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INTRODUCTION

I, the Chairman, Committee on Public Undertakings (2023-26) having been

authorised by the Committee to Present the Report on their behalf' present

this ..1S.t... Report on the Action Taken by Government on the Recommendations

contained in the Sixty Fifth Report of the Committee on Public Undertakings (2016-19)

relating to Kerala State Financial Enterprises Limited based on the Report of the

ComptrollerandAuditorGeneraloflndiafortheyearended3l..March,2Cl5.

TheStatementofActionTakenbytheGovernmentincludedinthisReport
was considered by the Committee at its meeting held on 21'12'2021 and

Lt.4.2023.

This Report was considered and approved by the Committee at its meeting

held on 26.08.2023.

The committee place on record their appreciation for the assistance

rendered to them by the Accountant General (Audit), Kerala who was present

during the examination of the Action Taken statements included in this Repot.

E.C EI(H}TRAN

Thiruvananthapuram,
.Ot.:.0.1-.:.2024

Chairman,
Committee on Public tJndertakings.



REPORT

This Report deals with the action taken by the Government on the

recommendations contained in the Sixty Fifth Report of the Committee on Public

Undertakings (2016-19) relating to Kerala State Financial Enterprises Limited based

on the Report of the Comptoller and Auditor General of India for the year ended

31s March 2015.

The Sixty Fifth Report of the Committee on Public Undertakings (2016-19)

was presented to the House on 22nd March 2018. The Report contained seven

recommendations and the Govemment fumished replies to these

recommendations.

The Committee (2021-23) considered the replies received from the

Govemment at its meeting held on 21.t2.2021andL1.04.2023.

The Committee accepted the replies to the recommendations in Para Nos. 7,

10, 11, 12 and 13 without remarks. These recommendation and the replies

furnished by the Government form Chapter I of this Report.

The Committee accepted the replies to the recommendation in Para No. 8

and 9 with remarks. These recommendations, the replies furnished by the

Govemment and remarks of the Committee form Chapter II of this Report.



CHAPTER_I

IS

1

Sl. No.
Para
No.

Depaftment
Concerned Conclusions/Recommendations Action Taken by the Govemment

1.( ) 2( ) 3( ) (4) 5( )
7 Taxes The Committee wants to he furnished with an

authentic explanation regarding the huge
variation in the advance tax calculation in tie
years 2011-12 and 2012-13.

Section 209(1)(a) of the Income Tax Act 1961
stipulates that for the purpose of payment of
advance tax, the assessee shall first estimate his
cunent income. As per G.O.(MS)No.9S/0g/TD
dated 08.05.2008, Company has to submit its
annual budget to the Government for approval.
The Estimated profit as per approved budget (as
approved by Government)of the Company is
considered as the base for payment of advance
tax. The annual budget of the Company shows
budgeted profits of Rs.44.52 crores and Rs.62.07
crores for the Fy 2OLl-72 & 2012_lZ
respectively. However, on the basis of
subsequent iirformation/figures received, the
said e3timates were revised and estimEted profits

FCb2A,/JKPUC/DRAFT RREPoRT/74* REPoRT

-t-
)

I It! [Y I TI F F



)

of Rs.58.53 crores and Rs'L20 crores were

considered for computation of advauce tax for

the FY z}lL-l2and 2012-13 respectively'

' The profits considered for payment of

advance tax is the budgeted profits as per

Government approved annual budget of the

company, suitably revised based on subsequent

information received. Usually advance tax is

paid in 4 installments during a financial year'

Original & revised IT returns for the FY

2lll-12 were filed on 28'09'2012 and

24.02.20L4 respectively. Whereas Original &

revised IT retuns for FY 2Ol2-13 were filed on

30.09.20L3 and 31.03.2015 respectively'

in tax amount. Inordinate delay in completion of

audit of accounts also resulted in delayed filing

of IT returns and in tum resulted in interest

Variations were there in profits as per estimated

and audited accounts which resulted in variation

being levied under Section 234 for a longer

period of time.

Tax liability arriv6d as per Original IT retums

FCb2A,/JIVPUC/DRAFT RREPORT/74* REPORT

were based Dn estimated / revised profits of the
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)

computed in accordance with

operations res'rlting in absence of integrated real

difficulty arose in projecting estimated income due
to the peculiar nature of Company,s main business
i.e. chitty. It is pertinent to note that these

various authorities/forums by the Company on
numerous occasions and the

branches/ROs/HO. Difficulties in obtaining
timely data from over 400 branches skeweJ
throughout the State owing to various factors viz.
Nonsynchronized operations of different wings of
the Company, non-computerization of branch

Company

ntly
ti

Governm ent a roved budpp et AS subs ueclb eq
revl ab SEd osed, n nfo arm on erec Ived mfro

tim nformati

ti stima

e I Do em tce msyst ntur senouslv
ham eth meIpered Irev$ no of ev tes A]so

were accepted.same

aforesaid difficulties were highlighted before

2 10 Taxes e recommends that the KSFE
uld not repeat the instances of

non-payment of required amount of advance tax
in due date and to avoid payment of interest due
to detault in pa5rment of advance tax in future.

The Committe
authorities sho

guidance. Company is taking
pare its annual budget after

Noted for future
all efforts to pre

collecting relevant data from various
departments, branches and Ros. Considering the
dynamics of chitry it becomes difficult to make
exact estimation with regard to income from chit

FCb2A/JKIPUC/DRAFT RREPORT/74d' REPORT
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at times, many waiveri benefit schemes not

originally envisaged in the budget needs to be

rolled out. Thus exact estimarion of income' to a

Iarge extent becomes extremely difficult'

Ho]*.v.r, to overcome this, Company had made

operations after factoring in

SimilarlY a ComPanY with so

available online facilitY to the

submit their estimated profit and loss account on

periodical basis so as to have a more realistic

revision of estimated/budgeted profits' Roll out

of Core software is also expected to expedite the

audit process and delay faced in filing of IT

retums be minimized. Core Banking software is

expected to assist branches in ascertaining their

p.ofi,ltos figure and thereby minimizing the

variance levels between estimates and actual'

These steps are expected to go a long way in

bringing down the gap between taxable income

comlutea.for advance tax purPose vis-a-vis

probable $efaulr
cial commitilents,

profits as Per audited accounts.

branches to

id
tab

IfomCohet v34C2 pan&B342 bysu/t aresteIn p
obd elteulatsarsets fewlathe vThe Committee wants KSFE to furn

report on the PaYment of defaultd
ish a detail
amount ofTaxesTL3

FCb2AJJI(PUC/DRAFT RREPORT/74S REPORT



6
)

ti
Tax iI

tingrectifi tion id

advan ec lntrx Stere t under cse on 234B C& toThe coIn me Act 7 196 dan eth deta s ot
s dma eprogres the KS mby FE rm I eem np

the ca meaSures to voa men oftpavlnte sre t on dA an ec ;lxT

already filed & Asessment not
iyet over)

-l

2348

201-6-17

FY

. +--
izz

Refund due on acco
excess advanie tax

234C

I

27,43,853

,62,05,520

20L2-L3 94,46,232

20L3-I4
1,25,65,325

t,27,42,747

2074-15

2015-16

r88,39,38,600 (tT returns
j already filed & fusessment not
yet over)72 Taxes recommends that KSFE

the accounts promptly in
nal interest for delayed tax

The Committee
should maintain
order to avoid pe
payment.

software (CASBA) has been
g the FY 2016-17 and in the
the Company was able to

complete finalization of
date. rhe rorr our * LTTJi'"I.ffiil

manner.

nalized any
will siti fil

udi

acco tsun for rhe FY 20 71 1 I8 e ear endedv
73 03 2 L0 I8 s alm fiost and erh Comp

be ln o tn opo Ie ts IT returns before the
edu teda on the basls a ted accounts As

ilize
tis ril
finaliz time

CASBA has tas b d dan rformPe mg
sa cfa to Com anv do on tp foresv ee bro emIp
ln the a occmg unts m a bound

Core Banking
ro]Ied out durin
following year,

FCb2A/JKIPUC/DRAFT RREPORT/74O REPORT
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The Committee recommends to improve

financial management in KSFE in mo

manner.

the existing

re effective

)

Existing linancial management in the company has been

improved bY effectively streamlining supervlsory

funtionalities. A Manger has been posted additionally

in the DePafiment exclusively for handing audit related

activities and coordinating activilies at

branches/Ros/Ho antl auditors with regud to statutory

audit. This has resulted in strengthening supervisory

effecdveness leading to optimal utilization of resources

in suPPort of overall financial management' Similarly'

CompanY has also indueted one more Ieading Ghartered

Accountant firm lWs Cheeran Vughese & Coi

addition to IWs Varsra & Varma, Chartered

Accountants as the tax consultant for speddy disposal of

pending IT cases. In the resfiucniring proposal'

'ln

one

exclusive position in the cadre of AGM is being oeated

for taking care of taxation matters. Similarly a qualified

Chartered Accountant will also be aPPointed as Senior

Manager to take care of treasury oPerations. All these

wiII helP the ComPany in imProving its financial

management in an efficient manner'

FCb2A/JIVPUC/DRAFI RREPORT/74i' REPORT
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CHAPTER - II

SI. No. Para
No.

Department
Concerned Conclusions/Recommendations

1( ) )( ) 3( )

Action Taken by the Government

(4)
5( )L Taxes mmitt

sibil tain by

ffi ials violatin
Tax

eTh Co ee recolnmends ot fixres no Ip for th Iety o sSS us ed ethSK EF na d lm enalpose p fromty the errtngo c for Iv oslpro NS
ob ot the IncomecA t 1961

ection
Taxertain fa]1

dvan

tin
Anj sup Co rt,

ndia
Ka Hig

Unio dia ther-HC Raj oJ

I S 32 B4 2and C34 fo eth cIn ome Actto tnP terest no short ln ent ofpaym
a ce tax There nare umeroUS declsIons fonHo bIe Su e Courtprem d vanous Hi Courtch swh lnere tI had been cate oncallcl6 u elhv dp thatsuch lnteres It cs om nsape andtory not mpenal
nature Some cl areclb tenJ mudgm CIT VSum Ghaswala 2 25 ITRI reme u DrS Redda a dan ro spp vs niU no fo I dan Ors-arn tako h Co rtu L3 10 1 99 7 Unlon HomeProducts Ltd VS n fo nI and oanrKa 'nat,aka 24/O 1a 995 u Bh wanI sv

any realiti
tim whi

oN monet Ioss had eenbary In Ifl cted u onPCom and thp e roundttb Se revalp ent ln theoC m an ta ethp ov tln of ep ch reSUIted mon n remlttance of Iat ae St 90 rcentPe ad ance talx

FCb2A/JKIPUC/DRAFT 
RREPORT/74( REPORT



CCIT-Delhi HC O9l09l20rl, Tuticorin Vegetable

Marketing vs ITO-Madras Hc 24109/1999, CIT

vs Kotak Mahindra Finance Ltd-Mumbai HC

30/04/2003, Rajashri Productions Private Ltd vs

Add. ClT-lncome Tax

Mumbai L3/ 11/20 1'3 etc'
Appellote Tribunal

ii. No monetary loss had been inflicted uPon ttre

CompanY on account of payment of interest u/s

2318 and 234C as the said interest ts

comPensatory and not Penai
i.n nature. company

had not sustained anY monetury Ioss on account

of shortfall in PaYment of advance tax and

resultant interest Paid u/s 234B & 234C as the

said shortfoll hadbeen profitablY redeploYed and

earned interest athigher rate'

Interest @12% p'a' is paid under Secdon 2348 &

234C whereos overage yield on lending schemes

;i;;,2;*;""; i';'i;s ihat Perio d w as about 73'

14%oP.a.

iii. Budget of the ComPanY for the said Years

were dulY approved bY the Govemment and

estimated Proft as Per the approved budget of the

CompanY, as subsequently revised, based on

information received from branches/ ROsiHO

FCb2A/JK./PUC/DRAFT RREPoRT/74$ REPoRT
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) 1-

ti(a Tax

advance tax It ma be nv oted ttha as Secper on2 10s( of) th) e Income Act 1961 assESscehas to first est. mote hls tculTen erncom for theose otpury ment ofpav advance tilx

pany bmi
for pror,-al fosaid

by
fumished

app

da
bran di

il dis
omp ny

fumis

afores cial
resaid lin

tv Com has to Su t ItS annual bud et tothe ctbGovemment Its a ap nd bud et rctbsayears recommended Board were dulvto Government for roval tI man beo dte vthat budget osalpro op t eth Com tspanre vdp pare on the baSIS ot at ltco ected from Itsvanous ches dan fferent d rtmepa ents Afterdeta de cusSIons Board fo Dlrectors fo theC a a roveSpp annua bu et anddg the same Isthen hed ot vGo erllment rfo tSI a rova.lpB pud et fore eth dat finanforw yearsarded on the afo ES were dula ro vedpp eth Gby ovemment.

v. tima

ap
timated fi

ap
tim

tiranc

Es ted trofi S op f the Comp forany FY201.0 1 1 & 20 1_ L 72 as er thep bu etdgb provederhv Governm ne t & the es ro toc DS PIdered for a adp vym ano6 ce talx based as roG Pevernment vedpro dbu et andab sa revlsedfrom e to time ab sed on Informa on receI edfrom b hes/ Ros/Ho ls tabuIated hereunder

FCb2A./JKIPUC/DRAFT 
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profits

paym

rmatl

45.00
40.49

2010-11
58.53

44.5220Lt-t2
due Process wasent thatis evidThus itvl. estimated Profit toat the

followed for arriving
AII efforts'werepayqbie.ertain advance tax

asc considered for
en to ensure thattak mated Profits asi.e. esti

ent of advance tax
et was suitablYd budgvernment approveper Go s obtainedon/detaitrbased on inforevised year so as to arrive at

during the
subsequentlY

for the Year'ated Profitsrevised estim

considered for 1

payment of 
i

advance tax l

(Based on

budgeted Profit,
as revised based

received from l

branches/ROs/flO i

) (ln crores)

databtainiDiffic
sk

n-
wing

diti
mpmpany

amfroIume vo ngINlestulvlt ethutoothr ugltedewchesranbfoorketwntAS ov nVVrSctoafusovanotoe etat thS foSwInntfere efofoNSarodnEe Pe chanbrsynchro ofnotit7,Ateruo-cnonoC

Estimated Profits as

oer Gdvemment

aiproveil budget (in

crores)

Financial
Year

Estimated Profit i

actuallY i

on informalon

-- ^ ^ , -, ,nr r. /nR AFI RREPORT/74'h REPORT
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)

ati tin
tim tiinforma sy

tim timadi ectiIOJ estim
uIi

pertin
foresaid difficulti hifo van ti

any

o er onsp sre ul m absenctb ec to mte ated realgr
e on tem cet rn ntur osefl slu vham thepered Ie rev stI nov of es tes A]sofficul arlsesty m p ng ated cln mo edue ot the ec arp nature of Com s mpan amvbustness I e hc I tI lstty ten to Iote ath tthese a

ES were Ighr ghtedbe re uo s authon es/forums b thevoC m on np umerous occasIons and etlt sam ew accqre ed b thept emv

viii
E diffic tifaced

btainin timti

It ls al os ertinentp to o et ttha the ul es
erhby Com an mp ov eIo6 vfotn Ima on from var oI su fb anc she tn nonco uter eizmp d environment and resultan obl sempr

h rampe revis iong n of e ts imates on basistimely as
alre bady torought the attent on fo cA countaDy nt
General o o Princ A Tipal G, VM vide tterle of the
Com dp atedany o2 0 26 o 2

fo

e.d

Ftx rom the aforesaid f,acts it is eviden hat rprope
cepro dure had ebe n olf owed in ra rivin aIestima et d income r enp taym of advanc e xa and a

nepaym INclts, ud eint erng ts rwe e made based nowritten enot s as a ropp the Manby a tnI s
FCb2A,{K/PUSDRAFT 
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been Paid bY the ComPanY' it

ure and not Penal, as stated' 
'

Director (l/c). Whatever

,ier

ec

ssecaalr tyof pencA t,xaTemoclnUnderx. eeSSesasthetoneSrda givhenbeof srtuo nityopp
nrtu ityhcSI.I oppono432onectSredunerevHo

as eweSSEseastheotivensd shearelb ng sidateVArerthufearlc vsTht camoutaistesrent t onSecuitesfntefoeurtanota ryoce pensth decoverearc432danB432ontcSec432nda4B32 ncertaae blearch st5eerlntFno (ctiSereund ofoveryRndant oecocltXVf (ehcfo apt5seca ) theseawher69ctAxaTTheofesaxT ) dereovceractAdahet IderunnsoSovlralne pp setenaPebSA )eS lmpotenaPxxf (cer haptedun xxertcre hapnducA txaTmeoncerdundeosmp
nlo vardsnwo72notecSromfsenceommc

oottthe pasintathnotedrefurthbet mayx &B423t oncSerundetsreentdha paido anyc mp 796-91 995 6;99194- 5,99I9299 3,14c32 inarsehetof vorne5ebtc lnge03200200 01,o2 onndaewerC4 paid32&B432sutserntechh

Director/Manag ing

additional interest had

is comPensatory in nat

FCb2AJJK./PUC/DRAFT 
RREPoRT/74'^ REPoRT
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)

action had been contemplated in any case as no
monetary loss was inflicted upon Company by paying
interest u/s z34B & 234C.

xI company had cons stently ake tandn s statinI
that it had util tzed the short rem tta of advnce ance
tax for carrying out of its lending business which in
turn generates higher return (around t3_t4%) vis_a_
vis rate at which interest (t.e.l2y"p.a.) under Section
2348 and 234C is paid.

Thus it is ev,dent that Company had not sustained
any monetary loss by paying interest under section
2348 & 234C on account of shortfall in payment
advance tax and resultant intereit paid as the said
shortfall had
earned much

been profitabty re_deployed
hlgher yield (around B_14%) as

compared to the rate of interest paid (12% pa) under
section B4B and 234c.lt may be further noted that
INterest u/s 2348 and 234c are compe torynsa and
not pena tn nature as he d by H 'bt Suon e preme
Court and various High Courts, As no moneta
had been inflicted upon the Company no
rieeds. to be contemplated in this regarO.

ry oss

action

Fcb2A,oIopuc/DRAFT RREpoRT/74d R-EpoRT
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successiulty rolled otlt by the Company during fourth

quarter of FY 20:6-17' Company was able to derive

benefit of having a core banking software by having

Core Bariking software (CAStsA) had been

statutory audit for the next fiscal ie FY 2017-

ol.o4.2ol7 to 31.03.20t8) cornpleted by Jutv 20l8

t8

(

itself. Thus' subsequent to implementirion of 'CASBA;

Company was able to complete its statutoryr audit

within four months from the end of FY 2ol7-18 and

for the first time in the history of the Company' fite

lT returns on the basis of audited accounts within

the due date of filing returns'

The Committee expresses its disPleasure in deviating from the committee's recomrnendation to lmpose penalty on the erring
Remarks

Committee recommends that as the core banking sYstem has

officials for violating provisions of the Income Tax Act 1961' The

been imPlemented in ill the branches of KSFEL, the Provisioris of the Income Tax Act should be comPlied with bY calculating

the exact profit of the establishment.

l\.w
E. CHA}IDRA

' Chairman'
ThiruvananthaPuram, 

"

..Ot:.0.t:.tott
FCb2A,/JI(/PUC/DRAFf RREPORT/74. REPORI

Stated, the said Para maY be

settled and droPPed'

presentation as

kindly treated as
the aforesaid factualBased on

Core Banking System in all branches of KSFE at

the earliest and to submit the report to the

Committee.

recommends to imP'lement the
The committeeTaxes9

C o mmitte e orr P ublic U nd er taking s'

,


