EXPORT LINES OF CREDIT
A Safe and convenient Export Financing Option
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Three decades ago, in 1982, Government of India launched a new institution in the
form of Export-Import Bank of India (Exim Bank), with a mandate to enhance exports
and integrate India’s international trade and investment with its economic growth.
While the mandate was demanding, what really set the Bank apart was the strategy
adopted to fulfil it, which essentially involved introduction of innovative products and
services and proactive adaptation to new challenges.
Commencing operations as a purveyor of export credit, Exim Bank today plays an
important role in partnering Indian industries in their globalisation efforts through a
comprehensive range of financing and advisory support programmes encompassing all
stages of the export business cycle.
Exim Bank has played a pioneering role in promoting project exports from India and
has been actively encouraging Indian firms to participate in overseas project
opportunities. With the Bank’s support, many Indian companies operate as Project
Management Consultants (PMC) or Engineering Procurement Construction (EPC)
contractors or consortium members in export markets.
The achievements of the past three decades provide a strong foundation to Exim Bank
from where it will continue to catalyse India’s international trade and investment. The
Bank is committed to go beyond traditional financing and facilitate exports of a variety
of products and services which have the potential to go overseas, by creating a niche
for them in the international market.
This brochure is for dissemination of information on one of the principal lending
programmes of Exim Bank viz. Lines of Credit (LOCs), to various Indian exporters, as
also prospective LOC recipients viz. Foreign Governments or their nominated agencies
such as central banks, state owned commercial banks and para-statal organizations;
national or regional development banks; overseas financial institutions; commercial
banks abroad; and other suitable overseas entities.

This brochure contains:
(i) Background
(ii) Section I : Broad Guidelines and Procedures of Government of India
supported Lines of Credit; and
(iii) Section II : Broad Guidelines and Procedures of Exim Bank’s own
commercial Lines of Credit
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Background
A Line of Credit is a financing mechanism through which Exim Bank extends support
for export of projects, equipment, goods and services from India. Exim Bank extends
LOCs on its own and also with the support of Government of India. Exim Bank
extends Lines of Credit to:
(a)

Foreign Governments or their nominated agencies such as central banks,
state owned commercial banks and para-statal organizations;

(b)

National or regional development banks;

(c)

Overseas financial institutions;

(d)

Commercial banks abroad;

(e)

Other suitable overseas entities.

The above mentioned recipients of LOCs act as intermediaries and onlend to overseas
buyers for import of Indian equipment, goods and services. LOC is a financing
mechanism that provides a safe mode of non-recourse financing option to Indian
exporters, especially to Small and Medium Enterprises (SMEs), to enter new export
markets or expand business in existing export markets without any payment risk from
the overseas importers.
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Broad Guidelines and
Procedures for Government
of India Supported Lines of
Credit
The Government of India (GOI), in 2003-04, formulated the India Development Initiative
(IDI), now known as Indian Development and Economic Assistance Scheme (IDEAS) –
with the objective of sharing India’s development experience through

(a) capacity building and skills transfer,
(b) trade, and
(c) infrastructure development,
by extending concessional Lines of Credit (LOCs) routed through Exim Bank, to
developing partner countries, towards creating socio-economic benefits in the partner
country. Recently, the Ministry of External Affairs (MEA) has set up the Development
Partnership Administration (DPA) Division to deal with India’s development
assistance programmes abroad, including LOCs routed through Exim Bank. These
LOCs are now increasingly being extended to partner countries for large-scale and
complex projects (project exports from India).
Bilateral or multilateral assistance, through Lines of Credit, typically follows a
sequence of standard procedures, viz.
(a) project identification and preparation of Detailed Project Report
(b) review and approval of the project proposal,
(c) offer of the loan, acceptance and execution of loan agreement,
(d) preparation of the Detailed Project Report (DPR), prequalification of Indian
companies, selection of the Indian contractor through bidding process by the LOC
Recipient and coverage of contract under the LOC,
(e) project implementation, monitoring and supervision,
(f) socio-economic impact assessment after project completion.
The lessons learnt from the impact assessment / evaluation act as a feedback to the
preparation, review and implementation of future projects. This process forms the
‘project cycle.’
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Initiation of LOC Proposal

5

There shall be automatic annulment of an LOC which does not get signed for a period
of 18 months from the date of its approval by the Government of India. For justifiable
reasons, this period could be extended by a maximum 6 months by the Government of
India.

Signing of the LOC
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Operationalising the LOC

Responsibility for repayment and servicing
of loans under the LOC
•

The LOC recipient is fully responsible for repayment and servicing of the loan.

•

Liability of the Borrower/Recipient of the LOC, for repayment of principal
instalments and payment of interest and other dues under the LOCs, to Exim Bank,
is absolute and irrevocable, and is, in no way, linked to repayment/payment by
sub-borrowers or to the completion of the projects/contracts covered under the
LOCs, or subsequent operation thereof.
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Contract Coverage
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Requirements as to import of goods and
services from India
•

Goods and services (including consultancy services) for at least 75% value of the
contracts covered under these LOCs must be sourced from India. A suitable
relaxation not exceeding 10% may be considered on a case to case basis for
exceptional reasons, especially in case of projects having civil construction.

•

LOCs may finance upto 100% value of contract on FOB/CFR/CIF/CIP basis.

•

Goods and services covered under the LOCs will be free from all kinds of taxes
and duties of any nature whatsoever levied in the recipient country including all
corporate / personal / value added taxes, import / custom duties, special levies and
social security contributions for temporary employees deputed by Indian exporters
in relation to the project execution in the recipient countries.

•

Pre-shipment inspection of equipment / goods is mandatory.

Disbursements and Repayments under LOCs
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•

All LOCs will have terminal disbursement date, i.e., the date falling on expiration
of a period of 60 months after the scheduled completion date of project (for both
project exports and supply contracts). Thus the unutilized portion of the LOC will
be cancelled at the end of 5 years after the scheduled completion date of the
project.

Monitoring Mechanism
A Joint Monitoring mechanism for monitoring the project execution for projects
covered under the LOCs is required to be set up by the Government of LOC-Recipient
country. The Mechanism would have representatives from the Government of LOCRecipient country, Exim Bank and Indian Diplomatic Mission in the respective
country. The Monitoring Mechanism is expected to ensure timely execution of the
project as per the Detailed Project Report (DPR) and avoid / minimize cost over-runs.
The utilisation and servicing of the LOCs are also monitored in addition to the project
implementation status. The project monitoring involves two phases:
I.

Project Execution Phase
•
•

•
•
•

The Project Implementing authorities of the LOC Recipient countries are
required to provide quarterly status reports to Exim Bank.
Quarterly progress reports are required to be submitted by the Indian contractor
to Exim Bank on the status of the project. Also, regular review meetings are
conducted in India by Exim Bank with the Indian contractor for monitoring the
project execution.
In certain instances, Exim Bank may also undertake visits to manufacturing
sites of the Indian contractors and the ports when the shipments are underway.
In case of undue or protracted delay in project execution, a Joint site visit may
be undertaken by Exim Bank and the Indian Diplomatic Mission with LOCRecipient Government to ascertain the causes and initiate remedial action.
In such cases, the frequency of the reports to be submitted to Exim Bank and
the review meetings conducted may be increased to monthly from quarterly.

II. Project Completion phase
The Indian Diplomatic Mission is required to submit a project completion report to
the Government of India and Exim Bank covering the present and future benefits
of the project and its socio-economic impact on the country /region where the
project is implemented. Inputs on the long-term economic interests created by the
LOCs in the recipient countries may also be highlighted.
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Broad Guidelines and
Procedures for Exim
Bank’s Own Commercial
Lines of Credit
Initiation of LOC Proposal

Signing of the LOC
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Operationalising the LOC

Responsibility for repayment and servicing
of loans under the LOC
•

The LOC recipient is fully responsible for repayment and servicing of the loan.

•

Liability of the Borrower/Recipient of the LOC, for repayment of principal
instalments and payment of interest and other dues under the LOCs, to Exim Bank,
is absolute and irrevocable, and is, in no way, linked to repayment/payment by
sub-borrowers or to the completion of the projects/contracts covered under the
LOCs, or subsequent operation thereof.

12

Contract Approval

Requirement as to import of goods and
services from India
•

Goods and services for at least 85% value of the contracts covered under these
LOCs must be sourced from India.

•

Advance payment of at least 10% of the value of the contract to be borne by the
LOC recipient/foreign buyer.

•

LOCs may finance upto 90% value of contract on FOB/CFR/CIF/ CIP basis.

•

Pre-shipment inspection of equipment / goods is mandatory.
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Terminal Disbursement Date
•

All LOCs will have terminal disbursement date, i.e. the date falling on expiration
of a period of 36-42 months from the effective date of LOC Agreement.

Monitoring Mechanism
The Monitoring Mechanism is expected to ensure timely execution of the major
projects covered under the LOC, as per the detailed project report and avoid / minimize
cost over-runs. The utilisation and servicing of the LOCs are also monitored in
addition to the project implementation status. The project monitoring involves the
following:
•
•

•
•
•

The Project Implementing authorities in the LOC Recipient country are required to
provide quarterly status reports.
Quarterly progress reports on the status of the project are required to be submitted
by the Indian contractor to Exim Bank. Also, regular review meetings are
conducted in India by Exim Bank with the Indian contractor for monitoring the
project execution.
In certain instances, Exim Bank may also undertake visits to manufacturing sites of
the Indian contractors and the ports when the shipments are underway.
In case of undue or protracted delay in project execution, a joint site visit may be
undertaken by Exim Bank with the LOC-Recipient to ascertain the causes and
initiate remedial action.
In such cases, the frequency of the reports to be submitted to Exim Bank and the
review meetings conducted may be increased to monthly from quarterly.
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