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INTRODUCTION

I, the Chairman, Committee on Public Undedakings (2016-2019) having

been authorised by the Committee to pr€sent the repon on its behalf, present this

Nineteenth Repon on Kerala State Wood Industries Limited, based on the report

o{ lhe Comptroller and Audrtor General of India for the year ended 31 March,

2011 relating to &e Public Sector Undertakings of the State ofKerala.

The repon of the Comptroller and Auditor Cen€ral of India for the year

ended on 31st March 2011 was laid on lhe Tabl€ of the House on 23-3-2012.

The consideration of the audit paragraphs included id this report and the

examination of the depadmental witness in conn€ction th€reto were made by the

Committee on Public Undenakings constituted for the years 2014-2016.

This R€pofi was considered and approved by lhe Committee (2016-2019) et

its meeling held on 2-3-2017.

The Committee places on r€cord its appreciation for tbe assistance rendered

by (he Accountant General (Audit) Kerala, in the examination of fie Audit
Paragraphs includ€d in this repon.

The Committee wishes to e,er€ss thank to the officials of the Forest and

Wild Life Depanment of the covemment S€cretariat and the Kerala Stare Wood

Industdes Limited for placing the materials and information solicired in connection

with thp examination of the subject. The Committee also wishes ro thank in
panicular the Secretaries 10 Government-Forest and Wild Lif€ and Finarce.

Depadments-and the officials of the Kerala Stare Wood Indusiries Limited *ho
appeared for evid€nce and assisled the Committee by placing their views before it.

C- DIVAKARAN,

Chaiman,

Conmittee on Public Undertakings

Thhuvananthapuam,
gth March, 2017.



REPORT

ON

KERAIA STATE WOOD INDUSTRIES LIMITEI)

AUDII PAIAGRAPF

Inadequate anangem€nrs for safeguardilg movable and immovable Assers

lnadequare maintenance of Assets records and delay in disposai of idle
Assets wer€ noticed and physical verification of Assels was not carried out.

The codrpany was inmryorated in September 1981 with the main objeclive of
production of decorative veneers, pllrrood, fumiturc etc. The Company was put
under lockout from June 1993. Though the company reopered in May 2002, it
could nor perform on accounr of conrj nuous/huge Accumujated Loss and ulrjmalely
became completely non-funcrional since 2006. The Accounts of the Company
were finalised and audited up to the year 1991-1992 which were adopred in the
Annual c€neral Me€ting held on 18th November 2008. The Accounts of the
Company were in anears fiom the year 1992-1993 oowards. Lalesi cedfied
Accounts for lhe year end€d 31st March, 1992 depicted ftat the Company had
tohl Assels of I 388.83 lakh (includiog Fixed Assets: { 276.35 lakh aod Current
Assets, Loans and Advances: I 112.48 lalh).

Even though the Company was non-functional, it still had to ensur€ that
acmunls wene maintained and the permanent Assets w€re safeguarded tbrough
penodical physical verification, anangements for watch aDd ward of the Assets and
adequate insuraDce cover The deficiencies noriced (July 2011) in this rcgad were
summarised as under:

Inadequate mointenance of Assets r€conds

The Company had the necessity to maintain .'Assets Records,, for each of rh€

Asseb with details of the Assets showing their location, original cosg

Accumulat€d Depreciation, kchdcal and engineering sp€cification of machinery

idenlification number, erc. We noticed that dle Company did not nraiotain adequate

and up to date records depicting this vital idormation. The original Asset Register

3E6D0t7.
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was not made available to Audit. Even though the equipments and spares available

in the Company were valued through an extemal agency, KITCO Linited, in 2005

to assess the market value, the loss of Assets, if any, could not be assessed in the

absence of proper rccords.

Physicol Wrification of Assets

The system of physical verificaaion of Assets at r€gular time intervals was an

essential tool of intemal control as it helped in ensuring the availability of Assets in

the possession of the Codpany at ltated location. An effective system of periodic

physical verification of Assets minimised the risks of losytheft of movable Ass€ts

and enabl€d ih€ management to takp remedial action against the detected cases ol
theft of Asrets. As per the valuation report of KITCO Limited the total market

value oI Company's A3sets was I 6.84 crore (which included t 95,84 lakh worth

fumiture and wood items). We noticed (June 2011) that the Company did not

carryout the physical verification of Assets thereafter

Inodequste secwily orrcngemen5

Proper arangement for security and watch and ward oI the movable and

imrDovable Fopenies was very esseotral to Fotect the movable as well as

immovable prope(y. The factory and rcsidential quaners of the Company were

situated on forest land on lease. We nodced that, after the complete withalrawal

(February 20m) of even the skeleton security staff deployed, no proper seqrdty

was ananged for the protection of the machinery and Curent Assels of the

Compaoy, Occufience of lir€ (February 2009)/theft of wooden inventory

(December 20Og), lheft of machinery pads (November 2010) weie reported; in the

absence of proper recods even the €xtent of loss could not be ascertained or

quantiffed.

The Company had an obligation to make adequate arangements for proper

maintenance and upkeep of lhe Ass€ts (eg. plant and machinery etc.) not in use or

not in use to their full capacity. As the Company was don-functional since 2006,
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periodical r€view oI the position of these Assets taking into account the reports of
the physical verification v,/:rs essential so as to avoid the chalces of the Assets
becoming obsolete due to lheir disus€. Tte Ajsets not iD use for long also needed

to be considered for sale. We observed the following:

. Eighty eight staff quarters and one Guest house constructed by dte
Company on forcst laltd b€came uniDhabitable due to non rnainrenance
and deterioration. Though Board oI Dirccrors of the Conpany had
decided (September 1997) to lease out the vacant quarte$ to Foresr
Department no funher action was talen in this regad,

. Effons of the Company to dispose of inveotory of logs anal other
semifinished producrs worh t 94 lakh in 2007, thmugh auction did not
maredalise as this wa! stalled by Reveoue Departoent citiDg pending
Revenue Recovery action against the Company. Even rhough ahe matter
was taken up with the covemment, it has not ye! been resolved
(November 2011). No measures $rere also taken for safeguarding tbe
i[ventory foom funher deteriorarior/theft.

lnsurance for the propenies was a cover that guards rhe Assets of the
Company againsr probable losses due to natural calamities and other reasods such
as floods, dots, theft etc. Regular and adequate coverage of insuranc€ minimised
the risk agai$t these loss€s at a nomiDal cost of insuranc€ plemium. We noticed
dlat the insurance policy hken by the Company with Kerala State Insurance

Depanment extended only up to May 1994.

DeIo! in \^tiniling up

Even though a Cov€mment appointed Committ€e recomEended

(Dec€mber 2005) for closu€ of the Company and orders were issued in this regad
(JaNary 2009) so as to avoid further financial commits€nt to Covemment the

Company could not avail the Easy Exit Scheme (EES) due to the uDwillilgnes! of
the holding Conpany (Kerala Forest Developmenr Corporation Limited), to take

over the Assets and Liabilities of the Company. Puriier orders to wind up lhe
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Company under the normal procedure (October 2010) did nor malerialise so far

(Nov€mber 2011) due to pending Sal€s Thx r€covery claim, EpF recovery claim

and other issu€s.

Govemment replied (Augusr 2011) that rhe CorDpany had mainrained a

record of Assets and in the absence of regular srafl physical v€rificarion of Ass€ts

was not feasible. Regarding disuse of sraff quarters and guest house, it was srated

that there was no demand from Forest Depannenr or any orher agency. Efforrs

wer€ b€ing made to prorect the materials and provide insurance coverage and ro

setde Sales Tax dues.

The reply oI the covemment reinforced the n€ed for immediare winding up

oI the Company. We rccommend that, the Managementcov€rnmenr should takp

necessary acion to clear the arrears in accounts, setde the statutora dues and

expedite lhe wirding up of lbe Company.

lAudit Paragraph 4.13 conrained in the repon of the Compaoller and Audiror

General of India for the year ended 31March 20111.

Note furdished by Govemnent on Audir Paragraph is given in Appendix II.

1 The Committee enquired abour the winding up of rhe Conpany and its

present position. The Witness repli€d that the Company is locked our completely

and Voluntary Retirement Scheme to the employees has b€en implemented and an

amount of { 72 lakh was disbursed among 135 employees. He also added that as

there was no financial suppon from the covernm€nt in this regard, th€ amount

required for providing VRS was mobilised by disposing off the assers of rhe

Conpany. He reveaied that there was no peding liabiliry in rhe case of reretched

employees.

2. The vritness admitted rhat due !o shorlage of stafl all records including

Ass€t Records was not updated and maintained and physical v€rificarion of assets

could not be calried out. The witness also informed thar rhere was some dispute

over the calculation of liabilities such as Sales Tax etc. To a question regarding



land and machinery, th€ witness replied thar the land belonged to rhe Forest

DepartDent and there was no €ncroachm€nt of the land. The assessment of

building cost was pending before lhe Chief Engineer and the naner would be

finalised soon. The wibess added that th€ machinerv was disDosed of bv m€ans of

Cotrclusions/Recom6endatiods

3. Considering th. €xplanation given by rhe Conpany with &gard to the
anang"ments mad€ in conn€ction trith the lockout of tte compary, the
Committee decid$ to drop the matter.

Thiruvananthapuram,
gth March, 2017.

C. DrvAKARAN,

Chaiman,
Committee on Public Undertakings.
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APPEI\-DX I
SUMMARY OF MAIN CONCLUSIONS/RECOMMENDAT'IONS

No.
Para.
No.

Department
Concerned Conclusions/Recommendations

1 3 Foresl and

Wild Lif€

Considering the explaoation given by the

Company with regard to the arrangements

nade in connectior wirh rhe lockout oI the

company, $e Commiatee decides ro drop the

matter.
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Arprxox II
NOTES FTJRNISHED BY GOVERNMENT ON THE AUDIT PARAGRAPH

Sl. I Audit

1

No. i Paragraph
Reply Fumished by Govemment

4.13 iCovemment vide Order No. G.O. (Ms.) 5/09F&WLD dakd
(2010-201r) 131-1-2009 decided to winal uD the Kerala stat€ wood

Industries Limited and implem€nt vRS to employees and the

prccess of winding up is in pmgrcss. Due to insufficiency oI

staff, all records including Asset Recorals could not be

updated and maintained and physical vedfication of assets

could not be canied oui. The Forcst Deparfient has teen

requested to provide a temporary powei and watet

connection to th€ company arnd action is progessing to

provide round the clock watch and ward in the company.

Auctioo sale of stock of materials avilable in the company is

under consideration. Amount received is decided to be

adjusted towards the arrears oI Commercial Tbxes

Depanment. Company has requested M/s United

Idsurance Company to pmvide, Insurance coverage to the

employ€es of KESWIL but they have informed deir inability

because of the fac! &at the indushf is not in good condition.

The preparation of service records of the employees were

also out souced to Ws Gurde consultants, Thiruvananthapuram

and they have submitted their repon to the previous

Chairnan and Mamging Director. on receipt of (he same

de actual benefib eligible to employees can be ascertained

and disbursed subject to availability of funds Irom

Govemment.
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