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', INTRODUCTION

I, the Chairman, Committee on Public Undertakings haviflg been

aulhorised by the Comminee to present the Repor on rhejr behalf, present

this Hundred and S€cond Report on the Acdon. Teken by Government on

the recommendations contained in the Tv/enty Eighth Repon of the Committee

on Public Undertalings (201G2019) relating to Kerala small IndusEies

Developm€nt Corporation Limited based on the Repon of the Comptroller and

Auditor General of India for the year ended 3lstMarch 2012.

The statement of Action Tbken by the Govemment includcd in this R€port

was cons'dered by the Committee constituled tor the year (2019-202f).

This Report was considpred aod appmved by the Commitlce at the meeting

hcld on 27-8"2019.

The Committee place on record their appr€ciation of th€ assistance

rendered to them by the Accountant General (Audit), Kerala and Secr€tary to

lndusld€s Department in the examination of th€ sratement of action taken

included in (his Repon.

Thiruvanasthapuram,

27th Augusr, 2019.

C. DTVAKARAN,

Chaimon,

Committee on Public Un lertokings.



. Report

The Report deals with the Action Taken by th€ GoverDment on ahe

recommendations contained in lhe Tventy Eighlh RePon of the comrtrittee on

Public Undertakings (2016-2019) reladng to Kerala small Industries Development

Coryoration Limited based on ihe Repon of the Comptroller and Auditot Cen€ml

o{ Iodra for the year ended 31st March, 2012.

The Tlr€nty Eighth Repo[ of th€ Committee on Public Und€nakings (201F20r9)

was presented in the House on 9-3_2017. The RePort contained 3 recommendations

and Govemment fumished replies to all the recommendations. The Cotrlmittee

(2019-2021) coDsidered the rcply r€ceh€d from the Covemment at ihe meettw

held on 15-t2019.

Ihe comminee accepted |Jle Fepues (o lhe recommendatior numbers 12 anil

14 vrilhout any remarks. These recommendations and their redies furnished by

CovemmpnL form chapter I of the RePorl.

The Committee accePted the r€ply to the remmmenalation number 13 with

mmarks. This recommendation, rhe rcply fumished ther€ on by Govemment

and remark of the Comrnittee form Chapter II of the RePo(

14532019.
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REPLY FURNISTIED BY TI{E GO}'ERNMENT ON TI{E
RECOMMEND.AflONS OF THE COMMITTEE

WHICH HAVE BEEN ACCEP]TD BY TI{E
COMMITTEE WITHOUT REMARKS

Conclusions/
Recommendations

Reply tumished by
Govemment

Industries The Codmi$ee is of the
opinioD that dle overall
functioning of the
Company sewes ro defeat
the very pu.pose of irs
existeRce. The comnitree,
oD loticing t]|e shitt in the
policy ftom the alotment
of sheMand on leese basis
to outdght sale, sxspecls
whether rhe policy of
outdght sale (ORS) is the

Committee ls forced to
view suspiciously the
Ieal motive behind Ihe
Company's d€cision to
rcduce the pedod allowed

consequence of unlealthy
compdsions fom dle
enmpnneurs to make
pecutiary benefits our of
the sale bf land, It is
highly condemnable tbat
ile campany did not take
due diligence in resuming
the defi ncvpupose deviared/
unaudDrisedly rralsferr€d
plots in rime. Tlrc

Prior to the traDsfer of
owneEhip of industrial Estates
in favour of SIDCO,
covelnmellt had allotted
land/shed to the enEepreneurs
oD Hire Puchase/Rentai basis.
Atter getting lhe owneEhip in
favou of S]DCO rhey had
follov'/ed the same procedl'Ile.
Subs€quendy SIDCO framed
an allotnent Rule on 1996 for

allotrnent of shed,4aDd on
Out Right Sal€ (ORS) basis. As
per G. O. (Ms.) No. 14l2003/rD
dned 27-1-2003, c. O. (Ms.)
No. 4U2005^D dated 2-S,200S,
G. O. (Ms,) No, 18/2007{D
dated 19-4-2007, c. o. (Ms.) No.
70/2009/ID dated 10-6-2009,
G. O. (Ms.) No. 762009/ID
dated 27-6-2009 and G. O. (Ms.)
No. 252011m) dared 24,1-2011
it was ordercd to coryert sheds
on rental basis to oRS basis
after considering the renr
amount remitted by ihe units as
the cost of shed, slDco had
conv€ned most of lhe sheds



Ior transler allotment
from ten yean to one
year. It is tsiggering
concem that in defia[ce
of the well defiDed Rules
of Allotment, the
Company has sholv€d
undue favouritism .in
resuming the defunct
urlits of prope(y and
allotting them to new
entrepren€urs afr€sh. A1l
these haw povok€d ahe

ComBi$ee to
recommended that the
allotment of shealvland
should be made strictly
in accordance with tbe
rules and violatiom if
any, shall be viewed
sedously. It is also
r€commended that
puDitive aclio[ should be
laken against the person

vrho commits such
violations,

frcm rent to ORS basis.
Besides these SIDCO had
initiated action for eviclion of
the sheds which were violated
the Rules for $e allotmedt oI
sheds. In the lighr of rhis
SIDCO had evicted 40 sheds
and r€sumed 50 cents of land
since 2005 from various
indusEial EstatesMini industrial
Estates and which wet€
re-allofted to eligible
indusaialists. Clause 16(b) of
the alloErent Rules ol 1996
fouow€d by SIDCO pmvides
for the aansfer of land/shed to
arcther industdalist. TheIe is
no clause iD the Rule to tlansfer
th€ land/shed only after
collectiDg the difference in rate.
Even, then, iDtially the
differenc€ in pric€ was
collecled from the units. Bur as
the amount delnaDded \das very
high, the entsepreneuN were
trot interested to transfer the
sarDe which lead to the idling
oI industrial plots.

The matter was taken up before
the Board of Dir€ctoN
considering th€ rep€ated
lequests and complai s of
investors and subsequendy
Dheclor Board allowed the
concession iD the chaDges on
case to case basis. When the
ialling oI utrits were noted due
to the death, insolveflcy otber
finaDcial rrisis or dis€ase of



enirepreneur, these mits were
handed over to plospectrve
investors to promote indusaies.

Moreover, the tlansfer oI units
werc rct allowed if the land
was kept idle wilhout
any cons$uctron
manufacturing activities. Th€

Eansfer vras allowed only to
those investors, who sincerely
tied to start the business by
construcring buildiog and
setting up other facilities but
who failed due to above
refened rcasons, The Sansfer
will be aUowed after
conJirming the eligibility of the
in!€stor and assessing vrhether
ahe uDit will be functroned a{ter
the Eansfer and also wiu ensue
wheder the product allow€d as
per ahe project report is being
produced. Moreover, G. O.
(Ms.) No. 70/2009,{D dated
1G6-2009 allo\a's the transfer of
unit to th€ Fospective investoE
and says that the tmnsfei can
b€ ir ormed ro STDCO aJter
such Eansfer

However, SIDCO . is not
allowing the kans{er
applications of such
industrialisrs whose allotted land
was idle in nature and not
sGned any constnrction to run
an industry, after the allotrnent.
The transfer is allowed bnly
after €nsuring the above
mentioned facts,
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]lndusbies

It is noted widl dismaYJ
that a fair a4ount ofl
confusion is Prevailingl
ovei in the area ofl
marketing suPPois 

I

rendered bY thel
Codpany. tt is vividly]
seen that the marketing I

suppon of the ComPaDYl

is Einimal and mainlyl
focusseal,4imited onl
fumirue hdustry and tol
some non MSB productr. 

I

The Committee . also

notes that the Proceeds I

fmm sates has beeni
routed to meet nevenue

expenses instead of
ushg it to acquire and

develop neri/ estates for

Lindustrial growd. The

lcorffnift€e, thereforc,

lrecomrnends that the

lcompary should focus

]on the established

lobiectives, redefine its

I acrivities, and di!€IsifY
Lits area of operation bY

limplementing neM/

lprojects 
for'ndusEial

lprogress
I

Govemtrrent vid€ G. o. (Rt.)

No. 26,201YSPD dated
28-5-2015 have accorded

sanction to Kerala Snrall

IDdustdes Developrnent

Corporation Limited (SIDCO)

for ihe supply of wooden, steel

and hospital fumiture direcdY

to all Govemnrent

D€partments,?ublic sector

Unde(akrngs/Local Seff

SIDCO is puclEsing goods

froro MSME units and

supplying goods based on the

spesfic fquest/ oders from
Govemment DePartment-s,

Autonomous Mies etc., by

Government Instiortions

ADtonomous Bodies etc.

without following tender

fornralities. Hence SIDCO is

focussing bninlY on fundtuie
it€tr|s. Moreover SIDCO is

conc€nuating on narketug
products oI MSME ufls which

are ahe prime motive of
SIDCO.

!:nder proceduFs.

Moreov€r . SIDCO is also

I concenEating on business other

ihan those mentioned in the

Goverffnent Order,
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CEATTER II
. REPI,Y zuRNISHED BY THE GOVERNMENT ON TI{E

RECOMMBNDATIONS OF T1IE COMMITTEE
WHICH HAS BEEN ACCEPTED BY TTIE

COMMITTEE WITTI REMARKS

sl.
No.

PaIa,
No.

Departnent Conclusions/
Recommendations

Reply tumished by covemmeDt

2 3 4 5

Industdes The Commiitee
observes that the
raw material suppon
Ender€d by the
Company does not
.afimct appreciation.
It is seeD that the
compaoy prefened to
suPPly wax, one of
ihe nain sale
components, mainly
to tradiDg unit5
paving the way for
them to make undue
benefits, B€sides,
there is a huge
deaah in lhe sal€ of
imn and steel when
compard to private
vendors beciuse of
ihe lacladaisical
attitude of. tbe
company lo compee
wirh local traders.
The Committee, ir
lhis situation vents
its opiniotr that lhe
procurement and
SUPPIY of rard
nat€rials should b€

After enterilg into agreeBent
in 2008 by SIDCO with
Chennai Petroleum Corporatiod
Limited, STDCO has ensued time
boud supply of parelfin wa.x to
MSME units. The market
rcquirement is aiound 600 MT
Per month, SIDCO is suppllng
360 MT average per month,' the
balance demand is met by
imported and lo\a, quality
indigeDous wax. In the case oI
supply o{ wax to lhe three big
units, these units come u[der the
MSME sector and they are the
previous dkect crustomer of CPCL
those who were getting wax
directly witiout SIDCO'S rnargin.
At the same iime tbe thr€e big
units always .emit advance, which
help them to rol the fund to
arrange supply to other depots
when they are fu shon of working
capilal. Regarding lhe discouot of
R5. 400 offercd, SIDCO inforned
that the OD lnrerest rate chaqed
by bank is around 16.25% and
SIDCO as mentioDed above urilize
the fund remitted-in-advaDce for
Foviding wax to the units with
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I

made assiduously
and in a transPaFent
way enabling th€
comPany to eam
maximum beDefits.

which they are able to bold them]
within their custober base al|d to
prevent theE from acquiring tnel
entire market. 

I

Hence it is to b€ -noted thatl
SIDCO have Dot given any undue
benefit to these parties. SIDCO 

I

did not gil€ any. corDpromis€ itrl
Iinn's obiective and aim inl
distdburing wax to lhe unitsl
rirough SIDCO'S distrid depot.l
Through distnbuiion of paraffin 

J

wax tluough SIDCO ProPer reveDuel
generation to state exchequer alsol
resulted by wa, of VAT relDittance I

to tune o{ Ils.6.44 6ore for $el
Past slx Yea$. 

I

Ircn and Ste€l I
I

The decline in sales oI Iron and

steel material ioteke bY MSME
units were mainly becaus€ of the

lavailability of dmwn wire rod in
Irlle narket at lower p.ice. The

lprice of the material from daiD

]producers like SAIL and VSP is

lmuch higher as such the qualitY

Itoo. The MSME units get dlawn

lwirc rod at their mits on credits

lbasis at mucb cheaper rate from
lprivate steel manufacrures and

llupplien frorn Raipu. Tlrc main

lproducers offer the Product not

]oDIyto SIDCOb to all the major
lMSf"G units, hence th€

lfinancialy sound units ar€ now

lsoureiog the material direcdy and

llhey are providing the dlatedal on

I credit basis to other unils. Lixe a

lDnvate suDDlier stock and sales

iruough aiiots are not pos$ble



due to fluctuating pdce trend and
minimum margin prevailing in the
lron and Steel Sector ln order to
have a footing in the imo and
steel sector s€vere competition
from markgt by way of price
slashes, SIDCO is tryiDg their
Ievel to serve. the depaftment
and institutions apart frsm
MSME units.

Raw material division is extending
maximum serviae support to all
the tiny and small units under
MSME and still act as reliable
supplier of quality material at
normal rate to these uni6 those
otherwise will be forced to act as

aocillary or outsourci4g units of
the main Jinancially sound, mafk€t
pstablished MSME units.

Rerndrkj*Th€ Comminee poiDt5 out that the ma*et at present in the state and rhe

country as a whole is entirely different from the market which existed at

the beginning of tunctioniog of th€ raw material division of SIDCO.

The open ma.rket division of SIDCO therefore was not being able also

to compete with the open marlet. The Committee is sEongly of the

vrew that maiDtaining rhe raw matedal division as earlier is one of th€

reasons for the loss incurred by the CoEpany, The Committee therefore

recommends thai the mat€rial division of SIDCO should be resEuctured

withorit any delay.

ThiruvananthapuIam,

27tI Augus! 2019.

C. DIVAXAXAN

Chairman,

Committee on Public Unde.takings.
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