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INTRODUCTION

I, the Chairman, Committee on Public Undertakings (2016-2019) having
been authorised by. the Commitiee to present the Report on their behalf, présent
this 68" Report on Kerala Minerals and Metals based on the Report of the
Comptroller and Auditor General of India for the year ended 31* March 2009 and
2013 relating to the Public Sector Undertakings of the Government of Kerala. ’

The aforesaid reports of the Comptroller and Auditor General of India for.
the year ended on 31* March 2009 and 2013 were laid on the Table of the Hovse
on 25-3-2010 and 10-6-2014 respectively. ‘The consideration of the audit
paragraphs mc]uded in this report and the examination of the departmental witness

© . in connection thereto was made by the Committee on Public Undertakings

constituted for the year 2016-2019 at its meeting held on. 7-6-2017. For obtmnmg
more clarification, the Committee undertook a visit to KMML on 29-6-2017.

This Report was considered and approved by the Committee (2016-2019) at
its meeting held on 19-6-2018. ‘

The Committee places. on record their appreciation for the assistance
-rendered to them by the Accountant General (Audit), Kerala in the examination of :
the Audlt Paragraphs inciuded in this Report

Thc Committee wishes 1o express thanks to the officials of the Indusmes
Department of the Government Secretariat and the Kerala Minerals and Metals for
‘placing the materials and information solicited in conncctwn with examination of
“the subject. The Committee also wishes to thank in particular the Secretaries to
Government Industries and Finance Department and officials of the Kerala
Minerals and Metals who appeared for evidence and assisted the Committee by
placing their views before it. ' s

&

_ _ C. DIVAKARAN,
- Thiruvananthapuram, - _ - Chairman,
19th June 2018. . - Committee on Public Undertakings.
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'KERALA MINERALS AND METALS LIMITED

Audit Peragraph 2.2.1-2.2.42 (2008-09)

2.2.1 The Kerala Minerals and Metals lelted (Company) was incorporated )

.in February 1972 with the objective of carrying on the business of mining and

processing of mmerals and metals. Production facilities installed were fully
inteprated with the two Units viz,, Mineral Separatlon Unit (MS Unit) and
Titanium DIOdeG plant (TP Umr) ’

The IT Resource management vests with EDP department headed . by Iomt
General Manager (EDP), directly under the Chairman and ‘Managing Director

' (CMD) and assisted by Manager (EDP) and one Assmtant There were 244 PCs, -

three Servers and accessorics connected over LAN and Oracie RDBMS!, Power
Builder, Adobe PageMaker Symantec Antivirus and MS Office Applications. The
Company has an optlcal fiber backbone for establishing network connectivity
inside the Company with structured cabling to connect the Personal Computers

{PCs) to the network The databases for various appltcatxons ‘were maintained in

Oracle? RDBMS. o : .

2.2.2 The Company has developed from 1999-2000 onwards several noed...
based Applications by using Application development tool Power Bu’tlder’ and

' Oracle database. It had computensecl Purchase Stores, Production, Marketing

(Domesttc[Export Sales) Fmance Attendance Management!HR Management and.
Pay roll management (THP) and Managemem Information System (MIS module).
The company had two dlfferent mail Servers (kmml.com and kmmimall com) for”

external email commuitication. .

! VReiational Database Management System

. * RDBMS software by Oracle Corporation

3 An App]z'cation'develop.ment too] by Sybase Inc.

1334/2018.
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2.2.3 The data flow diagram is indicated below: '

Dataflow Diagram

HR Server KMML Busigess -
(Oracle database) - Sérver (Oracle datab Intermet Server
§ . o o —
. i 7 . ] i B
. . : Lab, Siores, ) -
Time Keeping, | Gostin _ _
' ng, Finance, |- Internet Users

: Pe_lso%n:ellfa yeol R Purchase, Marketing . o

1 Relasionai Database Manag, Sy
2 RDBMS software by Oracle Corp
3 AnApplication development o0l by Sybase Inc.

Audit Objectives and scope
224 The main objective of audit was to ensure that computerisation
_contributed to achieve - business objectives effectively and efficiently. Other
objectives were to evaluate: '
(i) the process of system development life cycle and its management;
(ii) adequacy of IT security; and

(iii) adequacy and effectiveness of built in controls in the system to ensure
data integrity. '

Scope of audit included review of the .perfdﬁnance' of all major Applications
developed in-house {purchase, stores, sales, pay roll and Finance) and their
utilisation in business processés, test check of transsi;:tions processed through the

'System_ for the year 2006-07 to 2008-09 and performance of IT assets. Risk

Assessment and preliminary study was barried out in October 2008 and Final -

Audit carried out during April 2009 to May 2009.

-



' Audif Method_ol_ogy ' .
- 2.2.5The audit methodology included: - | .
1. data collcétion through qucst:io'nnﬁire;
ii. d_iscussions with Officers and end users of the applicatiqns;

iii. ‘examination -of files and documents including system documents,
inspection and checking of Computer and related infrastructures, simulation of
. possible threats and business process; and '

iv. data analysis using CAAT* tool IDEAs, data analysis using. Microsoft
Access® and Oracle SQL’ and cross checking with manual records wherever
required. : '

- Audit Criteria

2.2.6 The criteria considered for assesSing the achievement of * audit -
objectives were Best Ppractices in Information Technology (IT) system’
development, Input and internal controls for data entry . in- various modules/

documents and. mon_itoring “thereof, adherence 'to Business rules, Manuals and
Procedures, Accounting Standards and various Statutory Acts and Rules,

Audit Constraints

‘ 2.2.7 Adequate documentations in respect of system requirement, business
process, application development, testing and formal acceptance were not
available except in the case of Time Office, Human resource management and
Payroll (THP) application and therefore audit had to depend on interviews with
key personnel and end users for information in many cases.

Audit Findings _
' 2.2.8 The following observations highlight that the Company could not
achieve optimum maturity level even after ten years from the commencement of
the automation project, :
. Absence of Strategié'IT Plan . _
2.2.8.1 A well established Strategic IT plan would work as a 'baseline for

systematic development of IT infrastructure in a time bound manner to improve
the efficiency of the business operations of an enterprise.

* Computer Aided Audit Technique, -
* A CAAT tool by Caseware Inc. ~
® RDPBMS by Microsoft Corporation.

? Structured Query.Lgnguage.'
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The Company did not have any approved and documented IT polrcy and 1T
Plan (6ifL April 2009) since initiation of the computerisation. project (1999) 1t was
only on § May 2009; a formai IT policy paper (signed by CMD) contalmng only
- operational procedure was issued.and made available to Audit. This did not have
the approvél of the Board (30 May 2009). Lack of planning has resulted in
indefinite continuation of system development process even after completron of
10 years

The company in its reply (August 2009) stated that IT policy document has
been prepared but is yet to be submltted to the Bo:trd of Dlrectors

'Deﬁerent System Development

2.2.8.2 No documentation in respect of User"Require_ment Specification
(URS) and System Requirement Speciﬁcation (SRS) was made in respect of Sales,
Purchase, Stores and Finance modules developed in-house by the Company. This
led to an ad-hoc system development approach followed by the Company to meet
immediate requirements. No document to support formal testing, acceptance and
post implementation review of the modules were available.

The Company replied that proper doeumentatlons could not be done dunng
initial phases of IT system development due to non-avatlability of IT mfrastructure
and IT manpower. However, detailed manuals incorporating user requirement
‘specification and features of each module are under preparation (August 2009).

Inadequate System Secuuty _
2.2.8.3 A scrutiny of the system security revn.*aled the following deficiencies: -

» User Ids were not programmed for locking up on specified unsuccessful
sign-in attempts, '

+ There was no password policy specifying the structure and length of
~ password, changing of passwords at intervals, secrecy to be maintained
etc. As a result, current password length ranged from 2 to 11 characters.

« Users were hot forced to'change the initial passwords set by DBA None
of the users changed their passwords even after six months.
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« It was also seen that User names and passwords for the applications were
stored in.a user defined table (Muser) without encryption allowing
. DBA/Programmer to access the table and view all user passWords
'including that of heads of the department who are the Business Process

- Owners (BPOs)

» Full version of Applicauon Development Tool (PowerBuilder) including

 source code was installed at the users end instead of compiled version
whereby the user access is restricted to the desired level exposing the
application at client machine to the risk of unauthorised access and
mampulauon of programs by the end users.

‘The management stated (August 2009) that the security lapses pointed out in
audit are being addressed in the proposed IT policy pending approval of Board of
Directors and the dcvelopmenx tool will be removed after 1nstallanon of compiled

versxon

Lapses in System Maint-en'an_'ce

2.2.9 Access to the three basic commands insert, update and delete (DML}
for data.manipulation in database tables should be granted to selected authorized
users at appropriate levels. However, it was observed that all the users were able
to run these data manipulation functions. without audit trial due to deficient
programming (hard coding of database username and password and installation of
source code at client side) leading to a serious threat in database management.

2.2.10 According to the Management, the Applications were subjected to
version change at least 10 times a year. However, no documented and approved
version control - procedure was in existence “with the result that different
departments were using different versions as indicated from the fact-that the

- CENVAT statements generated from the Accounts department was different from
. the one generated from the version supplied to Auditors.

The Company stated that Users can be prevented from applying DML by
installing compiled version of application and removing development tool for
Data Manipulation Language which can manipulate data’ which action is in
progress. Further, single compdcd version for each module is being introduced for
version control.

*"Data Menipulation Language which can manipulate data.-



Purchase Module

2.2.1 The purchase module processes and siores transactions in respect of
purchase requests, purchase enqhiry processing, quotations, price comparison -
statements, purchase order etc. An analysis of this module indicated the following
deficiencies: : _

2.2.12 The System did not provide for capturing freight charges as a part of
material cost in respect of stores & spares. This was against business rules and
requirement under Accounting Standard 2 (AS 2) which states that the cost of
inventories -should comprise of all costs of _purchase incurred in bringing the
inventories to their present location and condition. The non—cdmpliancc to AS -2
led to continuous qualification by Auditors in their Auditors Report to the
‘shareholders for the last three years,

The management replied that the details of transportation cost of stores and B
spares were not available in several cases-at the time of valuation which is not
correct as it indicates management failure in adhering to the requirement of
Accounting Standard. B

2.2.13 For an efficient scheduling of purchases, lead-time for purchase of
each item should be fixed. Though data was available for generating lead—time.the

system did not provide for a facility for. reporting the appropriate time for .-

ipitié_ting purchase orders. A test check of purchase orders during 2008-09
revealed that : S g

(i) Out of 2,257 purchase orders issued, 1,700 were initiated through system
from request stage and 557 at purchase orders stage. This means, the system
provides for initiation of purchase quantity at two different stages which is not
proper. ‘ R

(ii) In 1,674 cases out of 1,700 purchase orders issued, the indenting
departments indicated that théy required the material within 20 to. 90 days from
the date of requisition. ' '

(iif) Only in 60 cases supplies were made in time.

(iv) In 241 cases the delivery Was done with a delay upto 320 days from user
réguirement date. '
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(v) In 887 cases, purchase orders were nssued after user requirement date,
and the supplies were made with a delay upto 663 days.

The management is yet to initiate corrective action,

" 2.2.14 Though, columns were provided in ‘the purchase indent forms for
capturing present stock level, quantities pending guality checks and un- executed
quantities against previous purchase orders and the same were available in the
“system, these were not generated and printed on the indents. Instead, these were
collected from the system and manually filled in exposing the system to the risk of
unintended human errors or deliberate mampulattons The Company stated that
suitable modifications in the program are being done.

2. 2.15 CENVAT credit can be availed by the company on capital goods and
raw material inputs based on documents like invoice and bill of entry immediately
on receipt of goods in factory. It was observed that:

2.2:16 Even though the system provided for capturing CENVAT eligible
materials in the material master (Table MITEM), the database manager failed to
update this field with the result that the system was not able to generate automated
CENVAT ellgsble statements based on Stores Inward Book (SIB). As a result
credit for CENVAT could not be availed in time (ie. by Sth of next month). The
delay in taking CENVAT credit amounting to ¥ 39.06 lakh in 60 out of 7, 936
. cases during 2008-09 rangcd from 35 days to 145 days.

2.2.17 Besides, the Managemem was deprtvcd of the required mformatlon
for dec1s10n making on the matenais for which credit was not taken due to the
incomplete data.

STORES MODULE

2.2.18 The stores modulé maintains records like Stores Inward Book (SIB)
and Stores Receipt Notes (SRN), Material Issue Notes (MIN) and generates Stores
ledger and other MIS for mvcntory control, The following deficiencies were
noticed dunng audit:

2.2.19 The system was enabled for FSN (Fast/Slow/Non-moving) atlatlysis of
inventory. There were 16 items valued at ¥ 2.33 lakh that continued to l_)e

-
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classified as fast moving even though it was non-moving for more than five years.

Further, 2,787 items valued at Rs. 7.97 crore were classified as slow inoving even
though it- was non-moving for three to five years as on 31 March 2009. This -

indicated that FSN Categorisation was not subjected to review during the last
several years, - )

The management replied that action is in progress for FSN categorisation.

2.2.20 As per the decision taken by the Board in its 154th meeting held on
- 2 September 2002 the value of non-moving stock were to be written off after
retaining value of Re.l per item. The total prov1swn for non-moving mvcntory was
¥ 1.64 crore (2006-07) which was not reviewed thereafter. The under provision

towards non-moving stock in the accounts for 2007-08 was to the extent of T 7.25 _

crore as indicated below:

Provision required on 31-3-2008 for stock non - : T 889.60 lakh
moving for more than 3 years T

Accumulated provision in accounts - T164.25lakh

Under Provision as on 31-3-2008 - | T725351akh

Company stated that the non-moving items in the stock includes insurance
spares which may be required at any time and in other cases the usability has to be

ascertained before making provision. However, the fact remains that the non-

moving stock was not reviewed after 2006-07.

2. 2 21 In order to reduce the investment on inventory, various control levels
such as maximum, lmmmum and re-order quantity were fixed in the system.
However, the dates on which such levels were fixed and parameters applied were
not available and the levels once fixed were not suh_]ected to review at all. As a
result, inventory levels for stores, spares and fuels increased from ¥ 4,858.93 lakh
in 2005-06 to ¥ 6,191. 59 lakh in 2007-08. Also, the Company’s failure to conduct
periodical review of the inventory led to accumulation of non- moving stock to the
tune of T 8.89 crore as on 31 March 2008. The management stated that corrective
action is being initiated.

R
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Sales Module

2,222 Sales 'module processes sales orders. It compnses of two
sub-modules-one for domestic and. the other for export fransactions. However
only ‘Domestic sales’ module was integrated with finance module. Ledger
accounts were -antomatically posted from sales module and generate documents
like Contract Review Record, Dispatch Note, P-aékin‘g list, Proforma invoices and
Commercial invoices. Subsidiary records like Sales register and MIS reports such
as monthly off-take, monthly sales analysis etc., were other main outputs.

2.2.23 Export sales modile is operated by marketmg department Though'
the data relating to commercial invoices were available in the system, export

- invoices were prepared outsidé the system defeating the very purpose of

computerisation. This was due to deficiencies in the database design prov:dmg
insufficient field length for entering various data items like Vessel/Flight No.,
Remarks, Port o_f discharge etc. Non-incorperation of this requirement in the

. module affected the efficiency in export sale process.

2.2.24 Invoices are created by marketing section agamst each Dtspatch :
Note. On verification of the database it was noticed that there were two cases of
creating more than one invoice against one Dispatch Note as given below;

INVNO DESPNOTENO . DESPDT ACCODE ‘ SUBACCODE AMT _TOTAL ENT | - INVDT

C 7 DN/202/2009-2010 | 13-4-2609 3267D101A 3267DI0IAP [ 2155102 2155102 I 13-4-2009 .

208 DNIZDZO;ZD{IRZDIO 13-4.2009 3267D101A 3267D10IAP 2155102 2155102 SE2 | 13-4-2009

650 DN/652/2004-2005 |~ 25-5-2004 3267D1598C 32570122V 58429.5 58429.5 | KKK | 23-52004

651 DN/652/2004-2005 | 25-5-2004 | 3265950 3267D122V 53429 5 58429.5 | ANI | 25-5-2004

On enquiry it was informed that invoices No. 208 aqd 651 were duplicate
invoices. inadvertently generated. Though the duplicate invoices were cancelled in -
the General Ledger by passing a journal entry, Sales Register generated by the

system still showed these duplicates as valid invoices. As a result, the iotal of

sales register for the month of April 2009 showed an excess sale of T 21,55,102.
Also, the MIS ‘Sales Register Type wise’ showed an excess amount in respect of
basic amount, central excise and VAT amount. Moreover, MIS ‘Monthly Sales

1334/2018.
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_ Analysm showed an excess quantlty of 16 MT as lifted by Asian Paints and
" therefore the MIS itself was giving wrong information mvolvmg financial risk as
any exaggerated sales quantity may lead. to payment of quantity discount at
enhanced rates The duplication of invoice took place on account of lack of system
_ control as it was possible to generate invoices from the same Dispatch note by two
persons sitting in two different work stations and therefore requires immediate
corrective action.

2225 Where rates were revised .in Master table previous rates and rate -
change details were not available for venfymg the correctness of transaction
_records for sales.

'2.2.26 The price master accnmmodated one rate at a time even when the
Company had multiple rates for different customers. It was informed that such
situations were handled by changing the rate master Jjust prior to creation. of such
invoices. The system is exposed to the risk of changing the rate master by end
users, which was not appropriate. :

The management stated that suitable changes in the program/table structure
are being made to address the above deficiencies. :

PAYROLL

2.2.27 Payroll of the employees were processed (Batch process) through a
COBOLs program uploading the inputs (in MS Excel} received from various
departments. The program mainly genérates documents hke pay slip and various
statements related to eammgs and deductions.

-2.2.28 The Company developed (2004) an 1ntegrated computer application
for Time ‘Office, Human resource management and Payroll (THP) by engaging an
external agency (OCL . Informatic Limited) at a cost of ¥ 2,29,000. The
application has three modules namely. Time Office, Human Resource and Payroll,

- Time Office and Human resource modules were 1mplemented (2006) successfully
and the same is working satisfactorily, ‘But the Pay roll module was yet to be
implemented (April 2009) despite its bemg ready to use since October 2006. The
Company stated that the-pay roll module of THP could not be implemented as
complexities in pay structure were not envisaged at the time of its development. .
Thus the failure was due to improper system development documentauon

® Acronym for a third generation computer programming language (Common Business Onented
Language)
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2.2.29 Apan-'from people deployed in time office and four officials
deployed in accounts section for payroll related work, an Assistant Grade-1 of
EDP section was exclusively assigned the work of processing payroll by
incorporating the inputs received from the various sectioms. All these manual
works were avoidable as all inputs requlred for processing of salary was already
available in THP. Pay & allowances given to Assistant Grade-I (EDP) for last
three years were as indicated below:’

Year Salary (f) - .Over time (3) 'i : Total (3)

| 2006-07 244277 | 50,911 | 2,95,188

200708 [ 279758 75,921 N 3,55,679

200009 32e61 | 9r7m7 | 4,22,328
Total 3,45,646 | 224,549 ¥ 10,73,195

Work related to Pay and allowances done at EDP section was avoidable as
fully functional user-friendly software was available with the Company, which
could be operated directly by users in Accounts/Time Office and T 10.73 lakh
saved towards the pay and allowance for data entry staff.

©2,2.30 On review of the mfrastructure and process of payment of pay and
allowances at MS unit of the Company, it was noticed that the bmit had
mfrastructure (Punching machine for attendance Computers printers and trained
staff) but the management did not take any effort to implement THP application at
MS Unit. The Company stated (December 2008) that the scope of implementation |
of THP software at MS units was being explored. However, no action was taken
till date (31 May 2009). In its further reply (August 2009) it was stated that THP
as such could not be implemented i in MS Unit as it is covered under Mines Act,
1952. The reply is not tenable since the deviations required could have been

- accommodated in the THP if proper system study was conducted at the time of -

development of the software,
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Finance Module

2.2.31 Finance module has the provision for journal vouchers, Debit/Credit
~ Note for adjustments and Purchase/Sales returns: This module was integrated with
Purchase, Sales and Stores module and generates Ledger accounts and reports like
Cash flow statement, Trial Balance, Proﬁt and Loss account and Balance Sheet.

2.2.32 The finance module contains a facility CENVAT ENTRY used for

* generating CENVAT returns by calling SIBs (Stores Inward ‘Book) from Stores'
module. But. the initial data captured in SIBs did not contain break up of excise

elements like Basic Duty, Education Cess and Secondary and Higher Education

- Cess. So an employee had to be provided additionally for checking the applicable

rates and updating the statements which was avoidable had the data been captured
initially in the required format. Total avoidable manpower cost on this count

worked out to ¥ 6.39 lakh during the period from April 2006 to March 2009. The

Company stated that suitable program modifications are being incorporated.

2233 As per the business rules. Fixed Assets shall be managed through a
Fixed Asset Register. Depreciation shall be calculated on an annual basis and
accounted for in' this register besides accounting for deletions and additions to
such assets. However while 1mplementmg the module, fixed asset management
and depreciation requirements were not prov:ded in the system. Statements for
fixed assets were prepared outside the system using MS' Excel. Further, the
program for drawing up Profit and Loss account and Balance Sheet on any date
also could not be utilised by the Company. so far on account of the above
deficiency in implementation. '

The Company stated that the required modifications will be included while
_developmg new systern :

2.2,34 The annual accounts (i.e. Profit and Loss account and Balance Sheet)
for the year 2007-08 was certified by the statutory auditors on 20 September
2008. As per Accounting Rules all the Ledger accounts are 1o be closed before
certification. However, the accounts were’ open for modifications even after this
date. For instance, 48 journal entries (No. 1367 to 1414) were passed and posted in
the accounts upto 26 September 2008 ignoring the Accounting Rules prescribed.
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Further, the auditor's éeniﬁcatc to the effect that the financial statements were in
agreement with the books of accounts of the Company on the date of certification

" was also found to be wrong on account of the above mentioned deficiencies. The
Companies Act, 1956 expressly prohibits alterations in balance of any account

after certification, and if done would tantamount to re-opening of accounts.

Even though the system was having provision for closing the accounts, no
procedure was fixed and documented for such closure. The Management could not
produce any authority regarding the re-opening of final accounts for the year
2007-08 for editing and postings. . '

The Company stated that due to some technical reasons delay has occurred
in closing accounts for posting in 2007-08 and steps would be taken to lock the
accounts in time in future. ' :

‘ Managemént of Bank Accounts

2.2.35 The table created for monitoring banking transactions could not
monitor missing cheque numbers and the system was not capable of generating
any list of cancelled cheques for effecting proper monitoring/ internal control due
to non-incorporation of ‘Cheques lot management’ * features in the system.
Company stated that this feature will be.added while going in for online system.

2.2.36 A total of 14,369 records were available in the system for 2008-09.
Though the field for date of realisation of cheques was provided in the table, this
field was not filled except in 2 records, leading to capturing of incomplete data.

2.2.37 In 47 cases of Bank payments, cheque dates were older than voucher_
date by more than 180 days Few cxamp!cs are given below:

Table :TCHEQUES
ORIGVNO YEARSET - | VDATB VCHQDDDATE VAMOUNT |

 BP96IS | 1032009 | 882008 66873
'BP7897 . n 6-1-2009 2-6-2008 - 6613
BP9614 T 10-3-2009 14-5-2008° | 28657

BP7893 1 6-1-2009 10-4-2008 - 5501
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This .indicates that these cheques were not supported by vouchers, which is

_not in ordet, Reason for. not g'enei'ating vouchers at the time of payment was not -

available. The system was not designed to ensure that no cheques are prepared
. without generating a voucher with proper authorisation through the system.

* The Company siated that this was due to input error. However Company is .

‘yet to initiate remedial measures for ensuring validity of the inputs made in the
system

2.2.38 As on 20 April 2009, as per system 141 transactions in 5 bank
accounts pertaining to the period 28 February 2008 to 20 April 2009 with a net
debit value of Rs. 5.37 crore were kept unaccounted in the subsidiary/main ledger.
‘This has happened on account of design defects, as the program. does not provide
. for accountal of such items under suspense accounts till its clearance through bank
reconciliation. This resulted in generation of distorted monthly ' financial
statements.

| 2.2.39 Cash Flow Statement was generated: based on voucher .authorisation
dates. Qut of total 1,06,067 Bank/Cash vouchers generated’ during 2007-08 to

2008-09, delays in authorisations of 49,555 cases were noticed. In 199 cases the

‘delay involved was 30 to 60 days and in 42 cases delay was ranging from 91 to

. 277 days. Delay in authorising Bank/Cash vouchers resulted in unreliable cash
flow statement and therefore could not be utilised by the management as a reliable
MIS. - ' '

The C’dmpany stated that the delay was due to advance planning for proper

fund management. Reply is not tenable as cash flow statement prepared based on

voucher authorisation date would not give reliable information,

2.2.40 As per Accounting Standard- 3 “an enterprise should prepare a cash
flow statement and present it for each period for which financial statement is
presented. The cash flow statement should report cash flows during the period
.classified . under operating, investing and financing activities”. However,

the report generated by the Finance module was not in this form and the Finance

' department was manually prepanng it by using MS Excel for annual ﬁnancml
" statement. ‘

-
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2.2.41 On review of sub-ledgers data, it was noticed that account
No. 3,26,700 (Sundry. Dobtors-TiOZ) was showing debit balance ofr

‘Rs. 2,40,319.17 from the year 2000-01. However in the place of Account name

“27?” was entered mstead of customer name. Since logs were not available,
deliberate correction carried out could not be ruled out. The Company statéd that
the balance related to the period pnor to 2000-01 for which details of the -
customer is not avallable

2.2.42 Cost accounting and cost audlt are mandatory in respect of KMML
under section 209 () (d) of the Companies Aci, 1956. Cost accounting system
adopted for determination of cost by the unit was on actual basis. The cost records
were prepared based on the fi nancral accounting and books Though the system
provndecl for 38 cost centres, cost centre-wise booking of expenditure was done
only in respect of raw materials. Consumption statements in- respect of stores and
spares do not represent the actual cost since freight and handling charges were not .
booked as part of cost of stores and spares. As the initial booking of expenditure
other than materials was not cost centre-wise, calculation of depreciation was not
programmed in the apphcauon and appornonment of cxpendlture was not
incorporated with reference to the accepted basis of apportionment. Cost accounts
were ‘written up outside the s}stem on an annual basis just to meet the statutory

- requirements. Consequently the management could not utilise various MIS reports
cost centre-wise/department-wise for decision making and cost reduction plan. .

This has also resulted in avoidable expenditure on manpower to the extent of
¥ 15.26 lakh (towards salary and atlotavance for. Costing Assistant) for preparation
of cost records for the last three years.

The Company stated that action for booking freight and handling charges
‘cost centre-wise” has been initiated and. possibility for generating cost records

through the system is beirig explored.

‘The matter was referred to the Government (July. 2009), their reply

is awaited.

-
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CONCLUSION

Lack of a long term and comprehensive IT policy and need based casual

implementation of IT systems resulted in ad-hoc and disintegrated management of

the system. An IT system, which can take care of almost all important business

processes, is available; but none of the modules is complete and self-supporting
requiring human intervention at various stages of the modules defeating the very
purpose of computerisation. This has not only caused avoidable expenditure but

also affected efficiency, transparency, speed and security badly. Even after lapse -

of 10 years since the commencement of the project and after spending an amount
of ¥ 80 lakh for hardware alone, the Company could not achieve all the business
objectives efficiently through computerisation so far, Even now a vision about the
integrated IT System and a time bound implementation plan are still lacking and
the project is going on without any ending.

RECOMMENDATIONS

(i) The Company should frame long term IT Plan and. IT directions to

optimise resources efflclently

(i) Inmate action for 1mplementatmn of mtcgratcd software in both TP and
MS units with uniform rules to handle identical functions to derive the benefits of
enterprise wide information for management decision-making.

(iii) - Tnitiate correCUVe actlon for removal of program design defects and
database level risks.

(iv) Create definite procedures for closure of books of accounts to ensure
that ledger accounts are not re-opened for postmgsledmng after certification of
accounts by Auditors.”

(v) Fix Control levels for management of inventory.

© (vi} Incorporate necessary amendments in program for segregation of tax
components in source documents.

(vii)} Ensure that all modules comply with the busmcss rules and accountmg
standards wherever requn'ed

(viii) Document all essential existing business process and system
specification.

e )
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(ix) Eliminate human mtewentlon completely by suitably modlfymg the
program.

N

_ (x) Formulate password pohcy and Business Contmmty PIan and circulate-
-among users. Strengthen security of the .System by ensuring Physxcal and logical
access controls,

(xi) Ensure that the sarhe versmn of the software is used in all departments

[ The Audit paragraph 2.2.1-2.2, 42 contained in the Report of the C &AG
“for the year ended 31 March 20091

The notes furnished by the govemment on the Audit Paragraph are gzven in
Appendlx IL

AUDIT PARAGRAPH 2.1-2.9.9.2 (2012-13)

4

2.1 Introduction

The Kcrala Minerals and Metals Limited (Company) was incorporated in
February 1972 with the objective of carrying on the business of mining and
processing of minerals and metals. The main product of the Company is Titanium
Dioxide ngment (TDP) which constitutes. 88 per cent of total production and
other minerals like Rutile, Zircon and Sillimanite constitute remaining 12 per cent.
TDP is mainly utilised in the industries engaged in manufacture of paints, printing
' inks, plastic, paper, rubber, textile, ceramics, etc. Approximate annual demand of
TDP is two lakh MT. The Company is the sole producer of Rutile grade TDP in
India. = _ .

There are two Units in the Conipany viz., Mineral Separation (MS) Unit and
Titanium Dioxide Plgment (TDP) Unit. The Company uses beach sand from
whlch Tmenite is separated in the MS Unit and this imenite is" used for
manufactunng TDP in TP unit. The mstalled capacity of the TP unlt is 40,000
MT per annum. '

2.2 Organisational Setup

The Company is managed by a Board of Directors (BoD) consisting of
IO Directors nominated by Govemment of Kerala (GoK) The Managing Director

1334/2018.
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is the Chief Executive- Officer of the Company who is assisted by three Executive
Directors. General Managers, Deputy General Managers and Assistant General
Managers assist the Executlve Directors. '

2.3 Financial Posmon and Working Results

The financial position and working results of the Company for the five years
from 2008-09 to 2012-13 is shown in Annexure 8. The authorlsed share capital of
the Company as on 31 March 2013 was '35 crore against which the paid up capital
stood at 30.93 crore wholly subscribed by the State Government. The accounts of
the Company have been finalised up to 2012-13 and the reserves and surplus as on
31 March 2013 was 577.27 crore. The net profit of the Company was fluctuating
from 46.74 crore in 2008-09 to 154.08 crore in 2011-12 and then declined to
75.94 crore in 2012-13, |

2.4 Scope of Audit

The working of the Company was last reviewed and the results were
" included in the Réport of the Comptrollér and Auditor General of India for the
year ended 31 March 2004 (Commercial), Government of Kerala. The Report was
_discussed by "thé Committee on Public Undertakmgs (COPU) and its
recommendations were included in its 53rd Report (2006-2008).  This
Performance Audit was conducted to assess whether the Company was carrying
out its production, procuremient, marketing and’ financing activities in most
efficient, economic and effective manner, The present Performance Audit covered
the activities for five years from 2008-09 to 2012-13.

Deficiencies and operational issues are mentioned in the paragraphs related
to respective functions.

- 2.5 Audit objectives
The main objectives of the Performance Audit were to ascertain whether: :
-*  Prudent material, marketing and financial management was in place;

¢ - Utilisation of available resources including human resources and
infrastructure was efficient, effective and economical and

*. The execution of new projects was effective, efficient and economical.
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2.6 Audit Criteria

The audlt criteria, denved from the following, were adopted to assess the
audit objectwes ‘ :

*  Annual Performance Budgets/ Capital Budgets/Plan documents of the
" Company;

. Detailed Project Reports in respect of majoi‘ capital works;
. Guldehnes/nonns prescribed for Matenals Management
. MarkeUng/Human Resource Pollcy of the Company; -

. Pohcnes and guidelines prescnbed for Management Information System
(MIS)/ Internal Control/Intemnal AudltICorporate Governance and

*  Best practices prevailing in the 1ndustry.
2.7 Audit'Met'hodologly

The inethodology adopted for attaining the audit objectives with reference to
" audit criteria consisted of Review of Agenda notes, Board Minutes -and minutes of
other committee meetings, tender files and procurement files, pricing and discount
schemes, etc. MIS reports/Internal Audit Reports/Project Reports/Cost Audit
Reports/Cost Records, financial statements, target and achievement and norms
prescribed for performance of different streams of production were also analysed.

In addition, an IT audit of the information system of the Company' was carried out

using IDEA software. Audit also interacted with the functional heads and key
 officials of the different units/departments and issued audit queries for thenr'
comments.

An Entry Conference was held with the Company/Government in Apnl
2013, wherein the scope, objectives and approach of the Performance Audit were
discussed Field audit involving scrutiny of Companys records was conducted
during March-August 2013. The ﬁndlngs were reported to the Management and -
GoK besides discussing in the Exit Conference held in November 2013, The reply
‘of the Company has been received in November 2013 and considered while
finalising this performance audit report, -

Cot The Company developed several need based Apphcanons by using Development tool Power
" Builder and Oracle database from 1999-2000 onwards. It had computerised purehase. stores,
production, marketing, ﬁnance, HR mangement paymll and costing funcnons
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2.8 Ackﬁqﬁle’dgement : _
Audit acknowlé'dges co-operation and assistance extended by the staff and
management of the Company in conducting this performance audit.
2.9 Audit Findings
The Audit ﬁndmgs are discussed in succeedmg paragraphs
2.9. 1 Operatmnal Performance
2. 9.1.1 Analysis of operatmg performance

~ The production and sales performance of TDP for the five years ending
2012-13 is indicated in the foliowing Table:

_Table 2.1: Production and Sales Performance

Sales of TDP _ Groés Sales ‘

Year Production Qtyin MT. | Amount of all Net Profit

_ (MT)_ (X in crore) ‘minerals” | (T in.crore)

_ o ' : (T in crore) ‘
2008-09 35486 ’ 39158 = | 442.45 . 463.59 46.74
2009-10 "35908 37266 489.08 519.04 © 92.45

2010-11 | . "36879 36614 .552.13 584.69 - 62,59

' '2011-1_2' | 29m7 | 24812 519.08 617.01 154.08
2012-13 26974 ‘248'8_3:, 51107 610.93 75.94

From the above Table it could be seen that though the Company earned

profit during these years, the sales in quantity of TDP was steadlly declining

except during 2012—13 when it increased margmally

The Compariy’s sales volume decreased from 39,158 MT in 2008-09 to _

24,883 MT in 2012-13. The amount 'eal.'ned'frqm'_the sale of TDP fell from
2011-12. The profit fluctuated touching a high of 154.08 crore in 2011-12 before
again falling drastically to 75 .94 crore in 2012-13.

<5
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The Company's share in domestic market ai_so declined  from

-31,820'MT (63.16 per cent) in 2008-09 to 22,437 MT (12.38 per cent) in 2012-13

though demand of TDP In India increased from 62,000 MT in 2008-09 to
200,000 MT in 2012-13. The poor market share of the Company deépite enjoying
monopoly in domestic production is another -indicator of its poor performance in
keeping its producnon cost within compeutwe level,

The ,Company stated July 2013). that the competition due to increase in
imports as a result of reduction in import duties led to reduced sales. The reply
was not ac_'cepta_ble'as.the rate of customs duty for TDP was five per cent during
2008-09 and enhanced to 10 per cent in 2009-10 which remained the same up to
the period 2012-13. ' ‘

'2.9.1.2 Analysis of cost of production

The sharp decline in profit during 2012-13 by more than 30 per cent wheﬁ_

. compared to the previous year was due to high cost of production of TDP. Though

the selling price per MT increased from 86,000 in April 2008 to 2,12,000 in
September 2011, the cost of production per MT also increased from 88,685
(2008-09) to 1,68,351 (2012-13). The cost incurred to generate one rupee of sale
increased from 0.86 (2009-10) to 0.96 (2012-13). ' '

Audit analysed the elements of cost per MT as per the cost statements for the
period 2010-11 to 2012-13 and noticed that cost of production per MT increased by

45,87 per cent during the period and power, fuel and utilitics alone mcreased
: 70 15 per cent durmg the same period. '

To find out the minimum productl_on required to match the cost with revenue
(Breakeven Point-BEP). Audit worked out the contribution per MT of TDP and
did a cost-volume profit analysis from the Cost statements pertaining to TDP for -
the above three years and found that the production above the breakeven level,

* which leads to profit, has come down drastically from 13,987 MT to 6,114 MT. |
. Any further reduction in production beyond BEP level would lead to loss. Audit

observed that reduced production coupled with underutilisation of available
capacity in turn increased cost per MT and reduced proﬁt as discussed in detail in

' _ succeedmg paragraphs.
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Audit noticed that the recommendatlons of the COPU, while considering the
Audit Report for the year 2004, to ensure regular functioning of the existing Cost
Réduction Committee was not adhered .to and Committee was not functioning .
during the period covered i in the present audit. '

- 2.9.2 Production Management
2.9.2.1 Capacity wiilisation

The Companir produces five different grades' of TDP using raw llmenite
obtained from MS unit and outside purchase. The capacity utilisation level of
40, 000 MT was decreasing from 2011-12 onwards as shown below:

Table 2.2: Capacity utilisation .

‘ : Percentage of actual
Installed Targeted Actual production to
Year Capacity> | production | Production :
(MT) (MT) (MT) Install‘ed Targete‘:d
' capacity | production
2008-09 40000 38779 35486 88.72 91.54
- 2009-10 40000 - 38082 35908 89.77. |- 9429 -
2010-11 | 40000 41167 - 36879 92.20 ~ 89:58
2011-12 44000 34640 29117 72;79 84.06
2012-13 | 40000 | 32250 26974 | - 67.44 83.64

The major reasons for shortfall in prbduction were inefficient operation of
plants and -excessive down time4 as_discussed in paragraph 2.9.3. The low
capacity, utilisation increased the cost per MT as explained below:

2.92.2 Under—absorp'n.'on of fixed cost due to underutilisation of capacity

Fixed cost like depreciation, employee costs, administration overheads
.remain the same irrespective of the quantity -produced. Therefore, capacity
.utilisation needs to be maximised to minimise cost of production per MT. Audit,
_ however noticed that the capacity utilisation during 2011 12 and 2012—13 was

? RC800, RCBOOPG RC808, RC813.and RC822 :
? Based on the capacity of U400 Plant from which raw pigment converted to finished pigment.’
* Breakage of Dmducnon
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72.79 per cent and. 67.44 per cent respectively as compared to the average

 capacity utilisation of 90.23 per cent during the three years from 2008-09 to
- 2010-11. The low capacity utilisation resulted in increase in cost per MT of TDP

and consequent unabsorbed cost of producuon amounting to 65.36 crore during

 the two years 2011-2013.

Analysis of consumpuon of power dunng the review penod revealed that

_during the first three years the power consumption was 1817 units per MT on an

average but during 2011-12 and 2012-13 the power consumption per MT increased
to 2141 units and 2235 units respectively due to low capacity utilisation. This
resulted in excess consumption of 20.65 Million Uniis (MU) at a-cost of ¥ nine
crore’, '

The Company rephed (November 2013) that the decrease in produchon
during 201112 and 2012-13 was due to shortage ‘of raw IImemte and that extra

- cost was not incurred in abso]ute terms,

'I'he reply was not acceptable as the Managemem is responsible for- timely
procurement of Raw Ilmemte/Beneﬁcmted Ilmenite so as to avoid plam shut
down. Further, the low capacity utilisation was also due to break-down of different
plants in the TP Unit. The under-absorption of fixed overheads due to low
capacity utilisation ultimately resulted in increase in unit cost of production.

2.9.3 Produotion Performance

2.9.3.1' Performance of Mineral Separation Unit

. The Company had a Mineral Separation (MS) Unit with a capaoity o .
produce 53,000 MT of Raw Ilmenite per annum from the raw sand. Heavy

- minerals like Rutile, Zircon and Sillimanite are also recovered.

The Company had its own laboratory to analyse the recoverable mineral

' content in the raw sand fed into the Wet/Dry Mills. The Company, however, had

not fixed any standard for recovery of the minerals from the raw ‘sand processed.
Audit worked out the quantity of recoverable minerals from the total quantlty of
5,31,993 MT raw sand processed’ in the Dry Mill based on laboratory report
prepared at the time of loading different lots and compared it with the actual
recovery. Audit found that there was gross under recovery of dlfferent minerals
valuing 6§70.48 crore.

-

* Worked out on the basis of average cost of power.
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_ The Company replied (November 2013) that there was no short recovery of’
Ilmenite as the plant was designed for 90 per cent recovery of IImenite. But based
on the design parameters of the Plant, the shortfall in recovery of other minerals
resulted in loss of 45.89 crore.

However, with better producuon measures loss of 45.89 crore could have
been avoided,

2.9.3.2 Performance of Titanium Dioxide Pigment plant

The production of TDP from raw Ilmenite involves the followmg four
different processes and routed through following four plants:

Table 2.3: ‘Productlon process and Capacity

. Production
Name of . o
Process involved ‘ capacity per
Plant . : .
_ annum in MT
IBP | Beneficiation of raw Iimenite. This consists of 55000
' equipment for reduction of raw Ilmenite in
Roaster, leaching of reduced Ilmenite in
Digesters and conversion of leached Himenite
to Beneficiated Ilmenite (BI).in Calciner.
U200 - !Chlorination of BI to Tltamum Tetrachloride 90000
{Tickle) )
U300 | Oxidation of Titanium Tetrachloride to raw - 38000
. |pigment _
U400 Converswn of raw plgment to ﬁmshed S - 40000 .
.| pigment

The deficiencies noticed by Audit in the funcuomng of these plants are -
summarised below; :

» Chlorinatior Unit (U 200)

In the Chlorination unit (U 200) of TDP, Beneficiated Hmenite is routed
through chlorine and calcined petroleum coke at 800° - 900° to obtain Titanium
Tetrachloride (Tickle). Impumles are removed and further treated with mineral oil
and distilled to obtain pure Tickle.

S Except U300
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As per norms, 0.535 MT of BI is to be fed in to U200 plant to produce
1 MT of Tickle. Based on this, out of 1,20,755 MT of BI processed, the Company
should have produced 2,25,709 MT of Tickle during the three years period from
2010-11 to 2012-13. Due to increase in impurities in BI the actual production was,

however, only 2,19,739 MT resultmg in loss of productlon of 5, 970 MT of Tickle
valued at 22.77 crore’.

It was replled (November 2013) that the norm for tickle productlon was

based on consumption of Q Grade Tlmenite havmg low percentage of metallic

.1mpur1tles The decline in rate of production of tickle was atributed to

procurement of raw Ilmenite having hlgher‘pcrcentage of impurities from private

parties when compared to Q Grade raw Tlmenite obtained from Company’s mine.

The fact, however remained that the Management failed to explore
procurement from other sources like Indian Rare Earths Limited having better

quality of raw Ilmemte for processmg in the Plant.
» Tltanmm Dioxide Pzgment Finishing Unit (U400)

~ In the TDP finishing Plant, the raw pigment sturry obtained from Oxidation

Unit (U300) is passed through different sub-sections viz., sand milling and

: classjfication, treatment with various chemicals, filtration, drying, micronisation,

scrubbmg, coolmg and baggmg the finished TDP.

There was low capacity utilisation of the U400 Plant. The major reason was
shortag_e of input feed resulting from shortage of .RawlBeneficlated Iimenite as
well as shntdown in the upstream plants. Tbe loss of margin due to ‘lack of inpot
feed of raw pigment slurry for the five years endmg 2012-13 was 96. 84 crore as

shown below

" Valued at the rate of 38,145 bemg average of cost of production of Tickle during the period 2010-11 -
to 2012-20i13.

+1334/2018.



26

Table 2.4 : Loss of margin

: ‘ Equivalerit Loss '
‘Loss of stream | . Average .
; of Production s Loss of Margin
L hourst due to lack of _ Margin . -
Period ] i (@5.75 MT per - (in crore)
' input feed (per MT)
: _ hour) .
2008 813 . 4675 15597 . 7.29
09 ‘ _ _
2009- 715 - AUl | 27652 11.37
10 . . V . - ‘ l
2010:11 J00 4025 . 19712 7.93
2011-12 2270 . 13053 40927 53.42
2012- | 3863 22212 7578 16.83
13| _ '
Total | 8361 - | 48076 |. . 96.84

The Company accepted (November 2013). that the major. reason for the low
capacity utilisation of the U400 Plant was shortage of feed material as weil as
shut down in the upstream plants.

2. 9 3.3 Inefflclencxes in the operatxon

On ana]ysmg the operatmnal performance, Audit found several operational
1nefﬁc1enc1es conmbutmg to increase in cost of production as detailed below: .

> Excessive down-time

A detailed anélysis of the down time of each of the production plants, from
IBP to U400 with reference to the actual stream hours® available duri'ng the five
years up to 2012-13 revealed excessive down time in each of the plants.
- Considering the achievable 297 days per annum of operation of IBP Calciner,
normal downtlme worked out to 68 days"l per annum. Similarly, achievable
operation of Pigment Production Plant (U200, U300 and U400) was 31 days per

annum and normal downtxme worked out to 54 days per annum. As the Company

* Amount of time that the stream remains inoperative. -

* There are two production lines in all plants except U400. The Company works in threc shifts and
stream hour per day is 24 x 2-48 hours. -

365297
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had to incur fixed overheads irrespective of the number of hours ‘the plant -
operated, the unproductive fixed overheads incurred. amounted to 64, 21 crore’ as
detaifed in Annexure 9.

The reasons for excessive down times were shortage of BI, frequcnt repairs

- and problems in U200 Plant.

» Shut down of U300 on account of problems in U200

Chlorine gas liberated during oxidation m 1[1300 is used in U200 for
chlormatlon

In the absence of s_torage,‘ both -these plants have to be opefated'
simultaneously and any problem in U200 forces to shut down U300 also.

Audit noticed that the shutdown in U300 plant due to problems inv_UZOO
plant had a generally increasing trend during the five .yea.rs ended 20]2-13. The
total down time in U300 plant during the review period due to problems in U200
was 6995 hours resulting in loss of production of 17,086 MT Raw pigment valued:
at 192.61 crore. This was attributed to the increase in frequeocy of the bed
draining? of chloﬁnators due to impurities/high silica content in BL Audit, on
further verification, noticed that the downtime in U300 Plant was disproportionate
to the downtime in U200 plant due to bed draining of chlorinators.

“Audit recommends that the Company should. explore the possﬂtnhty of
creating facilities for liquefying and storing chlorine gas liberated from U300
plant. ' ‘

The Company while acknowledging the aodit_ recommendation stated
{November 2013) that the chlorine gas liberated at U 300 is a mix of gases such as
chlorine, mtrogen oxygen, carbon dxox:de etc. and the mix cannot be techmcally
liquefied.

The reply was not acceptable since the Company was purchasmg liquid
chlorine.

" 25 55 crore in IBP, 9.02 crore in U200, 10.34 crore in U300 and 19.30 crore in U400 Pl:mt
? Removal of impurities from the chlorinator vessel.
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» Failure to replace Tickle. Pre-Heaters

The Cemral Power Research Institute (CPRI), Bangalore, after conductmg
~ energy- audit reported (February 2008) that the thermal efficiency of the Tickle
Pre-Heaters used in U300 Plant was as low as 4.35 per cent and recommended to
replace the existing with energy effiment ones to achieve con51derable reduction in
LPG consumption. '

The Original Equipment Manufacturer (OEM) for the tickle Pre-Heaters,
Selas Fluid Processing Corporation (SFPC), USA, offered (August 2010) furnace
with guaranteed thermal efficiency of 76 per cent which would enable savings of
975 tons of LPG per annum and the landed cost of two furnaces was around 8.90
crore. Ignoring the possibility of huge savings in the consumption of LPG, the
Company did not initiate effective action for replacement of the tickle Pre-Heaters
even after a lapse of more than five years. The failure in replacement of the Pre-
Heaters deprived the Compariy of the benefit of savings in cost of LPG to the
- extent of 13.24 crore» from August 2010 to March 2013.

"It was feplied (November 2013) that the é-tender for the tickle Pre-Heaters
was floated (August 2013) and due to lack of offers the vahdlty of the same has-
been eéxtended up to December 2013.

-2.9.3.4 Excess Conuump_tlon of Chemicals .
» Hydrochloric Acid

The raw Hmenite is first processed in the Rotary Roaster in the Ilmenite
‘Beneficiation Plant (IBP) to get reduced Ilmenite. The reduced llmenite is then
leached in the Digesters using Hydrochloric Acid. The spent Hydrochloric acid is -
regenerated in the Acid Regencration Plant and is used again in the Digesters. As
the'regcneratcd acid would be of lesser concentration;, Hydrochloric acid with
higher concentration procured from external sources is used as makeup acid to
1mprove the concentratmn of acid used for leaching.

The norm fixed for usage of makeup Hydrochloric acid for the production of
‘one MT of Beneficiated Il_mcnite (BI) was 0.65 MT whereas the actual
consumption during the year 2008-2009 was 0.84 MT. The Company raised the

¥ 975MT x 2 years 8 months % (average rate of 50945) = 13.24 crore.
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norm to 0.85MT in the subsequent year. E;fen after revision of the norm, the
actual rate of consumption during 2009-10 to 2012-1_3 ranged from 0.94 MT to
1.30 MT which far exceeded the norm. The excess consumption for the four years

¢ from 2009-10 to 2012-13 was 34,160 MT resulting in extra expenditure of 9.94

crore™.

The Company  stated (November .2013) that higher consumption of
Hydrochloric Acid was due to low quality of outsourced Ilmenite and action has
been initiated to overcome the raw material shortage '

Audlt noticed ‘that during the four years period upto 2012- 13 the Company
processed 2, 18, 241 MT of Ilmenite. Out of this, purchase from outside was only
46, 312 MT (21 per cent) and rest was met from own producudn of MS Unit.
Further the Company was aware of excess iron content in outsourced Ilmenite and
had fixed higher norms. '

> Liquid Chlorine

The BI obtained from IBP is subjected to chlonnanon in the U 200 Plant to
produc_:e Titanium Tetrachloride (Tickle). The Tickle when subjected to oxidation

in the U 300 Plant produces raw Titanium Pigment. The gascous chlorine

liberated during the oxidation process is recycled to U 200 Plant.

The norm fixed by the Company for usage of makeup chlorines for the
production of one MT of tickle is 0.10-MT. The actual rate of consumpﬁon of the
chlorine exceeded the norm showing an increasing trend during the last five years
ending 2012-13 and ranged from 0.11 MT to 0.14 MT. The excess consumption
during the above period was’ 7135 MT of qul.ud Chlorine ‘resulting in extra

expenditure of 4.90 crores.

The Cpmpany replied (November  2013) that the naturally odcufrihg ferrous
form of iron in the outsourced raw Iimenite which was carried over in the BI led
to the excess consumptlon of makeup chiorine. The fact, however, remains that

~* the failure of the Management in procuring raw Iimenite having required quality

resulted in the excess consumptlon of chemicals.

~+ % Worked out on the basis of weighted average purchm.c rate.

5 Chlotine purchased from external sources.
16 Worked out on the basis of weighted average purchase rate.
. . i b
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2.9.3.5 Other deficiencies
Premature failure of new Refractory lining for Chlorinator

The U200 Plant consists of three chlorinators. The‘réfractory lining of the

chiorinators was being done using indigenous bricks of silica and alumina costing '

14.40 lakh. In order to extend the life of the refractory linings and to ensure
‘ si_multéneous and continuous operation of the three chlorinators, the Company
decided to replace the indigenous b.n"cks,with electro cast zirconia based bricks on
experimental basis without ascertaining its technical suitability.. The Company
procured the zirconia based bricks at a cost of 96.95 lakh from SEPR Refractories,
JPalakkad on nomination basis and the relining was completed in' March 2012.
Though the firm assured a minimum life of one year, the Company did not obtain
any guarantee from the firm.

On putting the chlorinator into operation '(April 2012), there was increase
in internal temperature and the chlorinator could be operated only at a lesser load.
Consequently, the average production rate was.only 6.34 MT of tickle per hour as
. against the rate of 6.67 MT per hour from other chlorinators. During the above

period (April-October 2012) the chlorinator was under shut down for 535 days. The
refractory lining failed prematurely in October 2012. Request of the company to
_ mpiace the defective material was also not acceded to by the supplier. Thus, the
operaiionai' life obtained from the new refractory lining was only 150 days as
-agé.ir_:st the minimum assured life of one year. Thus going for the new refractory
lining without assessing its technical suitability and without insisting on
performance guarantee resulted in unproductive investment of 96,95 lakh.

The Compaﬁy replied (Névember 2013) that the new refractory hmﬁg for

chlormators was only an expenmental effort and that legal action was proposed -

against SEPR,

Audit, however, observed that the selection of thg refractory material as well
as the supplier was purely arbitrary. without resorting to global tender. The
progress in legal action proposed against SEPR was awaited (December 2013).

w -
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2.9.4 Pro;ect Management ‘ R
The Compary had implemented followmg three pro_|ccts dunng the period

covered in audit:

Table 2.5: New projects

: . tal Cost S
S1. No. Name of project : T? o8 Objective
- ( in crore) -
1 Capacity Augmentation of 29.41 . Self-sufficiency in BI
: IBP '

2 -Zircon Silliminate Plant 116,99 Improvement in Recovery of

' ' Heavy Minerals
3 ‘Effluent Treatment Pond | 37.24 ~ Effluent storage

~ Audit findings on the above projects arc-sthiarised below:—

29 4.1 Capacity -Au-gmentafipn of Ilmenite Beneficiation Plant

‘The plant was initially equipped with a stream of one Roaster, one Calciner
and four Digestefs with a total production capacity of 37,000 MT per annum of

* Beneficiated IImenite (BI).

During the period 2003—2008 four more Dlgesters were procured and
commissioned. As the number of Digesters in Operation became eight, the
Company initiated .(October 2008) a project for augmentation of capacjty by
procuring one Roaster and one Ca_lciher and atlied equipments at an estimated cost
of 32.37 crore (actual cost 29.41 crore). Though additional stream of one Roaster,
one Calciner and four Digesters had enhanced the prc;duction capacity to 74000
MT of B, the Company restricted the capacity augmentation to 55,000 MT due to

limitation in the capacity of the existing Acid Regeneration Plant (ARP) for

processing spent Acid. Though the capacity augmentation was targeted by January
2010, the project could be commissioned only in February 2011 mainly due to the
delay in completion of civil and structural works. The delayed commissioning of
the additional stream resulted in extra expenditure of 6.13 crore due to
procurgment of 11,266 MT of BI from private firms.

7 11266 MT x 5444 (difference between external purchase price and variable cost of B from lBl5).
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A review of production performance of the plant during the five years
ending 2012-13 revealed that the capacity utilisation of the plant in 2008-09 was
32,125 MT (86.82 per cent). While operating the plant with two streams during

2011-12 and 2013-13, actual production of BI was only 32,301 MT and 36,126 MT
- respectively and remained less than 50 per cent of the production capacity.

Moreover, the Company had to procure 5611 MT of BI from outside sources at an -
average cost of 50,675 per MT against which the cost of production was 35,089 -

per MT only even after the capacity augmentation resulting in extra expenditure of
8.75 crore®, '

The underutilisation of the IBP after the capacity augmentation also resulted
in steep increase in consumption of furnace oil during the last two years ending

2012-13. The excess consumption of furnace oil during 201112 and 2012-13 -

compared to that during 2010-11 worked out to 974.67 KL resulting in extra
expenditure of 3.56 crore.

It was stated {November 2013) that the original plant had a capacity to
produce 30,000 MT of Bl only. The Company also admitted . the excess
consumption of furnace oil. -

The above contention was not acceptable. As per the Detailed Project Report
(DPR} for the capacity augmentation, the IBP Calciner had the total capacity to
produce 37,000 MT of BI. Further, procuring 5611 MT of BI from outside sources
was not justified after augmentation of the capacity. '

2.9.4.2 Zircon Silliminate Plant.

The Company initiated (October 2008) the projectr for modification of =

the existing Zircon plant at an estimated cost of 21.05 crote to increase the rate
of recovery of Zircon from 812 per cent to 40 per cent and for recovery of
Silliminate. Audit found that the Zircon-Silliminate Plant scheduled .to be

completed by April 2010 was put into operation only in December 2010 due to -

delay in completion of civil and structural works by the contractor and
consequent delay in installation of plant and equipments. Further, problems in

the froth floatation system were also ©occurred. The short recovery of Zircon -

and Silliminate resulted in loss of 67. 84 crore.

® 5611 MT x 15586 (being the difference between external purchase price and variable cost of Bl
from IBP). - ’ ' ‘

o
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*
The Company reblied_ (Nofernber 2013) that the Plant was compieted w_ithin
a period of 14 months as ag_ai_nst'the scheduléd time of completion of 15 months,

The reply ‘was not tenable as the targeted period of 15 months was to be
reckoned from the award (December 2008) of consultancy agreement.

'2 9 5 Effluent Treatment

Wastes in the form of l]quld gas and solid are generated during the
manufacturing process of Titanium Dioxide. The ma]or wastes in terms of volume .
are (i) slurry generated from Efﬁuent Treatment Plant (ETP} and (ii) iron oxide

slurry from the ARP.

When the ponds for storing iron oxide and ETP slurry were on the verge of
filling up, the Company constructed new secured landfills (ponds constructed'
above surface) at the instance of Kerala State Pollntion Control Board (KSPCB)
and Supreme Court Monltormg Commmee (SCMC). The new ponds for the

~ storage of iron oxide generated in the ARP and the ETP sludge  were

commissioned in March 2009 at a cost of 37 24 crore.

As the pH value of the water. samples takeh from around the factory

' premises was low and the area has become acidic, the Chairman, KSPCB dlrected

(July 201I) the Company to take preventwe measures. However, the measures
were yet (December 2013) to be fully taken by the Company. ‘

Many pubhc interest lmgat:ons have been filed against the Company
alleging that its functioning was without necessary safeguards for environmental
protect}on without compliance to statutory directions and that the Company was
causmg hazard of radiation, depletion of ground water, depnvatlon of the water
for local people and pollution of surface, sub-surface and groundwater.

.Further, the Central Pollution Control Board (CPCB) had directed

_ (September 2012) the Company to carry out an environmental investigation

through ‘a reputed institution on the four non-capped old ponds to assess .
environmental risks, damages occurred and the need for rehabilitation. The

environmental investigation was not yet completed (December 2013),

‘ 1334/2018
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The iron oxide pond and more pamcularly the ETP pond are on the verge of -

filling up within one or two years. Effective steps have to be taken at the earliest
for disposing of the iron oxide (hazardous waste) and ETP wastes stored in its
‘premises as ‘otherwise the accumulation ‘would create senous risks on
sustamablhty of the Company.

The Company replied (November 2013) that efforts were taken for dlsposal
of iron oxide to competent end users by inviting tenders and action initiated for
installation of a suitable filter system for dewatering iron oxide for dumping it to
the new pond. Further efforts were also underway for marketing ETP solids.

Considering the adverse environmental impact and pending litigations,

Company needs to address the issue urgently.

2.9.6 Purchase and Inventory Management
2.9.6.1 Procurement of raw matena,l and stores
System of procurement

The Purchase procedure approved by ‘the BoD in September 2001 regulates
the purchase of raw materials, stores and spares so as to make purchases at the

most compemwe rates through fair competition. As per the purchase procedure, an

exhaustive vendor list shall be prepared covering all the 38,608 items of materials

required by the Company. The Company fol]ows limited as well as open tenders

based on the nature of purchase.

*  Limited tenders for purchase of itetns valuing less than 10 lakh w1th
© minimum three quotations.

*  Open tenders -for all annual contracts and all purchases above 10 lakh or
if the approved vendor list for an item to be procured by hmlted tender is
not sufficient to get competitive response.

For all major purchases, the Company assesses the annual reqmrement and ‘

-orders are placed for staggered delivery in 12 months. The Materials department
_-invites tenders and the Tender Commitiee consmtmg of representatives from
Materials, Finance and user Departments evaluates the bids and finalise the tender,
The Materials department places orders with the successful bidder with the
approval from the Managing Director. This is not required to be approved by the
BoD. ' '

7Y
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System deficiencies

The Procurement activities of the. Company were, managed by a
computerised system using Oracle software and Power Builder application. Audit
analysed 65,584 enquiries, 87,360 quotauons 37,437 purchase orders and 84,874
Stores Receipt Notes using IDEA software to check the effectlveness of the
controls in the system which revealcd the followmg deficiencies:

2.9.6.2 Failure to develop Vendors for all items

The Vendors list prepared by the Company contains vendors for only 15,287

items as against 38,608 items of materials required by the Company. Further, only

one vendor each was registered for 4,903 items and two each for 1,929 items. The

"Vendor lists were not being updated periodically. Due to the absence of sufficient
“Vendors, competition could not be ensured, Audit noticed that out of the 13,950

limited enquiries issued to approved vendors during the period covered i in audit,
3,181 enquiries were send to one vendor only and 1151 enquiries were send to two
vendors only. Agamst 3181 smgle enquiries made, 3108 quotations were recelved
of which 2609 quotations were accepted and purchase orders were issued. Thus,
purchases worth 45,04 crore were made on single quotatlons without ensunng :

competitiveness of the rates.

The Company replied (November 2013) that many 1tems in the Management

-Information System had become redundant and updation of the same was in o

progress and vendor development was also given priority. It was further stated that
the purchases were made on single bid basis where only Original Equipment

* Manufacturer {OEM) supply could be possible.

However, the fact remained that the Company was molatmg its own
purchase procedure and competmveness was not ensured in all purchases.

2.9.6.3 Procurement through limited tenders violating the monetary

'lumt

Though the monetary limit for limited tenders was restricted to 10 lakh out
of 2609 purchase orders placed on the basis of limited tenders, value of 69
Purchase Orders placed ranged between 10 lakh and 203.07 lakh as per database -
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* maintained in Oracle, violating the purchase procedure and total purchase value
stood at 23.94 crore, Thus,-thesé' purchases were made without ensuring
competitiveness of the rates obtained and resulied in irregular procurement of
materials.

Company nepiied' {(November' 2013) that sparé equipments/subsequeni
replacements fof spare parts supplied by OEMs were to be procured from the
safne.party on limited tender basis for interchangeability even though the value
exceeds 10 lakh. . s o '

However, Audit ﬁoti_ded that the Company did not have an approired policy
for such procurement and even the ‘spares hairiﬁg approved drawings and high
value equipments like motoré, front end loaders etc. were also purchased from
single s'ou.rccs without floating open tenders. '

2.9.6.4 Extra expenditure due to deficient procurement

On scrutiny of records relating to procurement of raw materidl, stores and

spares Audit noticed various deficiencies leading to extra expenditure of 21.14

crore in the procurement as discussed below:

Failure to execute agreement and consequent non-recovery of extra
cost on risk purchase - ' ' '

Audit ﬁoticed that the Company did not have a systerﬁ of executing
agréemem with the suppliers and as a result some of the suppliers, after supplying
a portion of the ordered quantity, stopped supplies citing increase in market prices.
Resultantly, the Company.l procured the short/non-supplied material at higher rates
from alternate sources incurring extra expenditure of 16.53 crore in the
procurement of raw materials and chemicals during the period 2008-09 to 2011-12
as detailed in Annexure 10 ' Co

The Company while accepting the - a_udii finding intimated thé; valid
agreements would be executed- with suppliers in future.

» Undue delay in finali_sﬁtion of tender and comsequent non-
acceptance by the party ' ' :

*
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The offers were valid for a specific period stipulated in the bid and the °
Company should have finalised the tenders and place orders within the validity of
the offers. Audit, however, noticed instances where the Company failed to finalise
the tender within the validity period and orders were placed after the expiry of the
vahdlty penod As a result the bidders refused to accept the order and the
Company .had to procure the material at higher rates obtained in subsequent
. tender/next hlgher bidder. Failure of the Company to place orders within the
validity period of the offers resulted in extra expenditure of 8.38 crore in purchase
of four items as detailed in Annexure 10.

~ The Comp'any.rcplied. (November 2013) that the Company with a unique
procéss and the resultant requirement for raw materials with stringent
speczflcanons had to maintain .an ethical and cordial relanonshxp with the available
suppliers to ensure that all the sources are accessible at all times. In case of
-sodium silicate, the order could be placed only after the completion of supply n
the previous order and in case of Calcined Petroleum Coke (CPC); the party
_provided a limited validity period for the prices, In respect of magnesium, it was
stated that the offer of Minerals and Metals Trading Corporation (MMTC) was not
valid for three months as stipulated in the bid and that the stipulated ‘technical
spemflcatxons were not confirmed by MMTC. - :

- However, the fact remained that the Company could not obtain the validity
period extended 'so that a valid purchase order could be placed. In respect of
procurement of magnesium, Company could have obtained confirmation regarding
the technica] specifications after clarifying with MMTC.

» Extra expenditure due to allowmg pnce mcrease though the
pnces were firm

_ “The purchase orders stipulated that the prices were firm during the tenure of .
the contract. The Company, however, allowed enhancement in prices as demanded .
by the suppliefs of petroleum coke and liquid oxygen during the validity period.
The extra expenditure .incurred on account of this worked out to 1.23 crore as
" detailed in Annexure i0.

-



38

It was replied (November 2013) that the price revision for NPF grade
petcoke was allowed on the basis of the terms of agreement and based on the price '
of M/s Reliance, the only producer of the material in the country. Price revision -
for Liquid oxygen was made for a major additional quantity required on urgent
basis due to break down of the captive oxygen plant,

Audit, however, noticed that the terms of tender with respect to validity of
price had been subsequently reduced from 12 months to three months and repeat
orders were given without floating fresh tender and also the Company has not
instituted any mechanism to monitor the price of M/s Rehance The price revision
for liquid ‘oxygen was not on any additional quanmy but on the original ordered
quantlty

> Deficiencies in vendor updation and vendor evaluation

Audit noticed instances where the registered vendors backed out from their
offer cmng errors in their original offer. As a result the Company had to procure
the spares at hlgher rates from the samefalternate 'vendors incurring extra
expenditure of 3.42 crore as shown below:

Table No. 2.6: Extra expenditure on purchase of spares

* Original offer | Actual procurement
] : Extra
Ttern Name of Rate . Vendor © | Rate Quantity | expenditure
-Vendor ( in fakh) . {in (in crore)
lakh)
Radiant | UNI' 22.01 UNI Abex | 45.21 2.nos. 0.46
coil. | Abex | - . A]lby |
‘assembly | Alloy | products -
‘ products ‘
Inlet stand | Titanium| 2608 | ASE | 10010 | 4 nos, 2.96.
_pipes | Tantalum | Apparateban | -
products Gmbh

“Total - 342
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The mahugement while accepting the observation stated (November 2013)
that the purchases were made from OEMs.

However, the fact remained that the original lower prices were quoted by the
listed vendors and the purchase of radiant coil assembly was made from the same
firm at higher rates and in case of inlet stand pipes, the lower rates offered by the
listed vendor was not honoured by the firm and hence extra expenditure had to be
incurred.

- 2.9.6.5 Failure to ensure quallty of Calcined Petroleum Coke for
regulatmg payment ‘

The Company uses Calcmed Petroleum Coke (CFC) as fuel in the
chlorination plant and the average consumptmn during the last five years was
9,926 MT per annum. During. the five years ended 201l2-13,-‘ the C'ompa:ny
procured 49,631 MT of CPC with 3.5 per cent Sulphur and | per cent Ash at a

total cost of 110.48 crore. Audit noticed that though the price of CPC was
determined by the sulphur and ash content in it, the Company did not have a
mechanism to ascertain the same in the CPC supplied and to regulate payments
“accordingly. Increase in the sulphur content and slippage to the lower grade
having high sulphur and ash content would give a minimum price advantage of
3364 per MT to the suppller and the financial impact of the same would be 16.70
" crore in respect of 49,631 MT procured :

The Company while acceptmg the observation stated (November 2013) that
the Company did not have the facility to analyse sulphur content and action for
outsourcing the same was in progress.

. 2.9.6.6 General lapses in procurement |

Audit noticed following general lapses and deficiencies in the finalisation of
" tender and issuing of Purchase Orders: ' '

» In the IT system, the lab module was not integrated with other ‘modules
to enable the system to generate the payment advices/debit notes to the suppliers
based on the actual quantlty accepted and the quahty parameters as per the lab
report. '

g
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' The Company while éndorsing the audit o_bserVati_on replied (November
2013) that the existing system was designed in such a way that lab module was
not integrated for the incoming materials. In the proposed higher end ERP
integration would be possible.

» Penalty was not imposed on suppliers delivering inferior quality matgi’ials
resulting in rejection after quality analysis so as to recover the expenditure
incurred by the Company on chemical analysis and handling and storage of the
materials. -

The Company replied (November 2013) that in case of rejection of
consignments the loading/unloading and transportation charges, if any, incurred by

the Company are recovered from the supplier.

However the fact remained that no specific clause for penalising the supply
of inferior quality supplies were incorporated in the terms and conditions of
purchase order in order to restrict the supply of substandard materials which had
to be accepted with deviations in times of scarcity for the continuous operation.

2.9.6.7 Inventory control

On an analysis of master table of materials, stores and spares, Audit
observed that out of the 38,608 items: '

*  Stock levels {maximum/minimum and reorder ievels) were not fixed for
28,118 items. '

*  Stock of 2170 items for _wﬁich stock levels were fixed exceeded the
maximum level. The cost of the excess stock worked out to 4.98 crore.

*  Stock of 2306 items for which minimum level was fixed fell short of the
minimum level, :

*  Classification based on the consumptioﬁ value of inventory was not
" specified for 22,022 items. '

*  Classification based on the criticality of inventory such as Vital, Essential
and Desirable (VED Classification) was not specified for 21,937 items.

. 12,672'itcms valuing 13.44 crore were, not issued for _consumptioh for
the last five years and 1345 items valuing 2.71 crore were not issued for
 consumption for the last three years.
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¢
»  Paper bags were overstocked and the stock as on 31 March 2013 was
- sufficient to cater to the requlrement upto 13 years as per the current level
of productmn

The Company whlle acceptmg the audlt findings rephed (November 2013)
that a committee has been formed for reviewing all non-moving items and the
stock of paper bags could be depleted within two-three years based on projected
sales and further purchases will be made only after considering the present stock.

2.9.7 Marketmg Management

The Company is the only producer of Rutile grade TDP in Indla and has'
been selling five grades of pigment in the domestic as well as foreign market. The
low import duty (10 per cent) on TDP caused increased competition from
multinational companies in the domestic market. In domestic market the products
are being sold through Stockists as well as directly. :

2.9.7.1 Sales Performahce

The Company has not adopted any long term marketing policy and did not
have a system of marginal costing for facilitating effective-marketing and pricing

- decisions. The marketing measures including the price fixation is being generally
‘reviewed and fixed on a monthly basis by Marketing Promotion Committees

(MPC). The Company's markeung can be broadly class:ﬁed intp domestic and .
exports. -

The table below compares the Company’s actual sales w1th budgeted sales of
TDP for five years ended 2012-13. ' .

Table No.2.7: Companson of actual and budgeted sales
| Actual Sales (MT) _| Percentage

' Budgeted Proﬂuctic_m ‘Domestic | Export Total | of actual
-Year | sales (MT) . sales to
: (MT) ' budgeted
: sales

2008-00| 44352 | 35486 | 31820 | 7338 | 39158 | 8828
2009-10 | 40452 | 35908 | 32082 | 4284 | 37266 | - 92.12
2010-11 | 40452 | 36879 | 30760 | 5854 | 36614 | 90.51
201112 | 39064 | 29117 | 20721 | 4091 | 24812 | 6352

2012-13 | 39064 | 26974 | 22437 2446 | 24883 . 63.70
Source: Anmual Accounts of the Company for respeca' ve years.

¥ Consisting of The Managing Director, Executive Directors (Fmancefl‘SPlMS). Joint General
Manager (T), HOD (Fmance) and HOD (Marketing).

1334/2018,
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As could be éeen from the above Table, total sales showed a decreasing
trend. The actual sales vs the budgeted sales' also recorded gradual decline and
reached 63.70 per cent in '201_2-13 from 88.28 per cent in 2008-09,

~ The shortfall in achievement of térget. was mainly due to absence of an
effective pricing policy, lack of synchronisation of sales plan with actual

production, which ultimately led to non-execution of sales -orders as discussed in o

paragraphs 2.9.7.2 to 2.9.7.4.

The Comipany replied (November 2013) that in a volatile market, it is bound
to adopt flexible marketing strategies rather ‘than long term’ policy and- non
achievement of target was not attributable to lack of synchronization of sales plan
. with production but due to the melt down of globai economy ii the recent times.

The-reply was not acceptable -as the demand for'-T“ltani_um Dioxide in the
domestic' market increased from 61785 MT in 2008-09 to 2,00,000 MT in
2012-13 and Com_pany's sales decreased from 39,158 MT to 24,767 MT.

2.9.7.2 Absence of pricing pdlicy.
' The Comb'any did not have a well defined pricing policy to regulate the
prices considering the profit margin based on cost data available with the
Company to achieve maximum sales. The MPC failed to analyse the
- variable/fixed cost and the profit margin per MT to take timely decision on

fixation of selling price and instead fixed the prices after ascertaining the selling
price of the competitors in the domestic market.

On an’analysis of monthly sales and stock position: Audit noticed that the
brice of RC 822» registered an increase of 146.51 per cent from 86,000 {April
2008) to 2,12,000 (September 2011). However, the monthly domestic sales
declined from 3378 MT (April 2008) to 1596 _MTl(September 2011). The MPC,
however, pegged the price at 2,12,000 for a long period i.e. upto July 2012 and the .
monthly sale_s further declined to the minimum of 897 MT (September 2012)
- which led to piling up of stock upto 6785 MT(March 2013). When the price
started declining in August 2012, the monthly domestic sales increased from 1021
MT to 3605 MT (March 2013). - '

™ This grade constituted 80 pet cent of total sales.
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Audit further noticed that the Co'mpany had a profit margin of 61,532 per

MT at the selling price of 2,12,000 (2011-12) and the MPC should have reckoned

this fact in order to avoid steep fall in sales and consequent accumulation of stock.
In order to liquidate the stock the Company sold 684 MT (March 2013) at a-
negotiated average selling price of 1,39,314 per MT to three pa:tresz' as against the

" normal selling price of 1,60 000 per MT resultmg in a loss of 1.41 crore.

 The Company re_plled (November 2013) that to be competitive in market it

requires market to market pricing strategy. than a marginal cost/cost plus approach,

The reply was not acceptable since the Company had a profit margin of
6,532 per MT at the selling price of 2,12,000, and it could have further reduced ’
the seIlmg price to maintain the sales vo]ume When the Company reduced price |
in August 2012 to 2,06,000 and continued price reducnon up to 1,60,000 i in
March 2013, the sales volume mcreased from 1021 MT to- 3605 MT dunng. the

. corresponding period.

2.9.7.3 Failure to plan prodiiction in line with sales order‘

The U200 plant is having an installed capacity of producmg 90,000 MT of
Titanium Tetrachlonde (Tickle) per annum, Though the Company produces tickle
mainly for its captive use in the product:on of TDP, it also sells tickle to other
firms based.on the orders received. Audit noticed that though there was sufficient
profit rnargm as well as spare capacity for producmg Tickle, _the Compa.ny did not

execute the orders in full. The profit margm of Tickle, as per Cost Audrt Report,

. during the review period ranged between 23,000 to 48,800 per MT. The position

of actual production‘and salc of Tickle during the five years ended 2012-13 was as

- below;

¥ M/s Chimica, Italy, ESSAR Infernational, Mumbai and Chemcoat India Limited, Thane.
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Table No. 2.8: 'Pm(_iuc‘tion and sales of tickle

Insta Under )
.| Actual —_— Sales Sales | Margin| Loss
lled . utilised | Targeted ; Sales order : .
‘Year Product : . order _order ( per (in
Capa capa | sales | Received
ion . ‘ Executed | Cancelled | MT) | crore)
city city .

{inMT)

2008-09| 90000 | 82857 | 7143 | 2000 919.61 909.36 |  10.25 36916 | 0.04

2009-10) 90000 | 83642 | 6358°[ 1200 738.35 7.5 20.85' 33636 | 0.07

20_10-11. 90000 { 86232 | 3768 | 1200 241098 | 1822.54 | 588.44 | 23207 | 1.37

2011-12° 90000 | 69235 | 20765 | 4400 376511 | 189331 | 18718 488361 9.14

| 2012-13 [ 90000 | 64272 | 25728 | 4400 2215.95 2Q63.82 '152.1_3 48954 | 0,74

Total | 450000 | 386238 | 63762 | 13200 | 10050.00 | 7406.53 | 2643.47 11.36

The Company was not able to achieve' 60 per cent of the sales targef for
Tickle. Failure of the Company to plan production in line with the orders in hand

despite sufficient capacrty resulted in cancellation of orders and consequent loss to
- the extent of 1136 crore. )

The Company replied (November 2013) that though they could not sell
tickle as per the sales orders recewcd that quanmy was.converted in to Titanjum
Dioxide Pigment. -

The reply was not acceptable as the production capacity of Tickle was
90,000 MT per annum and actual production was only 69,235 MT and 64,272
MT during the last two. years and the average stock of TDP was 5937 MT. In~
View of the tight c'o_mpetitionrin TDP market and good margin available from
tickle sales, the cancellation of sales orders lacked justification.

2.9.7.4 Failure to maintain minimum stock

On a test check of sales orders received by the. Company, Audlt noticed that
the customers in their orders c}early mentioned delivery schedules (date-wise), the
-grade, quantlty and location Company, however, failed to plan productmn in line
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with the orders leading to cancellation of orders for 4286 MT of TDP during the

- five years ended 2012-13 as below.

Table No. 2..9: Demand and sales of TDP

Orders received ~ Sales .| Orders not Executed
Grade (MT) MY .(MT)
RC822 | 118159 15732 . 3427
RC8I3 | . 7094 5716 1378
RC800PG - 14862 14486 376
'RC808 151 © 1430 - 105
Total 141626 137364 4286

The cancellation of orders was due to insufficient stock. Although RC 822
and RC 800 PG grades constituted more than 90 percent of the sales volume, the
monthly stock of RC 822 ranged between 18 MT and 872 MT for 36 months and
that of RC 800 PG ranged between 0 MT and 99 MT for 30 months during the
period covered in audit. In respect of RCS813 the monthly stock varied from 0 MT
to 99 MT for 41 months during the review period.

Failure to maintain minimura stock of the TDP resulted in' cancellation of
sales ordex& to the tune of 11.53 crore durmg the last five yeats. C

The Company replied (November 2013) that dunng a period of high demand ;

- it would be difficult 10 cater to the requirements of customers in a uniform manner

and difficult to maintain buffer stock as required.

The reply was not acceptable as the Company was holding huge volume of -

* stock of RC 822 during the last two years wlthout maintaining minimum stock for

the other grades which ultimately resulted in cancellatlon of confirmed sales
orders and loss to the Company.

2.9.7.5 Domestic vis-a-vis Export Sales

The Company had been exportih‘g'TDP and details of quantity sold, price per
MT, margin per MT, etc., for domestic and export sales for the five years ending
2012-13 are as below:
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Table No. 2.10’:_ Export and domestic salés_

Particulars 200809 - 200910 2010-11 2011-12 2012-13

Export | Domestic | Export | Domestic | Export | Dotmestic | Export | Domestic | Export | Domestic

Quantity | 7338 | 31820 | 4284 | 32082 | 5854 | 30760 | 4091 | 20722 | 2330 1 22437
sold (MT) ' ‘

Average | 96137 | 104201 | 107701 [ 124264 | j34494 | 140759 | 156971 198843 | 148627 | 184491
selling
price/MT
(in}

Costof 89838 88204 99538 -] 96512 121924 | 121047 | 155449 | 156058 | 176913 | 176913
sales .

(in}

Margin per | 6299 15897 BI63 27652 12570 | 19712 | 1522 | 42785 (—j 28286 7578
MT ()

Source: Compiled by audit from the Cost Audit Reports.

_ The_ margin on e)_cpoft sales was much lower as compared to the domestic
sales. The export of TDP during 2012-13 resulted in cash loss to the extent of
6.59 crore* as the export margin was negative during the year.

Company admitted (November 2013) the audit observation and stated that it
was decided to partially meet the requirement of their export clients in order to
maintain overseas presence that was already established.

2 9.8 Financial Management
Loans finvestment in other Public sector Undertakmgs

The Company extended loans to the tune of 43.05 crore to four PSUs and
investments 1o the extent of 35 crore in two PSUs as per the directions of the State
Government during the period from 200809 to 2012-13. The total amount
: outstandmg as on 31 March 2013 was 98.72 crorez.

Of the above, loan amounting to 3.05 crore was interest free. Though loan of
30 crore extended to Kerala State Textile Corporation Limited (KSTC) carried

| 2 28386 x 2330 M.
» Loan - 63.55 crore and Investment - 35.17 crore.
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mterest at 'seven per cent, KSTC had not paid any amount towards interest or
principal so far, The loss of mterest {at seven per cent) to the Company on tlus

account ‘worked out to 2.10 crore per annum,

. Further, loan of 23.52 crore extended to different PSUs are doubtful of

recovery, especially those ad(rance_cl to Kerala State Cashew DeVeloﬁment .

Corporation Limited 9.78 crore and Kerala State Cashew Workers Apex Industrial

- Co-operative Society Lirhited-(2.36 crore). The Company had already written off

0.34 crore and provided 1.86 crore towards doubtfu] loans. The Company availed -
a Cash credit of 50 crore (avalled 21.58 crore in May 2013) from Banks during the
year 2012-13 for meeting its workmg capltal requirements and incurred 0.87 crore .

towards interest,

The Company replied (November 2013) that the financial assistances were
extended as per the direction of the Government and actions were already initiated
to recover the amounts from the PSUs. It was also stated thit though the
sanctioned cash credit was 50 crore, the average -availment was around 10 crore .

only. o

Howeirer the fact remained that a major portion of the cash balance of the
Company was eroded due to Government directions which was against the
financial interest of the Company. -

2.9.9 Human Resource Management
2 9.9.1 Payment of excess wages due to poor productivity

The Company had deployed 1125 employees on an average in TP Unit
during the period covered in audit who were dlsmbuted among production,

* maintenance and admmlstrauve departments.

Audit reviewed the utilisation of manpower in Production department and
found that the labour productmty had decreased in the last two years as detailed
below: -

-

. * These entities were incurring Tosses and running on budgetary support.
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Table No. 2.11: Excess wages pﬁid

Progiuc g | Man | Toul
Capacity | Normal man| Overtime Excess
tion of : : Total man | hours |  wages
utilisation hours hours : wages ( in
Year TDP . : ‘ hours | utilised | paid ( in
: 1 (per cent) worked worked i crore)
o™ _ _ : per MT | crore) .
2008-09 35486.' 83.72 822056 145924 967980 27 30.06 0
2009-10 | 35908 £9.77 782813 161197 | 944010 27 34.60 0
20111 3687? 7 92.20 797712 190564 988276 27 40.9] 0

2011-12 | 29117 72.79 786751 170202 | 956933 33 53.41 9.53

2012-13 | 26974 |  67.44 | 722060 | 150316 | 872376 | 32 | 5557 | 9.8

Total 3911392 | 318203 4729595 214.55 A18 T

As could be seen, the man hours utilised per MT of production was 27
during the first three years. When the production was reduced during 201112 and
2012-13 the man hours utilised in¢reased to 33 and 32 hours per MT respectively.
The unproductive wages paid by the Company on account of lower labour
productivity worked out to 18.71 crore. '

The Company accepted the audit observation and stated that the increase in -
man . hours utilised was mainly due to the low throughput from the pigment
production umit which was due to various reasons like raw material shortage and -
techmcal issues. .

However the fact remains that the management's failure in arrangmg the
required raw materials and utilising the plant in optimum level has resulted in
excess wages and the engagement of workmen on overtime could have been
avoided. ' - ‘ '

2.9.9.2 Other deficienéieslirfégnlarities

A feview of the position of manpower revealed that as on April 2013 there
was a shortage of 368 employees in TP Unit and excess of 225 employees in MS
Unit in workmen category The pay rolls are mahaged using COBOL data base of

‘THP system. Audit analysed 14,46,942 records using IDEA software and notlced '

the following deficiencies/irregularities:
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_As per the provisions of the Factoriés Act, 1948 and Kerala Fap_tories Rules
1957, the total hours of work in any day shall not exceed 10 hours, total hours in a
week including overtime shall not exceed 60 hours and total hours of overtime in

"a quarter shall not exceed 30 hours. If a worker is engaged for shift work

continuously for three shifts, his next shift shall not commence before a periqd of

16 hours has been elapsed. The Company, however, engaged its employees on
overtime violating the above provisions as detailed below:’ '

*  Out of the 1393 employees, 1156 employees worked on 242848 days in
excess of the prescribed maximum working hours of 10 per day.

*  Overtime of 135065 hours was allowed to 905 workers in 13652 man
days during off days. ' B

. Du.ring the period of five years 1979 days compensatory off for
continuous four or more shifts working was given to 134 employees, This
had resulted in overtime of 3 1664 hours,

* Instances of workers working for-more than 56 hours in a week,'ovcrtime
exceeding more than 50 hours in a quarter were also noticed. '

* Overtime wages were to be calculated on the basis of 240 hours of work
in a month whereas the Company reckoned 180 hours only. This was
pointed out in the Report of Comptroller and Auditor General

- (Commercial) for the year 2009, This mistake has not been rectified so
far (November 2013). The non-rectification of the method of calculation
had resulted in an extra expenditure of 10.53 crore during these five
years.

. The Comp_émy replied (November 2013) that the restrictions imposed by the
Factories Act on overtime work is not fully workable in the absence of leave
reserve and off reserve and the requirement ' of manning- the operation-
continuously. The mistake in mif.thod of calculation of the overtime wages could
not be rectified as the trade unions did not agree for any change in the existing
practices. ' IR ' '

The feply was not acceptable as the managemerit failed to abide by the
provisions of Factories Act and to deploy the available man power optimally.

1334/2018;
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Conclusion -

Under-utilisation of the available capacity led to increased cost of
production, declining market share and stock accumulation.

The existing infrastructure could not ensure the extraction of heavy
minerals at the optimum levels. -

The Company violated its own purchase procedﬁre and procured
materials of hlgh value -on hmlted tender basis, instead of mvmng

* competitive open tenders.

. The Company failed to ensure supply of ordered quantity at quoted price

by the suppliers and allowed short/non supply of materials resuiting in
procurement of same at enhanced prices even from same suppliers.

The Company failed to comp'ly with the provisions of Factories Act and
Rules while engaging employees on overtime and could not regulate the
expenditure on this head in accordance with the level of production.

The Company failed to synchronise the production according to sale
orders and lost margin due to dxsposal of accumulated stocks at
negotiated prices. -

There was lapse on the part of the Company in taking timely decision in
fixation of price. Despite having a cost data it prolonged the higher-price

- which adversely affected the sales and rcsultcd in reduction in sales and

accumulation of stock.

. Extension of loans to and investment in other PSUs resulted in blocking

up of its funds in unproductlve manner.

Recommendatlons

The Company may:

develop a mechanisin for periodical assessment of cost of production
with cost data and investigate the reasons for increase in cost of
production;

- utilise the capacity of plants at optimum level to avoid under absorption

of elements of cost especially in view of increasing power cost and

employees cost;
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¢
* ensure that émployees are engaged on overtime to utmost hecessity an'd,
benefits are derived from such additional expenditure;

* make periodical revision of registered vendors and explore possibility of
finding new vendors with price advantage through wide publicity or
using of web enabled e-tendering system;

e 'incorporaie a clause in open tenders and limited tenders for raw
© materials, stores and spares insisting the successful bidders to execute an
agreement for Lininterrupted supply and also make a provision for
imposing penalty in.case of breach and to Keep the price fixed during the
validity of zi'grecment; _ ' : : : '
* should scrupulously follow. the approved purchase procedures of 200]
and take action to make required modifications to ensure most
competitive tenders, using of software for evaluation of tenders, etc. and

* should utilise the available cost data effectively, price the products to
optimise the sales in view of competition and to avoid accumulation of
stocks, ' -

~ [The Audit Paragraph 2.1.2.9. 9.2-¢qntained in the Report of the C&AG for
the year ended 31 March 2013] g .

The notes furhighed by the Government on the Audit Paragraph are given in

-App_endix L - .

Diséussion and Findings of the Committee

1. The Committee noted that even though Kerala ‘Minerals and Metals
Limited is a profit making company, quantity wise turnover was less and its profit

“was due to the increase of price in world market. The Comimittee remarked that

Kerala Minerals and Metals Limited procures raw materidls for production of
Titanium Pigment by mining their own land and hence has no investment of their
own. The witness disagreed with the remark of the Committee 'that_ KMML has
no investment of its own and that they are only trading the minerals excavated
from the earth and hence no contribution to the industry is. made: and further
explained that KMML produces its main product ie, Titanium Pigment by
6on#erting- raw Ilmenite ‘through elaboratq <hemical processes which needed
investment in production. _ ‘ S '
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2. The Committee evaluated that in 2011-12, the proﬁt was 7154 crore but
in 2012-13 it dra.'stically reduced to ¥ 75 crore_and enquired about the reason
behind the fluctuations in profit. The witness replied that due to several reasons
‘there were fluctuations in the quantity and trade of the end product of the
company ie, Titanium dioxide. He admitted that production and sales were less
during some years which led to a decline in profit. He further explained that the
profit fluctuations faced by the company was a reflection of price escalation which
occurred in the international market, When stock accumulated, the company was
forced to reduce the price. He claimed that the company adopted an aggressive
pricing policy and at present operations were being carried outrac'cordingly. He
added that in addition to the expense duting the production of Titanium dioxide
© pigment, the company has to bear labour cost while conducting mining process.

3. The Commitiee criticized the company for not maintaining financial
discipline. The withess explained that the existing problems were being solved to an
extent and that the strategic advantage of the company was the aifaj,lability of raw
materials in abundance. " The witness further brought to the notice of the Committee
that the profit rate of those compames which had to purchase raw materials from
outside sources are facing decline. He further added that the value addmon made by
KMML on its product was not meagre.

4. The Committee enquired about the modernization programme carried out
by KMML duririg 1998-1999. The - witness answered that technological
modernization and the capacity upgradation of the existing pigment plant were
- carried out during that period. The witness further explained that the proposed
mineral industrial complex project aims at converting Ilménite to high_value added
Titanium. He also mentioned about the proposed preject which intends to convert
minerals like Silicon, and Sillimenite into value added products and also about the
project to convert Tltanlum $ponge into value added products like plates tubes
etc. for making rockets by VSSC.

5. When the Comrmttee enquired whether studies have been conducted
about duration of mining process to be carried out at Chavara and about the
availability of resources there, the witness explained that research study about the
mining process of KMML in Chavara had been conducted by Atomic Energy
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Research Board. Acc.ording to them that area has an abundant deposit of black
sand and beach wash. The Committee observed tha_t under such conditions there
is scope for a mega project:

6. The Committee pointed out the allegation, that after acquiring adjacent
land KMML failed to pay compensalion to the land owners and enquired about
the violation of agreement to rehabilitate the inhabitants after acquiring their land.
The witness explained that KMML had assured rehabilitation of the inhabitants
only in Kovilthottam area. The initial plan was intended to evict people from that

" area during mining time and after the completion of the mining process allow
‘them to re-occupy the land. The witness admitted that they were not able to carry

out the rehabilitation since the mining process has not been completed as expected

and agreed to rehabilitate people soon after the completion of mining.

7. To a query about the measures taken to reduce depreciation, the witness replied
that severa] measures had been taken to overcome the depreciation. He further added that

~ the variation in preduction quantity depends upon the availability of raw materials and

the problems of the _machineries.

8. The, Committee enquired if any wornout or replaceable equipments were
being used and about the fund allocation from Government for replacement of
such equipments. The witness replied that due to a gas leak the plant had to be
shutdown for 45 days during 2014-15 and that led to a loss of ¥ 24 crore. During
2015-16 the profit was meagre due to agitation of contract workers. He further
explained that wornout equipments have been located and the amount needed for
their replacement has been included in the company's yearly capital budget. He
added that KMML plans to take up iinprovemcm projects which were delayed for- -

~ years, with the suppdri of Industries Department and mega projects were

implemented with the aid of Government. The witness assured the Committee that
KMML would solve the present problems within one or two years anid render the
company full fledged. ' ' '

.9, The Committee pointed out the shortfall in recovery of other minerals
from the raw sand processed, resulting in a loss of T 45.89 crore. The witness
replied that due to lack of proper facilities, only 8% of Zircon/Sillimanite could be
recovered during the period of audit. The machifiery has been improved at present
and the recovery raised to 40% and a project has been submitted to government
by the company to improve the recovery from 40%.
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10. The Committee probed into the present position of the legal action
against M/s 'SEPR. The witness pointed out that inorder to improve the life of
Chlorinater, specialised zirconia bricks were tried but were able to get only one
month life. Legal action was not initiated as there was a doubt whether it would

be legally sustainable; since it was not possible to prove that the technical default -

occured was mainly due to the wrong materials supplied by M/s SEPR and
besides it also affects the internal operating system of the company. Due to these
. reasons the management decided not to go for litigation.

11. The Committee enquired about the company's failure to execute agreement and

consequent non-recovery of extra cost on risk purchase. The witness clarified that the

provision to realise the loss incurred, due to the premature stopping of the supply of
consuming items by the suppliers {(M/s SEPR), was not incorporated in the ag'reem:m.
He added that valid agreement would be executed in future incorporating the above
- provision,

12. The Committee enquired about the payment of excess wage$ due to poor

productivity and the witness explained that the man-days depends upon the man

power utilized and that when the production decreases, that productivity also

decreases but the company was not in a position to reduce the number - of
employees. '

13. To a query of the Committee about the overtime allowance paid to
employees, the witness replied that need for giving overtime arose when there
occutred a delay in the recru-itment process and would be able to solve the
- overtime related problems after the completion of recruitment process.

CHAPTER I

Recommenda_tions of the Committee on the
basis of Audit paragraph

14. The Committee observes that selection of the refractory material of
Chlorinator and its supplier was done without assessing the technical stability and
without insisting on performance guarantee. The Commitiee vehemently criticizes
that this arbitrary selection of the company without resorting to ‘global tender
resulted in an unproductive investment of ¥ 96.95 lakh. The Committee

*
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recommends that the company should abide by the procurement rules of Store
Purchase Manual and seeks explanation for ot realising the loss from the supplier
M/s SEPR Refractories. The Commlttee also seeks the reason for not 1nmatmg

_legal action against the supplier who delivered wrong materials with technical

defaul;.

15. The Committee recommends that valid agreement should be executed m future

_ incorporating the provisions for fixed price, uninterrupted supply of materials from the

suppliers and also incorporating the provision to impose penalty and realise the loss
incurred from the supplier in case of premature stopping of supply of items as per the

"contract.

16. The Committee observes that the company did not initiate steps for replacement

of the Tickle _Pre-Heaters even after a lapse of more than five years. The Committee

wants to know whether the Tickle Pre-Heater was retained as per the directions of. the
Central Power Research Institute. The Committee directs to furnish the details in this
regard and the present position in replacing the Tickle Pre-Heater.

17. The Committee recommends to utilise the capacity of the plants at
optimum level and to ensure that employees are engaged on overtime duty only in
need and that maximum benefits are to be derived from such extra expenditure.
The Committee insists strongly that the overtime related problems in the c:ompany
are solved as early as possible.

CHAPTER II |
.The Commfttee visited KMML, on 29-6-2017 and after a detailed discussion

with the Company officials made the fo]loWing recommendations:

Recommendatmns of the Committee on the basis
of visit to KMML

18. The Committee suggests that KMML should not constrain as a mere
separation unit of Ilmenite and hence it should start new units for new products. -

19. The Committee suggests that KMML should give emphasis to
by- products in addition to mineral separation. It also suggests to take up mega -
projects similar to that of China and Japan with the aid of government.

-
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20. The Committee observes that KMML is not in a state 10 supply adequate
amount of Titanium needed in the open market and that they are also not being
able to utilize their facilities to foster the mineral industry in' Kerala. The
Committee recommends to increase the domestic production of Titantum Dioxide
Pigment by enhancing the ckisti_ng potential of the Company. The Committee
recommends to establish a mineral industrial complex in Chavara as early as
possible after conducting feasibility study. It strongly recommends to submit a
detailed project report within six months to the government for according
administrative sanction for the construction of Mineral based Industrial Complex
with the aid of KIFBI as early as possible; by which maximum utilization of mining,
production and other related activities in the mineral industry can be brought
together. ' :

21, The Committee observes that even after acquiring land from the local
inhabitants five years back for mining purposes, the Cbmpany failed to award adequate
compensation to the land owners. The Committee vehemently criticizes the Company for
evicting local inhabitants without compensation. The Committee strongly recommends to
re-habilitate or to award adequate compensation to the local inhabitants who had been
evicted from their land for mining purposes and to solve their problems urgently. The
Committee wants 1o be furnished a detailed report on the measures taken for the redressal
of the above mentioned grievances.’ ' ‘

22. The Committee observes that due to the accumulation of solid ‘waste
material, the local inhabitants have become susceptible to serious diseases. The
Committee points out that the presence of huge quantities of harinful chemicals in
the deep soil contaminates the ground water leading to severe drinking water
related problems to the people in the vicinity. The Committee recommends to
chart out a permanent solution for removing the dumped waste from the area.

23, The Committee finds that the Company is supplying .drinking water (o
only seven nearby wards and recommends that drinking water should be supplied
to all nearby places hit by water pollution.

24, The Commitice recommends to submit new project proposals before the
government inorder to utilize the maximum capacity of the plant and to increase
the production capacity of KMML. It insists that after submitting new projects to
the government, proper follow up action should be taken to facilitate approval
without delay. : '
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.25. The Committee exhorts to settle all disputes concerning labourers and to
solve the problems of the local people as well as the labourers, through fruitful
discussions with the government, thereby maintaining a hea]thy atmosphere in the
area. It also recommends to enhance the Company's producuon target to 80-85%.

26. The Committee recommends to consider the possibility of a consomum of
' KMML TTPL and IREL for strengthenmg the mineral Industry.

. 27. The Commiltee recommends to renovate all outdated machmery using
modern technology and to increase the productivity of the company using new
machinery.

28. The Committec recommends drastic settiement of disputes regarding
appointment of skilled and unskilled labourers from the local inhabitants and from
others by appointment on strict proportionate basis. It also directs to maintain
proper record for all kinds of appointments. The Committee suggests to elucidate
‘the favourable attitude of the management in appointing local inhabitants of the
territory before the court and file a separate suit for it.

29. The Committee observes that excess labourers were appointed by
KMML violating the provisions of Factories Act & Rules. The Committee wants
to be furnished with the Compa.nys standing order and the documents regarding
these appointments.

30. The Committee appraises that KMML carries out mining procéss
without environment clearance certificate from the Central Government and that it
‘has achieved only the sanction for lease from the State Government. The
Committee directs to furnish all authentic documents relating to mining process
like reports, govemment orders, order sanctioning lease from the government etc.

31: The Committee understands that the benefits of the amount donated to
Collector's Mining Area Welfare Fund by KMML as part of its social commitment
is reaching only a few people. It directs to effect adequate amendment in the
policy of the company inorder to enable the whole inhabitants of Kollam dlsl:nct
to avail the benefits. - \

Thiruvananthapuram, , ' C. DIVAKARAN,
19th June, 2018. ' _— " .. Chairmnan, _
: I . Committee on Public Undertakings.

1334/2018. .
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APPENDIX 1

SUMMARY OF MAIN CONCLUSIONS/RECOMMENDATIONS

S1.
No.

Para
No.

Department )

. Concerned

Conclusions / Recommendations .

2

3

4

14

Industries .

Department

Thé Committee observes that selection of the
refractory material of Chlorinator and its
supplier was done without assessing the
technical stability and without insisting- on
performance  guarantee. The Committee
vehemently criticizes that this arbitrary

selection of the company without resorting to|

global tender resulted in an unproductive
investment of T 96.95 lakh. The Committee
recommends that the company should abide by
the procufement rules of Store Purchase
Manual and seeks explanation for not fealising _
the loss from the supplier M/s SEPR

{Refractories. The Commitice also seeks the

reason for not initiating legal action against the
supplier who delivered wrong materials with

' _technica] ‘default.

15

Industries

Department

The Committee recommends that valid agreement
should be exccuted in future incorporating. the
provisions for fixed price, uninterrupted supply of

*| materials from the suppliers and also incorporating

the provision to impose penalty and realise the loss|
incurred from the supplier in case of premature

| stopping of supply of items as per the contract.
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3

4

16

Industries
Department

The - Committee observes that the company did not -
initiate steps for replacement of the Tickle Pre-
Heaters even after a lapse of more than five years.
The Committee wants to know whether the Tickle
Pre-Heater was retained as pér the directions of the|

Central Power Research- Institute. The Committee ‘
directs to furnish the details in this regard and the| - '
| present position in replacing the Tickle Pre-Heater.

17

Industries
Department

The Committee. recommends to utilise the
capacity of the plants at optimum level and to
ensure that employees are engaged on overtime

doty only in need and that maximum benefits| =

are to be derived from such extra expenditure.

|The Committee insists strongly that the|

overtime relaied problems in the company are|
solved as early as possible, '

18

Industries

Department

The Committee suggests that KMML should
not constrain as a mere separation unit of
Hmenite and hence it should start new units for

R new products.

19

Industries
Department

The_ Committee suggests that KMML
should give emphasis to. by-products in

‘addition to mineral separation. It also suggests

to take up mega projects similar to that of
China and Japan with the aid of government.

20

Industries -

Department

The Cpmmittce observes that KMML is not in

! astate to supply adequate amount of Titanium

needed in the open market and that they are
also not being able to utilize their facilities to
foster the miner_al indust}'y in Kerala. The
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4

' feasibility study. Tt strongly recommends to

administrative sanction for the construction of

Committee - recommends to increase  the
domestic " production of Titanium Dioxide
Pigment by 'enhancing the existing potential of
the Company. The Committee recommends to
establish a mineral industrial complex in
Chavara as early as possible after conducting

submit a detailed project report within six
months to the government for according

Mineral based Industrial Complex with the aid
of KIFBI as early as possible; by which
maximum utilization of mining, production and
other related activities in the mineral industry can
be brought together. o '

21

Industries
Department

|land from the local inhabitants five years back for

'{adequate compensation to the land owners. The

| habilitate or to award adequate compensation to the

|land for mining purposes and to solve their
‘problems urgently._‘ The Committee wants to be
" furnished a detailed report on the measures taken

The Committee observes that even after acquiring

mining purposes, the Company failed to award

Committee vehemently criticizes the Company for| -

evicting local inhabitants. without 'compensation.
The Committee strongly recommends  to re-

local inhabitants who had been evicted from their

for the redressal “of the above mentioned
grievances, '

»
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3

. ‘

22

: Industries

Department

4The Committee observes that due to the| -

accumulation of solid waste material, the local
inhabitants have become susceptible to serious
diseases. The Committee points out that the
presence of huge quantities of harmful

1chemicals in the deep soil contaminates the

ground water leading to severe drinking water
related problems to the people in the vicinity.

The Committee recommends to chart out a|-
permanent solution for removing the dumped

waste from the area.

10

23

, hdﬁstries
Department

The Committee finds that the Company is
supplying drinking water to only seven nearby
wards and recommends that drinking water

should be supplied to all nearby places hit by|

water pollution.

n

24

Industries -
Department

The Committee recommends to submit new
project proposals before the government inorder

to utilize the maximum capacity of the plant

and to increase the production capacity of
KMML. It insists that after submitting new
projects to the government, proper follow up
action should be taken to fac1htate approva]
without delay.

12

25

Industries

' Department '

'Ihe Comrmttee exhorts to settle all disputes
concerning labourers and to solve the problems
of the local people as well as the labourers,
through  fruitful  discussions with  the

.government, thereby maintaining a healthy
atmosphere in the area. It also recommends to

enhance the Company's production target to
80-85%.
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3

4

‘13

26

Industries
Department

The Committee recommends to consider ihe
possibility of a consortium of KMML, TTPL and
IREL for strengthening the mineral Industry,

14

27

Industries
Department

1 using new machinery.

The Committee recommends to renovate all
outdated machinery using modern technology
and to increase the productivity of the company

15

28

Industries
Department

“{'The Committee recommends drastic dettlement

suit for it.

of disputes regarding appointment of skitled

and unskilled labourers from the local}"

inhabitants and from others by appointment on
strict proportionate basis. It also directs to
maintain proper record for all kinds of
appointments.  The Committee suggests to
elucidate the favourable attitude ~of the
manzgement . in appointing local inhabitants . of
the.territory before the court and file a separate

‘16

29

Industries
Department

The Committee observes that excess labourers

were appointed by KMML violating the
provisions of Factories Act & Rules. The
Committee wants to be fumished with the

Company's standing order and the documenis|.

regarding these appointments.

17

30

- Industries -
Department -

lclearance  certificate from = the Central

The Committee’ appraises that KMML carries
out- mining process without environment

Government and that it has achieved only the
sanction for lease from the State Government.
The Committee directs to furnish all authentic

e
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1|2 3. 4
documents relating to mining process like
reports, government orders, order sanctioning
lease from the government etc. ‘
18 1 31 Industries The Committee understands that the benefits of
Department | the amount donated to Collector's Mining Area

Welfare Fund by KMML as part of its social |
commitment is reaching only a few people. It
directs- to -effect adequate - amendment in the
policy of the company inorder to enable the
whole inhabitants of Kollam district to avail the
benefits. - '
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APPENDIX 1
_ NoTES FURNISHED B GLOVERNMENT ON TWE AUDIT P BRALRAPHS
e (PUDIT REPORT
T o &Dﬁ% 2009)
o Povrm, RLQ\’WG Furnhed by (novernmen)s
*12-2,22 Information System Review on Computérisation

Action Taken
L‘I’l‘Poﬁcysndl‘l‘Phn.

Directors.

with modifications as and when required.

2. System Development.

‘The development of mud.ules like Purchase, Stores andl Finance eic _has been
started during 1998. In those days the steps of software developmen! activities are
not much formulated and propagated to industries like KMML. Moreover the
scenario of IT facilities- like infrastructure and 1T man power were so thin to handle
the software development aclivities m a professmnal masnet. This led tothe tack
of proper documentation during the mlual phases

In-the subsequent software development stages all the relevant. szeps has bccn'
exercised including SRS. Testing of software user acceptance etc.

3. System Maintenance.

All the modules have been compiled to executables as proposed by l.he CAG auda
report and a single package of each module with proper revision numbers.are used
at all locations and made the version control ‘fo_nlpmof. S
4. Purchase Module,

Detailed IT Policy has already been made and. cluly got appmved by the Board of

IT Plan — both long term and shiort term — has eiready been prepared and upda!ed

(V]
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lnthe caaeofvaluuon of  inventory v:zkawmmnﬂs, wecmxldallmme]
propomnmmspomnonmwuwmm and we eouidamveamsmable

- cost.of imventory - whﬂeﬁnﬂmngﬂwmmvdmmcmofmmdmm:_-
. {several cases the details of eransportatioh Gost.is nol: aveiilable at the time of valuatisn. -
‘| Moreover for security, thmlsmmmmpvmforwbwmmmofsm

valuation to incorporate the ransportation cost tn the storss and spares.

: Duemmmprammmﬁiwhymmfomedwmﬂnumspmmwnpnmdymd ’

accounted “as Tevenue BXpenses. Acuonisalru&ymmmdtommmm,“
costnspmofmvmmryvalunubnofmandspares T .
4. Stores Module.

-Theelass:ﬁmonofFa.st/Slowmdnonmownguemsmahmdymwwcdonthebmaof‘- :

CAandntrepon L

" | 5. Sales Module.

Actual mvmucualreadytakenthmughﬂuupoﬁmodnlemdaﬂthemmue ‘
being done in our datsbase itsclf, 'I'lwmvmeenumbermgemrmdﬁnmourdmm
onty and heng’s the chance of duplication is prevented,

'Expoﬂmvo:mmﬁkmmmsmmﬁuﬁlmgmwls.

‘Hence it will not tally with the actual date-of shipment/ dispateh.. o order fo overcome
this discrepancy we may incorporate the Excise™ ARE “npmber snd daie in the . .
mmmﬂmxummeﬂmmm:shﬂlumdmformmm
Export sale volume,

6. Payrolt Meduie. - :
Emthonghaﬁﬂlymgmedpaymﬂmodulnsuvﬂhbbmmmodub.hmmﬂ
modmeequldmtbc:mwemamdduemvmommmmofwnsbmd

' | on Long Term agreements which are implemented with retrospective cffects for periods: .

as long as 55 months and so. mmkofmmmmmmwm
mwnmmw#wmmmwmﬂmpwﬂ‘ :
module. DVA pattern of Officers is a8 per Govt. 'of Kerali DA and:is nevised'p

‘m;hmmecnveeﬂ'emanqummmlculmonafmoﬁempqmufothng'

periods which are’ also-not envisaged in-the integrited- payroll module. “There. are also.

: quhmmmmmmﬂmm_

statutory compliances which requirs chaiges in the-

| Considering -the- above,- mmmmmmimmmmm'

mmpm:ﬂthcabowmdﬂmandmmkeﬂwpamdlsymmuﬂcfmmdm' -
o
7.Finnmlldlh

mmmmmﬁlﬂhummwbﬂmuﬂﬁmnymiswy :

included n the: finance module. ‘Certain statcmenits are. gonesaind outgide the system to

_ m@mmwmmmmnmmmmm

Wmmmmmmwww : Baarhfm rmmm? :
,mmmmmmmmmm den :
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‘.é;"i_mmmmmwmmnmmmwmsmm
: '_-mwmmmmmmmmm

1A mhsmwymmmmmummmmmm

- sacury fisks.

ehmdmpmmuumafhrmm
57 Immmbve&mdﬁaﬂwmmmmhmmmmm

7,,--Aumemodmesaremaummyvnmmmwmm
8 Mhbwmqunmmwmdummemmm

-'nbwenmnhammwnm

1 }u.-fmmmmmmﬂcymmmwhuafrm Prsswordpoky

:'Mmmmmmmdmmmmmm
.,-mmmmummmmm mmwbgical-
_nmmusmmmmmmm .

1. 1 Fumdmwsmmmwmmuﬁh.mdmmmb; .

dhttuhdanmmeumal\dhemmmnmmmmw

' .Envuwafm?abowmcau&tmmaypmbedmpped.

mmns-muwwﬁm'
i L f UL ingumrley;
e s b IS DT R v s;cr’hnﬂ T'ﬂﬂ

“Completed the_implemientstion” of ‘Finande; Storos aid Puchase riodules “has teen

s "Aieadympleumtadmeumdumbrchmofbmkofmmdpmmmme ;

B mmsmwylmmmwwmmndmmummomm

_;9.-mmmmmnmmnmmwmmmmmt
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N°"ES FURNISHED 84 (hovermMBNT on THe AUDIT PARBGRAPHS
i @um'r REPORT 2012 - 20\ 3)

[N
i

!fll m ‘ | le‘ﬂ kfm'&\nd Lﬂ G\PVQ.T"\ me.nk‘
1] 2 — 3 |
RECTL | - ™ [The company had sald/macketed TDP cquivalent to

the quantity available for sales from 2008-09 to 2010-
11. Though sakes during 2011-172 was comparatively
low. (24812 MT), the Compsny could obtain higher
profit since KMML could miaintain a bigher ‘cost in
par with the International market.  This was so
owing to the scarcity of Raw Ilmegite worldwide
Fresulting in higher Intemations. price. It is tc be
meeddmavmge cost of producijon during th.
. _ . . Jlabove period ‘was Rs.1,50,470/MT egainst the

company's price of Rs.2,12,000/- Mt (Septémber 2012
j : |10 March 2012). - However due to lower produciion

B B TRVE P

e

! i g L (27014 MT) in 2012-13 and increase in input cost,
. o i average cost of production had  risen to

: ' : Rs.1,68,357/MT. ' In the meantims, though there had

been a down surge in the International prices (more
than 25%), KMML could not roverse the price to

accepiable levels.  Moreover due to inflow of]
Chinese pigment at alarmingly low price and their

acceptance in the morket, KMML have lost the|
market share of many customeis inchuding Berger

‘| Paints snd consequent reduction in sales.

-~ e - —

L9
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29.1.2

" |By periodic review/monitoring of consumption
- |parameters, ‘the company could contain the

consumption of major raw materials - within the

" ‘|standard fixed.  The cost of prodiiction during the
first quarter of 2015-16 has come down to|
- |Rs.140000/-, Further, the company has constituted a

Strategic Level Team and 5 Cross Functional Level
Teams for studying and evaluating various cost

i - . ~

89
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reduction proposals, The Board has also constituted
a Sub Committee for implementing cost “control
MSASULSs. .

Pt KABRSIM
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NOTES FURNISHED BY (AOVERNMENT ON "THE AUDIT P8 ROGRAPHS

b
~ (AUMT  REPORT 2012-2013)
T mn . w\,o basatskod by Govunmenh
LI N 2
282 Capacity Utiization
2821

The KMiL Company's production decreased dudng 2611-12 & 2012-13 was dua (0 shortage of the basic Raw Material for production, The basic Raw matesial is Raw
IMMmmthmMSMMMWHmmdeNMhummmmmmmﬁm“m
mmummmammmmmmmmmummmmmdmmmmusmmm

Fofowing
a)
b)

9

d}
8

H
@

hy

were the other problems experienced dusing that pediod. .
mammmusmmmmm&ummmmmMnmwmmm(«ummmmmnism
increased in the subsequent years. .
Mamﬁmummﬁmmmmammbmumm(smaommzmu)anmuavmsmnd
(42000 MT of Beneficiated Hmenits or Synthetic Rutle). . ' .
Henca the requinad of BUSR is met by out-sourcing the balance BHSR over and above the production at 18P dusing the period,
mmum“mmmmnhwamwmmmuwdmmmmmmumand
balance by out-sourcing (details of BI production & SR outsowrcing given in table below). )

Dexing the year 2010-11, Raw #menke out-sounced was 17606 MT (fom Tamit Nadu & IRE, Orissa). TIO2 content of this out-sourced RI was much inferior
compared to Quion grade (out-sourced Rt contains TIO2 in the range of 50.5% to 53% whert: &s TIO2 content in Quilon grade R s 57 t 58%).
mmmmummmmnmmmsmnxmmmmmmmmmmm
oid not supply Raw Himenite to KMML during 2008-2010 & 2010-Land has supplied only 1391 MT & 3340 MT duing 2011-12 & 2012-13 respectively as they
have similar mining issues as experienced & KMML . .

Quantity of Raow limenke out-sourced from outside Kerala during 2010-11, 2011-12 & 2012-13 were L7656 MT, 6013 MT & 13100 MT respectively for which Ti02
mmmm%wmmkmmmmmmmmmmwwmRmemmnnmfm
Orissa which has very low TiOZ content ie. 50.5%. . : i
mdmmmmmmmm)wmmmmmumaaseammmosmdirteﬁorqmywmm:
sourced,

Pbmmmnnmanyu“mmwmimmmmmmmmmmm.mmmmmmmm
n-mmﬁuunconmredwNMImhmmuwlmmhwmmﬁﬂummmmdmhhhmnmmw
Quion Grade (Sifica was in the rangs of 1.2% 10 1.6% 1n the outsourced Rl compared 10 0.7 to 0.8% in Quitin Grade). KMML plant was designed 10 process Raw
MswmmmamWMWMnmmmmwwmm
wlerior quality feed material {RI) has resuled in more contamination in BI (increase in % of Sica & Iron Fe;0:) affected the production rata at Pigment Plant as
well 25 consumption ratic al Chiosination plant (0.535 to 0.5 MT) : _
mnmmmumumsmmmz(mmmmmmmmwmwm.mmz
Wdhhﬁmmmuﬁh%%uwuﬂmmzm&nmmusPminptwedaﬁemmimm

from Kovikhottam area.
mmmmwﬂhwﬂﬂRmm(ﬁMtw@}MmmmM&mﬂm&m ively and

0L
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Produced exquivalent BY, The availabilty of outsourced Bl was sleo Nviied during these yesrs. .

m) mummmmmzmmmmmﬂmmmmmmmauwmwmammn&
coniant along with B! produced i KMML with & TiO; content of 90-519%. The out-sourced SR was having a cost of appioximasely Rs 32,000/ per MY during 2000
which increased i Rs. 56000+-during 20113 and Rs.62000/- per MT, During earbier months of 2012, the market cost was Rs. 1.2 Lakhs. ‘

n) mummmdwmmsnummmmu-umszssmwsnmmmmmm-
13 .

mwmimwmmmmmmmmﬂhNMwﬂ&uLﬁmmﬂmmnum-smmdasiisdmble
thars previous years due {0 the high market price.

Under absarption of flxed cost due to- under ustilization of capacity

mmumamhmmmdm.mhmmaswhmmummmmmmmhmm
) pummmue.mmmmmumwﬂs&mnwlmmnummmmmRam
|m.m_mummmmmnmhum(ammmummdw&uhuzmmmmummasmm
incraasad percentage of shuttiowns than carkier. -

. > Non-svallablity of SR for out-sourcing s well as high price (exorbitant price) for out-sourted SR.
mmbmmmmnmmmm,mmmmmammmumwm

Rced hepderk B production and TIO2 Pracuction

B DEIOW SIOWS Hecest of R from (OUE-SOLNCRG

Ao ot i fEed. BIfoR outsolnced, 84
Please now that the quality of matesials received &5 noted in the table below:

> MSPam - Quilon geade - 57 to 58 % TiO2 content
» REChavaa - Quilon grade . 7 to 58% TiO2 Conters.
» [REOrissa . Wnkesior - S051053% TIOZ content

Detadls given i the (able below:

Year | Ridom (i kom |RI fom Yot [Eq BIJAcke OBl /SR | 7o) of | Equalem | Al T102
Ms IRE Outside | RI {Theorectic | produced | Outsou~ B+SR | TIO2  pdn | produced MT
Flant | Chevara | Kersia, o) nNmT wed (thecratical

™ & )
. Orissa .

A B c D_ E F G_ H [ J K

a0 au 1067 ] 29447 3225 10197 2 35268 8517

800 51 2 58 2.

- [ 8 2 - —

200 44 NL 5406 & 0113 31073 16055 a7 37650 35831

820 28 68 12

1 7 8
a0 k) ML 19 [ 34209 34340 11319 «% 35086 36875
O-11 74 ) 44 65 :

1L



8 3 9
201 a 19 5013 50 0835 E 22T 5205 Y] 20074 20T
112 a7 1 87 58 .
5 o 6
0 '3 <n) 1310 3} 35978 36126 0 % 27162 37612
23(] al o ¢ 86 2
5 5 6
i
St over Rl-> 5 B As on 10
o to 00 ’ ooy 00
K m M 2014 M
car 314 T T
fe
d

Detaits for columy (1) in the above table is given below; :
@: Oviginal standard ratio : 0.535 ; This gradually increased 2s below due 10 incroass of impurities in BY such as iron & Sifica
* Stanciard ratio: 0.54;  * Standard ratio : 0.545 | Standev ray : 0.55 :
Remarks of increase in Power consumption:
X may kindly be noted that power consumption cannot be dicectty comelaied with per MT production. At higher production, the nit cost will be low and i the total
production comes lower the unit cost wil be high. .
Most of the eleciical diives have 10 be run whether plant is af low production rate or ad higher production rate. Every time i is advankagecus i run the
plant &t maximumn rata of production whiler plant is on line. ’
. But during the above period, plant was not in & position 10 opergié: al the maximum production rate due 10 the reasoris noted above: (shortage of RY as
well as avaiabiity of poor quality out-sourced RL. Hence, the shortage of Raw imenie as wed! a3 Benéficiated timenite and usage of inferior quality of the matedial
(R}, which was. only avaiable in the market, was the reason Jor the lower capacity utfizaion which is noted in the report. Hence the low production is the reason
for the excess power rate. Plaase noke that elecirical equipments in Orygen plan and Utiites have 1 be contuously on fine. Steam, water, AX, &4 is requied

continuously in plant even if the plant is under production of not, steam required % keep some maierial under temperalure &nd air & Nitrogen are required for |

maintaining the level system in siorages. Hence stopping such sections when not in need is not possible. Moreover, frequent stopping & starting of Cxygan plant
is not advisable since it wil Mfect the perfomance. . . .

BE

Performance of Mineral Separation Unit :
The company differ with aucit on the pramises on which loss has been calculated for under recovery of minerals.
The data with which comparison has been made 10 amive ai total loss is not cofedt. Recovershié minerais considered do Rt raflect the actual recoverable quantiy:  The
quanity of recoverale minerals mentioned by the audit is a theoretical quandty wikhout considesing the design parameters of the plant. it i to be noted thal the plant is
designed Eor 90% recovery of Jimenite, 60% recovery of Rutile, 409 recovery of Zircon and 109 recovery of Silimanite:

Aucit has in the case of Silimanite considered onty the production after commissioning of the Ziecoi'Silicanie Plant. In practical the percertage of zircon Jslimanite could

[ . w - .' . _(‘.' _'.’
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1ot achieve designed capacty due 10 low grain sizejrutieizicon/siimanite] of feed material and the insialiled machineries in plant was not capable. To achiove the
prescribed iguarantsed quality of mineral produced machinery was adjusted and this also lesdd 10 under recovery. Simiarty audk should have considered the |

of recoverable Zirton aiso after commissioning of the Zimon/Silimanite Plant. I fact there is a drastic inerease in Ziroon recovery alier commissioning of the
Zimon/Silimanite ciroull. Before commissioning, the average recovery wis 8% and asr comimissioning the recovery incseased to 29.3%. The acuual comparative: table is

Minersl . |Percertage  [Theoretica! [Designed  [Practicsl | Acwad Percantage | ShofalW | Price pet MT| Money

: recoversble  {Recovery | Plant Recovery  |Production |of  achusl| Excess (MT) |as per acit|Velue  in .
minéeal ) effidency | (MT) M) |recovery repont (Rs.} | crove \
content as per + . ) .
tab repont - .

limenite | 2020476 | 228885 | ogw .| 205817 | 2wan 104 8557 877 A7

Rulle | 35w59 24606 0% 14764 12808 7 | -8 55300 1037

Zicon | 480166 | 31208 " 12484 873 7 -3 105000 | -34.76

Siimanie | B3m156 | 24T | 1% urr | 1604 [ 472 564 275

41

mu-mmmMhMum—ummnbwmnmnmdmmmmzrm'm'ummmm
theend of the Snancial yesr 2010-11 _ _

The Compasty his iniotmed that such & Koss was foreseen and anticipated by the comparty snd i ks for these reasons thet adduional equipment wese procured bnd s being
instalied and comimissioning of the plant is expeciad soon. ’ . ’ :

mmammmummmc@mmmmnmﬁmum_mmwm-mmua&r
recavery eficiency and enhanced capacity. Also it was decided for exploring the &nsas where more eficient Lechaologies can be adopied for process improvement and
manpower/cost saving. hﬂnﬁamﬂbhﬂuﬂdhmmwdm
mmm«ﬁmmmmbmmnm .

Terformance of THaskan Dicade Piguiert plant

mmmmmmwmmmmmnmmmwmi'mmmerumeypmmunsmmsuw
quality, ie, aboul 50.5% TIC2 content and balance metallic Impurities. Please note that Quilon Grade Matesial (5T% to 52% TiO2 content) is avaliable s Chavarn area only
mmmmmmmuhmmums«.lnzrmmam_mmnammumm-ns.amnm
WmmmgmmmmdmmmuﬂMmmmwmm.W

note the remarks of KMML for poings in Audit 25.2182.0.2.2 g  whilch are the detakied of REasOns.
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mmmn«nhmmmmmumuwmmwumimumwmmnmwmm

Titanium Dicxice Pigment Finishing Unit { LMOD)

mmmuwdmmmum;mmummamm1m»mmanmmmmumm
due 10 Jeasons attributed by the of Raw Aimenite.

' uaaummm\mmmummnuunummmmmmmm oM, OUSOWCTY

" | Hence tack of quality 1 & shortage SR was the basic reason for above.

mmnhuw

Excessive Down-time .
of BUSR was examined and it

mmmmm«m«nmwmymmdummmmummuzmwwqmedmm
mnmmsm“wJuqumumanmmmdmmmmmm This has severely affectad the operstion in U 200,

mmum«:muwmm

Please not thet ) this mix is ot lechnically feasible &s diflerert gases has diflerini liquefying temperature, Moreover, this has been already given for their Audk
Quiidy. Moreover, uhMMhMUMMMWM&MNMBNMMMhM»
interconnected also.

m@,uﬂmmmmsmmmmmmmsmmum
mmmwsmmm

Fﬂnhnﬂueﬂnﬂapre-hm
Themmmmummammmmm“mmmmmmmmmwdmmmm
mmbrunmmmasmwmmmmmmmmwmmmmmmm
Fumace tempesayre of mmmmmmmmmmmwmummmmmumwm
MMMMMBWmhmmmmn hnl(LPG)

In view of the above, ammmmnmmmmummmmmmmmmmmmmmm

IWNMWWWMMMMMMMMMWMMMM

mm&mmmmmmmdmmdmmmMmdeMB
allotated in the capital expenditure, .
mmmmmmmwummmummmmmmmwu&mmuwmmnnennmmd
wsevakﬂuduﬂduﬁeddﬂmmmﬁnhh&bdmrmmmummmumcm .
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cmm%m"ummunmmmmumummmmemmm.mmmmm Hence anye. . - '

wplwelnule'uspﬂuphlheZD&‘BODhseﬁuhdﬂmZ?Mlmu.wmhthMmmmMmﬁmmwm
specﬂ:dm.foroperiruﬂemtidhmummmwmmmmemmumm.Boardﬁeuadm
Place this item in the next BoD, ' :
mnunmsagnmhummmawmmmummmmmmwhmmumm.
mmuMmmmmummmmmmmmmmmmmmmmammmm
mwmmwmm.mzmmwnémdmmw‘wmmmhmmmmdmmm .
uwmwmmmdmﬁmmmmmmhmmmumEuwumemmum
mwcuspeuﬁmmumwnmugmmdmmmmmmwsmmwmmsmmm
mmmmm»mwmmmmm wnummﬁ&smumagmwmhmmm
mmsMam.mummummwaﬂmmmmnmmmmmmmmm
Wuummmhumammmﬁmm.mmmmmmmwm
qﬂqhmnhﬁwﬂhmﬂmﬂwmhmduﬁmﬁhnhmmwmm huge lass of prodkiction which will be much Wgher than the
Mmmmmm_nmuwwmwhmzu‘muﬁud&nudokmhsumormﬂymuw.m-mm
MM»MmmWWWmmmmuummmmmumew
mmmmdumnmmwmm. : _ . : :
mw%%»mmwmmhmmmmmmuw
commites were appeoved and av incorporated in the sender documert. ' '

Globel odendes for the ticke pre-healers was publsher on 16092013 wih afer subission period of 60 days. Prospecive panies ciing various Feasons iz Digial
smummsqmmmmwmumwwm”mmmmw the bid submission period was exiended
futer w0 1171219013, ; ' ' '

-

Wmmﬂmgﬂmlﬂl%%mwmmmm' mmm\mw“mm_memmm
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e tender,
ummmmmumuummwu mmmwmmwnmmmummm
nms,mmummummmuﬁkmmmammsnamnnmmumm-mum«m
KMNL.Since as per the Expression of inkerest kvited eariier, party was not agresing 10 carry oul ok tha associsied mmmmmmmnm
work iz raally huge andfor the replacement of edch unit wi require mioimum of 15 diys with e existing o streams under shutiown, an enginearing consukancy senvice
smmwmmnMMhmMnmnm : .
Ammmbmwmmmmmmmmmmwwsmoo.m'mummu
| onfine payment towertls the EMD ad tender fse made by Mis KITCOKochi wes a falure Hence considering the singhe tonder,approval was: acoorded 10 fe-tende for
consultancy servioes. On ré-ender offers were again recelved rom M KITCO Kochi-and M FEDOKochi. But tha onking payment towands the EMD made by Ws
FEDO,Kochi was a failure_ANer tachno-commencial evaluation ,price bid submisted by Mis KITCO,Kochi was opened and a board rioke put Up to' place the work order and
approval obkinest for engaging enginessieg consukancy services which o incides the evakuaton o the offrs Kor ongoing projects.
Mean tene the valdiy of the offen recelved for compact and.energy effcient ks pre hosders was on the verge of expy. Approval wos accorded o ask bidders 1 wtsnd
the bid vaiidy further by 120 days from the date of validty expiy k6. 13.06.2014.Accondingly the pasties were cequesiad 1 extend the validty of thes bids. W's Global
Engitech Canada informed that they ars exteniing the bid validity ,as requested by us. The other bidder Mis Linde Enginesring P Limitad vadodara iformed that bid
: mmmmwmnmdmm:mwmwmmmmmummmmwmwsum
Engineering ncka Pyt L, Vidodam intimened thal they arm withcvawiing their bid. Kl b noted tat there is no provision in the- e-tender parial 1o subimik the revised price
mwﬁnuwwmmWhﬂbmmnmmemﬁmdm '
zna"au-ummmemommmwmmmmmummmmms-mmdmemm
mumw“mmmmmmmmmnmmmmm '

m«mwmmmnwuma-wummmmwpemhmmmm@zom

Excess Consumption of Chemicals

Hydrochioric Acid
Eadudlemawmfm!uossmdﬂclvdmﬁoznﬁlmwm@dmm)Wmmmm&aﬂn&ﬁmw&uﬁuh@mdm
avemenomnmmmm»mmmmmmummuwmmmmrm&mmum
mmmxw(Mmmm)mmammmwmmmuMHm the revisionof ratio Lo 085 MT. -

A L} ' o ’ g
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mmmmmmmuumz-n.mdmmmfmmuexaahmmm-mssm,amsmamoow'
mwmummmdmmmm mummmmuﬂmhumsmmmmua
2922 ahove.

mmmammm.mump&hmmmMns@mmnmmmummkaﬁu.
mmmmmmisedasudemmmmmﬂmmmmdmmmmusnmamz
mmmmuﬁwnxmmﬂwmmmusm ’ . i

Liquid Chiorine :
mmmmmmmmﬁnmmmdmmtmwmummmmmmrna
KMML's explanation given for the Audil Report findings as per Pars: u.zuz.uz.ntmmmmammm&ump.mmmmm
mmmmmym(mmmmmnwmmmm . ‘

lmﬁiﬁhmﬁﬂuﬂnmr&;wﬂumhmdmhﬂuwmmmmdmpwﬁadmhumhdmehmmmmh
numm.TﬁsumMhmmhm.mﬂmmmhnmmmmrmmmmm
{mainly kron & ofver metal fractions) compared o B4 orodiced fTom LS00, QEN mmumwmwm.m.uum
mumumwmmmmdmmhm.

Other deficiencies

Promaure Fallure of new Refractory Hining for Chiorinator
mwmammsMMwlrmmmqmmuummmuwmmmmm
whmmnuﬁmmmmumdumwmnnﬂmm;ﬂmmma
104 months 10 one year using electro fused Ziegoria bricks was ong among the activiy. : :
KL contacted Ws SEPR Refraciories, mwmmmmmmwmmmnwammmmmm
mmmmmmmdmmummuwdm.mmwwwsemu-mmmmmm
checks slone were dane by KMML. .

T e activtes were ke orvars, lly Knowing e e sarme i on experimental basis. _
mmumdewmmmmmwmumwdwmmmmmm
mmmmmmmmmmmmmmmmnmwmm )

mbnwmmmmmmmmwumhmnmwmmmhwmin i

e areaof it is thersfore essential that the ¢ hasw 1D malntain its sdge. This was only an n

L



Thal Grocion . Uniorunaialy, e Wring G ot yiid e vargeted e,

As oot 10 al, developmeneal actvkies may 10t be successh every me. We had laced the purchase order which includes the design and engineering of a sikable
mmhwmw.ummﬁwmmaamdwmwaﬁmbmmmmmﬂym
geined by RAD effois Kdevelopmental aciiviles nd are essential lor the sunival in the curent global scenarv,

muﬁmm&mmmnw“mmmmmwammmmmmmmm
subminied the repon by confirming the lolfowing points.

1. Mortar used in betwaen te bricks may be ane of he probatie paih of ke avd s & cormectivd 0H0n they suggested 1 avoid monar dusing next ring.

2 Conosion of 12.4% in WRT DCL bricks (Zone A) and 32.1%n FC 41 brick (Zone B) is.nomal afier & monsha of chiorinator operation. '

3. Dense castabies (o ba used in the o dome reglon insiead of EFXLITE-11 castables used by them

_unmmmmmmmmm,ummwiummmmammﬂ;mmmwm

smmmmmuu'mmm

The company had informed M5 SEPR to take urgent steps io reline the chiorinator with sultable bricksmortar sﬁedhhmﬁnlﬂad&nhmdﬂmdm
castables, mortar sic done by them, at their risk and oost.
mmwmﬂmmumummww:mmmwmsemwmmmmuumuwu

. mmmmmmnmmmmﬂmumwmmmmdm

This is totally unaccaptable o the company, since it is clearly mentioned in the work order that development and design of a suitable refractovy systam, including the bottom
badforu.ld\lmm%mw:SEPR‘ssmpe .
In view of their rejection 10 refine chiorinatoe at Mis SEPR's cost, legal opinion was obiained by the conipany's mmmwsmmm

‘m&mmmmmmewmmmmwmwkmwmmm

:wmnmmmummnmmwummwimnmmmwmmmmﬁummw
pubish the dletzils. of vessel lining or is operating cndion i public doain, Hence open tender for the subject work was not resorted to.

BE

Project Management

[
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3.

cmmmummmm

Kindly note the following points with fegard to prodkuction in 1BP.

Regarding 37000 MT 130000 MT capacity
Asnumwmmnmmmmmmwmwm&mmumwwwmm

msmmnmmmm mmm&ummm 1 o

b
2
3

4

mmmmmdmmwdmmmmmmmmuML

On behak of M's Banilte Corporation of America, Mis Mulli Resources intemational Corporation has provided an Operition Manusl for KMML which was pepared

during September 1977 indicates that the capacity of IBP & KMML is 30000 MT per annum, The Operation Manual provided by M's Muli Resources intemational

corpumimdsohmmmm:mhmﬂmwMNMWMdNMBmmwmd
Beneficiated Hmenite.

BadmummxmmemmaMmumhmeMM&mmmdmmmmm
capacity as 3000 MT per annum.

MMMMINMWMMWMM¢NBMMWdeM.

Plazse note thal subsequent 10 the commissioning of 5% & 6% Digasters by 2005 & 2006, the production rate has increased gradually.

Commissioned Additional Roaster & Calciner as capacity Augmentation during February 2011
mmmummmmmwmmmmummmmlmmmmumdmmmmasw
38748 MT against previous years mceipt of 44000 1 45000 MT (refer table above). mmmmzﬂmu 17696 MT of /I wes out sourced. Thet o
inkerior quality compared to Quilon grade-as explained for Parx: 2921 £29.22

Total R Retuirement for producion of 55000 MT of B1 s 90000 MY of Raw imenite, B0t the avallahlity during the years 2011-12 & 2012-13 was 50679 MT &
MWWMWMWMMSMMM srnmrmm)mmmmmmnmrmmm = eler
table above.

Plant has processed all the avaliahie Raw Bmenite received during those years and converted to B, ’

9
10) B! prixiuced during 2010-11, 2011-12 & 2012-53 by the mix of omsourced R allected the quality of Bi by increase in iron & Sifica content.

" Hence it wiay be notod that after the capacily sugmentation in IBP during 2011, the plant could not be run in full capacity during the years 2011-12 &

2012-13 due 10 shortage of Raw
11) Pleass nota thar Fumace O Is used as fuel intwo Rosters & two Calciners.
12 wmmmmmummmmmmnummmmmmmmum Duetolhs.lure

was ingermitient hoasing up fidng of Roaster & Calciner af low fire. Hencs the furmace OR consusipsion was high and incrsased nbove the standand foced,

Mnmmmemdmammmm-namn

The major problems during the years irom 2011-12 & 2012-13 wese shortage of Raw limenite. nmmmnmmSWuudmmm

Zircon Siliminate Plant
1t would be Eappropriste to quantify fesses on theoretical basis alone. asmmnmmmmnmmm

"} implementation and Industrial Management &g audit does not account the delays in siowdown of projects due to labour tnrest,: non availability of lebour and uaforessen |-

feasen which nomglly go ynnecordad or is not put in paper. Mdmﬂmuhmhmmmamum
agencies, profacts anb delayed. ﬂmnmhﬂswmmunmanmhﬂdmm

6L



-

=

MW'WMhMM¢mMMmdMMMHmemmNwmhrzom' Gowt. of Kerala'
mmm&mmrmnmouo—mmmumm

Monmmw“wlumrﬁm wummmmWMmmm The Zircon/Silimanite Plant was
and capitalized from 10-12-2010, within a period of 14 months even though ihe schedule of project completion a5 per the DPR was 15 months. As such the
MnmammmMmmanmdhm

Due 19 ageing, continuous ysa and pressing raquirement of concentrated sand the down ima of the old wet mill increasad and we were unable 10 spere the plant for major
maintanance work. Heince in onder 10 maintain avallshilty of concentrate for the continuous operation of down stream dry mill, a separate wai mil was constructed as &
separats work and commissioned on 12-02-2013.

racovery figures indicaed in e projoct fepon are projections for the purpose of estimation Sased on mineral sand obtained as beach washings. -Subsequenty at the |

&MGMNMRMMWWHUMWWh“mhmﬂhﬂummmhmmmlfu
mmmmmuummmummmmmmumwmm .

The recovery of Zircon during the year 2011- 12wmmnmmmmmmm&umunmmnmdmm Ris
to be noted that during 2012-13, Company have processad apprusdmalely 1.62 Lakh MT of dredged sand in pre-concentration Piant and used the concentrats generaiad. in
the main glant, against 71000 MT of dredged sand duing 2011-12. With regard to assay of minerad sand obtained from land deposit by dredging, the unrecoverable grain
size is 1530 2096 against 3-6% in baach washings. Hanca the recovery has daclined considerably during 2052-13.

| The separation of Zircon is done entinely through a separate ciecult. The process circuit of siimanite is separately functioning as a down siream. Henca the performance of

uﬁ:mmm&dmﬂmm&nwdlim anmmmmnmuwmmm“mww
podty.

As the procassing of Silimanite is. new umamsmmmammmmmanﬁmhmﬂwmmm
realizad later o, a3 due 1o noR consisiency of feed mite 1o Silenanite section, which is maily because of requent variation in the rate of feed and assay with regarnd 1o %
conlerd, grain siza etc. Therefore an inlermediate sty holding tank, which was not in the scope: of the supplier and nat envisaped earier was fabwicated and
commissioned for aitaining consistency of throughput. mmmmmmmm Even though the mechanical sysiem delecrs wera rectified by
Mis Mcnally, basad on the inial obsenvation on the process peoblen, ackially not becauss of the falure of Fotation cell, we have withheld Rs. 17.62 Lakh inchuding the
entire eraction charges. Tha accounts is being verified and the party will ba invited to winess for a tvoughput (Feed) tast. The accounts wil be seitled and damagesicost
due o the company shall be recovered. Since the plant was already stabifized, i is expected that the sifimanite section will break even in the near luture,

As aleady stated, the projea for Zircon/Silimanite recovery plant was completed and capitalized within 2 pesiod of 14 months against the scheduled completion of 15
months even though: the Civil and structursl work was. delayed due to the reasons justified. 1t is to be noted that had the ciwl work been completed in lime the entire
arection would have been completed only by the scheduled period of completion of 15 months.  Hence the estinuled 1053 of revernue due 10 delay in completion of civil
mmmeummmmmmmmmnummmummmmmmaumum
project and frequant variasion in the naure of feed minesal sand.

It may be noted that over the years, for the past iwo decades, the production and recovery has been consistantly-increasing. and management has been implementing
continal parfoumance inprovement activities and the same is reflected in the table given below. It may be appreciated that the production of limenite alone which was in
mwdmwmmmmxmmmmummmmmmmmm mmumummmmausu«

has increasod steadily.
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3.

KM has taken the Sofiowing actiorks wilh regard Lo the directions from the Chalrman of the Kesata State Polluion Control Board in 2013, . et

Acouisition of land near the company.

wmmmﬁmnuwnm-mmhmmmmmmmnmmm.

Aswcnmrmmamumu wwhmeﬁuﬂhﬁmhmﬂhdmmdhﬂumsﬂedﬂnmmmmmm
mwummmmmwumm Kollam.
Gmmm.m&qmsmmnuomm4mmmumuudm1wmuumunummunwmmthm
umummmmsmmﬁmwmmm Kollam. .
:'saedmlogyhﬂnepm&ﬁmdmimm.mmmmmwmmhandeuummuuhlm
MMWMMMM!MLMMhF&MW M&Bﬁvmdkmhmwwmubrw
mwquMiuMamwmnmm MW!&HMMWNMIH

mmnmmmummmw
nnaninmwmwmmmmmmmdmrwmmmmnnmmmu

mmmesmmMMIMdWMhMM

The Satus e above ctviie wes bk beore the 206* BoD messig. Durng the Board meodin;,  proosal bom Ws Exs nia Conpaty o the teementof¥on
owide in pones was aso discussed and the Board directed 10 cafty outa techvical svauasion o both these progosals by any one of the reputed organizaions anong CSIR,
Wedan intiuae of Science, Bangalow and incian Instiue of Tochnology, Chenni. Accordingly CSIR (NRST, Tiivandsum Jonmerly RRL) ha been entusted e sbove task
and the conchusion of the report meiied by MIST WSMIST reporid thet on the whole, e wo propiusais ackress wo ciferent issues of on coide uelization. The
WmmmnhmmmiMﬂmmdMMdMWMMmmmwm

mesiments.
n-mlmmsrmmpxymmMhmmzusmmum-awmuammmumm :
|nmwummmsmnm4mdmumw improving mmuuuduuiummm to obtain the on

quddeuimmmélmmmmdysnm

mutmunmmmmmmmufmmmm ,
L Ammmkmmmnmdnmmmhmmmummmahsmumd

mummmuywwwurummaszaau&)mmmhmmmywmzm.

18



) v

3

MnﬂmmmmmhwMMMMWWMWMGZTWNWMWBMA

uemaguamwnmmqummmswmmnmmmwmmmmwmm
mmlmmmmmwasmmwmmmwm.mummmwmmnmmhmw
[ mmm&mbmmmumw#dmmmmmnmnmmmmw

' WMMCMMWHWQﬁWwKBLm:MNR;wMSOh
i wwmdmuhmmumum.nmmmwmwmmuw

mmmmﬁ.wmcmmmzwmummmﬁmdmmwmmmmm

planked. . ,
" mmmmmmsmmnnwnumMmmwmmmmmmrm

mmmsnmuwmumstmmmuuHMMmuMhmm .
Vi Mmmhmmuwwmwmm.mmmuswmmmemummm

mueemmmmLmnm4memmmhhmum
il mwdlmwmmmmmammmmdmﬁsmm«m were send 10 fve parties K

analysis af their and. - i
| vii. Proposal is iready put up to the project depariment mmmdammmmhmmwmmmmummmm

dispossl / transportasion for end-users. implementation of he project s ertausted with the (wject Department
| g .llr.- ---. ;| ‘I‘LI. L1 N mdﬂ‘ﬂss
giduu . Bmwwmﬁﬂm ing the bufer zone. No reply is received on this.

:

point LKMML has

4. Action o
As meiiioived
S L

Reports ave periodically submited o KSPCB and CPCB on implementation.

Effivent Tresiment Eaclities
mm.mwmwmmmmummummswummwmmmmmumM'hm
wmdullet.Kmmmdmmm»ﬂnwumm..mWW“IMMMEW&:MMMWhW

mmswwmumwmumwmuammmreem).uwmbas-dmmmmmnmm.
uuwmsmmwmmmmmnmmmmusemuwwhmmmm.mmm

byKyMl.'uweﬂ_mupuae' is granted by the

&mﬁmmwmwmmum_ammmmammmwmmmmm "

. ’ o o i o k.
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mmmmwdmmmmmmmmmmm nvw&-mmmmswmw«g_
mmﬁmdmmmmmmmwmmmmmammmuhmm :

Effirt for conssrvation of ground watsr
cmmwmwammuﬁmommdmmwmmnmdmmmmm.umd

mumammmmmmcwmw”mmmmmammmuwmmu
mmmmmmmmwmmmmmmmwhmummmwmm
mmmmm«mmmmmmmammﬁmwmmbmm mmmb«dmmm
quest house, - .

m%swwm)mmmmm.mwmwm:m and vide their alidavit d0.24.02.2014 whichi they

mmmwhmemm.mmuummmmmhummwmwmmmm :

ndiclogical safety ssuus.n 45 or TP units of KMBAL. . ‘ ‘
mmwmmmuWmmmmm‘ummummmmmﬂmwu
mmdmmmwmwunsmmmmmwmmdﬁxm mu.mmummmmh
mmummwumummmmmummmmawmmwmmswu
informesion from HHST. _

An E1A siudy s also on way by the National WWM|m.wmmwammmmmmmm
v&mmmanummudnamhmwmm 10 NEERS for the study bs given.

Wmmmalwm‘lwﬂlmm&mmnWL).MMWMW&)hNIOMWHMMN

EIPM.MWMSMEEMMNIOMNBMMINMGMMR&M.WRBM“WSME!& '

umwmamwmmammﬁdwmwmmmﬁmmmMMMnMumwcmwmwn
crease the disposal quantity, 1o Ws KEIL is able totransier the same to the common disposat ske. 2

ca-mismu&umm»rmammmmummmmmmmmm'mmmummw

umﬂmAmummqwmmmmmsmhmmwm«madﬂmmmuma

iron oxide a0 ETP 25 detaied below. -
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Emumuummmwmmmmﬁmummmﬂnmmmmummmrmmumuhgmm
mummmmwmmmmmmmmnnmmdmmmkumw ’
mmmmmmmmmummwummmmmmmmmmm

l.IleqﬁesmhdhﬁdaWMMMNM-MMQsDMMdhmmmehmmFascninm
mmmwwmummmammmmummmmmmmmmu

mwMMMuMNMNMBMMW
EMMmmwmmmmmmummm-mmmuhm
ummmmasmmmmmmummum mmﬁmmwmsnwamn

cos of Rs:2.5 Lakhs .MmbWsthmmummmmmammamuksmmum;
mmwnmmmmmmmmmmmammmmm'wxmwmm

mmZT.OS.mMAMhWWMSSThMIMMBMWwM : ) .
nmmmmummmhwmmmmmmmumummmmum.m

-mdmmmmumgﬂwmam This has been taken up s per the recommendarion of Més Malabar Caments,
The projact duration i 240 days. Mmmwmmnmwmsmmwmamm_mmmam
ummdmmnmmMWmummmmwmmnmmmmum
chiovide. Akso the operation of the niart is minimize 10 rduce this. : :

vi.w;mmmmmmmumumwmummmmmmwmmmbmﬁmmmm

mmwmmmmmnwmmumumwu
w.vam|Mndrmwhmmmumummhmmmmmmmmmm can be wiized

asmplmmofsaﬂmm#mhmmm )

mmmmmmwmmmwmmwmammhmﬁmctummmspmmun-
public inwvest iigations fed against e company. ’

Purchase and iventory Management
Procurement of rew material and stores

System of procurement

Yo o



R o

W

Noted
System Deficiencies

_wmammwamam(mmmm} mhmmuumma@mmmmm

Fadlure to develop Vendors for all lems
l'hamdmduSﬂmdMMMhmmmmsmmmmmm”iﬂmmlshmm
raw matesials [ fuels / packing maserials since these account for the major expenditure. In this connection, following may please be noted :

LG, ; The company had been able to enkist two more suppliers viz Mis SHY Gas , Tmmwmwenmm(m PSU's BPCL, HPCL& IOC) besed
onwhich Tenders are now being floated on monthly batsis. against the sarker procedure of anual Tenders, We had bees: able 10 obtain competitive olfers since then.
Furnaze Ol; KMML had been earlier procuring Fumade ol fom -MWs Hindustan Petroleun alone since other PSU's had not been participating in the Tenders, However, we
‘have now coordinated with both Mis BPCL and I0C basad on which they also have staned pasticipating in the senders resulting in obtaining competitive discounts.

Linuld Oxygan: The company had enlisted two more vendors viz Mis Seva Gases , Trichy and Mis Linde which has resulled in obiaining competitive rates.

Product Bags: These bags are presently being imported. Action has been initisted to indigenize the same based on which trial orders have been placed on wo indigenous
manulachrers.

mmmmmmmdqﬁnuuummdmmmumnmmmo&m.mmmm

mmnsmmmlwﬁmmmmnmwn&dmanwedmuaswhapmdw
Procedurs {¢43.2 5)  Nominased Purchases are from OEM’s. :

| depanment

Procurement through ¥mited tenders violating the monetary mit

mm:m“mmnmmasmmmmwmm W!mummwmmMmmm«UMh
certain cases where the supplier is a PSU, ummm«vubmnmmmummmmmmmnam

The Audit has remesked thal certain other equipments like motors , Front end Loaders were also mmwm.nbmmuwwmwm
based onthe specific recommesciation of the indenting depariment duly approved by the Head of Unit / MD.

mwmnmw
mwmwmwmmdemmmﬂm .

Sl. No. 1.V.V. Minerals
mwmmdmmmmwsmmmmummmmwmmm
are olfered o this stage,

SL. No. 2-Trinity Conl Trading

wnmcmtmmMmmmmmumimmdmmmmummmum Mis SreaMeensichi Agencies. The
onder wats relpased on the same tesms ai that of the order piaced on M Sreaboanischi Agencies. The party however on receipt of the onder did not make defivary of even
a single consignment nor it they remit the Security Deposkt against the order. Considering the diskauk by the party the EMD submitted by the party was krfeited. Since the
ordermundutammmmmmnmuwuummmmmmummmmm

vk poriod o the ordes.
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S, No. 3-Raln Calcising and Goa Carbons
c«mmmmmmmnmmr-wumamr-mmmmmmmﬁm.mdmmmm
TRIMTUCPC/T68/2007-08 D£19.06.2007 on Mis Goa Carbon Ltd. for supply of 5508 MT of CPC, The orders were valid up @ 18.06.2008. The parties had been
supplying mststial ageinst the said orders and supplied 6231 MT i 31.01.2008. By January 2008 pasties had been sending in communication stating hak the availability of
raw inadenal Jor effecting supplies as per the specification of KMML is diticult due o the kmited availabiity of raw coke avallable for manufacturing CPC as specified by
mmmmmmmﬂcmnmmmmmmanmmwmmm’mmmmw
wmmwmmmhmwmmmmmnmm
mumlo.umpmmumnmwmmmmmmmmmmummummfammdmuunu
mmummmmmnhmmmmmmmmmmm(mmmwmmcmmmm
the ofler agains! Wis open tender,
mmummmmmmmmwmmmmmmwmmmmwmmmmm
munmmmmmmemmanmnnmnmmummmmmdwmmmwmu
parties, KMML would have ended up wlh a0 Source for U matrial even fter 308G 2 0pen tander.

Herica: the loss estimased dus 1o cancaliaon of the orlers may kindly be reviewed, as this had been done by the company in an sbaoemal shusation In ensure coninuous
avadability of caw material. Itis also 1o be mentioned hese that the new arders had been piaced with & revisad specification a¢ te matasial conlfirming io original specification
StNo. 4-Goa Carbons

parties.

M5 Rain CH Carbon (India) Lud., Visakhapatnam

M3 Goa Cardon Limited, Goa

Mis General indhstry and investment Co. Ltd,, China
Mis Carbon Resources () Lid., Jharkand )
MISMOICWLWM

Ot the above, ummwmmammwm Wis I0CL was not tachnically qualified 25 I j B
mwmus.awrmrdmedmwmunmmnmmmuMmammdmmmupummm o

4900 MY was placed on Mrs Goa Carbon at a landed cost of 16,615.03 per MT.

(- R N

¢ “ .. -. o (v “.

The company had floated a tender (TPMTLICRC/2008-10 DL17.08.2008) for supply of 12000 MT of Calcited Petroleun Coke, Offecs hast been received from the follovah

98



PuuhuseMEmMmWMmhamﬂdmm.m&hwdmﬁthMmu requirement of KMML and i is not
mmummmbmmmmmdmmmmmmmmmmwmnm
qm.mumdmmmmuummmwmqmmmwmmwdmmmmmwunmm 3
Themmwummmmﬁmmmmmummmmmmmhumm

oy kindly be reviewed. ] ‘

S, No5-Various Suppliers
lmhmﬁ“ﬂu&nhawﬁnﬁp«hﬂmuﬁmﬂmumm X The requivement of the maierel vanies &s pes the production
mmwmmmmmmmmwmuwmmmwdmm Hence, most olten due: to shortiall in

hmmhmuumwnmumwwmﬂummammmmmmmm
puhd&mmmmbsmmmdbudmhmmdm-m. However when there had been defaul by any one supplier then the
company had lofleked thelr Security depasit.: .

S, Mo, Ginex-Alr Products .
mmsmgmmmunﬂmamnﬂm»mMnmmm«mmmmmm
mygsnm’mammmusm.mmmkmmmmmwmmwnmmu
yew. o : . ,
sirummm'smm:edhm‘yummhnmmmmwmmm'mmMpmm
mmmsammmmmummm“mmmmmmummm
umuwmmmwummwmsmmmmmmmwmm“mmdany_unh
ansuring continunus suppies of Kukd orypen, & would directy afect the operation of the plent, Hence, all possile sieps and measures are taken 1o @nsure thal the malesial
Is continuously raade avallable as per production requirements. ‘ ‘ '

n the presert scenario, i tan be seen that the actions kr revision of rates and placement of orders wers taken o ensure coniouous avalabiey of the material
mdwmmﬂmamwhmmm_m.umwummmﬁﬁmmmmunmum
ovdors or 10 do away with suppies.¥om & major suppler, while ananging supply of such & criical raw matesial on SOS hasks. ,
Kindhy reconsider the chjections raised i view of the various aspects s detalled shove which constuse & major part of the decision making mecharisi i &
process orientad industry. ’
Undhae delay In finalization of tender and Gonsequent Hor-accapiance by the pany-Annexure-10(b)
$1. No.3-Sodium Silicate .
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The
 howeest bickder for this tander aso flandad cost of Rs. 8580 per MT).

| initiated supplies against the naw onder, However consignments had to be rejected due W poor quality of the material and KMML had to resor to allerate prcurement at

. ﬁmdmmnmmwhmmswwhmlﬂWﬂdmmummummw
imo. .

-mmmummuwmumnmmwmommmuuhmwssueeiemnm Mumbai,

m;mdmsmemwmmsmmwwmummmmusnsrmmo-zonmuozmn

However, during the cousse of the contsact pariod, due 10 defaull by the party in effecting tmely supplies as per the requisement of KMML allamate procurement of 200 MT
of the matevial was done from another vendor and the additional expendiur incurred was recovesad from W's Kiran Global, Further, since thene was. stll balance quantity

remaining to be supplied we had extended the validity of the order from 13.12,2011 to 13.03.2012 and then 0 13.07.2012 or tl the dedvery of the bajance quantity is. |.

completad. Mis Kiran Global continiied supplies and the delivery of the balance quantity were completad by and of August 2012,
tender TPAMTL/SDS/2011-12 DL01.12.2011 was Roated for finalizing the order for the next term of one year (from March 2012), Ws Kiran Global was the

mwsmmmmwmmmmmmmmmummmmm Considering the default by the
party eartier in this onder and (hey [vwving ofiered 0 complete Supo d mmummmmnmmwmm

obtaned for eleasing the oner aher corpletion ofthe ente quancey against the exisily
mmmmmuwmnnmnmmmmuumummmammmmm The pany

the risk and cost of M/ Kiran Global, at which time tha party questioned the validity of the Purchase Ordes. It is pertinent to note here that the party was séll holding the
prices valid in the purchase order and had disputed with the clauses on risk and cost purchase and atidaional quantity requirements.
* Hence, i may be noted that thers was no procedural deley i releasing of ovder for proltwement of Sodluent Slicate. Thé Purchase Onder could only be nsleased

SN2 Magnasium

nmmpmmdmmﬁmummmwmmmummmmmammmnhemm
of the previous purchase, aler taking approval.

Out of the 6 parties, /s, Stork(Ingiia) HKB New Dolhi and Mis. Nilunj have expressed their inability 1o offer their price. M/s. MMTCL had not responded to our tonder,
Ws. Shamd Province Yanpquam Metals & Minerals Imp. & Exp.Co.itd. China, has informed shat they have smrusted W's. Shreeli Exports 1o mmmﬂmevm
no information from Mfa. Shanghal Regal Magnesium Co. Lid., China, even though we tried our best to locate them.

R is in this situation, thougl the due date of the tender was over by 17472012, we cotinvously mmmmmamw)hmmmmvedamm
dt T/A012 sent at 5.3 pm with & validity up to 3.pm on Mlzﬁheﬂcﬁyummnzﬁm. mmmmwmummmmmuamrmﬁ
stipiiased in the bid and nat conforming to our following tender congiions,

Tender conditions
1 Purity Figh Purity - 99.05 % Min ot indicated
3. Technical g g
Speciicaton  on
composition of
Magnesium

T “ . : ’ _ ) i "
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Aluvicann, A 40 ppry{0.0040%) max ook conemend
Caium, Ca 50 pom (0.0050%) max s
Copper, Cu* 30 ppe(D.003056) max o
ron, Fe. T00 pp{ 0.0300%) max @
Wanganese, W | 70 pm{.0070%) max =
Yockel, NG ToppY0.00A0%%) ma s
Lead, Pb- [ 35ppmiD.0035%) max -
Shoon, S8 00ppm (0.0100%) Max T =
THon 15, pprmY 0.0015%) min rm
DI 0 pormi(.00809%) max ot confvmed
Seagnesium, #ig | 99.95% Min Ot COmed
{oy diference) _ .
Accepance Criera | 8)  Shape and weht Fiot condmed
- 11y - Porosity, lorsign material stc. w Not
¢} - Tost Contiicate ' conlimed
d) Rejoctioncluse - ket
o Not confiomed
Savping  and | 2) Stadard forwsting Wl Confamed
Testing Procedure t) SGS inspecion ot confimedd
Price Vakdly Thoe monks W#om te G8ie of apering of | OFe Sem &1 5.38 pm on
offer - 17472012 /2012 with-valicty W
. Valctyshoukd have s u 0 1772012 | S5 295012 (Mot
Payment | Aer receit acceptance OF matenal @ our | 190 5 payment wiiin 1
. end by Alc. payes cheque. ' deys  belore  the
scheduled
arival of the veasel
EMD Rs. 2,00.0000- along with offer ot submitied-
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B T Secury Depos ] 5 0 0l value of o oder ;&nmm ]

WMa_MMMMMmthGW to finalize an order for a critical rw maierial e Magnesium based on MMTCL's offer,
Sl No3-CPC
Inﬂhmwmm&yWWWMRMCMMWSGMCM)MMTMMMMWWMM'MW

mmmmmmunwmmmuumm

dmmdmmummmwmm

Date of Bid opening - 17.03.2008
mam-w:mcmummwmunmmmmn

Ws Goa Cartion ~ il 30.04.2008 kater xtended tll 25.05.2003 {for option X)
Appeovalfor techhical evaitiation — stared on 24,03.2008 and completed o 26.03.2008
Price Bid opening — 01.04.2008
thmwmm :Lmnnum
Approval for negotiatng with the bidders - 17.04.2008 to 23.04.2008
mnw-&ummmmmummw:nﬁmmaosmmmemcmuwmmmm
Letter from Mis Goa Carbon alter negosiation is received on 06.05.2008 :
Approval for releasing onder - 06.05.2008 0 12.05.2008
Not: Mis Rain Carbon ftasi ot offered the entire quantity raquired and.L2 penty also had to be considerad for placing crders. Therefme.udarhdmmmddorﬁbs
initiated aftir receipt of confirmation from Més Goa Carbon.
Hmimhﬂh“muhﬁm:ﬁmmmmmahmwmmwemmmmmmmmdm
mmmmmﬂmmummmmmwmwummmmm
Based on the approval, Lol was released on Ws Rain Carbon on 12.05.2008 for option ¢ and opeion Il material. However, Mis Rain Carbon informed on 14:05.2008 that the
mmumammammmmmmmmmmmmmdm|mﬂduammmumm
months under e said Lol. mmawmmucwzsummmzmmrmmmmmmmmnmcmummd
R.19,600.00 per MT. Sinew\eqmdeledbyMRMMWthmummMmﬂmwmnmm“-
mmamamc’mmmmwmmmmmmmwmum&mmmmm1mmmwssmcmsmm
of Rs.20,384.71. .
Sl. No, &-Pst Coke NPF

06
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'deuvmmnmmmmnummummmmmmmmmmmmemmnmm

WsRmmmmummoﬁmdmmammdh-JMTpecmuﬂxasperﬂnmmw & per the process requirement, during
the evaluaiion.of the offers rmceived we had 10 revice the specification of the material siightly, Hence onders were relaased only for resticted quantities. inially (M/s
SreeMeenatchi (L1) - 2000 MT and W's Rabi Trading Company (L.2) -1000 MT). Later the orders were revised and the quantity was enhanced to the entife tender quantity
lldq:lmduutdum

Wis R Trading Company accepted the order for 1000 MT, however supplied only 279.25 MT and discontinugd supplies. It may be nosed hare that the panty could supplies
materisls a5 per the revised specification. They could have dishonored the inftial purchase order itse i the revision in spacificaion was a constraint for effecting supplies. |

M's SreeMeenaichi Agencies had supplied the ordered quantiy. it mey &lso be Aoted that the procursment against an onder is done during the valiity period of the order |

which s nommally 12 months, extandabile by three manihs for Wting any balance quantity ¥ any. However the procurement of the maleried is restrictad (o that quandty which
smmummnummmmmummm&uummmwmmmmmmm
there had boen no additional commiiment on the purchass during the valitity period of the orer.
mwmmmmmmmmmmmc)

NPF Grade Pet Coke- SI No 15

The price revision claurse Jor NPF- Petroleum Coke,had been induder a5 the basic price of Peiroléum Coke ~NPF grade i based on the price fied by M's Rellance
Incustries who are the sole source for the matesial in the country. Hence X was logical Lo have included such a dause & the iender enabling ll the parties 1o quote on the
Mm&hmmﬂmmﬁeﬂdmhh&sdhmmwmmmhmmimulyheu-mdhhemhlmnuimm
imperaiive 10 enable the sourcing of the materia), Hence the ackdiional experciture incurred cannot be considened as a loss, mmmmw&mmm
hmmwhmmnhm

Liipusid Oxygen -SL No.6
mmmsmmmmnmwwh-ummmmmmmmmwmuma

mmmmmmamunmmmmmumm“mmmm
breaiaiown: of suppiier plants, etc.
nmmmmummmmmwmnwmmﬁmnmﬂmwmhummmaw
Mnhm&qmuﬂudhﬂdmimmmhwmdmmm dp@hmsﬂmmmnmum
the matesial is continuously made avallable &% per production Faquirements.
) mnu:wwiomml-nbeummuMMMdmmmdadmmﬂmmmmmam
MdeMWGMBMWﬂEWWWM Nmmmmwwhmhm
nfmummnmmmmmm|wnmnhnmmdmauhnimansosm
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Joint versire of «oeu‘rmnbaxcomLmninmmummww;mmammmwammmd
wmmmamMMmummwmmmmummmmmm .

Pmuum'l-iunluzmdIheaamlvnsmhMMthmwmmummmmeMumm
mmwmmmuwwmmmmmmammummmmﬂmwmmmﬂwm
mwummmummmmiunhmm-ﬂwmmmwmhmimummmm

genuing considering the previous ordey ke,
Irdat Stand pipes .
mmmuwmmmmmmumhu |mmmmmmmuewwummhém

muocuumuﬂmbmmummmmdmmmmwmdmmnmm
. mmmmmmmmmmmmmmmmwm&im

mhmmmuumm:u-nmmwmm ‘
. uk»ummwmmwmmmmmmm.m.m«wwdmm
. Mumaumwmm«ummmmmmmmd«mmmm

aporoved parties.
. Ihhwmwbemdhlnww!uﬂuwﬂmdmloﬂhuﬂuwﬁummndmmmmmnmm

mmm|nmmmmumumummummrnuwdmmmm|unu
. nhgvmmmammummnmmmummm.mmmduummu
highty volatile and unpredictable which has ulimatsly resultod i the incressa i cust '

ETYT] Falrs 10 nsure quailly of CakGned Petroleum Coks for reguiating payment )
mmmmmmmmmwwmmdwmhmmmwmmumm
é
Ganeral lapses in procuremer

mmmmamhmamm@msmwmmmmmnnuwmmmmﬂmbm.
b)mmmmmmwmwdmmhwdmmnwummumsﬂnmmedbycamum
ikmminquuamthﬂpﬁmqﬁ%ﬂ?&nmuamﬁnﬂmqmmﬁummawwmm

pauty.
(c)mmmmmmmmmmmmmwmummummmmmmhmmmwmmm

of the raw materials required by the compy ndmﬁmmdmmmmerwummumm

6



. B - s
'Heme:esuiuhgmwmmmmummmwmnhmmmmﬂmmmmmmdm
(dMsperpmeaﬂn.mmmﬂmmmmmdmmwmmm@mmhmdmdmmmm
wmdwunmmmmwu.n-mmofuMsmhmmdmm.mhmmmsmwm
KMML then costs for the same are also Tecovered. ) : ' :
umm.mmmmwmmmdmmwummwMmdmmmmw
rekeased only alter pro-rata decuctions, s applicable. in case the material cannot be sccepted on pro-Tata basis, then the same i refectad.

2987 Inventory Control - )

. mmwummwmmmmmmmmmmmmmmummmaﬂMmum
hMdemnmme;,manWMmum
mmmummmmmuanmwmmm. )

. RmauwmwhmmwmmMmemm.umummmm
mwmmmmw-nmmmmnwwmmmmwﬁmumm
.MMM}MNMNMUMMMMMWM '

) Asmm;mm«mmmm.umnmrmmwwmmnmnnmmmw
mmmummwm- -

. wmamwhmmmnﬂmmﬁmdmmmmmwwm
Mmmmmmmmwwnmmmzmmkkwmnmﬂumfum‘
mmmummz—amwmummdmhﬂum h

37 arksting Menagement '
2873 | seles Periormance . . N ,
mumm_mmmmmdm mmmm‘wnmmmmm

WNWWMMMMMWMMWMWMMWMMMNM-

KMM, pricing strategy depends an various mwmusmnmmmommummmm_mm O
mmusmmmmpwbmmummmmmmm;

AIMPC docisions an being reifod by KN board tme 1 . o
memJ.r.-mqmmmmmmammwmmmmmmmmmmdmzm
mmﬁnmmnmwdmmmpmm mwmpmmmmmwsdhmd
mmmumnmuuaﬁmmm.kumwmmmmmmmmMmmmmm
takien a1 time to time by ¢ suthoriies aksr defiberation of various fronks.

|ee12 .

Absunce of pricing policy

£6
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WWWGWMBMﬂMMMMMKMMM mmofmzmmmwmmnmmwm
mwumomm [WOP]. The MOP mmmmmmmmmmmmmmm
industry varisbles, wuummdmﬂwthnmmmnmmﬁs
mmmmmdmzsummmsnzou)munmmmdmdmzmnmmuusomnmmpnmdmmm

report due 10 this high price we were: able 10 reap & very high masgin of INR 61,532MT at that time. But over a period of sme the intsmational prices started cooling down
and INR depreciation also slowed down. This was the tinte whan the necession staned hitiing the domestic mavket and the market dernand was. shuggish. MPC aken's

loarmed decision in this regard and decided 10 rehuce the prices In onter to be competiive i the ket

2373 -

Faliure to plan —Production in Line with Sales Order

mwmmmnmuw»mummsm aammumhmmnmnmmm
production of TIO2. The quantity of the bufter sinck is decided with relerence o the demand of TIOZ in the market. So when move demand for TK)2 is therg, thero will be
umummmmnhmmmummummmmdmm So the. caloutation of NR 11.36

crores loss on acoount of this is lagely exaggerated.

29.74

Fallure to malntain minimum stock

mmmumuumnmummmwithummummnnmumsmmummmmm
calculation the canceliation /modiication of CRR is taken as ong of $he moasum to anive & the.conciusion. But a cancellationmodificabion of a CRR is not necessarlly due
10 the concaliation of orders and therefore Is largely exaggerated. More over thera can be Jew rans occasions whers due 0 high demand of few grades we concentrate on
mdmmwummmummmmmmuw

2975

Domestic vis-3-vis Export Sales
Vithﬂ:hmzlomcumlhamwmmmdmmmmmummmmmamdﬁmmhh

| st paviod.

mmmmmmmwMmemmmMmmnummm
The axport market gfves soid brand equity of our grade KEMOYX and is beirg comparad o other MNC:giants Bke Dupont. Kronos, Crystals exc...

mMmeuslierw)sampmmhmmmmmmmmmwmmdwmmm
The domestic higher realization is partly can be altrduted t0 th expon housa staius of KMML.

Tsko)mmdummmshmmnmmﬂuﬂmmmrmmhddsmmmmmmwmuammd
2 pigment.

| Sob;wlugsimbeobsamdﬂmmmmaiumadunmmmmnmu anmmmglﬂsmnm

lnIdldMWeﬂWnMMuﬂnhmmwmnmmmwaﬂswmmmm's.

Financial Managenent

inr & # . C~ v rx
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¥ During the year the company has collected confimation letters fiom majority of the companies & whons te 10an is granted., mewmhasﬁeme:mmdm

Govemment of Keraia vide ietter-no. 767 YHU20128D datéd 19-06-2013 mmnmmmmm

»mmmdkwahwmmmmmmmmmmmﬁm Thennllommmdngasmdgemm‘ﬂ

Rs. 6335.65 inkis. mammmmﬂu%&mdmdmmtmummmm
meeuwm;,mecmmm»mMma&Mmewmwmmaaswmmum Tt may kindy be noted that
the company have siteady recovered Rs. 2.98 crores during this period. The company is clossly following up to fecover the loans granted to these companies.

The company is following up the matter of repayment of loan given 1 other companias with the Govemment and the companies: concemed rigorously.  Govermment of
Kerala has directed ak the conemed organization 10 repay the loans vide lotier no. 17404H3/2008D dated 13* August 2009, Amdnﬂy.ﬂummﬁmm
10 lakhs from Ms Sitaram Textiles ik towards the full settement of the Joan grantad to them,

agreement with 13 companies and the Govemment have aiso directad all the remaining companies i execse the loan agreement &t the eariest.

In the case of equity investment of Rs, 30 crores in KSTC, the company is dosely following up the magtes with KSTC for getting the share ceniicates. |t is informed thet
KSTC has received approval from the Govermment of Kerala 1 increase the aihorized shere capital and share centificates will be issued soon. In the case of loan granted
0 KSTC we have requested Government of Kerala to repay te joan granted 10 KSTC either by way of budgetary support (o KSTC (letter NO. TPEDFYKSTC/L1-12March
deted 23* March 2012 or repey e dvidend @ 7S % relsied t the fnanciel year 2011-12 Letier no. TP/ED (FYG-2113 DATED 11-04-2013) to KMML. I the case of
investment to the tune of Rs. 5 crores in Kannur Inkemational Aiport, shave certificate has alrsady been received.

mdhmmmmmmwmummmnmmhmmbmedmewmnmm
In the case of loan given i Kerala State Cashew Development Corporation Lid and CAPEX, we have colected confination regauding the loan owistanding and

Human Resource Management
demmmmm

ﬂnmmlwhgmlhmnmhghhmdopummmuwm mmmmmmmw Hmweuemhapmlimm
reduce man power on.the position which ane in conlinugus operation invoiving hazardous chemicals which' could alfect not only the plant personnef iut alst the: local
conmmunity. KNIML could only reduce nvan powes in rare cases of long shut down of the complete tnt due 80 Annual maintenance: of 15-30 days, or for some other raasons
which requires more than seven days shul down, Practically we are engaging people continuousty on 24 hes x 365 deys. The increass in man how utitzed Sor the yer
2011-12 and 201213 is mainly due to low throughput irom the Pigment production Linit which wes due 50 various rsasons Wke raw material shonage (Raw imenite) and
major Jechnical issues. Besides the above, additional man fower tecuired lor the opersion of new equipments in IBP as part of capacity augmentation of synthetic aitie
ph'llusmwhdmimdnmmlsnmuzmzmmﬂmmmdhmmmmmmmnnmmMﬂmm

refleq) inthe man bours uiiized.

W
mmmmhnwﬂmmmmmm.mhmmamwmﬁﬂmmsmn

hsspﬂlephlnupmﬂmhnmwdmmHmvmlnmlnmyuhanmbyhm&wwmam
study has mmwmmummmm and their repost is to be received.

hthuﬂi&dw&mdﬁomWdelﬁ?mWhm lnmnaﬁmtheﬂaimmm mmwunmuem
Court of Xersla, The mbunm-mﬁdm y be noted hors that 4o recruit 167 warkme heave obtsined.
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suwmnumm»mmmmu&uumnmwmmmwwwummt
.mmmmmmMMdnmmmmummm CMD- Trivandium. This process will also expected to complete by
WMMMMHWMMBMwMMWwMMWhM . o

mdwmmﬁmnhMMmumehlm wmnwmmﬁmamnhu
mmhmdmmmmnmwumkwmm study by MiS.CMD the exisiing imsidled  manpawes &
just sbove their request &5 on 14,2013,

mmnuuwmmhumuﬁmnmmsmmmmmumwmmm.mamm
wmmmmmmwmmnkmmmummnm

ot the non tachnical areas Bke MMMMMhMMhMMhmmmmMNMMhMM
mmdnmmumdmummmMuma 10 continug the evtiploves from the previous shift as no leave reserve is
avaiable and s cesukts in overtime engagement and four shilt comtinuation. .
mmmmmmiﬁmmwmwmmuwmmmmmmmmmwmmm
requirement of manning the operations continuousty.

wmmwmmmm;usﬂm But as observad by the Audi the same could ne be fuly
Wmmuwmmm:mmmmmmwumummwmmn
aystem of overtime  caltulalion by reckaoning 240 hows i place of 180 hrs. were freezed a the level of Gowt. and also directed (o setfle the issue by the Labour
W.mwnmmmmdhmmmmummdﬂmw@rwmdum
mmmmmmmmmummm ~ .

As per recent circulas from the Labour Comimissiones, the same ims be umdbsﬂmmdjdmndmmmaﬁd_mmma
mammmmsm-nmmﬁsmmummmmwawmuwﬂmmMmmmmuum
dmmuﬁmmﬁummhmm“mmhuum“d\mmﬁsm

Action taken on recommendations ' : ] S

. mammmmumdmm@ummwmmmmhmdm

The company has & system of periodical review of cost of production, mmdmmmmmmwmmwnmmuﬂ
M@mmmﬁw&dhhnﬂudﬂaﬁﬁmwmwmm Based on the review, appropriate comective actions are taken
wheravex necessary. nMsmdeWSMWmmmmmmmmwmmm
in functional performance and cos! feduction measwes. The 16ams have submited teir repdit which s under aciive avaluation, (a additon, Board of Directors has
constitted a Swb Committee for cost reduction initialives. . ’

» lﬂhm%dmaoﬁimMNMWWNMMMMMMGMWMW
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%mmumMmmmmnmum&mmuwm usmmmwummﬁ"]
moming has resubed an increase of  14.21% compared the same period of the previous year.
mmmmmemmmmmmmmmmm
summmﬂmmmmmmm } is decided to discontinue the ovenime in non technical areas by 1° August 2014. Fmﬂm,m&uh.
techrical areas wil be discontinued with effect fom 1° October 2014, Theseafier overime wil be permitied only undér essential Groumstances after the appioval of &
commities cortstituted lor thil purpose. .

[ MMMMWWNMMdMMMMWMMMMMMH
The procéss of development of new vendors re in progress. KMML is concentraing on the development of new vendors for the criical rw mterialsfuetshacng
makerials since these accounts for major expendiore, ' ]

. maMhmMﬂhﬂWumm'mdmmhmmhmnm

mmnwmmmmammmmhmumwnmummmmmy—n
Moted for future compliance. - , ‘ _

. mwmnwmmummmm»mwmwmmm
tenders, using of software for svakiation of enders, #ic. ) T :
Presenty the company following the approved procedures of 2001, However, steps will be taken o maka the fequired modification in the procedures whierever necaasary W0

ensure the compatitiveness, . ’

. MmhnﬂﬂmhMmuummwhmmmdmmmwmum
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: : ANNEXURE 8 : ' R
Statement showing fimaacial Fosltion and working results of The Keraln Mincrals .
and Metals Limited at the close sﬂhey;:lr;suﬂ March for the five yeara up to -
(Referred to in paragrapk 2.3)

- (Lin lakh)

Particulars 2008-09 | 2009-10 | 2010-11 | 201112 201214

Shars capita 3093271 3093.27] 3093271 3093271 309327
Resetves and surphus 40914.41 | 45174.17 | 46188.50 | ss037.20 | $7727.0%
Share holders’ funds - A400768 | 4826739 | 4938177 | s:130.47 | 6082033
Fixed astet (Net) 2519292 | 3046522 | 3467000 | 3693697 2917352
Non-cument investments 17.60 1760 | 351760 | 3517600 351810
| Current Assets 32429.76 | 33035.54 | 3959255 | 4602565 | 4772506
Current Liabilities 19632.60 | 1525097 | 28498.38 | 2834575 | 1959935
Net Curvent Assets 18797.16 | 17784.57 | 1109417 | 1767560 | 281287
Tatal 44007.68 | 4826739 | 4918177 | SH138.47 | eomr0.33
Net Sales 41908.91 | 4839820 5402258 1 57302.87 | sav63.36
Otber Income 174802 165435| 172129 | 208352 | 156534
Change-in ssock level 297167 | -1304.10 24221 6999.77| ases08

Total Income 40679.26 | 48748.45 | SS0B6.08 | 6638616 | 60897.68
Rew Material BOIS.001 9550.17 ' 113874 994805 9767.12
Manufacturing expenscs 1733947 | 1975060 | 2182671 | 25762.17 | 28222.96
Employee cost 97IS9R | 893742 | 1460273 | 13203.72| 12977.22
Cost of goods sold 3309045 | . 38237.89 | 4826819 | 48913.89 | s0967.30
Seiling -~ 0,00 0.00 000  pgo 0.00
Finance 30,10 19.60 26.71 42.06 364.83
Amonization expenses 884451 124594 | w3202) 2075 19733
Total Expenditnre 36005.00 | 3980343 | 4971697 | SH9TITe | S3303.4€
Net Profit j 4674.26 | 924597 15408.46 ] 7594.22

a2
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Annexure 9
Statement shewing unproductive averheads due to excess downtime in the
plasts of The Kerala Minerals and Metals Limited

{Referred 1o in peragraph 2.9.3.3)

Plrtlcnhn
IBP Calciner (2 Stresms from Februa

Total Unproductive Flxed Gverheads in U 400 Plant apte 2012.13

334 2008

Fixed Overheads incurred 116185 1386.12 [ 197575 | 230568 258451
| Seream Hours Avaiiwbic 70 I CE R NG T e )
_{_ﬁxedomudpersuumﬂm 013 "0l R 013 015

+ Downtime in Hours 606 | 203 e 10668 1 9675

T"Normal Downtime Hours (58 duys) 16321632 | 1z 3264 3264

! Excess Downtime Hours ] 9% ' 1m 1666 4 | 6415

| Unproductive Fized Overheads 126.62 ] 18736 31634 [ 96357 1 %735
otal Unproductive Fifed Overheads in TRP upln 01213 288529

¥ U 200 Plant (2 Streams)

{ Fixed Overheads incurred 1 85063 } 13115 . 1801.91 | 1407.55] 1864 49

ﬁeam Hours Available 17520 i 17520 | .‘ 17520 " k7520 [ 17520

; Fixed Overhead per Streamn Hour 0os 007 01 009 | o9

[ Downtime in Hours 4524 ' 3526 3620 S83R §730

iLTonmi Downtirhe Hours (54 days) 592" - 2592 2592 2507 2592

-{ Excess Downtime Hours 192 T e [ 107% 3246 3138

'Unpmeucn've Fixed Overheads %66 1 6538 | 0% [ 29214 1 32578

| Total Unproductive Fixed Overneads i UZ6T Piaat wie 2012.13 902.10

i U 300 Plast (2 Stresms)

F¥ired Overmeads incurrad oIS AR 16777 | 153623 1 157093] 186036

Stream Hours Availahle _ 17520 17520 175200 | 17520 | 17520
Fixed Overhead per Stream Howr 006 T 007 0.09 409 011
Downtime in Fours 42 | M wmi; e T oem
Notmal Downtine Hours (54 days) 2592 1 2552 | 2592 2597 2592
Excess Downtime Hours 2032 1036 11220 60 [ 3630
Unproductive Fixed Overheads 12152 7257 1 1098 | 3303 | 3093
Tota) Unproductive Fixed Overhends iin U 360 Plant up to 201213 1033.84
U 400 Plant (Single Stream)
Fixed Overbeads incurred - 99262 120059 | 191933 | 16568 | isgTR2
Stream Hours Available 8760 R760 £760 RT60 ’760
Fixed Overhead per Stream Howr BN ed T Em 015 T3
Downtime i Hours W 2667 246 i3 TR
Normal Downtime Hours (54 days) 1296 129 1386 | 19 1296

Exoess Downifme Hours 1476 We7 1 1050 | 283 | 36

{ Unproductive Fixed Overbeads 16236 | WOLI® 31 (539221 wesda :

192960
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" Annexure 10

Stntement slwwing extra expenditure due to deficiencles in procurement in
The Kerala Mineraly and Metals Limited

. (Referred o in paragraph 2.9.6.4)
{a)  Failure to execute agreement and comsequent non recovery of extra cost on risk
purchase ) ’
Rate per Extrs
Parchase from
. . | Qudered ™MT expend
:ln Item Year Name of the Qty (nchedl Qe adternate sonrce iture
sappiler MT) | Tesmsport | (MT) { Quantity] Rate ®in
' a-thom) M n?® crore)
1 [Rawll 2010-11 | V V Minerals | 40000 7443 12111 | 5165 17559 3.22
2 | PetcokeNPF [2010-11 | Trinity Coal
Grad Tradi 800 174917 0 1800 1019591 | 044
3} Cakined 200809 | Rain
Petroleum .| Calcining® | 18360 14200 12319 | 6041 24034 594
Coke Goa Carbons :
4 | Calcined 2009-10 | Goa Carbons
Petrileum 4800 16615 3000 11800 27677 1.60
Coke
3| Hydrated lime m"g o) Various 25159 - |s7izss | 1944656 | - 309
& | Liquid oxygen | 2010-11 | Inox Air 3000 9555 0 1922 10823 024
Total 16.53
{b) Undue delay in finalisation of tender and consequent non acceptance by the party
~ T Grigal ‘
Subsequent Landed cost/MT)
si Ttemm Duteof | Valld | Dateaf | purchase .,.":’é"'ﬁi subsequent expf;‘é:m
No tender | upte orfer | QyMD |y wﬂﬂ_;)u € b crore)
1 Sodium Sificate § 12/2041 [ 02.05.12 | 11.09.312 | 1816.64 8680 11069 0.43
2 Magnesy 272012 | 09.05.12 | 16.07.12 66.00 231927 351940 0.81
3 Calcined 272008 [ 30.04.08 ; 26.05.08 | 1821.37 24024 32455 1.54
Petroleum Coke _ ) )
4 Petcoke NPF 22011 10,06.11 | 30.07.12 ¢ 3845.75 10454.72 12005.28 0.60
__Total 3.38

)

[}
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{c} Extra expenditure due to allowing price increase though the prices were firm

Quy Extra
g: Ttem N:m i:.l" the y " :).rlglill rl:wlnd re
MT) teMT teMT | @inerere)
3 NFF Grade | Sree Meenatchi
Petcoke | Agencies 132483 | 777018 8s521.53] 010
2 | NPF Grade Do
Peteoke 9770 777018 | 8519.41 0.0
3 | NPF Grade Do
| Petcoke - 34591 777018 | 852208 |  0.03
4. | NFF Grade Da -
i Petcoke 1139.19 7770.18 | 10186.10 0.28
5 | NPF Grede Do T - ;
.| Petcoke 243590 | 7770080 087! 050
6 | Liquid Tnox Air ’
Products Lid 1671 7968 | 9292 .22
' Total L33
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