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INTRODUCTION

. 1, the Chairman, Committee pn Public Undertakings (2019-21) having been
authorised by the Committee to present the Report on its behalf, present this
Hundred and Third Report on Kerala Industrial Infrastructure Development
Corporation (KINFRA) based on the Report of the Comptreller and Auditor
General of India for the year ended 31* March, 2006 relating to the Public Sector
Undertakings of the State of Kerala,

The aforesaid Report of the Comptroller and Auditor General of India for the
year ended 31* March, 2006, was laid on the Table of the House on 28-3-2007.
- The consideration of the audit paragraphs included in this Report and the
examination of the departmental witness in connection thereto was made by the
Committee on- Public Undertakings constituted for the years 2016-2019 at its
meeting held on 16-11-2017.

This Report was considered and approved by the Commitiee (2019 21) atits
meeting held on 10-10-2019.

The Committee places on record its appreciation for the assistance rendered
to it by the Accountant General (Audit), Kerala in the examination of the audxt
paragraphs included in this Report,

" The Committee wnshes to express its thanks to the off:ma]s of the Industries
Department of the Government Secretariat and Kerala Industrial Infrastructure
Development Corporation (KINFRA) for placing the materials and information
solicited in connection with the examination of the subject. The Committee also
wishes to thank in particular the Secretaries to Govemment - Industries and
Finance Departments and the officials of the Kerala Industrial Infrastructure
Development Corporauon who appeared for evidence and assisted the Committee
by placing their views before it.

C. DIVAKARAN,

‘Thiruvananthapuram, o Chairman,
10th October, 2019. . Committee on Public Undertakings.



REPORT
ON

KERALA INDUSTRIAL INFRASTRUCTURE DEVELOPMENT
CORPORATION (KINFRA)

AUDIT PARAGRAPH
3.4. (2005-06)
(3.4.1 t0 3.4.33)
Introduction : '

341 The Kerala Industrial . Infrastructure Development Corporation
(Corporation) was set up in February 1993 under the ‘Kerala Industrial
Infrastructure Development Act, 1993 (Act) to provide for the establishment of
industrial areas, organisation of industrial growth centres and for setting up
infrastructural facilities for industries. The main activities of the Corporation are;

* to rdevelop, establish and maintain “industrial areas selected by the
Government; :

BT identify appropriate industrial sites, acquire them and tie-up the
required infrastructure facilities like power, water, roads, communications,
etc.; and ' o

*  to allot the developed plots to entrepreneurs on terms and conditions as
may be determined by the Corporation.

- The allotment of developed/undeveloped land to prospective entrepreneuts
was being made on lease basis for a period of 90 years after collecting lease
premium amount and annual lease rent and service charges thereafter.

~ As on 31 March, 2006, the Corporation had three associate companies”
engaged in the business of export promotion, textile apparels and film and video as
well as eight Industrial Infrastractire Development Centres {IIDCs). The
Corporation also entered into agreement for five Joint Ventures "™,

The management of the Corporation vests with a Board of Directors. -
consisting of eleven members with the Chief Secretary to Government of Kerala as

*  Kinfra International Apparel Park, Kinfra Film and Video Park and Kinfra Export Promotion
Industrial Park. : ) : ' )

© ** " Rubber Park India (1] Limited, ICICI-KINFRA Limited, Westem India KINFRA Liniited,
. Marine Products Infrastracture Dev_elupmem Corporation Limited, Care KERALAM Limited.

1425/2019. ’
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Chairman. The Managing Director is the Chief Executive of the Corporatien. There
were no members representing professional bodies and financial institutions as
contemplated under Section 5 of the Act ibid. '

Scope of audit

3.4.2 The performance review conducted during Janﬁar’y to May 2006 covers
. the activities of the Corporation in the development of infrastructure for industries
during the five years ended 31 March 2006

Seven IIDCs and three Associate companies and three Joint Venture
Companies® which had taken up development works for mfrastmcture and
allotment 1o entrepreneurs were covered in the  present study.

 Audit Objectives

3.4.3 The objective of the performance review was to examine the role of
Corporation in the development of industrial infrastructure in the State with a view
to ascertain whether:

*  there was a clearly laid down plan for purchase and development of lan&;

* land procured was developed by estabhshmg infrastructure facilities like
roads, power, water supply, -communication, etc.; :

* ' the funds received from Central and State Government by 'way of grants
and loans were utilised in an economic, effective and efficient manner;

. land developed was alloted to industrial entrepreneurs and the terms and
conditions of lease were conducive to industrial development and lease _
rent fixed was Optimum;

~» there was proper co-ordination of various government departments and
agencies to ensure timely and qualitative facilities; and

* the Corporation could ensure availability of adequate infrastructure o the
entrepreneurs. ‘

@ HDCs at Thiravananthapuram, Mazhuvannur, Koratty, Malappuram, Wayanad,” Thalassery,

Kasargod. Associate companies Kinfra Intermational Apparel Park, Kinfra film and Video

. - Park, Kinfra Export Promotion Industrial Park. Joint Venture Companies: ICICI-KINFRA,

Western Indja KINFRA Limited and Marine Products Infrastructure Development
Corporation.



Audit Criteria

344 The Audit Criteria used for aséessing the achievement of audit

objectives were as follows:

Industrial policy of the State Government and directives issued felaling
thereto, ' : '

Targets fixed for selection of areas for development of infrastructure.

Detailed studies made to establish whether industrial entrepreneurs were
willing to acquire the areas if infrastructure develppment was carried out.
Cost efficiency of plots allotted in various industrial parks.

Performance of industries with regard to working results and employment

opportunities created.

Performance of associate companies particularly with reference to their
intended objectives. . :

Agreements with Joint Venture Companies and refurn on such
investments,

" Audit Methodology -

3.4.5 The Audit methodology adopted involved:

examining lhe industl_'ial policy of the State Government and ascertaining
whether the infrastructure development was in conformity with the policy
and directions of the Industries Department/ Ministry;

scrutiny of Government Orders, minutes of the meetings of the Board of
Directors, Project Implementation Committee, Pricing Committee, otc.;

review of tender files, work contracts, payment vouchers, etc.,, and
scrutiny of records of associate companies and Joint Venture Companies;

review of documents relating to award of coniracts, their execution and
norms for provision of facilities, fixation of lease premium, rent of
Standard Design Factories and its realisation; and

'revi_ew of Progress reports and administrative reports sent to Industries

Department/Government,



Audit findings

346 Audit findings as a result of test check were reporied to the
Corporation/Government in July 2006 and discussed in the meeting of the Audit
Review Committee on Public Sector Enterprises (ARCPSE) held on 4 August
2006, which was attended by the Additional Secretary, Industries Department and
- ‘Managing Director of the Corporation. The views expressed by the members were
" taken into consideration while firalising the review. '

Audit findings are discussed in the succeeding paragraphs:
Industrial Policy '

' 3.4.7 The State Government announced (1998, 2001 and 2003) the Industrial
- Policy which provided an overall approach towards development and upgradatioh
of infrastricture to enable optimum utilisation of the State’s resources. As per the
" 1998 policy the Government identified 100 per cent Export Oriented Unit (ECU)
and tiny, small, medium or large units in sectors like Information Technology,
Tourism, Agro based business including .food processing, Readymade garments,
: Ayurvedic medicines, Mining, marine products, light engineering, bio-technology -
and rubber based industries as thrust Sectors. Specialised industrial parks with
state-of-the-art infrastructure were to be developed for each of the above thrust

" sectors.

Under the industrial Policy of 2001 and 2003 the Corporation was expected
to 'kick start infrastructure development in the State and to bring about
‘revolutionary changes in the availability of quality infrastructure. The salient
features of the policy included: '

*  Revival of Kerala State Export Promotion Councxl to cater to the needs of
export community.

«.  Announcement of a mew export policy by constituting an Export
‘Promotion Committee with the Corporation as a uodal agency.

* Seiting up transparent methods for private participation in infrastructure i in
public interest.

+ Setting up industrial parks for various sectors and groups including
' women. -
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*  Development of industrial areas under Build, Operate and transfer (BOT)
and Build, Own, Operate and Maintain (BOOM) basis. '

*  Development of road and water transport with private participation.

* Provision cof educational and research instimtions of international
standards related to business/ industry. '

. Creation of a separate fund by the Corporanon to take up prellmmaryl _
feamblhty sidies.

¢ Implementation of the Special Economic Zone (SEZ) policy and
establishment of Industrial Development Zones.

» Constant co-ordination with Government of India for ensuring higher
central investment in Kerala,

Out of the various activities indicated above, the Corporation had taken up
 the setting up of industrial parks for Various sectors and groups.

‘Purchase/Acquisition of Land

3.48 For the purpose of éstablishing industrial parks by providing
infrastructural facilities the Corporation had been purchasmglacqmnng land. The
land acquisition was made through the District Collector and in some cases
purchases were made directly from other departments/institutions. The
Corporation, however, did not have any definite polic‘j for selection of land for
purchaselacquisition with reference to the nature of industries and suitability for
creation of infrastructure facilities. The procurememfpurchases were bemg made
merely on the basis of availability of land.

During January 1995 to December 2005, the Corporation acquired/purchased
2750.14 acres _o_f land at 17 locations. Annexure 20 gives details of area
acquiredfpurchaséd, cost of land and .cost of development of various industrial
Parks. The total cost of 2384.34 acres of land (excluding 240 acres assigned by the
State Govemment free of cost and 125.80 acres for which valuation was yet to be
made) was Rs.81.75 crore. The cost of land ranged from Rs.1.13 lakh to Rs. 7.53
lakh per acre depending on the location except the cost of land procured at the rate
of Rs.28,01 lakh per acre at Kochi during' 2005.
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The industrial i_nfrastructﬁre development centres (IIDC) schemes envisaged
development of industrial areas with infrastructure facilities within two years. Out
of the total area of 1914.98 acres (Annexure 20) of land in 13 industrial parks,
developmeut works were undertaken in an area of 1032.52 acres only keeping an
area of 882.46 acres without commencing development works. In respect of the
balance area of 835,16 acres of land under “Other Parks” development Works were
undertaken only in 382.06 acres leaving a balance of 453.10 acres of undeveloped_.
land, This included 164.22 acres of land acquired for a private party as discussed in
para 3.4.10 infra,

The deficiencies noticed in the purchase/acquisition of land and.its utilisation _
are discussed in the succeeding paragraphs:

Land assigned for Industrial Township

3.49 The Corporation identified an area of 300 acres of land owned by
Hindustan Machine Tools Limited in the prime locality at Kochi and submitted
(May 1999) its proposals to the State Government for establishment of an
Integrated Industrial Township (IIT) through a suitable Joint Venture Partner who 7
was to be identified. The Government, accordingly, assigned and allotted (June
11999) 250 acres of land which was taken over by the Corporation in November
1999. The .proposed HT was to comprise of KINFRA ITPO Exhlbmon—cum-
Convention Centre (40 acres), KINFRA Export Promotion Industrial Park -Free
Trade Zone (135 acres) and. Hi-tech Park (75 acres). It was noticed during audit
that the Corporation had not undertaken any feasibility study for the establishment
of an industrial township in the area and no Joint Venture partner could be
identified till date (August 2006). Thus, even after the lapse of over five years the
Industrial Township had not been started. The only activity undertaken on the land
was commencement (April 2005) of civil construction work for a Biotechnology
Incubation Centre building in an area of 40 acres. The Corporation thither
transferved 10 acres of land to the National Institute of Legal Studies without lease
rent for 90 years as directed (August 2005) by the Guve,mment The balance area
of 190 acres has been lying idle since November 1995. :

The Management stated (July 2006) that several attempts made from June
2000 onwards to find a private sector participant for Hi-Tech Park through the
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Process of newspaper advertisements were not fruitful since there was no demand
for land at that time. The reply indicated that the Corporatlon had sent the proposal
for setting up of an Industrial Township without adequate piannmg and study.

Acqulsmon of land for a anate Entreprencur

3.4.10 On the direction of the State Government, the Corporauon entered into
(December 1997 and May 2000) an agreement with a private- entrepreneur viz.
Kannur' Power Projects (KPP) to provide land to him for setting up a 500 MW
thermal power project by KPP. The Corporation acquired and took possession (July
- 2000) of an area of 164.22 acres of land in Kannur District at a cost of Rs.3.65
- crore. As per the terms of the. agreement, the private entrepreneur (KPP) had to
bear all the Liabilities arising out of acquisition proceedings and also to refund to
the Corporation the amount along with the interest at the rate of 16.5 per cent per

annum.

Land costing Rs.3.65  Audit scrutiny revealed that KPP did not comply with the
crore  acquired on :
behalf of a privae VS of the agreement and the land measuring 164.22 _
entrepreneur had not = acres was kept in the possession of the Corporation. The
been wilised and  Corporation paid Rs.3.65 crore towards the cost of land.
imerest, due -there g cides th 62 land acquisition ref to
against amounted to esides there were, 62 land acquisition reference cases
Rs.2.83 crore . be decreed by the Court. The total amount due (igcluding
' interest of Rs.2.83 crore) worked out to Rs.6.48 crore. The
Corporation could not take any legal action for the
redlization of these dues from KPP in the absence of any

clause in the agreement to this effect

The Management stated (July 2006) that the agreement with KPP was still
substisting and hence Corporation canpot unilaterally withdraw from the agreement
and cannot-make-use of the land for any other purpose as this would jeopardize the
smooth process ' of Jecovery of dues from KPP and that it was seeking the
Government's direction for realization of the amount.

The reply is net tenable since no specific provisiou'was included in the
agreement with KPP for utilisation of land for some other purposes by the
Corporation in case of any default by KPP. Further the Corporation did not have
any viable proposals for the utilisation of this land.

-



Land acquired at Kunnamthanam

3.4.11 The Corporation got transferred (March 2000) an area of 14.48
- hectares (37 5 acres) out of 35.48 hectares of lam_l acquired (February 1999) by the
State Government at Kunnamthanam, Pathanamthitta District for setting up an
Industrial Growth Centre. The Corporation paid Rs.87.31 lakh to the State
Government in February 2004 for taking possession of this land. The area had
earlier been abandoned (November 1996) by Kerala State Industrial Development
Corporation (KSIDC) on the ground that setting up of an Industrial Centre was
technically and commercially not viable. Petitions filed by the land owners in the
Hon’ble High Court againsi acquisition proceedings were also pending at the time
of transfer. In spite of this, the Corporation got possession (February 2001) of the
land and also obtained approval (December 2001) from the Government of India
- for setting up of an IID Centre at a cost of Rs.5.05 crore. The development works
" could not be carried out since the land owners .obtained stay order from the
Hon’ble High Cowrt. The Government .of India cancelled (December 2005) the
approval for IID Centre at Kunnamthanam. '

Decision to set up the Since the land bad been abandoned by KSIDC, the
gg c::;;v:alﬁch ‘::; Corporation was aware of the unsuitability of the location
commercially zuitab]e for D centre even prior to taking over the 1§nd.- The
resulted in blocking  decision of the Corporation to set up IID centre in a
up of Rs.87.31 lakh location which was not technically and commercially

suitable resulted in non-establishment of an industrial park

and blocking up funds to the extent of Rs.87.31 lakh spent

for land acquisition.

The Management stated (April 2006) that the Hon’ble Supreme Cowrt had
finally decided (December 2005) the cases against ‘acquisition, in favour of the
Corporation and the development work of the park had begun (April 2006). Since
GOI assistance was available only for one year as per the scheme, the Corporation
proposed to meet the expenditure from the State Government’s share of assistance.

Payment of enhanced compensatmn

34.12 As per the hcense agreement/lease deed {Clause 3) the premium
payable by an .individual eéntrepreneéur- would be enhanced proportionately if
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additional compensation had to be paid as a result of any court order pursuant to
- provisions of Land Acquisition Act. The land owners (1029 nos.) of eight centres”
had filed (April 2000 to March 2006) cases before the Court’s claiming enhanced
compensation for a total area of 1971.10 acres of land,

. The Corporation failed The Corpofation paid Rs.seven crore in respect of 380
;‘:0‘;':’“3“2“";: ::’::::’:; cases settled and 649 cases were still (April 2006)
enhanced fompm_ - pending in various courts. In Spite of specific terms and
sation of Rsseven ' conditions to this effect in the license agreements and
crore paid to land deeds, the Corporation had not demanded the
owners towards cost ) .
of Jand. proportionate share of enhanced compensation from the
' industrial entrepreneurs who were allotted land during the

period April 1998 to March 2006, '

The M&nagement stated (July 2006) that they propdse' to recover enhanced
compensation by fixing the cut off period as 31 March 2006 and then periodically

till complete cases were finally disposed of, It was, however, noticed in audit that

the Corporation had not claimed (July 2006) the-enhanced compensation even after
the proposed cut off date. ' :

Allotmqit of Land

3.4.13 The Corporation framed (December 1933) rules and regulations as per
Sections 49 and 50 of the Kerala Industrial Infrastructure Development Act, 1993
which are pending approval of the State Govemment (August 2006). Further, as
per section 50 of the KIID Act 1993, the Corporation framed (February 1996) Land
Disposal Regulations to deal with matters relaﬁng to aliotment of land and the
same were still (August 2006} pending approval from the State Government. The
land at the industrial parks of the Corporation is to be allotted on lease for a period
of 30 years under these Regulations. The State Government constituted (May
1999) the Pricing Committee and Land Allotment Committee for dealing with
fixation of lease premium and allotment of land for each area, During April 1998 to
March 2006, the Corporation allotted an area of 408.76 acres of land in 238 cases.
Licence agreements were executed in 191 cases for an area of 170.59 acres in 10

-*  KIAPAIDC, Trivandrum; KEPIP, Emakulam; IIDC, Thalassery; [IDC, Kasargod; IIT, Palakkad;
HDC, Adoor; Kannur Power Project, Kannur.and Rubber Park, Irapuram.

1425/2019.
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industrial parks and 527 ehtrepreneurs had executed lease deed for a total area of
165.02 acres in nine industrial parks.

The deficiencies noticed in the ailotment of land and execution of lease
agreements/-deeds are discussed below:

Delay in execution of licence agreements/lease deeds

3.4.14 Land Disposal Regulations provide for allotment of land to the
entrepreneurs within 30 days of application followed by execution of a licence
. agreement within 15 days thereafter on payment of a minimum of 50 per cent of
lease premium amount. The entrepreneurs have to execute a lease deed within two
years from the date of licence agreement upon payment of full lease premium and
commencement of commercial production.

Audit scrutiny disclosed the following:

*  Of the 238 cases where allotment letters were issued during April 1998 to
March 2006, licence agreements were executed within the prescribed
. period .of 15 days in 2B cases only. The delay in executing licence

agreemients in the other cases ranged between two and 1348 days -

- involving amounts ranging between Rs.0.22 lakh and Rs.82.84 lakh.

*  Of the 191 cases in which licence agreements had been executed, the lease
deeds were executed in 45 cases only. A test check of 35 cases out of these
45 cases revealed that in 21 cases lease deeds were executed within the
prescribed period of two years, while in the remaining 14 cases, the delay
ranged from one maonth to 35 months.

» In respect of 55 cases involving an area of 59.53 acres of land as on 31
March 2006, the mandatory period of two years from the date of licence
agreement had already expired but no lease deed had been executed so far,
even after delays ranging between one month to 84 months after expiry of
the two year period. An amount of Rs.1.64 crore {(lease premium Rs.1.46
crore and interest Rs.18 lakh) was outstanding from the parties. No action
was taken by the Corporation to revoke the agreement and to restore the
land after forfeiting the EMD as per Clauses 5 and 7 of the licence
agreement. :

*+ Includes seven cases where direct lease deed (without licence agreemenl) has been executed for an
area of 118.98 acres.
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Deviations from the provisions of Land Disposal Regulations

3.4.15 The Corporation deviated from the provisions of Land Disposal
Regulations in adhering to the period prescribed for allotment of land, execution of
licence agreement/ lease deed, etc. The deviations resnlted in undue favour to the-
entrepreneurs and cases of loss by way of interest on lease premium as suffered by
the Corporation are discussed in succeeding paragraphs:

Allotment to Kairali Group

3.4.16 The Corporation acquired (1999-2002) 340 acres of land near Walayar
in Palakkad district (cost Rs.7.61 crore) for setting up an industrial township as per
orders (October 1998) of the State Govemment. Out of this an area of 79.40 acres
of land was allotted {November 2002 and February 2003) to Kairali Herbal Cures
(P) Limited (KHC) on lease for a period of 90 years to set up a full fledged herbal
. cure centre, at a total lease premium of Rs.2.41 crore. The lease deed was executed
in May 2005,

Deviating from the Land Disposal Regulations, the Corporation allowed
instalment facility over a period of two years for payment of premium without
entering into licence agreement resulting in loss of interest amounting to Rs.39.08
lakh and extension of undue favour to the party. ‘ |

Delay in collectionof ~ Further land measuring 98.80 acres was allotted (June

lease — premium' 5405y to another firm [Kairali Heritage Centre (P)

amount - in  time .

entailed interest loss Limited] of the same group. This firm paid (August 2005)
only the EMD' (Rs.25.61 lakh) and the lease premium of
Rs.2.31 crore has not been paid so far (June 2006). The -
delay in receipt of lease premium entailed loss of interest
of Rs.17.22 lakh for the period August 2005 to March

2006 since licence agreement was not executed.

“The Management stated (July 2006) that the execution of agreement might be
dispensed withi if the Corporation decided to grant a direct lease. The reply is not
tenable since the Corporation collected the lease premium over a period of two
years in instalments without reckoning the appreciation accrued in the value of
land. '
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Loss due to non-execution of licence agreement

3.4.17 KINFRA Small Industries Park (KSIP), Thalassery allotted (March
2001) five acres of developed land at a lease premium of Rs.13.25 lakh per acre to
Rubco Sales Intemational (RUBCO) for setting up a canvass shoe manufacturing
unit. RUBCO remitted (December 2001) Rs.44.75 lakh. Instead of adjusting the
amount against 50 per cent lease premium payable for five acres of land allotted,
Rs.39.75 lakh was adjusted against full lease premium for three acres of land,
EMD for balance two acres of land (Rs.2.65 lakh) and EMD for 1.61 acres of land
in respact of their sister concern Rubco Huat Woods (Rs.2.35 lakh). The lease deed
was executed (December 2001) for three acres of iand only.

Delay in intimating Audit scrutiny revealed that as against the prescribed time

* allotment . and _ - :
 adjustment of full limit of 45 days there was delay of 18 months from May

lease premium 2000 to December 2001 in intimating the allotment of

against lease value -~ )and to RUBCO and for execution of licence agreement,

of a portion of the si the C - uld ch . t onlv aft

land . allotted mce the Corporation could charge interest only after

.Tesulted o interest execution of licence agreement the delay entailed loss of _

:ﬁ of Rs.61.29 Rs.22.lakh by way of interest for the period from June
o 2000 to December 2001.

In respect of the balance two acres of land allotted to RUBCO and 1.605
acres to Rubco Huat Woods, the interest loss on the balance aggregate lease
amount of Rs.47.63 lakh, arising from non-execution of lease agreemerit, worked
out to Rs.33.29 lakh for the period up to March 2006.

Undue favour to an entrepreneur

3.4.18 KINFRA Export Promotion Industrial Park (KEPIP) allotted {July to
December 2000) 8.513 acres of land to Kerafibretex International Private Limited
(KF) for setting up a PVC Coir manufacturing unit. KF executed (January 2001 1o
April 2002) the licence agreement and lease deed (May 2005) after paying (March
12004) the full lease premium. Due to delay in execution of licence ‘agreement
beyond the prescribed period of 15 days from the date of allotment, the
Corporation lost Rs.4.28 lakh as interest on the balance premium from the date of
down payment (July 2000/January and February 2002) of S0 per cent lease
premium to the date’ (January 2001/April 2002) of licence agreement. Further, the
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Corporation had to waive aggregate interest amount of Rs,11.33 Jakh payable by
KF during the period from January 2001 to March 2004 on account of faifure to
provide power supply in time (Rs.2.21 lakh) and undue concession by way of non-
levy of interest (Rs.9.121akh) on full lease premium déviating from the normal
practice, '

The Management stated (July 2006) that KF could be provided power oniy in
April 2001 due to delay in commissioning of sub-station and Kp being a major
exporter, the Corporation could persuade prospective investor to come to KEPIP.
The reply is not tenable since the Joss due to waiver of interest totalling Rs.15.62
lakh was incurred in violation of the terms and conditions of Land Disposal
Regulations, ETI

Allotment of standard design factories

34.19 Since there were no allotiees for the land developed by the
Corporation at the KINFRA Intemational’ Apparel Park (KIAP) the Corporation
;:onslructed (December 1999) three Standard Design Factories (SDF) each with a
 plinth area of 17500 sq. feet at a total cost of Rs.4.09 crore. The entire facility was
let out (May 2002) to Leela International Limited, Mumbai (LIL). -

Based on negotiation conducted with LIL, the then Managing Director
recommended (February 2002) to Government a lease rent of Rs.1.81 per sq.fi. per
month for the first two years with 12 per cent increase every two years thereafter

till tenth year. The basis of fixation of this rate was, however, not available. These
rates were approved (April 2002) by the Government. ' -

Undue  concession - Audit scrutiny revealed that the Pricing Comuittee being
granted to a pavate the designated authority had fixed (March 2002) the rent
g;oup rgl;l;ﬁ n 10-2; . atRs.2.95 per sq. feet per'momh during the first two years
Rs.90.86 lakh. i with 12 per cent increase every two years and Rs.4.79 per
" square feet per month in the ninth and tenth year and

thereafter Rs.17.42 per square feet per month till the 30th

year'so as to recover the actisal capital cost of Rs.4.09

crore in 30 years. The Corporation, however, did not

enhanice the rent to Rs.2.95 per sq.f:. but continued to

charge at the rate of Rs.1.81 per sq.ft. 'The undue
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concession granted to LIL resulted in revenue loss of

Rs.27.36 lakh to the Corporation till April 2006 and a
future loss of Rs.63.50 lakh up to April 2012.

The Management stated (July 2006) that there were no takers for SDFs in the
Apparel Park. As a result of a one to one meeting and regular interaction Leela
Group was persuaded and got the rate revised by the Government. The reply is not
tenable since the Corporation had not made any study regarding viability for
establishment of an Apparel Park in this area and construction of SDF was
undertaken outside the scope of function of creation of infrastructure when it was

not viable.

Delay in providing infrastructure facilities

Construction of 33/11 KV Substation

KINFRA  .incurred

avoidable expenditure

of Rs.62.80 lakh on
construction of sub-
station due 1]
improper estimation
of power requirement.

3.420 KINFRA Techno Industrial Park (KTIP) at

'Kakkanchery, Malappuram {unit of the Corporation)

estimated (November 1995) its power requirement as 4
MVA at 11 KV and applied to Kerala State Electricity

Board for providing supply through two 11 KV feeders.

The estimates for power requirements were changed too
frequently and the Corporation finally availed (August
2003) 3 MVA power through ‘Looping in and Looping
out’ arrangement from 33 KV line after constructing
(February 2003) a substation in the park at a cost of
Rs.62.80 lakh.

Audit scrutiny revealed the following:

¢ The guidelines issued for setting up 1IDC with' access 1o adequate source
of power was not complied with in this- case resulting in delayed
implementation of the project for more than seven years. '

s In Corporation’s other parks, except KEPIF, Kochi (an electricity licensee)
* the required power at 2MVA to 5 MVA was obtained at 11 KV. The
decision to change power requirement from 11 KV to 33 KV was without
any valid ground. In the absence of proper study on the rating of power
requirement, KINFRA incurred extra expenditure of Rs.62.80 lakh on the

" construction of the 33/11 KV substation. '
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The Management stated (July 2006) that they obtained power at 33 KV
because of the urgency to provide the same to entrepreneurs who had already been
-allotted land and obtaining power at 11 KV would have taken around three and a
half years. The reply is not tenable in view of the fact that the Power requirement at
the required rafing could have been obtained at 11 KV directly from the Chelari
substation, two kilometers away, commissioned in October 2002 well before the
completion of the substation of KINFRA and energisation of the park in August
2003. The present requirement of the park is 0.75 MVA only. The expenditure of
Rs.62.80 lakh necessitated due to. improper estimation of power requirement was

" avoidable. - ’

Failure to first identify adequate water availability for an Industrial Park

3.4.21 The Corporation decided (March 1995) to locate the Kinfra Techno
Industrial . Park (KTIP) in 70 acres of land in Malappuram district. The park

comprised of a food zone in 60 acres of land and water availability was one of the )

primary requirements for functioning of the zone. The project report for the park
.~ identified the water requirement of the park at five million litres per day (MLD)
which was to be met from the ground water source available by incurring
expenditure of Rs.two crore. ' )

During implementation of the project the actual ground water availability was
found to be only 0.5 MLD and an altemate location at Kadalundi river basin was
identified (1997) at a distance of 13 km from the Park, This scheme also fell
through due to social and political problems. The source of water was finally
identified (November 2003) at Chaliyar river 17.50 km away. The contract for new
external water supply scheme had been awarded (July 2005) at Rs.7.62 crore and
the work was in progress (June 2006). The total expenditure incurred on water

supply arrangements as on 31 March 2006 amounted to Rs.6.09 crore.

In connection with the mevisic_m of water supply for the park, the
Corporation had entrusted (October 2002) the construction, commissioning and
maintenance of a water treatment plant (WTP) to Shriram Engineering and
Construction Company Limited, Chennai (SEC). This plant completed (September
2004) at a total cost of Rs.1.25 crore was lying idle. The failure of the Corporation

in identifying adequate sources resulted in undue delay in providing ‘basic'
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infrastructure facility for water supply. Due to this entrepreneurs had to resort to
alternate sources of water for their requirements.

Water Supply Scheme for Mazhuvannur

3.4.22 The Pre-feasibility/Project Report of KINFRA Small Industries Park
(KSIP), Mazhuvannur provided that the water requimments'wou]d be met from
ground water sources. Eventhough, the Corporati_on constructed (May 2002) two
bore wells and four open wells at a total cost of Rs.33.27 lakh, sufficient water was
not available. Consequently for availing separate water connection the Corporétion
paid (July 2005) Rs.49 lakh to Kerala Water Authority and the work was in
_progress (April 2006). The construction of an external water supply scheme for
KSIP at an estimated cost of Rs.1 crore was also being considered (July 20086).

‘Thus, failure of the Corpc_iration- to identify proper Qéter supply sources
resulted in not providing infrastructure facility of water to the entrepreneurs in the
park.

The Management stated (July 2006) that it was not poSsible to estimate the
* water requirement in any park in initial stages since the details of the units being
established are not known. The reply is not tenable since the feasibility study
shows that the ént_ire requirement of water was available from ground water
sources, Lack of planning and strategy in conceiving and implementing the
projects by the rnanagement resulted in excessive project cost which was
subsidised by the Government, - '

Avoidable/extra expenditure providing infrstrucutre facilities

3.4.23 The Corporation incurred avoidable_/extra expenditure in providing
infrastructure facilities as discussed in following parag_rgphs:’
Delay in getting KSEB Licensee status

3.4.24 On the basis of the decision taken (July 1998} at the instance of the
Chairman, KSEB, the Corporation submitted (January 2000) an application for
licensee status for power distribution at KINFRA Export Promotion Industrial Park

' (KEPIP). A 110 KV sub-station was constructed (Augusi 2000} and 110KV double
circuit lines were drawn at a total cost of Rs.seven croré. Even though a draft
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licence agreement was prepared and forwarded (April 2000) to the State
Government by the Chief Electrical Inspectorate, no formal orders were issued. In
the meantime, Kerala State Eleetricity Board took over (February 2001) the power
distribution system and operation of the substation. The Board, however, insisted
on payment of operation and miaintenance ‘expenditure by KEPIP even though as
per provisions [Clause 19 ()] of regulations relating to the Conditions of Supply of
‘Electrical Energy issued by KSEB under Section 73 (j) of the Electricity (Supply)
Act 1948, such charges were to be bome by the Board from the date of take over of
distribution system. . S :

Subsequently, the Government declared (May 2003) KEPIP as an Electricity

Licensee, KSEB allowed (July 2003) licensee status and handed over (January

'-'2004) the power distribution system to the Corporation. The operation and
maintenance charges of Rs.28.48 lakh were paid to KSEB up to January 2004,

" The delay of four years (January 2000 to January 2004) in getting licensee
status and the unnecessary payment of Rs.28.48 lakh indicated lack of coordination
among the Corporation, KSEB and the State Government in the project
implementation process despite the fact that the Principal Sécretary to- State
Government was the Chairman of the Corporation and Chairman, KSEE a member

in the Board of Directors of the Corporation.

The Management stated (July 2006) that Kerala State Electricity Board
refused (February 2001) to grant liceasee status and further there was undue delay
. on the part of the Government in issuing orders. The reply is not tenable since the
Corporation was aware of the fact that Kerala State Electricity Board was not the
authority to grant licensee status and the Board of Kinfra consisted of Chairman,
Kerala State Electricity Board and Chief Secretary-to the Government as directors,

Loss of energy

There was abnormal 3.4.25' During 24 months from January 2004 to December
distribution losses 005 KEPIP, a electricity licensee, purchased 412.15 lakh
]\;akl;ed # Rs3570 units of power from KSEB and sold 397.29 lakh units to

industrial consumers. Own consumption of the Corporation

was 1.13 lakh units. The difference of 13.73 lakh units

1425/2019.
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between quantity purchased and quantity sold/consumed
represented energy loss, which varied between 0.51 per cent
and 7.27 per cent per month. At the purchase rate of Rs.260
per unit the loss worked out to Rs.35.70 lakh. -

The Management (July 2006) attnbuted itas a ‘techmcal loss’ in the nature of

Transmission and Distribution Loss. However, KEPIP had not analysed the reasons
for the abnormal variance in loss from 0.51 to 7.27 per cent per month reckoning
the fact that energy was being distributed to units within the park itself.

Dmlopment at Industrial Infrastructure Development Centres (IIDCs)

3426 “The Government of India launched an Integrated Infrastructure

" Development Scheme -in March 1994 for small scale industries in rural and
backward areas with the following objectives:

Promotion of cluster of small scale and tiny units with a view to create
employment opportunities and develop exports.

Promotion of stronger linkages between agriculture and industry.

Providing common service facilities and technological backup services in
the selected centres. : :

Creation of infrastructural facilities like power, water, communication,

‘etc., in the industrial areas.

The scheme was included'in the eighth five year plan proposals. The salient
features of the scheme were as under: '

The Govemment of India and Small Industnes Development Bank of
India (SIDBI) would contribute to each centre an amount not exceedmg

" Rs.five crore in the ratio 2:3 and cost in excess of Rs. ﬁve crore per centre

would be met by the State Government.

The State Government would provide necessary land for the centres the
cost of which was to be recovered from the project authorities.

SIDBI would advance funds to the extent of Rs.five crore to the

. implementing agencies in instalments and claim simultaneously 40 per
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cent thereof subjéct to ceiling of Rs.two crore from Development
Commissioner (SSI) as grant. ‘

*  The State Government was to be entrusted with the task of implementing
the pmposed scheme through a pubhc sector corporation having sound
financial position,

The Co_rporation, the nodal agency for the implementation of the scheme in
Kerala during 1994 to 2006 undertook the development of 1IDCs at eight locations*
at a projected cost of Rs.40.61 crore excludmg cost of land of Rs.13.58 crore. The |
establishment of IIDCs were on the basis of aveulablhty of land in each district and
there were no plan/proposals for setting up the centres in the districts. The
establishment of these IIDCs were on the basis of sanction from the Development
Commissioner (SST) for which a grant of Rs.two crore each was sanctioned. The
State Government contributed matching contribution and met the shortfall if any in
the project cost. The development works were taken up and allotment of plots
commenced in seven centres. The following def1c1enc1es in the implementation of
the scheme were noticed in audit: : :

* the completion of development works in the centers were delayed for
periods ranging from 16 to 60 months beyond the permd of 18 months
envisaged in the scheme.

* the delay in completion of electrical and water supply works with
reference to land development and building works ranged from 11 to 21
months and from eight to 26 months respectively which showed non-
synchronization of works

*  due to low occupancy, a high capacity (650 KVA) diesel generator set
installed (Aprll 2004) at IIDC Malappuram centre was not found
economical during power failure and remained idle.

*  as against 2469 small or tiny indusirial units envisaged under the project
reports, the number of units with whom licence agreement for allotment n
of plots entered into up to March 2006 was only 160 (6.5 per cent).

*  Menamkulam (Trivandrum), Koratty, Waynad, Kakkandlery (Malappuram) Adoor Thatassery,
Kasargod and Mazhuvannur,
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out of 255.14 acre of land acquired, the corporation could lease out only
111.57 acre (37.8 per cent), mcludmg 18.43 acre sold as undeveloped land
(IIDC Thalassery).

contrary to the spirit of the scheme large area upto 23.43 aore was allotted
to single entrepreneur (IIDC Thalassery).

 out of the total 153 allotments, 66 allotments only were for an area up to,

25 cents. Further allotment to 20 units was not in conformity with the
directives of IIDC scheme, since their investment was more than Rs.]
crore,

~as against the estimated direct . employment for 13500 persons the
" employment generated (March 2006) was only for 2596 persons (19 per

cent).

Audit scrutiny further revealed that the Corporation had not undertaken the
following activities envisaged in the scheme:

Providing technological back up service to the entrepreneurs and
industrial units, '

Designing of entrepreneurshio development/skill upgradation programme
to synchronise with the project work to obviate idle capacity/low
occupancy. _ _

Concurrent and post facto evaluation studies about the industrial units
established.

Periodical assessment about the financial and operational details of the

* units for evaluation and report to top management/Government.

Scheme of resefvation or training for SC/ ST and women entrepreneurs. ‘

Thus, the very objective of the scheme primarily meant for creation of small

scale industries in rural/backward areas with a view to provide employment
opportunities, was defeated.

The Management stated (July 2006) that there were no demand for smaller

plots of 10 cents area and delays occurred due to unforeseen circurhstances.
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Employment potenual depended on size of the mdustnes investment and
technologies adopted.

The reply is not tenable since the expenditure on setting up of IDCs could
not contribute to employment potential which was the main objecnve of the
scheme, -

Marketing

3.4.27 The creation of Infrastructure by the Corporation for development of
industries would attain the desired objective only if industrial plots, where facilities
were created, were allotted or sold to entrepreneurs, The Corporation, however, has -
not so far (August 2006) evolved a policy for the marketing of land in various
parks where facilities had been created.

‘The following points were noticed in audit :

+  the pre-feasibility and feasibility reports on the setting up of industrial
parks were being prepared by the Corporation and these reports seldom
contained any viable proposals about the marketing policy to be pursued.

. = the 10p management responsible for a policy decision in this regard had
not considered this subject in any of the meetings of the Board of
Directors, even though the difficulties faced in leasing of the land due to
comparatively higher prices, labour problems, delayed mfrastructuna
development, etc., were reported.

* in the absence of proper marketing strategy even the "spemal offer
scheme” introduced in one park after creation of infrastructure facilities
ended up in payment of Rs.29.49 lakh by way of rebate to 12 initial
investors without attracting new entrepreneurs. :

* no independent study was being undertaken as to the wablhty in
developing an industrial park in a specified area.

* an expenditure of Rs.2.50 crore was 1ncurred on advertisement, publicity
~ and promotional expenses during the five years ended 31 March 2006.
‘This represented advertisement charges on, the Corporation’s activities in

- special edition of various magazines, souveniers, diaries, etc., contribution
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for various seminars, workshop, etc., which included advertisement,
entertainment and other sales promotion expenses. In the absence of any
marketing strategy the expenditure did not serve the purpose.

+ the Corporation does not have an independent marketing cel} for
monitoring the land disposal activities. ' '

Monitoring and Evaluation

3.4.28 In order to ensure that the infrastructure created by the Corporation
had been productively utilised and the units which were allotted land in various
-parks were established and functioning well, the Land Disposal Regulations of the
Corporation and the licence agreement executed by the entrepreneurs prescribed
(Clause 1) various post-allotment responsibilities such as; '

« land would be handed over to the allottees on execution of the licence
agreement.

=  the entrepreneur should, within three months from the date of agreement,
submit detailed plans and drawings for the construction of buildings.

*  within eight months from the date of agreement, commence construction
of the buildings; and ’

+  within 20 months of the date of agreement, complete installation of Plant

‘ and Machinery and within 24 months from the date of agreement

commence commercial ‘production. On completion of construction,
licensor shall execute lease deed for a period of 90 years.

It was noticed in audit that there was no system in the Corporation to monitor |
the above activities with reference to the schedule fixed and to report the lapses
thereon to the top management with a view to take either corrective measures or
invoke penal provisions.

'3.4.29 Further, the activities relating to .the development of infrastructure
facilities like water, power, roads communications, etc.; were to be completed
within a period of 18 months from the date of acquiéitionfpurchase of land as
prescribed under IIDC scheme. It was, however, noticed in audit that there was no
system to ensure that the works in connection with the infrastructure development
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were completed within the prescribed limit and no progress reports in this regard

were prepared and considered in the meetings .of Project Implementation
Committee/Board of Directors.

3.430 The 1IDC scheme announced (March 1994) by Government of India,
- envisaged various activities the Corporation was required to undertake to have an
evaluation about the overall performance of the industrial units set up. It was,
however, noticed that the Corporation had not undertaken any of these activities to
ensure that the funds by way of grants/loans from Government were properly
utilised for achxevmg the declared policies. :

Promotion of Jomt Venture Compames

3.431 As part of development of infrastructure fac:lmes, the Corporation
has from time to time formed Joint Ventures (JVs) with parties with capacity to
bring in capital and administer projects. The Corporation has so far (June 2006)
formed five Joint Venture Compénies {JVC). The details thereof are as under:

Total | Investments b -
share | the Corporatioi: Dividend received
Si Name of | Nature | Date of ca]JJit_al of
* [ Joint Venture of | incorpora omt
No. ot L Venture | Amount - Percen Amount
-Company | activity tion Company (Rs.Tn | oo (Rs In | Year
\ (Rs.In | crore)
crore) . :
11 2 3 4 7| .5 6 7 8 9
1 'Westen  |Infrastru| October | 555 | 277 | 50 |
| India Kinfra | cture 1994 | ' ?
Limited develop
(WI- ment
KINFRA) ‘
‘2 | Marine Marine | March | 5.00 | 2.50 50
Preducts - |products; 1999
Infra- infrastru
structure Cture .
Develop- . {develop |
ment ment
_ 1 Corporation
(P) Limited J
(MIDCON) l
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1 2 U3 4 5 | 8 7 | 8 9
3 |ICICI- |Project | February | 155 | 037 | 24 | 075 July
KINFRA (I- |consulta 1996 : 2001
KIN} ncy : .
4 |Rubber Park |Rubber |December| 2000 | 1000 | 50
Limited - |based 1997 _
industries
5 | Care- Ayurvedic | October 3.00 2.00 67
KERALAM |(research | 2004 i '
Tetal | 3510 | 17.64 | 075
Investment of Even though the Corporation’s investment in the JV

Rs.17.64 crore in
five Joint Venture -

companies was substantial, necessary provisions were not

companies ' over a included in the Joint Venture agreements to ensure
period of 12 years effective control over their affairs. The total investment

yielded a.retum of
Rs.0.75 lakh only.

valued Rs.17.64 crore in five Joint Venture companies as on
31 March 2005 did not yield any return (other than Rs.0.75
lakh received as dividend from cne company (SI.No.3
above) in 2000-01).

In respect of investment made in Joint Venture companies, the following

points were noticed during audit:

Western India-KINFRA Limited (S1.No.l of above table) was formed for
establishing and developing a modem Integrated Industrial Township at

_ Kanjikode in Palakkad district. The Corporation acquired 750 acres of

land for this project, out of which 200 acres were transferred (December
1999) to the JVC. The interest on the cost of land (Rs.75 lakh) from the
date of acquisition to the date of transfer, and enhanced compensation
paid to the ex~owners till April 2004 (Rs.43.62 lakh), totalling Rs.1.19
crore were not reckoned/included in the value of 200 acres of land
transferred. The balance area of 550 acres of land (cost Rs.six crore)
acquired for this JVC was lying without use for the past 10-years resulting -
in blocking of investment. The Corporation could not utilise this land for

" any other purpose since it was acquired exclusively for the IVC.
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It was further noticed that the Western India KINFRA Limited had a huge
amount of Rs.3.36 crore in fixed deposits as on' 31 March 2005 indicating that
funds were kept at the disposal of the co-promoter who was empowered to use the
funds under the agreement, while the Corporation did not have any control over the
affairs of the JVC. ‘ ' :

* MIDCON (SLNo.2 of above table) the JVC of the Corporation and
MPEDA formed (July 2001) another JVC Seafood Park India Limited
(SPIL) with 10 seafood exporters. MIDCON disbursed (Septemiber 2001
to October 2004) loans to the extent of Rs.4.62 crore to SPIL at seven per
cent.per annum with quarterly rest. There was no repayment against the

" loan and the same had been treated as a ‘nonperforming asset by.
MIDCON. SPIL had not yet (July 2006) formally commenced commercial
operations. Thus, the JVC created by the Corporation with an investment
of Rs.2.50 crore acted as a conduit in siphoning off the investment to 10
private entrepreneurs. ‘ ‘

*  The Corporation disbursed Rs.31.20 lakh to I-KIN (Sl.No.3 of the table)
* out of Rs.one crore received from the State Government as revolving fund
for conducting techno-economic and feasibility studies on potential
-~ projects. Though the JVC rollected the success fee from the bidders, the
'amount was not reimbursed to the Corporation. ' '

Internal audit and Internal Control
Internal qudit

_ 3.4.32 The Corporation does not have its own Internal Audit wing. Internal
audit was being got done by external Auditors. No Internal Audit Manual exists
prescribing the areas to be covered/aspects to be examined during internal audit.
The internal Audit reports were also not being placed before the Board of Directors
and there was no system of reporting the deficiencies contained in the Internal
audit report to the top management. Irregularities of persistent nature like non-
maintenance of land register with details of addition and disposals from time to
time and the details of interest remitted to the court due to delay in remittance of
additional/enhanced compensation in Land Acquisition Reference cases, were not
reported regularly by the Internal anditors to the management.

1425/2019,
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Internal Control

3.4.33 The followmg defxc:enc:es were noticed in Internal Control System.

» Internal Control procedures were not formulated by the Corporation. The
rules and regulations for giving effect to the provisions of the KIID Act
had not been framed so far (April 200€). '

s  The Board of Directors met only 11 times during the five years ended 31
March 2006. Formation of committees to- decide policy matters and
pro]ect implementation aspects was pendmg approval (April 2006) of the
State Government.

*  Fixed Asset registers indicating the location, value, number of i;ems, date
of purchase, depreciation charged from time to time, eic., were not
maintained properly. No physical verification of assets had been-

- undertaken. :

Thesé matters were reported to Government in July 2006; their reply 'i's
awaited (August 2006).

~ Acknowledgement

Audit acknowledges the co-operation and assistance extended by the staff
‘and the Management of the Corporation at various stages of conducting the
performance audit.

Conclusion

Kerala Industrial Infrastructure Developinent Corporanon, formed with the
" objective of creating infrastructure facilities for development of industries in the
State, did not have any policy for selection of land for purchase/acquisition with
reference to nature of industries. The Corporation had taken u;5 the establishment
of industrial parks for various sectors and groups. Since a major portion of the land
where infrastructure facilities were created remained unalloted the Corporation
could not fully achieve its envisaged objective. The Rules and Regulations framed
by the Corporation under KIIDC Act were not approved by the Government even
after twelve years. The Corporation acquired land without any definite plan for
development of specific categories of industry in specified areas. There was undue
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delay in mnmanng allotment of land to entrepreneurs, execution of licence
agreements and lease deeds. There was no marketing strategy for leasing of
developed land. The creation of infrastructure was carried out without proper
planning and schedulmg and units in various Parks of the Corporation could not be
‘provided - adequate power, water facilities etc., in time ‘which contributed to
- excessive costs. No system was in existence for monitoring and evaluation of the-
performance of units in various parks with a view 1o assess the extent to which
huge funds spent for creation of industrial infrastructure contributed to -
development and creation of employment opportunmes The Internal Audit,
entrusted to outside agencies did not have adequate coverage and there was no
effective internal control system in the organisation,

, [The Audit Paragraph 3.4.7-3.4. 33 contained in the report of the Comptroller
and Auditor General of India for the year ended 31* March 2006] :

The note furnished by the Government on the Audit Paragraph is given in
Appendix II. ,

Discussion and Findings of the Committee

The Committee enqulred about the. present position of mfraslructure '
* development of Central Public Sector Undertakings like Hindustan Aeronautics Ltd.
(HAL), Bharat Earth Movers Limited (BEML) and Bharat Electronics Limited
(BEL). The witness replied that BEML have putforth a contenting operation  in
Kanchikode, Palakkad District but HAL and BEL are in a stand still at present and

. that they had- failed to utilize the land provided to them. To a query of the
. Committee regarding utilization of allotted land, the witness stated that out of the
200 acres of land hianded over to HAL in 2005, about 20 acres were utilized for
" infrastrueture development He added that developmental activities were not
progressing speedily as envxsaged. due to agitations which arose in connection with
land acquisition,

' The Committee was astounded to note that there was hardly any
developmental activities in the 200 acres of land for 11 years and that the
company had not framed any projects during the period to utilize the whole land,
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The Comrmttee further enqmred about the project report of HAL and aiso
about the transmlssmn of electricity in various parks.

The witness explamed that a joint venture had existed previously - between
NTPC and KINESCO Power and Utilities Private Limited, and that NTPC has
withdrawn from the joint venture and KINESCO alone has been functioning
accurately in transmitting electricity in KINFRA parks and that the organization
performs investment, operation and maintenance works effectively. The witness
further stated that KINESCO purchases electricity from KSEB for transmission in
the industrial park. ‘ :
The Committee further enquired about the details of the project report for
developing solar park under the Ministry of New and Renewable Energy and also
about the model wind energy farm, proposed to be set up at Palakkad as part of the
- wind energy project. The Witness submitted that KINOX Private Limited is
producing 18 MW -electricity from wind and is distributing to KSEB. MNRE
however is not producing eleétricity directly and instead is giving only subsidy to the -
producers. The Committee was not satisfied with the reply and commented that
these details were not specified in the reply furnished by Government to the audit

 paragraphs. The Committee was irked to note that the reply of the witness and the
reply furnished previously to the Committee was contradictory and severely
criticized the department for  furnishing vague reply to the Cqmmittee.

The Committee enquired about the BOT based scheme and the witness
answered that 33 acres of land was allotted in Kalamassery for gold souk on the
" basis of BOT. The Committee aliuded to the. contradictions between the
Govemment policy at that time and the furctioning of the company that was
Iughhghted in the audit observations.

The Committee noticed that the department was not accepting the audit
remarks in the reply to the audit para that KINFRA does not have a definite policy
~ for purchase or acquisition of land. The Committee enquired about the cost of land

" acquired during January 1995 to December 2005. - -

The Witness then admitted almost all the audit observations regarding the para
and stated that land acquisition was very difficult and time consummg due to the
agitations of the people in the locahty
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The Committee sought reason behind the statement in the reply furnished that
the land acquired by KINFRA will be allotted to Central Government companies for
installing pipe line. The witness elucidated that it was for an upcoming project and
for the speedy implementation of the project, land acquisition process had to be
completed within the time limit.

The Committee observed that IT park was not established in a suitable area
like Kochi where infrastructure and raw materials can be acquired easily.

The Committee enquired about the present position of Integrated
Industrial township. The witness explained that out of the 300 acres of land allotted
" to KINFRA, 60 acres were handed over to Medical College, Emakulam and even
though FEDO had prepared master plan for implementing projects in the remajnirig
240 acres of land it had not materialized. .

To a query. of the Committee about the allotment of land to the various projects
with private sector participation and their present status, the witness explained that
40 acres of land was allotted to Zoom Developers Private Limited for establishing
Industrial Exhibition and Trade Centre. As a result of non implementation of the
project, KINFRA was not able to reclaim the land due to the litigation in the Honble
High Court.

M/s TCG Infrastructure Holdings Private Limited, Kolkatta had withdrawn
from the project of setting up Bio Technology Zone in 50 acres of land allotted and
33 acres of land allotted to M/s Acrens Gold Souk, Gurgoan for settmg up Gem and
Jewellery Zone was also in a stand still,

It was also added that 30 acres of land was allotted to M/s SEO Technologles
and they ‘completed orie building and sanction was accorded for a second one.
Regarding M/s Sutherland Global Services, 25 acres of land was allotted for setting
up IT Zone Project and assurance given that this project will prowde 7000 job

- opportunities. According to the master plan 12 acres of land was set apart for
educational zone and allotted -10 aeres to National University of Advanced Legal
Studies (NUALS) and one acre for M/s AOTS for starting Indo Japanese - Trammg
and Cultural Centre.
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The ' Committee specified - that there was purposeful delay -in issuing ‘
notices and'along with there were the procedural lapses to reclaim the allotted land,
thereby giving enough time to the private firms for litigation.

- With regard to the audit observation about the acquisition of land for a private
entrepreneur the Committee enquired whether the dues of X 6.48 crore had been |
realised from _Kanmir Power Projects (KPP). The witness replied in the affinnative
- and stated that the land was reclaimed and handed over to G4S, Malaysia for an
amount which includes the land acquisition cost and the interest accrued.

The Commitiee demanded an explanation for acquiring the land at
Kunnamthanam which was abandoned by KSIDC, spending ¥ 87.31 Lakh. ~The
witniess replied that Government sanction was accorded to acquire the land. The
Committee voiced that it suspectéd vesied " interests behind the transaction and
remarked that acquiring a worthless land rejected by KSIDC by spending public
money amounted to actual treason. The Committee enquired about the Managing
Director at the time of transaction and wanted to take action against him. The

witness submitted that since the land acquisition was effected with the approval of =

the Government, diseiplinary action cannot be ‘initiated agalnst the Managing
Director. :

The witness also explamed that the land acqu:smon cost was realized by
allotting land to the 41 units which are currently functioning there and clarified
further that the land was initially acquired for the project Major  Industrial Growth
- Centre' by District Industries Centre (DIC) but when KSIDC did not acquire the land
KINFRA had taken took over the land later,

The main intention behind acquiring this }and w.is to enhance industrial
development. in the under developed areas by providing the infrastructure
facilities. ' '

The Comm1ttee enqulred about the proportionate share of enhanced
compensation paid by .the entrepreneurs to whom the land was allotted,
The witness explained that enhanced compensation-is a routine process in land
acquisition and that demand notice has been issued in each case pointed out by audit,
however no further action has been taken. He further stated that at present
~ negotiated purchase is bemg enforced under the supervision of the District
Collectors.
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To a query of the Committee about the cut off date stated in the reply furnished
for the realization of dues from the entrepreneur, the witness clarified that only
notices had been issued to them but cut off date was not insisted, since the
entrepreneurs approached Hon'ble High Court, and obtamed stay order and that the

: case is still pending. -

Regarding the audit observation on the undue favour given to Keraﬁbretex-
- International Private Limited, the witness submitted that untlally KINFRA allotted
“land to the above said Italian company and the whole unit was set up within 12
months against the allotted time of 24 months and the provision to give rebate was
there in the lease agreement. He further stated that the unit performed exemplary
“during the unfavorable condition when the power supply from KINFRA was delayed
for one year and that they had requested for payment reduction for that period. He
concluded that at present also Kerafibretex can claim to be performing meritoriously.

Regardmg the audit para on the allotment of Standard Design Factorfes at
: Abparel Park-in Menamkulam, the witness replied. that there arose about 4000 jOh
opportunities and that all the expended money for the project has been fully
recovered.

~ Regarding the audit objection about the delay in providing infrastructure

facilities at KINFRA Techo Industrial Parks (KTIP), Kakkanchery, Malappuram, the

-witness admitted that there occurred a delay of 7 years for procunng power supply due to
the delay in the works of KSEB at that time.

When the Committee enqulred about the audit objection regardmg the failure
of KINFRA in identifying adequate water sources for the industrial park in 70 acres
of land in Malappuram District, the witness explamed that the scarcity of water was
an existing problem in that area, and at present all the objections raised by the people
- of the locality. in acquiring the 28 cents of land located 13 kilometers away, for
solving the water crisis, was settled. He added that about one million litre drinking
water is being made available in that locality daily. '

' The Committee sought explanation on the audit objection about the failure in
implementing the Govemment of India scheme ‘Integrated Infrastructure
Development Scheme’ (IISDS) meant for the creation of small scale industries in
rural/backward areas. The witness explained that if a Central Government S;her_ne



32

is allotted it is implemented by linking it with the land already acquired by KINFRA
and this is the case -with the defense park at Ottappalam, the mega food park at
Kanchikode and the mega food park of KSIDC at Cherthala where these projects
received 50 crore each.

The witness admitted the faults and stated that in the light of repeated audit
objections, a district site selection committee was formed, so that external
intervension in land acquisition could be avoided to some extent. ‘

The Committee opined that when the main aim of KINFRA is to
acquire land and to provide the basic mfrasu*ucture to the entrepreneurs it is however
seen going astray from its objectives. The Committee reminded that KINFRA is not
entrusted to mtervene in the investments and production process; instead acquisition
- of land for enterprises is its main duty.

. The Committee accused KINFRA for acquiring land in large scale without
conducting feasibility study for each industry. The Committee concluded that a
deep study is essential in order to carry out the functions of KINFRA effectively and
for this an expert committee should be appointed.

Regarding the: marketing. of the industrial plots where facilities were
created, the witness elaborated that as per the latest Government Order, land
acquisition should be based on the average cost. of land, cost of infrastructure
facilities like compound wall construction, electrification etc. The Government
Order also stipulates that the viability of land for-flourishing an industry should be
examined before acquiring it and it should be also ensured that the required land
could be marketed within 5 years. As a result only about 70% of the acquired land
could be made worth while and the rest had to be retained for the construction of
road and compound wall. It was added as clarification that the present situation was
distressing, in the sense that it hitiders_and causes undue delay in all these process.

Regarding the audit observations on the five Joint Venture Companies (JVC)
formed by KINFRA, the Committee sought eéxplanation on the lack of retun from
these JVCs except one company. The witness revealed that Marine Products
Infrastructure Development Corporation Private Limited (MIDCON) Care Keralam
Limited, Western India Kinfra Limited (WIKINFRA) are performing well. But
ICICI KINFRA faces the threat of liquidation.. To a query of the Committee on non
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receipt of dividend from the companies, the witness replied that the dividend is.being
received from WIKINFRA, however rest of the companies are stll in a developing

stage,

The Committee enquired about the reason for the delay of 12 yeérs in
approving the Rules and Regulations framed by- the Corporation under KIIDC. The
‘witness cleared that the rules got approval and 10 acres of land has been delegated to
the district leve], ‘

Observations and Recommendations of the Committee

1.

The Committee observes that KINFRA fails to achieve the goals of
industrial policy of the State and recommends to take effective steps for the
development and upgradation of infrastructure of the State by optimum
utilization of its resources. : ' .

The Committee observes with concern that the 200 acres of land' handed
over to HAL in 2005 is remaining futile till date without any
developmental activities. The Committee voices strongly that the land
allotted to HAL should be taken over from them and utilized it for other
projects.

The - Committee notes that KINFRA has. no definite policy for
purchase/acquisition of land. KINFRA purchase/acquire land merely on
the basis of availability. The Committee recommends to make proper

‘planning and formulate definite marketing strategy before acquiring of

lands for creation of infrastructure,

The Committee observes that IT parks were not established in suitable
areas like Kochi where infrastructure and raw materials can be acquired

easily. The Committee recommends to establish IT Parks in suitable

places. The Committee reminds that selecting land and -development of
parks by creating infrastructure should be based on needs and- in
consonance with the industrial policy of Governmient. '

The Committee find.slth‘at the corporation does not undertake any feasibility
study or adequate planning. for the establishment of an Iritegrated Industrial
Township in Kochi. The Committee observes that inadequate delay and

. 1425/2019.
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lprocedural lépses on the part of the officials concerned had led to the

situation of the Integrated Industrial Township project becoming a failure.
The Committee strongly recommends that inordinate delay and procedural
lapses should be avoided by issuing in proper time eviction notices to
Companies which remain inert. The Committee recommends to take
suitable measures to expedite the eviction of inactive companies so that
profitable projects could be initiated in that place, and inform details.

The Comnmtee wants to be furnished with a detailed report on the land
acquisition process at Kunnamthanam which was abandoned by KSIDC

spending X 87.31 lakh. The Commitiee desires to be informed of the

present status of the land.

The Committee notices that the corporation paid -X 7 crore as

" enhanced compensation to the land owners for a total area of 971.10 acres

of land acquired by KINFRA, and wants to know whether the amount paid
has now been recovered from the entrepreneurs who were allotted land
during the period April 1998 to March 2006. The Committee demands to

‘be furnished with a detmled report in this, regard.

fhe Committee accuses KINFRA for acquiring land in large scale without
conducting feasibility study for each industry. The Committee strongly

~ recommends that the functions of KINFRA should be implemented in a

scientific manner and site selection should be carried out in a time bound
mannet taking into account the quality of land and circumstances for’
ﬂounshmg an industry in the area. The Committee also recommends to
frame a separate wing for examining these aspects.

The Committee recommends that acquisition of new land should be
effected only after completing the infrastructure facilities and allotment of
already acquired land. The Committee urges to take earnest efforts on the
part of KINFRA in this regard by avoidinginordinate delay." ' .

The Committee find t_hat KINFRA has no effecﬁ_iVe control over the joint
venture companies formed by them to bring in capital and administer
projects, The Committee recommends that the funds received for various

projects should be productively utilized by KINFRA for the intended
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puipose. The Committee insist that nhecessary provisions for this should be

included in the agreement with the joint venture companies for the proper
control and proper evaluation of the monitory matters.

11. The Committee recommends to strengthen the internal control and audit
system of the corporation for its effective and smooth functioning.

C. DIVAKARAN,
Thiruvananthapuram, N "~ Chairman, _
10th October, 2019, ‘ Comrmittee on Public Undertakings.
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' APPENDIX I

SUMMARY OF MAIN CONCLUSIONS / RECOMMENDATIONS

sl.

No.

Para ( Department
No. Concermned

Conclusions/Recommendations

2 3

4

-1 Industries

The Committee observes that KINFRA fails to
achieve the goals-of industrial policy of the State and
reconmends to take effective steps for the
development and upgradation of infrastructure of the
State by optimum utilization of its resources.

2. | Industries

The Committee observes with concern that the 200
acres of land handed over to HAL in 2005 is
remaining futile till date without any developmental
activities. The Committee voices strongly that the
land allotted to HAL should be taken over from them
| and utilized it for other projects.

3 It}dustries

The Committee notes that KINFRA has no definite |
policy for purchase/acquisition of land. KINFRA|
purchase/acquire land merely on the basis of
availability. The Committee recommends to make
proper planning and formulate definite marketing
strategy before acquiring of lands for creation of
infrastructure.

4 Industries

The Committee observes that IT parks were not
established in suitable areas like Kochi where
infrastructure and raw materials can be acquired
easily. The Committee recommends to establish 1T
Parks in suitable places. The Committee reminds
that selecting land and development of parks by
creating infrastructure should be based on needs and
in' consonance with the industrial policy of
Government. :
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3 .

4

Industries

The Committee finds that the corporation does not
undertake any feasibility study or adequate planning
for the establishment of an Integrated Industrial
Township in Kochi, The Commirtee observes that
inadequate delay and procedural lapses on the part of | -
the officials concerned had led to the situation of the

_{Integrated Industrial Township .praject becoming a

failure. The Coimmittee strongly reccmmends that
inordinate delay and procedural lapses should be
avoided by issuing in proper time eviction notices to
Companies -which. remain inert. The Committee
recommends to take snitable measures to expedite the
eviction of inactive companies so that profitable
projects could be initiated in that place, and inform
details. '

Industries

The Committée wants to be furnished with a detailed |
report on the land acquisiion process at|
Kunnamthanam which was abandoned by KSIDC
spending X 87.31 lakh. The Committee desires to be

.| informed of the present status of the land.

Industries

The Committee notices that the corporation paid X 7
crore ‘as enhanced compensation to the land owners
for a total area of 971.10 acres of land acquired by
KINFRA, and wants .to know whether the -amount
paid has now been recovered from the
entrepreneurs who were allotted land during the
period April 1998 to March 2006. The Committee
demands to be furnished with a detailed report in this

regard.
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3

‘4

- Industries

The Committee accuses KINFRA for ‘acquiring land
in large scale without conducting feasibility study for

| each industry. The Committee strongly recommends

that the functions of KINFRA should be implemented

_lin a scientific manner and site selection should be

carried . out in a time bound manner taking into
account the quality of land and circumstances for
flourishing an industry in the area. The Committee ;-
also recommends to frame a separate wing for

examining these aspects. ‘

Industries

The Committee recommends that acquisition of new

|land should be effected only after completing the

infrastructure facilities and allotment of already
-acquired land. The Committee urges to take earnest
efforts on the part of KINFRA in this regard by
avoiding inordinate delay.

10

10

Iidustries

The Commitiee find that KINFRA has no effective
control over the joint venture companies formed by
them to bring in capital and administer projects. The
Committee recommends that the funds received for
various projects should be productively utilized by
KINFRA for the intended purpose. The Committee
insists that necessary provisions for this should be
included in the agreement with the joint venture
companies for the propér control and proper
evaluation of the monitory matters.

1

1

Industries

The Committee recommends to strengthen the

internal control and audit system of the corporation

for its effective and smooth functioning.
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Annexure 20

(Referred to in paragraph 3.4.8)
Statement showing the details of land acquired and developed by KINFRA

- Rs. in lakh

A Parks were development Uudertaken : .
i 1IDC,Seethangoly, Kasaragod 194.56 281 60.00 1.44 86.66 345.85 432,51
2 IIDC, Thalasery, Kannsr 50.25 107 - 50,25 213 107.00 297.59 404.5%
3 11DC, Kalpetta, Wayanad 50.00 251 50.00 5021 251.00 . 35493 | 60593
4 1IDC,Koraity, TCR 3000 - 226 30.00 753 | 226.00 347.20 573.20
5{a) | IDCKTIP, Kakkenchery §0.00 43 10.00 4.0 43.00 807.85 850.85

* [ KTIP Food -

5(b) | Park,Kakkanchery 62.00 264 62.00 426 | 264.00 1778.80 204280 .
6 110C, Mazhuvanur,EK M 64.89 241 4,89 3.71 241.00 58750 [_ 82850
7 11DC, Kunnamthanam, PTA 35.78 87 35.78 243 §7.00 0.50 27.50
8 HDC, Adoor,Path hitta 85.00 289 85.00 340 | 28%.00 20,30 309.30

5(a) | IDC,Menamkulam, TVM 40.00 116 40.00 . 250 11600 586.30 702.30

9b) | KIAP, M kulam, TVM 50.00 145 50.00 2.90 145.00 235110 | 249610

10(a) | EPIP, EKM 179.60 870 179601 4841 87000 3813.86 4683.86
11 Film Video Park, TVM 75.00 300 75.00 4.00 | 300.00 1098.38 1398.38

) Bio Tech Park, )

12 | Kalamasery, EKM 240,00 a 40.00 .00 | . 0.00 1218 32.18

13 IIT, Palakkad 747.90 845 2060.00 113 | 22597 163.36 38933
: Total A 1914.98 4065 1032.52 3251.62.|  12585.70 | 1583732
~ B Other parks ) .

10{b} | BPIP, EKM,Add). Land 94.60 2650 94,60 28.01 | 2650.00 2650.00
14 . | Rubber Park,EKM - 109.12 374 109.12 343 |, 374.00 ' 374.00
15 Kinfra site, Palakkad 34142 761 178.34 223 | 39751 397,51
16 TCIDS, Kannur 125.80
17 Kannur power project _ 164.22 1328 K .98

Total B 835.16 4110.0¢ 351.06 3421.51 0.00 3421.51
Grand Total (A+B) 2750.14 8375 1414.58 6673.13 12585.70 | 19258.83

Note: . In respect of item12 the land was assi

Government

gned free of cost and for item 16 the value not yet been fixed by
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