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INTRODUCTION

I, the Chairman, Committee on Public Undertakings (2016-2019)
having been authorised by &e Committee to present the Repon on their
behalf, present this Eleventh Report on Kerala Electrical and Allied
Engineering Company Limited based on the Report (commercial) of the
Compnoller and Auditor General of India for the year ended 31 March ,2013
relating to the Public Sector Undertakings of the State of Keraia.

The Report of the Comptroller and Auditor General of India for the
year ended on 31" March 2013, was laid on the Table of the House on
16.6.2014. The consideration of the audit paragaphs included in this Report
and the examination of the departmental witness in connection tiereto was
made by the Comnittee on Public Undenakings constituted for the years
2014-16.

This Repon was considered and approved by the Commitree(2016-19)
al its meeting held on 04.11.2016.

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

The Committee wish to express their thanks to the officials of the
Industries Department of the Secretariat and the Kerala Electrical and
Allied Engineering Company Limited for placing before them the
materials and information they wanted ir connection with the examination
of the subject. They also wish to thank in particular the Secretaries to
Govemment, Industies and Finance Departrnents and the officials of the
Kerala Electrical and Allied Engineering Company Limited who
appeared for evidence and assisted the Committee by placing their views
before the Committee.

Thiruvananthapuram,
.....04...rr. zoro.

C.Divakaran
Chairman,

Committee on Public Undertakings.
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REPORT ON

AUDIT PARAGRAPH

Non-refund of Excise Dutv

Failure to claim refuld of Excise Dutv withi! the time limit Drescdbed

resulred in loss of t 44.58lakh.

Kerala Eleceical ADd Allied Engineering Compary Limired (Company), ls

a registered manufamrrer and supplier of transformers of differcnt ratings to

various electricity utilities including Kerala State Electriciry Board (KSEB).

During 2008-2012, the company sold 16581 hansformers of various capacities

(25 KVA to 5 MVA) for a 174.92 clorc to bulk conslmers: As per the terms of rhe

purchase orders, the prices of transfomers were variable based on the raw matedal

price index published by Indian Electronic and Electrical Manufacrurers

Association (IEEMA). The Company was remitting excise dury at the purchase

order price on removal of transformers. At lhe time of removal the above 16581

transfome$ from tbe factory premises, dle Company remitted t 14.91 crore

toward excjse duty on dle purchase order value.

In respect of these transformers, however, the actual sale price was to be

rc-fixed at a later date as fte IEEMA rates for a partic1rlar mond would be lglown

only later. Thus, the actual excise dufy was assessed at a later date when the final

sale price was fixed. The difference in duty had to be renifted or refund claimed,

as the case may be. In case of refund, the claim had to be preferred within the time

limit of one year fiom date of payment of excjse duty as stipulated in Sectioo 118

oI the Central Excise Act, 1944.

FcbI/AV/PUgD.n/ Eklri.d And Allied Engineri.g /4-1G2016



On scrutiny of the records, Audit noticed that:

. On re-fixing the price of these transfomers, based on IEEMA price index, the

final price of 8322 number of ransformers was loleer than the purchase order

price by I 538.29 lakh. The excise duty paid on this difference was { 44.58Iakh.

Thus, the Company was eligible to ger the duty refund from the Central Excise

Depaftnent, if daimed wiftin one year

. The Company, howevet applied (November 2010 to June 2012) for refu[d of the

excess paid excise duty of { 44.58 la}h belatedly afrer a lapse of Elore rhan one

year fom the date(s) of payment of duty. All the refund claims were rejecred by

Cenfial Excise Department ciring delay in preferring the claims. The delay in

raising claim for refund beyond de time limit fixed in the Sraue cannot be

condoned on any account. Thercforc, the chances of allowing the rcfund claims

even in appeals are remote. As such, failure of the Company o prefer the refund

claims within the stipulated time of one year resulted in loss of a 44,58 lakh.

The Company replied (September 2Of3) that there was significanr delay ln germg

infomation of the refixed price folm KSEB on the basis of IEEMA formula. As a resulr

of ftis, time limit of one year for preferring claim for refund with Excise Departnent

could not be complied wirh.

llle reply was not acceptable. As rhe IEEMA index was publicly available the

Company should have itself refixed rhe price without depending on KSEB and prefened

the clafn for rcfund.

The matter was Epolted to the Govemment in September 2013: their reply was

awaited (January 2014).

lAudit paragraph 4.7 contained in rhe repon of the Comptloller and Auditor Geoeral of

India for dle year ended on 31s' March 20131

Notes fumished by the Go\,r.on rhe audit paragraph is given in Appendix II
1. The Committee enquired the reason for not claiming the refund of excise duty

within the sripulated rime of one year which had resulted irl a loss of ? 44.58 lak:h. The

Managing Direcror, KEL rcplied thar there was an inodinare delay in getring the

information of the refiled price from KSEB on the basis o IEEMA formula. When rhe

ft bl!AV/PUC/D.R/ Et(trjcat Ard Alti.d EngiFedog /4-tO-2016



committ('e poinlod out tie audil observaljon fial fhs comPaty \^'as able lo get Ole

infomration of plice fixarion loln soutces other than KSEB' it was explained hat KSEB

could nol pass the bill if the rates based on the prices knovn frcm oulside sources were

claimed and therefore, the company was able to claim the refimd only on the prices based

on the purJras€ orders issued by KSEB'

2''TheCorirmitteewasnotful]yconvincedwiththe.argumentsofrhewitness.

Therefore the CoEunittee wanted to be pmduced with ore details of said purdlase oder

issued by KSEB and also to mak€ clear the ProvisioDs included in the purchase order

regading the loss incured by lhe Company due to the delay in getting intimarion of the

refixed price frcm KSEB The witness infomed that this was &e ft$ dme dey had

encounteledsuchasituationandthecompanyhadalreadyfiledanappealbeforede

Commissiouer of CentralExcjse and Service tax (Appeal) for getting a iavorable decision

withour much delaY.

3. The Principal Secretary, Industries Department opined dlat the exc€$ arnount

would be refunded immediately whm KSEB announced the rvised Price'

4. Djsagreeing with the Depaltnent's stand' dle Deputy Accountant Genenl opiDed

that l}Ie company was not eligible for getting the Iefund of er<cise duty since th€y had

failed ro claim it within ttte stipulated time of one year' She also added that since the

IEEMAindexwasavai]abletotbePublic,thecomPanyitse]Jshouldhaverefixedtheprice

without depending on KSEB

5, 'lhe uommlltee unos tndr urE uuurPo'J 4@ Er,-'---J

nolms in Prefering daim for dle refund of excise duty intime Mea$while the comminee

Ieams that owing to the late intimatloD of IEEMA index from KSEB' the company K not

inapositiontoclaimthercfundofe{cisedutywithhthestbulatedperiodofoneyeal
and this corigendurtr [eeds to be coEected permanently Theltfore' it is recommended

r]Iat, in future, the Cornpany should tly hard to get the pdce of i$ produds reassessed

based on the raw matelial price inds< of lndian Electronic and Elect cal Manufacturers

Assoclation (IEefrA,A) and explore the possibility of getting revised Btes quaJterly' so that

rhe Company can submit timely claims for quanerly refunds'

al*Inttn.. fat that the coErpaDy has mjserably failed to comply wifi excise

ThiruvananthaPuram,

C. DJVAKARAN,

Chaitrnai'

Comrnfttee on Public Undertakings'
.2016.

FcblUAvrPUC/D-tu Ec dti.al And Atli'd En8inErjng /1 l(! 2or 
"



z
e

I

I
6

+

ai

z
a\J>
zdO'd
c,zVrVo x.zJ

t4o

GIzt-

6z

e
E
a,
ozq

ttlo
3
E
zo
E
oz

2

To;139$lEE:c-sa:l
5;g+E'qgl
e4EA.*TElXoo'OH'oI

eSiaEseld E F E ! s el
:titEOo^=lrD:Jo,xv-l

Evi- A s T llgii.:'lxgi
E,.+X!!q€:+:1",0s,8;x b E e.a -
EiEFbFgTF,;e€<E9 t 6 J.Z'd o'_

Ep'uE;iE;q€eaFgd3lZc'+rLi6EFi6a
E3.:3Egs+FiEeae
eH{3ii1
iEZE'*'\d
-Fi,iH:9_

EAEHigS
? ; ? g g6 s'
ePltl6:;auAi*b
1''aF'?e;

o



6

Failure to clairn refund of excise dutv witnrn

lhe time limir prescribed r€sulring in loss of
Rs.44.58 lakh.

Kerala Eleclrical &Allied Eugineering

Conlpany Ltd, Kochi is a regisrered

manufacturer of transformers and structuEt

supplying transforners of different rating to

various elcctricity utiliries. During 2008-12, the

Company sold 16581 tmnsfoflners of vanous

capacities (25 KVA lo 5 MVA) for Rs, 1i4.92

crore to bulk consumers. As per terms olthese

purchas€ orders, the prices of Aansformers

were variable based on lhe raw malerial price

index published by Indian Electronic and

Electrical Manufacturers Association

QEEMA).

Tmnsformer is an excisable commodity the rate

of duty and tariff value applicable should be

rate and value in force on the date when such

goods were removed from the factory.

Therefore the cornpany was remining excrse

duty at the purchase order price on removal of
tmnsformers from thc Company. At the time of
rernoval of the above t6581 tmtlsformbrs, the

company remitted Rs. 14.91 crore towards

excise duty on the purchase order value.

In respect of these tansformgrs, howev€r the

actual salg price was to be re-fixed at a later

date as the IEEMA ntes for a particular month

would be known onlv later.

Conlpany Ltd is dle registered oranufacfurer of
transformer and supplying distribulion

Uansfolmers to various Electricity Borrds,

KSEB is the rnain custoner during this period.

Chief Engineer (SCM), KSEB. Vydyufii

Bhavanam, Thiruvananthapuram aeleases the

purchase orders to the company with pric€s

variable as per the lndian Ele4tronics and

Kcr:rh [,lecrrrcal & AIlicd FrrgiDeering

Elecrrical Manufacturers Association (IEEMA)

fonnula and with olher terms and conditions.

KEL has to supply hansforme.s ro varpus

Stores ofKSEB at Tirumala, pallom, Angarnaly

& Shornur. Their bills against the supplies of
lransforDers will be verified by coocernec

KSEB Slores and it is forwarded to concerned

clrcles ai Kattakada, Pallom, Perumbavoor &
Shornur. Deputy Chief Engineers of the above

circles will pass bills a5 per purchase Order

Conditions and will again forward to Chief

Engineer (SCM), KSEB. Vydyurhi Bhavanam,

Trivandrum for effecting payme t.

Thefe was significanr delay in

gerting intimation to the re-fixed price and ne
PV recovery Slalenrent from KSEB on de basis

of IEEMA Formula. After conpletion of

execulion of the purchase order only, KSEB

will take aclion for re-fixing rhe basic price

according to IEEMA fonnula and it tak€s long

periods for reieasing lhe price variation order

from Chief Engineer (SCM) Office al
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excise duty was assessed at a latEEGlnen Thi.u u"na nrha pu'a'n. AftiliJeus i-iEliiJii-
the final sale price was fixed. The difference j0

duty had to be remiftei or refund claimed , as

tne cas€ may be. In case of refund, the claim

hrd to be preferred within the time limit of one

year from date of payment of excise duty as

stipulated in Section llB ofthe Central Excrse

Act, 1944.

Orl scrutiny ofthe r€cords, Audit noticed thar:

On refxing the prige of these bansformers,

based on IEEMA price index, the final price of
8322 number of transformers was lower nan

the purchase order price by Rs.53g.29 lakhs.

The exc€ss duty paid on this difference was

Rs.44.58 lakh. The Company was eligible to

get the dury refund Fom rhe Central Excise

D€parment, if clairned within one ye3r.

The company, however, applied (November

2010 to June 2012) for refund of the exc€ss

paid exoise duty ofRs. 44.58 lakh after a lapse

of more than one year from the date of payment

ofduty. All the refund claims were rejecteo oy

Central Excise Department citing delay rn

pr€fening the claims. The delay in rarsrng

claim for refund beyond the time limit fixed in

the Statute cannot be condoned on any sccount.

Thereforc, the chances allowing the claim even

in appeals are remote. As such, failure of the

Company to prefer th€ refirod claims within the

stipul.ted time of one year resulted in loss of
Rs.44.58lakh.

variation ordervletteas, theconcerned Dlpury
Chief Engineers of 4 ci.cles will deducr oe
negative price variation amount from the bills
of other purch8se orderc and will issue a

statement showing the prica variation and

resultant excess payment of Excise duty. for
gefting refund from CentralExcise Authori(Es.

During this prooess, time limit of one

year for prefening claim for refund will be

over. ln some cases, in the purchase orcler

delivery period of the rransformers itself is

more than one year and as such in the senling

of price re-fixation and consequent question of
refund of excise duty shall arise only after one

year by which time the allowed time limtt is

€xpired which is beyond the conrrol ofKEL.

Making provisional payment of ExcFe

duty was not avaited by KEL due to non-

availability of lirnit for Bank Cuarantee. KEL

could not remir even Security deposit for KSEB

orders by Bank guarantee at that time. Dulng
this timg Security Deposit for Rs. 1,65,26,200/-

apinst P.O.No.TCM 53l2\t0-tI/283:' d^ted

29/07/2010 has been deduqted from their 90%

runniog bills. this was due to the r@son that

they had already utilize-d the available limit for
security for earlier orders of KSEB. The

security deposit of KSEB has to be valid for Ig
months after last delivery against any ordcr.

However Government and th€ Board have stnce

agreod to accept Corporate Ouarantee in lieu of
Bank Guaranfee and as such Bank Guarant€€

ryill not be an issue for future Drovisionaj



paymenrs.

The tender canditions of KSEB

are common to all participants and not

amenable to modification to any particular

bidder. More over, if rhe Company prefers a

condirional bid, the same is liabl€ to be rejected

or at tim€s KSEB insist through further

communications that KEL accept all tJrms

unconditionally without deviations from tender

conditions. Under the circumstances, th€

Company does nor foresee KSEB acceptints a

coodition in rhe agreemenr stipul.ting

settlement of price variation claims within one

year as stated in lhe audil.

KEL has raken up the maner

with KSEB 6urhorilies and the following

appeals have already been filed before the

Commissioner ofCentml Excise & Se.vice Tax

(Appeals), Cochin for gettinS rhe refund of
Excisg Dufy.

L A.No.l8/CE (CHN/201 t(R)

dated t5.06.1I

2. A.No.29lcEX (CHN/20 t2(R)

dated 21.06. | 2

3. A.No.28/CEX (CHN/20 l2(R)

dated 21.06.12

4. A.No. I 88/ST (CHN/201 2(R)

d.ted 13.09.12

s. A.No.48/CE (CHN/20t 2(R)

dated 20.10.12

6. A.No.57lCE (CHN/2012(R)

dared 13.12.)2

qn lrom the concerned
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ofiicials of thc Unir, the Managing Direcror

himself has appraised rhe Depury

Commissioner of Excise on lhis matter and it is

expected that the excess amoun! will be

refunded irnmediately on disposal of the

pending appeal. According to the opinion ofthe

Central Excise Consullant. Company is quite

confident that the d€cision will be in favolr of

KEL.

KEL has talen approval from

Central excise Authorities for payment of

Excise Duty provisionally during last year

onwards for the following purchase orders in

ordef to avoid period of limrlalion for gening

refund of Excise duty ifany.

l. KSEB P.O No,SCM 47l12-13/2710 drd.

19. t0.2012.

2. KSEB P.O No.SCM 5l/12-13/2713

19,10.2012.

l. KSEB P.O No.SCM 57112-13/l0ll

t6.t t.20t2.

dtd.

4. TANGEDCO P.O No.SgMM-

IllEEDT/A5/M39/l I -t2,

P.O No.8 dtd. 21.05.2012.

As can be seen from the above:

(a) KDL could nor have avoided the delay due

to the existing practice ofre-fixation settlement

by KSEB and their i[ability to make their

provisional payrnent due to BC limitation.

(b) KEL has resolved the BC limimrion by

converting BC being earlier furnished to KSEB

to Corporate guarantee and as such, provisronal

payment can be made in future and the

Comoanv has alreadv started this.
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