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INT1IODUCTION

1, the Chairman, Committee on Public Undenakings (201a-2016) having

been authorised by the Committee to Present the RePort on their behalf' present

this Ninety Third Repon on Kerala State Financial Enterprises Limited based on

the Reports of the ComPtroller and Auditor General of India for the year ended

31st March, 2011 (Commercial) relating to the Gov€mment of Kerala'

The Reports of the Comptroller and Auditor General of India for the year

ended 31st March, 2011 was laid on the Thble of the House on 23-3-2012 The

consideration of the audit paragraphs included in this Report and the examination

of the departmental witness in connection thereto was made by the Committee on

Public Undertakings constituted for the period 2014-2016'

This RePon was considered and approved by the Committee at the meeting

held on 20-7-2015.

The Committee place on record their appreciation of the assistance rendered

to them by the Accountant General {Audit), Kerala in the Examination of &e Audit

Paragraphs included in this Report.

The Committee wish to expless their thanks to the officials of the Taxes

Deparfinent of the Secr€tariat and Kerala State Financial EnterPrises Limited fo!

placing before them the materials and information they wanted in connectiol with

the examination of the subject They also wish to thank in Pafiic'ular the Secretaries

to Govemment, Taxes and Finance Depar&rent and the officials of Kerala State

Financial Enterprises Limited who appeared for evidence and assisted the

Committee by placing their considered views before the Committ€e'

Thiruvananthapuram,
27th July, 2015.

K. N. A. KIIADER'

Chairman'
Committee on Public Undertokings'



REPORT
ON

KERALA STATE FINANCIAL ENIERPRISES LIMITED
AUDIT PARAGRAPH

We selected twenty Companies'from six secton based on risk analysis for
assessing trc effectiveness o{ performance in the following areas pertaining to the
period lstApril, 2006 to 31st March, 2011:

{. Deployrnent of surplus funds

.:. DisbuEement of loans

{. Borowing of funds and

.:. Payment of taxes and duties.

We noticed deficiencies and were of the opinion that they required urgent
attention of the Managements of respective public Sector Undertaking (pSUs).

Deplolment of Funds

Inconect selection of financial institutions for deployment of funds,
inappropriate duration of term deposits and avoidable deployment of funds in
Cunent Accounts resulted in loss of interest of Rs. 6.57 cmrc, as discussed funher:

Time deposits

Selection of institution

Incorrect selection of the institution for deployment of surplus funds in time
deposits by the following nin€ PSUS ignoring the rateis offered by State Tfeasury
which were better than what they carried rcsdted in foregoing of pc,ssible revenue
of fu. 3.30 crore in 399 cases as tabulated below:

Compalty

No. of
Fixed

Deposib
(FDs)

instaDces

Period
involved

Range
of FDs
(l in
lakh)

Range
of

period
of FDs
(Days)

Rate of
intcrest
(ROD

received
(%)

Altamntive
ROI

available
at Stat€

Treasury
(%,

lDt€r€st
foregole
(t in
lakh)

I 2 .t 4 5 7 I

TELK J1

January
2009 to
October

2010

40 to
300

180 to
468

2.00 to
6.25 10.00

68.08
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KSPIFCL 4A

Marcb
2009 to
March
2011

25 to
s00

365 to
730

7.00 to
8.80

7.50 to
10.00

64.35

KMML zl0

January
2009 to
March
2011

15 to
251.93

6.50 to
9.00

7.50 to
10.00

63.18

KSIDC t.63

Novem-
ber

2007 to
March
2011

1,00 to
380.14

180 to
365

6.00 to
8.00

6.75 to
10.00

TRKL 06

March
2000 to
March
2011

9.50 to
365

5.00 to
8.00

7.50 to
10.00

29.50

KURDFC 49

April
2008 to
March
2011

15.90
to

99.00

180 to 5.75 to
8.00

6.75 to
10.00

23.11

KSIE 17

January
2009 to

Nov,
2010

0.55 !o
109.38

36s
7.00 to

8.50

7.50 to
10.00

9.74

KEUTRON ,')
May

2006 to
February

2011

5.00 to
116.55

181 to
897

4.05 to
7.70

6.50 to
10.00

8.48

KFL

May
2m9 to
Febuary

2011

55.00
to

99.00
r80

5.50 to
7.00

6.75 to
8.50

8.21.

Total 399 330.37

Four Companies, namely: TELK (July 2011), KSPIFCL (August 2011)'

KSIDC (August 2011) and KMML (August 2011), stated that restrictions imPosed

by . GovemmentfTreasury, operational conveni€nce and facilities for Overdraft

(OD/Cash Credit (CC/Lener of Cr€dit (Lc)/working caPital Loan offered by

Scheduled Commercial Bank (SCBs) etc. were the major reasons for the

prefererce given to SCBs while depositing the funds.
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'Ihe replies were not acceptable as Govemmenyleasury did not impose any
restdction for withdrawal of Fixed Deposits (!-Ds) on ma&rity. lvtonetary ceiling
for premature closure could be overcome by op€ning FDs of smaller
denominations and by adopting phased withdmwal. The State Tleasury should have
been preferred for investment over SCBS as it would bave fetched better rerurns.

About TRKL, covemment (Oclober 2011) replied that they par*ed their
deposits with banks for operational convenience. The Management stated (August
2011) that they could nor monitor their deposits due to shortage of manpower. The
reason did not justify the loss of potential interest income of Rs. 29.50 lakh.

KSIE stat€d (August 20U) rhat they had switched over to deployment of
surplus funds in long-term FDs with banks because of the OD facility offered to
them while KFL replied (August 2011) that the Company could not estimate short_
term requirement of funds correcdy and therr were chances of premature closure.
The Audit point that these Companies did not beneficially deploy their surplus fund
stays, as the Tleasury did not discourage premature withdrawa.ls.

Optimal Utilisation of increasing intenest rates

Tteasury periodically revised the rate of interesl on Fixed Deposits. Regular
monitodng coupled with comparative aslressment of continued investment in
existing FDs or switching over to.new FDs, will help maximisation of inter€st on
investment. No penalty is imposed by the Theasury for premature renewal of temr
d€posits.

Delay in renewal of term deposits by KSFE on 66 occasions in line with
upward revision in interest rate (October 2008) by TFeasury rcsulred itr loss of
potential eamings of 3.47 lakh.

The Company replied (August 2011) that the delay in foreclosure of FDs was
due to the delay in gening approval ftom Boatd of Dir€ctors which rook all major
decisions. Thus, quick decision making was absent and to overcome this,
operational fteedom should have been given to functiona.l managers within specific
guidelines laid down by the Board of Directors.

The Company also ened in selection of term deposis for foreclosure which
resulted in interest loss of.Rs. 10.55 lakh. The Company .assured to evolve
appropriate methodology for foreclosures.
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Non-closure of existing FDs to redeploy funds when the Tleasury had raised

rates of i erest resulted in loss of potential interest of Rs. 69'09 lakh in KLDB

during the period from April 2005 to October 2008

The Company replied (September 2011) that prior approval of Government

was required for opening new Fixed D€Posit Account as well as renewal of

existing Tleasury FD Account.

The reply was not tenable since given the benefis involved, operational

freedom should have been sought from the Govemment subject to specific

guidelines from the Govemment.

Inappmpriate duration of deposits

Due to lack of planning, rhe following comPanics failed to deploy funds in

FDs of longer durations instead ol renewing and redepositing in FDs of short€r

durations resulting in foregoing of potential interest income of Rs' L 31 crore:

KAMCO replied (August 2011) that the Company was engaged in various

diversificatior/expansion schemes and to eusure furrd availability for the same at

appropriate time short-term FDs were resoned to.

Name
of the
Con-
pmy

Funds
Deplo-
yed in

Pedod

llwot-
ved

Initial
invest-
menl

Artr.ral

dura-
tion
of

depo-
sirs

Alter-
nauve
long-
rcnn
dlrla-
tion
aval-

lable

Rates
of

rfierctr
(actu-
ally

eamed

in
depo-

5rt5
(%)

Rate
of

inte-
re$s
for

longer
dura-
uon
(%)

Ifte-
rest

Recei-
ved

Inte.
rest
rlat

could
have
been

ved

lnte-
rcst
fore:
gone

KAI'ICO
2{!6 to

2011

2332.13
36 1274.10 1361.25 82.55

KSAC 5CA

a,tl
1965.85

t2 36 G25 !o
l0

252.U 295,8.1 4i.60

slL( scB

2011

t!0.@ 7.t 4.54 8,93 435

4107.96 t535.52 r666.02 130.s0
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lte reply was not tenable since the facility of foreclosure of deposis in
Treasury would have taken care of unanticipated cash oudlows associated with
diversification. As per the Government policy in vogue, there was no

r€sfiiction/ban for withdrawal of FDs from Tleasury.

SILK rcplied (August 2011) that absence of integrated information system

contributed to the loss and it had plans of implementation of fund management

techniques.

Currcnt Account Deposits

Avoidoble deployment of funds in Current Accounts

In nine companies viz, KFL, TELK, KAMCO, KEPIP, TRKL, KSIE,

KMML, KSIDC and KLDB, heavy accumulation of balance in Current Accounts

for long durations was :oticed. Companies with unpredictable cash flows can

reson to Flexi Fix€d Deposits (FFDS) so as to avoid idling of fund in Cunent

Accounts and also to earn interest for periods ranging from seven days onwards.

FFDs offer the twh advantage of liquidity as well as operational flexibility of

Cunent Accounts coupled with interest retums of Fixed DePosits. AII the banking

facilities attached to a Current Account lik€ fund transfer methods viz. Real Tlrne

cross Settlement (RTcs),4,lational El€ctronic Fund Ttansfer (NEFT) and Intem€t

banking fean[es are also available to the FFD account holder: without involving

any extra charge.

The total amount blocked up in Cuffent Accounts of the nine companies for

various periods ranging up to 1823 days was equivalent to the idling of Rs. 54.42

crore for one year (Annexure 18). The equated annual idling of funds ranged from

Rsl0.86 crore (KLDB) !o Rs. 14.52 crore (KAMCO). This resulted in foregoing of

interest income. In the light of the advantages of FFD account, there was a need for

these companies to consider availing of this faciUty.

KAMCO and KSIDC rePlied (August 2011) that they had opened FFD

accounts. KFL (August 2011), KLDB and KEPIP aPPreciated (June 2011) the

benefits of opening FFD Account and information relating to the progress thereon

was awaited (November 2011). About KLDB, Govemment replied (SePtember

2011) that the interest foregone was not considerable'and abour TRKL (Oclober

2011), that €fforts would be nnde to open FFDs in future.
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KMML rePlied (August 2011) rhat they had requested the banks to provide

FFD account facilitY.

KSIE (August 20U) replied thal amounts accruing in Current Accounts of

,fr" c".p-y 
","Aff"."nt 

io.riio*''"t* sansferred to oD account and the balance

in Cu,r"n, ea"oon, was minimised leading to need of additional funds'

The conective actions tak€n by the ComPanies were appreciable'

> At KEPIP, four donnant Current Accounts in SCBs were observed

dudng the period from April 2006 to February 2011 wherein balances

ranging Irom Rs. 4.00 lakh to Rs 18 00 lakh were persistendy

*"in,in"d which resulted in foqgoing Potendal interest income of

Rs. 7.51 lakh. The Company assued that short-term surplus funds

would be invested in interest bearing FDs in future (July 2011)

Maximization of rate of interest

Daily sales collections in all the units of KSBC wcre lransferrcd to ils

Current Accounts maintained with Canara Bank' Union Bank of India'

DhanalakhmiBan}LimitedandPunjabNationalBankinThiruvananthapuram.
After leaving a minimum daily balance of Rs' 2'50 lakh in the accounts' remaining

funds were Lnsferred to the Flexi Fixed Deposit Accounts maintained with the

same bank. The agreements with the banks provided for redeployment of funds to

eam maximum revenue in the event of rwision of rates of interest' The ComPany

did not have a system to daily compar€ the rates of interest that existed across dte

banksandtoredeployfundswheneverintelestratechangestherebyforgoing
intercst of Rs. 95.50 lakh during 2006-07 to 2010-U'

KSBC replied (August 2011) that fte loss was worked out by Audit without

considering the period of seven days for generation of interest' number of

transactioni in a bank account and the higher inlerest eamed by the company by

transferring fund lrom FFD account lo 'ferm Deposits with 'fteasury

The period of seven days mention€d in the reply was not relevalt to the audit

observation. Our comment was resticted to initial deployment of cash collections'

The reply with regard to transferring of funds from FFD account to-'lteasury was

not relUant as the calculation done by us Pertain€d to the Pedod when the funds

remainedwiththebanks.Wewereoft}reopinionthatKsBcwasProvidinglow
cost funds to banks.



Loan Disbursernent

Of the selected PSUs we observed.inconsistency in lending activity as under:

Non-synchronisation of due dates of loan repayment and bond redemption
(KSPIFCL) and non-revision of interest rate linked to incrcase in cost oI funds
(K'fDFC) resulted in avoidable extra expenditue on interesVshort realisation of
interest income amounting to Rs. 56.24 lakh as discussed further:

> KSPIFCL issued (Lst January 2003) redeemable 11.10 per cent bonds
wonh Rs. 200 crore for. lending to Kerala State Electricity Boad
(KSEB) at the rate of U.7S per cent. Tte bonds carried a puUcall option
exercisable on or after 1st January 2009. The loan gven to KSEB had a
repayment schedule of four half-yearly installments starting from 30th
June, 2008. KSEB repaid the first installment of Rs. 50 crore on 30th June,
2008. Though dre Company offercd to redeem bonds worlh this amount
immediately, only those holding bonds worth Rs. 1.S7 crore accepted
the Company's offer. Hence the Company could redeem the remaining
bonds worth Rs. 218.43 crore (i.e. 50 cmr€ - 1.S7 crore) only on
1st January,2009. During rhe intervening period of 194 days (from
30th June, 2008 to 31st Decemb€!, 2008) the Company had to'par*
Rs. 218.43 crore in FDs which earned intercst at the rate of g.g5 per cent
per annum. This resulted in inrer€st loss of Rs. 30.52 lakh towards
differential inrerest (U.10 per cent - 9.85 per cent) payable to bond
holders. Had th€ initial date of repayment of loan by KSEB been
synchronised with the caiVput option date, the interest loss could have
been avoided-

The Company replied (April 2011) that several anempts were made (October
2005 onwards) wi& KSEB to get the repayment schedule of loan revised but in
vain and that ihe above loss was absorbed in the overall profitability in the bond
Fansacuon:

> KTDFC decided in the Board meeting (June 2007) to revise rhe interest

rates of loans undir Aiswarya Griha Scheme sanctioned thereafter, in
tune with the increased cost of bonowings. Loan disbursed (March to
May 2006) by KTDFC to thrce parties - SK Hospital, Credence

Hospital and Paramount Photographers provided for revision of interest
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rates based on the changes in the bonowing cost of the Company The

interest mtes of these loans were revised in the Board meeting

' ' - ' tfect frorn June 2008 after a delay of 11 months
(November 2008) with el

(for the period from July 2007 to May 2008) resulting in loss of interest

hcome of Rs 25'72 lakh'

Govemment replied (August 2011) that the above three loans were housing

ldans and were sanctioned with fixed interest rates 'lte loanees objected to the

J".lrion ,o have floating rates and to avoid litigation' it was decided to rcfix the

interest late and later on bring them under floating interest rate'

The reply was not tenable because rhe loan agreements clearly indicated that

th"y *"r" .*"tioo"d as floating loans with clear provisions Ior revision of interest

rates,

BoRRowrNGs

Incffective Managcment of Loans

Ineffective management of loans resulted in

Rs. 94.01 lakh as discussed funher:

avoidable interest Payout of

Three Conpanies (TELK, UEIL and SILK) did not utilise the availatrlc funds

in their FDs/Current Account for extinguishing the Loans/CC/OD availed though

fte available funds were fetching lesser rates of interest compared to the carrying

cost of loans/CC/OD availed. We worked out that this xesulted in avoidable interest

payout amounting to Rs. 37.93 lakh (Annexure 19) as detailed below:

> DesPite having sufficient funds invested in FDs earning inkrest of

5 per cent to 5.25 per cent per annum, TELK availed LCs of 90 days

duration carrying interest commitments of 12 Per cent - 12 75 per cent

during the Period from November 2007 to August 2009 for purchases'

This resulted in avoidable interest payout of Rs 25 97 lakh'

TELK replied (August 2011) that the Company was lorced to open usance

LCs instead of sight LCs as the monopolistic suppliers insisted for th€ same'

Further, the Company could persuade the suPplie$ to accePt sight LCs ftom 2009

onwards and that lately the Company was making advance Payments tbrough

RTGS mode to avoid interest.
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The conective Action Thken by the Company was appreciable.

> UEIL and SILK failed to transfer surplus funds lying in Current
Accounts to Cash Credit Accounts, which would have helped in
avoidiog extra interest expenditure of Rs. 11.96 lakh during the period
2W7-201t.

About UEIL, Government (October 2OU) srated that the funds parked in
current Accounts were received from pubric sector Restructuring and Internar
Audit Board (RIAB) against specific undertaking that the same would not be
divened.

CC account being a standing arrangement for Working Capital, utilisation of
Working qapital assistance received from RIAB to mitigate interest burden on

. 
CC account did not amount to diversion.

SILK r€plied (Augusr 2011) thar their units were geographically and
functionally scattered and that they could not integrate the fund position of irs units
with the fund requiremenrs which atbibuted to the loss.

The reply was not .tenable because the Company should hrve developed an
integrated infomation system to ensure elfectiv€ fund management.

Non-compliance with t€rms and conditions of borrowings

> CC arrangements opened by KTDFC wilh two SCBs stiDulated that
periodical financial statements and statement of debtors shall be
furnished by the bonower to the lender, failing which penal interest,
limited to two per cent over and above the rate of interest would b€
levied. On p€rsistent default by the Company (from 2007-08 onwards)
in preparalion and submission of statements agrced upon, the rcl€vant

' penal clauses were invoked by the lenders which cost the Comoany
Rs. 36.6a hkh by way of avoidable penal inter€st.

Govemment replied (August 2011) that the non-submission of financial
statements to the banks was due to retrenchment of alnost entirc staff of the
Company and also due to the delays associald with migra.tion of dara m new
software. It was also stated that the cost of funds included penal interest charyed by
banks and the interest charged by the Compiny on loans were over and above the
cost of funds.

906/2015.
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Thus, the delay caused in submission of statement to banks resulted in the

. Company forcgoing potential profit of Rs. 36.64 lakh.

Failure to minimise cost of bonowing

KTDFC had other issues of financial mismanagement also' It had CC

arrangements with three banks but had no mechanism to ensure that CC limit o{ the

bank offering lowest rate of interest was utilised first at any point ol dme. we

worked out that the ComPany could have minimized their bonowing cost

by Rs.16.60 lakh by capitalising on the rate differeniials, but failed to do so

(Annexure 20).

Similarly, surplus funds (credit balances) were maintained in CC accounts

with cenain banks while deficit (debit balance) existed in CC account with other

banks during the corresponding period. Non-senlement of these deficits resulted in

avoidable interest payment of Rs. 2.84 lakh.

Government replied (August 2011), that absence of qualified staff in its

finance wing coupled with shortage of sta{f affected the financial affangements of

the Company adversely. It was further added dlat the Company did not incur any

loss as it gives loans at a rate higher than the rute charged by its bank.

The reply was not tenable as the lapses point€d out persisted up to 2010-11

and staffing issues were sorted out by the Company in 2007-08. Prudent financial
' management demanded minimization of cost and not covering up the inefiiciency

by passing on the burden to the unsuspecting customers.

PAYI'ENT oF TAxEs & DUTIES AND GUARANTEE COMMISSION

Paynmt oI Advance Incomc Tbx

As per Sec{ion 234 B and C of the Income Thx (lT) Act, 1961, a corPorate

assessee was to pay 90 per cent of the ux in advance when the amount of 'lax

payable excteds ten thousand rupees per annum. The Advance Tbx was payable. in

four quarterly installments between June and March of the corresponding financial

year. Excess payment of Advance Thx eamed an interest of 6 per cent per annum

until refund was received. It was observed that refund of tax took one to two years

to materialise. Similarly for failure to pay installments of Advancc Thx by specified

dat€s, interest was chargeable at th€ rate of one per cent per month (Section 234 C

of the Act ibid). However, any shordall in payment of Advance Tax in earli€r
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installmerts could b€ offset by rhaking additional payment during last insrallment
due on 15th March, by which time, Tax liability for the year would be certain. The
duration of penalty could thus be rcstrict€d to a period ;ot exceeding nine months.

We observed nine instances of overpayment ranging ftom Rs. 0.10 crore to
Rs. 15.57 crore in six companies due lo assessrnent of tax based on budgeted profit
rather than working out approximate income based on income of previous 11.5
months, a methodology which had already been recommended by the Comminee
On Public Undenakings (COPU). We worked out the associated interest loss at
Rs. 3.25 cror€ (Annexure 21).

To estimate the profit accurately, projected profit and Loss Account v/as to be
prepared on quarterly basis taking into account purchase and Sales Budgets duly
revised, ratio of expenditure to total sales and sales mnd during the conespondlng
monfts in the previous years, if any. Absence of proper functional budges or
periodical revisions or non-preparation of projected profit & Loss account on
quarterly basis led to wrong estimation of profit resulting irt excess payment of
Advance Thx.

ll was observed in KSFE that the Tbx Deducted ar Source by banks for eadr
quarter was not considered while ascertaining the tax payable 1br that quarter
thereby resulting in over payment of Advance Income Tbx.

KSFE replied (August 2011) dlat rhe criteria adopted for computing the
Advance Thx Liability was based on thd estimated pmfis as per budgets for the
year, profitability trend as well as the payment of Advance Thx for the prwious
years. However, absence of an inte$ated real time information system and non-
synchronised operation of different wings of the Company hampered timely
revision of estimates. Further, there was also demand from the Commissioner of
Income Thx, Thrissur for remitting Tbx at least equal to that which was rcmitted in
the previous year (20OG07).

About UEIL, Government (August 2011) stated that owing ro the change
over to new accounting pladom, Enterprise Resource Planning, the work of
finalising accounts for the year was delayed and &ey could not come out with
accurate figures.

KSIE admiued (August 20U) that there was some excrss payment of
Advance Thx and stated that they would review and revise.budges periodically to
minimize the Advance Tex payments to be made before 15 of Marctr every year.
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KSBC replied (August 2011) that' a higher income was estimated at the

beginning of the year to avoid the Penal interest of 12 per cent charged by IT

Department for incoffect assessment. It was also stated that the rate of interest on

excess Advance Tax offered by IT Department was high€r than the average interest

eamed by the Company from Flexi Fixed Deposit Accounts. The reply was not

acceptable as the rate offered by lT Department (six Per cent) shoukl have been

compared with the FD rates offercd by Treasury/Bank. The reply with regard to

penal interest did not hold good as discussed earlier.

About KmFC, Govemment replied (August 2011) that due to heaw anears

in finalisation of accounts coupled with unreliability of the accounting package, the

Comparry had been unable to make a reasonable estimation of the Advance Thx

payments, but the Company admitted system lapses as the cause of excess payment

of Advance Income Tax.

KMML while admitting (August 2011) the audit observation suted that the

Conpany had changed to a daily pmfit monitodng system at Prcsent which reduces

dre chances of excess/short payments'

Paymem of Incom€ Tbx

Income Thx Act does not admit all he exPenses unless they comPly with the

provisions of t}.e Act. Any payment of expense over and above Rs. 20,000 by way

of cash rather than by bank would render those expenses inadmissible The Act

also provides for deduction of Tax at Source from expenses in case of

consultancies, technical fee, etc., failing which fte Party liable to collect the Tax at

source would have to bear Thx burden. The following compani€s did not exercisc

due diligence rcsulting in avoidable Thx burden to the tune of I{s. '14.69 
lakh:

Name of
Company

Particulars
Provisions of

lTAct

Avoidable
Payment

of lncomc
'lax (t in

lakh)

1 4

KSBC

Due to non-claiming of allowable
expenses such as interest/commissiorv
professional fee etc. paid by the
Company for which TDS was
deducted

Section 40(i a) 15.26
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1 3 I

KSBC
Due to payment of expenses above

Rs. 20,000 in cash

Section zl0

A(3)
11.99

KTDFC
Due to recognition of fioitious interest

income durinq 2006-07
NA 14.44

KAMCO

Du€ to non-deduction of Tbx at

source ftom interesvcommission/

professional fee etc. paid by the

Company

Section 40

(i a)
2.2r

KMML
Due to payment of expenses above

20,000 ir cash

Section zl0

A(3)
0.n

Total 44.69

KSBC, KAMCO and KMML admined their lapses and assured to ensure

avoidance of such lapses irl future.

About KTDFC, Gov€mm€nt replied (August 2011) that recognition of

interest on the amount spent on BOT Project was in order and that the Company

was €ntitled to operate the asset over a period of time to recoup the total

expenditure incurred with return on investment thmugh user cbaryes namely rent.

The reply was not acceptable as lhere was no payment of interest by

Govemment. The Company could eam rcturn on investsnent in the form of rent.

Payment of Service Thx/Excise Duty

> Though the services rtndered by KSIE (Airport Services) were taxable

as per the r€levant Finance Acl, the Company' failed to collect/remit

Seryice Thx from the customers resulting in a liability of t 10.24 lakh.

The Company replied (August 2011) that the service tax on facilitation

charges (Rs. 1.05lakh) was rcceivable from the airlines. The uncolleaed

service tax on unaccompanied baggage (Rs. 9.20 lakh) was bome by the

ccmpany.

> As per Rute 3 of the CENVAI Credit Rules 200d a manufacnuer could

utilise CENVAT credit against the payment of excess duty. But KMML

did not utilise the entire CENVAT available to its credit during the
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period from April 2006 to February 2011 resulting in an interest loss of

Rs. .14.33 lakh.

KMML rcplied (August 2011) that it had a dispute regarding eligibility of

certain input credit with Excise DePartment and hence the CENVAT credit had

been kept unutilised deliberately so as to avoid interest liability in the event of

losing the dispute. The rePly was not tenable As per rules, interest liability existed

even if the wrongly availed credit had not been utilised.

Paymcnt of Guarantee Commission

KSPIFCL was liable to pay Guarantee Commission (GC) to the State

Gov€mment at the rate of 0'75 per cent on the amount guaranted by the State

Govemment on loans raised by the Company. Any default in payment of Gc would

attract p€nalty at the rate of 12 per cent Per annum on amount dcfaulted The

delayed discharge of liability ranging from ( 102 cmre to ( 5;64 crore for periods

extending up to 600 days by the comPany despite having sufficient funds resulted

in avoidable liability of I 1.03 crore as Penal interest. Considering the interest

realised {rom investment in FD, which was lower than the GC payable by

4 per cent to 8 per cen! th€ Company suffered interest loss of ( 41 33 lakh'

The Company admitted the situation and replied (April 2011) that they had

approached Governmeot to get the GC payable convened into equity Pafticipation

of Govemment in the Company but was rejeded (March 2010). A fufther proposal

by the Company for waiver of penal interest was pending with the Govemment

(June 2011).

Reply of Gov€mment on Companies except UElt,, KSFDC, KFL, KIJRDFC,

TRKL, KTDFC and KLDB was awaited (November 2011).

lAudit Paragaph 4.9 contained in the Report of the Comptoller and Auditor

General of India for the year ended 31 March 2011 (Commercial)1.

The notes fumished by the Govemment of the Audit Paragraph is Eiven in

Appendix II.
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, ANNFXURE 18

STATEMENT SHOWING COMPANY-WISE DETAILS OF IiIVESTIBLE
SURPLUS IN CURRENT ACCOLINTS

(Refefted to in paragraph 4.9)

(tin lakh)

,$rNExuRE 19

S1ATEMENT SHOWNG COMPANY-WISE DETAILS OF SIMULTANEOUS
. MAINTENANCE OF LOAN AND IDLE FUND

(Re&red to in paragraph 4.9)
((in lalh)

sl.
No.

Company Amount accumulated
Period of

accurmiation
(days)

Equivalent
annual

acctmulation

1 KFL 0.01 to 826.80 7 tn l36L 674.25

2 TELK O.U ro 1229.27 7 to 761 6/.L.07

3 KAMCO 0.05 to 1093.99 7 to 1729 t452.31

KEPIP 0.01 to 313.07 7 to 1729 555.61

5 TRKL 0.01 to 228.52 7 to 1823 ' 165.51

b KSIE 0.05 to 122.49 7 b 1752 425.71

7 KMML 0.04 to 2195.84 7 to 923 951.67

d KSIDC 0.01 to 826.80 7 to 1727 490.83

9 KLDB 0.01 to 87.45 7 to 1823 85.56

Total 5442.52

AveraBe rate of hterest (%)
Avoidable

InterestLoan/CC/OD/LC
FD/Current

Accouni

I 2 4

lELK 12.N t6 r2.2s 5.00 to 5.25 25.97
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1 2 3 4

UEIL 12.50 to 14.00 0.00 (cA) 6.02

SILK 12.50 to 14.50 0.00 (cA) 5.94

Total
37.93

ANNEXURE 20

ST{TEMENT SHOWING LOSS DIJE TO INEFFICIENT UTILISAI'ION OF

CASH CREDIT ACCOUNT FACILITIES KERAI'A TRANSPORT

DEVELOPMENT FINANCE CORPORATION LIMITED

(Ref€rred to in ParagraPh 4 9)

( 7 in lakh)

Period

Rate of

advantage

foregone

(o/o)

Lowest

interest

offering Bank

CC availed

from

Avoidable

Interest

Paymenr

February 2010-

January 2011

1.00 to

2.50
SBH SBT 10.52

July 2006-

January 2010

0.25 to

1.50
SBT & DBL SBH 4.46

April 2006-

June 2006
0.50 SBT & SBH DBL l OZ

lnterest loss 16.60
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ANNEXI'RE 21

STATEMENT SHOWING INTEREST LOSS DUE TO EXCESS PAYMENT OF
ADVANCE INCOME TAX

(Referred to in paragraph a.9)

(ria lakh)

lvote: Ioter€st lates adopted for interest loss computation

(1) UEIL 
-BonowinB 

rate of 13 was considered for the calculation of hteresl Loss,

(2) KTDFC-Bonowing rah of 10.25% was consi&pd lor tlE calorlation of inierest Loss.

(3) In other cases FD interest late in Tleasury was corsidered--4 (w,e.t, l-+200i/),
10% (w.e.f. 142008), 11% (w.e.f. 1-+2009) and 8% (w'e.l. 1-4-2010).

906/2015.

Conpdny
Fin.F
cial
]ear

Total

TDS

ted

Tolal

paid

Total

paid

(llng
TDS

Excri,
paro

rage

of

Dilf.ft|r
tial

lnt€rtJt
rate (ID

fale -
6%)

Dste of
Ietund/

Strtus o[

L65
of

i[terr$
till th€
d.t€ of
r€fond

Der
2011

5
6

(4+5)
7

(6.1)

0
(7r1..0

0)
l0 1t

2s.9i

5

135 l.p

UE|!
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1. To the query of the Committee regarding the delay in the renewal of term

.deposits, the Managing Director of KSFE rePlied that when there was an upward

revision in interest rate, the Board of Directo$ had decided to close Fixed Deposis

with low inter€st rate, in order to deposit them at high€r rates and admitted that the

Company had not suffered any loss by this decisiou. When th€ Committec €nquired

whether any stipulation had incorporated in the bye-law of KSFE that each and

every decision of the Company would have been taken only in a board meeting, the

witrress informed that as per the organizational structure of the Company all major

decisions were taken only after the approval from the Board.

2. The Committee disagrees with the contention of the wimess that the

Company had not suffered any loss but had gained profit and opines that there

would have been more profit if aPProPriate decision was taken in time llerefore

the Committee str€ssed th€ need for an effective system that enable the Company

to take immediate decision, inorder to avoid loss incuned due to the delay in

gening approval from the Board. The Committee also directed that a decision

should be taken regarding whether the approval from the Board o{ Dtectors, is

necessaqr for deposits, preclosure and renewal of funds.

Conclusions/Recommendations

3. The Committee is of the opinion that the failurt of the Management

ln taking appr.opriate decisions on time and lack of planning has led to the

dclay in the renewal of term deposits and thereby loss of potential earnings.

The Committee is not convinced with the explanation of the wimess that there

isn't any financial loss in the matter. The Committee further €lucidates that
rhc Company could havc gained nort profit if there was a system which

would enable to takc immediate decisions accurately without waiting for the

decision of the Board.

4. The Committle thenfore recommends that the Company should

evolve a suitable nechanism for taking quick decisions in time inorder tp

avoid loss incurred due to the delay in getting appruval from the Board of

Dirtctors.

5. The Committ€e directs to examine whether the approval of the Board

of Directors of the Gonpany is necessary for {eposis, pndosures and

rencwal of ftrnds.



19

AUDT PARAGRAPH

As per Employees hovident Fund and Miscellaneous Provisions Acf 1952

(Act) and Employees Provident Fund Scheme of 1952, for establishments engagjng

20 or more persons and engaged in notified industries, employers' contribution to

Provident Fund was 12 per cent of salary. (basic pay, DA, cash value of food

concession and retaining allowance if any), limited to Rs. 6,500 of salary per month. For

any sick industrial Company, the rate of contribution was 10 per cent. A test ch€€k

(2009-2011) of the employer's contribution to the kovident Fund in case of

thineen companies revealed t}Iat these companies instead of restsicting theft sbare

of conuibution to monthly salary of Rs. 6,500 had been contributing on the basis of

full salary in respect of employees drawing salary more than Rs. 6,500 per month.

The excess contribudons to Provident Fund thus made resulted in irregular

payment of Rs.72.93 crore (Annexure 23) in respect of the thineen companies

during the period 2007-08 to 2010-11.

Managements stated that the ceiling of Rs. 6500 under the Act was fixed

years back and it remained without change whereas the wages and other benefits

had increased considerably over the years. Accordingty, even the lowest unskilled

employees would draw in excess of Rs. 6,500 per monft. They also contended that

it would not b€ possible to recruit and r€tain work force if employee benefits wer€

reduced.

The point stays that all EPF contributions should have been in consonance

with existing statltory pmvisions.

The matter was reponed to Govemment (July 2011), their reply was awaited

(November 2011).

Audit Paragraph 4.12 contained in the Repon of the Comptroller and Auditor

Generat of India for the year ended 31 March, 2011 (Commercial).

The notes furnished by the Govemment on the Audit Paragraph is given in

Appendix u
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ANNEXI]N.] 23

STAIEMENT SHOWING EXCI]SS CONTRIBIMON'If)

EMPLOYEES PROVIDENT FUND

(Referred to in ParagraPh 4.12)

sl.
No.

Nalse of ComPanY Total Wages
Actual EPF

ConEibution

Contribution

limited to

t 6,500

Excess

Contribudon

I 2 3 5 6

I KeEla Minelals

and Metals Ltd,

1538791262 184729393 62663640 122065753

Kerala Autodtobiles

Lrd.

131164209 160S566s 8835060 7260605

? Kerala State

Finsn ial

Entrrprises Ltd.

1669955471 497165018 rs1744320 345420698

Transfotmers and

El€ciricals Kerala

Ltd.

652187892 7a262547 30r66s00 48,0p€[47

Tiavancore Cochin

Chertricrls Ltd.

498587266 59834322 25127347 347ffi75

Kenla State

Bevenges

(Manaufacturing

and Mad@ring)

Coryolation Ltd.

20ffi52424 25092465 1003m20 1506244s

7. KELTRON

Magnetics Ltd.*

7141850 857022 463692 393330

8 KEITRON

Resistols Ltdi
11977950 t4:t7354 779263 6S8m1

KELTRON

Crystals Ltd.i

2469492!, 2963391 1728r98 1235193

+ Thege companies have since beelr merged qtith KELT RoN Componcnt Complcx Limited'
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1 3

10 KEUIRON CdDpolchr

Complex Ltd.

170,976625 20517195
.87450(19

lln2ta6

l1 Plantation

Corporation of

Kerala Ltd,

287318359 34511889 13845000 20666889

t2 Kerala State

ElecEonics

Development

Co$oration Lrd.

90006s670 115927A73 64r525,11

Travancore

Titaoiom Ptoducts

Ltd.

762834()06 91485148 33642180 57842968

Toal 6862647909 1124879282 399545561 729333721

6. The Committee accepted the reply submitted by the KSF!;, but directed

that contributiols to Provident Fund should have been only in consorrance with the

existing staiutory provisions. The Committee also expressed its displeasure for the
delay that had occuned in fumishing the reply ro the audit objections to the

Committee and directed that the Tbxes Deparfinent should strictly comply the

instructions which prescribes the time limit for fuinishing lhe replies on Audit
Paragraphs.

ConclusionvR€commendations

7. The Committee observes that the excess contributions mad€ to the
Pmvident Fund account resulted in an unbalanced payment of Rs. 1,5 crlre
and the reason for such a huge gap was the inefficimt administration of ttre
responsible officers. Thereforr the Comnittee suggests tIEt all EpF
contributions should only be in coruonance with the existing staortory rulcs

and orders,

906/2015.
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8. The Committee recommends that Tbxes Department should strictly

adherc to the insouctions as regard to the tim€ limit; in delivering resPonses

on Audit Paragraphs.

Thiruvana hapuram,
27th July, 2015.

K. N. A. KHADER,

Chairman,
Committee on Public Undertokings'
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AppENDlx I

SUMMARY OF MAIN CONCLUSIONS/RECOMMENDAIIONS

i sl.
i No.
i

'1

Report
Para

No.

Depanment
Concemed Conclusions/Recommendations

4

I

i

I

I

I

I

;

I

i

I

I

3 Tbxes The Committ€e is of the opinion that the failure of

the Management in taking appmpriate decisions on

time and lack of planning has led to the delay in the

renewal of term deposits and thereby loss of
potential earnings. The Comminee is Dot convinced

with the explanation of the witness that there isn,t

any financial loss in the matter The Committee

funher efucidates that the Company could have

gained more profit if there was a system which

would enable to take immediate decisions accurately

without waiting for the decision of the Board.

lz
I

4 The Committee drercfore recommends that the

Company should evolve a suitable mechanism for

taking quick decisions in time inorder to avoid loss

incuned due to the delay in getting approval from

the Board of Directors.

3 5 The Committee dir€cts to examine whether the

approval of the Board of Dircctom of the Company

is necessary for deposits, predosures and renewal.of

funds.



;l- t
The committee observes that the- excess 

,

contdbudons made to the Provident Fund account

resulted in an unbalanced payment of Rs 1'5 cmJe I

and the reason for such a huge gap was m€ 
I

inefficient aclministration oI the responsible officers'inetticient admrmsuauQn or urt rcolrurErv

Therefore the Committee suggests ftat all EPF j

contdbutioos should only be in consonance with the I

existing stanrtory rules and orders'

The Committee recommends that Taxes Departsncnt I

shouid strictly adhere to the instructions as regaro to

he time limiq in alelivering responses on Audit 
i

Paragraphs.



25

ATPENDIX II

NO]ES FURNISHED BY GOVERNMENT ON THE AUDIT PARAGRAPHS

sl.
No.

Audit
ParagraDh

Reply fumished by Govemment

1 2

1 4.9

(2010-11)

(.1) s.fjcnotoer oiejl@ cDlo6" oldalooJlooo(Boocao'l
s.aro'lotloe, (I)'1cffi"-|6rBsl or@€6l(ID(old cucl)

acej(o)com)o fiDo6lxfut+f.

29-10-2008-6er oorntooof gorooo-f 41.s. ("i) fixtttd
489/08/"o1ot. @;e,coo €.iurn rntd{r"-I6Bgos 

"rell@(rnoa6r' 29-10-2008 q(o!d oldaDl.SJl,l[g5rB'.
(|ldoD(r)onool psrto eleldocDor'l(rloaotl 

"leJlsod)(I)oE 
ld

or(Em "6g€so4[|eJ6oi oJolos0c(n4ro'l(d 67 s.so1
c,lo6dcd6noa oc€rc(u(l)l (o"lc8o qoi"-f c*cad odql"

^Jo)lco 
Clld€d.Jl4 ff lodo'l(d (rnc€s,J6gBgccol acq(m(o-

6,firrD"ldo" €l(o(i ercBd'ooco5rrxm' ofirq|leicd6r(!|cd

egldoe. Gng@tacoo 67 s.go1 cn'lcaon nrd

6,celccuut€o" qoAdJcaol o*cml oil$i .{gdolao (I)lodo'l(d

mlcdsdjld6xmotm@ ofl (aocfi)o d'au(I)loqos o6rxc6nl'

5tetro- ar){Dooqf;i" qclcodl rxg&(qo 15-11-200&d
gslo 392-co<o- oenrcdaD" cc"o" oJ(oocqf ao)su)(outd
(o'l(Gocoto (r)cud 4641 lcJ6,coo @(rtco a,16c$oct5iko@

rsooola;coo edldod,qo o'rqlEg@oe6m: CsdcD'
o(oogi(o|u) (4Jg(oD't rrlolflDoc@ 17-11-200&cd roorm

67 nlloooruanqo c6cnu'o"rqi' 494o1 el5mon(D@
croo.Jae er'lflc €.ejd ncdolcDddo" mdalcDll@E
ac&m. co(d o-rogrool 67 rncdfldlsBeos cnad{d"J

(ullco,or'l (ocog 
"Joqo @l6cooc6m-:

c)'lcag"J o)1{o(o1
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,rJ@dol(o (rtoddeui 29-10-2008 qo)(d @c5De$mioE

oi(m(6il(T)c(d €.od tEouj1o(6)6 Gordnlo5roro olcoah$dBsi

o'aorqos (r)loo&dr (o1a)o,'l6g3co 141-2008, 22-4-2008'

3G+2008 o4nrnor Qrod 29-10-20o8-coq<o'cjo otocm

^J66!Boto) 
otdu otlo)otlegeo) orrocgoo 1zt-11-2008'

22-17-2008, 30-10-2008 d6)ml (ol@o''lasa olqf

oJgdol (r)(d&o,aq6rctot'l'

s.iuo'l (T)lodg.lr5sBu0 oldn!'l"l c'1(odooofiuo'l,,T

dJgd6!(m(6)'lcl d,mlmlqlos €c(')@(n'l(m" (o)colooc6o-ilu)

d,Celo3ofiuctJo gSrl3ca)l:ilgcolotgo (r)'l{066)- oracl)m clr(m

29-1G2008-ar cso.ruo lurgoro gslor 15-11-2008-oet

afiucdoJ- ccotg(,lolotlot (6)o(TD crouo) (r)'l6aqu0o

fiDod.!lC|l€g9(o3o,an. €.8ro"l fflco'q'J6sBoE G*c(ru-

o,JS[ 6J@€6t(moiloo@ (srosda'glgl' c5ru'6o!-

c(o)oooo)lool sroouJlo,goo a,'l5coc6floq oo)cs€(no

@qor,l rtoiro(oDl(d o)om edflc (sdeio'l ocdolcruddo'

(n(de1(oflggg(6)J6,aD d,g'ldo|o) a,cel6sBgld

odqll(6(m@aalcoel oo(m 6.so1 mlcosl"lgtlsi G*c(Iu-

odqf .,J@aol(o) olodo'l(d (r)'lcdsajldl5@{df asrucdcu-

oorc(,([loflool Goo(')ldcoo etel:r(dfl(r)- oo0'iuac5rD-'

6col'g- c,loqJc65iloq (gtosl(Iuoc(n(uoil(d G5ocdQ)" 6co-o'

orcooaqftld fifl dglCoso) (nl6cgso66Bsiao(D(B(0.lacotl

@otdo|o)m dDJco)@Jo ororofllB'ld6|(m(0i fiuo5rxrut4gS

(nldcquoo 6tcorttleoolgn qaAojcoa a!a6ql4lq5rB-

(2) 6,cenrrrot6o- qml c*cau" o,iEcmolloogg

(T)la€,s.l6dBUi o(o)@o6luo)5d6t(motlioi orm "Jlvol s's'o"l

(n"lcd.9.r6BBs6. d,celrol(r)l€6lqaldl a*c.rD" odqf
.J(I)dcnceaJo (nsorot'l(o1oBe'ld €.8co'l ojleqleJluo

eq.'sc@6roD(o)g5ln-. 5t?(l1)19- olc.ScdsiloE -'J5rEldocqmp

o.Jcoer 6,cejcolqt@6l4oioJcot G*cou- oilc96rrs

crncaen-l5stjgi oo)oo6tolosd6]cm(or'loi €,(I)l(rr'ldo" coco(ocol
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1

on(r) o.EoJo orrrn$flcotogo (dc8o) fi oe{tol6gBsl

gs6oDoa,c6rEodceo,org'l 6'fi!(r)1do" &Sord
@(Ioee{o ert'ldoe oc@oc5rD' o4qliggo)'.
roooosDi(no 1(lr{))-(0lEo 1(enn)-otleJo .rJloe 6dnsE

&celc(Uqtd€e(n-i: ctcaD- odE(m(o)leJ@ o.qc{o
.Dlca,lcar@Bqi &cerco.rutdo- rydnJcdl atc(Id
o.Jqco1o166xm@0pr4gg etceoJo o)co(oalo orJqf
&e5rt4pq6rB: fiflcds.rrsBo6 aficdrJ' o.rqmo)ld
tromrudtooll,Jligg 

"Od.o"O. "O"!:6t. clrorctlo

cr'lo6,Eor5sBoi oo6,orc0ol(o(m d,ce|col(lta& frco,l)'lgl

6@1fl qoA.lJoe (udldrdr gae-.

(3) qolgd GoBc(o) (r)'le,ofl Gns$mo-nuo6rumd4f.

eatjcno)lni efiulsdordaoo5Tno ql0f!0acdl (r)s.lFejc

@oc(6rocoil(r)c(o! eJBJaca, ojlolo6BBs6 or4f O(r)joro(ocos
sDJcaC (o)qcocdo(mo)1fif ameoorut @o1r![|€@rD95m'.
.-pl 6ro5merdoe36rlto @c5qre€os oEgnmooocrr
q<dqgacqlo (I)s.gletcojcoro(ur](T)cnf 400-acgo qgccn;

@,eld fitfiroo 6drDa6rego ggsdoca, o1o,Uc63ago

ouoo)cfiDo@(@)1(n- e€Jocd5xmo1.rl ac€trrgo(Iuo
g6lBccucq5rd cogcdgoet oro(m 6al(I}'lqos ononu)

aaoreiaglc6 o0&'l6(6roc(0 QJol6os)(n(trtunool

GYaBcobqeJcuo ollorotdBsi ood,oc?o o-dqcooo r,O$Ioag'

"J966rmotlc0o a,CejoCofiDo g6rBecotl€5lB'.

(,ocoJeql (o)oo'ld Gnrrun.lil4oec6tB' 6|(ts a&gloo)
aDdord qeor(n 6ofl3 es.rlcqaqo aoororgg@olcoo@

cec6 ofiDcp{.diaa 2014-15 aDcmxwola <l6.sro

(r)s.!le|3€6orcoi goq(o'loofiio. EqqQgJc|ld(mfl&

oc€6rcr csa 6ro6cor fifld,col oJeoo o(u)j(o)o(Dcos

esDdocooorc(i (Ir)cot6o. ao(d.do6rF olhflll) @ordmro)

dd8gloer cnJcofisegs mcoiloto "Jolsott(r)otit oao

lsraarojc.d(oqo eosrBelqo 5ri.t99' ecelcox!'lqdlc6



@c5rqe,Eld rn1<ro" ogo ojlooesnui ptBjocd6xm(o.)'1ff0o

eaAed (rna,.o1 &6rDdoc66]m@'l(oo dJ@dolao elceo

O'5rnd6)C€6tm(u)"looo .Jooccl0t do'l@ao

o,rEo61ao1qeggoc6,oro. gscool "r$ 5nfl rulcDl$Jool

oc<galnuLrecoo 6](18 odngo qgofioo oco

(6ro(u|otlegc(m)(u)3(o)(6)'t(ncqo 4n51 5nn(r\)lfi'(Anoq

@aou€' fiDl€coro 66TDdo'loeJ5@" @lotl(d fiicYogp

eDeo o,6rD6o9d6t(rDo)- delcclgo .,jEOO O4eU\q5rem"

gqa.Hc(,a a,filllsdord€oo5mo d4oo€5too nJd6noco)

oil(r)cqo alolo(u)o,cdgcul9{(u)l(I)ceJo m)oo)gcruo(o6trBglcf,

&aufitqos oC onBc(,)6{Bgi]d 'r'lcroo 
onolo6sBsa

eleloc@"t @ssrno)(ol(T)cEo ol(8o a'cersBgild €o)Joo(Qt

a,5rDd€aui (U)qoocdoco? fiDcoid5loom" @(o1ds/ldoolo'

(r)'lo6stnl5sR(,! ecelcolur'loo- Aonnj a*cau"

o'lqi@qe46rEco defluoeo'l(r)(o|oiloel rn'sao/ene"
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Covernment vide Lclter No. l0 t 1/43/201l/l'D, dated

17-12-2017 had directed the Kerala State Beverages

Corporation, to comPly sticdy with the stanrtory

provisioris otherwise it would be fieated as the

personal 'liability of the Chief Executive Officer,

Accordingly, as directed by Governnent From

January, 2012 onwards, the corPoration is limiting the

Employer's contribudon to the EPF, to the statutory

orescribed rate.
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