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MIDC issues notices to company for not building SEZ
TNN | Feb 13, 2015, 06.14AM IST

NASHIK: Nearly eight years, 2,500 acres of prime land and sops worth nearly Rs 300
crore. That's what Indiabulls got for its Special Economic Zone (SEZ) in Sinnar in Nashik.
But since the SEZ was approved in 2007, it has generated zero investments. Now, the
state has issued two notices to the company, warning it could take back the land. 

"There has been no development at all in the processing area of the SEZ. We have
served two notices asking why the land we acquired for the project, should not be taken
back," said Bhushan Gagrani, CEO of Maharashtra Industrial Development Corporation
(MIDC) which served the notices. 

While SEZs across India are struggling to take off because of an unfriendly tax regime,
Indiabulls received sops worth around Rs 300 crore in the form of customs and excise
duty waivers on equipment to set up a power plant in the non-processing area of the
SEZ. The idea was that the plant would mainly supply power to manufacturing units
within the processing area of the zone and sell surplus power outside. However, while
the firm availed of the waivers to set up a portion of the power plant, it has not
generated any investment in the SEZ. 
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Questions are now being raised within official circles about whether the company unduly
profited from the Rs 300 crore waiver without delivering on the SEZ. And whether it is
resisting scrapping the project to avoid refunding the duty benefits. "Many SEZs have
applied for denotification but Indiabulls continues to sit on the land without generating
any investment. If the zone is denotified, it will have to return the waivers," said a
senior state official. 

The SEZ was set up as a joint venture between Indiabulls and MIDC, called Indiabulls
Industrial Infrastructure Ltd. The MIDC acquired land for the project, which Indiabulls paid
for, but the company was responsible for developing the multi-product SEZ. The
company later got approval for a power plant in the non-processing area of the zone.
Since the plant was located within an SEZ, it received a customs and excise duty
waiver. 

In 2014, the Indiabulls empire split. Its real estate wing separated from the power
company, now called Rattan India. So far, one 270 MW unit of the power plant has been
commissioned and one more is in the pipeline. 

Rattan India has denied charges of taking undue advantage of the duty waivers. "It is
wrong to say the company gained undue advantage. There is a policy dispensation
which was enacted for such situations. If excess power from the plant is sold outside
the SEZ in the domestic tariff area, then the company has to pay a levy to the
government. This is in lieu of the benefits which had been gained," said MD of Rattan
India Jayant Kawale. The plant has not yet started generating power. 
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The Indiabulls Group said the MIDC's notices were "unfortunate". In a statement, it
pointed out that SEZs across the country have been unable to take off because of the
economic slowdown and the imposition of taxes like the Minimum Alternate Tax and
Dividend Distribution Tax. 

The group also said its plans for developing the processing area of the SEZ were stuck
for want of environmental clearances. 

"We applied to the Union Environment Ministry in 2008 and submitted our Environment
Impact Assessment Report in 2010. The ministry has been insisting on a public hearing
even though its notification in 2006 exempts projects in a notified industrial area from
public hearings," the Indiabulls Group's statement said. The hearing was completed in
August 2014 and the company is waiting for a green clearance. 

State government officials however point out that ultimately, Nashik has suffered as a
result of the delayed project. "The land was allotted to the company for the
development of an SEZ but it has not been used or denotified. As a result, an
opportunity for the industrial development of Nashik district has been lost," said state
industries secretary Apurva Chandra. 
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