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INTRODUCTION

I, the Chairperson, Commiitee on Public Undertakings (2023-2026) having
been authorised by the Commiitee to present the Report on its behalf, present this
43" Report on Kerala State Road Transport Corporation based on the report of the
Comptroller and Auditor General of India for the years ended 31% March, 2017 &
2018 relating to the Public Sector Undertakings of the State of Kerala.

The aforesaid Reports of the Comptroller and Auditor General of India was
laid on the Table of the House on 19-6-2018 & 24-8-2020 respectively. The
consideration of the audit paragraphs included in this report and examination of the
departmental witness in connection thereto were made by the Cominittee on Public
Undertakings (2021-2023) at ifs meeting held on 21-8-2023.

This Report was considered and approved by the Comnittee (2023-2026} at
its meeting held on 30-10-2024.

The Committee place on record its appreciation for the assistance rendered to
them by the Accountant General (Audit), Kerala in the examination of the Audit
paragraphs included in this Repart.

The Commitiee wishes to express thanks to the officials of the Transport
Depariment of the Secretariat and the Kerala State Road Transport Corporation for

. placigg the maierials and information solicited in connection with the examination

of the subject. The Committee also wishes to thank in particular the Secretaries to
Government, Transport Department and Finance Department and the officials of
the Kerala State Road Transport Corporation who appeared for evidence and
assisted the Committee by placing their views before the Committee.

E. CHANDRASEKHARAN,

Thiruvananthapuram, j Chairperson,
11" February, 2025. Committee on Public Undertakings.



REPORT
ON
KERALA STATE ROAD TRANSPORT CORFORATION
(2016-17 & 2017-18)
Para 4.10 - Avoidable liability due to delay in collection of service tax (2016-17).

Delay in decision on collection of service tax from passengers of air-conditioned buses
resulted in aveidable liability of 3.05 crore, besides penal interest of T61.14 Jakh.

Government of India (Gol) issued (1 March 2016) a notification mandating levy of
service tax on the service of transportation of passengers by air conditioned buses
with effect from 1 June 2016. Accordingly, the service tax, being an indirect tax,
shall have to be paid by passengers availing such services at the rate of 6 per cent’.
Service tax so collected by the service provider was to be paid to the Ceniral
Government on or before 5% (Offlive payment)/6® (Online Payment) of the
succeeding month. Failure to pay service tax on or before due date would atiract
penal interest. Penal interest would be 24 per cent per annum if amount of service
tax is collected but not credited to the Central Govemment on or before the due
date and 15 per cent per anmum in-other cases.

Kerala State Road Transport Corporation (Corporation) was established (March
1965) under the Road Transport Corporation Act, 1950 to provide road transport
services and other ancillary services in the State. The Corporation operated 221 air
conditioned buses as of June 2016, Since service tax on transportation of
passengers by air conditioned buses would become part of the ticket fare, approval
of State Government was required for its implementation as per Section 19 of the
Road Transport Corporation Act, 1950,

As service tax became leviable from 1 June 2016 and in order io obviate payment
of interest on delayed payment of service tax, the Corporation ought to have
obtained approval of Government of Kerala (GoK) sufficiently in advance for its

1  After abatement of 60 per cent on service tax of 15 per cent.
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levy through fare hike with effect from 1 June 2016. Despite this, the Corporation
requested GoK only on 13 May 2016 to take a decision as to whether the service
tax was to be collected from the passengers or to remit service tax from the
existing revenue of the Corporation. As the Corporation did not receive directions
in this regard from GoK, the Corporation did not collect service tax from
passengers of air conditioned buses and did not remit the dues on account of
service tax to Gol. Approval of GoK for collecting service tax from passengers
was received only on 22 November 2016. The Corporation started collection and
remittance of service tax with effect from 16 December 2016 only.

Audit observed that the Corporation and GeK took about nine months? for taking
final decision on the subjeci. As a result, the Corporation did not collect service
tax amounting to 3,05 crore from passengers who availed service of transportation
on air conditioned buses during 1 June 2016 to 15 December 2016. Gol advised
(April 2017) the Corporation to make payment of the service tax on the value of
service provided during 1 June 2016 to 15 December 2016 along with interest.
Hence, the Corporation became liable to pay service tax from its revenue along
with penal interest of I61.14 lakh’. The Corporation was yet to remit the same
(January 2018). '

Thus, the delay in decision making at the Government / Corporauon level for
collection of service tax coupled with non-compliance of provisions of Finance Act
resulted in avoidable liability of X3.05 crore and penal interest of 361.14 lakh.

GoK stated (April 2017) that as soon as the said notification was issued, Gol was
requested for granting exemption from levying the same and since the request for
exemption was not accepted by Gol, permission was given (22 November 2016) to
the Corporation for collecting the service tax along with ticket fare, Accordingly,
the Corporation started levying the same with effect from 16 December 2016. It
was further stated that the liability acerued not because of any administrative delay
on the part of the Corparation.

The reply was not acceptable as Gol issued notification on 1 March 2016 with date
of effect from 1 June 2016. The Corporation should have approached GoK in time

2 About three months on the part of KSRTC and about six months on the part of GoK.
3 At the rate of 15 per cent per annum upto 31 January 2018.
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for levy of service tax from passengers of air conditioned buses. But, the Corporation
requested GoK only on 13 May 2016 and GoK accorded its approval on
772 November 2016 to charge service tax.

Thus, the inordinate delay on the part of the Corporation and GoK resulited in the
Corporation's liability to pay service tax of ¥3.05 crore along with penal interest
of ¥61.14* 1akh out of its own resources. The amount of penal interest would
increase if the payment is further delayed by the Corporation.

[The Audit paragraph 4.10 contained in the Report of the C&AG for the year
ended 31* Maxrch 2017}

The notes furnished by the Government on the audit paragraph are given in
Appendixz 11

Discussion and findings of the Committee
Para 4.10 — Avoidable liability due to delay in collection of service tax{2016-17).

The Committee enguired about the audit observation that the delay in
decision on collection of service tax from passengers of air conditioned buses
resulted in avoidable liability of X3.05 crore besides the penal interest of 361.14
lakh. The Chairman and Managing Director, Kerala State Road Transport
Corporation replied that the poatter is under the contemplation of CESTAT
(Customs Excise & Service Tax Appellate Tribunal).

The Chairman and Managing Director admitted that there was a delay in
remitting the service tax to Central Government, He added that after receiving
sanction from the Government of Kerala the fare was accordingly revised and
started remitting the service tax to the Central Government account, But due to
acute financial crisis of the Carporation, it was impossible to remit the tax due
from 1-06-2016 to 30-11-2016.

The Commitiee enquired about the remark in the RMT that the delay in
remitting service tax was related to the passing of Finance Act. The Secretary
ensured that the matter would be examined in detail and would furnish a report to
the Committee.

4 Upto 31 January 2018,
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The Commitiee observed that the amount of penal interest would increase if
_the payment is further delayed by the Corporation. So the Commitiee
recommended that expeditious action should be taken to curtail such losses in
future,

Conclusiens/Recommendations

L In the month of March 2016, through a netification, KSRTC was informed
that service tax should be collected from the passengers of air conditioned
buses but KSRTC did not collect the service tax and remit to the Central
Government on time. The Committee understands that the matter of
payment of service tax of ¥3.05 crore and penal interest of ¥61.14 lakh is
under the contemplation of CESTAT. The Committee cannot ignore the
failure of KSRTC even if it is pointed out that the amount could not be paid
due to financial crisis. The lapse on the part of KSRTC that led to this
situation cannot be justified, The Committee recomnmends that decision taken
by CESTAT in this regard should be informed te the Committee.

2. The Committee recommends to submit a report regarding the reference in .
the RMT furnished by the Department that the delay in remitting the service
tax was related to the passing of Finance Act.

3. The Committee observes that the amount of penal interest would increase
if the payment is further delayed by the Corporation. Hence the Committee
recommends that expeditious action should be taken to curtail such losses in
future,

Para 5.3 ~ Sharing of revenue from Build, Operate and Transfer (BOT) projects
(2017-18)

Due to non-adherence to the directions of Govermment of Kerala in payment
of annuity by the BOT operator, the Corporation incurred an avoidable loss of
interest of 0.40 crore. Further, the share of revenue amounting to ¥4.54
crore from the use of interest free security deposit remained to be claimed
from the BOT operator.
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Government of Kerala (GoK) approved (May 2007) the construction of four
shopping complexes on Build, Operate and Transfer (BOT) basis by Kerala
Transport Development Finance Corporation Limited (BOT Operator). The
shopping complexes were 10 be constructed on the land owned by Kerala Stpie
Road Transport Corporation (Corporation) at Angamaly, Thampanoor, Kozhikode
and Thiruvalla bus stations. In consideration of the use of land, the BOT operator
was to pay the Corporation an annuity at the rate of 50 per ¢ent of the net monthly
income® generated from the BOT project after the construction period. The annuity
was payable on quarterly basis.

The BOT operator completed the construction of all the four shopping complexes’®
between June 2012 and March 2016. Shops in Thiruvalla complex were not let out
as the Municipality did not allot building number to the shopping complex due to
violation of Fire and Safety Rules. {n Kozhikode shopping complex, shaps were
not allotted due to court case arising from allotment of the entire space as a single
b}ock to MAK Associates, the highest bidder.

The BOT operator started allotting shops in Angamaly and Thampanoot shopping
complexes with effect from August 2012” on the basis of highest monthly rent
offered. As of February 2019, the percentage of allotment in these complexes was
between 84 and 91 respectively. g

_ Audit observations on sharing of revenue in thesé two shopping complexes are

discussed below:

« According to the directions of the Government, the Corporation and the
BOT operator were to execute ai agreement for working out the net
income. Such an agreement was not executed so far (February 2019) in
respect of any of the shopping com[:lexes.

« From the Angamaly shopping complex, the Corporation was to get X3.80
crore (based on the net income worked out by the BOT operator) towards

5 Income after deducting all expenses related to operation and maintenance of the shopping
complex.

§ Angamaly in June 2012, ‘rhampancar in-May 2014, Thiruvalla i October 2015 and Kozhikode in
March 2016.

7  Income from pay and park derived from May 2012 onwards.



6

the annuity from the BOT operator during July 2012 to March 2018°. The
BOT operator did not, however, pay the share of net revenue to the
Corporation until November 2014 on the ground that the entire
commercial space was not let out and hence, the monthly expenses, for
operation and maintenance of the Buildjng was not assessable. ‘When the
Corporation took up the issue with the BOT operator in November 2014,
the BOT operator paid 33.01 crore as annuity on provisional basis in
seven {ranches between November 2014 and October 2017. The delay in
payment of the annuity ranged between 18 and 773 days. After October
2017, no payment was received till date (July 2018) despite £0.79 crore
remaining recoverable towards the share of the Corporation for the period
from July 2017 to March 2018,

Similarly, in respect of Thampanoor shopping-complex, ﬂl'e Corporation
was to get X0.39 crore towards the annuity from the BOT operator during
January 2015 to March 2018. But no payment was received till date (July*
2018).

As the Corporation carried out its day to day operations with borrowed
funds carrying rate of interest between 13 per cent and 14 per cent during
2012-13 to 2017-18, the delay in receipt of annuity from the BOT
operator, resulted in loss of interest of T0.40 crore’ tg the Corporation.

As per conditions of allotment of space, the successful bidders were to
remit Interest Free Security Deposit (IFSD) equivalent to 18 times of the
amount offered as monthly rent. This amount would be retained by the
BOT operator until the expiry / termination of the lease period. As per the
directions of the GoK, all the revenue derived by the BOT operator from
the BOT project after the construction period was to be included in
incame,

Audit observed that the BOT operator collected ¥23.83 crore'® from the tenants of
the four shopping complexes during 2014-2018. Income sharing formula between
the BOT operator and the Corporation did not consider the benefit derived by the

8
9

10

This includes share of income derived from parking fees during May 2012 to July 2012

Calculated at the average cost of borrowing of 13.42 per cent. § 0.37 crore in case of Angamaly
and X0.03 crore in Thampanoor shopping complexes respectively.

Angamaly < 13.50 crore, Thampanoor T 7.09 crore, Thiruvallz 2 3.20 crore and Kozhikode T 0.04

crore,
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BOT cperator from IESD. Considering the cost of debt incurred by the BOT
operator, benefit derived by the BOT operator from the use of 1FSD worked out to
£9.07 crore' during 2014-15 {0 2017-2018.

Although the benefit of 9.07 crore derived out of IFSD was 10 be shared with the
Corporation, the same was not done by the BOT operator. Thus, the Corporatioi
did not get 50 per cent (i.e.,X4.54 crore) of this revenue.

Thus, due to non-adherence 0 the directions of the GoK in payment of annuity by
the BOT operator, the Corporation incurred an avoidable loss of interest of 0.40
crore. Further, the share of revenue amounting to 4,54 crore from the use of
IFSD remained to be claimed from the BOT operator.

GoK, while confirming (July 2019) that the Corporation and the BOT operator
were yet to enter into an agreemen, stated that only rental income was directly
atiributable to the operation and maintenance of the building and, hence,
considered for calculation of annuity. GoK also replied that as per the accounts of
the BOT operator, X502 crore was due from the Corporation tgwards outstanding
loans and interesi thereon. Government directed the Corporation to reconcile the

loans accounts. Income sharing would be considered only after arriving at a final
decision in these matters.

The reply of the GoK was not acceptable because as per the orders (October 2007)
of the GoK, the BOT operator was to maintain full accounts of all fees including
realisable fees and other revenues derived / collected on account of the use of bus

. terminal complex. Fifty per cent of the net monthiy income was to be shared
between the Corporation and the BOT operator, Hence, the benefit derived out of
TESD was also sharable. Clearance of loan liability was not to be linked with the
payment of annuity as the BOT operator paid X3.01 crore as annuity in respect of
Angamaly project to the Corporation on provisional basis even when loan of X502
crore was due (March 2016) from the Corporation.

[The Audit paragraph 5.3 contained in the Réport of the C&AG for the year ended
31* March 2018]

The notes furnished by the Government on the audit paragraph are given in
Appendix 11

11 Interest has been working out taking average balance (i.e., opening balance + closing balance/2) of
ESD for each financial year.
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Discussion and findings of the Committee
Para 5.3 ~ Sharing of revenue from Build, Operate and Transfer (BOT) Prujects.

The Committee enquired about the audit observation that due {0 nen-
adherence to the directions of Government of Kerala in payment of annuity by the
BOT operalor, the Corporation incurred an avoidabie los§ of interest of ?6.40 crore
and the share of fevenue amounting to ¥4.54 crore from the use of interest free
security depaosit remained to be claimed from the BOT 6perator.

The General Manager, KTDEC informed that KTDFC had received deposits
from the general public and provided loan to KSRTC. Because KSRTC failed to
repay the foan, KTDFC confronted acute financial crisis and could not even
dishurse salary to its employees or return the mature deposits to the investors and
cases are also prevailing in this regard. ’ ;

The General Manager KTDFC added that in Kozhikoede, the entire space for
the shopping complex was gllotted as a single block to MAK Associates, the
highest bidder, Now the building is in a hazardons condition and MAK Associates
have to invest ¥34 crore to re-use the building and no one is taking the bid. The
Secretary added that since KTDFC constructed the building in 2013 by resorting to
the services of refired engineers, there have been nany vigilance cases related to

this,

The Secretary informed that the deposits upto I4500 crore to KTDFC are
guaranteed by the Government and Private parties are approaching the Government
to invoke the Government guarantee. He added that as the building is owned by
KTDFC and land owned by KSRTC, the only way to resolve the issue is to
lignidate the debs.

The Committee enquired about the current status of the shopping complex at
Thampanoor. The Secretary replied that the shops were allotted to Government
offices before the Covid situation but they had not remitted the rent citing the
Covid scenario. The Government also decided to avoid the rental payment due to
Covid conditions that also led to the loss of revenue.
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The General Manager, KTDFC informed that the shopping complex at
Angamaly was profitable in the beginning but after the Covid situation the cinema
theatre in the complex was closed down. He added that the shopping complex at
Thiruvalla is confronting huge loss and a notice to remit X33 crore in terms of
depreciation has been received form the Income Tax Department. He added that
the reason for non execution of an agreement between KTDFC and KSRTC was
the non fixation of rate of interest.

The Secretary put forward some suggestions before the Committee to resolve
the matter. Firstly, the Government may ransfer the ownership of the land to
KTDFC to adjust the debis, and then tc sell it off. Secondly, as the invesmment from
the general public is about ¥ 500 crore at an interest rate of 8 per cent, the
Government may increase the interest rate upto 9% per cent o avoid the
withdrawal of the deposits. Thirdly, the Government may merge it either to KSFE
or to KFC to retain the assets. Finally, the Government may put the four shopping
complexes for an auction and pay off the debts and there by it can re-instate the
eight permanent employees.

The Financial Advisor, KSRTC informed the Commitiee that the majar
investors are from North India due to the high interest raie compared to other states
and remaining investors from Kerala are in a pitiable condition as they are not
getting their mature investment back.

Conclusions/Recommendations of the Committee

4. The Committee understands that big projects that attract huge investments
are usually implementéd under BOT, DBOT or BOOT schemes since
Government is unable to find capital for such projects and private investment
becomes the main source,

5. As per the norms for projects under such schemes, the financial viability of
the project, the funding, the total cost of the project, rate of interest, the land
value under lease, the percentage of sharing revenue between the partners
and the time of returning the project will be determined by financial experts
in a transparent way and MOU will be signed before the starting the project.
In this context, the Committee could not find any logic why two PSUs under
one Department resorted to BOT for construction of shopping complexes
flouting all standard protocol of such schemes.

356/2025.
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6. The KTDFC, a Non- Banking Finance Company functioning umder Reserve
Bank guidelines was mooted to finance KSRTC by receiving deposits from
public, While embarking the project, KTDFC was already reeling under
financial constraints due to financing KSRT'C which could not remit money,
where the total amount with interest due to them totalling to around T500
crore. Hence, choosing KTDFEC as a funding parter for construction of
shopping complexes for KSRTC without handing over land, without fixing
rate of interest and signing of MOU, was a huge mistake done by the
Transport Department and it was like dipping a man in water who was
already gasping for breath. The Committee opines that this issue perfectly
illustrates a project that could fail catastrophically if a scheme with specific
norms and protocols transformed with perceived needs of officials.

7. The Committee observes that consiruction of shopping complex at
Kozhikode was unscientific such that people cannot see the name board of
buses parked in the station and the buses could not easily move between two
pillars and thirty one pillars of the building seen in a dilapidated condition
and as per the report of IIT Madras, the building is in danger. Hence the
Committee recommends that the amount for repairing the building should be
worked out and the amount should be levied from the coniractors under risk
and cost. The officials who entrusted the work to the contractor withowt
assessing and monitoring shall be found out and disciplinary action be taken
against them. ;

8. The Committee also noticed that the building is with KTDFC and the land
is with KSRTC and hence an amicable solution for the project is remote.
Hence the Committee strongly recommends that. suitable plans should be
evolved to settle the problem amicably between KSRTC and KTDFC and no
more new projects for constructing shopping complexes in KSRTC bus
stations in other districts should also be ventured into till the settlement of the
present crisis.

E. CHANDRASEKHARAN,

Thiruvananthapuram, Chairperson,
11" February, 2025, Comumittee on Public Undertakings.
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APPENDIX-I

SUMMARY OF MAIN CONCLUSIONS[RECOMMENDKI‘IONS

Sl. | Para | Department Conclusions/Recommendations
No.| No. | Concerned

L @ &) (4)

1 1 Transport |In the month of March 2016, through a noification,
‘ KSRTC was informed that service tax should be collected
from the passengers of air conditioned buses but KSRTC
did not collect the service tax and remit t0 the Central
Government on time. The Committee understands that
the matter of payment of service tax of X3.05 crore and
penal interest of 61.14 lakh is uader the contemplation
of CESTAT. The Comumnittee cannot ignore the failure of
KSRTC even if it is pointed out that the amount couid not
be paid due to financial crisis. The lapse on the part of
KSRTC that led to this situation cannot be justified. The
Committee recommends that decision taken by
CESTAT in this regard should be informed to the
Committee, i

2 2 Transport | The Committee recommends to submit a report regarding
the reference in the RMT furpished by the Department
that the delay in remitting the service tax was related to
the passing of Finance Act.

3 3 Transport | The Commitiee observes that the amount of penal
| interest would increase if the payment is further
delayed by the Corporation. Hence the Committee
| recommends that expeditious action should be taken to
L curtail such losses in future. J
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4

The Committee nderstands that big projects that
atract huge investments are usually implemented,
under BOT, DBOT or BOOT schemes since
Government is unable to find capital for such projects
and private investment becomes the main source,

(%5

5 l Transport

As per the norms for projects under such schemes, the
financial viability of the project, the funding, the totail
cost of the project, rate of interest, the land value under|
lease, the percemage of sharing revenue between the |
partners and the time of returning the project will be
determined by financial experts in a transparent way and |
MOU will be signed before the starting the project. In |
this context, the Commitiee could not find any logic why |
two PSUs under one Department resorted to BOT for
construction of shopping complexes flouting all standard
protocol of such schemes.

The KTDFC, a Non-Banking Finance Company
functioning under Reserve Bank guidelines was mooted
to finance KSRTC by receiving deposits from public,
While embarking the project, KTDFC was already
reeling under financial constraints due to financing
KSRTC which could not remit money, where the total |
amount with interest due to them totalling to around
X500 crore. Hence, choosing KTDFC as a funding |
partner for construction of shopping complexes for
KSRTC without handing over land, without fixing rate of
interest and signing of MOU, was a huge mistake done‘
by the Transport Department and it was like dipping a
man in water who was already gasping for breath. The
Committee opines that this fssue perfectly illustrates a
project that could fail catastrophically if a scheme with
specific norms and protocols transformed with perceived
needs of officials.

|
J




7

Transport

Transport

13

The Commiitee observes that construction of shopping
complex at Kozhikode was unscientific such that
people cannot see the name board of buses parked in
the station and the buses could not easily move
between two pillars and thirty one pillars of the
building seen in a dilapidated condition and as per the
report of 1T Madras, the building is in danger. Hence
the Commitiee recommends that the amount for
repairing the building should be worked out and the
amount should be levied from the contractors under
risk and cost. The officials who entrusted the work (0
the contractor without assessing and monitoring shall
be found out and disciplinary action be taken against
them.

The Cominittee also noticed that the building is with
KTDFC and the land is with KSRTC and hence an
amicable solution for the project is remote. Hence the
Committee strongly recommends that suitable plans
should be evolved to setfle the problem amicably
between KSRIC and KTDFC and po more new
projects for copstructing  shopping complexes in
KSRTC bus stations in other districts should also be
ventured into fill the settlement of the present crisiu

N ——




_____Action Taken
he Kerala State Road Transpo
collection of service tax orporation provides public road|
from passengers of air- ransport throughout the state of Keral
conditioned busesand inter state services’ . to  th
resulted in  avoidabl cighbouring States. Air conditioned
liability of $3.05 crore jand non Air conditiondd buges are used
besides penal interest offfor achieving the object of providin
R61.14 Jakh, ~ [cost effective, speedy and comfortable
journey to the passengers. Even thoughl
A tax on services was introduced by thel
‘entral  Governnent in 1994, tha'

ervice of providing public transpo
ough Stage Carriers (Buses) was no
vithin the purview of Service Tax orj
ervices  provided through  Aj
conditioned Stage Carriers with effect
om 01-06-2016 by withdrawing the|
Xemption provided under Notification
5/2012-8T  dated 20.06.2012 as(
pmended. On receipt of informatio
about the introduction of Service Tax,
tom the Consultant, all Unit Officers
ere alerted about the introduction of
ervice Tax from the Consultant, all
Unit Officers were alerted about the
introduction of Service Tax on Ticket
are of Air conditioned buses and
irected to collect such tax along with
icket fare vide letter dated 09-05-2016
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anaging Director, KSRTC in letter
0. TR/2/000195/2016 addressed to th
ecretary, Transport (B) Department,

SRTC bhuses. Alternatively, if the
ervice Tax is o be bome by KSRTC,
hen on an average Rs. 45,00,000/- pe
onth expense will accrue fo the]
Corporation. Copy of letter dated 13-
52016 is enclosed as Annexure -B.
Ogp 13-07-2016, Tax Cell (Chie
ffice) after collecting details from al
its, the Service Tax liability for Jun
016 was  estimated to !

The process of determination of T
iability continued every month. No
ithstanding the absemce of an

existing fare, the same could not b
remitted to the account of the Central
Government due to acuie financial
crisis.’

On 25-10-201% the Secretary,
Transport Department, Governiment of
i erala sought detailed statistics on the;
subject matter and the particulars Were
F:rovided vide letter TC1/001153/16
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Kated 28-10-2016. Copies of letters are
lannexed as Annexure -D1 and D2.

« | On 22-11-201& the Government ofl
"[Kerala issued order GO (Rt) NO,
146/2016/Trans  dated 22-11-2016
permitting KSRTC to collect Service
Tax along with the fare of Air
conditioned buses. Copy of the said
letter is enclosed as Annexure -E.
After receipt of sanction from th
Ciovernment, the fare was accordingly
revised and started depositing  the
Service Tax to the Central Government
account. Iowever due . to acute
financial crisis of the Corporation, it
was impossible to remmit the. Tax due
from 01-06-2016 to 30-11-2016.

The main objection of the C&AG is
that even though the notification is
issued on 01-03-2016 with its effectivel
date from 01-06-2016, the Corporation,
sought permission only on 13-05-2016
and ought to have obtained permission
sufficiently in  advance. This is
factually in comrect. As submitted
%bove, 10 notification was issued onl
0

1-03-2016 as a part of Finance Bill
2016 but only an amendment was
brought in to an existing Notification]
25/2012-ST.By proposing to amend
existing Notification 25/2012-ST, the
proposal was to exclude the existing
exemption available to Ajr conditioned
stage carriers. Being the Service Tax
introduced for the first time on the
ticket fare of Stage Carriers, thel
Corporation awaited the passing of the
Finance Bill by the Parliament for
taking further actions since provisional
collection of Taxes Act, 193] was not
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made applicable to Chapter V off
Finance Act, 1994 that remained as the
Egmte for Service Tax. Hence the
endment to levy service tax on the
ticket fare of Air conditioned buses got]
statutory sanction only after passage of
the Finance Bill by parliament and if
becomes an Act.
Soon on receipt of the information|
that the Finance Bill is passed withou
fany change in this subject, thﬂ
Corporation proceeded in seekin
direction of the Goverament and hencel
there was no delay on the part of the|
Corporation to seek permission from
the Government. The Finance Act]
came into existence .only on 14-05-
2016. While making the observation of
delay on the part of the Corporation |
the C&AG failed to consider thig
aspect and proceeded with the)
objection without appreciating the fact
that provisional collection of taxes Act,
1931 is not applicable to Service Tax
s in the case of Central Excise and
ustoms duties hitherto scrutinized byl
&AG, The delay alleged on the parg
f the Corporation is due to the
isconception that a new tax was
introduced on 01.03.2016 which had
he backing of provisional collection of]
axes Act, 1931 and the Corporation
id mnot seek direction from|
ovemment on time. From the above|
ubmissions, it can be seen that the
orporation  immediately  sought
ermission from Govemment when the

ot statutory  backing  through
egislative  sanction  when  the
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parlizment passed the Finance Bill)
- ROL6.

The non payment of Service Tax for|
an amount of Rs. 3.05 Crores with
interest as pointed gut in the audig
report happened. not due to any fapse
or administrative delay on he part of
the Corporation but only due to acute
financial crisis 'on a day to day bagis
wili stand testimony to the efforts taken
by the Corporation on the subject
matter and to prove that there was no
lapse or delay on the part of ihe]
Corporation. Hence the cbservation
imay be dropped. )
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KERALA STATE ROAD TRANSPORT CORPORATION
Preceeding
Alstract
KSRTC-Payment of Serviee Tax for 'l'ransporlalioﬁ of passengecrs hy awr--conditioned siage
carrier- %40, 92,028/-(Rupees Forty lakh ninety two thousand and twenty eight only)--

Sanctioned —Orders tssued

TAX CELL (Chief Office)
Ne: TCL/001153/16 Date: 13.07.2016

Read: {1) Iinance Act 2016
(2} Note from EDPC did 02.07.2016
(3) File No. TR2/000195/16
ORDER

As per referencg {* ¢sted, irancporta 1on of passengers by ai-conditioned stage carricr has

1

been made as # laxable servicc and hence the Corporalicn has (g remit Service Tax 1o the

department cancerned for the said service

As per reference 2ad cited, the amount of service tax payabie an account of the same has

been certifted as ¥40,92,028/-(Rupees forty lalh ninely two thousund and Twenty cight only).

Hence sanction is accorded for payment of 240,92,028/-(tupees Forty lzkh ninety two
thousand and twenty eight only) to the Department of Castums,Ceptral Exeise and Service Tax
towards serviee tak on the transportation of passengers by air-conditioned stage carrier for the

month of Tune 2016

_This has the concurrence of the Chmrman & Maneging Director

Financial Advisor & f Accounts Officer

Ta o . P Wm/w)ﬁq/l?

Budget Section:  that seclion i5 requested to prepsre & contingent biil for the
purpose and arrange payment immediately

Copylo : 1A Section; Cash Section. SF & F.

!

356/2025
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KERALA STATE ROAD TRANSPORT CORPORATION |
TRANSPORT BHAVAN, FORT, THIRUVANANTHAPURAM - 695 023
Telephone No: 0471-247101 1, Fax; 0471-2478685/ 24062679
_E-mail: mdkeralarte@yaboo.com Web: wwwhieralartc

No TC1 /001153116 . . Date: 28 10.2016

The Secretary to Government
Department of Transpost
Thiruvaranthapuram

Sir,
Sub. KSRTC- Service Tax on transportation of passengers by air-conditioned
stage carrfage — Reg.
Ref. (1) Letler No.Trans- AZ/78/2016 - Trans of the Under Secrelary, Depariment of
Transpori, Thiruvananthapuram
{2) Letter of the office No. TR2/000195/20616 dated 13.05.2016

iind.allention is inviled to the references ciled

As pes nolification No. 25/2012-8T of the Depariment of Finance as amended by
notification No.09/2016-ST dated 01 03.2015 the service of iransportation of passengers
by air- conditioned slage carriage has been taxed by providing abatement @ 60%.

The value for payment of Serwce Tax will be 40% of the foial value of lickets. The
rate of Tax will be @ 15% of the 40% of ihe value of ickets .Hence 15% of taxable
portion of fhe value of tickets will ke equal 1o 6% of the full value of ihe same

eg 100x40x 15=100x B
100 100 100
Mence the Government has not given any direction 10 the Corporation to levy tax on
the same no amaunt has been coliected rom the passengers in ar- conditioned buses
on accolmnt of Service Tax till now. But the tax diability for the same from 1.6.2016 to
30.9.2016 has amounted up to ¥ 185568005/

Details given
Totai (T)
: ol o No of Days Delayed | Interest
Month | Service Tax p to 30/9/2018 @15%
June 16 40,92,028 17 1,886,754 | 4208782
July 16 48,298,807 86 1,70,687 | 50,00,504
August.i6 45,17,975 58 1,02,118 | 4620094
Sepiember 16- 46,03,224 24 45,402 46,48,626
Total 1,80,43,034 514,972 | 1,8558,006
Yours faithlully,
a
Chawmal .ﬁa/ging Director
S.8UJATHA
Dy. CAO.. Al
KSRTC

Thiruvananthapyuram
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VS ENT OF KERALA
Abstract .
Transport Department - Kerala State Eoad Transport
Corporatiomr -  Collection of Serviee Tax from

passengers at the rate of 8% aiong with the ticket
charges of all air condittoned stage carriages
belonging to KSRTC - Qrders Issued
TRANSPORT (A) DEPARTMENT
G.0.(Rt)No.
. &46/2016/TRANS Dated, Thiruvananthapuram,22/11/2016
Read" 1. DOF No 334/8/16-TRU dated 29.02.2016 of
the Government of India, Ministry of Finance
Department of Revenue.
2 Letter N¢ TRZ/000185/2016 dated
13.05.2016 from the Chairman & Managing
Director, KSRTC, Thiruvananthapuram.

ORDER

As per section 149 of the Centrai Finance Act,
2016, item No {1} of section 66D{(0) of the Central
Finance Act 1994, the itern ie, “service of
transportation of passengers, with or with out
accompartied beilongings” was deleted with effect from
01.06.2016 from the negative entry list. Hence,
serwce tax is applicable to Stage carrizge buses. But
the' hon air-conditioned buses are exempted from the
service tax as per the Central -Act.
As a result service tax for the services teing rendered
“te the passengers of the air-ceaditioned stage
carriage buses have to be collected with effect from
01.06.2016. Since 15% service tax, ncluding the .
Krishi Kalyan Cess, is applicable wt! effect from
01.06.2016, 60% abatement is availavi> and hence
9% of the 15% -cess is to be exkrnwed and the
remaining 6% 15 to pe coilected from th * nassengers.

3) As this service tax is ta be reritted by
collecting it along with the ticket charges or by
directly from the income of the Corporation with
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-1
effect from 01.06.2016 at the ratc of 6%, the
Chairman & Managing Director, KSR, vide letter
read as 2nd paper above, requested immediate’
decision of the Government in this regard.

4) Government have examined the matter in
detail and are hereby accord sanction o KSRTC to . _.
coliect the service tax from the passniigers at the
rate of 6% (six) along with the ticket charges of all
Air conditioned stage carriage. buse~ elonging to
KSRTC. .

By order ¢f the Governor
K.R.IYOTHILAL

SECRETARY
T% Chairman & Managing Director, Kerala State

' Road Transport Corporation,
Thiruvananthapuram

[ —mee oy o Eatkkn e
E - f 1) Ea SRy

The Principal Accountant Generat (ARE) Kerala,
Thiruvananthapuram. ;

The Principal Accountant General (Audit) Keralg,
Thiruvananthapuram. AT

Finance (P.U.A) Department

Ref. File No. 793440/PUA2/16-Fin dated
23.08.2016) .

Stock file / Office co

Gl ok ’Pfié [uletr & P,,jﬂ"mg.,_ P, Roreee B

Forwarded/By order

. Spction officer .



ction Taken Report on Andit a 5.3 of Re or the ve nded on 31.03.2018 relating to loss o

interest due to delaved receipt of annyity in K.8.R.T.C.

audit . | .
;I_JEL_ No. | Recommendanon_s_ ‘ Action Taken A e B
r 53  |Due to nor-adherence to the directions II Kerala State Road Transport Corporation incurred an avoidable |

of Government of Kerala in payment of|loss of interest of Rs.0.40 crore due to non-adherence to the orders of
| |annuity by the Build, Operate and|Government of Kerala in receipt of annuity from KSRTC - KTDFC |
| |transfer (BOT) operator, Kerala State| BOT Projects. KSRTC had given permission to KTDFC to build Bus |
\Road Transport Corporation ifcurred an| Terminal cum Shopping Complexes, as per the Government orders at |
|avoidable loss of interest of Rs.O.40|TIﬁruvana.nﬂ1&pm‘am, Angamaly, Thiruvaila and Kozhikode Depots,
|crore, Further, the share of revenue The amount sanctioned by the Government to build Bus Terminal
|mounting to Rs.4.54 crore from the use|curn  Shopping Complexes at Thiruvananthapuram, Angamaly,
of interest free security deposit remained | Thiruvalla and Kozhikode depots owned by KSRTC are as follows.
to be claimed from the BOT operator. | 1. Thiruvananthapuram - Rs. 55.94 Crores i
, 2. Angamaly - Rs.29.04 Crores
| 3. Thiruvalla - Rs. 35 Crores i |
4, Kozhikode - Rs.43.21 Crores !

{ . It was stipulated by Government that, KTDFC should execute a|

[Memorandum of Understanding with KSRTC, regarding the operation |

(of BOT Terminals and the rentsl income generated from these projects |

\should be mutually shared, :
! KSRTC has received only an amount of Rs. 3,01,71,700/- from |
[KTDFC towards annuity fee from Angamaly BOT project as on|
' 130.06.2017. Inspite of demanding the balance amount several times, no
‘ [ |amount was received from KTDFC. - [
| KIDFC hss intimated KSRTC vide letter No.|

| KTDFC/BOTD/Common/03/07/2019 dated 28.02.2020 that & decision |
_ |has been taken in the 164" Board Meeting of KTDEC to adjust the

a9z



S
T Ammuity Amount in the interest amount to be paid by KSRIC to KTDFC
|which arose as a result of pending dues towards the loan repayment
taken by KSRTC from KTDFC.

Thus the balance Amnuity amount from Angemaly BOT as well as
from the remaining three BOTS are not paid to KSRTC by KTDFC.

KSRTC has requested that the Annuity should be paid to KSRTC
and that there cannot be any adjustment of dues to be paid by KSRTC,
and that KTDFC should enter into an agreement. Steps are being

imitiated in a faster pace to enter into agresment with XTDFC in all four
BOT projects. : J

. VIJAYASREE. K.8
Joint Secreiary to Governiment
Franspest Department,
Gawerunent Secretariat, Tvpoi.
Ph: 0471 2518284
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