RECEIVED AUG 2 5 2008
MEMORANDUM OF UNDERSTANDING

Between
The Partners (Government of Tanzania &
Development Partners') participating in the pooled

funding ("Basket”)
of the Health Sector

concerning

The pooled funding for the Government of Tanzania’s
Health Sector Programme based on the
Second & Third Health Sector Strategic Plan

The Health Sector Medium Term Expenditure Framework
of the Ministry of Health and Social Welfare and Prime
Minister’s Office Regional Administration & Local
Government
and the

Comprehensive Council Health Plans

July 1, 2008 - June 30, 2015

! See list of Signatories



A. Principles and objectives

1. This MOU sets forth the terms and procedures for the pooled funding of the Health
Sector Programme throughout the Health Sector Medium-Term Expenditure
Framework (MTEF) at central level and Comprehensive Council Health Plans
(CCHPs) at council level. The MOU applies to partners who intend to channel funds
using the pooled account. The MOU represents an agreement on how these resources
will be managed, while fully respecting separate bilateral agreements and

* commitments between these Development Partners and the GoT. Pooled funds are
" intended to complement Tanzanian Government efforts in the health sector, and will
be integrated in the respective MTEFs.

2. The Government of Tanzania (GoT) initiated a Programme for the reform and
development of the health sector, in July 1999, supported by the Programme of Work.
In May, 2003, the GoT and its Partners endorsed the Second Health Sector Strategic
Plan, July 2003-June 2008 (the HSSP II). As the HSSP II has been extended through
June 2009, this Memorandum of Understanding (MOU) is intended to contribute to
the additional year of the HSSP II (July 2008 to June 2009) as well as to the
implementation of the HSSP I1I, July 2009-June 2015.

3. The Ministry of Health and Social Welfare (MOHSW), the Prime Minister’s Office,
Regional” Administration and Local Government (PMORALG), the Ministry of
Finance and Economic Affairs (MoFEA) and the Development Partners signing this
MOU confirm their commitment to implementing the principles of Sector-Wide
Approaches (SWAps) to achieve sustainable improvements in the health and well-
being of the Tanzanian people, while reducing the burden and transaction costs of
multiple procedures. They commit to expanding the scope of pooled financing,
improving the implementation of the joint procurement and disbursement
mechanisms, and disbursing an increasing share of external financing through the
basket mechanism(s).

4. The Basket Fund Committee (BFC), see Annex 1 for the Terms of Reference, which
represents each government and development partner participating in the pooled
funds arrangements will be responsible for the implementation of this MOU. Any
amendment to the MOU or its attachments is subject to the approval of the BFC.

B. Cooperation and Administration

5. The GoT and Development Partners (DPs) participating in the pooled financing are
signatories of the Code of Conduct (Annex 2) and thus commit to abide by the rules
and procedures defined in that document.

6. The GoT and DPs participating in the pooled financing will cooperate fully to ensure

that the Health Sector Programme (as defined in the HSSP, the MTEFs of both
MOHSW, PMORALG, the Comprehensive Council Health Plans of all Councils in
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the country) is successfully implemented and that it achieves intended results. To this
effect, each party will make available to the other parties all such information as may
reasonably be required pertaining to the Health Sector Programme.

7. In matters pertaining to implementation of this MOU, the Development Partners and
GoT shall be authorized to represent their respective governments/agencies and shall
be fully authorized to approve strategies and activities to receive basket support.

8. The MOHSW and PMORALG will have the overall responsibility for the
.implementation of the programme.

C. Contributions and Obligations of the Development Partners

. 9. The Development Partners will, subject to consideration of need (as indicated in the
MTEFs of MOHSW, PMORALG and the Comprehensive Council Plans of all
Councils) and each Development Partner’s ability, specify annual commitments to the
pooled fund within the Side Agreement”.

10. The Development Partners will indicate at the JAHSR the likely amounts available to
finance the pooled account in the subsequent year in order to inform the development
of the health sector MTEFs.

11. Once the criteria (as described in paragraph 21) are met, the DPs will disburse as
" . early as possible in the fiscal year their total annual commitments to the designated
US Dollar Holding Account at the Bank of Tanzania.

12. Prior to a decision to withhold anticipated disbursements into the US Dollar Holding
Account, the Development Partners will consult with the BFC with a view to
resolving concerns.

13. The common review process (JAHSR, SWAp meeting, BFC meeting, draft MTEFs
consultation) is intended to satisfy the review and monitoring requirements of
individual Development Partners. This review will be inclusive and Partners will
avoid requesting any parallel and/or additional reviews of their contribution to the
basket.

14. The Donors will establish bilateral arrangements/agreements that are compatible with
the spirit and provisions of this MOU and will refrain from setting conditions in the
bilateral arrangements/agreements which contradict or diverge from the spirit or the
provisions of this MOU. If there is any inconsistency or contradiction between the
terms and conditions of this MOU and any of the bilateral arrangements/agreements,
the provisions of the bilateral arrangements/agreements will prevail. In so far as

? The Side Agreement is made and signed yearly by the Basket Partners. It defines the
priorities for the year to come, the level of contribution by the DPs, as well as possible
amendments to the MOU.
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specific provisions of a bilateral arrangement/agreement deviate from the MOU, the
Donor concerned will inform the other Donors thereof, by supplying a copy of it to
each other Donor, specifying the provision(s) concerned.

D. Contributions and Obligations of the Government of Tanzania

15. The GoT, through the Ministry of Finance, MOHSW and PMORALG will make all
reasonable efforts to facilitate the successful implementation of the HSSP and will:

a.
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charge the HSRS to organise and convene the annual BFC meeting and to
ensure that the BFC requirements as described in paragraph 21 are
incorporated to the JAHSR and SWAp meeting;

convene an annual meeting between the Minister of Health and the
Development Partners financing the health basket for the purpose of
discussing the continually evolving role and purpose of the Basket Fund, and
its position among the other aid modalities in the health sector;

annually conduct a health sector public expenditure review;

make commitments to the health sector that are consistent with the
MKUKUTA and the Sector’s demonstrated capacity to perform;

contribute adequate financing to the Programme per the MTEFs of both
MOHSW and PMORALG, and the Comprehensive Council Health Plans of
all Councils in the Country;

have the overall responsibility for the planning, administration and
implementation of the Programme, including procurement of all categories of
goods, works and services made available through the pooled financing;
sustain investments supported through the pooled financing, including the
maintenance of building and equipment and the utilization of studies,
consultancies and capacity building;

ensure that development partner financing is reflected in the plans and budgets
of the GoT, and that the pooled financing is managed in accordance with the
implementation arrangements described below;

defray any custom duties, and other taxes, fees and levies to the extent
possible on all equipment, materials and supplies financed by the grants and
purchased for the benefit of the programme.

ensure the availability of sufficiently qualified personnel, including at LGA
level, that may be required for the successful implementation of the
Programme;

grant all necessary permits, including work permits for consultants, import
licenses and foreign exchange permissions that may be required to implement
the Programme, and are financed under the pooled funds; and

promptly inform the Development Partners of any condition (including theft
or misuse of funds) which interferes or threatens to interfere with the
successful implementation of the Programme.
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E. Implementation Arrangements

16.

17.

18.

19.

20.
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Partners will continue working towards strengthening and utilizing Government
systems including planning and budgeting arrangements, mechanisms, rules and
procedures for procurement, disbursement, accounting, auditing, reporting,
monitoring and evaluation. Enhancing the Government’s management systems and
using it to implement the programme will strengthen ownership, internal capacity,
and sustainability of the Programme.

There will be three scheduled occasions to discuss BFC issues for each financial year.

I. Representatives of the GoT and DPs will hold the main annual BFC meeting the
third week of May. This meeting will review progress, and discuss specifically
> the assessment of the CCHP and RHMT plans,
> the draft procurement plan for the next fiscal year as well as the progress in
implementing planned procurement,
> the summary of income and expenditures,
> the actions taken in follow up to any and all audits of the health sector.
The Basket Partners present at this BFC meeting will also approve the disbursement
for the coming fiscal year, decide the content of the Side Agreement and sign it.

II. The JAHSR scheduled for the 1™ quarter of each fiscal year will serve as the
opportunity for the second BFC meeting, as all DPs are expected to provide
information on their financing for the coming fiscal year, and as the JAHSR is
expected to discuss priorities for the budget guidelines and CCHP guidelines. Any
proposed changes in the share of the allocation to the district health basket would
also be presented and discussed during a specific agenda item at the JAHSR.

III. The SWAp meeting scheduled early in the 3 quarter of each fiscal year will
provide the opportunity for a third BFC meeting discussing implementation
progress and budget performance. The meeting is also intended to ensure that the
minimal requirements for disbursement for the following fiscal year are met and
delays in disbursements can be avoided. The minutes of this BFC will capture
shortfalls that may need to be resolved if any.

A complete set of all documents (see paragraph 21) will be submitted one week in
advance to the BFC. If they have not been submitted, the BFC meeting will be
postponed to a later date.

Income and expenditure statements for the Holding Account will be submitted
quarterly to, and discussed in, the audit sub-committee.

The yearly approval for the release of funds from the Holding Account by the BFC
will be done before the start of the fiscal year, and be dependant upon the provision to
the BFC of the following documents/reports throughout the year:
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a. Health Sector Performance Report (for the prior fiscal year®)
b. CAG Audit of the Health Sector (for the prior fiscal year)

Summary and analysis of CCH plans for the upcoming fiscal year & reports of the
previous fiscal year

d. Summary and analysis of RHMT plans for the upcoming fiscal year & reports for
the previous fiscal year

e. Summary of consultations held on the Budget Guidelines and draft MTEF of
MOHSW & PMO-RALG

f.  Quarterly progress report on procurement

g. Summary of the total income and expenditure of the health sector (MoHSW,
PMO RALG, LGAs) twice a year (at the SWAp meeting and JAHSR).

h. The regular submission of the financial statement of the Holding Account

" Reports on the Council Basket and RHMT

21. With the assistance of the RHMT, the Regional Secretariat will ensure the quality of
the submitted Comprehensive Council Health Plans and Reports through technical
backstopping and logistic support.

22. The MOHSW will submit to the BFC for review a summary and analysis of the
Comprehensive Council Health Plans for the on-going fiscal year, as well as a
summarised performance against objective analysis of CCHP implementation for the
previous fiscal year.

23. PMO RALG and the MOHSW will submit to the BFC for review a summary and
analysis of the Regional Health Management Team plans for the on-going fiscal year,
as well as a summarised performance against objective analysis of RHMT plans

- implementation for the previous fiscal year.

Financial Management

24. The release of funds from the US Dollar Holding Account to the Exchequer will be in
accordance with GoT disbursement mechanisms.

25. The US Dollar Holding Account will be used exclusively to finance agreed basket
activities in the health sector programme. Funds are released from the Holding
Account to the Exchequer, based upon quarterly cash flow requirements, and released
directly to their destination from there.

26. Accounts for the Programme will be maintained in accordance with the
Comprehensive Council Health Plan Guidelines (Annex 3) and GoT Financial
Regulations and the Local Government Financial Regulations.

3 For example, the Health Sector Performance Report for the FY 2007-2008 is expected
in June 2009.
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27. The annual audits of the Health Sector (MOHSW, PMO RALG, Councils) by the
Controller and Auditor General will be made available to the Basket Partners within
14 days of the official release of the report.

28. The Audit Sub-Committee meets quarterly, is chaired by the Government, and
includes representatives of the BFC. This Sub-Committee is responsible for analysing
the CAG Audit report, discussing the follow up measures, monitoring their
implementation and proposing special targeted audits (Terms of Reference of the

. Audit Sub-Committee are attached as Annex 4). The quarterly income and
expenditure statements as well as the quarterly progress reports on procurement are
presented to and discussed by the Audit Sub-Committee. The Audit Sub-Committee
reports to the Technical Committee of the SWAp.

29. The MOHSW and PMORALG will report at the BFC meeting on progress of actions
taken to correct anomalies and to address audit queries. When a particular risk has
been identified, a development partner in the BFC through the Secretariat may
request that a special audit be conducted. To proceed, the BFC would have to endorse
such a request and agree upon the financing. The results of all such audits will be
made available to the Government and other development partners.

30. Any contribution that would remain unexpended after termination of this MoU shall
be refunded to each Donor in proportion to its contribution unless otherwise agreed in
the BFC.

Procurement

31. During the May BFC meeting, the Government will provide the Development
Partners, for their review, a draft annual procurement plan, which will include on-
going contracts rolling into the following year, and detailed procurement plans for the
following year based on the draft MTEF of the MOHSW (including for all
institutions receiving funds). The Audit Sub- Committee will review the final annual
procurement plan by end of August of each year.

32. During implementation of the Procurement Plan, the Government will provide the
Audit Sub-Committee with quarterly procurement monitoring reports concerning
progress in implementation of the Procurement Plan and identify any contracts that
were not included in the approved Procurement Plan. The Government and Partners
will provide information to other Partners concerning the award of contracts and
appointment of consultants, and any material modifications of the terms and
conditions of such contracts after their award.

33. The Government and the Partners have agreed that all procurement above US$
2,000,000 equivalent for civil works, and US$ 500,000 equivalent for goods will be
conducted using international competitive bidding (“ICB”), as set forth in the
“Guidelines for Procurement under IBRD Loans and IDA Credits” dated May 2004;
revised October 1, 2006 . For consultancy contracts expected to cost above US$
200,000, consultants will be recruited under procedures set forth in “Guidelines:
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34.

35.

36.

37.

38.

39.

40.
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Selection and Employment of Consultants by World Bank Borrowers” dated May
2004; revised October 1, 2006.

With respect to each contract for goods or works to be procured using ICB, the
procedures regarding prior review set forth in paragraphs 2 and 3 of Appendix 1 to
the Guidelines for Procurement will apply. With respect to each contract for the
employment of consulting firms estimated to cost the equivalent of US$ 200,000 or
more, the procedures regarding prior review set forth in paragraphs 2, 3 and 5 of
Appendix 1 to the Guidelines for Selection of Consultants will apply.

All non ICB contracts (less than US$ 2,000,000 equivalent for civil works and US$
500,000 equivalent for goods and non-consultancy services) and consultancy
contracts expected to cost less than that US$ 200,000 shall be awarded in accordance
with provisions of the Public Procurement Act (PPA) of 2004 and the Public
Procurement Regulations (PPR) effective since May 1, 2005.

The GoT and Development Partners participating in the pooled financing have agreed
to implement an action plan for the strengthening of the Procurement Management
Unit of the Ministry of Health and Social Welfare, and will reconsider the
procurement procedures and thresholds annually.

When particular risks have been identified, any development partner may through the
Secretariat request that a special procurement audit be conducted or may conduct post
review of any specific procurement which has been reasonably questioned. The
Government or Development Partner conducting such audit or review will provide
the BFC members with the results.

Annually, post reviews or targeted audits may be undertaken, and the Government
will share the findings and proposed follow-up actions with all Development Partners
in the health sector. The response to audit/review findings will be a standing item on
the agenda of the audit sub-committee and the results and action taken.

If cases of misprocurement occur, each Development Partner may take the action
established in its own guidelines and any DP may decide, after consulting with the
other DPs, whether to cancel from its respective financing an amount equivalent to
the contract amount multiplied by its percentage participation in the Basket. The other
Development Partners will make the same determination in respect of their financing
of the same contract.

. Amendment of MOU

This MOU may be amended at any time upon written agreement of all the parties
hereto. Amendments may be reflected in the annual Side Agreement or through
agreed minutes of BFC meeting signed by all Basket Partners.
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G. Entry into effect and duration

41. This MOU will come into effect after it has been duly signed by all the parties hereto,
and shall remain in effect from July 1, 2008 through June 30, 2015, unless extended
by agreement in writing by the parties hereto.

H. Admission of New Development Partners

42. New Development Partners may join this MOU if they are prepared to provide part or
all of their financing for the sector through the basket under these established terms
and procedures.

I. Withdrawal from the MOU

_43. Any Development Partner and Government hereto, following consultation with the

other parties to this MOU, may terminate its participation in this MOU by written
notice to the other parties hereto at any time.

J.-Corruption

44. The Signatories will cooperate on preventing corruption within and through the
programme financed by Development Partners, and will require that the Ministry’s
staff and consultants under projects or programmes financed by Development
Partners refrain from offering third parties, or seeking, accepting or being promised
by third parties, for themselves or for any other party, any gift, remuneration,
compensation or benefit of any kind whatsoever, which could be interpreted as an
illegal or corrupt practice. The Signatories will take swift legal action to stop,
investigate and prosecute in accordance with applicable law any person suspected of
misuse of resources or corruption.

45. The Signatories will promptly inform each other of any instances of corruption as
referred to in this paragraph and of the measures taken as referred to in the previous
sub-paragraph.

K. Dispute Settlement
46. If any dispute arises between the Signatories as to the interpretation, application or

implementation of this JFA, they will consult each other in order to reach an amicable
solution
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Gray Mgonja, Permanent Secretary
Ministry of Finance and Economic Affairs

" ¥l

Anne Barrington, Ambassador

Irish Aid
s
/
Janet Siddall, Bigh Commissioner
Canadian Commission

}. Bffrne H. Sorghsen, Ambassador

Royal Danish Embassy

N e

Angela Tormin, Senior Programme Manager, KfW
German Development Cooperation
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