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Govemmem of Kerald. constatutcd & body corporate named ‘Kerala Infrastructure
Investment Fund Board’ (KiIFB) based on Kerala Infrastructure Fund. Act 1999 passed by
b-tau-: ] egislature to administer Kerala Infrastructure Fund and also to supervise the activities
financed from the fund. As per provismn of Rule 16(6) in Kerala Infrastructure Investment
Fund Scheme, 1999, the accounts of the Board audued by Chartered Accountants appointed by
JIFB is required to be forwarded to the Comptrolier and Auditor General (CAG) for his
comments. Later, Government of Kcral;_l amended the Scheme as Kerala Infrastructure
Investment Fund (Amendment) Scheme, 2010 wherein the provision for audit of KIIFB by
CAG was deleted, since the Government had in-principle decided to wind up KIIFB during
2010 soon after the foan from hanks were cleared. In November 2016, Kerala Infrastructure
Investment Fund (Amendment) Act, 2016 _ca:ﬁe into force and there was no clause specifying
the audit by CAG. '

As per Section 14(1) of Comptroller and Auditor General’s (Duties, Powers and

- Conditions of Service) (CAG’s DPCYAct, 1971, CAG has the authority o~ audit any Body or

authority which received substantial finance by grants or loans from the Consolidated Fund of
India or of any State or of any Union territory having a Legislative Assembly KIIFB is whoily
owned and managed by Government of Kerala and received an amount of X1 603.38 crore and
¥1999.56 crore as grant from Government of Kerala during the financial year 2015-16 and
2016-17 respectively for implementation of various projects. Hence, CAG has the authority to
conduct the auélil of KIIFB by virtue of section 14 (1) of CAG’s DPC Act, 1971.

Further, as per Section 20 (2) of CAG’s DPC Act, 1971. CAG has the right to propose
to the President, or the Govemor of a State or the Administrator of a Union Territory having 4
Legislative Assembly, for the audit of the accounts of any body or authority which has not been
entrusted to the Comptrolier and Auditor-General by law. Considering the substantial
‘vestment made by Government of Kerala in KIIFB. it is proposed that Government of Kerala
may ecntrust  the  audit of KIFB o the CAG under Section  20(2)  of

CAG s DPC Act. 1971,
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GOVERNMENT OF KERALA

No.INFRA-3/17/2018-FIN Finance (Infrastructure)De partment
Thiruvananthapuram,
Dated:17/05/2018

To
The Accountant General
Office of the Principal Accountant General
Economic and Revenue Sector Audit
Kerala, Thiruvananthapuram- 695001

Sir.

Sub: Auditing in KIIFB

Ref: D.O.No.CA 1v/B/18-230/463 dated 15.03.2018

Inviting attention to the reference cited 1 am to inform you
that as per the original as well as the amended Kerala
Infrastructure Investment Fund Act 2016, there is no provision for
audit of accounts of KIIFB by t he C&AG.

However, considering the fact that huge public investment
is involved in KIIFB and Government Grants are provided ?
for meeting the chortfall in repayment of debt thereof, Section
6C of the Act has provided for the constitution of a highly
independent and competent audit/monitoring authority viz, the




that there is no diversion of funds of the Board. Such a
Cpmmission has already been constituted with former C&AG Shri.
ylnod Rai as Chairman. The extent of the powers and the
Independence that such a Commission enjoys is evident from a
perusal of the KIIF'(Amendment) Act, 2016. The FTAC,
besides being empowered to call for any  document of
any transaction also relies on the Audited Accounts of KIIFB
done on a half yearly basis certified by the CEO, KIIFB who is
under the Act an officer of rank equivalent to a Secretary to
Governnment. Hence, given such robust arrangements, it does
not seem appropriate to request for a separate Audit of CRAG
under Section 20(2) of C&AG's DPC Act 1971.

It is also pointed out that such a system of Trusteeship
through the FTAC was drawn up keeping in mind the pattern and
structure of audit and the regulations by SEBI followed by
simitar institutions which raise funds from the market. It was felt
that such an arrangement would be conducive to
establishing greater investor confidence as this would be an
arrangment paraliel and infact more comprehensive  and
superior to the Debenture Trusteeship envisaged for fund
raising and with which market participants are familiar.
Given these arrangements already in existence under the KIIF
(Amendment) Act, 2016, a parallel system of auditing through C&AG
might end up sending conflicting signals to prospective investors
thereby inviting the real risk of jeopardising the very purpose for
which KIIFB was formed.

However, as the outflow from the Consolidated Fund is involved and
the CRAG is empowered under Section 14 (1) CR&AG's DPC Act,
whether a suo-moto audit of the accounts of KIIFB by the
C&AG as envisaged under this Section s warrant ed,
notwithstanding the arrangements outlined above, may be decided by
that office.

Yours Fait hfully,

R ([

Anie Jula Thbmas
Additional Secretary
for Ex-Officio Secretary
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Note No. #1
NOTE

Sub: - Audit of KIIFB - Submission of Audited Statement to CAG- Reg.

Kind attention is invited to the letter received from 1Indian Audit and
Accounts Department.

2. In the letter it is stated that as per Section 14 (1) of Comptrolier
and Auditor General's (Duties, Powers and Conditions of Services){CAG's DPC)
Act 1971, CAG has the authority to audit any body or authority which received
substantial finance by Grants or Loans from the consolidated Fund of India or of
any State or of any Union Territory having a Legislative Assembly.

3. As per the letter CAG informed that so far KIIFB has received an
amount of Rs. 3602.94 crore as grant from Government of Kerala during the
Financial Year 2015-16 anc 2016-17 respectively.

4, As per Section 20(2) of CAG's DPC Act 1971, CAG has the right to
propose to the President, or Governor of a State or the Administrator of @ Union
Territory having a Legislative Assembly, for the Audit of the accounts of any
body or authority which has not been entrusted to the Comptroller and Auditor-
General by law.

5. The Indian Audit and Accounts Department has informed
Government to take necessary arrangements to entrust the Audit of KIIFB
under Section 20(2) of CAG's DPC Act 1971.999

6. File submitted for kind perusal and orders.

03/04/2018 4:34 PM
SHARON VS
(ASST (INFRA-3,FIN))
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Note No. #2

7. Kindly see the letter received from AG and the minutes of CS thereon .
Co_nsidering the substantial investment made by Govt. of Kerala in KIIFB the
Accountant General Proposed to entrust the audit of KIIFB to the C&AG under
section 20 (2) of CAG's DPC Act 1971. The Kerala Infrastructure Investment Fund
Scheme 1999 came into force along with the Kerala Infrastructure Investment Fund
Act 1999 specifies the rules regarding audit of accounts of KIIFB. As per para & of
said Act the accounts of the Board shall be audited by a CA appointed by the Board
and the accounts as audited by the CA together with the audit report shall be
forwarded annually to the PS to Gowt. in Fin. Department and C& AG for their
comments. As per section 7 the audited accounts together with the comments of
the PS and C&AG shall be forwarded to FD for placing it before the Legislature along
with annual report. Govt vide G.O(P} No. 677/10/Fin. dated 10.12.2010 amended
the Kerala Infrastructure Investment Fund Scheme and omitted the term C& AG. So
the comments of CRAG or audit of C&AG is not necessary as per the existing

8. As per section 20(2) of C&AG's DPC Act 1971 C&AG has the right to propose

which has not been entrusted to the C&AG by Law . Considering the substantial
investment made by Gowvt. in KIIFB and considering the importance of activities
entrusted to KIIFB we may consider the proposal of AG. at c.f.p.1.

9 File submitted for orders as per minutes of C S at c.f.p.1

06/04/2018 12:49 PM
K.JYOTHI LEKSHMI
(SO (INFRA,FIN))

Note No. #3

23/04/2018 5:07 PM
ANIE JULA THOMAS
( AS (INFRA,FIN))

Note No. #4

10. As per the original as well as the amended KIIF Act there is no provision for
audit of accounts of KIIFB by the C&AG. However, considering the fact that huge
public investment is involved in KIIFB and Government Grants are provided for
meeting the shortfall in repayment of debt thereof, Section 6C of the Act has
provided for the constitution of a highly independent and competent
audit/monitoring authority viz, the Fund Trustee & Advisory Commission (FTAC)
w.r.t. KIIFB which is directly accountable to the State Legisiature and shall act as the
trustee of the fund and help to ensure that all investments of the fund serve the
purpose and intent of the Act and that there is no diversion of funds of the Board.
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Such a Commission has already been constituted with former CRAG Shri. Vinod Rai
ag Chairman. Hence there does not appear the requirement to request for the Audit
of C&AG under gection 20(2) of C&AG's DPC Act 1971. However, since outflow from
the Consolidated Fund is involved and the CBAG IS empowered under Section 14 (1)
Ca&AG's DPC Act, the suo-moto audit of C&AG under this Section may not be

ohjected to.

25/04/2018 1:05 PM
V.SUSEEL KUMAR

(3S (INFRA,FIN))

Note No. #5

28/04/2018 2:33 PM
ANIE JULA THOMAS
( AS (INFRA,FIN))

Note No. #6

Please put up a co nsolidated reply for approval.

28/04/2018 9:32 PM
K M ABRAHAM
( EX-OFFICIO SEC (FINANCE INFRASTRUCTURE))

Note No. #7

30/04/2018 10:28 AM
ANIE JULA THOMAS
( AS (INFRA,FIN))

Note No. #8
30/04/2018 10:51 AM

K.JYOTHI LEKSHMI
(SO (INFRA,FIN))
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Note No. #9

12, ‘ Vide orders at Pre para, draft letter to Accountant General is put up
for kind approval

03/05/2018 3:10 PM
SHARON vs

(ASST (INFRA-3,FIN))
Note No. #10

13. Draft letter may be approved.

05/05/2018 11:14 AM
K.JYOTHI LEKSHMI
(SO (INFRA,FIN))

Note No. #11

08/05/2018 3:32 PM
ANIE JULA THOMAS
( AS (INFRA, FIN))

Note No. #12
14. Draft seen. May be approved.

13/05/2018 1:08 PM
V.SUSEEL KUMAR
(3S (INFRA,FIN))

Note No. #13

As desired at note# 6,Ex- officio secretary may see the draft for approval.

14/05/2018 11:46 AM
ANIE JULA THOMAS
( AS (INFRA,FIN))

Note No. #14
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17/05/2018 2:40 PM
K M ABRAHAM

( EX-OFFICIO SEC (FINANCE INFRASTRUCTURE))

Note No. #15

18/05/2018 12:21 PM
ANIE JULA THOMAS
( AS (INFRA,FIN))

Note No. #16

18/05/2018 12:51 PM
K.JYOTHI LEKSHMI
(SO (INFRA,FIN))

Note No. #17
16. Kind attention is invited to the letter received from India Audit and
Accounts Department vide letter no. CAIV/B/18-230 dated 02.08.2018.

17. As per the letter, the office of AG (E&RSA) it is stated that vide D.O
letter No.CA IV/B/18-230/463 dated 15.03.2018, they have requested for
entrustment of audit in KIIFB under Sectio 20(2) of CAG's DPC Act, 1971 and in
response to the jetter, this office has replied that KIIFB does not come under CAG
audit either as per the initial Act or the amended Act. It was also stated that an
independent authority, the Fund Trustee & Advisory Commission (FTAC) would he
formed to monitor that all investments of the fund serve the purpose and intend of
the Act and hence there is no need for audit by CAG under Section 20(2) of CAG's
DPC Act, 1971.

18. Now AG has informed that as per original as well as amended Kerala
Infrastructure Investment Fund Act 2016. there was no provision for audit of
accounts of KIIFB by the C&AG is not correct. As per Clause 16 (6} of the Kerala
Infrastructure Investment Fund Scheme 1999 (may be seen in Local Reference)
framed in pursuance of Clause 3 of Kerala Infrastructure Investment Fund Act
1999. The accounts of the Board shall be audited by a Chartered Accountant
appointed by the Board and the accounts as audited by the Chartered Accountant
together with the audit report thereon shall be forwarded annually to the Principal
Secretary Lo Government, Finance Department, Government of Kerala and the C &
AG for their comments.
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i9, Further clause 16(7) states that the audited accounts together with
the comments of Principai Secretary to Government. Finance Department and C &
AG shall be forwarded to the Finance Department of Government of Kerala for
placing it before the Legislature along with the annual report,

20. - The said clause was amended on 10/12/2010 to do away the audit of
C & AG (may be seen in the Local reference) on the context that Government
had decided in principle to wind up KIIFB after the funds from the banks are cleared.

21. Now AG has informed that the Scenario has changed and KIIFB has
become a major player in the Government for financing infrastructure projects and
Government grants are provided for meeting the shortfall in repayment of debt
thereof. The functions of FTAC formed include Issuing fidelity certificate every six
months certifying that the application of funds and investment of surplus funds are
in

conformity with the Act and the Scheme. However, the functions do not include
assessing whether activities, financial transactions and . information are, in all
material aspects, in compliance with the applicable authorities, budgetary resolutions,
policy, contracts, agreements, established codes. sanctions, supply orders, agreed
terms or the general principles governing sound public sector financial management

guarantee by Government for meeting the shortfall in repayment of debt created by
KIIFB, AG (E&RSA) has again reiterated that the audit of KIIFB be entrusted o CAG
under section 20 (2) of CAG's DPC Act, 1971,

22. File submitted for kind perusal and orders,

17/09/2018 12:16 PM
SHARON Vs
(ASST (INFRA-3,FIN))

Note No. #18

23.Kindly see the notes at pre paras and the letter received from the AG
(E&RSA) attached at c.f P. 1. In answer to our earlier letter dated 17.05.2018 AG
pointed out the following and informed that they decided to take up the audit of
KIIFB u/s 14(1) DPC Act 1971.

i. The functions of FTAC do not include assessing  whether activities, financial
transactions and information are, in all material aspects are in compliance with the
applicable authorities, budgetary resolutions, policy contracts, agreements,
established codes, sanctions ,Supply orders , agreed terms or the general principles
governing sound public sector financial management and conduct of public officiais
which is ensured by the audit of CAG.

ii. Neither the constitution of FTAC nor the certification of audited accounts by CEQO

24.  As per section 14(1) of CAG's DPC Act 1971 Audit of receipts and expenditure of
bodies or authorities substantially financed from Union or State Revenues
Where any body or authority is substantially financed by grants or loans from the
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Consofidated Fund of India or of any State or of any Urion territory having a Legislative
Assembly, the Comptrolier and Auditor-General shall, subject to the provisions of any law for
the time being in, force applicable to the body or authority, as the case may be. audit all
receipts and expenditure of that body or authority and to report on the receipts and
expenditure audited by him.

25 In the light of the above said provision contained in the CAG's DPC Act 1971 the letter
received from AG submitted for kind perusal and further orders.

17/09/2018 2:46 PM
K.JYOTHI LEKSHML
(50 (INFRA,FIN))

Note No. #19

26. As the AG audit appears inevitable ali divisions of KIIFB may be
instructed to prompt!y maintain and update all relevant records and
registers 10 enable transparent audit by the AG and avoidance of
adverse audit queries/remarks as far as possible.

17/09/2018 4:26 PM
V.SUSEEL KUMAR
(35 (INFRAFIN))

Note No. #20

As per the provisions of C&AG 's DPC AL, CRAG is empowered 10 audit the
accounts of KIIFB suo moto and this has already been communicated to that office
and we are prepared for audit accordingly. '

03/10/2018 3:39 PM
ANIE JULA THOMAS
( AS (INFRA,FIN))

Note No. #21

05/10/2018 10:13 AM
V.SUSEEL KUMAR

(35 (INFRA,FIN))

Note No. # 22

05/10/2018 12:02 PM
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K.JYOTHI LEKSHMT
(SO (INFRA,FIN))

Note No. #23

Kind attention is invited to the letter send from the office of
Accountant Generaj (E&RSA) to Hon'ble Chief Secretary. It the letter it was
informed about the issues in connection with the Audit in KIIFB. As per the letter
it is informed the following:

"Entrustment of audit of KIIFB

20.

Provided that ng such request shall pe made except after consultation
with the Comptroller and Auditor-General,
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2. The Comptroller and Auditor—General may propose to the President or

a

the Governor of a State or the Administrator of a Union territory
having < Legislative Assembly, as the case may be, that he may
authorised to undertake the audit of accounts of any body or authority,
the audit of the account of which has not been entrusted to him by law,
if he is of opinion that such audit is necessary because ¢ substantial
amount has beent invested in, or advanced to; such body or authority by
the Central or State Government or by the Government of a Union
territory having @ Legislative Assembly, and on such request being
made, the President or the Governor or, the Administrator, as the case
may be, may empower the Comp&o![er and Auditor—GeneraI to
undertake the audit of the accounts of such body or authority.

3. The audit referred to in sub-section (1) or sub-section (2) shall not be
entrusted to the Comptroller and Auditor-General except where the
president or the Governor of a State oF the Administrator of a Union
territory having @ Legislative Assembly, as the case may be, is satisfted
that it is expedient so to do in the pub!ic-interest and except after giving
a reasonable opportunity 10 the concerned body or authority to make

representan'ons with regard to the proposal for such audit.

File submitted for kind perusal and orders

16/02/2019 12:30 PM
: | SHARON VS
(ASST (INFRA-3,FIN))

Note No. #24
Kindly see the notes at pre pard and the letter of CAG addressed to
CcS and forwarded by CcS to KIIFB through ACS(Fin), with minutes to
Secretary Law. The letter is seen issued by CAG as per the decision
taken in a meeting with CS held on 05.02.2019. Among other issues of
audit, the non entrust of Audit of KIIFB is seen discussed 1n that
meeting , as @ result CS requested to CAG to furnish details of the
same. In this circumstance CAG forwarded this letter with a copy of
reply to Ouv letter no.Infra 3/17/2018-Fin dated 17.05.2018. 1In this
letter it 1S pointed out that Govt. has not respond 10 the request of AG
to entrust the audit of KIIFB u/s 20(2) of the CAG's DPC Act 1971, since
the present audit being conducted by AG under section 14(1) of CAG's
pPC Act 1971 restricted to grants and loans and audit u/s 20(2) of the
CAG's DPC Act 1971, only would lead comprehensive audit. Hence
requested to ACS (Fin) to do the needful to entrust audit of KIIFB to
CAG u/s 20(2) of the CAG's DPC Act 1971. ' _

As per section 20(2) the Comptroller and Auditor—(}eneral may
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or authority, the audit of the account of which has not beep entrusted to
him by law, if he is of opinion that such audit is necessary because g

Union territory having a Legislative Assembly, and on such request being

The audit referred to in sub-section (1) or sub-section (2) shall not be
entrusted to the Comptroller and Auditor-Genera] €xcept where the
President or the Governor of a State or the. Administrator of a Union

17.05.2018 no reply  has peen furnished to the Subsequent Jetter
seeking permission u/s 20(2) of CAG's DPC Act. In the case of invoking
section 20(2) of CAG's DPC Act 1971, the Power rests with the Govt,
and the Gowt. has to take 3 decision based on public interest whether
the audit of KIIFB may pe entrusted to CAG u/s 20(2) of CAG's DPC Act
1971,

As this js the fact, based on the minutes of CS to Law Secretary to
advise on this entity before the next Board meeting , this matter may
be brought before the next Board.

19
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19/02/2019 2:20 PM
K.JYOTHI LEKSHMI

(SO (INFRA,FIN))

Note No. #25

with FTAC empowered by the KIIF Act passed by the State Legislature being n
place and KIFB being under the direct administrative control of Fmance
Department, the audit of C&AG under section 20(2) of CAG's DPC Act is not
considered necessary whereas the suo moto audit by AG under Section 14(1)
was welcomed as Government assistance in the form of petroleum C€sS and
share of MVT is given to KIIFB to meet debt repayment obligations. This
position has already been communicated to the AG and may be reiterated in the
present instance.

19/02/2019 4:16 PM
V.SUSEEL KUMAR
(3S (INFRA,FIN))

Note No. #26

07/03/2019 6:50 PM
ANIE JULA THOMAS
( AS (INFRA,FIN))

Note No. #27
please put up the note for approval.

11/03/2019 12:44 PM
. K M ABRAHAM
( EX-OFFICIO SEC (FINANCE INFRASTRUCTURE))

Note No. #28

14/03/2019 10:22 AM
ANIE JULA THOMAS
( AS (INFRAFIN))

Note No. #29
Vide orders draft note is put up for approval.

11
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18/03/2019 1:06 PM

SHARON vs
(ASST (INFRA-3,FIN))

Note No. #30
Draft note may be approved.

19/03/2019 4:56 PM

K.JYOTHI LEKSHMI
(SO (INFRA,FIN))

Note No. #31

22/03/2019 1:45 PM

V.SUSEEL KUMAR
(IS (INFRA,FIN))

Note No. #32

22/03/2019 3:59 PM

ANIE JULA THOMAS
( AS (INFRA,FIN))
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