Preface
1.
One of the major functions of the Department of Economic Affairs is to access external assistance from all
multilateral as well as bilateral partners. It is well known that, during the last 50 years or so, India has been amongst
the most important countries receiving external development assistance. Our endeavor has always been to attract
and utilize assistance within the parameters of our national policies and priorities, so that it complements the efforts
of the Government of India in achieving its objectives.
2.
There is little doubt that the foreign assistance received by us has played a vital role in the provision of public
goods and in meeting our infrastructure needs. The programmes have benefitted the country not only through the
provision of additional resources but also by the sharing of best practices and transfer of skills and knowledge from
the developed countries.
3.
The “Handbook on Systems and Processes on Bilateral Official Development Assistance” is an attempt to
document the Government of India’s policies and procedures with regard to external development assistance from
bilateral sources. The absence of a comprehensive manual giving details of all the system, mechanisms and processes
was deeply felt in the Bilateral Cooperation (BC) Division, which is the nodal Division dealing with all aspects of
assistance from bilateral sources. The existence of major gaps in the understanding of various issues was especially
sensed during the reviews of externally assisted projects with the State Governments, Line Ministries and the Project
Implementing Authorities.
4.
Hence, an intensive exercise was undertaken to document in detail each and every aspect of bilateral assistance,
right from conceptualization of the project till the time of its evaluation. While the programmes and projects vary
widely across many different sectors, the systems and processes are broadly the same. Thus, the effort has been to
put together the important schemes and structures in one place so that this handbook serves as a reference point for
all those involved in the various aspects of project preparation and its implementation.
5.
I am sure that this Handbook will serve as a guide to not only officials of the Government of India, State
Governments, Public Sector undertakings but also to the general public in understanding the complexities involved
in accessing and utilizing the external assistance.
6.
I would like to take this opportunity to compliment the BC Division for their hard work and diligence in
preparing this Handbook.

(R. Gopalan)
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Introduction
Mandate of the Department of Economic Affairs with respect to
external development assistance
The Constitution distributes powers between Parliament and State legislatures
as per the lists of entries in the Seventh Schedule to the Constitution. Under
the Seventh Schedule of the Constitution, Union Government i.e., Government
of India has been vested with powers to decide on the matters relating to
“(i) Foreign affairs; all matters which bring the Union into relation with any
foreign country, (ii) Entering into treaties and agreements with foreign countries
and implementing of treaties, agreements and conventions with foreign countries,
and (iii) Foreign loans”.
As per Government of India (Allocation of Business) Rules, 1961 Department of
Economic Affairs (DEA) in the Ministry of Finance acts as nodal Department for all
matters relating to:
i.

Loans, credits and grants from foreign countries, special agencies, nongovernmental foundations agencies and voluntary bodies;

ii.

Loans, credits and grants from multilateral agencies;

iii.

Technical and Economic assistance received by India as under:
a. The United Nations Technical Assistance Administration Programmes.
b. Ad-hoc offers of technical assistance from various foreign countries,
special agencies, non-Government entities.
c. United Nations Office of Project Services.

iv.

Technical assistance received by India from or given to foreign governments,
international institutions and organizations, except such as are relatable to
subjects allocated to any other Department.

Accordingly, all Central Ministries/Department, Central Public Enterprises and
State Governments including their other organizations like urban local bodies;
State Public Sector Enterprises are required to route their proposals through DEA
for accessing external development assistance from bilateral and multilateral
sources.
DEA has four Divisions for handling the subjects related to externally aided projects.
Bilateral Cooperation Division accesses the external development assistance
from the bilateral sources excluding Russia whereas Multilateral Institutions
Division plays the same role for accessing the funds from multilateral financial
institutions including, World Bank, Asian Development Bank, International Fund
for Agricultural Development, etc. Externally aided projects funded by Russia and

“

Department of
Economic Affairs
acts as the nodal
department
for all matters
relating to
external
development
finance.

”
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“

Bilateral
Assistance
is accepted
from all G-8
countries and
the European
Union. Non
G-8 members of
EU can provide
Development
Assistance,
subject to a
minimum of
US $ 25 million
per annum.

”

UNDP are handled in Multilateral Relations Division. The Aid, Accounts and Audit
Division (AAAD) in the Department is responsible for implementing the financial
covenants laid down in the agreement(s) executed by the DEA and the external
funding agencies.
The organization chart of the Divisions in the Ministry of Finance handling the issue of
external aid is at Appendix 1.

Role for external development assistance
The role of external assistance has been manifold but evolving in the Indian context.
It initially imparted support for the country’s balance of payment and foreign
exchange needs and to promote food security. It also helped to release resources
for meeting crucial poverty-alleviating expenditure. Over time, the role of external
assistance either for meeting food security requirements or balance of payment
support has become increasingly insignificant. However, given the competitive
cost of such resources as well as their long-term availability, external development
assistance continues to be useful as it also provides access to improved technology
and best practices besides supporting projects in the social and infrastructure
sectors and strengthening human and institutional capacities.

Sources of bilateral development assistance
External development assistance, comprising loans, technical cooperation and grants,
is accepted from multilateral and bilateral sources. Currently, all G-8 countries and
the European Union are sources of bilateral assistance. Non G-8 European Union
countries can also provide such assistance provided that they commit a minimum
annual development package of US$ 25 million.
All countries can provide bilateral development assistance directly to autonomous
institutions, universities, NGOs subject to extant rules/procedures in this regard.

Recipients of external development assistance and
classification of projects
External development assistance from bilateral and multilateral sources is received
largely by the Government of India (i) for projects/programmes in the Central sector
and (ii) on behalf of the State Governments for State sector projects/programmes
to be implemented by the State Governments and/or local bodies and public sector
undertakings. External development assistance to Central Public Sector Undertakings/
Financial Institutions and non-governmental organizations flow directly to these
bodies without routing the funds through the Government of India accounts.
The projects/programmes are mainly classified as Central projects and State
Projects.


Central Projects are the projects implemented by Central Ministries/
Departments, Central Public Enterprises, Financial Institutions and
Central autonomous bodies like Port Trusts. Some Central Projects are
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implemented as Centrally Sponsored Schemes. These schemes are extended
by the Union Government to States under Article 282 of the Constitution
and backed by Central government grant money. Depending on the nature
of the scheme, there is an expenditure sharing arrangement in which either
the Central Government meets 100% expenditure or it is shared on predefined basis.


State Projects are implemented by State Government Departments and
State Public Enterprises, State Financial Institutions and State autonomous
bodies.

From the accounting point of view, AAAD classifies externally aided projects and
programmes into two categories namely “Government Projects” and “NonGovernment Projects”.


Government Projects: The projects and programmes where the external
funds are being routed through the Consolidated Fund of India are
classified as “Government Projects”. These include projects implemented
by Central Government and State Governments. Government of India acts
as borrower/recipient in all such cases and all financial obligations for
repayment of loans and interest payments to external funding agencies are
met by the DEA through AAAD.



Non-Government Projects: Under the extant guidelines, Central Public
Enterprises and Financial Institutions, receive external assistance directly
from the multilateral or bilateral source. Concerned Central Public
Enterprise/Financial Institution acts as borrower in such cases and
Government of India provides sovereign guarantee where required. Such
projects are classified as “Non-government Projects” and all repayments of
loans and interests to external funding agencies in such cases are directly
done by concerned borrower.

Some external development partners like French Agency for Development (AfD)
sometimes classify projects as sovereign and non-sovereign Projects/programmes,
where Government is either borrower/recipient or guarantor, are called “Sovereign
Projects” and the projects for which the external development agencies are directly
providing the funds to Central Public Sector Undertakings/Financial Institutions
without sovereign guarantee are called “Non-sovereign Projects”.

Types of bilateral development programmes
Bilateral development assistance can broadly be categorized into following types:


Project Finance: Project Finance is utilized to finance specific purpose such
as construction or maintenance of roads, power plants, irrigation, water
supply and sewerage facilities. The bilateral development assistance is used
for the procurement of facilities, equipment and services, or for implementing
civil works and other related works. Sometimes project finance is utilized for
engineering services also at planning and appraisal stages of the projects.
The activities in such cases include reviews of feasibility studies, detailed
designing and preparation of bidding documents.

“

External
development
finance is
utilized
for Project
finance; Sector
Programme
Finance; Lines of
Credit; Technical
Co-operation.

”
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Sector Programme Finance: Bilateral development assistance is
provided to support development policies and institutional reforms in a
specific prioritized sector, as in the education sector. Programme finance
is channeled as budget support, uses local accounting systems and may
not be linked to specific project activities. Generally, conditionalities and
milestones are set for measuring the performance of the programmes and
the bilateral development assistance is disbursed in tranches as milestones
are achieved and conditionalities are fulfilled. Components requiring
capital expenditure are also sometimes included in such programmes.
 Financial Intermediary Loans (Lines of credit): Financial intermediary
loans are provided to the financial institutions like SIDBI, NABARD, etc.
for the implementation of selected activities, such as the promotion of smalland medium-scale enterprises in manufacturing; promotion of self-help
groups in agriculture, watershed development; and promotion of usage of
alternative sources of energy. These loans act as ‘two-step loans’ because
the fund utilization process involves two or more steps for channeling the
funds to the end-beneficiaries who could be in the private sector.
 Technical Cooperation: External agencies implement technical cooperation
programmes for enhancing the abilities of individuals, groups, institutions
and organizations through capacity development, including advisory and
technical expertise services and trainings. Technical cooperation programmes
are mainly aimed at skill upgradation, organizational strengthening and
procedural improvements. Technical cooperation programmes are provided
as grants and normally take the following forms:


i.
ii.
iii.
iv.
v.
vi.

Consultancy services to carry out any activity related to development;
Organizational reinforcement through provision of management and
other operational or advisory personnel;
Provision of advisers in policy analysis and formulation;
Training;
Research and studies, including feasibility studies for capital projects;
and
Assistance for implementation of capital projects in the form of
accompanying measures.

Grants, loans and concessionality

“

Loans must
have 25%
concessionality,
for it to qualify
as Official
Development
Assistance.

”

External development assistance mainly comes in two forms: grants and loans. Grants
are transfers made in cash, goods or services without any obligation to repay whereas
on loans, borrower has the obligations to repay principal, interest and any other charges
agreed between the external agencies and the borrowers.
Concessionality (also called grant element) is a measure of the "softness" of a loan
reflecting the benefit to the borrower compared to a loan at market rate. In broad terms,
the concessionality of a loan is higher (i) the lower the interest rate, (ii) the longer the
grace period, (iii) the longer the maturity period, and (iv) the more back-loaded the
repayment profile.
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For the purpose of defining bilateral development assistance as Official Development
Assistance (ODA), loans must have concessionality of at least 25%.
(Grants have 100% concessionality. Among loans, World Bank’s International
Development Association (IDA) loan is the most concessional lending window.
Except for the 0.75% service charge, an IDA loan is interest-free, grace period is
10 years, and it is to be repaid within 40 years. The grant element of IDA loan is about
70%. The IDA loan being offered by World Bank to India (which is called IDA Blend) is
has slightly lower grant element as it has the maturity of 25 years instead of 40 years as
in the case of pure IDA loans. World Bank is also charging interest rate @ 1.25% under
IDA loans being provided to India-To be checked by MI Division).
Among the bilateral agencies, only DFID (UK) and the European Union provide
development assistance to Government of India in the form of grants. The development
assistance being received from all other bilateral agencies is mainly in the form of
loans with varying degrees of concessionality.
The main terms and conditions for loans from main bilateral partners are at
Appendix 2.
For technical cooperation projects, donors provide advisory services and no fund
flow takes place. However, external agencies report their expenditure on technical
cooperation as grant to Organization for Economic Cooperation and Development
(OECD). Thus, the concessionality for technical cooperation project is 100%.

Currency risk and concessionality of Official Development
Assistance
Official flows from foreign governments is defined as Official Development
Assistance (ODA) by the OECD if it has a grant element of at least 25 percent,
calculated against a notional reference rate of 10 percent per annum. As the longterm interest rates in most donor countries are now below 10 percent, and therefore
attaining 25 percent grant element level has become easier. Therefore, as per the
OECD, to qualify as ODA, loans must still be concessional in character, i.e., below
market interest rates.
The discount rate of 10 percent for the calculation of the grant element is used
irrespective of the country of origin of ODA. As the discount rate used in the
calculation of the grant element is not the interest rate at which ODA is given by
the donor country, it does not really give a correct idea about the concessionality.
The difference in the interest rate on ODA and interest rate on commercial
borrowing for the same tenor and currency, i.e., savings in the interest rate compared
to the commercial borrowings, would give a better idea of the concessionality of
ODA.
In the following paragraphs of this sub-section we explain how interest rate
concessionality of ODA loans can be calculated. The other important purpose of this
exercise is to help prospective borrowers understand the cost of raising resources
though ODA compared to the commercial borrowing from that donor country.
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Comparing cost of ODA with domestic borrowing is not possible for all tenor of loans
but has been explained in the context of the JICA loan to SIDBI.
ODA loans carry low interest rate and offer varying degrees of concessionality. There
is always a currency risk associated with ODA loans as they are in foreign currencies.
Therefore, the true extent of concessionality of these loans can be obtained only after
considering the cost of hedging the currency risk of these loans. The cost of hedging
plus the interest rate of ODA loans would provide good indication of rupee-equivalent
interest rate for ODA loans.
The ODA loans generally have long tenor, e.g., in case of Japanese ODA loans minimum
tenor is 15 years and maximum is 40 years. However, the liquid market for hedging
exists for tenor of up to 5 or 10 years. As the market for hedging the currency risk
of long tenor loans is highly illiquid, assessment of the hedging cost for long tenor
ODA loans would be unreliable. Thus, if we follow above method it is not possible
to find are liable estimate of the equivalent Rupee cost of borrowing for long
tenor ODA loans and therefore we cannot determine the concessionality of these ODA
loans.
However, some idea about the net cost of borrowing can be given. SIDBI has taken
JICA loans of varying tenor and their borrowings in foreign currency are hedged.
For SIDBI the JPY interest rate was 0.4% for a loan of 15 years tenor. Since, the
market for 15 years currency swap is highly illiquid, SIDBI does currency swap for
5 or 10 years and rolls over the swap on maturity. Based on the swaps, the effective
rupee cost for SIDBI works out to 6.15 percent for 5 years and 5.95 percent for
10 years. But, in view of the repricing risk at the maturity of the initital currency
swaps, this Rupee cost may not be a reliable estimate.
However, there is another way to estimate concessionality of ODA loans - by
comparing the cost of ODA loans with the indicative cost of raising funds of similar
tenor in the foreign currency market.
Concessionality when Government of India raises funds in the foreign currency
market: Consider the case of a 20-year ODA loan from Japan1. The rate of interest
charged by Government of Japan for ODA loan of 20 year tenor is 0.8 percent, except for
projects in environmental sectors that are low interest loans. These loans have a grace
period of 6 years so the repayment of principal starts in the 7th year and the principal
is paid in 28 half-yearly installments. Let us assume that Government of Japan can
raise 20 year money in Japanese Yen (JPY) at x percent2. If Indian government were
to raise 20 year money in JPY, then Government of India will have to pay a spread over
x because of India’s lower credit rating. Assume this spread to be y percent. Thus
total cost of raising 20 year money in JPY for Government of India would be (x+y)
percent. Accordingly, the concessionality (c*) of Japanese ODA is (c*=x+y-0.8)
percent.

1 The tenor of 20 years is assumed for convenience of availability of data.
2 Even if repayment stream of Japanese Government bond and that of ODA loan from Japan is different,
we can compare both the instruments by comparing their yield to maturity.
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The yield to maturity for the Government of Japan bond of 20 year tenor is 2.0% (=x).
Since Government of India does not raise money in international capital market, we
assume that the credit spread for BBB- (same as India’s rating) will be applicable to
Government of India. This spread for 20 year JPY is 2.17%3, which would be the credit
spread for GoI. The overall cost of borrowing by GoI would then be 4.17%.
Thus, the concenssionality for 20 year ODA loan from GoJ is
c*=x+y-0.8 = 2.0%+2.17%-0.8%4 = 3.37%.

3 T
 his spread is for BBB. India’s foreign currency rating as per S&P is BBB- and therefore actual
spread will be slightly higher than this. The information was obtained on February 4, 2011 from
Bloomberg.
4 This ignores the transaction cost.
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Identification of Projects
and Programmes
Preparation of the Preliminary Project Report (PPR)
The project cycle under the bilateral official development cooperation programmes
starts with project implementing agency (PIA) preparing preliminary project report.
The PIA should ensure that the project ideas/programmes are consistent with the
priorities of the Government of India and State Governments enunciated in the current
Five Year Plan. Central sectoral line ministries and/or the Planning Commission may
be consulted for shaping up the idea.
The PIAs should send preliminary project report and all the requisite details in the
prescribed format to DEA through their central line ministry. PIAs implementing state
sector projects can send advance copy to DEA. The proforma for preparing Preliminary
Project Reports for financial and technical cooperation are available at Appendix 3 and
4 respectively.

“

PIAs should
prepare
Preliminary
Project Report;
obtain necessary
approvals, before
submitting
Preliminary
Project Report to
DEA.

”

PIAs for the state sector projects should have obtained necessary approval of their
State Governments before forwarding their proposal/preliminary project report to the
relevant central line ministry.
Central Ministry/State Government/Public Sector Undertakings/Financial
Institutions/any other Government/semi-Government agency should generally
refrain from directly or indirectly approaching any bilateral development agency
for accessing the bilateral development assistance before the formal proposal is
forwarded by DEA to a bilateral development agency. Further discussions between
the PIA and the bilateral development agency on the proposal can will be facilitated
by DEA after formal communication is forwarded to the bilateral development
agency.
PIAs shall ensure the following approvals before forwarding their proposals to DEA:


Central Line Ministry/Department seeking Project Finance or Sector
Programme Finance:
i.



Approval of Planning Commission on the Preliminary Project Report.

State Government or its agency seeking Project Finance or Sector
Programme Finance:
i.

Approval of the central line Ministry on the Preliminary Project
Report.

ii.

Approval of Ministry of External Affairs if the project activities are
located in the States of Jammu & Kashmir and North-Eastern region.

“

Debt
Sustainability
clearance from
Department of
Expenditure is
mandatory for
any external loan
assistance by
States.

”
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iii.

Approval of Ministry of Home Affairs if the project activities are located
in the States of Jammu & Kashmir and north-eastern region.

iv.

Approval of the Ministry of Development of North-Eastern Region if
the project activities are located in north-east States.

v.

Assurance of the State Government to make adequate budget provisions
in the State Plan for implementing the project.

vi.

Debt-sustainability clearance from the Department of Expenditure for
any borrowing proposed from the external development agency.



i.

Approval of their central administrative Ministries on the Preliminary
Project Report.

ii.

Approval of Ministry of External Affairs if the project activities are
located in the States of Jammu & Kashmir and north-eastern region.

iii.

Approval of Ministry of Home Affairs if the project activities are located
in the States of Jammu & Kashmir and north-eastern region.

iv.

Approval of the Ministry of Development of North-Eastern Region if
the project activities are located in north-east States.

v.

Approval of the central sectoral Ministry on the Preliminary Project
Report where proposed activities are for sectoral areas outside the
mandate of the central administrative Ministry.



“

DEA endeavors
to ensure even
distribution
of External
Assistance to
States/Sectors.

”

Central Public Sector Undertakings/Financial Institutions/other such
central seeking Project Finance or Financial Intermediary Loans:

Technical Cooperation:
i.

Approval at the Secretary level in the concerned sectoral/administrative
Ministry on the Preliminary Project Report.

ii.

Approval of Ministry of External Affairs if the project activities are
located in the States of Jammu & Kashmir and north-eastern region.

iii.

Approval of Ministry of Home Affairs if the project activities are located
in the States of Jammu & Kashmir and north-eastern region.

iv.

Approval of the Ministry of Development of North-Eastern Region if
the project activities are located in north-east States.

Examination of the Preliminary Project Report in DEA
DEA shall carry out due diligence of the Preliminary Project Reports with due diligence
before forwarding it to the foreign Governments/development agencies for external
development assistance, giving consideration to equity factors in the allocation of the
available resources through external assistance.
Some external agencies like JICA require submission of the Detailed Project Report by
PIAs for initiating appraisals of the projects. It is thus advisable that PIAs prepare the
DPRs to avoid any delay in the process.

Identification of Projects and Programmes

Once the PPR is cleared, the State Government or the concerned Ministry/
Department of the Central Government should submit a detailed project proposal
(DPR). The DPR should adequately reflect following dimensions in measurable
terms:


Techno-economic features - economic viability, social cost benefit, value
addition, etc.



Ecological features - land use, ecological sustainability, etc.



Socio-cultural features - target population and gender matters, participation,
social impact, etc.



Institutional features - institutional and organizational analysis, capacity
building, training, etc.

It should be in accordance with the generic structure as suggested in
Department of Expenditure’s O.M. No. 1(2)-PF-II/03 dated 7th May, 2003
(see Appendix 4). An objective oriented project design in a matrix format along with
work plan, cost and time schedule indicating target/output, cashflow statement,
etc. should also be a part of DPR (see Appendix 5). The proposal of the State
government should reach DEA through the Ministry concerned in the Central
Government along with their appraisal/comments. Proposals of Central Sectoral
Ministries should have the concurrence of the Planning Commission. DEA would
process on the basis of the comments of the Central sectoral Ministry and Planning
Commission.
DPR should be submitted with the approval of the competent authority in the State
Government. It should also have all the necessary statutory and non-statutory
clearances.

Project Preparedness Checklist
A Project Preparedness Checklist has been drawn up to assess the readiness
of the proposal for formally posing to the foreign Government/development
agency and for signing agreements with the external agency once the proposal
is accepted for appraisal by the external agency. Apart from looking into the
broad aims and objectives of the project, clarity should be ensured on project
components activities and outcomes, role of various stakeholders, cost estimates,
status of clearances, land acquisition, monitoring mechanisms etc. Details are as
follows:
Sl. No.
Subject
1
Whether the Preliminary Project Report in the prescribed format is
available?
2
Whether project proposal has the approval of the concerned central line
ministry?
3
Whether project proposal has the approval of the concerned central
sectoral ministry where the activities proposed are not in the mandate of
administrative ministry?
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Sl. No.
Subject
4
In case of Central Projects, whether the approval of the Planning
Commission has been obtained?
5
In case of State Projects seeking external loans, whether the debt-sustainability
clearance from the Department of Expenditure has been obtained?
6
In case of proposal pertaining to north-eastern States and J&K, whether the
proposal has the requisite clearances of MEA/MHA/DONER?
7
Status of land acquisition, if required:
i. Total land to be acquired:
ii. Actual land acquired so far:
iii. Target Land acquisition completion date:
iv.	Is there any legal issue or any other obstacle being faced by the.
acquisition authority which could push the target dates mentioned.
If so please write in detail.
8
Whether Environmental Impact Assessment clearance required? If yes,
whether the proposal to MoE&F has been submitted? If not, when it is
likely to be submitted?
9
Whether Forest clearance required? If yes, whether the proposal to
MoE&F has been submitted? If not, when it is likely to be submitted?
10
Whether Resettlement & Rehabilitation issues involved? If yes, whether
the R&R plan prepared?
11
Whether the project involves setting up a separate Project Management
Unit? Details about proposed structure.
Project Preparedness Checklist for signing the Agreements with the external agencies
is as under:
Sl. No.
Subject
1
In case of Central Sector projects, whether the proposal has been
approved by the competent authority as the case may be viz., SFC/EFC/
PIB/CCEA?
2
In case of Central Sector projects, whether the budgetary provision has
been made in the Demand for Grants?
3
In case of the State Sector Projects, whether the budgetary provisions
have been made in the Annual Plan of the State?
4
In case of the Non-Government Projects requiring sovereign guarantee,
whether the approval of the Budget Division on sovereign guarantee has been
taken? And whether the borrower and concerned administrative ministry have
concurred to the terms and conditions of the sovereign guarantee?

Activities Prior to Signing
of Agreements
Pre-commitment studies and appraisals by bilateral
development agencies
After formal communication of the proposals from DEA, external development
agencies field fact finding or project identification missions with the concurrence of
DEA to assess the project or programme and carry out further technical appraisals for
finalizing the detailed economic and engineering feasibility report. Appraisal covers
four major aspects of the project: technical, institutional, economic, and financial.
The objectives of the Appraisals are to ensure that projects are soundly designed,
appropriately engineered, and follow accepted standards. The appraisal mission looks
into technical alternatives considered, solutions proposed, and expected results. The
investment programme for the sector, the strengths and weaknesses of public and
private sectoral institutions, and key government policies are all examined. Financial
appraisal is concerned with recovering investment and operating costs from project
beneficiaries, the amount of counterpart funding required and what portions of
project cost are admissible as loan. Usually external development agencies find the
project feasible, another appraisal mission will be sent to go in to detail on various
aspects mentioned above. The appraisal mission prepares a report (also called
minutes of discussion) that sets its findings and recommends terms and conditions
of the loan.

“

Assessment
by the Donor
Agencies –
Appraisal
Missions may
evaluate the
proposals in the
field.

”

It should be ensured that the terms of reference for appraisals are drawn
up clearly and with reference to specific objectives. PIAs should provide
adequate assistance to enable appraisal mission to complete the work
expeditiously.
After the project proposals have been posed to the funding agency by the DEA a
briefing meeting with the DEA is normally held at the beginning of the Mission as
well as a formal wrap-up/debriefing meeting at the conclusion of the Mission. The
project authorities, concerned State Government and concerned central sectoral/
line ministry also participate.

Negotiations and commitments
Negotiation is the last stage at which the external development agency and the
borrower endeavor to agree on the measures necessary to assure the success of
the project. The bilateral development partners formally communicate pledging
of funds for the projects after successful completion of negotiations. Germany
and France pledge funds during the structured annual bilateral Negotiation
meetings.

“

Budget Division
in the DEA is
the competent
authority to
decide regarding
Sovereign
Guarantees, in
accordance with
FRBM limit of
0.5% of the GDP.

”
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Sovereign guarantees
External agencies generally desire guarantee of the Government of India for direct
support to Central Public Enterprises and Financial Institutions. The decision on
providing sovereign guarantee is taken by the Budget Division who examine the
proposal of providing sovereign guarantee on the basis of ‘headroom’ available
under Fiscal Responsibility and Budget Management (FRBM) Rules. The FRBM
Rules prescribe a cap of 0.5% of GDP in any financial year on the quantum of
guarantees that the Central Government can assume in the particular financial
year. The ‘headroom’ thus created is consumed by the Central government in
extending guarantees primarily on loans from multilateral/bilateral agencies, bond
issues and other loans raised by various Public Sector Undertakings/Public Sector
Financial Institutions. For obtaining the final approval for sovereign guarantee, the
concerned Central Public Enterprise/Financial Institution shall have to send request
in the prescribed format (Appendix 7) given in the General Financial Rules, 2005
through their central administrative ministry to concerned Credit Section in DEA
for forwarding the request to the Budget Division. The sovereign guarantees for
externally aided projects are provided with guarantee fee @ 1.2% p.a. on the loan
component, however, no guarantee fee is charged on the grant component. A backto-back Counter-Guarantee Fee Agreement is signed between the Central Public
Enterprise/Financial Institution and concerned central administrative ministry
to ensure the terms and conditions specified by the Budget Division for providing
sovereign guarantee.

Finalization and signing of agreements
DEA signs the Loan/Financing Agreements on behalf of the Government of India
for all “Government Projects” being implemented by Central Ministries or State
Governments with external assistance. In case, separate project agreements for
defining project activities are to be signed, such documents are signed by the
concerned PIAs and line ministries with the external donor agencies. In case of JICA,
‘minutes of discussion’ of appraisal missions contain the agreed project activities.
The ‘minutes of discussion’ are signed by PIA, Line ministry and donor agencies and
agreed by DEA. Signing of these documents means acceptance of financial terms
and conditions by the State Governments, PIAs and Line Ministries. Similarly grant
agreements are also signed by DEA. However, for some donors, the beneficiary
Ministries or Departments can execute grant agreements for Technical Cooperation
with the approval of DEA.
Central Public Sector Enterprises/Financial Institutions negotiate and sign Loan/
Financing Agreements for “Non-government Projects” with external funding agency,
however, the concerned Central Public Sector Enterprise/Financial Institution has
to take the approval of DEA through their central administrative Ministry before
signing the relevant Agreements. Guarantee Agreements for loan components are
signed by DEA with external development agencies. For grant components, guarantee
agreements are generally signed between the concerned line Ministry and the external
development agency and such agreements are more in a nature of assurance for
utilizing the grant for its intended purpose.
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Activities Prior to Signing of Agreements

Considering that the consent of Ministry of Law on the contents of loan/financing
agreements and guarantee agreements to be signed by GoI are necessary, it is advisable
that templates of loan/financing agreements and guarantee agreements are developed
on mutual consultations with approvals of legal authorities from the both sides. It
may help in avoiding unnecessary delay likely to be caused from approaching legal
authorities on each and every case.
As per Department of Legal Affairs’ Notification No. GSR 1330 dated
September 29, 1962, “all agreements and contracts made in exercise of the executive
power of the Union with the Government of any foreign State or with the United
Nations Organization shall be executed on behalf of the President and authenticated
by the persons specified in the Schedule hereto annexed”. As per the Schedule annexed
to the Notification, Secretary, Special Secretary, Additional Secretary, Joint Secretary
or where there is no Additional Secretary or a Joint Secretary, a Deputy Secretary to
the Central Government in the appropriate Ministry or Department can sign such
agreements with Government of any foreign State.
As per Department of Economic Affairs’ Notification No. GSR 205(E) dated
March 07, 1984, “all agreements and contracts made in exercise of the executive power
of the Union with any foreign bank or financial institution, whether in pursuance of
any arrangement with any foreign State for bilateral financial assistance or otherwise
shall be executed and authenticated on behalf of the President by the Minister of
Finance, the Head of an Indian Mission in foreign country (Ambassador, High
Commissioner, Minister in-charge of Legation, Charge d’ Affaires and Acting High
Commissioner), Secretary, Additional Secretary, Joint Secretary, Director or Deputy
Secretary in the Department of Economic Affairs or Minister (Economic) in the Indian
Embassy in USA”.

Legal opinions and other conditions precedent to effectuation
of the agreements
After conclusion of the loan agreements, legal opinion from the Department of Legal
Affairs is obtained on the format prescribed by the external development agency. The
legal opinion and evidence of authority executed by DEA (in the prescribed format by
the development agency) along with the specimen signatures of officers authorized
to sign and deliver claim documents in respect of a particular project are sent to the
external development agency. In respect of Government projects, AAAD nominates
their officer to sign such claim documents. Upon finding the documents correct, the
loan agreements are made effective by the external development agencies to start the
disbursement of the approved assistance.

“

Department of
Legal Affairs
does the legal
vetting of Loan
Agreements.

”

Fund Flow Mechanism
Structure of Government Accounts
Before discussing the flow of funds under externally aided projects, it may perhaps
be necessary to first get acquainted with the structure of Government Accounts and
Budget. All revenues received by Government by way of taxation and other nontax revenue receipts flowing to Government in connection with the conduct of
Government business like receipts from Railways, Posts, Transport etc. are credited
into the Consolidated Fund. Similarly, all loans raised by Government by issue of
public notifications, treasury bills (internal debt) and loans/grants obtained from
foreign governments and international monetary institutions (external debt) and
all moneys received by Government in repayment of loans and interest there on
are also credited into this Fund. All expenditure incurred by the Government for
the conduct of its business including repayment of internal and external debt and
release of loans to States/Union Territory Governments for various purposes is
debited against this Fund. No amount can be withdrawn from this Fund without
authorization from the legislature.

Release of funds from the Consolidated Fund to Central
Ministries and State Governments
Constitution of India requires that for every financial year, a statement of the estimated
receipts and expenditure of the Government of India for that year in the form of Annual
Financial Statement has to be laid before the lower House of the Parliament i.e., Lok
Sabha. The Annual Financial Statement or Union Budget includes estimates of receipts
and disbursements in the three accounts of Consolidated Fund, Contingency Fund and
Public Account. The estimates of expenditure from the Consolidated Fund included
in the Annual Financial Statement and required to be approved by the lower House
of the Parliament are submitted in the form of Demands for Grants. Generally, one
Demand of Grants is presented in respect of each Ministry or Department, however,
in respect of large Ministries or Departments, more than one Demand for Grants are
presented. Ministries/Departments have to make project-wise budgetary allocations
in their respective Demand for Grants for expected external development finance to
be received by their projects/programmes during a financial year. In case of State
specific projects the requirements are under DDG of Department of Expenditure.
In order to meet the imbalance between the resource raising capacity and
responsibilities assigned to State Governments, plan assistance is extended to the
States out of the central Budget. While the total amount available for the purpose
is determined by the Ministry of Finance on the basis of budget estimates, inter se
allocation for the States are made by the Planning Commission. Central assistance

“
“

Releases from
Consolidated
Fund are done
on the basis
of Annual
Financial
Statement
approved by
Parliament.

”
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“

Office of
Controller of
Aid, Accounts
& Audit plays
pivotal role
in receiving
and repaying
external
assistance.

”

to supplement State’s resources for financing the State Plans is provided as a lump
sum and without specifying any particular scheme or project. Such assistance is
called “Normal Central Assistance”. As all the external development finance from the
external agencies is received by the Central Government, such development finance
is passed on to the State Governments through the central budget in the form of
“Additional Central Assistance for Externally Aided Projects (ACA for EAPs)”.
For the Agreements signed prior to 01.04.2005, external development finance to
“Non-Special Category States” was released as ACA for EAPs in the loan/grant
ratio of 70:30. However, now for the Agreements signed on or after 01.04.2005,
transfer of external development finance to “Non-Special Category States” is
done on “back-to-back” basis on same terms and conditions as attached to such
development finance by external funding agencies. For “Special Category” States
viz., Arunachal Pradesh, Assam, Himachal Pradesh, Jammu & Kashmir, Manipur,
Meghalaya, Mizoram, Nagaland, Sikkim, Tripura and Uttarakhand, external loan is
still being transferred on loan/grant ratio of 10:90, as was done prior to 01.04.2005.
The terms and conditions for loan component of such ACA to Special Category
States are similar to the terms and conditions of Normal Central Assistance.

Flow of funds from donor agencies to PIAs
External development assistance from bilateral and multilateral agencies is received
largely by the Government of India to implement central and/or State sector projects.
External assistance in these cases are routed through government account i.e.,
Consolidated Fund and are released to Departments of Union Government and State
Governments through their respective Demand for Grants and Additional Central
Assistance for Externally Aided Projects respectively.
AAAD prepares estimates on annual aid flows that are incorporated in the
Annual Plan and Annual Budget. The estimates of aid receipts for incorporation
in the Receipt Budget are finalized in consultation with the Credit Sections in
DEA and project authorities and furnished to the Budget Division by the AAAD.
Corresponding expenditure estimates are furnished by the administrative
ministries to their respective financial advisers for onward transmission to the
Budget Division for inclusion in the Expenditure Budget. AAAD also finalizes the
estimates of payments, including repayment of loans, interest, and other charges,
etc., based on the amortization schedule and related information. These estimates
are also sent to the Budget Division for incorporation in the Expenditure Budget.

“

PSEs & FIs
receive external
assistance
directly from
lending agencies.

”

The external development assistance flow from the funding agency in foreign currency
and is received in the Reserve Bank of India (RBI)’s account maintained with the
Central Bank of external partners country and is routed to the RBI, Mumbai who
remits the rupee equivalent to the account of AAAD at RBI, New Delhi. In case of
Japan International Cooperation Agency, the fund is received by Bank of India, Tokyo
who deposits it into RBI account. The remittances are accounted as external loan/
grant receipts in the Consolidated Fund of India.
Under the extant policy, Public Sector Enterprises (PSEs) and Financial Institutions
(FIs) receive external development assistance directly from external funding agencies.
External funds in such cases do not flow through the government account.

19

Fund Flow Mechanism

Methods of disbursement
External development assistanceis disbursed by external agencies by operating the
following methods:


Reimbursement procedure: Under this procedure, the PIA initially incurs
expenditure and subsequently claims the amount from the external agency
through the AAAD. Eligible expenditure out of the incurred expenditure is
then reimbursed by the external agency. There are two ways of dealing with
the reimbursement claims as given below:
a. Reimbursement through Special Account (Revolving Fund
Scheme): Under this procedure, the external agency releases the
estimated expenditure for the projects as initial advance for there
spective loan or credit or grant agreement. Such initial deposit is
received in foreign currency by RBI, Mumbai and Rupee equivalent
is passed on to the account of AAAD maintained at RBI, New Delhi
through Government Foreign Transaction (GFT) advice. However,
RBI, Mumbai maintains a loan wise proforma account for liquidation
of advance received from Funding Agency. AAAD, on receipt of
reimbursement claims from PIA, sends an advice to RBI, Mumbai
advising them to debit the Special Account with equivalent of the
amount of the eligible claim. Office of CAAA consolidates all such
claims and submits to external agency for replenishment of Special
Account. This is accompanied by a statement of debits and credits
made during the period by RBI, Mumbai and supporting documents
received from the PIA.
b. Reimbursement outside Special Account: Under this procedure
(where there is no provision in the loanor credit agreement for the Special
Account or the balance in the Special Account is ‘Nil’) AAAD sends the
reimbursement claims received from the PIA to the external agency
after checking the eligibility aspect. The external agency thereafter
disburses the eligible expenditure to the borrower’s account with RBI,
Mumbai, who shall pass on the Rupee equivalent to the account of the
AAAD at RBI, New Delhi by issue of Government Foreign Transaction
(GFT) advice.

Fund flow under the “Reimbursement Method”
for Central Sector Government Projects
Based on the budget provision, the Ministry spends money on the project.

Ministry sends claim for reimbursement to AAAD.

AAAD arranges reimbursement from the external agency, which gets into the
Consolidated Fund as a receipt (CFI).

“

PIAs incur
expenditure and
subsequently
claim
re-imbursement
from donor
agencies through
AAAD.

”
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Fund flow under the “Reimbursement Method”
for State Sector Projects
The State Government makes a budget provision for the project/programme and
the State Finance Department authorizes the PIA for releasing funds to incur the
expenditure.

PIA incurs expenditure and sends reimbursement claims to AAAD.

AAAD scrutinizes the claims and forwards them to external agency for
disbursement.

External assistance is received by AAAD in CFI.

AAAD advises Plan Finance-I, Department of Expenditure to release funds to the
concerned State in the form of Additional Central Assistance.

The sanction letter from the Plan Finance-I authorizes the Chief Controller
of Accounts, Ministry of Finance to effect the transfer of funds. The Chief
Controller advises the RBI Central Accounts Section, Nagpur to debit the Central
Government account and credit the State Government account for the amount.

“

External Agency
may make direct
payments to
the contractor/
supplier on the
basis of claims
submitted by
PIAs through
AAAD.

”

Direct Payment Procedure: Under this procedure, the external agency, on the
request of the PIA (received through AAAD), duly supported by relevant documents,
directly pays to the contractor/supplier/consultant. The external agency then
apprises the AAAD and the PIA of the particulars of the payment made. AAAD works
out the rupee equivalent of the foreign currency payment which is recovered by
AAAD from the PIAs or State Governments which have availed of the Direct Payment
Procedure. In the case of Central Projects and Centrally Sponsored Projects, the
concerned Ministry or Department deposits rupee equivalent of the foreign currency
in the account of AAAD. In case of State Sector projects, AAAD recommends book
adjustment ACA to Plan Finance Division of Department of Expenditure as and
when direct disbursement intimated by external agencies and requesting them to
release the amount to the State concerned notionally and recover the same for credit
to AAAD’s account. The Plan Finance Division issues a sanction for the amount to be
released to the State concerned and for simultaneous recovery and credit back to the
account of the AAAD. While submitting the claim to AAAD, the PIAs should confirm
that Budget Provision is available to cover the rupee equivalent of the proposed
Direct Payment, failing which such a claim may be returned.

Fund Flow Mechanism

Fund flow under the “Direct Payment Method”
for Central Sector Government Projects
Ministry makes budget provisions.

Ministry sends claim to AAAD.
AAAD requests external agency to directly release the payment to suppliers/
contractors/consultants.
External agency releases the payment and informs AAAD and PIA about the
amount. AAAD works out the rupee equivalent.

The rupee equivalent of the direct payment is deposited by the Ministry, out of the
budget provision, to AAAD account.

Fund flow under the “Direct Payment Method”
for Central Sector Government Project
The State Government makes a budget provision for the project/programme.

PIA sends claims/requests to AAAD.

AAAD scrutinizes the claims and forwards them to external agency for
disbursement.

External agency releases the payment to supplier/contractor/consultants directly
and informs AAAD/PIAs about the payment.

AAAD works out the rupee equivalent and advises Plan Finance-I, Department of
Expenditure to release ACA for book adjustment.

The rupee equivalent recoverable from the State Government is adjusted by the
Department of Expenditure against the additionality due to the State Government
on such disbursement and credit AAAD’s account.
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Accounting of aid material and equipment
Detailed instructions for the accounting of aid material, equipment and other
commodities from foreign countries are laid down in the Civil Accounts Manual. As
per these instructions, the value of technical services or cost of experts deputed by
foreign agencies at their own cost does not have to be incorporated in Government
Accounts. But any support in the form of materials, equipment and other
commodities, even if received as a part of the Technical Cooperation agreement,
has to be brought into Government accounts as explained in the Civil Accounts
Manual.

Monitoring and Evaluation
Basic principles of monitoring and evaluation
Monitoring: Monitoring is a continuous internal process to check the progress of
development intervention against pre-defined objectives, targets and activities planned
for implementation of the project.
Evaluation: An evaluation is an assessment, as systematic and objective as possible,
of an ongoing or completed project programme or policy, its design, implementation
and results. The aim is to determine the relevance and fulfillment of objectives,
developmental efficiency, effectiveness, impact and sustainability.
Good monitoring and evaluation facilitates improvement of performance by focusing on
project delivery outcomes and impact. It also ensures a system to record lessons learnt
to improve the design and performance of projects and programmes.

“

Monitoring &
Evaluation are
integral part of
DEA review.

”

Institutional mechanisms for monitoring and evaluation in DEA
Monitoring of projects funded by bilateral partners is presently being carried out in
DEA in the following ways:
i.
ii.
iii.

Annual Negotiations/Talks/Consultations with the bilateral partners;
Annual Tripartite Review Meetings at the State level under the Chairmanship
of Chief Secretary of the State concerned;
Review Meetings in DEA with concerned stakeholders.

In terms of the guidelines issued by DEA in May, 2005, all the Central Ministries/
Departments and State Governments have to comply with the following instructions
regarding Evaluation of projects:
Evaluation arrangements for the project, whether concurrent, mid-term or postproject should be spelt out in the project proposal.


Concurrent evaluation should focus on in-depth reflection at a point
considered significant in the project cycle/programme. This could be at the
end of the work phase or when ever special circumstances demand or at the
closure of the project.



Project authorities are required to submit (a) project completion report of
the physical-financial parameters and (b) evaluation report on the project
object-achievement parameters after completion of the project.



Two or three years after completion of the project, an Impact Assessment
Study may also be conducted on selected projects preferably by reputed
neutral institutions or organizations to ascertain the actual achievement
and retention of project objectives vis-s-vis the targeted project
objectives.

“

DEA has
structured
institutional
mechanisms
with all bilateral
partners.

”
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Project evaluation mechanism instituted by external funding
agencies
External funding agencies have instituted a project evaluation mechanism in order
to identify the factors of success or failures and to assess the sustainability of impact.
JICA conducts an evaluation of each project using the plan-do-check-act (PDCA) cycle
criteria encompassing the pre-implementation, implementation, post-implementation
and feedback stages. Two types of ex-post evaluation – individual project evaluation
and thematic evaluation are conducted by JICA.
On-going projects are also routinely evaluated by UK (DFID) using a mix of process,
ex-ante, ex-post and impact evaluations. Since January 2011, DFID has made it
mandatory for all new project design to incorporate evidence of what works, and
assurance of Value for Money that the intervention will be cost-effective. This includes
evidence gathered from empirical research, impact evaluation or other peer-reviewed
sources, both qualitative and quantitative.
German Development Organizations have a well placed Project Evaluation system.
Appraisal of the project in the form of exante assessment of a project/ programme
is undertaken by KfW/GIZ, defining objectives & indicators, costs & financing, etc.
After the project is Implemented by GIZ or by the funded partner, Annual reports are
generated based on monitoring and/or mid-term evaluations. Ex- post evaluations are
also undertaken by KfW/GIZ. While evaluating projects, OECD criteria are followed
by German Organizations.

“

External
donor agencies
conduct ex-post
evaluations.

”

France (AFD) undertakes the evaluation of the projects at several levels to ensure
the technical, economic and financial viability of its action. Its current performance
evaluation system rests on the principles of systematization, decentralization,
outsourcing localization, robustness & credibility and partnership. USAID
conducts periodic evaluation of projects including in-depth, analytical and
scientific, externally-conducted, mid-term and final project reviews.
Project Evaluation Reports prepared by the external funding agencies are shared
with DEA on need basis. DEA factors into account, if required, such evaluation while
considering additional project to a State/Line Ministry.

Appendices
Appendix – 1

Organization chart of the
Divisions in the Ministry of Finance
handling various aspects of external development assistance
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Appendix – 2

Proforma for preparation of Preliminary Project Report
for bilateral financial cooperation
Request for seeking financial cooperation from (please indicate the name of the bilateral agency)
Part-I: Project summary
1. Project Name
2. Project Implementing Agency
3.  Central Line Ministry (in case of Central Sector Project)
 Administrative State Government (in case of State Sector Project)
4. Sectoral area of the project
5. Central Sectoral Line Ministry
6. Broad objectives of the project
7. Location of the project (specify Districts)
8. Total estimated cost of the project (in Rs. crore)
9. Components of total estimated cost (in Rs. crore)
Source

Loan/Credit

Grant

Equity

Total estimated cost
10.



Other (specify)

Total

(sum above)

Total bilateral development assistance proposed (specify both in Rupees and in donor currency)

Additional technical cooperation component, if any and activities proposed to be implemented through
technical cooperation
11. Project implementation period
12. Whether any separate institutional arrangement is required to be established for implementation of the
project?
13. Details of statutory clearances required for implementations of the project


14. Statutory clearances obtained
15. Details of debt sustainability clearance from the Department of Expenditure for State Sector project
16. Details of previous phase(s), if any. Whether any impact assessment has been made for previous phase?
Part-II: Basic design of the project
17. Goals and objectives of the project and its linkages with government priority and programmes
18. Activities proposed in the project
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19.
20.
21.
22.

Quantifiable outputs and outcomes of the project
Target population
Does the project require of sector adjustment policy formulation? If yes, give details
Whether any feasibility study/pre-appraisal/pre-investment study has been conducted? If yes, its details of
its findings
23. Linkages with completed or ongoing project (s) of similar nature
Sl. No.

Name of the
project

Implementation
period

Quantifiable
outcome achieved/
targeted

Total cost of the
project (in Rs.
crore)

Proposed project
Completed projects
Ongoing projects
24. Details on costs of following to be funded from the bilateral official development assistance:
 Separate institutional arrangement to be established, its organizational arrangements, responsibility
and accountability of key personnel.
 Numbers of experts and personnel to be resourced from outside the Project Implementing Agency and
Government.
 Procurement of equipment and services.
25. Detailed year-wise physical and financial target plan with quantifiable and qualitative (verifiable) target
indicators. The target plan should also include year-wise utilization of proposed bilateral development
assistance.
26. Does the project involve land acquisition? If so, please indicate:
i. Total land to be acquired
ii. Actual land acquired so far
iii. Target Land acquisition completion date
iv.	Is there any legal issue or any other obstacle being faced by the acquisition authority which could push
the target dates mentioned. If so please write in detail.
27. Does the project involve resettlement and rehabilitation? If so, indicate its magnitude, cost and present
status of plan.
28. Whether Environmental Impact Assessment clearance required? If yes, whether the proposal to MoE&F has
been submitted? If not, when it is likely to be submitted?
29. Whether Forest clearance required? If yes, whether the proposal to MoE&F has been submitted? If not,
when it is likely to be submitted?
30. Whether the private sector or NGO participation is also proposed in the project? If yes, please describe the
nature of the proposed involvement?
31. Brief description on the effects and impacts on (i) environment including land, water, air, bio-diversity etc.
(ii) women and children (iii) employment (iv) poverty alleviation and (v) productivity and economic growth

Signature of the Head of the
Project Implementation Agency
with seal and date
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Appendix – 3

Proforma for preparation of Preliminary Project Report
for bilateral technical cooperation
Request for seeking technical cooperation from (please indicate the name of the bilateral agency)
Part-I: Project summary
1.
2.
3.

Project Name
Project Implementing Agency
 Central Line Ministry (in case of Central Sector Project).

4.
5.
6.
7.
8.
9.

Administrative State Government (in case of State Sector Project).
Sectoral area of the project.
Central Sectoral Line Ministry.
Broad objectives of the project.
Location of the project (specify Districts).
Total estimated cost of the project (in Rs. crore).
Components of total estimated cost (in Rs. crore).


Source
PIA
Ministry
State Govt.
Bilateral agency
Other external agency
Total estimated cost
10.
11.
12.
13.
14.
15.

In kind (equivalent amount)

In cash

Total

(Sum above)

Amount of bilateral technical cooperation proposed (specify both in Rupees and in donor currency).
Project implementation period.
Whether any separate institutional arrangement is required to be established for implementation of the
project?.
Details of statutory clearances required for implementations of the project.
Statutory clearances obtained.
Details of previous phase(s), if any. Whether any impact assessment has been made for previous phase?
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Part-II: Basic design of the project
16.
17.
18.

Goals and objectives of the project and its linkages with government priority and programmes.
Activities proposed in the project.
Linkages with completed or ongoing project (s) of similar nature
Sl. No.

Name of the project

Implementation period

External agency

Proposed project
Completed projects
Ongoing projects
19.

Details on proposed implementation arrangements:


Parties, their roles and responsibilities including the clarification on the accountability for the
resources.

Proposed composition of Steering Committee to be set up for implementation.
Details on separate institutional arrangement to be established:


20.



Its organizational arrangements, responsibility and accountability of key personnel.



Numbers of foreign and local experts and personnel to be resourced from outside the Project
Implementing Agency.

Details of commodities and equipments to be procured.
The details of training (including foreign trainings) needs to be implemented under the project.
Detailed year-wise physical and financial target plan with quantifiable and qualitative (verifiable) target
indicators. The target plan should also include year-wise utilization of proposed cooperation.
Whether the private sector or NGO participation is also proposed in the project? If yes, please describe
the nature of the proposed involvement?


21.
22.
23.

Signature of the Head of the
Project Implementation Agency
with seal and date
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Appendix – 4

DOE’s OM No. 1(2)-PF.II/03 dated 7th May, 2003

Generic structure of DPR
i.

Context/background: This section should provide a brief description of the sector/sub-sector, the national
priority, strategy and policy framework as well as a brief description of the existing situation.

ii.

Problems to be addressed: This section should elaborate the problems to be addressed through the project/
scheme at the local/regional/national level, as the case may be. Evidence regarding the nature and magnitude
of the problems should be presented, supported by baseline data/surveys/reports. Clear evidence should be
available regarding the nature and magnitude of the problems to be addressed.

iii.

Project Objectives: This section should indicate the Development Objectives proposed to be achieved, ranked
in order of importance. The deliverables/output for each Development Objective should be spelt out clearly.
This section should also provide a general description of the project.

iv.

Target beneficiaries: There should be clear identification of target beneficiaries. Stakeholder analysis should
be undertaken, including consultation with stakeholders at the time of project formulation. Options regarding
cost sharing and beneficiary participation should be explored and incorporated in the project. Impact of the
project on weaker section of society, positive or negative, should be assessed and remedial steps suggested in
case of adverse impact.

v.

Project strategy: This section should present an analysis of alternative strategies available to achieve the
Development Objectives. Reasons for selecting the proposed strategy should be brought out. Involvement
of NGOs should be considered. Basis for prioritization of locations should be indicated (where relevant).
Options and opportunity for leveraging government funds through public-private partnership must be given
priority and explored in depth.

vi.

Legal Framework: This section should present the legal framework within which the project will be
implemented and strength and weakness of the legal framework in so far as it impacts on achievement of
project objectives.

vii.

Environmental Impact assessment: Environmental impact assessment should be undertaken, wherever
required and measures identified to mitigate adverse impact, if any. Issues relating to land acquisition
diversion of forest land, rehabilitation and resettlement should be addressed in this section.

viii.

On-going initiatives: This section should provide a description of ongoing initiatives and the manner in
which duplication will be avoided and synergy created through the proposed project.

ix.

Technology issues: This section should elaborate on technology choices, if any, evaluation of options, as well
as the basis for choice of technology for the proposed project.

x.

Management arrangements: Responsibility of different agencies for project management and
implementation should be elaborated. The organization structure at various levels as well as monitoring and
coordination arrangements should be spelt out.
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xi.

Means of Finance and Project Budget: This section should focus on means of finance, evaluation of options,
project budget, cost estimates and phasing of expenditure. Options for cost sharing and cost recovery (user
charges) should be considered and built into the total project cost. Infrastructure projects may be assessed
on the basis of the cost of debt finance and the tenor of debt. Options for raising funds through private sector
participation should also be considered and built into the project cost.

xii.

Time frame: This section should indicate the proposed ‘Zero’ date for commencement and also provide a
PERT/CPM chart, wherever relevant.

xiii.

Risk analysis: This section should focus on identification and assessment of project risks and how these
are proposed to be mitigated. Risk analysis could include legal/contractual risks, environmental risks,
revenue risks, project management risks, regulatory risks, etc.

xiv.

Evaluation: This section should focus on lessons learnt from evaluation of similar projects implemented in
the past. Evaluation arrangements for the project, whether concurrent and mid-term or post-project should
be spelt out. It may be noted that continuation of projects/schemes from one Plan period to another will not
be permissible without an independent, in depth evaluation being undertaken.

xv.

Success criteria: Success criteria to assess whether the Development Objectives have been achieved should
be spelt out in measurable terms. Base-line data should be available against which success of the project will
be assessed at the end of the project (Impact assessment). In this regard, it is essential that the base-line
surveys be undertaken in case of large, beneficiary-oriented projects.

	Success criteria for each Deliverable/Output of the project should also be specified in measurable terms to
assess achievement against proximate goals.
xvi.

Financial and economic analysis: Financial and economic analysis of the project may be undertaken
where the financial returns are quantifiable. This analysis would generally be required for investment and
infrastructure projects, but may not always be feasible for social sector projects where the benefits cannot be
easily quantified.

xvii.

Sustainability: Issues relating to sustainability, including stakeholder commitment, operation and
maintenance of assets after project completion, and other related issues should be addressed in this section.

Note:	Requirement of the EFC/PIB format may also be kept in view while preparing the DPR.
OM. No. 1(2)-PF. II/03, dated 7th May, 2003
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Appendix – 5

An outline of Matrix
Strategy

Indicators

Goal
(Linked up with a government priority/
programme/policy).

Objectives
(Purpose/expected benefits).

Output/Results
(Goods/services/materials/expected
changes, the target population will get, which
they cannot achieve on their own without
intervention of the project).

Activities
(Tasks/actions to be carried out by utilizing
resources, viz. human, financial, equipment,
etc.).

Input/Costs

Sources/Means of
verification

Assumptions/Risks
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Appendix – 6

Terms and conditions of loans from main bilateral partners
as on 01.01.2011
Japan
Standard/
Option
Standard
General Terms
Option 1
Option 2
Standard
Option 1
Preferential Terms
Option 2

STEP

Option 3
Standard

Interest Rate
1.40
0.80
0.70
0.65
0.55
0.50

Repayment
period (Year)
30
20
15
40
30
20

Grace period
(Year)
10
6
5
10
10
6

0.40
0.20

15
40

5
10

Option
0.10
30
 The interest rate in respect of consultancy portion would be 0.01%.


10

Conditions of
procurement
Untied

Untied

Tied

The Commitment Charges @ 0.1% would be payable (on six monthly basis) from 120 days of signing of the
loan agreement on the undisbursed JICA loan amount, till the completion of the project.

Germany
Particulars
Interest rate
Maturity

Commitment
charges

Management fee

Standard loan
0.75%
40 years
inclusive of
10 years grace
period
0.25% p.a. on
the undrawn
loan amount
after 3 months
of signing of
agreement
None

Reduced interest loan
Development loan
KfW’s refinancing cost at 6-month EURIBOR minus 75 basis points.
12 years including 3 years grace
20 years including 5 years grace
period
period.

0.25% p.a. on the undrawn loan
0.25% p.a. on the undrawn
tranche amount after 6 months of amount after 3 months of signing of
agreement.
signing of the Loan Agreement.

0.25% payable within 30 days of signing of agreement. Refundable if first
disbursement is made within 1 year of the signing.

34

Bilateral Development Assistance | A Handbook on Systems and Processes

France
Particulars
Interest rate

Sovereign projects
6-month EURIBOR or an equivalent fixed
rate without margin.
(Minimum interest rate (‘floor’) of 0.25%)

Maturity

20 years including grace period of 5 years
(could be less upon request of the borrower)
0.25% maximum on the undisbursed
No charges in the nature of commitment
amount starting after 6 months of
charges, insurance costs, appraisal fees or
signing of the Loan Agreement. It
called by whatever name.
could be modified on a case by case
basis depending on the nature of the
project, particularly in the case of
financing whose disbursements would
be made by tranches.

Commitment Charges,
etc.

Other Charges

Prepayment Charges

Non-sovereign projects
6-months EURIBOR or an equivalent
fixed rate, with a margin either null or
positive to be negotiated on a case by
case basis.
(Minimum interest rate (‘floor’) of
0.25%).

No insurance costs or appraisal fees
will be charged.
Interest rate hedging costs incurred
in order to comply within ODA
requirements will be borne by AfD.

Interest rate hedging costs incurred in order
to comply within ODA requirements will be
borne by AfD. Other than above no other
charges or encumbrances shall ordinarily by
applicable on the borrower.
Under certain conditions determined by the Loan Agreement, if the borrower chooses
to prepay a loan, the conditions, including charges of prepayment if any, as mutually
agreed between Borrower and Afd, will be set out in the Loan Agreement.
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Appendix – 7

Format for furnishing data for availing sovereign guarantee
Form GFR 44
[See Rule 252 of General Financial Rules, 2005]
Name of the Ministry/ Department:
Name of Public Sector Undertaking/entity:
Year Turnover

Profit
after tax

Sundry
debtors

Current If audited by CAG, profit after
ratio
tax, taking into account the
comments of CAG

In case of targets set
by BIFR, the same for
turnover and profit

X-2
X-1
X*
Where ‘X’ is the immediate preceding financial year.
In case of proposal seeking extension of guarantee it may specifically be indicated whether the guarantee fee for
the preceding financial has been paid or not. The amount paid and date of payment should be indicated. In case of
default in payment it may be indicated whether default fee in terms of Rule 247 (2) has been levied.
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Appendix – 8
Flow charts of processes involved before signing of loan agreements
Processes in ODA Loans from Japan
Project
Identification
by PIA
Preparation of
Detailed Project
Report by PIA
Approval of central Line Ministry
Approval of central Sectoral Ministry
Approval of planning Commission
Approvals of MEA, MHA and DONER, if required

PIA to obtain
requisite
clearances

EIA Clearance by MoE&F
Forest Clearance by MoE&F
Debt Sustainability Clearance by Deptt. of Expenditure

GoJ: Government of Japan
DEA: Department of Economic Affairs
JICA: Japan International Cooperation Agency
PIA: project Implementing Agency
MEA: Ministry of External Affairs
MHA: Minister of Home Affairs
DONDER: Ministry of Development of NE Region
EIA: Environment Impact Assessment
RRP: Resettlement & Rehabilitation Plan
SAPROF: Special Assistance for Project Formation

SAPROF Study
by JICA, if needed
GoI is involved
If project found
suitable, Loan
Request by DEA
to GoJ
Fact-Finding
Mission by JICA
Additional SAPROF
study by JICA,
if needed. GoI
is involved
Appraisal Mission
by JICA. Minutes
signed between
JICA and PIA
and agreed by DEA
Loan Negotiations
by DEA, PIA
and JICA
Pledge by GoJ.
Exchange of
Notes between
GoJ and DEA
Signing of Loan
Agreement

EIA to be made public for 120 days before
loan signing of Category A projects

Rolling Plan
received by GoJ

RRP by PIA before appraisal
whernever required

PIA to forward
proposal to DEA for
inclusion in the
Rolling Plan
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Appendix – 9

Quarterly progress report
For Quarter ending on:

Summary
1.

Name of the Project:

2.

Loan agreement id (e.g. ID-P number for JICA loan):

3.

Name of Project Implementing Agency:

4.

Name of Central Line Ministry:

5.

Geographical location of the project (District/State):

6.

Date of signing loan agreement:

7.

Date of effectuation:

8.

Date of closing:

9.

Date of completion of project:

10.

Date of award of consultancy (if already awarded):

11.

Date of closure of consultancy (if already awarded):

12.

Project cost :
i.
ii.

Original
Revised

13.

Loan portion:

14.

Counterpart funding:

15.

Project Description:

16.

Major components of the project:

Financial progress
1.

Cumulative disbursement till last quarter: (in foreign currency/INR):

2.

(a)

% age of disbursement against project cost :

(b)

% age of disbursement against JICA loan:

(c)	Budget Estimate/Revised Estimate for Current Financial Year (both external component and counterpart
funding to be indicated separately)
Total (Rs. Cr.)
BE/RE

JICA (Rs. Cr.)

Counterpart (Rs. Cr.)
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(d)

Loan disbursement forecast made to JICA for CFY (quarter-wise)
Q1

Disbursement

Forecast 2011
Q2
Q3

Total
Q4

Target
Achieved
Achievement in % age

Physical progress
Physical deliverables as per Annual Work Plan

(Current Financial Year)
Sl.
No.

Planned Activity

Achievement
Q1/ Q2/ Q3/ Q4

Budget
estimate

Total
expenditure

Loan
disbursement

Major Issues
Sl. No.

Issues

Action planned

Results

Issues related to land acquisition/resettlement
1.	Land acquisition (quantum of total land required for the project, govt. land already in possession, land acquired
from private parties and land to be acquired is to be indicated):
2.	Resettlement and Rehabilitation Issues: Provide details on activities planned and target date for completion of
the activities:

