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INTRODUCTION

1, the Chairman, Committee on: Public Undertakings (2019-2021) having
been authorised by the Committee to present the Report on its behalf, present this
Ninety First Report on Kerala State Electricity Board Limited based on the Report
* .of the Comptroller and Auditor General of India for the year ended 31 March, 2013
_ re]aﬁng to the Public Sector Undertakings of the Government of Kerala,

. The aforesaid Report of the Compuroller and Auditor General of India for the

year ended on 31 March 2013, was laid on the Table of the House on 10-6-2014.
- The considération of the audit paragraphs included in this report and the
examination of the departmental witness in connection thereto was made by the
Committee on Public Undertakings constituted for the years 2016-2019 at its
meeting held on 14-6-2017. '

This Report was considered and approved by the Committee (2019-2021) at
its meeting held on 8-5-2019. _ - o

The Corﬁmittee Places on record its appreciation for the assistance rendered
by the Accountant General (Audit), Kerala in the examination of the Audit
Paragraphs included in this Report.

"The Committee wishes to express its thanks to the officials of the Power
Department of the Government Secretariat and the Kerala State Electricity Board
Limited for placing the materials and information solicited in connection with the
examination of the subject. The Committee also wishes to thank in particular the
Secretaries to Government, Power and Finance Departments and the officials of
the Kerala State Electricity Board Limited who appeared for evidence and

- assisted the Commitice by placing their views before it.

~.C. DIVAKARAN,

Thiruvlananthapura.m, ' Chairman,
Bth May 2019. . Committee on Public Undertakings. 7



REPORT
ON
KERALA STATE ELECTRICITY BOARD LIMITED
AUDIT PARAGRAPH 4.8, 4.9 (2012-13)
4.8 Deficiencies in settlement of revenue arrears of HI/EHT consumers
4.&.1 One Time Settlement Scheme

Kerala State Electricity Board (KSEB) had arrears of ¥ 917.54 ¢rore of
electricity charges due from High Tension/Extra High Tensior® (HT/EHT)
consumers as on 31 December 2004 which included. T 496.11 crore (54 percent)
from private consumers, Hence, KSEB introduced (May 2005) One Time
‘Settlement (OTS) Scheme to facilitate speedy and efficient settlement of perding
disputed cases of arrears of HT/EHT consumers. Arrears of revenue. included. -
principal and interest. OTS envisaged ‘reduction of jnterest rate subject to the
clearance of all the arrears either in lumpsum or in installments. The Scheme was
envisaged for two months from May to Jure 2005 and the consumer who was.
desired to avail the benefit of the Scheme had to apply on or before 30 June 2005.
However, the scheme was further extended up to 31 March 2013 for different
category of consumers with different time frame applicability conditions
(Annexure 25). ' R

. Audit analysed the settlement of arrears under OTS Scheme during the period
2010-11 to 2012-13 and observed that: :

® As on 31 March 2013, there were 1094 consumers having arrears valuing
Y1383 crore. Of these KSEB had settled arrears of 32 cases during the
period 2010-11 to 2012-13 with outstanding dues of 785.98 crore unde
its OTS Scheme. KSEB, thus, could not achieve much progress in
collection of arrears as only 32 out of 1094 consumers with outstanding
dues of I85.98 crore could be settled during the period 2010-11 to 2012-13
by collecting an amount of ¥ 34.51 erore (¥26.31 crore towards
- principal and ¥8.20 towards interest).The year-wise details of cases
settled, amounts outstanding, recovered and waived are shown in
Annexare 26. ’ '

89 HT consumers — consumers supplied with elecrical enetgy_ét a voltage of 11000/22000/33000
Volts and EHT consumers at voltage above 33000 Volts,
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Settlement of arrears as per Govemm.ent directives
4.8.2. Waiver of Minimum Demand Charges

The Government of Kerala (GoK) introduced (February 2006) Minimum
- Demand Charges®(MD) waiver scheme which was modified from time to time. As
per the scheme, GoK had given special directives to clear the arrears of closed

industrial and plantation units with the conditions that the industrial units likely to .

avail the benefit should have functioned for minimum three years and the cases
which had been settled earlier would not be re-opened. The waiver of MD charges
levied during the closure period was applicable only to consumers belonging to
industrial and plantation category and was valid up to 31 December 2012, The

closed unit should also reopen within 31 December 2012 and function for a-

minimum period of six months after reopening. KSEB had adopted (September

2010) the Government order on waiver of MD charges on the condition that the -

amount so waived should be reimbursed by. the Government in accordance with
Section 65” of the Electricity Act, 2003. '

Audit analysed Waiver of MD Charges durmg the period 2004-05 to 2012-13.

and observed the following:

° Though the Government aimed at revival of defunct industrial/plantation
units by waiver of MD charges, 12 out of 28 units were not functioning as
on date (January 2014) defeating the very purpose of the Scheme.

@ KSEB had waived MD charges aggregating to  15.78 crore in respect of
28 consumers. Though KSEB preferred (July 2013) the claim with the
Government, it did not reimburse the amount so far (January 2014).

Government stated that KSEB had preferred the clalm with the Government

" and the follow ups were going on for the reimbursement.

90 Minimum Demand charges means fixed charges lev1ed on HT/EHT consumers based on Lhelr
contracted demand.

91 Section 65 states that if the State Government reguires to grant any subsidy to any consumer in the
tariff determined by SERC it shall be paid in advance in the manner as may be specified by the
SERC provided no such direction of the State Govemment shall be operative if the payment is not
paid in accordance with the provisions: contained in this Secuon and the tariff by the SERC shall

_ be applicable, ~

Iy
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Special dispensations for two companies

KSEB settled arrears of two companies viz., Binani Zinc Limited (November
- 2010) and Punalur Paper Mills (August/December 2010) as per dlrecuves of GoK.
In this regard Alldlt observed the following:

4.8.3 Binani Zinc Limited (BZL) had arrears of ¥ 51.69 crore as on 28
February 2011 due to a pending litigation over the authority of KSEB to revise the
tariff. The Industries Department issued directions (November 2010) to settle the
dues, It directed KSEB to adjust the amounts already remitted by them on previous
occasions, first against principal (as against the normal practice of KSEB to adjust
the amount remitted first against the penal interest) and to collect the balance in 32
mstallments with nine percent interest. It assured KSEB that the Department would
reimburse’ KSEB any concession granted over and above that offered under the
OTS scheme of KSEB.

Accordingly, KSEB worked out the amount to be remitted as per - the
Departiment directive at T 27.29 crore and treated as settled (February 2011) the
arrears of T 51.69 crore. KSEB also allowed BZL to pay this amount in 32.

. monthly installments commencing from 30 March 2011 without levying interést.
Had the KSEB settled the arrears under its normal scheme same should have been
settled at ¥ 40.80crore. The loss suffered by KSEB due to extension of concession
over and above its normal OTS scheme was ¥ 19.55 crore as detailed below:

Table 4.21: Concession extended over and above the normal OTS Scheme

(Tin crore)
sl . Principal | Interest. Totalﬁ
No. Item . pai

1 o, 3 4 5
1 [ Amount to be remitted under normal - 29.81 10.98 i 40.80
OTS Schen_les of KSEB :
2 | Settled amount on the basis of 13.60 13.69 | 27.29
" |Department's directions”

*The amounts remitted by BZL during February 2004 to Octobier 2010 which were earlier adjusted
against penal interest were re-adjusted agamst the prmcxpal thereby bringing down the outstanding’
Principal of ¥29.81 crore to T13.60 crare



1 2 '- 3 4 -5
"3 Concession granted over and above ' 16.21 (-)2.70 | 13.51
~|normal OTS scheme of KSEB q
4 |Differential Interest (between 15and9 | - 6.04 6.04

per cent) due on santioning 32
instaiments
5 |Total dues from Government e 1 19,55
1(3+4)

_ As against the total dues of ¥ 19.55 crore, KSEB later claimed (August 2011}
¥ 6.04 crore only being loss due to differential interest on settled amount payable
in 32 monthly installments. KSEB did not claim the concession extended over and
above the normal OTS Scheme amounting to ¥ 13.51 crore. ‘

The Department did not reimburse even the claimed amount of ¥ 6.04 crore
so _fai' (January 2014) as Finance Department rejected the claim stating that the
* Govemnment Order (GO) was issued without consulting them and no provision was

made in the Budget for such payments. - '

_The Power Department stated that as per GO the amount already paid by the
consumer was to be adjusted against the principal, the interest was to be charged at
the rate of nine percent on the balance principal and the consumer be allowed to
remit the arrear amount in 32 installments. No interest was to be charged during the
installment period. Such' concession granted over and above OTS would be
reimbursed by Govemment. It disagreed with the calculation of Audit stating that it
was not matching with the accounts of KSEB. o

The reply was not acceptable as the Department had assured™ reimbursement
" of the amount of concession granted by KSEB over and above that offered under
OTS scheme of KSEB. In this case, as KSEB adjusted the payments already made
against principal and applied interest rate at nine percent as per GO as against 15
percent permissible in cases where payment is made in installments this deviation
should have been considered by KSEB for claiining reimbursement. Further, Audit

92 GO No.1555/2010/Industries dated 6-11-2010
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'had worked out the loss on the basis of normal practice of adjustmg the payments
already made in the order of priority prescribed™ in the Supply Code and by
applying 15 percent, mterest as the settlement was made in monthly installments
and not in limpsum. . - :

4.8.4 The arrears of T 16 crore payable by Punalur Paper Mills Limited,
whose service was under disconnection from October 1992 due to non-payment of
electncny charges, was settled (September 2011) at ¥ 0.95 crore by waiving
T 15,05 crore. This settlement was made as per Government Order (August/.
December 2010) adopted by Full Time Members (FTM) in September 2010 and -
Full Board in May 2012, While adopting the GO, KSEB also decided to approach
the Government to make good the loss due to implementation of the order under
Section 65 of the Electricity Act 2003. Audit observed that the Government had
informed (July 2011) beforehand that Section 65 would not be applicable in this
case. The decision of the Board to waive the dues without ensuring reimbursement
from the Government resulted in a loss of ¥ 15.05 crore to KSEB. '

" Government stated that an MOU had beer signed between the Government
and the Company during 2002 after a series of high-level deliberations with
various departments . including KSEB. Government had given waiver of MD
charges, incentive and subsidies, exemption in taxes, duties etc. in order to promote
industries with a view to increase employment opportunities and such other benefit
to society. The reply was not acceptable as KSEB failed to apprise the Government

~ about the provisions of the Act and loss sustainable by giving concessions as per
GOt 'safeguard its financial interest. '

The revenue arrears as on 31 March 2013 stood at a }ugh ¥ 1383 crore. Thus

. it can be seen from cases cited above that introduction of OTS and issue of special

directives for settlement of arrears did not result in'collection of even the reduced

dues. Since the chance of settlement of arrears was not encouraging, stringent

- action against defaulters should be taken and revenue recovery proceedmgs
initiated by KSEB as envisaged in the Codal prowsmns-‘"

93 As per section 22 of Supply Code 2005, payments made by the consumer will be adjusted in the
following priority.
1. Interest on duty arrears 2. .Duty Arrears 3. Interest on electricity charge arrears 4. Electncny
charge arrears 5. Current menths due.

94 Clause 36 of KSEB Terms and Conditions of Supply, 2005.



4.9 Undue favour
Undue faveur of ¥ 0.56 crore to contractor due to non-levy of penalty.

Kerala -State Electricity Board (KSEB) commissioned Neriamangalam
Extension Scheme '.(NESj in May 2008 as an addition to the series of power
development projects in Mudirapuzha Basin eﬂvisaged to utilise about 40 per cent
{167 million cubic metre) of total spill water of existing Kallarkutty Reservoir to
generate 58.27 MU per annum. The Hydro Mechanical and .Electro Mechanical
works of the NES (1x25MW) was carried out by a Consortium of Contractors™ at a
cost of ¥ 35.06 crore. The Provisional Acceptance Certificate (PAC) of the project
was issued on 17 September 2008. Performance of the NES station was covered by
a Barik Guarantee for ¥ 77.40 lakh for a period of three years up to 16 September
2011 which was further extended to 30 March 2013, | '

As per Clause H-47 of.the tender conditions, forming part of the agreement
executed (May 2003) by the KSEB, the Contractor was bound to ensure
performance of the power project and to guarantee repair/rectify the defects free of =
charge for a penod of three years from the date of compleuon of erection of
machines and ﬁnal tests or date of commercial operation whichever was later. If
the defects occurrmg during the guarantee period were not rectified. by the '
Contractor within reasonable time, penalty for ‘the delayed period beyond
reasonable time, at the rate of T 50,000 per day, had to be charged for compensating the
loss in generation. KSEB was empowered to fix the reasonable time -for
rectification, taking into account various aspects,

During the guarantee period, there were two major and three minor forced
shutdowns due to machine fault. Audit noticed that, there was a delay of 111 days
beyond the reasonable period of 20 days determmed by KSEB after 38 days of

- shutdown for repair as indicated below: :

95 VA Tech Escher Wyss Flovel Lu:mted Farldabad VA 'I'ech Hydro (P) Limited, Bhopal and Asian
Techs Ltd. Emakulam.
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Table 4.22: Details of shutdown and time taken to rectify defect

- " { Reasonable timé Delay in

Period of | Total No. Of | Reason for . eas ¢ excess of

: : ‘ fixed by KSEB to .
shutdown days shutdown B reasonable
rectify defect L.
- time(in days)
| 6-9-2011t0 169 Water leakage { Within 20 days 111
v 23-2-2012 through shaft | from 14-10-11 i.e.
seal by 3-11-11%

‘As seen from the above, the Contractor took 111 days more. than the
reasonable time for rectification of defects. Further, there was reported generation
loss of '18.716 million units of electricity and KSEB had to incur an extra
expenditure of ¥ 7.26 crore”” towards purchase of electricity from outside sources,

The penalty tecoverable as per the agreement worked out to ¥ 0.56 crore®® for
111 days at the rate of ¥ 50,000 per day. KSEB, however, did not invoke any
penalty for the delays as envisaged in Clause H-47- of the agreement even when
there was reported generation loss. Further, in the absence of recorded reasons,
Audit could not verify the rationale behind fixing ¥ 50,000 per day as penalty. In
this context it is worth mentioning that in a similar contract for another project
awarded to the same contractor, the penaity was fixed at ¥ 10,000 per day per 0.5
MW capacity of the project. ' T . ‘

- The Government stated (September 2013) that the Contractor was required to -

make some design changes to avoid recurrence of faults of the machine and

» therefore 169 days taken by the Contractor was reasonable and the design

modification accrued advantages to the Board in long run. It was also stated that

. the Chief Engineer (Generation) had recommended for recovery of penalty to the

. extent of ¥ 12.50-lakh and same was not imposed considering the above benefits to
KSEB. o : ) _

96 The Chairman of KSEB convened a meeting with the Contractor on 14 October 2011 (after 38

days) and ordered to complete the rectification work within 20 days (i.e. by 3 November 2011),

Thus, against a total delay of 169 days, 58 days were excluded and the balance 111 days only

considered, ) .
97  Reckoned at the average purchase price of ¥3.88 pet unit during 201J-12

98 50,000 x 1i1 days =255,50,000
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The reply was not acceptable as the Contractor started rectification work only
“on 10 February 2012% (157 days after shut down) and completed the work within
14 days and the machine was synchronized to grid on 23 February 2012, This
indicated modlﬁcauon was a minor one and necessitated due to the defect in -
equipment, . _ . "

Thus, the Board favoured the Contractor Ey ndt levying penalty amounting to.
¥ 0.56 crore. This was despite reported generation loss of ¥7.26 crore. :

*

~ [The Audit Paragraph 4.8 & 4.9 contained in the report of the C & AG for
the year ended 31* March 2013] -

The notes furnished by the Government on the Audit Paragraph are given in
Appendix II.

Dmcussion and findmgs of the Committee

The Comnuttee learnt that KSEBL had failed to recover  arrears of -
electricity charges worth ¥ 973 crore due from High Tension/Extra‘High Tension .
(HT/EHT) consumers during the period 2010-11 to 2012-13 under One Time
Settlement Scheme (OTS) introduced in- 2005; and sought cxplanatlon in this,
regard from the concerned officials .

The witness explained that as on March 2013, HI/EHT consumers, were

~ having total arears due amounl:mg to ¥ 973 Crore. Out of this, ¥ 413 crore came

. under litigation cases and out of the remaining amount of ¥ 560 crore,
State/Central Government Departments and institutions had arrears amounting to
about T 102 crore, Kerala Water Authority about ¥ 244 crore and Private
consumers about ¥ 197 crore. Out of the total arrears of ¥ 973 crore, only the
dues from private consumers ( ¥ 197 crure) could be recovered effectively and

© ¥85.98 crore had already been recovered. It was also difficult to compel .
Government institutions to settle their dues as they might stick on to lame excuses
such as lack of enough budget 'provisions to pay the arrears. The witness further
_revealed that the dues can however be'recovered. wuhout much difficulties by
disconnection notices. v

99  As per the detailed report (March 2012) of the Deputy Chlef Engineer (Generation), Meencut on
’ second forced shutdown. - -
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The Committee pointed out that disconnecting electric connection in -
Government departments would adversely affect the public and besides it is not
fair to make the public suffer for the lapse of Government Departments,

The Committee enquired whether the figures of arrears were correct and
‘whether these arrears have been realised by the Board. The witness replied that the
figures were correct and the success of the OTS scheme depends on the interest
of the consumers in utilizing it. The Committee noted that through OTS Scheme,
* KSEBL, had recovered arrears from Private consumers amounting to ¥ 85,98

crores, i.e. greater than 50% of the arrears due from private consumers.

The witness added that Kerala Water Authority (KWA) has the major share
of pending dues amounting to ¥ 1500 crore i.e. (60-70%). KWA is well aware
that the Board will not issne disconnection notice for non-payment of arrears. The
Committee enquired about how much amount has been recovered from their plan-
fund and the witness replied that the said amount has not yet been recovered. -

 The Committee- enquired about the dues pending with Local Self
Government institutions. The witness teplied that institutions under LSGD have
arrears amounting to ¥ 190 crore and that it has been agreed 1o recover the
amount from their plan funds. S

The Committee demanded to know the details of arrears yet to be recovered
by the Board. The witness replied that arrears amounting to about ¥ 2200 crore
have yet to be recovered by the Board out of which the share of KWA amounts to
about ¥ 1500 crores. ‘ '

The Committee enquired whether the Board has taken measures to realise
the arrears of ¥ 413 crore pending under litigation, The witness replied that
measures have been taken by the Board to recover such dues and case hag been -
filed through the Standing Council in this regard. At a meeting of Standing
Councellors in Kochi, it was found that 58 petitions and 36 writ appeals have not
been filed so far and a period of one month has been given fo( the settlement,

. The Committee remarked that the financial management in KSEBL was
_ indisciplined. The Committee opined that the main reason for its loss could be

attributed ‘o the lapse in the recovery of arrear dues and  OTS Schem
implemented had also not helped KSEB 1o recover ts dues. - - S

957/2019.
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. The Committee enquired whether the OTS period has expired. The witness
informed that the OTS period has expired and that the approval of SERC js
essential for any OTS, and at present there are several OTS schemes under the
Board. The witness further explained that KSEBL has not effected any -
disconnections for non-payment of dues last year, eventhough the Board has been
facing serious financial crisis and has suffered a loss of ¥ 1650 crore this year.

The Committee wondered why huge losses occurred despite the hike in
power tariffs. The witness replied that hike was only nominai and the economic
benefits due to that would reflect only in the coming years.

The Committee remarked that KSEBL had not commissioned the projects in
time and projects for long period had been pending for various reasons and
KSEBL had retreated from its goal to product power and its role had changed
from that of a power producer to a power trader since the Board currently gives -
more priority'to purchase and sell power than power production. The Committee
enquired whether the Board has any new plans to overcome this situation. The
, witness explained that KSEB has currently 24 small Hydro Electric Projects.
Many projects had been devised with the aim of producing 24-25 MW elect:ricity.'
out of this 9.were ongoing projects. These projects were expected to supply 10
MW of electricity this year, 50 MW next year and 64 MW in the following year.
The ultimate aim was to produce 300 MW clectricity by 2020. They were mostly
situated in Idukki, Kannur and Kozhikkode d.lstr1cts The stalled Pallivasal Hydro
Electric Projects has been revised and re-tendered. He added that about 70% of
the electricity for domestic consumptnon of the State has been purchased by the
Board from outside and Tariff rate fixed for the power producers in the State'is 5
- Rupees 36 paise. ' '

With regard to the Rajiv Gandhi Combined Cycle Power Plant at
Kayamkulam, the ‘witness replied that the plant was almost ready and would '
become operational with the laying of pipeline. However, this might lead to
escalation in power tariffs. The witness added that KSEB is focused on providing
electricity at the cheapest possible rates in Kerala, at the same time, to enable this, .
KSEB has to give more importance to power purchase than domestic power
production within the State. g -
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To a query about the proposed Solar Plant at Kayamkulam, the witness .
replied that the project was being carried out by NTPC. Power rate was vcry hlgh '
and the project was expected to yield 170-200 MW electncnty

~ The KSEBL official also informed the Committee that when compared to other
states, KSEBL has surplus power at hand in the present situation and it intends to
swap non peak power. Despite a 53% scarcity of rainfall in summer season, KSEBL
had not imposed any power cut or load shedding on its consumers as it had
purchased sufficient power from outside sources despite suffering a loss amounting
to ¥ 1600 crore.

_ The Committee demanded to know. KSEBL's plans of providing electricity
in future on account of power scarcity. The w:mess explained that the existing
contracts of KSEBL are of long term extending upto 25 years and in the present
situation out of state's average demand’ of 4000 MW e!ectncny, only 1500 MW
can be produced domestically and 2500 MW has to be purchased from the outside
sources.. Thermal Power Supply from the Coal stations were going to be reduced”
due to changes in the climatic conditions. Even though Kayamkulam - LNG

~ Projects was neanng completion the Power Supply from this will be of higher

rate. Solar and wind generated electricity was also very expensive due to high
costs on land. However, power was available for purchase at very low rates from
outside sources. It was found that in India, power projects of 60000 MW
capacity were currently in the implementation stage. At present, there were no
barriers to power purchases from outside and this would' enable KSEBL to

provide electricity to its consumers at very low rates. Policy decisions have to be .

taken by the Government as to whether to produce electricity domestically or to

purchase it from outside sources. N.T.P.C has proposed to provide Solar Power at
rates of * 3.10 per KWH to the State.

~ The Committee sought to know how the Board plans to produce 1500 MW
of electricity within the State. ‘The witness replied that domestic production target
of 1500 MW electricity was expected to be made through the Hydro Electric -
Pro;ects In the State along with the establishment of 200 MW Solar Park in
Kasaragod district.
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The Committee remarked that KSEBL must ensure that the domiestic
production of electricity should not fall below the target of 1500 MW. KSEBL
must take drastic measures to increase the domestic production of electricity and
the remaining power needed should be purchased from open market and provided
to consumers, ’

The Committee enquired about the functioning of generators in various
"Hydel Power Projects of the Board. The witness replied that- generators in
- Moolamattom Power Station and a generator of 150 MW in Idukki Power House '
were set to be shut down for renovation. A reactor in Sholayar Power Station was
shut down for renovation. Annual renovation works were usually carried out
during periods of low power demand. The renovation process was expected to be
. completed by March 2018. He also added that the Board has taken measures to
replace old and worm out machinery with new ones.

The Committee enquired whether the Barapol Generator has started-
functioning. The witness informed that measures have been taken to
operationalise the power station and that all the generators in the station have been
:repaired and made functional. He also added that the Barapol Project was a pilot
project and there were ro similar projects anywhere in the country.

The Committee enquired why the Board was unable to increase the number
of small Hydro Electric projects within the State and noted that the Board has not
invited tenders for even 10% of the proposed smail Hydro Electric projects. The
witness explained that the Board faces several set backs related to forest clearance,
envircnmental clearance and non availability of land which hinders the tender
proceedings. Projects like Anakkayam were located in Tiger Reserve Areas where
the National Tiger Conservation Authority had blocked activities like tunneling
and blasting and therefore the Board was unable to implement those projects.

The Committee sought explanation with regard to the arrears to be remitted
to the Board by Binani Zinc Ltd. The witness replied that the Government had
issued directions to the Board to provide concession to the Company through a
package. '

The Committee pointed out that the pendiag dues shouid be recovered soon
by the Board as the Company was cxpected to be taken over by a private party
for a new project.
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The witness explained that the Board was carrying out negotiation with the
Company, and as per the agreement the Company has informed that production
would be staried only after the settlement of arrears with the Board within 6
months. At present, the Company does not use electricity from the Board.

The Committee expressed its concern over the threat posed to the Kallada

river due to the industrial discharges from the Company's Plant once the Company

 starts its operations. The Committee noted that several water supply schemes

were associated with the Kallada river and hence poisoned water dzscharged from
the Plant poses high risk to the public.

‘ The Committee sought clarification about section 65 of the Electricity Act,
2003,

The witness explained that with the implementation of Electricity Regulatory
System, KSEBL, being an independent distribution company, vught to be run in
commercially viable manner, Its income should meet its expenditure. KSEBL
should not provide any concessions/subsidies to any of its consumers. If such
subsidies were to be given as per Government policy, it was obligatory for the
Govt. to compensate the loss sustained by the Board by grantmg buclget
» alocation. '

-The Committee pointed out that_ as per audit observations, an amount of
T 21,70,22,651 had been_rcimbursed by Govt. on aécount of subsidies granted to
the Punalur Paper Mills by the Board in 2011 and enquired whether the said
amount had been credited to the account of the Board. The witness replied that
" the Power Dept. has issued orders regarding reimbursing the amount to the Board
but the Finance Dﬁpartmwt has refused payment citing lack of adequate budget
provisions. .

KSEBL has been able to avail a portion of the reimbursed amount through
duty adjustments. The witmess also brought to the notice of the Committee that
~ bulk amount was still pending with the Govt. This amount has to be reimbursed as
per section 65 of the act,
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‘ Observaﬁonslkecémmendations.

1. The Committee finds that arrears amounting to ¥ 2200 crore are yet to be
recovered by the Board from various consumers out of which Kerala Water
Authority has major share of ¥.1500 crore. The Committee recommends to conduct
a high level meeting of Water Resources, Local Self Government and Power ’

departments for taking decision to recover the arrear dues from the plan fund of
Kerala Water Authority.

3. The Committee observes that the One Time Settlement scheme
implemented for settlement of arrears of HT/EHT -consumers has not helped
KSERL to recover its dues and that this scheme is not successful in the case of
State/Central Government departments and institutions/PSUs.. The Committee
recommends to take urgent steps to Tecover the arrear dues, from all State/Central
Government departments, institutions and PSUs within three months and report to
the Committee. ‘ ' ‘

3. The Committee notes that HT/EHT consﬂmefs were having total arrears -

due amounting to ¥ 973 crore.as on 31- 3-2013 of which ¥ 413 crore came under
litigation cases. The Committee wants to be furnished with present posmon of .
_ settlement of arrears pending under litigation.

4, The Committee demands a detailed report on the final settlement of dues
of arrears of electricity charge by Binani Zinc Ltd. (BZL) to the Board.

5. Expressing its concemn over. the pollution threat posed to Kallada river in .
the premise of BZL, the Commiitee recommends that the Board in- consultation
with the Pollution Control Board should examine the state of water pollution in
Kallada river as a result of industrial discharges from ‘the Companys Plant when
the Company starts functioning.

6. The Committee wants to be furnished with the details of action taken by
the Board to reimburse the amount_on account of subsidies given to Punalur Paper
Mills in 2011 as per section 65 of the Electricity Act, 2003.

7. The Committee criticizes the Board for 'givingr undue favour to the
" contractor of Nereamangalam -Extension Scheme by not levying penalty, -
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amounting to ¥ 0.56 crore, for violating the tender conditions regarding the
guaranteed repair/rectification of the -defects within the stipulated time. The
Committee opines that KSEBL incurred an extra expenditure of ¥ 7.26 crore
during 2011-12 towards purchase of electricity from ocutside sources due to
genei’dt.ion loss occurred by forced shutdown of the machinery. The Committee
recommends to take stringent disciplinary action against the defaulted officials and
to realise the penalty amount with interest from the accused contractor.

8. The Committee observes that the Board gives more priority to power .
purchase than power production. The Committee recommends to complete the
ongoing projects, increase the number of small hydro electric projects .and to
. modernise generators and wornout machinery inorder to achieve targeted power
- production. The Committee also recommends to take adequate measures to ensure
that domestic production of electricity should not fall below the target of 1500
MW. ' ‘

9. .The Committee recommends to improve captive generation of power in
* suitable places, The Committee urges that the Board should consider low cost
projects and shouid devise new environment friendly technologies for power
production.

10. The Committee opines that the Board should divert from conventional
dam based power generation and wiers should be constructed for Hydro electric
“power production as it would considerably reduce costs as in the case of
Gurumoorthy Project in Tamilnadu which produce electricity in 8 stations by using
: the same water.

, Thiruvananthapwam, , C: DIVAKARAN,
8 May 2019, ) : _ Cbzunmm
' Commmec on Public Undertakings.
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" APPENDIX-]

- SUMMARY OF MAIN CONCLUSIONS/RECOMMENDATIONS

SL
No.

Para
No.

Department
Concerned

Conclusions/Recommendations

m

@

- (3

L))

1

Power

"| ¥ 2200 crore are yet to be recovered by the Board

The Committee finds that arrears amounting to

from various consumers out of which Kerala Water|
Authority has major share of 1500 crore. The|
Committee recommends to conduct a high level
meeting of Water Resources, Local Self
Government and Power departments for taking
decision to recover the arrear dues from the plan
fund of Kerala Water Authority.

Power

The Committee_' observes that the One Time
Settlement scheme implemented for settiement of

| arrears of HT/EHT consumers has not helped, - )

KSEBL to recover its dues and that this scheme is
not successful in the case of State/Central
Government departments and institutions/PSUs. The|
Committee recommends to take urgent steps to
recover the amrear dues, from all State/Central
Govemnment departments; - institutions and PSUs
within three months and report to the Committee.

Power

~!litigation cases. The Committee wants to be

The Commmee notes that HT/EHT consumers were
havmg total arrears due amounting to ¥973 crore as
on 31-3-2013 of .which ¥413 crore came. under

furnished with present position of settiement of
arrears pending under litigation,




-4

Power

The Committee demands a detailed report on the

|final settlement of dues of arrears of electricity

charge by Binani Zinc Ltd: (BZL) to the Board.

Power .

Expressing its concern over the pollution threat
posed to Kallada river . in the premise of BZL, the
Committee recommends that the Board in
consultation with . the Pollution Control Board
should examine the state of water polution in

|Kallada river as a result of industrial discharges

from the Company’s Plant when the Company siarts
functioning. ' :

Power

The Committee wants to be furnished with the

‘details of action taken by the Board to reimbursé the

amount on account of subsidies givei; to Punalur
Paper Mills in 2011 as per section- 65 of “the
Electricity Act, 2003.

Power

The Committee criticizes the Board for giving

/undue favour to the contractor of Nereamangalam

Extension Scheme by ~ hot levying penalty,
amounting to ¥0.56 crore, for violating the tender
conditions regarding =~ the = guaranteed
repairfrectification of the defects _within the
stipulated time. The Committee opines that KSEBL
incurred an extra expenditure of 7,26 crore during
2011-12 towards purchase of electricity from
outside sources due to generation loss occurred by
forced shutdown of the machinery. The Committee
recommends to take stringent disciplinary action]
against the defaulted officials and to realise _the
penalty amount with interest. from the accused
contractor, ' -

957/2019.
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" | Power

The Committee observes that the Board gives more

| priority to power. purchase than power production. -

The Committee recommends to complete the
ongoing projects, -increase the number of small|-
hydro electric projects and to modernise generators

-and wornout machinery inorder to achieve targeted

power production. The Committee alse recommends
to take adequate measures to ensure that domestic
production of electricity should not fall below the;
target of 1500 MW. '

Power

The Committee recommends to improve captive

generation of power: in suitable ~places. The!.
Committee urges that the Board should consider low
cost projects and should devise new environment
friendly technologies for power production.

10

10

Power

The Committee opines that the Board should divert

| from conventional dam based power generation and
‘wiers should ‘be constructed for Hydro electric

power production as it would considerably reduce
costs as in the case of Gurumoorthy Project in
Tamilnadu which produce electricity in 8 stations by, - '

‘using the same water.
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~ APPENDIX II
. NOTES FURNISHED BY GOVERNMENT ON THE AUDIT PARAGRAPH
(AUDIT REPORT 2012- 2013)

a. !{ - — - '.:4‘.": '.:

R - T ,Qop,, %uwéy&m
a8 | o : T

! ‘ ' i -

‘ : . . : As per the  quarterly  arrear

£.8.1 : s

istalement  as on March 2003,
IHT/EMT consurers were having a
. o . total arear amounting v 973
Pl ' icrores. Out of which an amount gy’
: - ‘ B .T413 crores comes under litigation.
I o , |!n the balance amourting tp 560
.crorer State/Central Governmem
II'IS[I([I“UFI S share comes r\bl\l&l
E?lOl crofes. Minor Intigation and
EKWA consumer s share comes to
}aboul ‘244 crores, .

! It may please be noted that a5 per
‘1he quarterly  grrear  statemnen

!fabstract attached a3 Annexure lor
! _ " reference). private consumers have
i : . arreass only 1o the tune of Rs. 197
if - reroces (principal). The swtus of
\ . ‘

Revenue  Recovery FEQUISITIog
vinitiated i respect” of privite
jconsumers as on 31-03-2003 i
roiched below.

{ Principal amount (without
litigazion)- T104C.

i . : . i Principal amount (urder
f i ’ “itigation)- 48 (',

As cant of the. OTS SLheme KT

: : . . . ‘BOdld had .settled the cutstanding

: . ‘Arears  amounting o 28598

’ “crores. As such, it can be seen ¢ Bl

"KSE  Bourd . had awhieved

. - commendable progress n settling

' the dues ol privage consumérs

* Government istitutions wsus sty do

nol show much interest setiling

S dues tnder  One - fime
- Setliement Scieme -
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.t e

): . -'...

From the fved back gathered from
the consurrers having- arrear. us

fthey expecied some reduction inl

part of the follow up ot the OTS
Scheme, " is felt thm they
‘expecu:d a Rurther mare reduction
lin the rate of interest for setiiing.
uhe arrears. Further, in the case of
|c0nsumcm having disputed arrears.

ithe pring pal  amount  also  for
sseftling the arrears as they have
jagitated about the enforeeability of

Araising the demand.
. -

“En this connection, it may be roted
‘that MD waiver is granting afier
‘obtaining the necessary certificates
- from the District Industries Oflicer

-| as required uh'der the Government

Oraer. 'There is no  specific’
conditior: laid dows in the Grder to
withdraw the ‘benefits granted if
the unit shut down in a few months
tafter availing the benefis.. The
onty coxdition laid down in the
order i3 that the unit should
functior six months after availing
1]1!16: berefit. The mode of working,
vthe quanum of electricity 10 he
‘consumed, namber of people to be
‘employed ete. are not included as o
ipre condition  For  pranting . the
jbencfil onee the unit is revived.
1There are District  [ndusiries
'Officers in all . districts to walch
these .units and they are checking
the misuse of the amnesty offerad
“fto th: industrial units for s
drevival An  amount. of 1378
icrores being  the  MD . waiver
lgmnlud have_ been included mn the
netting of dues amounting o
1-?58.‘.'8 crares ~ between  ihe
! Government and KSEBL wide GO
(M.S) No.1772015PD  dated
CI3.00.2015 wem Noi(5)-Page !
of Krrals Gazatie No 1209, '

— e e

B
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Mis. Binani Zinc Ltd., consumer
code -¥/701 is ‘an EHT consumer
under Transmission  Circle,
Kalamassery with a contract
demand of 18000KVA. - The
consumer. . st brmiited -a
representation  _ before the
" Government for the settiement of
"I50ps tariff issue (Tariff increase
twith effect  From  81-10:2002),

'convened by the Honble Minister
1for  Electricity “and  Honourable
Minister for industries on 05-08-
2010 for sestling the ‘issue.  The
arrear details of the consumer for
the 50 Ps issue in connection with
the revision of tariff from 072002
‘i with normal interest {24%). is as
given below, : ’
| Principal amount

- 730,0450.254¢

, Interest (@ 24%

b 2257959501
| Total  -¥5:.384,00755/-

ln this connectid 1 it may please be
inoted that in the audit para the
amount 10 be remitied by the
jconsumer under normal Qrie Time

4y

i Setttement Sche ne of KSE Board -

Ele.’, is noted as 29.81 crores is not

ycorrect, The :nierest rate prevailed |

“at that time wai 13% for norinal
One  Time Setilement  with
instalment tacility.

In the above meeting it has been
propused that the amount already
Jpaid by the consumer by way ol
‘coun orders for 14 crores, us per

" Government dirzetion T12.38.087 -

Accordingly a jo'nt meeting was -

P
{
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Tand the adjustment of intecest wn

security deposit  amounting @
£35.38,792/- after deducting TDS:

and the pre-92 benefit amounting
{to T1,96,91.70%/- to be adjusied
L against (k2 principal amount. Atter

these adjustments the balavce
-‘principal amount is 10 be charged
,interest T 9% per annum and o

"allow the consumer to remit the
jbalance amount in 32 monthly
{instalments. 10 the consumer fails
lto rems any of the instalment

" amount 11 due date, interest @ 9%

s w te charged on  belawed
Sinstalment/ instalments.
‘Govermrent * have examined the

jabove proposal:=m detail  and |

demdcd i0,accept the proposal and

orders issued accordingly vide G.O-

‘dated 04-11-2010. it is also
ordere¢  that any concession
allowed by the K.S.E.B Limited in
laddmon to the prevailing- One

| Time Settlement, such concession -

jwill  be  reimbursed by the
'ndustries . Department.

i Accordingly the Board issued
© orders vide B.O dated 07-01-201

Himplementing the G.O dated 02-
09-2000 (pre-92 tarift concess: o)
rand G.O dated 06-11 7010 (50 [-‘
|ssuc)

i The arrear amount pending against
the censumer (afler adjusting the
ldue arount o consurner agairst
| principal) as per G.O dated 02-U9-

© 12010, €4-11-2030 and B.O dated

07-01-2011 has. been calculated
yand it comes to ¥ 27,28,77,264!-
] : :

';i:e,, Principal amount -
¥ (3.30.81,665/- Tnterest @ 247
2T13.0895.590,

< Towl - L¥2728.7726%:-

The consumer was aflinved
Tremit the abeve amount i
instamients and  the same W oo
remnined promatly,

P The utove facts were subimitied ™

i




23

=

the KSEB 1w the Government
(Additional * Chief Secretary ia
Government,  Industries  and
«Commerce) wita the due request Lo

jreimburse: the fess sustained by the

Beard by implementing the 6.0

idated (R2-09-1C & '06-11- 2010 as

per Sect-on 65 of Elecwricity Act
2003.

Subsequently, Government have
directed 1o furnish the detailed
calculation staitment regarding the
reimbursement - Accordingly.
detaiied calculation statement has
been submitted to the Government.
In the carfier Government Order
_dated 06-11-2010 Government had
idicected to adjust the amount
already paid by consumer against

“ithe prucipal amount. Ut may

please be noted that Government
of Kerala has also ordered that any
concession allowed by the K.S.E.B
jLimited in  addition to the
prevailing OTS, that. concession
only will be reimbursed by the
ladustrizs Department. Here the
concession over and above as per
,OTS ® the concession allowed in
| interest rate. That is the difference
“between 15% and 9% (15% is the
0TS e wit instalment facility).
The interest loss comes to 2
:6,04,70,097:- and - the KSEB
.leltell has raquiested 1o reimburse

|thc same from Government in

|Industries . Jepartment,  But
| Government could not reimburse
the claired amount of

) l ?6,04_1,'.’0,097# as Finance

| Department  rejected  the  claim

| stating that the Government order

twas issued  without comsulting
lhem and ne provision was made
tn the Budget for such paymems.
The avove order of the Finance
Depariment is * against the G.)
dated O6-F1- 2040

The conssmer made  shon
remidanee excluding the taniff hike
“from 0202 10 11/07 and filed-
various  cases before  Hon'ble
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Supremf-Cuurtl High Court and
other Lepal Forums. Hence., there

swas  legal  bar  for  effectmg

discomection against ine
consumer . Later the consume
had withdrawn the case from e
Legal Forums. and summined
request i the Government lor
sseltlement only after  the
‘withdrawal of the cases from
ivarious legal forums by the
feonsumer. Hence K.S.E.B Limited
'was not in position to disconnect
jthe service before the, settlement ot
larrears. In this connection, it may
iplease be noted that there was ne
Haxity on the part of K.5.E.Boasd
tin discoanecting the service of the
{consumer at that point of time

484

_The Govermment as per G.O (M3}
“No HRO2010/D dated 20-08-2010
“had mtrodm:‘d a revival packuse
“for restarting the operaton uf
(Mis.Bunalur - Paper * Mitls: -~ The”
.packag envisaged inter alia, ihe’

‘i follow:ng concession t'rom the par

) thS E. BUnrd

% I. . KSEBL _will ailow.
| company to - settle  energy
i

crarges at ¥ 44.78 lakhs wih
wierest (@ 6% fom the date of
disconnection. ’

0 2. KSEBL wilt waive all otiier’
charges including MD charges
1. Governmem  will  wahe
: electicity duty.
14" KSEBL will restore power
E connection afier receiving arced
i encfay  charge and installation.
il charze, _ .
'As decided in the” FTM in i1
1 meeting held on 27-09-2010 KSER
tdeciced “10- comply  with  the
{ Government Order and approachad
“the (overnimert 1o make gow the
iloss sustamed by the Board a~ oo~
ec.05 of'the Electricity Act h\?‘“
8 O UEMING 2036/ 2000 daie,
:D--‘JOIU.V\ ase tssued w this ok
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957-2019.

| However, Mfs.'f.’.unalur Paper Milis

was nol a matter of subsidizing &
defaulier but 2 packsge tor
reviving an industrial wnit and
hance Sec.65 was not applicable in
this case. Sec.65 of the Elecericity
Act speaks only about the subsidy
the Government lntends 0 provide
W any consumer or ciasa ol
consumers.

| The above Government Order was

issued. in pood faith by - giving

‘twaiver of MD charges incentive

and subsidies, €xemption in taxes,
duties etc tor promotmg industeies
with - view  to  increase
émploymem opporiuaities - and

- | such other benefit to society.

Lo -his regard pleasé be noted that
an amount of 321,70,22,651/~ had
been reimbursed by Govemment .

Reparding " Revenue Recovery
Action, requisition for an amount
of #524 crore (including interest):
hud. been made 1o Revenue.
autnorities of wvaricus” Revenue:
Districts. Out  of which,:
requisition ‘for about T46 crore.
against  six defauited €ONSumers’
had been gwen during the pasi six
moiths.

In order 10 speed up the recovery
Process, representatives. of  the |

|office  discussed  various issues’

wiliv Palakkad and Chittur Depiny
Tahsildars on 22nd and, 23rd of
Ma-ch 2016. Co-operation of the
Revenue Authorities was sought in
this regard and it has been decided 1
lo-vrork in close co-ordination with
varivus Revenue Authorities b
Spt‘t d up the recuverv proceedmgs
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TProvisional  Acceptance Certificate "(PAC)was issued on
17/0972008. As such the guarantee period is 3 years from
17/09/2008 i.e. upto 16/09/2011. - :

As per clause H-47 of the contract -agreement, if the
contractor fails to rectify the defect during the guarantée period,
Jif any, within a reasonable time a penalty @ Rs. 50,000/- per day
{shall be charged to compensate the loss in generation for the
delayed period. _— '

During the period 6/09/2011 to 23/02/2012 (169 days), the
unit was under shut down due to water leakage through shaft
seal and for the subsequent rectification works. Audit admitted
only 58 days (38+20) as reasonable time for repair and observed
that the remaining 111 days (169-58 days) as the delay period
and heace penalty should have been imposed on the contractor
‘1@ Rs. 50,000/-per .day amounting to Rs. 0.56 crores (lil
x50,000/-). This is interpreted as an undue favour to the
contractor by the Board. :

! Bmergency shut down of the machine at Neriamangalam
Exiension Scheme was taken on 26/08/2011 due to severe water
Ieakage through shaft seal. On inspection by Board Engineers,

tinspection of shaft assembly was conducted by M/s Andritz
Hydro & the Board Engineers on 31/08/2011 and it was found
{that the slide ring made of phenolic resin has been considerably
worn out and the metallic L. shaped ring (counter raceway) on
which the slide ring is bolted was also worn out. The rotating
ring ( Fastening ring) on which slide ring rubs have also started
wearing along with adjacent bolts, M/s Andritz Hydro -carried
lout the rectification work of shaft seal assembly with the spares

it was observed that the slide ring ( shaft seal) made of phenolic|
resin Was- Worn Out in a iapered manner. A delaiked joini-

available at site., and the machine was put back to operation onj.

L

4/09/2011.
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Annexure 25

Statcment showing Board Orders regardlng OTS in Kerale State Electricity

Board .
(Referred to in paagrlipﬁ 4. 8}
Period of ] Ta whom r-pplicable Interest rate Conditions for ¢ligihility
concession ) : {Percentage) S
All consumers were eligible 12/18 Either one time. settlement or
- . : ir stalment. Interest rate was 12 per
May to June cent for tamp sum payment and 18 per
2005 cont, if paid in insalments. I
(Original ) irstaiments were availed, 25 per cent
‘Sc.heme) . . as 1" instalment end the remairing in
) . : five equal monthly instatments
. ) Public  Sector undertakings, 3 Lump sum payment of arrears
03.02.2009 to Governraient Departments, :
31.03.2013 Governraent  institutions and . -
Local bodies | : -
20.4.2069 9 L-tmp sum payment
1o All corsumers are eligible - - .
31.03.2012 15 §:.~tr.1mg arrears o six  monthly
s installmenis
24.6.2011 | For reopening/final settlement 3 Lamp sum pavment
to of Closed mdusmal units’ | - e
30.9.2011 ) 6~ | 10 monthly instabnents
- For reor ening/finat settlement : Lump sum payment of principat before
© 01.02.2012 | of Closed ) 3 3:1.03.2012
t0 industrial units
-+ 31.03.2012 ' i Lummp swin payment ofpnncxpal before
. For others . . . 5 31.03.2012
I For cilosed plantations and 3 Paymenl of principal in luom sum and
© 27120120 | | industrin]  units - and  other interest within one month i
. to disconnected/dismantled 6 Four ‘monthly instalments aiong with
31.3.2013 services for a peried of more interest. : :
then one year
For reapening/final setiement 3 Payment of pnncxpa] in lump sum a.nd
: of Closed 1nierest within one month
01.0:".’2012 industrial units 6 Four monthly instalments niung with
merest,
3 1'03'2,013 For others . 5 Lump sum payment
) Fowr monthly instalments along with
| invetest,
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Annexure 26
Statement showing year-wise details of cases setitéd, amounts outstanding,
- recovered and waived by Kerala State Electricity Board
(Referred to in paragrapk 4.8)

{¥in crore)

. . [ 200010 ] 2011-x2 | Z012-13 | Total
Number of cases settled ! 12 1 5 ] 5 i 32
Arrears outstanding during the | ’

Lyear of settlement :
Principal X 7.49 1531 T 2631
Interest 4,02 13,59 41.66 59.67
Total 7.53 21,48 56.97 8598 |
Amount recovered under OTS o '
Principal . 151 ' 749 15.317 26.31
‘Interest ] R 0.68 206 5.46 8.20
Total ' T 4.19 958 20.77 34,51
i
Amount waived under OTS : : .
Principal - Nil Nit Nil ] Nil
‘Interest : 335 11.94 36.70 51.99
Total . . ‘338 11.94 36.70 51.99
| Percentage of iamiver to total .
[ interest due : 83 i _35 ) s B
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