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CREDI T NUMBER 3440- KE

Devel opnent Credit Agreenent

(Decentralized H V/ AIDS and Reproductive Health Project)
bet ween
REPUBLI C OF KENYA
and

| NTERNATI ONAL DEVELOPMENT ASSCCI ATI ON

Dat ed March 7, 2001

CREDI T NUMBER 3440- KE
DEVELOPVENT CREDI T AGREEMENT

AGREEMENT, dated March 7, 2001, between REPUBLI C OF KENYA (the Borrower) and
| NTERNATI ONAL DEVELOPMENT ASSOCI ATI ON (t he Associ ati on).

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

(B) the Associ ation has received the follow ng docunents, nanely, the
Borrower’s Health Policy Franmework of 1994, the National Reproductive Health Strategy
of 1996 and the Sessional Paper on H V/ AIDS of 1997, part of which describes a program
of actions, objectives and policies designed to inplenment activities under the
Borrower’s National Health Sector Strategic Plan 1999-2004 (the said docunents being
hereinafter referred to as the Program) and declaring the Borrower’s conmtnment to the
execution of the Program

(O the Borrower intends to obtain fromthe Departnent for International
Devel opnent (DFID) of the United Kingdoma grant (the DFID Grant) in an anpunt
equi val ent to $39, 490,000 to assist in financing the Project on the ternms and
conditions set forth in an agreenent (the DFID Grant Agreenent) to be entered into
bet ween t he Borrower and DFI D,

(D) the Borrower intends to obtain fromthe Swedish International Devel opnent



Agency (SIDA) a grant (the SIDA Grant) in an anmount equivalent to $8,400,000 to assi st
in financing the Project on the terns and conditions set forth in an agreenment (the
SIDA Grant Agreenent) to be entered into between the Borrower and SIDA;, and

VWHEREAS t he Associ ation 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
Agr eenent ;

NOW THEREFORE t he parties hereto hereby agree as follows:
ARTI CLE |

Ceneral Conditions; Definitions

Section 1.01. The "General Conditions Applicable to Devel opnent Credit
Agreenents" of the Association, dated January 1, 1985 (as anmended through Cctober 6,
1999), with the nodifications set forth below (the General Conditions), constitute an
integral part of this Agreenent:

(a) A new paragraph (12) is added to Section 2.01 to read as set forth bel ow,
and the existing paragraphs (12) through (14) of said Section are accordingly
renunbered as paragraphs (13) through (15):

"12. “Participating Country’ means any country that the Association
determ nes neets the requirements set forth in Section 11 of Resol ution No.
194 of the Board of Governors of the Association, adopted on April 8, 1999;
and ‘Participating Countries’ neans, collectively, all such countries."; and

(b) The second sentence of Section 5.01 is nodified to read:

"Except as the Borrower and the Association shall otherw se agree, no
wi t hdrawal s 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
paynment to persons or entities, or for any inport of goods, if such paynent or
inmport, to the know edge of the Association, Is prohibited by a decision of
the United Nations Security Council taken under Chapter VII of the Charter of t he
United Nations."

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

(a) "AlDS" neans the Acquired | mmune Deficiency Syndroneg;
(b) "CBO' neans conmunity based organi zati on;

(c) "District Health Managenent Teant neans the technical team headed by a
District Medical Oficer of Health with responsibility for the managenent and
supervi sion of health services delivery in the whole district as provided for in the
Public Health Act, Cap. 242 Laws of Kenyas [To cone fromthe Kenyan Del egation];;

(d) "Districts" neans the | ocal governnent districts of the Borrower
participating in Phase | of the Programand referred to in Part A of the Project;

(e) "Eligible Categories" neans categories (1) through (3) in the table in
Part A 1 of Schedule 1 to this Agreenent;

(f) "Eli gi bl e Expendi tures" means the expenditures for goods and services
referred to in Section 2.02 (a) of this Agreenent;

(9) "Eligible Work Pl an" neans a provincial or district work plan to be
carried out by Provinces (as hereinafter defined) or Districts (as hereinafter
defined) which, having nmet the eligibility criteria set out in the Project
I mpl ementation Plan (as herei nafter defined) and the provisions of Schedule 4 to this
Agreement, is a work plan that is eligible for financing, on a grant basis, in
accordance with the provisions of the Project |Inplenentation Plan;

(h) "Grant" means each of the the grants to be provided under the Project to
finance Eligible provincial or district Wirk Plans (as hereinafter defined) prepared



for purposes of the Project;

(i) "Grant Agreenent" neans the agreenent entered into between a District or
a Province and [ MoH? TTL please confirnj, referred to in paragraph 3 (b) of Schedul e
1.A of this Agreenent;

j "Health Facility Teant nmeans [To cone fromthe Kenyan Del egati on][ Note:
such termwas not used again!];

(k) "Heal th Sector Reform Secretariat” nmeans the Health Sector Reform
Secretariat of the Borrower’s Mnisterial Reform Committee referred to in paragraph 2
(b) of Schedule 4 to this Agreenent;

(1) "H V' neans the Human | nmuno- Defi ci ency Virus;

(m "Hospital Managenent TeanBoard" neans [To cone fromthe Kenyan
Del egation];the institutional nmanagenent team headed by a Medical Superintendent or a
Medical Officer in charge and with the responsibility for the day to day managenent
and delivery of hospital based care;

(n) "I APSO' neans the Inter-Agency Procurenment Services of the United
Nat i ons;

(o) "I EC' neans information, education and communicati on;

(p) "IMCI" neans the integrated managenent of childhood ill nesses;

(q) "I npl enenti ng Agenci es" neans the follow ng agencies within MOH, (i) the
Health Sector Reform Secretariat; (ii) NASCOP; (iii) the District Health Managenent
Teans; and (iv) the Health Facility Team [Note: This termis not used in the body of
the Agreement. | propose to delete it];

(r) “Initial Deposit" neans the initial deposit referred to in Section 3.02
(ii) of this Agreenent;

(s) "Kenya Medi cal Training College" nmeans the parastatal under the[To cone
fromthe Kenyan Del egation]; Mnistry of Health, set up under Cap. 446 Laws of Kenya
with the nandate to train diplona and certificate health workers currently deployed in
public and private hospitals, health centers, dispensaries and clinics;

(t) "MOH' means the Borrower’s Mnistry of Health;

(u) "NASCOP" neans the Borrower’s National AIDS and STD Control Program
including the AIDS Control Unit of MOH, established pursuant to the Borrower’s neans
[To conme fromthe Kenyan Del egation] [Note: This termis not used again!];

(v) "National AIDS Strategic Plan" means the National AIDS Strategic Plan of
the Borrower dated [To conme fromthe Kenyan Del egation]; [Note: This termis not used
agai n!]

"NGO' means a non-governnental organization registered under the |aws of
the Borrower, such termto include a religious organization;

(x) "Project Account" neans the account to be opened pursuant to Section 3.02
of this Agreenent;

(y) "Project Inplenmentation Plan" neans the Project |Inplenmentation Plan
referred to in paragraph 1 (a) of Schedule 4 to this Agreenent;

(z "Proj ect Managenment Report" means each report prepared in accordance with
Section 4.02 of this Agreenent;

(aa) "Project Year" means the 12- nonth period beginning fromthe Effective
Date and ending 12- nonths thereafter and each successive 12 nonth period foll ow ng
thereafter;

(ab) "Provi nces" neans the provinces located in the territory of the Borrower
participating in Phase | of the Programand referred to in Part A of the Project;

(ac) "Rural Health Facility CommitteeTean neans [To cone fromthe Kenyan
Del egation];the institutional nmanagenent team headed by either a Cinical Oficer or
an Enrolled Community Nurse and with responsibility for the day-to-day managenent and



delivery of primary health services at a health center or a dispensary;

(ad) "Speci al Account" means the account referred to in Part B of Schedule 1
to this Agreement; and
(ae) "STD' neans sexually transmitted di seases.
ARTI CLE |
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 opnent Credit Agreenent, an anount in
various currencies equivalent to thirty eight nmillion three hundred thousand Speci al
Drawi ng Rights (SDR 38, 300, 000).

Section 2.02. The anount of the Credit may be withdrawn fromthe Credit Account
in accordance with the provisions of Schedule 1 to this Agreenent for: (i)
expenditures nade (or, if the Association shall so agree, to be nade) in respect of
the reasonabl e cost of goods and services required for the Project and to be financed
out of the proceeds of the Credit; and (ii) anpunts paid (or, if the Association shal
so agree, anounts to be paid) by the Borrower on account of w thdrawals nmade to neet
the reasonabl e cost of goods, works and services required for any Eligible Wrk Plan
in respect of which the withdrawal fromthe Credit Account is requested.

Section 2.03. The Cosing Date shall be June 30, 2005 or such later date as the
Associ ation shall establish. The Association shall pronptly notify the Borrower of
such | ater date

Section 2.04. (a) The Borrower shall pay to the Association a conmtnent charge
on the principal anount of the Credit not withdrawn fromtine to tine 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 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
shall be withdrawn by the Borrower fromthe Credit Account or canceled; and (ii) at
the rate set as of the June 30 imediately preceding the accrual date and at such
other rates as may be set fromtinme 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 Agreenent.

(c) The conmitnment 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 fromtime to tine 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 Credit withdrawn and outstanding fromtinme to tine.

Section 2.06. Conmitnent charges and service charges shall be payabl e
sem -annual ly on January 1 and July 1 in each year

Section 2.07. (a) Subject to paragraphs (b), (c) and (d) bel ow, the Borrower
shal | repay the principal anbunt of the Credit In seniannual installments payable on
each January 1 and July 1, commencing January 1, 2011 and ending July 1, 2040. Each
installment to and including the installment payable on July 1, 2020 shall be one
percent (1% of such principal anmount, and each installnment thereafter shall be two
percent (2% of such principal anount.

(b) Whenever: (i) the Borrower’'s per capita gross national product (GNP), as
determ ned by the Association, shall have exceeded for three consecutive years the
| evel established annually by the Association for determining eligibility to access
the Association’s resources; and (ii) the Bank shall consider the Borrower
creditworthy for Bank |ending, the Association may, subsequent to the review and



approval thereof by the Executive Directors of the Association and after due

consi deration by them of the devel opnment of the Borrower’s econony, nodify the
repaynent of installnents under paragraph (a) above by: (A) requiring the Borrower to
repay tw ce the amount of each such installnent not yet due until the principal anount
of the Credit shall have been repaid; and (B) requiring the Borrower to commence
repayment of the principal anpbunt of the Credit as of the first sem annual paynent
date referred to in paragraph (a) above falling six nonths or nore after the date on
whi ch the Association notifies the Borrower that the events set out in this paragraph
(b) have occurred, provided, however, that there shall be a grace period of a m ni num
of five years on such repaynent of principal

(c) If so requested by the Borrower, the Association may revise the
nodi fication referred to in paragraph (b) above to include, in lieu of some or all of
the increase in the amounts of such installments, the paynment of interest at an annual
rate agreed with the Association on the principal anmount of the Credit w thdrawn and
outstanding fromtine to tine, provided that, in the judgnent of the Association, such
revision shall not change the grant el enent obtai ned under the above-nenti oned
repayment nodification

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

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

ARTI CLE 111

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 Agreenent, and, to this end, shall carry
out the Project through MOH with due diligence and efficiency and in conformity with
appropriate adm nistrative, financial and public health practices, and shall provide
or cause to be provided, pronptly as needed, the funds, facilities, services and other
resources required for the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Borrower and the Association shall otherw se agree, the Borrower
shall carry out the Project in accordance with the Inplenentation Programset forth in
Schedule 4 to this Agreenent.

Section 3.02. The Borrower shall: (i) open and thereafter maintain, unti
conpletion of the Project, a Project Account in a comercial bank acceptable to the
Associ ation into which the Borrower shall deposit its counterpart contributions to the
costs of the Project; (ii) deposit an initial anmount equivalent to $[50,000] [To be
confirmed by the Kenyan Del egation] (the Initial Deposit) into the Project Account;
and (iii) thereafter during each follow ng quarter deposit into the Project Account
the amounts required to cover the Borrower’s counterpart contributions for each such
quarter, as determined by the Borrower and the Associ ation

Section 3.03. Except as the Association shall otherw se agree, procurenent of
t he 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 Agreenent.

Section 3.04. For the purposes of Section 9.06 of the General Conditions and
without limtation thereto, the Borrower shall

(a) prepare, on the basis of guidelines acceptable to the Association, and
furnish to the Association not later than six (6) nmonths after the C osing Date or
such later date as may be agreed for this purpose between the Borrower and the
Associ ation, a plan designed to ensure the future achi everent of the objectives of the
Project; and

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



ARTI CLE |V

Fi nanci al Covenants

Section 4.01. (a) The Borrower shall maintain a financial nmanagenent system
i ncluding records and accounts, and prepare financial statenents, all in accordance
with accounting standards acceptable to the Association, consistently applied, in a
format acceptable to the Association adequate to reflect its the operations and
financial condition and to register separately the operations, resources and
expenditures related to the Project.

(b) The Borrower shall

(i) have its the records, accounts and financial statenents referred
to in paragraph (a) of this Section (balance sheets, statenents of
i ncome and expenses and rel ated statenents) and the records and
accounts for the Special Account for each fiscal year audited, in
accordance with auditing standards acceptable to the Association
consistently applied, by independent auditors acceptable to the
Associ ati on;

(ii) furnish to the Association as soon as available, but in any case
not |ater than six nmonths after the end of each such year, (A)
certified copies of the financial statements referred to in
paragraph (a) of this Section, for such year as so audited, and
(B) an opinion on such statenents and report of such audit, by
said auditors, of such scope and in such detail as the Association
shall have reasonably requested; and

(iii) furnish to the Association such other information concerning such
records, accounts and financial statements, and the audit thereof,
and concerning said auditors, as the Association nay fromtine to

ti me reasonably request.

(c) For all expenditures with respect to which withdrawals fromthe Credit
Account were nmade on the basis of Project Managenent Reports or statenents of
expenditure, the Borrower shall

(i) mai ntain or cause to be maintained, in accordance wi th paragraph
(a) of this Section, records and separate accounts reflecting such
expendi tures;

(ii) retain, until at |east one year after the Association has received
the audit report for the fiscal year in which the last w thdrawal
fromthe Credit Account was nmade, all records (contracts, orders
i nvoi ces, bills, receipts and other docunents) evidencing such
expendi tures;

(iii) enable the Association’s representatives to exanine such records
and

(iv) ensure that such records and accounts are included in the annua
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 Management Reports or statenents 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 wi thdrawal s.

Section 4.02. (a) Wthout linitation upon the provisions of Section 4.01 of this
Agreement, the Borrower shall carry out a time-bound action plan acceptable to the
Associ ation for the strengthening of the financial managenent systemreferred to in
par agraph (a) of said Section 4.01 in order to enable the Borrower, not |ater than 18
nont hs after the Effective Date, or such later date as the Association shall agree, to
5L¢pﬁre quarterly Project nanagement reports acceptable to the Association, each of

i ch:

(i) (A) sets forth actual sources and applications of funds for the
Project, both cumul atively and for the period covered by said
report, and projected sources and applications of funds for the
Project for the six-nmonth period following the period covered by



said report, and (B) shows separately expenditures financed out of
the proceeds of the Credit during the period covered by said
report and expenditures proposed to be financed out of the
proceeds of the Credit during the six-nmonth period followi ng the
period covered by said report;

(ii) (A) describes physical progress in Project inplementation, both
curul 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
expendi tures under contracts financed out of the proceeds of the
Credit, as at the end of the period covered by said report.

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

ARTI CLE V

Renedi es of the Association

Section 5.01. Pursuant to Section 6.02 (I) of the General Conditions, the
followi ng additional events are specified

(a) that a situation has arisen which shall nake it inprobable that the
Program or a significant part thereof, will be carried out;

(b) subj ect to paragraph (c) of this Section

(i) the right of the Borrower to withdraw the proceeds of any grant or
| oan made to the Borrower for the financing of the Project shal
have been suspended, canceled or terminated in whole or in part,
pursuant to the terns of the agreenent providing therefor; or

(ii) any such | oan shall have become due and payable prior to the
agreed maturity thereof; and

(c) par agraph (b) of this Section shall not apply if the Borrower establishes
to the satisfaction of the Association that: (i) such suspension, cancellation
termnation or prematuring is not caused by the failure of the Borrower to perform any
of its obligations under such agreenment; and (ii) adequate funds for the Project are
avail able to the Borrower from other sources on terms and conditions consistent with
the obligations of the Borrower under this Agreenent.

Section 5.02. Pursuant to Section 7.01 (h) of the General Conditions, the
followi ng additional event is specified, nanely that the event specified in paragraph
(b) (ii) of Section 5.01 of this Agreenent shall occur, subject to the proviso of
paragraph (c) of that Section

ARTI CLE VI

Ef fective Date; Term nation

Section 6.01. The follow ng events are specified as additional conditions to the
ef fectiveness of the Devel opment Credit Agreenent within the meaning of Section 12.01
(b) of the General Conditions:

(a) the Borrower has adopted a Project Inplenentation Plan in form and
substance satisfactory to the Association;

(b) the Project Account has been opened and the Initial Deposit paid into the
Proj ect Account;

(c) the Borrower has established an accounting and a financial nanagement
systemfor the Project, satisfactory to the Association for the Project; and

(d) the Borrower has approved the MOH s decentralization inplenentation plan
including the rationalization of the MOH non-salary recurrent budgets for Districts



which are to include no nore than nine budget line itens; and for the Phase |
decentralization Districts

(e) the Borrower shall prepare and furnish to the Association a tenplate for

resource based and outcone oriented Eligible Wrk Plans as well as a performance
apprai sal system in formand substance satisfactory to the Association.

Section 6.02. 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.

ARTI CLE VI |

Representative of the Borrower; Addresses

Section 7.01. The Mnister of Finance of the Borrower is designated as
representative of the Borrower for the purposes of Section 11.03 of the General
Condi ti ons.

Section 7.02. The foll owi ng addresses are specified for the purposes of Section

11.01 of the General Conditions:
For the Borrower:

M ni stry of Finance and Pl anni ng
P. 0. Box 30007

Nai r obi

Kenya

Cabl e address: Tel ex: Facsim | e:
FI NANCE 22921 254 2 330426
Nai r obi M NI FI N- KE

For the Associ ation:

I nt ernational Devel opment Associ ation
1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica

Cabl e address: Tel ex: Facsim | e:
| NDEVAS 248423 (MCl) or (202) 477-6391
Washi ngton, D.C. 64145 (M)

IN WTNESS WHERECOF, the parties hereto, acting through their duly authorized

representatives, have caused this Agreenent to be signed in their respective nanes in

Nai robi, Kenya as of the day and year first above witten.

REPUBLI C OF KENYA

By /s/ Chrysanthus B. Ckenp

Aut hori zed Representative

| NTERNATI ONAL DEVELOPMENT ASSCOCI ATI ON

By /s/ Harrold E. Wackman

Acting Regional Vice President



Africa

SCHEDULE 1
W thdrawal of the Proceeds of the Credit
A Gener a
1. The table below sets forth the Categories of itens to be financed out of the

proceeds of the Credit, the allocation of the ambunts of the Credit to each Category
and the percentage of expenditures for itens so to be financed in each Category:

A Gener a
Amount of the
Credit Allocated % of
(Expressed i nExpendi tures
Cat egory SDR Equi val ent) to be Financed
(1) Goods (i ncl uding [ $940, 000] 100% of foreign
equi pnent, expendi tures and
phar maceuti cal s and 90% of | oca
nmedi cal supplies) expendi tures
(2) Consul tants’ services [ $68, 600, 000] 100%
and training
(3) El i gible Work Pl an [ $137, 500, 000] 100% of anounts
Grants disbursed
(4) Unal | ocat ed [ $3, 960, 000]
TOTAL [ $38, 300, 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 fromthe
territory of any country other than that of the Borrower; and

(b) the term "l ocal expenditures" neans expenditures in the currency of the
Borrower or for goods or services supplied fromthe territory of the Borrower.
3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be
made in respect of:

(a) paynents made for expenditures prior to the date of this Agreenent;

(b) expenditures for Grants unless the Grant in question has been nade in

accordance with the procedures, guidelines and other provisions set out or referred to
in the Project Inplenentation Plan and this Agreenent; and (ii) the Grant in question

has been made in accordance with a Grant Agreement, in form and substance satisfactory
to the Association

(c) paynents for expenditures for goods and services supplied under a
contract which any national or international financing institution or agency, other
than the Association, shall have financed or agreed to finance under any other credit
or grant.

4, The Association may require withdrawals fromthe Credit Account to be nade on
the basis of statenents of expenditure for expenditures for: (i) works under contracts
costing |l ess than $20, 000 equival ent each; (il) goods under contracts costing |ess
than $100, 000 equi val ent each; (iii) consulting services costing less than: (A

$100, 000 equi val ent each for consulting firms; and (B) $530,000 equival ent for

i ndividual consultants; and (iiiv) all training workshops and study tours, under such
terns and conditions as the Association shall specify by notice to the Borrower.

B. Speci al Account

1. The Borrower shall open and maintain in dollars a separate special deposit



account in a comercial bank, on terns and conditions satisfactory to the Association,
i ncl uding appropriate protection against set-off, seizure and attachmnent.

2. After the Association has received evidence satisfactory to it that a Specia
Account has been opened, withdrawals fromthe Credit Account of anopunts to be
deposited into the Special Account shall be nade as foll ows:

(a) until the Association shall have received: (i) the first Project
Managenent Report referred to in Section 4.02 (b) of this Agreenent; and (ii) a
request fromthe Borrower for withdrawal on the basis of Project Managenent Reports
wi t hdrawal s shall be nmade in accordance with the provisions of Annex Ato this
Schedul e 1; and

(b) upon recei pt by the Association of a Project Managenent Report pursuant
to Section 4.02 (b) of this Agreenent, acconpani ed by a request fromthe Borrower for
wi t hdrawal on the basis of Project Managenment Reports, all further withdrawals shal
be nade 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 tine as the Association shall reasonably request, furnish to

the Associ ation such docunents and ot her evidence showi ng that such payment was nade
exclusively for Eligible Expenditures.

. Not wi t hst andi ng the provisions of Part B.2 of this Schedule, the Association
shal | not be required to make further deposits into the Special Account:

(a) if the Association determines at any tine that any Project Managenent
Report does not adequately provide the information required pursuant to Section 4.02
of this Agreenent;

(b) if the Association determines at any tine that all further withdrawal s
shoul d be made by the Borrower directly fromthe Credit Account; or

(c) if the Borrower shall have failed to furnish to the Association within
the period of tine specified in Section 4.01 (b) (ii) of this Agreenent, 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 wthdrawals
were nmade on the basis of Project Managenent Reports

5. The Associ ation shall not be required to nake further deposits into the Specia
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 nmake withdrawals fromthe Credit Account
pursuant to Section 6.02 of the General Conditions. Upon such notification, the

Associ ation shall deternmine, in its sole discretion, whether further deposits into the
Speci al Account nmay be nade and what procedures should be foll owed for making such
deposits, and shall notify the Borrower of its determnation

6. (a) If the Association determines at any tine that any paynent out of the
Speci al Account was nmade for an expenditure which is not an Eligible Expenditure, or
was not justified by the evidence furnished to the Association, the Borrower shall
pronptly upon notice fromthe Association, provide such additional evidence as the
Associ ation may request, or deposit into the Special Account (or, if the Association
shall so request, refund to the Association) an anpbunt equal to the amount of such
paynent. Unless the Association shall otherw se agree, no further deposit by the
Association into the Special Account shall be rmade 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 tine that any anpunt outstanding in
the Special Account will not be required to cover paynments for Eligible Expenditures
during the six-month period following such determ nation, the Borrower shall, promptly

upon notice fromthe Association, refund to the Associati on such outstandi ng anmount.

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

(d) Ref unds to the Associati on made pursuant to sub-paragraph (a), (b) or (c)
of this paragraph 6 shall be credited to the Credit Account for subsequent w thdrawa
or for cancellation in accordance with the provisions of the Devel opnent Credit



Agr eenent .
Annex A to SCHEDULE 1

Operation of Special Account Wen Wthdrawals Are
Not Made On the Basis of Project Managenent Reports

1. For the purposes of this Annex, the term"Authorized Al location" nmeans an anount
equi val ent to $3, 000,000 to be withdrawn fromthe Credit Account and deposited into
the Special Account pursuant to paragraph 2 of this Annex; provided, however, that,

unl ess the Association shall otherw se agree, the Authorized Allocation shall be
limted to an anpbunt equivalent to $2,000,000 until the aggregate anpbunt of

wi thdrawals fromthe Credit Account, plus the total anpunt of all outstandi ng special
commitments entered into by the Association pursuant to Section 5.02 of the Ceneral
Condi tions shall equal or exceed the equival ent of SDR 4, 000, 000.

2. Wthdrawal s of the Authorized Allocation and subsequent w thdrawal s to repl enish
the Special Account shall be nmade as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Borrower shall furnish
to the Association a request or requests for deposit into the Special Account of an
amount or anounts which in the aggregate do not exceed the Authorized Allocation. On
the basis of each such request, the Association shall, on behalf of the Borrower,
withdraw fromthe Credit Account and deposit into the Special Account such anount as
the Borrower shall have requested.

(b) For repl eni shnent of the Special Account, the Borrower shall furnish to
the Associ ation requests for deposit into the Special Account at such intervals as the
Associ ation shall specify. Prior to or at the tine of each such request, the Borrower
shall furnish to the Association the docunents and ot her evidence required pursuant to
Part B.3 of Schedule 1 to this Agreenment for the paynent or paynents in respect of
whi ch repleni shment is requested. On the basis of each such request, the Association
shall, on behalf of the Borrower, withdraw fromthe Credit Account and deposit into
the Special Account such anmpbunt as the Borrower shall have requested and as shall have
been shown by said docunments and ot her evidence to have been paid out of the Special
Account for Eligible Expenditures. Each such deposit into the Special Account shall be
wi t hdrawn by the Association fromthe Credit Account under one or nore of the Special
Account’s Eligible Categories.

3. The Associ ation shall not be required to nake further deposits into the Special
Account, once the total unw thdrawn anpbunt of the Credit allocated to the Eligible
Categories minus the total amount of all outstanding special conmmitments entered into
by the Association pursuant to Section 5.02 of the General Conditions in respect of
expenditures to be financed out of the proceeds of the Credit allocated to said
Categories, shall equal the equivalent of twice the amobunt of the Authorized

Al | ocation. Thereafter, withdrawal fromthe Credit Account of the remaining

unwi t hdrawn anmount of the Credit allocated to said Categories shall follow such
procedures as the Association shall specify by notice to the Borrower. Such further

wi t hdrawal s shall be nmade only after and to the extent that the Association shall have
been satisfied that all such anmpbunts remai ning on deposit in the Special Account as of
the date of such notice will be utilized in nmaking paynents for Eligible Expenditures.

Annex B to SCHEDULE 1

Operation of Special Account When Wthdrawal s Are
Made On the Basis of Project Managenent Reports

1. Except as the Association may otherw se specify by notice to the Borrower, all
wi thdrawals fromthe Credit Account shall be deposited by the Association into the
Speci al Account in accordance with the provisions of Schedule 1 to this Agreenent.
Each such deposit into the Special Account shall be withdrawn by the Association from
the Credit Account under one or nore of the Eligible Categories.

2. Each application for withdrawal fromthe Credit Account for deposit into the
Speci al Account shall be supported by a Project Managenent Report.

3. Upon recei pt of each application for wthdrawal of an anmount of the Credit, the
Associ ation shall, on behalf of the Borrower, withdraw fromthe Credit Account and

deposit into the Special Account an anount equal to the lesser of: (a) the anmpunt so
requested; and (b) the anobunt which the Association has determ ned, based on the

Proj ect Managenent Report acconpanying said application, is required to be deposited
in order to finance Eligible Expenditures during the six-nonth period follow ng the



date of such report; provided, however, that the anmpbunt so deposited, when added to
the anmpbunt indicated by said Project Management Report to be remamining in the Special
Account, shall not exceed the equival ent of $6,000, 000

SCHEDULE 2

Description of the Project

The objectives of the Project are to: (i) slow the increase in HV preval ence
rates in the Borrower’s territory; (ii) inmprove nother and child health through nore
integrated delivery of HHV/ AIDS, child survival and reproductive health services; and
(iii) create an enabling environnent for decentralized managed delivery of H V/ Al DS,
child survival and reproductive health services to and within Districts.

The Project consists of the followi ng Parts, subject to such nodifications
thereof as the Borrower and the Association nay agree upon fromtine to tine to
achi eve such objectives:

Part A Decentral i zation

1. The carrying out in 14 Districts of the Borrower’'s territory of an intensified
and expanded MOH decentralization programthrough the inprovenent of the nechani sns
for fiscal decentralization, capacity building at provincial, district and
sub-district levels, organizational restructuring and systens devel opnent, while
prolrméi ng transparency and accountability for both resource use and performance,

i ncl udi ng:

(a) the adoption and application of a new set of resource allocation criteria
for the distribution of MOH s budgetary resources to the Districts;

(b) the rationalization of the support provided by the Mnistry of Finance
and Planning to Districts to allow increased discretionary control by the Districts in
the allocation and use of resources;

(c) the reformof the Borrower’s drug supply system

(d) the carrying out of capacity building activities at the District and
sub-District levels through training of staff of the District Health Managenment Teans
, Hospital Managenent Boards/ Teans and Rural Health Facility TeanmsConmittees utilizing
services to be provided by the Kenya Medical Training College, including training in:
(A) financial nmanagenent; (B) providing the poor with access to health care; (C) drug
managenent; (D) the pronotion of comunity involvenent; (E) transparency and
results-oriented health delivery managenent; and (F) inproving the appropriateness and
transparency of public service delivery including the involvenent of, and feedback to,
| ocal communities in the managenent of health services; and

(e) provi ding policy guidance to the Districts and advising themon technical
and managerial issues; and the carrying out of health service reviews.

2. The provision Grants to Districts and Provinces to finance Eligible Wrk Pl ans
for the pronotion of the increased decentralization of planning and managenment of
resources.

Part B: HI V/ Al DS

The carrying out of an expanded and intensified programof interventions to
prevent and control the H V/ Al DS epidenic, through:

(a) t he devel opnent and carrying out of H V/ AlDS awar eness prograns ai ned at
i nduci ng safe sexual behavior in people, including policies and activities directed at
the gender aspects of H V/AIDS and the specific vulnerability of wonen, adol escents
and the poor;

(b) the prevention of new infections and the mitigation of the inpact of
H V/ AI DS, including the provision of support for persons infected or affected by
HI V/ Al DS;

(c) the acquisition of condons, drugs for opportunistic infections and HV



test material; and

(d) assisting the Districts, through the provision of Grants, in the
preparation and carrying out of District Eligible Wrk Plans to acconmodate, and
provi de effective responses to, changes in the operational, social and/or
epi dem ol ogi cal situation relating to the H V/ Al DS epi deni c.

Part C Reproductive Heal th
| mprovi ng reproductive health, through

(a) the carrying out of activities, neasures and/or prograns relating to or
concerning famly planning, safe notherhood, wonen's status, child survival and the
prevention and control of sexually transmitted infections;

(b) provision of Grants to the Districts to carry out District Eligible Wrk
Plans to ensure inproved reproductive health, including training of staff, the conduct
of maternal death audits, the conduct of |IEC, acquisition of fam |y planning
comodi ties, drugs, equipnent and other essential inputs;

(c) the provision of reproductive health services for the particul ar needs of
yout h; and
(d) assisting the Borrower in the phased introduction of its IMI strategy,

i ncludi ng i nproved nmanagenent of malaria and micro-nutrient related conditions.

* * %
The Project is expected to be conpleted by Decenber 31, 2004

SCHEDULE 3

Procurenent and Consultants’ Services

Section |. Procurenent of Good and Works
Part A Gener a
1 Goods and works shall be procured in accordance with: (a) the provisions of

Section | of the "Quidelines for Procurement under |IBRD Loans and | DA Credits"
publ i shed by the Bank in January 1995 and revi sed in January and August 1996
Sept enber 1997 and January 1999 (the Guidelines); and (b) the provisions of the
following Parts of this Section I.

2. In paragraphs 1.6 and 1.8 of the Quidelines, the references to "Bank nember
countries" and "menber country" shall be deemed to be references, respectively, to
"Participating Countries" and "Participating Country".

Part B: I nternational Conpetitive Bidding
1. Except as otherw 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

CGui del i nes 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:

(a) Groupi ng of contracts

To the extent practicable, contracts for goods shall be grouped in bid packages
estimated to cost $100, 000 equival ent or nore each

(b) Preference for donestically manufactured goods

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

Part C O her Procurenent Procedures



1. Nat i onal Conpetitive Bidding

Goods estimated to cost |ess than $100, 000 equi val ent per contract, up to an
aggregate anmpunt not to exceed $2, 500,000 equival ent, may be procured under contracts
awar ded i n accordance with the provisions of paragraphs 3.3 and 3.4 of the Guidelines.

2. I nternational or National Shopping

(a) Goods estimated to cost |ess than $30, 000 equival ent per contract, up to
an aggregate anmpbunt not to exceed $1, 000,000 equival ent, may be procured under
contracts awarded on the basis of national shopping procedures in accordance with the
provi sions of paragraphs 3.5 and 3.6 of the CGuidelines.

(b) Where any goods are not available in the | ocal market for procurenent
under national shopping procedures, such goods in an anpbunt estinmated to cost |ess
t han $30, 000 equi val ent per contract, up to an aggregate anpunt not to exceed
$1, 000, 000 equival ent, nmay be procured under contracts awarded on the basis of
i nternational shopping procedures in accordance with the provisions of paragraphs 3.5
and 3.6 of the Guidelines.

3. Procurenent from UN Agenci es

Where any goods are not available in the | ocal market for procurenent under
nati onal shopping procedures, such goods in an anount estinmated to cost |ess than
$30, 000 equi val ent per contract, up to an aggregate amount not to exceed $200, 000
equi val ent, may be procured from | APSO i n accordance with the provisions of paragraph
3.9 of the Cuidelines.

4. District Grants

Goods and works required under Part A 2 of the Project shall be procured in
accordance with procedures acceptable to the Association, in accordance with the
provi sions of paragraph 3.15 of the Guidelines.

5. Procurenment of Small Wrks

Wrks estimated to cost |ess than $20,000 equival ent per contract, up to an
aggregate anount not to exceed $500, 000 equi val ent, may be procured under | unp-sum
fixed-price contracts awarded on the basis of quotations obtained fromthree (3)
qualified donestic contractors in response to a witten invitation. The invitation
shal |l include a detailed description of the works, including basic specifications, the
requi red conpletion date, a basic formof agreenent acceptable to the Association, and
rel evant draw ngs, 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 conplete the contract successfully.

Part D Revi ew by the Associati on of Procurenment Decisions
1. Pr ocurenent Pl anni ng

Prior to the issuance of any invitations to bid for contracts, the proposed
procurenent 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
CGui del i nes. Procurenent of all goods and works shall be undertaken in accordance with
such procurenent plan as shall have been approved by the Association, and with the
provi sions of said paragraph 1

2. Prior Review
Wth respect to (i) each contract estimated to cost the equival ent of $100, 000
or nore; and (ii) the first five contracts for goods and works procured under Nati onal

Conpetitive Bidding procedures, the procedures set forth in paragraphs 2 and 3 of
Appendi x 1 to the CGuidelines 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 Guidelines shall apply.



Section I1I. Enpl oynent of Consultants
Part A Cener a

1. Consul tants’ services shall be procured in accordance with (a) the provisions of
the Introduction and Section IV of the "CGuidelines: Selection and Enpl oynment of

Consul tants by World Bank Borrowers" published by the Association in January 1997 and
revised in Septenber 1997 and January 1999, subject to the nodifications thereto set
forth in paragraph 2 of this Part A (the Consul tant Guidelines), and (b) the
provisions of the following Parts of this Section II.

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

Part B: Quality- and Cost-Based Sel ection

1. Except as otherwi se provided in Part C of this Section, consultants’ services
shall be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Cuidelines, paragraph 3 of Appendix 1 thereto, Appendix 2
thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost-based sel ection of consultants

2. The follow ng provisions shall apply to consultants’ services to be procured
under contracts awarded in accordance with the provisions of the preceding paragraph
The short list of consultants for services estinmated to cost |ess than $100, 000

equi val ent per contract, may conprise entirely of national consultants in accordance
with the provisions of paragraph 2.7 of the Consultant GCuidelines.

Part C O her Procedures for the Selection of Consultants
1. Least - Cost Sel ection

Services for financial audits and other repetitive services estimted to cost
| ess than $50, 000 equival ent per contract, up to an aggregate anmount not to exceed
$200, 000 equi val ent, may be procured under contracts awarded in accordance with the
provi sions of paragraphs 3.1 and 3.6 of the Consultant Cuidelines.

2. Si ngl e Source Sel ection

Services procured from NGO and CBCs at the District |evel under Eligible Wrk
Pl ans satisfactory to the Association, which are estinated to cost |ess than $5, 000
equi val ent per contract, up to an aggregate anpbunt not to exceed $1, 000, 000
equi val ent, may be procured in accordance with the provisions of paragraphs 3.8
through 3.11 of the Consul tant Guidelines.

3. I ndi vi dual Consultants

Services for tasks that nmeet the requirenents set forth in paragraph 5.1 of the
Consul tant Cui delines shall be procured under contracts awarded to individua
consultants in accordance with the provisions of paragraphs 5.1 through 5.3 of the
Consul tant Cui del i nes.

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

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

2. Prior Review

(a) Wth respect to each contract for the enploynment of consulting firns
estimated to cost the equival ent of $100,000 or nore, the procedures set forth in
paragraphs 1, 2 (other than the third subparagraph of paragraph 2 (a)) and 5 of
Appendi x 1 to the Consultant Cuidelines shall apply.

(b) Wth respect to each contract for the enpl oynent of consulting firns



estimated to cost the equival ent of $50,000 or nore, but |ess than the equival ent of
$100, 000, the procedures set forth in paragraphs 1, 2 (other than the second

subpar agraph of paragraph 2 (a)) and 5 of Appendix 1 to the Consultant Guidelines
shal I apply.

(c) Wth respect to each contract for the enpl oynent of individua
consultants estimated to cost the equival ent of $30,000 or nore, the qualifications
experience, terms of reference and terns of enploynment 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

(d) Services procured from NGO and CBOs at the District |evel under Eligible
Work Plans, satisfactory to the Association, which are estimated to cost |ess than
$5, 000 equi val ent per contract, up to an aggregate anount not to exceed $1, 000, 000
equi valent, to be procured in accordance with the provisions of paragraphs 3.8 through
3.11 of the Consultant Guidelines (Single Source Selection) shall not require the
prior review and approval of the Association

3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shal

apply.

SCHEDULE 4

I npl ement ati on Program

1. Project |nplenentation Plan

(a) The Borrower shall prepare and furnish to the Association a Project
I mpl ementation Plan in formand substance satisfactory to the Association setting out
details of all procedures, guidelines, processes, tinetables and criteria for the
Project, including criteria for budgetary allocations by MOH to the Districts

(b) The Borrower shall carry out the Project in accordance with said Project
I npl ementati on Plan and, except as the Association shall otherw se agree, shall not
amend or waive any provision of the Project Inplenmentation Plan if, in the opinion of
the Association, such anendment or waiver may nmaterially and adversely affect the
carrying out of the Project or the achievenent of the objectives thereof.

2. Decentralization Program

(a) The decentralization programincluded in Part A of the Project shall
include: (i) the strengthening and/or establishment of stakeholder forums at the
District level; (ii) intensive nonitoring of health expenditures through District
heal th expenditure reviews; (iii) delegation of responsibility for drug procurenent;
(iv) inproved human resource managenent; (v) the strengthening of referral systens;
and (vi) increased autonony for District hospitals

(b) To facilitate the nonitoring and eval uati on of perfornmance under Part A
of the Project, the Borrower shall no later than [To be provided by the Kenyan
Del egation] prepare and furnish to the Association a tenplate for resource based and
outcone oriented Work Plans as well as a performance apprai sal system in formand
substance satisfactory to the Association.

(c) The Borrower shall naintain the Health Sector Reform Secretariat of the
Borrower’s Mnisterial Reform Conmittee in a form and with functions, staffing and
resources satisfactory to the Association.

(d) The Borrower shall open, in a bank acceptable to the Association for each
Heal t h Managenent Team and the Nairobi area Health Facilities Conmttees participating
in the Project, an account to be used exclusively for purposes of the Project.

(e) District Medical Oficers of Health shall be responsible for the carrying
out of District Eligible Wrk Plans under the Project.

(f) The District Health Managenment Teans and the Health Facility Conmittees
shal | be responsible for the oversight of Project inplenentation at the District and



sub-District |evels.

(9) MH shall, with the assistance of its division of Prinmary Health Care
the Health Sector Reform Secretariat and the AIDS Control Unit (MOH) be generally
responsi ble for the carrying out of central level Project activities (including
Proj ect coordination activities, reforms and central procuremnent).

(h) The Health Sector Reform Secretariat shall in particular be responsible
for the coordination of Project activities
3. Heal t h Ref orms

(a) The Borrower shall ensure that the allocations made in MOH s recurrent

budget for the Kenya National Hospital shall not exceed: (i) 12% of MOH s recurrent
budget by the end of the second Project Year; and (ii) 10% of the said budget by the
end of the fourth Project Year.

(b) The Borrower shall, with effect fromFiscal Year 2001-2002, begin to
phase in the application of criteria for budgetary allocations to Districts

4. Revi ews
The Borrower 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 the indicators set forth in Schedul e
5 to this Agreement, the carrying out of the Project and the achievenment of the
obj ectives thereof;

(b) prepare, under terns of reference satisfactory to the Association, and
furnish to the Association, on or about March 31 and Septenber 30, a report
integrating the results of the nonitoring and evaluation activities perforned 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
neasures recommended to ensure the efficient carrying out of the Project and the
achi evenent of the objectives thereof during the period follow ng such date;

(c) review with the Association, by April 30 and Cctober 31, or such later
date as the Association shall request, the report referred to in paragraph (b) of this
Section, and, thereafter, take all nmeasures required to ensure the efficient
conpl etion of the Project and the achi evenent of the objectives thereof, based on the
concl usi ons and reconmendations of the said report and the Association’s views on the
matter; and

(d) no later than eighteen (18) nonths after the Effective Date, the Borrower
shall carry out, jointly with the Association a mid-termreview (the Md-term Revi ew)
of the progress made in carrying out the Project. The Md-term Review shall cover
anmong ot her things, an assessnent of: (i) Eligible Wrk Plans prepared as of the date
of the Md-term Review and the progress nade in carrying out the said plans; (ii)
training provided under the Project; (iii) procurenment under the Project; (iv) the
extent to which actions described in the indicators set out in Schedule 5 to this
Agreenent have been carried out; and (v) plans made or proposed for updating said
i ndi cators.

5. Eligibility Criteria for Gants

Wthout limtation on the provisions of paragraph 1 (b) above, no Grant shall be
eligible for financing out of the proceeds of the Credit unless it satisfies the

eligibility criteria specified in nore detail in the Project |nplenmentation Plan
whi ch shall include the follow ng:
(a) the Grant shall be for: (i) the pronotion of the increased

decentralization of H V/AIDS epidenm ¢ planning and managenent of resources; (ii) the
carrying out of District Work Plans to accommpdate, and provide effective responses
to, changes in the operational, social and/or epidemiological situation relating to
the H V/ AIDS epidemic; and (iii) inproved reproductive health, including training of
staff, the conduct of maternal death audits, the conduct of |EC, acquisition of famly
pl anni ng commodi ties, drugs, equi pment and other essential inputs;

(b) the Grant shall be initiated by a duly represented District or Province



(bc) the activities to be financed by the G ants shall be econom cally, financially,
and technically viable in accordance with the standards specified in the Project
| mpl ement ation Plan; and

(ce) the activities to be financed by the Grants shall be in conpliance with
the standards set forth in the applicable |laws of the Borrower relating to health,
safety, and environnental protection.

6. Ternms and Conditions of the Gants

The Grants shall be made pursuant to the Agreenents shall, inter alia, include
the following terns:

(a) financing to be on a grant basis, allocated in accordance with resource
allocation criteria contained in the Project Inplenentation Plan; and, unless
otherwi se agreed with the Association, not to exceed the equival ent of $[25,000] [TTL
to provide] per Gant;

(b) the obligation to carry out any activities in accordance with the Project
| npl enrentation Plan, with due diligence and efficiency and in accordance w th sound
technical, financial, environnental, and nanagerial standards and to mai ntain adequate
records to reflect, in accordance with sound accounting practices, the operations,
resources, and expenditures in respect of the activities financed by the G ant;

(c) the requirenent that: (i) the goods, works, and services to be financed
fromthe proceeds of the Credit shall be procured in accordance with the procedures
set forth in Schedule 3 to this Agreenent; and (ii) such goods, works, and services
shal | be used exclusively in the carrying out of the activities financed by the Gant;

(d) the right of [MOH?] to inspect by itself, or jointly with the Association if
the Association shall so request, the goods, works, sites, plants, and construction
included in the activities financed by the Grants, the operations thereof, and any
rel evant records and docunents;

(e) the right of [MOH?] to obtain all information as [the MOH?] or the
Associ ation shall reasonably request regarding the adm nistration, operation, and
financial conditions of the activities financed by the Gants; and

(f) the right of [MOH?] to suspend or ternminate the right of the Districts
or the Provinces to use the proceeds of the Credit for the Grants upon the failure by
the Districts or the Provinces to performany of its obligations related to under the
Grants Agreenent.

SCHEDULE 5

Per f or mance | ndi cators

The performance indicators for the Project shall include the follow ng:
A Project Inplenentation Indicators
1. The percentage of the proceeds of the Credit disbursed to finance Eligible Wrk

Pl ans, conpared to the allocations per District.

2. The nunber of District Eligible Wirk Plans with substantive input fromDistrict
Heal t h Managenent Teans, Rural Health Facility Conmittees Teanms and st akehol der
foruns.

3. The nunber of stock-outs of condons and HIV tests for blood safety, during the
Proj ect peri od.

4, The percentage of health facilities with trained staff in IMI in the three
initial Districts.

5. The percentage of health facilities that are equi pped to provide obstetric and
fam |y planning services.

B. Process Indicators



1. The percentage of District audits which are qualified.

2. The proportion of patients satisfied with the kind of health services provided,
especially related to H V/ AIDS and reproductive heal th.

3. The percentage of user charges that is retained at the level of selected Nairobi
area health facilities.

4. The percentage of all blood units that have been screened for H 'V before
transf usi on.

o

Condom use by age, marital status, and type of partner (regular or other).
Vacci nation coverage statistics, per District.

Antenatal coverage statistics, per District.

The percentage of deliveries that take place in a health facility.

| mpact Indicators

Preval ence rates of HV infection, by age group and gender.

Medi an age at first sexual intercourse.

The percentage of births attended to by qualified health workers.
Contraceptive preval ence rates.

Tubercul osi s treatnent success rates.

o a0 ~ W D PO ©® N

The under-five nortality rate.



