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INTRODUCTION

1, the Chalrman Commlttee on Public Undertakmgs (2016 2019} havmg
been authorised by the Committee to present the Report on their behalf, present
this Seventy First Report on Action Taken by Government on the Re_cornmendauons ,
contdined in the Sixty Seventh Report of the Committee on Public Undertakings
(2014-2016) relating to Kerala Minerals and Metals Limited based on the Reports
of the Comptroller and Auditor General of India for the years ended 31st March

- 2009 and 2019,

The Statement of Action Taken_ by the Gpvernnient included in this Report
was considered by the Committee constituted for the year (2016-2019) at its
meetmg held on 9- 5-20 18,

This Report was considered and approved by the Committee at its meetmg
held on 19-6-2018. '

The Committee pIaces on record its apprgmatmn for the a551stance rendered
by the Accountant General {Audit), Kerala during the examination of the Action
Taken Statements included in this Report.

C. DIVAKARAN,

Thiruvananﬂlapurarh, o ' Chairman,.
19th June, 2018, ' , Committee on Public Undertakmgs




REPORT

This report deals with _the action taken by Government on the
'recornmendations contained in the Sixty Seventh Report of the Committee on
Public Undertakings (2014-2016) relating to Kerala Minerals and Metals Limited
based on the Report of the Comptroller and Auditor General of India for the -yéars_ :

ended 31st March 2009 and 2010. _ o :

The Sixty Seventh Report of the Committee on Public Undertakings
(2014-2016) was presented to the House on 11th December 2014. The Repaort
contained & recommendations in Para numbers 8, 9, 13, 14, 16 and 17 of which the -
Government furnished Action Taken statements to all of them. The Committee
(2016-2019) considered the Action Taken Statements furnished by the Government
at its. meeting held on 9-5-2018 and accepted them without remarks. The

-recommendations of ‘the committee and the corresponding Action Taken
‘Statements. furnished by the Government are included in this Report. *

12452018,



~ ACTION TAKEN STATEMENTS FURNISHED BY GOVERNMENT WHICH HAS BEEN
ACCEPTED BY THE COMMITTEE

Industries

investment

decision . involving crores of
rupees has been initiated by the Company
in the absence of a Detailed Project Report
(DPR) and/or any other investment plan.
The Committee finds it paradoxical to note

| that the Company’s decision to abandon the’

project has been taken on the basis of DPR.
The Committee opines that the decision of

the. Company to place purchase order prior

to the approval of DPR has resulted in the
wasteful expenditure of ¥ 58. 57 crore
consequent to the abandonment of the
project. Further more, the  Committee
observes that the Company is functioning
ina topsy-turvy manner like consututlng a
sub-committee to review DPR prior to

Sl. { Para. | Department ' ' L
a P 8 Recommendations/Conclusions Action taken by Government
No. | No. Concerned : : _ . ‘
1 2 3 4 ‘ | 5 _
1. 8 The Committee, is irked to.note that an | KMML, as part of its long term business

perspective, had prepared a corporate plan
during . the year 1999. DPR's “were
prepai"éd for the following major
milestone packages:

(i) Enhancing -the Capacity of MS
plant to 3 lakh MTPA. Estimate

‘was 292.47 crore. '
(ii) TiO2 plant capacity énhancement
from 30000 MTPA to 60000
 MTPA. Estimate was 415. 99
Crore '

(m) 100TPD Oxygen plant. Estimate
was 51 82 Crore

- Detailed Project Reports (DPR‘s) for the
‘various capacity expansion projects were




The

abandonment of the  project. prepared by KMML during the year 1999
‘Committee- ~ concludes  that  wilful | The company .ohtained GoK approvals for
| negligence committed by the management { the same in the year 2000. The detalls are
in taking crucial investment decisions | as below:
deterred the. Cbmpany from channelising .
the much needed resources for fundmg
other viable projects.
Industries | The Committee recommends that- before
: venturing into expansion projects the Project Govt. DPR | 21 1
preparation of DPR should be entrusted to Proposal | Approval | Prepared | crores
an experienced firm acquainted with this _ -
field. An expert Committee of the Enchanting |GO(Ms.) |KITCO | 292.47
Company should thoroughly scrutinjze the capacity of | 16/2000/ID | (March |
technical fEaSlblllty, Viability,  market-| | Mg plant to | dated 1999)
conditions ~ and environmental  factors | | 3 jakh TPA -| 24-1-2000
before finalising the DPR. The Committee
reiterated -that purchase order should never | | Capacity GO(Ms.} | MECON 415.9_:‘
be placed, before the approval of DPR. The | | enhancement | 16/2000/1D (May
Committee suggests that should there be a | | of Titanium - dated 1999)
| time lag in implementing the project, the | i dioxide 24-1-2000
DPR should be reﬁsed accordingly and that plant to ' ,
there should be a provision for canceliation | | 60000 TPA _J

of purchase order. The Committee also




observed that the Additional Chief
Secretary, Industries Department had orally
agreed to furnish a detailed report before
the Committee but it has not been complied
-with i}l date. The Committee recommends
| that liability should be fixed on the officers

responsible for placing the purchase order

of machinery prior to the finalisation of
DPR.

100TPD  |GOMs.) |KITCO | 51.82
Oxygen 16/2000/1D {(May . |
Plant dated ~ ~ | 1999) -
24-1-2000 |
Total 760.28

Subsequently, based on the above DPRS,
a corporate investment plan for the above
project proposals was prepared by
KMML, envisaging a period of 5 years
from 2003-04 to 2007-08. This was placed
before the 155th BoD meeting held on
27th December 2002. Board approved the
working plan. '

| Govt. of Kerala vide G. 0. (Ms.)No

46/2004/ID dated 23-4-2004 had accorded
approval for the above investment plan at
a total cash outlay of 760 Cr. Total

| investment of the projects approved by the

Government was within the total cost of |
projects approved earlier © for the

“expansion of the company.




. -

Mis MECON (A Govt. of india|
Engineering Consultancy Service) was
appointed as the Enginéering Consultants
| in January 2004. ' —

‘Therefore, it is not correct or true to say
that KMML proceeded with investment
plans without preparing DPRs. Corporate
investment plan was a definite spending
plan based on the DPRs prepared by
MECON and KITCO.

In the meanwhile, Kerala State Pollution
-Control Board, vide letier No: PCB/ TVM/
HWM/a/17/90 dated  25-8-2004, issued a
closure potice to KMML citing non-
compliance of certain regulations of the
hazardous waste management rules. This
was done on the basis of observation by
Supreme Court Monitoring Committee,

The 166th Board meeting dated 1-2-2005
on reviewing the projects, found them to.
be non-compliance with the new Pollution
Control Norms and decided to rework the
| projects, for which MECON was engaged.




MECON was" appointed as engineering
consultants considering their previous
experience in the field in setting up
KMML's existing plaht. There was time
1 lag in implefn_en.tation of projects mainly
due to change in environmental laws.

Revising the project to account for the
stricter  environmental laws _ led to
increase in costs, finally leading to review '
and cancellation of the projects. The
Committee’s suggestions. on incorporating
a clause for cancellation of purchase ofder
due to time lag will be considered on the
basis of prevailing centract laws.

The Orders for certain machineries were
placed subsequent to the approval given
by Government for the projects (based on
the DPR and investment plan prepared
and put up to the Government). It was a
fact that the expansion projects were
abandoned later and some of the items as |

ordered with respect to various packages




of the projects were received at the site

‘and certain other items were under various
_stages of processing.

_Considering the above, it is submitted that

these events should not be seen as lapses
on the pait of any individual officer and

"the committee’s recommendation to fix

responsibility on such officers be dropped.
Detailed report offered by the witness is
enclosed as Annexure 1.
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Industries

The Committee observes that the erroneous
calculation of overtime wages resulted in
the excess payment of overtime wages
amounting to ¥ 2.92 crore. The Committee

| remarks that this section of the Company is

an affront to the Factories Act. .

14

Industries

The Committee reiterates that in. the
absence of any wage settlement to .the
contrary, it is mandatory for the labourers

to abide by the provisions contained in the

Factories Act. The Committee desires to be

furnished with the final report of the State.

Labour Commissioner in this regard.

The company. was foliowing the method |
of calculation of wages for overtime
payment based on 24 working days in a
month and 7 daity working hours ¢ie, 180

-hours per month) to amive at the hourly

rate, right from the introduction . of
dvertime wages in the corpany.

However when it was pointed out by
C&AG's Audit in 2009 that it is not in
conformity with - the provisions of the
Factories Act, . KMML ' modified - the

‘method - of calculation of ‘overtime. by




 iSsuing  an  order dated 15-5-2009, .
reckoning 30 working days with 8 hours
‘per -day (ie 240 hours per month) and
overtime payment for the month of May
2009 was calculated based on the revised
calculation. - ' '

All the trade unions objected to the
modifications. on - the plea that the
customary . benefits available to the |.
workers could not be unilaterally modified
by the Management and they demanded
‘withdrawal of ‘the modification and
restoration of earlier practice. Since the
management did not accede to the demand
the unions observed a token strike on |
8-6-2009 due to which the plant
| operations had to be closed down.

The Hon'ble Minister for Labour
convened discussion of inanagement and |
trade unions on 10-6-2009 in the presence
| of Hon'ble Minié_ter for Industries. In the

discussiops it was decided to freeze the
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order dated 15-5-2009 issued by the
company- and to maintain the status quo as
existing prior to 15-5-2009 with respect
to method of calculation of overtime. It
was _aléo decided that State Labour
Commissioner will be conveying further {.
discussion to have a final settlement of the
issue. *The company had continuously
followed up the matter with the Labouf
Commissioner, but no d1scussmr1 was'
convened. '

However the company again issued an
Order on 4th October 2014 modifying the
method of calculation of -overtime by
taking 240 hours per month as base. The
recognised trade unions filed conciliation

| petition  before  Regional  Labour |

Commissioner (Centraly regarding the
revision of overtime' calculation formula
alleging that it ‘is the violation of the
provisidns‘of Industrial Dispute Act 1947

and thereby the matter was seized as pef

the instruction from . Regional Labour




Cormmissioner (Centl"al). Further, RLC
(Central) convened conciliation meetings
with recognized trade unions and
management on 27th October 2014, 27th
November 2014, 17th December 2014 and
9th January 2015 but no amicable
settlement has been evolved. In the above
circumstances RLC (Central) has submitted

.a - failure - report to Central Labour

Commissioner and Central Labour Ministry,
Government of India. The Central Labour
Ministry referred the case to Industrial
Tribunal/Labour Court, ‘Emakulam and it
is pending. Hence the company is not in a
position to act upon the issue until it is

. settlgd in the Indu_strial Tribuna'l.
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Industries

"The Committee. criticizes the inexplicable

attitude "of the Company in not taking

| timely action to revert to its original

contract demand for power, post “the
abandonment of the éxpansioh project. The
Committee adduces this- inaction of the
Company as a classic example of the laxity

It is true that KMML had applied for
enhancing power contract demand with

'KSEB for the projects planned in 2000 &

2004, but had not reverted to the original
contract demand for power after the
abandonment of the expansion projects in
2008. ‘

L o

01
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of its officials in taking timely action which
paved the way for an avoidable loss of
Z 1.19 Crore on electricity charges.

The projects were abandoned since there

had been an erosion in the Company’s |

cash reserves from T 0.223 crores in
2003-04 to T 0.89 crores in 2006-07. On
the other side the investment outlay was
escalating with time and there were no

‘resources to fund the expansion. So the

projects were formally abandoned vide

" '| G.0.(Ms.) No.15/2008/D dated 25-1-2008 |

and G.0. (Ms.)No.168/2010/D dated 3-8-2010.

However. Contract Demand with KS_EBL
was retained in view of the following

7 factors:

(i) Titanium Sponge plant Project (TSP) '
_ was a separate project coneeived in.

the “meanwhile, apart -from the
expansion projects, which had a

maximum demand of 5580 KVA, |

and was scheduled to commerce
operations by December 2008.

(i) KSEB’s procedure for énhancing-

contract demand was at that time

'



very time consuming. The application
‘to enhance the contract ‘demand
from 7.5 to 10.0 MVA was filed by
KMML during September 1586;
however, the decision for such
enhancement was taken by KSEB

only during November 2000.-

‘Therefore KMML retained the
additionally  enhanced  contract
demand in anticipation of demand
from TSP,

Unfortunately the commissioning of TSP
got delayed. Even after commissioning,
production was only in the range of 30%,

“due to the Operation at lower throughput
for want of orders from VSSC.

Simultaneously, KMML has taken various

| internal efforts to implement energy

copservation measures, which . also
resulted in substanual savings to the
company in terms of energy costs.

The above factors attributed to the lower

{ maximum demand than what was anticipated.

i -
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(4] 17 Industries

The Committee recommends that all those
officials of the Company identified as
responsible for the lapse should be booked
and liability be fixed on them.

-An internal committee was constituted by
- KMML to examine the subject .matter in
detail. The committee has submitted its .

report on 8-8-2016. Hence the internal

committee could not find lapses on the
{part of any individual Officer who
handled the subject matter during the said

period. In view of the above and also

considering the fact that the amonnt in

terms of contract demand was transacted
to KSEB Ltd. only, another PSU under

Government of- Kerala, we once again -

request you to kindly drop the para.
Internal Committee report is enclosed as
Annexure 11 ' :

Thiruvananthapuram,
19th June, 2018.

-C. DIVAKARAN,
Chairman, _
Committee on Public Undertakings.

€l
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DLTAILED REPLY ON TH

CONTRACT bmmmmmmihmﬁm&m

Audltabserntim

Para _sé-The committee is irked to note that an
investrent decision mvoMng crores of rupees’
-hasbeeninitla'hedbythecompanyhme
absence of a Detalled Project: Rgport andjor ary
| other Inves:ment p!am The committee finds it
paradoxical to note that the,cmp_any's‘dedslon
| to 'abandon the project has been taken on the
basis of DPR. The committee opines that-the
decision of the company to place puirchase order
prior to the approval of DPR has resulted in the
| wasteful expenditure of Rs. 58.57 Crores:
5consequent to the abandlonment of the proje:t.
Furthermore, the committee observes:that the
| company s functioning in a topsy-turvy manner
like consﬂtuﬂhgasub committee to reviéw DPR
priar to the dbandonment of the profect. The
committee conciodes ‘that wilful negligence |
tommitted by the management in taking crucial
investment decisions deterred ‘the comypiany’
from. channelizing the much needed resources
for funding other viable projects. ‘

m_g:-The committee reoommends that before
venturing into expansion projects the: prepamﬁon of [

DPR should-be entrusted to an expeﬂepced ‘fm
acquainted with this field. An expert’ committee of
the company should thoroughly ‘scrutinize the
technical feasiblity viabllity, market condltluns and
emrlronmental factors before ﬁnalnzing the DPR, The |

cotrrniﬂ:ee reiterated that purchase nrder shodld |
never be. placed beforeﬂ\eapprovalofDPR.The
| committee suggests that shouid there be a time lag in |
inplemrﬂngﬂwepm;ect,ﬂwb?ﬁsbm&dbemhd ,
_wacmrdng!yandﬂ'atﬁ\mshouldbeapmvislonfor

cancellatlonofpurchaseorder The committee also
observed that the Additional Chief Secrttary had

_omllyagreedtofmmshadelaledrepatbefore&!

committee but has not been complied till date. The

committes recommends that liability should be fixed
‘on the Officers responsible for placing. the P.O of

wachinery prior to the finalization of DPR.

Detalled Project Reports (DPR's) for the various capacity expansion projects were prepared by KMML
“during the year 1595. The company chtained GoK approvals for the same-in the. year 2000. The detalls are.

W
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5% below, _ _
 ProjectProposl | GovtApproval  |DPRPrepared [RsinGrores |
B 'Enhanr.lng capacutyof MS plantto A(‘:O(-MS) 16f2000/1> . dated’ KITCO(Marm
3lakh TPA o . mmuggo L o 1999) "~ 29247 ’
Capacity enhancement ofﬁ:abiﬁm’ GO[MS} 17!2000[15 dated MECON(May . N
| dioxide plant to 60000 PA | 24/01f2000 " 1999) w.
-1 100 TPD Oxygen Plant .GO(MS) 1&!2000[!0 doted, KlTEO{May 5182
: wlofioes | 1999) - '

Gouemment was \mthm the total cost of pro]e:ts approved earlier for ‘the expans&on _.

15

Subsequen'dy, based on. the above DPRs;, a corporate investmerrt plan for the above project |

‘ proposals was prepared by KMML, envsaglng a period of 5 years from 2003-04.to 2007:08. ‘mis was f
- placed before the 155" BoD meeﬁng held on 27 Decenmerzooz. Board approved the woﬂmgplan. -

The spm up of packages mduded in the corporatelmfesunem plan are as below: -

auo -  peofect - T COStEstimats
1 '-Enhahcementofrc)z-capadty:‘o‘ﬁmrsdmm o se
2. | Setting up of 125 MTPD O2 Plant for above « . T 0
3. ' | Enhancement of Bl production to 55000 MT!'frw!th BCA process 40
4. | Addtional Mineral Separation Tadiities for Zicon SRutie | 95
S ‘ Enhiancement of TiO2 capacity towoooo MT)Yr o - :flq'o .
% NewSynMcRutileplantofcapacifwﬁooo‘MT _ — )
7. | Additional stream of 125 MTPD 02 Piaht : — 1 '_’.5o ‘
bl 8 .115 MTPH Mirteral recoveryplantwlthseparabonfacﬂ?ty T . io ' N
| 7.9 [ 'waterSupply Schemes(Desalination etc) ; o h ':407 ) ‘
. | DS ' ' 20
n | Mi&ceilane’ous -
12, c.onsultancy Charges 30
3. | Yol | 760"

Govt. of Kerala vide G.O (Ms) No. 46}1004{1[} dax;ed zsiwzooq had accorded appmvaifor the abave_ :
investment plan at a total cash outlay of Rs. 760 cr. Tnta{ frwvestimerit of the projects approved by the -
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y any.

’ consultanrs in Jamary 2004. Procwemem actions .were initiated for different items under vannus

{packages and the companry started placing- orﬂers for them. In the meanwhile; Kerala State Po!iutlon,

_Contro! Board, vide letter no. PCB[TVMIHWMIahﬂgo dated 25108]2004 issued a closure notlce to the

" | company citing non-comphanr.e of certain regulabons required as per the hazardous waste management
rules This was done on the basis of observation by Supreme Court monitoring committee(aelevant-

| copies are attached} The major mn-compﬁances cmed were -
a. Ackdiciron oxide slurry bemg stored inthe punds is getting Ieaked out to the surrqundlngs.
" b. The ETPsludgeis being aeposmedempondsinﬂresiuﬂy form.

| 166 Board meeting dated tDJOS «considered the above non-compllance during me review of expansion |

propects, agreed for the tedmotogual changes to be Imparted in the concerned areas. This was especnally

covering the technology for produdlon of Sym:hem: Rutite (SR). (Extmct of the MoM of Board is

‘attached)

[ The pracess knaw-tiow for the ew SR plant ‘v firishized during Novemnber 2005 but the cost of the
'pro]ect was unknown. 21* Board purchase sub-committee decided to. carry out a supplier presmtation -
before Board, to assess the profect cost. Extract of the M.o.M of Board Sub-committee is attached. |

Accordingly, DPR incorporating the above changes was updated by MECON during first quarter of year

2006, With the new technology and associated: dmges, the revised total pro:ect cost hiked up to Rs. |

11006 Cr. from the earllerRs. 7600'
Board Sutrconmuttee reviewed the expansiosn pm]ects inits meetmg dabed zz]g{zao& and uhalzoos It

was observed that that the cost of the pmgctshasbeen overshooﬂngand hence ntwasfelt thata review. _

is necessary. Meanwhie,thm was. erosuo in. company's ash reserves (Rs. 23 Crores n 2003—04 1o Rs.

89 Croresinznoﬁ-w). Ontheother side! [nvestmentwas hugeanditwas difficult o proceed without a ‘
funding plan 181th Board rneeﬂng dated nfﬂhoos réviewed the report of its sub-commrttee and

 decided to go lnto the more details (Exuad: of Board M o.Mis attached).

182™ Board meeting hald on 2fezfo7 rewewed the detaled report of the following sm—comrnlttee, in_

connectionwrm the expansion projects

1. Shiri. PH Kurian LAS
2 Sﬁﬂ. tshrta Roy. IAS

3 Shn N R Subramancam,Mﬂ '

“The above committee (report dated 7° Decernbu zeoﬁ) had gone thmugh the various aspects of the.-‘
‘ proigctstsimation of the company prevarled t.hem Hence Board. decided to withhold the proposed |-

Mh. MECON (A C.ovt of ndia Engineerlng Consultancy Senm:es) was appomted ‘ds the Engineerlng

pa ==

ir’

o




}
{
I
i
]

17

upeﬁemedandcumpetgmmhandleﬂnm Cmmemmmplanwasadeﬂrmmﬂg
planhasedontheDPRspreparedI!yMECOdeKcho
nAsepomdameECONmsapmkmduemmm&ngwm

. experienoenﬂuﬂddhmgmmm’sexbﬁngphntmdmordmwmphcdbymzcon
forwﬂousltemsmtl\ebaslsofpadqgesidmiﬂedhumw!thnmmd 1 There was

ﬁmelagmnnplemenmtbnofpmpctsmduemdmgehemirom nﬁybenort‘edv
that. the company revised the DPRs to address the provisions of the new envimrrna-nal taws. f
Unforwnately, the same led to increase hcosuﬂnallyleadingtorevhwandcanmﬂatbn of:'j-

projects, Committee wggesﬂonsmpmvldingdausefwwmhﬁonofpwdwseorderdmto

iagwiubeconsldeted onmebasisofpmvaihgcomahws.mmkhelrgcarefulyaddnssed

in present tenders.

Considering the above, ttlssbmtttedtheseevems:hmldnatbesgenuaihpusmﬁnmdany '

""v“*-e.ﬁ\

indiwdualofﬁcerandmecomme'smmmdaﬂontoﬂxrsponsblkyonmafﬂ:mbe&oppw
mmm ’

mmemmmmmmdeofﬁnmaWMnmmgMy
; action to revert to fts original contract demand for power, post the abandonment of the expansion
project. The comrhittee adducesuusmcﬁonofuaecompanyasa classic example of the hxltyaﬂts'
ofﬁclalhtakhgunrelyacﬁonwﬁd'lpwedﬂaewayforanavddab&elossoﬂNR.ﬁgCrmon K

electricity charges.

The committee, recommends that all thcse officials af the comparly identified as responsihle for the |

Iapsa shouid be boaked-and llabmty be sﬁxed on them.

. AninterrﬂlconmiﬁeewasconstmmedbyKMMLtammheﬂnmctmmhdétal The committee

hassubrnlltediureponon oBIo&sz(CopyofnportAmdud}.ThecomnﬁmObsﬂvedmatth
acﬁnnsmenhancemmmadeﬂwmmismunmmmofmemnﬂonmofthe
r.ompany,h:kzdoffmmtheapprovalsoftol(dufhgtheyearzoooandzoo48uttheproectswere
abandoned later by GoX diming 2008, due to various reasons as below.

Board Sub-committee reviewed the company expanslan projects ini Its meeting dated 22/5/2006 and

24/10/2006{as explained in the reply for peevious audit observations (Para 8 &)} If was observed |
thatthecostofﬂﬁpfoiemhasbeeriovershoot’imandhmceitwasfdtthata'reviewis'riece'ssary .

Mearrwhie.therewasemsionmcompany’scashm(ns.naCroreshmommRs 39Craresm
:oo&a?).ﬂnﬁ\eethersideinvestmeﬂtwashugewkwadfﬁmnto proceed withomafundingplan.

181th Board meeting dated 22}01/2006, reviéwied the report of s sub-committee and decided t5-g0 to

!

1245/2018.
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sre detalls. (Extractofsoard M.oMm Ismched).

Board mhgheldonﬂfoﬂw mﬁewedundehledreportofﬂnfoucwingm-comm in
tonnection withthe expansion’ projects )

A ShrLPHKurlanlAS
2.Shri. Ishita Roy, 1AS

3.$hr-. N R&Jbramamam,MD

The above committee {report dated 7™ December, 2006) had gone through the various aspects of the

pmpctslsituabonofthecompanypmvaledtlun Hmaoarddeadedmmﬂ\howﬂ!pmposed

projects for taking a final decision by the Governtment on the fatter. {Extract of Board M.o.M attachgd).

Later, Goverrmment of Kerala vide order no. C.O {Ms) no,15h008ND dated‘:ﬁ.’t.zooa and G.O (Ms)
.no.168f2010{ID dated 3.81010 had abandoned the expansion prohcts of KMML. (Copy of the G.0’s
attached)However Contract Demand with KSESL was retzinéd in view of the following factors

(amsmemmm)mammmmmdhﬂmmummnm i

ﬁteexpansbnpro[acts,appmved‘bymhﬂnyearzoos(wh&hhasaMathmdemandofssm

KVA)and was scheduled to commemopembns by Dacember 2068.
(H)Theproceduremdvedhmmdngcmadumndkgmﬂyveryﬁmmm "The

appllca’tbntoerinnce.thecomctdemandfrom}'swiooMVAmsﬂedhyKMMLduﬂng

mummmm«mwmmmmmbyma(mybemeto '

power shoruge)onlymmg November 2000. Therefore mecompany was indlned toretainthe
addlﬂonalyemancedcmmdanﬁndinmﬁdpatbnofdmnndﬁmtsa L
Urifortunately thecomﬁsslowofmpgotdelayed Evenaftercommissionhg.thedemndreqwed
forTSPrasmtmachedﬂnpeaklevdasexpemdand!tmsodyhthenn@eotaoz,duemme
opeﬁﬂonatlowmmmforwmofordmmvssc.Intl’nmeanwlﬂe.wmpawhaslaken

nMummIeﬁommmmtwmnmmnmmwhkhdwrmmdhmbm .

_savhg;tou\econmnyintem\sofenergycosts. _ .

Theabovefactmsaﬂrbutedmmehwum:mmdmandﬂmwhatmswﬁdpated Hen:ethe
internal committee could not find. Iapsesonﬂupanofanyindvidzmlofﬁcerwhohndledmembiect
matterduﬁngthesasdpeM{Mpondfﬂlewmisendosedasmmre). tn view of the above

| andalse considering the fact that the amount in terms ‘of contract demand was transacted to KSEB Ltd -

-only; a.mther PSUundngmemmntofKuala wzmaph requestyouto Itlﬂdty dropthe para

ir

fr
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to ﬁra {3 &4

Thec.ompanywasfuliowmgﬁ'le methodofcalaﬁaftbnof wageforoveztlme payment based an 24
working days in a month. and 7 % da!yworklnglnws(te,t&olwurspermon&\)tomlveatme .
hourly rate , ﬂghtfrmﬂ\eirttroducﬂonofovminew:gesmthecompw However when it was

pointed out by CBAG's Audit in 2059 that Tt isnotin confonmty with the' provislons of the Factories

" Act, the company modified the_method of calculation of overtime by issuing- an 'order duted
©15.05.2009, reckaning 30 working days with 8'hours work per day (le, 240 hours per month) and

overtimé payment for the month of May 2009 was calculated based on the revised calculation. Al
the trade unions objected to the modiications on the plea that the customary benefit gvaliable to.
the workers could fiot be unilaterally modified by the Management and they demanded withdrawal
of the modification and restoration of earlier practice. Sincethemamgem did not accede to the
demand the unions abserved a token strike o o&o&zoogduetawﬁdmmephmnpua&onsha&to
be-closed down. The Hon'ble Mhlsterfnr Labour had convened discussion of management and trade

- unions on 10-06-2009 lnthe presence of Hon'ble- Mnkterfor industries. i the ds:usslons it was

decited to freeze the ord_er damg 15.05.2009 issued by the company and to maintain the status quo
as existing prk_ir 10 15.05.2009 with respect to method Ofcalédzﬁondfovm. # was also decided
that State Labour Commissioner will be convening further discussion to have a final settiement of
the issue. The company had continuously followed up the matter with the Labour Commissioner, but
no- discussion was convened. However the Company agaln issued an Order on 4* October 2014
modifying the method of calculation of overtime by taking 240 hows per month-as hase . The

.. recognised trade unions filed conciilation petition before Reglonal Labour Commissioner(Centrat)

regarding the revision of overtime calcufation formula alleging that It Is the violation of the
provlsions of industrial Dispute A:t 1547 and thereby the matter was seized as per the hstructiun
from chmnal Labour Commlssloner(uml). Further “RLC (Central) convemd. conciliation
meetings with recognised trade unions and management on 27" October 2014, 27 November 2014,
17® December zw;and o™ Januzary 2015 but no amicable settlement has been evolved. In the above
circumstances RLC(Central) has submitted a faihn report to Central Labour Cormnksioner and
Céntrat Labour Mlnlmy Govt of India. The. Certral Labour-Ministry veferred the case to indusirial
Tribunal / tabour Court, Ernakulam ard it is pending.” Hemeﬂ'becomm i mtinaposibonm at
upon the issue until it is settied irithe Industrial Tribunal,

S




Rt Vlde MD's 'cm:ar uated 3!1:2016, the fol|wrh-|g committee was const!tt:lted i the. ifght of:
I ﬂ'\e dedlned wplyfubm!tted by the compaﬂy agalnstCMG auditqmry on rrtalning h!gher

f'l __-mtamo
5 3GM (PEM).;
_-:'Ho:t(m) .

“T7sWvae ]

7 ) _as.ﬁ.zooeto 98071903 .1o.oMVA«.~:'
o oRey. m;tcne 082004 [125 MVA I
y 76.08.2004 £ 16 oq.zow “T%oMVA ..
: "_,,16.04'201otﬂl date _- 'ISZ.STMVAJ' L '

~ Cur. odginal contract demand durlng the initial years was. 75 MVA, TP Unn was. not ‘
opemtlng at the mteo' output durlng t‘he inillal days of - commisshning oy major
tedviotoﬂcal breakthrough in process, thz Company started operaﬁon infull sMng.‘Hence.

o the t.ompanmedanappmumfur mhancunentof the contract demand t9'10 o VA KSEB
haﬂ kept theﬂle rong pending. e :

. forthe folloMng profects vide GO (MS) N'o16. 17, 18,19 lzooollD dated 24-01-2000
« (a) Settlng up of Mineral Separation !!Iam.
' (b) Enhancing the capad‘ty of TIO, Pigment: let
A m ofa'looTPDchgenlet

the records ivéii_éﬁie_ s

Tins ap:rt of Company’s wm Vlsion. tbe Gmeﬂ‘ °f K""h ’“d a‘c“d'd sanr.twn-

ST

i




it

: cmldn’t_he ¢omple£ediconce[ved lnthe way that was intend&«.‘
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L Subsequenﬂsa the Government of Kerala rmt accorded sanction for the followmg expansion -
' propects vide GO(MS) No. 96/2004/I> dated ;3.04.1904 . . :

a} Syaﬂ‘etlc Rutile Plant
(b}MhmlSeparaﬂon Plant

c) Qesailnatlon Plant )
' Oxygen Plant on BOO basts ‘

o Tu cater. the power to capac!ty expansuon proiects, KMML had signed an agreement ‘with :
o KS ‘ forthe enhancementofcontractdemandas belqw' -

* ﬁw'to 125 MVA wltheffeét frém os-oz-znos (forneoo tcsqoooo m expanslon whiels
' was carried ot in—house). Duvpiant maximum, demand uﬁngthat time (1004] was -

; bhoh'--'ﬂ'.’f- eipafsloris'}.i*-ﬁ Inlﬁilreqwram maxhnum demanf* for 'he _

wis gé'dzms 3500 KVA, -

L §Ihe Gtwemmgnt ofKeula had also apprwed meﬂhrﬁum pongz Profect 500 [ 1oz TRY

e, ca (M) No:149/2005AD dated 11412005, The mMm demand of the approved T3¢

o 'prplect is 5580 KVA (reference to DFR for sooTWTSP h;rK[TCO Ltd (Annexure V!I, Page _

s '_,' As such the rnaximum demaﬂd fqr the running exist[ng unit Plant and Titanium Sponge -

Pro}ed e 17380 KVA. This 15 1380 KVA in excess ofnnmmcanmdemand It is also worth
3 'noting that the ervissged total demand was actually 20880 KVA; considering the maximum
dmand uqufrement' of ex!sthg planl. operaﬁon(‘lﬂoo KVA), initiat expanslon plans to .

_ 60006 TPAITOI productlon \:apadty(asoo KVAY: and TSP prnlect reqtﬁrqments(ssso KVA).
Iﬂsafactthat ihe expanslon plans of TP unit & Ms plant as' approved by the Government
' vide order no. (MS) 7

S (b} Mmeral Separation Pfant
o 0) Desalinatiortﬂant L
(d)ﬂxygenPlantonBOObaslsf B
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: M But the Govemmmt. has not gwen any ¢ dlrecﬂon for can:el%atlon i contlnuation of the nther'

f_;imernnked proiects as detailed below \nd'tlch weere ako_ nclided in the r.orporate plan '

L approvedby, the Govemment

: ;"’ @ EnhancemmtofﬂO: capadtyto GooouTPA
) '.‘,(b)ConverslontoDCS : . S
_ €) Enhancement of TIO2 capadtytmoooooTPA L
-'.'-(d)msceﬂaneousproiect T fl-i_"-v" '
(e) Consdtancy :harges T e

R 'a;‘“ BoD meeting held on 7 Marth 2008 has recommended the Gowt, for abandoning
) .the above pfoi s since the expansron. of TiOz plant to 1oo,ooo MTPA and other items i

(c) Separatioﬁ of valuable minerals

2 Gwemment san:tions were obtained for the abcwe proiects 190 BoD rneetlng held on 14

"¢ tober 2008 had- noted the: approval of cast reductlon ‘project and steps started for .

_ tenderlng. Board eonstltuted a subcommittee Mth 3 Directors for. pericdical revlew of the
s progess of execuﬂon of the three cost r:duction pmlects

- .quer requ]rement emrlsaged was as below for the abwe c:ostreducﬁon prafects -

Capic?t)c augmentatlon of ynthetic Rutlle plant(SR Proiect) s 4oo "KVA
2 53T AFBC anl-ﬁred bol!et wlth coat& ash handl‘tng sysf.em L
3 5¢par.mon of valuable m!nera!s -

o A totai dt 1900 xw; was snvisaged forthe cost reduction pw}ed:s Hance w;th thg ong@ins L

TSP Project and cost reduetlon pmlects, the total gnvisaged maxium demanid requlrement

o stands well above 16000 KVA_ m " after’ cancellatlnn nf “campany expansion |

B . -projects(Enwsaged MD: requlrement even at this poht of time was 19180 KVA, in actual)

—

(».

{(r
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S Meanﬂrnc. we had taken various steps dmrmmuﬂy, o part of energy consewann :

. elforts to brlng down the maximum demandlenery sav!ngs,whkch Includes the fallowmg in
- min&num - : ORI :

(S VFD operataon for existlng Roasster,ulcher & its cooFers
2.’ ViD'operation for Calciner D fans . * -
3 A VFU operatfon for old belt ﬂher
' ; S VFD uperaﬂon fcrrARP oombustion alr fms
R '.VFD operaﬁon for DM water pumps '
' j':6. vFD operatlon for degasser pumps

- ."_Aii the abm lnsta!l:tlons were c jrned aut suecssfully. ae:f.aunteé ta considerabte savlngs :

: tn e energvf&emand :onsumed \ ~1.’ask done was htghly appreclabie and also the
dernand r!ductfanoffu(sﬂ'le addﬁcmaf KVA requlrementfor SR proiec!conceivea. o

o Commltteealso noted the foltowlngpoints s

B :-’{a} T’he increase from 1}5 1o 16msdone in antldpation ofthe pdclty expansionp!ans ’
from qoooe to soooa MTPA, fj:hrwas fwthcr min‘ i
redu:tlonpro}ects. ' : Sl T
(b) Although an- addltlonal reqt.drement of 558o KVA was. proiected 3 the requlrement '
for TSP the conh‘act dernind was not enh;noed further as the expansion prole:ts
(4nooo 10. soooo) was progressing at a very slow pace, thesa pm]ects were
. subsequenﬂy abandoned Lo . S :
(c) Tltznlum Sponge~ Project was. scheduled o commence production by the end- pf )
December 2008 {referred to ‘Page No. 53, Section 7of DPR) hence the agreement
_ wlth KSEB for the contract demand of 16 MVA was retained as such.’
' ;(d) Unfortmately the T3P project was delayet‘ mddentany,

fATSI?‘pgogect and cost

the AGs audlt c-mducted

K (er}n is a!soafact that T’SP Js now Operatlng at about 39: capadty only which is also 2
" “factori in limitlng the maximum demand now As there was dtfﬂcwty in getting higher .

. power due to short supply,. MD m&pmns the TSP proiect etc., ‘the demand of 16
' '--:MVA <enﬁnued. However based on cur:query. the matter was reviewed and the
e ; contract demandwasreduaedto 11.5MV& L




T CHAG Inits audlt pointed out that uAn wrprodur.tm expendrture has nccm-rgd ‘-°"5¢q\{ent ..-, _
to abamioﬂfns the Capadtr txpm!bﬂ Ptqlm and unhecessary retention of the contract

' demand during thepeda;l nf May zoos to January zow

_The higher r,ontract dernand charges cited above was passed to KSEBL. another 1Y) under'-

Govemmem of Kerala

"~ From the examlnaﬂon of the detaﬂs, itis dear that the actlanato enhancg the contmct o

Vdemand with KSEBL' was taken for the company cxpanslon[diversfﬁcaﬂon pmlects etc.“. B

Unfortunatety, the torpmte expanslon proiects were a‘barrdoned hy ﬂre Govemmem_ .

-However, TSP Project. and cost reduction projects wvefe five, which lrwited the rtqulrem;nt'.:_"'._ ]
“: the tuae of 1 MVA' o tne demand already agreg: 'wrﬁ: KsEBL -

. of :ontract demand a
was retarrred.

The major factor attﬂbubed to the subject me’was the delay i, mmm.ssl;mzng ofTSP T
L progect. Mormver, everrafeer eommissioningafTSP, the power reqqumemof‘[SPwas not e
Cin llutme!s expected due‘toitslow capadty utillzadom it ls alsownrthmtlng'drat some -

of the cost reducﬁon projgcts didn’t take off as Imended and variuus steps in térms of

' energy cmsemtlon measures were t.aken u‘p departmentally. had resultedin reduction of -

" maximum demand availetifcr the then runnlngplant, :

In the light of the above, ;he commlttee couldey't find lapses from any. one Irandled the'

respectiva matters. Hence we may, oru.'.e again request the concerned authorrty to dropthe

" query ralsed by C&AG dting the prevlou r!PIY givEn and facts mentinmd in the report .

prepared hereby

7
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