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INTRODUCTION

I, the Chairman, Committee on Public Undertakings (2016-2019) having

been authorised by the Committee to present the RePon on iis behall, present this

Seventeenth Repon on Kerala Feeds Limited, based on the Reports of the

Comptroller and Auditor General oI India for the years ended

31 March, 2008 and 2011 relating to the Public Sector Und€rtakings of the State

of Kerala.

The aforesaid Reports oI the Comptroller and Auditor Ceneral of India

vrere laid on the Thble of the House on 23.6-2009 and 23-3-2012 respectively

The rports, besides other things in their findings, brought to lighl some functional

iregularities relating to Kerala Feeds Limited. The Committee, in codnection with

the perusal of the reporls, took notice of the compambility of the audit paragraphs

penaining to such irregularities and decided to examine them altogether

The consideration of the audit paragraphs includ€d in this report and the

examination of the depanmental wihess in connection thereto were made by the

Comnittee on Pubtic Undertakings constituted for the years 201+2016.

This Report was considered and approved by the Committ€e (2016-2019) at

its meeting held oo 2-3-2017.

The Committ€e place on r€cord its appreciation for the assistance rendered

by the Accountant General (Audil), Kerala, in the examination of the audil

paragraphs included in this Report.

The Committee wishes to expr€ss thank to the officials of the Agricultue

Departnent of the Govemment Secretariat and the Kerala Feeds Limited fo!
placing the materials and information solicited in connection with the examination

ol lhe subject. The Commiuee also wishes to thanl in partjrular the Secretaries l;
covemment-Agriculture and Finance Departm€nts-and the officials of lhe Kerala

Feeds Limited who appeared for evidence and assisted lhe Committ€e by placing

their views befo.e it.

Thiruvananthapuram,
glh March,2017.

C, DIVAKARAN,

Chainnon,

Committee on Public Unde okings.



REPORT
On

KERALA FEEDS LIMITEI)

AuDn PAxAcRApIJ

Financial Monogement in four selected arcas

We selected twenty Companies from six sectors based on risk analysis for

assessing the effective ess of pe ormance in rhe followiDg ar€as penaining to the

period 1April2006 to 3l March 2011:

> Deploymenr of surplus funds

> Disbursement of loans

> Borrowing of funds and

> Payment of taxes and duties

We noticed deficiencies and were of the opinion thar they required urgent

attention of the Managements of respective Public Sector Undeiakings (pSUs).

D€ploym€nr of Funds

loconect selection of financial instirurions for deployment of funds,

inappropriate duration of term deposits and avoidable deployment of funds in

Cunent Accounts resulGd in loss of inrerest of I 6.57 crore, as discussed furtller.

Tlme Deposlts

Selection of institution

Incorrect selection of the institution for deploym€nt of suplus funals in time

deposits by the PSU ignodng the rates olfered by State Tteasury rdhich were belter

3UtZ0t1,
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than what they cani€d resulted in foregoing of possible revenue of t 8.21 lakh in

23 cases as tabulated belowi

KFL replied (Au8ust 2011) that the Conpany could not estimate shora_term

requirement of funds conectly and there were chances of premature closure The

Audit point that these Companies did not beneficiauy deploy their surPlus funds

stays, as the Treasury ahd not discourage Prenatue \rdthdrawals.

Culrcnt Account Deposits

Avoidoble deployfient of funils in Currcnt Accounts

Heavi acomulation of balance in Cul€nt Accounts for long durations was

noticed in Kerala Feeds Linited. Companies with unpredictable cash flovts can

resort to Flexi Fixed Deposits (FFDS) so as to avoid idling of fund in Curr€nt

acmunt5 and ai5o to eam interesl for pedods ranging lrom seven days onwdrds

FFDS offer the twin advantage of liquidity as well as oPerational fl€xibility of

Culrellt Accouots coupl€d with intercst retums of Fixed D€posils All the banking

facilities attached to a Cu$eDt Account like fund transfer methods viz Real time

Gross settlement (RTcs).4.{ational Elec6onic Funds Ttansler (NEF[) and htemet

bankiog features ale also available to the FFD account holde6 vrithout involving

any exta charge,

The total amount blocked up in Culrenr Accounis of &e Conpany for various

pedods ranging fmm 7 to 1361 days was equivalent to rhe idling of t 6 74 cmre for
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one yea.r (Anneyure l8). This resulted in foregoing of interest income ln th€ light of

the aalvantages of FFD account, there was a need for these companies to consider

availing of this facility.

KFL (August 2011) appr€ciated (Juoe 2011) lhe benelits of opening FFD

Account and inlormation relating to the progress thereon was awaited

(Nov€mber 2011).

(Audit paragmph 49 conhined in the Report of the Comptroller and Auditor

Ceneral of lndia for the year ended 31st March 2011)

Not€s fumished by Govemment on the Audit Paraglaph are grven in

Appendix IL

1. Th€ Comfifttee enquired about th€ revenue loss occulred due to ihe short

rcnD deposit of surplus funds in other financial institudons irrespe(dve of the high

inter€s! rates offered by covemment Tteasuy and the rcason fot the delay in

opting FFD facilities already ofrercd by banks The witness replied that the amount

intenaled to be used as working capttal was deposited as FFD i[ SBT and Canara

Bank insteaal of Tteasury in view of liquidity and oPerational facility oI orrrent

account coupl€d with Interest of Fixed deposits He added that there was apPrcval

ftom the Govemment as per Government order dated 1-4-2003, which stipulated

that Fix€d Deposit for a period less than 180 days should not be entertained in

State Treasury

2. When enquircd abolt the presedt position oI the Company, the witness

replied that the Company got a profit of I 2 5 crore in 2014-2015 and expecling a

profit oI ( 10 crore during 2015-2016 by the installation oI new hlgh-lech ca$le

feed unit in Kozhikode.

conclusioff /Rccomm€ndations

3. Th€ committee went thrcugh th. rcply furDished by th€ Covcrnmcnt

with regaid to deposh ot surPlus firnds by th€ Conrpaly in financtsl

lnstitution oth€I than tlr€ treasury and oherved that the Company showed

due d0lg€ncc in handling rh€ fund' available. Th. commlttc€ a|so QtQr€ss!8

sati{action at tlre Pr€€nt fitrancial Position of th€ ComPany.
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Avoidabl€ r€venue loss

Failur. of th€ company to rwise th€ prices in consomnc€ \{ith its pricing

policy so as to a.hievt the bteak €ven lev€ls r€sulted in a loss of { 3.68

The company, €ngag€d in the danufacture and sale of compounded cattle

feed, follows cost plus pricing policy laking into account the pr€vailing market

price. The Managiq Director of the Company had the discretion to effect price

adjustnents up to five p€r cena of the mardmum relail Price bas€d on vaiation in

the formulation cost oI raw materials,

Th€ average raw matedal cosl during the year 2005_06 was { 5,280 per MT and

the price charged by the Company dudng that period was < 7,600 per MT which

was covering boih direct cost and overheads. Frcm June 2006 onwatds the cost of

raw materials showed an incr€asing trend which reached t 5'911 per MT in August

2006. Up to August 2006 the ComPany, however, did not irutiate any action to

r€vise th€ price while its competitors increased (August 2006) the Price by

{ 160 per MT. Even though fie Company subsequentlv made

(November 2006) a margnal increase in price by { 200 per MT' it continued to

incur losses. Until August 2007 the company effecled a total increase in price of

{ 1,000 per MT when the taw material cost iisell showed an increase oI I 1,178

per MT. The total price revision made by the comPetitors duri4 the same pedod was

t 1,260 p€r MT. The total cash loss incured by the Company on 1'54,616 MT

fe€d sold frodl Septemb€r 2006 to July 2007 was { 3.68 crore as a result of its

failure to revise the prices in consonanc€ with its pricing policy so as lo achieve the

break-even levels,

The Govemmelt stated (Jun€ 2008) that the Company had to ful{ill the social

responsibility and consequent to the Govemment policy of conEolling the Price of

cattle feed, the company could not increase the seling Price in tune wilh the
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increase in the raw material cost. The fact remains that neither the action of tIrc

Company was in conformity with its pricing poli(y nor the Governmert nade good

the loss.

(Audit paragaph 4.2 contained in the Report of the Comptroller and Auditor
General of India for the year ended 3lsr March 2008)

4. The Commi!€e accepted the reply fumished by covemment in this regard.

ConclusioN/R€comm€ndations

5. Thc committee has atrftid at th€ (onclusion that the Company'g

stand was in complialce with th. Gov€rnment policy oI contmlling rhe prlce
of Cattle Feed and thenfolt acc€p$ thc rcply furnfuh€d by th€ covernment in
this rrgard and decides to drop th€ matt€r.

Thiruvananthapuram,

Morch,2017.

C. DTVAKARAN,

Choirmon,

Connittee on Public Undeftokings.
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APPENDIX.I

SLInTMARY Of M,{lN CONCLI,StONS/RITCOMMEND,\TlONs

RF-COMMENDATINNS

-Tf!e---Cajmiii& t.rn lr.ough the reply 
'unnsned 

bv rne

Corrnmcn! wnh €gdd b dePosit oi sudus tunds by the

Conpant in fisincial instil{rion oLher lhd the lesury u.d

obswed lhnl fie Conpatry showed due diliSeDce in haodling rhc

funds avlilablc. The .omnittft rJso cxlrcs*s s.lrsraclron rt lhc

prcs..t fintncial Psition ofth€ Con'pany

The Conrnn e I Inar tD€ !-onrILnY s

$dnd w.s in @niPliatrcc with thc Covcrndcnl polict of conrrclling

lhe pnd of Cattl€ Pe€d md thcrctote @c.plF lhe En! tumithcd bv

the Covelnnrenl in thisrcgrrd.nd dccjdes b drop Ih. nEner
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APPENDIX. II

NOTES fURNTSIIED BY GOVERNMENI ON TIIE A(JDIT PARAGRAPH

R.ply Fmbh.d by cowmnlnt

{20r0,11)
Since D€.enber 2OU, Codpaty sBred io udlise lne FFD lacilities

{rod ic bokeF sBT, chalakhdy and canara Badk, Kauet|utan

Due ro *lecrion of rhis faciliry, the compdy 8or tbe dual b€netu

of Liquidny and inteEst of FD and operationd flenbni$ for ils

cumn( assets. udlistion of rhis faciliiy has increased its Dtu€st

in.ome. B€sides it nebs the Company to mak€ tse of RTGS/

NaiioDal Elecrooic Translernnterner Bmking available virh

clmnr Accounts withod extn .osi.

Suiplus tund h d€posited in iNdrudons which offer higler inteEst

deposn schene (alled SBT Flexi maa.

rate by conparin8 imeRsr on FD oflered by TFGUry and BaDks

Sin e 1,04,2013 FDs for pedod l6s tban 180 days w€re not

encouraS€d id Tre6ury Saving Beks (G.O. No. 190/03 dl: 31 03

2003) . As such Shon tem surPlus funds which are requiFd to be

brcughr back lo bur.ines within 6 mon(hs for workjlg capital

rqufeTenl\ are dFFiircd rn Bal\s dfr4 ensurng ma{mLn

inrerFt by neBotratLn8 wnh the Banks. Company deposits sDrylus

funds lor nore than l8O da'5 in Stare tte6!!i6 if ii offes moe

irrerest rat€s for same dwation than batk aller eosuring thai no

p€nalty is l€vied ir lor closuE of FDs aier 15 dayt in a Peman€nr
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