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INTRODUCT]ON

L lh€ Chajman, Comminee on Public Underlalings (201e2019) having
been authoris€d by the Commiliee to presenr rhe Report on its beha.lf, presenr this
Thiny Fifth Repon on Kemla Srale Industrial Developinent Corporation Limited,
based on the Reporis of the Cornptolla and Audiror ceneral of India fo. rhe year

ended 3lst March, 2008 relating to $e Pubtic Sector Underlakings of the Srate of
Kerala.

The Repo.t of lhe Comprroller and Auditor ceneral of India for the year

ended on 3ht March, 2008 was laid on rhe Table of rhe House on 2J62OO9.
The consideration of rhe audir paragraphs included in this Repon and rhe
examination of the departmental witness in comecrion rhereto were made by the
Committe€ on Public Undenakings constiruted for the years 201+2016 ar its
meeting held on G1-2016.

Thrs Repon $as considered and appro\ ed by Lhe Commrnee (201620t9) rl
xs meeting held or 264-2017.

The Commia€€ places on record i1s appreciation for the assisrance rendered
by the Accountant General (Audit), Kerala in the examination of the Audit
Paragraphs includ€d in rhis Repon.

The Committee wjshes ro thank the officials of the Induslries Depanmenr
of th€ Government Secretaiiat and Kerala Star,e Industriat Developmenr
Corporation Limited for placing before them the materials and informa{ion rhey
wanted in connecnon with the examination of rhe subject. The Commiuee also
wishes to thank in parlicular the Secr€taries to covemm€nrlndustries ,nd Finance
Depafltnents and the officials of rhe K€raia Srare Industriat Development
Corporation Limited who appearcd for evidence and assisted rh€ Commile€ by
placing thei views before (he commitiee .

Thiruvananthapuram.
2&hAp,2ot'l.

C. DVAKARAN,
Chaitman,

Conmittee on Public Undeflakings.



REPORT

ON

KERALA STATE INDUSTRIAL DEVELOPMENT CORPORATION
LIMITED

AUDIT PARACRAPH

4.6 Urduc favour

Dcci8io[ ot th6 Comprny to wrivo thG upfront fee igtroritg
thc offer of ttc lostcc to Eato thc psymctrt, if lDrirtod, rcsultcd
ir utrduo botrcfit of i 25 lath to a soci.ty for rcquisitior of lald
oD botrlf of r priyate cttity.

The Compary sancrioned (February 2006) a term toan of I 50 ffore to
lnfopark, Kochi (society owned by Covemmenr of Kerata) for acquidng
136 acres of land to be rransferred to Dubai Intemet Ciry (DIC) in connecrion
with then Sna.rt City Project in Ko.hi for Irfonnation Te{hnoiogy development
in the State. A loan agreemenr was entered inlo (May 2006) with Infopark.

The leter of sanction (February 2006) and ctause 2.3 of rh€ agreement
prescrjbed payment of an upfroDl fee equal ro 0.5 pe, cerr of the loan amount
by the loane€ !o $e Cornpany on the date of signing of the loan ageement or
by way of adjustment from the inniat disbu.sement of rhe loan amounr.
Irfopark. however, requested (August 2006) the Company ro release ihe loan
amount in full withour deducting the upftont fee in view of urgent
requirement of funds and requested for waiver of the upfront fe€. Infopa*
further agreed ro pay upfronr fe€ by a separate cheque subsequ€ntly, if
insisted, by rhe Company.

Audit noticed (April 2007) rhar at $e time of approval of waiver of upfront
fee by rhe Boad of diredors, the matter regarding waiver of upfroDr fee of
( 25lakh was placed before rhe Board (249rh meeting dared 22 Sepre,obd 2006)
without presenting the facr that Infopark had agr€ed ro pay the fe€ by a seprrare
cheque if insisted. The Board had not rccorded any specific reasons for waiver of
upfront fee indicating that the decision for waiv€r was taken by the Bosrd without



z

considering an alternate option tEn€ficial to rhe Company. Thus, decision of the

Company to wajve the uptronl fee ignoring lhe offer of the loanee lo make the paymerl

subsequendy resu)led in extension of undue ben€fit to Infopatk for acquisilion of land

on behalf of a private enrity.

The matter was report€d to Covemmenv Managemenl in May 2008; their

reply was awriled (Augusr 2008).

lAudit Para$aph 4.6 contained in th€ Repo( of the Comptroller and Auditor

General oflndia for lhe year ended 3ls! March 20081.

The Noles fumished by Covemment on Audit Paragraph is given jn

Appendix tr.

1. The Contniltet noticed the audit observation thal the Company waived an

upfront fee of t 25 lskh by igloring the off€r of ihe loanee to pay il by a separale

cheque subs€quentty, if insisted by lhe Company The Commi(ee was of the

suspicion ihat $e Company deliberat€ly ignored the offer of Infopdk, Kffhi in

order to give undue benefit for lhe acquisition of land on behalf of a privale enlitv

Cotrclualon/RccoDmendrtions

2. Tbc Committcc obrcrves that the ComPaly weived the

paylncnt of upftort fee of <25 lsth by ltrfopett, Kochi igroring the

offer of the IDfopark to pry tho uDftoll f.c by I seParatc cboquc if
insisted by th. coDpaDy. Thc CoDmittee fcels thst the Compatry did
not look out for rltcmate optiotrs that would hevc bon.fit.d tlc
Comp.ny. WeighirS all tloso fsctors, tbc CoEdittcc suiPects that
the Cornpany dclibcr&tcly oxtotrdcd an utrdue frvour to IlfoPslk.

Thiruvananthapuram,

26!h Apnl,2017.

C.DIVAKARAN,

Chainnan,

ConnitEe on Public Unde.takitss.



APPENDIX I
SLMMARY OF MAIN CONCLUSION/RECOMMENDATIONS

sl.
No. No.

Department
Conclusions/Recommendations

(D (2) (3) (4)

I 2 Industries

The Cornmittee observes lhat the Company
waived the payment of upftoni fee of 125 lakh by
Infopark, Kochi ignoring th€ offer of the lnfopark to
pay the upfront fe€ by a separale cheque if insisled by
the Company. The Committee feels that the Company
did not look out for altemate opdons that would have
benefired the Company. Weighing all these facto$, the
Committee suspects that the Company deliberately
exteded an undue favour to InfoDark.
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