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INTRODUCTION

L the Chaiman, Conmittee on Public Undedakings (2016-2019) having been

authorised by $e Commitre€ to present the Report on ils behdf, present this Thiny
Sixth Report on Kerala Small lndustries Development Coryoration Limiled, based

on the Repo( of the Comptsoll€r and Auditor General of India fof lhe year €rded

3l March, 2008 relating to the Public Sector Undertakin8s of the Stat€ of Kerala.

The Repon of lhe Comptroller and Auditor Ceneral of India for the year

eded on 3lst March, 2008 was laid on ihe Table of lhe Hous€ on 2162009.
The consideration of the audil paragraphs included in this .eport and the

examination of the departnental witness in conneclion lhereto was made by the

Committe€ on Public Undertakings constiluted for lhe years 2014 2016 ar its
me€ting held on 6t-2016.

This Repon was considered and approved by th€ Commiltee (201G2019) at

ils meeting held on 264-20U.

Th€ Committee place on record its appreciation for the assistance rendered

by the Accountant Ceneral (A'dit), Kenla in the examination of rhe Audi!
Paragraphs includ€d in this Repon.

The Committee wishes to thank th€ officials of the Industries Deparunenr

of the Govemment Secretariaa and Kerala Small Industries Development
Cor?oration Limiied for placing the materials and informarion soliciled in
connection with lhe examination of the subject. The Committee also wishes ro
thank in parricllia| the Secretaries to Covemmenr-Industries and Finance

Depa(ment6 and ih€ officials of the Kerala Srnll Industries Developnent
Corporation Liniled who appeared for evidence and assisred the Comminee by
placing their views befor€ it

Thiruvanart}|apuram,
26th Apm, 2ll'l .

C. DIVAKARAN,
Chaimaa

Conmittce on Public Undertakings.



REPORT

ON

KERALA SMALL INDUSTRIES DEVELOPMBNT
CORPORATION LIMITED

Thc coEprry, which hsd ttc obiective of dcvetophg .d.ll rcalc

itrdustli.s itr the Stste, ovorburdclcd tho SSI utritr with t 53 lakh.

The Company, engaged in the pronotion of Small Scale Industrial

(SSI) uDits in the State. had been distribuling paraffin wu 10 all the candle

marufacturing SSI units and tiny units for the last 30 yean ln view of

possible exploitatun br private taders, the ComPany submitted

(JanuaJy 2005) a proposal 1l) Government of India (GoI) for impo( of

1,000 MT of wd under the Japanese Debt Relief Gmnt Assistance Scheme

for distributing the mal€nal at affordable price to menbe.s of the weaker

sections of the society (b€neficiaries) engaged in candle manuiacturing.

Under the Scheme, Gol sanctioned (October 2005) a Erant of mpees

rwo crore for lhe impon of wax and th€ Company utilised (Jlrne 2007)

{ 1.93 crore for lhe import of ,150 MT availing full exemprion of customs

duty amounnng to a 68.96 lakh after execution of bond with customs

authorities. During the p€riod fmm June 2007 to January 2008 th€

Company distributed 450 MT of wax to SSI unils a! a price of

? 59,000 per MT. In conncclion with the distribution of wax the Company

incuned < 13.60 lakh as additional expenditure. Audit notic€d

(Decenber 2007) that in rerpect of indig€nous procurement and

distribulion of wax, the Company adopted the practice of distributing wax

to SSI units ai purchase cost plus a 1,200 per MI as service charges.

92912017.
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In the inslant case, the Coropany. how€ver, added the exempted customs
duly also to dive at ft€ selling pnce of t 59,000 thereby overburdening SSI
unils with the expendinjre of { 68.96 la.kh no( actually iDcurred. The nel gain
acffued to the Company by overcharging the SSI unir,r with exempled cusroms
duty, after providing for malgin of { 1,200 p€r MT rowards service charges,
wmked our ro I 51 lakb. Thu,. under a rcheme for dis!flburion ot wa\, tne
Company which had the objective of developing small scale industries in the Stare
overburdened rhe SSI unirs wirh €xempted cusroms duty of I 53 takh
Management srated (July 2008) rhar lhey execured a bond for I 8t.72 takh for
release of wax wirhout payment of customs duty and if rhe customs depanm€nr
rarsed a claim on fie Company for cusroms duty ii was bound to pay lhe dury as
per bond executed. However, lhe Company could have obiained a counter
guarantee from rhe SSI units for liability towards cusroms dury.

lAudit Paragraph 4.8 contained in rhe Report of rhe Comptroller and Auditor
general of India for the year ended 3lsr March 20081

Th€ notes fumished by covemmen. on Audir paragraph a.e given in
App€ndix II.

1. The Committee observed that the Company under the scheme for
distributjor of wax 10 SSI unirs over charged the units by adding the ex€npr€d
customs duty of t 53 lakh. The committee pointed out rhat the over burden of
I 53la.khs upon SSI units coutd have been avoided if the ConDanv had oblained
a counler guaranree ftom the ssl units.

Cotrclusiotr/RocomrneDdstiotrs

2. It i! wit[ gtave coDccrl ttat tho Comhittcc obscrvcd
that thc Compeny had ovar burdolcd thc SSI Utrits wilh tbc custotns
duty thrt wrs cromptod by sdding cxpcDdituro thst wrs not &cturlly
ilcurrcd. Thc Co[mittce rcmert! thrt tte CoDpaty,s action deferts
thc vcry objectivc of dcvolopitrg SSI ulits for which it was
corFtitutcd. Thc Comrlittcc poiot' out that thc Compiry coEld htve



J

avoided tle ovcr bu.dc! otr SSI uails by obttilitrg s cotrtrtcr

gu&r&[tc6 from SSI unit! for alry lisbiltty of tho Comprsy towrrdr

customs duty, Tho ComDittcr dirccts thc ComPely to DG moro

vigila.t in t.kirg dccisiors that affcct SSI udt8 adverlcly.

Thinrvananthapuram,

26lh April, 2017.

C. DIVa(ARAN,

ChanmaD,

ConnitEe on Public Unde akings.
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APPENDIX I
SUMMARY OF MAIN CONCLUSION/RECOMMBNDATIONS

st.

No.

Para

No.

Departnena
Con.lusiotrs/Recommendations

I 2 3

2 Industfi€s

11 is with grave concern that the Commnt€e

obsefled that the Company had over burdened the SSI

Unils wilh the cusloms duty that was exempted by
adding expenditure that was nor actually incured. The

Commi(tee remarks that the Company\ action defeats

the very obj€ctive of developing SSI units for which it
was constituted. The commitlee points our that rhe

Company could have avoided the over burden on SSI

units by oblaining a counter guaranlee from SSI unirs

for any liability of the Company towards customs duly.
The Committee directs the Company to be more

vigilanr in taking decisions that affe€t SSI units
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Kerala l,egislature Secretariat
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