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INTRODUCTION

I, the Chairman, Commiitp€ on Public Und€rtakings (2016-2019) having

been authorised by the Commillee to present the repon on its behali Prcs€nt this

Twenty Fifth Report on Kerala State Bachrnrd classes Development Corporalion

Limited, based on the Fepo( oI the Comptroller and Auditor General of India

for the year ended 31 March, 2010 relating to the Public Sector Undertaklngs of
the State of Kerala.

The report of the Comptroller and Auditor Gen€ral of India for the year

ended on 31 March, 2010 was laid on the Table of the House on 28-6-2011.

The consid€ration oI th€ audit paragraphs included in |his repon and the

examination o{ th€ depanmental witness in connection the.elo were made by the

Committee on Public Undenakings constituted for the years 2014-2016.

This Report was considered and approved by the Committee (2016-2019) at

its meeting held on 2-3-2017.

The Committee places on record its appreciation for the assistance r€ndered

by the Accountant Gene.al (Audil) Kemla, in the examination of the audit

paragraphs included in this repon.

The Committee wishes to express lhanks to the officials of the Backward

Communities Development Depanment of the Government Secretariat and

Kerala State Backward Classes D€v€lopment Corporation Limiled for placing the

materials and infonnation solicited in connedion u,ith the examination of the

subject. The Committee also wishes to thank in panicular the Secretaries to

Government-Backward Communilies Developmeot and Finance Departments-

and th€ officials of Kerala State Backward Classes D€velopment Corporation

Limited who appeared for evidence and assist€d th€ Committ€e by placing theA

views beforc it.

Thiruvananthapuran,
gth March,2017.

C. DIVA(ARAN,
Chairman,

Committee on Public Undeftokings.



RBPORT ON KERALA STATE BACKWARD CLASSBS
DEVELOPMENT CORPORATION LIMITED

AUDIT PARAGRAPH 4.6 (2009-2010)

Avoidahle con nitkd liabil i ty

Th€ Company was formed (1995) with the main objective to promole

compr€hensive developmenl of backward classes and minority communities in the

State by rendering financial assistance in the fonn of low cost loans to set up

self employmenl venlures ard to undedake other welfare activities. The Company

was regislered as a non Banking Financial Company (NBFC) in May 2003 and as

per provisions of Seclion 65(l0t (zm) of Finance Act 1994, any ser.r'ice provided

or 10 be provided lo any penon by a NBFC in relation to banking and other

fimncial service is a 'taxable se.vice. Section 65(12) (ix) of the Act ibid tu(ner
provides lhat banking and other financial seflice shall include lendiDg. Thereforc,

taxable porlion i. a lending transacrion would be the documentation charges,

pr€essing fees and servicing charges collected fmm loarees. Failure or delay in
reminance of service tD( would attract penal interes! ar rhe rare of 13 pet cent
per annum. Th€ tax on banking and other financisl s€rvices was introduced

with effect from 167-2001.

Th€ Company has been l€nding money to its beneficidies after collecti8g
process;rg fee al lhe mte of 0.50 per cert since October 2000 up to 31st March,

2006 
^nd 

0.'75 per cent thereafter on loar disbursd ex@pt for nicrolo credit.

During 2004-2009, ihe Company has disbursed a total loan of < 386.08 crore to

the t'encficiaries ard collected processing f€€ of I 2.69 crore. The applicabie

service aax payable on $e processing f€€ thus collected worked out to { 31.63

lakh.

we nodced (Ocrober 2009) that although ihe Company was Liable (o pay

sewice lax on processing fees collected from loanees, the Company neither

registered itself as a Service Ta{ Assessee with Cenlral Excise Department nor

29 Ptucssing fe€ st Ihe r.te of 0 25 per ql oflom mourt subject to a ndinum of i 1,000 was
col1.cLd agonsr nicro cr€dii
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collected and paid seruice tax amounting to 131.63 lakhro lill Ausust 2010

Thus, frilure of the Company lo register irself as a Servicc Tax Assessee and

consequent non colleclion/non-remirrece of Service Tax on processing fee

collected from loan€es resuhed in avoidable commitled liability for pavnent of
service Tax(t 31.63 lath)rr and interest (? 7.85lakh) amoufiing to I 39 48 lakh.

(tunexute 2r.

The Company received (January 2010) a d€mand notice from Central Excise

Department for payment of service tax of t 30.75 lakh (tentative) on pro€ssing

fee collected during 2004-2005 to 200&2009.

The Gov€mment replied (May 2010) that Govemment of India (COI) had

b@n approached for €xemprion of the Company from payment of servic€ tax and

the response from GOI is awaited (October 2010).

lThe Audit Paragraph 4.6 contained in the Repon of the Complroller and

Audiior General of India for the year ended 3lst Mdch 2010.1

The Noles fumished by govemment on ihe Audit Pdagraph are given in

Appendix Il.

L The Committee soughr explanation regarding the re{sons for the failure to

regisler the Company as service lax assessee and the loss incuned due to the

belated remittanc€ of service tax. The Managing Direclor rcplied that, Kerala State

Backward Classes Development Corporation Limited was eshblished in 1995 and

Company was rcgistered as a Non Banking Financial Company (NBFC) ir 2003.

Since the company had already be€n exempted from Income Tax, it was of tbe

assumption thal i! was ex€mpted from Service Tax also when Servic€ Tax came

into force in 2001. The Commill€e poinled out that ifthe Company bad regist€red

itself as a Service Tax Assessee in lime and remitled lhe Service Tax of

{ 31.63 lakh, an amounr of 17.85 hkn bwards penal interest could have been

saved by the Conpany. The Commitke vehemen y stated Ihat such lapses should

30
ll

Woked oul for lhe p€riod April 2004 to Match 2009
Calul.red 4 ll pd *nt lur lhe pdiod 2004 05 ro 2003-0c
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Cotclurions / RccoEmctrdotiots

2. The Committee observ€s th€ Companyt failure to register irself as a
Service Ta{ Assessee and to renit the Service Ta\ in iime, as an insrance of sireer

negligence and iresponsibility. The Committee waxns that, since thes€ lapses

bear no excuses, th€ occunrnce of the same in future should be viewed very

Thiruvana hapuram,
9th March. 2017.

C, DTVAXARAN,
Chanman,

Conmi tee on Public Undeftakings.
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APPENDIX I

SUMMARY OF MAIN CONCLUSION,R.ECOMMENDATIONS

No. ConclusionYRecommendaions

sc/sr
Development
Departnent

(4)

The Committee observes $e Companys
farlure ro reSisler its€li d' d Se^ iLe Tax Assessee

and lo remit the Service Tax in time, as an

instance of sheer neglig€nce and inesponsibilily.
The Commilt€e warns lhat, sinc€ these lapses

bea no erluses, lhe oLcurrence o[ the .!me in

tuture should be view€d very seriously.
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APPENOIX II

Reply Pumished by covemment l

:-=
Regr'rere.l as a Serv'ce Ta\ Asse*ee un 2-11 2010 inl

(ompliance ol the C&AG commenr'. The €nrle Senr.e TaxJ

due from 2005-2006 to 200&2009 has been Emitled on

17 12-2010. Corporation is remixing the Service Tar on every

month thereafter promptly.

Wirh regard to the avoidable committed Iiabilitv and

Service Tax anounting to { 0.39 crores mentioned in lhe

The said Order &opped all the penalities inposed under

Sectior ?6, 77 and ?8 ofFi,ance Act, 1994leaving the liability

limited to Se.tion ?5. the inrcrest portions for the delayed

paymenr of Service Ta,x.

C&AC commenls. It is reporaed tbat as substantial portion of
this amount imposed under punitive provisions have been

dropped in the order cNOIv/1d39/2010 ST-Adjn and

lIvnt/62l2010 sT-Adjn dated iGt20ll by the comnissioner

of Central Excise and Customs afier hearirg the Corpomlion.
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