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I NTERI M FUND CREDI T NUMBER NO18 I N

Interim Fund
Devel opnent Credit Agreenent

(Reproductive and Child Health Project)

bet ween

I NDI A

and

| NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON as Admini strator of the
Interim Trust Fund Established with Funds Contri buted by
Certain Menbers of the International Devel opnent Association
Pursuant to Resolution No. IDA 184 of the Board of Governors
of International Devel opnent Associ ation

Dated July 30, 1997
| NTERI M FUND CREDI T NUMBER NO18 I N
I NTERI M FUND DEVELOPMENT CREDI T AGREEMENT

AGREEMENT, dated July 30, 1997, between INDIA, acting by its President (the
Borrower) and | NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON (the Associ ation) as admi ni strator
(the Admi nistrator) of the Interim Trust Fund (InterimFund) established with funds
contributed by certain nenbers of the Association pursuant to Resolution No. |DA 184
(the InterimFund Resol ution) of the Board of Governors of the Association, adopted on
June 26, 1996.

WHEREAS (A) by the Interim Fund Resolution the InterimFund has been
establ i shed, constituted of the funds contributed by certain nenbers of the
Associ ation and admi nistered by the Association acting as Adnministrator 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 Agreenent, has requested the
Administrator 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 woul d be in accordance with the provisions of the Interim Fund Resol ution;

(O the Project will be carried out jointly by the Borrower and the Project
States (as hereinafter defined) with the Borrower’s assistance and, as part of such
assistance, the Borrower will make available to the Project States a part of the
proceeds of the Interim Fund Credit as provided in this Agreement;



(D) the Borrower intends to obtain fromeach of the Project States certain
undertakings in respect of the carrying out of their respective portions of the
Project; and

WHEREAS t he Admini strator has agreed, on the basis, inter alia, of the
foregoing, to extend the InterimFund Credit to the Borrower upon the ternms and
conditions set forth in this Agreenent;

NOW THEREFORE t he parties hereto hereby agree as follows:
ARTI CLE |
General Conditions; Definitions

Section 1.01. The “General Conditions Applicable to Development Credit
Agreements” of the Association, dated January 1, 1985, 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) A new paragraph, numbered 15, is added to Section 2.01 to read as
follows:
“15.  “Participating Country” means any country that meets the
requirements set forth in Section 5(e) of Resolution No. IDA 184 of the Board
of Governors of the Association, adopted on June 26, 1996, as

determined by the Administrator as of the date on which the Interim Fund Credit was
approved pursuant to Section 5(c) of said Resolution; and  “Participating Countries”
means, collectively, all such countries;

(d) The last sentence of Section 3.02 is deleted.
(e) The second sentence of Section 5.01 is modified to read:

“Except as the Administrator and the Borrower shall otherwise agree, no
withdrawals shall be made: (a) on account of expenditures in the territories of any
country which is not a Participating Country or for goods produced in, or
services supplied from, such territories; or (b) for the purpose of
any payment to persons or entities, or for any import of goods, if such payment
or import, to the knowledge of the Administrator, is prohibited by a decision of
the United Nations Security Council taken under Chapter VIl of the Charter of  the
United Nations.”

) 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.

(9) Section 6.03 is modified to read as follows:

“Section 6.03. Cancellation by the Administrator. If (@) the right of
the Borrower to make withdrawals from the Interim Fund Credit Account shall have been
suspended with respect to any amount of the Interim Fund Credit for a
continuous period of thirty days, or (b) at any time, the Administrator determines,
after consultation with the Borrower, that an amount of the Interim Fund Credit will
not be required to finance the Project’s costs to be financed out of the proceeds of
the Interim Fund Credit, or (c) at any time the Administrator
determines, with respect to any contract to be financed out of the proceeds of the
Interim Fund Credit, that corrupt or fraudulent practices were engaged in by

representatives of the Borrower or of a beneficiary of the Interim Fund Credit
during the  procurement or the execution of such contract, without the Borrower



havi ng taken timely and appropriate action satisfactory to the Adnministrator to

remedy the situation, and establ i shes the amount of expenditures in
respect of such contract which woul d ot herw se have been eligible for
financing out of the proceeds of the InterimFund Credit, or (d) at any time, the
Admini strator determines that the procurement of any contract to be financed out of

the proceeds of the InterimFund Credit is inconsistent with the procedures set forth
or referred to in the InterimFund Devel opnent Credit Agreenment and establishes the
anmount of expenditures in respect of such contract which would otherw se have
been eligible for financing out of the proceeds of the InterimFund Credit, or
(e) after the Cosing Date, an amount of the InterimFund Credit shall remain

unwi t hdrawn fromthe InterimFund Credit Account, the Adm nistrator may,
by notice to the Borrower, terminate the right of the Borrower to make
withdrawal s with respect to such amount. Upon the giving of such notice, such
amount of the Interim Fund Credit shall be canceled.”

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:

@ “District” means an administrative unit or a municipal corporation within
a Project State (as hereinafter defined), including any successors thereto;

(b) “IEC” means information, education and communication;

(c) “Letter of Undertaking” means the Letter of Undertaking to be executed

and furnished to the Borrower by each of the Project States (as hereinafter defined)
pursuant to Section 3.01(b) of this Agreement;

(d) “Project State” means any State or Union Territory of the Borrower,
including any successor or successors thereto, which participates in the Project and
from which the Borrower has obtained a Letter of Undertaking;

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

) “Sub-Projects” means the specific development projects to be carried out
under Part B of the Project as described in Schedule 2 to this Agreement.

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 one hundred seventy-nine million five
hundred thousand Special Drawing Rights (SDR 179,500,000).

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 March 31, 2003 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



arate 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 conmitnent charge shall accrue: (i) fromthe date sixty days after
the date of this Agreement (the accrual date) to the respective dates on which anmounts
shal | be w thdrawn by the Borrower fromthe InterimFund Credit Account or cancel ed;
and (ii) at the rate set as of the June 30 i mediately preceding the accrual date and
at such other rates as nmay be set fromtine to tine 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 Agreenment.

(c) The conmitnent 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 fromtinme to time be designated or selected
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 InterimFund Credit withdrawn and outstanding fromtime to tinme.

Section 2.06. Conmitnent charges and service charges shall be payabl e
sem annually on May 1 and Novenber 1 in each year.

Section 2.07. (a) Subject to paragraphs (b), (c) and (d) below, the Borrower
shall repay the principal anpbunt of the InterimFund Credit in sem annual installnents
payabl e on each May 1 and Novenber 1 conmenci ng Novenber 1, 2007, and ending My 1,
2032. Each installnent to and including the installment payable on May 1, 2017 shall
be one and one-fourth percent (1-1/4% of such principal anmount, 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
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
above mentioned 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 Il



Execution of the Project

Section 3.01. (a) The Borrower declares its commtnent to the objectives of the
Project as set forth in Schedule 2 to this Agreenment, and, to this end, shall carry
out, or cause to be carried out, the Project with due diligence and efficiency and in
conformity with appropriate adnministrative, financial, engineering, famly welfare and
public health practices, and shall provide, pronptly as needed, the funds, facilities,
services and other resources required for the Project.

(b) Wthout limtation upon any provisions of this Agreenment, the Borrower
shal | cause each Project State to carry out its respective portion of the Project in
accordance with a Letter of Undertaking satisfactory to the Associationdninistrator,
to be executed and furnished to the Borrower and the Association by each Project
State, and the provisions set forth in Schedule 4 to this Agreenent.

(c) Wthout limting any of its obligations under this Agreenment, the
Borrower: (i) shall take and cause to be taken all action, including the provision of
funds, facilities, services and other resources, necessary or appropriate to enable
each Project State to performthe obligations of such Project State set forth in this
Agreement and in its Letter of Undertaking; and (ii) shall not take or pernit to be
taken any action which would prevent or interfere with such performance.

(d) Wthout limtation upon the provisions of paragraphs (a) and (c) of this
Section and except as the Borrower and the Adnministrator shall otherw se agree, the
Borrower shall carry out, and shall cause each Project State to carry out, the Project
in accordance with the Inplenentation Programset forth in Schedule 4 to this
Agr eenent .

(e) The Borrower shall nake part of the proceeds of the InterimFund Credit
avail able to each Project State for such parts of the Project as are to be carried out
by such Project State in accordance with the Borrower’s standard arrangements for
development assistance to the States or Union Territories, as the case may be.

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 3 to this Agreement.

Section 3.03. For the purposes of Section 9.07 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 for the future operation of the ProjectBorrower’s reproductive
and child health program; and

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

ARTICLE IV
Financial Covenants

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

(b) The Borrower shall:

(@) have and cause the Project States to have the records and accounts

referred to in paragraph (a) of this Section including those for the
Special Account for each fiscal year audited, in accordance with
appropriate auditing principles consistently applied, by independent

auditors acceptable to the Administrator;



(ii) furnish or cause to be furnished to the Admi nistrator, as soon as

avai | abl e, but in any case not later than [six]six nonths after the end
of each such year, the report of such audit by said auditors, of
such scope and in such detail as the Admi nistrator shall have

reasonably requested; and

(iii) furnish to the Admi nistrator such other information concerning

said records and accounts and the audit thereof as the Adm nistrator
shall fromtime to ti me reasonably request.
(c) For all expenditures with respect to which withdrawals fromthe Interim

Fund Credit Account were nmade on the basis of statenents of expenditure, the Borrower
shal | :

(i) mai ntain or cause to be mmintained, in accordance wi th paragraph
(a) of this Section, records and accounts reflecting such expenditures;
(ii) retain, until at |east one year after the Adm nistrator has
recei ved the audit report for the fiscal year in which the |ast
withdrawal fromthe Interim Fund Credit Account was nade, all records
(contracts, orders, invoices, bills, recei pts and ot her

docunent 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 (h) of the General Conditions, the
following additional events are specified:

@) Any Project State shall have failed to perform any of its obligations
under its respective Letter of Undertaking.

(b) As a result of events which have occurred after the date of this
Agreement, an extraordinary situation shall have arisen which shall make it
improbable that any Project State will be able to perform its obligations under its
respective Letter of Undertaking.

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

(d) Any Letter of Undertaking shall have been amended, suspended, abrogated
or repealed without the prior approval of the Administratorso as to adversely affect
the Project.

Section 5.02. Pursuant to Section 7.01(d) of the General Conditions, the
following additional events are specified:

@) any of the events specified in paragraphs (a), (c) and (b) the event
specified in paragraph (d) of Section 5.01 of this Agreement shall occur; and

(b) Any of the events specified in paragraphs (a) and (c) of Section 5.01 of
this Agreement shall occur and continue for a period of sixty days after notice
thereof shall have been given by the Administrator to the Borrower.



ARTI CLE VI

Ef fective Date; Term nation
Desi gnati on of Admi nistrator

Section 6.01. The date ninety (90) days after the date of this Agreenent is
hereby specified for the purposes of Section 12.04 of the General Conditions.

Section 6.02. The obligations of the Borrower under Schedule 4 to this Agreenent
shal | cease and determine on the date on which the InterimFund Devel opnent Credit
Agreenent shall ternminate or on the date twenty (20) years after the date of this
Agreement, whichever shall be the earlier.

Section 6.03. In the event that the Executive Directors of the Association
decide to ternmnate the functions of the Association as Adnministrator of the Interim
Fund pursuant to Section 7 of the Interim Fund Resolution, all of the rights and
obligations of the Adm nistrator under this Agreenent shall be assuned by the
Association in accordance with the Interim Fund Resol ution and such decision of said
Executive Directors, as of a date to be notified by the Administrator 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 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- 3166175
New Del hi

For the Association and the Administrator:

I nternational Devel opnment Associ ation
1818 H Street, N W

Washi ngton, D.C. 20433

United States of America

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

"IN WITNESS WHEREOF, the parties
hereto, acting through their duly authorized representatives, have caused this
Agreement to be signed in their respective names in the District of Columbia, United
States of America, as of the day and year first above written.

INDIA



By /s/ Sudhakar Rao

Aut hori zed Representative

| NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON
as Administrator of the Interim Trust Fund Established with Funds
by Certain Menbers of the International Devel oprment
Resol ution No. I DA 184 of the Board of
Associ ation

Contri but ed
Associ ation Pursuant to

Governors of International Devel opnent

By /s/ Meko N shimzu
Regi onal Vice President
South Asi a
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 anpbunts of the Interim Fund
Credit to each Category and the percentage of expenditures for itens so to be financed
in each Category:

Anmpunt of the

InterimFund Credit
Al |l ocated (Expressed

% of
Expendi t ures

Cat egory i n SDR Equi val ent) to be Financed
(1) Civil works 26, 500, 000 90%
(2) Vehicles, furniture 16, 100, 000 100% of foreign

equi pnent and ot her expendi tures, 100%

goods of local expenditures

(ex-factory cost),

and 80% of | ocal
expendi - tures

for other itemns
procured |l ocal ly

(3) Dr ugs 37, 850, 000 90%
(4) Consultants’ services, 24,600,000 90%
(4) Consultants’ services, 30,900,000 100%
including IEC
(5) Training and 24,700,000 100%
workshops
(6) Surveys and studies 4,400,000 100%
) Pilot Program for referral 900,000 90%
transport
(8) Incremental salaries and 35,800,000 80% through

operating expenses
operating expenses

September 30, 1999,
and 25% thereafter

9 Unallocated 15,600,000



TOTAL 179, 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 salaries and operating expenses” means the cost of
salaries, fees and honoraria paid in respect of posts created for the purposes of the
Project, including contractual services, reporting fees for traditional birth
attendants, mothers’ meetings, disposable delivery kits, consumables, fuel and
handling charges to States and Medical on or after September 30, 1996, and the cost of
hiring vehicles and operation and maintenance of the vehicles and equipment purchased
under the Project.

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 7,200,000 may be made in respect of Categories (4), (5), (6) and
(8), on account of payments made for expenditures before that date but after September
30, 1996; and

(b) expenditures incurred in, or by, any Project State unless that Project
State has executed 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 goods, and
works and services under contracts costing less than $300,000 equivalent each,

vehicles under contracts costing less than $100,000 equivalent each and services under
contracts not exceeding $200,000 equivalent eachequivalent for employment of firms and
$50,000 equivalent for employment of individual consultants, respectively, and

training, workshops, surveys and studies, referral transport and incremental salaries

and operating expenses, 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 to assist the Borrower in reducing maternal
and infant mortality and morbidity, and unwanted fertility, thereby contributing to
stabilization of population growth, through assistance to the Borrower’s Family
Welfare Program to (a) improve management performance by nationwide implementation of
the “target-freeparticipatory approach” to reproductive and child healthplanning
approach” and institutional strengthening; (b) improve the quality, coverage and
effectiveness of existing family welfare services; (c) progressively expand the scope
and content of existing family welfare services to include more elements of a defined
package of essential reproductive and child health services; and (d) in selected
disadvantaged Districts, increase access to reproductive and child health services by
strengthening the existing family welfare infrastructure while improving its quality.

The Project consists of the following parts, subject to such modifications
thereof as the Borrower and the Administrator may agree upon from time to time to
achieve such objectives:

Part A: Nationwide Component
1. Improving Management Performance

a. Decentralized Planning and Modified Monitoring System: increasing the



coverage and utilization of reproductive and child health services nationw de through
the provision of training and technical support for nore responsive decentralized
activity planning based on |ocal data nmade avail abl e through expansi on of the existing
Managenent | nformation System (MS) to include nonitoring of service quality through
regul ar client and conmunity polls, technical assessment of service delivery
facilities and provider conpetence, and rapid assessnents of community and

Non- Gover nment al Organi zati on (NGO perceptions. perceptions, and rapid surveys to
assess Project processes and outcones.

b. Institutional Strengthening: inproving the effectiveness and efficiency
of the Borrower’s family welfare program through:

Q) Procurement and Technical Support: establishing Procurement Support
Agencies (PSASs) to strengthen national and State-level capacity for procurement of
goods and services; and the provision of the services of specialized technical
institutions and consultants for training, information, education and communication
(IEC), Project monitoring, management assistance, civil works supervision and surveys
and studies;

(2 Reproductive and Child Health Research for ManagementOperations Research
in Reproductive and Child Health: establishing a mechanism for identifying research
priorities, disseminating research results and promoting the use of research findings
in policy and program management; and research, studies, workshops and publications in
respect of reproductive and child health programs; and

3) Enhanced Program Management Capacity: strengthening the Ministry of
Health and Family Welfare and approximately six, selected state-level Family Welfare
Departments and approximately 64 District level Family Welfare Bureauoffices through
provision of salaries for incremental staff and consultant services for strengthening
planning, monitoring and supervision capacity at the national, state and District
levels, and support of an advisory mechanism at the national level for the appraisal
of District Sub-Projects.

2. Improved Quality, Coverage and Effectiveness

a. Essential Package of Reproductive and Child Health Services: improving
the quality, utilization and scope of reproductive and child health services, through:

Q) Training: the upgrading and rental of training facilities and, the
provision of training and related materials and equipment, salaries for core teams of
trainers, and trainee and trainer allowances tofor health and family welfare workers
at the community, sub-center, primary health center and first-referral unit levels,
and for block and District-level managerall levels;

(2 Information, Education and Communication (IEC): developing IEC plans at
the District level, through the provision of consultant services and resources for
needs assessments, materials development and media support, training, communication
activities by NGOs, private parties and community groups and evaluations of District
level communications strategies; and

) Upgrading Service Delivery: renovating health facilities and provision of
equipment and drugs, contractual services and, reporting fees for traditional birth
attendants, referral funds for reproductive and child health activities and support to
selected NGOs and private sector schemes to increase access to reproductive and child
health services as specified in relevant State Project Implementation Plans (SPIPs) or
annual work plans.

Part B: Local Capacity Enhancement

The financing of specific development projects in approximately 24 Districts to
support health infrastructure expansion, additional mobility for health workers and
innovative approaches to health care delivery through NGOs and community workers, such
financing to include:

1. refurbishing and upgrading existing health facilities and constructing new
health facilities;



2. training, and carrying out IEC and social nmarketing activities for
contraceptives and other reproductive and child health-rel ated products;

3. support to selected NGO schenmes for increasing conmunity involvenent and access
to reproductive and child heal th services;

4, provi sion of honoraria for community health workers and private nedical
practitioners, and support for emergency transport and women'’s health committee work;
and

5. provision of consultant and contractual services, vehicles, furniture, medical
and non-medical equipment and materials, drugs, supplies and rentals of facilities.

* * *
The Project is expected to be completed by September 30, 2002.
SCHEDULE 3
Procurement and Consultants’ Services

Section 1. Procurement of Goods and Works
Part A: General

Subject to the eligibility restrictions set forth in Section Il of this
Schedule, 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” (the
Guidelines) and the following provisions of this Section, as applicable.
Part B: International Competitive Bidding
1. Except as otherwise provided in Part C of this Section, goods shall be procured
under contracts awarded in accordance with the provisions of Section Il of the
Guidelines and paragraph 5 of Appendix 1 thereto.
2. The provisions of paragraphs 2.54 and 2.55 of the Guidelines and Appendix 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: Other Procurement Procedures
1. National Competitive Bidding

Works estimated to cost more than $25,000 equivalent per contract, and drugs and
medical and non-medical equipment, furniture, goods and materials estimated to cost
$300,000 equivalent or less per contract, and books and printing services estimated to
cost $50,000 equivalent or more but less than $300,000 equivalent per contract, may be
procured under contracts awarded in accordance with the provisions of paragraphs 3.3
and 3.4 of the Guidelines.

2. National Shopping

Drugs and medical and non-medical equipment, furniture, goods and materials
estimated to cost $2550,000 equivalent or less per contract, books and printing
services estimated to cost less than $50,000 equivalent per contract and vehicles
estimated to cost $100,000 equivalent or less per contract, 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. Procurement of Small Works

Works estimated to cost $25,000 equivalent or less per contract, up to an
aggregate amount not to exceed $18,110,000 equivalent, may:



(a) be procured under |unp-sum fixed-price contracts awarded on the basis of
guot ati ons obtained fromthree (3) qualified domestic contractors in response to a
witten invitation. The invitation shall include a detailed description of the works,
i ncl udi ng basic specifications, the required conpletion date, a basic form of
agreenent acceptable to the Admi nistrator, and relevant draw ngs, where applicable.
The award shall be made to the contractor who offers the | owest price quotation for
the required work, and who has the experience and resources to conplete the contract
successful ly; or

(b) 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 $3,000,000 equivalent; or

(c) with the Administrator’s prior agreement and as a last resort, be carried
out by force account in a manner satisfactory to the Administrator, up to an aggregate
amount not to exceed $3,000,000 equivalent.

Part D: Review by the Administrator of Procurement Decisions
1. Procurement Planning

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
Administrator for its review and approval, in accordance with the provisions of
paragraph 1 of Appendix 1 to the Guidelines. Procurement of all goods and works shall
be undertaken in accordance with such procurement plan as shall have been approved by
the Administrator, and with the provisions of said paragraph 1.

2. Prior Review

With respect to (a) the first three contracts for works estimated to cost the
equivalent of $25,000 or more each to be entered into by each Project State, (b) the
first three contracts for goods estimated to cost more than $50,000 equivalent each to
be entered into by each Project State, (c) each contract for works estimated to cost
more than $300,000 equivalent, (d) each contract for medical equipment, drugs and
goods estimated to cost more than $300,000 equivalent, and (e) each contract for
vehicles estimated to cost more than $100,000 equivalent, the procedures set forth in
paragraphs 2 and 3 of Appendix 1 to the Guidelines shall apply.

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 Guidelines shall apply.

Section Il.  Employment of Consultants
Part A: General

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 (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 2.13 through 2.18 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 NGOs and consultants for services for training, IEC and surveys and
studies, 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



t he Consul tant Gui deli nes.
Part C O her Procedures for the Selection of Consultants
3. Selection Based on Consultants’ Qualifications

Services for publicity, training and workshops may be procured under contracts
awarded in accordance with the provisions of paragraphs 3.1 and 3.7 of the Consultant
Guidelines.

4, Single Source Selection

Services for printing and publishing, surveys and research activitiestraining
and validation workshops which are estimated to cost $15,000 or less per contract, up
to an aggregate amount not to exceed $1,000,000 equivalent, professional services
contracts for services including training and IEC, and services for surveys and
research activities and NGO contracts in areas with a limited NGO presence which are
estimated to cost less than $50,000 equivalent per contract and NGO contracts in areas
with a limited NGO presence, may, with the Bank', may, with the Administrator’s prior
agreement, be procured in accordance with the provisions of paragraphs 3.8 through
3.11 of the Consultant Guidelines.

5. Service Delivery Contractors

Services for referral transport and services to be provided by health
specialists and medical personnel shall be procured in accordance with procedures
acceptable to the Administrator.

6. Individual Consultants

Services for project management and civil works supervision 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
BankAdministrator 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 estimated to cost the equivalent of
$200,000 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 estimated to cost the equivalent of $50,000
or more, but less than the equivalent of $200,000, the procedures set forth in
paragraphs 1, 2 (other than the second subparagraph of paragraph 2(a)) and 5 of
Appendix 1 to the Consultant Guidelines shall apply.

(c) 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 Associationdministrator for its prior review and approval. The
contract shall be awarded only after said approval shall have been given.

3. Post Review

With respect to each contract not governed by paragraph 12 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shall



apply.
Section Ill. Eligibility Restrictions

1. Not wi t hst andi ng the provisions of paragraph 1.6 of the Cuidelines, the proceeds
of the InterimFund Credit may only be w thdrawn on account of expenditures for goods
and wor ks provi ded by nationals of, and produced in or supplied from Participating
Countries; consequently, nationals of countries that are not Participating Countries
and bi dders offering goods and works from such countries shall be disqualified from
bi ddi ng for such contracts, and the biddi ng docunments shall so specify.

2. Not wi t hst andi ng the provisions of paragraph 1.10 of the Consul tant Guidelines,
only consultants from Participating Countries shall be eligible to provide services
financed out the proceeds of the InterimFund Credit.

SCHEDULE 4
I mpl enent ati on Program
Proj ect Managenent Structure

1. The Borrower shall nmaintain its existing Reproductive and Child Health
Inter-mnisterial Steering Cormittee, Reproductive and Child Health Task Force (with
nmenbershi p from external agencies participating in the reproductive and child health
progran), and Reproductive and Child Health Project Managenment Committee throughout
the period of Project inplementation, to coordinate and oversee the Project at the
national level. The nenbership and staffing of each committee shall be satisfactory
No substantial change in the conposition and stature of such Committees and Task Force
shal | be made without the prior approval of the Administrator. Participatory Planning
Manual and District Training Plan

2. The Borrower shall inplenent its famly welfare programin accordance with the
principles enunciated in the Participatory Planning Manual and the District Training
Plan (May 1996), as these may be revised fromtinme to tine with the agreenent of the
Adm ni strator.

Project Inplenentation Plans, Part A of the Project (Nationw de Conponent)

3. The Borrower shall inplenent its famly welfare programin accordance with its
Project Proposal and National Project Inplementation Plan dated April 1997, and shall
carry out Part A of the Project (Nationw de Conponent) in accordance with the Project
| npl enrent ation Plan, Nationw de Conponent (NPIP) agreed with the Adnministrator. The
Borrower shall ensure that each Project State carries out its activities under Part A
of the Project in accordance with its respective State Project |Inplenmentation Plan
(SPIP) agreed with the Borrower and the Admi nistrator and included in the NPIP.

Project Inplenentation Plans, Part B of the Project (Local Capacity Enhancenent)

4, The Borrower shall carry out Part B of the Project (Local Capacity Enhancenent)
in accordance with the Project Inplenentation Plan, Local Capacity Enhancenent
(LCE-PIP) agreed with the Administrator.” The Borrower shall ensure that each of the

Project States participating in Part B of the Project shall carry out its activities

under Part B of the Project in accordance with its respective Sub-Project -Project

Implementation Plan (SP-PIP) agreed with the Borrower and the Administrator and

included in the LCE-PIP. The Borrower shall further ensure that such SP-PIPs shall

include provisions obligating each such Project State to:

(@) ensure that at least 75% of sanctioned auxiliary nurse-midwives serving
sub-centers and primary health centers are in position prior to the start of the
relevant Sub-Project in such Project State, and that a further 10% of such posts will
be filled within two years; and

(b) maintain at a minimum its fiscal year 1994-95 level of budgetary
allocation for drugs and materials for primary health centers and District and
subdistrict hospitals through the duration of the Project; and

(c) stop the payment of motivator fees to non-health personnel. Letters of



Under t aki ng

5. Except as the Administrator shall otherw se agree, each Letter of Undertaking
shall include, inter alia, the follow ng provisions:
(a) Each Project State shall declare its conmtnment to the objectives of the

Project as set forth in Schedule 2 to this Agreement, and to that end, it shall agree
to undertake its portion of the Project with due diligence and efficiency and in
conformty with appropriate health and fanily wel fare practices, and to provide,
pronptly as needed, the funds, facilities, services and other resources required
therefor.

(b) Each Project State shall agree to assune all the obligations applicable
or relevant to the Project States under this Agreement and to take all actions
necessary to undertake its portion of the Project. Each Project State shall further
agree to carry out its portion of the Project as foll ows:

(1) Each Project State shall (i) carry out activities under the Project in
accordance with its SPIP agreed with the Borrower and fornming part of the NPIP, and
shall (ii) carry out civil works under the Project in accordance with the technical
manual (as applicable) devel oped by the Borrower, as such manual may be revised from
time to time in manual” developed by the Borrower during preparation of the
Projectagreement with the Administrator; and

(2 Each Project State shall appoint key additional staff according to a
schedule satisfactory to the Borrower and the Administrator.

(c) Each Project State shall undertake to procure the goods, works and
consultants’ services required for the Project and to be financed out of the proceeds
of the Interim Fund Credit under this Agreement in accordance with the provisions of
Schedule 3 to this Agreement.

(d) Each Project State shall agree that the Borrower or 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 Project State shall agree to assume and undertake the obligations
set forth in Sections 9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 (relating to insurance,
use of goods and services, plans and schedules, records and reports, maintenance and
land acquisition, respectively) of the General Conditions in respect of its Letter of
Undertaking and its portion of the Project.

) Each Project State shall agree to assume and undertake to comply or
assist the Borrower in complying with the financial covenants prescribed by Article IV
of this Agreement.

(9) Each Project State shall agree 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 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 Project State shall agree promptly to inform the Borrower and the
Administrator of any condition which interferes or threatens to interfere with the
progress of its portion of the Project, the accomplishment of the purposes of the
Interim Fund Credit under this Agreement, or the performance of its obligations under
its Letter of Undertaking.

(@) Each Project State shall agree that it shall, from time to time, at the
request of either the Borrower or the Administrator, (i) exchange views with the
Borrower and/or the Administrator (through the Borrower) with regard to the progress
of carrying out activities under its portion of the Project, its performance under its
Letter of Undertaking and other matters relating to the purposes of the Interim Fund
Credit under this Agreement, and (i) furnish all such information related thereto as
may reasonably be required by the Borrower to fulfill its supervision, monitoring and
reporting obligations to the Administrator. Each Project State shall also agree to
afford all reasonable opportunity for representatives of the Administrator to



Administrator. visit any part of its territory for purposes related to the Project.

(j) Each Project State shall agree to maintain its Project Managenent/
St eering/ Coordinating Committee to oversee Project activities within such Project
State and to coordinate Project activities with the Borrower’s Inter-ministerial
Steering Committee and Project Management Committee. The membership and staffing of
each such Project Coordinating Committee shall No substantial change shall be made in
the composition and be acceptable tostature of such Committees without prior agreement
of the Borrower and the Administrator.

(k) Except as the Borrower and the Administrator shall otherwise agree, each
Project State shall agree either to (i) utilize the services of the national-level
Procurement Support Agency (PSA) establishngaged under Part A1(b)(1) of the Project,
or to establish; (ii) engage a State-level Procurement Support Agency with terms of
reference, resources and staff satisfactory to the Borrower and the Administrator, for
procuring the goods, work; or (iii) in the case of those Project States with existing
procurement units acceptable to the Borrower and Administrator, utilize such existing
procurement units, for procuring the goods and consultants’ services required for the
Project.

)] Each Project State shall agree to establish a mechanism acceptable to the
Borrower and the Administrator for the transfer of funds from the State level to the
project implementing agencies at District or institutional levels. Without limitation
upon the provisions of Section 4.01 of this Agreement, each Project State shall agree
to openestablish and maintain a separate Project account in each District, Zilla
Parishad or institution receiving Interim Fund Credit proceeds, and each Project State
shall agree to prepare monthly consolidated state expenditure reports in respect of
all such Project accounts. Budgetary Allocations 6. [Except as the Administrator may
otherwise agree, the Borrower shall during each of fiscal years 1997-2001, without
utilizing for such purpose the proceeds of any credit extended to the Borrower by the
International Development Association or the Administrator, maintain in real terms the
fiscal year 1995-96 levels of expenditures for vaccines and drug kits previously
financed under the national Child Survival and Safe Motherhood Program as agreed to
with the International Development Association, and shall maintain at the fiscal year
1997 level the ratio of national family welfare programme expenditures to total
[central sector plan] expenditures, without utilizing for such purpose the proceeds of
any credit, grant or loan extended to the Borrower by any external source.

Resources

6. The Borrower shall allocate, and shall cause the Project States to allocate,
each year sufficient resources for the Borrower’s childhood immunization program.

Removal of Method-Specific Contraceptive Targets

7. Except as the Administrator may otherwise agree, the Borrower shall maintain its
policyapproach of removal of method-specific contraceptive targets for family welfare
workers and non-health personnel.

Use of Agreed Implementation Criteria

8. All Sub-Projects proposed for financing out of the proceeds of the Interim Fund
Credit shall be assessed and recommended for such financing on the basis of criteria
agreed with the Administrator, and the work programs and budgets for the SPIPs and for
all Sub-Projects shall be reviewed and approved by the Borrower in accordance with
criteria agreed with the Administrator

Drugs and Medical Equipment

9. The Borrower shall ensure that only the drugs and medical equipment appearing on
the lists agreed with the Administrator shall be financed out of the proceeds of the

Interim Fund Credit. The Borrower shall obtain the prior consent of the Administrator

to purchase out of the proceeds of the Interim Fund Credit any drugs and medical
equipment otherwise eligible for financing under the Interim Fund Credit but not

appearing on such lists.

Implementation of Technical Assessments



10. The Borrower shall ensure that the technical assessnents of service quality,
client polls, community surveys and studi es conducted annually under Part A(1)(a) of
the Project are inplemented to the satisfaction of the Administrator, and shall
provi de periodic reports on such inplenentation to the Adninistrator.

I ndependent Audit of Essential Qbstetric Drugsssessnent of Essential Obstetric Drugs
Utilization

11. The Borrower shall during the second and fourth years of Project inplenmentation]
cause to be carried out, by an independent auditing agency acceptable to the

Admini strator and engaged under terms of reference satisfactory to the Administrator,
in a sanpling of primary health centers and first referral units in the Project

States, an audi ssessnent of essential obstetric drug procurement, storage and
utilization. The Borrower shall pronptly provide the report of each such

audi ssessment to the Administrator.

Tri bal Peopl es

12. The Borrower shall, and shall cause each Project State to, inplenent the Project
in any tribal areas (as designated by such Project State in accordance with applicable
I aws) in accordance with procedures and delivery strategies acceptable to the
Administrator. To this end, each Project State shall ensure that all investnents
under the Project in tribal areas are appraised and i nplenented in accordance with a
pl an, satisfactory to the Adnministrator, for the delivery of Project benefits to
tribal peoples.

Coor di nation of Support for Reproductive and Child Heal th Program

13. The Borrower shall, in conjunction with each Project State, coordinate Project
activities with the activities provided with the support of other external aid
agencies in respect of the reproductive and child health programin each such Project
State, in order to ensure against duplication of efforts and resources in respect of
nmedi cal equi pnent, drugs, facilities upgrading and contractual staff.

Staffing of Famly Welfare Departnents

14. The Borrower shall appoint, and shall cause the Project States to appoint,
addi tional staff and consultants to the famly welfare departments at the national,
State and District |levels for program nmanagenent and technical support in accordance
with the schedule agreed with the Administrator.” The qualifications and experience of

such additional staff and consultants shall be satisfactory to the Administrator, and

tAdministrator. The staffing levels agreed with the Administrator shall be maintained

throughout the period of Project implementation.

Monitoring and Evaluation
15. The Borrower shall:

@) maintain policies and procedures adequate to enable it to monitor and
evaluate on an ongoing basis, in accordance with indicators™ satisfactory to the
Administrator, the carrying out of the Project and the achievement of the objectives
thereof;

(b) prepare, under terms of reference satisfactory to the Administrator, and
furnish to the Administrator, on or about December 31, 1999, a report integrating the
results of the monitoring and evaluation activities performed pursuant to paragraph
(a) of this Section, 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
recommended to ensure the efficient carrying out of the Project and the achievement of
the objectives thereof during the period following such date; and

SCHEDULE 5
Special Account

1. For the purposes of this Schedule:



(a) the term “eligible Categories” means Categories (1) through (8) 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
[$10,000,000]$12,000,000 in respect of the Special Account for the Project 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 $7,000,000 until the aggregate amount of withdrawals from the
Interim Fund Credit Account plus the total amount of all outstanding special
commitments entered into by the Administrator pursuant to Section 5.02 of the General
Conditions shall be equal to or exceed the equivalent of SDR 46,000,000.

2. @) Payments out of the Special Account shall be made exclusively for
eligible expenditures in accordance with the provisions of this Schedule.

(b) Each payment (including a payment under a letter of credit) for an
eligible expenditure in an amount to or less than the equivalent of $2,000,000 shall
be made exclusively out of the Special Account. The Association may from time to
time, by notice to the Borrower, revise the threshold amount specified in the
preceding sentence.

3. After the Administrator has received evidence satisfactory to it that the
Special Account has been duly opened, withdrawals of the Authorized Allocation and
subsequent withdrawals to replenish the Special Account shall be made as follows:

@) For withdrawals of the Authorized Allocation, the Borrower shall furnish
to the Administrator a request or requests for deposit into the Special Account of an
amount or amounts which do not exceed the aggregate amount of the Authorized
Allocation. On the basis of such request or requests, the Administrator shall, on
behalf of the Borrower, withdraw from the Interim Fund Credit Account and deposit into
the Special Account such amount or amounts as the Borrower shall have requested.

(b) 0] For replenishment of the Special Account, the Borrower shall

furnish to the Administrator requests for deposits into the Special
Account at such intervals as the Administrator shall specify.

(i)  Prior to or at the time of each such request, the Borrower shall
furnish to the Administrator the documents and other evidence required
pursuant to paragraph 4 of this Schedule for the payment or
payments in respect of which replenishment is requested. On the basis
of each such request, the Administrator shall, on behalf of
the Borrower, withdraw from the Interim 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 documents and other

evidence to have been paid out of the Special Account for eligible
expenditures. All such deposits shall be withdrawn by the Administrator from
the Interim Fund Credit Account under the respective eligible Categories, and
in the respective equivalent amounts, as shall have been justified by
said documents and other evidence.

4, For each payment made by the Borrower out of the Special Account, the Borrower
shall, at such time as the Administrator shall reasonably request, furnish to the
Administrator such documents and other evidence showing that such payment was made
exclusively for eligible expenditures.

5. Notwithstanding the provisions of paragraph 3 of this Schedule, the
Administrator shall not be required to make further deposits into the Special Account:

€) if, at any time, the Administrator shall have determined that all further
withdrawals should be made by the Borrower directly from the Interim Fund Credit



Account in accordance with the provisions of Article V of the General Conditions and
par agraph (a) of Section 2.02 of this Agreenent;

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

(c) if, at any tine, the Admnistrator shall have notified the Borrower of
its intention to suspend in whole or in part the right of the Borrower to make
withdrawal s fromthe Interim Fund Credit Account pursuant to the provisions of Section
6.02 of the CGeneral Conditions; or

(d) once the total unw thdrawn amount of the InterimFund Credit allocated to
the eligible Categories, mnus the total amount of all outstanding special conmtnents
entered into by the Admi nistrator pursuant to Section 5.02 of the General Conditions
with respect to the Project, shall equal the equivalent of twi ce the amunt of the
Aut horized Allocation. Thereafter, wi thdrawal fromthe InterimFund Credit Account of
the remai ni ng unwi t hdrawn amount of the InterimFund Credit allocated to the eligible
Cat egories shall follow such procedures as the Administrator shall specify by notice
to the Borrower. Such further w thdrawals shall be nmade only after and to the extent
that the Administrator shall have been satisfied that all such anmounts renaining on
deposit in the Special Account as of the date of such notice will be utilized in
maki ng paynments for eligible expenditures.

6. (a) If the Admi nistrator shall have deternmined at any tinme that any paynent
out of the Special Account: (i) was rmade for an expenditure or in an anpbunt not

el igible pursuant to paragraph 2 of this Schedule; or (ii) was not justified by the
evi dence furnished to the Adnministrator, the Borrower shall, pronptly upon notice from
the Admi nistrator: (A) provide such additional evidence as the Adm nistrator nmay
request; or (B) deposit into the Special Account (or, if the Admi nistrator shall so
request, refund to the Administrator) an anount equal to the amount of such paynent or
the portion thereof not so eligible or justified. Unless the Administrator shall

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

(b) If the Admi nistrator shall have determ ned at any tine that any anobunt
outstanding in the Special Account will not be required to cover further paynents for
el i gi bl e expenditures, the Borrower shall, pronptly upon notice fromthe

Administrator, refund to the Administrator such outstandi ng anount.

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

(d) Refunds to the Adm nistrator nmade 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 Agreenent, including the General Conditions.



