AusAID Agreement No. 57940

Direct Funding Agreement

between the

Government of Australia as represented by the Australian Agency for
International Development
and

Government of Vanuatu as represented by Ministry of Health

in relation to

The Ministry of Health Sector Program

General

1.

This Agreement expresses understandings between the Government of Vanuatu as
represented by Ministry of Health hereafter referred to as the “Partner Government” and
the Government of Australia as represented by the Australian Agency for international
Development hereafter referred to as “GOA”, hereafter referred to collectively as “the
Parties”,

This Agreement is made pursuant to the terms of the Memorandum of Understanding
(MOU) between the Government of Australia and the Government of Vanuatu on
Development Cooperation affected on 15 December 2005. This Agreement constitutes a
Subsidiary Arrangement under paregraph 7.1 of the MOU.

The terms of the MOU between GOA and the Partner Government apply to this Agreement.

This agreement is consistent with the Vanuatu Australia Pa rtnership for Development signed
on 27 May 2009.

This Agreement represents the understanding of the respective responsibilities and
contributions of both Parties with regard to the provison cf Tha Ministry of Health Sector
Program {"the Program”).



Acronyms

6. In this Agreement, the foliowing acronyms are used:
Government of Australia (GOA)

Government of Vanuatu (GOV)

Ministry of Health (Mc'4)

Comprehensive Reform Program (CRP)

Priority Action Agenda (PAA)

Health Sector Strategy 2010-2016 (HSS)

Joint Partnership Arrangement (JPA)
Vanuatu-Australia Partnership for Development (P4D)
Prime Minister’s Office {PMO)

Ministry of Finance and Economic Management (MFEM)
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Implementation Arrangements and responsibilities

7. The Partner Government will be fully responsible for the implementation of the Program
and for the management of the GOA financial contributions.

8. The Partner Government will provide quarterly (3 monthly) financial statements in
accordance with an identified and applicable financiai reporting framework — International
Public Sector Accounting Standards (IPSAS) or other mutually acceptable standards (national
or international). The financial statements will show all sources of funding, with sufficient
breakdowns of data to permit identification of individual Development Partner sources of
funds and disbursements on major activities or types of expenditure as requested.

9. The Partner Government will irimediately inform GOA in writing of any circumstance which
may interfere or threaten te interfere with the successful implementation of the Program
and, with a view to resolving the issue, will consult with the GOA on remedial action to be
taken.

10. In matters pertaining to the imnlementation of this Azreement. the Partner Government
Ministry with overall responsibilit for implementing the Program will be Ministry of Health.

Implementing Principles

11. The Parties agree that the implementation of the Program under this Agreement will be
based on a partnership approach, guided by the Ministry of Health’s Joint Partnership
Arrangement (JPA) to which AusAID will be a signatory. Capitalised terms used in this
Agreement but not defined in this Agreement have the mearing given in the JPA.

Goal and Strategic Objectives

12. The overall goal of the Program is to support tne Pariner Government in the
implementation of the Health Sectcr Strategy 2010-20216.

13. The key strategic objectives of the Progam arz as defired in the Health Sector Strategy
2010-2016 and the Vanuatu Australia Partnership for Deve'ooment Priority Qutcome 2:
Improved Health.

14. A summary outline of the Prozram ’s attached as Annex 1.
Duration of Program

15. The duration of the Program is from the date of signature of this Agreement by the Parties
until 31 December 2014.

16. This Agreement will take effect fror the date of its siznature by the Parties and will
conclude when all responsibilities and obligations of the Parties have been fulfilled unless
the Agreement is terminated earlier.

17. Any changes to the the Program including changes to the funding as shown in Table 1 or
duration will be subject to the mutual agreement of the Parties and a formal amendment of
this Agreement.

GOA Funding

18. Subject to annual parliamentary appropriations, the GOA will contribute up to a maximum
of AUDS.0 million through direct funding suport to the Partner Government for agreed
Program activities.



19.
20.

21.

22,

23.

24,
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The indicative annual funding o ke provided by GOA are shown in Table 1.

As per the indicative total emount as siiown in Table 1, GOA will also provide up to an
estimated AUD4.6 mi'lion “or medical sp=acialists and other technical assistance related
support for the implemeatation of the Program either through a separate Agreement with a
contracted service provide - and/or by direct contracting by AusAlID.

Any technical zssistence to be crovided ‘s to be demand driven and the Partner Government
is responsible for requestirg specific technical assistance and providing an outline of the
justification, purpose and estimated duration of the assistance.

The Partner Governmert azre=s to use the GOA funding provided solely for the
implementation of the Program and in accordance with expenditures as detailed in the
Annual Work Program unless the GOA provides written advice to the contrary.

In the event that GCA funding is not used in accordanca with Paragraph 22 above and/or
there is a tinding of frauculent or corrupt practice in respect of the Program, GOA may
reduce or suspend its furiding until such time as both Parties agree a mutual resolution.

The Partner Governiment azrees that GOA funds will not to be used for recurrent
administrative cosis including salaries of permanent staft, housing allowances or office
costs.

Partner Government Contribution and funding

25,

The indicative funcling (including GOA and Partner Government funding) for the Program is
shown in Table 1.

Table 1: Indicative Program Funding (AUD, millions)

' |
Year/Funding | 2011 2012 : 2013 2014 Total
GOA(Direct Funding) | 2.2 2.8 3 TBA 8.0
|
GOA technical assistance | 1.7 1.5 14 TBA 4.6
support (not subject to this ‘
Agreement) 5
| _
Partner Government 1 17.9 18 18 TBA 53.9
(Budget)* I
26. In addition to its financiai contribution, the Partner Government undertakes to provide such

human resources, office accomimodation and logistical support as is required to ensure the
successful implementaticn of the Program.

Deposit and Disbursement of GOA funds

27.

The schedule for payments by GOA to the Partner Government are detailed in Annex 2:
Payment of GOA funds. In summary, tranche payments will be triggered by the
achievement of agreed specific performance milestones. These performance milestones will

' These estimates are based on MoH figures for the Corporate Plan 2011-13 and are as per calendar year
(using the Exchange Rate as at 15 November 2010 1 AUD = 89.0651 VUV) .
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relate to policy and planning, budget management , proctrement and accountability . Over
time, as health information systems improve, this will be revised to include outputs and
outcomes. The milestones for 2011 and 2012 are detailed in Annex 2 and 3. The milestones
for 2013 will be further negotiated and confirmed in writing as part of finaiisation of the
2013 Business Plan at the Annual Joint Review.

28. GOA contributions will be deposited in the agreed Government of Vanuatu Development
Fund (2 or 4) Account in tranche payments.

29. The local currency equivalent of the GOA contribution wil! be calculated on the basis of the
exchange rate on the date of transfer of the funds by GOA.

30. The Ministry of Finance and Economic Management will immediately acknowledge receipt
of the funds, in writing, to GOA and the local currency equivalent.

31. Any interest income attributable to the GO/ contribution(s} may b2 utilised by the Partner
Government solely for the implementation of the Program.

32. Any interest income attributable te the GOA contritution will be repcrted to the Steering
Group identified in the JPA on =n z2-nual basis.

Management Arrangements

33. The Parties acknowledge that regular consultation between the Parties is critical to the
effective implementation of the Program.

34. Coordination between the Parties will be achieved througn the establishment of a Health
Sector Steering Group as per th2 Jzint Partnzrship Arrangzrnent to ensure ongoing
consultation, planning, coordinaticn and imple mentat'on of the Frogram.

35. Additional consultation meetinzs may be requested b; the Partner Covernment or GOA on
any subject relevant to the img!2mentation of this Agreement.

36. Reporting, and monitoring and 2valuation of progress against the Program objectives will be
carried out in accordance with the JPA.

Program Risk Management

37. The Partner Government will devel.p a Program Rise Meragzment Plan (RMP) with support
of the GoA for endorsement Ly the Steering Group icdentitied in the JPA within 6 months of
this Agreement taking effect. 21c2 endorsec =y the Steering Group the RMP will be
annexed to this Agreement at Annex 5.

38. The RMP is to be reviewed anniaily by the P:agram Stzer ng Group and updated as
required.

Performance Assessment Frameworle

39, The Performance Assessment Framawork (PAF) for the Program will be the PAF finalised and
agreed by the Partner Governmant and the Funding Deve opment Partners and included as
Schedule 6 to the JPA. The PAF will, as far as possible, reflect the draft PA” attached as
Annex 4.

Review and Evaluation
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40. Review and evaluatior of 1he Program will be carried out in accordance with the JPA.
Procurement
41. Procurement will be carried out in accordance with tne JPA.

42,

43.

44.

45,

Both Parties agree that a sample of major procurements may be audited periodically either
independently or iy the Office of the Auditor Genziai.

The Partner Government mey rzguest il-e GOA to undertake specific procurement action on
behalf of the Program.

Both Parties agree that the GOA will provide a Procurement Specialist to support the
Ministry of Healtn to develop Fartner Gevernment procurement capacity for an initial
period of 12 rmonths. The initial period for the depioyment of the Procurement Specialist
may be exiended with the agreement of the JPA Steering Group.

The Procurement Specialist shali be respansible for:
a. Tne development of Ministry of Health staff capacity in procurement;
b. Provide specialist procurement advice to the Ministry of Health;
The oversight of major procurement tender documentation;
d. Oversight of the selection process and associated documentation;

e. Review small scale procurement practices and provide advice for improvement as
reguired;

f. Review existing o ocurement process and recommend improvements if required;
and

g. Develop a Procurement Manual aligned with existing or proposed Government of
Vanuatu rules, procedures and legislation;

Audit

46.

47.

The Partne” Government will keep accounts and underiake audits in accordance with the
JPA.

The Partner Government agrees that AusAID may commission independent audits of the
Program and acknowledges that it will cooperate fully with any such audits.

48. AusAlD agrees to provide the Pariner Government with a copies of any independent audit
reports.

Fraud

49, Fraudulent activity’ or “fraud’ means: Dishonestly obtaining a benefit by deception or other

50.
51.

means.
The Parties are commitied to preventing and detecting fraud.

The Partner Government is responsible for preventing and detecting fraud involving or
relating to the Program.
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52. The Partner Government must immediately report in writing to GOA any detected,
suspected, or attempted fraudulent activity involving or relating to the Program.

53. The Partner Government is required to investigate any alleged fraud and must undertake an
investigation in accordance with its own procedures and standards or, where requested by
the JPA Steering Group, in accordance with procedures ard standards as directed by the JPA
Steering Group.

54. Following the conclusion of an investigation, where the investigation finds identifies acts of
a fraudulent nature, the Partner Government will:

a. initiate recovery action in accordance with recovery procedures, including if
appropriate civil litigation, available in the Partner Country; and

b. referring the matter to the relevant Partner Country police or other authorities
responsible for prosecution of fraudulent activity; or

. where a Partner Government employee is invelved in fraudulent ectivity, take the
relevant disciplinary procedures in accordance with relevant Code of Conduct or
similar Partner Government provisions where these exist.

Anti-Corruption

55. The Parties are committed to creventing and detecting corruptior znd bribery. Both Parties
through their employees, agents or represeratives will nio: make or cause to be made, nor
will they receive or seek to receive, any offer, gift or payment, consideration or benefit of
any kind, which would or could be construed 3s an illegal or corrupt practice, either directly
or indirectly to any party, as an inducement or reward in ralation to the execution of this
Agreement or any arrangemen: o provision of funds i1 relation to the Program. The Parties
will use their best endeavours 10 er.sure that their respective employees, agents,
representatives or other entitities involved in the Program will also adhere to this provision.

56. For the purposes of the above paragraph, the term “corrupt” includes {but is not limited to)
any action or practice which would warrant disciplinary precedures being taken against an
individual under applicable laws.

57. In the event of alleged misuse of Program funds involving fraudulent or corrupt behaviour as
defined above, AusAID may reduce or suspend its funding until such time as the matter is
mutually resolved by the Parties.

Status of Agreement

58. This Agreement serves only as a record of the Parties’ inter.tions and coes not constitute or
create (and is not intended to create) rights or obligations under domestic or international
law and will not give rise to any legal process and will not be deemed to constitute or create
any legally binding or enforceable rights or obligations (expressed or implied).

Settlement of Disputes

59. Any dispute, controversy, or clz'm, which arises out ¢” the in‘e rpretation or application of
this Agreement will not be sul:ject to adjudication or arbit-ation, but will instead be dealt
with through amicable consuliztiors and negotiations as the only method of achieving the
peaceful settlement of that dispute, controvarsy, or claim
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Extraordinary Even's

60. Neither the Parincr Governiment of the TOA wili oe responsible for any failure to perform or
any delay in performing their obligations under this Agreement where the cause of such
failure of delay is hayond that Party’s reasonable control (Force majeure). The Party claiming
suspension of its cbligations due to an extraordinery event will immdetaely notify the other
Party in writing cfits intent 2nd the rezson(s) for suspension.

indemnity and Insuranince

61. The Partner Goverrment will indemnifv AusAlD at &' 'mes against any actions, claims,
liabilities, Jamage: or excnses suffered or incurred by GOA as a result of, or arising from,
the implameniztior: of the Pregram.

62. The Partner Gove nment will ce respon:ible for insurance cover against loss of life, personal
accident and iliness. loss, theft and damage to persona! effects and Program supplies and
assets and all Program activities and Program personne! 2ngaged directly by the Partner
Government. The GOA wil! have no respansibility for any insurance cover for the Partner
Government personnel, property, assets and supplies or actions.

Use of Agreement informaticn

63. Both Parties will respect the corfidentiality of information provided by the other as
“Confidential” or "in-Confidence”’. Neither Party wil! cisclose such information to a third
party without obtaining thie wiitten agre 2ment of the cther Party unless and except where
the disclosure of such information is required by law or government convention.

64. AusAID may disciose matters relating to the Agreement, including the Agreement, to
governmental departments and agencies, Ministers and Parliamentary Secretaries of the
Commonwealth of Australia, and to the Parliament of the Commonwealth of Australia,
including responding to reguests for information from Parliamentary committees or
inquiries. This paragraph wili survive termination or expiration of the Agreement.

65. The Partrier Government may disclose matters relating to the Agreement, including the
Agreement to its governmental departments and agencies, Ministers and Parliamentary
Secretaries, and to the Pariiament, inciuding responding to requests for information from
Parliamentary committees or inquiries.

Amendment

66. All changes to this Agreement must be mutually agreed in writing by the Parties in the form
of a formal amencment to the Agreement.

67. This Agreement may be amended at any time by an Exchange of Letters between the
Parties.

Termination

68. Termination of this Agreemant may be effected by one Party on giving 90 days written
notice and reasons for the termination to the other Party.

69. In the event of any terminztion the Partner Government will provide an independently
audited financial statement of the Program funding for the financial year during which
termination occurred.
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Provisions to Prevent Financing of Terrorism

70.

71.

72,

73.

74.

The Partner Government will use its best endeavours to easure that funds provided by GoA
under this Agreement, do not provide direct or indirect sunport or resources to
organisations and individuals associated with terrorism or listed on a ‘Relevant List’.

If, during the course of this Agreement, the Partner Government discovers that an
organisation or individual involved in the Agreement is listed on a ‘Relevant List’ or has any
link whatsoever with any organisation or individual associated with terrorism it will inform
GOA immediately.

GOA may terminate this Agreement immediately by notice in writing to the Partner
Government if the Partner Government breaches any of its obligations to prevent the
financing of terrorism.

Notwithstanding GoA’s right to terminate this Agreement under Paragraph 72 in the event
of a breach, the Partner Government will use its best endeavours to recover an amount
equivalent to the relevant funds which are found to have oeen paid to organisations and
individuals associated with terrorisrn and refund that amount to GOA.

'Relevant List' means the lists of terrorist organisations made uncler Division 102 of the
Criminal Code Act 1995 (Cth) and the Charter of the UN Act 1945 (Cth) posted at:
http://www.nationalsecurity.gov 21/:gd and

http://www.dfat.gov.au/icat/UMNSC finzncial_sa.icaons.atmil#s

Exemption from Taxation

75.

The Partner Government agrees that all the provisions of the MOU apply to this Program
including taxation exemptions.

Correspondence

76.

All correspondence related to the implementation of this Agreerert should be addressed
to:

GOA: AusAld

Australian High Commission

Port Vila

Vanuatu

Fax +678 22292

Attantinn: Coursellor, Develop nent Cooperafion
Partner Government Miristry of Health

PEAR G042

Poil Vila, Vanuatu

Fax: 4678 27453

Atention : Director General
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ANNEXURES to this Agreema=nt form an integral part of it.
IN WITNESS THEREOF, the undersigned have signed this Agreement.

# — 5
Signed in duplicateon tne //7[ h day of -Juvi in the year of 2011 in two (2] originals in

the English language, both of the texts being equally authentic.

~J/ (Signitu
Katherine Rui.z-AvitlIé;_;w__&m,,af.;&_a:.~_.» Hon.\Titongoa Willie Ruben Abel (MP)
AusAID Counsellet . . ' Minister for Health

Port Vila
(delegated S44 |

10
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Annex 1: Summary outline of the Program
Vanuatu Health Sector Strategy 2010 -2016

Vanuatu has made some significant achievements in the healtn sector, yet substantial service
delivery challenges and equity issues remain. Despite under-five mortality being reported as
decreasing in line with the Millennium Development Goal target, most mortality and morbidity
in Vanuatu result from diseases that are preventable or manageable by public health and
primary health care services. Infant and under-five mortality rates are higher in rural areas, as
well as among those in less wealthy households. Maternal health servicas vary greatly by
province. Skilled birth attendance is estimated at 74% nationwide, reaching 95% in Port Vila, but
only 32% in remote Torba province. irniunisation is also an area that is far from universal.

AusAID is committed to helping improve the health status of the people of Vanuatu with
accelerated progress by Vanuatu towards the nealth MDGs, namely reducing child mortality,
improving maternal health, controliing and progressively eiiminating malaria and combating
HIV/AIDS and other diseases. These shared development outcores, jointiy agreed between the
Government of Vanuatu and the Government of Australia through the Partnership for
Development Process, aims to steadily and significantly assist in the prozress towards reaching
these MDG targets. The development outcomes also extend to include enhanced access to and
quality of health care services, particularly for the rural communities including a strengthened
health supply chain, strengthened community of skied nurses and upgraded facilities.
Improved budgeting, financial and exgenditure aianagemant, as well as a strengthened health
information system to track MDG progress and stipport evidece-based decision making have all
been identified by the Government of Vanuatu, and keznly suoported by the Government of
Australia, as priority areas.

AusAID is working towards a new approach to help facilitate acrieving these goals through
direct financing and procurement of technical assistance. AusAID hiss commiited approximately
AUD8.0million from 2011-2014 to go through the Government of Vanuatu's system and
approximately AUD4.6 million (not sunject to this Agreement) to be used by AusAID for the
direct procurement of technical assistance. These figures will be revised over time and
informed by policy dialogue ana costing work. Thraugnout this funding period, AusAID will work
with the Ministry of Health to encourege ana vupport governrent-led change in key areas of
weakness, thus meeting the performance milestones and overtine achieving the performance
outcomes in the Performance Assessment Framework. Thase cutcomes are also consistent with
our shared outcomes under the Australia-Vanuatu Partnership for Development.

Direct financing in the Health sector will contrinute funding o the agreed prionty areas as per

the Vanuatu-Australia Partnership fcr Development and negotiated annuany as part of the
Ministry of Health’s Annual Business Flan and Budget process. The agreed shared outcomes are:

11
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i il
e Improved nealth stawus of 1ne people of Varuatu, with acceierated progress by Vanuatu toward the
health M3Gs.
— Reduce chiid maurtzlity
— Improve maternal hezlth

— Combat HIV/AIDS, mala~ia arda other diseases.

e  Enhanced zccess tc. and auality of, health care services, particularly for rural communities,
including a strengthened heaith supply chain, strengthiened community nursing, and upgraded
facilities

e  Controlling and prograssively eliminating rnalaria
e Improved budgeting, linanziat ana expenciture management

e  Strengthened health informetion system to track MDG progress and support evidence-based
decision-making.

AusAID will continue to surport the Government in the development of a Program based
approach in the Health sector. Significant progress has already been achieved in the
development of a Joint Partnarshin Arrangement 2mong development partners in the sector.
This partnership wil! reduce fragmentation of partner support in the sector through
harmonisation of planning, reporting and monitoring. it will also continue to encourage partner
alignment with Government of Vanuatu systems.

AusAID will continue to provide technicai assistance to help strengthen the health system
focussing on health system development, human resource management and public expenditure
management to help improve service delivery within the sector. In collaboration with the
Government of Vanuatu, long and short term TA wil' be engaged as necessary to provide direct
support to core goverrment funct.ons. The needs, sourcing and management of all technical
assistance wiil be closely coorainated with the Health Partners Group to ensure that Vanuatu is
receiving the level and quality of support that it both wants and needs in order to operate and
improve its heaith system and service delivery.

12
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Annex 2: Payment of GOA funds

1. Payment of GOA funds will be made in up to 2 tranche payments per calendar year (See
Table below).

2. If two tranches are agreed then the split between the first and second tranche (i.e.60% /
40% }is to be agreed annually in writing once the Annual Business Plan and Budget has
been agreed. This will be determined on the basis of Minisiry of Health cash flow
needs’.

3. The first tranche payment in 2011 will be released upcn achievement of the following
performance milestones:

(a) the signing of this Agreement and associated Joint Partnership Arrangement;

(b) the agreement on a Performance Assessment Framework to be included as part
of the Joint Partnership Arrangement; and

(c) endorsement in writing by GOA of the agreed Annual Business Plan and Budget
for the year which incorporates GOA contributions.

4. The first tranche payments in 2012 and 2013 will be released upon

(a) endorsement in vir'ting by GOA o the agreed Annuai Business Plan and Budget
for the year which incorporates GOA contributions;

(b) Monitoring against indicators in tne Performance Assessmient Framework in
accordance with the IPA: and

(c) Achievement of agreed Performarice Milestones. For 2012, these milestones
relate to the develooment of a Mionitorine and Evaluation Framework and
Procurement strengthening as outlined in Annex 3. For 2013, these milestones
will be agreed in writing as part of the 2011 Annual Joint Review and finalisation
of the 2012 Annual Business Plan.

5. The second tranche each year wiil:

(a) Take place around June /July of the year (subject to the conditions for the
tranche payment beirnig met);

(b) be released upon GOV providing an expenditure to date report showing
expenditure agair.st the Business Flan for GOA contributions and GOV providing
a monitoring repott against Perfarmance milestones aind indicators in the
Performance Assessmenit Framework.

(c) In2012 and 2013 be a proportion of the annual approved donor contribution as

agreed in writing upon finalisation of the Annual Business Plan, less any unspent
funds as at 31 December of the previous year.

* 2011 is considered a transition vear and several existing contracts will be phased out during this
period.

13
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raraent ¢ f Vanuatu’s bank account: Fund 4 and/or

da nte the Gow:

2

i

-

Fund

7. The solit between funis allocated fo Fund 4 end IF'und 2 is to be agreed in writing prior
to payment of the first tranche every year.

6. Payment will be m
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Performance Milestones required to trigger 2012 tranche payments

The Ministry of Health, Ministry of Finarce and Economic Management and Partners have
identified Public Financial Management, Monitoring and Evaluation and Procurement
strengthening as the key areas needing major improvements in 2011.

1. Inrelation to monitoring and evaluation the following performance milestones need to be
reached prior to disbursement of funds for 2012:

a)
b)
c)
d)

e)
f)

g)

Implementation of the Performance Assessm =at [ ramework agreed as part of the
Joint Partnership Arrangement process;

MoH and Vila Central Hospiral Health Information work units adequately staffed
either on Public Service Cornmission cngoing nermanent positions or through
contract arrangements;

An action plan to guide the development of the Health Information System;
Sanma and Tafea databases synched with Nationa! database;
Reporting forms updated and simplifiad:

New reporting forms di.trizuted to a1 health cani: s, cispensaries, hospitals, etc;
and

Training held with the relevant staff on new re perting fovv s,

2. In relation to procurement strengthening the following performance milestones need to be
reached prior to disbursement of funds for 2012:

a) A Procurement specialist is recruited;
b) Adequate staff to work on procurement are identified or recruited;
c) A procurement plan for MoH is developed and implemented; and

d) Training held with relevant staff on procurement procedures.

3. In conjunction with the Ministry of Finance and Economic Management a draft Public
Expenditure Review(PER) for the Healtn sector is to be made pukiic by 31 December 2011.

15
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Annex 5: Program Risk Manag2ment Plan

To be included upon agreement besween the Parties

17






