GOVERNMENT OF KERALA
Abstract :

Information Technology Department - IT Industry Incentive Policy doclared

by Government - Subsidy Manua] - Approved - Orders 1ssucd.

INFORMATION TECHNOLOGY (B) DEPARTMENT

G.O. (Ms) No.31/07/1TD Dated, Thiruvananthapuram, 04 {2 2007
Recad. 1 G.O. (P}10/07/1TD dated 14.06.2007

2. Letter No. KSITM/Dir/07/586 dated 16.07 2007 from (i
Director, Kerala State Information Technology Mission

ORDER

As per G O read as 1st paper above, Government have announced
the IT Policy, 2007  The Policy has.outlined various subsidics and
incentives to the new eligible IT units in the State. As per the letter cad as
2nd paper above, the Director, Kerala State Information Tcchnology
Mission has forwarded the Subsidy Manual on the basis of the new IT
Policy, for approval i

~é‘j (2) Government have examined the matter in ‘detail and are pleased
10 app

rove the Subsidy Manual as appended, based on the new 1T Poliey,
2007
* (By Order of the Governor)
Dr. AJAY KUMAR,
Sceretary to Government
To

The Director, Industries & Commerce, Vikas Bhavan, Tvm
\@ The Directlor, Kerala State Information Technology Mission
The Accountant General (A&E)/{Audit) Thiruvananthapuiam
The Managing Direclor, KSIDC, Vellayambalam
The Managing Director, KFC, Vellayambalam
All General Managers of District Industries Centres
The Managing Director, KINFRA, Vellayambalam.
The Chief Executive Officer, Technopark, Thiruvananthapwam
The Chief Executive Officer, Infopark, Kochi.
The Chief Exccutives of KINFRA IT Parks
The General Manager, KSIDC Growth Centres .
FinanceDepartment (vide U.O No.74990/Exp A1/07/Fm dt 12 10 07)
Planmng & Kconomic Affairs Department.
Copy o )
CA to Principal Secretary (Industries)
CA to Principal Secretary (Finance)
CA to Secretary (Industries)
CA to Secretary (Fiurance- Expend1ture)
CA to Secretlary (IT)
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CA to pecial ~ Seéretary (Information Technology)
S/F/0 :

Disposal leading to G.O.(P)lb/O7/l'1‘D dated 14 06.2007

Forwarded/i3y ( )1'2c1 ,

i

P ’ A . -
Section Officer
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MANUAL FOR FISCAL INCENTIVES FOR IT UNITS .

The iscal incentives announced in the I'T Policy 2007 issued  vide QO (Py 102007 1iH)
di 14-06-07 15 operative hiom 01-12-05 and shall iemain in [oice fora penod of v

" Piscal incentives are apphcable to all efigible companses operating m Kerala other than
those located within an SIEZ

In cage of any ambiguity in implementing / nterpicting this Manual, clanfications s ued
by Departiment of I'f, Government of Kerala shall prevail

A. STANDARD INVESTMENT SUBSIDY (SIS)

L. Scheme Admimistration — Rote Definitions
[E IPMC: The tnvestiment Promotion Management Cell in the Kerala State FE Nission
(KSITM), headed by the Director of KSITM, shall administer the SIS for chigible s

-

12 Admumstrator: The Ducctor of KSITM shall be the Admunistiator of the suhenw

I3 Coordmmating Officers: GM-DIC, MD-KSIDC and CEO’s ol Technopark / Infopark
shall tunction as the Coordinating Officers. CEO’s shall have jurisdiction ovar s
focated within the V'F Parks and GM-DIC shall have the junisdiction over the SSE anits
located outside the 1T Paiks MD-KSIDC shall have jurischction over laige and mcoin
units located outside the 11 Parks For afl units financed by KSIDC niespective ol o
location, the CO shall be MD-KSIDC and for units financed by KFC, the CO shall bo M-
KI°C

b4 Consultant: A Chartered Accountancy firm of icpute and with proven cxpeiiciice 1o
the IT scctor shall be engaged by the GO’s ‘The consultant shall primatly cnsuic the
accutacy of data provided and asswic mtegnty of cestification 1t shall be the discrcticn i
the CO to decide whether the consultant needs to be engaged o1 not tor SIS The consutiant
shall also be the authonty to certify whether the appheant umit 1s an I'T Seivice £ 1S/
softwarc / hardwaie unit after venlying the nature of operation by 5uunm/mn the books ul
accounts and nature ol tiansactions of the applicant unit The Consultant’s scrvice charecs
[or this purposc shall be fixed by the SLC from time to time 1 he service charge shall bo 1o
the account of the applicant unit, and the Administrator shall pay the consuttimi
deducting it hom the meentive amount to be disbutsed The Consultant shall assist the
KSITM ain adouustening the mcentives including maintenance of iecords centially

2. Operation of the Incentive

21 Provisional Registration: All applicants for SIS shall provisionally register onfine

with the IPMC of KSIT™™ The provisional registration number 1s 1ssued (o1 thic sok

puipose of bewng chgible {or applymg for incentives avanlable under the State H Poba

Since the provisional tegistration number s issued without physical mspection ot the unn
s
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reccipt of the provisional number does not in any way mean that thc apphcant unit has
been recognised as an T unit by KSITM

22 Application Units shall fill the *Apphication for SIS™ and submit the form along
with the required enclosutes to the CO’s. Applicant companies are to file a self declaration
along with application as to whether they are IT Soltware / IT Hardwaie / I'l Serviee /
ITES or a combination of any of these '

2.3 Verification CO shall forward 1hc"app]icatlon to the Consultant, tf a consultant has
been appointed as per clause 14 The Consultant / CO shall veiify the apphication based on
site visit and perusal of relevant documents The Consultant’s teport shall be checked and
countersigned by the CO, under whose junisdiction the wnit falls: The verilymg and
countersigning authorities as delined above shatl be answerable to audit.

24 Sanction: The Agenda Note i the presciibed tormat duly signed by the CO along
with the recommendation of the CO, shall be sent to the Adnministrator  Documents
submutted by the apphcant unit shall be kept under the safe custody of the CO and should
be available for scrutmy of the Admiistiator, should he desire to do so. A State | evel
Committee (SLC) consisting of the Secietaty ~ IT, Secictary-Finance (Expenditinc).
Ducctor-KSITM. Ducctor-Industries & Commerce and MD-KSIDC shall revicyw claims
that exceed Rs. 10 lakhs under any one single claim. For claims less than Rs 10 takhs, the
Admunstiator shall be authorized to process the claim without referring it 1o the S1C

25 Disbursement: The disbwsement will be cflected by KSITM  thiough the
commercial bank #{inancial mstitution that has funded the applicant unit as ceitificd by the
CO m the Agenda Note The tole of KSITM n admunisteting SIS will be restricted 1o that
ol a disbuising authority The accuracy in the calculation pt the FCI / SIS will be the
responsibility of the CO

26  Response time: The response time for SIS, for claims less than Rs 10 lakhs shall he
attempted 1o be achieved as far as possible within 2 months from the date of receipt of the
application by the CO. provided the application 1s fice from incomplete o1 maccinate
mformation For clmms more than Rs 10 lakhs, the response time will be within 2 weeks
of the sanction by S1.C

2.7 Appeals: The SLC shall dispose off any appeals tecerved in the prescribed forat
from the applicant units against the decisions of the vetifying / countersigning authonitics
or KSITM  Appeals shall be sent to the Administrator, who shall place the matter belore
the SLC The decision of the SLC shall be final and binding upon the applicant

3. Other Conditions

31 ThelT Dcpanﬂncnl tescives the right to adjust the amount sanctioned as incentive 1o
an apphicant unit agarst their dues, 1f any, to the Goveinment / Government agencics

32 The units financed by the KVIC 7/ KVIB shall not be chigible for SIS,

33 Incasc of propiietary / partnership units, if the proprietor / partners has / have 60%0 o
mote profit shate  any other unit in the IT indusuy that has already claimed / apphied loi

v
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SIS under separate application, then such multiple apptications shall not be pernuticd A
certificate in this regaid should be submutted by the applicant unit

34 In case of companies, tf the company has mnmum 51% shatcholding in any othe
company or controlling interest 1n a propuetary / paitneiship firm n the I'findustry tha
has alieady claimed / applied for SIS under sepatate application, then such multiple
applications shall not be permitted. A Board resolution i this regaid should be submitied
by the applicant unit,

35 The umt shall offer a Bank Guatantee to KSITM to the extent of SIS 1eceved  [he
Bank Guarantec shall be invoked wheieby the incentives teceived shall be ictuined 1o the
Government with the nterest recerved @ 14% paif

o Ihe unit ceases (o be in operation within a-pertod of 3 years from the date of teceiving
the SIS

o Theie exists reasonable giounds to believe that the applicant wit has mdufged m
mistepresentation, foigery or deception

Further, all amounts due to Government shall, in case of default, be recoverable as # they
are artears of land revenue under the provisions of the Revenuc Recovery Act Sulticient
opportunity to show causc shall, however, be granted 1o the defaultng wnit belote a
demand is raised agamst it

S~

4. Admissible FCI

'ined Capital Investment on the following items shall be admitted for the calculation of the
SIS

o T Hardwarc
o [l Sofiware
e ldentifiable brand rew plant & machingy neceded to set up an 1T unit.

Genetator sels, tesung equipments, air conditioning equipment, furniture, fwnishing ol
mtcrior, UPS, photocopiers. bandwidth tapping cquipment, officc cquipments like
EPABX, OHP, digital projector and other specialized electionie equipment elated Lo the
‘operation of an 1T unit shall be included n the scope of plant & machinery subject 1o ihe
conditton that these items are puichased brand new The cost af electitication. crection,
installation, wiring etc shall be capitalised under the head “Plant and Machinery™ Al

¢ claims to quahiy for FCI, should be evidenced by original mvoices / ills and otginal cash

reccipts m the units namc and supported by a certificate by the applicant unit’s Chartered -
Accountant wr.t cost of matcrals and fabrication charges. QYLEC costs 10 KSLB.
transfoimor costs and costs of industrial ‘wiring including that for DG sct will be chgible
for SIS. These costs should be cvidenced by invoices, cash receipts and where industad
wirmg costs and clectrification exceeds Rs 50,000/- a cerutficate of valuation hom a
Chaitesed Engmeer / Asst Executive Engineer of PWID has to be furnished to the CO

Iease hold assets / second hand assets and thosc assets provided by the Government o1 1s
agencies at concessional terms shall not be eligible.
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Assets on which SIS are claimed shall not be sold / tansteriea for a minimum pertod ol 3
years from the date of its purchase.

S. Eligibility for SIS
51 IT units engaged in the list of activities mentioned 1n clause 6 of the Manual

5.2 The applicable rates for the calculation of SIS are specified in clause 13.1 3(a) of 11
Policy 2007 and are as follows

30% of Fixed Capital Investment subject 1o a limit of Rs 15 lakhs for companies located
in Thiruvanthapuram and Lrnakulam districts For compamies located outside the distiicts
of Thuuvanthapuram and Ernakulam, the applicable SIS will be 40% ol [Fixed Capital
Investment subject to a lumit of Rs 295 lakhs

33 Units should have tﬁc Provisional Registration Numbey 1ssued by KSITM

5.4 Units should have commenced commercial operation (or completed expansion /
modernization / diversification) on or after 01-12-2005 Applications of units that have
commenced commeicial opetation (or completed expansion /  modetnization /
diversification) before 01-12-2005 1ecerved by CO's alter 14-06-07 will not be entertained

5.5 SIS apphications that arc already pending with the CO’s / KSITM (as on 14-006-07) of

thosc units that have commenced commercial operation (or completed expansion /
modernization / diversification) before 01-12-2005, will be processed but will be guided by
the mcentive scheme of the State IT Policy 2001 announced vide GO (MS) 25/2001/11D
dt 01-12-2001

56 Units must apply for SIS in the prescribed: format to the CO within 12 months of
commencement of opeiation (or completion ol exapansion /  modeimzation  /
diversification) The Administrator shall, however, be competent to condone delays
mdividual cases on merit on recommendation of the CO

57 A unit that has availed of SIS and has reached the upper it as specified m the 11
Policy 2007, is not cligible to rcceive any further SIS

58 A unit that has availed of SIS and has not rcached the upper lumit specified n the 11
Policy 200715 also not eligible 1o 1eceive SIS unless the unit has undergone / completed
modermization / expansion / diversification atter 01-12-2005 However, the incicase in 1 Cl
has to be 25% over the previous level Further, the eligible FCI for calculation of SIS shall
be arrived at after deducting the higher of written down value or sale value of the sciapped
items, 1 any, arising tiom modernization / expansion / diversification

6. List of_activitics to gualify for SIS

IT Software Development

o T Services

e iT cnabled Services (excluding IT training institutes that provide training to the public
at large)

e llardware Manufactuie

3]
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7. Hardware manufacturers falling under the scope of SIS

71 Computing devices including desk top, servers, woik stations, lap top, CPLU cl

72 Digital storage devices and mult media kats

-

7 3 Input &-output deviees

7 4 Networkimg products mcluding hubs, 1outers, switches, concentiators ete

7 5 Power supphies to computer systems includmg UPS

7 6 Networkmg / cabling & ielated accessonies (ielated only to 1T umitsy Ol
manufactuters and cable 'V providers do not fall in the scope

77 Consumables including CD ROM, CD, hoppy disks
8. Definitions '

8 11T nmt/company includes those on the following sector.
I'T hardware, I'T Sojtwaie Development, 'l Services and 1T enabled Services
—8 2 1 mfrasttuctuie refers to the physical infrastucture bult by a firm or butld up and sold to
an I industry for its own use; or mfiastiucture butlt by an I'T mdustry for its own use

83 1T Softwarc 1s delined as any leplescﬁnalion of instiuctions, data, sound. nnaue includimg
source code, object code 1ccorded 1 a machine, 1cadable form and capable of baing manipulated
ot providing nteractvily to use by means of automatic data processing machine tallin ander the

*head 1T products' 1T Software includes operating software, apphication softw.aic. innddieware
and fumwaic '

U “aq° - M \ . 0y

8 < 11 seivice 1s defined as any service which tesults [tom the use of any F sorvwaie over
gya(cm of 1T products lor 1calizing value addition

85 11 enabled seivice 15 defined as any progluct or service that 1s provided or déhiverod mmg the

1esources of 1ICT -

8.6 IT Products. 1s delined as computer, digital data communication and diznal dafa
broadcasting products as notified by the Mimsty of I'mance, Government ol ndia o Cential
Boaid of 1™cise & Customs

9 Forms to be submitted by applicant company

The applicant company shall submit claims for mcentive 1 the prescnibed lomiats Fac Torms
shall be madce available on hine



B. TECHNOLOGY DEVELOPMENT FUND

To encourage Rescaich & Development in the arca of Information Technology as w.ll s
applications of clectionics in various sectors, Goveinment of Keiala has devided
constitute a Technology Development Fund Grant will be made available for proposals
that are considered Lhigible by a comnutiee headed by Durector-KSITM and comprisine: ol
techiical eaperts ~liom CDAC (Convenor), Institute of Electionics and fleciieal
[nginéers, 1ee Soltware Foundation India and Computer Socicty of India

Applications for submutung a project proposal lor consideration of grant are to be nvade i
the prescribed format to be sent to the Convenor of the Commutiee. The Convenar shall
circulate the proposal to other membeis of Lhe committee for cvaluation  Bascd on
evaluation, the commutiee-will recommend to the Duector-KSITM, the amount of grant o
be released and the terms and conditions of the grant.

The total giant for a single proposal shall not excced Rs 5 fakhs., The grant miv be
icleased in stages as per the recommendation of the Comnutlec '

Proposal guidelines

A

(a) The Technology Development Fund can be utihized by Cligible companses tor fhe use
of Reseaich & Development in the area of Information Technology :

(b)Well-defined goals, milestones, targets and deliverables should be specified
(c)The progect duration should preferably not eaxceed one yeat

{(2)The applicant should have the basic mitastiuctire and capabilities to carry out the
project Creation ol new building, an conditioning & other infrastiuctal faciliics i
will not be consideicd for grant

(MThe components of giant for R&D product development support could include sl
salaries for the project dwation, equipment, components & consumables, ol
ovetheads, contingencies and other items requued for the project Details of such iems
should be brought out in the project pioposal

i) A Bank Guaiantee for the project pertod shall be furmished (o KSITM for the wian
amount. The Bank Guaiantee shatl be invoked wn case the fund 1s not used for the puipose
for which it was granted within the time frame stipulated in the project proposal

k) Any portion of the grant which 1s not ulmately 1equired for eapenditure for the
approved purposes shall be suirendered to KSITM

i1) The output of the project shali be made available Lo the public 1n suitable frec software
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