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INTRODUCTION

I, the Chairman, Committee on Public Undertakings (2019-2021) having
been authorised by the Committee to present the Repon on its behalf, present this
Eighty Seventh Report on Kerala State Mineral Development Corporation based on
the Repons of the Comptroller and Auditor General of India for the years ended
31u March 2014 & 2015 relating to the Public Sector Undertakings of the State of
Kerala.

The aforesaid report oI the Comptroller and Auditor General of India for the
year ended 31n March 2014 & 2015, werc laid on the Thble of rhe House on
23-3-2015 and 28-6-2016 respectively. The consideration of the audit paragaph!
included in this Repon and the examination of the depi hnental wibness in
connection thereto was made by the Committee on public Undirrakings constituted
for the years 2016-2019 at its meeting held on U-4-2018.

This Repoft was considered and approved by the Committee (2019-2021) at
its meeting held on 8-5-2019.

The Committee places on record its appreciation for the assistance rcnder€d
to it by fte Accountant General (Audit), Kerala in the examination of the
Audit Paragraphs included in this Report.

T'he Committee wishes to exprcss its thanks to the officials of the Indusnies
Department of the Government Sesetariat a6d Kerala State l\4ineral Development
Corporation for placing the materials and information solicited in connection with
examination of the subject. The Committee also wishes to thank in panicular th€
Secretades to Government Industries and Finance Departmens and the officials of
the Kerala State Mineral Development Corporation who appeared for evidence and
assisted the Comminee by placing their views before it.

Thiruvananthapuram,

8th May, 2019.

C. DIVAKARAN,

Chairman,

Cotuniaee on Public Undenakings.



REPORT
ON

KERALA STATE MINERAL DEVELOPMENT

CORPORATION UMITED

ALJDTT PARAGRAPH 3.3 (2013-14) & 3.7 (201+1'

AuDfr PAMGRAPH 3.3 (20lrl4)

Tho Keralr St.tc Milorrl DovoloPDont Corporatiol Lloltcd

3.3 Illcgal psymolt of (1.09 ctoro ar Nottulooll22

As pcr RuIe 5l of Kerala Financial Code, expenditure on behalf of the

Govemment shall be incuned after entcring into contract for supply of stores or

for the execution of work' Contracts so Qxecuted should be in $e form of i
written agreement. Further, as per Rule 173 of the Codc, work should be started

only after proper estimate of the work had bern prepared and sanctioned by the

Competent Authority.

Section 6 of the Kerala Loading and Unloading (Regulation of Wages and,

Restriction of Unlawful Practices) Act, 2002, stipulates that no worker shall

individually or jointly commit any gnlawful practices in connection with or

relating to or ancillary to the Purposes included in the Act' thc unlawful practice

has been defined in the Schedule to tlie Act which includes intentionally putting

an employer in fear of any injury or damage to goods, intimidation demanding or

claiming or receiving any dmount without executing any work or for the work

done by others, etc.

The Kerala State Mineral Development Corporation Limited (Company) is.

cngaged in the.work of exploring, mining' processing' sctling etc' of minerals and

mineral substances in th€ State. In view of the scarcity of construction grade sand

in Kerala. Government of Kerala (GoK) directed @ecember 2009) the Company

to propose the technology and modus operandi to desilt the Malanpuzha Dam',

Based on the proposal, GoK accordeda (January 2010) sanction to the Company

))

23

Noldokooli is the amoutt deEand.d by head toad vorkcrs of al area when a pelsol or

orgalisation loads mxerial on o or unlo.ds fto- a v€hide without thetr help'

G.O.(RL) No. l2tvZllOWRD ddtd 27-1-2010.

8l,l/2019.



for sand mining at Malarnpuzha Dam under the monitoring and supervision by
a Core Committee chaired by the District Collector, Patakkad. The operations

including loading of sand were to be carried out in a mechanised way.

Subsequently, the work relating to dre desilting of sand in Chulliar and Walayar

dams_ was also enuusted (February/Ivtarch 2010) to thc Company.

The work, relating to disilting of sand and its transportation at dam sites

which included its loading and unloading, was awarded by the. Company to a
conaactor for (100 per cubic meter of sand excavated. The work was commenced

in February 2010.

On scrutiny of records Elating to work, i.e. disilting of sand, including

loading and unloading, Audit noticed that during excayation of sand, lhe Company

ltad engaged 316 head load workers at Malampudn (192), Chulliyar (72) and

Walayar (52) dam sites on daily wages at the rate of t300 per day for laying of
sand bags on the outer side of the bund, constsuction of temporary bun4 removal

of light jungle and vegetation from the site and disposal at suitable places etc.

They were engaged, based on the directions of GoK, as the head load workers

obstructed (29 March 2010) the mechanised lifting of sand from the site

dcmanding manual loading of sand in tmcks instead. The Company had

reported2. to GoK that though said workers were engaged for the work, they were

not ready to work as per directions of the Company and were dcmanding

Nokkukooli.

The Company did not change the tcrms of contract to get the desilting work

done manually instead of using mechanised method when GoK directed them

to engage head load workers.

The Compauy paid t1.35 crore to head load workers during. the years

201GU and 20lll2 which was booked under'desilting dam expenses'in the

Company's books of accounts. Out of this, { 1.09 crorc was paid as no,kkukoo,l,i as

reported by the Managing Director before Core Committee meeting held on

28th July 2011.

24 lrtte. containing detailed.epon rcgardiug oclivities r€lated to &silting wo* dated Nil.



Audit observed that head load workers werc engaged against financial rules

i.e.'Rule 51 and 173 of the Kerala Financial Code and Section 6 of the Kerala

Loading and Unloading . (Regulation of Wirges and Resriction of Unlawful

hactice.s) Act, 2002.

Thus, the engagernent of the head toad workers and payment of nokkukali
was illegal,r and irregular and resulted ir excess expenditure of {1.09 crore.

The Company stated (September 2014) that though there was a demand for

nokkukooti rn nokkukooli was rcally paid to the workers and ac4uittance roll and

vouchers did not specify to any payment of nokkukooli. The rcply of the

Company is not tenable due to following rcasons.

. The then MD who authorised the cash vouchers himself admitted before

the Corc Committee headed by District Collector that an amount of
(1.09 crore was paid x nokk*ooli.

. The Vigilarce and Anti-Comrption Bureau report26 tiat an amount of
120.51 lakh was sp€nt by thc Company for paying nokkukmli at

Chulliyar dam buttressed the audit findings.

. The Company while forwarding the remarks on vigilance enquiry to the

Government agreed (August 2013) with Vigilance report and assured

to take rcqui€d corref,tive action on paymenl of nokkukooli.

Thus, the engagement of the head load workers and payment of
nokkuko<tli to them in violation of Kerala Financial Code and Kerala t oading and

Unloading (Regulation of Wages and Restriction of Unlawful Practices) Act,

2002, resulted in illegal and irregular payment of (1.09 crore.

The matter was rcported (August 2014) to Government; their reply is
awaited (November 2014)

fthe Audit Paragraph 3.3 contained in the Report of the C& AG fm the yeai

ended 31"' March 20141

Th. State Folice Cbief issued a cirrubr (Marth 2012) okerving co[lcdignolCa/r@oli as oftnce
similar !o rcbbery wiidl atEa.ts pmvisions of (flminal law.

No. VM)9/1I/PKD dated 2910-2012.



AUDrT PARI{GRAPH 3.7 (20l+$'

Kcrala Statc Mineral Dwelopment Corporation Li"'it€d

Loss of rwenue

,Failure of thc Gompany to pnvide adequat€ 'security and storage for
excavated sand resuked ln loss of sand worth t6.42 cmrc and consequent loss
of nvcnue to Gowrnment

3.7 Kerala State Mineral Dwelopment Coryoration (Company) is engaged in
erploring, minin$ processing selling, etc., of minerals and mineral substances in
the State. Goiemment of Kerala (GoK) engaged (Jaruary to March 2010) the
CoEpany to desilt and dispose sand from three dam sites, i.e. Malampuzha,
Qhulliyar and Walayar to tide over the scarcity.of consuuction grade sand in

' Kerala. The purpose of desilation exercise was to sell sand at reduced rate a to
general publig mainly BPL families and to the beneficiaries of EMS/IVIN housing
scbeme. Sale proceeds werr io be remifted to the Govemment. A Core
Qsrnmittess was to monitor and supervise the operatioos. The Company was
responsible for ensuring prcper storage, securry and movement of sand, etc.

As per initial planning the Company was to identify the land for stockyaid
. and security for the stockyad by outsourcing security personnel. District Collector

and the Company were to take steps to rccruit required personnel for site
supervision, accounting, transportation, etc. .The Company was also responsible to
set up necessary infrastructure like check posts, site office, etc.

During February to May 2010, the Company excavated and filtered three
lakh Cubic Meter (ci!.m) of sand. Desiltation of sand was carried out through
conaactors engaged at the rate of {180 per cu.m of sand excavated. Out of
excavated sand, 1.35 lakh6 cu.m was sold until.August 20U, leaving a stock of
1.65 lakh crm of sand.

3e 99* S".Tt:* b€sd{ 
-ry qsrid,Collecto!, prl.tkrd bss m.mbcrs ftom the Compmy,

lrrigdaoE, FotEs( Rsveouc, Police, Te(6 dcpafucnfs and a(pe.ts fod Ceot€ for Earih Scihcc
Sfudics sd Ceatrc for Wdcr Rcsourocs Oewetopmel {rd Moage$ent.
0.85 lath by diieci sale &rd 0.5lsklt by sd. to Govemment agencies.

t l2o0cu.m in Fcbrrary 2010, t990 in May 2O1O ana t OOO in fanuary 20tt"



)

As there were allegatiotrs (August 2011) of discrepancies in the daim of santl

excavated, GoK ordered (September 2011) a vigilance enquiry at the instance of
the Core Committee. Vigilance Enquiry Report @ectmber 2012) though did not

find any discrepancy in the quantity of sand excavated, recomrnLended lhat the then

Managing Dbector of the Company should not be appointed in any other PSUS or

Corporations under GoK for the official misconduct on his part as Managing

Director when he did not record conect measuement of sand excavated.

There was no desiltation and sale of sand during the vigilance enquiry. At the

time of resumption (April 2013) of sales activities, the available stod< of sand was

found to be just 0.58 lakh cu.m. Aquantity of 1.07 lakh'7 cu.m of sand worth at

least {6.42 crorea, was washed away stol€n due to lack of proper storage/secrrity'

The Company reported the theft of sand to the police. The objective of the sand

desiltation was also not achieved as the Company had failed to Fanspoft the sand

to other districts as directed (May 2010) by a'Cabinet sub-cobmittee on Res€noir

Desiltation.

Audit noticed that there was possibility of sand being stole[ owing to high
price variation between market rate ({ 1750 per cu.m - 12777 per cu.m) and

Govemment rate ({600 per cu.m - {1200 per cu.m) warranthg heightened sequity

arrangement. Moreover, the Company did not have any storage facility of its own

and the excavated sand was storcd at dam sites. Yet, the ComPany had fail€d to

ensure proper security of the avallable stock because:

. The desilting of sand xras carried out without an estinate of likdy sale

and capacity of the Company for storing and transporting the ursold sand resulting

in large accunulation of sand.

. The Company had a manpower of only five as on lvlarch 2010. Though

GoK permitted the Company to resuit site supervisors, accountants and penonnel

and to outsource secudty personnel after the commencement of desiltation process'

the Company had failed to do so. There was also lack of pmper transPortation

arraDgement to carry sand to other districts. obstruction by local people and rain

also affected sale/transfer of sand.

47 Difrcrcnce betwEetr 1.65 lak'h.nd 0.5t lal|h.

48 Ar the .atr of {600 p.r cu,m as fixsd by GoK fd s.le to bcrrcficiaries d EMS/MN housing

schemc.
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Thus, failure of the Company to perfonn the duties assigned to it by GoK'

namely, provision of sufficient security to the excavated sand and transportation of

sand to other places, resulted in loss of revenue of { 6'42 crore to the Govemment

and non-achievement of the envisaged objective of the project as the sand.could

not be distributed to the general public at reasonable price x envisaged by GoK'

The Company replied (October 2015) that against 271 lakh cu m of sand

excavated, the Company solal 1.74 lakh cu'm and 0'97 lakh cu'm was available in

stock as of November 2015. Therefore, there was no shortage of sand and that

quantity of sand estimated to be washed away was subsequently found spread over

a broad area near the reservoir. GoK endoned (December 2015) the reply of the

Company.

The reply was not acceptable since as p€I the detailed repon of Managing

Director sent to GrrK in November 2010 and July 2012, the excavated and filtered

sand was three la}ih cu.m. It was also concrrred by GoK Out of the excavat€d

quantity of three l*h cu.m of sand' the Company had sold only 1'74lakh cu'm of

sand so far. The fact rhat the Company could not dispose of th€ remaining sand at

concessional rate of {600 per cu.m as per direction (Marcl 2014) of GoK' frfiher

proved that sand had been lost and could not be salvaged'

Since the ComPany has now (since November 2014) been assigned with

desilting operations at Pazhassi Dam and proposal for desilti[g at another dam site

(Chamravattom) is Pending with the Govemment' it is recommended that the

Company should ensure proper storage of excavated sand by Prcviding Potection

against seepage and theft Adequate security arFngements rhould also be nade'

[The Audit Paragraph 3.7 conained in the Report of the C & A.G' for the

year ended 31" Marth 2ol5l

The notes fumished by the government on the Audit Paragraph are given in

Appendix-II.
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Discussion and Findings of thc Committec

The Committee observed rhat in 2010-11, 20U_12 the Compatry had paid
1.35 clore to the head load workers as expenses for desilting rlam sites and out of
this 1.09 crore was paid in the name 'of nokkukooli its reported by the then
Managing Director of the Company before the Core Committe€ meeting. The
Committee probed into the loss of {1.09 cmre incuned by the Company through
this paymenr of 'nokkulooli.,

The witress failed ro give a satisfaclory reply to the queries of the
Committe€. The Committee opined that the Company commenced functioning
with great expectations and airns to explore the sand in dam premises and to sell
the mineral sand excavated.

The Committee enquled about the present functioning of the company. The
witness clarified that the company has its h€adquanes in Thiruvanenthapuram and
possesses only two vehicles for transportation of sand. He shared his expecrauon
that by appointing sufficient staff the company can function prcp€rly. The
Committee observed that at present the C.ompany is suffering lrom scarcity of staff,
with the result that it was not in a positiol to prevent effectiv,ely the theft of sand
from the dam sites.

The Committee stated that there appeared no need to ftjnction the Company
in loss and urged to prepare a project r€port to execute a long term agr€ement with
Public Work Department in order to supply sufficient quantity of sand for its
coostruction worl(s.

. Recommcndations

1. The Commirtee severely criricizes the Company for the illegal payment
of t 1.09 cror€ to head load workers in the name of 'Nokkukooli'.
The Commiftee stongly recommends to take strhgent action against
the officials responsible for the payment of { 1.09 crore and to take remedial
action to rectify the irregularities pointed out in the yigilance report r€garding this.
Th€ Committee also recommends to recover the amount Daid as Nokkukooli.
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2. The CoD.trtittee observes that due to the scarcity of staff the Company is

unable to prevent the theft of sand ftom dam sites' The Committee recommends to

take ugent measutes to appoint sufficienl staff and adequate vehicle suppon be

made available for the PmPer and efficient functioning of the Company'

3.Thecommitteerecommendstoensureadequatesecurityandstorage
facility in order to avoid loss of excavated sind'

4. Considering the deplorable condition of the Company' the Committee

r€commends to preParc a suitable project EPort and submit the same to

governm€nt to revlre the Company agatn'

5.Thecomnitteeexpressesdispleasureoverthevigilanceenquiryrcporton
the allegations of discrtpancies in the quantity of excavated sand submitted in

Decemb€r 2012. The committee recommends to conduct vigilance enquiry alresh

on &e atleged theft of sand at the three dansites and to furnish the rcport before

the Committee.

6. Expressing its dissatisfaction on the continuous loss incumd by the

Company, the Committee recommends to enter into a long term agreement with

Public Works DePartment in ord€r to supply sufficient quantity of sand lor is

construction works, so that the excavated sand can be utilized in an effective

r maffEr.

Thirwananthapuram,
8th May, 2019'

C. DTVAKARAN
Chairmon'

Committee on Public Undertakings.



APPENDLX- I
SUMMARY OF MAIN CONCLUSIONS/RECOMMENDATTONS

SI

No.
Para

No.
Depaitment

Concemed Conclusions/ Recommendations

l4
lThe Commiuee s€verely criticizes the Company for
Ithe illegal payment of { l.og crore to head load

I 
workers in the name of ,Nokkukooli'. 

The Committee

I 
strongly recommends to take stringent action against

Ithe officials responsible for the paymenr of

I 
{ 1.09 crcre atrd to take remedial action to rectify the

linegularities pointed out jn the vigilance repon

lr€garding this. Tte Committee also recommends to
lrecover the amount paid as Nokkukooti. I

The Comniftee obsewes that due to the scarciw ofl
staff the Company is unable to prevent the theft ofl
sand ftom dam sites. The Comminee recommenG to I

take urgent measures to app,oint sufficient statr andl
adequate vehicle support be made available for thel
proper and efticient functioning of the Company. 

I

I
I Itrdustries

3

4

5

3

Industries

IndusFies
Jrfr" bo.-itt " recommends to ensure adequate

I 
secudty ard storage facility in order to avoid loss of

I excavated sand.

Considering the deplorabte condition of the
Company, the Committee recommends to prepare a
suitable project report and submit the satne to
govemment to r€vive the Company again.

The Committee exprcsses displeasure over rhel
vigilance enqurry rcpon on the allegations ofl
discrepancies in the quantity of excavated sandl
submitted in December 2012. The Comminee I

4 Industries

5 Industries

tt4n0r9.
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I 2 J 4

recommends to €onduct vigilance enquiry afresh on
the alleged theft of sand at rhe three damsites and to
fumish the report before the Commiftee.

6 6 Industries Expressing its dissatisfaction on the continuous loss
incurred by the Company, the Committee
recommends to enter imo a lr .rg term ageement with
Public Works Depanment in order to supply
sufticient quantity of sand for its construction work,
so that the excavated sand can be utilized in an

effective manner.
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