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[This MoA is to be executed on Non-Judicial Stamp Paper of 
Rs.100/-] 

 
(QUADRIPARTITE AGREEMENT) 

 

MEMORANDUM OF AGREEMENT 
BETWEEN 

Ministry of Power, Government of India, 
POWER FINANCE CORPORATION LIMITED 

AND 
State Government, 
State Power Utility 

 

 
MoA No.__________ 

DATED ……………. 
 

MEMORANDUM OF AGREEMENT 
 

made this …………………………………. day of …………………….2008  BETWEEN 

Ministry of Power, Government of India (hereinafter referred to as 

“Central Government”) and POWER FINANCE CORPORATION LIMITED, (PFC) 
A Government of India Undertaking, having its Registered Office at „Urja Nidhi 
Building‟, 1, Barakhamba Lane, Connaught Place, New Delhi - 110001 (hereinafter 
referred to as “Nodal Agency”) of the one part 
  
AND State Government of ……………(hereinafter referred to as “State 
Government”) and ………………[State Power Utility] having its Head/Registered 
Office at ……………………………………… (hereinafter referred to as “Utility” which 
expression shall unless repugnant to the context or meaning thereof includes its 
successors and assigns) of the other part. 
 
WHEREAS the Central Government has launched Restructured Accelerated Power 
Development & Reform Programme (hereinafter referred to as “R-APDRP”) during 
the XI Five Year Plan with revised terms and conditions as a Central Sector 
Scheme to establish base line data system and reduce AT&C loss AND WHEREAS 
the Beneficiary Utility intend to undertake execution of various distribution projects 
under R-APDRP (hereinafter referred to as the “Project”) on the terms & conditions 
contained in the Order dated 19.09.2008 and Guideline for R-APDRP issued by 
Ministry of Power on 22.12.2008 
 
AND WHEREAS the Beneficiary Utility undertakes to seek full authorization by way 
of its Resolution passed in subsequent meeting of its Board to implement the said 
Projects under R-APDRP on the said terms and conditions to the satisfaction of the 
Central Government. 
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NOW IT IS HEREBY AGREED BY AND BETWEEN THE PARTIES HERETO as 
follows:- 
 
1.0 The Quadripartite Agreement signed between Government of India through 

Secretary (Power), Power Finance Corporation, State Power Utility and State 
Government shall be implemented by the Utility in letter and spirit. The 
Central Government will monitor implementation of the precedent conditions 
agreed to upon in this Quadripartite Agreement before releasing funds 
through Nodal Agency. 
 

2.0 The Central Government has designated Power Finance Corporation (PFC) 
as the Nodal Agency vide Order of Ministry of Power dated 19.09.2008 for 
implementation of R-APDRP programme, under guidance of Ministry of 
Power (MoP).  
 

2.1 The Central Government shall issue the guidelines and modalities of 
formulating/ implementing projects under the programme from time to time. 

2.2 The Central Government through MoP/ Steering Committee shall accord 
approval of the following to facilitate implementation of R-APDRP: 

 

a) Sanction projects, including modification or revision of estimates; Monitor 
and review the implementation of the Scheme; 

b) Approve panel of IT Consultant and IT Implementation Agencies 
c) Approve the guidelines for operationalisation of various components of 

the scheme including mechanism for payment of fees to nodal agency;  
d)  Approve TPIE Agencies for verification and validation of base-line data 

systems, for verifying the fulfillment of programme conditions by utilities; 
e) Approve conversion of loan into grant upon fulfillment of the necessary 

conditions; 
 

3.0 Nodal Agency 
 
PFC will act as a single window service under R-APDRP for speedy and 
timely completion of projects and thus will assist the Utilities in achieving loss 
reduction targets. 
 

3.1 PFC, the Nodal Agency will facilitate utilities for establishing Base Line data 
collection system under Part-A of the R-APDRP as follows: 

a. Convert „System Requirement Specification‟ (SRS) template document 
into a Model APDRP bid Document  

b. Empanel IT- Consultants for assistance in preparation of DPR for  Part A 
and bid documents and implementation. 

c. Empanel IT- Implementing Agencies for implementing the IT related 
projects i.e. Base-line Data System (Part-A of re-structured APDRP). 
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3.2 MoP/PFC will Empanel and appoint Third Party Independent Evaluation 
Agencies (TPIEAs) on behalf of Ministry of Power to verify base line 
(starting) AT&C loss figures, completion of Part-A projects and subsequent 
yearly AT&C loss figures as directed by PFC / MoP. 

3.3 PFC will empanel consultants for assisting Utilities for Part-B projects of the 
R-APDRP. Appointment of these consultants by Utilities is optional and 
cannot be included in the project cost and hence will not be funded under the 
Programme. 

3.4 PFC will prepare the DPR formats for Part-A & Part-B. Inputs to the DPR 
formats can be directly filled through web portal.   

3.5 The Nodal Agency will carry out the scrutiny of the DPRs submitted by the 
Utility under Part A & B of the scheme and recommend the same for 
approval of the APDRP Steering Committee. It will monitor the 
implementation of projects in Part-A & B by periodic review with utility. 

3.6 PFC through TPIEA will verify base line (starting) AT&C loss figures, 
completion of Part-A projects and subsequent yearly AT&C loss figures on 
receipt of information from Distribution Utilities. 

3.7 PFC will develop Web based MIS and maintain the same. The whole APDRP 
scheme from start to end shall be on a web-enabled platform. All the data, 
information relating to projects will be fed through web interfaces, complied / 
processed including DPRs on the platform. The APDRP web platform will 
also have pubic interface and shall be operated by PFC. 

3.8 PFC will design monitoring formats for Part-A & Part-B, analyse reports, 
monitor implementation against identified milestones & deliverables in Part-A 
& Part-B and generate exception reports for the consideration of Ministry of 
Power. If required, PFC may use the services of Consultant for these 
activities. 

3.9 A cell for facilitating the CDM benefits shall be created in the Nodal Agency. 

3.10 PFC will assist MoP in assessment of claims through TPIEA for conversion 
of Utility loans into grant for Part-A and Part-B projects respectively. 

3.11 The entire loan of MoP and later release / conversion of loan into grant shall 
be examined by PFC irrespective of source of loan funding. Thereafter the 
approval of R-APDRP Steering Committee will be obtained for conversion of 
loan into grant. 

3.12 PFC along with REC / other financial institutions shall be providing counter 
part funding of the schemes covered under re-structured APDRP.  

3.13 The disbursement of loans from GoI to State Power Utilities; conversion of 
loan into grant; payment to various agencies, consultants, vendors for 
various activities assigned shall be made by Ministry of Power through PFC. 
PFC shall maintain the proper account for all financial transactions. 

3.14 PFC shall provide secretarial support to APDRP Steering Committee in form 
of personnel, equipment & transport and also make arrangements for 
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workshops / seminars etc. under guidance of MoP for capacity building of 
utilities and for disseminating information on best practices in electricity 
distribution and arranging publicity of the APDRP etc. 

3.15 PFC may engage consultants for some or all of the activities, as and when 
required for effective and smooth implementation of the scheme.  

3.16 PFC shall be wholly responsible for implementation of the scheme to the 
Ministry of Power and appointment of consultants shall in no manner be 
construed to dilute its responsibilities. 

3.17 PFC shall carry out all the activities related to media, public relation, training 
(capacity building) of human resources in distribution sector. Creation of 
institutional mechanism for training needs under APDRP with focus on 
training need assessment, identifying specific course modules, designing 
curriculum, identifying partner training institutes & faculties and monitoring 
implementation against milestones / deliverables shall be responsibility of 
PFC.  PFC may appoint a consultant for these activities.  

3.18 Payment to the Nodal Agency as well as mechanism for payment shall be 
decided by the Steering Committee.         

 
4.0 Modalities of Implementing programme 

4.1 The Projects under the R-APDRP scheme shall be taken up by the Utility in 
Two Parts. Part-A shall include the projects for establishment of baseline 
data and IT applications for energy accounting/auditing & IT based consumer 
service centers. Part-B shall include regular distribution strengthening 
projects. 

4.2 Utility shall prepare DPRs of Part-A projects in-house or by appointing the IT 
Consultant through bidding from the panel of IT Consultants notified by the 
Nodal Agency and the same shall be submitted to Nodal Agency. 

4.3 The Utility shall implement Part-A Projects sanctioned under this programme 
on turnkey basis by appointing the IT implementing agency through the 
bidding process only from the Panel of IT Implementing Agencies notified 
by the Nodal Agency to ensure quality and expeditious implementation.  

4.4 Utility shall prepare DPRs of Part-B projects in-house or by appointing the 
Consultant from the panel prepared by the Nodal Agency and implement the 
same on turnkey basis. 
 

5.0 Project Funding 

5.1 The Central Govt. will release funds through Nodal Agency as loan to Utility 
under Part A and B Projects on such terms and conditions as decided by the 
Ministry of Finance. The applicable rate of interest and other Terms and 
Conditions will be as notified by GoI from time to time. This Agreement shall 
form integral part of the said Sanction Letter and all the terms and conditions 
set out in the said letter will be mutatis mutandis binding on the Utility and the 
Utility do hereby undertake to fully comply with the terms and conditions of 
these presents. 
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5.2 The Central Government shall provide 100% funds of the Part-A Project cost 
as loan. Where as under part B of the project, the Central Government shall 
initially provide upto 25% (Upto 90% for special category States) funds for 
the projects through loan from the Govt. of India. The present applicable 
Terms and Conditions of Government of India loan is at Annexure-I. 
However, these rate of interest & other Terms and Conditions are subject to 
change as notified by GoI from time to time. 

5.3 The Utility shall ensure that the balance funds of Part B Project (to be raised 
from PFC/ REC / multi-lateral institutions and/ or own resources) will be fully 
tied up within two months of the sanction of a Project and that this agreement 
will be appended to the Loan Agreement with Nodal Agency.  

5.4 The loan from the other FIs will be governed by the respective terms of the 
FIs 
 

6.0 Security / Guarantee of Government of India Loan  :  
 
6.1 Utility is required to ensure timely debt service for payment of principal, 

interest and other charges as applicable. 
 
6.2 Escrow Account: The Utility receiving loans under R-APDRP will have to 

open an escrow account in the bank for Part-A and Part-B to ensure debt 
servicing of Principal, interest and other charges. 

 
6.3 Charge on Assets: First charge (on pari-passu basis, if in syndication) shall 

be taken on the newly financed assets under the project. Wherever this is not 
possible or value of such assets is not adequate, charge can be taken on / 
extended to other assets of the utility. Existing assets shall be valued on 
depreciated replacement cost basis.  

 
Security shall be determined by applying coverage factor of 1.1 times of 
value of asset(s). Thus, where the assets financed under the loan do not 
cover the said factor, the utility has to provide other assets to meet the said 
factor. 

 
6.4 State Government Guarantee: State Governments shall also undertake that 

in case of default by the utility, all outstanding dues of the utilities shall be 
recovered from the Central Plan Assistance due to the States. 

 
6.5 The state Government Guarantee in the form of recovery from Central Plan 

Assistance due to state may be invoked after the invoking the escrow 
account and the peri-passu charge on assets. 

 
7.0 Loan Conversion 

7.1 The Central Government will permit the conversion of loans to Utility into 
grant along with interest thereon for Part-A & Part-B Project through Nodal 
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Agency after the approval of R-APDRP Steering Committee as per R-
APDRP Guidelines.  

7.2 The Utility loans for Project Part-A shall be converted into grant upto 100% 
once the project are completed within 3 years from the date of sanctioning of 
the project duly certified by TPIEA.  

7.3 The loan against Part-B projects shall be converted into grant, up-to 50% 
(90% for special category states) in 5 equal tranches every year, if the Utility 
achieves the target of 15% AT&C loss in the project area on a sustained 
basis on verification by the independent agency appointed by Nodal Agency, 
and the project is completed within the fixed time schedule. Loan from FIs 
shall be converted into grant only after the conversion of entire GoI loan into 
grant. 

7.4 If the utility fails to fulfill the conditions for conversion of loan to grant for Part-
A and/ or Part-B Project, the utility will have to bear debt service of balance 
loan and interest repayment etc.  

  
8.0 Fund release to the Beneficiary Utility 

8.1 The GoI loan from GBS for Part-A and Part-B shall be disbursed to the 
State Power Utilities through Nodal Agency as per the terms and conditions 
at Annexure - I.  

8.2 R-APDRP Guidelines/Orders and amendments/modifications thereof shall 
form part and parcel of this agreement. The „Order‟ of R-APDRP No. 
14/4/2008-APDRP dated 19.09.2008 is at Annexure-II. The „Guidelines‟ on 
R-APDRP No. 14/4/2008-APDRP dated 22.12.2008 is at Annexure-III. 

 
9.0 Independent Evaluation of Projects and the Programme (R-APDRP): 

9.1 The Utility shall ensure inspection and verification of project under R-APDRP 
by Third Party Independent Evaluation Agency (TPIEA) appointed by Nodal 
Agency. The Third Party Independent Evaluating Agencies (TPIEAs) shall 
carry out the following verification: 

 
(a) Base (starting) figure of AT&C loss of the project area: The state 

power utility / distribution Company shall ring fence each identified 
project area at the beginning of the programme. Three billing cycle 
data of energy inflow and outflow and corresponding revenue 
collected for the project area shall be furnished to the Independent 
Agency for verifying the base (starting) figure of AT&C loss of the 
project area. Part B projects will be taken up after verification of initial 
AT&C loss by Ministry of Power (MoP) through nodal agency. 
 

(b) The establishment of Base line Data System   (i.e. completion of Part-
A projects).  
 

(c) Yearly AT&C loss figures of project areas and State Power Utilities / 
Distribution Companies.  



R-APDRP –Quadripartite Agreement 7/15 

 
10.0 Incentive Scheme for Utility Employees 
 

10.1 The scheme also envisages the provision of incentives for the utility staff in 
towns where AT&C loss levels are brought below 15%. Each distribution 
company shall be required to implement an incentive programme for utility 
employees of the specific project area. Details of the incentive scheme and 
the milestones/achievements that trigger incentive payments shall be agreed 
to in the project proposals presented by each utility. A maximum amount 
equivalent to 2% of the annual grant converted for Part-B project will be 
allocated for this purpose additionally. The utility is expected to match these 
funds and disburse the total amount among its employees according to a 
suitably devised incentive scheme. A model scheme will be formulated by the 
Ministry of Power, on basis of which each utility must submit a duly approved 
incentive scheme for approval of the Steering Committee in the MoP prior to 
seeking disbursements under Part-B.  

10.2 State governments and distribution companies will work with the concerned 
regulator to ensure that a part of the financial benefits arising out of the 
AT&C loss reduction are also passed on to the consumers of the project 
area.  

 
11.0 Obligations/ Commitment of State Govt. & Utility 

11.1 The State Govt.  undertakes to comply the following  

a) Constitute the State Electricity Regulatory Commission. 

b) Constitute Distribution Reforms Committee (DRC) at the State level 
under the Chairmanship of the Chief Secretary/ Principal Secretary/ 
Secretary (Power/Energy) to monitor the Projects under R-APDRP at the 
State level.  

11.2 The Utility undertakes to comply the following  

a) Achieve the following target of AT&C loss reduction at utility level (Based on 
State Performance Report of PFC) every year as per R-APDRP Guidelines.  : 

Utilities having AT&C loss above 30%: Reduction by 3% per year 

Utilities having AT&C loss below 30%: Reduction by 1.5% per year    

b) commit a time frame for introduction of measures for better accountability at 
all levels in the project area;(System of periodical monitoring & review of 
technical, commercial and benchmark parameters to be introduced within 
one month of signing of the agreement) 

c) submit previous year‟s (as of 31st March) AT&C loss figures of identified 
project area as verified by TPIEA, in line with provisions of para 9.0 of this 
Quadripartite Agreement.  
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d) devise a suitable incentive scheme (para 10.0 of this Quadripartite 
Agreement) for staff linking to achievements of 15% AT&C loss in the project 
area. 

 
12.0 General terms and conditions  

a) The funds under the programme will be provided to the State Power 
Utility/ Distribution Company through PFC, the Nodal Agency. Budget 
provision for the funds shall be made annually by MoP, GoI. 

b) The Utility receiving APDRP assistance will have to open Project wise 
separate account/ sub-account head immediately, for separate 
accounting classification, both on the receipt and expenditure side for 
enabling proper audit certification. 

c) State Governments and Utility will work with the concerned regulator to 
ensure that a part of the financial benefits arising out of the AT&C loss 
reduction are also passed on to the consumers of the project area.  

d) The reduction of T&D losses as part of overall AT&C losses would also 
enable the Utilities to claim carbon credits for avoiding power generation 
(reducing CO2 emission) under CDM mechanism subject to necessary 
approvals. The state utilities will be encouraged to take advantage of 
CDM benefits for reducing the cost of the scheme and making it 
financially viable. 

e) The Utility shall also facilitate evaluation of implementation of the 
programme by a reputed 3rd party as decided by the Steering Committee.  

f) The loan under the programme through GBS from GOI shall be subject to 
the Terms and Conditions laid down by the Ministry of Finance/ GoI from 
time to time. 

g) Funds provided to the Utility under R-APDRP shall not be diverted for any 
other scheme or purpose.  

h) The Utility would be required to submit monthly progress report to Nodal 
Agency/ MoP and through its Web Portal in respect of progress of 
execution of project, fund utilization, etc.  

  
13.0 The Beneficiary Utility has assured the Central Govt. that the loan applied for 

and being granted by the Nodal Agency to the Utility will be within the 
borrowing powers of the Beneficiary Utility in accordance with the laws and 
bye-laws applicable to it and all formalities, required will be fully complied 
with. 

 
14.0 The Utility shall make available for the inspection of the Central Govt. / Nodal 

Agency or its nominated Agency all its books of account and other 
documents maintained by it and/or required to be maintained by it under any 
law, bye-laws or rules of the Utility and allow all facilities for the purpose of 
carrying out such inspection.   
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15.0 The Utility agrees and undertakes to execute, sign, seal and deliver all 
documents, papers, acknowledgements and other writings as may be 
required by the Central Govt./ Nodal Agency at any time during the pendency 
of this Agreement, more fully and effectively securing the moneys due and 
payable or to become due and payable by the Beneficiary Utility to the 
Central Govt. in terms of these presents and the Loan Agreement to be 
executed between the parties to these presents. 

  
16.0 The Utility shall not transfer or abandon the Project at any stage without 

written consent of the Nodal Agency. In case at any stage or on a future 
date, the Project is proposed to be transferred to any other organization or to 
be abandoned, the entire outstanding (e.g. principal, interest, interest tax, 
service charges, commitment charges, penal interest, interest on penal 
interest etc.) due from the Utility shall be paid to the Nodal Agency before 
any such transfer is effected. 
 

17.0 In the event of a default on the part of the Utility or any breach of the terms 
and conditions of these presents and the Loan Agreement to be executed 
between the parties to these presents, the Utility shall be liable to pay 
through Nodal Agency, all costs, charges and expenses incurred/to be 
incurred by the Central Govt./ Nodal Agency in connection with the 
negotiations and execution for the Agreement including legal expenses 
incurred for realization/recovery of the outstanding dues. 

 
18.0 The Nodal Agency shall without prejudice to its other rights and remedies be 

entitled to recall the loan at any time before the due date for repayment 
thereof, if the Utility fails to fulfill its obligations under this Agreement and/or 
in the event of its committing a breach of any of the terms thereof. The 
decision on whether a breach of the terms, of this Agreement and Loan 
Agreement, has been committed by the Beneficiary Utility or not, shall be 
decided - by the nodal agency/ MoP. 
 

19.0 Every notice, demand, request, consent, approval, waiver or agreement to be 
given or made hereunder shall, save as otherwise herein specifically 
provided, be in writing and in the English Language and shall be sent by an 
Email or delivered by hand or sent by mail (Registered Post/Speed Post) or 
by Fax and shall be deemed to haven been given and received, if delivered 
by hand, upon delivery, if sent by mail, the 3rd day (excluding Saturday, 
Sunday and other closed days) following the date of mailing, and if sent by 
Fax, the 2nd day (excluding Saturday, Sunday and other closed days) 
following the date of transmission.   

 
20.0 In the event of default by State Govt. or default by Utility of this MOA 

conditions, further approval of Projects and subsequent release of funds 
(loan/grants) under R-APDRP shall be stopped. 
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21.0 Any dispute arising out of this Agreement/interpretation of any clause may be 
referred to Secretary (Power), Govt. of India whose decision shall be final 
and binding on all parties. 
 

22.0 The mailing address and Fax number of the Utility, State Govt. and Central 
Govt. for purposes shall respectively be: 

 
 
for the Utility : __________  for Power Finance Corporation Ltd. 

 __________________   The Nodal agency (R-APDRP) 
 __________________   Urja Nidhi, 1, Barakhamba Lane,  
 __________________   Connaught Place, New Delhi–01 
 Fax No. ………………..   Fax No. : 011-23412545 
      

for State Govt. of __________  for MINISTRY OF POWER 
__________________   Shram Shakti Bhavan, Rafi Marg  
__________________   New Delhi – 110001  

  
Fax No. ………………..   Fax No. : 011-23711712 
  
In case there is any change in the mailing address the same shall be notified 
by the authorized signatory of these presents. 

 
23.0 Effective date and validity 

 
This Agreement shall come into force for all purpose and intents w.e.f. the 
date of execution of these presents and shall remain valid for a period of 7 
years or any extended period as decided by Central Govt./ Nodal agency. 
 

24.0 Any amendment or modification of this Agreement shall be made in writing 
by the parties to these presents or their authorized signatories on the terms & 
conditions mutually agreed between the parties. 
 

25.0 Termination of this Agreement 
 

This Agreement may be terminated at any time by any party after giving 
three months notice from either side subject to repayment of entire loan/ 
interest liability etc. by the Utility under R-APDRP 
                      

26.0 Governing Laws & Jurisdiction 
 
This Agreement shall be governed by Indian Laws and the Courts in 
Delhi/New Delhi alone shall have jurisdiction to entertain any suit or matter 
arising out of this Agreement. 

 
IN WITNESS whereof the parties hereto have executed these presents the day, 
month and year first herein written. 
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SIGNED AND DELIVERED BY 
(on behalf of MINISTRY OF POWER, Govt. of 

India) 
 
 Signature …………………………………….. 
 
Name & Designation ………………………… 
Address ……………………………………… 
……………………………………… 
 

 
in the presence of ……… 
 
Signature 
……………………………………….. 
 
Name & Designation ………………………… 
Address ……………………………………… 
……………………………………… 

SIGNED AND DELIVERED BY 
(on behalf of STATE GOVT. OF ………………) 
 
 Signature …………………………………….. 
 
Name & Designation ………………………… 
Address ……………………………………… 
……………………………………… 
 

 
in the presence of ……… 
 
Signature 
……………………………………….. 
 
Name & Designation ………………………… 
Address ……………………………………… 
……………………………………… 

SIGNED AND DELIVERED BY 
(on behalf of UTILITY………………………….) 
 
 Signature ……………………………………. 
 
Name & Designation ………………………… 
Address ……………………………………… 
……………………………………… 
 

 
in the presence of ……… 
 
Signature 
……………………………………….. 
 
Name & Designation ………………………… 
Address ……………………………………… 
……………………………………… 

SIGNED AND DELIVERED BY 
(on behalf of Power Finance Corporation 
Ltd) 
 
 Signature …………………………………… 
 
Name & Designation ………………………… 
Address ……………………………………… 
……………………………………… 
 

 
in the presence of ……… 
 
Signature 
……………………………………….. 
 
Name & Designation ………………………… 
Address ……………………………………… 
……………………………………… 
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Annexure - I 
 
Terms and conditions for loans from Government of India for re-structured 
APDRP as approved by Ministry of Finance are as follows: 
 
1. Terms of Loan: 
  
(a) Rate of Interest (For both Part-A & B) 
 
As notified by Ministry of Finance for “Others” at Sl No 4(iv) in the Table for 
Category of  borrower & type of loan, which is currently 11.50% per annum w.e.f. 
01.04.2008. 
 
(b) Moratorium Period 
 
Part-A: There will be moratorium on repayment of principal and interest on the loan 
for the sanctioned periods of execution which shall in no case exceed three years. 
 
Part-B: There will be moratorium on repayment of principal and interest on the loan 
for the sanctioned periods of execution which shall in no case exceed five years. 
 
(c) Tenure of Loan 
 
Part-A: The tenure of loan will be 10 years including moratorium period and 
repayments being made in annual equal instalments together with interest on the 
outstanding balance commencing after the expiry of moratorium period. The 
amounts payable annually (by way of principal and interest) would be recovered in 
ten equal instalments on 15th of every month from June to March each year. 
 
Part-B: The tenure of loan will be 20 years including moratorium period and 
repayments being made in annual equal instalments together with interest on the 
outstanding balance commencing after the expiry of moratorium period. The 
amounts payable annually (by way of principal and interest) would be recovered in 
ten equal instalments on 15th of every month from June to March each year. 
 
(d) Penal rate of Interest (For both Part-A & B) 
 
In the event of default in the repayment of instalment(s) of principal and/or interest, 
the penal interest @2.5% above the normal rate of interest (at which loan is 
sanctioned) would be chargeable on all such overdue instalments. 
 
Other terms and conditions of both Part-A&B would be as notified in the O.M. 
F.No.5(3)-B(PD)/2008 Dt 30.10.08 of MoF and modified subsequently by MoF from 
time to time. 
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2. Release / Disbursement of Loans: 
 
Part-A: 100% of the approved project cost shall be provided as loan from the Govt. 
of India through Gross Budgetary Support (GBS). The GoI loan shall be disbursed 
to the State Power Utilities through Nodal Agency as follows: 
 

a) Up to 30% of the project cost can be released as GoI loan up front on 
approval of the Project. 

b) 60% of project cost would be disbursed as GoI loan progressively against 
certified claims from Utility based on progress/ utilization against 
achievement of identified milestones. 

c) Balance 10% of the project cost would be disbursed as GoI loan only after 
full utilization of the loan disbursed through earlier tranches.  

 
Part-B: Up-to 25% of the approved project cost shall be provided through loan from 
the Govt. of India. The balance funds shall be raised from Financial Institutions (FIs) 
viz. PFC/REC / multi-lateral institutions and/ or own resources. For special category 
States (namely all North-Eastern States, Sikkim, Uttarakhand, Himachal Pradesh 
and Jammu & Kashmir), GOI loan up-to 90% of the project cost should be provided. 
The loan shall be disbursed to the State Power Utilities through Nodal Agency as 
follows: 
 
Non-Special Category States: 
 

a) 15% of the project would be released as GoI loan up front on approval of 
Project. 

 
b) Progressive Release of 75% of the project cost as loan from Financial 

Institutions (FIs) / own resources based on progress/ utilization against 
achievement of identified milestones. 

 
c) Balance 10% of the project cost would be disbursed as GoI loan only after full 

utilization of GoI and FIs‟ loans disbursed through earlier tranches. 
 
Special Category States: 
 

a. 30% of the project cost would be released as GoI loan up front on approval 
of Project. 

 
b. Progressive Release of 10% of the project cost as loan from Financial 

Institutions (FIs) / own resources based on progress/ utilization against 
achievement of identified milestones. 
 

c. 50% of project cost would be disbursed as GoI loan progressively against 
certified claims from Utility based on progress/ utilization against 
achievement of identified milestones 
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d. Balance 10% of the project cost would be disbursed as GoI loan only against 
full utilization of GoI and FIs‟ loans disbursed through earlier tranches.  

 
3. Conversion of loan into grant: 
 
Part-A: The loan along with interest thereon shall be converted into grant once the 
establishment of the required system is achieved and verified by an independent 
agency appointed by Ministry of Power (MoP). No conversion to grant will be made 
in case projects are not completed within 3 years from the date of sanctioning of the 
project. In such cases the concerned utility will have to bear full loan and interest 
repayment. The project will be deemed to be completed on the establishment of the 
required system duly verified by an independent agency appointed by MoP. 
 
Part-B: If the Distribution Utilities achieve the target of 15% AT&C loss on a 
sustained basis for a period of 5 years in the project area and the project is 
completed within the time schedule fixed by the Steering Committee, which shall in 
no case exceed five years from the date of project approval, up-to 50% (90% for 
special category states) loan against Part-B projects will be convertible into grant in 
equal tranches, every year for 5 years starting one year after the year in which the 
base-line data system (Part A) of project area concerned is established and verified 
by the independent agency appointed by MoP. If the utility fails to achieve or sustain 
the 15% AT&C loss target in a particular year, that year‟s tranche of conversion of 
loan to grant will be reduced in proportion to the shortfall in achieving 15% 
Aggregate Technical & Commercial (AT&C) loss target from the starting base-line 
assessed figure. Loan from GOI shall be converted into grant first. Loan from FIs 
shall be converted into grant only after the conversion of full GOI loan into grant.  
 
Whenever the loan from GoI and FIs will be converted into grant, interest and other 
charges paid on the converted amount will also be treated as grant & reimbursed to 
Utility. For the loan and interest which could not be converted into grant on account 
of not meeting the conditions of conversion, the utility / state will have to bear the 
balance burden of loan and interest repayment.  
 
4. Security of GoI loan: 
 
Utility is required to ensure timely debt service for payment of principal, interest and 
other charges as applicable. 
 
Escrow Account: The Utility receiving loans under R-APDRP will have to open an 
escrow account in the bank for Part-A and Part-B to ensure debt servicing of 
Principal, interest and other charges. 
 
Charge on Assets: First charge (on pari-passu basis, if in syndication) shall be 
taken on the newly financed assets under the project. Wherever this is not possible 
or value of such assets is not adequate, charge can be taken on / extended to other 
assets of the utility. Existing assets shall be valued on depreciated replacement cost 
basis.  
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Security shall be determined by applying coverage factor of 1.1 times of value of 
asset(s). Thus, where the assets financed under the loan do not cover the said 
factor, the utility has to provide other assets to meet the said factor. 
 
State Government Guarantee: State Governments shall also undertake that in case 
of default by the utility, all outstanding dues of the utilities shall be recovered from 
the Central Plan Assistance due to the States. 
 
The state Government Guarantee in the form of recovery from Central Plan 
Assistance due to state may be invoked after the invoking the escrow account and 
the pari-passu charge on assets. 
 


