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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been
authorised by the Committee to present the Report on their behalf, present this
Fifty Eighth Report on the Action Taken by Government on the
recommendations contained in the Fifty Third Report of the Committee on Public
Undertakings (2006-08) on the working of the Kerala Minerals and Metals Limited
based on the Report of the Comptroller and Auditor General of India for the year
ended 31st March, 2000 (Commercial).

The Statement of Action Taken by the Government included in this Report
was considered by the Committee constituted for the year (2011-14).

This Report was considered and approved by the Committee at the
meeting held on 3-9-2014.

The Committee place on record their appreciation of the assistance
rendered to them by the Accountant General (Audit), Kerala in the examination
of the statements included in this Report.

K. N. A. KHADER,
Thiruvananthapuram, Chairman,
11th December, 2014. Committee on Public Undertakings.



REPORT
This report deals with the Action Taken by Government on the
recommendations contained in the Fifty Third Report of the Committee on
Public Undertakings (2006-08) rclating to Kerala Minerals and Mectals Limited

based on the Report of the Comptroller and Auditor Generat of India for the year
cnded 31st March 2000 {Commercial).

‘The Fifty Third Report of the Committec on Public Undertakings
{2006-2008) was prescnted to the House on 17th July 2008. The report contained
21 recommendations. The Government have furnished replies to all these
recommendations. The committee (2011-14) considered the replics at it’s meeting
held on 12-2-2014,

The Committce accepted the replics to recommendation Nos.1(43), 2(44),
3(45), 4(46), 5(47), 6(48), 7(49), 8(50), 9(51), 10(52), 11(53), 12(54), 13(55), 14(56),
15(57), 16(58), 17(59), 18(60), 19(61), 20(62), 21(63) without any remark.
These recommendations and their replics furnished by Government form
Chapter 1 of the Report,

54/2015.
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REPLIES FURNISHED BY GOVERNMENT ON THE RECOMMENDATIONS OF THE COMMITTEE

Para
No.

(2).._

WHICH HAVE BEEN ACC

" Dept.
concerned

3

Industrics

EPTED BY THE COMMITTEE WITHOUT REMARKS

Conclusions/ ~ Action Taken by o
Recommendations Government
@ (5)

The Committee finds that the
company had constituted three
Committecs for the purpose of

Cost reduction, Product
development and  Vendor
development. The Committee is

much displeased to note that
these committecs have so far not
suggested any recommendations
or measures, 1The Committee
recommends that these threc
committees should meet regularly
to chart out measures 10 increasc
the efficiency of the company.
The Committee desires to be
informed of thc number of
meetings held by the three
internal committees during the last
3 ycars, their recommendations

I'he committee constituted for the purpose
of cost reduction and product development
was regularly mceting to discuss the cost
reduction and product development
measurcs to be taken. As per the decision
of the committee a R&D consultant was
appointed and he was available during the
period 2005-2006. Meetings werc held in
every month with the consultant to identify
the areas where activities are required. The
following measurcs were initiated in view of
reducing the cost and the devclopment of
new grade of pigment.

Cost Reduction/New Product Development
(1) Sodium Chloride as scouring media
during oxidation: Plant trials were conducted

to explore the use of vacuum salt (free
flowing sodium chloride) as scouring media



and the steps taken by the in the U. 300 oxidizer instead of sand afier
company for cost reduction, detailed studies in the R&D lab. Initial trials
product development and vendor indicate that sodium salt can be effectively

development.

employed as the scouring medium for the
production of only RC800PG grade pigment.
For other grades it is not found successful.

(2) Charcoal as reductant in the ilmenite
beneficiation plant: A plant trial has been
carried out in the Ilmenite Beneficiation Plant
(IBP} to check the efficiency of using a
mixture of charcoal and petrolcum coke (20%
charcoal and 80% pct coke) instead of pet
coke alone as reductant in the roaster. This
study is mainly carried out with the
intention to (a) enhance the reduction
cfficiency and thereby improve the quality of
Beneficiated llmenite(BI), (b) reduce the
roaster outlet temperature and thus increase
the life of castables, and (c) Lower the
consumption of oil during reduction. A
consistent result was observed without any
major operational problem during the trial.

(3) Customer Oviented Grades: Studies
aimed at ascertaining our capability in
supplying quality RC822 pipment for Dealer
Tinting System (DTS} applications to Asian
Paints Limited (APL) are underway.




The pigment used for DTS needs controlled
and guarantced quality paramcters and the
tolerance limit for the quality specification is
Very narrow. .

(4) Development of New Grade Pigment:
Nano-technology today is growing very
rapidly and has infinitc applications in almost
everything in life. One of the most important
factors in determining the effectiveness of
Titanium Dioxide Pigments is their particle
size. Laboratory scale studics are being
carricd out for developing rutile type nano
gradc pigment. Proper literature survey was
done and sufficicnt information was collected
from various sources before initiating the
studics.

The vendor development committee met
17 times during the period as follows:
6-5-04, 3-6-04, 17-7-04, 26-7-04, 11-9-04,
17-9-04, 2-10-04, 4-10-04, 13-11-04, 18-11-04,
27-11-04, 6-12-04, 12-2-05, 26-2-05, 9-3-05,
17-4-06 and 19-4-06. The vendor development
committeec had recommended enlisting 30
new vendors for the supply of various itcms
during the period. The company had
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The Committee finds that the
company had disbursed loans to
some other public sector
undertakings without specifying
rate of interest or repayment
terms and to Kerala State Cashew
Development Corporation Limited
without the prior approval of
Government, and thc chance of
repayment of loans/payment of
interest by the above PSU were
remote. The Committee therefore
recommends that loans to PSU,
should be disburscd only with
the prior sanction of Government
and specifying terms  of
repayment and ratcs of interest.
The Committee also desires to
know the progress in recovery of
the loans disbursed to various
PSUs.

reviewed the above recommendations given
by the vendor development committee and
cnlisted the parties as new vendors.
Materials are being procured from these
parties at compelitive prices.

Company released loans to various PSU as
directed by the Government from time to
time. After releasing loans to each
Companics/Co-operative Societies, Company
requested the Government to fix the terms
and conditions for repayment, interest etc.
Government have fixed the terms and
conditions for the loans disbursed by the
company and directed to treat the entire
loan as intcrest free and also directed RIAB
to realize the amount on behalf of the
Company, Company had also requested
cach loanee company to repay the amount.
As recommended by the Committee,
company has decided not to release any
loans to PSUs without getting prior sanction
from Government specifying the term of
repayment and ratc of interest.
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The Committee is periurbed to Company started paying dividend trom the
learn that the Company had not year 2002-03. The dividend at the rate of
paid dividend for the four years 10% is alrcady declared for the ycar 2007-08,
from 1998-1999 to 2001-2002 even The following steps have been taken to
though it was working on profit. improve the marketing efficiency:

The Committce wish to know the
reasons for not declaring a
dividend even if therec is
sufficient profit and the Committee
further recommend that the
Company should declare the
dividend as soon as possible.
The Comrmittee finds that though
KMML is the sole producer of
Rutile Grade Titanium Dioxide
Pigment in India and six different
Grades of TDP are being
manufactured by the company,
the performance of the company
up to the year 1992-1993 resulted
‘in accumulated loss of T 107,99
crore duc to low level of capacity
utilization, high cost production,
low productivity and insufficient
marketing strategy. The
Committce recommends that

»

Close contact was established with
customers and dealers with regular
meetings held at various states.

New dealers were appointed to cover
areas not represented to boost sales.

Both dealers and customers were
invited to the plant for interaction and
to have an insight of the company
facilities.

Daily monitoring of marketing
activities right from orders, dispatch
schedule, actual realization, collection
debtors, tracking of credit payments
due etc. are effectively done.

Weekly and monthly review of
domestic and international pricing of
Titanium Dioxide based on market
feed back, reports published by ICIS
and import data.



concrete steps should be taken to
improve this and effective
marketing strategy should be
followed to market the products.

The Committee lcarns that as a
resuit of the failure of the
company to declare the actual
available installed capacity as
36000 MT. per annum, there is
excess in payment of production-
linked incentive 1o cmployees.
The Committee finds that the
incentive was fixed as a long-term
agrcement when capacity was
fixed at 22000 MT. per annum and
the company has not taken any
mecasure to revise the incentive to
tune with the present capacity.
The Committee therefore
recommends that steps should be
taken to declare the actual
available installed capacity and
rencw the agreement regarding
production-linked incentives.

Pricing revisions ar¢ made on a monthly
basis as against the earlier system of’
quarterly review/revision to ensurc that the
products are supplied at market competitive
prices.

The Board of Directors of the company in
their meeting held-on 15-4-2004 considered
the Production Incentive Scheme and
decided to suspend the scheme pending
finalization and approval of a revised
incentive scheme. Accordingly the
production incentive scheme was suspended
during August 2004, It was not prudent for
the Management to discontinue the payment
of incentive, as the employees were in
receipt of incentive for the past several years
and the production has also increased with
the co-operation of the employees. As such
full withdrawal of payment of incentive
would have created an adverse impact on
the workmen of the company leading to
major Industrial relation problems. In view
of the above position it was decided to
continue payment of incentive on ad hoc
basis subject to a maximum of
¥ 2900 pm, subject to achieve certain level
of production. Management and the
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recognized trade unions representing the
workmen of the Titanium Dioxide Pigment
Unit of the Company had conducted bilateral
discussions for evolving a production
incentive scheme for the unit. Finally at the
meeting held on 18-8-2008 an understanding
has been arrived at and accordingly
agreement was entered into on 18-8-2008.
As per the agreement, the employees are
cligible for production incentive only if a
minimum of 87% capacity utilization is
achieved, 1.c. 2900 MT. of pigment production
per month. The installed capacity has been
revised as 40000 MT. per annum from
1st October, 2005 due to the modification in
the plant. The Board of Dircctors at their
189th meeting held on 20-9-2008 considered
the Incentive Scheme and approved the same
subject to  Government approval.
Accordingly, the company on 6-10-2008
sought Government approval for the revised
incentive scheme to the employees of
KMML with effect from 1-1-2008. As such,
the Government approved the proposal as
per GO. (Rt} 590/10/1D dated 7-5-2010 (copy
enclosed) Annexurc L
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The Committee expresses its
displeasure over the company’s
reply of machinery failure for not
attaining 100% ilmenite
production capacity, that too
3 years after modernization of the
plant and desires to be informed
of the Company’s achievement
during 2004-2005, 2005-2006 and
2006-2007.

The Committee finds that as a
result of globalization, the
Company is facing stiff
competition from other countries
especially China as their products
are cheaper. The Committee

" recommends that the company

should reduce the cost of
production and improve the
production capacity by coal
substitution and implementation
of Digital Control System. The
Committee also finds that at
present it has only six varieties of
products: The Committee
recommends that the Company
must strengthen its Research and

The production details for the years
2004-2005, 2005-2006 and 2006-2007 are as
follows :

: o

(Actual Prdn.) utilization
2004-2005 51600 47650 92.34
2005-2006 51600 51430 99.67
2006-2007 51600 52500 101.74

In view of strengthening the R & D
department and initiated the activities, five
R&D scientific officers were appointed in
2005, having M.Sc. and Ph.D. qualifications.
Company installed Distributed Control
System in U400 plant, where the finishing
process of the TiO, is taking place for
ensuring the quality standards. A DCS for

.the entire operation of the plant is planned

along with the proposed capacity expansion
from 40000 MT. to 60000 MT. TiO,.
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Development wing, so as to
develop new varietics in keeping
with present market trends, The
Committec desires to be informed
of the steps taken in this regard.

The Committee finds that the
Company’s effort for cost
reduction and vendor
development when a condenser
in the Brine Chilling Plant is
fauity resulted not only in loss of
T 24.77 lakh for replacement
through various suppliers without
contacting the original supplier,
Kirloskar Pneumatic Company
Limited (KPC), Chennai, but also
production loss valued at T 2.46
crore. The Committee expressed
strong dissatisfaction at the loss
of such a huge amount of monecy
due to the failurc on the part of
the Company in contacting the
original supplier. The Committce
strongly criticizes the action of
the company in trying for vendor

KMML has all the fabrication drawings of
the condenser and decided to get the same
fabricated from the company’s approved
vendors exactly as per drawing since
M/s. Kirloskar Pneumatic also outsource the
condenser from elsewhere only. Vendor
development was taken up much earlier to
the failure of the equipment. Company was
ensured that the equipment will be procured
only from OEM and necessary instructions
were  already issued. The wvendor
development initiatives were carried out with
good intention of over all cost reduction.
However, the failure noted by the Audit in
the case of condensers for Brine Chilling
Plant has been enquired for fixing up the
responsibility. The failure pointed out by
the Committee in the case of condensers is
noted with great concern and proper steps

01



development without considerihg
Vendor
development and the subsequent
cost reduction are good, but this
should be donc when the
machinery is in

production loss.

working
condition. The sparcs should be
purchased before hand and kept
ready to bec used when faults
develop.  Trying for vendor

development after machinery has

_ becomec faulty will lcad to huge

production loss. The Committce
therefore recommends  that
responsibility for the loss be
fixed, and steps should be taken
to prevent such occurrence in
future. The Committee desires to
be informed of the action taken in

this rcgard.

The Committee lcarns that even
though the plant was modified
with incrcased capacity, the

have alrecady been taken to avoid such
situations in future. Now KMML is keeping
sufficient stocks of such critical items to
prevent occurrence of production loss. The
Managing Director, KMML informed that the
responsibility could not be fixed as directed
by the CoPU due to the intricate nature of
thc issues involved and the company
entrusted an external agency M/s. RGN Price
and Co., Chartered Accountants to look into
the aspects involved. A copy of the report
is enclosed {Annexure II). On the basis of
the explanation from the Managing Director
and the report from the external agency
further action in the matter may be dropped.

KMML has implemented predictive and
preventive maintenance for all critical
cquipments of oxidation plant to reduce the

11
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shutdown due to critical
equipment, failure and process
problems could not be controlled
by the company and this
adversely affected overall
production efficiency of this
plant. The company could have
avoided such failure by proper
and periodical maintenance. The
Committee expresses displeasure
over the lethargic attitude of the
maintenance personnel of the
company who should have
proper presumption to see that
necessary spares were available.
The Committee recommends
predictive maintenance to avoid
shutdowns in future. The
Committee desires to know
whether the Oxidation Unit has
been shutdown since March 2004,

down time. Down time and finished pigment
produced during the years are given below:

Down F::nished
Year time pigment
Hours Produced
in MT
2004-2005° 2445 hrs. 30662
2005-2006 2022 hrs. 33191
2006-2007 2448 hrs. 34373

Down time % during the years 2004-2005,
2005-2006 and 2006-2007 was in the range of
29 to 34% as mentioned. It may be noted
that replacement of Critical Equipments are
done based on targeted production yielded
by each. Since the production rate has
increased during these years it is clear that
equipments attains its targeted production
faster and rate of replacement of critical
equipments on yiclding targeted production/
life will increase. If such equipments are not
replaced on yielding its specified life, there is

Zl
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The Committee concludes that
lack of proper maintenance was
leading to production of large
quantities of off grade Titanium
Dioxide Pigment, resulting in loss
of crores of rupees, The
Committee recommends that
norms should be fixed for
offgrade production and it
should be strictly ensured. The
Committee wishes to know the
quantity of off grade Titanium
Dioxide Pigment produced by the
Company during the years
2004-05 to 2006-07.

possibility of failure of these equipments.
The consequence of such failures will be
high due to higher maintenance time because
of unplanned maintenance and damaging
quality of product by production of off ‘grade
pigmeht. It may also be noted that
production of off-specification product during
the subsequent years has considerably
reduced due to this predictive and preventive
maintenance of critical equipments.

The off grade/NCP production for the three
financial years and the percentage is
tabulated below:

Off-grade  Annual % of total
Year production production Annual

fin MT)  (in MT) production
2004-2005 100557 30662 328
2005-2006  1083.00 33191 326
2006-2007 198740 34373 578

Action taken to control generation of

off grade:

(1) Installed a Recovery Cyclone in Finishing
Unit during 2007-2008.

€l
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The Committee understands that
major reason attributed for

‘off grade production was
deviation from colour
specification fixed for the
production and that colour

changes during the process wcre

caused mainly on account of (2) Replaccment of indigenous

lcakage of watcr in certain critical
equipments.

{2) Action initiated to install a polishing fiiter
for further control.
Targeted reduction )
in generation of | 0.5% reduction from
off grade for the j the previous year.
year 2007-2008

It may be noted that the Off grade product
generated during the subsequent year has
substantially reduced as detailed below:

Off grade  Annual % of total
Year production production  Annual
(in MT)) (in MT)) production

2007-2008 805 35512 227

Following actions were taken to improve the
quality of pigments:

(1) Quality improvements in the reducing
strength at least by 2% in comparison
with earlier RC813 pigment with lesser
functions of alumina and silica.

silica sand
with Zirconium beads to improve the Oil
Absorption(OA), a major quality paramcter.

14!
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The Committee feamns that there
is excess consumption of raw
materials and chemicals, cspecially
of make-up acid. The Committee
also noticed that pond water was
not being utilized for process
operations in Ilminitc Beneficiation
Plant (IBP) and Acid Regeneration
Plant (ARP) as envisaged in the
chloride recovery project. This
resulted in heavy loss of
chlorides and led to excess
consumption of make-up acid.
The Committee is not satisfied
with the reason stated by the
company and therefore
reccommcends that the exact

(3) We could ensure accurate feeding of
potassium chloride by introduction of
volumetric feeders to  improve the
quality parameter(CBU) in oxidation
section.

(4) The organic % in finished pigment (except
for the grade of RC813) could be
maintained within the level by the
introduction of DCS controlled automatic
control valves in the organic feeding lines.

(1) Acid Consumption: The leaching
operations wcre done using acid having
20.5% concentration. The average strength
of ARP recovered acid will be in the range
of 17.5%. Therefore it should be mixed with
the make-up acid to increase the
concentration to 20.5 in order to get proper
leaching. The ratio specification of make-up
acid with respect to BI produced was fixed
as 0.65. The deviations observed and
reasons for the deviation are tabulated
below:

Yeqr  Average Reasons for
ratio deviation
¢)) 2 G)
2004-2005 0.794 Low concentration of_

recovered acid

S1
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reasons for excess consumption
should be identifted and steps be
taken to avoid this. The
Committee desires t0 be informed
of the steps taken and also of the
consumption of make-up acid
and liquid chlorine from 2004-2005
to 2006-2007.

&)
8] @ 3
Low quantity of
1J-200 acid
Reduction variation in
roaster

Draining and cleaning
20052006 0704  of tanks

Low concentration of

recovered acid

Leaching problem in
2006-2007  0.685 digester

Low concentration of

recovered acid

Necessary steps were taken to reduce the
deviation and the narrowing of deviation was
observed in the 2005-06 and 2006-07.

(2) Liquid Chlorine Consumption: The
standard consumption ratio for liquid chiorine
is 0.102. The liquid chlorine consumption for
the past three years is tabulated below:

Year  Average ratio Reasons for deviation

Wet Bl used as feed in
chlorinator

i
=}
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The Committee finds that the
Company had not fixed any
standard for consumption of
utility items like air, water and
stcam required for thc operation
of the TDP plants and further
added that flow meters were also
not installed to assess the exact
quantity of air consumed by each
production  center. The
Committee also informed that
major loss occurs to stcam, which
still demands improvement. The
Committce therefore recommends
that the flow mecters for stcam and
water should be installed.
Regarding the consumption of
utilities, the Committee
recommends that norms should be
fixed for their consumption in

order to avoid loss due to excess

consurnption.

2005-2006 (.111 High iron content in Bl
Increased Tickle sale

2006-2007 0108 High iron content in BI
Increased Tickle sale

Company has noted the recommendation of
the Committee and has took immediate steps
for re-fixing the standards for the various
utilities consumed for the production of TiO,.
Accordingly the new standards are fixed
which are given below;

Si Re-fixed
No. ftems Standards

1 Power (kWh/MT of Pigment) 2050
2 Air (NM3/MT of pigment} 2100
3 Steam (MT/MT of pigment) 68
4 Fumace Oil (KL/MT of pigment) 0.8

The actual valuc during 2007-2008 were as

follows:

Si. I Actual for
No. ems 2007-2008
RUN @ .

1 Power (kWh/MT of Pigment) 1954

L1
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The Committee is shocked to find
that selection of stainless steel
plates required for the conveyor
in the tunnel dricr was wrong
and the company couldn’t find
out the mistake in design and the
mistake was found only when
they started fitting the plates.

Ry 2) 3
2 Air (NM3/MT of pigment) 1945
3 Steam (MT/M1 of pigment) 6.37
4 Fumace Oil (KL/MT of pigment) 0.74

The consumption of various utilitics are
within the standards. The company is
targeting on continuous improvement in the
consumption of various utility items.
Consumption norm for water is fixed as
65 M3 per tonc of TiO, without recovery.
However, KMMI. have a project for
supernatant watér recovery. Once
implemented, the standard will be re-fixed at
lower level. Flow meters for air, water and
steam have been installed in individual
plants. ’

KMML required the S.S. plates and placed
orders for comect specification. However the
party supplied small size S.S. plates which
doesn’t suit to the company equipment.
‘The matter was taken up with M/s Proctor &
Schwarz, the OEM and they replaced the
items free of cost. This doesp’t result in
any production loss as KMML was

-

" ~

81
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The Committee is not at all
convinced by the arguments of
the witness that the supplier was
not- to mect the loss on account
of the faulty design because it
was technically and legally
impossible. The Committee
expresses displeasure over the
lethargic attitude of the Company

in the matter. The Committce

therefore recommends that duties
and responsibilities of all
supervisory staff should be fixed
and strict action taken to recover
loss to the Company in case of
dereliction of duty.

The Committee ¢xpresses anger
over the fact that the management
took over 4 years to decide to
purchase a Centrifugal Air
Compressor costing ¥ 1.63 crore
which would help the company
to save T 1.34 crore per annum
by way of power consumption,
maintenance cost and holding of
inventory of sparcs cven though
the company itself had huge

procuring the conveyor for improving the
efficiency only. Company is in the process
of ascertaining the facts and circumstances
which lead to the loss as pointed out by
Audit and appropriate action will be taken to
fix the responsibility on the concerned
supervisory staff and has requested to allow
more time for the purpose. The duties and
responsibilities of the supervisory staff in
each user department have been fixed and in
future as suggested by the Commiitee strict
action will be taken against the person
responsible for such wrong selection of
sparcs.

Noted for future guidance. The compressor
is working properly and the savings in
power cost is T 119 lakh p.a.

61
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surplus funds. At a time when
technology is advancing at great
speed, such delay is imprudent
and disastrous to thc company.
The committee recommends that
such instances should be avoided
in future and proper evaluation of
the necessity and utility of new
machinery should be undertaken.
The Committee wishes to be
informed of the functioning of the
new compressor and of the
savings obtained during the last
3 yecars. The Committee is
displeased over the Company’s
unpardonable lethargic attitude
and delay in installing new
compressor and rccommends that
in future such delay in decision
making, approval and installation
should be avoided.

The Committee finds that there
was inordinatc delay in the
installation of product packaging
system and that the system was

Noted for future guidance.

0T
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installed after shutdown of the
plant for 355 hours which
resulted in avoidable production
loss of 1338 MT wvalued at
¥ 7.32 crore. The Committee
feels that the incident depicts the
lack of planning in procurement
and installation of the packaging
system. The Company should
have planned to procure and
instail the packaging system as
well as the Recycles Gas Blower
during the annual shutdown to
avoid production loss.

The Committee is astonished to
find that the company floated a
purchasc enquiry to import the
expansion bellows only when the
reorder level was reached and no
further steps were taken for
procurement. This caused a
stock out situation for bellows
resulting in loss of production of
82 MT of raw pigment valued at
T 46.57 lakh. The Committce
cxpresses displeasure over the
Company’s action of blaming
system failure of the computer, for
not signaling the lack of rcsponsc

In this case though the enquiry was floated
to the original supplier in time, the non
response of the supplier had gone unnoticed
leading to stock out situation. To avoid the
occurrence of similar situation, a Committce
was formed to suggest corrective steps to be
taken. The Committee’s recommendations
have been implemcnted and various
mechanisms are in place to detect such
lapscs in time.

The Managing Director, KMML informed
that the responsibility could not be fixed as
directed by the CoPU due to the intricate

|44
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of the supplier instead of the
personnel in charge.  The
Committce also cxpresscs strong
displcasurc over the
management’s  stand  that
responsibility for the lapse could
not be fixed as this was not
intentional. The Committce
recommends that responsibility for
this lapse should be fixed and
action taken intimated to the
Committee.

The Committee learns that the
Company is the sole producer of
Rutile grade Titanium Dioxide
Pigment (TDP) in India and has
been selling six grades of

_ pigment in the domestic as well

as foreign market under the brand
name “KEMOX”, but quality wise
its products rank only third in the
Indian market due to low quality,
weight variations, non-
development of new grades etc.
The Commitiee therefore
recommends that steps should be

nature of the 1ssues imvolved and the
company entrusted an external agency
M/s. RGN Price & Co., Chartered Accountants
to look into the aspects involved. A copy of
the report is enclosed. On the basis of the
explanation from the Managing Director and
the report from the cxternal agency further
action in the matier may be dropped.

The volume of domestic sales from 2003-04
to 2006-07 is as follows:

2003-04 —20180 MT
2004-05 —20283 MT
2005-06 —19902 MT
2006-07 —19371 MT

Bener1Ts FroM R&D DEPARTMENT TO THE

CoMPANY

New Product Development

(1) A new grade (RC 804) has been
developed which is applicable in the
production of engineering plastics.

[44
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taken to improve cfficiency, to
develop new grades of pigment
and to increase domestic sales in
order to get higher profit margins,
The Committee wishes to be
informed of the steps taken and
of volumes of domestic sales
during the years 2003-2004 to
2006-2007. The Committee may
also be informed of the benefits
from rescarch and development in
the R&D wing of the company.

The Committee understands that
the Company had not availed of
any bencfits under DEPB (Duty
Entitlement Passbook) Scheme
during 2001-2004 as SION
(standard input-output norm) for
Rutile grade Titanium Dioxide
Pigment had not been got fixed
by the Director General of

(2) Laboratory preparation of nano sized TiO,
pigment is underway.

Cost Reduction Measures

Charcoal was mixed with petroleum coke
as reluctant in roaster . Plant trials were
conducted to use vacuum salt (free flowing
sodium chloride) as scouring media in the
U.300 oxidizer instead of silica sand. Initial
trials indicate that sodium salt can be
effectively employed as the scouring medium
for the production of RC800PG grade
pigment.

Attending Customer Complaints: All the
customer complaints received were attended
by the company and the complaint samples
were checked. If the party requires any
technical help, it has been extended.

The Company was vigorously trying to get
Export incentives such as DEPB or Duty
Drawback on its export, since it started its
export business in 2001-2002. Its drawback
claim was rejected due to negligible value of
import component. Then the company tried
to get DEPB incentive and its SION rate was
fixed in 2005 only. Subsequently 1t could
get DEPB bencfit @1% FOB initially which

X4
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Industries

Foreign Trade. The company’s
failure to avail of the bencfits of
the scheme during the period
2001-2004 resulted in a loss of
entitlement to the extent of
T 11.98 crore. The Committee
recommends that responsibility be
fixed for the lapse and action
taken to prevent recurrence in
future. The Committee may be
informed of the benefits obtained
under the scheme since
2003-2004.

The Committee  cxprcsses
displeasure over thec company’s
delay in implementing the major
cost saving schemes,
recommended by the Central
Power Rescarch Institute(CPRI)
after energy audit which would
result in overall cost saving of
¥1.07 crore per annum in the
Electrical Section and ¥10.30 crore
in the mechanical portion against
a total capital investment of

was enhanced io 4%. The DEPB availed
since 2003-04 is T 2,20,45,950.

A detailed Energy Audit was conducted in
February 2008 by M/s Central Power
Rescarch Institute in succession to the
carlicr recommendation. Based on the report,
following cosl saving e¢nergy conservation
measures has been implemented.

(1) Insulation of DM water tank, which
resulted in a saving of 173 KL of
Furnace oil/annum,

{2) Lighting level management, which has a
projected saving of 0.70 lakh per
annum.

1 {4
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T 3.34 crore. The Committee
therefore recommends that the
company shouid implement the
schemes without any further
delay.

The Committee finds total
irresponsibility and malafide
intentions on the company’s part
in not making the change over
from furnace oil to coal even
though the Central Power
Research Institute had
recommended it as it would help
the company to save T 8.75 crore
per annum. The Directors Report
on the account of 2001-2002 had
also envisaged a saving of
T 9 crore by substituting furnace
oil with coal. The Committee
finds that the estimated capital
cost for the switching over to
coal was only T 2 crore and
operating cost ¥ 20 lakh per
annum with a pay back period of
three months. By this laxity the
company has caused loss of
more than 40 crore on this

A project of coal fired boiler is included in
the cost reduction project being taken up.
Other costs saving measures with respect to
AC VFD installation in Fans Blowers are
planned for execution in the coming months.

The recommendation of conversion of
Furnace Oil based boiler to coal-based boiler
has since been approved by the Government
for implementation. The amount spent for
the purchase of Furnace oil is given below:

Year Quantity Value (Rs.)
200607 2859738 43,22 26,707
2005-06 28203.59 39,40.82,729
2004-05 3024633 36,39.45,167

(a) The matter was placed in the 207th
meeting of the Board of Directors of the
company held on 21st December, 2011. The
Board noted that there was only one bidder
left over after withdrawal of M/s Thermodyne
Technologies Private Limited who declined to
extend the validity period of the tender. As
there was only one party it was decided to
re-tender. Board also observed that while
re-tendering oil and gas base system should
be considered instead of coal based system,

Y4
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count alone. The company had
not placed the matter before the
Board even in December 2006
and Government sanction had
not been sought. The Committee
feels that there was no need to
engage the Engineering
consultant MECON to study what
has already been studied by the
CPRI, and that the delay is
unjustified as well as purposeful.
The Committee recommends that
responsibility be fixed and action
taken for the lapse. The
Committee desires to be informed
stage of
switch-over, of the firms from

present

which furnace oil is purchased
and of the amounts spent on the
purchase of fumace oil during the
years 2004-2005, 2005-2006 and
2006-2007,

in view of the protests and objections
against coal based plant in Kerala and also
to minimize environmental impact.

Accordingly the company is exploring the
possibility of using gas base system as an
alternative to coal base system as suggested
by the board.

(b) Company is in the process of
ascertaining the facts and circumstances,
which led to the incurrence of loss as
pointed out by the Audit and appropriate
action is being taken to fix the responsibility.

The Managing Director, KMML informed
that the responsibility could not be fixed as
directed by the CoPU due to the intricate
nature of the issues involved and the
company entrusted an external agency M/s
RGN Price & Co., Chartered Accountants to
look into the aspects involved. A copy of
the report is enclosed, On the basis of the
explanation from the Managing Director and
the report from the external agency further
action in the matter may be dropped.

9
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- Thiruvananthapuram,

- 11th December, 2014,

Industries

The Committee finds that the
inventory control and internal
audit systems in the company
need to be strengthened and
recommends that action be taken
for the same. The Committee
also suggests that steps should
be taken to make the finance
wing of the company more
efficient.

Company has now implemented a system of
monitoring fresh purchases and consumption
of stores and spares and thercby reduced
the inventory of stores and spares
considerably. Stock as on 20-6-2008 was
¥ 50.484 crore and now as on 7-10-2008 it is
46.48 crore. During the year company
appointed a Chartered Accountant firm for
conducting internal audit on a quarterly
basis. Company also strengthened the
finance wing by appointing a new General
Manager (Finance) and Manager (Accounts)
during the current year.

K. N. A, KHADER,
Chairman,
Committee on Public Undertakings.

LT
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. o ) ' Avnexie T

GDVERNHENT OF KERALA

Abstract
Industnes Degartment --Public Sectar Undert.angs Kerala Minerals and Metals Limited (KMML Y-
~ Koflam - Implementation of the New Production Incentive Scheme to the Workmen, Executives and
Casual Workers of the Pigment Unit of the KMML w. e.f 1.1.2008 - Sanction Accorded - Orders issied.

G.0. gRq No. 590/2010/1D Dated, Thfruvanenmapuram, 7.5.2010
Read:- (1) G.O. (Rt) No.756/95/ID dated 30.8,1995 ' '
(2) G.O. (Rt) No.175/96/ID dated 19.2.1996 -
(3) G.0. (Rt} No.1193/96/1D dasted 31.12. 1996
(4) Letter No. TP/PD/WA-29/2008 dt 6.10.2008 from the Chairman and
) Managlng Diractor, Kerala Minerals énd Metals Limited, Chavars, Koliam
' ,M
As per G.O. read as 1® paper above and amended by the GO resd as 2% and 3" papers
above Government had approved a Production Incentive schemie for the employees in m category
of Workmen, Executives and Casual Workers of the Pigment Unit of the Kerala Minerais and Metats
Limited (KMML), Chavara, Kollam. The MO, KMML as per jetter resd os 4* paper above has reported
that the scheme was formulated and implémented taking into account the then axisting instalied -
capacity of 22000-MT of pigment production. From 1% October 2005, the capacity of the plant has
been enhanced to 40000 MT per year and aowrdim!y the company formulated a new Production
Incentive Schame, The management had discussions with the trade unions of the prgment unit of the
company regarding the revision of incentive schems, and an sgreement ‘was arrived at.on
18.8:2008. As per the new scheme, the maximum amount of incehtive payable has bean limited to
Rs3900 P.M, and the incentive amount payable from January, 2008 tv December, 2008 Is Rs. 266
_ lakh. Further 3 tohfincenﬂveamountofﬂs 299 lakh hvenlmdybaenpaldbrmesaldpenodby
fHiniting the maximum admissible amount to Rs. 2; 990/- per month a5 per the sarlier scheme. The
&xcess amount pald will be recovered/adjusted on muwucﬁon of the new incentive scheme As suzh
on impiementing the new scheme w.e.f 1.1.2008 myeismaddmonalﬂnandaf commitment. The
Boarﬂofoired'orsofu:ecmnpanyin their 189" nneﬂnghddon!ﬂQZﬂOsappavvcd the scheme
subfect to Government approval, Accordingly the CMD, KMML has requested Government to approve
the new Production Incentfve s«:heme signed by the manasgement snd trade unicns® for ’
implamentation.
Having examined m matter in deCaiI warment are pleased o accord sanction fer the
- Implernentation of the New Production Incentive Schemne (As Appended) to the Workimen, Executives
and Casual Workers in the Pigment Unit of the Kerala Minerals arid Metals Limited, Chavara, Koflam
w.e.f 1.1.2008, signed by the Management dnd Trade Unions of the company on 18.8.2008.
By order of the Governar,

T BALAKRISHNAN,
Ada_ﬂ_ﬁonaf Chief Secretary

To
Managing Diredor Kerais Mmerals and ‘Metais umnzd Chavara, Kollam
“The Accountant General (ARE/AudR), Kerals, Thiruvananthapuram.
The General Administration (SC) Department (Vide itern no 4553 ot. 28.4. 201 0)
The Finance Department
The Planning and, Affalrs {(BPE) Depamnent
Stock filefOfficg’copy

s



29

1

ﬁ:w EXURE W
R.G.N.PRICE & CO.
CHARTERED ACCOUNTANTS
Phont : 1752503 "L FItNu. €2, Floor -
Poyilakada Flats, :
E-Mait ¢ priceqln@vsnLaet * Behing Distriet Eye Hospital
Hesd Office @  Chenmal Vad«kumbhagem
Offices xt i . Mumbal, Bangatore, New Dethi, [ * Qoisn- 691 000,
. Cochin & Calicut ’
Rel. : KMML/COPUN . -~ 3™ December 2011
To .
Managing Director
The Kerala Minerals and Metals Lid
Chiavara,
Kollam
Dear Sir,

- Subject KMMLOOPU(ComwtheofPubthndzmkmgs) (2006-08)55"*:eport
Ref Letlerdt?"']une 2011 froum-leCompany -

The homurable Coinmittee of Public Undertakings in their 53rd report had made some

adverse observations regardinig certain activities undertaken by the company dunng the

period of their inspection. The company provided replies to these observations based onv

which some of the adverse comments were dropped. 'However the folluwmg thme :
" observations of the honourable comnuttee are persmtmg

1) Peira 49: procurement of ocmdenser in Brineé Chzﬂmg plant mﬂwut contachng
Kirloskar Pneumatic Gompany Limited, the original supplier.” S
2} Para 58; expansion bellow stock- out situation resulting in loss of production.
3} Para 62:Delay in' changeoverfmmfumnce oiItocoalfuel for boiler resnlungh\avoldabie
_ cost to the company. ’ :

In this back ground the co'miaany vide their letter dated 7th June 2011 requested us to

. peruse the relevant records and d‘cocumgn.ts and offer a res_pbnse to the issues athand .

Para 49; pmcurgment of condenser in Bnne Chilling plant without contachng Kirloskar
Pn tie Company Limited, the original uupplier

The main thrust of the observations was regarding loss caused due to not coniactmg the
Original Equipment Ma.nufacl‘urer (OEM) but placing order for the condensers on others
which Iead to stoppage in production and consequent production loss of Rs. 2.46 crores
" apart from loss of Rs. 24.77 lakhs spent on purchase of condensers from other vendors
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which k.. wtimately been replaced due to sub-normal perforinance. We have carried out
a.detailed discussion with the senior executives of the company on this particular ssue,
Based on the details /documents made available to us and information provided by
them, we have ascertained that Brine Chilling plant is a composite machinery consisting

of saveral parts of which condenser was one such part. The plant is used to deliver chilled

inethano] {brine ) for cooling of Titanium Tetra chloride vapours in chiorination and
oxidation plants: The plant was installed on tumkey basis by Kirloskar Preumatic
Company Limited, Pune. The plant had three refrigeration compressors along with the
required mrmber of condensers, pumps, storage tanks and necessary piping, valves and

control units, The turnkey contractor was the manufacturer of comipressors and pumps
whereas the other camponents like -cc-ndensers, valves conirol units etc were bought out
items which were sourced from ather manufacturers. The re{'ugeratlon plants generally
had a higher requirement of maintenance and 50 one compressor along with. its
accessories was designed to act as a standby unit while the remaining two were meant for
continuous operaii_ons. The company had a schedule of preventive maintenance service
for the compressors after completion of the stipulated number of hours. During such
prevéntive mainteriance schedule, parts which were worn out were. replaced and some
were serviced ‘and kept ready for re-use. The company. &s a matter of policy, had

decided to broad base the list of vendors who were supplying some compcnents or parts '
by deertnhng an exercise in vendor developmﬂ‘lf it was explained that the condenser

for the manufacture of Brine Clnlhng Plant was procured by the OBEM - Kirloskar ~

Pneumatics Company Private Limited &dmmdepmdmtvmdom As:ruultofth:sand'

* with the hlnwhdgethatﬂ\ecmdmwumapmmmuﬁcmredbytheom ‘the
companydec;dedtoapproach the mamfacturer of the condenser directly: It mnyalsobe
noted as per the information provided by the compiny, the company already had stock

" . of one spare condenser supphed by Kirloskar Pneumatics Private Limited' the OEM -
which. was kept as a stand by in case of heed. However, when the .new candenser_'
supphed by an alternate vendor was instilled it was presumed that the Brine Chilling .

" plant would run optimally. But, due to some snag the plant could ot be. operated
effectively. The OEM was intimated about this and they deputed their engineer to the
" plant who was at the station for about 10 days from 26th July 2003 to 5th August 2003,
Everi then the exact cause of the snag could not be detected. On further request , Kirloskar
Prewmatics Company Private Limited , deputed their senior technical expert whe was in
the comphny from 20th to 22nd October 2003, This senior répresentative, on detailed
inspection of the plant detected that the s snag was caused because the condenser did not

have adequate cooling capacity. The problem was solved by teplacmg the condenser with

the spare condeniser supplied by the OEM which was available in the company. The
production loss had occurred conseqnent to this defect to the plant which in turn was
caused by inadequate cooling by the:condenger fixed in the compressor.
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On an overall appreciation of facts it appears that the exercise undertaken by. the
-company with an intention to broad base the vendor list was a genuine one. t is
reasonably apparent that the company did not intend to exclude the OEM altogether .
The fact that the OEM had finally o be called in to set right the defect is a pointer to this .
" The gefect in drawing and consequent scrapping of the condenser due to- suboptimal -
performance was only an incidental corollary to the activity of the company inmaking an
attempt at vendor development. The loss in preduction could have been reduced had the
technical defect been identified in time in which case the replacement of defective .
condenser could have been easily done since the company was already having a service
condenser supplied by OEM themselves . This could not be done only due to the highly
techrical nature of the plant as it was a composite machinery and even ‘the techriical
representatives deputed by the OEM &uemselvea could not ldmufy the- problem at the
initial stage. k\oﬂwwords&\eqmmmofpmduchmlouwasmtonbrduem
deféctive condenser per-se, but also due the technical ‘perscrinel bemgnot able tp detect
"~ thenature of the sag due to the compoaite nature ofthe plant- Hence in outopuucm.. the.
mhmhonofﬂlecompmymmturmgoutmd mahngmearmt-nttempttobrmdhue»
the vendor bstmgeﬁume&uough ultimately ﬂ'leatmmptdldnotmeedducw_
techmclldefectswl'uchmuldnoibedetec&ed mmnﬂywmby&\empresmtaﬂvuolthe -

-

' Pan 58: Undue d.elay in’ procuring expanshm bellow ruu.lting in dlu'uyhon h\
production and consequent loss. '
hhvosmmofondwahcnumtsofﬂucompanyhvoductexpmmbeﬂowswmm :
operation. Tthurdmseix\qun-ywasﬂoatedtonnUSbasedmpphermmdhdgs :
Industries for the procurement of two exparision bellows. - B
As per the details made nvtﬂnble.xtwnsobserved&uta{tlummepmdlm'
m@umuonwasmluahed lestDecembermbythemrestheswcklevelofbellws.
was two numbers. According to inventory control parameters fixed the mhumum stock
levelof:temmcne,mmmumlevelwufmumdthemmder!zvelwmmo.

- Asperthecopyofpurchaserequummdemﬂabhbm&lemmphonof.,
bellow during the l:hree years pnortuzmm wasnsfolluws ' . .

(19953000 | 2000-2001 | 2001-2002
3 Nos 2No.s 1Nvs

Thus a5 is apparent from above figures that’, the consumption of bellows was_
declining over the earlier three year period and during 2001-02 only one beflow was
consimed. From the records available it 5 seen that, the requisition by stores -was
initiated on 21 December 2002 and the pmchase enquiry was forwarded io oversens
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,“ppbaonsﬂ']anunry 2003. At the time of requisition as well as placement of inquiry the

: gmckwasatmmmkvelmdﬂupmdmforpumhmmsmmdwhenﬂmsm L
‘was at the reorder level. Going by the past trend of consuimption of bellows during the

Fy 2001-02 only one bellow wai consumed duting the whale year. The two numbers in

_ stock-should have normally sufficed for two years. Huwever,durhgsephembummej .
mmp-nyﬁcedaswckoutsimumafbenowsmuhmgmmdpmdudwn.ltappeaxs '
that , the stock out was caused becanse of unforeseen circumstances arising out of .

L 'beuowsbe:onungdefechvgwhen&lmﬁleexpectedhme
© - However as per éxplanationi provided, the Purchase Assistant anrl ‘the Assistant
Pu:dmuOfﬁouwhowmmannMgu\epumhasedepmentandhmdlhgthe

' cmmedﬁlewmshfwdmdmwmumbmuwereposfedmﬂm:phceduﬂngﬁ\e s

* zelevant time. Asadirectcmsequmofﬁmcﬁange&uehckofrespmhomthe

7 'ovemmuuppherwemmmohced,mmequmtbwhlchmfoﬂow upachononsud'llack

of responne was Initiated.

. Comidedngtheheueﬁomnhrge:oomerddpempecuve,ﬁ\ehpsemmtfonowmup .
. ‘melmkofmspmeﬁmmemsuppuerappmmbeausedduemnhum )
error which arose mainly out of the fact that; § néw incurhbent was handiing the relevant -
mequmltwwhd»ﬂmwdlgiuhddcmﬁmﬁtymﬂwmimﬁndbyth‘ .

'predeomormdﬁr.e The company however initiated enmgmmeasmbytmmecbng .
with spool of inconnel . Thusmumopmiomuﬂ\eshepaforsmudng the jtem had been
" injtisted at the right time as per reorder levels fixed, nmynotbeposmbleto conclude
: M&urewunwﬂﬁdhpsemﬁuputcﬁhecammdpemmulhphmﬁuﬁtuﬁhe

urdermﬂn\e

Vo

* Para 62: Non uugeof coal in the boilér plant.
As per the observations of the honourable comnilitee he fuel for boiler should have been

chmggdfromfumaceoxlwcoalwﬁchwouldhaveresultedinlcostsavmgofﬁaﬁ'7-
) mpummmcapﬁdmateshmmdfmmmhmgmhcoalwasadyksz_

crores and aperating cost was estimated at Re 20lakhs amonth.  © .

R Asperﬂzedmmhddud&ﬂwexmwesdwmpmymddehﬂsmmmam
'hasbeen-scemmedﬂutdu:mgzom&neoompmyhadproposedmembarkonnmjor 3

expansmndnveaspuwhchmewpmtyofmphntwnpmpoudwhemundto
_lwmmpermumﬁomw,wﬁmperm The task of preparation of project

) repartforu\isupammprojectwasmtrmdtuhﬂiCON Asnparll:lusmgxm&w ‘

cmanmwaealsoukedmgweﬂ\euspeah:mcommdahmsmﬂ\eﬁglfor
pmducﬂmofstenmasweﬂureqlmementofpowerford\eudmmedfaauhswbe
installed, Due to subsequent events, the proposed expansion project was abandoned by
the Government of Kerala as a result of which, the project report submitted by MECON
had became infructuous. Mdelnymrephmig&leezqsungboﬂummmalﬁmdhmlm
yvasacplux}edwbedugtofoﬂowmgmm
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As mentioned in the paragraph above, the study on the requirement of steam and other
utilities in the light of the proposed expansion in capacity of TIO2 plant from 40,000 MT
to 100,000 MT was entiusted to MECON. Even though a detailed p-=i~ct report by the
consultant was submitted, the expansion project itself was later abarciined in entirety by '
the Government of Kerala, :
Subsequently, it was decided to convert the existing boiler to a cor! tired one. But then, it
was known that the existing boiler could not be converted ko ‘uidized bed boiler by
using coal directly. Cdnv 2rsion of the boiler in use to  {luid be. boiler wds expected to
take about a year dun.ng which time the production in the plz - wold have been badly
disrupted. Considering this , the board authorised Sri P. Radhaxrishnan, dicector anc. Sri
.N.FSukiunaran, observer to jointly study and explore the yossibility of going for co-
generation considering the expected power requirements of the company. li was around
this time that the LNG terminal at Cochin was sanctioned a:.! so the possibility of using
LING as fuel for the bajler was then considered. The matter could not be finalised as the
Feasibility of transporting LNG from Kayamkulam to Chavara was uncertain. The matter
* was placéd before thie Board on 16.09.2009 .
Inthe meanwhile , Mr K Rajagopal, director of the company submitted a detailed report
régarding thefuelmnvetsmnsysbemprojeot'mel%ﬁ meetmgcftheboa:d based on the
. report submitted by Mr Rajagapal, “authorised the Managing Director of the company to
take steps to set up a new boiler plant without co-generation . Later 197% Meeting of the
board , held on 175 March 2010, decided to go for a fresh open tender for S3TPH coal
fired boiler including civil work and coal and ash handling on a tun key basis. ‘
Based on this an open tender was floated on 164 April 2010. M/s Thermodyne
Technologies Private Limited , was the ‘only technically and commercially acceptable
vendor . On the opemng of the tender documents , it was observed that the price quoted
by the only eligible vendor was much higher than the estimated capital expenditure for
the project It was hence recopumended to. the board to. negotiate with the vendor before
fiualising the order. The 203« ' board held on 3 November 2010 decided to spl.lt the work
nto two packages as below and retender it ‘
a) AFBC boiler with coal and a.shhandlmgsystem on tum key basis and
b) ail civil and foundation including building and connected work.
As per the fresh tender floated, three parties submitied their offers. Out of this only two -
parties were qualified. The validity of the offer was only 180 days from the date on
which the tender was opened which was 10¢ February 2011. Qut of the two eligible
parties, one party M/s Thermodyne Technologies Private Limited , has not extended the
validity period of the offer. The second party- M/s Enmas had agreed to extend the
validity of the offer upto 10* November 2011. This proposal was put up before the 206th
meeting of the board held on 28t September 2011. The matter is yet to be considered by
the board. .
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' Thus it appears that the technology to be followed and the fuel 0 be used was.
reconsidered from time to time depending on the economic scenario and avazlabr.hl'y of
alternate fue! like LNG. The company had also considered the possibility of co-generation
of power taking into accoust the economies of scale though subsequently this proposal
was also dropped . These proposals and changes have taken substantial time: due to

' procedural compha.nces and the matter is yet to attain finality. .

Yours faithfully,*

For R.G.N.PRICE & CO.
Chartered Accountants

.Burendranath Rao

S o " Partner - -
ST MN0.022603
T FRN0.0027853
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