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A,bstract

Acceptance of 'Letter of Mandate'issued by Reserve Bank of lndia in lieu of ihe

Bank Guarantee from Southerrr Railway against Security Deposit by deleting Clause

B.o. (FTD) N$o'2261202 0 (soR/RG' I llsD-B a nk Gua ra ntee/Rai lwayl20 19-20)
Dated, Thi ruva na ntha pura m, 2$'A3'2A20'

dated 09.08.2CI1.9 fronr

Reserve Bank of lndia.
(2) Letter lrto.E/46/ET/1/KSEB dated 19.12.20L9 from Southern Railway.

(3)Note No.SOR/RG.1/SD-Bank Guarantee/RailwayiZ019-20/461 dated

ZS.AZ.Z.AiO of Special Officer (Revenue) submitted to the Full Time

Directors (Agenda ttlo'29/03/20).

ORDER

lvl/s. Southern Railway is consumer being several l-'lT/El-{T connectian in the

office of the Special Officer tRerrenue). As per Kerala Electricity Srrppl5r Code 2014' it

is mandatory that l-lT/EHT consumers shoulcj have Security Deposit equivalent to ai

least twice their average rnonthly bill amount. As per Regulation 70 of the Supply

Code there is an option for HT7EHT consumers to place uptcl 509/o of their security

deposit in the forrn of Bank Guarantee from any nationalized/scheduled cornmercial

bank instead c'f cash.

For meeting ttte purpose of Bank Guarantee, the Railway usually submitted

,.i-etter of Assurance" issued by the Reserve Bank of lndia anci tlre same was

accepted by KSEBL. lrtow all the 'Letter of Assurarlces' subrnitted by fvl/s. Soutlrern

llailway instead of Bank Guarantee were expired on 30'06'2018' Two molrths

before tlre expiry date of the'Letter of Assurance' already subnritted, the Failway

was intimated to furnish new/revalidate the expiring 'Letter of Assurance" But

Railway inforrneci that now the Reserve Bank qf lnclia is not issuing the '[-etter of

Assurance'and also requested to accept'Letter of Mandate'fonruardecn by Reserve

tsanl< of !rrdia irr the place of l-etter of Assurance/Bank Guarantee, statinE that it will

ful,fill KSEBL's requirenrents. They also requested not to insist Bank Guarantees

frorn Commencial Banks. On going through the conditions rnentioned in the 'Draft
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Letter of Mandate' forwarded by Railways, it is seen that the 'Letter of Mandate' can

be revoked by Railway at any time by issuing a notice in writing to Reserve Bank of

India even without informing the State Distribution Utilities. On comparing the
'Letter of Assurance' earlier being issued by the Reserve Bank of India with the

'Letter of Mandate', it is seen that 'Letter of Assurance' issued by RBI was as good

as Bank Guarantee assuring payments by RBI till the expiry of tenure of the 'Letter

of Assurance' and there was no clause for revoking the assurance of the remittance

before the validity of letter of assurance. But in the case of Clause No.3 of 'Letter of

Mandate' Railway will have the option to revoke it at any time by issuing a notice to

Reserve Baqft of India. Hence, there is an inherent risk of revoking the 'Letter of

lr{andate' by Railway and hence it could not be treated at par with the Bank

Guarantee.

Cfause No.3 of 'Letter of Mandate' - "or until vve shall have expressly revoked

it by notice in writing delivered to you and you have acknon4edge receipt of such

notice whichever is earlier",

lf the Railway is willing to make amendment to the Clause No.3 of the "Letter

of Mandate' by deleting the condition, then the anrended Letter of Mandate can be

accepted in the place of Bank Guarantee as it eliminate the risk of revocation of the

Letter of Mandate by the Railways without informing State Distribution utilities.

Railway had forwarded a copy of Office Memorandum lrlo.23l22l2019-R&R

issued by the Ministry of Power, Government of India dated 6th August 20J-9

conveying the approval of the competent authority that for the purpose of

scheduling as per Ministry of Power's order dated 28.06.2019, the 'Letter of

Mandate' issued by Reserve Bank of India, can be considered as payment security

mechanism.

Railway as per letter read 3'd above now requested to consider the following points.

i) As Ministry of Power has cornmunicated its acceptability of 'Letter of

Manciate' as a payment security mechanis.prr, it shall be applicable to all the

state electricity boards that includes KSEBL, hence separate assurance

clirectly to KSEBL is not warranted and the 'Letter of Assurance' issued

earlier was also not directly addressed to KSEBL.

ii) ln the'Letter of Mandate'format it is clear tlrat Railway has authorized

Reserve Bank of lndia to unconditionally debit its account for any claim
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insist for any documents from SEB and hence there shall be no difficuity in
encashment.

iii) Southern Railway is availing Traction Power Supply in the StatE of Tarnil
hJadu, Kerala and Andhrra and except Kerala no SEIJ is having the provision

for payment of 50% of Security Deposit in the forrn of Bank Guarantee.

lvl/s. Sctuthern Raillay l-rave assured to provide aclditional details and any
clarification on 'Letter of l4andate' issued by RBI if furtl'ler requirecl by KSEBL.

The rnatter vras placed before Full Time Directors as per note read 3d above.

The FullTinre Directors, in the meeting lreld on 03.03.2020 nesolved to accord
sanction for the following -

Ii To suljgest Railway to make amendment to the Clause No.(3) of the 'Letter of
Mandate' by deleting the condition "or until we slrall have expressly revokecl
it by notice in rryriting deliver to you and you have acknowledge the receipt of
such notices whiclrever is earlier".

2) To accept the 'Letter of l4andate', if the Letter of lvlanclate is amended as

suggested above.

Orders are issued accordingly.

By Order of the Full TTmre Directors
sd/_

LEKI"IA. G
COMPANY S ECR,HI ARY ( ! ftI-Ch,IARG H}

To
The Chief Electrical Distribution Engineer,
Headquafters officer, Southern Railway, Electrical Branch, chennai.

Copy to:-
1. The Financial Adviser/The Chief Internal Audltor.
2. The Chief Engineer (tT).
3. The TA to chairman & Managing Director/Director (Distn., lr&HRM/

Director (Trans. System Operation, Corporate Flanning, Safety & REES)/
Di rector (Generation Civi | )/Director (Generation-(Electrical ) ASCfll ).4" The FA to Director (Finance)/Senior CA to Secretary (Adrninistratiorr).

5. The Company Secretary-in charge.
6. The Special Officer (Revenue), KSEBL.
7. Library/Stock file.

/ By OrderForwa

ntendent


