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CREDI T NUMBER 3431 IN

Proj ect Agreenent

(Keral a Rural Water Supply and Environnental Sanitation Project)

anong

| NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON
and
STATE OF KERALA

and

KERALA RURAL WATER SUPPLY AND SANI TATI ON AGENCY

Dat ed January 4, 2001
CREDI T NUMBER 3431 I N
PRQIECT AGREENMENT

AGREEMENT, dated January 4, 2001, anong | NTERNATI ONAL DEVELOPMENT ASSOCI ATl ON
(the Association) and STATE OF KERALA acting by its Governor (Kerala) and KERALA RURAL
WATER SUPPLY AND SANI TATI ON AGENCY ( KRWBA) .

WHEREAS by the Devel opnent Credit Agreenent of even date herewith between India
(the Borrower) and the Association, the Association has agreed to nake available to
the Borrower an amount in various currencies equivalent to fifty nmillion one hundred
t housand Special Draw ng Ri ghts (SDR50, 100, 000), on the terms and conditions set forth
in the Devel opment Credit Agreenent, but only on condition that Kerala and KRWSA agree
to undertake such obligations toward the Association as are set forth in the
Devel opnent Credit Agreenent and in this Agreenent;

WHEREAS Keral a and KRWSA, in consideration of the Association’s entering into
the Devel opnent Credit Agreement with the Borrower, have agreed to undertake the
obligations set forth in this Agreement;

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |

Definitions



Section 1.01. Unless the context otherw se requires, the several terns defined
in the Devel opment Credit Agreenent and the General Conditions (as so defined in the
Devel opnent Credit Agreenent) have the respective neanings therein set forth.

ARTI CLE 11
Execution of the Project

Section 2.01. (a) Kerala and KRWSA declare their commtnent to the objective of
the Project as set forth in Schedule 2 to the Devel opment Credit Agreement, and, to
this end shall carry out Parts A, B and C of the Project with due diligence and
efficiency and in conformty with appropriate adninistrative, financial, technical and
rural water supply and environnmental sanitation practices, and shall provide, or cause
to be provided, pronptly as needed, the funds, facilities, services and ot her
resources required for Parts A, B and C of the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Association shall otherw se agree, Kerala and KRWSA shall carry out
Parts A, B and C of the Project in accordance with the |nplenentation Program set
forth in Schedule 2 to this Agreenent, and the Project |nplenentation Plan.

(c) Keral a shall make available to KRABA as a grant and in a tinmely nanner:
(i) the proceeds of the Credit nade available to Kerala by the Borrower; and (ii)
addi tional funds fromKerala s own resources in amounts sufficient to cover the
anounts required for carrying out Parts A, B and C of the Project.

Section 2.02. Except as the Association shall otherw se agree, procurenent of
the goods, works and consultants’ services required for the Project and to be financed
out of the proceeds of the Credit shall be governed by the provisions of Schedule 1 to
this Agreenent.

Section 2.03. (a) Kerala and KRWSA shall 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
i nsurance, use of goods and services, plans and schedul es, records and reports,
mai nt enance and | and acqui sition, respectively) in respect of Parts A, B and C of the
Project, and the Project Agreenent.

(b) For the purposes of Section 9.07 of the General Conditions, and without
limtations thereto, Kerala and KRWSA shall:

(i) prepare and furnish to the Association not later than
six (6) nonths after the Closing Date or such later
date as may be agreed for this purpose between the Associ ation, Kerala
and KRWBA, a plan satisfactory to the Association for the future
operation of Parts A B and C of the Project; and

(ii) afford the Association a reasonable opportunity to
exchange views with Kerala and KRASA on sai d pl an.

Section 2.04. (a) Kerala and KRWSA shall, at the request of the Association
exchange views with the Association with regard to the progress of Parts A, B and C of
the Project, the performance of their obligations under this Agreenment and ot her
matters relating to the purposes of the Credit.

(b) Keral a and KRWSA shal|l promptly informthe Association of any condition
which interferes or threatens to interfere with the progress of Parts A B and C of
the Project, the acconplishment of the purposes of the Credit, or the performance by
Keral a or KRWABA of their obligations under this Agreenent.

ARTICLE |11
Managenent and QOperations of KRWSA
Section 3.01. KRWSA shall carry on its operations and conduct its affairs in
accordance with sound adm nistrative, financial, technical and rural water supply and

environmental sanitation practices, under the supervision of qualified and experienced
managenent assisted by competent staff in adequate nunbers.



Section 3.02. KRWSA shall at all tines operate and maintain its equi pment and
other property, and fromtine to time, pronptly as needed, nake all necessary repairs
and renewal s thereof, all in accordance with sound adm ni strative and fi nanci al
practi ces.

Section 3.03. KRWSA shall take out and maintain with responsible insurers, or
make ot her provisions satisfactory to the Association, for insurance against such
risks and in such amounts as shall be consistent with appropriate practices.

ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) KRWSBA shall maintain a financial nmanagenent system i ncluding
records and accounts, and prepare financial statenents in a fornmat acceptable to the
Associ ation, adequate to reflect in accordance with sound financial nmanagenment and
accounting practices the operations, resources and expenditures in respect of Parts A
B and C of the Project.

(b)  KRWBA shal | :

(i) have the records, accounts and financial statenents
referred to in paragraph (a) of this Section for each
Fi scal Year audited, in accordance with appropriate
audi ting principles consistently applied, by i ndependent auditors
acceptable to the Association;

(ii) furnish to the Association as soon as avail able, but
in any case not |ater than six nonths after the end
of each such year, (A) certified copies of the financial statenents
referred to in paragraph (a) of this Section for such Fiscal Year as so
audi ted, and (B) an opinion on such financial statenents, records
and accounts of such audit by said auditors, of such
scope and in such detail as the Association shall have reasonably
request ed; and

(iii) furnish to the Association such other information
concerni ng said records, accounts and financi al
statenents as well as the audit thereof, and concerni ng such
auditors, as the Association shall fromtine to tine reasonably
request .

Section 4.02. (a) Wthout limtation upon the provisions of Section 4.01 of this
Agreement, KRWBA shall carry out a time-bound action plan acceptable to the
Associ ation for the strengthening of the financial nanagenent systemin order to
enabl e KRWBA, not | ater than March 31, 2001, or such later date as the Associ ation
shal|l agree, to prepare quarterly Project Managenent Reports, acceptable to the
Associ ati on, each of which:

(i) (A sets forth actual sources and application of
funds for Parts A, B and C of the Project, both
cumul atively and for the period covered by said report, and
proj ected sources and applications of funds for Parts A, B and C of the
Project for the six-month period followi ng the period covered by said
report; and
(B) shows separately expenditures financed out of
the proceeds of the Credit during the period covered
by said report and expenditures proposed to be financed out of the
proceeds of the Credit during the six-month period followi ng the
period covered by said report;
(ii) (A descri bes physical progress in inplenmentation

of Parts A, B and C of the Project, both cumnulatively
and for the period covered by said report; and



(B) expl ai ns variances between the actual and
previously forecast inplenmentation targets; and

(iii) sets forth the status of procurenent under Parts A B
and C of the Project and expenditures under contracts
financed out of the proceeds of the Credit, as at the

end of the period covered by said report.

(b) Upon the conpletion of the action plan referred to in paragraph (a) of
this Section, KRWBA shall prepare, in accordance with guidelines and format acceptable
to, and furnish to the Association not |ater than 45 days after the end of each
cal endar quarter a Project Managenent Report for such period.

Section 4.03. KRWSA shall establish and operate not |ater than March 31, 2001,
and thereafter maintain throughout the Project inplenentation period, a satisfactory
Fi nanci al Managenent System for Parts A, B and C of the Project, including a
conputeri zed system in accordance with the Financial Mnagenment Manual agreed with
the Associ ation.

Section 4.04. KRWSA shall (a) maintain throughout the Project inplenentation
period a chartered accountant as a Finance Manager to manage the financial aspects of
Parts A, B and C of the Project, with experience and qualifications agreed with the
Associ ation, and (b) enploy not |ater than March 31, 2001, and thereafter maintain
t hroughout the Project inplenmentation period, an accountant for each of the DPMJs,
with experience and qualifications agreed with the Associ ati on.

Section 4.05. KRWSA shal |l nmintain throughout the Project inplenentation period
a firmof chartered accountants with terms of reference and qualifications acceptable
to the Association, for auditing the records, accounts and financial statenments of
Parts A, B and C of the Project.

Section 4.06. Kerala and KRWSA shal |l cause each of the G am Panchayats,
Beneficiary Goups and Support Organi zations participating in the Project to (i) open
and mai ntain a separate bank account for the Project funds, and (ii) maintain separate
records and books of accounts for the said funds.

Section 4.07. KRWSA shall enploy, for each Batch, firns of chartered accountants
with terms of reference and qualifications acceptable to the Association for (a)
providing training in maintaining adequate financial records and accounts to the G am
Panchayats, Beneficiary G oups and Support Organizations participating in the Project,
and (b) auditing the records, accounts and financial statenents of the G am
Panchayats, Beneficiary G oups and Support Organizations participating in the Project.

Section 4.08. KRWSA shall release Project funds to the Gram Panchayats,
Beneficiary G oups and Support organi zations participating in the inplenentation of
the Project in accordance with the procedures and schedul e specified in the Financial
Management Manual .

ARTI CLE V

Effective Date; Term nation;
Cancel | ati on and Suspensi on

Section 5.01. This Agreenent shall come into force and effect on the date upon
whi ch the Devel opnent Credit Agreement becones effective.

Section 5.02. (a) This Agreenent and all obligations of the Association, Kerala
and KRWEA t hereunder shall terminate on the earlier of the follow ng two dates:

(i) the date on which the Devel opnent Credit Agreenent
shall termnate in accordance with its terns; or

(ii) the date twenty (20) years after the date of this
Agr eenent .

(b) If the Devel opnent Credit Agreenment terminates in accordance with its
terms before the date specified in paragraph (a) (ii) of this Section, the Association



shall pronptly notify Kerala and KRASA of this event.

Section 5.03. Al the provisions of this Agreenent shall continue in full force
and effect notw t hstanding any cancel | ati on or suspension under the CGeneral
Condi ti ons.

ARTI CLE VI
M scel | aneous Provi si ons

Section 6.01. Any notice or request required or permtted to be given or nade
under this Agreenent and any agreenent between the parties contenplated by this
Agreement shall be in witing. Such notice or request shall be deenmed to have been
duly given or made when it shall be delivered by hand or by mail, telegram cable,
telex or fax to the party to which it is required or pernmtted to be given or nade at
such party’s address hereinafter specified or at such other address as such party
shall have designated by notice to the party giving such notice or making such
request. The addresses so specified are:

For the Association:

I nternational Devel opnent Association
1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anmerica

Cabl e address: Tel ex:
| NDEVAS 248423 (MCl)
Washi ngton, D.C 64145 (M)

For Keral a:

Secretary to the Governnent

Irrigation and Water Supply Departnent
Governnent of Keral a

Thi ruvanant hapur am

Keral a, India

For KRWBA:

Executive Director

Kerala Rural Water Supply and Sanitation Agency
PTC Towers, Third Fl oor

Thanpanoor, Thiruvanant hapuram

Kerala, India

Section 6.02. Any action required or permtted to be taken, and any docunent
required or pernmitted to be executed, under this Agreement on behal f of Kerala may be
taken or executed by its Secretary, Irrigation and Water Supply Departmnent, or such
ot her person or persons as Kerala shall designate in witing, and on behal f of KRWBA
may be taken or executed by the Executive Director, or such person or persons as KRWSA
shall designate in witing, and Kerala and KRABA shall furnish to the Association
sufficient evidence of the authority and the authenticated speci men signature of each
such person.

Section 6.03. This Agreenent nmay be executed in several counterparts, each of
whi ch shall be an original, and all collectively but one instrument.

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.



| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

By /s/ Edwin Lim
Country Director, India

STATE OF KERALA

By /s/ Elias Ceorge
Aut hori zed Representative

KERALA RURAL WATER SUPPLY AND SAN TATI ON
AGENCY

By /s/ Janmes Varghese
Aut hori zed Representative

SCHEDULE 1

Pr ocur ement

Section |. Procurenent of Goods and Works
Part A Gener al
1 Goods and works shall be procured in accordance with the provisions of Section |

of the “@uidelines for Procurement under |BRD Loans and | DA Credits” published by the
Bank in January 1995 and revised in January and August 1996 and Septenber 1997, and
January 1999 (the Cuidelines) and the foll ow ng provisions of Section | of this
Schedul e.

2. In paragraphs 1.6 and 1.8 of the Guidelines, the references to “Bank menber
countries” and “nenber country” shall be deened to be references, respectively, to
“Participating Countries” and “Participating Country”.

Part B: Procurenent Procedures
1. Nati onal Conpetitive Bidding

Works under Part B of the Project, estimated to cost $50, 000 equi val ent or nore
per contract, and costing up to an aggregate anount not to exceed $5, 400,000 may be
procured under contracts awarded on the basis of conpetitive bidding advertised
nationally, in accordance with procedures satisfactory to the Association.
2. Nat i onal Shoppi ng

Equi pnrent, materials and vehicles for Parts A, C and D of the Project, estinated

to cost |less than $50,000 equival ent per contract, up to an aggregate anount not to
exceed $1, 875,000 equi val ent, may be procured under contracts awarded on the basis of



nati onal shoppi ng procedures in accordance with the provisions of paragraphs 3.5 and
3.6 of the Cuidelines.

3. Direct Contracting

(a) Books, periodicals, software and proprietary equi pnent and spares for
Parts A, C and D of the Project, estimated to cost |ess than $50, 000 equi val ent per
contract, up to $100,000 in the aggregate, may be procured in accordance with the
provi sions of paragraph 3.7 of the Guidelines.

(b) Goods estimated to cost |ess than $500 equival ent per contract, up to an
aggregate anount not exceedi ng $25,000 may be procured in accordance with the
provi sions of paragraph 3.7 of the Guidelines.
4. Procurenent Procedures for Part B of the Project

Wor ks, goods and rel ated services for Part B of the Project estimated to cost
| ess than $50, 000 equi val ent per contract, up to an aggregate anpunt not exceeding
$61, 200, 000 equi val ent, may be procured either: (i) under |unp-sum fixed-price
contracts awarded on the basis of quotations obtained fromthree (3) qualified
donestic contractors in response to a witten invitation. The invitation shall include
a detailed description of the works, including basic specifications, the required
conpl etion date, a basic form of agreement acceptable to the Association, and rel evant
drawi ngs, where applicable. The award shall be nade to the contractor who offers the
| owest price quotation for the required work, and who has the experience and resources
to conplete the contract successfully; or (ii) through community participation
procedures in accordance w th paragraph 3.15 of the Guidelines; or (iii) as a last
resort, and with prior approval of the Association, through force account in
accordance with the provisions of paragraph 3.8 of the Guidelines and procedures
satisfactory to the Association.

Part C Revi ew by the Association 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 procurement plan for the Project shall be furnished to the
Associ ation for 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
Associ ation, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to any contract for works estinmated to cost nore than
$300, 000 equival ent, the procedures set forth in paragraphs 2 and 3 of Appendix 1 to
the Guidelines shall apply.

(b) Wth respect to the first contract for works procured under Part B. 1
above, the follow ng procedures shall apply:

(i) prior to the selection of any supplier or contractor,
KRWSA shall provide to the Association a report on
the conparison and eval uati on of quotations received;
(ii) prior to the execution of any such contract, KRWSA
shall provide to the Association a copy of the
specifications and the draft contract; and

(iii) the procedures set forth in paragraphs 2(f), 2(g) and
3 of Appendix 1 to the Cuidelines shall apply.

(c) KRWSA shal |l furnish to the Association copies of the first 10 contracts
of each Batch procured under Part B. 4 above prior to execution of such contracts.

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
1 Consul tants’ services shall be procured in accordance with the provisions of the

Introduction and Section IV of the “@uidelines: Selection and Enpl oynent of

Consul tants by World Bank Borrowers” published by the Bank in January 1997 and revised
in Septenber 1997, and January 1999 (the Consultant Cuidelines) and the foll ow ng
provi sions of Section Il of this Schedul e.

2. In paragraph 1.10 of the Consultant Guidelines, the references to “Bank nenber
countries” and “nenber country” shall be deened to be references, respectively, to
“Participating Countries” and “Participating Country”.

Part B: Qual ity- and Cost-based Sel ection

1. Except as otherwi se 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 Cuidelines, paragraph 3 of Appendix 1 thereto, Appendix 2
thereto, and the provisions of paragraphs 2.13 through 2.18 thereof applicable to
quality- and cost-based sel ection of consultants.

2. The follow ng provisions shall apply to consultants’ services to be procured
under contracts awarded in accordance with the provisions of the precedi ng paragraph.
The short list of consultants for services for technical assistance or training under
the Project estimated to cost |ess than $200, 000 equi val ent per contract, may conprise
entirely national consultants in accordance with the provisions of paragraph 2.7 of
the Consul tant Cuidelines.

Part C O her Procedures for the Selection of Consultants
1. Sel ection Based on Consultants’ Qualifications

Services for technical assistance or training estimated to cost |ess than
$100, 000 equi val ent per contract may be procured under contracts awarded i n accordance
with the provisions of paragraphs 3.1 and 3.7 of the Consultant GCuidelines.

2. Si ngl e Source Sel ection

Consul tants’ or NGOs' services for technical assistance or training which are
estimated to cost | ess than $100, 000 equi val ent per contract, may, with the
Associ ation’s prior agreenent, be procured in accordance with the provisions of
par agraphs 3.8 through 3.11 of the Consul tant Guidelines.

3. I ndi vi dual Consultants

Services for tasks that neet the requirenents set forth in paragraph 5.1 of the
Consul tant Cuidelines and estimated to cost |ess than the equival ent of $50,000 shall
be procured under contracts awarded to individual consultants in accordance with the
provi sions of paragraphs 5.1 through 5.3 of the Consultant Cuidelines.

Part D: Revi ew by the Association of the Selection of Consultants
1. Sel ection Pl anni ng

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
Associ ation for review and approval, in accordance with the provisions of paragraph 1
of Appendix 1 to the Consultant Cuidelines. Selection of all consultants’ services
shall be undertaken in accordance with such selection plan as shall have been approved
by the Association, and with the provisions of said paragraph 1.

2. Prior Review



(a) Wth respect to each contract for the enploynment of consulting firms for
techni cal assistance or training estimated to cost the equival ent of $100,000 or nore,
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 Cuidelines shall apply.

(b) Wth respect to each contract for the enployment of consulting firns for
techni cal assistance or training estimated to cost the equival ent of $50,000 or nore,
but | ess than the equival ent of $100,000, the procedures set forth in paragraphs 1, 2
(other than the second subparagraph of paragraph 2(a)) and 5 of Appendix 1 to the
Consul t ant Gui del i nes shall apply.

(c) Wth respect to each contract for the enpl oynent of individual
consultants estimated to cost the equival ent of $50,000 or nore, the qualifications,
experience, terns of reference and terms of enploynment of the consultants shall be
furnished to the Association for prior review and approval. The contract shall be
awarded only after the said approval shall have been given.

(d) Term of reference for all consultant contracts estinmated to cost the
equi val ent of $12,000 or nore per contract in the case of consulting firms, and the
equi val ent of $5,000 or nore per contract in the case of individual consultants, shall
be furnished to the Association for prior review and approval. The contract shall be
awarded only after approval of such terns of reference has been given.

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 Consultant Guidelines shall

apply.
SCHEDULE 2
| mpl ement ati on Program

1. Keral a and KRWSA shall not |ater than Decenber 31 of each year, starting 2001,
prepare annual action and procurenent plans for inplenentation of the activities under
Parts A, B and C of the Project, and taking into account the Association’s
recomendati ons, finalize, not later than March 31 of each year, such plans.

2. Keral a and KRWSA shal | conplete not later than March 31, 2001, the establishment
and staffing of the DPMJs, including accounts officers, with qualifications and
experience satisfactory to the Associ ation.

3. KRWSA shall: (i) select the Support Organizations participating in Part B of the
Project in accordance with eligibility criteria and procedures agreed with the

Associ ation; and (ii) review the adequacy of such criteria prior to undertaking
pre-qualification of Support Organizations for each Batch, and only introduce changes
thereto that are acceptable to the Association.

4. KRWSA shal | sel ect the Gram Panchayats, who in turn, shall select the
Beneficiary Goups participating in Parts A and B of the Project, both in accordance
with procedures and eligibility criteria agreed with the Association, including cost
sharing arrangenents, and only introduce changes thereto that are acceptable to the
Associ ati on.

5. KRWSA shall enter into an agreenent with the Support Organi zations, the Gram
Panchayats and the Beneficiary Goups participating in the inplenentation of the
Project, satisfactory to the Association, stipulating the roles and responsibilities
of each of the parties in the carrying out of Parts A and B of the Project.

6. KRWSA shal | carry out an evaluation of inplenentation of the First Batch Schenes
and review with the Association the |essons |earnt, and shall thereafter incorporate
such lessons in the design and inplenmentation of Subsequent Batches.

7. Keral a and KRWSA shal | cause the Gram Panchayats participating in the

impl ementation of Part B of the Project to monitor and ensure that the Beneficiary
G oups levy and collect water charges sufficient to recover full recurrent operation
and mai ntenance cost of each Schene.



8. Keral a and KRWSA shal | take neasures, satisfactory to the Association, including
introduction of incentive schenes to recruit and thereafter retain for at |east three
years the key Project Staff.

9. To ensure that the tribal population in the Project G am Panchayats benefit
fully fromthe activities under the Project, Kerala and KRWASA shall inplement, in a
manner satisfactory to the Association, the tribal devel opment plan agreed with the
Associ ati on.

10. Keral a and KRWSA shall: (i) ensure that any private | and needed for water supply
and ot her construction under the Project shall be provided by the owner of such | and
in a voluntary manner, and in accordance with a nmenorandum of understandi ng, agreed
with the Association, between the Beneficiary Goup or the G am Panchayat and the
owner of such land; and (ii) not comrence such works in |ocations where such land is
needed until such menorandum of understandi ng has been concl uded.

11. Keral a and KRWBA shal | :

(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
Associ ation the carrying out of Parts A, B and C of the Project and the achi evenent of
the objective thereof;

(b) prepare, under terns of reference satisfactory to the Association, and
furnish to the Association not later than June 30, 2003, a report integrating the
results of the nonitoring and eval uation activities performed pursuant to paragraph
(a) of this Section, on the progress achieved in carrying out Parts A, B and C 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 Parts A, B and C of the
Proj ect and the achi evenrent of the objective thereof during the period follow ng such
date; and

(c) review with the Associ ation by Decenber 31, 2003, or such later date as
the Association shall request, the report referred to in paragraph (b) of this
Section, and thereafter, take all neasures required to ensure the efficient conpletion
of Parts A, B and C of the Project and the achi everent of the objective thereof, based
on the concl usions and reconmendati ons of the said reports and the Association s views
on the matter.

12. KRWSA shal |, under terns of reference agreed with the Association, recruit
i ndependent consultants for nonitoring quality of construction activities for the
first Batch, and prior to the comencenent of the construction activities for the
Subsequent Bat ches.

13. Keral a and KRWSA shall: (i) under terns of reference agreed with the
Associ ation, recruit not |ater than Decenber 31, 2001 in accordance with the
procedures specified in Part B. 1 of Section Il, of Schedule 1 of the Project

Agreement a consulting firmfor carrying out the state-w de sector policy study under
Part C.1 of the Project; (ii) furnish to the Association, not later than June 30,
2003, for the Association's review and comments, the final sector policy study report
and strategic plan for its inplementation; and (iii) thereafter conmence

i mpl ementati on of the agreed strategic plan.

14. Keral a and KRWSA shal | under terns of reference agreed with the Association
commence not | ater than Decenmber 31, 2001, the devel opment of the Sector Information
Management System under Part C. 2 of the Project, and shall inplenent the System not

| ater than June 30, 2003.



