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GOVERNMENT OF KERALA 
Abstract

Electronics & Information Technology Department - Agreement 
between Kerala State IT Infrastructure Limited (KSITIL) and M/s 
Bharath Electronics Limited (BEL) for the implementation of Kerala 
Fibre Optic Network project - Amendment in the payment milestones 
- sanction accorded - orders issued

ELECTRONICS & INFORMATION TECHNOLOGY (B) DEPARTMENT 

G.O.(Ms)No.36/2021/ITD Dated,Thiruvananthapuram, 06/11/2021

to#
YEARS OF 
CELEBRATING 
THE MAHATMA

Read 1 G.O(Ms)No.lO/2018/ITD dated 10.05.2018
2 G.O(Ms)No.l4/2019/ITD dated 15.07.2019
3 G.O(Ms)No.27/2019/ITD dated 11.11.2019
4 Letter No.02/KSITIL/KFON/2019/4766 dated 30.07.2021 

from the Managing Director, KSITIL
5 Letter No. 02/ KSITIL/KFON/2019/4939 dated 18.09.2021 

from the Managing Director, KSITIL
6 Minutes of the meeting of Secretaries of Finance, Law and IT 

Departments held on 23.09.2021

ORDER

Kerala Fibre Optic Network (KFON) project envisages to provide 
hassle free internet access to about 30,000 Government offices and 
educational institutions and also to extend free and high speed 
internet connectivity to the economically backward families all over 
the State. For others, internet services will be provided at a reasonable 
rate.
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2) As per Government Order read as 1 st paper above, Government 
have approved the formation of a Joint Venture Company (SPV), 
KFON Limited for the implementation of the project in the share 
holding pattern of 49:49:2 to Kerala State IT Infrastructure Limited 
(KSITIL), Kerala State Electricity Board Limited (KSEBL) and 
Government of Kerala.

3) KSITIL invited bids from qualified agencies for the implementation 
of KFON (package-A) and Reliable Communication and Data 
Acquisition Network (Package-B) through the e-procurement platform 
of Government of Kerala. Package A is exclusively for KFON project 
and funded by KIIFB. Package B is funded by KSEBL. Out of the three 
valid qualified bids ascertained after technical evaluation, consortium 
of M/s Bharat Electronics Ltd (BEL) emerged as the LI bidder.

4) As per Government Order read as 2 nd paper above, Government 
approved the selection of consortium of M/s Bharat Electronics 
Limited (BEL), as the executing agency, which is the System Integrator 
of KFON project. Revised administrative sanction was accorded for the 
implementation of the Kerala Fibre Optic Network (KFON) project for 
a total cost of ^1548.08 Crores + applicable taxes vide Government 
Order read as 3rd paper above.

5) As per the agreement between M/s BEL and KSITIL, the payment 
milestones of KFON project is 'district wise1 and the percentage of 
release towards the Payment Milestones are as follows:

a. Mobilization advance: 10% of total supply value of Materials (Fibre 
& accessories + Network IT/Non-IT) against submission of Bank 
Guarantee of equivalent amount valid till 60 days beyond 
implementation period.

b. Supply and Delivery of 100 % material (fibre & Accessories +
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Network IT/Non-IT) for the entire milestone: 40% of material delivery 
cost.

c. Installation, Testing & Commissioning of (fibre & accessories + 
Network IT/Non-IT) for the entire milestone: 70% of installation cost + 
20% of material delivery cost.

d. Integration with NOC of all equipment and Go-Live of services at the 
end institutions (remaining Capital Expenditure (CAPEX) of Package A 
of the respective milestone): 20% of installation cost + 20% of material 
delivery cost.

e. Complete Project Go-Live in the State (100% sites): Remaining 10% of 
CAPEX of Package A & Package B.

6) As per the prevailing terms and conditions, payment milestones are 
achievable only when the work is completed in the entire district. But it 
is noticed that, there are delays in obtaining Right of Way (RoW) 
permissions within the stipulated time from various public authorities 
leading to situations where even if the System Integrator completes all 
other works in a district, except a small portion/portions due to RoW 
problem, the System Integrator cannot claim the payment milestones. 
This is reported by System Integrator to create locking their working 
capital and accordingly, the request has been submitted by M/s BEL to 
amend the payment milestones from "District wise milestones" to 
"Point of Presence (PoP) wise milestones", as delay in getting Right of 
Way permissions has become a hindrance for faster completion of the 
project. This necessitates an amendment in the relevant clause of the 
agreement between KSITIL and M/s BEL for effecting the revision of 
the payment milestones and as such, the Managing Director, KSITIL
vide letter read as 4 th and 5th paper above, has requested to amend the 
payment milestones in the agreement entered into between KSITIL 
and M/s BEL.

7) Government have examined the matter in detail and are pleased to 
give approval for amending the payment milestones of KFON project 
in the agreement executed between KSITIL and M/s BEL, in such a 
way that payment can be effected PoP wise up to 70% of the total 
billed amount and the remaining 30% has to be paid only after the
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completion of the entire milestones in the district, as per RFP.

8) Government are also pleased to approve the revised payment 
milestones of Package A - KFON as follows:

Im plem entation Period
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o f all
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9) Likewise, KSEBL shall incorporate the same amendment for the 
payment milestones with respect to Package B.
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10) The agreement between Kerala State IT Infrastructure Limited and 
M/s Bharath Electronics Limited shall be amended with the mutual 
consent of the parties, effecting the revised payment milestones as 
mentioned above.

(By order of the Governor) 
Bishwanath Sinha 

Principal Secretary

To:
The Additional Chief Secretary, Finance Department 
The Secretary, Law Department
The Managing Director, Kerala State IT Infrastructure Limited, 1st 
floor, Sankethika, PF Road, Vrindavan Gardens, Pattom, 
Thiruvananthapuram
The Chairman and Managing Director, Kerala State Electricity Board, 
Pattom, Thiruvananthapuram
M/s Kerala Fibre Optic Network Ltd, 1st floor, Sankethika, PF Road,
Vrindavan Gardens, Pattom, Thiruvananthapuram
The Chief Executive Officer, KIIFB, 2nd Floor, Felicity Square, MG
Road, Statue, Thiruvananthapuram - 695001
The Director, Kerala State IT Mission, Thiruvananthapuram
M/s Bharat Electronics Limited (Through the Managing Director,
KSITIL)
Power Department 
Finance Department
Law Department
Principal Accountant General(G&SSA),Kerala, Thiruvananthapuram 
Principal Accountant General(A&E),Kerala, Thiruvananthapuram 
General Administration (SC) Department (vide item No:355 dated 
03.11.2021 of the Council of Ministers)

Jfiformation Officer (Web & New Media), I&PRD 
Stock File / Office copy
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Forwarded/By order 
Signed by Manesh Mohan
Date: 06-1 1-2021 11:24:51
Reason: Approved

Section Officer
Copy to:
The Private Secretary to Hon'ble Chief Minister 
The Special Secretary to the Chief Secretary 
PS to Principal Secretary (E & IT) Department 
CA to Joint Secretary (E & IT) Department 
CA to Deputy Secretary (E&IT) Department
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Note for the C ouncil of M inisters

This note seeks approval of the Council of Ministers for 

amendment in the payment milestones in the agreement between 

Kerala State IT Infrastructure Limited (KSITIL) and M/s Bharath 

Electronics Limited (M/s BEL) for the implementation of Kerala 

Fibre Optic Network (K-FON) project.

2) The Kerala Fibre Optic Network (K-FON) project aims to 

connect 30,000 Government offices and educational institutions in 

the State with high speed and bulk data internet access and 

simultaneously to provide free and high-speed internet 

connectivity to about 20 lakh economically backward families. In 

addition, the project envisages to provide for internet services in 

general at a lesser rate.

3) Government vide G.O(Ms)No.lO/2017/ITD dated 18/05/2017 

accorded Administrative Sanction for the implementation of KFON 

project at an estimated cost of Rs. 1028.20 Crores excluding taxes 

designating KSITIL as the implementing agency. At a later date 

the project cost was revised for the total cost of Rs. 1548.08 

Crores + applicable taxes vide G.O(Ms)No.27/2019/ITD dated 

11.11.2019.

4) As per G.O(Ms)No.lO/2018/ITD dated 10.05.2018, 

Government approved the formation of a Joint Venture Company 

(SPV), KFON Limited for the implementation of the project in the 

share holding pattern of 49:49:2 to KSITIL, Kerala State Electricity



Board Limited (KSEBL) and Government of Kerala.

5) KSITIL invited bids from qualified agencies for the 

implementation of KFON (package A) and Reliable 

Communication & Data Acquisition Network (Package B) through 

the e-procurement platform of Government of Kerala. Package A is 

exclusively for KFON project and funded by KIIFB. Package B is 

funded by KSEBL. Out of the three valid qualified bids ascertained 

after technical evaluation, Consortium of M/s Bharat Electronics 

Ltd (BEL) emerged as the LI.

6) As per G.O(Ms)No.l4/2019/ITD dated 15/07/2019, 

Government approved the selection of Consortium of M/s Bharat 

Electronics Limited (BEL), as the executing agency and the System 

Integrator of KFON project. An agreement has been executed 

between KSITIL and M/s BEL for the project. As per the agreement 

between BEL and KSITIL, the payment milestones of KFON project 

is district wise and the percentage of release towards the Payment 

Milestones are as follows:

a. Mobilization advance: 10% of total supply value of 

Materials (Fibre & accessories-!- Network IT/Non-IT) against 

submission of BG of equivalent amount valid till 60 days 

beyond implementation period.

b. Supply and Delivery of 100 % material (fibre & 

Accessories + Network IT/Non-IT) for the entire milestone: 

40% of material delivery cost.

c. Installation, Testing & Commissioning of (fibre & 

accessories + Network IT/Non-IT) for the entire milestone:



70% of installation cost + 20% of material delivery cost.

d. Integration with NOC of all equipment and Go-Live of 

services at the end institutions (remaining Capital 

Expenditure (CAPEX) of Package A of the respective 

milestone): 20% of installation cost + 20% of material 

delivery cost.

e. Complete Project Go-Live in the State (100% sites): 

Remaining 10% of CAPEX of Package A & Package B.

7) As per the prevailing terms and conditions, payment milestones are 

achievable only when the work is completed in the entire district. But it 

is noticed that there are delays in obtaining Right of Way (RoW) 

permissions within stipulated time from various public authorities 

leading to situations where even if the System Integrator completes all 

other works in a district except a small portion/portions due to RoW 

problem, the System Integrator cannot claim the payment milestones. 

This is reported by System Integrator to create locking their working 

capital. And accordingly, the request has been submitted by M/s BEL to 

amend the payment milestone from "District wise milestones” to "Point 

of Presence (PoP) wise milestones" as delay in getting Right of Way 

permissions has become hindrance for faster completion of project. 

This necessitates an amendment in the relevant clause of the 

agreement between KSITIL and M/s BEL for effecting the revision of 

the payment milestones.

8) In the interest of faster implementation of the project, it is proposed 

to amend the payment milestones specifying that PoP wise payment 

would be released to the executing agency up to 70% on completion of



all the agreed works in a PoP, and the remaining 30% would be paid 

for after completion of entire agreed works in the district as per RFP. 

The revised payment milestone of Package A-KFON shall be as follows:
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The same payment terms would be adopted for package B as well 

which is suo moto applicable.

9) The Hon'ble Chief Minister while considering the proposal ordered to 

get the remarks of Finance and Law Departments. Accordingly, a 

meeting of Secretaries of Finance, Law and IT Departments was 

convened on 23.09.2021. In the meeting, it was unanimously agreed to 

approve PoP wise payment up to 70% and the remaining 30% to be 

paid for after the completion of entire district milestone as per RFP. In 

the meeting, the Joint Secretary, Law Department opined to amend the 

agreement with mutual consent of the parties to incorporate the above.

10) When the file was forwarded to Law Department, that Department 
remarked as follows:

“Approved. Carryout the submission of the Joint Secretary who 
participated in the meeting in the minutes. ”

11) When the file along with draft notes for Council of Ministers was 
circulated to Finance Department, the following comment was 
recorded:

“Agreed”

12) When the file was circulated, the Hon'ble Chief Minister ordered to 

place the matter before the Council of Ministers for consideration and 

approval.



Points for Decision

1(a) Whether the payment milestones of KFON project can be amended 

to give effect for PoP wise payment up to 70% of the total billed 

amount and the remaining 30% to be paid for after the completion of 

the entire milestone in the district as per RFP;

1(b) Whether the revised payment milestones as shown in para 8 

above can be approved;

1(c) Whether KSEBL be directed to incorporate the same amendment 

for payment in respect of Package B;

2) Whether the agreement between Kerala State IT Infrastructure 

Limited and M/s Bharath Electronics Limited may be amended with 

mutual consent of the parties effecting the revised payment milestones 

as mentioned above?


