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I NTERI M FUND CREDI T NUMBER N0O42-1 N

InterimFund Devel opnent Credit Agreenent

(Wonan and Chil d Devel opnent Project)

bet ween

I NDI A

and

| NTERNATI ONAL DEVELOPMENT ASSCCI ATI ON as Admi ni strator of the
interimtrust fund established with funds contributed by certain
menbers of |nternational Devel opnment Associ ation pursuant to
Resol ution No. | DA 184 of the Board of Governors of International
Devel opnent Associ ation, as anmended

Dated July 6, 1999
I NTERI M FUND CREDI T NUMBER NO42- I N
| NTERI M FUND DEVELOPMENT CREDI T AGREEMENT

AGREEMENT, dated July 6, 1999, between INDIA acting by its President (the
Borrower), and the | NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON (the Associ ation) as
admi ni strator (the Administrator) of the interimtrust fund (InterimFund) established
with funds contributed by certain nmenbers of the Association pursuant to Resol ution
No. I DA 184 (the InterimFund Resolution) of the Board of Governors of the
Associ ation, adopted on June 26, 1996, as anended.

WHEREAS (A) by the Interim Fund Resolution the InterimFund has been
establ i shed, constituted of the funds contributed by certain menbers of the
Associ ation and adm ni stered by the Association acting as Administrator of the Interim
Fund, in accordance with the provisions of the InterimFund Resol ution;

(B) the Borrower, having satisfied itself as to the feasibility and priority
of the Project described in Schedule 2 to this Agreenment, has requested the
Admi ni strator to assist in the financing of the Project through the provision of
resources fromthe InterimFund, and the Admi nistrator has determ ned that such
assi stance would be in accordance with the provisions of the InterimFund Resol ution;

(O Parts A and B of the Project will be carried out by the States of Keral a,
Mahar ashtra, Rajasthan, Tam| Nadu and Uttar Pradesh (the Project States) with the
Borrower’s assistance, and as part of such assistance, the Borrower will make
available to the Project States part of the proceeds of the Interim Fund Credit as
provided in this Agreement;



(D) Part C(4) of the Project will be carried out by the Borrower and certain
States and Union Territories of the Borrower other than the Project States (the Part
C(4) States) with the Borrower’s assistance, and as part of such assistance, the
Borrower will make available to the Part C(4) States part of the proceeds of the
Interim Fund Credit as provided in this Agreement; and

WHEREAS the Administrator has agreed, on the basis, inter alia, of the
foregoing, to extend the Interim Fund Credit to the Borrower upon the terms and
conditions set forth in this Agreement and in the Project Agreement of even date
herewith between the Administrator and the Project States;

NOW THEREFORE the parties hereto hereby agree as follows:
ARTICLE |
General Conditions; Definitions

Section 1.01. The “General Conditions Applicable to Development Credit
Agreements” of the Association, dated January 1, 1985 (as amended through, December 2,
1997), with the modifications set forth below (the General Conditions) constitute an
integral part of this Agreement:

@) The term “Association”, wherever used in the General Conditions means the
International Development Association acting as Administrator of the Interim Fund
referred to in the Preamble to the Interim Fund Development Credit Agreement.

(b) The terms “Development Credit Agreement”, “Credit” and “Credit Account”,
wherever used in the General Conditions, are amended to read “Interim Fund Development
Credit Agreement”, "Interim Fund Credit” and “Interim Fund Credit Account”,
respectively.

(c) In Sections 6.02 and 7.01 of the General Conditions, the term
“Association” shall also mean the International Development Association acting in its
own capacity.

Section 1.02. Unless the context otherwise requires, the several terms defined
in the General Conditions and in the Preamble to this Agreement have the respective
meanings therein set forth and the following additional terms have the following
meanings:

@ “Anganwadi” means a village center for delivering the services of the
ICDS Program (as hereinafter defined);

(b) “Central PMU” means the Project Management Unit of the Borrower’s
Department of Women and Child Development within the Ministry of Human Resource
Development responsible for overall Project implementation, management, monitoring and
evaluation;

(c) “Fiscal Year” and “FY” mean the fiscal year of the Borrower and each
Project State (as hereinafter defined), which begins on April 1 of a calendar year and
ends on March 31 of the following calendar year;

(d) “ICDS Program” means the Integrated Child Development Services Program,
the Borrower’s national program of child development;

(e) “Kerala” means the Borrower’s State of Kerala, or any successor thereto;

® “Letter of Undertaking” means each Letter of Undertaking to be executed

and furnished to the Borrower by each Part C(4) State (as hereinafter defined)
pursuant to Section 3.01(c) of this Agreement;

(9) “Maharashtra” means the Borrower’s State of Maharashtra, or any successor
thereto;

(h) “Part C(4) State” means individually each State or Union Territory of the
Borrower (other than the Project States), or any successor thereto, which participates
in the carrying out of Part C(4) of the Project by executing and furnishing to the



Borrower a Letter of Undertaking, and “Part C(4) States” means collectively such
States and Union Territories;

0] “Project Agreement” means the agreement between the Administrator and the
Project States (as hereinafter defined) of even date herewith, as the same may be
amended from time to time, and such term includes all schedules and agreements
supplemental to the Project Agreement;

0] “Project Implementation Plan” means each of the Project Implementation
Plans of the Borrower and of the Project States for the carrying out of the Project,
approved by the Administrator;

(K) “Project State” means each of Kerala, Maharashtra, Rajasthan, Tamil Nadu
and Uttar Pradesh, individually and “Project States” means Kerala, Maharashtra,
Rajasthan, Tamil Nadu and Uttar Pradesh, collectively;

0] “Rajasthan” means the Borrower’s State of Rajasthan, or any successor
thereto;

(m) “Special Account” means the account referred to in Section 2.02 (b) of
this Agreement;

(n) “State PMU” means the Project Management Unit of each Project State’s
Department of Women and Child Development or Department of Social Welfare, as
applicable, responsible for overall Project implementation, management, monitoring and
evaluation;

(0) “Tamil Nadu” means the Borrower’s State of Tamil Nadu, or any successor
thereto; and

) “Uttar Pradesh” means the Borrower’s State of Uttar Pradesh, or any
successor thereto.

ARTICLE Il
The Interim Fund Credit

Section 2.01. The Administrator agrees to lend to the Borrower, on the terms and
conditions set forth or referred to in the Interim Fund Development Credit Agreement,
an amount in various currencies equivalent to two hundred twenty-two million five
hundred thousand Special Drawing Rights (SDR 222,500,000).

Section 2.02. (a) The amount of the Interim Fund Credit may be withdrawn from
the Interim Fund Credit Account in accordance with the provisions of Schedule 1 to
this Agreement for expenditures made (or, if the Administrator shall so agree, to be
made) in respect of the reasonable cost of goods and services required for the Project
described in Schedule 2 to this Agreement and to be financed out of the proceeds of
the Interim Fund Credit.

(b) The Borrower may, for the purposes of the Project, open and maintain in
dollars a special deposit account in the Reserve Bank of India on terms and conditions
satisfactory to the Administrator. Deposits into, and payments out of, the Special
Account shall be made in accordance with the provisions of Schedule 5 to this
Agreement.

Section 2.03. The Closing Date shall be September 30, 2004 or such later date as
the Administrator shall establish. The Administrator shall promptly notify the
Borrower of such later date.

Section 2.04. (a) The Borrower shall pay to the Association a commitment charge
on the principal amount of the Interim Fund Credit not withdrawn from time to time at
a rate to be set by the Association as of June 30 of each year, but not to exceed the
rate of one-half of one percent (1/2 of 1%) per annum.

(b) The commitment charge shall accrue: (i) from the date sixty days after
the date of this Agreement (the accrual date) to the respective dates on which amounts
shall be withdrawn by the Borrower from the Interim Fund Credit Account or canceled;



and (ii) at the rate set as of the June 30 i mediately precedi ng the accrual date and
at such other rates as nmay be set fromtine to time thereafter pursuant to paragraph
(a) above. The rate set as of June 30 in each year shall be applied fromthe next
date in that year specified in Section 2.06 of this Agreenent.

(c) The commitnent charge shall be paid: (i) at such places as the
Associ ation shall reasonably request; (ii) without restrictions of any kind inposed
by, or in the territory of, the Borrower; and (iii) in the currency specified in this
Agreement for the purposes of Section 4.02 of the General Conditions or in such other
eligible currency or currencies as may fromtime to time be designated or sel ected
pursuant to the provisions of that Section.

Section 2.05. The Borrower shall pay to the Association a service charge at the
rate of three-fourths of one percent (3/4 of 1% per annum on the principal anount of
the InterimFund Credit withdrawn and outstanding fromtinme to tine.

Section 2.06. Commitnent charges and service charges shall be payable
sem annual |y on June 15 and Decenber 15 in each year.

Section 2.07. (a) Subject to paragraphs (b), (c¢) and (d) below, the Borrower
shall repay the principal amunt of the InterimPFund Credit in sem annual installnments
payabl e on each June 15 and Decenber 15 conmenci ng Decenber 15, 2008 and endi ng
June 15, 2033. Each installment to and including the installment payable on June 15,

2018 shall be one and one-fourth percent (1-1/4%) of such principal amount, and each
installment thereafter shall be two and one-half percent (2-1/2%) of such principal
amount.

(b) Whenever: (i) the Borrower’s per capita gross national product (GNP), as
determined by the Association, shall have exceeded for three consecutive years the
level established annually by the Association for determining eligibility to access
the Association’s resources; and (ii) the Bank shall consider the Borrower
creditworthy for Bank lending, the Administrator may, subsequent to the review and
approval thereof by the Executive Directors of the Association and after due
consideration by the Administrator of the development of the Borrower’s economy,
modify the repayment of installments under paragraph (a) above by: (A) requiring the
Borrower to repay twice the amount of each such installment not yet due until the
principal amount of the Interim Fund Credit shall have been repaid; and (B) requiring
the Borrower to commence repayment of the principal amount of the Interim Fund Credit
as of the first semiannual payment date referred to in paragraph (a) above falling six
months or more after the date on which the Administrator notifies the Borrower that
the events set out in this paragraph (b) have occurred, provided, however, that there
shall be a grace period of a minimum of five years on such repayment of principal.

(c) If so requested by the Borrower, the Administrator may revise the
modification referred to in paragraph (b) above to include, in lieu of some or all of
the increase in the amounts of such installments, the payment of interest at an annual
rate agreed with the Administrator on the principal amount of the Interim Fund Credit
withdrawn and outstanding from time to time, provided that, in the judgment of the
Administrator, such revision shall not change the grant element obtained under the
abovementioned repayment modification.

(d) If, at any time after a modification of terms pursuant to paragraph (b)
above, the Association determines that the Borrower’'s economic condition has
deteriorated significantly, the Administrator may, if so requested by the Borrower,
further modify the terms of repayment to conform to the schedule of installments as
provided in paragraph (a) above.

Section 2.08. The currency of the United States of America is hereby specified
for the purposes of Section 4.02 of the General Conditions.

ARTICLE 1l
Execution of the Project
Section 3.01. (a) The Borrower declares its commitment to the objectives of the

Project as set forth in Schedule 2 to this Agreement, and, to this end, shall carry
out Part C of the Project with due diligence and efficiency and in conformity with



appropriate admi nistrative, financial, maternal and child health and nutrition
practices, and shall provide, pronptly as needed, the funds, facilities, services and
ot her resources required for the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Borrower and the Adm nistrator shall otherw se agree, the Borrower
shall carry out the Project in accordance with the Inplenmentation Programset forth in
Schedule 3 to this Agreenent.

(c) Wthout any limtation or restriction upon any of its other obligations
under this Agreenent, the Borrower shall obtain fromeach Part C(4) State an executed
Letter of Undertaking, substantially in the formset forth in Schedule 3 to this
Agreement, and pronptly upon its receipt forward a copy thereof to the Adm nistrator,
bef ore such Part C(4) State participates in the carrying out of Part C(4) of the
Proj ect .

(d) Wthout any limtation or restriction upon any of its other obligations
under this Agreenent, the Borrower shall cause the Part C(4) States to performin
accordance with the provisions of their respective Letters of Undertaking all the
respective obligations of the Part C(4) States therein set forth, shall take or cause
to be taken all action, including the provision of funds, facilities, services and
ot her resources, necessary or appropriate to enable the Part C(4) States to perform
such obligations, and shall not take or permt to be taken any action which woul d
prevent or interfere with such performance.

(e) The Borrower shall nake the proceeds of the InterimFund Credit avail able
to the Part C(4) States for such part of the Project as is carried out respectively by
the Part C(4) States, in accordance with the Borrower’s standard arrangements for
developmental assistance to the States of India.

® Without any limitation or restriction upon any of its other obligations
under this Agreement, the Borrower shall cause the Project States to perform in
accordance with the provisions of the Project Agreement all the respective obligations
of the Project States therein set forth, shall take or cause to be taken all action,
including the provision of funds, facilities, services and other resources, necessary
or appropriate to enable the Project States to perform such obligations, and shall not
take or permit to be taken any action which would prevent or interfere with such
performance.

(9) The Borrower shall make the proceeds of the Interim Fund Credit available
to the Project States for such part of the Project as is carried out respectively by
the Project States, in accordance with the Borrower’s standard arrangements for
developmental assistance to the States of India.

Section 3.02. Except as the Administrator shall otherwise agree, procurement of
the goods, works and consultants’ services required for the Project and to be financed
out of the proceeds of the Interim Fund Credit shall be governed by the provisions of
Schedule 4 to this Agreement.

Section 3.03. For the purposes of Section 9.06 of the General Conditions and
without limitation thereto, the Borrower shall:

@) prepare, on the basis of guidelines acceptable to the Administrator, and
furnish to the Administrator not later than six (6) months after the Closing Date or
such later date as may be agreed for this purpose between the Borrower and the
Administrator, a plan designed to ensure the sustainability of the Project; and

(b) afford the Administrator a reasonable opportunity to exchange views with
the Borrower on said plan.

Section 3.04. The Administrator and the Borrower hereby agree that the
obligations set forth in Sections 9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 of the General
Conditions (relating to insurance, use of goods and services, plans and schedules,
records and reports, maintenance and land acquisition, respectively) in respect of
Parts A and B of the Project shall be carried out by the Project States pursuant to
Section 2.03 of the Project Agreement.



ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) The Borrower shall maintain or cause to be nmintained records
and accounts adequate to reflect in accordance with sound accounting practices the
operations, resources and expenditures in respect of the Project of the departnments or
agenci es of the Borrower responsible for carrying out the Project or any part thereof.

(b) The Borrower shall:
(i) have the records and accounts referred to in paragraph (a) of this
Section including those for the Special Account for each
Fi scal Year audited, in accordance with appropriate auditing
principles consistently applied, by i ndependent auditors

acceptable to the Adnministrator;

(ii) furnish to the Admi nistrator as soon as available, but in any case

not |ater than six nonths after the end of each such Fiscal Year, the
report of such audit by said auditors, of such scope and in
such detail as the Adm nistrator shall have reasonably requested; and
(iii) furnish to the Adm nistrator such other information concerning
sai d records and accounts and the audit thereof as the Admi nistrator
shall fromtine to ti me reasonably request.
(c) For all expenditures with respect to which withdrawals fromthe Interim

Fund Credit Account were nade on the basis of statements of expenditure, the Borrower
shal | :

(i) mai ntain or cause to be naintained, in accordance w th paragraph
(a) of this Section, records and accounts reflecting such expenditures;
(ii) retain, until at |east one year after the Administrator has
received the audit report for the Fiscal Year in which the |ast
wi thdrawal fromthe Interi mFund Credit Account was nade, all records
(contracts, orders, invoices, bills, recei pts and ot her

docurent s) evi denci ng such expenditures;

(iii) enablethe Administrator's representatives to examine such
records; and

(iv)  ensure that such records and accounts are included in the annual

audit referred to in paragraph (b) of this Section and that the
report of such audit contains a separate opinion by said auditors
as to whether the statements of expenditure submitted during such Fiscal
Year, together with the procedures and internal controls involved in
their preparation, can be relied upon to support the related
withdrawals.

ARTICLE V

Remedies of the Association and the Administrator

Section 5.01. Pursuant to Section 6.02 (I) of the General Conditions, the
following additional events are specified:

@ The Borrower shall have waived or failed to enforce any of the provisions
of any Letter of Undertaking.

(b) Any Letter of Undertaking shall have been amended, suspended, abrogated
or repealed so as to adversely affect the Project.

(c) Any Project State shall have failed to perform any of its obligations
under the Project Agreement.

(d) As a result of events which have occurred after the date of this



Agreement, an extraordinary situation shall have arisen which shall nmake it inprobable
that any Project State will be able to performits obligations under the Project
Agr eenent .

Section 5.02. Pursuant to Section 7.01 (h) of the General Conditions, the
follow ng additional event is specified, nanely, that any of the events specified in
paragraphs (a), (b), and (c) of Section 5.01 of this Agreenment shall occur and shall
continue for a period of sixty (60) days after notice thereof shall have been given by
the Administrator to the Borrower.

ARTI CLE VI

Effective Date; Term nation;
Desi gnati on of the Adm nistrator

Section 6.01. The following is specified as an additional matter, within the
meani ng of Section 12.02 (b) of the General Conditions, to be included in the opinion
or opinions to be furnished to the Adm nistrator, nanely, that the Project Agreenent
has been duly authorized or ratified by each Project State, and is legally binding
upon each Project State in accordance with its termns.

Section 6.02. The date ninety (90) days after the date of this Agreement is
hereby specified for the purposes of Section 12.04 of the General Conditions.

Section 6.03. In the event that the Executive Directors of the Association
decide to termnate the functions of the Association as adm nistrator of the Interim
Fund pursuant to Section 7 of the Interim Fund Resolution, all of the rights and
obligations of the Admi nistrator under this Agreenent shall be assuned by the
Association in accordance with the InterimFund Resol ution and such decision of said
Executive Directors, as of a date to be notified by the Adm nistrator to the Borrower.

ARTI CLE VI'|
Representative of the Borrower; Addresses

Section 7.01. Any Secretary, Additional Secretary, Joint Secretary, Director,
Deputy Secretary or Under Secretary of the Departnent of Economic Affairs in the
M nistry of Finance of the Borrower is designated as representative of the Borrower
for the purposes of Section 11.03 of the General Conditions.

Section 7.02. The foll owing addresses are specified for the purposes of Section
11.01 of the Ceneral Conditions:

For the Borrower:

Secretary to the Government of India
Departnment of Economic Affairs

M nistry of Finance

New Del hi, |ndia

Cabl e address: Tel ex:
ECOFAI RS 953- 3166175
New Del hi

For the Association and the Adninistrator:

I nternational Devel opnent Association
1818 H Street, N W

Washi ngton, D.C. 20433

United States of America

Cabl e address: Tel ex:

| NDEVAS 248423 (MCl) or
Washi ngton, D.C 64145 (MCl)



IN WTNESS WHEREOF, the parties hereto, acting through their duly authorized
representatives, have caused this Agreenent to be signed in their respective nanmes in
New Del hi, India, as of the day and year first above witten.

I NDI A

By /s/ V. Govindarajan
Aut hori zed Representative

| NTERNATI ONAL DEVELOPMENT ASSCCI ATI ON
as Administrator of the interimtrust fund

establ i shed
with funds contributed by certain menbers of
I nternational Devel opnent Association pursuant to
Resol ution No. | DA 184 of the Board of Governors of
I nternational Devel opnent Association, as anended

By /s/ Edwin R Lim
Country Director, India

SCHEDULE 1
Wt hdrawal of the Proceeds of the Interim Fund Credit
1. The table below sets forth the Categories of itens to be financed out of the
proceeds of the InterimFund Credit, the allocation of the ambunts of the Interim Fund
Credit to each Category and the percentage of expenditures for itens so to be financed
in each Category:

Anmount of the

InterimFund Credit Allocated % of
(Expressed in Expendi t ures
Cat egory SDR Equi val ent) to be Financed

(1) G vil works 36, 300, 000 85%

(2) Furni ture, equipnent, 19, 300, 000 100% of foreign
toys, materials expendi tures; 100%
and vehicl es of | ocal

expendi t ur es
(except vehicles for (ex-factory

cost); and
field staff under Part A(3) 80% of | ocal

expendi -
of the Project) tures for other
itens
procured locally

(3) Medi ci nes and 34, 100, 000 100% of foreign

medi cal supplies expendi tures; 100%

of | ocal
expendi t ures

(ex-factory cost);
and

80% of | ocal
expendi -

tures for other



itens
procured | ocally

(4) Consul tants and 11, 900, 000 100%
medi a services
(5) Trai ni ng and wor kshops 73, 400, 000 80%
(6) I ncrenental operating 34, 900, 000 60% t hr ough
and mai ntenance costs January 31, 2001;
40% from

February 1, 2001

t hrough January 31,
2003; and 30%
thereafter

(7) Vehicles for field staff 1, 100, 000 65%
under Part A(3) of the
Pr oj ect
(8) Unal | ocat ed 11, 500, 000
TOTAL 222,500, 000
2. For the purposes of this Schedul e:
(a) the term “foreign expenditures” means expenditures in the currency of any

country other than that of the Borrower for goods or services supplied from the
territory of any country other than that of the Borrower;

(b) the term “local expenditures” means expenditures in the currency of the
Borrower or for goods or services supplied from the territory of the Borrower; and

(c) the term “incremental operating and maintenance costs” means: (i)
salaries in respect of posts created for the Project after June 30, 1998; (ii) costs
of operation and maintenance of additional vehicles, equipment and buildings incurred
under the Project after June 30, 1998; and (iii) costs of in-service training for
field staff incurred under the Project after June 30, 1998.

3. Notwithstanding the provisions of paragraph 1 above, no withdrawals shall be
made in respect of:

@ payments made for expenditures prior to the date of this Agreement,
except that withdrawals, in an aggregate amount not exceeding the equivalent of SDR
7,500,000, may be made in respect of Categories (1), (2), (3), (4), (5) and (6) set
forth in the table in paragraph 1 of this Schedule on account of payments made for
expenditures before that date but after June 30, 1998; and

(b) expenditures incurred in or by any Part C(4) State unless such Part C(4)
State has executed and furnished to the Borrower a Letter of Undertaking satisfactory
to the Administrator.

4. The Administrator may require withdrawals from the Interim Fund Credit Account
to be made on the basis of statements of expenditure for expenditures for: (a) works
under contracts costing less than $300,000 equivalent each; (b) goods (except

vehicles) under contracts costing less than $200,000 equivalent each; (c) vehicles

under contracts costing less than $100,000 equivalent each; (d) services under
contracts costing less than $100,000 equivalent each in the case of firms and $50,000
equivalent each in the case of individuals; (e) local training and workshops; and (f)
incremental operating and maintenance costs; all under such terms and conditions as
the Administrator shall specify by notice to the Borrower.

SCHEDULE 2



Description of the Project
The objectives of the Project are:

1. To inmprove the nutrition and health status of wonen and pre-school -aged children
by increasing the quality, inpact and cost-effectiveness of the I CDS Programin the
Project States, with specific goals of: (i) inmproving the nutrition, health and
psycho-social status of children in the 0-6 years age group, with particul ar enphasis
on preventing malnutrition anmong 0-3 year-olds; (ii) inmproving the nutrition and
health of women, particularly pregnant and lactating wonen; (iii) inproving child care
practices to neet the nutritional, health and psycho-social needs of children; (iv)
enpoweri ng adol escent girls, through increased awareness, to take better care of their
own health and nutrition needs; and (v) strengthening the capacity at the central,
state and bl ock levels to provide high quality managenment support and training to
staff.

2. To strengthen the ICDS Programin the Part C(4) States, inter alia, through
improving the quality of worker training.

The Project consists of the followi ng parts, subject to such nodifications
thereof as the Borrower and the Administrator may agree upon fromtine to time to
achi eve such objectives:

Part A Service Delivery (1) Service Quality | nprovenent

I mproving the quality of |ICDS Program services with particul ar enphasis on:

(a) the provision of supplenmentary feeding and nutritional supplenents to
children and pregnant and |actating wonmen and the regular nonitoring to detect
mal nutrition and pronote growt h;

(b) i muni zati on agai nst six chil dhood di seases to reduce infant and child
nmortality and provision of appropriate and tinely health care services to
beneficiari es; and

(c) pronoting overall psycho-social devel opnment of children.

(2) Adolescent Girls’ Empowerment

Empowerment of adolescent girls through adolescent girls’ activities, including
the provision of iron supplements and de-worming treatment.

?3) Staffing and Infrastructure Development
Strengthening service delivery through: (a) staffing activities; (b)
construction of new facilities for Anganwadis and block offices; (c) installation of
handpumps; and (d) procurement of equipment, vehicles (including mopeds, motorcycles
and bicycles to ICDS Program field staff by making credit facilities available to such
staff for purchase of such vehicles) and other items.
Part B: Program Support
Q) Management and Institutional Development

Strengthening management and institutional development, including study tours,
workshops, quality improvement and preparation of new projects.

2) Capacity Building for Training

Strengthening training capacity for ICDS Program staff including: (a) training
of staff of both new and old blocks; (b) strengthening/establishing training centers
and establishing training teams at the state and district levels; and (c) developing
training materials.
3) Information, Education and Communication

Developing, based on formative research, and carrying out information, education



and communi cation activities, including material and media services, comrunication
trai ning and canpai gns and conmunity nobilization activities.

Part C Central Conponent
(1) Managenent | nfornmati on System

Desi gni ng a managenent information systemfor use by the Borrower and the
Project States, with enmphasis on: (a) rationalization of existing registers and
formats; (b) devel opment of core indicators for the Project; (c) identification and
i ntroduction of new techniques for nonitoring; (d) introduction of quarterly progress
reports and nmonthly, quarterly and sem annual reviews; and (e) conputerization of the
managenent information system
(2) Nutrition Surveys

Undertaki ng a baseline nutrition survey and an endline nutrition survey in the
Project States, including data analysis and report submi ssion.

(3) Operational Research Priorities
Revi ewi ng operational research priorities of the Project States.
(4) Nat i onal Trai ni ng

Strengt hening training capacity for 1 CDS Program staff as described in Part B(2)
of the Project and providing medicine kits for Anganwadis, in the Part C(4) States.

* * *
The Project is expected to be conpleted by Septenber 30, 2004.
SCHEDULE 3

| mpl ement ati on Program
Project Inplenmentation Plan

1. The Borrower shall carry out the Project in accordance with the Project
I mpl emrent ati on Pl ans.

Nat i onal Trai ni ng

2. The Borrower shall: (a) by August 31, 1999, submit to the Administrator an

i mpl ementation plan satisfactory to the Adnministrator for the carrying out of Part
C(4) of the Project; and (b) thereafter inplenent, and cause the Part C(4) States to
i mpl ement, such inplenentation plan in a manner and with a time schedul e satisfactory
to the Adnministrator.

Letter of Undertaking

3. Except as the Administrator shall otherw se agree, each Letter of Undertaking
shall include, inter alia, the follow ng provisions:
(a) Each Part C(4) State shall declare its commtnment to the objectives of

the Project as set forth in Section 2 of the first paragraph of Schedule 2 to this
Agreement, and to this end, shall agree to carry out its portion of the Project with
due diligence and efficiency and in conformty with appropriate adm nistrative,
financial, maternal and child health and nutrition practices, and to provide, or cause
to be provided, pronptly as needed, the funds, facilities, services and ot her
resources required for its portion of the Project.

(b) Each Part C(4) State shall agree to assune all the obligations applicable
or relevant to such Part C(4) State under this Agreenment and to take all actions
necessary to undertake its portion of the Project. Each Part C(4) State shall further
agree to carry out its portion of the Project in accordance with the Borrower's
implementation plan for Part C(4) of the Project referred to in paragraph 2 of this
Schedule.



(c) Each Part C(4) State shall agree that procurenment of the goods,

consultants’ services required for the Project and to be financed out of the proceeds
of the Interim Fund Credit shall be governed by the provisions of Schedule 4 to this
Agreement.

(d) Each Part C(4) State shall agree that the Administrator may from time to
time inspect the goods, works and services under the Project including all records and
documents relating thereto.

(e) Each Part C(4) State shall agree to carry out the obligations set forth
in Sections 9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 of the General Conditions (relating
to insurance, use of goods and services, plans and schedules, records and reports,
maintenance and land acquisition, respectively) in respect of its Letter of
Undertaking and its portion of the Project.

® Each Part C(4) State shall agree to comply and assist the Borrower in
complying with the financial covenants prescribed by Article 1V of this Agreement.

(9) Each Part C(4) State shall acknowledge that the Borrower may suspend or
terminate its right to use the proceeds of the Interim Fund Credit made available
under this Agreement upon its failure to perform any of its obligations under its
Letter of Undertaking or upon notice by the Administrator that it intends to exercise
its remedies under Article V of this Agreement.

(h) Each Part C(4) State shall agree to promptly inform the Borrower and the
Administrator of any condition which interferes or threatens to interfere with the
progress of its portion of the Project or the performance of its obligations under its
Letter of Undertaking.

0] Each Part C(4) State shall agree that it shall, from time to time, at the
request of the Administrator, (i) exchange views with the Administrator (through the
Borrower) with regard to the progress of its portion of the Project and the
performance of its obligations under its Letter of Undertaking and (ii) furnish all
such information related thereto as may reasonably be required by the Administrator.

0] Without limitation upon the provisions of Article IV of this Agreement,
each Part C(4) State shall agree to establish and maintain a separate Project account
and each Part C(4) State shall agree to prepare monthly consolidated state expenditure
reports in respect of such Project account.

Food Cost Expenditures

4. The Borrower shall monitor, on an annual basis, the expenditure for the food
costs of the ICDS Program in each Project State.

Baseline Nutrition Survey; Endline Nutrition Survey

5. The Borrower shall carry out a baseline nutrition survey within each Project
State, with content and in a manner satisfactory to the Administrator, and shall
submit to the Administrator, by May 31, 2000, a report setting forth an analysis of
data collected in such survey.

6. The Borrower shall carry out an endline nutrition survey within each Project
State, with content and in a manner satisfactory to the Administrator, and shall
submit to the Administrator, by September 30, 2004, a report setting forth an analysis
of data collected in such survey.

Project Management Staff; Staffing for ICDS Program

7. The Borrower shall: (a) during the period of Project implementation, retain key
staff of the Central PMU with adequate qualifications and experience; and (b) during
the mid-term review of the Project referred to in paragraph 10 of this Schedule,

review with the Administrator and each Project State the appropriate staffing for the
ICDS Program following the completion of the Project to ensure the sustainability of
the Project.

wor ks and



Annual Revi ew and Work Pl an
8. The Borrower shall:
(a) by May 31 of each year, beginning with May 31, 2000:

(i) provide to the Adm nistrator an annual work plan consistent with
the Project I mpl ement ati on Plan of the Borrower, setting forth the
activities under Part C of the Project to be carried out during the
prevailing Fiscal Year including the budgetary allocations to be made
avail abl e for such purpose, as well as the performance benchmar ks and
devel oprment obj ectives to be achi eved and drawn fromthe overall
framework agreed to be achi eved under Part C of the Project; and

(ii) review with the Adm nistrator the progress achieved in
i mpl ementing Part C of the Project under the annual work plan for the
previ ous Fiscal Year and the interimplan referred to i n subparagraph
(c) of this paragraph w th speci al reference to the achi evenent of
the performance benchmarks and devel oprent obj ectives
i ncor porated therein;

(b) i mpl enent each annual work plan in a manner satisfactory to the
Adm ni strator; and

(c) i mpl enent Part C of the Project until the fornulation of the first annual
work plan in accordance with an interimplan agreed with the Adm nistrator. 9. By My
31 of each year, beginning with May 31, 2000, the Borrower shall review with the
Adm ni strator and each Project State the annual work plan of such Project State
referred to in paragraph 12 of Schedule 1 to the Project Agreenent.

Monitoring and Eval uation; M d-term Review
10. The Borrower shall:

(a) mai ntain policies and procedures adequate to enable it to nonitor and
eval uate on an ongoi ng basis, in accordance with indicators satisfactory to the
Admi ni strator, the carrying out of the Project and the achi evenent of the objectives
t her eof ;

(b) prepare, under terns of reference satisfactory to the Adm nistrator, and
furnish to the Admi nistrator, by August 31, 2002, a report integrating the results of
the nonitoring and evaluation activities perforned pursuant to subparagraph (a) of
thi s paragraph, on the progress achieved in the carrying out of the Project during the
period preceding the date of said report and setting out the measures reconmended to
ensure the efficient carrying out of the Project and the achi evenrent of the objectives
thereof during the period follow ng such date; and

(c) review with the Adm nistrator, by Septenber 30, 2002, or such later date
as the Adnministrator shall request, the report referred to in subparagraph (b) of this
par agraph, and, thereafter, take all measures required to ensure the efficient
conpl etion of the Project and the achi evenent of the objectives thereof, based on the
conclusions and recommendations of the said report and the Administrator’s views on

the matter.
SCHEDULE 4
Procurement and Consultants’ Services
Section I. Procurement of Goods and Works
Part A: General

Goods and works shall be procured in accordance with the provisions of Section |
of the "Guidelines for Procurement under IBRD Loans and IDA Credits” published by the
Bank in January 1995 and revised in January and August 1996 and September 1997 (the
Guidelines) and the following provisions of this Section.



Part B: I nternational Conpetitive Bidding

1. Except as otherwi se provided in Part C of this Section, goods shall be procured
under contracts awarded in accordance with the provisions of Section Il of the
Gui del i nes and paragraph 5 of Appendix 1 thereto.

2. The provisions of paragraphs 2.54 and 2.55 of the CQuidelines and Appendi x 2
thereto shall apply to goods manufactured in the territory of the Borrower and to be
procured under contracts awarded in accordance with the provisions of paragraph 1 of
this Part B.

Part C O her Procurenent Procedures
1. Cvil Wrks
(a) Civil works estimated to cost $50,000 equival ent or nore per contract

shall be procured under contracts awarded in accordance with the provisions of
paragraphs 3.3 and 3.4 of the Cuidelines.

(b) Civil works estimated to cost |ess than $50, 000 equi val ent per contract,
up to an aggregate anpunt not to exceed $57, 500, 000 equi val ent when added to the civil
works in paragraph 1(c) of this Part, may:

(i) with the Administrator’s prior agreement, be procured in
accordance with the provisions of paragraph 3.7 of the Guidelines,
up to an aggregate amount not to exceed $6,700,000 equivalent;

(i)  be procured under lump-sum, fixed-price contracts awarded on the

basis of guotations obtained from three (3) qualified domestic
contractors in response to a written invitation. The invitation shall
include a detailed description of the works, including basic
specifications, the required completion date, a basic form of

agreement acceptable to the Administrator, and relevant
drawings, where applicable. The award shall be made to the contractor who
offers the lowest price quotation for the required work, and who has the
experience and resources to complete the contract successfully; or

(iii)  with the Administrator’s prior agreement and as a last resort, be

carried out by force account in a manner satisfactory to the
Administrator if they meet the requirements of the provisions of
paragraph 3.8 of the Guidelines, up to an aggregate amount not to exceed

$5,000,000 equivalent.

(c) Civil works estimated to cost less than $5,000 equivalent per contract,
up to an aggregate amount not to exceed $57,500,000 equivalent when added to the civil
works in paragraph 1(b) of this Part, may be procured in accordance with procedures
acceptable to the Administrator and the provisions of paragraph 3.15 of the
Guidelines.

2. Furniture, Equipment, Toys and Materials

@ Furniture, equipment, toys and materials estimated to cost less than
$200,000 equivalent per contract may be procured under contracts awarded in accordance
with the provisions of paragraphs 3.3 and 3.4 of the Guidelines.

(b) Furniture, equipment, toys and materials estimated to cost less than
$30,000 equivalent per contract, up to an aggregate amount not to exceed $10,800,000
equivalent, may be procured under contracts awarded on the basis of national shopping
procedures in accordance with the provisions of paragraphs 3.5 and 3.6 of the
Guidelines.

3. Medicines and Medical Supplies

@) Medicines and medical supplies estimated to cost $20,000 equivalent or
more but less than $200,000 equivalent per contract may be procured under contracts
awarded on the basis of national competitive bidding procedures in accordance with the
provisions of paragraphs 3.3 and 3.4 of the Guidelines.



(b) Medi ci nes and nedi cal supplies estimated to cost |ess than $20, 000
equi val ent per contract, up to an aggregate anount not to exceed $48, 000, 000
equi val ent, may be procured under contracts awarded on the basis of national shopping
procedures in accordance with the provisions of paragraphs 3.5 and 3.6 of the
Qui del i nes.

4, Vehi cl es

(a) Vehi cl es (except nopeds, notorcycles and bicycles referred to in
subpar agraph (b) of this paragraph) estimated to cost |ess than $100, 000 equi val ent
per contract, up to an aggregate anmpunt not to exceed $9, 200, 000 equival ent, may be
procured under contracts awarded on the basis of national shopping procedures in
accordance with the provisions of paragraphs 3.5 and 3.6 of the Cuidelines.

(b) Mopeds, motorcycles and bicycles for 1CDS Programfield staff to be
purchased through credit facilities under Part A(3) of the Project, estimated to cost
| ess than $5, 000 equi val ent per contract, up to an aggregate anpunt not to exceed
$2, 400, 000 equi val ent, shall be procured by such staff in accordance with established
practices acceptable to the Admi nistrator.

Part D: Revi ew by the Adm nistrator of Procurenent Decisions
1. Pr ocurenent Pl anni ng

Prior to the issuance of any invitations to prequalify for bidding or to bid for
contracts, the proposed procurenment plan for the Project shall be furnished to the
Adm ni strator for its review and approval, in accordance with the provisions of
paragraph 1 of Appendix 1 to the Cuidelines. Procurenent of all goods and works shall
be undertaken in accordance wi th such procurenent plan as shall have been approved by
the Administrator, and with the provisions of said paragraph 1.

2. Prior Review

Wth respect to (a) each contract for works estimated to cost the equival ent of
$300, 000 or nmore, (b) the first contract for works fromeach Project State estimated
to cost the equival ent of $50,000 or nore but |ess than the equival ent of $300, 000,
(c) each contract for goods (except vehicles) estimated to cost the equival ent of
$200, 000 or nmore, (d) the first contract for furniture, equipnment or nedicines from
each Project State estimated to cost the equivalent of $30,000 or nore but |ess than
the equival ent of $200,000 and (e) each contract for vehicles estimated to cost the
equi val ent of $100, 000 or nore, the procedures set forth in paragraphs 2 and 3 of
Appendi x 1 to the CGuidelines shall apply.

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Guidelines shall apply.

Section |I. Enpl oynent of Consultants
Part A Gener al

Consultants’ services shall be procured in accordance with the provisions of the
Introduction and Section IV of the “Guidelines: Selection and Employment of
Consultants by World Bank Borrowers” published by the Bank in January 1997 and revised
in September 1997 (the Consultant Guidelines) and the following provisions of Section
Il of this Schedule.

Part B: Quality- and Cost-based Selection

1. Except as otherwise provided in Part C of this Section, consultants’ services
shall be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Guidelines, paragraph 3 of Appendix 1 thereto, Appendix 2

thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost-based selection of consultants.



2. The following provisions shall apply to consultants’ services to be procured
under contracts awarded in accordance with the provisions of the preceding paragraph.
The short list of consultants for services for training, information, education and
communication, surveys, studies, design and construction supervision, research
activities and procurement agents estimated to cost less than $200,000 equivalent per
contract may comprise entirely national consultants in accordance with the provisions
of paragraph 2.7 of the Consultant Guidelines.

Part C: Other Procedures for the Selection of Consultants
1. Individual Consultants

Services for tasks that meet the requirements set forth in paragraph 5.1 of the
Consultant Guidelines shall be procured under contracts awarded to individual
consultants in accordance with the provisions of paragraphs 5.1 through 5.3 of the
Consultant Guidelines.

Part D: Review by the Administrator of the Selection of Consultants
1. Selection Planning

Prior to the issuance to consultants of any requests for proposals, the proposed
plan for the selection of consultants under the Project shall be furnished to the
Administrator for its review and approval, in accordance with the provisions of
paragraph 1 of Appendix 1 to the Consultant Guidelines. Selection of all consultants’
services shall be undertaken in accordance with such selection plan as shall have been
approved by the Administrator, and with the provisions of said paragraph 1.

2. Prior Review

@ With respect to each contract for the employment of consulting firms
estimated to cost the equivalent of $100,000 or more, the procedures set forth in
paragraphs 1, 2 (other than the third subparagraph of paragraph 2(a)) and 5 of
Appendix 1 to the Consultant Guidelines shall apply.

(b) With respect to each contract for the employment of individual
consultants estimated to cost the equivalent of $50,000 or more, the qualifications,
experience, terms of reference and terms of employment of the consultants shall be
furnished to the Administrator for its prior review and approval. The contract shall
be awarded only after the said approval shall have been given. ~

3. Post Review

With respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shall

apply.
SCHEDULE 5
Special Account
1. For the purposes of this Schedule:

@ the term “eligible Categories” means Categories (1), (2), (3), (4), (5),
(6) and (7) set forth in the table in paragraph 1 of Schedule 1 to this Agreement;

(b) the term “eligible expenditures” means expenditures in respect of the
reasonable cost of goods and services required for the Project and to be financed out
of the proceeds of the Interim Fund Credit allocated from time to time to the eligible
Categories in accordance with the provisions of Schedule 1 to this Agreement; and

(c) the term “Authorized Allocation” means an amount equivalent to
$20,000,000 to be withdrawn from the Interim Fund Credit Account and deposited into
the Special Account pursuant to paragraph 3(a) of this Schedule, provided, however,
that unless the Administrator shall otherwise agree, the Authorized Allocation shall
be limited to an amount equivalent to $10,000,000 until the aggregate amount of
withdrawals from the Interim Fund Credit Account plus the total amount of all



out st andi ng special comitnents entered into by the Admi nistrator pursuant to Section
5.02 of the General Conditions shall be equal to or exceed the equival ent of SDR
70, 000, 000.

2. Paynents out of the Special Account shall be made exclusively for eligible
expendi tures in accordance with the provisions of this Schedul e.

3. After the Adm nistrator has received evidence satisfactory to it that the
Speci al Account has been duly opened, withdrawals of the Authorized Allocation and
subsequent withdrawal s to replenish the Special Account shall be nade as foll ows:

(a) For withdrawal s of the Authorized Al location, the Borrower shall furnish
to the Administrator a request or requests for deposit into the Special Account of an
anount or amounts which do not exceed the aggregate ampunt of the Authorized
Al location. On the basis of such request or requests, the Adm nistrator shall, on
behal f of the Borrower, withdraw fromthe InterimFund Credit Account and deposit into
the Special Account such anmpbunt or anobunts as the Borrower shall have requested.

(b) (i) For repl eni shment of the Special Account, the Borrower shall
furnish to the Adm ni strator requests for deposits into the Special
Account at such intervals as the Administrator shall specify.

(ii) Prior to or at the tine of each such request, the Borrower shall
furnish to the Administrator the docunents and ot her evidence required
pursuant to paragraph 4 of this Schedule for the payment or
paynents in respect of which repl eni shnent is requested. On the
basi s of each such request, the Adm ni strator shall, on
behal f of the Borrower, withdraw fromthe Interi m Fund Credit
Account and deposit into the Special Account such amount as the
Borrower shall have requested and as shall have been shown by said docunents

and ot her evidence to have been paid out of the Special Account for eligible
expendi tures. Al such deposits shall be w thdrawn by the Adm nistrator

from the InterimFund Credit Account under the respective eligible

Cat egori es, and in the respective equival ent amounts, as shall have
been justified by said docurments and ot her evidence.

4. For each paynent nade by the Borrower out of the Special Account, the Borrower
shall, at such time as the Administrator shall reasonably request, furnish to the

Admi ni strator such documents and ot her evidence showi ng that such paynent was made
exclusively for eligible expenditures.

5. Not wi t hst andi ng the provisions of paragraph 3 of this Schedule, the
Adm ni strator shall not be required to make further deposits into the Special Account:

(a) if, at any tine, the Administrator shall have deternined that all further
wi t hdrawal s shoul d be nade by the Borrower directly fromthe InterimFund Credit
Account in accordance with the provisions of Article V of the General Conditions and
par agraph (a) of Section 2.02 of this Agreement;

(b) if the Borrower shall have failed to furnish to the Adm nistrator, within
the period of time specified in Section 4.01 (b)(ii) of this Agreement, any of the
audit reports required to be furnished to the Administrator pursuant to said Section
in respect of the audit of the records and accounts for the Special Account;

(c) if, at any tine, the Administrator shall have notified the Borrower of
its intention to suspend in whole or in part the right of the Borrower to nake
withdrawals fromthe InterimFund Credit Account pursuant to the provisions of Section
6.02 of the CGeneral Conditions; or

(d) once the total unw thdrawn anount of the InterimFund Credit allocated to
the eligible Categories, mnus the total amount of all outstanding special commtments
entered into by the Administrator pursuant to Section 5.02 of the General Conditions
with respect to the Project, shall equal the equivalent of twi ce the anmount of the
Aut hori zed All ocation. Thereafter, withdrawal fromthe InterimFund Credit Account of
the remai ni ng unwi t hdrawn anmount of the InterimFund Credit allocated to the eligible
Categories shall follow such procedures as the Adm nistrator shall specify by notice
to the Borrower. Such further withdrawal s shall be nade only after and to the extent



that the Adm nistrator shall have been satisfied that all such amounts remai ning on
deposit in the Special Account as of the date of such notice will be utilized in
maki ng paynents for eligible expenditures.

6. (a) If the Administrator shall have determ ned at any tine that any paynent
out of the Special Account: (i) was made for an expenditure or in an ampunt not
eligible pursuant to paragraph 2 of this Schedule; or (ii) was not justified by the
evi dence furnished to the Admi nistrator, the Borrower shall, pronptly upon notice from
the Administrator: (A) provide such additional evidence as the Adm nistrator may
request; or (B) deposit into the Special Account (or, if the Adm nistrator shall so
request, refund to the Adm nistrator) an anpbunt equal to the amount of such paynment or
the portion thereof not so eligible or justified. Unless the Admi nistrator shall

ot herwi se agree, no further deposit by the Adnministrator into the Special Account
shall be made until the Borrower has provided such evidence or made such deposit or
refund, as the case nay be.

(b) If the Administrator shall have deternmined at any tinme that any anount
outstanding in the Special Account will not be required to cover further paynments for
eligible expenditures, the Borrower shall, pronptly upon notice fromthe

Admi ni strator, refund to the Adm ni strator such outstandi ng anount.

(c) The Borrower may, upon notice to the Administrator, refund to the
Adm ni strator all or any portion of the funds on deposit in the Special Account.

(d) Ref unds to the Administrator nade pursuant to paragraphs 6 (a), (b) and
(c) of this Schedule shall be credited to the InterimFund Credit Account for
subsequent withdrawal or for cancellation in accordance with the rel evant provisions
of this Agreement, including the General Conditions.



