during tlansit Ifoln BHEL's tirciory io 

i

sl.
Ncr.

Pafa

No.
Ilepa !l]

ent
aloncerD

ed

Conclu\ions, l{ec(Jmmenditions Action Tal(cn bv the Cl,:rvernnteflt

1 (2) a3) (1) 5power 
irne 

Lonn"-:: 
]:,",: 

rru,r rr'. 
I 

rarar__to_ard_1.L

i:::'..' ": ""*lu l'1"'j
lElecrric 

Pfoje( insrrretl b1, 
ln" :x:S t\,tW Kakkad rlydro

I 
fsen ru. <lil.E5 cforc I 

Etcctric Project \'vas evolvcd by KSF

I actually iicluilcd the escrl.tLior I 
lloard as a seco[d stage to uli]ize the. 

]

] r^nro" po,nrir, or rho t"npt B ,.i, I1.".r ,,r .n, equit,r,crr\. tir r\.

i frilur" nu thc part of rhe nnara I 
I he ordet fo. suppll' of gcnerrtins 

i

| :,.J:,:':::,,, ;::1",,:;" i 
.,:,#::: J::, :;::'J,. ;;;: 

]

i to rhe insur'rce poricy led ro I 
on 27i0511981 by the chief Engi'eer 

i

[nl ,rdtra.l, Int e , u,t!rd-t rlnJrnt ,rfI r. rdit 5 ,r\\C\\tnrlll ^l r.) r.r I

I I <1063.i16,11 Laiiir. Thc cosi oi ru,or
I ol thc claims bv Kerlla Sratc I- 

] gencrators wirh excirer, pN4G. ajr and ;

i I 
,.,r. r., Drp.,lnre rr .,,,rilr 

I

I lol "',r11,, ,rlo,rg uth ,,)

lr.lll,Sril,l ( li.fo r,t(5t tl iinr Rcp. r rhrfln t,2!.01.21)1il



(1) (2) (,1)
irsLtc likr this Ih| ( ('ttrlrrrllut

Tlrc CrrrirniLat rct;,rinnirlT;Power

Polntt out lhill lnlpfoPer

valuration of Ihe insured itenr

N|ld Irih]rc to lecord the value

in the Schednle oi insurnrcc

rcsulted rn Ihe unclel viLluation

ol assets. Thc CoDDillcs

(ipines lhdt had KSEts ukcrr

slcps lo cli nl thc rnsufance in

line rhe entirc loss could have

been renlised as the whole

assets lvere rei surcd wilh

Unitcd India In\urancc.

iDsuranre policy with Kerala Slat.

lisurancc department for lhe

fleneralirg cqLlipnlcrx 0f IidlJiad

H)'dro Electric Project tol a pefiod

ffom 7,/BB to 5/91 by paying Rs.

12,29,3G71 rr iour iDstrherts . I he

electriaal parls of the project wds

ilrsurcd for Rs.IB.BS cfofc in Policv

No. KSID/SCE/5153/89. Ihe

prenliLrn arrouilt 0I 111,19,367

was larer Ievised to {1{1.,17,5u91 .

Ihe poli.y wds exteude.i dll

20/11/1999. fhe loial aNount ot

premjun paid during lhc dbo|e

pcriod is Rs.42,10,086i -.

DETAII,S OF COMP*ENS,A] ION

AN,lOUNT RECEIVED

Wlile tLre erectiorl $ork of lhc

project was i progress ii iire

acciclcnt occufied on 2Br't0/1992,

causing dnnilg€s to the stator

asselnbl)' ot thc 25 NfUr Unif No.l

Gcneralor, which u'ds kept vetY closf

to drc downstream uali. The dcciden!

\\,as repofied to N4is KS]IJ on thc

thxr KSEB should seek experl

opinion belofe lnslu-rng issels

so dlat dre insured inlollnl l\

rdequate k) rrake good lhc loss

in clse of nny contingency end

in aase any rcciclent occurs

imlrediiie steps should bc

trkcn to ciainr the insurlnce it
thc cadiest.

l

22110i1988 had accordccl snn(:ljor i

for openiDg studge CluIn erc.tion

l:aiil,Si.irlit- lleplrL Jisl-ll .l {| lie n! ts l LiJp(rt il.l:101 lrlll

5inle day irself.



i (l) (2) (s)
Aftcr lhc accident, the ll.rerd

a,ranged thc repairrePlacenlenL ot

thc alamag€d staior bars of geueratof

No. 2 for a torai expenditure of Rs.

1,31,26,399/- including cost of

tratlsportatiolr.'1he chiel lngitleel

(O&M) Ilydro has ILrnjshed clairr

biil to M/s J.B. Boda Surveyols Pvt

Ltd, the surveyor ot M/s KSUI on

23106/1999. Subsequelt to this, M/s

United India jnsurance Coftrpanv L.rd

((-o insufer o1 I(SID) has inlo reti

lhat the malil]lLtlll claim arnourl 0n

this claim \\'oLrld be Rs.33,:13,1-12-

only and thc danaged eqLrip[rlrtt is

undef-insured. l'he Dischargc fecetpl

for Ils.38,48,242lwas fum jshed b]'

the Deputy Chjef El1gineer Lrnder

protest sr,rbject to sanatiorl of thl.

lSoal d.

Thc subject matter wds !.rkc!r up bi

the Boald and it was decided to tal{e

up the m.lttel wi(h KSID for'rcvising

the compensation amount in rcspcct

of fire accident, and to claim balance

amounl with interest for the clclny in

paymeDt. 'fhe Boaftlhad also de.idcd

to file' rrppcal belofe IRD.\

(IDsurance l.legulatory, Jlcveiopmcnr

AuthorilyJ, il NL's. IiSID declires Llre

claim ot KSF, Ronfd.

l:rllr-l Sri! a'!1.1!i!r;liSEIl llrlr R"ioi .b3tt.r llllfl0l l(ll8
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(1) l(2) i

liaB:rsr Plra:R.t,,r ri\r11-l-.rh Frl'nrr .hird ll;r!r)l lrl!il

(3) I ts.r I

g,,.,rrl nl,,l ; 
"l,par,l 

l;ii,; i

the Inslrranca Regulatolv it]al

DevelopmcDt Authoriry (lR UA).

't hc IRDA rcfened rhe

mattcl to KSID farr reconsiderafior.

I(SID hds appoinlecl another

Surveyor SIi. M. Abdul Rahrrarr,

Thiruvananthapuraru, to cxaminc this

claim. Ilased on the report of Sri. M.

Abdul Rahnan, KSID irrforrred

IRDA rhar arguDent filrcl by I{sEB

before the Hon'b[e IRI]A arrthorities

is baseless and they ale not liable to

pay aDy additioDnl anount. Th.

IRD,\ lnfolmcJ rhe nrtt.r to thc

Board. The Roard tool( up the matf.-

with High Power Commimee in

ajovernneDt. the High Power

Corrnittee djrectecl that ccnrpetent

officials fr-om l(SFB and l(SIl) m.v

examine thc clairn in detail. rectify

de{ects if possibie and r,volli out an

agree,rble sohrtion within onc monrh.

Accofdingly, . mcctinrj r\'..s hclc

between KSEB and XSID officials

on 27104/2011. In the said meering, it

was alecided not to recollsider tLe

claim of l<Sl-lR

It may be noled

been afiangmg

witli Kerala

rhar, KSL

insufana€

StaLe

Board h.d

of Projc.ts

InsLtf;,1nce



(s.)

D"p"tlr*,rt"'il];.! ilic-ljricctlcnsl

co|taiDed ir Governmel]t (iirculals

issued from titne to tilne till l99lJ.

The implicatiorl ot roles arld

regulations related io arratrgrng

insurance o1 machirelies in inahrstf idl

installations dgdinst fire and othcr

hazards serlously affcct the ciains

disbursed by the insurance company

in the event of arr accident. The sum

ilsulecl lcrr jnsuriug rhe asscts shall

be the tfue value of the atssel Lrrrdel

t:onsialeration. Both unciel ixsLlianre

(Ensuring ;1n assoi bclo{ jts filia

value sar llr,rf ihL. prclriLurl shall bf

less) o[ over iisurance (insurirg nn

assel aI higher vnlue than its tftle

value so that the insluarce Ldn clairl

larger amounts in case of an acciderl

eveD fhough Ihe premiun] is

ploportionatel)' liglt) are not

pcrmitted. The sum iDsured be eithef

the deprecjated valuc of thc

machincry or the rcinsratemenf vilirc

oI the machiuery.

'fhe insurarce on depreaiat-^d value is

applicabje onl)' lor collrrllissiorlcd

pfojects. All tho m,rr-hjnt'rv

underyoes deprecjation and its trLra

value deLfeases iit tiue cr.rurst o1

tilnc. The sum i[sured for the assct

Fr Irrr!rlr l lrennfrli\l]lr lirlr llelJl'!! .!rrllrr lLrlll.rl! ll!8



riaIjT'SrrPlra ll.mrrlis! ll li,jr ltelrafr .hifrcrll l!01 :r)ll

t.ll(rlr inio consiclcration ils

(1) (2) (3) e) (s)
(Nachirlefy) is it\ dt.l'..iaii':l \'ilLIc

and premium is iiried accordiug to

the depfcciated value of lhr dssct.

_lhe prernium paid shall be lesser and

lesser ycar aftef year ii n.i ncci.lcnl

occllls. If an accideit occuts lhe slrm

feirnbursed by thc insuranca

company shall be only the

depreciated value of the desrroyecl

machinery ln ordef lo clairn the

reinslatem€nt value ol an assel

conseq ent to nn accid€u, (thc aost

involved in lestor-iug this assets

afresh lihe inshLlirg Lrdfrl r{,\'
lirdrhi[ef] ctc) thr asseL !|.{l Lre

insurcd for its reirstatenlent vnlue

every vear Usually this value shall

be higher than the cost of jnsrallarion

of the assets in the previots ye.1r.

Ilence the prerrium to be paicl shall

bc proportionately higher aDd highef

year after yeaf.

At the same time if rhe p|emium of

arranging insurancc with an

insllfance company in dre markel is

lori it uay become feasible lor irc

same utjlity io afrangc rilsuiirirr(: r' fh

an jnsurance conrpart-v. ln fia ansf oi

Kakli.d IltlP, the nain all.gati(nr is

thiit the eqlripn1ents were nol insuLcd



t.

I (i) I (2)tt
l

I

l

l:a.ll) Sr,Pr iarln,D.rr/lisrR rirlr R. r,!l .lr.."rd L l9 lr I .l1ll 8

iDsufance f19BBl h,as Rs. 176.:i I

('l) (s)
escalation 01 co5ts Lhc ILl(l

obsen/ed that the assets ol Kakkad

FIEP insured by KSLB fJr Rs. lB.B5

crore actually included the escalation

cost of the cquipments, bur rhc

tailure on rhe pal-l of rhe Roafd rc

specifically ment jon rhc escalarion

cosl in lhe schedule lo the insurarre

policy, led ro the ulder assessment of

65.39% of the claim by l{erala Srale

Insurancc l)epartm€nt (KSIU) stafitrg

to bc case of under insurance. Ihr

PUC also opined that inlrr-opcr

Valuatiort oI the irsllfe.l ]ierrr ,illd

ldilufe t,r rccolLl Lhe !.11[e in rL]e

ScheCuLe ol iDsurinac ftsultc,:l iD thc

Lurder valuation of dssrls. 'l hc

Il1SUralice CO!er dgdln5t clamaqe

dlrring stor.ige cL I crcctioll of a

pfojecl can be i.rken iJltl). on iltvoire

value of equipnents oI its

reinstatement valu{], llrsnring on

clcprcciated cost is not dpplicable fof

storage cum erecdon insltran.c. The

Board insured assets of Kakk.rd rn

tbe yeaf 198B at irs irlvoice value.

ln K.kkad Project, rho dautaged

equiprDent,,!as n genelatof. The carst

ol 25 MW generator inclu(linll

cleatiou (hdfge.rt the tir|e oI |aliinq



lnlih. The colt oi such.r g.rr.rntof,rr
(s)

the tlrnc of ac.i.lcnt (1992) \vis lls

510 ln]rh ( as per dctails gi!'en b!

BHE]l,) l he pcrccntage rate ol

lncfease lo1' rt _;eJfs \\ins

appro)iin)nLely 11}99/o. Tbe average

petcentage lncf€tdse |cf J/ear colle5

to (189/4)-47% of dre originnl valuc.

As per inslrrance rules loL gcrtjng the

aclual expenditufe urel by dle lSonrd

for repairiDg aDy damage (lLle lo an

accidcnt oi:curred durirg inslrfed

pcriod, the project shoulLl Lre jnsur{..l

et its reinltatcment aasl, le. the tot:,1

srLm irsrLrcrl tl]eDtorl{rd in lL|

insurarce policy shoulal br caacrl','

equal to tbe reirstatenrent cost of thl

project.

Thr. hnk,ad f'roJ.Ll !.r\

;

I

commissi(med in 1999. The

extensior of insurance lo covcr tha

risk dilring Storagc crnl Erection

contiDuecl Lrp to 1999. It Borld

jnsurr:d the project on rcinstatemetrt

basis, the total premium Jrnount

fijght have brl'll pnid is alpro\

Rs.l54f lal(h alid totai prernilur rLf

to tlle rime ol acci.lcrl i! Rs. i4.UL

lakb. But the acrLral premiun paiclbr' I

the lloaxl farf jnsuilg tlre pfcrj.rcl on

fixed aulount b.rsis .luril'rg lhe llllLll ]

t.r rt! Pr r. rfil!r ri\lll l:,rrrR.t/r,-.||cln.' rl/]!1) li)lll



(4)

li:lll5l I'l Llifix, iI.i!l.lll:ltlrR4lr.ir .hipt.r JI :')lJl l'i)lil

KSEB will loose substantial ,rnro nt

(s)
per iori is Its. 12. I liLlth irIrcl lht

,rfiroLlllt paid up to the tinlc o1'

accide t was Rs.17.Ul laldr orllli lh('

fin.il conpcnsation received lloln

KSID is Rs. 38.,18 lakh.

Cooalusion

For l<akliad project, if KSE Board

$renI {IJr inslrfance on feinstalemcnt

basis, the pfemium to be paid $ould

b{r "-eft high.

The insur r.r !l Kakl;rcl Proier i '":r''
nlrilttged in i9Bil ar,ci ullly o,rr

in-clucr was h fic fiekl 1.e. KSlt)

Ilacl the lJoard lenerr'ed insurance fof

the assets of Kakkad evely -year lrom

1988 to ]999, based on the

IelDstateDellt co5l 1 iila rcspc(:Llvr'

years (inslcad of extending lho

vaLidity period bnsed on lhf irlsured

amoullt of 19BB), definilely lhc

Boafd \\()uld have rL'nitted hrlgc

amount (Rs. 154,/ lakh) as insLtfance

pfemium lo KSID bY 1999 which is

mor0 rhan tlie e.xpenalitul'e j crnfc0

(Its. 131.26 lakh) by the BoarC tr-.

Iepair ihc daJnagc occiL!titd in ii,e

a..idert. Since ihe chance oi

occuflellce 01 ac(idant is very lillle,
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Renr rf : T'.e fu,rrrrri,ree e\prc.\eJ .'.
'r1r I r' r' \J. > uqS , glrAcn, n "l rl .

-t+elrfi he!€-tntittetd:

-fhiruvanandrapuran,
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I by \rl), of prcmrum. jr:,ufc{l

reinstaiencDt basis.

(s)

'1he insruance conlpanies lurthcr

rnfomred thnt St.iudard firc anrl

Spe.ial perilplus Fl,llh Qlrdke Lrull( !
does noL give any cover for dre

equipmeut \,vhich happered tc, be the

source of fire or olher accident.

Consideritlg rhcr .rbovc f.icts, llonrd

droppcd thar proposai.

clispleasufe lor furnishiog a vague feplv alld remarkecl
p.r,l of K\l_B 4.l..o\rti'tg rlln rnn,lct..tttot:ttt ,t ,r

L^-t.i6p 1
C.DIVAKARAN, \ *-

Chail.n1ln,
(i)nlrnittee or1 P hlic illlderrrkinss.


