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2REAMILE :

l.Karnataka hes z2lready announced policy statements
whicn cover some sectors of infrastracture, such as the
Industrial Policy (1996), the Tourism Policy (1997) the
forts Policy (%997), the Infermation Technology Poligy
(1897) and’the Power Sector éolicy (1997). However, it is
2lso considered necessary to formulate a general policy

cn infrastructure for tne following reasons:.

(a) To demonstrate that the Governwent recojnises
the crucial role played py infrastructure in econonic

cevelopment and that it accords the highest priority

to infrastructure development; =

(b) To‘unambiguously declare to potentwal investors
the -overnment s commitment to enCOLraglng orivate

1ﬁveshmen_ in infrastructure in the State;

(c) To demonstrate that the Government recognises
that a coordinated and integrated approach to infrastruc-

ture devel'opment is necessary;

(d) .To provide guidelines to individual departments
and expedite the investment process for 1nxrastruc;ure

projects in different sectors. X

2, -Global experience has' shown that ohe devéldﬁmeht-
nE inﬁrésﬁruoture and economicg, déve1opment are insesarably
linked, Inadequaoe or poor gquality 1nrrastructure acts
&s an obstacle to IuOld economic growth ’ It 15 not
possible to tackle the grob1em of poverty w;thout
‘wroviding basic infrastructure. Moreover, the 1mofove—.
inent of infrastructure, especiallj drinking water and
sanitation, enhances the qualitj of life in the community.:
Tne world Devélopment Report 1994, publisﬁéd by the
World 3ank, observes that “"Infrastructure in no longer
Ehe grey backdrop of ‘cconomic life underground and out

of mind., It is front and centre in developmnent,'
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. In Karnataka,'there is an imperative need to expand

and upgrade’ the’ 1nfrastructure facilities so as to give

2@ boost to industrial and economic growtn in tne Slate,..
3ottlenecks in infrastructure in Karnataka are constraining
the growth of. the- economy. For example, Karnataka‘hae‘a'
1,22;430 km nétwork ot rpads. ' Of these cnly 1.6% are
Nationa;nﬁighwaysﬁﬁg% are 'State Jdighways and 23% are’ major
district reads, - -On the dational Highways ‘tnere has been
& 20% incr=ase in-tragfic eacn year, and on the staze
Highways. tnhe annual. growth has been 25% out in the sast
two decades the road network has éxpanded at. an average
rate of 2 6% per year only. tost nf the highways re-quire
widening to accommodate the vastly increased volume »>f
traffic. Inadeguate road networks a.d 206f gualley wE -
roads with inadequate carriage width have led to high
transport costs, reglonal disparities and restricted access
of rural people.to markets and medical and educationzl -
facilities. N .. B

4, There is only one major seaport and nine mlno- ports.

.ln Karnataka. "Of the minor ports, Karwar ahd “ola Mangalore
handle "a ‘small volume of carger and the cargo trafflc “tn the_
cther ports is negllglole. THe £facilities in Karnaﬂaka.
ports are lnadequate in v;ew'oﬁ the VaI104S mEgarpIOJ&CtS-:
coming up in the State ln power, QELIDCHEMLCEIS, stee'l etc.,.-'

Levelopment of the handling capacity in the gorts is

urgently requlred Moreover, development of ports wll{ also _

stlnulate £résn. 1ndustr1al 1nvesthent In £iie hlnterland W B
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5. Only two alrports 1o Karnataka have commerc1al opera—
tions, whereas most states of comparable size have throe e T
or four operatlng alrports each AlrflEldS exist at Mysore
Hupli and- Bellary but- Ehey have not ‘been developed and . .
‘not being used for commerCLal tllgnts. The;e-ls also nmed_' ol
to develop ‘an; airport at "ulbarga .Development of these: ™
airports will vastly lmgrove the accessmblllty of these® " '*fﬁ

imjorgant cities’ and will catalyae development of the

sorrounding regions. * ' . : C n
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‘tne State are inadequate.

-national dgenc1es However,

.requlred Hence

1 I A T —— L

(- 3- Wz

6. Of the 205 towns in the State(excluding Bangalore)

only 4 receive water sucppnly at tne rate of about. 100 litres
per capita per day(LRCJ) R

As wmany as 154 towns get water
Stoply ranging from 7 L2CS to 70 LPCOD only, as against tne
srescribed standards ef 100 to 200 LPCD for towns with -

POpulation above 20, 000.

Only 37 towns have underground
drainage facilities,

ost towns do not' have satisfactory

systems of solid waste menagement. All these detficiencies

have resulted in & 1w guality of life and occasional
pidemics in the urban areas.

et e

e is_clear_that the infrastructure facilities in

So far the State’ Jovernment has’

been creatlrg infrastructure facilities out of its budgetary

resources, 1pplemented with some a551stance from inter

the resources available for
infrastructure" development have progressively diminished
in the fece of increasing demands from other sectors.

Infrastructure developient is highly capital intensive and

~reguires huge funds. 1Infact, the Sovernment is finding

1. Qifficnle to maintain the existing ;nfrastructure facili-
ties, : T

Bie -Sovernment will.continue to give the highest prio-
rity to the allecation of government resources tp'infra-

Structure sectors. rfowever, 1n "view of the vast funds

.required for 1n£rastructure development it w;ll not’ be

poss;ble £or Governinent to mopilise all the resources'

sector.to suoplement ltS efforts.. The aovernment with the

assistance of the srivate sector, will endeavour to expand

and upgrade tne lnfrastructure in the State within the
shortest possible time.

-

SOVERNMEIT ORDER NO:IDD 1 UIP 97
BANGALORE, DATED 26T DECEMBER, 1997

INFRASTRUCTURE POLICY: , ‘

The objectives of the Inﬁrastructare Policy are:
(a) To ensure that the 1nfrastructure facilities

.1n the'State are surf1c1ently expanded and

\
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the Sovernment will encouraye the prlvate .
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upgraded to meet the Jgrowing requireients R
of the industrial and agricultural sectors

and alsg population growth;

(b)To declare that the 3overnment welcomes
private investment &nd part;cip?tion in
develrping infrastructure in the State
and tb stimulate and attract such private

investment and participation;

(c)To adopt a coordinated and integraced

approach to Infrastructure Development.

2.  Governwent will accord a very high priority to
the allocation of budjetary resources to_the ‘development
ot key areas .of ‘infrastructure, particulerly, power, —— ~- — e

- roads and water -supply. Government will 2lso enhance.

the volume of resources earmarked for maintenance ofﬁthe

existing infrastructure, .

e e et o e ————— e e

3. : Role of tne Prlvate Sector;:-

- - ———— --!‘

harnataka has already experlenced blgnlilcant prlvate

sector participation -in lnrrastructure progects. The

orivate sector has taiken up a number of power generation )

projects. Copstruction of tae Sangalore-Mysore, Infra-

structure Corridor has been entrusted to a private -
Consorﬁiuﬁf7 Prlvate 1nvestors ‘along with the Government'

will 1mglement “the’ Elevated ngnt Rail Transit’ slstem in
3angalore. Thé”pflvate sector has also.invested- edn e .
hotels and tourism projects, technology gsarks, etc., The
soverninent now groposeb to suostantlally involve the ' : BRI

private sector in the follow1n,.—

(a) Reads

(b) Bridges/Flyovers

(c) Minor Seaports

(d) Airports

(e) ater Supply Schemeé.

(£) sewage disposal/3sarbage disposal a :

.
r
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(h)Tourisiz ZanZrascriicture
A -—— P P -1 .y e L I S |
yagEReIEE=21/Horticeitural/
- floricuizizral maTisScs.
(GERGESTE =22 infrastctures, iz, ,
indusStri=1 osarks/estates, soitware/
science/fsiotechnoleosv/export promocion/
¢ Elgricul=s:rs parks.
sovernment is conrfidsnst that me jor invesuments in
& = - i | - R L — T - L~
the apove sectors-will givs a powerf:l stimulus to econciic .
growtn and will. improve ithe guality of 1ife, XZll ths zbcve
= ~e LR i o W s =5 S I g =~ B =
STCLOrs - orfer attractive oslortunitiss for PILIVELE INVEST.ETSRC.

Sy Sovernment will play an enabling and £fzcilitating rols
to promote private sector investment in infrastructure develoo-
inent with the main objective of: promwting the rzJid sconomic
2 development of=«the State. - g
' 8. The private investors should use the best technology
; for construction -and.installiation of infrastructurs fzcilitiss
. and should provide infrastructure o interns 1 gardis

in infrastructere projects reguires the projegts to bs
- g 2 - 3
T 2
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comnerciglly viable,
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to ensure;that the projects are_ conc
tive that they -zre commercizlly visble before offer

thein to private investors. : :

8. senerally infrastructure pr

to the private sector through o

U
m
o}
n w.
m O
=
o
[
}ote
cl
(El
<
)]
t)
(2
#
{s
!u

xjowever, Sovernment will consider ex
of Understanding (MOU) in either of the following circum- .
stances:
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{a) where the Znvesior proposes a project
which is ¢ a visicpary nature or

whicit is totaliv new in cconcepticn;

(b) where the inveszcr con his cwn initiative
proposes & JIOJ:C:.whiCh “he government
has not cc: temu__hed ofifering to the
private sector =o=czuse it did not appear

to pe comacrcizlily viable.

Iin all sucn cases the MOU wili be valid £or a limited

period durlng which the, investor will have teo achieve agreec

objectives, such an preperction of e technpmeconom;c o

zeasibility report. Purthsr, tne MOU will regquire that .

he investor follows internationally accepted best practices,

such ‘as competitive bidding of construction contracts etc.,

2= In respect of inirastructure. projects, several types
of agreements are possible, sucn as Buidld---Operate-Transfer_. .:

(BOT), Suild-Own-Operate(300), sBuild-Own- Opbrate'Tfansfer-

“(800T), Build-0 oerate Share—-ransfer(JOST), etc.,, DLepending

on the nature of each project, the state ;ovurnment will

dec1de supon the nature of the contractual agreement

10. The State Government will not o:zifer any guarantee
for these progects. However, the chernnent may cernsider

making token lnvestment in a particular lnxrastruc;ure.

: project 1€ 1t Wlll £ac111tate speedy 1mplementation.

(

.11. In respect of infrastructure orojecté which  come

under the control- of urban local bodies, such as solid
waste management and surfece drainage, the local body

concerned will be ;gsgonSLDle for the,xnitial.tasks.'5uch

.as_preperation‘of the project report and calling for bids,

"A private investor who wisanes to propose a project in any

such area of infrastructure should approach the local _':

beody concerned.

r
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12. ' . An inter-departmental Committee headed by the

Chief Stcretary shall examine progosals for perdte_}
sector 1nvest1ent in 1nfrastructure involving #.100 crores
or: more The Comnlttee will: make suitable recommendatlon

to the concerned Mlnﬂster/caslnet.

135 The Sovernment, after receipt of the recomnendatiorns
of the Committee will take: a de0151on of givinyg approval
to the prqject. “The Sovern.sent May ‘require the investor

i t’;O-'as'nelfld't‘l'fe"‘_Drc::pos‘all. and revert to Sovernment watn the

CERY

same, The amended proposal will be considered on &
priority basis, . » :
‘la, .. The unvernment ives a commltment to the investor
; . g
( ' " to take a declslon on his proposal within 90 days of

i

submission of tne oroposal or the amended proposa%ﬂffijjgi__*_,,_;;—

"case may be, in respect of JrOJects‘Thlch have oeen progosed

,.f. by-the, 1nvestor on-his own 1nt1at1ve.-qj; goay b
. 1 : -

L 15‘7" After the project is apgroved by the Sovernment . :
- the Cmnn;ttee w1ll ensure that all-’ necessary clea“ances ana

- ' ia@ssistancé’ are’- glven by the different authorltles and will
" 'monltorh the’ executlon of the projecti=’'. 0« -?‘?‘”‘“ ) 5"
.""‘.dr-_'" L"'"‘ . +
Wl e b ' :" '-: 't . . . ¥ . vl . & Py TN e # Ww --'.‘

' 16 f“' The Committee will also ensure that there is coordi-

natlon between dlfterent 1n1:astructure grojects. " Coordina-

“tion.is. requlred to prevent OLCUIEHCE of prdolems such as

l:|

overlapplng lOCatanS of progects.h COOrdlnatlcn ;s also
necessary ‘Eo' ensure 1ntegratlon and synergy between Airferent

}f* nfrastructure pro;ects.; For example,'a new power prQJect
o may come up in the v1t1nlty of .a port whlcn is* belng
S develoged LA coordlnated aoproach wotld optlmlse bEHEIltS
‘. to all users‘ i __;' :‘.\_ & oy ‘ . et :.I\,‘."t ;o .,.! ’ v t'l-,"; .' I J !J\
’ ¥ -- ..;'l"l'," . ll.l :- '."- w "“-'.' v -l‘..:r .
e e v iihere ‘necessary, Government will proposefamendment

of the relevant:Acts.and Rules:to fadilitate grlvate invest-

ment and partxc;patlon in lnrrastructure. Actlon will be'

tamen to ensure .that all requisite clearances are made

' " e el g
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availaole at one point by a single wipuacw agency..
1a. Incentives and Cen % sion:

As per the Industrizl POlle of the State, incent;ves,
concessions and ‘exeinptions are already available for
different types of projects.. Tne jovernaeat of Inudia
has also offered certain f£iscal incentives for investment
in infrastructure., dowever, recognisincs the fact that |
lnLrastructure projects reqguire special ”DnSLderatlom in
view of long gestation periods, low rates of return andi i =
higher riskr, the Govern.ent proposes to offer the following
incentives:
(a) Exeimnption from payment of entry tax on
machines, equipment, capital goods and
"constraction material procured for imple-
mentation of infrastructure_projects, for
a period of three yesars or till the date £ s

- of completion of the project, whichever is ) i
earlier, suaject to the condition that each :

invoice should be .for not 1ess than &, one _
crore (.s.25 lakhs for construction ¥ * e
materials);

(b) Exeinption from sales tax/works contract tax

» .arising in the construction of the infra-
structure facility for a period of three
years or till the date of completion of, the
project, whichever is earlier;

(c) 100% exemption from payanent of stawp duty
-and registration charges on the f£irst sesles ..
of land in the case of infrastructure projects
v "involving second sales of land, such as indus-

- trial parks. In tne case of other projects-..
the exemption will be to the extent of 50%.
There will be 100% exemption from stamp duty and
‘registration cHarges on transfer of land =
. specifically required for constxuction of -
roads on #0T/300T basis; This exemption will '

| ‘be available only to the extent of land s o
rEqulred for the road construction. e

(d) Sovernment land may be provided, subject to' ... ‘T¢ .1
availabjlity, at concessional rates, except . :
in Corporation and Cipy Munlclpal Council
areas; ° , gy O Y

(e) -where it is hot possible for private inves- ‘7t 7
tors to obtain land required for the project : .-
on their own, the Karnataka Industrial Area
Development Board will acquire the land

lvlt-gn.,
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f// ;wqgiguu fer the proicen cnarging concessional !
/ﬁ amipiseralive cLaJes and will hand over the i
S22 to the invez.urs free orf encunsruncts)
) = _— : o N . ) .
(Z) The investor «~111'be allowed to charge users
fees(tosls, port dues etc,,) during the
concuszlcn Derisz;

(3) whereve

g astructurn project by itself
is not i L

iable, the private
g-loved to Jdeveleop any
suiviinle comiacrcial activity, such as comner-
cial complexes, n=otels, housinyg complexes,
=

dvertisemert hcardings,.etc,, te¢ ensure ﬂ,)
- - ~-- - & reasonible cemposite internal rate of (} S
return; .

" .. Y (h) Tor projects invclving investment of more ' : :
Geen g o L . than #5.100 Crores, tihe Government may »
iy T consider tne bra”t of further concessions/ .
’ inveatives whics are directly related
to the project, deyendlng up on tihe merits
of mach case. - - :
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Lves with tae coqcueruce of he rinance-

s
Desarwsent vide their Weoite :io.rCF0-2130 dated lqnll 1997,

s il . By Order and in the name of Lhe
y ey Governor off Kamataka

W sd/-
o (F, R. SANBAKSI)

B e ma s um g (1.V. H1RLHA“H . e, Under Secretary to Sovernment,
Bomthee L ficer, . Infrastructure Development Jepartinent.

‘Infrsstructure Dsv. Deptt.,
w s ’ : ; T

-

. y , The Compiler, Varqatama Gazette for publlcat*on in the
Q = e " . next ‘issue of the gazette. -

R T R S,

: 1) kccountant 3eneral Of Karnetaka, 3angalore,
. 2) Iy}
2 3) Th
4) The
) - A) A
&) Pzinpipsl Secretatry.to Hon'ble Cnief Minister.

o

Crief Secrestary to Governwent of Karnataxa,

-] H)

D

ddl. Cchief Secrctary tn Government of Karmataka

-}

A
Addl, Chlez Secretary and ﬁevelogment Conunissicner
>

&
s

rinci pal SecretarleerELretaries tn uovernment

7) Chairwan and Managing Director, Karnatka State Indl.- ‘
- Investament and Jevelcopment Corporation Ltd,,
MSIL House, Cunaningham Road, 3angaleore.

L _ | . ..
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8) Chairman: and‘I-'lana;;:'_n,1 D&rector, dangalore
and Sewerage. Board, Cauvery dnavan,

9) Chairman, Karnataka Elec:

water Supply-
dangalore

ricity aoard 5dngélore
10) The Commissicner-of Commercial Taxes, Baq;dlore

'11) Managing Director, Karnataka Urban.Infrastructure-
Davelopment- 'and Financial Corporation, In;antry Road,
aangalore o3 ;“ -

12) hanaging Director, Bangalare tiass Rapid ;ran51t utd
dangalore, iF- ™

Comnissioner, 3angalore ”etro Hegzonal EEVElOpHent—
suthority,’ Aliaﬁﬁar Roagd,, Sangaiore

A .

lé)Cnmmlssion&_, aangalore cevelopment Authority, dangalole
-15) Comm*Sbloner, dangalore City Loryoratlon, Bangalare

167 Commisaioner '2and Director of TDdJStrlES and Commcrce.
. Nrupatunga Repad, aanga1cru ;
17) Executive Member, Karnataxa 1lndl. Area ceveloPment Board,
Nrupatunga Hoad 5angalore

_la) T Dl

Dlrector, Tourism Depart.ent Cauvery Ehavan, B! lore.

19) P.S. ta Hon'ble Minister for Large and Med;um Industrles
and Infrastructure Development.

20) Cablnet 5ection, (D.P.A.K.)

21) SECthﬂ ”uard PllE. ‘ | , -



