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RESTRUCTURING PAPER

SUMMARY

The proposed restructuring would amend the Financing Agreement to alow for: (i) a
modification of the percentage to be financed by IDA under pooled financing; (ii) a streamlining
of audit arrangements of the State AIDS Control Societies (SACS); aswell as (iii) anincreasein
methods of procurement under the project.

PROJECT STATUS

By mid-term of implementation (November, 2009), NACP |11 had made excellent progress
towards its goal to halt and reverse the HIV epidemic by 2011. There areindications that overall
HIV prevalenceis steadily declining in the general population and in some of the high risk
groups. The anti-retroviral treatment (ART) target for midterm had even been bypassed (268,000
people on ART by September 2009 against atarget of 230,000).

PROPOSED CHANGES

Financing

e While progress in implementation has been satisfactory, disbursement for IDA and DFID
was slower than expected mainly because the pooling partners were not able to reimburse
certain |IEC expenditures incurred at central level by the National AIDS Control
Organization (NACO). The pooling partners were also not able to finance other items
such as procurement of drugs at SACSlevel. In order to make GOI funds available for
these activities, NACO has now requested the pooling partners to increase their combined
share of contributions to the program from the current 83% to 100% for al other eligible
expenditures. Thisrequires IDA to increase its overall share from the existing 48% to
55%, while DFID would increase its contribution from 35% to 45% for the respective
eigible expenditures. GOI requests the modification of the reimbursement percentages
to be effective retro-actively for all expendituresincurred from April 1, 2008.
Disbursement of the pooled financing is done on annual basis, and IDA’ s disbursement
for the FY 2008-2009 is not yet completed. The increased percentage of expendituresto
be financed by the pooled partners will have no effect on their overall financial
contribution to the project.



Category Amount of the Current Percentage | Proposed
Financing Allocated | of Expendituresto Percentage of
(expressed in SDR) | be Financed Expendituresto be
Financed

(1) Pharmaceuticals | 33,600,000 48% of eligible 55% of eligible

and medical medical medical

supplies under the expendituresin each | expendituresin each

Program for Parts 1 fiscal year or any fiscal year or any

and 2 of the Project other percentage other percentage
that the association | that the association
may establish from | may establish from
timeto time time to time

(2) Other Goods, 131,556,274.77 48% of Other 55% of Other

Works, TI/CST Eligible Eligible

Services, other expendituresin each | expendituresin each

Services, training fiscal year or any fiscal year or any

and Operation Costs other percentage other percentage

under the program that the association | that the association

for Parts 1,2,3(i) and may establish from | may establish from

4 of the project timeto time time to time

(3) Consultant 2,700,000 100% 100%

Services under part

3(i) of the Project

Misprocurement 43,725.23

cancelation under

Category (2) value

dated March 5,2010

TOTAL AMOUNT | 167,900,000

o0 Readlocations
See above.

The percentages of reimbursement for eligible expenditures will be modified as explained
in the text and table above. However, the disbursement arrangements themselves will not
change.

* Financial management
In order to streamline the auditing process for the State AIDS Control Societies (SACS) GOI has
proposed to merge the management audit for the SACS with the existing internal audit.

* Procurement

Based on the experiences gained by NACO and SACS during implementation of NACP
[11, the procurement arrangements originally agreed for the project are proposed to be
revised in order to increase the number of methods allowed:



1) For consultant selection methods Selection under Fixed Budget and hiring
of UN Agencies will also be allowed.

i) Non-1CB procurement of medical supplies, which are not governed by
WHO-GMP will be permitted.

iii) For NGO/CBO contracting for TI/CST services, the yearly ceiling will be
increased from the existing USD75 000 to USD 100 000 to take care of
inflation since this ceiling was fixed .

In addition, the prior review threshold for single source consultancy contracts issued to
the firmsis proposed to be increased from US$ 75,000 to US $100,000. All the
modifications in procurement arrangements will be effective from January 1, 2010.



