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A.1.D. Project 518-0015
A.I.D. Loan 518-U-040

LOAN AND GRANT ACREEMENT (THE "AGREEMENT") BETWEEN THE STATE OF
ECUADOR ("BORROWER'), ACTING THROUGH THE MINISTRY OF FINANCE
("MINISTRY"), THE MINISTRY OF FOREIGN AFFAIRS AND THE MINISTRY
OF PUBLIC HEALTH; AND THE GOVERNMENT OF THE UNITED STATES OF
AMERICA, ACTING THROUGH THE AGENCY FOR INTERNATIONAL DEVELOPMENT
("A.I.D.").,

Article 1: The Agreement

The purpose of this Agreement is to sat out the under-
standings of the parties named above ("Parties") with respect to
the undertaking by the Parties of the project described in
Section 2.1. (the "Project'") and the financing of the Project by
the Parties.

Article 2: The Project

e

SECTION 2.1. PDlafinition of Project

The Project, which is further described in Annex 1, con-
sists of cooperating with the Borrower in its program of devel-
oping an Integrated Rural Health belivery System model by (i)
assicting Borrower efforts to strengthen its institutional capa-
bilities to plan, manage and evalualte an integrated rural health
delivery system, (ii) carrying out primary health care, water
supply/sanitation and nutrition improvement activities in three
Tntegrated Rural Development (IRD) arcas to demonstrate the
effectiveness of the model and (i1ii1) introducing small scale
replication activitics into other IRD areas.

Avnex 1, attached, amplifics the definition of the Project
contained in Scction 2.1. Within the limits of the definition of
the Project in Section 2.1., elements of the amplified descrip-
tion stated in Annex 1 may be chanped by written agrecwent of the
authorized represcentatives of the Parties named in Scction 9.2.,
without formal amendment of the Agreement. Annex 1 identifics
those clements of the Project which are Grant- financed, and
those which are Loan- financed.



SECTION 2.2, Incremental Nature of Project

(a) A.I.D.'s contribution to the Project will be provided
in increments, the initial one being made available in accord-
ance with Scction 3.1. of this Agrecment. Subsequent increments
will be subjcct to availability of funds to A.I.D. for this pur-
pose, and to the mutual agrcement of the Parties to procced at
the time of a subsequent increment.

(b) Within the overall Project Assistance Completion Date
as defined in Section 3.3. of this Agrcement, A.I.D., based upon
consultation with the Borrower, may specify in Project Implemen-—
tation Letters appropriate time periods for the utilization of
funds provided by A.I.D: under an individual increment of assist-
ance.

Article 3: Tinancing

SECTION 3.1. The Grant; the Loan

To assist the Borrower to meet the costs of carrying out
the Project, A.T.D., pursuant to the Forecign Assistance Act of
1961, as amended, agrees to grant to the Borrower under the
terms of this Agreement not to exceed two hundred thousand
United States Dollars (US$200,000) (the "Grant'), and to lend to
the Borrower under the terms of this Agreement not to exceed
four million cight hundred thousand United States Dollars
(US$4,800,000) (the "Loan'"). Subscquent increments up to a
total life of project grant amount of seven hundred and fifty
thousand United States Dollars (US$750,000) and up to a total
life of project loan amount of six million United States Dollars
(UsS$6,000,000), wmay be made available under the terms and condi-
tions set out in Section 2.2. The ageregate amount of disburse-
ments under the Loan contitutes the principal of the Loan.

The Loan may be used to finance foreign exchange costs (as
defincd in Section 7.1.) and local currcency costs (as defined in
Section 7.2.) of goods and services required for the Project.
The Grant may be used to finance Local Currency costs (as de-
fined in Scction 7.2.) and U.S. Dollar costs (as defined in
Section 7.3.) of, goods and services raquired for the Project.

SECTTON 3.2. Borrower Resources for the Project

(a) 7The Borrower agrees to provide or cause to be pro-
vided for the Project all funds, in addition to the Loan and
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Grant, and all other resources reasonably requirod to carry out
the Project effectively and in a timely manner, in accordance
with the objectives of this Agrecement,

(b) The resources provided by the Borrower for the
Project will be not less than the equivalent of US$7.0 million

including costs borne on an 'in-kiud" basis.

SECTION 3.3, Project Assistance Complelion Datc

(a) The Project Assistance Completion Date ('"PACD'"),
which is September 30, 1986, or such other date as the Parties
may agrce Lo in writing, 1s the date by which the Parties esti-
mate that all services financed under the Loan and Grant will
have been pevtormed and all goods financed under the Loan and
Grant will have been furnished for the Project as contemplated
in this Agrccment.

(b) FExcept as the Parties may otherwise agree in writing,
A.I.D. will not issuc or approve documentation which would au-
thorize disburscment under the Loan or Gran® for scrvices per-
formed subscequent to the PACD or for goods furnished for the
Project, as contemplated in this Agrcement, subsequent to the
PACD.

(¢c) Requests for disbursement, accompanied by nacessary
supporting documentation prescribed in Project Implementation
Letters, are to be received by A.L.D. or any bank described in
Sectioun §.1. no later than nine (9) months following the PACD,
or such other period as A.I.D. agrees to in writing. After such
period, A.L.D., giving notice in writing to the Borrower, may at
any time or times veduce the amount of the Loan or Grant by all
or auy part theveof for which requests for disburscments, accom—
panicd by necessary supporting documentation prescribed in Pro-
ject Implementation Letters, were not received before the expira-
tion date of said period.

Article 4: lLoan Torms

SECTION 4.1. Jnterest

The Borrover will pay to A.T.D. interest on the lLoan which
will accrue at the rate of two percent (21) per annum for ten

(10) years following the date of the first disbursement of the
Loan wercunder and at the rate of three perceut (3%) per annum



thercafter on the outstanding balance of principal. Without
limiting any other right or obligation under this Agreement, the
Borrower agreces to compensate A.I.D. in the event that the
Borrower is delinquent on any payment due under the Loan. Such
componsation shall be calculated at the rate of three percent
(37) per annum on such delinquent payment. [nterest ou the out-
standing principal balance will accrue from the date (as defined
in Section 8.5.) of cach respective dishursement, and will be
payable semiannually. The [irst paymeut of interest will be due
and payable no later than six (6) months after the first dis-
bursement of the Loan hereunder, on a “ate to be specified by
A.T.D.

SECTTON 4.2. Repayment

The Borrower will repay the principal to A.I.D. within
twenty-five (25) years from the date of the first disbursement
of the Loan in thirty-one (31) approximately equal semi-annual
installwments of principal and interest. The first installment
of principal will be payable nine and one-half (9 1/2) years
after the date on which the first interest payment is due in
accordance with Scction 4.1. A.I.D. will provide Eeuador with
an amortization schedule in accordance with this Scction after
the final disbursement under the Loan.

SECTION 4.3. Application, Currency, and Place of Payment

All payments of interest and principal hereunder will be
made in U.S. Dollars and will be applied first to the payment of
interest due and then to the repayment of principal, FExcept as
A.I.D. may otherwise specify in writing, payments will be made
to the Controller, Office of TFinancial Management, Agency for
International bPevelopment, Washington, D.C., 20523, U.S.A. and
will be deemed made when received by such office.

SECTION 4.4, Prepayment

Upon payment of all interest and any refunds then due, the
Borvower may prepay, without penalty, all or any part of the
principal. Unless AJT.D. otherwise agrees in writing, any such
prepayment will be applied to the installments of principal in
the inverse order of their maturity,

SECTION 4.5, Renepotiation of Terms

(a) The Borrower and A.1.D. agrec to negotiate, at such
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time or times as cither may request, an acceleration of the re-
payment of the Loan in the event that therc is any significant
and continuing improvement in the internal and external economic
and financial position and prospects of the Borrower, which
enable the Borrower to repay principal and interest on a
different schedule.

(b) Any request by either Party to the other to so nego-
tiatc will be made pursuant to Scction 9.2., and will give the
name and address ol the person or persons who will represent the
requesting Parly in such negotiations.

(c) Within thirty (30) days after delivery of a request
to negotiate, the requested Party will communicate to the other,
pursuant to Scction ¢.2., the name and address of the person or
persons who will represent the requested Party in such negotia-
tions.

(d) The representatives of the Parties will meet to carry
on negotiations no later than thirty (30) days after delivery of
the requested Party's communication under sub-section (c). The
negotiations will take place at a location mutually agreed upon
by the rveprescntatives of the Parties; providad that, in the
absence of mutual agrecment, the negotiations will take place at
the Office of the Ministry of Finance in Quito, Ecuador.

SECTION 4.6. Termination on Full Payment

~Upon payment in full of the principal and any accrued in-
terest, this Agreement and all obligations of the Borrvower and
AT.D. relating to the provisions of this Apreement will termi-
nate, cxcept for any obligatiens under Section B.3. or D.6. of
Aunex 2, with respect to Grant funds.,

Article 5: Conditions Precrdent to Disburscment

SECTION 5.1.  Conditions Precedent to Initial Digbursement

Priov to the Tirst disbursement of the Loan or Grant, or
to the issuance by AJT.D. of documentation pursuant to which dis-
bursements will be made, the Borrower wili, except as the Parties
may othervise asree tn writing, furaish to A.I.D. in form and
sultstance satistactory to ALT.D.:



(a) A lepal opinion of the Attorney General of the State
to the cffect that this Agreement has been duly authorized and/
or ratified by, and exccuted on behalf of the Borrower, and
that it constitutes a valid and legally binding obligation of
the Borvower in accordance with all of its terms; and

(b) A statement of the name of the person for the
RBorrower holding or acting in the office specified in Section
9.2., and of any additional representatives, together with a
specimen signature of each person specificd in such statement.

SECTION 5.2. Conditions Precedent to Disbursement for

Water and Sanitation Field Activities to he
Tmplemented by the Fouadorian Tostitute of
Sanitary Works

Prior to any disburscment under the Loan, or Lhe issuance
by A.1.D. of documentatioen pursuant to which disbursement will

be made, to finance thosc water ' supply and sanitation (WS/S)
ficld activities to be carried out by the Ecuadorian Institute
of Sanitary Works (1F0S), except for the: procurement of vehicles
and imported equipment, the Borrower shall, c¢xcepl as the Partics
may otherwise agree in writing, furnish, in form and substance
satisliacrorv to A, T.D.:

(a) an cxecuted agreement between TEO0S and the Integrated
Rural Development Seeretariat (IRDS) describing a coordination
and disbursement mechanism;

(b) a first year opecrational plan for carrying out such
field activitics;

(¢) evidence of the establishment of a Rural Water Supply
and Sanitation coordination unit within IE0S; and

(d) cevidence that paraprofessional personnel will be
incorporated into the provincial dircectorates of Cotopaxi and
Chimborazo Provinces.

SECTION 5.3. Conditions Precedent to Disbursement for
Primary Health Care dcvivitio in IRD
) Projects (o be Juplemented by the Ministry

of Health

Prior to any disbursenent under the Loan or the issuance
by A.T.D. of documentation pursuant to which disborsement will



be made, to finance those primary health care field activities

in cach IRD are to be carriced out by the Ministry of Health
(MOH), except for the procurement of vehicles and imported equip-
ment, the Borrower shall, except as the Parties may otherwise
agree in writing, furnish, in form and substance satisfactory to
A.T.D.:

(a) an agreement between the MOU and the IRDS describing
a coordination and disbursement mechanisug

(b) a first ycar operational plan for carrying out such
field activiticsy and

(¢) evidence that there has been designated and estab-
lished for ecach such TRD arca the position of arca health chief
and that an individual has been selected for cach such positien.

SECTION 5.4, Conﬂ_i._r_iqn___]f_x}_-_c_g_(lonr.__i'o Dishursement for Food

and Hutrition Activities of the Intesrated
Rural Developuent Sccrctariat

Prior te any disbursement uvnder the Loan or Grant, or the
issuance by A,1.D. of documentation pursuant to which disburse-
ment will be made, to {finance food and nulrition activities of
the Integrated Rural Development Secretariat (IRDS), which may
be carricd out by dits Project Implemeuntation Units, other than
for technical assistance and training, the Borrower shall,
exceopt as the Partics may otherwise agree in writing, furnish,
in form and substance satisfactory to A,T.D., sclection criteria
for the TRDS foad and nutrition activities and a work plan and a
budget for cach such activity to be [inanced.

SECTTON 5.5. MNotification of Meeting Conditions Precedent

Vhen the conditions precedent specified in Section 5.1.,
5.2., 5.3., and 5.4. have been satisfactorily met, A.I.D. will

promptly notify rhe Borrowver.

SECTION 5.6. :lll:rminn] Dates for Conditions Precedent

(a) 1€ all conditions specifiod in Section 5.1. have not
been met within 90 days [rom the date of this Apgrecement, or such
later date as A 1.D0 wmay agree to in writing, AJT.D., at its
option, may terminate this Agprecment by written notice to the
Borrower.



(b) If all conditions specified in Section 5.2. and 5.3.
have not been met within 180 days from the date of this Agrece-
ment, or such later date as A.I.D. may agree to in writing,
A.I.D., at its aption, may cancel the then undisbursed balances
of the Loan and Grant, to the cxtent not irrecvocably committed
to third parties, and may terminate this Apreement by written
notice to the Borrower. 1In the event of such termination the
Borrower will repay ilamediately the principal then outstanding
and any accrued interest.

Article 6: Special Covenants

SECTION 6.1. Project Evaluation

The parties agree to establish an evaluation program as
part of the Project. Except as the Parties otherwise agree in
writing, the program will include, during the implementation of
the Project and at one or more, points thereafter:

(a) LEvaluation of progress toward attaiument of the
objectives ol the Project;

(b) 1Identification and evaluation of problem arecas or
constraints which may iuhibit such attainment;

(c) Assessment of how such information may be used to
help overcome such problews; and

(d) Evaluation, to the degree fecasible, of the overall
development impact of the Project.

SECTION 6.2. QP01%1tionn] Plans

The Borrower shall covenant that, unless the Parties other-
wise agree in writing, it will cause the 1EOS and the MOHU, re-
spectively, to update, on at least an annual basis, the opera-
tional plans reforved to in Sections 5.2. and 5.3. of this Agrec-

ment.

SECTION 6.3. Additional Personncl

The Borrower covenants that unless the Partics otherwise
agree in writing, it shall provide such personnel additional to
those currently cmployed as may be necessary to carry out the
Project effcetively.



SECTION 6.4. Long-term Training

The Borrower shall covenant that, unless the Parties other-

"wise agree in writing, government officials who receive long-
term training shall be assigned positions of responsibility com-—
mensurate with their training. It shall further covenant that
TEOS employees will work in activities related to rural water

and sanitation amd that Ministry of Health employees shall work
in activities related to primary health care for a period at
least twice as long as their training.

SECTION 6.5. Water and Sanitation Activities in Jipijapa

The Borrower shall covenant that, unless the Parties other-
wise agree in writing, I1EOS will enter into arrangements with
those local and regioral governmental authorities which may
implement rural water and sanitation activities in the Canton of
Jipijapa about the provision of technical support and the use of
paraprofessional personnel, maintenance units and vehicles and
cquipnent financed by the Project and assigned to the IEOS pro-
vincial dirvectorate in Manabi. :

SECTION 6.6. Continucd Funding of Project Activities

The Borrower covenants that, except as the Parties may
otherwise agrce in writing, it will provide continuing funding
of project activities a period of at least five years after the
Project Assistance Completion Date.

Article 7: Procurement Source

SECTION 7.1. Toreign Exchange Costs (Loan)

Disbursements under the Loan pursuant to Section S.1. will
be used exclusively to finance the costs of goods and services
requived for the Project having their source and origin in coun-
tries included in Code 941 of the A.T.D. Geographic Code Book as
in ceffect at the time orders are placed or contracts centered
into for such goods and services (M"Foreign Exchange Costs'),
excopt as AJT.D. may otherwise agree in writing, and except as
provided in Amex 2 (Standard Provisions Annex) Section C.1.(b)
with respect to marine insurance.  Ocean shipping {inanced by
A.T.D. under the Loan shall be financed only on flag vessels of
the United States, Leuador or countries included in AL1.D.
Geographic Code 941, except as A.1.D. may otherwise apree in
writing.



SECTION 7.2. local Currency Costs (Loan and Grant)

Disbursements under the Loan and Grant pursuant to Section
8.2. will be used exclusively to finance the costs of goods and
services required for the Project having theilr source and, ex-
cept as A.I.D. way otherwise agree in writing, their origin in
Ecuador ("Local Currency Costs"),

SECTION 7.3. U.S. Dellar Costs (Grant)

Disbursements under the Grant pursuant to Section 8.1. will
be used exclusively to finance the costs of goods and services
required for the Project having their source and origin in coun-—
trics included in Code 000 of the A.1.D. Geographic Code Book as
in effect at the time orders are ;'aced or contracts entered
into for such goods and services ('"U.S. NDollar Costs'), except
as A.T.D. may otherwise aprec in writing. Ocean shipping fi-
nanced by A.I.D. under the Grant shall be finaonced only on flag
vessels of the United States, axcept as A.l.D. may otherwise
agree in writing.

Avticle &: Disbursements

SECTION 8.1. Disbursement for Foreign Exchange and U.S.

bDollar Costs (Loan and Grant)

(a) Afrer satisfaction of conditions precedent, the
Borrower may obtain disburscments of funds under the loan or
Grant for foreiyn exchange and U.S. Doller Costs of goods and
services required for the Project in accordance with the terms
of this Agreement, by such of the following methods as may be
mutually agreed upon: (1) by submitting to A.1.D., with naces-—
sary supporting documentation as prescribed in Project Tamplemen-
tation Letters, (A) requests for reimburscment for such goods or
services, or (B) requests for AJI.D. to procure commoditics or
services on behalfl of the Borvower for the Project; or (2) by
requesting A.l.D. to issue Letters of Commitment for specified
amounts (A) to one or wmore U.S, banks, satislactory to AJ1.D,,
committing A.T.D. to reimburse such bank or banks for pavments
by them to contvactors or suppliers, under Tetters of Crodit or
otherwise, for.such poods or services, ov (B) directly to one or
more contractors or supplicrs, comuitting A.1.D. to pay such
contractors or supplivrs for such goods or services.
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(b) Banking charges incurred by the Borrower in connec-
tion with Letters of Commitment and Letters of Credit will be
financed under the Loan or the CGrant unless the Borrower in-
structs A.1.D. in advance to the contrary.

SECTION 8.2, Disbursement for Local Currency Costs (Loan
and Crant)

(a) After satisfaction of conditions precedent, the
Borrvower may obLain disbursement of funds under the Loan or
Grant, for local currency costs requived for the Project in
accordance with the terms of this Agreement, by submitting :o
A.T.D., with necessary supporting documentation as prescribed in
Project Tmplementation Letters, requests Lo [inance such costs.

(b)Y 7the local currency nceded for such disbursement here-
under mway be obtained by acquisition by A.1.D. with U.S. Dollars
by purchasc,

SECTION §.3. Other Foirms of Disbursement

Disbursements of the Loan or the Grant may also be made
through sioh ~gher legal means as the parties may agree to 1in
writing.

SECTION 8.4. QRate of Ixchange

ixcept as may be wmore specifically provided under Section
8.2., il funds provided under the Lean or the Grant are intro-
duced into Ecuador by AJT.D., or any public or private entity
for purposcs of carrying out obligaltious of A.I.D. hereunder,
the Borrower will make such legal arransements as may be
necessary so that such funds may be converted into local cur-
rency throvgh the Ceatral Bank of Fcuador, at the official rate
of exchangye.

SECTION 8.5, Date of Disbhbursement

Disbursements of the Loan and Grant by A.T.D. will be

decmed to occur:

() On the date on which AL1L.D, makes a disbursement to
the Borrower or its designee, or to a bank, contractor or sup-
Lier pursuant to o Letter of Commitment, Tetter of Credit,
Contract or Purchase Ordor;



(b) On the date on which A.I.D. disburses to the Borrower
or its designee local currency acquired in accordance with
Section 8.2. (b); or

(c) TIn the case of dishursements pursuant to Section 8.3.,

on the date specified in the other form of disbursement docu-
ments,.

Article 9: Miscellancous

SECTION 9.1. Communications

Any notice, request, document or other communication sub-
mitted by cither party Lo the other under this Agrecement will be
in writing or by telegram or cable, and will be deemed duly given
or sent when delivered to such party to the following address:

To the Borrower:

Mail Address: Ministerio de Finanzas y Credito Publico
Quito, Ecuador

Cable Address: Ministerio de Finanzas y Credito Publico
Quito, Ecuador

To A.1.D.:

Mail Address: United States AID Mission to Ecuador
Edificio Computec
Av. Colombia 1573 y Quescras del Medio
Quitoe, Kcuador

Cable Address:  USALD,
Quito, Ecuador

A1l such communications will be in Fnplish or Spanish.
Other addresses wmay he substituted for the above upon the giving
of prior notice.



SECTION 9.2. Representatives

For all purposes relevant to this Aprcement, the Porrower
will be represented by the Minister of Finance or his designec,
and A.I.D. will be represented by the official holding or acting
in the office of the AJT.D. Director, cach of whom by written
notices may designate additional representatives for all pur-
poses other than exercising the power under Scetion 2.1, to
revise elements of the amplificed description in Annex 1.  The
names of the represcatatives of the Borrower, with specimen sig-
natures, will be provided to A.T1.D. which may accept as duly
authorized any instrument signed by such representatives in
taplementation of this Agreement, until receipt of written
notice of revocation of their authority.

SECTION 9.3. Standard Provisions Annex

A combined Loan and Grant Standard Provisions Annex (Annex
2) is attached to and forms part of this Agrecment.,
1

SECTION 9.4. Languare of Anrcement

This Agreement is executed in both the English and Spanish

langunres,
SECTION 9.5. Hilateral Aprecment

This Acrcement is further subiject to the terms of the
following Bilateral Agreement, as wmodified and supplemented:
YGENERAL ACGREEMENT FOR ECONOMIC, TECHNTICAL AND RELATED
ASSTISTANCE BETWREEN THE GOVERNMENT OF THE UNTITED STATES OF
AMERTCA AND THE GOVERNMERT OF THIS REPUBLIC OF ECUADOR," sianed
on April 17, 1962, and published in the Official Reaister No.
143, dated April 27, 1962, More specifically, reflerence is made
to Article VI-3 of such Bilateral Agreement, dealing with the
furnishing and the receipt of the assistance.
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IN WITHESS WHERLOF, the State of Ecuador and the Covernment
of the United States of America, cach acting through its duly
authorized rvepresentatives, have caused thxs Apreement to be
signed in their names and delivered on September,) ], 1981,

STATE OF LCUADOR UNITED STATES OF AMERICA

< ol

{r,’;‘,"" - H

e HECN l
FLi L L“ ) /47 /,4 el /*’

wee GNP N N AR

Lcon. I russ ?i'f'z(l L }1. Jotnl A Sanbraiio
TITLE: Agtiing Pfhkslcr of Finance '"TI'fL):: A.1.D. Divector

—~ \Q in Ecuador

'Er‘-—- —"-: et —D.—_’:JL zf,/:f.,..{:_,ﬁ.-/r‘:;'liw

Dr. Alfonso barrera Valverde
TITLE: Minister of Foveign Affairs

| A """‘“—-.‘
/7 C/J - .«/ __) )4 A
Py _,/ /" ‘:‘,, ool G4
BY. /:‘_; S ¢
\_:'__._A i ey  aaeaatorhds B SEC LS Y
Dy, ;~lnx./AL.

: »h{f:;l Cocllo
TITLE: Minister of Puh1L>/ﬁLdlth
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FIRMA DEL CONVENTO DE CREDITO Y FONDOS NO REFMBOLSABLES

PARA_TL SISTIMA DE SERVICIOS DE SALUD RURAL THTEGKAL

ENTEEL FL LSTADO LCUATORIARO Y LA AGENCTA VARA EI DESA-
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ANNEX 1

PROJECT DESCRTPTION

I. Project Goal, Purposc and Stralegy

The project's over-all poal is to improve the health of
Ecuador's rural poor. The purpose of the project is to devclop
a model for a low cost health care delivery system which will be
implemented in three Integrated Rural Developument Projects and
which can be replicated on a natiou-wide basis, The model will
be bascd on an arca (sub-provincial) integrated scrvices delivery
system supported by a strengthencd institutional capacity at the
provincial and national levels. Specifically it will:

~lmprove existing health scrvices delivery and provide
new, integrated health services in high priorvity rural
areas. '

~Improve the utilization of lower cost primary health care
services through promotion and through increased demand.

~Rationalize haalth service delivery by coordinating cfforts
of health services institutions within peographic arcas.

~Facilitate extension of rural water and sanitation scrvices
through the use of appropriate low cost technologics.

~Incorporate nutrition concerns in health program design and
implementation,

~Decentralize decision-making vesponsibility for health
programs and facvilitate community participation in the
decision making and implementation process.

At the area level, the model consists of four major elements:

(1) Creation of a new arvea level of health managsemsnt which

will yesult in the posting of an arca health chief
(coordinator) who will be responsible for managing
healtir activities in his area in close technical and
administrative coordination with the respeective IRD
Project lmplementation Unit.
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(2) Expanded Primary Care with emphasis on priority pro-
grams which have increased community participation in
the desipgn and delivery of sorvices and which utilize
comnunity based paramedical personnel.

(3) Water supply and sanitat-on projects which extend cover-
age to the population not curvently covered.

supplementary feeding programs and activities to
increase the availability of basic foods.

(4) HNurrition activities designed to carry out effective

The project stratepy is to support the development and imple-
mentation of the model of the integrated rural health delivery
system by:  screnpthening the capabilities of Leuadorean govern-
mental institutions to plan, manage, support and replicate the
model at the arca, provincial and national level and to carry
out primary hcalth care, including water supply/sanitation and
nutrition ilmprovement activities in three Integrated Rural Devel-
opment (IRD) projects, Quimiag-Penipe, Salcedo and Jipijapa.

IT. DProject Implementation Avrangoements

The following Fcuadorian governmenl institutions will imple-
ment project activities: The National lealth Council (NilC),
Ministry of Public Health (MOH), Ecuadorian Institute of Sanitarvy
Works (T10S) and the Integrated Rural Development Secretarviat
(IRDS).

Those project activities which are intended to strengthen
the capabilitics of the Ecuadorian institutions to implement the
Inteprated rural health delitvery system will be administerced
diycetly by cach of the institut ons involved.  The studies and
activities related to the field demonstration projects will be
coordinated by the IRDS and will be dmplemented jointly by the
Project Lapleacatation Units, the MO and TEOS in conformity
with interinstitutional accords between the IRDS and the itmple-
menting institutions.  The precise role and responsibilitics of
the arvea health chiels as well as their relationship te the IRD
project executing units will be defined in the operating manual
juintly developed by the MOH and the TRDS,

Loan and Crant funds as well as national counterpart funds
for jostitutional strengthening will be assipned directly to
cach iunstitution in accordance with Part A of the (inancial plan
contained in Table 1 of this Annex.
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Funding for the field activities, in accordar..e with Parts
B and C of the financial plan, including loan and aiational coun-
terpart funds, will be channelled ihrough the 1R to imple-
menting institutions i1 accordance with the inter:-astitutienal
accords established between the Integrated Rural & velopment
Secretariat and cach implementing institution and o accordance
vith the regulations of the Hattional Integrated toal Develop-
woent Fund (FORADRI).

ITI. Project Activities

A. Institurional=Strensthening Activilies

.

L. Hic

This component of the project will permit the NIC to
augment the availability of studies and current information
which will facilitate the establishment of national health poli-
cies and the coordination of interinstitutional health programs
by iuplementing specialized studies ard developing scminars and
workshops. :

2. Studics

The NilC will carvry out several studies and analy-
ses retated to key health policy concerns. DPossible studies
might include (1) the implications of the planncd extension of
coverage of the Tnstituto Feuatoviano de Sceuro Social (IESS)
including the Segaro Campesino prograum, the extension of wedical
services to new affiliates, and the incorporation of new groups
of beneficiaries, (2) the feasibility of develaping a national
drug supply system, and (3) adequate user chorees for primary
bealth core and potable water services, and (4) the feasibility
of developing and organizing a National Health System.  These
studices will be carried out by the Borrower's direct hirve and/or
contract personncl.  The NHC will also assure that the low cost
primary health care, water and sanitation technologies are prop-
crly cvaluated,

Loan Ltunds will partially finance local costs of
studies Toncluding local contractors.  Crant {funds will finance
short-term techwical specialists vhile the Nouadorian contri-
bution will be in the form of professional, secretarial and
clerical support as well as some operational costs of the
studics,



b. Scminars and Workshops

The NHC will sponsor seminars and workshops for the
faculties of Ecuador's State medical schools and scnior officials
of the MOH, TEOS and the IESS which will analyvze priority health
issues and identify appropriate ways to address them. Grant
funds will finance the participation of cxperts in the seminars
and workshops as well as obscrvational visits to health planning
and primary hcalth care activities in other countrics.

Loan funds will partially finance local costs of
the seminars and workshops. The Borrower will provide manage-
ment and logistical support for the seminars and workshops.

¢. NIC Support

The operations of the NHC will be supported by
loan funds which will finance office equipment and by a Borrower
counterpart contvibution to finance supplies, materials, equip-
ment and office space.

2. MOl :

This component of the Project will support the imple-
mentation of the Integrated Rural Health belivery System model
at the arvca (micro-regional), provincial and national levels.

a. Implementation of Model

The area health delivery system model will be
established in the Salcedo, Quimiag-Penipe, and Jipijapa IRD
projects.  An arca health chief will be appointed by the MON in
cach location and will be responsible for the following health
activitics in these arcas: (1) Formulation, implementation and
control of heelth plans and programs, including budget, ac-
cording Lo the anmual operating plans; (2) admivistration of
training courses and implementation of the continuing Madical
Education propram; (3) development and organization of general,
Eivancial and pevsonnel administration programs, according to
the nosws catablished for the Systen; (1) development, organ-
1zation and adwinistration of the sub-syvstems for {nformation,
supervision, investization, logistical supply, referval-
counter-referraly, medical awdit and other technieat=admin=~
istrative activities necessary to develop the modely and (5)
coordination of activities with the ITmplementation Unit of tho

corvesponding IRDM Project.,



The area chiefs will depend administratively on
their respective Provincial Health Dirvectors who will supervise,
evaluate, and proviie technical, logistical and administrative
support to the arca chiefs., Also, the arca chicefs will jointly
formulate operational plans, make decisions about program imple-
mentation and exercisce fiscal control with the Project Tmplemen-
tation Units; these Implementation Units will supply physical
plant, and logistical and administrative support to the arca
chiefs,

The MOH will undertake the legal and technical-
administrative actions which permit the decentralization and
del gation of funcrions to the arca chiefs so that they can
carry out theiv activitics with sufficient authority and respon-
sibility. :

Crant funds will provide approximately twelve
months of cxternal technical assistance to support development,
implementation and evaluation of the arca model,

.

Loan funds will finance contracts and related
costs (e.g. per diem) for area chiefs during the initial years
of the project on a declining basis, as well as the procurcment
of vehicles and cquipment. Borrower funds will cover arca
chicfs' salaries and velated costs on a gradually increasing
basis, social beuefits payments and vehicle operation and main-
tenance cosls,

b, Training

(1). Arca lcvel

Significant training of area personnel will
be carrvied out as part of the project. At least three area
chiclfs will receive training at the Universidad del Valle in
Cali, Colombia. Approximately thirty doctors, nurses and nurse
midwives serving in the Quimiag=Penipe, Salcedo and Jipijapa TRD
arcas and provincial level supervisory personnel will receive
practical short=term training in all aspects of mwaternal and
child health vhile approximately thivty ausiliary nurses will ro-
ceive additional training in vural health care) ten new auxiliary
nurses wili receive formal trainine.  loan funds will {inance the
participation costs of MO personnel at these courses.  Crant
funds will finance consulting services for curriculunm develop-
ment and course evaluation.  Borrower Tunding witl cover matoe-
vials prepavation costs and salarvies of trainees and trainers.
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(2). Province TLevel

Provincial level wanagement and planning
capacity will be cnhanced through training of provincial level
personnel. The training programs will include out-of-country
and in-country management training for the proviacial health
chicfs of Chimborazo, Cotopaxi, Manabi and three additional
provinces as well as short courses which emphasize administra=
tive skills for other provincial level personnel from Cotopaxi,
Chimborazo and Manabi,

Loan funds will finance out-of-country
training costs and subsistence costs for in-country training.
Grant funds will finance consulting services to design and
conduct in-country training. The Porrower will finance costs of
Fcuadorian training personncl, Lraining materials, and partici-
pant salaries during training.

(3). National Tevel

Advancaed training in health planning and
management will be provided.  Approximately six cuployees of the
MOH and two mombers of National Universities' medical faculties
will yeeceive masters level training abroad. Also execulive
scminars on health planniong and management will be conducted by
the Universidad del Valle in Colombia and in Quitoe with the par-
ticipation of public scctor officials and university medical
faculty members.  Loan funds will finance the external training
while Borrover counterpart funds will cover participant salaries
and local logistical support.

3. 1E0S

This cemponent will assist 1EOS to augment its
capacity to dwplement rural water and sanitation projects and
will ifmprove [EOS' capacity to test and apply appropriate and/or
low cost rural water and sanitation technologics.  An improved
institutional capacity Lo implement rural water and sanitat ion
activitios will be obtained (1) throuph the creation of a
national Rural Water and Sanitation Coordination Unit and (2) by
shitCing much of the vesponsibility for the design, tmplemen-
Ltation and maintenance of rural water supply and sanitation
projects to strenpgthencd provincial divectorates.

At ional Lovel Activities

The major activitics to be undertaken at the



national level are the institutionalization of the Rural Water
Supply and Sanitation Coordination Unit, and the implementation
of a training program.

(1) Rural Water Supply and Sanitation Coordination
Unit

The Coordination Unit will coordinate the plan-
ning, design, and fmplementation of all rural water and sanita-
tion proprams. This unit, which will be attached to the Exccu-
tive Director of TE0S, will expedite the design and implementa-
tion of rural prosrams throuch TEOS' exlsting structure. Tt will
also coordinate studies and tests of alternative technologics and
design modifications leading Lo cost reductions and will promote
the adoption of appropriate norms, standards, designs and tech-
nologics which will reduce costs of rural water systems.

TEOS will staff the Coordination Unit ade-
quately to cavry out the project's objectives, Tt is expected
that this staff will include a chicf, a deputy chief, an anthro-
pologist, a health educator, and/ur other professional personnel
as well as secrctarial and clerical personnel.

AJT.D. financial support for the coordination
unit will be primarily in the form of technical assistance,
studics and equipment.  Spocific activities under the project
include the exceeution of feasibility siadics and ficld trimls to
test and cvaluate specific Tow cost technologies (e.e. handpuaps,
robodevices, purification devices, sisple pour-flush toilets),
to determine the technical and cconeriic ofiicicncy as well as
their envivonnental and social acceptahility.

Loan funds will {inance local costs of the
studics and field trials (materials, supplies, contracts for
technical services and construction) and the acquisition of not
move than Cive imported utility vehicles.  Borrower counterpart
funds will finance the operation of the Coordination Unit
including staff salarics, supplivs, operating expenses, vehicle
maintenanee and per diem.  Grant funds will finance short term
consulting services of V.S, cxperts to assist in the des ion and
execution of rhe studies and ficld evaiuation of technologies.,

In addition, AJT.D. will provide the sorvices
of a sanitavy engineer expericnced in rural water supply and
sanitation programs for approximately thirty=six moaths at no
cost to Lhe Projects This advisor will work with 1505 to



prou ¢ the cffective operation of the Coordination Unit. The
advisy  2ill also assist IEOS to develop and cvaluate low per
capita cost rural water and sanitation technologics, Lo promote
the utilization of paraprofessional personnel in provincial of-
fices, and to develop technical manuals and training programs
related to the desizn, construction and maintenance of rural
water systems.  The chief of the Coordination Unit will be the
counterpiart to the advisor. 1805 will provide the advisor with
an office and seceretarial scrvices. One of the utility vehicles
will be assigned to the advisor on a full time basis.

(2) Training

Long term out-of-country and short term in-
country training activities will be carrvied out. Long term
training wvill consist of masters level eoducation for approxi-
mately four professionals, which focuses on promotion, planning,
desien, construstion and maintenance of low cost rural watoer
supply and sanitation systems.  Short term training will focus
on iuproving the skills and performance of provincial level san-
itary inspectors, health educators, prowoters, engincers and
water and sanitation svstem operators and administrative person-
nely also, training will be provided to 1505 central headquarters
statf avd to roprecontatives of athor Bovrower organizations and
private voluntary oreganizations as appropriate.  Short term
trajuinge vill focus on topics such as project administration,
comrtnity notivation and the utilization of low cost water and

sanitation technolooies,

Loan funds will be used for lone term out-of-
country training costs and to assist TEOS Lo increasce its
training cabacity in water mud sanitation by {inancing health
and sanitation cxperts, preferably Eceuadorians (individuals and
institontions), audiovisnal cquiwent and training materials, and
by covering tacal costs of training such as cransportation to
the traininy sites and per dicem while in trainioe.  Grant funds
will Cinoncse short tervn ULS. consaltants (individuals or insti-
tut tons? Lo ansist TEOS to ddentify specitfic tralaine require-
ment v, Loodevelop tratning plans ond to desipn and test traiuing
courses.  The Borrowver counterpart will cover sararies of TEOS
training perscined and participants vhile ia tratning, provision
of classvoom Facitities and tradinin wmaterials, amd a contribu-
Cion to the dTuscountry training Sumd,

he Provineial level Activities

The capability of the provie bl offices of TEOS
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in Cotopaxi, Chimborazo, and Manabi provinces to design, con-
struct, and maintain rural water systems will be increased
throupgh the provision of paraprofessional staflf, maintenance
unites, and vehicles and cquipment.  Fach of these clements will
be dwplemented in the IRD projects on a priority basis in onc or
more of the three provinces in order to test the feasibility of
their future dmplementation on o national scalc,

(1) Papaprofessional Personnel

Tn order to veduce costs of rural water and
sanitation projects paraprofessional personnel will be utilized
to carvy out many siunple design, promotion, inspection, and
supervision tasks currently carrvied out by enzmineers. At least
ten paraprofessionals will receive intensive Craining under the
projoct in the design, construction and miintenance of low cost
roral vater and sanitacion systens.  These paraprofessionals
will be incorporated into TEOS provincial directorates, IRD
Project Juaploncatation Units or regional povermmental organ-
izations which deal with rural water and sanitation in
Chimhorazo, Cotopaxi and Manabi provincoes.

(2) Maintenance Units

Maintenance wnits will be established in
Chimborazo, Cotopasi and Manabi provinces to work with local
Juntas de Agnnoand the orcanizations iavolved in vural watoer
supply in close coordinaiion with the I1RD Project Tmplementation
Units, to perform both routine and proveatative maintenance of
rural water systoems, including hand pumps.  Each of these main-
tenance units will be stalfed by a wechanic and a mechanic's
helper who will be provided with an cquipped mobile van.

(3) Lovistical Suppar

The project will provide logpistical support to
assure the officiont operation of 1EOS provincial divectorates
fanabie o Vehicles, including motor-

in Chimbovrazo, Cotopari and o
eycles Lov paraprofessionals, vans Tor maintenance units, prek-up
Crucks assigned Lo personnel working in 1RD project arcas and
carroe trucks as owell as Loposraphic, drafting, waloer-test ine,
maint enane e and audiovisual cquipaent will also be procuraed.

The Toan will be used to finance the purchase
of provineinl vehicles and cquipaent.  Crant funds will inance
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third country training for at lcast ten pavaprofessionals.
Dorrower counterpart funds will finance salary and related costs
of paraprofessional and maintenance personncel, vehicle operation
and maintenance costs.

B. Coordination, Investigation, and Technolopy Promotion

Aclivilios

1. 1RDS

a. Food Policy Studies

The IRDS will establish a task force on autrition
policy and will enter-into agrecments with Ecuadorian rescarch
dnstitutions and/or individuals to desien and conduct studics of
the relationships between prodvction, distribution and consump-
tion ratterns and nutrition in the three TRD projects.

Loan Tunds will {inance local costs of the studics
vhile Grant funds will finance consalting services.,  Grant funds
will also finance in-country and cut-of-country training for
personnel conncceted with Jutegrated Ruval Developnent Projests
refated to the nutritional aspects of rural development in an
amount not excoedins 25 000, The Favrower will finance
saleries and related costs of task force members and ofifice
space and Jogistical support for covsultants,

b Promot ion of Low Cost Technolovics

Lu order Lo rapidly discmsinate low cost rural
health, food production, wvater and canitation technolosies, loan
funds wil! bo available to finence procurcnent of desiang or
devices vhich waiy be vsed in other Intoarated Rural Developaent
Project Arcas. The Borrower counterpart will cover the costs of

tnstatlation and operation of these technologios,

20 Mon

a. Bio=Medicaly Social and Nutritional Studies

The MO thecushe the National Nutrition and Social
Moedicine Rescarch (THIIEY do o oordis don with the Project {n-
plencutation Bnits will carry out stuces in the three IRD pro-
Joeots Lo dmprove and update existing bic-medical, social and nu-
tritional intormations  The studies vill be finonced with Loan,
Grant and Borrower tunds.,



b. Opcrational Rescarch

The MOH in coordination with the Projcct Tmplemen-
tation Units will carry out process cvaluations on the implemen-
tation of the area model to determine the progress achicved in
terms of the established objectives. Thoese cevaluations will be
financed with Grant, Loan and Borvower f{unds.

1. Primary Health Carve (PHE)

This corponent will be Twplemented by the HMOH in
coordination with the Project Taplenentation Units. Tt wil)
finance a variety of primary health care interventions designoed
to provide nore affective health services, increase the demand
for health services and increasce wmeaningful community partici-
pation.  Three types of activities will be financed: a) promo-
tion of comsmunity based Primarvy Health Care Activities; b)

Cpriovity priaavy care programs and c¢) provision of nceessary
primary care infrastructure.  ‘these activities will be managed
by the area health chiefs desienated in cach of the three 1RD
areas in coordination with the Project Unit.

a. Promotion of Cowmunity Rasced PHIC Activities

(1) Health Pr(_{n‘.ntor:-i

At least 30 health promoters will be trained
and cuployed in the three IRD project areas.  These promotoers
will be recruited from the communities in which they will wvork.
They will provide health prowation and preveution as well as
Limitod sodical atvention and iirst=aid and will promote
referals to hiivher Tevel heatih facilities (1. . posts, sub=
centers). They will be adainistratively supervised and paid by
their yespective communitics but witl be technically supervised
and veoapplicd by the MOH,

Loan funds will finance promoter training and,
on a dechiniay basis, a monthly svant from the MON to lecal come
munitics vhich witl be used by the comnmunit ics Lo remuncrale
provalcva. The Borrower counterpart contribution wiltl finance
these community srants on an dfncreasing basis, assuming all costa
by the end of the project.



(2) Other Commnnity Based Primary Health Carc
Activitics

: The project will support other community based
activities such as the cestablishment of community operated
botiquines, miduifle training and support, and a pilot school
health volunteer program.  bLoan funds will [inance items such as
training,minor construction, and equipment and supplics other
than medicines for these activitices. Borrowver funds will
finance the purchase of medicines, and some training costs and
parsonnel costs,

b. Priority Primary Health Care Proprams

Priorvity primary health care programs will be
initiated or strengthened in the Salcedo, Quimiag=Penipe and
Jipijapa 1IRD arcas.  These are expected to include diarrheal
discase control, the expanded immunization progeam, goiter
control awd health education and will Involve comeunity parti-
cipation.

For diarrheal discasce control programs, loan funds
will [inance the purchase of oralyte, training and educational
mater calu, Crabulng scuinars and oboervatiosal Cravel,  Borrower
counterpart will finance program supervision and Jogistical
support,

For the dmmunization propramn, loan funds will
finance procurvment of cquipment as well as trainine costs. The
l [
Borrover contribotion will Moance vacceines, salaries of pragram
ersonnel and other logiastical oxpeuses.
& ]

A poiter control propram will be carried out in
the Quiniav=reaipe IRD project arca. This is expected to
Tnclude dodized oil injections to the at risk population as well
as feasibility studies to identify cconomically, technically and
culturally aceeptable permanent solutions (o this problem.  Loan
funds wvill Tinance divect costa ol the mass vaceination campaipn
and studics,  The Borrower contribution vill {inance sataries
for progran personnced and Taboratory analvaes,

An acaistant heatth cducator will be asaigned at
least part=time to cach of the three IRD project areas to desien
amd Tmpleent health education activitics.  Loan Tunds will
fiognee veliieleny tratning cquipment and supplics.  The Borrower
vill divectly Tinanee the salary costs of the assistant health
cducataors,
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c. Health Infrastructure

Six health subcenters and seven health posts will
be built in the three 1RD project arcas. These facilities and
twelve other hicalth posts located in multipurpose community
conters will be furnished aud equipped. A radio communication
network between arca chiefis, Project Implementation Units,
hospital health centers, sub-centers, health posts, and health
promoters will be developed on a pilot basis in onc IRD area.

The loan will finance the construction of the
health subcenter and health post structures, remodeling of
trainine centers, radio equipment, and the furnishing and equip-
ping of these facilities and of the twelve community center-
health posts. The communities to be served by the health posts
and subcenters will be respousible for finishing the construc-
tion and donation of land for construction sites. The Borrower,
through the HMOHU budpet, will finance the vperation costs of the
facilities and equipment and drugs used in the subcenters and

postes,

2. Water Supply and Sanitation

The water supply and sanitation activities to be
carried oul under the project scrve two purposes. First, they
will provide a significant portion of the rural population in
the Sailcedo, Quimiag-Penipe and Jipijapa IRD arcas with potable
water and sanitation services.  Sccond, they will test and pro-
mote the adoption of low cost technologics and system desipns
for yural water and sanitation systews,

Two types of water supplies, gravity [low aqueduct
systems and shallow wells with handpuaps, will be built.

a. Roral Water Supply Systoms

Tn Salcedo and Quiniag=Penipe approximately twenty
nine gravity fod systems will be built or rehabilitated.  TEOS
will be responsible Tor the techuical administration of designs
and will coordinate construction, including the contracting of
specific tasks and procurement of non=local materials, for the
waler systems and wells,  Communities will, however, participate
cxtensively incthe planning, construction, operation and main-
enance of water systems,  Fach community in which a system is Lo
be built will sign a formal acreement with the Project laplemen-
tation Unit prior to construction of the system,



b. Shallow Wells with Handpumps

In Jipijapa approximately 600 wells will be built
while about seventy wells will be installed In the other two IRD
Projects. In Jipijapa the installation program will be coordi-
nated through the Junta de Recursos Hidraulicos de Jipijapa y
Pajan and the TRD project unit while IEOS will provide technical
support. Tnstallation of wells may be carriced out by the Junta
de Recursos Ilidraulicos as well as by private groups such as
cooperatives.

Loan funds will be used to finance fifty percent
of the total WS/S construction expenditures, while the Borrower
countarpart will finance thirty percent of the total construc—
tion expenditures, including constyuction supervision. Bene-
ficiary coumunities will contribute at least twenty percent of
the cost 1n the form of Jabor and local materials contributions.

b. Excreta Disposnl

The project will provide as many as £,000 pit
latrines and pour={lush toilets. lLoan funds will finance
material purchases; the Borrower will provide promoters and
gupervision; and communitices will contribute Tocal labor and
materials for the walls ol the struciures.

3. Food and Nutrition Aclivities

This component will iwmprove the cffectiveness of sup-
plementary feeding programs in the short term and will undertake
pilot activitics to evaluate the {easibility of producing within
the community changes in consumption and food utilization prac-
tices divected at increasing the linkares between agricul tural
production and nutyritional improvements. The Tirst activity will
be implenented by the MOH and the sccond by the TRDS through its
Project Juplemcentation Hnils,

a. MOH Materoal and Child Feeoding Procram Support
SR atern: v diiy, rogram support

The operational efficieoncy of the Haternal and
Child Supplementary Feeding Program in Cotopaxi, Chiwborazo and
Manabi provipees will be dmproved thiroush intensive training in
health cducation, proprawm adminic<iration and Jopistics.  loan
funds will Tinance cuveiculum developaont . preparat ion of
Craining materials, and transportal foa and per dicm of partici-
pants, while the Borrover will finance salavics of trainers and
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participants, and construction/improvement of warchouses.

b. Pilot Food and Nutrition Fiqld_Activities

A varicty of comwmunity based nutrition activities
will be dmplemented on a pilot basis by the IRDS through its
Project Implanentation Units in the three IRD project arcas.
The precise definition of these activities will be based on the
studies Lo be carried out by the IRDS (sce Part B oof this annex)’
and will be in accordance with the stipulations in ScclLion 5.4
of the Loan and Grant Agrecment.  Possible studies micht include
rescarch on the relationstiips between production, distribution
and consumption patterns and nutrition in the three TRD Pro-
jects, Poussible activities will include community managed out-
lets for basic foods, local food processing and storaze cenlers,
utilization of local agricultural production for school f{coeding
and develtopuent of local weaning foods or other activities iden-
tified by the nutrition studies.

The loan will Finance facility construction,
cquipment, and working capital., The Borrower will also
cortribute to a revolving credit fund and will [inance
supervisory and technical staff expenditures.  Communities will
carvy out the construction activities, providing labor and land.
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Table 1

FTNANCTAL PLAN

(Us $000)

A.T.D. Borrower
Component: Loan Crant of Ecuador
A. Institution Buildine Activitics 1,575 475 2,100
1. National Health Council __1oo 140 160
a. Studics 50 100 100
b. Seminars and VWorkshops 30 40 30
c. MNHC Support 20 - 30
2. Ministry of Health 925 135 540
a. Area level 330 100 350
(1) Twplementation of Model (185) (80) (245)
(2) rraining (145) (20) (105)
b. Provincial Level 50 35 50
c. Mational Level 145 - 140
3. Leuadorean lustitute of
Sanitary Wovks 950 200 1,400
a. Natitonal level Aclivities 610 125 710
b, Trevincial Level Activities 340 75 690
B. Coordination, Investiration, and
Techpoloony Precction Activicies 255 205 230
Lo Interrated Rural Doveloprment
Secretariat 225 175 200
a. Food Policy Studies 100 175 125
b Promotion of Low Cost
'l\"\']'xnnl\\;',i\-r; ]25 - 75
2, Ministry of Dealth 30 30 30
a. Bilo-medical,, Social and
Nutritional Studies i5 15 15
b Operational Rescarch 15 15 15

Total

4,150

400

250
100
- 50
1,200

780

(510)
(270)

600

400

200

90



CFINANCTAL PLAN (CONTINUED)

(us $000)

A.T.D. Borrower
Loan Grant of Lcuador
3o Field Demonstration Activities 3,570 - 4,130
1. Primary Health Care (PHC) 870 - 630
a. Conmunily Based Priwmary
Hoealth Care Activities 180 - 120
(1) Health Prowoters (120) - (100)
(2) Otlier Comaunity Based
PHC Activitics ( 60) - ( 20)
b, Peiority Iimary Health
Care Prograns 145 - 140
c. Health Inifrastructure 545 - 370
2. Water Supplv and Sanitation 23299 - 3,300
a. Rurval Water Supply Systems 1,170 - 1,170
b, Shallows with handpumps 660 - 680
¢, Bxcreta Disposal 650 - 1,450
3. Nutrition Activitics __200 ~ 200
a. MOW atcernal and Child Feeding,
Progran Support 50 - 35
L. Pitot Butrition Ficld
Activities 150 - 165
C. Continencivs Lboo 70 240
roTAL 6,000 750 7,000

Total

7,700
1,500
300
(220)
( 80)

285
915

5,500
2,340

1,360
2,100

315

1,210

14,750



ANNEX 2

TNTEGRATED RURAL NFEALTI DELTVERY SYSTEM

COMBINED LOAN AlD GRANT PROJECT

AGREEMENT STANDARD PROVISIONS ANNEX

Definitions:

As usced in this Annex, the "Aprecuent” refers Lo the Loan
and Grant Project Agrecment for Integrated Rural lealth Delivery
System to which this Annex is attached and of which this Annex
forms a part. Terms used in this Annex have the same meaning or
reference as in the Agreement.,

Article A: Project Twplemontation Letters

To as<ist the Borrower in the implomentation ef the Project,
AT Doy Trow time to Cime, vill dissue Project Tmplenentation
Letters that will Turnish additional infomation about matters
stated in this Agrecement.  The Partics may also use jointly
agreed-upon Project Tuplawentation Letters to confirvm and record
their mutual waderstanding on asspects of the implemontation of
thie Moveement. Projoct Implowmentation Lettars will not bae used
to amend the texst of the Agreement, bul can be used to record
revisions or exceptions vhich are permitted by the Aprecment,
including the vevision of elemeats of the amplified description
of the Mvoject in Annex 1.

Article Br o General Covenants
SLUTION B.). Consultalbion

ihe Parties will cooperate to assuve that the puvpose of
this Apvecment wil) be acconplished.  To this end, the Partics,
at the request of cither, will exchange vicws on the prooress of
the Project, the performance of obbigations under this Ayrccewent,
the performance ol any consultants, conlractors or suppliocrs en-
paped on thie Project, and othey matters relating to the Project.

SECTION B.2. 0 Bxecution of Project

The Borrower will:
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(a) Carry out the Project or cause it to be carried out with
due diligence and efficiency, in conformity with sound technical,
financial, and management practices, and in conformity with those
documents, plans, specifications, contracts, schedules or other
arvangements, and with any modifications therein, approved by
A.T.D. pursuant vo this Agrecment; and

(b) Provide qualified and experienced management for, and
train such stalfl as may be appropriate for the maintenance and
operation of the Project, and, as applicable for continuing acti-
vities, cause the Project to be oepecrated and maintained in such
manner as Lo assurve the continuing and successful achievement of
the purposcs of the Project. '

SECTION B.3. Utilization of Goods and Services

(a) Any resources financed under the Loan or Grant will,
unless otherwise agreed in writing by A.I.D., be devoted to the
Project until the completion of the Project, and thereafter will
be used so as to further the objectives sought in carrying out
the Project.

(b) Goods or services financad under the Loan or Grant, cox-
cept as A.T.Dy way olherwise agree in writing, will not be used
Lo promotc or assist a foreign aid project or activity associated
with or financed by a country not included in Code 935 of the
A.T.D, Geographic Code Book as in effect at the time of such use.

SECTION B.4. Taxation

(a) This Agreement, and the Loan and Grant will be free
from, and the principal and interest of the Loan will be paid
[ree from, any taxation or fees imposed under laws in eflcct in
Feuador pursuant to the provisions of Avticle 3 of Decree No,
316, published in Official Register No. 522 of Marvch 28, 1974.

(b)  To the extent that (1) any contractor, including any
consulting Firm, any personnel of such contractor financed under
the Loan or Crank, and any propervty or transaclion relaling
divecltly to such contracts (in accordance with the limitation
established in Avticle LV (b) of the General Bilateral Agreement
of April 17, 1962), and (2) any commodilty procurement trans-
action financed under the Loan or Grant, are not exempt [rom
identilfiable taxes, tarifls, duties, or other levies imposed
under taws in elffeet in Bcuador, the Borrvower will pay or ro-
inburse Che same with funds other than those provided under the
Loan o Grant.,




N

SECTION B.5. Reports, lecords, Inspections, Audit

The Borrower will:

(a) Furnish A.T7.D. such information and reports relating to
the Project and to this Agreement as A.I.D. may rcasonably
requestl;

(b) Maintain or causc to be maintained, in accordance with
penerally accepted aceounting principles and practices consist-
ently applicd, books and records relating to the Project aud to
this Aprcement, adequate to show, withoult limitation, the receipt
and use of goods and services acquired under the Loan or Graot.
Such books and records will be audited repularly, in accovdancc
with generally accopted auditing standavds, and maintained for
three years alter the date of last disbursement by A.T.D.; such
books and records will also be adequate to show the nature and
extent of solicitarions of prospective supplicrs of goods and
services acquired, the basis of award of contracts and orders,
and the overall progress of the Project toward completion; and

(:) Afford authorized representatives of A.1.D. the oppor-
tuni'y at all rceasonable tiwes to inspect the Project, the util-

ization of goods and services [inanced by A.1.D., and books,
A

records and other documents reolating to the Project and the Loan

or Grant.

SECTION B.G. C“mUlELﬁE“HSMPf Tuformation

The Borrower confirwms that:

(a) The facts and civcumstances of which it has informed
AT 0., or caused AT.D. Lo be informed, in the course of
reaching agreement with A L.bD. on the Loan or Grant, are
accurate and conplete, and iactude all facts and circuwstances
that wmisht materially affect the Project and the discharvge of
responsibilitics under this Agrecaenty and

(b) It will inform A.1.D in timely fashion of any subse-
quent facts and circumstances that wmight materially affect, ov
that it is reasonable to believe mizht so alfect, the Project or
the Jdischarge of responsibilitics under this Agrecwment.,

SECTION B.7. (NJEU' Paviments

The Pavties aftirm that na pavments have been or will be



received by any official in conncction with the procurement of
goods or services [inanced under the Loan or Crant, excepl fees,
taxes, or similar payment legally established in Ecuador.

SECTTIOH 1.8, ]Z“f",?.".”_‘."LL ion and Marking

The Borrover will give appropriate publicity to the Loan and
Grant and the Project as a propram to which the United States has
contributed, identify Project siter, and nark goods [inanced by
AJlob., as deseribed in Project Twplemantation Letters.

Article C: Procurcment Provisioas

Rales

15N

SECTION C. 1. §_[)_f.‘_(_‘.i{1_]_”

(a)  The source and origin of ocean and air shipping will be
decmed to be the ocean vessel's or aircraflt's country of registry
at the tiae of shipment,

(b)  Prewiums for marine insurance placed in Ecuador will be
deemed an cligible Foreign Exchanze or U.S. Dallar cost, if
otherwise eligible under Section C.7. (a).

(c) Any rotor vehicles [inanced under the Loan or Grant will
be of United States manalacture, except as ALT.D. may otharvise

agree in o writing,

(1) Transportation by air, financed uader the Grant, of
property or persons (and their pevsonal < ficets), will be on
carriers holding Mnited States certilication, to the extent
service by sachu cavriers is available. D oiails on this require=

ment will bo deseribed ia a Project Juple ontation Lotter.
SECTION C.2. Elieibility Date

Ro poods or services nay be financed under the Lean or Grant
which are procurcd pursusnt to orders or contracts firmly placed
or entered into prior ta the date of this Aorecacnt, eRceopt as
the Partics mav otherwise apree in wriling.,

SECTION CU30 0 Plans, Specificat tons, and Contracts

Except as the Partics may otherwise agree in vriting:

(a) The Borrower will furnish to A3 D, upon preparation:



(1)’ any plans, specifications, procurement or construc-
tion schedules, contracts, or other documentation relating to
poods or services to be financed under the Loan or Grant, includ-
ing documentation relating Lo the prequalification and selection
of contractors and to the solicitation of bids and proposals.
Matertal wmodificat lons in such deocumentation will likewise be
furnished to A.L.D. on preparation.

(2 such documentation will alse be furnished to
A.T.D., on preparation, relating to any goods or services which,
thouph not finonced under the Loan or Grant, are regarded by
A.T.D. to be of major importance to the Project. Aspects of the
Project involving wmatters under this subscction (a) (2) will be
identified in Project Tmplementation Letters.

(b)  Dbocuments related to the preqgualification of contrac-
tovs, and to the solicitation of proposals for goods and services
financed under the Loan or Grant will be approved by AJT.D. in
wiriting prior to Lheir Jssuance, and their terms will include
United States and Feuwadorian standards and measuremoents when
applicable;

(¢)  Bid avards, contracts and contractors financed under
the Loan or Graut for capineering and other professional
services, JSor construction services, oud for such other serv-
ices, cquipaent or materials as may be specified in Project
Tmplementation Letters, will be approved by AJTLD. in writing
prior to such awards and the exceution of such contracts.
Haterial wodifications in such contracts will also be approved
in writing by A.T.D. prior Lo exccoution;

() Consulreing Ciras used by the Lorrover fer the Project
but not Minanced under the Loan or Grant, the scope of theiy
services and soch ol thoiv personnel assicacd to the Project as
AcT D ey specity, and construction contractors used by the
Borrower for the Project but not [inanced under the Loan or
Gramt, shall be acceptable to AvT.D.; and

(¢)  Biddine, contractine and procurciment under the Loan and
Grant shall be carricd cul in accordance with AL1.D, vegulations
and procedures vith respect to international project aprecments,
including AL Tube Handbook 11, (copy of which has beea provided

Lo the Borrower).



SECT10N C.b4. Reasonable Price

No more than rceasonable prices will be paid for an, goods or
services [inanced, in vhole or in part, under the Loan or Grant.
Such itcwns will be procured on a fair and, to the maximum cxtent
practicable, on a competitive basis.

SECTION C.5.  Hotification to Potential Suppliers

To permit all United States firms to have the opportunity to
parvticipate in {urnisbing goods and scervices to be financed under
the Loan or Crant, the Borrower will furnich A.T.D. such informa-
tion with regard thercto, and at such times, as A.I.D. may re-
quest in Project Impleaentation Letters.

SECTION C.6. '(.L}‘_‘_PJ”D_’L

(a)  Goods which are to be transported to Ecuador may not be
financoed under the Loan or Grant if transported cither: (1) on
an occan vessel or atrcraft under the flag of a country which is
not dncluded in AV1.D. Ceopraphic Code 935 as in effect al the
time o) shipacnt, or (2) on an ocean vessel which ALT,D., by
written notice to the Borrower, has desionated as ineligible; or
(3) uwnder aun acean or air charter which has not rececived priov
AT D approval,

(L) Costs of ocean or air transportacion (of goods or
persons) aad related delivery services wmay not be [inanced under
the Loan or Grant ©f such goods or persons are carried: (1) on
an ocean vessel under the flag of a country not, at the time of
shipment, identificd undor Section 7.1. or 7.3. of the Avreenent,
as appropriate, without prior written AJL.D. approval; or (2) on
an ocean vessel which A T0D by written notice to the Borvower
has desionated s daeligibles or (3) under an ocean or air char—
Ler which has not reccived prior A oD, approval,

(¢) Wnless ALLoD. detormines that privately-owned United
States flas coumcercial ocean vessels are not available al fatir
and veasonshle rates tor such vessels: (1) at lease fifty per-
cent (50 of the cross tounace of all poods ((‘.nmlml‘ml coepar-
ately for drey bullk caveiors, dry carpo liners and tankers)
Finavced by Aoy wivich wmay be transported on ocean vessels
will be transported on privately owned United States=tlas com=
mereial vesselse and (2) at least Fifty pereent (507) of the
pross fretshi revenue senerated by all shipments Tinanced by
ActoDe and transported to Ecuador on dry carpo liners shall be



(}

paid to or for the benefit of privately-owned United States=flag
commercial vessels. Compliance with the requirements of (1) and
(2) of this subscetion must be achieved with respect to both any
cargo Lransported from U.S. ports and any cargo transported from
non=U.5. ports, computed separately.

SECTION C.7. Insurance

(a) Marine insurance on goods (inanced by A.T.D. which are
to be transported to Ecuador may be financed under the Loan or
Grant, as a Foreign Lxchange or U.S. Dollar cost under this
Agreenent provided (1) such insurance is placed at the lowest
available competitive rate, and (2) claims thercunder are pay-
able in the currency in which such goods were financed or in auy.
freely convertible curréncy. TF the Borrower by statute, decree,
rule, regulation, ow practice discriminates with respect to
A.L.D.=financed procurement against any marine insurance company
authorized to do business in any State of the United States,
then all goods shipped to Ecuador financed by A.I.D. hercunder
will be insured against marine risks and such insurance will be
placed in the United States with a company or companies author-
ized to do a marine insurance business in a State of the United
States.

(b) UBxeept as A.I.D, may otherwisc apree in wirilting, the
Borrower will insure, or cause to be insured, goods financed
under the Loan or Grant imported for the Project against risks
incident to their transit to the point of their use in the
Project; such insurance will be issued on terms and conditions
consistent with sound commercial practice and will insure the
full value of the goods. Any indemnification received by the
Borrower under such insurance will be used to replace or réepaiy
any material damage or any loss of the goods insured or will be
used to veimburse the Borvower for the veplaccment or repair of
such goods.  Any such replacement will be of source and origin
of countries listad in A, 1.D. Geographic Code 935 as in effect
at the time of veplacement, and, except as the Dlartics may agree
in writing, will he otherwise subject Lo (Le provisions of the
Apreament .

section C.8. WS, Govevnment=owncd Excess Property

The Borrower apgrees thab United States Government ownoed
excess personal properety, in licu of new items inanced under
the Loan or Grant, will be utilized vherever practicable.  Funds
undoer: the Loan or Grant may be usad to {inance the costs of
obtaining such propevty lor the Project.




Article D: ‘tvrmination, Remedics

SECTTON .1, Cigcclluriqumhy the Borrowoer

The Borravor may, by giving A LoD, 30 days' written notice,

cancel any part of the Loan or Grant which has not been disbursed
or committed for disbursement to third parties.

SECTION D2 Bvents of Default, Accelervation

FUwiil be an Yivent of Defantt"” if the Borrower shall hawve
failed: (a) to pay when due any intercst or instal lment of prin-
cipal vequired under this Agrecaent, (b)) to couply with any other
provision of this Apveement, or (¢) to pay when due any interest
or dnstallment of principal or other pavient required under any
other Toan, puaranty or other asreement botween the Borrower or
any of s azencics and ALTUD. or any of its predecossor agen-
cics. 10 an Evenl of Default shall have occurved, then AJLLD,
may at o its oplion pive the borrower notice that all or any part
of the unrepaid principal will be due awd payable sinty (60) days
therealter, and, unless such Event of Default is cured within
that time:

(1) wnch unrepaid principal and acerued interest here-

under will be due and payable immediately, and

(2)  the awount of any further disburscuents made pursu-
ant Lo then outstavding comaituents to thivd partics or otherwise

will become due and pavable as soon as mado.

SECTION .3, Buspension

LY ot any Uiwe:
(a)  An Event of Dofault has acceurred; or

(L) An cvent occurs which A 10D, determines to be an extra=
ordinary situation that makes it improbable either that the pur=
pose ol the Loan or Grant vill be attained or thal the Borrower
will be able fo perform its obl fpations under this Asreement; or

(¢) Aoy disbarsenent by A baDy would be in violation of (he

legislation povernine A 1D or
() The Borvover shall have failod to pay when due any
interest, dustallmeat of priocipal or othe payment required
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under any other loan, puaranty, or other apreement between the
Borrower or any of its apencics amd the Government of the United
States or any of its agencies,

then ALT.D. may:

(1)  suspend or cancel outstanding commitment documents
to the extent they have not been utilized through irrevocable
comnitments Lo thirvd panics or otherwise, piving proupt notice
thercof to the Burrowver,

(2) decline Lo issue additional commitment documents
or Lo mate disbursement other than under existing ones; and

(3)  at AJ1.D's expense, divect that title to goods
Cinanced wnder the Loan or Craut be transferred to Al Do 0f the
goods arve from o source oulside heuado, are in a delbiverable
state and have not been of flosded in ports of entry ol Ecuador,
Any disbursement made undey the Loan withh respect to such trans-
ferred poods will be deducted Tvom principat,

SECT1O0 Do, Cancellation by AVT.OD.

10, within «ixty (60) days from the date of any suspension
of disburscment pursuant Lo Goction N30, the cauee or causes
thereol have not been corrected, AVT.De may cancel any part of
the Loan or Graat that s net thea disbarsed ov irrevocably
committed to thivd partics,

SECTTON DL6. Continncd Eftectivenesns of

Notwithatanding any cancellation, suepension of disburseuent
or aeceloration of repaywent, (he provisioas of this Agrecnment
will continie in effeot untit the pavoeat in full of all princi-
pal and accrued tutorest herennder,

CECTION b6, N fondds

(a) 1o the cane of anv disbursenent which s not supported
by valid documentarion in avcordanee vith this Agrecoent, or
which 15 ol made or used in aceordance vith this Acvecment o oor
which ven tor coods or serviees pot nsed in accordance vith this
Aprecment AL eD s notvithstantinge the v labilily or exercise
of any other recedios provided Tor ander Fhors Acrecuenl , may
require the Borrover to refund the anount ol suca disbarsement
o ULS, dollars to ALlaDe within sisty davs alter receipt of a

vedgiend therefor.
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(b) J0 the failure of the Barrower to comply with - of

its oblipations under this Agreement has the result the o oods
or services financed under the Loan or Grant are not u: . in
accordance with this Agrcement, A.1.Do may require the 0 cower
to refund all or any part of the amount of the disburs,  ois
under this Avrecwment for such goods or scervices in UoS. o clars

to AJT. D, within four months alter receipt of a request U orefor,

(¢)  The right under subsection (a) or () to require such a
refund of a4 dishursement will continue, notwithstanding any
other provision of this Apveement, for three years Drom Lhe date
of the lTast disbursement under this Arrcecwent.

(d}  Any refund under subscetion (a) or (b), or any refund
to A.1.be frow a contractor, supplicr, bank or other third narty
vith respect to goods or cervices {inanced under the Loan or
Grant, which relund relates to an unreasonable price for or
erroncoun Iuvolcing of 2oo0ds or services, or to coods that did
not conform to specilications, or to services that were inade-
guate, wili be made aviilable first for the cost of voods and
services required for the Project, to the extent justificd, and
the vewatndor, 10 any, (1) will be applicd to the installments
of principa! io the ipverse order of theiv maturity 1f dervived
from Loan o ts and the amount of the Loan reduced by the amount
of cueh venainders and (77) will he appltied to reduce the amount
of the Grant 11 derived from CGrant funds,

(¢} Any antorest or other earnines on Grant Tunds disbursed
by A.T.D. to the Borrower under this Agreement prior to the
authovized wae of such funds for the Project will be returaod to
AT DL an sy dotlars by the Borvower, '

SECTTON D7 Nonwaiver of Remodies

No delay dn exercising aay rivht or remedy aceruine to a
Party in coanection with its financing wnder this Apreemeat will
be construcd as a waiver of such vight or yremedy within the terms
of the Ayvveement,

SECTION DLO. Assionment

The Boviower gerces o apon reasonable reguest, to execute an
dssivnnent to A LD o any cause of action which nmav acerue to
Lhe Bovyraver o connect ton with or arvisine ount of the coatractual
porformance o breach of performance by o party ta a divect U,S,
Dollov contract with ACuDe financing in whole or in part out of
fands sorcnted by AGE.DL under this Aprocment,
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