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INTRODUCTION

I, the Chairrnar! Committee on Public Und€nakings (2016-2019) having

b€en authorised by the Committ€e to p.esent the Report on its behalf, Pr€sent this

Thirteenth Repod on The State Farming Corporation of K€rala Limit€d, based on

the Repod ot the Comptroller and Auditor General of India for the vear ended

31 March, 2012 (Commercial) r€lating to the Public Sector Undertakings of the

Govemment of Kerala.

The aforesaid Repon of the ComPtroller and Audior General of India for the

year ended 31st March, 2012 was laid on tbe Table of the House on 18_2-2013.

The considerauon of the audit paragraphs included in this R€pon and the

exanination of the departnental witness in conrcction ther€io was nade by the

Committee on Public Undenakings constituted for the years 2014-2016

This Report was considered and apprcved by the Coonittee (2016-19) at its

n€€ting held on 18-1-2017.

The Commitrce place on record i|S appreuation for rhe as'itrance rendered

by the Accounhnt General (Audit), Kerala in the examination of the Audit

Pamgraphs in€luded in this Report.

The Committee wishes to express thanks to the officials of the Agriculture

Department of tbe Govemment S€cr€Lariat and the State Farming Corloration of

Kerala Linited for placing the malerials and infonnatioo solicited in conoection

with the examination of the subject- The Committe€ also wishes to thank in

panic!lar $e Secretarie! lo Govcrnmenr-Agrn ul(urc dnd Findnce Depanments and

the officials of the Slate Farming Corporation of Kerala Limit€d who appeared for

evid€nce and assisted lhe Comminee by Placing their vi€ws b€fore x

Thiruvananthapuram,
gth March, 2017.

C, DIVA(ARAN,

Choiman,

Commitree on Public Undertakings.



REPORT
,ON

IIIE STATE FARMINC CORPORIITION OF KERALA LMIIED

AUDII PARACRAPH 19

Avoidsble expenditurc on interesl

Failur€ to adh€r€ to th€ Fovisions oI Agricultural Incom€ Thx A.t r€sulted in
avoidabtE axpenditurc on inter€st of I 2.64 .roru

The State Farming Corporation of Kerala Limited (corDpany) is a profit

making Pubiic Se€tor Undenaking (PSU) engaged in farming activiri€s and is an

assessee under fte Kefala Agriculture IDcome Tax (AtT) Act. covemment of

Kerala exenpled (February 199a) the company for six years (1992-1993 ro

1997-1998) {rcm paying AIT for providing financial assistance io Trivandrum

Rubber Wofks Limited (TRw), a loss making PSU engaged in rh€ manufacture of

rubber based products. Th€ Company transfened tund and material ro TRW from

1993"94 onwards and this contirued b€yond March 1998 (up to 2007-2008) ro

m€et the wofking capiral r€quir€ments and payment ofsalarjes to employees.

Atthough the Conpany was liable to pay AIT from 1997-1998, th€ Conpany

did not have AIT liability for six years (upto 2003"2004). Though rhe company was

liable to self assess the tax and fumish r€tums and pay advanc€ tax before rhe end

of Febmary each year, th€ Cornpany b€latedly fil€d felurns for the years 2002 03 to

2007-2008 (six yearc) and remitted I 12.67 cmre towards self ass€ssed AIT only in

F€bruary/March 2008 and October/Novembpr 2009.

38Cr/2017



The details are as follows:

ai.sl.
No.

Penod (FY) No. of
years

Self Assessed AIT liability
(Admitted Tax) ({) Admitted

tax paid (l)

Int€r€sl

Dept. for
delay (r)

1 1993-1994 lo
1997 1998

5 Exempled Nil Ni1

2 1998-1999 to
2001-2002

4 No profit Irom Agdcultural
activity. Heoce no AIT

Nil NiI

Nil3 2002-2003 to
2003-2U)4

2 Staned makjng taxable
income, but no AIT liability
on accourt of s€t off of
cafry forward iossess

Nit

2004-05 to
2007,0a

726711438
(8715385+34S66367+43772236)

(paid in Feb./ March 2008
and Oct./Nov. 2009

t267t7{3A 2€r412641

The Assistant Commissioner, Commercial Taxes D€partrnent finally assessed

the AIT (August/October 2011) as I 14.10 crore and alt inrer€st of { 2.M crore

was charg€d.

The Company r€plied (July 2012) that rhe delay in paym€m ofAIToccu(ed
since the request for exemption was pending before covernment in view of
continued fund transfer to TRW. They also srated that rh€ inrer€sl r€ceiv€d from

{ixed deposits was I 1.37 crore.

The rcply is not acceptable since rhe Company was aware of the lact that the

benefil of exemption (a 17.73 cror€) available lrom paymenr of AtT up to
1997-1998 was far in excess of the {inancial assistance (l 13.30 crofe up to
2004-2005) to TRw. The Company should have adh€r€d to rhe provisions ofAIT
and filed the r€tums rimely. This could have avoided tha paymenr of imerest of
12.64 crcrc on account of rhe AIT liabilty.



J

The matt€r was !€port€d {July 2012) to covprnm€nt their reply was awaii€d
(Novemb€f 2012).

lAudjt paragraph 4.7 conrain€d in rhe rcpon of tbe Compuluer and Auditor Cmpral
of tndia for de year ended 3rsrMarch2012.l

Notes furnished by covemEent on Audir paragraph are giv€n in App€ndix lI.

1. The Comnitle€ sought explanatioD r€garding the failure to adhere ro rhe
provisions of Agricultural lncome Tbx Act wbich Esulted io the payment
of an avoidabl€ peml iDterest of { 2.64 crore by the Colporation. The
witness replied rhat the Governnent vide C.O. (Ms.)No. 31/94lAD dated
8-2-1994, directed rhe corporation to take over Tfivandrum Rubb€r
Works Ltd. and to provide fiiancial assislance to it and ir was stated in the
above order thar Govemmeot would erempt rhe Corporalion from
payment of Plantarion Tax alld Agriculrural tncome Thx up to
March 1998. Hen€e the fund ransfer and mat€rial rransfer to TRW was
continued rill 2007 though rh€ Conpany had requ€sred fof tax exemption
lor thar period, ir €nded in vain.

2. Subs€quenlly due to the decision of liquidarion of Tiivandrum Rubber
Works in 2007, the Company retunded I 1,06,90,245 to State Faroing
Corporarion and as State Farming Corporation of Kerala was makiry
beler profit from 2005-2006 onwads tax retum up to 2007-2009 was
filed and an amounr of { 12.67 crore was rcmirkd as AIT. The interest
for th€ delayed .emioance was reassessed as I 2,64,12,641 and revised

assessment ord€rs w€r€ also issued due to the sbort remittance in
2006 and 2007. Durirg rhe period oI delay Corporation had earned
inreresr of { 1,37,30,968 against the lax anounr deposit€d in banks and

the net intercst remi[ed to covernm€nt was { 1,26,81,673.

3. To the qu€ry of the Committee pgarding rhe reason for the d€lay in liling
retums, the witness replied that since th€ ret$os had to be filed along with
the receipt of rcmiatance of ta{, the company had kept in abeyaDce rctum
filing process on the assumption that exemption from the payment of tax

would b€ allowed due lo tbe conrinued fund EarEfer ro TRw'
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The financial position of the Corporatior had improved at ftat dme and

I 12.67 crore had been remined. Th€ wilness also added that the

application to q'aive dl€ penal interest is under consid€ration of the

Government and steps wil be taken for the sp€edy disposal of the appeal

khich was p€ndrng belore fie Taxes Comrntssioner.

Conclusions/R€commenda.ions

4. The Commine€ is distnssed to note the failure of rfie Corporation to
adher€ to t|le provisions of AgriculNral Incom€ Taa Ad rcsulting in
the paym€nt of a penal intercst ol t 2.64 crole. The Commiat€e

r€commends that th€ Government should take dccisions for th€ final
disposat oI rhe AIT app€al ffl€d by the Coryoration requesting
waivcr of lhe penal int€r€st and urges the covernment ro pursue the
matter urgendy and make it5 berefit available to th€ Corporation.

Thinrvananthapuram,
gth March, 2017.

C, DIVAKAIT-{\,

Chairmon,
Committee on Public Undertakings.



5

APPENDIX I

SUMMARY OF MA]N CONCLUSIONS/RECOMMENDAT]ONS

Para
No.No

Conclusions/Recommendations

The Committee is dislressed to note the failue of the

Corporation to adhere to lhe provisions o{

Agricultural Income Tbx Act resulring in the

Agriculture

lpayment of a penal inter€st of { 264 crore Tbe

committee r€comnends lhat the Govemment should

take decisions for the final disposal of the An
appeal liled by the Corpo.ation requesting waiv€r of

the penal inlerest and urges the Govemment to

1Ourcue 
Ue maner uqendv and make i|l ben€fit

Id.r'a 
dblcro dte Corporatjon
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APPENDD( II

NOTES FURNISHED BY GOVERNME]\'T ON THE AUDIT PARAGRAPH

Paragraph
R€ply furnis}ed by Government

4.7 (2011-2012) The Government vid€ G.O. (Ms.) No. 31/9,vAD dar€d

I 2 1994 directed State Farming Coryoration of Kerala

to take over Tlivandrum Rubber Work Ltd., and 1o

provide financial assistance to them. 1r was slaeo ln
the above order that Covernment will €xempl the Slat€

Farming Corporation of Kerala frcm paynent of
Plantation Thx and Agriculturat Incomc Thx up to
March, 1998. After entrusting the Management of
Trivanal.um Rubber Works, fund transfer and marcnar

t.arsfer to TRW up to 2007-2008 have been made for
neeting lheir working capital rcquirement and for
paym€nt of salaries and other employee benefits. The
board vide Resolution No: 2885 jn their 184th neeting
held on 23-1-2002 directed rhat rhe matt€r ol getring;

expmptioo from paym€nt of Agricultural Income Tax

b€yond 1998 has to be taken up wilh covernmenr.

Accordinglyih€ matter was takeo up with covernment.

Subsequently as resolved by the Boad of Dircctors of
Stat€ Farming Corporadon of Kerala fund transfer
to Trivandrum Rubber Works continued unril
the tansfer of land to Airpor. Authority and to rake up
the matter o{ exemption fiom payment of Agricultural
Income Thx to thp dale upto which fund and mat€rial
uansfer is made TRW He[c€ State Fafming
Corporadon Kerala had again taken up with
covernm€nt for €xemprion from payment of



Agricultural Incom€ Thx upto 2005-2006'

It has been informed to the Board in 207rh rDeeting

held on 27-3-2006 thal Agicultural Incom€ Thx retum

for lh€ period fmm 1998-1999 to 2005-2006 has nor

been filed and Goveroment hai not taken any decision

on r€quest for €xemption frcm paymenl of Agricultural

Incon€ Tax beyond 1998 The Board vide Resolution

No. 3338 directed to take up with Govemment lor

exompdon on from paloent of Agricultural Income TarL

However the fund transf€r was again contilued as per

Government directioN during 2006'07 and

2007-2008 and hence agricultuial Incom€ Tbx was not

paid and return not fil€d for the above periods But

subsequendy while granting comPensation pacl'age to

the employe€s of Trivandrum Rubber works,

Government granted funds and Trivandrum Rubber

Wo*s r€funded t 1,06,90,245 to Stat€ Farming

Corporation of Kerala (Thblel).

There was no profit from agricultural activity trom

1998-1999 to 2001-2002 and hence there was no

Agricultural Income Thx liability. But the Company

started making taxable income 2002-03 onwards But

due to set off of carry forward losses, there was not tax

liability in the financial years 2002-03 and 2003-2004.

From dl€ finan.ial year 200+2005 onwards, there was

lax liability on d!€ agricultural and against which

exemption \tas sought in view of the conrinued tund

transfer to Trivandrum Rubber Works.

In the Meantime Govemment issued directions to

liquidate Tlvandnrm Rubber Works L!d., vide G.O.

l1v..)No. rS:lozlao auted 25-8'2007 in view of the



transfer of Thivandrun Rubber Works Land to Air?oft
authority of India for the d€velopm€nt of T.ivandrum
Airpon as Slate Farming Corporation of Kerala js
naking b€tt€r profit from 2005,2006 orwards as

decided by the Board of Directors AIT relum upro
2007-2008 filed and ta{ of t 12 crores paid in Feb.and
March, 2008. Th€reafter while issuing pr€ ass€ssmenr
notice, the Comnercial Thxes deparrmenr demanded
balanc€ admined tax of { 67,11,43a and interpst for rhe
delayed remittanc€.

The above balance of admitted tax was also remitred in
October and November 2009. The delay in filing of
rerum was occurred due to the pendency in applying
for exemprion of tax wirh covernment in view of the
continued fund trarsf€r !o Trivandrum Rubber Works.
The application fof exemption fron AIT was put up
due |o the shortag€ of funds and ensuing r€ planLarion
commitmenls. But subsequently due ro decision of
liquidation of Trivandrun Rubber Works and
Improv€m€nl in the financial posirion corporation
decided to withdraw the exemprion application and
rcmitted tax. Th€n Stat€ Farming Corporarion of Kerala
have taken up the manef with gove.nment stating that
the delay in remittadce of AIT was occurred, smce tne
malter of grandng exemption from payn€nt ot AtT in
view of the continu€d fund rransfer ro Trivandrum
Rubber Works.

In the meantime the Inspecring Assistant Commissioner,
Commercial Taxes Kottara-kkara has issu€d assessmenr
ord€rc for &e years fron 2001-2002 to 2006-2007
(Assessment years 2002-2003 to 2007 2008). During
assessment lie depanment has adjusred the amoont
remitted firstiy against the inrerest and the balance
earmarked for adnined tax.

3 
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Wlile issuing Assessment orders for the assessment

yeals 2001-2002 10 2007-2008, some of rhe eligible

expenses were disallowed and some non agricultuJal

incomes were taken as Agricultural Income. Thus tax

was assessed in excess and the demand for

{ 10,45,12,002 issued for the above years.

Thus SFCK have filed Appeals with Appellate

Authodty against the order of Impecting Assistant

Commissioner, Kottarakkara. But $e Inspecting fusistant

Commissioner, Konarakkara had nol issued the

admitted tax remittance certiJicale for the assessment

yearc 2005-2006 to 2007-2008 due to the shon
remillance in 2005-2006 and 2006-2007. Thus the

Deputy Commission€r (App€als) informed that State

Faming Corporatron of Kerala's Appeal is d€f€ctive

due to th€ non remittance of above differential amount.

To hear tbe Appeals, the admitted tax togethef with
inter€st has lo be remitted. The State Fatmirg
Corporation of Kerala had intimated the Commercial

taxes depajtment ihat the matter of waiver of interest is

under the consideradon of Govemment. But Taxes

Department inforned that the above amount of

Rs. 3,11,96,291t has to be r€mined for hearing the

Appeal. Thus, Stat€ Farming Corporation of Kerala had

r€mitted the amount "UNDER PROTEST" wilh the

lapproval of board pending th€ Iinal decisior regading

]waiver of interest by Government. subsequently lhe

interest portion was reworked by the Agricultural

Incom€ Tbx Authorities as { 2,tu,12,641 and revised

lorder issued. During the Period of delay Coryoration

Jhas eamed inrctesi of about t 1,37,30,968 against the

Itar amount deposited in banks and lhus net interest

iremitted to Govemment is t 1,26,81,673

38CV20l?.
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ln view of fte above it is infomed that the delay in
filing retum was not int€ntional or not a failure on the

Pan of Company. It was occurred due to a g€nuine

iotention to g€t waiver of Agdcultural Incom€ Tax

b€yond 1998 due to continued fund rransfer to
Trivandnrn Rubber Works Ltd. Now the apptication

for waiver of above inter€st is under the active
coniideration of Cov€mment.
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