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I NTERI M FUND CREDI T NUMBER NO41-1N

Proj ect Agreenent

(Orissa Health Systens Devel opnent Proj ect)

bet ween

| NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON as Administrator of the interim
trust fund established with funds contributed by certain nenbers of
I nternational Devel opnent Association pursuant to Resolution No. |IDA 184
of the Board of Governors of International Devel opnent Associ ation,
as anended

and

STATE OF ORI SSA

Dat ed August 13, 1998
| NTERI M FUND CREDI T NUMBER NO41- 1IN
PRQIECT AGREEMENT

AGREEMENT, dated August 13 1998, between the | NTERNATI ONAL DEVELOPMENT
ASSOCI ATI ON (the Association) as administrator (the Administrator) of the interim
trust fund (Interim Fund) established with funds contributed by certain menbers of the
Associ ation pursuant to Resolution No. IDA 184 (the Interim Fund Resol ution) of the
Board of Governors of the Association, adopted on June 26, 1996, as anended, and the
STATE OF ORI SSA, acting by its Governor (Orissa).

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 Administrator has received a letter dated April 20, 1998 fromthe
State of Orissa, describing a program of objectives, policies and actions to inprove
the primary and secondary |evels of health care (the Orissa Health Sector Devel oprment
Progran) and declaring its comritnment to carry out such Program

(C by the InterimFund Devel opnent Credit Agreenent of even date herewith
between India (the Borrower) and the Administrator, the Admi nistrator has agreed to
nmake available to the Borrower an anopunt in various currencies equivalent to fifty-six
mllion eight hundred thousand Special Drawi ng Ri ghts (SDR 56, 800,000), on the terns
and conditions set forth in the Interim Fund Devel opnent Credit Agreenent, but only on
condition that Oissa agree to undertake such obligations toward the Adm nistrator as



are set forth in this Agreenent; and

WHEREAS Oirissa, in consideration of the Administrator’s entering into the
Interim Fund Development Credit Agreement with the Borrower, has agreed to undertake
the obligations set forth in this Agreement;

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

Section 1.01. Unless the context otherwise requires, the several terms defined
in the Interim Fund Development Credit Agreement and in the General Conditions (as so
defined) have the respective meanings therein set forth.

ARTICLE Il
Execution of the Project

Section 2.01. (a) Orissa declares its commitment to the objectives of the
Project as set forth in Schedule 2 to the Interim Fund Development Credit Agreement,
and, to this end, shall carry out the Project with due diligence and efficiency and in
conformity with appropriate administrative, financial and health practices, and shall
provide, or cause to be provided, promptly as needed, the funds, facilities, services
and other resources required for the Project.

(b) Without limitation upon the provisions of paragraph (a) of this Section
and except as the Administrator and Orissa shall otherwise agree, Orissa shall carry
out the Project in accordance with the Implementation Program set forth in Schedule 2
to this Agreement.

Section 2.02. 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 1 to this Agreement.

Section 2.03. (a) Orissa shall carry out the obligations set forth in Sections
9.03, 9.04, 9.05, 9.06, 9.07 and 9.08 of the General Conditions (relating to
insurance, use of goods and services, plans and schedules, records and reports,
maintenance and land acquisition, respectively) in respect of the Project Agreement
and the Project.

(b) For the purposes of Section 9.06 of the General Conditions and without
limitation thereto, Orissa 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 Administrator and Orissa, a plan
designed to ensure the sustainability of the Project; and

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

Section 2.04. (a) Orissa shall, at the request of the Administrator, exchange
views with the Administrator with regard to the progress of the Project, the
performance of its obligations under this Agreement, and other matters relating to the
purposes of the Interim Fund Credit.

(b) Orissa shall promptly inform the Administrator of any condition which
interferes or threatens to interfere with the progress of the Project, the
accomplishment of the purposes of the Interim Fund Credit, or the performance by
Orissa of its obligations under this Agreement.

ARTICLE Il



Fi nanci al Covenants

Section 3.01. (a) Oissa shall maintain or cause to be maintained records and
accounts adequate to reflect in accordance with sound accounting practices its
operations and financial condition and to register separately the operations,
resources and expenditures related to the Project.

(b) Oissa shall:

(i) have the records and accounts referred to in paragraph (a) of this
Section for each Fiscal Year audited, in accordance with appropriate
audi ting principles consi stently applied, by independent auditors

acceptable to the Adm nistrator;

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

not | ater than six months after the end of each such Fiscal Year, the
report of such audit by said auditors of such scope and in
such detail as the Administrator shal | have reasonably requested; and
(iii) furnish to the Admi nistrator such other information concerning
said records and accounts as well as the audit thereof, as the
Adm ni strator shall from time to time reasonably request.
ARTI CLE 1V

Ef fective Date; Term nation;
Cancel | ati on and Suspensi on;
Desi gnati on of the Admi nistrator

Section 4.01. This Agreenent shall cone into force and effect on the date upon
whi ch the Interim Fund Devel opment Credit Agreenent becomes effective.

Section 4.02. (a) This Agreenment and all obligations of the Association and
Oissa thereunder shall terminate on the earlier of the following two dates:

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

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

(b) If the InterimFund Devel opnent Credit Agreenent terminates in accordance
with its terns before the date specified in paragraph (a) (ii) of this Section, the
Admini strator shall pronptly notify Oissa of this event.

Section 4.03. Al the provisions of this Agreenment shall continue in full force
and effect notw thstanding any cancel |l ation or suspension under the General
Condi ti ons.

Section 4.04. In the event that the Executive Directors of the Association
decide to termnate 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 Adm nistrator to Oissa.

ARTI CLE V
M scel | aneous Provi si ons

Section 5.01. Any notice or request required or permtted to be given or made
under this Agreement and any agreenent between the parties contenplated by this
Agreement shall be in witing. Such notice or request shall be deened to have been
duly given or made when it shall be delivered by hand or by mail, telegram cable,
telex or radiogramto the party to which it is required or pernmitted to be given or
made at such party’s address hereinafter specified or at such other address as such
party shall have designated by notice to the party giving such notice or making such
request. The addresses so specified are:



For the Association and the Administrator:

I nternational Devel opment 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)

For Ori ssa:

Chi ef Secretary to the
Covernnent of Orissa
Bhubaneshwar, |ndia

Section 5.02. Any action required or permitted to be taken, and any docunent
required or pernmitted to be executed, under this Agreenent on behalf of Oissa nay be
taken or executed by its Health Secretary or such other person or persons as Oissa
shal |l designate in witing, and Oissa shall furnish to the Administrator sufficient
evidence of the authority and the authenticated speci men signature of each such
per son.

Section 5.03. This Agreenent may be executed in several counterparts, each of
whi ch shall be an original, and all collectively but one instrunent.

I N WTNESS WHEREOF, the parties hereto, acting through their duly authorized

representati ves, have caused this Agreement to be signed in their respective nanes in
New Delhi, India, as of the day and year first above written.

INTERNATIONAL DEVELOPMENT ASSOCIATION
as Administrator of the interim trust fund established
with funds contributed by certain members of
International Development Association pursuant to
Resolution No. IDA 184 of the Board of Governors of
International Development Association, as amended

By /s/ Edwin R. Lim
Country Director, India

STATE OF ORISSA

By /s/ Sanuijit Ghosh
Authorized Representative

SCHEDULE 1
Procurement and Consultants’ Services
Section I. Procurement of Goods and Works
Part A: General

Goods and works shall be procured in accordance with the provisions of Section |
of the “Guidelines for Procurement under IBRD Loans and IDA Credits” published by the



Bank in January 1995 and revised in January and August 1996 and Septenber 1997 (the
Gui delines) and the following provisions of this Section.

Part B: I nternational Conpetitive Bidding
1. Except as otherwi se provided in Part C of this Section, goods shall be procured
under contracts awarded in accordance with the provisions of Section Il of the

Cui del i nes and paragraph 5 of Appendix 1 thereto.

2. The follow ng provisions shall apply to goods to be procured under contracts
awarded in accordance with the provisions of paragraph 1 of this Part B.

(a) Groupi ng of Contracts

To the extent practicable, (i) contracts for goods (except vehicles) shall be
grouped in bid packages estimated to cost nore than $200, 000 equi val ent each and (ii)
contracts for vehicles shall be grouped in bid packages estimted to cost nore than
$100, 000 equi val ent each.

(b) Preference for donestically manufactured goods

The provisions of paragraphs 2.54 and 2.55 of the Quidelines and Appendi x 2
thereto shall apply to goods nmanufactured in the territory of the Borrower.

Part C O her Procurenent Procedures
1. Cvil Wrks
(a) Cvil works estimated to cost nore than $45, 000 equival ent per contract

shal | be procured under contracts awarded in accordance with the provisions of
par agraphs 3.3 and 3.4 of the Cuidelines.

(b) Cvil works estimated to cost $45,000 equi val ent or |ess per contract, up

to an aggregate anobunt not to exceed $4, 150, 000 equi val ent, may:

(i) with the Association’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 $750,000 equivalent;

(i)  be procured under lump-sum, fixed-price contracts awarded on the
basis of quotations obtained from three (3) qualified domestic
contractors in response to a written invitation. The invitation shall
include a detailed description of the works, including basic
specifications, the required completion date, a basic form of

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

(i) as alast resort, be carried out by force account in a manner

satisfactory to the Administrator, up to an aggregate amount not to
exceed $1,800,000 equivalent.
2. Goods (Except Vehicles)

@ Goods (except vehicles) estimated to cost $200,000 equivalent or less per
contract, up to an aggregate amount not to exceed $15,210,000 equivalent, may be
procured under contracts awarded in accordance with the provisions of paragraphs 3.3
and 3.4 of the Guidelines.

(b) Goods (except vehicles) estimated to cost $30,000 equivalent or less per
contract, up to an aggregate amount not to exceed $4,300,000 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.

(c) Goods (except vehicles) estimated to cost less than $5,000 equivalent per
contract, up to an aggregate amount not to exceed $220,000 equivalent, may be procured



in accordance with the provisions of paragraph 3.7 of the Guidelines.
3. Vehi cl es

Vehicles estimated to cost $100, 000 equi val ent or |ess per contract, up to an
aggregate anmount not to exceed $750, 000 equi val ent, may be procured under contracts
awar ded on the basis of national shopping procedures in accordance with the provisions
of paragraphs 3.5 and 3.6 of the Cuidelines.

4, Mai nt enance of Buil di ngs and Equi prment

Services for nmaintenance of buildings and equi pnment, up to an aggregate anmount
not to exceed $4, 650, 000 equi val ent:

(a) shal | be procured under contracts awarded in accordance with the
provi sions of paragraphs 3.3 and 3.4 of the Guidelines if they are estinated to cost
nore than $25, 000 equi val ent per contract; and

(b) may, if they are estimated to cost $25,000 equival ent or |ess per

contract:

(i) be procured in accordance with the provisions of paragraph 3.7 of
t he Guidelines if they neet the requirenents of said paragraph;
or

(ii) as a last resort, be carried out by force account in accordance
with the provi sions of paragraph 3.8 of the Guidelines if they
neet the requirements of sai d paragraph.
Part D Revi ew by the Administrator of Procurenent Decisions
1. Pr ocurenent Pl anni ng

Prior to the issuance of any invitations to prequalify for bidding or to bid for
contracts, the proposed procurenent 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 Cuidelines. Procurement of all goods and works shall
be undertaken in accordance with such procurenment plan as shall have been approved by
the Administrator, and with the provisions of said paragraph 1.

2. Prior Review

Wth respect to (a) each contract for civil works estimated to cost nore than
the equival ent of $300,000, (b) the first two contracts for civil works estimated to
cost nore than the equival ent of $45,000 but not nore than the equival ent of $300, 000
(c) each contract for goods (except vehicles) estimated to cost nore than the
equi val ent of $200,000, (d) the first two contracts for goods (except vehicles)
estimated to cost nore than the equival ent of $30,000 but not nore than the equival ent
of $200, 000 and (e) each contract for vehicles estimated to cost nore than the
equi val ent of $100, 000, the procedures set forth in paragraphs 2 and 3 of Appendix 1
to the Cuidelines shall apply.

3. Post Revi ew

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

Section I1I. Enpl oynent of Consultants
Part A Gener al

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



Part B: Quality- and Cost-based Sel ection

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

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

2. The following provisions shall apply to consultants’ services to be procured
under contracts awarded in accordance with the provisions of the preceding paragraph.
The short list of consultants estimated to cost $200,000 equivalent or less per

contract may comprise entirely national consultants in accordance with the provisions
of paragraph 2.7 of the Consultant Guidelines.

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

Services provided by (i) consultants which meet the requirements of paragraph
3.9 of the Consultant Guidelines and are estimated to cost $100,000 equivalent or less
per contract, up to an aggregate amount not to exceed $3,980,000 equivalent, (ii) a
procurement agent for contracts for civil works for the first year of Project
implementation and estimated to cost $300,000 or less and (iii) a procurement agent
for contracts for equipment, instruments and furniture for the first year of Project
implementation and estimated to cost $200,000 or less may be procured in accordance
with the provisions of paragraphs 3.8 through 3.11 of the Consultant 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.

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

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

2. Prior Review

@) With respect to each contract for the employment of consulting firms
estimated to cost the equivalent of $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 for the employment of consulting firms
estimated to cost the equivalent of $100,000 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 Administrator for its prior review and approval. The contract shall
be awarded only after the said approval shall have been given.

3. Post Review

With respect to each contract not governed by paragraph 2 of this Part, the



procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shall
apply.

SCHEDULE 2
I mpl enent ati on Program
Project |nplenentation Plan

1. Orissa shall carry out the Project in accordance with the Project |Inplenentation
Plan. Policy and Strategic Planning Unit

2. Oissa shall, by Decenber 31, 1998, strengthen the Policy and Strategic Planning
Unit with adequate powers, functions, staff and resources satisfactory to the

Adm ni strator and nmaintain such Unit during the inplenmentation of the Project. Project
Managenent Cel |

3. Oissa shall conplete, by Decenber 31, 1998, the recruitnent of, and thereafter
mai ntain, personnel in the Project Managenment Cell with adequate skills,
qual i fications and experience.

4, Oissa shall take all such measures as nmay be necessary or advisable in order to
provide to the Project Managenent Cell, and thereafter maintain, authority to manage
the activities to be carried out under the Project, including civil works construction
and nai nt enance.

Project Review Conmittee and Steering Conmittee
5. Oissa shall nmaintain the Project Review Conmittee and the Steering Committee
during the inplenmentation of the Project with conposition, powers, functions and
resources as set forth in the Project |nplenentation Plan.
Al | ocati on of Resources
6. Oissa shall:

(a) ensure that within the resources (plan and non-plan) allocated to the
health sector in each Fiscal Year during the inplenentation of the Project, the share

of resources for the Primary and Secondary Levels of Health Care shall be increased in
each such Fiscal Year fromthe i mediately preceding Fiscal Year through FY 2004; and

(b) allocate in each such Fiscal Year at district, subdivisional and area
hospital s and conmmunity health centers covered under the Project adequate resources
for drugs in accordance with norns set forth in Annex 2 to Chapter Il of the Project

I npl enrent ation Plan and essential supplies and mai ntenance of equi pnent and buil di ngs
in accordance with norns set forth in the Project Inplenentation Plan.

Hospital Staffing and Technical Norns

7. Oissa shall adopt, within six nonths after conpletion of the renovation and
extensi on of each hospital under the Project, and thereafter maintain and inplenent,
staffing and technical norns for inproving the quality of health care services

provi ded at such hospital as set forth in the Project |nplenentation Plan.

User Charges

8. Orissa shall continue to inplenent a programfor collecting user charges at
district hospitals, such programto focus, inter alia, on: (a) strengthening

col l ection of existing user charges and nanagenent arrangenments; (b) inplenenting

revi sed user charges in a phased manner within six nonths after conpletion of the
renovation and extension of each hospital and adoption of staffing and technical norms
at such hospital; (c) permitting the revenues collected fromuser charges to be
retained at the hospital level; and (d) review ng and revising the mechanism for
targeting beneficiaries below the poverty line for exenption fromuser charges, as
necessary or appropri ate.

Referral Protocols and Guidelines



9. Oissa shall establish by March 31, 1999, and thereafter maintain and inpl ement,
referral protocols and guidelines satisfactory to the Adm nistrator.

Tri bal Strategy

10. Orissa shall inplenent the Tribal Strategy in tribal areas (as designated by
Orissa) in accordance with the objectives, policies, procedures, tine schedul e and
ot her provisions set out therein.

Envi ronnmental Action Plan

11. Oissa shall inplenent the Environnental Action Plan in accordance with the
obj ectives, policies, procedures, time schedule and other provisions set out therein
Resett!| ement and Rehabilitation 12. Orissa shall ensure that no civil works which

may result in the involuntary resettlement of people will be undertaken under the
Proj ect .

Annual Review and Work Pl an; Budgetary Allocations
13. Oissa shall:

(a) by April 30 of each year during the inplenmentation of the Project
begi nning with April 30, 1999:

(i) provide to the Adm nistrator an annual work plan, acceptable to
t he Admini strator, setting forth the activities under the
Project to be carried out during the prevailing Fiscal Year
i ncl uding the budgetary allocations to be made avail able for such
purpose, as well as the performance benchmarks and devel oprent
objectives to be achieved and drawn fromthe overall framework
agreed to be achi eved under the Project including, inter alia, hospita

activity indicators, hospital efficiency indicators, and quality, access and
ef fectiveness indicators to be neasured in accordance wth nethodol ogy
satisfactory to the Administrator; and

(ii) review with the Administrator the progress achieved in

i mpl ementing the Proj ect under the annual work plan for the
previ ous Fiscal Year and the interimplan referred to in
subparagraph (c) of this paragraph with special reference to the

achi everment of the perfornance benchmarks and devel oprment
obj ectives incorporated therein

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

(c) i npl ement the Project until the fornulation of the first annual work plan
in accordance with an interimplan agreed with the Admi nistrator

14. Oissa shall ensure that sufficient budgetary allocations for the annual work
plans and the interimplan referred to in paragraph 13 of this Schedul e are made
avail able on a tinmely basis to nmeet the resource requirenents under such plans

Monitoring and Eval uati on; M d-term Revi ew
15. Oissa shall:

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

(b) prepare, under terns of reference satisfactory to the Administrator, and
furnish to the Administrator, by May 31, 2001, a report integrating the results of the
nmonitoring and eval uation activities performed pursuant to subparagraph (a) of this
par agraph, on the progress achieved in the carrying out of the Project during the
period preceding the date of said report and setting out the nmeasures reconmended to



ensure the efficient carrying out of the Project and the achi evenent of the objectives
t hereof during the period follow ng such date; and

(c) review with the Adm nistrator, by June 30, 2001, or such later date as
the Administrator shall request, the report referred to in subparagraph (b) of this
par agraph, and, thereafter, take all mneasures required to ensure the efficient
conpl etion of the Project and the achi evenent of the objectives thereof, based on the
conclusions and recommendations of the said report and the Administrator’s views on
the matter.



