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INTRODUCTION .

I. Chairman, Committee an Public Undertakings (2006-2008) having been
authorised by the Commitiee to prescnt the Repert on their behalf, present this
10th Repoart on The Rehabilitation Plantatiord Litd. based on the Reports of the
Comptroller and Auditor General of India for the year enfled 31st March, 2002
{Commercial) relating 10 the Government of Kerala.

The Repertyf of the Comproller and Auditor General of India for the years
ended 31-3-2002, wag laid on the Table of the House on 16-6-2003. The
consideration of the audit paragrapbs incivded in théf Report and the
examination of the departmental witpess in connection thereto was made by the
Committiee on Public Undertakings constituted for the years 2006-2008.

This Report was considered and approved by the Committee at the meeting
beld on 9-19-2006. _

The Committee piace on recosd their appreciation of the assistance erdered
10 them by the Accountant General (Audif), Kerala, in the examination of the
Andit Paragraphyg included in thiz Report.

The Commitiee wish to express their thanks to the officials of the Labour
and Rchabililation Department of the Secretanat and the Rehabilitation
Plantation Gerpesasien Lid. for placipg before them the materials and
information they wanted in connection with the exsminadon of the subiject. They
also wish to thank in particular the Secretaries to Government, Labour and
Rehabilitation Department and Finance Department and officials of the
Rehabilitation PlfitationsCorpecation Lid. who appeared for evidence and assisted
the Commitlee by placing thely considered views before the Committre.

Marxoos Ra.[:}IAKR.I..EHNAN,

Thiruvananthapuram, Chairman,
17th October, 2006. Commuttee on Public Undertakings.




REFORT
THE REHABILITATION FLANTATION LIMITED
AUTAT PARAGRAFH

-

Unfruitful investmeni

The Company which was producing natural qubber, decided (March 1989}
to start ancillaty industries and M/fs. Rubber Bosrd, Kotlayam (Board) was
ideptified as the technical consultant for copceiving and implementing the
project for manufacture of hospital sheetings. Though the Company entered
(November 1991) mito an agreement with the Board depending entirely on it for
implementation of -the project, no protective clause was included in the
apgreement fixing responsibilicy on the consultant for successful commissieming
of the project by producing the inended product. The project cost of Ks. {150
ciore approved in December 1990 was revised 10 Bs. 079 crore -(January 1992)
and Rs.1.13 crore {(November 1993) due 10 delay in implementation of the
project.  The project, scheduled to start eommercial production by June 1991
was plbmately put to trial run in April 1996 only. The plant was
commissioned at a cosl of Rs. 0.95 crore with installed capacity of 450 MT per
anoum against 53 MT per annum envisaped in the project report. The
Company, based on performance and trial run, fixed achievable capacity at 515
MT per annpum. In the absence of sufficient technical expertise the Company
could not devise suilable calendering and spreading proccsses required for
manufacture of hospital sheetings of prescribed thickness and surface finish
which were essential qualities for marketing the product.

Therenpaon, the Company bad to utilise the plast for manafacthure of low
valug foot-wear quality sheetings not oripieally envisaged in the project Due
to reduction in sales realisation arising from production of low quatity indusrial
sheatings, fall in level of instafled capacity 10 315 MT per annum, incr#ase in
variable co1, etc., the actual break even point of the profect (2000-01) was at
33% per cent of the installed capacity (450 MT) rendering the project uaviable.

Thue, the implementation of the project without sufficieat technical
expertise resulted in non-attaloment of projected installed capacity and rendered
the investment of Rs. 0.95 crore thereon mfruitful. The aliernative use of the
plant for production of unecopomic jow quality mudostrial sheetings led 10 a loss
of Bs. 068 crore {cash loss Rs. 0.29 crore) for the period from Seprember 1997
to March 2001.

Gavernment stated (May 2002) that the company’s earlier demand
proicction for the conventional hospital sheetings did aot bold good now and
possibility of making the unit viable with the technical assistance of Rubber
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Board was being explored. Efforts were also stated 10 be under way to make
the unit viable by reducing variable cost and the company did not treat the
project as a failure. The reply is not tenable since smiginally the break even
capacity worked cut by the Company was 404 MT per annum against the
attainable installed capacity of 315 MT per annum indicating that the project
could not be made viable since plant eapacity is a limiting factor.

[Para 4.1 4.1 —Contained in the Report of the Comperoller and Awditor
General of India fes the year ended 31-3-2002 (Commercial]]

MNotes on Audit paragraph furnished by Govetninent is given in
Appendix I

1. The Committee pointed out that the implementation of ancillary
industries without sufficient technical expertise resulted in non-attainment of
prajected insialled capacity and rendered the investment of Rs. 0.95 crores
unfruitful. The Commities remarked that-alternative use of ihe plant for
produstion of uneconomic low guality industrial sheetings also led to a loks of
Rs. 0.68 crore and wanted an explanation in this regard. The witness stated
that there was much delay in the commissioning of the project and due to this

the actual expendinme mwwfguht prjected cost of Rs, 50
lakh. He added that the knnuwm instead of 500 MT against 315 MT as

observed by audit. Eventhough the company had planned to mapufacture
hospitel skectings, the decision was later changed to fabricated sheetings
because of siff competiben and unaffordable excise duty of 16%, Hence thers
was no ather way, bt 1o adjost the production as per dermand and the latest
fipure was 176 MT.

2. To a specific question of the Commitiee, the witness stated that the
Cempany did oot possess any prafessional experience in this ficld. For
everything the Company was solely depending on Rubber Board which was
basically a research orpanization. The witoess- admitted that it was a lapse
on their part. The Committee observed that szince the Rubber Board was
made tke technical advisor which cwned hardly any experience in this field,
the Company suffered a loss of Rs. 68 [akh. The Committee wanted to know
whether the company had held any discussion with Rubber Board regarding the
thickness of sheet. The withess replied that regular discussions were  being
held oow. : )

3. To another guestion, the witness informed that there was no
protective clause in the agreement. The Commitiee pointed cut that there
should have been specific clause, in the agreement for fixing responsibility on
the consultant for successful commissioning of the project. The Commities
stuppested that a detailed enguiry regarding the previous experience snd the
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technical know-how ought to have been condiictid before the Rubber Board was
made the Technical Consultant of the Project. The witveds farther informed that
the Rubber Board had submitted a report in 1991 regarding market study.

4. To a pertinent question, the witpess disclosed that they conld not rust
privatc ofganizations for technical and academic support when Rubber Board
was there. Hence the Rubber Beard was made the techrical consultanl which
wias cansidered 0 be most competent.  The witness stated that the company had
paid only Rs. 40,000 as consuliancy fees oot of Rs. 90,000. The Company had
go far produced 1086.7 MT of sheeis. In spite of all these efforts, the
Company was running on loss, the witness added. As the market was showing
an upward trend, targeted production might reach upto 250 MT during the
currced year. The wimncss stated that the company was rying to manufachre
certain product which might be useful for the Railways.

Concluslon/Reconmend ation

5. The Committee s moch displeased be note that The Rehabilitation
Plantation Limited has started an avilllary industry withoat making a
proper feasibility sindy cauvsing heavy logs to the company, The project
which was schednled to siart commercial production in 1991 was put to
trial run only in 1996, By that time, the project cost had become almast
double. Eventhough, the unit was intended to produce hospital sheetings,
instead 8 decision way later taken to produce fabricated sheetings due to
the absence of sufficient technical expertise and stiff competition. The
Committee is perturbed to learn thal the company has not obtRined a
sonmd market study report from any expert apency hefore starting such a
preject. Moreover the company has oot ensored sufficient technical
expertice hefore embarking on such a unit and depended eodrely upon the
Rubber Board which is basically a resemrch organisation. The Commmittee
opines thntthe'msu-lapprnach ndnpledb;th:mmpnnyiustarﬂnganew
unoit without acquiring sufficient technical know-how made the unit
uovialle, leading to m huge loss of Rs. 0.95 crore besides cauvsing
operational o= of Rs. 0.68 crore. The Committee, thercfors, recommends
that in [winre the company should desist from taking such mistakes
Incnrring heary financial borden. The Commitier further recommends
that every effort shonld be made to make the unit a viable one by
modernizotion and diversification of production.

Maneont RATHARRSHNAN,

Thiruvananthaporam, Chairman, ;
i7th Qctober, 2006, Commitier prn Public Undertakings,
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Arpenprx 1
Sommary of Mam Cwﬂﬁnﬂmmendﬂim:
Para Depariment , ;
RecommendationCang
No. Concerned _ fusion
{5 2 3)
5 Labour and The Comnittee 15 much displeased to

Rehabilitation Department

note that The Rehabilitation Plantation
Limited has started an auxiliary
indestry without makimg a proper
feasibility shady cauging heavy toss to
the company. The Project whick was
scheduled to start commercial
production in 1991 waz put-to trial
run only in 1996. By that time, the
Project cost had become almost
double. Even though, the unit was
intended rto produce hospital
sheetimgs, instead a decision was later
taken to produce falricated sheetings
due to the absence of sufficient
technical expertise and stiff -
competitiva. The Commitiee is
perturbed to learn that the company
has not obtained a sound market
study report from any expert agency
before starting such a project.
Moreover the company hkas aot
enzurad sofficient technical expertise
before embarkng on such a undt and
depended entirely upon the Rubber
Board which is basically a research
organisation. The Committer opines
that the casual approach adopted by
the company in slarting a new unit
without acqurong sufficient technical
kaow-how made the unit anviable,

_leading to a huge toss of Rs. 0.95




(1}

(2)

(3}

crore besides causmg operations! loss
of Rs. Q.68 crore. The Commices,
therefore, recommends that in fure
the company should desist from
taking such mistakes incurring heavy
finaacial burden. The Committee
further recommends that every effort
should ke made 10 make the unit a
viable one by modernization and
divessification of production.




Aprernax TT

Zovt. Report on Awdit Paragraphs conteined in the Report of
Compiroller ani Awditor General of Indis

Recommendation

Actior taken

(1)

(2)

4.1.4 The Rekabilitation Plantations
timitod

Paragraph Ne. 4.1.4.1 Unfreitful
investmenyt

Lack of sufficient technical expertise
rendered the investment of Bs. 0.95
crore in the prejest for hospital
sheetings infructoous besides
imcuwrring a loss of Rs. 0.68 crore in
the productica of uneconomic
indusirial sheetings.

The company which was producing
natursi rubber. decided (March 1989)
to start ancillary industries and Mfs.
Rubber Board, Kottayam (Board) was
identified as the technical consultant
for conceiving and implementing the
preject for manufacture of hospital
sheotings. Though the Company
eatered (Nevember 19913 into an
agreement with the Board depending
entirely on it for implementation of
the project, no pretective clause was
included in the agreement fixing
responsibitity on the consultant for
successful commisgioning of the
project by producing the intended
product. The project cost of Rs. 0.50
crore, approved in December 1990,
‘was received to Rs. 0.79 crore
(January 1992} and Rs. 1.13 crore
{November 1993) due to delay in

The Rehabilitation Plantations Lid.,
Punalur was s#1 up in 1972 with the
objective of HRehabilitation of
repatriates from Sri Lanka. The
Company was incorporated under the
Company’s Act during May, 1976
with sbove social objective. The major
activities of the Company are to
provide employment to Srilankan
repatriates in  the Plantation
Management and the processing of -
natoral rubber. Company has carried
out its business and has been
successful in making profits since
1980 in commercial front and has
provided suatained employment to
repatriates. As a diversification
programme Company decided during
1989 to manufacture rubber produces
as the raw material rubber was
available from its plantations.
Company engaged the Rubber Board
for preparation of project repart and
providing technical support as
consultant. The project rcport
envisaged to produce “% lakhs metres
of bospital shectings which included 3
lakb metres of plain sheetings and 6
lakh metres of fabric-inserted
sheetings annually working in 3 shifis
per day for 304 days'. The project
cost was envisaped as RBs. 050 crore.
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(2)

implemconiation of the project The
project, schedoled to start comvmercial
production by Jure 1991 “was

ultimatcly put to trial run in April

1906 ooly. The plant was
commissioned at a cost of Bs. 0.95
crore with installed capacity of 450
MT per annum against 5000 MT per
apnum snvisaged in the project
report. The Company, based om
performance and trial run, fized
achievabic capacity ar 3i5 MT per
anmmn. In the absence of sufficient
technical expertise the Company
could not devise suilable calendaring

and spreading processes required for .

manufacare of hospital sheetings of
prescribed thickhess and surface
finish which werc essential qualjties
for marketing the product.

Thereupon, the Compaay had to
utilize the plant for manufacture of
low value foot-wear quality shectings
not originally envizaged in the
projecl. Due to reduction in sales
realization arising from prodoction of
low guality industrial sheetings, fall
in level of installed capacity to 315
MT per annmum, increase m variable
cost, etc., the actual break even point
of the project (2000-2001) was at
3.39% of the instalied capacity
{150 MT) rendering project unviable.

Thus, the implementation of the
project withput sufficient technical
expertise resplled in non-attaipment
of projected installed capacity and

Company enfered into an agreement
(during 1991) for implementation of
the project. It is true that company did
rot have any protective clause in the
agreement for fixing responsibility on
the conspltant for successful
commissioping of the project solely
die to the reasons that Rubber Board
are the most competznt in such
matters. Company has received the
academic and technical support for
preject implementation apd it is still
getting such support 1o make this
project viable and it other activities of
the company.

Due to the administrative and
technical delays the project eould not
be implemented in time and was
started only in April 1996, The project
was commissioned at a cost of Rs.
0.9 crore with installed capacity of
450 MT per annum against the 500
MT per annum envisaged in the
project  report. Due 1o the
administrative, technical and market
reasens company decided for
commissicning of lhe project for the
manufacturing of fabri¢ inserted
sheetings known as Foot-wear Qmality
Sheetings in commercial parlance.
Fabric inserted sheetings wae cne of
the product output in the project. The
main reasons for the same are :

1. Calendaring could not be
perfected to provide smooth

finizsh to the shestings.




(1)

2)

rendered the investment of Rs. 0.95
crore  thereon unfruitful. The
alternative nse of the plant for
production of meconomic low quality
industrial sheetings led to a loss of
Rs. 4628 crore (cash loss Rs. .29
crore} for the period from Septamber
1997 to March 2001

Government stated (May 2002) that-

the Company’s earlier demand
projection for the convootional
baspital sheetings did not hold good
- now and possibility of making the
unit viable with the technical
aseistance of Rubber Board was being
explored. Efforts were also stabed tn
be inder way 1o make the unit viable
by redocing variable cost aad the
compeny did not treal the project as
a failure. The reply is not tenable
since the originally the break even
capacity worked cut by the company
was 404 MT per annum against the
attainable installed capacity of 315
MT per ananm indicating that the
project could not he made viahle
since plant capacity is a limiting
factor. :

2. An excise duoly of 16 % was
found 1o be applicable for
manifacture of hospital sheets
which wax not envisaged
in the project repori.

3. The cost with the above excise
duty was hipher to enter in
the competitive market of
hospital sheets wherein a low
cost product of plastic origin
was flooded in the market.

4. Company feund that in
inseﬂi&n, shaets the main
competitors were M/s.
Trivandrum Rubber Works and
it can sale its products in south
India. The fabric sheeting
in south India were mainly
being supplied by manufacturers
fremm Calcutta,

Thus it may be scen that the company
commissioned its manufacturing of
sheeting project  after  careful
consideration of administrative,
technica! and market scenarios amd
has stated since then manufacturing
and sale of fabric inscrted sheetings. It
is true that company commissioned
project with installed capacity 450 MT
per annum against 500 MT per
annum eovisaged in the project repart.
It i also true thal on performance of
trial run Factory Manager stated that
a capacity of 315 MT will be easily
achievable. However, the matter was
referred to the conzgliant and on
closer scrutiny company could assess
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(2)

and has fixed its instailed capacity o
450 MT per annum alone. The critical
components for determining the
capacity are Mixing Mills. Company
has insialled 2 Mizing Mills with
confipuration 14 x 36" and 16 x 42"
with capacities to mix 20 and 50 Kz.
per batch respectively. Using these two

.mifls ip combination for mixing and

pre warming may definitely produce
rubber compounds leading to
production of 450 MT of sheetings per
annum. This haz aleo been the view of
Rubber Board. The technica! repart
received on the matter from Rubber
Board dated, 22-7-199% is enclosed for
perusal. From the experience of
working in one shift in last yoars, it is
felt that above copacity is achievable.

It is estimated from the above capacity
that a break even capacity for making
the project viable including the -capital
coset is 404 MT. Thus the installed
capacily (450 MT) iz above the
breakeven point. The attainable
capacity {315 MT) in the report of the
Factory Manager has nol been
accepted by the company considering
the technical ¢apacities of crirical
componetis in the production nnit.

Due to the market and marketing
problems company has so far not been
able to otilize the full capacity of the
production unil, Company has worked
maximum in one shift and at limited
times on two shifts as and when the
demand has gone up. Company apd
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(1}

{2}

its Board of Birectors arc comscions of

critical starezs of the wpit and are
constantly working 2o achieve the full
capacity of the unit. In fact the Board
af Directors have constituted a
committee consisting of technical and
finance persons o revive and 1o
initiate corrective measures. The
commilies censists of Chairman, M/s.
HLL, Trivandrom, Director, T&TC,
Rubber Board, Kottayam, Additional
Secretary, Finance Department,
Government of Kerala, Managing
Director, RPL. and Manager, R.5
Factory, RPL.. With the advise of the
committee and the efforts 1zken by the
company, it is submiftied that company
has achieved the following:

fa) Company has kept the variable
cogt within the limis in previous
yvears in spite of increased cost
of inputs.

(b) Company has manufactured Lhe
quality shects for deemed exports
purpeses-

{¢) There 13 improvement of intermal
sales of the product.

{d) Company has achieved 150
9001-2{dH} certification for
its quality management system
for this unit also during 2003,

f2) Company is exploring the
possibility of manufacturing
and supply of Rubber Pad
(Grooved Rubber Sole Plate) to
Tndian Railways which is used in
the Railway tracks.
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(1}

{2}

From the facts and circumstances
stated above it is submitted that the
Company is taking ail concerned
© efforts to make the unit fully
fimcticnal and economicdlly vieble. Ti
i5 requested thac the statement made
above may please be accepted and the
purs in the report of C & AG report

may kindly be dropped




