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INTRODUCTION

I, the Chairman, Committee on Public Undertakings 2011-14 having been
authorised by the Committee to present the Report on their behalf, present this
Third Report on Kerala State Industrial Enterprises Limited based on the Reports of
the Comptroller and Auditor General of India for the year ended 31st March, 2006
(Commercial) relating to the Government of Kerala.

The Reports of the Comptroller and Auditor General of India for the year ended
31-3-2006 (Commercial), was laid on the Table of the House on 28-3-2007. 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 years 2008-11.

This Report was considered and approved by the Committee at the
meeting held on 1-2-2012.

The Committee place on record their appreciation of the assistance rendered
to them by the Accountant General (Audit), Kerala in the examination of the
Audit Paragraphs included in this Report.

The Committee wish to express their thanks to the officials of the Industries
Department of the Secretariat and Kerala State Industrial Enterprises Limited for
placing before them the materials and information they wanted in connection with the
examination of the subject. They also wish to thank in particular the Secretaries to
Government, Industries Department and Finance Department and the officials of
Kerala State Industrial Enterprises Limited who appeared for evidence and assisted
the Committee by placing their considered views before the Committee.

K. N. A. KHADER,
Thiruvananthapuram, Chairman,
21st June, 2012. Committee on Public Undertakings.



REPORT
KERALA STATE INDUSTRIAL ENTERPRISES LIMITED
AuUDIT PARAGRAPH

Due to a wrong fixation of tariff in respect of a particular category of
customers, the Company suffered a loss of ¥ 16.43 lakh.

As a part of its Air Cargo operations the Company has been collecting and
warehousing import/export cargo. The tariff applicable for warehousing import
cargo (U/B) was being revised from time to time and the latest revision was
effective from July 2001. The revised (July 2001) tariff prescribed minimum
charge of ¥ 100 per package up to 50 Kg. and ¥ 40 for every additional 50 Kg.
or part thereof for the first week (one to seven days). For storage beyond seven
days the tariff orders specified levy of warehousing charges from the date of
arrival of the cargo, except in the case of customers warehousing cargo for the
period from seven to fourteen days, in which case the charges were specified
only from the seventh day of arrival of the cargo.

It was noticed in audit that due to the above anomaly in tariff fixation, the
company had not been levying the prescribed tariff of 40 paise per Kg. per day
for the first seven days in the case of customers who warehoused the cargo for
the second week of eight to fourteen days. Due to wrong fixation of tariff by the
Company, customers of this particular category were enjoying undue benefit of
free storage facility for the first week of storage since the charges were limited to
the second week alone. In respect of 7433 invoices raised against the above
category of customers during the period from January 2004 to March 2006 the
benefit allowed worked out to ¥ 16.43 lakh.

Thus, wrong fixation of tariff by the Company in respect of a particular
category of customers resulted in avoidable loss of ¥ 16.43 lakh.

The Government stated (July 2006) that the rates were applicable to U/B
which were predominantly personal; in nature and the Company’s intention was
only to have expeditious clearance and not to make huge profit. The reply is not
tenable since the tariff fixed is not equitable and allowed concessional minimum
tariff for periods beyond seven days whereby the objective of expedious
clearance of cargo would also not be achieved. The anomaly is a result of
defective tariff structuring (Audit Paragraph 4.9 contained in the Report of the
Comptroller and Auditor General of India for the year ended 31st March 2006).

828/2012.
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The notes furnished by Government on the Audit Paragraph is given in
Appendix 1.

1. At the outset the Committee enquired about the audit objection on giving
concession to a specific category in import cargo clearance from 8th day to
14th day of its arrival. The witness replied that for revision of tariff rate in
2009 the company had adopted the same tariff policy which it had been
following since import cargo clearance was started by the company in 1985
and added that the same policy is being continued now. There had been
only revision in rates thereafter: the witness clarified that about 90% of
Cargo received at Thiruvananthapuram Airport are unaccompanied baggage
of Gulf Malayalees. Once consignment is sent, notice is served by airline
company and consignees can rarely clear their cargo within the first week.
Hence the consignees who cleared cargo in the second week were to pay
either the minimum charge applicable for first week or storage charge from
8th day whichever was higher. Initially when clearance facility was available
only at Thiruvananthapuram, consignees even from Kasargod had to come
all the way to clear the cargo. It was to help these Gulf Malayalees that the
management and Government together decided to fix the tariff in such a
way that people clearing cargo in the second week are not troubled and the
same policy had been continued while revising tariff rates in 2001. When
the Committee specifically asked if the concessional tariff was decided with
the consent of Government, the witness answered that the Board of
Directors including Government representatives decided the tariff
considering rates applicable in other cargo complexes in India and the
overall market trend. The witness further submitted that KSIE holds the
credit as the cargo operator providing the best service at the minimum
charge.

2. Recently the company had cut down the various tariff rates considering the
tariff trend in other airports. On enquiring whether KSIE handles more
business compared to other airports, the witness answered that since the
cargo complex at Kochi International Airport started functioning there has
been a decrease in volume of business. The witness also claimed that due
to a better service KSIE provides and the competitive lower rates at which
KSIE operates it can very well maintain its customers. When the Committee
wanted to get explained by the Principal Secretary about the decision taken
by the BOD on tariff rate for those who cleared cargo in the 2nd week, he
replied that the matter was examined and requested the Committee to accept
the explanation given by the MD. He added that considering the service
rendered by KSIE with focus on NRIs, the company should be given the
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flexibility for fixing the tariff. Principal Secretary further opined that KSIE
should be given freedom to fix tariffs by striking a balance between
customer satisfaction, commercial viability as well as competition. He
further clarified that though the specific tariff under discussion has brought
about loss, in total the Company’s far better service has enabled it to make
profit.

3. The committee accepted the explanation from the witness.
Conclusions/Recommendations
4. No Comments.

K. N. A. KHADER,
Thiruvananthapuram, Chairman,
21st June, 2012. Committee on Public Undertakings.
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ApPPENDIX |
SUMMARY OF MAIN CONCLUSIONS/RECOMMENDATIONS
Sl. Report Department
No. Para concerned Conclusions/Recommendations

No.

1 4 Industries No Comments
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ApprenDIX |l

NOTES FURNISHED BY GOVERNMENT ON THE AUDIT PARAGRAPH
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