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INTRODUCTION

I, the Chairman, Committee on Public Undertakings (2006-2008), having
been authorised by the Committee to present the Report on their behalf, present
thisThirty Eighth Report on Kerala State Cashew Development Corporation Limited
based on the Report of the Comptroller and Auditor General of India for the year
ended 31st March, 2003 (Commercial) relating to the Government of Kerala.

The Report of the Comptroller and Auditor General of India for the year
ended 31st March, 2003 (Commercial) was laid on the Table of the House on
28-6-2004. The consideration of the audit paragraphs included in this Report and
the examination of the departmental witness in connection thereto were made by
the Committee on Public Undertakings constituted for the years 2006-2008.

This Report was considered and approved by the Committee at the meeting
held on 17-9-2007.

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 Cashew Development Corporation
Limited for placing before them the materials and information they wanted in
connection with the examination of the subject. They alsowish to thank in particular
the Secretaries to Government, Industries Department and Finance Department
and the officials of Kerala State Cashew Development Corporation, who appeared
for evidence and assisted the Committee by placing their considered views before

the Committee.

MANKODE RADHAKRISHNAN,

Thiruvananthapuram, Chairman,
19th September, 2007. Committee on Public Undertakings.



REPORT
KERALA STATE CASHEW DEVELOPMENT CORPORATION LIMITED
AuDIT PARAGRAPH
Wasteful Expenditure:

The injudicious decision of the Company to carry out modernization and
renovation work on three factories under orders of transfer to private individuals
resulted in wasteful expenditure of Rs. 29.99 lakhs.

The Company, engaged in the business of processing raw cashew nuts,
had 34 factories under its possession, which included 16 factories requisitioned
by Government from private owners under the Kerala Cashew Factories
(Requisitioning) Act 1979. This Act was amended (1985) enabling the
Government to extend the validity of requisition of private factories for a period
of five years at atime. The owners of three requisitioned factories (Neduvathur,
Ezhukone and Kallambalam) challenged the amended provisions in the respective
cases (16424/1994, 553/1996 and 2631/1998) filed before the High Court of Kerala,
at the same time praying for restoration of ownership of the factories to them.
The High Court (Single Bench) ordered (September 1997) restoration of two
factories to the owners and the Company’s appeal against the judgement before
the Division Bench was also dismissed (September 2001). While pronouncing
the above judgement the Division Bench directed the Company to hand over
the third factory also along with the other two factories. The decision
(November 2001) of the Supreme Court in the Specia Leave Petition (SLP) filed
against the orders of the Division Bench was also in favour of the private
factory owners. The three factories were ultimately handed over (April 2002) to
the owners.

It was noticed in Audit that during the intervening period between the
judgement of the High Court of Kerala in September 1997 restoring ownership to
the private factory owners and confirmation of the decision (September 2001) by
the Division Bench, the Company undertook modernisation and renovation work
in these three factories at a total cost of Rs. 29.99 lakh. The decision of the
company to undertake modernization and renovation work in the three factories
which were under orders of transfer, was not judicious and resulted in wasteful
expenditure of Rs. 29.99 lakh.

Government stated (August 2003) that the modernisation works were done
in al the factories without differentiating whether the factories were own or on
lease and urgent repairs/construction was essential without which cashew
processing was not practicable. The reply is not acceptable since the High
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Court had already decided in favour of the factory owners and undertaking
extensive repairs and construction works of capital nature on factories under
orders of transfer, was against the financial interest of the Company.

[Para 4.7 contained in the Report of the Comptroller and Auditor General
of India for the year ended 31% March 2003 (Commercial)]

The notes furnished by Government on the audit paragraph is given in
Appendix II.

(1) The Committee wanted to know the details regarding the
modernisation work carried out in the three factories under orders of transfer by
the court to the owners. The witness explained that no modernisation work in
the real sense of the term was done and only certain minimum renovation works
were undertaken taking into account of the pitiable condition of the factories.

(2) The Committee enquired whether the court had given permission to the
company to construct permanent buildings in the factories which were ordered
to be handed over to the private owners. The Committee also pointed out that
construction work had been carried out in the factory at Neduvathoor even after
the High Court and Supreme Court had ordered transfer of the factory to its
owner. To a specific question of the Committee, the witness informed that no
new machinery were purchased but only the sheds were modernised. The
Committee pointed out that if the private owners fail to open the factories within
four years, Government can take them over as per the conditions provided in the
court order. The Committee wanted to know why during the intervening period
between the judgement of the High Court of Kerala restoring ownership to the
private factory owners and confirmation of the decision by the Division Bench,
the Company spent Rs. 19 lakhs for constructing a permanent structure in the
factory at Neduvathur. The Principal Secretary, Industries Department informed
that it may be assumed that the work was done in order to strengthen the
case. The Committee suggested that the company should have fulfilled the
conditions laid down in the Acquisition Act, if it wanted to retain the factory. To
another question, the witness replied that the company owns only 10 factories
out of the 30 factories where modernisation work had been undertaken using the
fund sanctioned by Government. The Committee remarked that the Government
had sanctioned funds for modernisation of its own factories and not for the
factories taken on rent. The Committee questioned the right of the company to
build permanent structures in the Neduvathur factory.

(3) The Committee learned that the court order enables the company to
recover the amount spent by it in the factories returned to the private owners
and enquired whether any effort had been made to recover the amount.
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The witness informed that the company had filed cases in the Court at Attingal
and Kottarakara to recover the amount. The Committee wanted to be furnished
with the latest position of the case urgently.

ConclusonsRecommendations

(4) The Committee finds that Kerala State Cashew Development
Corporation Ltd. had constructed permanent building at the factory at
Neduvathur and conducted modernisation and renovation work in its factories at
Ezhukone and Kallambalam spending nearly Rs. 29.99 lakhs, during the
intervening period between the judgment of the High Court of Kerala restoring
the ownership of these factories to its owners and confirmation of the decision
by the Division Bench, ignoring the fact that these factories were under
orders of transfer.

(5) The Committee finds that the works amounting to nearly Rs. 30
lakhs, including the construction of permanent building at Neduvathoor, was
undertaken to benefit the private owners. The Committee desires to be
informed of the officials responsible for taking decision in this matter and
recommends that strong disciplinary action should be taken against the
concerned person.

(6) The Committee also finds that in the order of the High Court in the
writ appeal, it was specifically directed that for the improvement made the
company can seek remedy in the appropriate Court of Law and is entitled to
claim compensation from the owners towards the improvements made in the
factories.

(7) The Committee desires to be informed of the action taken in this
regard, and whether the claims for compensation was awarded in favour of the
company.

MANKODE RADHAKRISHNAN,

Thiruvananthapuram, Chairman,
19-9-2007. Committee on Public Undertakings.
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ApPPENDIX |

SUMMARY OF MAIN CONCLUSIONSRECOMMENDATIONS

9.
No.

Para Department

No.

concerned

Conclusions/Recommendations

(1)

2
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Industries

The Committee finds that Kerala State Cashew
Development Corporation Ltd, had constructed
permanent building at the factory at Neduvathur
and conducted modernisation and revovation work
in its factories at Ezhukone and Kallambalam
spending nearly Rs. 29.99 lakhs, during the
intervening period between the judgment of the
High Court of Kerala restoring the ownership of
these factories to its owners and confirmation of
the decision by the Division Bench, ignoring the
fact that these factories were under orders of
transfer.

The Committee finds that the works amounting to
nearly Rs. 30 lakhs, including the construction of
permanent building at Neduvathur, was undertaken
to benefit the private owners. The Committee
desires to be informed of the officials responsible
for taking decision in this matter and recommends
that strong disciplinary action should be taken
against the concerned person.

The Committee also finds that in the order of the
High Court in the writ appeal, it was specifically
directed that for the improvement made the
company can seek remedy in the appropriate
Court of Law and is entitled to claim
compensation from the owners towards the
improvements made in the factories.

The Committee desires to be informed of the
action taken in this regard, and whether the claims
for compensation was awarded in favour of the
company.
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ApPeEnDIX ]

NOTES FURNISHED BY GOVERNMENT ON AUDIT PARAGRAPH
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