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CREDIT NUMBER 3340 IN
DEVELOPMENT CREDIT AGREEMENT

AGREEMENT, dated May 19, 2000, between INDIA,
acting by its President (the Borrower) and
INTERNATIONAL DEVELOPMENT ASSOCIATION (the
Association).

WHEREAS (A) the Borrower, having satisfied
itself as to the feasibility and priority of the
Project described in Schedule 2 to this Agreement, has
requested the Association to assist in the financing
of the Project;

(B) 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 avail abl e
to the Project States a part of the proceeds of the
Credit as provided in this Agreenent; and

(O the Borrower intends to obtain from each
of the Project States certain undertakings in respect
of the carrying out of their respective portions of
the Project.



WHEREAS the Association has agreed, on the
basis, inter alia, of the foregoing, to extend the
Credit to the Borrower upon the terms and conditions
set forth in this Agreement.

NOW THEREFORE the parties hereto hereby agree as
follows:

ARTICLE |
General Conditions: Definitions

Section 1.01. The “General Conditions
Applicable to Devel opment Credit Agreenments” of the
Associ ation, dated January 1, 1985 (as anended through
Decenmber 2, 1997), with the nodifications set forth
bel ow (the CGeneral Conditions), constitute an integral
part of this Agreenent:

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

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

(b) Section 11.01 is nodified by replacing,
in the second sentence, the word “radi ogranf with the
word “facsimle” and adding a new sentence at the end
of the said Section to read:

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

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

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

(b) “Eligible Categories” neans categories 1
through 4 and set forth in the table in Part A 1 of
Schedule 1 to this Agreement, in respect of the
Speci al Account;

(c) “Eli gi bl e Expenditures” neans the
expendi tures for goods and services referred to in
Section 2.02;

(d) “I EC’ neans I nformation, Education and
Commruni cat i on;

(e) “Letter of Undertaking” neans the Letter
of Undertaking to be executed and furnished to the
Borrower by each of the Project States (as hereafter
defined) pursuant to Section 3.01 (b) of this
Agr eenent ;



) “MS" neans the Project’s Managenent
I nformation System

(9) “MOHFW nmeans the Borrower’s Mnistry of
Health and Family Wl fare;

(h) “NID" or “National |nmunization Day”
means a day or days declared to be a day of national
i mruni zation by the Borrower for polio inmunization of
all children under five;

(i) “PI P’ neans the Project |nplenentation
Plan for the carrying out of the Project, dated March
15, 2000 and approved by the Associ ation;

(i) “Proj ect Managenment Report” neans each
report prepared in accordance with Section 4.02 of
this Agreenent;

(k) “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
Under t aki ng;

(1) “Project Focus States” nmeans the states
of Assam Bihar, Cujarat, Madhya Pradesh, Orisa,
Raj ast han, West Bengal and Uttar Pradesh which have
| ow i muni zati on cover age;

(m “Reproductive and Child Health Project”
means the Project financed under I|nterimFund
Devel opnent Credit Agreement NO18-IN dated July 30,
1997 between India and the Association acting as
Adm ni strator of the Interim Trust Fund;

(n) “Schedul ed Tri bes” neans the popul ation
groups specified as “Schedul ed Tribes” pursuant to
Article 342 of the Constitution of India;

(o) “Speci al Account” neans the account
referred to in Section 2.02(b) of this Agreenent;

(p) “Sub- NI D' or Sub-National |nmunization
Day” means a day or days declared to be a day of
nati onal inmunization by the Borrower for polio
i mmuni zation of all children under 5 in selected
States; and

(q) “UNI CEF” neans the United Nations
Children’s Fund.
ARTI CLE 11
The Credit

Section 2.01. The Association agrees to lend to
the Borrower, on the terns and conditions set forth or
referred to in the Devel opment Credit Agreenent, an
anmount in various currencies equivalent to one hundred
and six mllion five hundred thousand Special Draw ng
Ri ght s ( SDR106, 500, 000) .

Section 2.02. (a) The anpunt of the Credit may
be withdrawn fromthe Credit Account in accordance
with the provisions of Schedule 1 to this Agreenent



for expenditures made (or, if the Association shall so
agree, to be made) in respect of the reasonable cost
of goods and services required for the Project and to
be financed out of the proceeds of the Credit.

(b) The Borrower may, for the purposes of the
Project, open and maintain in dollars a separate
special deposit account in the Reserve Bank of India
on terms and conditions satisfactory to the
Association. Deposits into, and payments out of, the
Special Account shall be made in accordance with the
provisions of Part B of Schedule 1 to this Agreement.

Section 2.03. The Closing Date shall be June 30,
2004 or such later date as the Association shall
establish. The Association 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 Credit not withdrawn from time to time
at a rate to be set by the Association as of June 30
of each year, but not to exceed the rate of one-half
of one percent (1/2 of 1%) per annum.

(b) The commitment charge shall accrue:

(@) from the date sixty days after the
date of this Agreement (the accrual date)
to the respective dates on which amounts shall
be withdrawn by the Borrower from the
Credit Account or canceled; and

(i)  atthe rate set as of the June 30

immediately preceding the accrual date and

at such other rates as may be set from time to
time thereafter pursuant to
paragraph (a) above. The rate set as of June 30 in
each year shall be applied from the
next date in that year specified in Section 2.06 of
this Agreement.

(c) The commitment charge shall be paid:

(@) at such places as the Association
shall reasonably request;

(i)  without restrictions of any kind
imposed 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 from time 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 annum on
the principal amount of the Credit withdrawn and
outstanding from time to time.

Section 2.06. Commitment charges and service
charges shall be payable semiannually on April 15 and



October 15 in each year.

Section 2.07. (a) Subject to paragraphs (b), (c)
and (d) below, the Borrower shall repay the principal
amount of the Credit in semiannual installments
payable on each April 15 and October 15 commencing
October 15, 2010 and ending April 15, 2035. Each
installment to and including the installment payable
on April 15, 2020 shall be one and one-fourth percent
(1-1/4%) of such principal amount, and each
installment thereafter shall be two and one-half
percent (2-1/2%) of such principal amount.

(b) Whenever:

(@) the Borrower’s per capita gross
nati onal product (GNP), as determnined by the
Associ ation, shall have exceeded for three
consecutive years the |evel
establ i shed annually by the Association for
determining eligibility to access
the Association's resources; and

(ii) the Bank shall consider the
Borrower creditworthy for Bank |ending, the

Associ ati on may, subsequent to the review
and approval thereof by the
Executive Directors of the Association and after due
consi deration by them of t he
devel oprment of the Borrower's econony, nodify the
repaynment of i nstal | ments under
par agraph (a) above by: (A) requiring the Borrower to
r epay twi ce the anpbunt of each such
instal | nent not yet due until the principal

amount of the Credit shall have been
repai d; and (B) requiring the Borrower to

comence repayment of the principal anmount of

the Credit as of the first
sem annual paynment date referred to in paragraph (a)

above falling six nonths or nore after
the date on which the Association notifies the
Borrower that the events set out in
this paragraph (b) have occurred, provided, however,
t hat there shall be a grace period of a
m ni mum of five years on such repaynent of

princi pal .

(c) If so requested by the Borrower, the

Association may revise the nodification referred to in
par agraph (b) above to include, in lieu of sonme or all
of the increase in the amounts of such install nents,
the payment of interest at an annual rate agreed with
the Association on the principal amunt of the Credit
wi t hdrawn and outstanding fromtime to time, provided
that, in the judgnent of the Association, such
revision shall not change the grant el ement obtained
under the above-nentioned repayment nodification.

(d) If, at any tine after a nodification of
terms pursuant to paragraph (b) above, the Association
determ nes that the Borrower's economic condition has
deteriorated significantly, the Association may, if so
requested by the Borrower, further nodify the terns of
repayment to conformto the schedule of installnments
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
commitment to the objectives of the Project as set
forth in Schedule 2 to this Agreement, 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 administrative, financial,
family welfare and public health practices, and shall
provide, promptly as needed, the funds, facilities,
services and other resources required for the Project.

(b) Without limitation upon any provisions of
this Agreement, the Borrower shall cause each Project
State to carry out its respective portion of the
project in accordance with a Letter of Undertaking
satisfactory to the Association to be executed and
furnished to the Borrower by each Project State, and
also in accordance with the provisions set forth in
Schedule 4 to this Agreement.

(c) Without limitation upon any of its
obligations under this Agreement, the Borrower:

(@) shall take or 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 perform the obligations of such
Project State set forth in the
Agreement and in its Letter of Undertaking; and

(i)  shall not take or permit to be
taken any action which would prevent or
interfere with such performance.

(d) Without limitation upon the provisions of
paragraphs (a) and (c) of this Section and except as
the Borrower and the Association shall otherwise
agree, the Borrower shall carry out, and shall cause
each Project State to carry out, the Project in
accordance with the Implementation Program set forth
in Schedule 4 to this Agreement.

(e) The Borrower shall make part of the
proceeds of the Credit available 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 arrangenents for devel opnent
assistance to the States or Union Territories, as the
case nay be.

Section 3.02. Except as the Association shall
ot herwi se agree, procurenment 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 3 to this
Agr eenent .

Section 3.03. For the purposes of Section 9.07
of the General Conditions and without linmtation
thereto, the Borrower shall:



@) prepare, on the basis of guidelines
acceptable to the Association, and furnish to the
Association 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 Association,
a plan for the future operation of the Borrower’s
nati onal inmunization program and

(b) afford the Association a reasonable
opportunity to exchange views with the Borrower on
sai d plan.

ARTI CLE |V
Fi nanci al Covenants

Section 4.01. (a) The Borrower shall maintain a
financi al managenent system including records and
accounts, and prepare financial statenents in a format
acceptable to the Association, adequate to reflect the
operations, resources and expenditures related to the
Proj ect .

(b) The Borrower shall:
(i) have the records, accounts and

financial statenents referred to in paragraph
(a) of this Section and the records and accounts

for the Special Account for each
fiscal year audited, in accordance with auditing
standards acceptable to t he

Associ ation, consistently applied, by independent
audi tors acceptable to t he

Associ ati on;

(ii) furnish to the Association as soon
as available, 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 year as so
audi ted; and

(B) an opi ni on on such
statenents, records and accounts and report of such
audit, by said auditors, of such
scope and in such detail as the
Associ ation shall have reasonably requested; and

(iii) furnish to the Association such
ot her information concerning such records and
accounts, and the audit thereof, and concerning
said auditors, as the
Association may fromtine to tine reasonably request.

(c) For all expenditures with respect to
whi ch withdrawal s fromthe Credit Account were nade on
the basis of Project Managenent Reports or statenents
of expenditure, the Borrower shall

(i) mai ntain or cause to be
mai nt ai ned, in accordance w th paragraph (a) of this
Section, records and separate accounts
reflecting such expenditures;



(i)  retain, until at least one year
after the Association has received the audit
report for the fiscal year in which the last
withdrawal from the Credit
Account was made, all records (contracts, orders,
invoices, bills, receipts and other
documents) evidencing such expenditures;

(iii) enabl e the Association's
representati ves to exam ne 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 Project
Managenent Reports or statements of expenditure

subm tted during such fiscal year,
together with the procedures and internal controls
involved in their preparation,

can be relied upon to support the related w thdrawal s.

Section 4.02. (a) Wthout limtation upon the
provi sions of Section 4.01 of this Agreement, the
Borrower shall carry out a tine-bound action plan
acceptable to the Association for the strengthening of
the financial management systemreferred to in
paragraph (a) of said Section 4.01 in order to enable
the Borrower, not later than April 1, 2001, or such
| ater date as the Association shall agree, to prepare
quarterly Project managenent reports, acceptable to
the Association, each of which:

(i) (A sets forth actual sources
and applications of funds for the Project,

both cunul atively and for the period
covered by said report, and

proj ected sources and applications of funds for

the Project for the
six-nonth period follow ng the period covered by said
report; and

(B) shows separately

expendi tures 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 Project inplementation, both
curmul atively and for the period covered by said
report; and

(B) expl ai ns vari ances between
the actual and previously forecast
i mpl ementation targets; and

(iii) sets forth the status of
procurenent under 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 completion of the action plan
referred to in paragraph (a) of this Section, the
Borrower shall prepare, in accordance with guidelines
acceptable to the Association, and furnish to the
Association not later than 45 days after the end of
each calendar quarter a Project Management Report for
such period.

ARTICLE V
Remedies of the Association

Section 5.01. Pursuant to Section 6.02 (l) 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 so as to
adversely affect the Project.

Section 5.02. Pursuant to Section 7.01(h) of the
General Conditions, the following additional events
are specified, any of the events specified in
paragraphs (a) (c) and (d) of Section 5.01 of this
Agreement shall occur and shall continue for a period
of sixty (60) days after notice thereof shall have
been given by the Association to the Borrower.

ARTICLE VI
Termination

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

Section 6.02. The obligations of the Borrower
under Schedule 4 of this Agreement shall cease and
determine on the date on which this Agreement shall
terminate or on the date twenty (20) years after the
date of this Agreement, whichever shall be the
earlier.

ARTICLE VII
Representative of the Borrower; Addresses
Section 7.01. Any Secretary, Additional
Secretary, Joint Secretary, Director Deputy Secretary

or Under Secretary of the Department of Economic
Affairs in the Ministry 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 following addresses are
specified for the purposes of Section 11.01 of the
General Conditions:

For the Borrower:

Secretary to the Government of India
Department of Economic Affairs
Ministry of Finance

New Delhi, India

Cable address: Telex:
Facsimile:
ECOFAIRS 953-3166175
91113013404
New Delhi

For the Association:

International Development Association
1818 H Street, N.W.

Washington, D.C. 20433

United States of America

Cable address: Telex:
Facsimile:

INDEVAS 248423 (MCI)
or (202) 477-6391
Washington, D.C. 64145 (MCI)
IN WITNESS WHEREOF, the parties hereto, acting
through their duly authorized representatives, have
caused this Agreement to be signed in their respective

names in New Delhi, India, as of the day and year
first above written.

INDIA

By /s/ R. S. Sharma
Authorized Representative

INTERNATIONAL DEVELOPMENT
ASSOCIATION

By /s/ Edwin R. Lim
Country Director, India
SCHEDULE 1
Withdrawal of the Proceeds of the Credit

A. General



1. The table below sets forth the Categories of
items to be financed out of the proceeds of the

Credit, the allocation of the amounts of the Credit to
each Category and the percentage of expenditures for
items so to be financed in each Category:

Amount of the
Credit Allocated
% of
(Expressed in
Expenditures
Category SDR Equivalent)
to be Financed

Q) Polio Eradication 70,800,000
90%

Activities under Part A

of the Project

(2 Goods under Parts B 22,800,000
90%

and C of the Project

(including pharmaceu-

ticals, vehicles,

equipment, MIS/IEC

materials and supplies)

) Training and Consultants 5,100,000

100%

and NGO Services

(including studies)
(4) Incremental Operating 1,200,000
80% of expenditures

Costs
through August 31, 2001;
70% of expenditures
from
September 1, 2001 to
August 31, 2002; and 50%

of expenditures thereafter

(5) Unallocated 6,600,000
TOTAL 106,500,000
2. For the purposes of this Schedule:
(@) the term“forei gn expendi tures” neans

expenditures in the currency of any country other than
that of the Borrower for goods or services supplied
fromthe territory of any country other than that of

t he Borrower;

(b) the term“local expenditures” neans
expenditures in the currency of the Borrower or for
goods or services supplied fromthe territory of the
Bor r ower ;

(c) the term“polio eradication activities”
nmeans expendi tures under Part A of the Project



incurred for polio vaccine, training, orientation,
honorarium, consultant services, IEC material and
services and mobility support; and

(d) the term“increnental operating costs”
nmeans expendi tures under Parts B and C of the Project
incurred in respect of hiring, maintenance and
operation of vehicles, consumabl es, fuel and handling
charges to States and Medical Stores Depots, trave
and nobility support and equi prent operations and
mai nt enance, as well as cost of salaries and
al  omances of additional staff enployed by agencies
approved by the Association to serve as procurenent
agents for purposes of the Project who are engaged on
a full time basis in the inplenmentation of the
Project, and cost of the operation and nai ntenance of
addi tional equi pnent, vehicles and offices incurred by
such agenci es for purposes of inplenmenting the
Proj ect .

3. Not wi t hst andi ng the provisions of paragraph 1
above, no withdrawals shall be made in respect of:

(a) paynents made for expenditures prior to
the date of this Agreement, except that w thdrawals,
in an aggregate anmount not exceeding the equival ent of
SDR10, 500, 000, may be made on account of paynents made
for expenditures before that date but after March 15
2000

(b) expenditures incurred in, or by, any
Project State (i) unless that Project State has
executed a Letter of Undertaking satisfactory to the
Association; and (ii) unless the Association has
notified the Borrower that such Project State is in
full compliance with the audit covenants under the
Reproductive and Child Health Project.

4, The Association may require withdrawals fromthe
Credit Account to be made on the basis of statenents
of expenditure for expenditures for goods (except
vehi cl es) under contracts costing | ess than $300, 000
equi val ent each, vehicles under contracts costing |ess
than $100, 000 equi val ent each, and services under
contracts not exceedi ng $100, 000 equi val ent for

enpl oynent of consulting firnms and $50, 000 equi val ent
for enpl oyment of individual consultants, and for
training and increnental operating costs and polio
eradi cation activities, all under such ternms and

condi tions as the Association shall specify by notice
to the Borrower.

B. Speci al Account

1. The Borrower shall open and maintain in the
Reserve Bank of India a special deposit account on
terns and conditions satisfactory to the Association

2. After the Association has received evi dence
satisfactory to it that the Special Account has been
opened, withdrawals fromthe Credit Account of anounts
to be deposited into the Special Account shall be made
as fol |l ows:

(a) until the Association shall have
recei ved



() the first Project Management
Report referred to in Section 4.02(b) of this
Agreement; and

(i)  arequest from the Borrower for
withdrawal on the basis of Project Management
Reports, withdrawals shall be made in accordance
with the provisions of Annex Ato
this Schedule 1; and

(b) upon receipt by the Association of a
Project Management Report pursuant to Section 4.02(b)
of this Agreement, accompanied by a request from the
Borrower for withdrawal on the basis of Project
Management Reports, all further withdrawals shall be
made in accordance with the provisions of Annex B to
this Schedule 1.

3. Payments out of the Special Account shall be
made exclusively for Eligible Expenditures. For each
payment made by the Borrower out of the Special
Account, the Borrower shall, at such time as the
Association shall reasonably request, furnish to the
Association such documents and other evidence showing
that such payment was made exclusively for Eligible
Expenditures.

4, Notwithstanding the provisions of Part B.2 of
this Schedule, the Association shall not be required
to make further deposits into the Special Account:

@) if the Association determines at any time
that any Project Management Report does not adequately
provide the information required pursuant to Section
4.02 of this Agreement;

(b) if the Association determines at any time
that all further withdrawals should be made by the
Borrower directly from the Credit Account; or

(c) if the Borrower shall have failed to
furnish to the Association within the period of time
specified in Section 4.01(b)(ii) of this Agreement,
any of the audit reports required to be furnished to
the Association pursuant to said Section in respect of
the audit of (A) the records and accounts for the
Special Account or (B) the records and accounts
reflecting expenditures with respect to which
withdrawals were made on the basis of Project
Management Reports.

5. The Association shall not be required to make
further deposits into the Special Account in
accordance with the provisions of Part B.2 of this
Schedule if, at any time, the Association shall have
notified the Borrower of its intention to suspend in
whole or in part the right of the Borrower to make
withdrawals from the Credit Account pursuant to
Section 6.02 of the General Conditions. Upon such
notification, the Association shall determine, in its
sole discretion, whether further deposits into the
Special Account may be made and what procedures should
be followed for making such deposits, and shall notify
the Borrower of its determination.

6. @) If the Association determines at any time
that any payment out of the Special Account was made



for an expenditure which is not an Eligible
Expenditure, or was not justified by the evidence
furnished to the Association, the Borrower shall,
promptly upon notice from the Association, provide
such additional evidence as the Association may
request, or deposit into the Special Account (or, if

the Association shall so request, refund to the
Association) an amount equal to the amount of such
payment. Unless the Association shall otherwise agree,
no further deposit by the Association into the Special
Account shall be made until the Borrower has provided
such evidence or made such deposit or refund, as the
case may be.

(b) If the Association determines at any time
that any amount outstanding in the Special Account
will not be required to cover payments for Eligible
Expenditures during the six-month period following
such determination, the Borrower shall, promptly upon
notice from the Association, refund to the Association
such outstanding amount.

(c) The Borrower may, upon naotice to the
Association, refund to the Association all or any
portion of the funds on deposit in the Special
Account.

(d) Refunds to the Association made pursuant
to sub-paragraph (a), (b) or (c) of this paragraph 6
shall be credited to the Credit Account for subsequent
withdrawal or for cancellation in accordance with the
provisions of the Development Credit Agreement.

Annex A to SCHEDULE 1

Operation of Special Account when Withdrawals are not
made on the Basis of Project Management Reports

1. For the purposes of this Annex:

@) the term “Authorized Allocation” neans an
anount equi val ent to $4, 000,000 to be withdrawn from
the Credit Account and deposited into the Special
Account pursuant to paragraph 2 of this Annex.

2. Wt hdrawal s of the Authorized Allocation and
subsequent withdrawal s to replenish the Speci al
Account shall be nade as foll ows:

(a) For withdrawal s of the Special Account’s
Aut hori zed Al l ocation, the Borrower shall furnish to
the Association a request or requests for deposit into
the Special Account of an ampunt or anounts which in
the aggregate do not exceed the Authorized Al location.
On the basis of each such request, the Association
shall, on behalf of the Borrower, w thdraw fromthe
Credit Account and deposit into the Special Account
such amount as the Borrower shall have requested.

(b) For repl eni shnent of the Special Account,
the Borrower shall furnish to the Association requests
for deposit into the Special Account at such intervals
as the Association shall specify. Prior to or at the
time of each such request, the Borrower shall furnish
to the Association the docunents and ot her evidence
requi red pursuant to Part B.3 of Schedule 1 to this
Agreement for the paynment or paynents in respect of



which replenishment is requested. On the basis of each
such request, the Association shall, on behalf of the
Borrower, withdraw from the 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.
Each such deposit into the Special Account shall be
withdrawn by the Association from the Credit Account
under one or more of the Eligible Categories.

3. The Association shall not be required to make
further deposits into the Special Account, once the
total unwithdrawn amount of the Credit minus the total
amount of all outstanding special commitments entered
into by the Association pursuant to Section 5.02 of
the General Conditions shall equal the equivalent of
twice the amount of the Authorized Allocation.
Thereafter, withdrawal from the Credit Account of the
remaining unwithdrawn amount of the Credit shall
follow such procedures as the Association shall
specify by notice to the Borrower. Such further
withdrawals shall be made only after and to the extent
that the Association shall have been satisfied that

all such amounts remaining on deposit in the Special
Account as of the date of such notice will be utilized

in making payments for Eligible Expenditures.

Annex B to SCHEDULE 1

Operation of Special Account when Withdrawals are
made on the Basis of Project Management Reports

1. Except as the Association may otherwise specify
by notice to the Borrower, all withdrawals from the

Credit Account shall be deposited by the Association

into the Special Account in accordance with the
provisions of Schedule 1 to this Agreement. Each such
deposit into the Special Account shall be withdrawn by
the Association from the Credit Account under one or
more of the Eligible Categories.

2. Each application for withdrawal from the Credit
Account for deposit into the Special Account shall be
supported by a Project Management Report.

3. Upon receipt of each application for withdrawal
of an amount of the Credit, the Association shall, on
behalf of the Borrower, withdraw from the Credit
Account and deposit into the Special Account an amount
equal to the lesser of:

@ the amount so requested; and

(b) the amount which the Association has
determined, based on the Project Management Report
accompanying said application, is required to be
deposited in order to finance Eligible Expenditures
during the six-month period following the date of such
report; provided, however, that the amount so
deposited, when added to the amount indicated by said
Project Management Report to be remaining in the
Special Account, shall not exceed the equivalent of
$8,000,000.

SCHEDULE 2



Description of the Project

The objective of the Project is to: (a)
eradicate poliomyelitis; and (b) reduce
vaccine-preventable diseases by strengthening the
Borrower’s imuni zati on program The Project consists
of the following parts, subject to such nodifications
thereof as the Borrower and the Association nay agree
upon fromtime to tinme to achieve such objectives:

Part A Pol i o Eradication
Provi sion of polio vaccines and support for

social nobilization for NI Ds, Sub-N Ds and rel ated
“mop-up” activities.

Part B: Strengt heni ng Routine | muni zation

1. Strengt heni ng by MOHFW and Proj ect States of:
(a) program nanagenent capacity and

pr ocesses;
(b) human resource devel opment through

training and technical support;

(c) program noni toring through
conmput eri zation and regul ar revi ews; and

(d) cold chain and injection safety equi pnent
and its maintenance.

2. Strengt hening the service delivery capacity of
the Project Focus States.

Part C Strategi ¢ Franewor k Devel opnent

Provi sion of support for the devel opnent of a
strategic framework to deal with Vaccine Preventable
Di seases through research studi es and eval uati ons,
preparation of reports, workshops, sem nars and
consensus-bui Il ding neetings and for activities related
to di sease surveillance.

* * * * *

The Project is expected to be conpleted by
Decenber 31, 2003.

SCHEDULE 3
Procurenent and Consultants’ Services
Section I. Procurenent of Goods
Part A Gener al
Goods shall be procured in accordance with the
provi sions of Section | of the “CGuidelines for
Procurenent under |1BRD Loans and | DA Credits”
publ i shed by the Bank in January 1995 and revised in
January and August 1996, Septenber 1997 and January
1999 (the Guidelines) and the followi ng provisions of
this Section I.

Part B: I nternational Conpetitive 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 following provisions shall apply to goods to
be procured under contracts awarded in accordance with
the provisions of paragraph 1 of this Part B.

@) Grouping of contracts

To the extent practicable, contracts for goods
shall be grouped in bid packages estimated to cost
$200,000 equivalent or more each.

(b) Preference for domestically manufactured
goods

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.

Part C: Other Procurement Procedures
1. National Competitive Bidding

Goods estimated to cost less than $300,000
equivalent per contract, up to an aggregate amount not
to exceed $4,450,000 equivalent, may be procured under
contracts awarded in accordance with procedures
satisfactory to the Association.

2. National Shopping

Goods or groups of goods estimated to cost less
than $30,000 equivalent per contract, up to an
aggregate amount not to exceed $1,250,000 equivalent,
may be procured under contracts awarded on the basis
of national shopping procedures in accordance with the
provisions of paragraphs 3.5 and 3.6 of the
Guidelines.

3. Direct Contracting

@ Oral polio vaccines, estimated to cost up
to an aggregate amount not to exceed the equivalent of
$101,400,000, may be procured through UNICEF in
accordance with the provisions of paragraph 3.7 of the
Guidelines.

(b) Contracts for: (i) small group of items
such as furniture, equipment, MIS/IEC materials and
supplies costing $10,000 equivalent or less per
contract, up to an aggregate amount not to exceed
$150,000 equivalent; and (ii) polio eradication
activities costing $30,000 equivalent or less per
contract, up to an aggregate amount not to exceed
$6,100,000 equivalent, may be procured in accordance
with the provisions of paragraph 3.7 of the
Guidelines.

Part D: Review by the Association of Procurement
Decisions

1. Procurement Planning



Prior to the issuance of any invitations to bid
for contracts, the proposed procurement plan for the
Project shall be furnished to the Association for its
review and approval, in accordance with the provisions
of paragraph 1 of Appendix 1 to the Guidelines.
Procurement of all goods shall be undertaken in
accordance with such procurement plan as shall have
been approved by the Association, and with the
provisions of said paragraph 1.

2. Prior Review

@) With respect to each contract for goods
awarded under international competitive bidding
procedures, the provisions set forth in paragraphs 2
and 3 of Appendix 1 to the Guidelines shall apply.

(b) With respect to the first contract for
goods/pharmaceuticals awarded under national
competitive bidding procedures, the provisions 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

Consul tants’ services shall be procured in
accordance with the provisions of the Introduction and
Section |V of the “Cuidelines: Selection and
Enmpl oynent of Consultants by Werld Bank Borrowers”
publ i shed by the Association in January 1997 and
revised in Septenber 1997 and January 1999, (the
Consul tant Cuidelines), and the foll ow ng provisions
of this Section I1I.

Part B: Quality- and Cost-based Sel ection

1. Except as otherw 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
provi sions of paragraphs 3.13 through 3.18 thereof
applicable to quality- and cost-based sel ection of
consul tants.

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 estimated to cost |ess than $200, 000

equi val ent per contract, may conprise entirely

nati onal consultants in accordance with the provisions
of paragraph 2.7 of the Consultant Guidelines.

Part C O her Procedures for the Sel ection of
Consul t ant s



1. Single Source Selection

@) Services which meet the requirement of
paragraph 3.9 of the Consultants Guidelines and which
are estimated to cost less than $100,000 equivalent
per contract, may, with the Association’s prior
agreement, be procured in accordance with the
provisions of paragraphs 3.8 through 3.11 of the
Consultant Guidelines.

(b) NGO contracts for service delivery
including the transportation of vaccine and social
mobilization estimated to cost less than $100,000
equivalent per contract may be procured in accordance
with the provisions of paragraph 3.14 of the
Consultants Guidelines.

2. Individual Consultants

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

3. Service Delivery Contractors

Services for strengthening routine immunization
and development of strategic framework estimated to
cost less than $100,000 equivalent per contract may be
procured in accordance with the provisions of
paragraph 3.19 of the Consultants Guidelines.

Part D: Review by the Association 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 Association for its review and
approval, in accordance with the provisions of
paragraph 1 of Appendix 1 to the Consultant
Cuidelines. Selection of all consultants’ services
shal | be undertaken in accordance with such sel ection
pl an as shall have been approved by the Associ ati on,
and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the
enpl oynent of consulting firms estimated to cost the
equi val ent of $200, 000 or nore, the procedures set
forth in paragraphs 1, 2 (other than the third
subpar agraph of paragraph 2(a)) and 5 of Appendix 1 to
the Consul tant Cuidelines shall apply.

(b) Wth respect to each contract for the
enpl oynent of consulting firms estimated to cost the
equi val ent of $100,000 or nore, but |ess than the
equi val ent 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
Gui del i nes shal |l 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
Association for its prior review and approval. The
contract shall be awarded only after the said approval
shall have been given.

3. Post Review

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

SCHEDULE 4
Implementation Program
1. Monitoring and Evaluation and Review
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 Association, the carrying out of the Project and
the achievement of the objectives thereof;

(b) prepare, under terms of reference
satisfactory to the Association, and furnish to the
Association, on or about September 30, in each year 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 previous year
and setting out the measures recommended to ensure the
efficient carrying out of the Project and the
achievement of the objectives thereof during the
following year; and

(c) review with the Association, by October
31, or such later date as the Association shall
request, the report referred to in paragraph (b) of
this Section, and, thereafter, take all measures
required to ensure the efficient completion of the
Project and the achievement of the objectives thereof,
based on the conclusions and recommendations of the
said report and the Association’s views on the matter.

2. Project |nplenentation Plan

The Borrower shall inplenment its national
i mruni zation programin accordance with its Project
| npl enrentation Plan (PIP) dated March 15, 2000 and
shall carry out the Project in accordance therewth.
The Borrower shall ensure that each Project State
carries out its activities under the Project in
accordance with the PIP.

3. Resour ces
The Borrower shall allocate each year sufficient

resources for the Borrower’s chil dhood i mmuni zation
program



4. Program

The Borrower, by no later than June 30, 2002,
shall provide a statement of the guiding principles
for adding new vaccines to the program at state or
national level.

5. Financial Management

For the purpose of strengthening the financial
management capacity of the reproductive and child
health program, of which immunization is an integral
part, the Borrower shall, and shall cause each Project
State to, engage a financial manager assisted by
adequate staff with skills, qualifications and
experience acceptable to the Association.

6. Tribal Strategy

The Borrower shall, and shall cause each Project
Focus State to, implement the Project in any tribal
areas (as designated by such Project Focus State in
accordance with applicable laws) in accordance with
procedures and delivery strategies acceptable to the
Association.

7. Staffing

The Borrower shall ensure that each Project
Focus State shall:

@) appoint, by no later than December 31,
2000, and thereafter maintain staff, with adequate
skills, experience and qualifications, to no less than
80 percent of sanctioned positions for the Family
Welfare Program at State and district level, and
designate in each district an officer to be
responsible for immunization.

(b) ensure, that: (i) by December 31, 2002 at
least 80 percent of sanctioned positions for auxiliary
nurse midwifes are filled in each Project Focus State;

(i) and, for this purpose, if an adequate number of
candidates are not available to fill such positions,
recruit into government training institutions by March
31, 2001, sufficient candidates to fill the aforesaid
percentage of positions.

8. Community Clinic Sessions

The Borrower shall, or shall cause the Project
Focus States to, ensure that at least 60% of planned
community clinic sessions providing routine
immunization and reproductive health services are held
in districts agreed from time to time between the
Borrower, the respective Project Focus State and the
Association.

9. Letter of Undertaking

Except as the Association shall otherwise agree,
each Letter of Undertaking shall include, inter alia,
the following provisions:

€) Each Project State shall declare its
commitment 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
conformity with appropriate health and family welfare
practices, and to provide, promptly as needed, the
funds, facilities, services and other resources
required therefor.

(b) Each Project State shall agree to assume
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 activities under the Project in
accordance with PIP.

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

(d) Each Project State shall agree that the
Borrower or the Association may fromtinme to tine
i nspect the goods and services under the Project
including all records and docunents relating thereto.

(e) Each Project State shall agree to assune
and undertake the obligations set forth in Sections
9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 (relating to
i nsurance, use of goods and services, plans and
schedul es, records and reports, maintenance and | and
acqui sition, respectively) of the General Conditions
in respect of its Letter of Undertaking and its
portion of the Project.

(f) Each Project State shall agree to assune
and undertake to conply or assist the Borrower in
complying with the financial covenants prescribed by
Article IV of this Agreenent.

(9) Each Project State shall agree that the
Borrower may suspend or terminate its right to use the
proceeds of the Credit made avail abl e under this
Agreement upon its failure to perform any obligations
under its Letter of Undertaking or upon notice by the
Association that it intends to exercise its renedies
under Article V of this Agreenent.

(h) Each Project State shall agree pronptly
to informthe Borrower and the Association of any
condition which interferes or threatens to interfere
with the progress of its portion of the Project, the
acconpl i shment of the purposes of the Credit under
this Agreenent, or the performance of its obligations
under its Letter of Undertaking.

(i) Each Project State shall agree that it
shall, fromtime to time, at the request of either the
Borrower or the Association:

(i) exchange views with the Borrower
and/ or the Association (through the Borrower)
with regard to the progress of carrying out
activities under its portion of t he
Project, its performance under its Letter of
Undertaki ng and other matters relating



to the purposes of the Credit under this Agreement;
and

@iy  furnish all such information
related thereto as may reasonably be required by
the Association.

() Each Project State shall agree to
maintain its existing Project
Management/Steering/Coordinating Committee to oversee
Project activities within such Project State and to
coordinate Project activities with the Borrower’s
Interm nisterial Steering Committee and Proj ect
Managenent Conmittee.

(k) Except as the Borrower and the
Associ ation shall otherw se agree, each Project State
shal | agree either to:

(i) utilize the services of the
nati onal -1 evel Procurenent Support Agency (PSA);

(ii) engage a State-level Procurenent
Support Agency with terms of reference,

resources and staff satisfactory to the
Borrower and the Association; or

(iii) in the case of those Project
States with existing procurement units acceptable

to the Borrower and Association, utilize
such existing procurenment units, for
procuring the goods and consultants’ services required
for the Project.

(1) Each Project State shall agree to
establish a nechani sm acceptable to the Borrower and
the Association for the transfer of funds fromthe
State level to the project inplenmenting agencies at
District or institutional |evels.

10. Annual Review and Work Pl an
The Borrower shall:

(a) by Septenber 30 of each year during the
i mpl enentati on of the Project beginning with Septenber
30, 2000:

(i) provide to the Association an
annual work plan, acceptable to the Association,
setting forth the activities (including
pil ot projects and studies) under the
Project to be carried out during the follow ng year
i ncl udi ng financi al
al locations to be nmade avail abl e for such purpose, as

wel | as the perfornmance benchnar ks and
devel opnment obj ectives to be achi eved and drawn from
t he overall framework agreed to

be achi eved under the Project; and

(ii) review with the Association the
progress achieved in inplenmenting the Project
under the annual work plan for the previous year
and the achi evemrent of the
per f ormance benchmarks and devel oprment obj ectives
i ncorporated therein;



(b) allocate Project funds for each year
taking into account (a) in the case of certain states,
the previous years performance; and (b) criteria
acceptable to the Association; and

(c) implement each annual work plan in a
manner satisfactory to the Association.



