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OTF GRANT NUMBER TFO23789

QCzone Projects Trust Fund Grant Agreenent

(CFC Production Sector G adual Phase-Qut Project)

bet ween

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON
AND DEVELOPMENT

acting as Trustee of the Ozone Projects
Trust Fund

and

| NDUSTRI AL DEVELOPMENT BANK CF | NDI A

Dat ed June 30, 2000
OTF GRANT NUMBER TF023789
OZONE PRQIECTS TRUST FUND GRANT AGREEMENT

AGREEMENT dat ed June 30, 2000, between the

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVEL OPMENT,
acting as Trustee of grant funds provided for the
CQzone Projects Trust Fund (OTF) by Parties to the

Mont real Protocol on Substances that Deplete the Ozone
Layer (the Trustee) and the | NDUSTRI AL DEVELOPMENT
BANK OF INDIA (1DBl) (the Recipient) of the other part
(the OTF Grant Agreenent).

WHEREAS (A) The International Bank for
Reconstructi on and Devel opment (the Bank) pursuant to
Resol ution No. 91-5 of March 14, 1991, of the
Executive Directors of the Bank (the Resol ution),
established a Facility, including the OIF, to assist
in the protection of the global environment and
pronote thereby environmentally sound and sustai nabl e
econom ¢ devel opnent;

(B) The Parties to the Montreal Protocol on
Subst ances that Deplete the Ozone Layer, and to the
Vi enna Convention for the Protection of the Ozone
Layer have established the Miultilateral Fund (the
Fund) for the Inplementation of the Montreal Protocol
to operate under the authority of the said Parties to
provi de the financing of agreed increnental costs to



enabl e the Parties operating under paragraph 1 of
Article 5 of the Protocol to conply with control
nmeasures provided for in the Protocol;

(O The Executive Committee of the Fund (the
Executive Committee) and the Bank have entered into an
agreenent effective on July 9, 1991, pursuant to which
the Executive Committee has agreed to provide funds
into the OTF to be adninistered by the Bank as Trustee
in accordance with the provisions of the said
agreenent and the Resol ution;

(D) The Executive Committee and India (India)
have entered into an agreement dated Cctober 1, 1999
(the Consensus Agreenent), whereby the Executive
Committee has agreed to make avail able to India grant
funding for carrying out the Project described in
Schedule 2 to this Agreenent;

(E) India and the Recipient, having satisfied
thenselves as to the feasibility and priority of the
sai d Project, have requested that grant funding for
the Project be provided through the resources of the
OTF, and the Trustee has determ ned that such
arrangements woul d be in accordance with the
provi sions of the Resol ution;

(F) India and the Recipient represent that
there are no inpedinents, under the |aws of India, for
the Recipient to carry out the Project and performits
obligations under this Agreenent;

(G The Project will be carried out by India
through its Mnistry of Environnent and Forests (MOEF)
with the assistance of the Recipient, and the Trustee
has entered into a Project Agreenment with India (the
Project Agreenent); and

(H India has requested the United Nations
Envi ronnent Programre (UNEP) to execute the technical
assi stance required in support of the Project, and the
Trustee has entered into a Menorandum of Agreenent
(MDOA) with UNEP.

WHEREAS t he Trustee has agreed, on the basis,
inter alia, of the foregoing, to extend a grant (the
OTF Grant) to the Recipient upon the ternms and
conditions set forth in this Agreenent;

NOW THEREFORE t he parties hereto hereby agree as
foll ows:

ARTI CLE |
General Conditions; Definitions

Section 1.01. (a) The follow ng provisions of
the General Conditions Applicable to Loan and
Guar antee Agreements for Currency Pool Loans, dated
January 1, 1985 (as anmended through Cctober 6, 1999)
(the CGeneral Conditions) constitute an integral part
of this Agreenent:

(i) Article 1;

(ii) Sections 2.01 (1), (2), (3), (4),



(6), (8), (9), (10), (15), and (20) 2.02 and
2.0

(iii) Section 3.01;

(iv) Section 4.01 and the first
sentence of Section 4.09;

(v) Sections 5.01, 5.05, 5.06, 5.07,
5.08, and 5.09;

(vi) Sections 6.02 (c¢), (d), (e), and
(p); and 6. 06;

(vii) Section 8.01 (b);
(viii) Sections 9.01 (a), 9.05, 9.06 and

9. 07,
(ix) Sections 10.01, 10.03 and 10. 04;
(x) Article Xl; and
(xi) Sections 12.03 and 12. 04.
(b) The General Conditions shall be nodified
as foll ows:

(i) the term "Bank", wherever used in
the General Conditions, other than in
Sections 2.01 (8) and 6.02 (f) thereof and the
second use of such termin
Section 5.01 thereof, nmeans the Trustee except that in

Section 6.02, the term "Bank" shal |
al so include the International Bank for Reconstruction
and Devel opnent acting inits

own capacity;

(ii) the term"Borrower", wherever used
in the General Conditions, neans the
Reci pi ent ;

(iii) the term"Loan Agreenent"”,
wherever used in the General Conditions, neans this
Agr eenent ;

(iv) the term"Loan" and "l oan"
wherever used in the General Conditions, neans the
OTF G ant;

(v) the term "Loan Account" wherever
used in the General Conditions, neans the OTF
Grant Account;

(vi) Section 4.01 is nodified to read:

“Except as the Trustee and the
Reci pi ent shal |l otherw se agree, w thdrawal s
fromthe OTF Grant Account shall be made in the
currency of the CFC Phase- out Account
specified in Section 2.02 (b) of this Agreement;” and

(vii) a new sub-paragraph is added after
sub-paragraph (j) in Section 6.02 of the
General Conditions, as follows: "an
extraordinary situation shall have arisen



in which any further disbursenent under the OTF
Grant woul d exceed the
resources avail able for disbursenent fromthe OIF
Gant for the Project."

Section 1.02. Wherever used in this Agreenent,
unl ess the context otherw se requires, the several
terns defined in the General Conditions and in the
Preanmble to this Agreenent have the respective
nmeani ngs therein set forth and the follow ng
additional terms have the follow ng nmeanings:

(a) “Agency Service Fee” neans the fee
referred to in Article 2.05 for the services carried
out by the Recipient, as a financial internediary.

(b) “Annual Performance Audit” neans the
audit of the inplenentation of an Annual Program as
referred to in Paragraph 3(a) of Schedule 3 to this
Agr eenent .

(c) “Annual Performance Audit Report” neans
the report of the audit of the inplenmentation of an
Annual Program as referred to in Paragraph 3(a) of
Schedule 3 to this Agreement and Part A 5(b) of the
Schedul e to the Project Agreenment between |ndia and
the Bank (the Project Agreenent).

(d) “Annual Progranf nmeans a program of
actions aimed at reducing CFC Production in the course
of a Program Year, as referred to in Part B.9 of the
Schedul e to the Project Agreenent.

(e) “Annual Program Anount” neans the part of
the proceeds of the OTF Grant approved by the
Executive Committee as part of the said Cormittee’s
approval of an Annual Program and to be disbursed for
the carrying out of the said Annual Programin
accordance with this Agreenent.

(f) “Beneficiaries” neans the four CFC
production enterprises which are |egal entities
establ i shed under the Conpani es Act of India, 1956:
(i) Chenplast Sanmar Ltd.; (ii) Cujarat
Fl uorochem cals Ltd.; (iii) Navin Fluorine Industries
Ltd.; and (iv) SRF Ltd., and their successors or
assi gns.

(9) “Country Progranmi neans India s Country
Program for the Phase Qut of Ozone Depleting
Subst ances under the Montreal Protocol, dated
Sept enber, 1993, as approved by the Executive
Conmittee in Novenber, 1993, and anended fromtine to
tinme.

(h) “CFC’ neans chl orof | uorocarbons 11, 12,
113, 114, and 115.

(i) “CFC Production” neans the production of
CFCs for both donestic consunption and exports.

(j) "CFC Phase-out Account" neans the account
referred to in Section 2.02 (b) of this Agreenent.

(k) “EMP’ neans an Environnental Managenent
Plan to be subnitted by each Beneficiary prior to
nodi fication, or partial or conplete dismantling of a



CFC or HCFC production line, after cessation of CFC
and HCFC producti on.

(1) “HCFC’ neans hydrochl or of | uor ocar bons.

(m “MOA” neans the Menorandum of Agreenent
of even date herewith entered into between the Trustee
and UNEP.

(n) “MOEF” neans the Mnistry of Environnent
and Forests.

(o) “ODS" neans any ozone depl eting substance
or substances.

(p) “ODS Regul ations” neans the regul ations
notified for public conents on January 25, 2000, and
to be issued under the Environnent (Protection) Act,
1986, for controlling and nmonitoring the production
and use of ODS.

(q) “Performance Agreenent” nmeans the
agreenent referred to in Part A 4 of the Schedule to
the Project Agreenent, to be entered into between MOEF
and each of the Beneficiaries outlining the
obligations of the Beneficiaries;

(r) “Program Year” neans a period of one
cal endar year covered by an Annual Program

(s) “Project Agreenent” neans the agreenent
of even date herewith entered into between |India and
the Trustee.

(t) “Project Inplenentation Manual” neans the
manual dated April 20, 2000, setting out the detailed
operational, financial, admnistrative, disbursenent,
accounting, auditing, and nonitoring procedures
governing the inplenentation of the Project, as
revised fromtine to time in agreement with the
Trust ee.

(u) “Project Managenment Unit” (PMJ) neans the
Unit to be established by MOEF with the specific
responsibility of inplementing the Project.

(v) “Quota Order” neans an order issued by
India on March 2, 2000, through MOEF for
i mpl ementati on of a quota systemfor the production of
CFCs.

(w) “Sub- Grant Agreenent” nmeans the agreenent
referred to in section 3.03 hereof , to be entered
into between the Recipient and each of the
Beneficiaries, outlining the ternms under which
paynments out of the OTF Grant shall be made to each of
the Beneficiaries for phasing out production of CFCs.

(x) “Techni cal Assistance” neans the
activities to be carried out by PMJU with the
assi stance of UNEP, as specified in Annex | of the
MOA.
ARTI CLE 11

The OTF G ant



Section 2.01. The Trustee agrees to make
avail able to the Recipient, on the terms and
conditions set forth or referred to in this Agreenent,
the OTF Grant in an anount not exceeding eighty
mllion eight hundred thousand United States Dollars
(Us$80, 800, 000) inclusive of the Agency Service Fee of
ei ght hundred thousand United States Dol lars
US$800, 000 (the OTF Grant).

Section 2.02. (a) The OTF Grant nmay be wi thdrawn
fromthe OTF Grant Account for paynents to be nmade to
the Beneficiaries for reduction in CFC Production, and
the Agency Service Fee in accordance with the
provi sions of Schedule 1 to this Agreement.

(b) The Recipient shall, for the purposes of
the Project open and nmaintain a Project account (the
CFC Phase-out Account) in a comercial bank on terns
and conditions satisfactory to the Trustee, including
appropriate protection against set off, seizure or
attachnment. Al withdrawals fromthe OTF G ant Account
shal | be deposited by the Trustee into the CFC
Phase-out Account in United States Dol lars. Deposits
into, and paynents out of, the CFC Phase-out Account
shal | be made in accordance with the provisions of
Schedule 3 to this Agreenent.

Section 2.03. The Cosing Date shall be June 30
2011, or such later date as the Trustee shal
establish. The Trustee shall pronptly notify the
Reci pi ent of such later date.

Section 2.04. The Trustee shall not be obligated
to make any paynent under this Agreenent except to the
extent it shall have received funds for the purposes
of the Project fromthe Executive Conmittee.

Section 2.05. The Trustee shall pay to the
Reci pient, in consideration of the services provided
by the Recipient under this Agreenment, 1% of the
paynents to be disbursed to the Beneficiaries, such
fee to be paid out of the proceeds of the OTF Grant in
instal | nents proportionate to each disbursenent made
by the Recipient to the Beneficiaries, payable only
after such disbursenent is nade to the Beneficiaries.

ARTI CLE 111
Execution of the Project

Section 3.01. The Recipient declares its
comritment to the objective of the Project as set
forth in Schedule 2 to this Agreenent and to this end
shall carry out its responsibilities as a financia
internediary in confornmity with appropriate financia
and adninistrative practices, and in accordance with
Schedule 3 to this Agreenent.

Section 3.02. The Reci pient shall collaborate
closely with MOEF in the inplenmentation of the
Project, and shall take all the necessary actions to
enable MOEF to carry out its obligations under the
Proj ect .

Section 3.03. The Recipient shall enter into a
Sub- Grant Agreerment with each of the Beneficiaries
The Recipient shall subnmit to the Bank for its review



and approval a draft of the Sub-Gant Agreenment, and
ensure that the Bank receives a copy of the fully
executed Sub-Grant Agreenents entered into with each
of the Beneficiaries. No disbursenent of funds shal
take place to any Beneficiary who has not entered into
a Sub-Grant Agreement with the Recipient and a

Per f ormance Agreement with MOEF as specified in
Section 2.01(c) of the Project Agreement.

ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) The Recipient shall maintain a
financi al managenent system including records and
accounts, and prepare financial statenents in a format
acceptable to the Bank, adequate to reflect in
accordance with sound accounting practices the
operations, resources and expenditures related to the
Proj ect .

(b) The Reci pi ent shall

(i) have the records and accounts
referred to in paragraph (a) of this Section
i ncl uding those for the CFC Phase-out
Account for each fiscal year audited, in
accordance with appropriate auditing principles
consistently applied, by
i ndependent auditors acceptable to the Trustee;

(ii) furnish to the Trustee as soon as
avai l abl e, but in any case not l|ater than
six months after the end of each such year, the
report of such audit by said
audi tors, of such scope and in such detail as the
Trustee shall have reasonabl y
request ed; and

(iii) furnish to the Trustee such other
i nformati on concerning said records and

accounts and the audit thereof as the
Trustee shall fromtime to tine
reasonably request.

ARTI CLE V
Renedi es of the Trustee

Section 5.01. Pursuant to Section 6.02 (p) of
the General Conditions, the follow ng additional
events are specified:

(a) India or any other authority having
jurisdiction shall have taken any action for the
di ssolution or disestablishnent of the Recipient or
for the suspension of its operations

(b) India or any other authority shall have
taken any action, including the enactment or issuance
of legislation or regulations, which, in the opinion
of the Trustee, may adversely affect, prevent, or
interfere with the carrying out of the Project or the
performance by the Recipient of any of its obligations
under this Agreement.



(c) India shall have failed to neet the CFC
production phase-out targets agreed with the Executive
Conmittee of the Multilateral Fund.

(d) India: (i) shall have been suspended from
menbership in, or ceased to be a nmenber of the Bank;
or (ii) shall have ceased to be a nenber of the
I nternational Mnetary Fund.

ARTI CLE VI
Ef f ecti veness; Term nation

Section 6.01. This Agreenent shall enter into
force and effect upon its execution by both parties,
and the execution of the Project Agreenent.

Section 6.02. This Agreenent shall continue in
effect until the OTF Grant has been fully di sbursed
and the parties to this Agreement have fulfilled all
their obligations hereunder.

ARTI CLE VI

Representative of the Recipient; Addresses

Section 7.01. The Chairman and Managi ng
Director, or any Executive Director of the Recipient
i s designated as representative of the Recipient for
the purposes of Section 11.03 of the Ceneral
Condi tions.

Section 7.02. The foll owi ng addresses are
specified for the purposes of Section 11.01 of the
CGeneral Conditions:

For the Recipient:

I ndustrial Devel opnent Bank of India
| DBI Tower, Cuffe Parade

Munbai - 400005

I ndi a

Tel ex:

0118-2193
For the Trustee:

I nternational Bank for
Reconstruction and Devel opnent
1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica

Cabl e address:
Tel ex:

| NTBAFRAD
248423 (MCl) or

Washi ngton, D.C
64145 (M)

I N WTNESS WHERECOF, the parties hereto, acting
through their duly authorized representatives, have



caused this Agreement to be signed in their respective
names, in New Del hi, India, as of the day and year
first above witten.

| NTERNATI ONAL BANK FOR
RECONSTRUCTI ON AND DEVEL OPMENT
as Trustee of the Ozone Projects

Trust Fund
By /s/ Joell e Chassard-Mani bog
Acting Country Director, India
| NDUSTRI AL DEVELOPMENT BANK OF
I NDI A

By /s/ M M Haque
Aut hori zed Representative

SCHEDULE 1
Wt hdrawal of the Proceeds of the G ant

1. The tabl e below sets forth the Categories of
itens to be financed out of the proceeds of the G ant,
the allocation of the anpbunts of the Grant to each
Cat egory, and the percentage of expenditures to be
financed in each Category:

Amount of the
G ant
% of
(Expressed in
Expendi t ures
Cat egory US Dol | ars)
to be Financed

(1) Paynments to Beneficiaries 80, 000, 000

100%

(2) Agency Service Fee 800, 000

100%

2. The term “Agency Service Fee’’ neans the fee

payable to the Recipient for its services as financial
intermedi ary, as provided under Article 2.05 of this
Agr eenent .

SCHEDULE 2
Description of the Project
The objective of the Project is to assist India

in inmplementing its Country Program for phasing-out
CFC production within its territory.



The Project consists of the foll owi ng, subject
to such nodification thereof as India, the Trustee,
and the Recipient nay agree upon fromtine to tine to
achi eve the objective:

Reducti on of CFC Production through preparation and
i mpl enent ati on of Annual Prograns.

* * *

The Project is expected to be conpleted by
Decenmber 31, 2010.
SCHEDULE 3

CFC Phase-out Account

1. For the purposes of this Schedule, the term
“eligible paynents” neans payments to the
Beneficiaries for reduction in CFC Production and the
Agency Service Fee, to be financed out of the proceeds
of the OTF Grant, in accordance with Schedule 1 to
this Agreenent. Eligible payments shall be specified
in an Annual Program and shall not include paynents
incurred prior to the date of this Agreenent.

2. Paynents out of the CFC Phase-out Account shall
be nmade exclusively for eligible paynents in
accordance with the provisions of this Schedul e.

3. After the Trustee has received evidence
satisfactory to it that the CFC Phase-out Account has
been duly opened, withdrawals fromthe OTF G ant
Account in respect of any Annual Program shall be made
based on requests by the Recipient for deposits into
the CFC Phase-out Account as follows:

(a) The anmobunts allocated in such Annual
Program for CFC Reduction and the Agency Service Fee
may be withdrawn by the Recipient only after receiving
confirmation fromthe Trustee that:

(i) an Annual Performance Audit by
MOEF has been carried out through PMJ to ensure

that the Beneficiaries have net the
phase-out targets set out in the Annual

Program for the precedi ng Program Year using

nonitoring indicators that are
satisfactory to the Trustee, and an Annual Performance
Audit Report has been prepared; and

(ii) the information provided in the
Annual Performance Audit Report prepared by
MOEF t hrough PMJ in (i) above has been verified
by the Trustee, and the
Executive Committee has approved the Annual Program
and associ ated funding for
di sbursenments to the Beneficiaries;

(b) The Agency Service Fee may be di sbursed
fromthe CFC Phase-out Account only after the
di sbursenments to the Beneficiaries have taken pl ace,
as specified in paragraph 3(a) above.



(c) The Trustee shall have received copies of
fully executed Sub-Gant Agreenents entered into
bet ween the Reci pient and each of the Beneficiaries,
and Performance Agreenents entered into between MOEF
and each of the Beneficiaries, pursuant to which CFC
Production is to be reduced to at |east the target set
forth in the said Annual Program

(d) The Reci pi ent shall have submtted to the
Trustee the audited financial reports for each Program
Year, referred to in Article IV of this Agreenent; and

(e) O her conditions for disbursenments, as
set forth in the said Annual Program have been net,
as confirned by the Trustee

4, On the basis of such request or requests, the
Trustee shall withdraw fromthe OTF Grant Account and
deposit into the CFC Phase-out Account such anount or
amounts as the Recipient shall have requested

provi ded that the applicable conditions set forth or
referred to in paragraph 3(a), (c), (d) and (e) of
this Schedul e 3 have been net to the satisfaction of
the Trustee

5. For each paynent nade by the Recipient out of
the CFC Phase-out Account, the Recipient shall, at
such time as the Trustee shall reasonably request,
furnish to the Trustee such docunents and ot her

evi dence showi ng that such paynent was made
exclusively for eligible paynments.

6. If the CFC production levels of any of the
Beneficiaries under the G ant exceed the phase-out
targets as set forth in the Annual Program as
verified by the Trustee

(a) The Trustee shall require that no further
paynents under the Grant be nade, with respect to the
defaul ting Beneficiary until such corrective neasures
as shall be necessary have been effected, and the
subsequent Program Year’s production of the defaulting
beneficiary is reduced, as set forth in the Annua
Program and

(b) The Trustee shall require that the anount
payable to the defaulting Beneficiary be reduced by
$1, 000 per netric ton of CFC production above the
target set forth in the Annual Program for the Program
Year .

7. (a) If the Trustee shall have determn ned at
any time that any payment out of the CFC Phase- out
Account was inconsistent with the provisions of
paragraph 3 of this Schedul e, the Recipient shall
pronptly upon notice fromthe Trustee deposit into the
CFC Phase-out Account (or, if the Trustee shall so
request, refund to the Trustee) an anount equal to
such paynent.

(b) Refunds to the Trustee made pursuant to
paragraph 7 (a) of this Schedule 3 shall be credited
to the OTF Grant Account for subsequent wi thdrawal or



for cancellation in accordance with the rel evant
provi sions of this Agreement, including the General
Condi tions.



