
The Outline of Agreements Signed in November 2002

1. ADB Loan of US$ 60 mn for Power Sector Development Program( 1929-SRI)
Objectives


· To reform and restructure the power sector by improving its financial, operational and economic viability to ensure sector sustainability and the growth. 



Scope of work


· Establish an independent regulator and tariff setting mechanism and tariff rationalization. 

· Introduce competition and commercialization.

· Encourage private sector participation in the sector

· Improve power supply by expansion of the distribution system and rural network. 



Proceeds of loan


· Generate Counterpart Funds through the Rupee proceeds in two traches each $ 3 mn from ADB-OCR Funds  

· Release of the first tranche is subject to meet the requirements of Policy Matrix and loan effectiveness.

· Ensure all counterpart funds are used to support power sector and reforms to be implemented under the program.

· The particular areas of loan proceeds are: 

· finance cost of eligible items relating to program activities

· support financial restructuring of CEB and adjustment costs associated with the program.

· Payment of outstanding government bodies dues owed to CEB

· Reduction of debt obligations of CEB

· Payment of pension liabilities on account of institutional sector reforms.

Conditions for Release 2nd Tranche


· Establishment of public utility commission (PUC).

· Ensure its independency on issue rules, standards on tariff setting, licensing and purchase/sale of power.

· Commencement of operations of new transmission , generations and distribution companies.

· Implementation of unbunding of CEB’s functions.

· No objection ( secured) letter from major lenders for the detailed restructuring of CEB & LECO



Executing agency 

: 
Ministry of Finance


Duration of the program
: 
December 2002 to December 2004 







2. ADB Loan of SDR 52.884 mn for Power Sector Development Project(1930-SRI(SF)

Objective


· Confirmation of CEB’s rural electrification programme and expansion  reinforcement of distribution system

· Provision of equity funds for urgent transmission system to CEB



Scope of work


· Implement  600 rural electrification systems for 820 villages and about 120,000 households with 1360 km of 33 kv lines and 3150 km of 400 v lines

· Expand 400 km of 33 kv lines to strengthen CEB’s existing distribution networks and reduce losses on these lines.

· Construct 3 new 132/33kv grid substations, additional transformer of 30 MVA capacity and replace two 132 kv circuit breakers.

· Procure released equipment



Proceeds of loan


· Foreign & local currency cost for

rural electrification schemes

SDR 28.784 mn 

· Foreign  currency cost for 33kv 

distribution sub projects                           SDR   5.213 mn

· Foreign  currency cost for  

transmission sub projects                          SDR  18.887 mn












       





SDR   52.884 mn







===============



Conditions 


· International competitive bidding procedure and ADB guidelines for procurements are   applied
· Performance for domestically manufactured goods is given.
· Land acquisition & resettlement to be ensured in a timely manner for each sub projects.
· Any successor or assignee of CEB may become an implementing agency to enter a project agreement with ADB

Project Implementing Agencies

Ministry of Power & Energy





      

Ceylon  Electricity Board



Disbursement Completion on 

30 June  2007

3. Netherlands Grant of Euro 2.7 mn for Support to North East Community Restoration and Development

Objective


· Confirmation of “Peace Divident” programme of the Government by facilitating the return of Internally Displaced Persons (IDP) in North and East.

Scope of work


· Contribute Unified Assistance Scheme to implement quick impact projects under North East Community Restoration and Development (NECORD) Euro 1.8mn (67%) 

· Purchase of  school furniture –Euro 0.7mn (26%)

· Provide assistance for planning & supervision including monitoring/evaluation activities and external audit-Euro 0.2mn (7%)



Project management


· The government of Netherlands( Minister for Development Co-operation) determines the definitive financial contribution and controls the procedures. 

· The government of Sri Lanka( Ministry of Finance, the Organization) is responsible to ensure timely and full implementation of activities

· The activities will be implement through ADB/OPEC funded NECORD Project

Responsibilities of Organization:


· Keep separate records and accounts for project funds following financial regulations.
· Provide financial & technical progress reports and audit reports until completion of activities.
· Review the projects of implementation along with the Minister time to time

Disbursement Procedure


· First installment, Euro 2.2 mn transfers to special deposit A/c and inturn  release to NECORD Project upon the signing of agreement
· Subsequent installments will disburse on receipt of progress reports and actual liquidity needs.

Project Implementing Agencies

Ministry of Rehabilitation Resettlement & 





Refugees 

Project completion



30 June  2003

4. Netherlands Grant of Euro 1,209,391 mn for  Supply of Grab Hopper Dredger to Sri Lanka Ports Authority (SLPA)

Objective


· Ensure partial payment (25% or Euro 1,209,391) of the contract amount (Euro 4,837,562) to be disbursed to supplier, IHC Holland NV in order to supply grap hopper dredger for the use of SLPA

Contract


· Supply of a “300 cubic meter self propelled grab hopper dredger” amounting to Euro 4,837,562 

· Grant of Euro 1,209,391 is disbursed directly to the contractor, IHC Holland NV by NIO Bank

· The balance Euro 3,628,171 will be paid by SLPA through Letter of Credit procedure

· Contract payment will be made in installments and grant covers partial payment of installment No 1, 4 and 6 (final installment).

Conditions


· Guaranty on sufficiently funds availability to secure the financial sustainability of the project in case of liquidity shortages of the SLPA. 

· Operation of the dredger exclusively within the Sri Lanka territorial waters during its first 5 years of operation after delivery.

· Ensure that dredged materials will be stored, transported or disposed of in an environmentally friendly manner.

· SLPA conformity for old grab hopper dredger is demolished and this will occur in an environmentally friendly manner.

Project Implementing Agencies

:
Sri Lanka Ports Authority (SLPA)

Project completion



:
31 December  2004


5

