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INTRODUCTION

l. the Chaiman. Commiltee on Public UndeMlings (20162019) having

been aulhorised by the Committee to present the repon on iN behalf' pres€nt lhis

Twenty Eighth Repon on Kerala Small lndustries Development Corporation

Limited, bised on lhe repo( of the Comproller and Audilor Ceneral of lndia lbt
the year ended 3l Mech, 2012 relating lo the Public Sector Undeiakings of the

StaG of Kerala.

The repod of rhe Comptroller and Auditor General of lndia fbr the year

ended on 3ls1 March. 2012 was laid on lhe Table of the House on l&2-2013

The considera.ion of thc audil paragaphs in€luded in rhis rcport and the

examination of the departnenbl witness in conn€ction thereto were made by lhe

Conmi$ee on Public Undertakings constiluted for the years 201+2016.

This R€port was considered and approved by th€ Conlnitc€ (20re2019)

at ils neeling held on 2-12017.

The Committee places on record its appreciation for the assishnce rend€red

by lhe Ac.ounlant General (Audit). Kelaia, in the eramination of the audit

paragraphs inctuded in this repon.

The Committee wishes lo express thanks to the officials of lh€ Industries

Deparhent of the Govemment Secretarial and the Kerala Small Industries

Development Coiporalion Limil€d for placing the malerials and information

solicit€d in conneclion with the exminalion of the subject. Th€ Commiltee also

wishes lo lhank in panicular the Secretmies to Govemmen!, Industries and

F'inance DepartmenLs aDd lhe officiats of the Kerala Snall lndustries Developnent

Corporation Limiied who appeared for evidence ard assisled the Commisee by

placing their views before it.

Thiruvananthapuram,

91h Ma.rch. 2017.

C. DIVAKARAN,
Chaiman,

Conniree on Pdblic Undefiakings.



REPORT

ON

KERALA SMAIL INDUSTRIES DEI'ELOPMENT
coRloRllTIoN LTD. (SIDCO)

AuDn PAM6RA?H d4, {2011.12)

Role of Kerala SIDCO ar a Iacililator of Small Scale Indultn$ io Kerala

Kerala Snall Ind$slri€s D€v€lopm$l Cor!0ration Linited (Company) was incorporated

(November 1975)'- wilh lhe objectives of protecting and promoting lie interest of Small Scale

Industries (SSIS) in de State. Ih€ najor r€striclinB factorsD of Micro/smal finterprises IMSES)

in Kerala were lack of denand for th€il prodrKls/d€fici€ narketing and shodage of wo*ing

capital The activities penaining to laciliktion of MSES were carri€d out by Indus!'ial

Eslalp,?ark Division, Rau Malerial Division and Ma*etiog DMsion of tle Conpany. These

three Divisions together contribuied approxinilely 89 pel cent of total tumovpr. W€ analysed the

perfonnanc€ of dres€ Divisions to asses the role 0f the Company as a facilibtor of MSE in dte

Slate. The najor findiogs are discuss€d in de succ€€ding paragnphs.

Inftastnctun support to Sltrall Scale Indurrries

Indusuial Estate (IE) Industial Parl 0P) Division of ihe Company is msponsible fo.
providing infrasn'ucture support to MsEs. Th€ suppo( is provided in l^,0 forms, Industrial

Esratps with all infrasrrucrurt facilides and Indurtnal park where only plots are alotaed. Total

alta of Estates and Park was 322.3,18 aq€s of ntdch 258.32 acres (220.43 acres in IEs and

37.89 ac|es in Ilt uen alloled to 1374 uniG riI Mar.h 2012.

Industial Eslate Division

The Cover Dent 0l Kerala transf€rred (March 1975) sevent€€n IEs and 36 mini IEs lo t}e

Company. Sheds/land in IEs were allotled to prospecuve entepreneurs on leasC /hi!e purchase

basis. In ac€ordance wih the amendmen( (1971) to de Rules for alloment by Gov€mnent to

encourage the snall srale indusEialiss and €nable them lo b€rome t}'e ownels ol faclory sheds

occirpied by tlem in jndustrial estates, the Company gadualy shifted (February 1996) hom

allollnent ol shed,4ind on lease basis lo Ouright Sale basis (ORS). During tle period up to

$ Codpany was o.iginally incorpora@d d Kebla State SEII Ind6ries Developnen sd
Employment Corporarion lid- to vti.h !h€ 6$hile Ksala Stat SnaI lndusdi€s CoQo.atior
Ltd, was amalgmaied (March 1977).

19 As ps MSME C.Nu (2mD of MiuFy oI Mid, sdau sd Mediw Enle+nses, GOL
20 L6s F rt 6xed h6ed on c6! of ldd md dwelopFent expeNs. ADout js payable mor|Irly.

3m2417,
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March 2012, out of the alloB€d 220.43 acres of 1add, the Conpany sold off 215.35 acres of land

under ORS scheme to 1158 units. Cun€ndy, dle Conpany's rcl€ is limited ro nanagem€ of rhe

remaining 5.08 acres of land on lease under the possession of lessees for which it
incurs an annual esiablisbment expelditur€ of I 1.01 crore (March 2012). The

Company should take measures to reduce this unproductive expendiiure,

ksues in ta|rsfer of ownership

Outright sole of sheds/land

Consequent to enhancement oI land value by Covernnent (April 1994), the

Company fixed (February 1996) the price for land on hire pufchase/ORs. The

Govemment, based on the r€commendations of On€ Man Connission (November

200r) decided (January 2003) to fix ORS value oI landshed consideidg the cost

of land as on I April 1975 plus value addition @ six per cent per annum from Apdl
1975 to the alate of assignment less 75 per cent of lease rent paid.

Subsequendy, the Government decided (May 2005) to give remission of 75

p€r cent of rent paid b€forc adding six p€r c€nt for value addition. But a final

decision to accept this formula was taken only in Jaduary 2011. Adoplion o{ this

Iormula was against Rule I of Rules of Assignment oI Govemment land {or

induslrial purpose for fixing land vdu€". We noticed that in case of 91 allotments

(2005-2009), 38 lessees got the lease hold property at nil value and 53 l€sse€s at

nominal value consequent to whicb th€ company suffered Ioss to the extent of
:( 1.69 crore.

ln line with enbancement oI land value by Govemmenr in 1994 de
Company revised the lease rent of sheds/land Irom Apdl 1996. However, the

Monitoring Committee appointed (May 2005) by the covemment decided to

realise leaie re at the rate applicable at the time of application for ORS (i.e. 31

January 1996) and accordingly the Company waived (March 2007) rent anears

amounting to < 1.83 crore. As the l€ase rent was revised based on tb€ enhancemenr

in value of land, rcalisation of rent ar pre-revis€d rates lacked jusrificarion and

resulted in loss of { 1.83 crore to the ComDanv.

21 Land valu€ to include inbr6l @ rir ps eol per anmm upto date of assignmeir,
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outright tale basell ut foir wlue

Th€ Company $aned (Februall 1996) a owing ORS baicd or fat value fix€d by

nvenue authorities. We notictd thal the Company did not get tle lail valuf r€fixed

p€riodically. ln two out of 17 estates test checked, there was delay upto 12 years in

revising fair value and alloherts were made at the last available rates *hich were

far below the pr€valent fair value. Howev€r, as the fair value as on the date of

allotnent was not available, total loss on this account could not be quantilied ln

one instance wherc laii value was reviled after one month of allotmenL ihe loss

worked out to t 16.01 lakh.

Tronsfer policy p.omoting sole of inilustrial land

consequent on change in Policy from allotment of sheds/land on l€ase basis

to ORS, the Conpany sold (1996 to 2012) 95.86 per cent of the allotable area in

the Estates. Unpr€cealented aPPreciatio[ in land velu€ encouraged matry of the

ORS allottees to make profit from sale of land instead oI using it for indusEal

activity. Outtlght Purchase Rul€s 1996, provided Rde r6(b)l for transfer of

shed/land alter remitting the difrerence between the curent {alr value and value

already remitted to the Company The ComPany relaxed (November 2009) fte rule

by allowing tanslet without rcmittinS the differendal amount We observed that

this relaxation paved way for large scale trsnsfer of Ianayshed as was evident from

the transfer of 137 units during the period from January 2010 to Apdl 2012 as

against 17 units fmm January 2007 to December 2009 ln r€sPecl of 49 units test

checked, the diller€nce between fair value (which was far below the market value)

as at the date of Ea$fer and the ORS value realised was { 5 90 crore which could

have b€€n eamed by the Company, had the uansfer allotment Policy not been

Iiberalised.

one of the beneliciaries of the tiberalised transfer allotment policy was a

Director of ihe Board to whom ihe comPany alloned (May 2010) a unit at

Karumgappally estate. This unii was subsequendy tansfer alotted (October 2010)

based on hrs request (July 2010) The land included in the transaction was

22 value fired Remur Authorid6
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worth 131.68 lakh against th€ original ORS value (April 2003) of I 2.54 lakb

The Director did not bring this to the notice of lhe Boafd of DAec@rs as required

under section 299(1) of the Compades Act, 1956 for which he was liable to vacate

lhe Office of the Director und€r sectior 283 (1Xi) of the Act. Th€ transfer alloment

was hence voidabie at lhe option of the Company under section 297 (5) of

the said AcL

The Company stat€d (August 2012) that the liberalisation in resp€ct of the

amounl to be collected from the transf€r alloltees was based on the complaints

received lrom th€ industrialists. The reply \tas not correct as ih€ Company had no

mechanism to en$re thal the concession was passed on to the transferee with de
objeciiv€ to protect and promote the int€rpsts of MSES. The concession was passed

on |o the uansferor besides lhe loss to th€ Company.

Foilure to ensurc conpliance of conditions of allonnent

As per Rules 5(e) and 6(a) of Rules of Allotment of the Company, shed,4and

allotted should not be gansferred without p or permission and th€ Company had

th€ power to resum€ th€ property if lhe unir became defunctuiilis€d for other

purposeytransf e ed unauthorisedly.

' The conpany allowed aansfer allotmenf3 of 14 delunct units and si{
unauthorisedly transferr€d units instead of r€suming those units Based on

fair valu€, the Company sustained a loss o{{ 1.66 €rore.

. In three esrates visited, three allonees had not stan€d business (fo. periods

upto 32 years), 16 units remained idle for Inore than on€ year and six units

wer€ utilis€d for non-industrial purposes. The Company, however, did not

initiate action to resume possession in case of 24 units (Mafch 2012.)

. The Cornpany d€leted (June 2009) the condition in th€ sale deed that the

Rules of allotment of the Company will form its parl. This €nabled the

purchaser to transfer the sh€dland wtthout permission of tbe Company

and ulilise it even for non-indusEial purpose.

23 Transf€r by lbe onginal atlorree ro another p6on.
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The Company stated $at aansfer alloutrent was allowed to udts which

became sick due to unforeseen reasons and it could rvive considerable Nmber oI

idling units. The reply of the ComPany is not acceptable as the action of the

Company was contrary to the Rules of Allotnent. The company should have

resumeal these unils and allotted afresh to eligible enteFeneurs and preveded the

tansferor making undue advantage.

Divcrsion of sale3 prscecds

During the period 2007-2012, the Company r€alised an amount of { 6?E

cmre from outright sale of industrial shedMand. We obsery€d that the Company

utitised the sales proceeds lor working capital requir€ments consisting oI Pay and

allowance and other revenue €xpenses instead of acquiring and develoPing new

estates for ftllther promotion of industrialisation. In the absence of aoy new

projects, the Compaoy has abysmal role in the field of developnent of

in&astmcture for MsEs.

Industrial Park

In lndustrlai Park, vacant plots are allotted to prosPectrve entrePneneuN

on 90 years lease basis realising lease premiun! Lease premium \4'as fixed based

on auction.'Ihe ComPan) had seven lnduslrial Parks covering an area ot

45.82 acres of which 3789 acres had been allotted to 152 units since

2003-04 leaving 0.37 acle.

As per Rule 9 (h) of Rules for Allotment of Iand in industrial pa*'s'

proaluction was to commence within a period of t\do yeals from the date of

agleement. Funhet Rule 10 (a) provided for termination of agreemeni and

r€sumpdon of la[d if positiv€ action was not taken to stan the industry within two

years of allotment.

. In four park'zs, 82 ptots covering an area of 8.49 acres were i'lling and

producrion was not commenced for periods anging from two to six years'

sixty pF(enr ol lp":p p'Fmjdm 6 colldeo upbonr dnd bJance a0 pt (enr rr@v'dlv
irorjttmens. rot'en vejr tv rcnr of RF I/+d is also colled'd
Angmalt Shonur, Moodadi and Chdakk@

?4

25
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ln six parkx, with regard to 49 plots covering an ar€a of 5.10 acres, only
consuuction works were in progress/not completed even after one to eight
years of allotme . Inaction on the parr of the Company in resuming the
idle plots as per Rules led to poor development of industrial park. The
Company assured (August 2012) to resume rhe idle plots immediarely.

. Tlansfer allounent was Dot allow€d wilhin a period of l0 years. But, this
p€riod was reduced to 5 yeaN (May 2010), 2 years (November 2010) and
finally to one year (January 2011) thus enabling allottees to Eansler th€
plols immediately after acquisition and make prolir there from instead of
setting up indust al units.

. Spot visit at IP Angamaly revealed that there was lack of infrasructure
like boundary wall and common warer supply. Two candle mafketing
units were allotted 59.24 c€nts of which one was used as shuttle coun and
parking area and rhe sheals were kept idle for long perioals. It was also
noticed that auction had not been cooduct€d since August 2009 and land
was being allotred at the Iate fixed in 2009.

Ttansfer allotment policy adopted by the Company encouraged ingenuine
entepneneurs to make profir from sal€ of land mth€r than promoting industdal
activity, Non-resumprion of idle sheds/land aDd allotnent to new entrepreneu$
defeated the pupose of allotment. The Conpany did nor have any policy regarding
development of nerd estates. Non-utilisation of sale proceeds from outright sale for
acquisition and development of new indusrfial estates led ro non-achievem€nt of
obJectiv€ of facilitating indusrrialisarion in rural ana backward areas.

Raw matcrial Supporr

Raw material division was formed for procurement and distribution of mw
materials requircd for Small Scale units wh€n there vras scarciry of materials. The
proponion of tumover of the Division ro total turnover of ihe ComDanv declin€d
from 95 p€r cenr in 1994-95 ro 55.38 per (€nl in 2008-09. The Division inculea
net loss dunng dle period 2007-2011.

The sales mix of the Division during rhe p€riod 2007-2011 compdsed mainly
wax (47.26 per cent), bitumen (25.95 p€r cent) and iron & steel (24,66 per cent).
Wax and iron & steel v/ere rhe only it€ms that vrere in demand fron rhe Small

26 Ang{Elat SlDnu, Moodadi, .helekkara, Tljtuv@u and Athmi.
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tnalusmes Sector About 38 per cent of the tumover of the Division was from sale

to non-MSE Sector We observ€d that ihe Division supplied rav/ materials to only

1.24 per c€nt of the total MSES in Kerala a[d serv€d only two industries viz'

canalle and imn & steel out of a total of about 747 types o{ small industries

operating in the State. Despite incumng establishmeni - exPenditure of t 1 50

crore (approximatg per annum, sewice render€d by the Division was minimal on

the sector of the Slate

A detailed analysis of the items dealt with by the Division revealed the

following.

Paraffin wax is the major raw datedal required for the candle industry and

the main source of wax is Chennai PeEoleum Corporation Ltd (CPCL) After

removal of quota restrictio$, consumers direcly Procur€d wax fiom CPCL which

was affordable only for larger units and based on the r€quest of the Cornpany'

CPCL agreed (Septbmb€r 2008) to supply a minimum quantity o{ 300 MT p€r

month b;sed on lhe availability of wax to the ComPany for equitable disEibution to

units in Kerala. tt was observed ihat of the 6000 units in Kerala' thc Company

corllal cater to the requirements oI only 450 units We further noticed &at about 57

per cent of sale of wax by Emakulam Depot during October 2008 to March 2012

was to three unis of a single owner, a maior consumer/imponer/distributor of wax'

The average monthly plirchase by these uDrts was 61700 kg as against 50 to

3000kg by any siDgle MSE

The Company also supPlied wax to these units at concessional rate excluding

employee cost aful other indirect exp€nses This resul'ed in passing on undue

b€nefit of t 28.90 lath during 2008-2012

The Company stateal that the supply of wax to these units was to avoicl

parallel Eading by lhem to other small units The reply was not acc€ptable as lhe

supply of wax to trading units was detrime al to the smaller uni6 as the Company

curoiled tlre supply ro them to cater to the requilements of the trading units in full'

The Company furtler jusdfied the concession given to the units statidg that $ey

werr also MSES and were remittrng the Price in advance The reply was not con€ct

as the advance payment was compensdted by granriog special djscount

o{ < 600A,IT.



Iron & Steel

Small Scale hduslry Co-ordinarioo and Review Commiuee allocates iron &
'steel items to Small Scale Indusaies Corporations for supply to MSES as per
demand raised by rhem and allows a rebate (for m€€ting handting charg€s) of t
500 MT for quantiry lifted so tbar raw materials would be deliv€red at the site of
MSES. In addition to this, the Company procures ircn & sreel items from local
lrad€rs mainly to cater ro rhe needs of Stare pSUs.

Duing 2007-2012, the Company procured only 8336.80 MT(21.33 per cent)
out of 39092 MT off€red by the manufacturers. In this connection we observ€d rhe
following:

. Tte Company could cater to dre rceds of onty 36 unirs (3.29 per cenr)
during 2009-2012 due to lov/ demaDd rhough thpre was 1093 resisrer€d
iron & steel units in rhe Stare.

. Tfading of iron & ste€l telns sourced from pfivate traderu increased lron
629.07 MT in 2008-09 ro 1101.64 MT in 2011_12 whereas sale ro MSES
decreased from 3075.77 MT ro 12,t0.33 MT(81.75 per cent ro 48 p€r €ent
of toral rumover) during the con€sponding pedod. The company thus
acted merely as a rading agent of local supplieF and not as a facilitator of
Srnall Scale Industry.

. Sale to MSES locat€d in Emakulan (of which 21.64 per cenr of sales werc
to rwo MSES) and Thrissuf districts alone conrributed ro 83.59 per cen! of
the rufnover during rhe period 2008-2011. The Company did not serve any
ol tic unirs in othereight distflcrs where dey hdd raw mdleflal qeporr.

. Th€ Company rec€ived t 41.16 latdl during 2007_2012 rowads nominal
handling charg€s for supply of steel materials ar th€ doorsieps of MSES.
The Company, however, neirher passed on th€ same nor d€livered the
material at tb€ir site.

Tb€ Conpany stated dtar with deconirol there was fi€e avaitability of raw malerjat in tho
market and dat it was not able !o stock in bulk and sell ir a! comperilivp pric€s due to luod
conslrainh. I1 was fudler $aled thal it was giving discount of t 200MT frcm de rcbate
r€€eiv€d. We obseNed that rlis dLscount was passed 0n only hon February 2012.
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Bitumm

Though bilumen was not rquired by MSEE sale of bituneo consdtuted 25.55 per ceft

of the turmver of lhe Division duri4 the period 2007-2011. Duing th€ said perio4 the

Conpany Eaded in 12827.57 MT of bitumen valuetl at t 42.21 c|or€, The Company procrrd

bitumen ftom peEoleum companiest and supplied to IDc.l Self covernrDent Delartumts

(LSCDS). Tie magin of dle Company was dn discount Enging fton I 172 to t 1000,MT

(net of loading chaq€6) allow€d by Peaoleum codpanles.

The Compary did not take advantage of dle higher discount offered by MRPL

as corDpared io BPCUHPCL for purhases neant for four northem dis0ictf leading to loss

of I 18.40lald (up to Jamary 2012).

the Company stated (August 2012) that there wer€ restridioni to purdtase frorh

MRIL trecause of the preference for BPCL bi0imen among cllstonels and non-evailability of

lruclG at lGsargod. The reply was nol facuFlly conect as the purdEse ftoD MRPL

reBrsterd aD increase of 816 p€r cent during 2011'12 codpared to 201G11 and coffiactor

was eiSagd for UaDsporhtion of bituEen all over Kerah"

IlIe Divisiotr sered only 1,24 per cent of $e total MSB in Iftrala despite jrcuning

huge establiihment expenililulr. In the post liberalisation period, availability of raw rDatdial

was not a constnint for MSE S€c10r end hence a dedicated Divisiotr for €xtedinq ra{t

naterial support to MsEs bas lost relevance,

Mark rhg Support

Ma*eting $ppon to MSES is €xtended lhrough the llad(edng Divisiotr of the

Conpany. fhe perfomahce of the Divlsion during the period 2m7-2011 showed dlat the

Divisiotr was haking Sross Drofit h the Gnge of 8,67 per cent to 9,96 per cent and net pmfit

in th€ range of 1.22 per cent to 2.57 ler cenr

Pmduct-wisp amlFis of tumover sho&rd that 72 per cem of tumover was from supply

of fumiore to Govemment departments IPSUS h6sed on pr€fermtial Govemment orders. we

observed the followins:

27 Bher Petrolem Corpondm Llnlt d @rcL), glndsran P.tol.6 .dlsation Llilt d GIPCL)
ed Matrgalop Betuqy @d ?€F(t@icl5 Linrited (MRPI).

28 Mabppum. Kozfflode, K.tlN 6rd Wiydrad

37y2017.
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Process oI Seleation

The Company, as and wh€n requested by the suppliers empanelled th€m.

Hence tansparency and equity could no! be ensured in the selection and listing of
prospective suppliers. As a result, only three to five major latge scale supPliers

were b€nefited in each emporium of the Company.

The Company assured (August 2012) to lake necessary steps to make a

comprehensive vendor list.

Assistancc to MSES

The Company's markeling support was limited to furnitur€ industry. Major

purchases were made only from 178 units (7.80 per cent) out of 2283 fumiture

units register€d in Kerala during 2011-12. Fifty per cent of the purchases of each

€rnporiun wer€ nade from three to four units sho\ring that lhe Company could

support only a meagr€ nrmber of units. The company is also giving marketi4

support to various Eade$ to market non-MSE products deviating from its

objectives.

The Company replied that steps were being taken to serve maximum MSES.

Delay in rwision of rates and paymenb to MSES

The covernmenl did not revise th€ rates ol fumiture supplied by lhe

Company to Gov€mment Departments annually commensurate with incr€as€ in

cost of raw material and labour This resulted in tle MSES compromising the

quality of items supplied. During the year 2010-11, the average payment period to

MSES was 285 days against the maximum c.edit period of 45 days as stipulated by

MSMED Act 2006,

Th€ Conpany stat€d that r€vision of rates was under consideration of th€

State Government and thal Government had be€n approach€d for allotting

revolving fund to the Company so as to provid€ funds 1o MsEs.

The Division, however failed to extend intended support so as to ensure

marketing of MSE products at reasonable pnc€ and timely palment to th€ units.
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Conclusion

The Company, with lhe objective of facilitating and supponing Smali Scale

lndustries by pmviding infrastructue facilities and resources so as to ensure

industrial growth in the Slate, did not fulfill its objectives lnstea4 it has

diversified its activities into areas which are not rclated with the Prime objective to

serve MSES. The matter was reponed to Govemment in July 2012; ileir reply was

awaited (November 2012).

lAudit Paragraph 4.4 contained in the report of the Comp$oller & Auditor

General of tndia for the year ended March 20121.

Notes Iumished by Gov€rnment on Auiht Paragraph is given in Appendix II.

1. The Committee enquircd about tbe mle of the company in providing

infta$ructure suppon to small scale industies and nature of business conducted by

the company. The Managing Director explained tha! SIDCO has l0 Industrhl

Pa*s with 17 maior and 36 minor industrial estates. The supply of raw materials to

SSI units are the main business of the company and the comPany bought raw

materials fuom CPCL, BPCL and Cochin Refineries and the company had swplied

raw materials for an ahount of I 190 cmr€ in the last finaocial year.

2. To th€ query of the Committee rcgarding the utilization of land and

allotment of uoits in indusEial parks alld estates, the witness r€plied that SIDCO

allotted lands for promoting industies and if any of the holdem fail to operate their

units within a period of six months from the date of allounenl the land would be

allotted to new ones by the company and it was mentioned in the Sale Deed itself.

3. The Colnmittee obGerved that though the ComPany had the power to

resume the defuncl unlts, the company allottpd them lo new enFePreneurs in order

to favour the transferors so that concession was pa5sed on to them vtithout utilizing

rln plots for industrial activities. The Committee rema*ed that the ComPany had

no m€chanism to ensure that the coDcession was passed on to the transferee inorder

to protect and promote the interest of MsEs. Thetefore the cohmittee suggested

rhat tlte Company should r€sume these units and allot them to €ligble new

enEepreneurs to Prevent the transferor making undue ben€fits.
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4. The ComrDittee also observed that rhe Company had not taken ady action
to r€sume ialle plots in Industdal Parks which resulted id the non development of
the Parks. The Committee expressed suspicion in the hasty decision of rhe
Codpany in reduciog the period allowed lor ransfer allormpnt ihastically from ten
years to one year duriDg the p€riod fron May 2010 to January 2011 when rim€
limit gescrit€d for Eansfer allotrnent was exisring at that time.

5. The Committee noticed that of the two candle markering units allosed at
Alrfiamaly, oDe was used as shutde court aDd other as parking area. The Commitree
opined that SaDsfer allotment policy adopted by the Company only encouraged
ingenuine enEepreneu$ to ma](e profit from s€lp of land rather than promoting
industrial activiry. The committ€€ reharked that this action of the company
oullified the very puryose of allotment. The Committee pointed out that the
CoidpaDy did nor have any policy r€garding development oI new estates.

6. The Committee foond that r€alisation of rent at pre-revised tates instead of
r€alizing at the revised rates according to the enhanc€ment of fair value of land
r€sulted ir a fbrmialable loss of < 1.83 crore to the Company.

7. The Committee poioted out that by not revising the fair valu€ p€riodically
the Conpany fatled to protect the interest oI the covemment in ihe outsight sale.

The Coomittee observed that the Company sufler€d much loss in the outright sale
since abe allotments were made at the lowesr available rat€s which were far below
the prevalent fat value.

8. TIle Committee was astounded to note that the Company had r€laxed the
rule by alowing transfer of sheal{and wirhout remining the differential value
which r€sulted in a loss oI I 5.90 cror€ thar could have been avoided by ihe
Company. The Commis€e was of the suspicion that rhe Company liberalised the
rule Ior uduly lavoudng the allottees.

9. Th€ Comddttee observed rhat the amounr realised oD outright sale was
utilised by the Company for working capital requir€ments insread of utilising it for
lhe development of iDlrastrucnre for MESS. The Committee was of the view lhat
the utilisation oI pdze money for ailninistrad\,€ pulIrose was not fair for a firm and
ihe Company must have implemented new projecls for industial Fogress of the
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state. The Committ€e sEessed the need to intoduce ne\a' projecls and ideas for

promoting inalusaies. The CoEFitt€e commented that the Company deviated liom

iis d€clared objedives by transfedng the land possessed by th€ Company sitrc€

inception to privete padies without any conEol.

10. The Committee obsewed that lhe Company r€stricled raw naterial

support to wax and englneering industry only and marketing suppon io fmiture

iDdustry ooly and out of the 2283 regist€Ed units in Kerala the Company vras

supponing only 178 utrits. The comDittee pointed out that there is neither a

meeting oI the Board oI Dhec-tors nor an order ftom the Govemm€nt to undenak€

wo*s {or the Company. Since the activities cotrducted by ih€ ComPany has !o

Iegal satrctity its activities msy be redefined and the ConpaDy shal b€ restructu€d

so as 1o wrden i|s area of operi|tioD

11. The Principal s€cretary, Industries Deparunent informed lhat dir€ction

wss there ftom Goverlment that the indusEial area of th€ Conpany shall not be

utilised for any other puryose other than indusEies. The Principal Se$etary also

opined lhat, if lhe company utilized the defunct units for coomon lacilities like

Sodowns, wakr supply, cold storage Pollution coDEol measures, elc raiher

pernitting tlanlfer alloErents, it would be helpful for the indusry aDd the

Company to generate revenue.

conclusions / R€commendationr

12. ThG Comdinee is of lhe opinion that thc overall functiontng of rh€

Company seres to d€feat the v€ry purPose of its .ristmc€' The Commltt'c'

on noticinS th! shllt in the Policy lrom th. allotmtst of sh'd/latrd o|r l'arc

basls to outright sale, susPeclt whcthcr rh" Itolicy of ouEight sale (ORli) is tln
consequcncc of unh€althy comPubioDs fiiom lhc entnPrcneurs to mak'

p€cuniary benefit3 out of rhc aale of latrd. lt lr bighly condemnable drat lh!
company dialn't tal(€ due diilg.Dc. ln rsuditrg th' ddunctlurPod'

dcvtat€dunaurhorisedly Eansfcrud plot! in time. Th. Comdltt'e is forced to

view sBpicioudy the rtal Dotive b.hind the ComPatry'3 decfuion to rtdrrce

thr prriod allori'.tl for lr.nsf.I allotmcnt fmm t n years to otre l€ar' It il
tr'rggeling concern that in defi c. of the rt'cll defimd t\rles o' Nlotm.trq rhe

company has showEd undue lavouritism in r€sumlng thc deftDct urits of
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Foperty and allotting th€m to ner^r enutprlnellrs afresh. All these have

pmvok€d the Committee to rEcomltr€nd that the allotment of sheds/and

should b€ made strictly rD accordance with the rules, and violatjons iI any,

shal b€ vi€w€d scriously. It is also r€comm€nded that puniaive acrion should

b€ rakcn against th€ p€rson who commits such violations.

13. The Committee obsewes that th€ raw mat€rial support r€nd€r€d by
thc Company do€s not atuact appnciatiorl It is 6een that th€ company

pnl€rr€d to supply wa& one of the main sal€ compomn$, mainly to ttading
unit! paving the way fo! tlem to make unduc benefits. Besides, therc is a huge

dearth in rhc lale of irun alld st€el when compand to pfvate vendors because

of th. lackadaisical attitude of the compaly to compete with local traders. Th€

Committ.e, in this situation vcnts its oplnion that the procurem€nt and supply

of raw materials should be mad€ acaiduously and in a transpar€nt way

.nabling the company to tarn maximum benefits.

14. It is tuted with dismay that a fair amount of conlusion is prevailfug

ov€r in th€ alra of marketing support r€nd€r€d by th€ Conpany. It is vMdly
secn that the mark€ting support of th€ Codpany is minimal and mainly
focuslcdnimited on fumiture industry and to some non MSE producB. Th€
Committec also notes that the prccc€ds frcn sales has be€n rouied to me€i

rjevenue expenses instead oI using it to acquirc ard dev€lop new estates for
industrial growth. The Committee, therefore, r€commends that r||€ company

should locus on the cstablbh€d objectiv$, rcd€fine it! activiries, and div€nify
its alea of operation by implem€nting new prujccts for industrial progless.

Thiruvananthapurad!
gth March,2017.

C. DIVAKARAN,
Choirman,

Connittee on Public Undertokings.



APPENDIX I

SI'MMARY OF MAIN CONCLUSION/RBCOMMBNDATIONS

sl.
No. No.

Depanment
Concemed

Coocluslons/Recommendations

0) (2) (3) (4)

t2 Industries
Depanment

The Committ€e is of the opinion that the

overall firnciioning of ihe Company serves

to defeat the v€ry purPose of ils existence.

The Comminee, on noticinS the shift in th€

policy ftom lhe allotment of shed,4and on

lease basis to outrighl sale, susPects

whether rhe policy of outright sale (ORS)

is lhe consequence of unhealthy
compulsions from the entreprcneurs to

mak; p€cuniary benefils oui of the sale of
land. It is highly condemnable tlrat lhe

company didnl take due diligence in
rcsuming th€ d€functpurpose deviated/

unauthorisedly traNfened plots in time

The Commiitee is forced !o view

suspiciously lhe real notive behind the

Company's dccision to reduce the pcriod

allowed for transfer allotment ftom t€n

yeafs to one year. It is trigSering corcem
thal in defiance of the well defined Rulos

of Allotmettt, the company has showed

undue favouritism in resuming lh€ detunct

units of property and allotting th€m to new

entrepreneurs aftesh. AII these have

Drovoked the Committee to recommcnd
ihar the allolment of shedsland should b€

mad€ stricdy in accordance with the nrl€s'

and violations if any, shall b€ vi€wed

s€riously. It is also recommended lhat
punitive action should be taken against tbe

Derson who commits such violations
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2 Industsies
Departnent

The Committe. observes $ar the ra\ naleriat
support r€nder€d by the Company does nor
attracl apprcriarion. Tt is seen rhar $e company
prereTred lo suppty war. one of $e main salc
componenb. mainly to rrading unirs paving fie
way for them to make undue b€nefits. Besides
tfiere is a huge derrh in rne saje of iron and
sle€l when compared ro privab vendor\
b€causc of th€ lackadaisical attitude of th€
company ro conpere with local traders. The
Commrdee, in lhis situarion ven6 its opinton
that th€ procurem€nt .nd supply of raw
marerials should b€ made assiduousty and In !
transpar€nt way enablinS rhe company to earr.

3 t4 Industries
Departrnent

L is noled with dismay ll|at a fair amount of
confusion is prcvailing over in the area of
marketing supporl r€ndered by rh€ Company. Il
rs vividly se€[ rhat rhe rnark€ring suppoa of rhe
LompMy is minimal and majdy focussed/
hniied on fumirure industry and ao some non
MSB products. Tb€ Committe€ also notes rhar
the proce€d6 ftom sales has been routcd to meer
revetue expenses inst€ad or using ir !o acquire
and develop new eslalFs for hdusrriai srowlh,
The Committee, th€refore, rccommendr ihat lhe
company should focus on rhe esubtished l
objectives. redefine irs acrivili€s, and div€.sifv I

rls area of op€Talion by imptemenline ne; ]
proje.ls lbr industrial proeress. I
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