LOAN AGREEMENT
This agreement is made this 4th day of August, 2003 between:

VISAKHAPATNAM MUNICIPAL CORPORATION, a local body formed under the Visakhapatnam Municipal Corporation Act, 1979 and having its principal office at Tenneti Bhavan, Asilmetta Junction, Visakhapatnam 530 002 acting through its Commissioner, hereinafter called “VMC” (which expression shall include its successors and assigns wherever the context or meaning shall so require or permit) of the One Part

AND

ANDHRA PRADESH INDUSTRIAL INFRASTRUCTURE CORPORATION LIMITED, a Company incorporated under the Companies Act, 1956 and having its registered office at Parisrama Bhavanam, 6th Floor, 5-9-58/B, Fateh Maidan Road, Hyderabad - 500 004, hereinafter called the “Borrower” (which expression shall include its successors and assigns wherever the context or meaning shall so require or permit) of the Other Part.


WHEREAS the Government of Andhra Pradesh (hereinafter also referred to as “the GoAP”) has agreed to meet the water requirement of VMC, and whereas the Government of Andhra Pradesh, in order to meet this commitment, have proposed to implement the Godavari Water Pumping Scheme hereinafter referred to as the “Scheme” through a loan from the VMC and other major consumers of water namely RINL, NTPC, etc. who are also referred to as Lenders hereinafter. Whereas APIIC in turn agreed to grant loan out of this said Loan amount to Visakhapatnam Industrial Water Supply Company Limited, a company incorporated under the Companies Act, 1956 and having its registered office at Parisrama Bhavanam, 6th Floor, 5-9-58/B, Fateh Maidan Road, Hyderabad - 500 004, (which expression shall include its successors and assigns wherever the context or meaning shall so require or permit) hereinafter referred to as “VIWSCo” for executing the Scheme. 


WHEREAS the Borrower has requested VMC to grant a loan vide APIIC DO Letter No. 309/MD/APIIC/2003 dated 25th March, 2003 for an amount of Rs. 60 Crores for implementing the Scheme through VIWSCo. 

WHEREAS GoAP vide G.O. Ms No. 61 of Irrigation and CAD (PW:QC&IWS/COD) Dept. dt. 03.04.2003 have agreed to stand guarantee for repayment of loan of Rs. 60.00 Crores with interest by the Borrower

WHEREAS VMC has agreed to grant this loan of Rs. 60 Crores to the Borrower.

Now it is hereby agreed by and between the Parties that the amount of loan of Rs. 60 Crores (Rupees Sixty crores only) will be given to the Borrower on the following terms and conditions:

Amount of Loan
:
Rs. 60 Crores 

(Rupees sixty crores only)





Drawal of loan
:
The said loan shall be drawn as per the Draw Down schedule as per Annexure-I. The first installment of the loan as indicated in the Draw Down schedule shall be released by VMC on signing of the Loan Agreement subject to the Borrower furnishing the undertaking that GoAP guarantee shall be made available within 45 days from the date of signing this Agreement.

Second and subsequent installments of the loan shall be released by VMC on submission of certification from an Independent Engineer appointed by VIWSCo as to utilization of the previous installment money for the purpose released and duly endorsed by VMC authorized representative with reference to achievement of the milestones as indicated in Annexure I, duly forwarded by the Borrower.

Provided however that installments falling due after the above said 45 days period prescribed for furnishing the GoAP guarantee shall be released only after receipt of the said guarantee.

The certification of authorized representative of VMC shall be given within a period of 3 working days on receipt of the recommendation by the Independent Engineer. Release of installments shall be done by VMC within 3 working days on receipt of request of the Borrower along with above said certifications.





Rate of Interest
:
The rate of interest shall be 10% p.a. payable annually.





Duration


:
The duration of the loan is 13 years from the date of drawal of first installment. 





Payment of Principal
:
Principal will have a moratorium period of 6 years and thereafter to be repaid in 7 years in equal annual installments reckoned from the respective draw down date. The interest payable on last installment shall be paid along with such installment.



Payment of interest
:
The payment of interest is to be made annually. First interest payment shall be made on the immediately following 31st of March for the installments drawn till that date. Thereafter interest shall be paid on 31st March of every year. 





Penal Interest on delayed payments
:
2% p.a. penal interest in addition to normal rate of 10% p.a. for delay in payment of interest and/or principal amounts for defaulted periods by the Borrower.





Security


:
The loan together with interest and other monies payable by the Borrower under this agreement shall be secured by:







1.
an irrevocable, unconditional, continuing guarantee payable on demand from Government of A.P valid till discharge of all obligations under this Agreement.







2.
VIWSCo shall create a first charge on the assets of VIWSCo  in favour of RINL, NTPC, VMC and other GoAP lenders for the Scheme, ranking pari passu with other lenders as a collateral security for payment of monies due under this Agreement. A supplementary agreement among VMC, APIIC and VIWSCo shall be entered into to this effect and such agreement forms part of this Agreement.







3.
VIWSCo shall open four separate Tier 1 Escrows Accounts namely RINL, NTPC, VMC and APIIC for accumulating respective all revenues received from RINL, NTPC, VMC and APIIC, the users of water. All actual cash expenses like power, operation & maintenance, administrative expenses but excluding land lease rent & water abstraction charges with a cap of such expenses proportionate to the volume of water drawn by the respective users during the period calculated based on the projected financial model appended as Annexure II will be met out of respective Tier 1 Escrow accounts.







4.
The surplus left over in Tier 1 Escrow Accounts shall be transferred to four separate Tier 2 Escrow Accounts namely, RINL, NTPC, VMC, APIIC in the ratio of original loan amounts of the Lenders. AP State Government’s support in the form of Price Equalisation Fund shall be credited to the Tier 2 Account in proportion to the original loan amounts of the Lenders. The total accumulated fund in each of such Tier 2 Escrow Accounts shall be utilised first to meet the interest and/or principal payments to the lenders and the balance left over shall be utilised for payment of water abstraction charges, land lease rent and any other Government dues.







5.
In the event of the amount available in respective Tier 2 Escrow Accounts as at clause 4 above is not sufficient to meet the debt servicing obligations to the lenders, the Borrower shall make good of the shortfall and meet the obligations under this Agreement. 







6.
The above said Tier 1 and Tier 2 Escrow accounts shall be managed and operated through mutually agreed operational guidelines between all the lenders, the Borrower and VIWSCo through a trust or a fund manager appointed by VIWSCo with mutual acceptance of all the parties. 







7.
Notwithstanding the above arrangements, in the event of default in payment of the interest, principal and other monies due to VMC by the Borrower under this agreement, VMC shall have the right to recover such outstanding dues by appropriating the water charges payable by VMC to VIWSCo under Bulk Water Supply Agreement after expiry of 90 days from the due date for payment of interest / installment. 







8.
Notwithstanding the terms and conditions of Bulk Water Supply agreements, in the event of VMC failing to pay the agreed water charges, the Borrower shall have a right to appropriate such charges from the interest and loan installment(s) due to VMC and this right shall be exercised on expiry of 90 days from the date on which the water charges become due. 







9.
A suitable clause to give effect to clause no. 7 & 8 above shall be incorporated in the Bulk Water Supply Agreement to be entered into between VMC and VIWSCo.







10.
If VMC commits breach of any of the covenants contained herein or fails to fulfill its obligations under this agreement including release of loan installments in time, VMC shall be liable for any additional costs that may be incurred by the Borrower in availing finances from other agencies to facilitate completion of the project. In such an event to the extent loan released by VMC both the parties abide by the terms and conditions of this agreement. 





Approval of Board of Directors of the Borrower
:
Before actual drawal of the loan, the Borrower shall submit to VMC a certified copy of resolution passed by the Board of Directors / Shareholders giving specific approval to the loan and certifying that the borrowal is within the borrowing powers of APIIC.

The borrower expressly agrees and undertakes that the said loan amount shall be utilised exclusively for the purpose of implementing the Scheme and for no other purpose.

The Borrower through the VIWSCo expressly agrees to ensure supply of water to VMC as per Bulk Water Supply Agreement.

Notwithstanding anything herein or in the said security clauses contained, the whole of the said loan or the entire balance thereof outstanding at the time shall at VMC's option become forthwith due and payable by the Borrower to VMC and VMC will at its option be entitled to enforce its security upon the happening of any other following events, namely:

a)
any installment of principal monies being unpaid on the respective due date for payment thereof for a period of sixty days;

b)
any installment of interest remaining unpaid and in arrears for a period of sixty days after the same shall have become due whether demanded or not;

c)
any representation or statement of the Borrower's proposal being found incorrect or the Borrower's committing any breach or default in the performance or observance of any terms and conditions or provision contained in these presents and/or the Borrower's proposal and/or the said security documents or any other terms and conditions relating to the loan amount;

d)
the Borrower's entering into any agreement or composition with its creditors or any other BOT operator or committing any act of insolvency and any act the consequences of which may lead to the winding up of the Borrower;

e)
execution of distress or other process being enforced or levied upon or against the whole or any part of the Borrower's property whether secured to VMC or not;

f)
any order being made or a Resolution being passed for the winding up of the Borrower (except for the purpose of amalgamation or reconstruction with the prior approval of VMC);

g)
a Receiver being appointed in respect of the whole or any part of the property of the Borrower;

h)
VIWSCo creating in any manner any mortgage, charge, pledge, hypothecation, lien or other encumbrance on the security given or to be given to VMC in respect of such loan or create any interest in such security in favour of any other party or person without obtaining a prior written consent from VMC.

i)
if the Borrower shall stop payment or intend to do so;

j)
the occurrence of any event or circumstances which is prejudicial to or impairs or imperils or depreciates or jeopardizes or is likely to prejudice, impair, imperil  or depreciate or jeopardize any security given to VMC; 

k)
the occurrence of any event or circumstance which would or is likely to prejudicially or adversely affect in any manner the capacity of the Borrower either to repay the said advance or to carry out the said proposal.

l)
VIWSCo failing to supply water for a continuous period as provided under the terms and conditions of Bulk Water Supply Agreement. 

m)
VIWSCo not obtaining prior clearance from VMC for committing supply of water to any new bulk consumer in future. 

VMC and any officer, any nominee servant or agent of VMC or any accountant appointed by VMC shall have the right to inspect the Borrower’s / VIWSCo’s premises and Plant and books of accounts and vouchers for ensuring that Borrower / VIWSCo has duly complied with the terms of these presents and/or the security documents and the terms of Bulk Water Supply Agreement.

The Borrower/VIWSCo shall furnish VMC with all such information as VMC may reasonably require for VMC's satisfaction as to due compliance with the terms of the proposal and of the sanctions, grant and utilization of the loan and all such periodical reports and information at such times, in such form and containing such particulars as VMC may call for.

Nothing contained in these presents shall be deemed to limit or affect prejudicially the rights and powers of VMC under the security documents or any of them or at law.

No delay in exercising or omission to exercise any right, power or remedy accruing to VMC upon any default under this Agreement or under any security document, shall impair or prejudice any such right, power or remedy or shall be construed to be a waiver thereof or any   acquiescence in such default nor shall the action or inaction of VMC in respect of any default affect or impair any right, power or remedy of VMC in respect of any other default.

ARBITRATION

If at any time, any question, dispute or difference whatsoever arises between the VMC and the Borrower out of, or upon or in relation to or in connection with the agreement, either party may forthwith to the other, notify in writing of the existence of such question, dispute or difference and the same shall be settled by a panel of arbitrators (the “Arbitration Panel”) in accordance with the Arbitration and Conciliation Act, 1996. 

The Arbitration Panel shall consist of three arbitrators.  The VMC shall appoint one Arbitrator and the Borrower shall appoint one Arbitrator. The two Arbitrators so appointed shall appoint a third Arbitrator, who will be the presiding Arbitrator and the Arbitration proceedings shall be conducted in accordance with the Arbitration and Conciliation Act, 1996. 

The venue of arbitration shall be at Hyderabad and the language of arbitration shall be English.

In witness whereof, the Borrower has caused its common Seal to be affixed hereto and to a duplicate hereof on the day and month and year first hereinabove written and whereas Parties have caused the same and the said duplicate to be executed on the date herein appears

FOR AND ON BEHALF OF VMC                             
FOR AND ON BEHALF OF APIIC










NAVIN MITTAL
R M GONELA

Commissioner 
Executive Director (Projects and Finance)




Contact Address:
Contact Address:

Visakhapatnam Municipal Corporation 

Tenneti Bhavan

Asilmetta Junction

Visakhapatnam – 530 002. A.P. India
5-9-58/B 6th Floor, Parisrama Bhavanam, Fateh Maidan Road, Basheerbaug

Hyderabad - 500 004. A.P. India

Telephone
: +91 (891) 2746300
Telephone
: +91 (40) 23233596

Fax

: +91 (891) 2568545
Fax

: +91 (40) 23240205




In presence of :
In presence of :










K V Rama Rao

Chief Engineer
K V V Sathi Reddi

Chief Engineer – I, APIIC










J Nageswara Rao

Examiner of Accounts
C. Subba Rao 

Senior Manager (Finance), APIIC

Annexure 1

Tentative Loan Drawdown Schedule

Month
Amount (Rs. Crores)




March 2003
10.00

June 2003
5.00

July 2003
20.00

August 2003
15.00

September 2003
10.00

TOTAL
60.00
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