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CREDI T NUMBER 3341 IN

Devel opnent Credit Agreenent

(Uttar Pradesh Fiscal Reformand Public Sector Restructuring Program

bet ween

I NDI A

and

| NTERNATI ONAL DEVELOPMENT ASSCCI ATI ON

Dated May 16, 2000
CREDI T NUMBER 3341 I N
DEVELOPVENT CREDI T AGREEMVENT

AGREEMENT, dated May 16, 2000, between INDI A acting by its President (the
Borrower) and | NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON (the Associ ation).

WHEREAS (A) the Association has received fromthe Borrower a letter dated March
22, 2000, attaching a letter fromUttar Pradesh (Uttar Pradesh) describing a program
of actions, objectives and policies designed to i nprove and strengthen the fiscal
framework and public institutions of Uttar Pradesh (hereinafter called the Program,
declaring Utar Pradesh’s commitnent to the execution of the Program and the
Borrower’s support thereto, and requesting assistance fromthe Association in support
of the Program during the execution thereof;

(B) Uttar Pradesh has carried out the neasures and taken the actions
described in the Schedule to the Project Agreement (the Project Agreenent) to the
satisfaction of the Association and has namintai ned a macroecononi ¢ policy franework
satisfactory to the Association;

(O the Programwi |l be carried out by Utar Pradesh with the assistance of
the Borrower, and, as part of such assistance, the Borrower will make the | ocal
currenci es equival ent of the proceeds of the Credit provided for in Article Il of this

Agreenent available to Utar Pradesh, as set forth in this Agreenent;



(D) the Borrower has al so requested the International Bank for Reconstruction
and Devel opnent (the Bank) to provide additional assistance in support of the Program
and by an agreerment of even date herewith between the Borrower and the Bank (the Loan
Agreement), the Bank is agreeing to provide such assistance in an aggregate princi pal
amount of one hundred twenty-six million tw hundred and seventy thousand dollars
($126, 270, 000) ; and

(E) on the basis, inter alia, of the foregoing, the Association has decided
in support of the Programto provide such assistance to the Borrower by naking the
Credit in one tranche as hereinafter provided, and to Uttar Pradesh as provided in the
Proj ect Agreenent.

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |
General Conditions; Definitions

Section 1.01. The “CGeneral Conditions Applicable to Devel opnent Credit
Agreenents” of the Association, dated January 1, 1985, (as anmended through Decenber 2,
1997) with the nodifications thereof set forth below (the General Conditions)
constitute an integral part of this Agreenent:

(a) Section 2.01, paragraph 12, is nodified to read:

“‘Project’ nmeans the program referred to in the Preanble to the
Devel opnent Credit Agreenent, in support of which the Credit is nade.”;

(b) A new paragraph (c) is added to Section 3.04 to read:

“If the Association shall at any time receive |less than the full anount
then due and payable to it under the Devel opnent Credit Agreenent, the Association
shal | have the right to allocate and apply the amount so received in any manner
and for such purposes under the Devel opment Credit Agreement as the Association shall
inits sole discretion determine.”

(c) Section 4.01 is nodified to read:

“Except as the Borrower and the Association shall otherw se agree,
withdrawal s from the Credit Account shall be rmade in the currency of the deposit
account specified in Section 2.02 of the Devel opnent Credit Agreement.”;

(d) Section 5.01 is nodified to read:

“The Borrower shall be entitled to withdraw the proceeds of the Credit

fromthe Credit Account in accordance with the provisions of the
Devel opnent Credit Agreenent and of these General Conditions”;
(e) The | ast sentence of Section 5.03 is deleted,;

(f) Section 9.06 (c) is nodified to read:

“(c) Not later than six nonths after the dosing Date or such |ater date

as may be agreed for this purpose between the Borrower and the Association, the
Borrower shall prepare and furnish to the Association a report, of such scope and
in such detail as the Association shal | reasonably request, on the execution of
the Programreferred to in the Preanble to the Devel opnent Credit Agreenent, the
performance by the Borrower and the Association of their respective obligations
under the Devel opnent Credit Agreenent and the acconplishment of the pur poses of
the Credit.”;

(9) Section 9.04 is deleted and Sections 9.05, 9.06 (as nodified above), 9.07
and 9.08 are renunbered, respectively, Sections 9.04, 9.05, 9.06 and 9.07; and

(h) Section 11.01 is nodified by replacing, in the second sentence, the
word “radiogranf with the word “facsim|e” and adding a new sentence at the end of the



said Section to read:

“Deliveries made by facsimle transm ssion shall also be confirned by
mail.”

Section 1.02. Unless the context otherwi se requires, the several terns defined
in the General Conditions and in the Preanble to this Agreenent have the respective
nmeani ngs therein set forth and the follow ng additional terms have the follow ng
neani ngs:

(a) “Deposit Account” neans the account referred to in Section 2.02 (b) of
thi s Agreenent;

(b) ‘Fiscal Year” neans the fiscal year of the Borrower and of Uttar Pradesh
begi nning on April 1 of a calendar year and ending on March 31 of the follow ng
cal endar year;

(c) “Governance and CSR Core Group” neans the group established by Utar
Pradesh to nonitor the inplenentation of the civil service reformprogramand the
anti-corruption strategy of Uttar Pradesh;

(d) “High Priority Devel opment Expenditures” neans expenditures for high
priority items to be naintained by Utar Pradesh in Fiscal Year 1999-2000, and set out
inalist provided by Utar Pradesh to the Association and the Bank;

(e) “Poverty Mnitoring and Evaluation Cell” neans the cell established by
Utar Pradesh in order to manage the PSMS data base, undertake policy anal yses, and
prepare research reports;

(f) “Project Agreenent” neans the agreenment anobng the Association, the Bank
and Uttar Pradesh of even date herewith, as the same may be anmended fromtime to tine,
and such termincludes all schedul es and agreements supplemental to the Project
Agr eenent ;

(9) “PSMS” neans the Poverty and Social |npact Monitoring System established
by Utar Pradesh to nonitor the inpact of the inplenentation of the Programon the
poor;

(h) “Reform | npl enentati on Task Force” neans the task force established by
Uttar Pradesh for nonitoring the inplementation of refornms in the areas of expenditure
and fiscal nanagerment, nodernization of accounting, and strengthening of internal
audi t;

(i) “Rupees” and “Rs” nean the currency of the Borrower; and
(i) “Utar Pradesh” neans the State of Utar Pradesh of the Borrower, or any
successor thereto.
ARTI CLE 11
The Credit

Section 2.01. The Association agrees to lend to the Borrower, on the terns and
conditions set forth or referred to in the Devel opnment Credit Agreenent, an anount in
various currencies equivalent to ninety-three nillion three hundred thousand Speci al
Drawi ng Ri ghts (SDR93, 300, 000) .

Section 2.02. (a) Subject to the provisions of paragraphs (b), (c) and (d) of
this Section, the Borrower shall be entitled to withdraw the proceeds of the Credit
fromthe Credit Account in support of the Program

(b) The Borrower shall open, prior to furnishing to the Association the first
request for withdrawal fromthe Credit Account, and thereafter maintain in its central
bank, a deposit account in dollars on ternms and conditions satisfactory to the
Association. All withdrawals fromthe Credit Account shall be deposited by the
Association into the Deposit Account.



(c) The Borrower shall, promptly after the deposit of the proceeds of the
Credit into the Deposit Account, transfer to Utar Pradesh an anobunt in Rupees
equi val ent to the anmpunt deposited in the Deposit Account as of the day of such
deposi t.

(d) The Borrower undertakes that the proceeds of the Credit shall not be used
to finance expenditures excluded pursuant to the provisions of the Schedule to this
Agreenent. |If the Association shall have determined at any time that any proceeds of
the Credit shall have been used to make a paynment for an expenditure so excluded, the

Borrower shall, pronptly upon notice fromthe Association:

(i) deposit into the Deposit Account an anount equal to the anpunt of
said paynent; or

(ii) if the Association shall so request, refund such amount to the
Associ ati on. Amount s refunded to the Association upon such request shal
be credited to the Credit Account for cancellation

Section 2.03. The Cosing Date shall be Cctober 30, 2000 or such later date as
the Association shall establish. The Association shall pronptly notify the Borrower of
such later date

Section 2.04. (a) The Borrower shall pay to the Association a conmtnent charge
on the principal anount of the Credit not withdrawn fromtinme 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-hal f of one percent (1/2 of 1% per annum

(b) The conmitnent charge shall accrue
(i) fromthe date sixty days after the date of this Agreenent (the
accrual date) to the respective dates on which amounts shall be
wi t hdrawn by the Borrower fromthe Credit Account or cancelled; and
(ii) at the rate set as of the June 30 i medi ately preceding the
accrual date and at such other rates as may be set fromtinme to tinme
thereafter pursuant to par agraph (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 conmitnent charge shall be paid:
(i) at such places as the Association shall reasonably request;

(ii) wi t hout restrictions of any kind inposed by, or in the territory
of , the Borrower; and

(iii) in the currency specified in this Agreenent for the purposes of

Section 4.02 of the General Conditions or in such other eligible currency
or currencies as may fromtinme 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 annumon the principal anmount of
the Credit withdrawn and outstanding fromtinme to tine.

Section 2.06. Conmitnent charges and service charges shall be payabl e
sem annual ly on April 15 and October 15 in each year

Section 2.07. (a) Subject to paragraphs (b), (c) and (d) below, the Borrower
shal | repay the principal anbunt of the Credit in sem annual installments payable on
each April 15 and Cctober 15 commenci ng Cctober 15, 2010 and ending April 15, 2035
Each installnment to and including the installnment payable on April 15, 2020 shall be
one and one-fourth percent (1-1/4% of such principal anmpbunt and each install nent
thereafter shall be two and one-half percent (2-1/2% of such principal anount.

(b) Whenever: (i) the Borrower’'s per capita gross national product (GNP), as
determ ned by the Association, shall have exceeded for three consecutive years the



| evel established annually by the Association for deternmining eligibility to access
the Association’s resources; and (ii) the Bank shall consider the Borrower
creditworthy for Bank |ending, the Association may, subsequent to the review and
approval thereof by the Executive Directors of the Association and after due

consi deration by the Association of the devel opnent of the Borrower’s econony, nodify
the repaynent of installnents under paragraph (a) above by: (A) requiring the Borrower
to repay twi ce the amount of each such installnent not yet due until the principal
amount of the Credit shall have been repaid; and (B) requiring the Borrower to
conmence repaynment of the principal anpunt of the Credit as of the first semn annual
paynent date referred to in paragraph (a) above falling six nonths or nore after the
date on which the Association 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 mnimum of five years on such repaynent of principal.

(c) If so requested by the Borrower, the Association may revise the
nodi fication referred to in paragraph (b) above to include, in lieu of sone or all of
the increase in the amounts of such installnments, the paynment of interest at an annual
rate agreed with the Association on the principal anpbunt of the Credit withdrawn and
outstanding fromtine to tine, provided that, in the judgnent of the Association, such
revision shall not change the grant el ement obtai ned under the above-nentioned
repayment nodification.

(d) If, at any tine after a nodification of terns pursuant to paragraph (b)
above, the Association deternines that the Borrower's economni ¢ condition has
deteriorated significantly, the Association may, if so requested by the Borrower,
further nodify the terms of repaynent to conformto the schedule of installnents as
provi ded in paragraph (a) above.

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

ARTICLE I |1
Particul ar Covenants

Section 3.01. (a) The Borrower declares its support to Utar Pradesh’'s
commitment to the objectives of the Programand, to this end, without any limitation
or restriction upon any of its other obligations under the Devel opment Credit
Agreenent, shall cause Uttar Pradesh to performin accordance with the provisions of
the Project Agreenment all the obligations of UWtar Pradesh therein set forth, shall
take and cause to be taken all action, including the provision of funds, facilities,
services and other resources, necessary or appropriate to enable Uttar Pradesh to
perform such obligations, and shall not take or permt to be taken any action which
woul d prevent or interfere with such performance.

(b) The Borrower shall participate with the Association and Utar Pradesh in
the exchange of views referred to in Section 2.02(a) of the Project Agreement on the
progress achieved in carrying out the Program the actions specified in the Schedul e
to the Project Agreement, the performance of Uttar Pradesh’s obligations under the
Proj ect Agreenent and other natters relating to the purposes of the Credit.

(c) Wthout limtation upon the provisions of paragraph (b) of this Section,
the Borrower shall informthe Association on any action taken after the disbursenent
of the Credit which would have the effect of materially reversing the objectives of
the Program or any action taken under the Program including any action specified in
the Schedule to the Project Agreenent, and shall facilitate exchange of views to
address the situation.

Section 3.02. Upon the Association’s request, the Borrower shall:

(a) have the Deposit Account audited in accordance wi th appropriate auditing
principles consistently applied, by independent auditors acceptable to the
Associ ati on;

(b) furnish to the Association as soon as available, but in any case not
later than four nmonths after the date of the Association’s request for such audit, a
certified copy of the report of such audit by said auditors, of such scope and in such



detail as the Association shall have reasonably requested; and

(c) furnish to the Association such other information concerning the Deposit
Account and the audit thereof as the Association shall have reasonably requested.

ARTI CLE |V
Renedi es of the Association

Section 4.01. Pursuant to Section 6.02 (1) of the General Conditions, the
followi ng additional event is specified, nanely, that a situation has arisen which
shal | make it inprobable that the Program or a significant part thereof, wll be
carried out by Uttar Pradesh.

ARTI CLE V
Ef fective Date; Term nation

Section 5.01. The following event is specified as an additional condition to the
ef fectiveness of the Devel opment Credit Agreenent within the meaning of Section 12.01
(b) of the General Conditions, nanely that all conditions precedent to the
ef fectiveness of the Loan Agreenent have been fulfilled other than those related to
the effectiveness of this Agreenent.

Section 5.02. 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 Association, nanmely, that the Project Agreement has
been duly authorized or ratified by Utar Pradesh and is |egally binding upon Utar
Pradesh in accordance with its terns.

Section 5.03. The date sixty (60) days after the date of this Agreenment is
hereby specified for the purposes of Section 12.04 of the General Conditions.

ARTI CLE VI
Representatives of the Borrower; Addresses

Section 6.01. 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 6.02. The foll owi ng addresses are specified for the purposes of Section
11.01 of the General Conditions:

For the Borrower:

Secretary to the Governnent of India
Departnent of Economic Affairs

M nistry of Finance

New Del hi, India

Cabl e address: Tel ex:
ECOFAI RS 953-31-66175 FINE I N
New Del hi 953-31-61430 FINE IN

For the Associ ation:
I nternational Devel opment Associ ation
1818 H Street, N W
Washi ngton, D.C. 20433
United States of Anerica
Cabl e address: Tel ex:

| NDEVAS 248423 (MCl) or



Washi ngton, D.C.

I N W TNESS WHEREOF,
representatives,

New Del hi, India, as of the day and year first above witten.
I NDI A
By /s/ R S. Sharma
Aut hori zed Representative
| NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON
By /s/ Edwin R Lim
Country Director, India
SCHEDULE
Excl uded Expenditures
For purposes of Section 2.02 (d) of this Agreenent, the proceeds of the Credit
shall not be used to finance any of the follow ng expenditures:
1. expenditures in the currency of the Borrower or for goods or services supplied
fromthe territory of the Borrower;
2. expenditures for goods or services supplied under a contract which any national
or international financing institution or agency other than the Bank or the

Associ ation shall
Associ ation shal |

have financed or agreed

the parties hereto,
have caused this Agreement to be signed in their

64145 (M)

acting through their duly authorized

to finance, or which the Bank or the

have financed or agreed to finance under another credit or a |oan;

3. expenditures for goods included in the foll owi ng groups or subgroups of the

St andard | nt ernati onal

the United Nations in Statistical Papers,

Trade d assification,

Revision 3 (SITC, Rev.3), published by
Series M No. 34/Rev.3 (1986) (the SITC),

respective nanes in

or

any successor groups or subgroups under future revisions to the SITC, as designated by

the Association by notice to the Borrower:

Description of

Itens

Al cohol i ¢ beverages

unmanuf act ured, tobacco

manuf act ured (whet her or not

cont ai ni ng tobacco substitutes)

Group Subgr oup

112 -

121 - Tobacco,
ref use

122 - Tobacco,

525 -

667 - Pearl s,
unwor ked

718 718.7 Nucl ear
el enent s
nucl ear

728 728. 43

897 897.3

reactors,

Jewel ry of gold,

Radi oacti ve and associ ated materials

preci ous and semi preci ous stones,

or worked

and parts thereof; fuel

(cartridges), non-irradiated, for

reactors

Tobacco processing nachi nery

silver or platinum



group netal s (except watches and watch
cases) and goldsmiths' or silversmiths
wares (including set gens)

971 - Gol d, non-nonetary (excluding gold ores
and concentrates)

4, expendi tures for goods intended for a nmilitary or paramlitary purpose or for
| uxury consunption

5. expendi tures for environnental |y hazardous goods (for purposes of this paragraph
the term“environmental | y hazardous goods” neans goods, the manufacture, use or inport
of which is prohibited under the laws of the Borrower or international agreenents to
whi ch the Borrower is a party);

6. expenditures: (a) in the territories of any country which is not a nenber of the
Bank or for goods procured in, or services supplied from such territories; or (b) on
account of any paynent to persons or entities, or any inport of goods, if such paynent
or inmport is prohibited by a decision of the United Nations Security Council taken
under Chapter VII of the Charter of the United Nations; and

7. expenditures under a contract in respect of which the Association deternines
that corrupt or fraudul ent practices were engaged in by representatives of the
Borrower or Uttar Pradesh or of a beneficiary of the Credit during the procurenent or
execution of such contract, w thout the Borrower or Utar Pradesh having taken tinely
and appropriate action satisfactory to the Association to remedy the situation



