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INTRODUCTION

I, the Chairman, Committee on Public Undertakings (2008-2011) having been
authorised by the Committee to present the Report on their behalf, present this
Sixty Sixth Report on Kerala State Warehousing Corporation based on the Reports
of the Comptroller and Auditor General of India for the year ended 31st March,
2006 (Commercial) relating to the Government of Kerala.

The Report of the Comptroller and Auditor General of India for the year
ended 31-3-2006 (Commercial) was laid on the Table of the House on 28-3-2007.
The consideration of the audit paragraphs included in this Report and the
examination of the departmental witness in connection thereto were made by the
Committee on Public Undertakings constituted for the years 2006-2008.

This Report was considered and approved by the Committee at the meeting
held on 21-1-2009.

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

The Committee wish to express their thanks to the officials of the
Agriculture Department of the Secretariat and Kerala State Warehousing
Corporation for placing before them the materials and information they wanted in
connection with the examination of the subject. They also wish to thank in
particular the Secretaries to Government, Agriculture Department and Finance
Department and the officials of Kerala State Warehousing Corporation, who
appeared for evidence and assisted the Committee by placing their considered
views before the Committee.

MANKODE RADHAKRISHNAN,

Thiruvananthapuram, Chairman,
25-2-2009. Committee on Public Undertakings.



REPORT
KERALA STATE WAREHOUSING CORPORATION
AuDIT PARAGRAPH

The Corporation engaged in warehousing activity, was entrusted
(November 2003) by the State Government the work of spraying of organic
pesticides under the Centrally Sponsored Scheme for control of coconut mites
for the year 2003-04. Accordingly, the Corporation invited (March 2004) tenders
and purchased (March 2004) 1600 litres of ‘Econeem plus’ from Margo Bio-
Controls Private Limited (Margo) and 2400 litres of ‘Neemasal T/S’ from EID
parry India Limited at the rate of Rs. 590 per litre. Both the products contained
the principal ingredient “Azadirachtin 1 per cent”.

Subsequently, the State Government (October 2004) allotted implementation
of the scheme in five districts to the Kerala Agro Industries Corporation Limited
(KAICOQ), another State PSU and the remaining districts to the Corporation.
Working instructions for the implementation of the scheme were issued (October
2004) to both the undertakings by the Directorate of Agriculture in pursuance of
the Government’s directions.

KAICO offered (December 2004) the Corporation for supply of Azadex
10000 containing Azadirachtin 1 per cent, which the Company had been using in
its spraying activities, at the rate of Rs. 540 per litre. The Corporation kept the
matter in abeyance on the ground that KAICQO’s offer was belated one and
suppliers had already been identified in March 2004 itself.

In response to the tender notice issued (January 2005) by the Corporation
KAICO again offered to supply “Azadex 10000” at a reduced rate of Rs. 525 per
litre. The Corporation, however, did not consider the offer on the plea that
manufactures offered by KAICO of ‘Azadex 10000’ did not have ISI certification.
Even though KAICO had produced (December 2004) before the Corporation the
analytical report of Directorate of Agriculture that the product conformed to IS
specifications, the Corporation continued to purchase from Margo 10100 litres at
Rs. 590 per litre up to January 2005 and 23300 litres at Rs. 582 per litre
thereafter.

It was noticed in audit that the Corporation ignored the fact that KAICO
was also undertaking the same activity as assigned to them by the State
Government using the same material. The working instructions issued by the
Directorate of Agriculture in October 2004 did not contain any specific
stipulation that the pesticide should conform to ISI specifications. The Coconut
Development Board (CDB), the authority releasing funds for the scheme, had also
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clarified (February 2005) that those products which were chemically analysed by
State Agricultural Universities could be used for spraying and the efficacy of
Azadex offered for supply by KAICO had been certified by Bangalore
Agricultural University. The decision to reject economical offer from KAICO on
unjustifiable ground of quality was not convincing since the product was
complying with necessary quality parameters and KAICO was using this material
in their area of operation.

Thus the decision of the Corporation to reject the economical offer of
quality material and purchase of the same at higher rates from other firms during
January 2005 to March 2005 resulted in extra expenditure of Rs. 18.33 lakh.

The matter was reported to the Government/Corporation in July 2006, their
replies have not been received (August 2006).

[Audit Paragraph 4.26 contained in the Report of the Comptroller and
Auditor General of India for the year ended 31-3-2006 (Commercial)]

Notes on the Audit paragraph furnished by Government is given in
Appendix 1I.

1. The Committee enquired the reason for rejection of the economical
offer of quality material pesticides from KAICO and purchase of the same at
higher rates from other firms which resulted in extra expenditure of Rs. 18.33
lakh. The witness replied that the Manufacturers offered by KAICO of Azadex
10000 did not have ISI certification and being a massive programme, good
quality materials were needed. So the Corporation had rejected the tender. The
Committee expressed its displeasure over this matter and pointed out that the
Corporation had made conditions to avoid certain companies. It was not fair
and KAICO was also a public sector undertaking, and the same activity was
assigned to KAICO by the State Government for which they were using the
same material. The Committee remarked that the decision to reject the
economical offer from KAICO on unjustifiable grounds of quality was not
convincing. Also KAICO was using this material in their area of operations.
The Committee added that KAICO has been doing well in five districts and the
response in the Warehousing Corporation’s area of operation was not so good.

2. The Committee enquired the reason for not giving the Board Minutes
to the Accountant General. The witness replied that this matter was brought the
notice of the Board and after approval from the Board, it will be given to Audit.
The Committee was not convinced with the reply and pointed out the
Government Order and Government decision existing in all public undertakings
according to which every public sector undertaking should give the Board
Minutes to Accountant General for inspection.
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3. The Committee expressed grave concern over the fact that Government
was not taking seriously the audit objections and not taking any action to fix
responsibility for the lapses.

Conclusions/Recommendations

4. The Committee finds ulterior motive in the Corporation’s decision to
purchase 10100 litres and 23,300 litres of the organic pesticides needed for
spraying for the control of coconut mites, at the higher rates of Rs. 590/- per
litre and Rs. 582 per litre from Margo even though KAICO, a public sector
undertaking which was entrusted by the State Government to carry out spraying
organic pesticides in five districts, had offered to supply good quality pesticides
certified by the Bangalore Agricultural University at the rate of Rs. 540 and
Rs. 525 per litre. The Company thus incurred extra expenditure of Rs. 50 and
Rs. 57 on each litre and thus caused loss of Rs. 18.33 lakh to the public
exchequer on the purchase during January 2005 to March 2005. The
Committee is perturbed at the unjustifiable decision of the Company to reject
the economical offer from KAICO. The Committee therefore recommends that
action be taken on those responsible for purchasing at the higher rates and
steps be taken to recover the amount lost. The Committee also desires to be
informed of the steps taken by the Corporation during the last three years to
reduce losses and of the present financial position.

MANKODE RADHAKRISHNAN,

Thiruvananthapuram, Chairman,
25th February 20009. Committee on Public Undertakings.
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AprPENDIX |

SUMMARY OF MAIN CONCLUSIONS/RECOMMENDATIONS

Department . )
SI.No. Para No.  ~goncerned Conclusions/Recommendations
o @ ®) (4)
1 4 Agriculture The Committee finds ulterior motive in

the Corporation’s decision to purchase
10100 litres and 23,300 litres of the
organic pesticides needed for spraying
for the control of coconut mites, at the
higher rates of Rs. 590 per litre and Rs.
582 per litre from Margo even though
KAICO, a public sector undertaking
which was entrusted by the State
Government to carry out spraying
organic pesticides in five districts, had
offered to supply good quality pesticides
certified by the Bangalore Agricultural
University at the rate of Rs. 540 and Rs.
525 per litre. The Company thus incurred
extra expenditure of Rs. 50 and Rs. 57 on
each litre and thus caused loss of Rs.
18.33 lakh to the public exchequer on the
purchase during January 2005 to March
2005. The Committee is perturbed at the
unjustifiable decision of the Company to
reject the economical offer from KAICO.
The Committee therefore recommends
that action be taken on those responsible
for purchasing at the higher rates and
steps be taken to recover the amount
lost. The Committee also desires to be
informed of the steps taken by the
Corporation during the last three years
to reduce losses and of the present
financial position.




ApPENDIX 1

NOTES FURNISHED BY THE GOVERNMENT ON THE AUDIT PRAGRAPH
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