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DISCLAIMER

The information in this Report has been prepared based on information collected from secondary
sources. Wherevenformation was not readily available, reasonable assumptions have been made,

in good faith to draw meaningful inferences and these have been mentioned in the respective
sections of the report. All such assumptions are subject to further corroboratiod basevailability

of information. The information and analysis presented in this Report is not and does not purport to
be comprehensive or to have been independently verified. This report has been prepared by Feedback
Infrastructure Private Limited for itdient, Infrastructure Development Department (IDD) for its use

for furthering the project. No external agency shall use any part of this report without the prior
permission from IDD.

The information contained in this Report is selective and is subjegidating, expansion, revision
and amendment. It does not, and does not purport to, contain all the information that may be
required.

This Report includes certain statements, estimates, projections and forecasts. Such statements,
estimates, projections, tgets and forecasts are based on reasonable assumptions made by the
management, officer and employees of Feedback Infrastructure Private Limited. Assumptions and the
base information on which they are made may or may not prove to be correct. No reprigentat
warranty is given as to the reasonableness of forecasts or the assumptions on which they may be
based and nothing in this Report is, or should be relied on as, a promise, representation or warranty.
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CHAPTER
YENYEFGFELF A& GKS O2dzy iNBEQ&E TFTAFTGK Y2ad L2 Lz | NJ

institutes in hotel management and catering technology in the country, the State has a large pool of
skilled uman resources. The Sector is attracting significant investment by domestic and global
players as infrastructure is being ramped up to meet the needs of the growing tourist activity.
Through the Karnataka Tourism policy 2a0B the state government sets \dsion to promote
G2dzNRAY Fa YEFENYFGFETlFQa LINAYOALIE | yR-géenertt@Sad SO
and engine of growth, by being among the top two tourism destinations in India by12016

In this context, M/s Feedback Infrastructure\&es Private Limited, New Delhi has been engaged by

the Infrastructure Development Department, Government of Karnataka for providing Consultancy

{ SNPDAOSa F2NJ aLyadAddziazylrt {dNBy3adkKSyay3a s {S
¢2dzNRaY {SOG2NE

The PPP concept is relatively new and the implementing officers require necessary insight, orientation
and assistance into the project development for effective marketing and implementation of the
projects. Hence, the basic aim of the assignment isrémgthen the project development process in

the Tourism Department for implementing Tourism Infrastructure Projects through Public Private
Partnership (PPP).

The Present deliverable has begamepared as a Preliminary Feasibility Study with an objective to

provide an insight of financial viability of the envisaged proeé 5 S@Sft 2 LIJYSy 4 2F 2 St
wS2dz@Sy A2y [/ SYGSNER G @FNA2dza 20FGA2ya Ay VYl
report also presents various project structuring options, liapple laws & acts with legal and

regulatory framework which shall be considered while implementing the project through PPP. The
report concludes with recommendations on the project structure and concession period considering

the financial viability andature of the project.

Results of financial analysis show that Post Eguity IRRof the project is coming out to be 22%,

which is higher than the target of 20%, which is IRR that investors will most likely seek from such an
investment. And @nsidering a discount rate of 20%, the NPV of equity cash flows, which symbolizes

0KS adzN1lJ dza 3ISYSNI GSR o0& GKS LINRP2SO0GI GKAES Aya
be INR 178.3 Lakh. This indicates that the project has potential toagen®&R 178.3 Lakh in NPV

terms, which is the indicative amount that DoT may receive from the private developer.

PRELIMINARFEASIBILITSTUDY 8
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CHAPTER

2

Karnataka State possesses various attractive spots of natural beautyidndulturd heritage.

There is an arragf ancient sculpture site of heritage value, breathtaking landscape, exotic wildlife,
temple towns, Heritage sites, Temples, Forts, Sandalwood Forests, Coffee plantation, Water Falls,
Wildlife, Western Ghats, HiGtations.In this background, there are ample opportunities for tourism

in Karnataka having traditional tourist spots, temples with good sculptural glory, religious places,
seashores with spectacular beauty Malnad area and good climatic conditioriee year 2010,
Karnataka rangd fifth among States as a tourist destinatioith around 3.8lakh international and

over 3B2 lakh domestic tourists visiting the Stat€he State has the secohighest number of
protected monuments in the country (507 centyaland 750 additional protected by the State
Governments) to nature and wildlitethere is much to draw the tourist to Karnataka.

YENYFGE A aifthinio8 poPuadagiinidt BeQtimation. With the largest number of
institutes in hotel managemerdnd catering technology in the country, the State has a large pool of

skilled human resources. The Sector is attracting significant investment by domestic and global
players as infrastructure is being ramped up to meet the needs of the growing tourigttyacti

Through the Karnatakdourism policy2009-14, the state government setsa visionto promote
tourismasY lF Ny I G 1 Qa LINAYOALIt | yR I NBHSG&-§eneatorrzy2 YA O
and engine of growth, by being among the top two tourismtihedions in India by 20147.

In this context, M/s Feedback Infrastructure Services Private Limited, New Delhi hasrigsaged

by the Infrastructure Development Department, Government of Karnataka for providing Consultancy
{ SNIBA OSa T2 Niengtheying (&AJednii Speaific invertoty for PPP Mainstreaming in
¢C2dzNRAY {SOUG2NE O

The PPP concept is relatively new and the implementing officers require necessary insight,
orientation and assistance into the project development for effective marketimbiplementation

of the projects.Hence, he basic aim of theassignmentis to strengthen the project development
process in theTourism Department for implementing Tourism Infrastructure Projects through
Public Private Partnership (PPP)

In Karnataka 105 PPP projects worth Rs. 80,000 crores are at various stages of development and
implementation. In addition to the above projects in pipe line, 30-f@a&sibility studies have been
undertaken and nearly 30 are being planned asaat @f this assignmenbut of which 5pre-
feasibility studieshall be of the projects pertaining to the tourisector. To develop these projects

it requires generatingn inventory of projects undertaking prefeasibility studies, identification of
Transction Advisor (TA) for projects to be taken for bidding. Furthetdleism department would

require handholding during the project development process in areas of information generation /

PRELIMINARFEASIBILITSTUDY 9
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sharing, monitoring of projects, etc. For mainstreaming PR&unsm sector / departmenthere is a

need to build institutional capacity through manning and training. The information on projects that
are generated out of this process need to be initially marketed through workshops before they are
bid-out with the assstance of respective Transaction Advisors.

The main purpose of the consultancy service is to assist the Infrastructure Development
Department, Government of Karnatakaundertakngthe followingactivities

2.3.1 Strategic Objecties
e Providing assistance arganizingan initial workshop in the tourism sector.
¢ Drawing up the Tourism Sector inventory and undertaking fivefgasibility studies.

e Preparation ofProcurement Plan for Selection of Transaction Advisors/ Technical Consultant
for the aboveidentified projects.

¢ Providing assistance in Information collation / updation about the programmes / projects in
necessary websites / MIS

e Providing assistance oreating a PPP cell within the Tourism department to institutionalize
the PPP mainstream.

e /LI OAGe o6dAftRAYI 2F (GKS 5SLINIYSyidQa ttt
appraisal of bid documents and MIS.

e Providing assistance in investor meet the Tourism Sector as sector knowledge partner.

2.3.2 Detailed Scope of Work
The detailed scope is as below:

i) Providing assistance imrganizingan initial workshop in the tourism sectorTo helpin
organiing a workshop in order to understand th®urism sector requirement, learings
from best practices from India and abroad about programmes and projects implemented
successfully through PPP and draw upwism sector inventory of PPP projects that can be
implemented in Kenataka

ii) Drawing up the TourisnBector inventory and undertakig five prefeasibility studies To
undertake five prefeasibility studies and finaliséhe tourism sector inventory. Part-|
Assessment and ranking of 10 possible locations in the state where a particular facility to
meet pwblic need can come up based on economic criteria, financial analysis and their
strategtc importance to the state etd?art I} Detailed Study for three locations based on the
above ranking; locationwill be identified in consultation with théourism depatment and
the IDD.

i) Prepaation of Procurement Plan for Selection of Transaction Advisors/ Technical
Consultant for the aboveadentified projects. To prepare a procurement plan faelection
TA/ tech consultant(iheeded) for projects resulting out of the pfeasibility studies already

PRELIMINARFEASIBILITSTUDY 10
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undertaken earlier or as a part of this assignméhbcurement Plan will include: (DR for
Transaction Advisor/ Technical Consultantiuding tisk, Deliverableand Timeline; (b)
Experience required for firm and experts for Transaction Advisor/ Technical Cons(djant;
Evaluation Matrix (This will be moderated by theurismDepartment/ IDD to remove any
bias) To train the department personnel to select TA/ technical consultéor other
projects.

iv) Providing assistance in Information collation / updation about the programmes / projects
in necessary websites / MISTo collate and provide programme / project related
information in thewebsites of TourisnDepartment / IDD / ProjecReview Unit (PRU) and
train the department personnel on the same.

v) Providing assistance in creating a PPP cell within the Tourism department to
institutionalize the PPP mainstreanifoassist tle Tourism Departmenin creation of a PPP
cell by providing necessary assistance for administrative approval like draft Government
Order / Cabinet NoteTotrain the personnel in the cell to undertake project monitoring by
functioning also as a Project Monitoring Unit.

vi) Capadi @ o0dzAf RAy3 2F (GKS 5SLINIYSyidQa ttt OSft ¢
appraisal of bid documents and MiSo provide assistance in training PPP cell personnel in
areas of appraisal of studies, projects and appraisal of bid documents byausiiteple tools
(DEA Toolkits) or developing newer todis.provide handson training to PPP cell personnel
and to identify 30 to 50 personnelvithin the department / sector / underlying agencies
covering various functional areas like engineering, fieargommerce & legal under DEA
Program.

vii) Providing assistance in investor meet for the Tourism Sector as sector knowledge partner
Todraw up thetourism sector investment potential in the State amad assist theTourism
Department & State asknowledge parter (to prepare brochure and presentation with
project profile) in undertaking Investor Meet where the potential projeatsll be show
cased.

This report has been prepared asPaeliminary Feasibilittudywith an objective toprovide an
insight of financial viability of the envisaggumoject The report also presents varioyzoject
structuring options, applicable laws & actsvith legal and regulatory framework which shall be
considered while implementing the project through APPThe report concludes with
recommendations on the project structure awdncession period considerirtige financial viability
andnature of the project.

PRELIMINARFEASIBILITSTUDY 11
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Saalley APPROACH AND METHODOLOGY FOF

PRESENTDELIVERABLE

Astage wise approach for the subject assignmaititbe adopted. Theapproach will include:
e Research supported with quantitative and qualitative analysis
e Collection of data from authentic sources
e Cross checking of dabefore using for analysis
¢ Validation of the outputs at appropriate levels in the organization
e Validation of viability with the market players
¢ Inputs on the attractiveness of the proposed PPP structure

¢ Continuous feedbacind inputsfrom the client etc.

The above mentioned approach and the following methodology will be adopted to undertake the
study. The activitieso be performedcan be clubbed in following three major parts:

Project Preparation and  [Kaaasiaiilt )

Conceptualization windustry Overview
wMarket Assessment

wDemand Estimation

wReview of relevant Acts, Laws and Legislations

wSite Analysis

wDerivationof ProductMix and Project Conceptualization )

J

Preliminary Financial wFinancial Viability Assessment
Viability and Impact o0 BlockCostEstimates
Assessment o0 OperatingExpense&orecast

0 RevenueProjections

o Financial Analysis using indicators like NPV, DSBRR

o Risk Assessment and Sensitiityalysis
ARankingand prioritization of ProjecBites based on the Financial Viability
AEnvironmentak Socialmpact Assessment /

wSuitability for implementation under PPP framework \
LelEeEilen S el SO0 () Recommendationsn Suitable Projectructure

0 Broad Contours of the project StructugePPP Model to be followed

0 Obligations of theConcessioning\uthority

0 Obligations of the Concessionaire

o Concession Period

o0 Payment Option (Upfront/Recurring Payments to the Authority) )

PRELIMINARFEASIBILITSTUDY 12
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Following section describes the activities ardearch methods which will be used to undertake the
assignment

3.2.1 Project Preparation and Conceptualization

e Sector Profile and Industry Overview Sector Profile will detail out the overview of the
sector, key issues, need of project efks a part of secoraty research, documents like
Karnataka Tourism Master Plan, Karnataka Tourism Policy, Vision Plans, Previous Reports in
the tourism sector, etc will be review and analysed to understand the regional profile and
get an overview of the tourism industry. Tleensultationswith variousstakeholdes will
also be used to get a firsthand experience of various development issues pertaining to t
sector.

e Market Assessmentand Demand Estimation In order to know the marketability of the
project, analysis of demarglipply scenario of project components in areas of influence, will
be conducted. Various demarmipply parameters influencing the marketability of the
tourism infrastructure projec{e.g. typology, absorption, pricing trends) will be studied and
analyzed. Reliminary benchmarking analysis will be conducted to understand positioning of
the tentative product mix. A mix afecondaryand primary survey techniques will be used,
which include discussion with various players in market like developers, investors etc

e Review ofrelevant Acts, Laws andelgslations Review of existing development bye Laws
and regulations will be undertaken. The development control rules, zoning rules and other
relevant laws and rules will be reviewed in the context of subject development.

e Study ofidentified Sites and SWOT AnalysiBheidentified sites will be studied in order to
understand its suitability potential for the kind of development, which is envisaged. Various
FIL OG2NR Ay Tt dzSy OA yactessibiitglinkades) ghysical feaduies gecanbrhid € A 1
activities aml developments in proximity, proximity to important commercial, transportation
and residential hubs etc will be analysed. Strengths, Weaknesses, Opportunities, Threats
(SWOT) analysis will be conduct&timary and secondary research tools like interviews,
reconnaissance survey, study and analysis of available media and research reports, will be
used at this stage.

¢ Derivationof Product Mix andProject ConceptualizationBased on sector profile and need
of the development, projects will be conceptualisaad its broad contours will be identified.
Broad contours will include the project components, area requirements, investment
requirements etc. Case studies of similar project executed elsewhere will be conducted to
understand its various technical, legadd financial aspect®ased on demand assessment, a

PRELIMINARFEASIBILITSTUDY 13
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3.2.2

3.2.3

product mix will be derived. Product mix will identify activitiesbecarried out and broad
guidelines for location in the site and areas required.

Preliminary FinanciaViability and ImpactAssessment

Financial Viability AssessmentBased on the data collection, analysis and discussions with
stakeholders concerned a financial model would be prepared. Suitable assumptions
regarding the cost, revenue sources and expenses would be made. Aipagjinfinancial
feasibility would be undertaken to assess the development potential of the site. The
financial feasibility analysis would consist of

o Cost Estimation (Capital as well as recurring ExpensBEs® cost of implementinghe
above conceptualize project would be derivedOperating expenses will be estimated
based on the proposed usage pattern and base cost for the operating various project
components like electricity, water, housekeeping, landscaping, security etc. The base
cost for O&M will bearrived at after analyzingxpenditure pattern for the similar
projects which are already operationahn appropriate percentage will be applied for
the projection of cost in upcoming years.

o Identification of various Revenue Streams and Revenue Projectiof®evenue
projections will be done based on proposed occupancy pattern and base price/user
charges for the proposed activities. The base price for activities will be determined after
benchmarking analysis with other facilities which are similar in corsdtgun. An
appropriate percentage will be applied for the projection of revenue in upcoming years.

o0 FinanciaViability AssessmentFinancial analysis will be undertaken to understand the
LIN22SO00Qa LRGSYdGAlrf G2 23Sy SNIitiaSconmimezgiad A OA Sy i
venture. Various financial indicators like Net Present Value (NIR¥rnal Rate of
Return (IRR)Debt Service Coverage Raf@SCR)Value for Money(VFM) etc will be
FyFrtelT SR G2 SaidAYLEGS GKS LINR2SOGQa GAlFoAf Al

0 Scenario generatioand Sensitivity AnalysisThe analysis of various risks like decrease
in footfalls, competition faced from the existing similar facilities etc will be analyses and
factoredin the financial analysis.

0 Recommendations on the best option based on commeviédility.

Environmental & Social ImpactAssessment A preliminary assessment will be done to
understand environment & social impacts of the project and respectively mitigation
measures will be identified to address the key issues.

Implementation Framewak

Suitability for implementation under PPP frameworK he project to be undertaken under
PPP should have sufficient profit generating potential, in order to attract the private bidders.
If there is any viability gap, that would be filled with the govergime Q& 3I NI Yy 2 NJ &2 Y

PRELIMINARFEASIBILITSTUDY 14
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alternate sources. Based on financial analysis results, it will be analyzed whether the project
is suitable to be undertaken under PPP framework or not.

e Recommendations on Suitable Project StructuiBased on project financials and impact
assessment an implementation strategy will be worked out arsditable structure of PPP
transaction will be finalized at this stag@arious options for structuring the transaction
having varying possibilities of kis and liabilities for both the parties of transactiaill be
suggestedThefollowing broad modalities will also be suggested:

(0]

(0]

Broad Contours of the project StructucePPP Model to be followed
Obligations of the Concessioning Authority

Obligations othe Concessionaire

Concession Periodduration of PPP contract

Payment Option (Upfront/Recurring Payments to the Authority)

PRELIMINARFEASIBILITSTUDY 15
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CHAPTER

A

41.1 General Overview

K A R

\
. Satara
f
|

M‘A\HARASHTRA

Srisaitam
.

oA
Kurgool

/(‘____/" \_\ Ahobi
A/N DHRA —°*
PRADESH

| Krishnagiri

___ TAMIL NADU

Figure4.1: Karnataka- Physical Map

TOURISMSECTORPROFILE

Karnataka is a state in
South  West India
located in the wetern

half of the Deccan
plateau. Karnataka is
bordered by the
Arabian Sea to the west,
Goa to the northwest,
Maharashta to the

north, Andhra Pradesh
to the east, Tamil Nadu
to the southeast, and

Kerala to the
southwest. The state
covers an area of

1,91,976 sckm. (74,122

sg.mile) or 5.83% of the
total geographical area
of India. It is the eighth
largest Indian state by
area. With over 61
million inhabitants

(2011), Karnataka is the
ninth largest state by
population, comprising
30 districts.

Physiograpically, the
state forms a part of
two well defined macro
regions of Indian Union;
the Deccan Plateau and
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the Coastal plaingnd Islands. The State has four physiographic regions viz. Northern Karnataka
Plateau, Central Karnataka Plateau, Southern Karnataka Plateau and Karnataka Coastal Region.

Karnatakas well connected by a wide network of air, rail and road with importagtishations of
the country as well as of the globe. Bangalore being the capital of the state is well connected by air,
rail and road.

¢ By Air:The state has 6 airports located in Bangalore, Mangalore, Hampi, Hubli, Mysore, Belgaum
and Bijapur. The Mysore rpbrt is not operational at the moment. Bangalore has an
international airport that operates flights to important destinations across the globe.

e By Rail:Karnataka has a well maintained network of rails connecting important destinations of
the state. Bangare is the most important railhead, served with express and stgs&rtrains
to/from different parts of the country.

¢ By RoadThe excellent road network of the state offers a comfortable and hassle free journey to
the visitors by bus or caMajor citiesand tourist destinations of South India can be approached
by road from Bangalore.

4.1.2 Economic Overview

The state offers a wide range of fiscal and policy incentives for businesses under the New Industrial
Policy, 200914. Additionally, the state has wellafted sectorspecific policies for biotechnology, IT,
Business Process Outsourcing (BPO) and textiles.

The state has wetleveloped social, physical and industrial infrastructure and virtual connectivity;
has good supply and distribution of power, severpaits and substantial port infrastructure (one
major and ten minor ports).

Karnataka has emerged as a key state with knowldsixgeed industry such as IT, biotechnology and
engineering. The state also leads in electronics, computer software and biotegyretports, with
US$ 19.13 billion for 20080. It is the science capital of India with more than 100 Research and
Development (R&D) centres, and a preferred destination for multinational corporations with more
than 650 such companies.

Following are somekey snapshots of the | ‘ x ‘

|
economic indicators for the state: ol _ 70.8]

GSDP 2008-08 | I 66.0
e At current prices, the Gross State 2%97% | | 673
Domestic  Product (GSDP)  0f 500607 50.3
Karnataka was about US$ 70.8 billign \ | ‘

in 200910, e | S e
e {GlrG80Qa oSN} 38 (DTt EINEé[’JK{sG'gNJ/GS
0

between 200405 and 200910 was
about 13.9 percent

20 40 60 80

US$ billion

Figure4.2: KarnatakaGSDP, 2062010
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The Net State Domestic Product (NSD
of Karnataka was about US$ 62.5 bhillig
in 200910.

The average NSDP growth rate betwee
200405 and 200910 was 13.684

==DBACKK INFRA
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| |
gy I -
008-09 585
l |
2007-08 602
2N [ |
2006-07 449
|
2005-06 393 CAGR
| / 136%
2004-05 32.9| ‘
[
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US$ billion
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Per Capita GSDP

Per Capita NSDP

¢KS adlrisSQa LISN3I0

was US$ 1,209.4.
The per capita GSDP increased at
CAGR (Compound Annual Growth Ra

of 12.5 per cent between 20045 and
200910.

Figure4.3: KarnatakaNSDP, 2002010
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Figure4.4: KarnatakaPer Capita GSDP, 20040
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was US$ 1,068.8.
The per capita NSDP increased at

CAGR of 12.4 per cent between 261E}
and 200910.
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Figure4.5: KarnatakaPer Capita NSDP, 2004
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Percentaye Distribution of GSDP

¢ In 200910, the tertiary
sector contributed 54.1
LISNJ OSyia G2
GSDP at current prices,
followed by secondary
sector (28.1 % and

tertiary sector (17.84).

At a CAGR of 16%, the
tertiary sector has been
the fastest growing
among the three sectors
from 200405 to 200910.

M Primary Sector

2004-05

CAGR

16.3%

2009-10

M Secondary Sector Tertiary Sector

= s s RA
Source. CMI

The growth has been
driven by trade, hotels,

Figure4.6: Kamataka Percentage Distribution of GSDP, 2008

and 20092010

real estate, finance, insuraagctransport, communications and other services.

by manufacturing, construction and electricity, gas and water supply.

4.1.3 Tourism Sector Overview

Karnataka with its great Heritage anGultural

Background has vast potential for the sustainak
development of tourism industry.  State
D2JSNYYSyid KIFa RSOt NB
since 1988. The Department has brought out
series of Tourism Policies with theagkage of
incentives, concgsions and subsidies fo
development of Tourist Infrastructure in the Stat
through the private investment. Tourism has bee
given priority and it is instrumental for Soeic
Economic growth of the State as well as providi
lot of employment opportunities dr both skilled

and unskilled man power. The tostiflow in to the

State hasbeen increasing steadily in the las
decade.

In view of integrated development of tourism, the
State government has announced new touris
policy for 200914. In the overall perid of this

policy (5 years), it is estimated that Rs.25,000 crc
of private investment will be invested in the

The primary sector grew at a CAGR of 22ltween 200405 and 200910.

KARNATAKA TOURISM POLICY-2809

Mission
Exponentially enhance and tap the touris
potential of Karnataka; coordinate to delive
a leisure experience that is engaging a
gives value for money to theurists. This is
to be ensured in an effective, efficient ar
outcomebased manner.

Vision
al 1S {(G2dz2NRAY YI Nyl
largest economic activity, as an employe
revenuegenerator and engine of growth, b
being among the top two tourisn
desthnations in India by 20167.

Values
¢tKS @l tdzSa 2F at dzy
YENYFGF1FQa Odz G dzNB
ensure hospitality services to foreign at
domestic touristshA @S ®3  at NB Y
YS LI ¢ @
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tourism sector. And in the same period 29 to 41 lakhs of employment opportunity will be generated.
To minimize the financial burden, the PPP socbéhas also been introduced to attract more number

of mega investors. Revenue realised by the tourism in Karnataka by the three organization viz.,
Directorate of Tourism, Jungle Lodges & Resorts Ltd. and Karnataka Tourism Development
Corporation during thezear 200708 was R$2.77 crore and it was R8.98 crore in the year 2009

10.

YENYFGE A aifthinio8 poPuadagiinidt BeQtimatioh. With the largest number of
institutes in hotel management and catering technology in the country, the State has a large pool of
skilled human resources. The Sector is attracting significant investment by domestic aatl glob
players as infrastructure is being ramped up to meet the needs of the growing tourist activity.

4.2.1 Introduction

Karnataka State possesses various attractive spots of natural beauty and rich |chétitage.

There is an amy of ancient sculpture site of heritage value, breathtaking landscape, exotic wildlife,
temple towns, Heritage sites, Temples, Forts, Sandalwood Forests, Coffee plantation, Water Falls,
Wildlife, Western Ghats, Hill Stations. In this background, thezeaarple opportunities for tourism

in Karnataka having traditional tourist spots, temples with good sculptural glory, religious places,
seashores with spectacular beauty Malnad area and good climatic conditioriee year 2010,
Karnataka rangd fifth among States as a tourist destinatiavith around 3.8lakh international and

over 32 lakh domestic tourists visiting the State. The State has the sdughdst number of
protected monuments in the country (507 centrally and 750 additional protected by thte St
Governments) to nature and wildlitethere is much to draw the tourist to Karnataka.

Significance of Tourism in the State
e The state currently ranks as th

As an industry, Tourism industry has the highest Multipl|
Effect due to its strong linkages with so&oonomic

developmen of the society. The development in tourisn
sector not only directly affects increased revent
generation of the state from the outside visitors (bot
domestic and foreign) but also enhances employment a
income generation at the local levels. Being #&olar

intensive industry, tourism related activities generai
income and employment particularly for women, rure
artisans, educated unemployed and youths. Furthermol
as the development of the tourism sector is basically
integrated one , it also fadifites develpments in other
related sectoréndustries like Power, Water,
Transportation, Agriculture and Allied, Sriadlale sectors
(like Handicraft, Handlooms, Artisan etc), Hotel etc.

5" most popular destination in
the country.

Around 38.2 million domesti
tourists and 3,80,99%oreigners
visited the state during the yea
2010.

The state attracts around 5.19
of the total tourist arrivals to
India.

Total revenue from tourism
increased at a CAGR of 53
between 200806 and 200809
to reach US$ 2095 Million.

63% increase is anticifgd in
foreign exchange earnings fror
US$ 104.1 Million in 2010 to US
169.5 Million in 2020.
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4.2.2 KeyTouristDestinations
Broadly tourist destinationdn Karnatakacan be divided intdhe following categories:

e Heritage Destinations

e Natural and Hill Destinations
¢ Wildlife Destinations
e Coastal Destinations
e Cultural Destinations

e Adventure Destinations

Natime and Wikditte Oluster

Figure4.7: Tourig Clusters in Karnataka ™

PRELIMINARFEASIBILITSTUDY 21



Sector Specific Inventory &nstitutional Strengtheningfor PPP —t V4 R A
Mainstreaming- Tourism Department f--DB,ﬁICI\(\J)NfaPp%

4.2.2.1 Popular Tourist Destinations

CATEGORY PLACES

Heritage Hampi, Badam] Pattadakal Aihole Lakkundj Kittur Chennamma FartChitradurga
Fort, Bijapur Gulbarga Bidar, Mysore Palace Srirangapatna Somnathpur Belur,
HalebeeduBangalore Pala¢&ipu's Fort and PalacBellary FortAdi Chunchnagiri

Natural Coorg Agumbe Kemmangundi Nandi Hills Chikmagalur Jog FallsUnchalli Falls
Magod FallsHebbe FallsShivanasamudra Fall&bbey Fallslruppu Falls Kalhatti
Falls Lalguli Fbs, Sathodi FallsGokak Falls

Wildlife Bandipur National ParlRajiv Gandhi National Pai& R Hills Sancay, Ranganathittu
Bird SanctuaryKokkrebellur PelicanryKaggaladu HeronryBannerghatta Nationa
Park Anshi National ParkDandeli Wildlife Sanctuargsudavi Bird Sanctuaridhadra
Wildlife SanctuaryKudremukh National PariChamarajnagaiDubare Ephant Camp

Coastal Karwar Kurumgad Gokarna Marawanthe St. Mary's IslandMurudeshwar Malpe,
Kaup Mangalore

Cdtural Udupi Dharmasthala Murudeshwara Shravanabelagoja Moodabidri Karkala
Sringerj Shivagangarlalakad

4.2.3 Tourist Circuits

Five circuits have already been identified by the Government of Karnataka to develop tourism
infrastructure and in order to identifpew tourism destinations. Apart from these five circuits, as a
part of their ongoing activities to boost up tourism sector in the state, they are also trying to develop
somemore attractive tourist circuits. However, these are yet to be given a concletpes The five
circuitswhich have been already identified by the state government are as follows:

() Northern Circuit
(i) Southern Circuit
(iii) Coastal Circuit
(iv) Wildlife Circuit
(v) Hill Resort Circuit

4.2.3.1 Northern Circuit

The Northern Circuit consists of Northern Distrioct¥arnataka namely Belgaum, Bijapur, Dharwar,
Bidar,Gulbarga, Raichur, Bellary and Chitradurga. Oncecéiptal of the early Chalukyan dynasty
(6th to 8" centuries), Aihole and Patadakal (Bagalkot District) piciresque villages on the banks
of the Malaprabha riverand are historically famous as the cradle of Hindu tengpthitecture built
between the 6th & 8th centuries and soneven earlier. Badami is known for its reckt cave
temples. Hampi a world heritage centre which is the rui§ the geat capital of Vijayanagar
dynasty is also a part dfie circuit. The Virupaksha Temple, one of the kasiactions, is still being
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http://www.karnatakatourism.org/Badami_sleep.htm
http://www.karnatakatourism.org/Pattadakkal_sleep.htm
http://www.karnatakatourism.org/Aihole_where_stay.htm
http://www.karnatakatourism.org/Lakkundi_sleep.htm
http://www.karnatakatourism.org/Kittur_sleep.htm
http://www.karnatakatourism.org/Chitradurga_sleep.htm
http://www.karnatakatourism.org/Chitradurga_sleep.htm
http://www.karnatakatourism.org/Bijapur_sleep.htm
http://www.karnatakatourism.org/Gulbarga_sleep.htm
http://www.karnatakatourism.org/Bidar_sleep.htm
http://www.karnatakatourism.org/Mysore_palace_sleep.htm
http://www.karnatakatourism.org/Srirangapatna_sleep.htm
http://www.karnatakatourism.org/Somnathpur_sleep.htm
http://www.karnatakatourism.org/Belur_sleep.htm
http://www.karnatakatourism.org/Halebeedu_sleep.htm
http://www.karnatakatourism.org/Bangalore_palace_sleep.htm
http://www.karnatakatourism.org/Tipu_sleep.htm
http://www.karnatakatourism.org/bellary_sleep.htm
http://www.karnatakatourism.org/Adi_sleep.htm
http://www.karnatakatourism.org/Natural_Romantic_coorg_sleep.htm
http://www.karnatakatourism.org/Natural_Romantic_agumbe_sleep.htm
http://www.karnatakatourism.org/Natural_Romantic_kemmangudi_sleep.htm
http://www.karnatakatourism.org/Natural_Romantic_NandiHills_sleep.htm
http://www.karnatakatourism.org/Natural_Romantic_chikmagalur_sleep.htm
http://www.karnatakatourism.org/Natural_Cascading_jogfalls_sleep.htm
http://www.karnatakatourism.org/Natural_Cascading_unchallifalls_sleep.htm
http://www.karnatakatourism.org/Natural_Cascading_magodfalls_sleep.htm
http://www.karnatakatourism.org/Natural_Cascading_Hebbefalls_sleep.htm
http://www.karnatakatourism.org/Natural_Cascading_shivasamudramfalls_sleep.htm
http://www.karnatakatourism.org/Natural_Cascading_AbbeyFalls_sleep.htm
http://www.karnatakatourism.org/Natural_Cascading_iruppufalls_sleep.htm
http://www.karnatakatourism.org/Natural_Cascading_kalhattifalls_sleep.htm
http://www.karnatakatourism.org/Natural_Cascading_kalhattifalls_sleep.htm
http://www.karnatakatourism.org/Natural_Cascading_lalgulifalls_sleep.htm
http://www.karnatakatourism.org/Natural_Cascading_santhodifalls_sleep.htm
http://www.karnatakatourism.org/Natural_Cascading_gokakfalls_sleep.htm
http://www.karnatakatourism.org/Wild_bandhipur_national_park_sleep.htm
http://www.karnatakatourism.org/Wild_rajive_nagar_sleep.htm
http://www.karnatakatourism.org/Wild_br_hills_sleep.htm
http://www.karnatakatourism.org/Wild_rangana_sleep.htm
http://www.karnatakatourism.org/Wild_rangana_sleep.htm
http://www.karnatakatourism.org/Wild_kokk_sleep.htm
http://www.karnatakatourism.org/Wild_kaggaladu_sleep.htm
http://www.karnatakatourism.org/Wild_bannerghatta_sleep.htm
http://www.karnatakatourism.org/Wild_bannerghatta_sleep.htm
http://www.karnatakatourism.org/Wild_anshi_sleep.htm
http://www.karnatakatourism.org/Wild_dandeli_sleep.htm
http://www.karnatakatourism.org/Wild_gudavi_sleep.htm
http://www.karnatakatourism.org/Wild_bhadra_sleep.htm
http://www.karnatakatourism.org/Wild_bhadra_sleep.htm
http://www.karnatakatourism.org/Wild_kudre_sleep.htm
http://www.karnatakatourism.org/Wild_chamrajnagar_sleep.htm
http://www.karnatakatourism.org/Wild_dubare_sleep.htm
http://www.karnatakatourism.org/Coastal_karwar_sleep.htm
http://www.karnatakatourism.org/Coastal_kurumgad_sleep.htm
http://www.karnatakatourism.org/Coastal_gokarna_sleep.htm
http://www.karnatakatourism.org/Coastal_marawanthe_sleep.htm
http://www.karnatakatourism.org/Coastal_mary_sleep.htm
http://www.karnatakatourism.org/Coastal_murudeshwar_sleep.htm
http://www.karnatakatourism.org/Coastal_malpe_sleep.htm
http://www.karnatakatourism.org/Coastal_kaup_sleep.htm
http://www.karnatakatourism.org/Coastal_mangalore_sleep.htm
http://www.karnatakatourism.org/Cultural_devine_uduppi_sleep.htm
http://www.karnatakatourism.org/Cultural_devine_dharmasthala_sleep.htm
http://www.karnatakatourism.org/Cultural_devine_Murudeshwar_sleep.htm
http://www.karnatakatourism.org/Cultural_devine_shravanbelagola_sleep.htm
http://www.karnatakatourism.org/Cultural_devine_Mudabidri_sleep.htm
http://www.karnatakatourism.org/Cultural_devine_karkala_sleep.htm
http://www.karnatakatourism.org/Cultural_devine_sringeri_sleep.htm
http://www.karnatakatourism.org/Cultural_devine_Shivaganga_sleep.htm
http://www.karnatakatourism.org/Cultural_devine_Talakad_sleep.htm
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worshiped. The inverted shadoef the Gopuram (gate) of the temple is an amaztigaction. The
other major attractionsn this ruined cityare: K S { G2y S / KF NA2GX ' AN bl NI 3
[2Gdza al KIfX vdzSSyQa . I Gepleedcf SLIKFyid adlrof Sz GKS

The other destinations of the northern circuit like Bijap&idar, Belgaum and Chitradurga are
mostly historicly important heritage and pilgrim centres. Templééonuments and Forts are the
major tourist attractions ofhis circuit.

4.2.3.2 Southern Circuit

The Southern Circuit consists of Districts of Bangalore, Mysore, Mandya, Hassan, Kolar, Shimoga,
Chikmagalurand Tumkur. The southern circuit includes Bangalore, the capital of Karnataka.
Bangalore ranks as one tife fastest growing cities iAsia and is also known &&arden City of
LYRAINKzOEL GG Od akadvg &8Bhe Kity oPalficgés?and the politicalapital of the
Wodeyar dynasty. Mysore City alspossesses a number gfardens, shady avenues and sacred
temples. Carnatic Classical muaid dance is also a prominent aspect of the city. The other major
destinations of the circuit include Srirangapatn&igh was once thecapital of the warrior king

Hyder Ali and his son Tipu Sultan. There are beautiful monuntbatsare well worth a visit.
Bandipur national Park which is one of the most beautiful wideckigters in the country also is an
attraction besdesRanganathittu bird sanctuary housing exotic birds.

The other major places of tourist attraction are Musical foun@iiBrindavan Garden, Mandya, the
architectural and pilgrimcentres of Belur, Halebid, Shravanabelagola, Jog falShohoga, the
Coffee estate and pilgrim centres of Chikmagadte.

4.2.3.3 Coastal Circuit

The coastal circuit consists of the coastal districts of Uttar Kanriddapiand Dakshin Kannada.

Uttar Kannadas consideredo be the eceli 2 dzNAX 2 1 Qa LJ NI RA &S Jodauty. ItsLJ | OS
wide variety includes Beaches, Wild life sanctuaries, Scenic views, Adventure sports, Rock climbing
andalso religious shrine®akshin Kannadia sirroundedby the soaring Western Ghats aAdabian

Sea, the district is blessed withlush greenvegetation, abundant rain fallbeautiful beaches,
picturesque mountain rangegemples and many more. The place is &sown for its Buffalo racing

by the farmers.The major attractions in and around the DaksKiannada are Kollur the home of
GoddessMookambika, Dharmasthala, Kukigibramanya, Jamalabad, Karkala, Moodabldadupi

and many beautiful beaches.

4.2.3.4 Wild Life Circuit

The wild life circuit consists of Wild Life Sanctuaries, National Parks and Bird Sancibariesre 5
National Parks, arouh22 Sanctuaries and around 3 Jungle Lodges and C&apgipur National
Park nesting in the foothills of the Nilgiris, Kabgiiuated amidst the Kharapuforest, Kabini is the
pristine pieces of land that abound with nature. Ranganathittu Bird Sanctlyrsore is a paradise
for wildlife enthusiasts. Crocodiles basking under the sun, otters running fieeks of birds
gathered on tiny islands are some rare sights of the place. Biods Siberia, Australia and even
North America can be spotted here.rBe of therare birds like Bill Stork, The White Ibis, Egret,
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Heron, Partridge or even th€ormorant can be spotted. The Nagarahole National Park, situated in
the picturesque districts of Kodagu and Mysore in southern Karnataka has lush \grgetation,
swamps and numerous water resources, rendering it an ideal hafitad wide variety of wildlife

and is wonderful attraction.

The other wildlife attractions of Karnataka includes Bandipur National Park, Bheemeshwari, Bhadra,
B.R. Hills (Biligiri Hills), Do, Kemmanagudi Wd life Adventure Resort etc.

4.2.3.5 Hill Resort Circuit

The Hill circuit covers the Hill stations of Mercara, Kemmannagundi, Kudremukh, Male
Mahadeshwara Hills, BR Hills, Sandur, Nandi Hills and JogMzalikeri or Mercara, the district
headquarters of Kodagu (or Coorg) also known as the Scotlahmdiiaf is gradually catching up as
one of the most sought after Hill stations of the counitfje other major Hill resorts of the state are
Biligirirangana range of hills, picturesquely situhtg aheight of 5,091 feet between the Cauvery &
Kapila rivers, Kemmannagundi which is a scenicstilion on the Baba Budan range of hills,
Kudremukh (Horse Face), also known as K.R. Hills wiétooks the Arabian sea and Nandi Hills
which is locatd near Bangalore.

4.2.4 Trends in Tourist Arrival

The state currently ranks as the 5th most popular destination in the country. Around 382 Lakh
domestic tourist and 3.8 lakh foreigners visited the state during 20&6le4.1 shows the domestic

and foreign tourist arrivals in Karnataka during last dec&@enataka accounted for around 2.1% of

the total foreign tourists visiting India during the year 201@ aanked 11th among all the Indian

states. The states which are ahead of Karnataka in terms of foreign tourist visiting Karnataka arrivals
are Maharashtra, Tamil Nadu, Delhi, UP, Rajasthan, West Bengal, Kerala, Bihar, Himachal Pradesh
and Goa. Domestic toists for the same period accounted for 3@ of the total domestic tourists

visiting different destinations in India and ranked 5th among all other Indian states only after AP, UP,
Tamil Nadu and Maharashtra.

Table4.1: Domestic and Foreign Tourist Arrivals in Karnataka, 220110

Domestic Tourists Foreign Tourists Total Tourists

o - © = o -

X ) X > - )

g © - 8 © - 8 © -

e g2 38 ¢ g2 3 ¢ 2 ¢

. 5 < c5 2 =G
- >- - >- - >-
(in Lakhs) (in Lakhs) (in Lakhs)

2001 141.2 2364.7 6.0% 14 54.4 26% 1426 2419.1 5.9%
2002 86.8 2696.0 3.2% 0.6 51.6 1.2% 87.4 2747.6 3.2%

2003 111.8 3090.4 3.6% 2.5 67.2 3.7% 114.3 3157.5 3.6%
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Domestic Tourists Foreign Tourists Total Tourists
o — o — < —
X > X > X >
8 © - 8 ke - 8 o -
WEELE 2 > 0 S 2 > 2 c 2 ¢
@ = z 8 G = = © 5 - z8
X . (%)) X . () X . (]
. >- . >- - >-
(in Lakhs) (in Lakhs) (in Lakhs)

2004 2719 3662.7 7.4% 5.3 83.6 6.3% 277.2 3746.3 7.4%
2005 304.7 3919.5 7.8% 5.5 99.5 55% 310.2 4019.0 7.7%
2006 362.0 4617.6 7.8% 5.1 117.5 43% 367.0 47351 7.8%
2007 378.3 5265.6 7.2% 5.3 132.3 4.0% 383.6 5398.0 7.1%
2008 128.0 5630.3 2.3% 3.2 143.8 22% 131.1 5774.2 2.3%
2009 327.0 6688.0 4.9% 3.3 143.7 23% 330.3 6831.7 4.8%

2010 382.0 7402.1 5.2% 3.8 178.5 21% 385.8 7580.7 5.1%

Source: Ministry of Tourism, Government of India

The foreign tourists who come to Karnataka are mainly from USA, UK, Australia, The Netherlands,
Germany, France andther European nations, Japan, South Korea, Singapore etc whereas the
domestic tourists who visit the state are mainly from Maharashtra, Andhra Pradesh, Tamil Nadu,
Kerala, Delhi, UP, West Bengal, Orissa etc.

4.2.5 Strengths andVeaknesse®f Karnataka as dourist Destination
The strengths of Karnataka as a tourist destinations are as follows:

w Presence of rich flora and fauna, historical forts and royal palaces, temples and heritage
sites, beaches and hills, wild life and bird sanctuaries

Variety of potentidtourist attractions within short distances

Virgin and unexplored destinations

Adequate availability of Infrastructure like Power, Water and Communication
Largely literate local community

Brand Image of Bangalore as IT Hub all over the word

Stable Governent and Transparent administration

The climate essentially being a tropical monsoon type is a joy for the visiting tourists

€ € & €& € €& €& €

Land of peace and communal harmony
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The weaknesses of Karnataka as a tourist destinations are as follows:

w

€ & €& €& €

€

4.2.6

The image of Karnataka asTechnology Capital of India than a Tourist destination amongst
both Indians and foreign tourists

Most of the major destinations are stand alone and far off from Bangalore

Poor accessibility to many tourist destinations due to basgiastructure bottlerecks
Lack of tourist infrastructure & basic amenities at many toutédtinations

Lack of information about tourist destinations

Limited awareness among local community and misconceptions that tourism will bring
environmental and social problems

Unaggressive marketing and promotiarf the tourist destinations

Initiatives by the Department of Tourism

In order to maximize impact, KarnataKaurism has devised and implemented a fpuonged
strategy for the development dfourism in Karnataka. The degaent has focused its efforts on
four separate areapolicy and implementation, infrastructure development, marketing and
preservation and sustenancdxogress made on these four fronts wilachieve the ambitious
development and revenue goalghich have been set by the Department of TourisnThe single
biggest achievement of Karnataka Tourism has been the creatiarcoliesive, comprehensive, and
seamless tourism strategy that overlooks no detail.

30 District Tourism Promotion Councils have been createdlf the 30districts which are
headed by Deputy Commissioners of the concerristrict. This committee will be
functioning by focusing on development @fentified areas in their region and will also
monitoring the progress.

A State Level MonitoringCommittee is also been created for monitoring tlowerall
developments and progress of Centrally Financial Assistance projects.

Master plans for all the districts are under preparation.

The detail project reports for infrastructure plans both for State @aahtralwill be prepared
through outstanding Architects / Consultants who araplaned in the Department.

Two World Heritage Centers are being developed under mega praojaciely, Hampi and
Pattadakal. The integrated development of the Hamsipe has akady in progress with an
estimated cost of Rs.81.77 Crores. He¢ail project report for the development of circuis
BadamiPattadakal Aihole has been submitted to Central Government and the estimated
cost ofthis mega project is Rs.143.00 Crores.

Integrated development of Almatti Dam has been taken by providing toinfsastructure
near this dam with an estimated cost of Rs.16.00 crores.

The existing KSTDC Hotels at various places have been upgradedditimhal rooms are
also been added.
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e In additbn to the existing Ectourism units, initiatives have been taken fible development
of some more such Edourism centers, namely, Talakatear Jog, Vilaspur tank in Bidar
district.

e A separate Budget has been provided for development of Last coimedivity roads
leading to monuments from the main road. The works ameer progress.

e |t is proposed to add Night Safari Project at Bannergatta National Park withdget
estimate of Rs.178.00 crores. Shortly the tender will be called foptngose.

s Stepshave been taken to construct an International Convention Center Deafanahalli
with an estimated cost of Rs.1100.00 crores.

e It is proposed to construct a Theme Park about Hampi near Kamalapuawigstimated
cost of Rs.50.00 crores.

e Estimates are beim prepared to construct Wayside facilities at a distancewary 50 KMs
on the National Highways and important roads leadintptarism destinations.

e Steps have been taken to erect singag@nd Hoardings across the state in fhportant
locations.

e Asystematic approach has been followed to increase the tourism man pspesifically in
Hospitality section by imparting tourism training throulgistitute of Hotel Management.

e Food craft Institutes at Hassan and Mangalore have been started tdrgimeng to the local
young generation in various wings of catering services.

e Under the Rural Tourism Project, Anegundi, Kokkre Bellur and AttivarEBirctuary have
been developed. Schemes prepared to develop Rural Tougisrather places also to
showcase rurblife, art and culture and heritage.

e Estimates are being prepared for development of Hill stations sudteasmanagundi and
Nandi hills.

e A separate Budget Head has been provided for the development of Scheaiike Special
Plan and Tribal Special Plander which tourists taxis havgeen provided to the eligible SC
& ST candidates.

e Under the New Initiatives, the Department has proposed to develop Heli toufBmise
Tourism, Wellness tourism, Adventure tourism and Caravan Tourism.
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Healthand wellness tourism refers to trips that are take
by tourists with the principal purpose being to impro
their health and/or wellbeing. Typically this includes o
or more of the following: physical fithess programme
spa visits, medical treatment, hitla farms, beauty [=
treatment, and many different alternative therapie
derived from different cultures.

The health and wellness market can be seen as
continuum  reflecting  different sua S3 Y S
requirements and interests. At one extrengeli KS &
end ¢ are general wellness consumers who look for hi
quality facilities, a healthy eating menu, the opportuniti
for gentle walks in pristine natural settings, and t
availability of gym facilites. In the centre of th
continuum are those looking for ¢h traditional spa
facilities, facial and other treatments, and th
practice/performance of treatments based on the hegli
properties of the waters, mué 1 O ! i GKS
those seeking cosmetic betfication, including surgenKarnataka is gaing it place at International
Fa ¢Sttt a4 R2YSAGAO YINJ SO F2NIo20K a{27F0¢

5.2.1 Case Study Vivanta by Ta} Bekal, Kerala

Bekal is situated in Kasargod district in North kera
Sprawled across 26 acres, Vivanta by -T&ekal,
Kerala is enveloped in a relaxing yet rejuvenati
ambience.

The resort is located on the meandering Kerala
backwaters, in a stimulating, natural environme
with beach access. Vivanta Bekal will hatevillas
and rooms, including 32 rooms with private pools, e
spathemed Luxury Bliss Suites and a stunnl
Presidential Nirvana Suite.
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The Spa offers the full range of Jiva Signature treatments, apart from dedicated Ayurvedic
consultation and treatment stés. Also housed in the Jiva Spa is a steam bath, sauna and
vitality pool. The spa complex is housed across 2.5 acres and flows with the unique
architectural styling of the resort. All the treatment rooms have their own private courtyards
against a settingf serene water gardens and lush tropical landscaping.

Other Facility includes
e 24-hour business facilities
e Currency exchange
e Fitness Centre
e Boutique
e Entertainment and invigorating outdoor activities
e Creche

e Souvenir Shop

5.2.2 Case Study Soukya, Bangalore

Soukya offers an extensive range
systems of medicine and therapies a
under one roof. These include
ayurvedahomeopathy,naturopathy,
yoga, acupuncte, reflexology, and
acupressurelt's owned and operated b
a doctor who's been in the holistic healt
medical practice for over 20 years, and
programs are monitored by qualifiea
doctors and therapists in each espialty. The center consists of 25 rooms on a 30 acre
organic farm in the countryside. There's a yoga and meditation hall, recreational facilities,
and a long walking/jogging track.

Tariff Structure:Room rates start from $220 per night for a single deluwxem. Food is
included but treatments are additional and cost $60 per hour. Weekly programs are
available from $145 a day.

5.2.3 Case StudyAyurvedagram, Bangalore

As the namesuggeststhe focus of treament at Ayurvedagram &yurveda It's combined

with yoga, pranayama (breathing) meditation, and selected beauty treatments to complete
the wellness regime. Treatment packages are taipade to suit guests' needs, as
determined by a doctor on arrival. The center specializes in arthritis, low back ache, obesity,
diabetes, depression, infertility, and impotency. Guests are accommodated in antique
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residential cottages that have been -
transdanted from Kerala. In fact, al

buildings on the 12 acre property are
over 75 years old.

Tariff Structure:The average cost offs '
packages is around 55,000 rupee== -
($1,150) for 7 days, for a single.
includes accommodations, food,
medicine, cultural entertmament, and
use of all facilities such as gym a
library.

To implement the project conceptywo potential locations have been identified in consultation with
the Department of Tourism, Government of Karnataka. A map demonstrating geographical
positioning of these identified locations within the state is providedasexureA.

Jog Location and Connectivity:

e District¢ Shimoga

T It is located about 5&m from the coast midway between Udupi at
r Karwar.

e Jog is well connected by road through k66 connecting NH at
Tumkur with NHL7 at Honnavar.

e Nearest Domestic Airport Hubli Airport ¢ 130 km; Bajpe Airpor
Mangalorec 135 km; Lohegaon Airport Pun&00km

e Nearest International AirportBangalore International Airport340km

Tourist Attraction: Jog Falls, created by the Sharavathi River falling frc
height of 253n (830ft) is the seconéhighest plunge watdall in India

Nearby Tourist Destinations: Gerusoppa Dam, Honnavar, Gudavi E
Sanctuary, Honnemaradu, Keladi, ldugunji, Sagar, Talaguppa, Lush
Falls Apasarkonda Beach, Linganamakki Dam.

Sakleshpur Location and Connectivity:
L e District¢ Hassan
r g e The town lies on National Highway48 which connects port city ¢
— Mangalore with capital city Bangalore. It is 225 km from Bangalore

130 km from Mangalore.

e Railway route connecting Bangaloe Mangalore passes throug
Sakaleshpur town

e Nearest Airport- Mangalore (134 km)

Tourist Attraction: Sakleshpur is located in the Western Ghats, a moun
range that stretches from Kerala to Gujarat. The southern range, w
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includes Bisle reserve forest and the region around Sakleskdisted as
one of the 18 most diverse spots in the world in terms of flora and fa
The subtropical climate and heavy rains during the wet season creatt
environment where several unique plant and animal species flourish.

Nearby Tourist Destinatiors: Bisle Ghat¢ considered as paradise fc
trekkers and naire loversManjarabad Forg 2 f R ¢ A LJdz { dz
in the shape of star, Shiradi GhgShooting spat

5.4.1 An Overview of Shimog®istrict
5.4.1.1 Introduction Maharashtra

Shimogais located at araltitude of 640 meters above ‘
sea level and situated at a distance of 306 Km frc " g -
Bengaluru and is spread across 7 TalukB&adravathi, \

Hosanagara, Sagar, Shikaripur, Shimoga, Soraba | 7 s | .0
Thirthahalli District is als&nown as the rice bowl of the| o 4
state, theprofusion of rivers in the district inundate the ] o - %, Andhra
luxuriant greens of the region.Shimoga has aich kamada [ Hever 4 Pradesh
tradition in education, fine arts and culture whick TS
remains deeply etched in its people and place. T
enchantingnatural scenery of waterfalls, hills, hillocks ¢
green dales, rivers & streams, dense forests, flora

Yadgir 3

Koppal

Chitradurga y

Chikmagalur Tumkur

Udupi

Kolar
Arabian Dakshiny ™ Hassa" 4
fauna, forts & temples, historical places, sandalwoo Sea L S R .=
mouth-watering cuisines and touching hospitality add t Rosa < Tamil
the exquisiteness of the place and crafts K" Ay S aid
erala - [V

5.4.1.2 Connectivity

Shomoga district is well connected to the hinterland and also with the Coastal part of Karnataka. NH
206 and NH 13 passes through the district connecting the southern and northern hinterland
respectively with the Coastal cities of Honnaward Mangalore. District also has good railway
connectivity with Bangalore and Mysore. Nearest Airport for SHimoga is a Mangalore at a distance of
200 kms however, Shimoga would be soon getting its own Airport which is under construction now.

5.4.1.3 Demography

As of the 201 Indiacensus Shimoga has a population of 17, 55, 512 with a population density of
207 persons per sg. km. The district has a sex ratio of 995 females per 100 males with a overall
literacy rate of 80.5%higher than the national average of 59.5%;
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5.4.1.4 Economy

{ KA Y 2edondmhg depends mainly on agricultuamd has contributed over 7680 crore to state
economy (20089). The district has 7 distinct rivers flowing through it irrigatihg fiields. Rice is
YFEAyfte aANBgYy | ONRPaa GKS RAAGNAROG YI1Ay3I AlG GKS

5.4.1.5 Tourism Resource

Shimoga lies in the heart of Malnad aisdknown forits wilderness and natural beauty. The district
has some of the most famous tourist destimats in the state which includes Jog Faléghest
water fall in India, Bhadra Wild life sanctuary, Agumbe, Gudavi Bird Sanctuary etc.

5.4.2 Site Dealls

Jog Falls is acclaimed as the most famous attractions of the state is situated in the border of Uttara
Kannada district and Shomoga at a distance of 100 km from Shimoga City. The falls is created by the
Sharavathi River falling from a height of 253 m (830 ft) is the sebigist (after the Nohkalikai

Falls with a height of 1100 feet (335 metres) in Mdgpa) plunge waterfall in India.

Associated with the waterfall is the nearby Linganmakki Dam across river Sharavathi, there is a
power station which has been operational since 1948, and is of 120 MW capacity was one of the
largest hydreelectric stationdgn India at that time.

Following are the site specific details:

Extent of Land 145 Acre
Ownership of Site Department of Tourism, Government of Karnataka
PresentSite Condition The site consists of a hillock with fairly dense vegetation. At pre

the site is lying vacant and is free from any kind of encumbrance

Linkages and Connectivity Jog Falls isituated on NF2O7 and is at a distance of 40 km frc
Honnavar and 30 km from Sagar which is the taluk headquarte
Jog. The site is located at a diste of 13 km from Jog falls and
near the village vatemakki. Site is connected by a 30 feet wide
from Jog.

The record of Rights Tenancy & Crops (RTC) and the site pictures are presented as ABnexure
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5.5.1 An Overview of Hassabistrict

5.5.1.1 Introduction Maharashtra

Gulbarga

Hassan district is located on the border of the Weste ‘
Ghats, in the southern part of Karnataka state. Hassar " i
a picturesque town in the heart of Malnad with &

pleasant climate. It is abod80 KM from Bangalore, the P owam T e
capital city of Karnataka. It is surrounded by 6 distric Goa =7 S 4
namely Chikmagalur, Mangalore, Kodagu, Myso ‘ G g A s
Mandya & Tumkur. Hassan district was the seat of t Kaada [, Hever 4 Pradesh
Hoysala Empire which at its peak ruled large parts Sy
south India fron Belur as its early capital and Halebid SIS crivaigs 5 1B g
as its later capital during the period 1000334 CE.

Yadgir

Koppal

Chikkabalapug

Chikmagalur Tumkur

Udupi *f

g

Kolar #
Béngalore P

Arabian Dakshin
Sea .‘Kdﬂ nada

5.5.1.2 Connectivity el

Hassan district is well connected by road and-48:
NH206 passes through the district. The nearest airports

are Mysore (115 km), Bangalore (1Miles/187 K.M) followed by the one in Mangalore. Hassan
comes under the South Western Railway zone of the Indian Railways. Hassan City Railway station
connects it to the rest of the country through the Indian Railways. Hassan is connected by rail to
mostcities in Karnataka, as well as Mumbai and other major cities in India.

Mandya { Ramnagar

< Tamil
=~ Nadu

Chamarajanag|

Mysore

Kerala i

5.5.1.3 Demography

The district has total population of over 17.7&khswith a literacy rate of 75.89% he density of
population varies considerably amongst the taluks. With a densi886fpersons per sq.km Hassan
taluk tops the list and this is followed by Arkalgud (295), Holenarasipura (290), Channarayapatna
(266), Arasikere (238), Belur (217), Alur (199) and the lowest density of 129 persons per sqg.km is
noticeable inthe case of Salteshapura taluk.

5.5.1.4 Economy

Hassan District has a vibrant Agriculture base which makes it ideal for Food processing and Agro
Based Industries. The district has been identified as an Industrial Growth Centre, Agri Export Zone
and Special Economic Zones (SEvhich would fuel accelerated growth of general and agro
processing industries. Tourism and coffee are the two main sources of income of Hassan district.
Coffee is grown in thenalnad areas of Sakleshpurarhich is also one of most visited tourist
destindion in the district
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5.5.1.5 Tourism Resource

Hassan has a lot of potential to offer for tourism sector weather it is Religious tourism/Historical
tourism or Leisure tourism. There are large number of ancient temples in the Hassan District most of
which are lo#ed after by the Archeological Survey of India (ASI). Besides this Hassan has a lot of
places to offer in terms of natural and ecological sites which mainly includes major water dams of
Karnataka, Hill stations and scenic beauty spotsstly in Sakaleshpuand around Tourist
Destination of tssan is of national importance witltemples of Belur, Halebidu and
Shravanabelagolaeingunder the list ol UNESCO World Heritage Site

5.5.2 Site Deails

Sakleshpur is a hilly area with dense follesated in the WesteriGhats.The southern range, which
includes Bisle reserve forest and the region around Sakleshpur is listed as one of the 18 most diverse
spots in the world in terms of flora and fauna. The tupical climate and heavy rains during the

wet season createraenvironment where several unique plant and animal species flourish.

The site is located in closegximity to Bisle Ghat, Sakleshpur coffee plantations which is already a
known tourist destinationThe site isdeally suitedocationfor wellness resoras it is away fromrte
city traffic and pollution

Following are the site specific details:

Extent of Land 15 Acre
Survey Number 127
Ownership of Site Department of Tourism, Government of Karnataka

Ste map along with the record of Rights Tenancg€&ps (RTG3 presented as AnnexusB.
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World over, there is growing interest in changing the perspective towards theoiviying from a
reactive approach i.e. to trealiseases, to a more proactive ahalistic approach i.e. to address
their root cause and to prevent their occurrenc¥gorld Health Organization definition of health, as
a state of complete physicahental and social welbeing and not merely the absencoé disease or
infirmity, captures the broad tenets of wellness.

According to a study reported in the Global Spa Summit Report 201&Ganservatively estimated

that the wellness industry cluster represents a markemefirly $2 trillion dollars globallout of

which spas, complementary & alternativenedicine, healthy eating/nutrition & weight loss
constitute US $ 60 billion, US143 billion & US $ 276 billion respectively. It is also estimated that
there arealready about 289 million wellness consuméry’ (G KS ¢2NI RQa amd Y2 ai
wealthiest countries.

Wellness tourism is regarded as a sdgment of medical tourism. Here, the primary purpose is
achieving, promoting or maintaining good health and a sense ofbegtllg. India with widespread
presence of Ayurveda, Yoga, Siddha, and Naturopathy, complemented by its spiritual philosophy, is a
well-kknown wellness destination. Wellness tourism includes ayurvedic therapies, spa visits, and yoga
meditation.

In India, wellness is a concept which hagn in vogue since ancient times. Traditional medicinal and
health practices like Ayurveda and yoga have propounded the concept of mental and bodily
wellness. Most of the ancient wellness concepts have largely focused on the basic needs of an
individualwithin the need hierarchy, namely a focus on health, nutrition and relaxation.

With the progress of time, wellness as a concept has takera upultrdimensional definition,
SyO2YLJ) aaAy3a GKS AYRADGARdZ f Qa RS a védklfaie20Nikfla 2 OA I f
influenced by changes in society and in the lifestyles of individuals, this change has also been
accelerated by extraneous factors like globalization and a greater awareness of the need for
wellness among individuals.

Wellness playerghus have responded to this change, shifting their focus from traditional offerings
like curative healthcare and value oriented mass products to new generational offerings like
preventive healthcare, luxury products and personalized services.

Perhaps the rany instances of young corporate honchos collapsing in the past year or two has been
a wakeup call to the average Indian that it is time to give their health, priority. A direct consequence

is that most people have adopted some or the other form of plajsictivity in a bid to attain fitness

and sustain high energy levels that go with success. Adjacent industries such as retail, healthcare,
hospitality, among others, are assimilating wellness as part of their value proposition, opening up
huge opportunites going forward. The wellness industry in India has evolved rapidly from its nascent
unstructured beginning in the early 1990s to a comprehensive ecosystem today. This ecosystem
comprises consumers, providers, adjacent industries, facilitators and ther@oent.
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While the Consumers mainly comprise a young population with rising income levels and the
increasing need to look good and feel good, which has led these young consumers to seek wellness
solutions to meet lifestyle challenges, the Providers offeliness services and products to meet the
hygiene, curative and enhancement needs of the consumer. The Adjacent industries, such as
healthcare, media, retail, gaming, hospitality and education capitalize on the growth of the wellness
sector to generate adtdonal revenue streams, leverage existing competencies and offer a wider
array of services/products to customers while the Facilitators, include employers, insurance
companies and schools, who are likely to play a key role in encouraging and inculcatimgllpess

habits among consumers going forward. The last participant, the Government wears multiple hats in
its roles as a provider, facilitator, enabler, and regulator in the industry.

Some of the key industry trends in this sector, include:

e The growingwellness industry has attracted a large number of domestic entrants and
international players.

e Established players are pursuing revenue maximisation through product and service
diversification and are exploring new global and domestic markets. Francraséngerging as a
popular option for scaling up.

¢ Companies are actively seeking public and private equity investments to fuel their growth.

e While there is strong optimism about future growth prospects, recovery of investments may
spread over a longer hoom than anticipated.

e There exists an opportunity for micsegmentation to develop more targeted value
propositions for consumers and commercialisation of traditional Indian home remedies.

India has one of the most lucrative health and wellness tourismketarin the world. The Indian

health and wellness market recorded remarkable growth during the review period ¢20Q1),

GKAOK gl a RNARGSY o0& FFOG2NR &4dzOK |a (GKS LYRALY
AYLINRGSYSyi(a A ythcar&k<ervie® mwfudimgBeduced KdSts &nd waiting times plus
improved healthcare infrastructure. India is associated with its rich culture and tradition of wellness
therapies and spiritual practices. It is therefore only natural for globetrotters to Ied@ as a

leading destination for spa and rejuvenation

58aLIAGS 0SAy3a avlrttSNI Ay &aAl S GKIFIy RS@St2LISR 02
is developing rapidly on both the regional and national level. Furthermore, the country holds
enomous potential for future growth in the marketVellness tourism is a rapidly emerging segment

in the Indian tourism market. India has promoted good quality unique travel experiences across the
country on an emotional, physical, intellectual and even w@itilevel. Moreover, the Ministry of
¢2dz2NAAY Ada FAYAYy3I (G2 OFLAGFEEATS 2y LYRAIFIQ&a LRI
medicines, such as ayurveda, siddha and yoga, to present the country as a unique destination for
spiritual healing.

The medical tourism industry in India has been estimated to increase to around US$20 billion over
the next couple of years. Expenditure of key health care treatment is up to 30 percent low in
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comparison to the United Statesxd United Kingdom. Wellness tourism in India emerges as a huge
money generator. India has been promoting its wellness tourism by giving the tourists with personal
healthcare services.

As per the latest report by global hospitality consultant HVS, Indaraaked in the top 20 list of
top spa countries worldwide, with 2,359 operational spas. The industry is estimated to have
generated around $384 million annually and employs about 22,175 people.

As per a recent study by the Stanford Research Institueriational, the global wellness industry
represents a market of nearly US$ 2 trillion as opposed to the Indian Wellness Industry, which is a
US$ 9.8 billion market; accounting therefore, for less than 2% of the global wellness industry. It is
interesting © note the manner in which this industry has used the business potential of traditional
Indian practices and home remedies and has moved from being a notion about luxury services to
becoming a necessity. This is attributed to the fact that people warivéddnger and healthier lives

and so wellness, at some level or the other, is no longer the comfort of the rich. It is believed that
with the active involvement of the government and private participants, the wellness industry in
India can create visiblenpact on a global scale. By 2015, wellness services alone are expected to
have the potential to generate three million job opportunities. However, it is critical for the
government and private participants to simultaneously invest in education infrastreiend quality
standards to provide further impetus to the industry.

Considering the hugdemand and limited supply in the country, there is decent potential in the
wellness industry which Karnataka can teith excellentinternational connectivity anéxceptional

medical facilities Karanatakahas theprospectsii 2 SYSNHS Fa GKS Kdzm F2NJ
02 dzZNRAEdM.Q Ay
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CHAPTER

y

The purpose of the Financial Analysis islétermine the financial viability of the investment in the

project consideing the cost of developing the projeeind the expected revenue stream over a
LISNA2R 2F GAYSo® LG faz2 AyOfdzRSa addzRe 2F RAFTS
assess the receivables for DoT from the developer while ensuring that the developer gets a
reasonable return on his equity

DiscountedCash Flo(DCF)Analysisis a method of valuing a project, company, or asset using the
concepts of the time value of monell future cash flows are estimated and discounted to give
their present values (PVg)the sum of all future cash flows, both incoming and outgoing, is the net
present value (NPV), which is taken as the value oe @ithe cash flows in questioDCFRanalysis is

the most widely accepted valuation method in the fields of investment finance, real estate
development, and corporate financial management.

NPV of post tax discounted project cash flows is considered as basic indicator of financial feasibility
of a project, while insuring a return equivalent to the weighted average cost of capital. The positive
FYR yS3FrGABS bt+ AYRAOFIGS aD2¢ 2NJ ab2 D2é F2N UK

NPV of post tax discounted equity cash flows is considered as indicator dissggnerated from
project, while insuring a return in the mge of 2025%% on equity to developer. Thus Post Tax NPV
of equity cash flows reflects the amount which developer can pay towards land premildoTo
while making a reasonable return on his dgui

As a part of financial analysis, firstly NPV of discounted project cash flows have been analyzed to
gauze the initial viability of the project. If the project displays the positive NPV, then NPV of equity
cash flows are calculated:he bllowing sectbn presentsthe assumptions and corti@ration for
financial analysis.

On the basis of the strengths of th@oject locations opportunity analysis as per the demand
assessment and the objectivesT, the broad activity mix fothe project has been worked out

The product/ activity for the envisaged developments are derived based on following factors:
e Demand pattern for the various pduct components/activity types
e ProductMix of other successfullyunning similar facilities

e Area standards, guidelines and current industry practice for vaaotigities
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A broad activity mix for the envisaged development has been derived based on combination of
above factors and presented in the following section

Proposed Product Mix

Cottages 20,000 sqft
Swimming Pool 4,035 sqft
Changing Rooms and Showers 650 sqft
Massage and Treatment Rooms 1,560 sqft
Sauna and Steam Bath 753 sqft
Yoga & Meditation Hall 1,000 sqft
Fithess Room 807 sqft
Recreation Room witldoor gaming facility 1,000 sqft
Restaurant 1,681 sqft
Kitchen 1,614 sqft
Staff Accommodation (Dormitory) 819 sqft
Common Toilet Block 274 sqft
Admin Area 500 sqft
Circulation Area 8,673 sqft
Parking Area 21,251 sqft
Open and Landscaped Area 5,88,782 sqft
Total Site Areq15 Acre) 6,53400 sqft

The above activity mix is derived after taking into consideration a land parcel of 15 Acre for
development of envisaged facilities at each of the project location.

7.3.1 Construction Period

It is assumed that development pfoject will take 2 yea.

7.3.2 Period of Analysis

Period of Analysis has been takerB@sYears.

7.3.3 Capital Cost Assumptions

While calculating the project cost, the assumptions have been based on market feedback, as well as
CSSRol 01 Q& 26y SELSNARSYOS 2F | ROA&A2NE YR LINR2S(
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Following are the cost considerations for the project:

Cost of Construction

SiteDevelopment 200 Rs/sqft
Civil Work 1,200 Rs/sqft
Cost of Furnishing 2,000 Rs/sqft
Cost of Machinery and Equipments 50 Rs Lakhs

7.3.4 PreOperative Charges and Contingencies

Preoperative charges includBesign consultancy fees, Project management co&thninistrative

costs, Charges payable to civic authorities, Publicity and advertisement expenses, Marketing
expenses, Miscellaneous Expenses, Interest During Construction and Insurance During Construction.
Following are assumptions taken into account whidculating the pre operative expenses:

Project Development Cost @1% of @nstruction cost
Debt Syndication @0.5% of Debt

Equity Syndication @0.5% of Equity
Launch marketing @1% ofConstruction cost

Other preoperational expenses @ 1% ofonstructioncost

Insurance during Construction @0.5% of the landed cost feach of the Construction years
Interest during construction @14% of per Annum
Consultancy @55% of the Lande@ost

7.3.5 Operating & Maintenance Cogissumptions

Following are the Operating arfMaintenance Cost considerations for the project:

Marketing Expenses

Marketing & Brokerage @1. 5% of the total revenue

O&M Expenses
Maintenance othe Facility

0 Maintenance of Buitup Area,

0 :
Machinery and Equipments 5% of the Capital Cost per Annum

0 Maintenance olLandscapedvreas 3% of the Capital Cost per Annum
Raw Material Cost for F&B 60%0f the revenue fronF&B
Raw Material Cost fdBpa Facilities 40% of the revenue from SPA
Annual Inflation 5%
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7.3.6 Revenue and Utilization Assumptions

Following are theevenuesources identified and utilization assumptions for the revenue generation
for the developer of the project:

Revenue fronCottages (Rack Rent) 5,500 Rs/Cottage/Day

Annual increase in Rack Rent 5%

Revenue from F&B 15% of theRevenue from Rack Rent
Revenue fronSpa Facilities 20% of the Revenue from Rack Rent

Operational Year
1 2 3 4 5 onwards
Occupancy of Cottages 30% 40% 50% 60% 70%

Realization of Revenue

7.3.7 Financing and Taxation Assumptions
e Debt Equity RatioDebt Equity Raticsitaken as 70:30 for the project.

¢ Interest Rate:The rate of interest for the analysis has been assumed as 14% per annum for
term loan.

e Debt Repayment Period10 year debt repayment period has been considered for the
proposed development, which starts in first year of operation

e Taxation:The tax rates have been taken as 33.99%

e Depreciation:The depreciation on the project components of Buildings, Plant & Bugnp
FYR CAGGAY3IEA KFra o0SSy GFr1Sy |a LISN GKS [ 2YL
Down Value (WDV) method.

7.4.1 Capital Cost

Construction Cost 2744.6 INR Lak
Preoperative Expenses 613.6 INR Lakl
Total LandedCostof the Project at Each Location 3358.1INR Lakh
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7.4.2 Financial Indicators

Post Tax Project IRR 18%
Post Tax EquithPV @@% discount rate INR 178.3 Lakh
Post Tax Equity IRR 22%

Results of financial analysis show thasPTax Pragct IRR isomingout to be 20%. Post Tax Equity
IRR of the project is coming out to be 22%, which is higher than the target of 20%, which is IRR that
investors will most likely seek from such an investment.

Considering a discount rate of 20%, the NPV of equity cash flows, which symbolizes the surplus
ASYSNI GSR 06& GKS LINRBP2SO0x 6KAETS AyadzNAYy3I HE:
178.3 Lakh. This indicates that the project has potential to ggrelNR 178.3 Lakh in NPV terms,
which is the indicative amount that DoT may receive from the private developer

7.4.3 Scenario Analysis

The following section presents the Scenario Analysis which provides the variation in the above
discussed financial indicawin accordance with the variation in landed cost of the project as well as
revenue from the project.

Variation in Project IRR with respect to Landed CosProjectand Revenudrom the Project

Variation in Revenue Variation
ProjectIRR 200 -15% -10% -5% 0% 5%  10% 15% 20%
20% 18% 19% 20% 20% 21% 22% 23% 24%  25%
15% 17% 18% 19% 20% 20% 21% 22% 23% 24%
-10% 16% 17% 18%  19% 20% 21% 21% 22%  23%
5% 15% 16% 17% 18% 19% 20% 21% 21% 22%
0% 15% 16% 16% 17% 18% 19% 20% 21% 21%
5% 14% 15% 16% 17% 17% 18% 19% 20% 21%
10% 13% 14% 15% 16% 17% 18% 18% 19%  20%
15% 13% 14% 15% 15% 16% 17% 18% 19%  19%
20% 12% 13% 14% 15% 16% 16% 17% 18% 19%

Cost
Variation

Variation inEquity NPMWvith respect to Landed Costf Projectand Revenudrom the Project

Variation in Revenue Variation

Equity NPV 2006 -15% -10% -5% 0% 5%  10% 15%  20%

Cost 20% 549 1901 3202 4520 5867 7264 867.9 10112 1150.6
Variation _j505 548 829 2185 350.3 484.0 6205 7620 9053 1050.4
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-10% -1645 -26.8 112.8 248.6 3823 517.7 656.1 799.4 9445
5% -271.9 -136.5 3.1 1446 280.6 416.0 553.1 6935 838.6
0% -3784 -245.1 -106.6 349 178.3 3142 4514 5903 732.7
5% -4849 -351.6 -216.2 -74.8 68.6 2125 349.7 488.6 629.3
10% -591.4 -458.2 -323.1 -184.4 -41.1 1042 248.0 386.9 527.6
15% -703.5 -564.7 -429.6 -292.7 -150.8 -55 1416 2852 4259

20% -8159 -672.7 -536.1 -399.2 -260.4 -115.2 32.0 181.0 324.2
Figures are in INR Lakhs

Variation inEquity IRRwith respect to Landed Cogif Projectand Revenudrom the Project

Variation in Revenue Variation

Equity IRR 2006 -15% -10% -5% 0% 5%  10% 15%  20%
20% 21% 23% 24% 26% 28% 30% 32% 34% 36%

-15% 19% 21% 23% 24% 26% 28% 30% 32% 34%

-10% 18% 20% 21% 23% 25% 26% 28% 30%  32%

5% 17% 18% 20% 22% 23% 25% 26% 28%  30%

0% 16% 17% 19% 20% 22% 23% 25% 26%  28%

5% 15% 16% 18% 19% 21% 22% 24% 25%  27%

10% 14% 16% 17% 18% 20% 21% 22% 24%  25%

15% 13% 15% 16% 17% 19% 20% 21% 23% 24%

20% 13% 14% 15% 16% 18% 19% 20% 22%  23%

Cost
Variation

7.4.4 Value for MoneyAnalysis

Value for Money analysis is done by comparing the financial outputs of two Models as mentioned
below:

e PPP ModelWhen the project is being financed, owned and implemented by Private Sector
Player

¢ PSC ModeWhen the project is being financed, owned and implemented by Government.

Public Sector Comparator (PSC) is used to make decisions by testing whether a private investment
proposal offers value for money in comparison with the most efficient form of ppbticurement.

The PSC estimates the hypothetical Haskusted cost if a project were to be financed, owned and
implemented by government.

The assumptions considered for developing the PPP model and the summary of the respective
financial indicators have le@ presented in the previous sectiororfleveloping the base PSC model,
the following assumptions were made:
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Assumptions: Base PSC Model

Particulars Assumptions Comments

Cost of Capital 12% Estimated cost of market borrowings for the Government
Karnataka

Tax rate 20% Althoughno tax is payable bgovernment authoritiesbut for

the sake ofcomparison with PPP model and consider
competitive neutralitythe tax rate has been assumed2¥4

Other assumptions remain identical to the PPP rafee2model in order to meaningfully compa
the PPP and Public sector models.

Optimum allocation of risks associated with the project is perhaps the single most important step
towards developing the contractual framework for any PPP project. The principle of allocating risk to
the party best placed to handle the rigkpresented bw.

Quantitative Risk Matrix

Risk Allocation (%) as per PPP Mode

Risks Financial Impact o _
Concessionaire Authority
Construction Cost Cost overrun of 1% 100% 0%
~ Overrun
Construction o= -
Phase : . ime overrun o
gggf:&‘;c“on TIMe 5006 of the 100% 0%
Construction Period
_ Revenue Shortfall Decreoase e 100% 0%
Operation by 15%
Phase i
Opex risk Increase in O&M 100% 0%

Cost by 15%

7.4.4.1 NPV of all Risks to be added onto the base PSC Model

Based on the quantitative risk analysis descripegliously, NPV of all risks has been calculated and
has been added to the base PSC model developed for the project. This is to facilitate comparison
between the PPP reference model and the PSC model so as to decide upon the appropriate
development modeldr the project.

Based on the above framework, NPV of cash flows to the public seatalcidated as INR 2008.2
Lakhs. NPV of risks to be added back is as follows:

NPV of Risks to be added onto base PSC model

NPV of Risk to

NPV at Risk
Risks Financial Impact N be added back
(NRLakhd — \Riakhg
Construction Construction Cost Cost overrun of 1% 1582 1 426.1

Phase Overrun
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. . . NPV at Risk NPV of Risk to
Risks Financial Impact AL be added back
(INRLakh3 |\ Rl akhg
. , . 0
Construction Time Time over_run of 50/0 of the 1608.0 -400.2
Overrun Construction Period
Operation ~ Revenue Shortfall Decrease in revenue by 15% 1146.4 -861.8
Phase Opex risk Increase in O&M Cost by 15' 1783.7 -224.5
NPV of all transferred Risks to be added back to base PSC model -1912.6

ThereforelNR {) 1912.6 Lakls the NPV to be added back to the base PSC model. The risk adjusted
PSC reference therefore comes out to be INR 95.6 Lakh, i.e., the net receivables to the government
for implementing the project through DoT is INR 95.6 Lakh.

7.4.4.2 NPV of all retained Risk®the added onto the PPP Reference Model

Based on the above risk assessment framework, the NPV of risks to be added back to the PPP
reference model is as follows:

NPV of Risks to be added to PPP reference model

. . _ NPV at Risk NPV of Risk to
Risks Financial Impact INRLakh be retained by
(INRLakhg  po1 (INRLakh3

Construction Cost

Cost overrun of 1% 1582.1 0.0
Construction Overrun
Phase Construction Time Time overrun of 50% of the
. ) 1608.0 0.0
Overrun Construction Period
Operation ~ Revenue Shortfall Decrease in revenue by 15% 1146.4 0.0
Phase Opex risk Increase in O&M Cost by 15 1783.7 0.0
NPV of all retained Risks to be added back to base PPP Reference model 0.0

7.4.4.3 Riskadjusted PPP Referen@nd Statement of Value for Money

Indicator INR Lakhs

NPV ofcash flows to Government (PPP Reference) 178.3
NPV of retained risks to be added back to PPP reference 0.0
Risk Adjusted PPP Reference ( 178.3

NPV of cash flows to Government (Base PSC Model) 2008.2
NPV of Transferred risks to be added back to FRS€ model (-) 1912.6
Risk Adjusted PSC (I 95.6

Value for Money (AB) 82.7
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Therefore, based on the statement for value for money, it can be stated that implementing the
project through PPP is more viable than the public sector option. The government stands to gain INR
82.7 Lakhin present value terms if it chooses the PPP optiwar the public sector alternative. This
shows that the private sector is better equipped to manage the risks associated with the project.

Financial Analysis tffie project shows that the with a concession period of 30 years, the project has
potential of generating INR 178.3 Lakh, which indicates the present value of the likely receivables for
the DoT from the envisagqutoject
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CHAPTER

3

8.1.1 The Karnataka Town and Country Planning Act, 1961

Main objective of this Act is to provide for the regulation of planned growth of land use and
development and for the making and execution of town planning schemes in the stdtarataka.

This Act provides for various circumstances under which change of land use cqédited. It
also provides for making and execution of town planning schemes in the@tdtenataka.

e Planning and Development

The Planning Authority constitutednder the Karnataka Town and country Planning Act,

MpPpc MOKSNBAYIF FGSNI NBFSNNBR (G2 +ta GKS atfl yy?
regulates development and improvement of entire planning area and is empowered with

making of town planning schemes.

e Reveue and Taxation

The Act provides for levy and collection of cess, surcharges. The Planning authority is
entitled to recover fees in case permission of change in land use is sought for by the land
owners.

e Land Acquisition

By virtue of Section 69 of the Attte Planning Authority may acquire any land designated
the Master Plan for any public purpose specified in the Act. Further section 70, prtvides
land needed for the purpose of a scheme of development shall be deemed to be nieeded
public purpose

Section 71 confers power on the State Government to acquire land included in a town
planning Scheme for public purpose.

8.1.2 The Environment (Protection) Act, 1986 (EPA)

According to EPA, "Environment” includes water, air and land and the ietationshipwhich exists
among and between water, air and land, and human beings, other lore@tures, plants, micro
organism and property.

Section 3 of the EPA states, that Central Government shall have the power to take afieastires
as it deems necessary expedient for the purpose of protecting and improving theality of the
environment and preventing controlling and abating environmental pollution
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8.1.3 National Environment Policy, 2004

The National Environment Policy (NEP, 2004) is a response tmatiomal commitment toa clean
environment, mandated in the Constitution in Articles 48A and 51 Astgngthened by judicial
interpretation of Article 21. The Objective of NEP 2004 is:

e Conservation of Critical Environmental Resources

e Intra-generationalEquity Livelihood Security for the Poor

8.2.1 Scheme for Support to Public Private Partnerships in Infrastructure

The Government of India recognizes that there is significant deficit in the availability of physical infrastruc
across different sectors and that thisli;ndering economic developmenth& development of infrastructure
requires large investments that cannot be undertaken out of public financing alone, and that in order to
attract private capital as well as th'echnomanagerial efficiencies associated with it, the Government is
committed to promoting Public Private Partnerships (PPPs) in infrastructure developthen&overnment of
India recognizes that infrastructure projects may not always be financialbfevizecause of long gestation
periods and limited financial returns, and that financial viability of such projects can be improved through
Government supportTherefore, the Government of India has decided to put into effect the following scheme
for providng financial support to bridge the viability gap of infrastructure projects undertaken through Public
Private Partnerships.

Guidelines of the SchemeGovernment SupportViability Gap Funding)

1) The total ViabilityGap Funding under this schemdlwiot exceed20%of the Total Project
Cost; provided that the Government or statutory entity that owns the project may, if it so
decides, provide additional grants out of its budget, but not exceeding a fudrof the
Total Project Cost.

2) Viability Gap Funding under this scheme will normally be in the form of a capital grant at the
stage of project construction. Proposals for any other form of assistance may be considered
by the Empowered Committee and sanctioned with the approval of Fnafioister on a
caseby-case basis.

3) Viability Gap Funding up to Rs. 100 crore (Rs. One hundred crore) for each project may be
sanctioned by the Empowered Institution subject to the budgetary ceilings indicated by the
Finance Ministry. Proposals up to R60 crore (Rs. Two hundred crore) may be sanctioned
by the Empowered Committee, and amounts exceeding Rs. 200 crore may be sanctioned by
the Empowered Committee with the approval of Finance Minister.

4) Unless otherwise directed by the Ministry of Finandee EEmpowered Institutions may
approve project proposals with a cumulative capital outlay equivalent to ten times the
budget provisions in the respective Annual Plan.
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8.3.1 Karnataka Tourism Policy 20a31
Classification off ourism Zonesor providing Incentives and Concessions

For development purposeand for providing incentives and concessions for tourism projects
Karnatakads classified into 4 tourism zones as follows:

1) Zone 1:Within Local Planning Area limits (BDA). Hoise will be a low priority zone with
few tax benefits.

2) Zone 2B.M.R.D.A. limits. This zone will be a priority zone for attracting destination projects
and act as a national hub for global events and activities. Extensive Government support,
including lage projectspecific clearances and tax breaks, etc. will be available.

3) Zone 3:Mysore, Coorg, Hampi, PattadakaBadamic Aihole, Bijapur, Bidar, other heritage
centres and the coast from Ullal to Karwar. This zone will be notified for priority
developmant in an integrated manner with Integrated Tourism Development Master plans
(ITDM). Comprehensive tax breaks and benefits, including comprehensive clearances for
largeprojects will be made available.

4) Zone 4:All other tourist destinations in Karnataka amdhyside facilities in approved
locations on National and State Highways. This zone will enjoy benefits and tax incentives as
specified.

Authorities for approvingTourism Projects

a) Tourism Projects with investment up to Rs.3 Crores (Rupees Three Cepajytment of
Tourism, Government of Karnataka

b) Tourism Projects with investment up to Rs.50 Crores (Rupees Fifty Cidrestatelevel
Single? AYR2g | 3Sy0eé dzy RSNJ GKS / KI A MNubtyes oA LI 2 F
Government of Karnataka and Karnadkdyog Mitra shall be the nodadjency.

c) Tourism Projects with investment of more than Rs. 50 Crores (Rupees Fifty Crheekligh
[ S@St /1 2YYAGGSS OKFANBR o6& GKS | 2u0@@Niteh / KAST
shall be the nodal agency.

Incertives and ConcessionsStamp duty / Registration charges
1) 50% exemption on stamp duty for investment below Rs. 50 Crores.
2) 75% exemption on stamp duty for projects of Rs. 50 Crores and above.
3) 75% exemption on stamp duty for projects of over Rs. 10 Crotésria 3 and Zone 4.

4) Registration charges shall be allowed as provided in the Industrial PolicyZ2D09
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Investment Subsidy

The taluks in all the districts of the state have been classified in five categories for providing
investment subsidies for TourisRrojects:

0 Category A: 10% of the fixed assets subject to a maximum of Rs.10 lakhs

o Category B: 15% of the value of fixed assets subject to a maximum of Rs.15 lakhs
o0 Category C: 25% of the value of fixed assets subject to a maximum of Rs.25 lakhs
o Category D: 35% of the value of fixed assets subject to a maximum of Rs.35 lakhs

o Category E: 30% of the value of fixed assets subject to a maximum of Rs.30 lakhs
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CHAPTER

9

The impact of tourism on localommunitiescan be both positive and negative, whether it comes to

V‘m&i ng -« { .’»-..5'7';,‘1 etructure HQ’OPQI\/

economic, social, or environmental effects. It depends to which extent tourism is develdped
particular region. Every region has its bearing capacity, that is to say theofithié incoming inflence
that does not harm the host community. If we overcorttat limit negative impacts of tourism will
follow. Following sectiorpresents an indicative analysis of environmental and social impzafcthe
proposed projecand measures to mitigate the same

Table below presents the generahvironmentalimpacts during construction and operation phases of

the projectand suggested mitigation measures:

Activity

e Preconstruction Stage -

of shrubs

e Construction Stage -

Possible Environmental

Impact

Suggested Mitigath Measure

May affect the micre Cutting of tress shall be avoided to tt
Cutting of trees, clearin( habitat and distress the extent possible and the natural

natural fauna.

Deterioration of air
Construction activities fol quality due to earth work

development of the gxcavation

project

Disturbance to the

natural drainage

Soil contamination

Water contamination

Disposabf excess earth

vegetation present on the site shall k
kept in mind while preparing the
architectural conce and the same
shall be incorporated in architectur:
and landscapéesign for the project.

Frequent watering of constructiol
sites to suppress dust emission a
transport of earth in covered vehicles

Natural course of the drainagshould
be restored during @y construction
activity.

No spillage of oil/ diesel from th
construction equipments

Any construction activity shoul
ensure that the water bodies are nc
contaminated

The excess earth should |
transported to designated place ar
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- Possible Environmental o
Activity Suggested Mitigath Measure
Impact

shall be used for filling and covers

Disturbance to other Any shifting of cable / utility line:
services should be attended with minimun
period of disturbance.

Safety ofroad users in Provision of temporary crossings
the implementationarea bridges wherever necessary
facilitate normal movement

Noise pollution due tc Use of less noise generatir
the use of machinery ant equipment and avoiding aivities
movement of traffic during night.

e Operation &Maintenance Noise pollution due tc Use of less noise generatir
Stage- O&M activities of the use of machinery ~ equipment and avoiding activitie

the

machinery and during night.

equipments

Water contamination Proper arrangements for effluer

due to release of effluen handling should be done and shou

waste. not be dumped in any natural wate
bodies.

The following sectiomlemonstratesthat prima facie there are no major social impaofsthe envisaged
project on the communities abutting the site:

Financial benefits and empowerment for local peopl&eneration of employment for local
labour during construction stage as well as operation stage.

Noimpairmentto the safety of the community.
No affect on the local culture andhinimalinfluenceon the character of the local community.
No relocation and rehabilitation required.

No harm to the tangible and intangible assets of the local community.

It is a great challenge to makepaofitable business runnintpurism in an area without some negative
effect to the local communities. It gossible for the tourism industry to cooperate with other industries
and bringbenefits to both the tourism organizations and local businessesfidtestep toachieve it is to
understand the needs and desires of both the host communitytaadourists.

PRELIMINARFEASIBILITSTUDY 52



Sector Specific Inventory &nstitutional Strengtheningfor PPP —t Zd RA
Mainstreaming- Tourism Department F‘ l--E DB’@S{E\J,NLM

In order to decrease the negative eéfts on local societieand environmentthe following pointswill
have to be kept in mind while implementitige project:

¢ Local peopleo beinvolvedas employees.
e Tocooperate with the local businesses.
e Tohave a respectfuhttitude towards the local culture.

¢ To espect tothe natural resourcesandto protectthem.
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CHAPTER

10

Risks are inherent in all PPP projects as in any other infrastructure projects. They arise due to
uncertain future outcomes which may have direct effect on the provision of services by the project,
and/or the commercial viability of the project. The riskoeation to parties in contract and the
management of risks are, therefore, at the heart of a PPP design. This is also an important element
in establishing the business case for a PPP project.

The risk analysis, allocation and management involve thewolg activities:

w Identification of all possible risks and assessing their likelihood;

w Examining the likely effects of the risks in quantitative and qualitative terms;
w Consideration of suitable mitigation measures that may be available; and
W

Allocatobn of risks to parties.

10.1.1 Risks in PPP Projects
Typically the main categories of risks associated with PPP projects include the following:
w Construction andCompletion Risk&lelays in construction or cost overruns);

w Technology risk (new and untried tedlogy, whose performance cannot be checked
against existing references);

SponsomRisk(ability of private sponsor(s) to deliver the project);
EnvironmentaRisk(environmental constraints in construction and operation);
CommerciaRisk(lower demand ad/or revenues than the ones projected);
OperatingRisk(inefficiency in operation leading to higher operating cost);
FinanciaRiskqchange in interest and currency exchange rates, and tax laws);
LegaRisk(change in legal regime);

RegulatonRisk(change in regulatory regimes);

€ & & €& & €& €& €

PoliticalRisk(change in government policy or action that affects the business case of the
project); and

€

Force Majeure (risks due to unpredictable natural and marade events such as
earthquake, flood, civil war, etc.).
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10.1.2 Identification of Possible Risks and Mitigation Measures

Thefollowing risk matrix demonstrates the riskssociated with the Project arglitable mitigation

measures. These consideration needs to be reflected in contract design and negotiation, and later on
in designing a contract management process to address the risks during the construction and

operation periods.

Table10.1: Risk Identification and Mitigation Measures

Category of risk

Construction and
Completion Risk

Demand Risk

Commercial Risk/
Revenue Risk

Financial Risks

Political Risk

Force Majeure Natural
Events

Description and Likelffect

Various factorscan lead to
delays in completion.

These risks arise from th
project if there is no
established demand for thi
Project.

These risks arise fror
existing and future
competition, effectiveness ir
utilizing space and

management of facilities.

Changes in tax law or polic
that have negative effect ol
the private party, its assets
or the project

Change in law, expropriatior
revocation of licenses
permits etc, civil disturbance
war, nondefault termination
of contract.

Flood, earthquake, cyclon
etc; closure of operation ant
negative effects on asse!
and project

Mitigation Measures

Effective clauses in theConcessior
Agreement and  ensuring timel
clearances and handing over of sites
some ways ofitigating this risk.

A Prefeasibility has been carried out t
assess the viability of theroject based on
the demand for the revenue generatir
components for the projectThuspartial
risks are eliminated on the basis of ti
results & findings of the Preasibility
study.

With the involvement of Private Sector
marketing, O&M and management an
attractive incentives structures linke
with Project success, risk would b
transferred to the Developer.

Sensitivity analysis has been conductec
the Preliminary Feasibility Study to te

the robustness of financial returr
However if such effects ar
discriminatory, then  Contractual

provisions can be made fodevisng
appropriate  mechanism to provid
compensation.

These can be mitigated by effective leg
documentation andnsurance.

Contractual provisions to withstand effe:
of such periods.
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