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INTRODUCTION

I, Chaitman, Comnittee on Public UTndertakings having been authorised
by the Committes to present the Report on their bekalf, present this Forty
Sixth Report on the action taken by Govermment on the recommendations
contained io the Twenty Seventh Report of the Committee on Public
Undertakings (2001-2004) on the working of the Krrala State Electricity Board
based oo the Repont of the Comptroller and Auditor General of India for the
year ended 31st March, 1925 (Commercial).

_ The Statement of action taken by the Government included 1n thiz Report
were considered by the Commitiee constituted for the year 2006-2008,

This Report was censidered and approved by the Committee at the
mesting held on 16-6-2008. :

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

Manioor BADHAK RISENAN,

Thiruvananthapurarm, Chatfrman,
3th Tune, 2008, Committee on Public Undertakings.




Report

This Report deals with the Action Taken by Govetnmenl on the
recommendations contained in the 27th Report of the Committce on Public
Undertakings {2001-2004) relating to Kemala State Eleciricity Board based on Lhe
Report of the Comptroller and Auditor General of Fndia fur the year ended st
March 1995 (Commercial).

The Report containg nhine recommendations. Govermment fiumished replies .
to all recorhmendations. The Conmnittee (2006-2008) considered the replies
received from Government at its meeting  held on 5-12-2007.

The Committee accepied the replies te the recommendations No. 2 {23),
3 (24), 4 (25), 5 {26) and 9 {30) without any remarks. These recommendations
ang its replies form Chapter I of the Report, '

The replies to the recommendations Me. 1 (22), & {273, 7 (28) and 8 (29)
were accepted by the Commgittce with remarks. These recommendations, their
replies and the remarks of the Comminee form Chapier It of the Report,

THIIIONE.
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CHarTer 1

Replies farnished by Government on the recommendations of the Committee
which have been accepted by the Comimitter without remarks

8. Para Depariment Conciusions’ Action Taken by
No. No.  concermed Recommendations Government

1 @ 3) % (3)

2 s Power  Tn the Constmiction of the For Kakkad HEF, Project

dams at Moozhiyar and
Veluthode, the Commaties
finds that, tenders were
floated even  before
finalizing the construction
drawiogs, 1t took 9%
tnonths for the Board to
provide the construction
drawings to the coatractor
after awarding the work.
There was failure on the

part of Kerala State
Electricity Board in
conducting ihe geo/

enginzering and geological
study of the proposed dam
site {0 ascertain  the
struciural stability and rock
dynamics of the area. If
such an exhaustive study
of the proposed site had
been made before finalizing
the dam site, the time loss
due (o the geclpgical
problem could have bcen
avoided, !t 1z surprising to
nuf‘ that initially masonry
dars wert envisaped at
Moozhiyar and Velythode
in spite of having bitter

Reports were prepared
hased on preliminary
investigations conducted
to study the feasibility of
projects in general. The
estimate in The Project
Report waz for masonty
dam. Az snch the original
tender was invited with
the items in the Project
Report. Introduction of
surge expansioa gallery,
concrete lining aurpe
shaft etc.  were npaot
anticipated in the Project
Report. The construction
of Tiasonry dam invited
labour problems amd
cohsequent hold ups of
the work frequenily
resulting in high cost of
construction and much
longer time of comple-
tions. Hence, the change
fromt mazonry to concrete
may be viewed in the
light of the above
perspective. In case of

‘ongoing projects, Board

have conducted geological
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experience in the past in
the construction of
masonry dams. The Board,
being an experienced body
in project exténsion was
well aware 1hst in the case
of concrete dams, the
construction could be
mechanized to a large
extent and hence could
have beéen constructed
more quickly than masonry
datns. The time {pss due to
change of design from
mazonry to concrete dams
at a later stagc was 40
manthe, The Commitiee
cannot, therefore, uader-

" stand the rationale behind

the gaixotic idea of
envisaging masonry dams
in the project,

The Commitiee finds that
the works of the
construction of the dams
were tendered and re-
tendered 4 nmes, and the
process had taken 4 years
which had turned out to
be a major factor for the
delay in commissioning the
praject. The Commijttee
capnet comprebend the
reasom which has prompled
the Board to po in fora

study by Geological
Survey of India and the
projects  are  being
exccuted as per the
observations in  the
Geotechnical Investigation

Report. In the pre-
. coms{Tuclign stage
Geotechrical  ipvesti-

gations is carred out for
each  project  which
includes evaluation of the
weir alignment, water
conductor system, power
house site, logging of the
drill core and critical
evaluzation of the
foundation medium. ke
Constrocrion =~ of  the
project will be camied out
only if the geolegical set
up is favgrable and the
site 15 found suitable,

Teaders were flogted for
the construction of dams
at  Maoozhiyar and
Veluthodu in October
198, The offers received
were not acceptable and
were retepdered three
times hetween 1980 and
1584, In the thurd (ender
Shri P. A. Jacob quoted
75% above estimate
which was the lowest rate
with special conditions, -
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fourth tender even when
the C.E {Civil) had given
his recommendation for
the acceptance of the
lowest tender which was
75% above the estimaic.
The tender was
subsequently awarded to
H.C.C. after the fourth
tender, that also at a rouch
higher rate of 120% above
the estimate rate,
acceplting 15 apecial
condifens which included
payment for increase in
coat of labour, materials
viz. pgrml, oil and
hobricants and extension of
time for completion of
work due to reasons
beyond the control of the
contractor, It is foynd
that the ~ Board had also
horne escalation in cost
of the materials supplied
departmentaliy to the

coniraciot

The Chicl Engineer [Civil)
had recommended for
acceptance of the lowest
tender. The tenderer was not
willing to reduce the rate
in spite of repeated
ncgotiations, the Board
decided 1o retender the work,
The Board’s experience in
awarding work 1o
inexperienced contractors
also forced to take such a
decision. For major works
quoted rate alene cannot be
taken as the sole criterion for
awarding work especially in
the case of Hydro EBlectric
Projects Experigtice in doing
similar works, technical as
well as financial capability
ete. may also be @ken into
consideration.  Awarding
work to  inexperienced
CcontractOors Can cause greater
logs. Awsarding wotk to
inexperienced contractors is
one of the major factors in
delaying the work of Kakkad
Hydro Eleciric Project. In the
fourth tender, for Moozhiyar
dam 4 tenderers viz. M/s,

'HCE, Shn P. P. Poulose, Mfs,

Bhapeetatha Engmeering Lid
and Shri. ¥. Kuriakose
participated. In the case of
Veluthodu dam 4 tenderer
viz. Shri C. V. George,
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Mfs, Sreekumar Construction
company, P. B. Pounlose and
M/s. H.C.C. Ltd. participated.

As all the tenders had
deviations and conditions,
the Full Time Members of
the Loard nepotieted with
the tendercrs on 13-E-19%4,
Thereafier, the tenderers
reviged the deviations and
vonditicns. But some of the
revised  deviations . and
conditions couid not be
evaluated on monetary termns.
In the case of Moezhiyar
Dam 55 B P Poulose and .
Kurizgkose had offered
moenetary equivalents of the
conditions. In the case of
Mis, HUC Tid. and M/s,
Bhageerathz Engineering Lid,
evaluation of some of their
devialions was not possible.
The Board had made clear to
M/s. Bhageeratha Engineer-
ing Lid. during the negotia-
tion that the arbitration
condiion was not acceptable
to the Bosrd under any
cirgumstances and hence
they should withdtaw the
said condition. But M/s,
Bhageeratha Enginering Lid.
kad a0t withdrawn the
arbitration ciapse. So they

were not pee gualified
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Shri P. P. Poulose bad bo
previous experitnce in the
construction of dams.
Hence bhe was not qualified.

Shri K. Kunakose hkad
submitted the tender in his
individual capacity. The
tocls and plants at hig
dizposal were inadequate
hence he was aot qualified.
Shri C. V. George whe
quoted For Veluthodu Dam
had ao previous experience
in dam construction. So he
was also not gualified.

Mis. HCC Lid. had
previops experience in
concrett dam consttuctlon.
They  had  zufficient
coostruction cquipment,
technical personnel and
were financiaily stable,
Based on these M3, HCC
Ltd. was qualified for both
Moozhiyar dam and
Veluthodu dam,

In the original tender M/a.
HCC hagd quaoted 135%
above estimate with special
cenditions. During negotia-
tipa they had reduced their
quoted rate to 120%. The
Board had accepted this
rate along with certaig
special ‘ceaditiona. The




{1)

(2)

)

3

5

Power

The Committee counld
understand that H.C.C.
kad not quoted for the
work in the first three
tenders and that it was
only in the 4™ tender that
they had first participated.
The whole affair predents
a murky picture and the
Committee doubtz whether
the (¢ndering and ve-
tendering of the work was
done to favour any
cotitractor in particular.
Nowhere in the whole
work on the dams, it is
seen that rpy effort was
made by the Board o
safeguard its interest.

payment of escalation to
the contractor on the
value of work including
departmental materials
was agreed by the Board
as part of the negotiated
settlement and it is oniy
reasonable 1o assume that
if the above condition
was not agreed upon, the
fipal agreed rate of
contractor would have
been much higher.

The dtcision tken by the
Board to retender the work
was in good faith that
better offer might be
received when the work
wat retendered. But the
expectation did not
materialize in the retender
and Board had to accept
a rate of 120% above this
estimate rale offered hy
HCOC. The availability of
consiruclion equipment,
technical competence and
the financial stability of
the firm were also
condidered.  In the 4™
tender M5, HOC was the
only qualified tenderer
and their offered rate of
135% and zbove estimate
tate was later reduced to

_120°% an pepotiation with

the Beard. It is {o be

4l
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The Committee finds that
an amount of Rs. 349.29
lakh was awarded to the
Board as compensation in
the arbitration in constu-
ction of Watcr Conductor
System. But the Board
couid recover ooly a sum
of Rs. 22 lakk from the
Contractor as he had
aliepated his landed
properties by that time.

noted in this context that
implementation of Inportanl
items of work of Kakkad
Hydro Eleciric Project were
under different stages of
execution . And machinery
for the power house had
alrcady been ordered and that
further delay on  the
constrpction of Moozhiyar
and Veluthodu Dams wonld
upset the overall schedule of
completion of the project.
Hence it was decided to
make the offer to HCC. M/s.
HCC was well expenenced in
the comstruction of dams and
have all the financial apd
technical facility than any
other tenderer. So the work
was awarded &g Mfs. HOC
considering the, aspects for
its execution at the earliest

Az per judgment apd decree

“dated, 3-2-1994 in 0.5, No.
285/31 and 286/8] Board is -
entitled to recover Rs. 30803
lakk with intcresi from the
confractor for tunpe! works
whose contract was
terminated. Board filed
execution  pctition  on
26-7-1997 at the Spb Couyrt,
Thiruvananthapyrarm.
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The Committee reco-
mmends that a Project
Management Cell be
constituted for each
project hereafter and all
the implementing
officers be brought
under the cell so that
any deficiency/lapse in
project management
could be made acce-
untible,

The Board has appointed

Project Managers for

spoedy  execution  of

works and  timely

completion of  the

following projects.

1. Kutfivad: Additional
exlension

2. Lower Meenmmuity.

3 ldukki Augmentation
Scheme-Yazhikadaw

diversion.
4. Malankara
5. Chembukadave, Ultumi.

6 Nenyamangalam
Extension Scheme. -

7. Athirappilly HEP

The Project Manapers are
having overall charge of
the projects and they are
responsible  for  the
progress of the project.
The Project Manapgers
have been delegated wih
adequate financial and
administrative powers.
At present the projects
are regularly reviewed by
thc Chairman and full
time members besides the
Chief Engincers

concerned and this serve

- as a management cell.

Hewever, the following

THH2008,
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cells have been constituted
RO,

1. For Genemation

Chasicman

Member (Finance)

Member (Generation and Trans-
Thisgion)

Chief Enginecer {Civil Constru-
ciion)

Convenor

Pinancial Adviser

2. For Transmuission

Chairman

Member (Finance)

Member (Transrission)
Chigf Engincer (Corporate
Planning)

Convenor

Chief Engiticer {Transmisgion—
Nortt}

Chief Engineer {Transmisszion-
South)

Chicf Project Manager, Rural
Electrification Corporation,
Thiruvananthapuram,
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Replies furnished by Government on the recommendations of the Commbtes

which have been accepted by the Committer with remarks

: Concfusions/ Aevion Token B

ﬁl;- F:;: Department Recommemfﬂf-ll'unfr of the Ga:ernmeuf ¢
Committee

v o @ @ ®

I =z Power The Compnitiee points out

that ke implementation of
Kakkad Hydro Electric
Project is a classic exampie
for improper menitoring and
mismanagement of project
execution by the Kerala
State Eleciricity Board. A
project which was started in
1979 with an estimated cost
of Rs 1880 crores and
cnvisaged for completion
and commisaioning in 1985
has taken 20 long years for
completion and
commissiowing. The cost of
the project has gone up to
ten times the original
estimate, It 15 learnt that

-as per the lateat ¢stimate the

cost will come up 10 Rz, 165
crores.  The Committee
observes that the delay in
completion of the project
and the subsequent nise in
the cast of the project is
mainly due to the lapse on
the part of (he Fuplementing
authorilies in the Kerala
State Electricity Bosrd.

The obzervation of the
Cominittee iz noted.
In crder to ensure proper
preject mopnitoring the
Board have since appointed
Project managers for the
following engoing projects
for speedy execution and
timely completion.

1. Kuttiadi Additional

Extensions. i

2 Lower Meenrmitty,

3 ldukki Ausgmentation
Schetne.

7. Athirapprly HEP,

The Project Managers
have overall charge of
projects and shall be
responsible for  the
progress of the projects in

the civil and erection

- side. They will be having
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technical, administrative,
and fnancial powers with
repard te the projects.
Approval of the dawings,
designs issuing clan-
fications ete. ' relating to
the project ‘shall alse be
done by the Project
Manager,  The progress of
the projects are being
revitwed regularly by the
Chairman and full titne
Members, besides tha
Chaef Engineers concerned
and this serve as a
Management Cell.

Remarky of the Commitiee :

The Committee wants to kBow whether the Department has taken any
action against the officials responsible t‘m' such a huge mcalanon in the cost of
the project.
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The Commitiee recornmends
that rezponsibility should be
fixed for the delay in filing
execution petiion for the
award by the arbitrator and
realizing the amount from
the contracter. Appropriate
action should be taken
against  those  found
responsible and the details
intimated to the Committee,

The delay in filing
execution petition for the
award by the arbitrator
was duc lo the following
reasons:

The judgment of the
above decree was
received only io 1/95

In order 1o file execution
petition the details of
assets of the judgmeﬂr
debtor, details regarding
his landed propecties
such as survey number,
village, extent, location
etc. were required and
unexpected delay occurred -
in collecnng these details,

In the meantime the
Judgmeni debtor expired

As a rvesolt, the details of
his lepal heirs and their
assets were zlso to be
assessed and the details
had to be coliected from
the village authorities for
filing execution pohtion.

The execution petition
was filed immediately on
receipt of the details from
the revenue austhorities.
The Hor'bie Court hes
granted an order of
attachment of 28 ceats of
property and z building
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Remarks of the Commitiee :

. in Survey No.2038 of

Thirumala (Aramadsa)
village, on I8-10-2004.
The service of an officer
of the Board has been
made available to help
the Ameen to identify the
property  and  remder
required assistance so
that the Hon'ble Court's
order of attachment can
e executed without delay.
In view of these it is
gsubmitted  that  the
Comtnittes may recensider
the Tecommendation.

The Committes wanls to know the current statos of the attachment
proceedings of the property from the legal heirs of the contractor.
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Power The Committee understands

that an amount of Rs, 27736
lakh is pending recovery
from the various contractors
who had executed the
waorks relating o power
tunnel and the iofer-
conmeciing tunnel. The
Committee desires to be
informed whether the
gmount had since heen
recovered in full and the
varions steps taken by the
Board to recover the
armount.

The details of recovery
cifected from the contra-
cters are shown below ;

Ameunt io be

Mame of recovered av
Contractor per one Man
Fact Finding

Commission

(Rs. in lakhs)

Ameiunt Amount
recovered remined o

[R5 in be recovered
;ITﬂHlSj (R.T. in Iﬂkﬁs}

Ms. [PC 4835

M/s.Charles C. 12570
Gieorge

M/s. B I. Shah 5534
& Co.

Mz, Paily Pillai 6894

" & Sons

5002 (-) 1.67

6374 5506
1737 »nw
47.08 21.5%

Tolal 2343

18421 11422
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Pursuant to the findings
of the Ope Man
Commission, the contra-
ctors M/s. Paily Pillai &
Sons, M/s, R, J. Shak &
Co. and M/s. Chatles C,
George fled OF [OF No,
20399 of 1999, 11361 of
1990 8334 of 2000) before
the Hon'ble High Court
of Ketala challenging the
decision of the Board to
implement the recommen-
daticn of Qne Man Fact
Findmg Commission, The
said cases are peading
with theHon'ble High
Court of Kerala. The
final settiement of the
accouUnts of  these
contrectors can be done
only after the dizposal of
the cases.

Remarks of the Committee :

The Commitiee cxpressed its displeasure on the inordingte delay of
recovery of the amount from the centractor and recommended that Department
should take immediate steps for the speedy disposal of the case pending before
court, .
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B . Power The Committee is Bol Tphe execution of works
satisfied with the

explanations given by the
Roard in defense to the
various aadit objections
peinted  out by the
Comptroller & Auditor
General of India in his
repart  regarding  the
implementation of the
Kakkad Hydro Electric
Project, The implernentation
as a whole from the stage
of tender itself is dot
transparet and mives room
for doubts as to the nexus
between the contractors
and Board. The Reard
which is plunging into loss
day by day has totaily
failed to safeguard its
interest. The Committee

‘therefore, recommends that

a detailed Vigilance enquiry
into the implementation of
the Kakkad Project be
conducted.

Remarks af the Commitiee :

a3 per the comtract with
M/s. Parly Pillai & Soms
(tunnel contracter) and
with M/s. T. . Abraham
& Co. (Surge and pressure
shaft works) are ynder
vigilance investipation.

The Commitiee desires to be furnished with the present stapge of the on
going Vigilapce investigation on the execution of the werk of the Kakkad

Project

Thimvananthapuram,
3_0_1;]: Jime, 20!'.‘.'3_._

MaNEOLE BADHAKRISHMAN,

Chairman,

Cammiittee on Public Underiakings.

TA2008.




