A

VN

Y

| s——

s — Fﬁ?@ Ju

Ministry of Finance

New.

S "'7{’{‘ kg\ .

o

R

i

F.No. 10/12/2005-INF

epartment of Economic Affairs

Leaslys sraisg

CS/Gex. Cpf /59\

Delhi, dated 4" January, 2006

s OFFICE MEMORAND

Subject: Establishment of a Special Purpose Vehicle (SPV) for funding

infrastructure
)
In partial modification of the Office Memorandum of even number dated
23" November, 2005, please find enclosed the Scheme for the India
Infrastructure Finance Company Ltd. (IIFCL). The enclosed Scheme supercedes
the Scheme circulated vide the Office Memorandum dated 23" November,
2005.
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The Secretary, .
Ministry of Shipping, Road Transport & Highways
Department of Road Transport & Highways,

Transport Bhavan,
New Delhi.

The Secretary, .

Ministry of Shipping, Road Transport & Highways,
Department of Shipping & Ports,

Transport Bhavan, New Delhi.

The Chairman,
Railway Board, Rail Bhavan,
New Delhi.

The Secretary,
Ministry of Civil Aviation,
Rajiv Gandhi Bhavan, New Dethi.

The Secretary,
Ministry of Power,
) Shram Shakti Bhavan, New Delhi.

The Secretary, .
Ministry of Urban Development
Nirman Bhavan, New Delhi.

The Secretary,

Ministry of Water Resources,
Shastri Bhavan,

New Delhl.

The Secretary,

Ministry of Petroleum & Natural Gas,
Shastrl Bhavan, New Delhl.

The Secretary,

Department of Company Affairs,

Shastri Bhavan, New Delhi.

The Secretary, e
Ministry of Tourism,

Transport Bhavan, New Delhi.

All Chief Secretaries of States/UTs
Finance Secretaries of all States/UTs
Reslident Commissioners of all the States/UTs

Joint Secretary (BO&A), Financial Sector ~ for information and further
necessary action.




Scheme for Financing Viable Infrastructure Projects through a
Special Purpose Vehicle called the India Infrastructure Finance
Company Limited (IIFCL)

Whereas the Government of India recognizes that there is significant deficit in
the availability of physical infrastructure across different sectors and that
this is hindering economic development.

Whereas the development of infrastructure requires debt of longer
maturity to supplement the debt funds presently available; and

Whereas the Government of India recognizes that such debt is
usually not available because of the following constraints:

[a]. Absence of benchmark rates for raising long term debt from the
market;

[b]. Asset-liability mismatch of the tenor of debt in case of most financial
institutions; and '

[c]. High cost of long term debt

Now, therefore, the Government of India has decided to put into effect
the following scheme for providing financial support to improve the viability
of infrastructure projects.

Short Title and Extent

The Scheme will be called the Scheme for financing Viable Infrastructure
Projects. It will be administered by the Ministry of Finance through
IIFCL.

The Scheme will come into force with immediate effect.

Definitions
In this Scheme unless the context otherwise requires:

[al. Empowered Committee means a Committee set up for the
purposes of this Scheme under the chairmanship of Secretary
(Economic Affairs) and including Secretary, Planning Commission,
Secretary (Expenditure) and Secretary of the line Ministry dealing
with the subject;

[b]. IIFCL means the India Infrastructure Finance Corporation Ltd (A
company to be incorporated under the Companies Act, 1956) -

[c]. Lead Bank means that financial institution (Fl) that is funding the
infrastructure project by providing debt to an extent not less that
25% (twenty five percent) of the total project debt and designated
as such by an inter-institutional group or consortium of financial
institutions.

[d] Long Term Debt means the debt provided by the IIFCL to the
Project Company where the average maturity for repayment
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exceeds 10 years;

[e]. Private Sector Company means a company in which 51% or more of
the subscribed and paid-up equity is owned and controlled by private
entities;

[f]. Project Company means the company which is
implementing the infrastructure project for which assistance is to be
given by the ITFCL,

[g]. Project Term means the duration of the contract or concession
agreement for a PPP project;

[h]. Public Private Partnership (PPP) Project means a project based on
a contract or concession agreement, between a Government or a
statutory entity on the one side and a Private Sector Company on
the other-side, for delivering an infrastructure service on payment of
user charges;

[il.  Public Sector Company means a company in which 51% or more

of the subscribed and paid-up equity is owned and controlied by the

Central or a State Government, jointly or severally, and includes any

) undertaking designated as such by the Department of Public

- Enterprises and companies in which majority stake is held by Public
Sector Companies other than financial institutions.

(. Total Project Cost means the lower of the total capita! Cost of the

project:
[il. asestimated by the government/ statutory entity that owns the
project;

[ii]. assanctioned by the Lead Bank; and
[ii]. asactually expended

But does not include the cost of land incurred by the government/ statutory
entity.

4. Funding of IIFCL

41  Apart from its equity, the IIFCL shall be funded through long-term debt
raised from the open market. This debt can be any or ail of the following:

Y [a]. Rupee debt raised from the market through suitable
instruments created for the purpose; the IIFCL would ordinarily
raise debt of maturity of 10 years and beyond.

[b]. Debt from bilateral or multilateral institutions such as the
World Bank and Asian Development Bank.

[c]. Foreign currency debt, including through external
commercial borrowings raised with prior approval of the )
Government

4.2  The IIFCL would raise funds as and when required, for on lending, in
consultation with the Department of Economic Affairs. The magnitude of
funds raised would be determined by demand from viable infrastructure
projects. To the extent of any mismatch between the raising of funds and
their disbursement, surplus funds would be invested in marketable
government securities. '
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The borrowings of IIFCL may be guaranteed by the Government of India.
The extent of guarantees to be provided shall be set at the beginning of
each fiscal year by the Ministry of Finance, within the limits available under
the Fiscal Responsibility & Budget Management Act. However bonds issued
by IIFCL, unless otherwise directed by Government of India, will not
be included against Statutory Liquidity Ratio requirements. For 2005-06,
the extent of guarantee to be provided by Government of India will be
Rs.10,000 crore. ~ ‘

The guarantee fee payable by the IIFCL would be 0.25% per annum on
outstanding balances.

The facility of guarantees including the terms for guarantee will be
reviewed after 5 years, and its continuation shall be subject to the outcome
of the review.

Eligibility

The IIFCL shall finance only commerci
projécts may.alsg foied ;
Teceivingvia dgna hemg-

In order to be eligible for funding under this Scheme, a project shall meet

the following criteria;

[a]. The project shall be implemented (i.e. developed, financed and
operated for the Project Term) by:

[i. A PublicSector Company;

[ii]. A Private Sector Company selected under a PPP initiative; or

[iii]. A Private Sector Company

Provided that the SPV shall assign overriding priority to Private Public
Partnership projects that are implemented by Private Sector Companies
selected 'through a competitive bidding process.

Provided further that a Private Sector Company, other than that defined in
the first proviso above, would not be eligible for direct lending by the
SPV and may be funded only through the refinance mode. The total
lending for such private projects shall not exceed 20% of the lending
programme of the SPV in any accounting, year. The eligibility for direct
lending and/or raising the limit of 20% will be reviewed at the end of
one year having regard to the progress made in funding public sector
and PPP infrastructure projects. '

[b]. Provided that in case of Railway projects that are not
amendable to operation by a Private Sector Company, the
Empowered Committee may relax the eligibility criterion relating
to operation by such company.

[c].  The project should be from one of the following sectors:

[i(. Roads and bridges, railways, seaports, airports, inland
waterways and other transportation projects;

[iil. Power;

[iii]. Urban transport, water supply, sewage, solid waste
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