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THE KERALA STATE AID TO INDUSTRILS ACT, 1963

(Act 34 of 1963)
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Act 34 of 1963* ,

THE KERALA STATE AID TO INDUSTRIES ACT, 1963

An Act to consolidate and amend the laws relating lo the guoing of State aid
to industries wn Lthe State of Kerala.

Preamble. —WHEREA> 1t 15 expedient to consolidate and amend the
laws relating to the giving of State aid to industries in the Statc of
Kerala ,

BL it enacted m the lourteenth Year ol thie Republic of India as
follows :—

CrarTeR [
Preliminary

1. Short title, extent and commencement.—(1) This Act may be called
the Kerala State Aid to Industries Act, 1963. .

(2) It extends to the whole of the State of Kerala.

* Rectwved the assent of the Governor on the 29th day of October; 1963 and
published 1o the Gacctie Launaodmary, dated 4th Novewnb, ?.

I
:

A,

PP ———




201

(3) 1t shall come into forcc on such date as the Government
may, by notification i the Gazette, appoint.
2. Defuitons.—In this Act, unless the context otherwise 1c-
quires,—

(1) * Board” means the State Aid to Industries Board consututed
under section 3,

(2) “‘company’ means a company as defined in section 3 of the
Companies Act, 1956 (Central Act I of 1956) and includesa foreign
company within the meaning of section 591 of that Act;

(3) ‘Director’ means the Director of Industries and Commerce
and includes any person appointed by the Governinent either by name or
by virtue of his office to perform all or any of the functions of the Director
o{lndustrics and Commerce under this Act ;

(4) ‘industry meansany industual business or enterprise con-
ducted io the State by any individual, institution, company, association
or body of individuals whetheir incorporated or not and includes a
cottage industry, a small scale industry, and a village industry ; but
shall not include an mdustry organised on co-operative basis which is
eligible for financial assistance from the Central or State Government or
a Co-operative Bank under any specific development programme ;

(5) ¢cottage industry > means an mdusti1al business or enter prise
carried on n any premuses to which the Factories Act, 1948 (Central Act
63 of 1948), does not apply, and includes dairy faiming, bee-keepmg
and keeping a poultry farm ;

(6) “small scale industy’ means an industrial busmess or entex-
prise the capital mvested in which does not exceed five lakhs of rupees ;

(7) “willage industry’ means any industry which forms the
normal occupation, whether whole-ume or part-time, of any class of
the rural population of the State ;

(8) ‘machinery’ includes plant, apparatus, tools and other appli-

ances required for the purpose of carrymng on any industiial operation
or Process ;

(9) ‘vwner’ means the person who owns any industral under
taking and includes the successor-in-interest of such person in respect of
such undertaking;

(10) ‘prescribed’ means piescribed by 1ules made under this
Act ;

(11 *Statc’ means the State of Keiala ;

(12) “State aid’ means auy aid givenn by o1 on behalf of the
Government under the provisions of this Act and the rules, if any,
made thereunder.

Cuarter 11
The State aid te Industries Board

3. ~Constrlution of State Aud lo Industries Board.—(1) Theie shall be
constituted a State aid to Industries Board consisting of the following
members, namely.—

!

(a) 1 he Dircctor ol Industiics and Commerce, s gffnio;
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(b) An officer of the Finance Department of the Government
Secictariat not below the rank of a Joint Secretary to be nominated by
the Government ,

(¢) An officer of the Industiies Department of the Government
Secretariat not below the rank of a Deputy Seccretary to be nominated
by the Government ;

(d) Three members to be elected by the members of the Kerala
Legislative Assembly fiom among themselves in accordance with the
system of propor tional 1epresentation by means of the single transferable
vote ;

(¢) Three members representing industrial and commercial
interests to be nominated by the Goveinment ,

&f ) Two members representing orgamsed trade unions to be
nominated by the Government , and

(¢) One member representing economists or statisticians to be
nominated by the Government.

(2) The Director of Industiies and Commerce shall be the Chair-
man of the Board.

(3) The nonmunation, election, resignation or 1emovel of the
members of the Board shall be notified by the Government in the
Gacette.

(4) The Board shall assist thc Goveinment m dcaling with
applications for the grant of State aid under this Act.

(5) All questions at a mecung of the Board shall be decided by
the votes of the majority of the members present and voung.

(6) No member shall vote on or take pait in the discussion of any
question coming up for consideration at a mceting of the Board if the
question is one in which he has any direct or indirect pecuniaiy interest
by himself or his partner o1 in which he is interested professionally on
behalf of a client o1 as agent for any person other than the Government
or a local authority,

(7) No proceedings of the Board shall be deemed to be invahd
on account of any defect o1 irregularity in the Constitution of the Board
or any vacancy thereof.

4. Term of offwe of members,—Subject to the provisions of this
Act every member of the Board other than the Ex gfficco member shall
hold office for a period of three years from the datc of the first meeting
of the Board but shall be eligible for re-nomination or re-election, as the

case may be : *

Provided that a member whose term of office has expired shall
continue to hold office until his successor assumes office :

Provided furth;:r that a member nominated or elected under sub
section (1) of section 3 shall ccase to be a member of the Board—

(¢) in the case of a member nominated under clause (6) or

clause (¢) of sub-section (1) of section 3, when he ceases to be an officer
of the Finance Department or the Industries Department as the case
may be ; \

)
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(1) 1nthe casc of a member elected under clause (d) of sub-
section (1) of section 3, when he ceases to be a member of the Legisla-
tive Assembly ; and

(22) in the case of a member nominated under clause (¢) or clause

g ) or clause (g) of sub-section (1) of section 3, mn the opinion of the

overnment, when he ceases to have the rep: esentative capacity specified
in the said respective clauses,

but the member shall continue to hold office until the vacancy is
filled up :

Provided also that a member nominated or elected to fill a casual
vacancy shall assume office forthwith, but shall hold office so long only
as the membey in whose place he is nominated or elected as the case may
be, would have been entitled to hold office if the vacancy had not
occurred.

5. Resignation.—Any membe: of the Board other than the ex officio
member may resign by tendering his resignation in writing to the
Government and, on such resignation being accepted by the Govern-
ment, shall be deemed to have vacated office.

6. Removal of members.—(1) The Government may 1emove from
office any member of the Boaid other than the ex officco member if he—

(a) becomes subject to any physical o1 mental disability,
which, in the opinion of the Goveinment renders him unfit to be a
member of the Board, o1

(b) isconvicted of any such oflence or is subjected by any
Criminal Couit to any such order as in the opmion of the Government
implies a defect of character which rendeis hun unfit to conunue as a
iember of the Boaid, o1

(¢) without excuse sufticient in the opunon of the Board,
absents himself without the consent of the Board from more than thiee
consecutive meetings of the Board, or

(d) contravenes the provisions of sub-section (6) of section 3 :

Provided that before removing any member from his office under
this sub.section he shall be given an opportunity to show cause against
the action proposed to be taken.

(2) The Goveinment may, by noufication in the Gacatte, fix «
pertod during which any peison so 1emoved shall not be cligible for re-
nomination or re-election, as the case may be.

7. [illing up of vacancies:—When the office of any member of the
Board becomes vacant by the expiration of his term, resignation,
temoval o1 death, a new member shall be nominated or elected, as the
case may be, to fill the vacancy.

8. Prestdency al meetings.—(1) The Chairman shall pieside at the
etings of the Board and-shall have and exercisc a second o1 casting
ote in the case of au equality of votes.



204

(2) In the absence of the Chairman, an officer of the Govein-
ment 1n the Board, shall preside and he shall while so presiding, have
all the powers of the Chairman.

(3) No business shall be transacted at any meeting of the Board
unless one-half of the sanctioned number of membeis of the Board are
present at the meeting.

9. Ihssiolution of the Board.—If, n the opinion of the Govein-
ment, the Board persistently makes default in the performance of the
duties imposed on it, or excceds or abuses its powers, the Govern-
ment may, by notification in the Gazette, dissolve the Boaid and there-
upon the Chanman and the other members of the Board shall be
deemed to have vacated their offices and all the functions of the Board
shall thereaflter be exercised by such person or persons as may be
appointed in that behalf by the Government untl a new Board 1s
constituted by the Government :

Provided that no order of dissolution shall be passed unless the
Board 1s given an opportunity to show cause against the action prop.sed
to be taken.

10, Industries which may be arded.—(1) The industries to which aid
may be given under this Act shall be such as havean impoitant beaiing
on the economic development of the country and shall be—

(1) a new or nascent industry ;

(1) an industry to be newly established in an area where such
industries are undeveloped or aie likely to be successful ;

(1) an industry which is likely to become more profitable by
an investment ol more capital ;

(1) small scale industries ;
(v) cottage industries ;
(v2) old or established industiies ; or

(vtr) such other industnal concerns, as in the opinion of the
Government, deserve State aid to be given n conformity
with the provisions of this Act :

Provided that no State aid shall be given to any joint stock
company unless—

(i) the ;ompany is registered in India with a rupec capual ,
an

(22) the company agrees to maintain the mescribed propo: (trn
of Indians as members of its Board of Duectors :

Provided further that every recipient of State aid shall mahe
such provision for the training of apprentices as may be prescribed.

(2) The decision of the Government after consulting the Board

as to whether the conditions of this section are fulfilled shall be ﬁua:\-

and shall not Le called in question m any court of law.
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Cuaptcr 11

General provisions regarding the giving
of State Aid

11.  Forms of State ard.—Subject to the provisions of this Act and
of the 1ules made thereunder, the Government shall have power to give
State aid to an industry 1 one or more of the followmng ways : —

(a) by granting a loan

L
(b) by guaranteeing of cash credit, overdraft or a fixed advance
with a bank ; -

(¢) by taking fully paid up shares or dehentures:

Provided that the amount paid by the Government for such
shares and debentures shall not exceed the amount already paid by
other persons for shares and debentures in the same industry ;

(d, by guaianteeing interest on preference shares or debentures,

(¢) by guaranteeing a minimum return on the whole or part
of the capital of a joint stock company,

(f) by the granting on favourable terms of land, raw materials,
firewood, water or any other property of the Government subject to
such terms and concd'itions as respects the repayment of the value of the
aid granted, as may be prescribed;

(¢) by payinga subsidy for the conduct of research or the
purchase of machinery subject to such terms and conditions as respects
the repayment of the value of the aid granted, as may be prescribed;

(k) by supplying machmery on hire purchase system.

12 Cond:tions for the guarantee and grani under sectzon 11 (¢) and (1), —
The condition for any payment under guarantee of a minimum return
on the whole or part of the capial of a joint stock company or for the
grant by the Government of land, raw materials, fiiewood, water orany
other pioperty on favourable terms shall ordinarily be that an amount
equal to the sum paid orto the value of the grant or concession as
fixed at the time when 1t 1s paid, shall be repaid to the Government at
the close of a fixed term of years if within that term the industry shall
be shown to be paying interest or a dividend upon the capital invested
n excess of such rates as the Government may fix.

13.  Conditions for granl of loan.—(1) No loan shall excced the
presciibed percentage of the value of the assets of the industry to which
1t 15 grantec and of othrer property, if any, offered as collateral security
without deducting thec encumbiances, if any, existing thereon at the time
when the application for the loan 1s made, the valuc being ascertained
by the sanctioming authority m the prescribed manner.

(2) No loan shall be granted if the encumbrances on the assets
of the industry and on other property offered as collateral secutiity
cxeed 50 per cent of the value of such assets and collateral securities 1n
the case of an existing industry and thirty-threc and one third per cent
in the case of a new industry.
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(3) The authority granting the loan shall, from out of the loan
discharge all encumbiances on the assets of the industry and other pro-
perty, if any, offered as collateral security existing at the time when
the application for the loan is made, and shall secure a first charge on
the assets and other property aforesaid.

(4) Every lcan shall be repayable in instalments within a period
not exceeding twenty years after the date of advance of the loan, or
where the loan 1s advapced in instalments, after the date of the advance
of the last instalment.

(5) In special cases the Government, for reasons to be recorded
in writing, may, on the application of the owner of an industry to
which such loan has been gianted, vary the terms fixed by the order
granting the loan,

(6) All the insmable assets of the applicant offered as security
shall be msured against loss or damage with the State Insurance Depart-
ment and the policy assigned mn favown of the Director of Inclustries and
Commerce.

14. Loans how secured.—Every loan granted under this Act shall
be secured by a mortgage upon the whole or such portion of the assets
of the business or enterprise as the sanctioning authority may consider
sufficient and where the whole of the assets of the business or enterprise
15 in the opinion of the sanctioning authority msufficient, by such
collateral security as may be required by the sanctioning authority and
shall bear interest payable on such dates and at such ratcs as the Go-
vernment may determine.

15.  Applwcation for State aid and authorities by whom aid may be
granted.—(1) All applications for State aid shall be made in the prescr-
bed form to the District Industries Officer of the concerned district.
The District Industries Officer shall make such enquirics as may be
prescribed and such other enquiries as he deems fit onevery such appli-
cation. In the case of an application in which the sanctioning authority
under sub-section (4) is the Regional Joint Director of Industries and
Commerce, the Director o1 the Government, the District Industries
Officer shall forward the application to the sanctioning authority
together with the report of the enquiry conducted by him. Where the
sanctioning authority 1s the Director, the application shall be forwarded
to him through the Regional Joint Director of Industries and Commerce
and where the sanctioning authority 1s the Govern.ent, the application
shall be forwarded to the Government through the Regional Jomnt
Dircctor of Industiies and Commerce and the Director. .

(2) If the extent of the State aid applied for exceeds filty
thousand rupecs and in any other case in which he so considers the
Director shall publish a notice in the prescribed manner, calling upon
any peison who objects to the grant of the State aid applied for to state
his objections at a time and place to be specified by the Director and
shall hear such objections and make such enquiry as may be necessary.

(3) Every application for State aid exceeding Rs, 15,000 shall
be placed before the Board and shall be granted only with its concur-
rence,
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(4) Subject to the provisions of sub-section (3) the following
authorities shall be competent to grant as State aid the amount or value
specified against each :—

District Industries Officer Not exceeding five thousand

rupees,

Regional Jomt Duector of Exccgdmg five thousand, but
Industries and Com- not exceeding ten thousand
merce rupees.

Director Exceeding ten thousand, but

not exceeding twenty-five
thousand rupees

Government Exceeding twenty-five thousand
rupees.

(5) Nothing in sub-section (4) shall be deemed to empower the
District Industries Officer or Regional Joint Director of Industries and
Commerce or the Director to grant State aid on different occasions in
respect of the same mdustry, if the aggregate amount or value of such
aid exceeds five thousand rupees or ten thousand rupees or twenty-five
thousand rupees, as the case may be.

16. Supervision of assisted industry.—During the continuance of
State aid to any industry which has received aid under the Act, the
Government may, by appointing directors or Inspectors, or otherwise,
take such steps as they deem advisable so to supervise the conduct of
the industry as to safeguard the intersts of the Government thereim.

17, Inspection and returns.—In any case in which State aid has been
applied for under this Act_ the applicant and at any time during the
currency of State aid that has been granted under it, the grantee, shall
be bound—

(a) to comply with any general or special order of the Govern-
ment relating to the mspection of the premises, building, or plant or
stock m hand of the industrial business or enterprise ;

(b) to permit the mspection of all accounts relating to the indus-
trial business or enterprises ;

(¢) to furnish full returns of all products manufactured or sold
both as regards description and quantity ;

{d) to maintain such special accounts or to furnish such state-
ments as the Government may from time to time require ,

(¢) to submut the accounts of the mdustrial business or enterprise
to such audit as the Goveinment may piescribe.

18.  Dasposal of profits when condutron of State ard s not fulfilled.—(1)
During the continuance of State aid to any industry the profits of such
industry shall, if distributed, be disuibuted only after interest due on
debentutes and loans has been paid and a 1easonable amount has been
set aside for depreciation ot obsolescence of machinery and buildings
and a further reasonable amount has been carried to reserve fund to
be utilised in the prescribed manner,

(2) No dividend shall be paid to shareholders and no profit shall
be taken by the owner in excess of such percentage rate upon the
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amount of the capital of the industiy as the Government may fix from
time to time during the continuance of State aid to any industry. .

19, Power of Government lo adjust securily during currency of loans.—
If at any time the amount of any loan outstanding together with such
interest as may be due thercon on account of any State aid given is
found to exceed the percentage fixed under sub-section (1) of section 13,
the Government may either recover so much of such bhalance as is in )(
exccss of such percentage or take such additional or collateral security

as they may deem sufficient.

5
20. Power of authorily sanctwning the loan to terminate aid —(1) If
the authority sanctioning the loan is sati fied—
() that the whole or any portion of the State aid given has
Leen misapplied, or i
(12) that there has been a breach by the grantee of the aid of
the provisions of this Act, or of any rule made thereunder or of any con-
ditions of the grant, or
(1i7) that the application on which the State aid has been
granted contained or was accompanied by, any material statement by
the grantee of the aid which he knew to be false or did not believe to
be true or any intentional concealment by him of any matenal fact,
which in the opinion of the authority sanctioning the loan 1t was his
duty to disclose, or that any such false statement or concealment was
intentionally made in any mnquiry made under this Act by or with the
connivance of the owner or in any return under this Act or in reply to :
any requisition for information under this Act, or E
(1) that the industry is being managed in such manner as to !
endanger the repayment of the value of State aid gianted thereto repa-
yable under this Act,

the authority may by order in writing terminate the State aid
specifying the reason or reasons therefor.

(2) No such order as mentioned in sub-section (1) shall be
passed w ithout giving the grantee an opportunity to show cause
within a specified time why action should not be taken under this
section.

(3) Where an order terminating the aid is made under sub.
section (1), then, notwithstanding anything contained in this Act or m
any other law, the authority sanctioning the aid may proceed to1ecover
from the giantee of the aid, as arreais of land revenue,—

(a) the entire amount of any loan outstanding together with
interest as may be due thereon, o1
(&) 1n cases where the aid 1s given otherwise than by loan, the
money value of the aid as fixed at the time when 1t was made, together
with nterest due thercon, and
(¢) m the case mentioned in clause (a) orclause (), the cost ‘%
of recovery, and, if the Government so direct the cost of any inquiry
made in connection therewith.

(4) An order made under this section shall be final and shall

not be called in question in any court of law.




