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Sub : Passing of External Loans availed by State Government to Autonomous Institutions (Boards/
Authorities/Corporation) - Terms & Conditions and other procedural aspects

Read : 1. The Karnataka Financial Code, 1958

2 No. F.4 (17)-B(SE)79.Gol, Ministry of Finance, DEA Dated 28/06/1980
3.  The External Aid Manual- Department of Economic Affairs
4

G.O. No. FD 01 BLA 2013, Dated 26-11-2013.

PREAMBLE :

Government of Karnataka avails External Aid (Loans) through Government of India to implement projects in areas like Health
Irrigation, Urban Development, Rural Development and Public Works. The Externally Aided Projects are being implemented by Different
Departments of Government and various Autonomous Institutions (Boards/ Authorities/Corporation) like BESCOM, BWSSB, BBMP,
BDA etc.,

The External Assistance to the state is passed on by Government of India as Additional Central Assistance. For the Loans
signed prior to 2005 April the assistance is passed on by Government of India as loan and grant in the ratio 70:30 (70% Loan & 30%
Grant). That is, the Loan/Grant received by the Donor Agency irrespective of the interest rate is passed on as loan and grant. The
fluctuation in the exchange rate is borne by the Government of India. The loan portion of the State Government is returned to
Government of India in Indian rupee as part of Block Loans for State Plan Schemes and the interest rate is fixed by the Government of
India, which varies from time to time.

This policy was changed from 1% April 2005, and the assistance is now passed on Back to Back basis i.e, as per the loan
conditions of External Agency and fluctuation in the exchange rate to be met by the concerned state.
The External Aid is passed on to Government Department, para-statal organization and Autonomous Institutions. In the case

of Autonomous Institution MoU is generally signed for passing on the loan, but specific terms & conditions are to be issued separately.

In view of this, the Project Monitoring Unit, Finance Department has to frame, in each case, Terms & Conditions for
repayment of external loan passed on to various Autonomous Institutions (Boards/ Authorities/ Corporation) like BESCOM, BWSSB,
BBMP, BDA etc., to implement projects. Therefore, in order to bring in uniformity in the procedures it has been decided to frame general
terms & conditions for repayment of external loans passed on to the Autonomous Institutions. Hence, this order.

GOVERNMENT ORDER NO. FD 19 PMU 2015, BENGALURU DATED 30" MAY 2015
1. Types of Loans:

There would be two categories of loans - Block loans for loans signed prior to 1st April 2005 and Back to Back loans for loan
signed after 1st April 2005.
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A. Terms & Condition for Block loans Disbursal:

1.
2.

10.

The External assistant (ACA) is released as 70% loan & 30% grant.

The loan portion will carry the interest rate fixed by Government of India, Ministry of Finance, Department of
Expenditure, Plan Finance-1 Division from time to time.

The maturity period of the loan will be 20 years and repayments being made in 20 annual equal instalments
together with interest on the outstanding balance commencing from the following year. However, 50% of these
loans will enjoy a 5 year grace period, after which repayment of these loan will be effected in 15 annual equal
instalments.

The amounts annually payable (by way of Principal and Interest) would be recovered half-yearly.

The Repayment of loan (Principal & Interest) by the autonomous institutions commences after loan is completely
drawn.

The borrowing institutions shall pay penal interest at the rate of 2.75% of the month in the event of any delay in
payment of the loan and interest to the state Government and the State Government will also be at liberty to debit
the loan amount or the payment of interest outstanding along with the penal interest From subsidy and grants
payable to the borrowing institutions.

Waiver of principal and interest dues shall not be considered,
Requests for modifications of terms & conditions loans would normally not be encouraged.

Conditions for pre-payment of Principal and Interest dues shall be decided by the Finance Department as and when
the borrowing institutions propose for pre-payment.

Government reserve to themselves the right to vary the rates of ordinary and penal interest in particular cases
according to circumstances.

B. Terms & Condition for Back to Back loans disbursal:

1.
2.
3.

2. Applicability :
1.

3.

The External assistance (ACA) is released as 100% loan
The loan will carry the interest rate as fixed by the Donor Agency in the loan Agreement

The borrowing institutions shall be liable to bear exchange rate fluctuations and pay the INR equivalent of principal
& interest due in different currencies (Dollar, SDR Yen etc.,).

The repayment of principal is as per the Amortization schedule in the loan agreement.

The borrowing institutions shall pay penal interest at the rate of 2.75% of the month in the event of any delay in
payment of the loan and interest to the state Government and the State Government will also be at liberty to debit
the loan amount or the payment of interest outstanding along with the penal interest from subsidy and grants
payable to the borrowing institutions.

Waiver of principal and interest dues shall not be considered.

Requests for modification of terms & conditions of loans would normally not be encouraged. However, if the
Government of Karnataka opts for changes in loan condition with the External Funding Agency the same conditions
will be extended to the Borrowing Institutions.

Conditions for pre-payment of Principal and Interest dues shall be decided by the Finance Department as and when
the borrowing institutions propose for pre-payment.

Government reserve to themselves the right to vary the rates of ordinary and penal interest in particular cases
according to circumstances.

The Loan conditions mentioned at S1.No. A above is applicable to loans signed prior to 1st April 2005 for
implementing Externally Aided Projects by the various Autonomous Institution (Boards/Authorities/Corporations)
(Block loans)

The loan conditions mentioned at SI. No. B is applicable to loans signed after 1st April 2005 for implementing,
Externally Aided Projects by the Various Autonornous Institutions (Boards/Authorities/Corporations) (Back to Back
loans).

The loan conditions mentioned at SL No. A & B will not apply when External Aid /Assistance is released as Grant.

3. Loan Sanction & Repayment Orders:

1.

The Administrative Department has to necessarily mention the debt servicing responsibility of the respective
Autonomous Institutions/Boards/Corporations while issuing Government Order for Implementation of Project,
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specifying the tenure of loan, nature of the loan and exact purpose for which the loan is sanctioned viz. Sanction

Order.

2. The Administrative Department has to issue terms and conditions of loan as per SL No. A & B after the closure of
Loan drawal from the Donor agency, in the prescribed format i.e, Annexure-| if the terms & conditions of loan is at
variance with general terms & conditions listed at SL A & B, then the loan repayment terms & conditions should

specifically mention this aspect.

3. Prior concurrence of Finance Department should be obtained for issue of terms & conditions.

4. The Repayment (Terms & Conditions) Order should also mention the prescribed authority (Preferably the Internal
Financial Advisors of Respective Department Heads/Secretariat Heads) responsible for maintaining Demand and
Collection Book (DCB) loan recovery details, issue of acceptance of balance of the loan and periodical reconciliation

of accounts with Finance Department (Project Monitoring Unit).

5. Copies of Loan Sanction and Repayment Orders should be sent immediately after issue to the Finance Department,

Project Monitoring Unit.

4. Review and Monitoring of Loan recovery

1. The prescribed authority shall keep close watch on timely repayments of loans and recovery of interest thereon. A
notice shall be given to the borrowers at least a month in advance of the due date of payment of instalments of
principal and/or interest thereon as prescribed in Annexure-Il. All and hence non-receipt of this notice shall not be

allowed as an excuse/reason for the borrower not to pay his dues in a timely manner.

2. Loan repayment interest payments due from the borrowers shall also be reviewed by the prescribed authority on a
quarterly basis and where any default has occurred, a fresh notice shall be served on the borrower seeking payment

of over dues along with applicable penal interest as prescribed in Annexure-IlI.

3.  The prescribed authority shall maintain the registers and compile the Demand collections and balances at the end of
each quarter of the financial year in prescribed format Annexure-1V. The prescribed authority shall regularly forward

the report to Finance Department, Project Monitoring Unit.

5. General Instructions/Provisions

1. Proposal for new loans (External loan) shall be considered only on the basis of repayment of outstanding loans.

2. Amendments to the provisions contained in the Karnataka Financial Code (K.F.C) 1958 would be carried out and

these would be issued separately.
By Order and in the name of the Governor of Karnataka
PRACHI PANDEY
Additional Secretary to Government
(Fiscal Reforms)
Finance Department

Annexure-l
Annexure to G.O. No. FD 19 PMU 2015, Bengaluru, dated 30/05/2015
TERMS AND CONDITIONS OF THE LOAN

Sl. No. Details Terms & Conditions
1 Name and address of the Borrower
2 Loan Sanction Order No. & Date
3 Loan Amount (in Rs.)
4 Purpose of Loan
5 Term of loan
(Whether short term/medium term/long term)

6 Heads of Account for:

i. Principal repayment

ii. Interest payment
7 Rate of Interest applicable:
8 Rate of Penal interest (on overdue principal & interest)
9 Actual Tenure of loan (in years)
10 Moratorium period (only for Principal), if applicable
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11 No. of installments allowed for repayment of Principal

12 Frequency of principal repayment (half yearly/annually)

13 Frequency of interest payment (half yearly/annually)

14 Designation of the authority responsible for reconciliation of accounts
with FD (PMU) periodically) maintaining D.C.B. of the loan etc.

Annexure Il
Annexure to G.O. No. FD 19 PMU 2015, Bengaluru, dated 30-05-2015

Advance Notice intimating the Loan Repayment & Interest Payment

To,

As per the terms and conditions of the Loan sanctioned by this department, vide Government Order No --------- dated ----- for
an amount of Rs. ------ the half yearly/annual repayment installment of Principal of Rs ------ and half yearly payment installment of
interest of Rs -----—-- will become due on ----

The payment of these dues should be made within the due date prescribed above. Any delay in payment would lead to
imposition of penal interest being charged on over dues as per the loan sanction order.

The Principal and Interest should be remitted to the following Heads of Account using separate challans,
(a) Principal -------

(b) Interest -------

The remittance of funds shall be accompanied by Challan in duplicate giving the following details.

(a) Name of the Department sanctioning the Loan
(b)

(c)  Number and Date of the loan sanction order along with the amount of loan sanctioned.
(d)

Name of the borrower

Amount remitted for interest payment and principal repayment separately along with the specific heads of account to
which these amounts are to be adjusted in Government Accounts.

Yours faithfully.
Annexure- Il

Annexure to G.O. No. FD 19 PMU 2015, Bengaluru, dated 30-05-2015

Notice seeking repayment of overdues

You are hereby intimated that the following amounts which fell due on, -------- in respect of loans(s) sanctioned vide G.O. No. -

(iii) Penal Interest ---

You are directed to deposit the above amounts to the Heads of Account shown below immediately on receipt of this notice.
(i) Principal repayment HOA

(i) Interest/Penal Interest HOA.

In the event of you failing to make these payments, other measure to recover the dues will be initiated at the earliest. Besides,
all further tranches of loans, fresh loans and grants would be stopped.

In case, the payment in question has already been made to Government, particulars of such remittance and the dates on
which it was made may be furnished immediately.

Yours faithfully,



wn 0 BIOFEIF CORTE, MHTHTT, WD U, 200 €08
Annexure-1V (G.O. No. FD 19 PMU 2015, dated 30-05-2015)
Statement of loans and advances sanctioned, recovered and outstanding
Department :
Reasons
L for non-
Sl. o.an Amount Rate of Terms of Principal Interest Principal Interest Balance recovery/
Sanctioned
No. (Rs.) Interest Repayment Due due paid paid as on non
No. & Date
adjust
ment
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