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Appendix II -

GOVERNMENT OF KERALA
. Elsctronics & Information Technology (A} Department

Audit Para

NDIA FOR THE YEAR ENDED Q‘g’ MARCH 2014

The davelopment of IT parks was done in two ways viz. ditect
development and indirect development. -

Direct development - the Govemment organisations ereale the
infrastructure and gwe the hullt up space to IT companies on lease
basis.

Ihdirect develnpmenl - land is aliotted - to . major, IT
companiesfinfrastructura - davelopers (co-developers} by the
Government for the devalopmant nf their own IT parks with lhalr own
fund for their ow use.
“Qut of the 1384.12 acres of land provided. for I dsvelopment from
1980 to 2010, only 504.40 acres (36 per cent) had been utilised so far
{Novamber 2014) and the balance 879.72 acres (64 per cent) was still
remaining unutifised.. The major part of unutilised fand was with
Techno-park (Phase V), info-park and KSITIL as shown helow:

St Remarks
‘No |- No. .
1| 2 '3 4 .
14421 L'and‘re'maining idle and unafletted or unutilised : IT parks. arg proieéts that are of Iarge in naturé envisaging

huge investment requiring various types of approvals from
both Central and State government agencles and other
financlal institutions such ae Environmentat clearance, SEZ
approvals and nofifications.. ete. IT parks are normally

"planned to be completed wittiin 2 period of € to 10 years.

The basic intention is to create the necessary infrastructure

of globat standards and to provide the nacessary support for
the growih of industry. The leasing out of ali the available |

land to companies at one streich is not advisable. Setting
up of IT parks as well as its expansion requires careful and
lang term planning so as to achieve provision of necessary
support for the growth of industry.The reasons for nen
utilisation of land varies.

st Mameorme | Locaon Yesrof | Tolslares ' Ares
alotted .

Tabla 4.1: Total land taken for IT parks and its present status
- {Area in acres)

[ oun  Usussdind |+ Toll

No.' Perk/ soqusiion)purchase’ of land solied  inctotisd | ummed
. t‘_ ] I ares area ares .
A, . Technopsk | Phased/igsp | 19934 . 15354 0 297 297
© 7 umelizogs - 8800,  edo o o I
Phase (42011 -p2O0 43z apas 18.30° a1.18
Technocky (Phese 42351 17517 24834 wged. 39518

WM2010)

| land in Phasa-Ill

TECHNG PARK :

In Technopark phase -lI!, the land has come to- the
possession of Technopark during 2010-14 and in the case
of Technocity during 2010-15.- There is no kand availabie for
allotment ir both these projects other than -2.36 acres in
Technopark Phase-Il. Steps are now being taken for
!easmg this land out; which is less than 8.3% of the total’
in Technocity Projects the Hon'ble High
Court has directed dispossession of 74 acres of land which
is under clay mining and 150 acres of land has been kept

aside for setling up a Knowledge City for which Expressions



-

Lz Infopak * Fhase 12004 008 WS 1 8.82 e.43 of Interest hias been called for and- Technopark is in the
Phase 2010 ° 12558 0A.81 5876 2258 830" | process of evaluating the proposals received.
3. KETL Huts sl Spoke aU2BS C BIE9 32088 400 324.68 INFQPARK KQGHI : :
.: TOTAL iz o4 - wias - oz | Ebase~| .

70848

Qut of the 100.88 acres. of land alletted to Infopark Phasa |

only 1.11 acres of land js unaliotted. This is earmarked for |

the Sporls and recreation centre and is waiting to ba
tendered, : ‘ . D

Qut of the 125.56 dcres of land allotted to'infopark Phase Il
only 30 acres of land remains under sale enquiries. The
deals will b finallsed for the entlra fand parcels before the

1 end bf the Financial Year 20'15-!6-.

Out of the land acquired by KSITIL they have created basic
Infragtructure facilities including water supply, power and

roads etc in most.of these lands for developing IT Parks and |-
{is taking appropriate efforts for marketing these fands to

IT/ITeS Companies.

422

by KSITIE :
"State to set up "Hub and Spoke modef” for IT development, The land
acquired was mainly in remote localities and was not suitable for IT
purpose. As a result, 320.88 acres of land remained unallotted till
up area in this land out of which-3,18,515 sq f area {80.76 per cent)

for developing infrastructure facilities in seven locations was T220.88
crore as shown below: h .

KSITIL acquired 402.65 acres of land at seven different places in the

date {November 2014). The IT parks constructed 3,984,390 sq ft built )
remained unallotied. The total expenditure for.scquisition of land and |

-In order to expand the IT Industry in the state i @
manner that benefits all districts, the State Govt. adopted
the Hub and Spoke model. The Hub and Spoke model was
planned with the Technopark, Tvpm, the Infopark, Kochi
and the Cyberpark, Kozhikede as Hubs and the Technopark
Kundara, Infopark Cherthala and Koratty, Cyber park. at
Kannur and Kasargod as Spoke parks. . :

L9



Table 4.2: The cost of developmant, total ares, utiisation of land for Hub and

\ ) Spoke model
{ 5 Mames Location Lond, Lsnd Arenot Asesof  Cosl  Puwan Parcailag
No. ihePak (Spoke) Year arealn remein buking biiding inCured Wge of o olifing
{Ftub) ’ BCTes  unafotis  mSq.  unadolt ferlend  idling - of
1 : o ain o FL.c edin,  wnd  ofland  buiding & :
. ! i acres 1 - 1 Sq.FL~ develop | infrestrust |
I . mentol | [
[ ] ! nfastiue HIET
1 : |m(!'n= i
b A : - ; orore) |
1 Techno Kundie /2008 | 4447+ 1B.45 | 100000 94220 | 4389 | 4142
Perk . ) L .
b e e SO R FIFRT I
ztlmm-nmw-' 9258 | 9258 o,t.o ¢ 020 iumn (L
H - i .
[ | st ot 1. ...
'* *: Chorthale/2008 | 8620 | 5130 zmimli 8648 : M 9345
[ . Momp2009 | 3000 | 1200 :moo;l o [ na 340.09 N
9 ) Cybar  Korbikods! | 4440 | 2143 [ 11781 0 9347 ! 4828) MM
| ‘pa i 2008 ) | ‘ i .
[ 7 konnwimoty’ | 2800 | 2500 [ o T o ' tas feomon] W
H A i | -
: ¢ | 100.00 | 100.00 toa iz 10000 NG
. X o i -
‘!'mm.‘ 40285 | 320,60 | 284200 | 2eE10 | 22008 E_n.u .a0.8

Audit noticed the instances of idling of, 320,88 acres of land afier
incurring T 229.88 crora as detailed below: .

1} Kundara Techno-park {Spoke)- Idling of 1 8.45 acres and

94,229 sq ft bulitup space e .

IT department transferred (March 2008) to KSITIL, 44.47 acres of land
at Mulavana village niear Kundara in Kollam district for creation of a
“Spoke of Techno-park™ $0 as lo generate employment for 5,000
persons, Techno-park utifised 26.02 acres of land to construct
.1 (February 2011} an IT building kaving one lakh sq ft with amenitles at
a cost of %43.86 crore. As of Novembar 2014, only 5,771 sq ft area of
the building {(5.77 per cent) was leased ‘out, and it provided
amploymient only to 125 persons. The remaining land {18.45 acres})
ear marked for co- developers and the built up space of 94,229 sq ft
was yet o be allotted.

The project shte did not have a proper tarred road access to the

ij Kundara Techno-park (Spoke) )

Bringing. up a new location as [T destination usually
takes a long time especially when the location is not a major
city. The basic Infrastructure fecifities have been ¢reated by
Technopark. Flrst IT Building: is ‘commissloned:  The

| access roed was built by PWD only by March 2015 in spite

of the best follow ups made because the local fesidents |
were creating problems to the PWD while undertaking the

work. These types ‘of: challenges are commonly
encountared by IT parks during its satting up/-expansion.
Moreover due to the protest from the public, water linas by §.
KWA has not been laid even now. Even after the
intervention by the Revenue Authorities and Police, the

work was ‘preventsd from resuming. The 118 k¥ line though |

‘nearby PWD road located 0.5 Km away. Techno-park decided to




construct & two fane approach ropd as deposit work and deposited

78.2.20 crore {March 2010) with PWD, However, due to the
uppasition fFom  local people” against acquiring land for “road
_construction, 'the work was delayed. Later, the contractor had.

demaridad revision of rates dus (o the delay; PWD did not carry out

| the work il date (November 2014).

Thus, the Spoks at Kundara, with an invesunent of 43.86 crore for
the - development was yet to. 'be fully operationalised.. Managing
Director (MD}), KSITIL stated (March 2015) that appropriate: markefing
offorts were being made for lease of the remaining tand. The reply
from the Chief Executive Officer: (CEO) Techno~park had_not bsen
received,

laid is- not chargsd as on now because of procedural |

reasons. Even. under .such situation, the facility under
Technopark Kollam was basically commissioned using a

temporary 11 KV lkne and water supp!y through tanker .

lorries,

Enquires ate positive only for fully 1urmshed business | .

cenires (SBCs). RealiZing the above fact, Tachnopark has
taken steps to fumish two more floors to altract more
oompanles . ‘

ii) Cherthala Info-park (Spoke) - idling of 51. 20 acres and 2, 24 286
sq ft built up space

The KSITIL purchased (2008} 86.20 acres of Jand in Pallipuram village-
of Cherthala, 'in Alappuzha district from Kerala Stgte Industrial
Development Corporation for an amount of T12:35 crore: for creation
of & Spoke of Infopark, Kochi. Out of this, 15 acres of land were used
by info-park, to develop infrastructure facilities. Audit observed that as

there were no fakers for the remalning area of 51.20 acras, the fand

was Idiing since 2010.

Info-park constructed (2012) an IT building of 2.40 lakh, sq ft and
common fatiities by incurring an amount of T56.17 crore. But only
15,714 sq ft area of the IT buidings which employed only 250 IT
professionals was so far alotted {August 2014) and the balance
2,24,286 sq ft (93 per cent) of the total- area of thebuﬂding was idling
for the last two years.

| Info-park stated that fand at Cherthala was located far away from the

NH and they were facing difficulties ta get interested tenants because

pofack of accommedation facilities, transpartation etc. Thus, the

selaction of an improper location and failure to provide egsential
facilities led to idling of land. As a result the investment of .46
crore had not become fruitful as of now.

i) Cherthala fnfo-park (Spoke )
In- rural -areas like Cherthala we cannol axpect full
nccupency in the very beginning itseif. The location was

selected on tha basls of the avallebliity of land as well as-

giving impartance to industrially and economically backward
area. IT building in Cherthsla with iis 2.4 lakh Sq.ftin four
floors has 1.4 lakh Sq.ft (two floors) of fitted out space

mostly done by Government grants. Out of the fitted cut 1.4
takh Sq.ft of office space only 15,875 Sq.it of area remains
unoccupied. Infopark allotied more than 90% of fitked -out
space and has proposad fitting out of more space in near
fulure - The occupant numbers keep fluctuating, in spite of
tremendous marketing boost given to the area, owing 1o its

geographic and. socic-economic factors, Conaidering the.

under-utillsation of 88 acres of land, Board of Governors of
Infopark refurned to KSITIL 50.00 acres of land keepmg just
16.2 acres for Infopark's.operations. The-demand of bullt-up
space is progressively Increaging. in Cherthala“due to the
high cost in Kochi. KSITIL is takmg appropriale marketing
sfforts for leasing the fand.
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ili) Koratty Info-park-(Spoke) idling of 12 acres

, GoK transferred (2009) 30 acres of land valuing F30.crore at Koratty
'} in Thrissur district to KSITIL for developing a Spoke for Info-park,
Kochi. Out of the total 30 acres of land, 18 acres of land was used by
lnfu-paﬂ( for the development of a Spoke and other common
infrastructure facliities. This includes six acres which was allolted to
info-park for the development of its own Spoke and.12 acres of land
utilised for common facilities and 11 old buitdings (total area of 42,609
sq ft) located in the 12" acres of land were renovated by Info-park by
incurring a total cost of V.82 crore and leased out to 28 IT
companies. The remaining 12 acres of land was rernalmng idle for five
years, for which KSITIL did not give any reasons.

i) Koratty Info-park (Spoke ) idling of 12 acres -
Gowt. have trasferred 30 acres of land from the land

leased to Vaiga Threads Processors Lid., in Muringoor,

‘Thekkummury village of Thrissur district to KSITIL for setting
 up of IT-Park. Though sanction has been accorded-for the

trarisfer of thege lands to KSITIL due to severdi cases
pending between Govt. and Vaiga Thréads the mutation of
tand in the name of KSITIL has not yet been done. Now the
case has been dismissed infavour of Govt, and steps are
being taken for obtaining the land. Remaining unutilized
area of 12 acres of land will be leased out to various-IT
companias after the mutation of the Land to KSITIL,

iv) CyberPark Kozhikode (Hub) and Kanwur and Kasargod
{Spokes)

T depanment sancﬂonsd (December 2008) ‘establishment of an IT
park at Kozhikode under the name “Cybér Park® and with two Spokes
at Kannur and- Kasargod, with the objeclive of theé socic-economic
development of IT sector in the Northern (Malabar) region of Kerala
and. creation of 30,800 employment opporfunities by March 2014,
KSITIL. purchased 44.40 acres of land valuing F40.82 crore at
Kozhikode. The Government assigned 100 acres of revenue land
cosling 725 crore at Kasarpod (September 2010) and 25 acres of
revenue land coshng 376.92 lakh at Kannur (January 2011). The land
‘was assigned in conskieration of equity sharg capital of KSITIL. Thus,

tolal 169.40 acres of land was acquired / assigned / purchased for the |

purpose withoul assessing requirement. KSITIL and CybeiPark had
made an investment of F95.69 crore (fil August 2014) at Kozhikede,
Kannur and Kasargod for creating infrastructure. -

Audit found that the fand was acquired in remote areas and that there

were. no takers for land-at any of the parks as a result of which the
entire 125 acres was lying idle at Kannur and Kasargod. Morsover,
21.43 acres of land out of 44.40 acres was idling at Kozhikode. .

‘Thus, about 146.43 acres (86.44 per cent) of the land was lying idie
for several years, which is indicative. of lack of proper planning and
feasibility of the land for use for the purpose.

iv} CybeiPark Kozhikede (Hub) and Kannur and |

Kasargod {Spokes)

Government of -‘Kerala had selacted Kozhikode for
seffing up Cyberpark In order to tap the potential of
Northerm region of the State. The constructionn work of IT
Bullding of 2.88 Lakhs Sq. Ft. built up areas is in progress
at. Cyberpark, Kozhikode. IT parks at Kennur and
Kasaragod are planned as Spokes of Kozhikode Cyberpark
and the development works of these parks are also
prograssing. As sooh as Cybérpark Kozhikode is Teady for
marketing the Spoke Parks will also gain nmportance and
marketlng can be done effectivaly:

0L -
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v} Unallotted land In Techno-park and Info-park

*|-Audit found that 364.10 acres of land was idfing in Techno-park and’

Infopark. The CEQs of these parks did not provide any reasons for the
land remaining - unutifised. There was no agency - engaged . in
assessing the requirement of land for establishing IT firme in the
parks. Thus, the land to the extent of 57.22 per cent acquired
remained unused for the last four to 24 years, T

'process of evaluating the proposals received.

-only 30 acres of land remains under sale enquirles. The

- In Technopark Phasedll, the tang has come to the
possession -during 2010-14 and in the case of Technogity-
during 2010-15 However there is no land avaitable for
allotment in both these projects now other than 2.36 acres
in Tachnopark Phase-llt. Steps are now being taken for
leaging this land eut which is less than 8.3% of the total land
in Phase-ll. In Technoclty Projects the Hon'ble High Court
has directed dispossession of 74 acres of 4and which is
under clay mining and 150 acres: of land has been kept
aside for setling up a Knowledge City for which Expressions
of Interest has been called for and Technoepark .is in the

INFOPARK KOCH1

Phase - - . .

Out of the 100.86 acres of land allotted to Infopark Phase |
only 1.11 acres of land is unaliotted. This is eermarked for
the Sports ‘and recreation centre and is waiting to be
tendered, : '

Phase -l

Out of the 126.56 acres of land allotied to Infopark Phase It

423

Irregularities in allotment of land to éo—developers by Technopark
and Infopark. } ) . ]

The land acquired by the parks is allotted on lease by Project
Implementation Board {PIB} in the case of Techno-park and the Board

| of Governors (BeG) in the case of Info-park, as the case may be, on

the basis of recomrmendation by CEQ.. Audit observed various
imegulasities such as absence of standardised procedures, dilution of
terms of agreement etc. in the aliotment of land to co-developers as
discussed below. | . S .

deals are being finalised.

The Parks are foliowing a standard procedure to formulate
a pricing policy for each park and each building constructed
which i3  assessed . and recommended by . approved
Charterad Accountants with afl expenditdres ‘incurred at
actuals by locking in an acceptable priyback period and rate
of retum, .

1
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Lack of procedures and standards for allotment ofland :

“The land is leased bagpd on & lease deed for varying pericds. There
are different mathods which are adopted for levy of charges from co-
developers e.g9. one lime lease prefnium, annual lease rent and
annual maintenarice charges. o
One time lease premium collected from co-developers usually consist
of the foliowing elements: i

_» cost of land ‘acquired or purchased; : ) ’
« cost of development of comron infrastructure facilities, such as
roads, land development, water and power distribution facilities
otc;’ T '

|+ administrative overheads, -establishment charges and bank

_interest payable on the loan taken for purpose of acquisition;
and.’ ’

“ e future oompénsatlon payable to land owners on getting ﬁa'ﬂnai

verdict on Land Aequisition Reference {court cases).

- Audit found thet IT department or TT parks had not fixed any criteria
for allotment of land, There Is ng standard/ prescribed procedurs to
be followed for fixation of lease premium or determining "the
development cost, maintenance cost efc. As a result, land allotment

.was done arbitrarlly by the CEOs conchrned, on different terms to co-
daevelopers. Lo

_Board of Govemors.

The Land Allotments in the parks are done by the CEOs
anly in Consultation with the PIB In the case of Technopark
and the Board of Govemors in the case af Info park. The
Audit Observations are noied for future guldance. Govi.
will dscide on formulating a standard procéduré In
allotment of land to co developers in fixation of lease
premiums and determining the development cost,
maintenance cost efc., in consultation with PIB and' the

4.2.5

Allotment of 1and at low rates in Phasge Il by Techno-park: -
Techno-park acquired (2004) B8 acres of land at phase |i; of which 50
acres of land was leased out (January 2006} to M/s.infosys and 36
acres (February 2006) to M/s UST Global for 25 years. Audit
observed yarious. Ivegularities in the allotment of land in Phase |l by
Techno-park as discussad below: :

I) Fixation of lease premium lower than acquisition and
development cost

The Govermnment approved the proposal (March 2005) of Techno-

park to fix lease premium at the rate of 220 takh per acre. On the

" basis of approval, Techno-park aliotted 86 acras of fand fo two co-

M/s.infosys Lid is one of the major companies which the
state hais been trying to attract. The Company has already.
invested nearly Rs.1500 crores in- Technopark Phase | and

developers collecting T47.20 crore (at the rate T20 lakh per acre} as

provided 6,500 highly paid jobs. Envisaging fhat the

Z
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one time lease promium for Phase Il fand. However, the aclual cost

;] incurred by Techno-park for acquisition and development. of land was

39.73 crore. Thus, the allotment of land al lower lease premium

-resulted in short recovery of ¥2.53 crore. Audil obsarved that the

allotment of land at subsldised rate was without any basls: Techrio-
park. was not able lo furnish any information -with regard to the
alietment of land at such & low rate which fed to extra financial burdan
on the Techno-park. = . o

if) Fixatlon of low annual fease rent without any justification .

GoK approved (March 2005) the allotment of 86 acres of land to M/s
Infosys (50 acres) and M/s UST Global (36 acres) and. the
agresments were executed In January and February 2008
respeciively. Techno-park had noither prescribed any rule or criteria
to govern the fixatiort end collection of leass rent: nor the agreaments
-prescribe a uniform rate of lease rent to ba paid by the co developer.

Audit observed thet the annual lease rent payable by M/s Infosys as.

per the agreament was T2,000.per acre whereas the annual -lease
rent payable by M/s.UST Global was 10,000 per acre, Techno-park

was not abls to rectify the discrepancy. in the fixation of lease rent till

‘date. An apparent move in March 2008 to collect lease rent from M/s
Infosys at par with the rent coliected from M/ UST Global remained
without any outcome. The intarition of the Techno-park to help the
muitinational company was evident from the agreemant executed In
August 2008 wherein, instead of modifying the lease rent from 32,000

per acre to 10,000 per acte, the lease period was axtended to 80

years without any justification. ) .
Thus, the lack of dus.diiigence by Techno-park to. incorporate the

company would be providing nearly 25,000 direct job.

" opportunities and .100,000 indirect jobs the Government

had allotted land in Technopark.Phase H at Rs.2D lakis
per acre as lease premium and at Rs.2000 per acre gor

annum as jease charges &s is baing offered by other Stite '
| Govemnmants subject to the condition that the comgany will

forgo all incentives in future, eligible to mega companias as
per [T Policy. - .

At the time of signing the lease agresment the company '

wanted to fix the annual lsase rent at Rs 2000 per acre as
was paid by them in other locations, However Technopark
took staps to change the lease rental from Rs 2000 per

‘acre_to the standard rate of Rs.10,000 per acre. The

company did not agree for the same: And considering the
massive employment and other contributions by . the
company in the economy of- tha State, this issue could not
be escalated beyond a imit, . ..

Technopark's Project implementation Board in its 73"
meeting heid on 23.08.2008 decided to convert long term
lease agreements from 25 years to 90 years based on the
terms being adopted by KINFRA,. Infopark and othier similar

.agencies duririg that period. {(Minutes enclosed)

agreed rete of annual lease rent of Y40,000 per acra In the new.| -

agreement amounted to undue benefit to Infosys to the tune of
33.808crore, which calls for investigation by the Govemment so asto

avoid such aberrations in future.

4.28

Dilutlon of terms of original agreem-e'nt by Technopark
- As per the agreemerit with M/s [nfosys, the co- developer was

requirad to create at Isast 5,000 job opportunities in IT/TeS by 2014.
The agreement with the co-developer was cancelled and new

At the Ume of signing the lease agreement the company
wantad to fix'the annuat lease rent at Rs 2000 per acre as
was paid by them’in other locations. Howsver Technopark
took steps to change the lease rental from Rs.2000 per

~

€L



agremant enterad (2009) with the party extending the lease period
from 25 o 80 years. While executing the new agreement, the date of

4 completion of the project was extended upto the year 2016 as

against 2014 envisaged in the original agréement. At the same time,

| the target with regard to the craation of 5,000 job opportunities was

not enhanced in proportion with extension of Iease penod ln this
connection, the audit observed as under:
* The basis of extension of period of lease from 25 to 90
years was not explained;
¢ -The justification for not enhanclng the job opportunmes was nol
* onrecord; and .

¢+ The Iaasepremlumatme_rateof?‘z()lakh per acre was
approved. (March 2005) by Government for laasing the land for

- 25 years. The justification for charging the seme lease premium

for 80 years' withoyt the concurrence of the Governmem weis
not on record.
Thus, the .terms of new agreement set forth by Techno-park ware
detrimental to the interest of State as the lease premium for 25 years

-as well as for 90 years was tha same. Similarly, throuph the
execution of new agreement, instead- of increasing the number of job

apportunities proportionataly for 90 years, the co-developer was
extended undue extension of time for even achieving the target for
creation of 5,000 job opportunities. Therefore, the new agreement
was tilted in favour of the co-developer and was, therefore, against

.the interest of the Stats, which needs further prube for fixing of

responstblhty

acre to the_ standard rate of Rs.10,000 per acre but the
company did not agree for the same. And considering the
massive employment and other contributions by the
company in the economy-of the State. this i issue could hot
be escalatad beyond a limit.
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Allotment of land for non-IT related purpose.

'Techno-park had acquired 92 acres of land at phase it Iocation and

leased out’ 12.93 acres adjacent to NH bye pess to seven co-
developners on payment of leasé premium ranging between F0.60

'| erote to ¥5.79 crore for 90 years during 2010-2013 for carrying out T

development activities. The terms of agreement included construction

of at least 80,000 sg ft buit up space per acre. Audit found that -

The audlt fi inding that the master plan was changed and the|

land percels sllocated to IT companies were shifted to
benefit a US based reat estate developer daes not hold any
merit.

During the "pariod 2010 the master plan was changed end
tha land was allotted to T companies / developers in small

parcels in-a strategically important area. This was done with

o Ere

before handing over the land to the co-developers, Techno-park

RY



initiated proposals 1o aflot (May 2013) 19.73 acres of land at a prime

‘| lacatian adjacent to- NH bys, pass to a real estate developér Ws
‘| Taurus Development Investment Advisory (P) Ltd. which comprised

of 12.93 acres of Jand already allotfed to the seven ‘co-developers.

- The proposal was approved by State Government (October 2014), 1t

is pertinent to mention that M/s Taurus Development investment

Advisory (P} Lid. is not an 1T company but a real astate davaiopai.

engaged in the work of d shopping ‘malls. Techno-park’
failed to provide any Justification for the allotmant of fand to a non IT
company and non-handing over the site 1o seven co-developers,

“One of the seven allottees viz. M/s Speridian Technologies wha was
allotted two acres of land In September 2010 maved the High Court

of Kemala which ordered (July 2014) Techno-park to hand over the
possession of the jand at the orginally. earmarked arsa fo Mfs
Speridien Tachnologies, Thus, the nanhanding over of land {o seven

co-developers and aflotment of the same land to a multinationai feal’

estate devaloper was indicative of-non-. transparency In the allotment

- of land which was primarily aequired for IT activities.

Besides, the non-handing over of fand had rasuted In non-

| commiencement of construction of 1.03 million sq ft built up space for
-| 1T activities by the seven co- developers as per the agreement.

an'intention to collect money and repay to the consortium of
banks to reduce the Interest burden. Later it was felt that if
the prime area ear-marked for major development is divided

and given as small land parcels, the poseibility of expansion |

of Phase ill will be' adversely affected and rmoreover many of
the companies did net have immadiste plans -for

construction. Hencge the master plan.wae presented and|.

spproval taken from the 94* of the PIB of
Technopark held on 19-11-20412, ‘Mf& Taurus came in to

|petreonlyin 2013, o
With the approval of the Govi. Techaopark had alotted Land

to M/s.Taurus P Ltd Thiruvananthapuram for constructing an
T building of 8.5 fakhs Sg. Ft in 5 acres of land and 1.2
million sq ft commercial space In 10 acres of nori SEZ tand in
phasea It of Technopark considering the fact that there are ng
sufficlent facilities for Shopping and recreation’ for
Technopark Employees numbering around 42,000 in the 3
campuses of Technogark and that the absance of shopping
malfs convention centre and recreation facibities were helding
back the development of Technopark. .
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ltregular fixation of leass premium at Tschnocity (Phase v
Technopark) . C : .
Techno-park acquited! purchased (batween 2009 and-2010) 423.51
actes of land at Phase IV (Technocity) campus. Out of the total area,
17517 acres of land. was so far allotied to five. co-developers till
November 2014 as shown below: : L
Tabie 4.3: Datalla of allotment of land In Technocity (Phase iV} ‘
SLhe.| | . - " Neme of Aliottse |, Aves alosed (in scres)
1 | Tota Consuitancy Sorvice (TCS) B T e .
2 |infotyn ' 49,84
) [SmTee ) 10.00
4 |ingian of T logy il Mana; . 033
Karaiz (HTM-K} . .
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5 |Kermls Acadamy lor Skits ExceNance (KASE} 500

- TOTAL 17297

r

1 Of the 175.17 acres allotted to various co-developers, 15.33 acres

were aflotted to two co-developars who were Government agencies
and substantiel land area of 156.84 acres was allotted to major
companies and were given undue benefit in fixation of lease
prémium. Audit noficed varlous lapses in the fixation of Ilease
pramium at the time of ailotment of land in Technocity as discussed
balow:

| 1} Non inclusien of land acquisition referenoe 10 {LAR) amount

in lease premium
Techno-park acquired (betwaen 2009 and 2010} 423.51 acres of Iand

for seiting up of Technocity. Of the lamd acquired, 287.42 acres-
(67.87per cont} was acquited under Land Acquisition Act, 1884 and,

the balance through direct purchases

The lease premium i fixed after taking into account the purchase .

cost, cost of acquisition and provision for additional compensation

payable (LAR) etc. Techno-park leased 156.84 acres (37.03- per

cent) of Technocity to thrae fims {co-developers) for 149,24 crore.
Audit observed that Techno-park had not followed a wniform

procedure for fixation of lease premium. While fixing the  lease’

premium in respect of three co-developers, Tectino-park did not

include the amount of provision for additional LAR compensation.

This resulted in short recovery of T42.95 crors ‘as shown balow: -
Table 4.4: smm.m showing the non-collection of LAR compensation.

| B | Nameoithe | Landersa . Yewrof . Area acquired under ILARmmmm-d

" No. m-dmiopcr , femsod  sllotment LA Aok (acres} | from lease premivm (Tin
B : . i {acres) s ! ooore} -
F1.c o Tes D moe oo . aam T
' ' © 1500 2013 LAR Gompemahlnn -mum 1o T1.58 croce was
F Infosys | 4084 2002 800 505 -
3 Sun Tac 000 - 2013 - 1000 8.3

TOTAL . 5684 | ) Qs - e

The decision on LAR Liability, Penalty for. delayéd
construction and inclusion of campus maintenance charges

The Government have decided to sllot the land o
companies without taking into account the enhanced
compensation gince the companies (TCS, Tnfosys) to whom
land have been allotted would be investing huge amounts of
money and creating . direct and indirect job opportunities.
Qut of the 97 acres of land allotted to TCS, for the 15 acres
of land allotted to them as per their request of additional
fand Technopark had levied enhanced LAR compensation,
Since that was an absolute requirement for TCS for their
global leaming campus for which the foundation stone was
laid by the Prime Minister of Indla, they did not raise any
objection to thé same. However both TCS arid Infosys has
indicated that they are not wifling to take any burden based
on the ehhanced LAR compensation, SunTec is one of the
home grown company-with a major market share in the
product development field and is one of the few giobal
companies offering software products, the Government has
decided to extend the same terms to SunTec also who were
locking for expansion.

Since all the above companies would be domg the

,'op‘eration and maintenance of their campus by themselves,

are all based on indhidual negotiation with co developers. |

o



The omigsion to include the amount of LAR compansation for
-calculation .of the lease premium dues would pose the risk of exlra
fnanclai burden to Techno-park!Government

i} Non-reckomng of development cmrgos for ﬂxation of
laase pramium

Tachno-park incurs development charge in respect of mfmslructure
facllities like power, water, road etc. created and the cost is to be

| recovered from - co-developers. As per the industrial practice,

development charges are incurred by the entity and realised from the
co-developers as per the agreament conditions. The developrrlem
charges .are initially provided for in-the budget of Techng-park. each
. year and mét from thie grants recelved or ioans availed from banks.
Audit noticed that while fixing the lease premium on allotment of land
at Technocity, Techno-park failed to . includs the. development
‘charges in the agreements based on the estimates in respect of
156.84 out of 406.44 acres of land arda leased during the period
2009-14 resutting in non reoovery of lease pramrum of ’\’27 09 crore
as shown below:
Table 4.5 : Statsment showing fnon coliaction of the dwobpmom charges

Name of the | Arenteased | Yesrof

) Development chaige '~ Pmporﬁonate

co-developer | {acras) H leaging . exl d for Technoci d t charge

. 5 ' {Tin crore) ommsd {2 crors)

A B EE B D =D 1 (B/A08 44)
1. TCs 8200 © 2010140 . 34.33 6.93
co0 T 1500 201344 T 72.62 .. 2
infosys  49.84 2012413 T 127.98 15.68
SunTec 1000 201314 72.62 . 179

TOTAL 156,64 . . ’ 200

they ‘hdve not been charged the annual campus
maintenance charges .

IT companies have not accepted inclusion of LAR
liability for. land atocated for building iT companies.

Because of the large employment epportunities they bring

in, Government have not been imposing future LAR liability
on these Compamea .

In tune with the original objectives of the (T Policy framed
by Government of Kerala mainly-to creale massive job
opportunities to educated unemployed. youth, Technopark

‘had not insisted on development charges for fixation of

lease prermum

LL



Techno-park had not incorporated the provision for collection of

| development charges from the three co-developers in Phase—IV

(Technocily) as per financial prudence. In the absence of provision

| or recovery of development cost in the agreement, the possibility of

‘recovery of the development cost is remote as per the practice |

followed till date.

Thus, due to imprudant financial control by the management. the
avoidable financiat liability of the park had increased year after year.

(429

issuas in the allotment of land St Info-park Phass i

.| Info-park acquired 125.56 acres of land at lts Phase Il campus and

acquisition of another 35 atres of land was in progress. Out of the
125.56 acres :acquirad, Info-park allcttedfutifised an extent of 86.81
acres of land-so far. Audit noticed lapses in determining the lease

premium during the course of alfotment of the land at phase I campus
“betweeri 2011 and 2014 as detailed below: . - -

i) Non inclusion of area for common facllities In the ﬂxaﬂon of
lease premium :
IT Park creates infrastructure fac!lrlies (common facilities) such as

‘internal roads, sewage treatment piants, power station, drainages,

pathways etc., in the acquired land and allots the remaining allotable

argd to petential entrepreneurs and IT firms « (oo-developer) on lease’

for setting up ITATeS units. The period of loase was 90 years and the
allottees have to pay g fump sum amount as lease premium before
executing the lease agrsement. On completion of the lease period, the
co-developers are given the first right to accept or reject exteneion of
tha lease tenure for further period.

Out of 125.56 acres of land acquired by Info-park. Kochi in Phase I,

23.56 acres were utilised for creating common infrastructure facilities
and the area alloitable to ITATeS units was only 102 acres. Of these,

6.8 acres were ulilised for constructing own building by Info-park and

" '| 28.87 actes of land were allotted to the following pnvate entrepreneurs

50 far (May 2014}

Expenditure made on common infrastructure will get fully
loaded in the ‘land pricing as and when the 100 % of 160
acres maant for phase Il will be added on to its leasable lof.
it is unjustifiable to incur the amount from the co developer
hefore completing the infrastructure development works.. It
may be-taken note that thare is no faxity given white fixing
the lease deed in the sald park and upon full commissioning
the resources spent on this project will prove to be fetchm’
cominrtable financial returns in addltlon to ‘the boost in
employment génaration

LD i g —— . .
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Table 4.6 : Statement showing detalls of the aliotment of fand at Infopark”

. -Phass |l
8.  Npméol  Dateof Ama Awe Dsteol Dsteol  Lessr Owwot -
No theco-  intend Iten  ololl  sfotme  apreemen presnily . remitlence of .
i dsvalopar § . Vded - o 1 o t " mper | wase amount !
- : {acrs) order - - oo :
! . 1 , i 1 1
| B S I . -, lakh) .
1 Poas oas Twsaat v - wzaem 20000 | ronpmaonz |
Technolog! | Septerbar | - Ocobe 2012 . ;
! . em i 201 | i Pezots = - : |
2 Tmmsage o2 L4 U2 m o mwach 250 Fulsmoent. |
] tcember 1 : | Marh 2014 ©n 20 Maech |
| a2 ; o ) . 294 -
3 ust 20 March | 12 j 87§ 29 7 Nol | 28550 | %,83,38,400
Globl 24 | ! | March ' regislered | on 27 Maich
i : ] S| a0te
4 Claysys | 3Morch | T e 27 i Nl | 20850 | 27 Juna 2014
! - w4 | - ! March | registered : L.
i . : . ;. 2014 : . ’
P8 meas o2 |4 ool 2 ' ne 2860 | Tomewe
: Sysioms | ey | i { March ! mgistered | i 31 March
- | wm i ' 201 ¢ 2014
TOTAL B T

The lease premium was to be fixed after excluding the lang ull!i.sed for ).
common fecilities. Audit observed that while fixing the laase pramium |

on land, Info-park, Instead of -dividing the actual cost of land and
infrastructure (¥300.96 crore) by net. allotable area of 86.57 acres
"| divided the cost of land and infrastricture {3231.30 crore) by 80.70
acres inadveriently. Hence, the land area used for the purpose of the
developmant of commen facilities was not deducted from the total
area 50 as to amive at the allottable area. This -resulted in
undervaluation of 13.44 acres of land and consequent short recovery
of lease premium amounting to ¥12.50 crore as dstailed below:

b
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Table 4.7; Short recovery of lease premium from lsasing land at info-park Phase il

| 1i} Undiie favour to M& UST Global by altotting land at dlpcounted rate

The Board-of Govemors of Info-park, Kochi approved (August 2011)
the basic lease premium as T2.42 crore per acre for IT tompanies and
codevelopers. Info-park had iaunched .Early Bird Scheme" in 2011-
12 with the objective of attracting ITTeS companies _According to the

| scheme, 15 per cent discount on basic lease premium was allowed for

the takers of first 25 acres (out of 125 acres in phase -I¥) which was
applicable to ITATeS firms only. This was in force only during the first

premium fixed was 2.55 crore per atre.

Info-park allotied 12 acres of land to M/s UST Giebal in March 2014 at
a discount (at 2.29 crora) of 10 per cent on lease pramium of Y255
crora pet acre. The Board stated that the land was ailotted at the
discount rafe taking into sccount a huge investment proposed to be
made by M/s UST Global in the land earmarked -for allotment.
Allotment of land deviating from the approved policy fiad benefited M/s
UST Global by an amount of ¥3.12 crore being 10 per.cent of the
lease premium for 12 acres, which.needs investigation. ‘

(Rn crare)
" Luspe promiaum fixad by Lako-park in Luuwmmupvluwlmhlbnol Rate Shont
- . 201_‘.5 ) Audil difiers  recovery
| Cont ! Devat| To | per | cost ' Deveo | Towl lPuml na | cllewss
i of :om'caﬂ'm.‘ of | cost role m'(l‘,““
' Land t (A+B) e Isnd l.'Dll (EoF) T larse.st (H-D) ! .m;, -
cos| i) i aeres) { "
| ! ! go70 | ) ! i
. : b i mores) 1 _ . t . . {
! A 7B ! c i o | L 4
tez1§ } 3016 | 23930 | 265 [ 19215, 10881 | 30008 | 348 | 083 | 1250

year {2011-12). As per the pricing policy for 2013-14, the lease’

Allotment of land to UST In the FY 2013-14 was one of the
raajor deals achieved for Infopark Phiase il project, Due to
slow down in economy all major IT companies and
Infrastructure developers stayed away from investing in tand
portfolio.. Hence to attract Investmant in the project Inforpak
offered relaxed payment terms to UST. Infopark decided to
give a discounted rate . for land  with. the approval of the
Governing Board as they had initially agreed to invest in 12
acres in Phase il projsct. But later UST down sized the area
to B.78 acres and the discount has been withdrawn . The
revigad payment schema is as follows;

instalment. 15% escalation on the base rate for the 2"" and
3 instalment. )

- As instatment payment scheme of M/s UST was
accepted Infopark could recsive 15% over the pricing for FY

favour was given to M/s UST Global.

Rs.255.50 lakhs-base rate per acre for the 1%

201314 for the 2™ and 3™ instalments. Hence no undue |.

4.3.1

Non lavy of penalty for delay in commencement {completion of
building in Technopark

As per agreement entered into by Techno-park with the co-
developers, the construction of building should be commanced within

‘one year from the date of agreement and should commence

184, TCS is the iargest IT company in the country and one
of the leading in the Global scenario. The normal pattem
followed by this IT major is that it takes a long time for
project planning. However, once the project planning is

completed, the exacutien is very fast. It may be noted that |




120262¢

operations within two to four years from the date of agreement, Failure

to commence the construction would attract penaity at the rate of T
| fiva lakh per acra for first year and 7.5 lakh per acre for the second

year and thereafter T10 lakh per acre as per the agreement. Techno-
park also has the right to take back the.possession of land by forfeiting
the stipulated iniial down payment of lesise premium, Audit cbserved
that though the co-dev
Techno-park failed to levy penalty In the following cases: . - . .

' In respect of 146.84 acres (Phase 1V) and 1.97, acres (Phase 1) o

land allofted te three co-developers in Techno-park, penalty was not
levied for noncommencement of construction of IT bullding 28 pet the
agreemient. At the same time, in respact of 62 acras of land aliotted
to two co-developers (TCS and UST Global) in Phase | and Phass ||
in Tectino-park, the penally clauses were nol included in the lease
agreement. T :

did not commence. the construction, -

TCS is the' only company who can ramp up employment in
large numbers as can be seen from the campuses in Kochi .

and Thiruvananthapuram. Having understood this pattern of
development parks under Kerala IT cannot take & tough
stand against this I'T Major Company and ask thern to retumn
the land. Such’ an action will be highly detrimental to the
interest of the slate. It can now be seen that even though
the taking up of construction was delayed, the progress is

satisfactory and TCS will be in & position to_increase the -

number of employees drastically within the Technopark
camputs and undoubtedly TCS ‘will be the company who will
employ maximum riumbers within Technopark over a period
of time. TCS Is planning to buiki world's largest ICT training
centra with a massive investment of Re.3600 crores in
Techno park Phasa [V. This project when implemented can

‘drasticaliy make a difference in the 1T infrastructurs scene.

2]
Junrd

o St e — ;:,. : '"dlm:"wwmw of Technoclty/Technopark Thiruvananthapuram. The six
Navedl | Arma "1 commencement of - Actut Peocty | | months time for the commencement of such construction is
|t |mwewa | Datwot Envsagedbaneis | achiews || { unrealistic.  The Project implementation Board of
orar |t T | agrna | Actual . et Technopark has recommended to Increase the period fixed
~ | g | e : to commence the construction activites in the feage
igoam & [ @ | ol oot | ™ | % || agreements: sxecuted by the Technoperk and the TCS by
i 2010 201 | nced | crome & seademy . one year and Govl. have agreed io the same as. the
5 | 2 ) ool ot doa > planned is so huge and even the architectural -
. hom plomiery - plan with international architects have. taken a long time to - .-
12| itoayn st | 084 [snern2013] amet | ot | amestmont- W | ez || Conciude. o
| Technacay 2013 | comme] Ts0ooor, | 2. Infosys: ‘ : .
Rl B vy | Technopark-has attotted 50 acres of land to Infosys Lid at
won Technocity (SEZ). ‘This being an SEZ land, Technopark
10,000 (TATeS entered into an initiaf MOU with Infosys Lid. Original Lease -
: L . professionsts agreement with all terms & conditions including penalty -
3 m:w 197 |saprz013) 2y, | not | Conssctonor | N | 00 | clause will be execyled only after obtaining Co-developar
Techonark : S oeond L B approval, So, penalty is not imposed. .
Praset | e g | 3. Leala Lace Infopark Pvt Ltd. has taken the fand with the
) J I N firm intention to’construct an IT building, they coufd not



e e e m e o

a| TCSat 26 |1 JulyZo087] 1 Joouwry | Unoer | Semingppan  [1milion| No

Taahnopark 2006 | conclry electronic/ | 5q. L. cteee For
Phase§ - . . ction ‘a0ftware building } imposing
’ - davalapment untt | under he

consinuc | penatty

- Hon
5 |UST Global| 38 27 23 In 2013 5,000 Job " Not No
. at .| February b ilos and | creuled |clause for
Technopark| 2006 2011 construction of | any job | imposing
Phase Il bl up space of 51 and 1 the
takh Sq. FL. by miillcn | penefy
February 2014 S5q. Ft. .
builiding.
unger
<onatiue |
Uon

TOTAL | 21080

Techho-park did not explain reasons for not incorporating penatty
clause in the agreement. The absence of penalty clause in the
agreement in the above two cases (S1. Nos. 4 and 5) faciltated the
co-developers to prolong construction of IT bullding. At the same
time, it prevented Techno-park from levying penalty for non-
compliance of agreement.

commence the construction because of .the financial
diffioulties experienced by the parent group.  M/s.Camival

Group who has taken over Leela Infopark at Kochi is now | -

negotiafing with Lesla Lace Infopark Pvt Lid for the
1.97acres of fand as well as the existing building at Leela
Infopark. It is understood that Carnival Group has firm plans
and the required monetary strength 1o commence the
construction. In the present scenaro finding out @
commercial co-developer for IT infrastructuré is difficult in
Trivandrum, there is no other altémative other-than waiting
for this transaction to take place However the company has
agreed to pay the penalty.

§. UST Giobal :

Land allotment to US Technology Pvt Lid * was done
2005 and Schedule of implementation was based on SEZ
approval. Since there were delays on obtaining SEZ
developer status due to vark:us reasons, penalty was nat
Imposed..

| 432

fnfopark .
Similarty, though the penaity clause for non-commencemant oi
canstruction works was included in the agreement, the same was not
realised in respect of two co-developers (M/s IBS Software Services
Pvt. Ltd. and M/s Brigade Enterprises Ltd.) as explained helow:

i) infopark, Kochi had executed {March 2007) a lease agreement with
M's IBS Software Services Pvt. Lid. Thiruvananthapuram (lessee) for
lgasing .out 4.21 acres of land at info-park; Kochl, Fhase ! SEZ for
developing (T campus. The work was to be commenced by 20
September 2007. The lessee should commence the construction of

the first building within a period of six months. from the date of-

execution and registration: of deed. The clause 7 of lease deed further
provides that in the event of any delay directly atiributed to 1BS for
commenceément of construction beyond the aforesaid pericd of six
months and any extension given by Info-park, IBS should pay T one
jakh . per month of delay upto one year after which the lease dsed

When there was 'a delay on the part of IBS in | '

commencing the construction work at the land allotted to
them Infopak had collected penalty as per the terms of the
agreement later.”  Subsequently the company has
constructed the boundary wall padly. As the work was

progressing the ‘Global' recession hit the iT Industry and |

Government deffered collection of rent from IT companies

for .a year. The recessian prolonged ionger the company-

could not proceed with the oonstmdiqn. Aftar the revival of
the economy due to the delay in obtaining the statutory

clearances the construction work did not progress, infopark’

has been conlinuously pressing the company towatds

commencement of the construction activities without further

detay. And the company has infofmed that they are in the
process of coneluding the internal approval and they wilt-be
starting the-construction during the FY 2016-17.
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shall get automatically terminated unless otherwise mutually agreed
" 1 upon by both the partles for further extension. IBS did not commence.
construction of IT building. so far except partiaf construction of a
cempound wall. . - ' .
In the instart case, though the commaencement of construction was
-delayed by more than six years, the penalty amounting to 42 lakh
was not levied and collected for nan-commencament of construction
work nor was loase deed terminated. There was nothing on record to
justify the reagons for the delay, ) ‘
it} Info-park, Kochi had executed {March 2008) a lease agreement
with M/s Brigade Enterprisas Lid. for leasing out 4.99 acres of land &t
Info-park, Kochi, Phase | SEZ.for a premium of $27.45 crore (at the
rate of T5.50 crore per acre) for developing IT campus. The terms of
the agreement provided for the folfowing:
* Commencement of tha construction of g built-up area of not
less than four lakh sq ft within six months and compiete the IT"
. bullding for commencement of IT/ITeS aperation. )
+ If the construction was deiaysd beyond the four year period,
5 lakh was payable by M/s Brigade Enterprises per month of
delay upto six monthe and - s . .
* After the dalay beyord the period of six months, Info-park
- reserves the right to cancel the agreement and take over the
lsased iand with assels created by M/s Brigade Enterprises tilf
that time and lease out the same 1o other IT developer/iT
. Companies, In such an eventuality, Info-park should reimburse
75 per cent of the market vaiue of the super struciure erected
“in the leased land ceriified by a registered vatuer appdinteq by
" Info-park along with payment for valus of land. limited to loase
- premium paid after recovering all dues from Mis Brigade
Enterprises. . ‘ - .
In - the instant case, the co-developer -had not completed the
construction within the stipulated time {26 March 2012). The delay in
completion of wark altracted penalty of 230 lakh. Instead of taking.
action o recover penaity, the Info-park granted extension of time upto

buiking and the work was in progress,

March 2015 to the co-developer, on his request, for completion of IT |

The 44" Meeting of the Board of Governars of Infopark
has directed the Chief Exscutive Officer Infopark to initigte

discussion with IBS 't9 aither return back the land to linfopark |

or commence constructions immediately. Accordingly
discussion has been iitiated, but the Company had not yet

started construction and so in the General Body meeting It |

has been decided to take back the land as per-the clauses
in the agreement. . : .
Global Recession had affected Mis Brigade Enterprises
Ltd also and.they decided to withdraw from the project and
later on persuasion from the part of infopark and Gowt.
Brigade commenced the construction. Thelr first building
was compieted orr a war foot basis and their second building
is also In progress. Considering the large no of employment
opportunitiss numbering to about 660G direct and "18600

indirect employment Infopark -had not invoked the penaity |.

ciause for non commencement of construction work as

Included in the egreement. The 36" meeting of the Board of

Govermance of Infopark decided to allow an.extension for
completion of work til Match 2015. Marsover Brigade
started the World . Trade Cantré in their firsf IT Building,
which will help In increasing the marketability of the entire
Infopark. Brigade has also brought the envisaged growth in
the employment géneration which identifies the fulfilment. of
the key mission of Infopark, )
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The delay in oompleuon of work’ oonsequentiy also delayed achieving

_the objective of providing 6,000 employments,

433

Idling of prime land due to delay In executlon of agreement and |

construction of IT bullding

Info-park acquiired 91.90 acres of land for setting up IT park from M/s
Kerala industrial Infrastructure Development Corparation (KINFRA} in
2004. Consequent on the formation of Info-park, the land already
isased had also been takeén ovar by Info-park. Accordingly, as per the
directions’ {November 2007) of Industries Department, a fripartite
agreament was executed among M/s KINFRA, Mis Geon Air and Info-

park to lease 2.61 dcres of land for ‘developing IT Infrastructure'

facilities for leasing out to IT companies.

A supplementary agresment (SA) (Sepﬁember 2012) was also
executed betwoen Info-park and M/s Geon Alr which envisaged
commencemant of construction of first IT buliding with a minimum built
up area of three lakh sq ft for ITATeS purpoge within six months of

"{ executing the agreement. .in case of failure to comply with the

agreament, M/s Gean Ait shall pay Tone lakh per month per acre for a
maximum period of one year, after which the SA may be cam:elled

‘| and tha Iand taken aver by info-park. .

On scrutiny of the relevant records, audit noticed ‘the following:
* The Industries Deparlmanl directed fo execule -(November

2007) a tripartite agreement.and based on the agreement, a

SA was 10 be executed batween M/s Geon Alr and Info-park.
", However, the SA was executéd- {September 2012), after a
delay of four and half years. Infopark was not able to provide
any justification for the delay in execution of the agreement.
» The land was in possession of Mfs Geon Air since 2003. The
_ company was not able to commence construction till October
2014. In pursuance of the tripartite agreement, Info-park could’
have teken action to recover the land and to ‘evy and collect
penaity of I31.32 lakh (2:61 acre x T one lakh x 12
months).But Info-pack. failed to impose penalty and to take
back the land.

Delay of four and a2 half. years in executing the
Supplementary Agreement was owing to clearance of the
SEZ status for this 2.61 acres which was obiained only in
August 2012. As per the tripartite agreement executad the
penalty. clause applies only after the co-developer status
hence infopark could not impose the penally of Rs. -1 fakh

for 2.61 acres for 12 months as per the findings. M/s.Geon

A¥x has received Co-developer status on 28" September
2015 and has subsegiienlly remitiad Rs.9.88 lakhs, the
pending Civic and maintanance charges on 26" November

thus clearing afl the dues. Delay happened owing to few |

gaps in documents and the delay in transfeming of |
documents may be viewed as inadvertert. Corrective
measures have already been adopled and the pmoedure
has been brought back to proper line.
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« Civic charges .at the rate of 1.5 Iakh per scre iaer year were

leviabie frém - the co-developers for the upkeep and

maintenance of the park. - However, info-park did not take any |.

* steps to reécover the ¢ivic charges from M/s Geon Air. The non-

coliection of civic charges works out to $23.49 lakh {2.81 acre-.]

% ¥1.5 lakh x 8 ysars) relating (o the period from 2008 to 2014.
Thus. the prime industrial land inside phase | of Info-park leased to a
co-devalaper. was ldlmg for seven years without tulfiiment of intended
purpose.

4.3,4

lssue of NOC to obtain hank Joan by mellglble ﬂrms
i} Technopark leased (January 1995) one acre of land -to CASE

. Consult Indla Pvt. Ltd. (CCIPL) for 25 years fixing lease premium of
"| Teight lakh and an annual lpase rent of 10,000 per acre with the
condition that the lessee shall commence -construction in the lease

hold land within fwo years from the date -of leasing the lend and to

-| commence commerclal operation within three years. The failure to

comply with the agréement by lessee confers Techno-park the right to
take back the possasswn of 1and repaying 25 per cent of. Iease
amount paid.

“Finstead of const'mcﬁng IT. infrastructure. CCIPL transferrad {Juty

2007) the lease heid tand to Case 'Consult Businass Software
Solutions Pvt. Ltd (CCBS), a subisidiary of CCIPL under a tripartite
agreement. qusequentty.-CCBS oObtained (June 2008) a NOC. from
Techno-park for mordgaging the land and managed to-avail a loan

- _| from Canara Bank on the basis of NOC. CCBS defaulted on the loan

and consequently the bank initiated (January 2011) action to recover
the foan and intarest for an amount of 34.33 crore (December 2012)
under Securitisation and Reconstruction of Financial Assets and
Enforcemment of Security Interest (SARFAES!) Act, 2002 by aftaching
the land morigaged by. CCBS. The land was idling {December 2014)
and it was not taken back by Techno-gatk owing to non-compliance of

‘the agreement to commence commercia! operations.

In this regard Audit observed as under:
= Techno-park failed to take back the possession of land’ lhough

i} As part. of business development, Techﬁopa_rig has bean
issuing No Objection. Certificates 19 ¢companies based on the
track record, the business plan of the company and the |
future prospects. : Since Case Consultant India {P) Lid was
& company cperating from Technopark from 1885 ti 2010

-and. hag been providing regular empicyment to nearly 100

ITTeS professicnals Technopark has signed a tripartite
agreement
subsldiary_of CCIPL for continvance of their operations in
Technopark. However, since theré was a siump in the
global market in' 2008, and many of the IT companies world
over have closed down their. operations this company could
not survive in fhe global market

Technopark has appomted a deiective agency to asoenatn
the Comipany asset details of Mfs Case Consult India Pyt
Lid and M/s.CC Business Software Solutions Private
Limited. Tethnopark is ekploring alf avenues for the
reoovery of the outstandmg dues s

CCIPL hag defaulted in'the payment of the lease amount for 12 years;

with  Case Consult Business Saolutions.a |
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. Techno-park had wrongly allowed CCIPL to transfer lease to
' CCBS by being a signatory to a tripartite agreement; and

*  Techno-park had issued NOC to CCBS. before racovering all the
‘dues- outstanding towards lease premium, lease: rent, and civie
charges.
Thus, the land acquired for development of IT mfrastructure was stil
remaining idle even after 20 years, due to non apphcahon of the
provisions of the agreement by Techno-park.

iy Techno-park had leased (February 2012} 4.63 acres of Iand from |

the Phase [li project to M/s Ariva Med Data Info Tech {co-developen)
for a-peried of 90 years on & lease prernium of T5.79 crore and &n
annual leass rent of F10,000 per-acre for the purpose of devetoping
the tand for IT business. The. land was not handed over to the co-
developar. Prior to execution of lease agraement, Techno-park issued
(February 2011) NOC in favour of co-devetoper to mortgage the land.
On the basis of the NOC, the developer had obtainad loan of Four
crore. However, the codeveloper defaulled in repayment with the
result that the bank initiatad (September 2014) recovery prooeedmgs
under the SARFAESI.

In this connection the Audit observed as foilows

Techno-park issued the NOC to co- developer in February 2011,
before payment. of lease prémium by M/s Ariva Med Data Info Tech
and execution of lease agréement. .

Techno—park had not ascertained the status of the M/s Ariva Med Data

" Info Tech before igsuing NOC as the firm was neither a co-deveioper

nor @ lessee. The land was also not handecl over to the firm {January
2015).

| Thiss, the tack of fue dahganoe in !ssumg NOCC to a person/entity who
‘I'had not paid for land at- the time of issuing the NOC enabled the

allottee to obtain loan at the expense of Techno—park risking the fand
at its disposal. R :

ii) Ariva Med Data is 2 company operating out of ThejaS\;vIni

since 2008 and providing- job opportunities to neerljr'GO' :
people. The company is owned.by a US NR1 who is alsb a |

medicat practitioner by profession. The company was doing
well and ‘wanted land for expanding their business
operalions.

‘with the managément of Ariva Med and they have
confirmed that the entire liability including Principal and
interest due-to the Bank will be unconditionally settied
before  taking over the possession of land gettlng
reallocated by Technopark to Ariva Med.

| The Pro;ecl Implementation Board of TechnOpark has

decided that in future all requests for NOC shall be placed
before the PIB and only after PIB's approval the NOC . for
morigaging the property: shall be issued. It-has aiso been
decided to  execule a -triparlite agreement among

Howevér, there was a problem between the {-
Directers of the company. Technopark had discussions |

44

Nonishort recovery of mamtenance charges by Techinopark’

The expenditure incurred for the maintenance of water lines, rcads,
power infrastructure facilities etcis to be recovered from the co-

Tachnopark, Company and the concerned bank.

‘jinfosys Phase 1 & UST Phase Il
Civic charges are not included in Phase Il Project where 56
acres of fand is alltotled to LJST and 50 acres is alloted to

developers as .maintenance charges. An enabling ' clause s
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incorparated in the agreement with.. co-developers - to pay the
maintenance charges at the prevalling rate per acre of land leased
out. Audit noticed that in respect of land leased to three codevelopers
in Phase Il and Technoclty (Téchna-park), the enabling clause for
collecting maintenance charges was not included in the agreement.
However, In respect: of 1635, though the clause for maintenance
charges. was provided for in the..agreement, the same were not
collected since Aprit 2012. As a result; maintenance charges at the
rate of ¥1.50 lakh per acre per year upto 30 November 2014 were
not collected, which amounted to undue favowr to the allottees to the

‘tune of 19,37 crore as shown below: .
. Table 4.9: Details of short recovery of malnt_eh‘anpg charggs_

Infosys for their development of their own campuses. Since
Technopark is not ‘providing any civic amenities to these
companies in Phase If Campus, it is not possible to include

civic charges to companies who take large parcels of land]

to develop their ewn campuses,

IBS - Phase | T . ’

Civic charges (campus. maintenance charges) ara inciuded
in Phase | campus where 5.26 acres of land Is allotted to
IBS for their development of their own campus.’ As IBS is
enjoying all the civic amenitles .provided in the Phase |
campus, Technopark is billing the company- for civic,
charges. There was an omisslon in ‘biling for 2 years,

In order fo encourage. the Informa'!ian Technelogy (IT) companies to
create employment in rural areas and to operate from rurel centres at
low cost, the Government decided (June 2008) to set up Techno-
lodge centras in small towns and Grama panchayat wherever land
and buildings were available with Governmentfiocal bodigs/other
Non-Govemment Organisations. Government prescribed the mode.of
imptementation of the Techno-lodge centres and appointed KSITIL
as the main implementing agency for the scheme. - KSITIL started

! Naig:? egf' Location f @@@gnt date ilan ;«s;(m m:;‘;’afo‘:(sgfﬂ :vhioh was found and rectified heforfa the dudit and ipformgd

[ Sl .| e o) - to the audit party. :

{ TCS Technocity | 29 Decembar 2010 | 82,00 482 ' . .

- - 25 September 2013 3 15.00° 045
Infosys . 1. Technocty ' 4Aprii2012 | 4084 224 |
Phagall ~ 14 January 2006 : 50.00 | 6.75.
USTGlobal | ‘Phasell ' '27Febpuary2006 . 3600 ',  4.86

S BS | Phasel | +23May2005 . 500 | o015

" oTotAL | - 237.84 19.37
4.5 Other issues relatad.to land
4.5.1 | Technt Lodge centres . ' .

Government of Kerata has envisaged the devejopment of IT ‘

Sector for the State in a Hub and Spoke’ mod&l. Thig Hub
and Spoke model would be achieved in a batter way through
the Schemes Techno Lodge'
Lodges was introduced to encourage ITES and BPO
Companies to operate from low cost rural centres and
thereby create employment in rural areas. It was envisaged

The concept of Techfio- | :

that the Techno-Lodge centres would preferably be setup 'in

L8
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| Techno-odges - at

Kadakkal, ~ Perinad, ~ Piravam, Mayyil,
Pathanapuram and Veliyam. Of these, only Piravam became

| operational on a continugus basis. The Board of KSITIL (February.

2012) decided not to make further investmeants on Techio-lodges as

‘the performance of other Techno-lodges was very poor.

KSITIL had expended T2.01 crore out of grant received from
Govemsment towards setting wp and maintaining these Techno-
lodges and fotal income derived during 2009-10 to 2013-14 had been

oniy $0.13 crore. Thus, there was a loss of T1.87 crore in selting up
‘| and maintaining these Techno-lodges for five years. Besides, no

infrastriscture was bullt In the case of Techno-lodge at Mayynt desptte
spending ?18 50 takh by KSITIL.

Hence, the IT penetration and generatlon of employment in nural

1 areas was not able fo deliver the objectives as envisaged in the IT

policy (2007) except at Piravam, due to the absence. of cost benefit

analysls and .non identification of potential clients and their |
requirements prior to the launch of the scheme. KSITIL was not able | -

to-spell out a stratsgy for effective implementation of the scheme,

Moreover, thers was no action pian to make good the loss sustained

due to lack of proper mplementahon of the scheme.

old unused’ Government buildings or buildings of tocal |

todies. The selected buildings will be renovated ‘and
refurnished for use. KSITIL thus started Techne Lodges at
Piravom (Ernakulam), Veliyam {Kollam), Perinad -(Kollam),
Kadakkal (Kollam), Mayyil {Kannur). The Techno Lodges at
Kadakkal, Kollam and Mayyll, Kannur needé - huge
investments for infrastructure development. Hente KSITIL
decided not to incur further Investments for this Techno
Lodges. [t is submitted. that Techne Lodges Schemes tave,
been implemenited for the overall development of IT Sactor,

in ‘rural arsas and it was not envnsaged to ‘be a proft
orlented buslness model. :

452

Failure to obtain refund of the cost of acquisition from LA
Tahslidar

Techno-park atquired 92 acres of Iand at phase il campus by
incusring a totat amount of ¥48.26 crore and acquired 423,51 acre of
land at Technocity for an amount of T238.39 crore. Out of the 82
acres ofand, an area of 9.46 acres in Phase il and 287.42 acres out

of 423.51 acres in Technocity were acquired under Land.Acquisition .

Act (LAA} through the Sbecial Tahsiidar. Balance area-of land was
purchased through negotlahon made by the Techno-park with the

Jand owners.

The cobt of acquision was ‘mainly met by bank ioan’ a.val}ed by
Techno-park. -For -acquisition under LAA, Techno-park deposit
advance amount with the LA office for making payment to the parties

and the LA office charges adrnmlsh'atlve cost (20 per cant of cost of

If the land adquisifion is for tha p'ublic purpose of instifiitions

other thant State/Central . Governmient departments, tha
requisitiomng body/institution will have to enter inio an

agreement with District Collector (Land Acquisition Officer):

on behalf of Government in Form No.7 under Rise 9(3)of
Land Acquisition Rules 1990. Since Technopark is a public

‘institutiony, the tand for its purpose has been acquired after

executing such an agreement by which they are bound oniy

to deposit with.the District Collector, Thiruvananthapuram. | :

The estimated amount of compensatton decided by him and
his decision in this ragard- is final and iegally binding on
Technopark.. Upon. such deposit by the requisitioning body,
the District Collector e)’cecute and do all acts, matters and |
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acquisition or 50 per cent cost of eétabli'shment whichever is Iess) for

- acquisition and the balance amount left with LA office was refunded

to Techno-park from tine to time. For the purpose of acquisition of
land under LAA, Techno-park remitted an amaunt of 218,75 crore at

| different dates in LA office for the acquisition of tand at Phase 1 _
campus and at Tachnocity, The Tichno-park did not take any action
 to claim the refund of the balance amount of T6.05¢crore left with LA

office it January 2014,

Audlt noticed that the request for the refund was submitied only In

January 2014, Since the amount for acquisition was sourced through
bank loan availed by Techno-park, idling .of fund at LA office would

affect the borrowing cest.  As such, proper reconcillation of the

amount paid by LA office and total- deposit made under the LAA
should have been done from time to time and. the management
shoull have taken action to get refund from the LA office i time. [he
fallure to claim the refund resulted in ldiing of fund and consequent
loss of interest amounting to F4.00 crore. - . L

things as may be hecessary 'for acquisition, taking and

handing over possession of acquired tand, payment of

compensation to the claimants, vesting the ownership of |-

acqulred land with the requisitioning body, rafarence of land
acquisition  cases to --courts for determinafion of

enhancement of compensation,” deposit of enhanced]1. - -

compensation in Couit.efc. All thesa records in these

matiers are with Disfiict Coilector and only the copy of |

award will be made avallable to the requesting body to prave
their title over the properties acquired and handed over to
them. : ) .

in Phase il -the amount outstanding with the LA officer as
on 25/3/16 , is Re.1,17,74,359/- only and not the balences
as mentioned in the Audit query. Technopark has to provide

"additional funds of approximately 10 crores for the balance

compensation éxpected to be awarded. :

in Technocity, as on 25/3M5 the amount outstandihg with
Land Acquisition Office s Rs.70,80,919/- only and there is
an additional LA liability’ of 135 crores which is still to be
remitted, - - . ’
The calculation of interest @10.50% on a continuous
running balance which is being used for making individual

‘Payments to the awardeas is only hypothetical. The deposit
of the amounts and the resultant ulilization at LA Office |.
happens only in this fashion and hence there is no question |

of interest calculation on intermediary balances. The amount

is kept in Government account in Treasury which does not
| bear any interest. : :

4.6

Failure of IT Departmant - -

iT department was not able to frame regulations to govern the
activities connected with land issues of the IT parks in the State. The
Department was lacking focus about the utilisation of grant and fand.

The department did not have a mechanism to address the issues -

where ihe fund was put to risk by the IT Parks fo facilitate
attachment by banks. I :

Meatings at Minister level and Principal Secretary level are
eonducted o resolve land issues brought to the notice of
Govemiment. And the utifisation of funds provided in the
budget to the institutions under ITD are also being
monitored timely. ‘ )
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Irraguiar expenges on stone laying ! inauguration of three IT
whtities

| KSITIL incurred an expenditure of 1. 14 takh for foundation stone

laying ceremony of IIT, Pala befora acquisition of land; Cyber Park
conducted inauguration ceremony spending ¥1.80 crore while - five

- aut of six components of the project inciuding main IT building were
not completed and Technopark iregularly spent an amount-of .96
1 crore for the Insuguration of an IT building at Phase HI campus.

Information Technolegy department coordinates the IT development

activities through various agencies such as Kerala State Information
Technology Infrastrcture Limited (KSITIL), IT parks etc. One of the
initiatives of the Department was-setting up of indian Institute of
Information Technology. Kerala (INT) launched by the State in 2012-
13. KSITIL. conducted stone laying ceremany of NIT, Kerala at Pala.
S|mllarly. Cyber Park and Technopark conducted the inauguration
cerémonies. at Kozhikode and Thinsvenanthapuram. The ceremonies

conducted by these entities |ncurrlng expenses of F.17 crore ware'

irregular as described below:

No Remarks.

Expenses on stono Iaying ceremony of [lIT Pala
The Ministry of Human Resources Davelopment, Gol had appmved a

scheme {Seplember 2011). of establishing one HIT at Pala in -

Kottayam tistrict at a cost of T128 crore to be mel-from Gol grant
(T64 crore), Stete Government grant (Z45 crore) and through private
participation (19 crore). The State Govemment was to provide land
frae of cost for the project. The 1T Department appointed {September
2013) KSITIl. as the authority for acquisition of land and ail
connected ‘works raquired to set up IIT Kerala and :an info city at
Pata. KSITIL identified 22 hectares: of land belonging to 76 survey
numbers In Vallicira village in Meenachil taluk in Kottayam district.

Audit scrutiny revealed that before starting the land acquisition, the
KSITIL conducted the stone taying ceremony on 24 February 2014 at
a cost of 31.14 lakh in a pict of land: belonging to M/s Kerala State

" Co-pperative Tyre Factory Limited which was leased to M/s Palazhy

illT Keraia is an instituiiun sel up in Kerala similar to the
other NIT's set up in various States of India, which will cater
to the. educational needs of .students nationwide..
Immediately after formation of the Socibty, it-was planned to
set up temporary campus for TK and o oonmmce
tlasses from the year 2014-15. The fnaugurauon ceremony
was conducted with wide publicity to give nationwide
publicity for the project. No other programmes were
organized for marketing the profect prior to the inauguration.

| The inauguration ceremony was conducted with ™ the

representatives of the Government of Kerala and Ministry of.

Human Resources Department, Government of India with 2 |

wide coverage in the visual media alsa. .
As this was a prestigious project promoted by the

Tyres Limited. Thus; the, KSITIL conducted the stone laying

Govemment of India and Government of Kerals, the
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| land had not been acquired titl date. Thus,

ceremony on the private land which was nof its own property or fand
acquired for the purpose of establishment of HT. . )
On being asked by Audit, the KSITIL stated (March 2015), that the

the cdremony was a wasteful and unjustified expendfture. - -

1.14 i2kh incurred on |

expenses incurred for pubiicity may be justified since all land
acquisition actions have been inttlated prior to the launch.”

| at the reduced rate.
Government orgenisation advertising in newspapers other than

Inauguration ceremony of Cyber Park, Kozhikode

KSITIL acquired (2010) 44.40 acres of land for establishing Cyber Park _

at Kozhikoda. Qut of this, five acres of land was transferred (November
2011} to Cyber Park for the development of infrastructure facility. The
Detaitled Project Raport (DPR) of Cyber Park envisaged construction of
six components of work for the development of iT Park - Of the six
companents, only one component i.e the Common Facility Centre (CFC)
was completed (May 2013) by Cyber Park. The insuguration ceremony
of the Cyber Park was held on 15 February 2014 prior to completion of
other five components eavisaged in the DPR, .-

An expense of T1.90 crors was incurred by the Goverriment

_grant meant for creating capital assets. Out of .90 crore, 1.63-
-} crore (B5.79, per cent) was Incurred on advertisement in 23 dally

newspapers. Without inviting tender, Cyber Park, engaged a private
agency (M/s Crysalis Communication), for camying out the
edverlisement works and paid 920.38 lakh as agency commission.
The company aisq Incurred 27.00 lakh for. other ~expenses
connacted with the inauguration out of which an amount of 22.03
fakh was paid to Mfs 98 Point 8 for the event management without
following tender procedures or issuing work orders.

Public Relations Department {PRD) of Governmant of Kerala clarified
(1989)that in addition to Government departments, other Government
bodies and Govémment organisations cowd avail thé facility  of
advertising the developmental activities in newspapers through PRD
PRD further clarified (2012) that ¥ any

ihrough PRD, the rate for such adverisoment should not be more
than 50 per cent of the rate applicable for the advertisement through
PRD. . S ) )

The 16" meeting of Board of Governance of the Cyberpark |
‘had ratified the action of the Chief Executive Officer in
-spending Rs.1,63,18,533 for the .advertisement in all India

raleases in the Hindu, Economic Times, Times of India
Business Line and all local dailies in Kerala. .An expenditure
of Rs.26,49,555 for the Pandal. Stage Asrrangement,
Banners Food axpenses Conyeyance Printing and Event
Mznagement . hds also “ been 'ratified by ‘the Board

*{ considering that the development of the new destination of

the backward region Iike Malabar requires PR activities
which will give a message that such an iInfrastructure
Development is happening in this region and this -will
ultimately getting & few anchor developers in the city. It may
be noted that at the time of inauguraftion of first IT building
aof Cyber Park the following faciities were completed. Park
Centre, Common facllity Centre(11780 Sq.ft Buiiding), Road
and Compound wall works (22 metre width) approach Road
from NH Bye-pass to inside the Park, Boundary wail around:

periphery of the land street fight and CFC Yard lighting.

Land development and landscaping around CFC, portable
water facllity for supply with 15000 Litre storage sump and
1RV s:.qbstation work was also under progress at that time.
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The Audit scrulfny revealcd that had the Cyber Park advertised

~ 1| through PRD, the expenditure on advertisement would have been

4 lakh as against T1.63 crore resulting in excess expenditure of

.09 crore. Even if the advertisement was through Crysalls, at the
rate specified In the Government orders of 2012, the rate wouild have
been i lakh. Hence, the non-compliance of Government
regulations on adverisement by Cyber Park resulted in excess
expenditure of T82 iakh. . .
Thus, without constructing the required infrastructure and basic
amanities, the inauguration of Cyber Park conducted, in disregard of
Government orders and prescribed procedures resuited in logs of
¥4.90 crore which requires investigation and fixing of responsibiity.

inauguration of IT building in Technopark Phase-lil Campus
Technopark . consiructed (January 2014) twin building at Phase .
campus for lsasing to IT companies. The building was. inaugurated
on 16 January 2014, . ‘ . .
The inauguration expenses of buiiding sanctioned and paid by the
Chief Executive Officer (CEO) to the contractors were as shown
. . ) (¥ in'crore)
s ' Type of the expenditure | Amount
.No.‘ . L . L : incurrad
i1 . :Newspaper advertisement through M/s. Stark - 1
! i Gommunications - oo . 1
2 Event Managsmentby M/s. Stark Communications . T 044
i3 Tents and other ilems to Mis.Christuraja Design ~~ * 028
‘4 Food and beverages o ’ 0.07
5 1Other expanses . : - 0.08
) _TOTAL : R 21

Audit verified the expenses and observed as foliows:

« There was nd budget allocation or grant nor any prior sanction

The implemenialion of Technopark Phase Il project under -

tha SEZ Scheme was the most ambitious project of
Technopark. The PR exercise was essential for Technopark
to initlate the marketing efforis for this massive built up
space. The major amount of Re.1.41 Crores was actually
spent on news paper adverlisement. The leading dailies
namely, Malayala Manorama, Mathrubhumi & The Hindu did
not accept the PRD rates and these major medias couid not
be avoldad at any cost and hence the normal tariff had to be

paid as national coverage was given in the media. By |

involving M/s. Stark Communication Technopark has not lost
any money. But the design & efforts of release of
advertisement was dong through M/s. Stark free of cost.

1 The actual expanse incurred for the inauguration of Phase ll | -
i was below Re.50 Lakhs and the minor spill over are seen
| because of the expenses incurred for the startup camp
{ conducted for Government where temporary toitet had to be

bulit up for the use of students and lunch had to be served to
them. .

Mfs. Christuraja Design Tent works had submitted the
lowest guote of building of Pandai and other arrangements
of the inaugural function,of Phase 1!l building and hence was
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from the Board or Government for incurring the expense. As per
the delsgation of powers, the CEO had the power to issue orders
upto an amount of 50 lakh. Therafore, the expenses. sanctioned
by CEQC were beyond his financial powers.

+ ' The entire expenses amounting to .44 crore ' for
‘advertisement in newspapers was done through Mfs Stark
Communications without following prescribed tender procedure.

- Further, the original bills from the newspaper publishers were not
furnished; instead M/s Stark Communications indicated the

amount in.the bill submitted for payment as payment made 1o the.

publishers. As the advertisement. expenses of $1.41 crore were
paid" without supporting vouchers, the manner of making payment

was not only iregular but it also lacked transparency whlch Is one

of the principle of Government transaction

An amount of 728 Iakh was paid to M/s Chrisluraja Design for,
srecting tents and other installations without estimates and tender
procedure for the work. Further, no measurement book was
maintgined o ascertain the ectual quantity of work executed as
required under the KFC. it was fioticed that the payments were
effected on the basis of quotstion cum work bill submitted by
contractor. Though there was a full fledged Enginéering Wing, the
CEQ passed the bills without ascertaining the quantum of work
executed. Similarly, an amount of T14.58 takh paid to M/s Stark
Communications for the event management and slage decoration
wes also paid without following tender procedures..

‘The management replied (March 2015) that major newspapers would
not publish advertisethent at PRD rates. The reply was not tenable as
Govermment is requlrad o publish advertisements in the news papers
only at PRD rate.

Further, it was repiied that the management did nel have sufficiant time
to invite, a tender to make arrangements for the insuguration because

the decision to conduct inauguration was taken at short notice. The reply

was not tenable as such ceremonies cannot be conducted without
putting in place necessary infrastructure including fand and building.

selected as the contractor for the said work Expecting the
arrival of Prime Minster and Chief Minister for the
inauguration of the. Phase I} buitding, Technopark had
ventured to constriict the temporary - fencing to avoid
possible security threat, temporary ramp on both sides of the
building, A/c and non.A/c Pandal for providing food, temp.

lighting around the campus which led to a lotal cost of Rs.26
Lakh. The contract was a iumpsum one and payment was
made based on various items and malerials supplied for the
purpose afier due evaluation by the Engineering team of
Technopark and the Chief Executive Officer. The stage and
the ramp were also certified by the technical team of PWO. -

It is submitted that there has been no wilful vislation ‘of
financial discipline and the decision to conduct a -grand
function and publicise this through' a major PR lnitiatlve wag
done wlth 8 good imantlon
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inanci

oV rnment due

inori-commencement . of operation of|
expor i it. -

anctio f_loan ~_the Go
Agreenc ociet ho fi ial
ihealth s 0 C n ng-
commencement rt riented|

inea Qce it _resulted in}’
loss of T 29 03 crore to the
Gove;nmgg g;chegue

The Kerala State Agro- Co-operative Ltm:ted
No 4437 (Agreence), registered (Apri! 2002)
with ‘the Registrar of Co-operative societies,
Kerala(the Registrar) submitted
(November2002) a project proposal to

. {Government seeking financial assistance from

NCDC to set up an export oriented Pineapple

! Processing ‘unit at Padiyur, in Kannur district.|,

The project envisaged formation of a company

{Agreen Hashco Pvt Lid.) (the company ) in

coilaboration with” MS.  Ashco Enterprises
Incorporaied “(Asheo) of USA and MHawaian
Fruit, Products ™t .

Mangalore.  The

On 29.11.2002; the Registrar of Co-opertive
Societies had forwarded a proposal submitted
.by  Agreenco to Govemment for seeking
financisl  assistance from NCDC for
establishing Pineapple Processing Unit. On
09.01.2004 this was recommended and
forwarded .by Government to NCDC New
Delhi - for approval. On  Governmiens
recommendation, NCDC  has issued
sanctioning order on_ 23.03.2004. There in it

is clearly stated that the proposa! had been|

examined in the light of the mcommendatlon

of the appraisal. Team of NCDC.  The team|.

also conducted spot appraisal of the project
during February 2004, 1t is viewed that NCDC
had considered all ‘aspects of the society

including financial position before sanctioning

the assistance.

Detailed Reglstcrs/records are promptly kept
in the office of the Assistant
{General) Kannar and so Demand nolices were
issucd on 11.08.2010, 15.02.2012, 13.03.2013

'and 15.01.2014 10 Agreenco for clearing all’

pending dues.

6
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Pirleapple 'Pmcéssing unit envisaged direct

employment to’ about 300 people and indirect
employment to 4500 people/houscholds, The
society leased out (July 2003)2.0235 hectares of|
its own land (léased land) in Padiyur village to
the company for a period of 50 years for setting
up the processing unit, S
Co-operative Department, - Government . of]
* (Kerala recommended the project to NCDC
which “approved it for ¥ 1637 crore and
sanctioned (March 2004) a loan of T 10.64 crore
“for the project. The loan was required to be
repaid with simple interest of nine per cent .in
eight years, including one year moratorium on
repayment of principal amount. On the request
of the Company, the sanction initially valid upto
3] March 2006 was extended by the NCDC
upto 31 August 2007; by which time the project
was to be completed and the entire loan drawn,
The details of Yoan to Agreenca Society are
briefly as follows. - :

_Amount .

S o Item
No|. - N | {¥inCrore)
"1 1 | Project cost A 1637
2 | NCDC loan - -10.64
3 | Loan de-sanctioned : 0921
4 | Net' loan  sanctioned . from 9.72
NCDC . k
5 [Amouni relcased by the] . 1457
. Government to the |- .
socictytincluding T 3,93 crore

as share capital b saciely) - _J

"

When violation of the rules were detected
‘on 25.02.2009 Circle Inspector Co-operative
Vigilance, North Zone had conducted an
enquiry in to the ‘affairs of the society and

submitted report. In the report, it was|
recommended to complete the audit and|:
issue of audit certificates ard aiso to take| -

urgent action against the responsible, i.e.
Board of Directors of the Agreenco. On
considering ‘this,Registrar of Co-operative

“Societies had ‘issued. directions to Audit|’

Director to complete the audit and issue

audit certificate. -On examination of . the|

Special report submitted along with the audit
report for the year 2004-05, Joint Registrar
(General), Kannur was given direction to
conduct enquiry under section 66 of the

Kerala Co-operative Sccieties Act 1969 and|

the enquiry is not completed so far. Further

action will 'be taken as and when the enquiry| -

is completed. -

The amount of assistance given to the society

“|can be recovered by the sale of the land ie.
given as Collateral Security which include|
Building, Plant & - Machinery. For .this|
purpose, online  Requisitions for Revénue|

Recovery under Revenue Recovery Act were

filed -by' the Assistant Registrar (General) N
“Kannur, - .
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|in respect of the loan amount by Agreenco to the

6 ] Repayment by Government to .3 I1'_)(:tall~, are shown below
NCDC  (including interest : —- B RIS Mt -
¥ 3.41 crore) ) ltcm . Amount Requisition
7 | Total amount recoverable the | 29.03. (In Rupees) | Details
Governinent from the society NCDC '“ﬂ“ P"m'r)d‘ 106405000/~ | RR/2014/58
(NCDC Loan + Share Capital [nterest up 1o 31.03.3013 | 120431591/-_| 30/13 dated
conlribution with mterest and vt up 2. ! 2 04112014 |
penal mterest) Penal  Interest up o _242]520?/- -
- 31.03. 2012 B L
The Secretary to Government, Agrlculture (IFA)|| Total = -1251051798/-
department released. (between March 2004 and ' :
October2005) an amount of ¥ 14.57 crore to the|l IR S L
Agreenco society on the security of mortgage of|i NCDC share Principal 39295°9H%_RR/2014/53. 1
the leased land as a collatgral security for due|{Penal Interest-” 785883 55 ‘:: 2d°‘°d .
repayment of principal, interest, penal interest. e 04.11.2013
Due to non submission of utilization certificate {¥otal ' : 40030883" i I

GoK and firther to the NCDC, an amount of
7.0.92 crore was de-sanctioned (March 2012)
by NCDC reducing the effective loan amount to
? 9.72 crore.

On bemg asked by Audit about the status of thc
project the GoK replied. that though the
pineapple: processing unit project had been
completed, it had not commenced commercial
production . due to non-availability - of|
uninterrupted - supply of pineapple for the

processing unit. The reply was not tenable for|
the reason that it was Agreenco's responmblhty,

1o ensure the availability of raw material prior to I
“establishing the processing unit. Moreover, the

derartment had also failed 10 ascenain the

{Copies of the re'quisitions enclosed)

But the Former Revenue recovery progeedings.
initiated were stayed for a period of Six months

‘with effect from 21/01/2015 by the ‘Former |
order Nof

Revenue Minister as per - the
69/15/RR/M(R&C) dated 23.01.15 and for a
further period of six months with effect from
24.08.2015 as . per Order No. 809!20]5/]\/1
(R&V)/RR dated 25.08.2015.

( Copies enclosed) '

Now the revenue rccovery procedures are

iresumed by the Revenue anthoritics and
Tahasildar (Iritti) has taken steps towards this.
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viability. of the project as well as the financial |Registrar of Co-operative Societies monitor the|
health of the Agreenco pnor to sanctlonmg the{Demand Collection Balance Statement of the
loan. . . .|Joint Registrars and conduct 'collection drive
_ _ o annually to reduce the Goveminent dues, The
Audit scrutiny. further revealed. that” Agreenco|new software, which is developing-as part of]
failed to repay the loan to Government due to its{ Modemnization of the | Department, will enable
| weak financial “health. The net loss durmg the Department to monitor the Co- operanve
|2003-04 "stood at ¥ 1.90 crore and i !nstltutwns more effectively.

accumulated loss during 2004-05 was ¥ 14.13| - _
crore. Besides, T 29.11 crore was outstanding] .
towards loan, interest and penal interest| -
(November 2013).

It was further observed by audit that though the
|financial health of Agreenco was not sound, the
GoK did not keep in view this important factor
while sanctioning T 10.64-crore to Agreenco as
'Hoan. Moreover, GoK had also failed to monitor| -
the repayment of the loan by Agreenco Soc1ety, o

L6

which was obtained fromi NCDC. = - IR . \r)/,/ e
Thus, sanction of loan by the GoK to "Agreenco ' \/:%P.s Rapa .
_ |Society, whose financial health was not sound N éz,, sq.‘.gﬁif!
and  no-commencement of export oriented ) _ mc..,’_""_;:fvnc Gone
pineapple processing unit and non-repayment of] =~ - ) : : m"".hn;::jrh

-loan amount of ? 10.64 crore resulted in Joss of]
T29.03 crore to the Government exchequer.

The 'matter was reported to Government|
(September 2013); . their reply had not been!
- received (March 2015) - -
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