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INTRODUCTION

I, the Chairman, Commrttee on Public Undertakings (201G2019) having

been authorised by the Commrttee to present the Report on,its behalf' present this

Sixty Fifth Report on Kerala State Financial Enterprises Limited' based on the

*"n"ri t the'Comptroller and Auditor General of India for the year ended 31

March, 2015 relating to the Public S€ctor Undertakings of the State of Kerala

The Report of the Comptoller and Auditor General of India for the year

ended 31st March, 2015 was laid on the Table of the House on 2&G2016 The

consideration of the audrt paragraphs included in this report and the examination

of the departmental witness in 
"onn""tion 

thereto was made by the Committee on

Public Undertakings constituted ior the years lOlG2Olg and its meeting held on

g2-2017.

This Report was considered and approved by the Committee(201c2019) at

its meeting hekl on l2-?_20l8'

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 Paragraphs included in this Report'

The Committee wishes to thank the officials of the Taxes Depafinent of the

Govemment Secetariat and Kerala State Financial Enterprises Limited for placing

the materials and information solicited in connection with the examinatiotr of the

.'uil.t. rtt" Committee also wishes to thank in particular the secretaries lo

Govemment - Tbxes and Finance Depaftments and the Officials of The Kerala

state Finarcial EnterPrises t imrted who appeared for evidence and assisted the

Committee by placing their views before it'

ThtuvananthaPuram,
12th March, 2018'

C. DIVAKARAN,

Choirman,

Committee on Public Undertakings '



REPORT

ON

KERALA STATE FINANCIAL ENTERPRISES LIMITED

AUDIT PAXAGRAPH

Compliance of Public sector Undertakings to the provisions of Income Tbx

Act, 1961

Scrutiny of compliance of Pubiic Sector Undertakings to the pmvisions of the

Income Tax Act revealed instances of delay in submission of tax retums' non-

payment of required amount of advance tax and consequent payment of intercst'

etc.

3.3 As per section 28 of Income Thx Act, 1961(Act)' profits or gains arising

out of any business or profession canied out by companies shall be chargeable to

income tax. Such comPanies shall have to file annual return of tax within 30

September of the assessment yeaf6 under Section 139 o{ the Act'

Public Sector Undertakings (PSUS) in the State carry on the t'usiness of

manufacture, trading, financirg activities, etc', and hence' are liable to Pay tax on

profits arising out of such business A scrutiny of compliance of PsUs to the

provisions ofihe A.t was undertaken by Audit' Audit scrutiny revealed instances of

avoidable expenditure on account of delay in submission of tax retums' non-

payment of required amount of advance tax, etc', by eightlt PSUs as discussed in

succeeding ParagraPhs.

Avoidable payment of int€rest due to delay in subnission of tax return

section 139 of the Act requires a comPany to furnish tax retum in the

prescribed. form on or before &e due date i e' 30th day o{ September of the

urrur.*"n year' The tax returns are to be filed after completion of audit of

fe-G.r*., yuu. i" ,f,e year immediately following the finaocial year (FY') $/he*in 
'1''e 

incode of

the F.Y is assessed.

17 Kerala Transpon Developme[t F]lance Corporation Limited' IGrala State Financial Ent€ryris€s

Limited, Bekal Resorts Development 

'orpotdon 

Limited' Keluon Eledro Ceramics Limited'

i"tJ"l""-i[**g* Oranufaiuling a uart<eting) corporation Lirnited' Kerala state Madtime

;:'"ffiffi;;iil;ilin Li.it"a, xiJ" iot" v'inerat oevelopment corporation Liloited and

Kerala itate Civil Supplies CorpoElion Limited'

758/2018.



accounts of the respective years fsection 139 (6)]. As per Section 140(c), the retumshall be,verified by the Managing Director In case of failure to file tax return o[ orucrore oue date, jnterest is chargeable on the amount of tax at the rate of one percent per mondl or part of the month for delay (Section 234 A of the Act).
Scrutiny of records revealed that in respect of fivers pSUs, there were delaysranging from one month to eighteen months in filing tax returns of sevenassessment years due to delay in finalisatiori and audit Jf accounts. As a result,these PSUS had ro pay penal interest of t 70.07 lakh under Section 234 A of theAct as tabulated in Appendix g.

, . ":Un 
Resorts Development Corporation Limited replied that they had notdelayed the tax retums for the assessmem year 2014_15.

The reply was inconect sin(
for the assessment r";;;r; ;il;T"r::lff ,:f ,""#fi::y:,": ff ilHdue to the delay.

Keltron Electro Ceramics Limited and its Administrative Departmend,replied that it could not file tax retum on dme due to its inability to pay tax.
The reply was not acceptable since payment of income tax is mandatory andwas not dependenr on availability of fund.

. - . 5"."," Transport Development Finance corporation Limited, Kerala stateMaritime Development Corporation Limited 
- 

"nO X"."tu 
-Stute 

Mine.alDevelopment Corporation Limited replied that they could not file tax rerurn on orbefore due 
_date 

due to shortage of skilled and hained staff. AdministrativeDepanments& of rhese three pSUs endorsed rhe views of the pSUs.

. ." lh1-t"ltt". are not acceptable since the compaaies could have hired skilledstaff for f.iling tax return in time.

h{fl,fri:, H:i{:;ffiM
19
20

20I3- | 4), Kerala s",i u"rttn" d"i"i"i',ivc'uP'uent 
rrnance corporation Limited /2012-13 ana

frffi'e.T""#Hill'tfi ffi ;" il:il"Hi iil;*o- L imiFd ( 20 t 4- rs) and keda smt e

Adminisuati!'e DeparEoents of Kerala TrKerala Sure Maritime D;;J";;;;;';;;;TT-"T.-D:ullopT-"lt Finance corporation Limired,

3:f#:i"',r#,T;;#j'T';:'-J#""111fi :,f ":"[H*"3il"#Tfl i"Tf ',;J,Hl



J

Avoirlable payment of tax due to delay in submission of tax rcturn of losses

As per Section 72 of the Act, loss under the head "Profits and gains of

business or profession" could be carried forward2t for eight years and set off

against future prolit. Such set off is admissible only if the return of loss of the year

in which loss is incurred is fumished on or before the due date (Section 80 of the

Actl.

It was noticed that Kerala State Maritime Development CorPoration Limit€d

(KSMDCL) had incurred accumulated loss of 19.38 crore during the period

2004-05 to 2007-08 which was eligible for carry forward and set off against future

profits up to the year 2015-16. KSMDCL did not, however, file tax return lor th€

period 20M-05 to 2007-08 on or before due dates due to delay in finalisation and

audit of accounts.

Audit scrutiny further revealed that during the two years 2012-13 and

2013-14, KSMDCL had eamed ag$egate taxable profit of { 1 .43" crore which

was adjustable against loss of t 9.38 crore incurred during the period 200't-05 to

2007-08. Since the tax retums for 2004-05 to 2007-08 were not liled on or b€fore

due dates, the bene{is of set off could not be availed of and KSMDCL had to pay

avoidable tax of t 38.22 lakh'?3.

KSMDCL stated (SePtember 2015) that delay in filing of return was due to

delay in finallsation of accounts

The reply was not acceptable since KSMDCL had the option to apPoint tax

auditors for tax audit under Section 44 of the Act in case of delay in finalisation of

accounts.

22

23

As per Section ?2 of lie Act, if toss of any businesvprofessioD (other than speculatrve busiDess)

canirot be fr y adjusted in the year in which i! is itlorre4 tben ihe unadjusted loss can b€ carripd

io*"ta to. ,iaaig adjusune;t in the Dexl yea! against income charged to tax under the head

"Plofits and gaim of business or profession'.
t 1.33 clorl in FiM[cial Year 2013-14 and t 0 10 crore in Financial Year 2012-13

Incluiling inter€st of { 4.74 lakh paid under Sections 2344, 2348 and 234C of the Act'
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Avoidable payment of intercst due lo failurt/ defaults in payment of advance tax
Section 208 of the Act stipulates rhat every company. shall pay advance tax

during the financial year when amount of tax payable exceeds < 1O,OOO. fAture to
pay at least 90 per cent of the tax in advance by March ataacb interest at the rate
of one per cent per mo h or part of a month (Section 2348 of the Act).

Scrutiny of records revealed that there was shortage in payment of advance
tax by seven PSU' in respect of 14 Assessment years as these psus could remit
advance tax ranging from 1.06 p€r cent to 26.5g per cent only within stipulated
dates while one PSUra did not remit any advance tax at all. As a result, these eight
PSUs had to pay interest of ( 15.9g crore under section 2348 as tabulated ir
Appendix 9.

Default in payment of requlred amount of advance tax was due to
noncompliance with provisions of the Act on computation of advance tax by
estimating current income after giving due consideration to last assessment, last
retum, tax deducted at source, etc.

Avoidable payment of inter€st due to non_payment of quarterly instalments of
advance tax

Seclion 211 of the Act stipulates that advance tax has to be paid in
instalm€nts. Companies are to pay advance tax in a staggered manner in four
quarterly instalments2u between June and March of the corresponding financial
year If any instalment is not paid or ress paid interest is chargeable,u for non-
Payment or late payment of such instalment. Audit noticed 17 instances where the
companies could not pay the required advance tax in four instalmenG on or before
due dates prescribed. The interest paid due to deferment of advance tax worked out
to { 6. 49 crore as tabulat€d in Appendix 10,

Kerala State Financial Enterprises Limited stated (August 2015) that the short
payment was due to lack of availability of information from branches at the time ofpayment of advance tax which would be rectified by implementation of Core
Solution Software connecting all branches.

24

26

K€rala State Maririme DeveloprDent Corporatlon Limired.

:;t"fff"til,l,t^ljil'*' 45 p€r cent bv 15d september, 75 per ceDt by 1sr December and 100 per

At the rale of ooe per ceDt per month (Section 23,tC of tie Act).
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The reply was not acceptable as a similar assurance was given by the

Management in June 2012 
'nt'"n 

t'tilu' issue was brought to their notice' which

was not acted uPon'

Bekal Resorts Development Corporation Limited stated that a refund clairn

was pending with Income Tax Department and henc€' advance tax not paid The

Iact, however, remains that Income Tax Depanment has not yet (September 2015)

admitted the refund'

KSMDCL stated (October 2015) that payment of interest under Sections 234 B

and 234 C was due to eroneous accounting of loss incurred out of the prolect

executed for Port DePartrnent'

The reply was not accePtable since the eIror in accounting had resulted in

avoidable expenditure oI ( 4'12lakh'

Kerala State Beverages (Manufacturing & Marketing) coryoration Limited

stated that they tould oot 
"'tt-ut" 

its tax liability accuratell due torride variation

in monthly sales and h"ntt' 
"outo-not 

uuoid interest under Sections 234 B and 234 C

of the Act.

The reply was noi acceptable as the comPany could have paid th€ requiftd

amount of adva.nce income to uf"'tituting t"* ]*1t "lTT*lv 
using the

management information systeir existing in the Company thereby avoiding

ffint ot in*'"'t under sections 234 B and 234 C of th€ Acl

Kerala State Civil Supplies Corporation Lirnited replied that wdting off of

accumulated intere$ on t]"t";;; loan was only a book adjustment in the

account of the Cotpuny ti'ttou' uny inflow of cash' whi:l 
ltimlety 

resulted in

payment of tax ff'" 
"otpuny "ft-o''"ptt"a 

tn"t'ntt'"'t paid {or non-remittance of

income tax was not much' compared to the interest paid on cash credit'

The reply was not accePtable since Payment of income tax was mandatory

and the Company could have taken into account the waiver of interest while paying

income tax'
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Avoidable paym€nt of tax due to failurc to deduct tax at source
As per Section 194 C of

cent income tax at source 
"o,o 

1u 
o"t companies are required to deduct two per

contractual work. ,"" ao d"du., 
puyaents made to contractoru for carqring out any

berore seven o,;, ;;;;;J""1'J:':T,r""iX lirT:r;:ffi,fft*::*before 30th day of April in the case of deductions .uO" 
" 

,"..n (Rule 30 ofIncome Tax Rules, 1962). Non_compliur." ** ,n" "iri] O-ur.ror, ,o"r. .""a".expenditure on the conhact wor
under the head Profio 

""0 ""r"lll11l::lo" 
computing the income chargeable

of the Act. 
s or business or profession as per Section aOla; iia;

It was noticed that Kerala
had failed to deduct and remi, ,"-tl1t^Yt":t 

Development corporation Limited
in 2010_11 as a resuft 

"i*nr"i J,. 
on pa),rnent of { 3.13 crore made to contracrors

taxabie iucome of the psu. ,r"nl" ""otnot*t" 'as 
disallowed from computing the

of I 1.02 crore, wh*n ** *",Oiii",le 
Company became tiable to pay income tax

,r" ,"fifif;"JJ;:t":::,i1'.1" t'"yem occurred due to its inabilitv to m€et

""0".,""* ;;";;,* ;:.:"hlTl,'H:1?: ;:,*:, T.,f *,:::Hj:{i

-", #ilii:"T'"1"j,1"u'"il::J":t:ce?avment or income rax is mandatorv and
qualified or experieo""o 

"..orn,t.l'^lT1-Further' 
the company could have hired

- -- 1". :*:l was reported,i"tt:=i:,T':"T#il';:ffi ,;respecr of four pSUsr" is awaited (December 201s).
Though the Administrative 

.

zors) for discussing ffiil;ff:tT:l:r:::**" were invited (october

lAudit paragraph 3.3 conrainr
General of India on public a".,". ;1T 1: 

Repon oI the comptroller and Auditor
201s1 Jndertakings fol the year ended on 3rst March



NotesfurnishedbytheGoYernmentontheAuditParagraphisgivenln
Appendix-II.

l.Thecommitteeenquiledaboutthenon-paymentoftherequiredamount
of advance tax and consequent paym€nt of interest dudng the assessmelt year

201.0-11to2013-14duetonon-compliancewiththeprovisionsoflncomeTaxAct'
1961. The wimess admitted the detault and revealed t'\at some variations occured

while calculating the advance tax for the year 2012-13 and the accounts were

promPt this Year onwards'

2.Thecommitteesoughtexplanationforthehugedisparitythatarcseinthe

calculation of advance tax' Th" *tn"tt informed that the variation in the advance

tax was due to the difference beMeen actual taxable income and anticipated

income,whichweremanuallycalculated.Heexplainedthattherewasan
exceptional income of {63 69 crcre in the financial year 2011-12' which was not

estimated at the tim€ of Payment of advance ux and that also caused the huge

variation The Committee was Irot convinced with the explanation and expressed

its stong discontent over the exorbitant Ioss incurred by the Company and

remarkedthatthestarcmentsubmittedbyKSFEwasnotsatisfactoly.The
committeealsoobservedthat.theaccountingandfiuancia]managementsystemin

KSFE were not ProPeL

3.WhentheCommltteeenquiredabouttheplogess.ofcoreBanking
System, the Managing Dtector informed that Core Banking System was

i*ptur*ntua ut 
"round 

+00 b'"nches among rhe 568 active branches of KSFE

4. To a query of the Committee on the Intemal Audit Wing oI the Company'

the wimess rePlied that there were 20 intemal audit teams in its centres for auditing

and {ield visirunder the supervision of the Deputy General Manager'

5. The Committee oPined that the performance of intemal audit team was not

satisfactory and expressed is displeasure on the inefficiency- of the internal audit

wing and remarked that there were 20 audit wings in KSFE thougLout the State

which has only 14 disticts The Committee observed that even though KSFE was a

Or* ."*t Company and had better financial Position at that tirne' the

authorities did not remtt requued amount of advance tax in time thereby incurring

exorbitant loss.



B

6. The Committee expressed its strong displeasure over the lethargic attitudeof rhe authorities of KSFE in handling th€ matters of the company lenientlywithout utilizing its better faciliues.

Recommendations

7. The Committee reants to b€ furnished with an authentic explanationr€garding the huge variation in the advance tax rarcuration in the years
2011-12 and 2012-13.

B. The Committe€ r€col
sustained by the KSFE 

"nu 
,t-"td" 

to fix responsibility for the loss

violatingpmvision."r*ur,,"o,LtorluTJ"illi?r.tt-theeringof ff cialsf or

9_ The Commftt€e r€comm€nds to implement the Core Banking Systemin all branches of KSFE at the earliest and to submit ,t 
" *poa ,o ,fr"Committ€e.

10. The Committee recommends that the KSFE authorities should notrepeat the instances of non-payment of required amount of advance tax in duedate and to avoid payment of int€rcst due to default in payment of advancetax in fufittr.

11. The Commfttee want!
palment or deraurted 

",'o,,,,, 
oi "TiuT"":"*Ti::,,',ff 3:"::i"l"r#T

of The Income Tbx Act, 1961, and rhe details of progress _.i*, *" 
^rn" 

,implementing the rrctification
Advance Ibx. 

measures to avoid payment of interest on

72. The Gommittee recomnends fhat KSFE should maintain theaccounts promptly in order to avoid penal intercst for delayed tax payment,
13. Th€ Committee recommends to improve the existing financialmanagement in KSFE irr mor€ effective manner,

Thiruvananthapuram,
12th March, 2018.

C. DIVAKARAN,

Chairm(rn,
Commitlee on public lJndertakings.



APPENDIX I

SUMMARY OF MAIN CONCLUSION/RECOMMENDATIONS

sl.
No.

Para
No.

Department
concerned

Corclusions/Recommendations

1 7 Taxes The Committee wants to be fumished with an

authentic explanation regarding the huge variation

in the advanie tax calculation in the years 2011-12

and 2012-13.

2 8 The Committee recommends to fix responsibility

for the loss sustained by the KSFE and impose

penalty from the erring officials for violating

orovisions of the lncome Tax Act' 1961'

3 9 The Commiftee recommends to implement the Core

Bankins Svstem in alt branches of KSFE at the

earliest-anrl to submit the report to the Comminee'

10 The Committee recommends that the KSFE

authorities should not repeat the instances of non-

Davment of required amount of advance tax in due

iui" und to avoid payment o{ interest due to default

in oavment of advance tax in future'

11 The Committee wants KSFE to fumish a detail 
J

reDort on the paYment of defaulted amounl ol

^d'uance 
ta* intereit under section 2348&C of The

Income Thx Act, 1961, and the details of progress

made by the KSFE in implementing the rectification

.""rori. to avoid payment of intercst on Advance

Tbx.

The committee recommends that KSFE should

maintain the accounts promptly in order to avoid

oenal interest for delayed tax paymenl

6

The Committee r€commends to improve the

existing financial management in KSFE in more

effective manner

7 13

758/2018.
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_ appcrdir E
sllteheDt .howirg inter€.a p.id due ao deh, iD filing tu return

(kt .t d.. h pa,q.,ph tJl

sl.
No. N.o€ olpSU Ar&$q

Y6rr Du. d& I.ild or r)!.ky
(dry.)

Irterqa
Ddd

rrder
,Ggdon
23{A)
(rh
Lktt

o.54

Totrl
(rb
ld.b)

t etal Resqts
Development

Sgqg{t9llj*i!"d
2014-15 30.09.14 29.t l.14 60 0.54

2 Keltron ElecEo
Cerarnics Limited

20r3-14 30.09.13 20.t l.l4 4t6 ).44
4.552014-15 10.09.13 23.06.15

3

266 1.11

Developmeni Finama
Corporatiod Limited

2012-13 30.09.12 29.03.13 180 41.95
44.102013-14 30.09.13 10.I0.ll 30 2.15

^eraE 
Dtate Maritime

Developmenl
Corporatiop Limited

20I,{-15 30.09.14 29.11.14 60 0.63 0.63

5
Kerala Stat€ Mid€ral
Developrnent
Corporatioo

2011-12 30.09.11 30.03.13 v7 20.25 20.25

Totd
10.07
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APP€Ddlt 9

stlteBe|rtshowhgtnter€rtpddduetosholtrseitrP.yBentofrdYrncet|x

lR+.dnirPqaaflPh33)

lntrr.d P||d

23,18
(tln trkl)

Iotd
(lrn lrk!)

N.n ofPltu 
I
I

Kerala TmnsPo( DevcloPrD€nt

Finatce Colporarion LiErted

Glnl*h)

Prrcanaa!a

t|/TDS
p.ld to iottl
nr lt$ltty

sl.

I
2012-13 7t4.4 2.t6 83.90

98.9?

2013-14 653.l3 61.54 15.07

51.60

831.84

201&ll 1708.14 76.tU

2

I r0! 1-12 2t25.2t 66.92
Kerala State tmanclar

Enterprises Limit€d F
20tz-13 4824.58 38.84 612.41

5413.3r 11.24 94.46

l-?
2't.63 29.81 1.50

6.10

J
B€ktl Resorts Dev€lopmest

Corporatioo Lirnited

23.8E 2.45
2013-14 45.96

2014'r 5 i 64.78 58.59 2.l5

2013-14 26.98 2,01 3.r0 4.48
K€ltton El€cro Lqaru'o
Limit€d 2014-15 14.40 14.15 I 1.38

63.66 52.87 52.81

5

?iifT66 g.v"""ee"

(Mar$factuing & Marketrng) 2013-14 2425.O4

CorDoratron LtrD{q-
2014- l5

3r.48 0.00 2.53 2.53

6
Kerala State Mar|trtrIe

D€velopm€nt Coryor&tion

1.06 40.50 40.50

1
Kerala SiaE Mmerar

Development Corporation
20ll-12 y1

1487.I6 l I?
560.39 560.39

E*"P sg" cllll,-- 
, ,*,,- 20l0ll

I suppnG LorPUt.!'w" "..-'--
Gr.nd Totrl

t59?.58
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sfatentnr $honing paynr"nt ofint""""t d 
rP"odit l0

ue ao ron-prymerlt of qusrterly ilstalBcnts ofrdratrce tlx

st.

I Nllne ofpsu
L__

I 
l'.erxla Trauspoit Devetol,rlenl Finance Corporation Limit€di---
Kerrla Srau Fimrrjat hrrrerprises Limited

Bekal R€sorts Development Corpo.arion Limited

Kelron Eiecrro C,emmics l_imired

K"'"t;sdE".*-rM""*.**-,*

Prld

(lirIrkI)
35.29

Totd
(li! t.ld)

20t2-t3
63.242013-t4

20t0-t I I1.55

455.59

20r l-12 45.13
2012-t3
2013-14

r56.29

t25 65

3

20r4-15 l I6.97
2012-t3
2013-r4

0.98

4.10|.7"7
2014-15 l.l5
2013-14 |.f4

|.96
5

20t4-15 o.62tr##** ::--' 20t3-14
2014-15

20t4-t5

19.U
46.39tj

26.15

t.59 |.59
8 <er. Ia s r, * t n--rr Siot ;i. ffi 20r I "r2 t.46 t.46_--=ffi=_-_l 2oro-t I l '74.22

74.22

_ _!!r.ss
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