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1. Foreign Aid Profile

1.1
Aid Commitments

·  The total aid commitment made to Sri Lanka in 2005 by all donors was amounted to US$1,839 million, which is the highest annual aid commitment in the recent years. This amount was committed to the Government of Sri Lanka as the Official Development Assistance(ODA) 
· The main contributory factor for the higher commitment in 2005 is the additional funding made available by the donors for the Tsunami rehabilitation and reconstruction programme of the Government.

·  These commitments were made in the form of loans, grants and technical cooperation. Of the commitments, loans account for US $ 941.6 million or  51 percent of the total, while the balance US $ 898 million or 49 percent is in grants. A summary of the foreign aid received in 2005 and the use of funds are given in Appendix 1
· The major donors for the year 2005 were:
	Donor/Creditor
	Amount committed

(US$ mn)
	Percentage

	Government of the People’s Republic of China Government of  Japan

Asian Development Bank
Government of the Federal Republic of Germany
World Bank  
UN Agencies
Government of France
Government of the United States of America


	325.3 
 196.8  
     202.0
 187.7 
     155.5
     292.0  
        89.0 
 85.8         
	18.0%
10.7%
11.0%
10.2%
8.5%
15.9.%  

       4.8.% 
4.7%.


· Export/Mixed credits which are less concessionary compared to the bilateral and multilateral credit,  totalled to US $ 41.2 million or 2.2 per cent of the total aid commitment in 2005. 
· Commercial borrowings accounted for  US $ 101.5 million  or 5.5% percent of the total commitment in 2005.

· In addition to the normal aid flows, approximately  US $ 225 million was committed to Sri Lanka for Tsunami rehabilitation by International/ Local Non Governmental agencies. 
A graphical presentation of the total aid commitment  is given in the Chart 1.1  and the full list of  donors is given in Appendix 2
Chart 1.1 : Foreign Aid Commitments by Major Donors and Creditors-2005
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Table 1.1     Foreign Aid Commitments  2000 – 2005   
      (US $ Mn)
	Year


	2000


	2001


	2002
	2003
	2004
	Ave.

2000 -2004
	2005

	Loans
	351
	687
	779
	914
	961
	738.4
	941

	Grants
	96
	67
	111
	144
	219
	127.4
	898

	Total
	447
	754
	890
	1058
	1180
	865.8
	1840


In comparison to the annual average of the foreign aid commitments for the period of 2000-2004, the following significant features can be  noted in 2005:
· Significant increase in the total aid commitment by US $ 974 million or 113 percent in  2005 
· The total loan commitment increased by US $  203 million or 28 percent and the total grant commitment increased by US $ 771 million or 604 percent.
· The portion of grant funds in 2005 was considerably higher in comparison to the previous years. These funds were committed mainly for the post Tsunami rehabilitation and reconstruction programmes. 

The loan commitments by different types of financing is given in Table 1.2 below
Table 1.2 : Loan Commitments by Type of Financing(2000-2005)

(US$ mn)

	Source
	2000
	2001
	2002
	2003
	2004
	Average

2000-2004
	2005

	Concessionary loans*
	235
	610
	728
	739
	876
	637.6
	798

	Export Credit
	18
	77
	51
	69
	85
	60
	41

	Commercial Borrowings
	97
	0
	0
	106
	0
	40.6
	101

	Total
	350
	687
	779
	914
	961
	738.2
	940


 *Concessionary loans received from bilateral and multilateral sources.
Aid commitments can be classified by bilateral and multilateral donors. This excludes loans borrowed from export credit agencies and commercial banks.
Table 1.3: Bilateral and Multilateral Aid Commitments 
2000 – 2005   (US $ Mn)

	Source
	2000
	2001
	2002
	2003
	2004
	Average

2000-2004
	2005

	Bilateral
	190
	507
	369
	418
	418
	380
	1013

	Multilateral
	142
	170
	471
	465
	677
	385
	682

	Total
	332
	677
	840
	883
	1095
	765
	1695


In comparison to the annual average aid commitment by bilateral and multilateral donors during 2000-2004 period, following significant factors can be observed in 2005.

· Total bilateral/multilateral aid commitment increased by US$ 930 million or 121 percent.

· Total multilateral commitment increased by US$ 297 million   or 77  percent.

· Total bilateral commitment increased by US $ 633 million   or 166 percent.

· Total commitment of bilateral donor agencies is remarkably higher in comparison to multilateral donors  
The details on aid commitments made by donors and agencies are given in the Appendices 2,3     and 4.  
1.2   Foreign Aid  Disbursements 

· The total amount of foreign aid disbursed in 2005 was US $ 1031 million, of which US$755 million was in loan funds and  US$ 276 million in grant funds. 
· Of the total disbursement, US$ 804 million was from bilateral and multilateral official development assistance and the balance US $ 150 million from export credit agencies and commercial banks. 
· The donors which made the major portion of the disbursements during the year 2005 were :



  Government of  Japan (23%)



  Asian Development Bank (21%) 


  World Bank (15 %)

·    Japan made the largest disbursement amounting to US $ 239 million. ADB and World Bank made the second and third largest disbursements amounting to US $ 214 and US$156 million respectively. 
The details of disbursement of loans and grants are presented in the following Table 1.4 

  Table 1.4:   Foreign Aid Disbursements by Type 2000 – 2005  (US $ Mn)

	Year


	2000
	2001
	2002


	2003
	2004
	Average.

2000 -2004
	2005

	Loans
	442
	426
	495
	908
	719
	598
	755

	Grants
	71
	69
	77
	83
	86
	77
	276

	Total
	513
	495
	572
	991
	805
	675
	1031


When compared with the annual average foreign aid disbursements for the period 2000-2004 the following significant factors can be observed on the disbursements in 2005.

· Total disbursements increased by US $ 356 million or 52 percent.

· Disbursement of loan funds increased  by US $ 157 million or 26 percent 

· Disbursement of grant funds increased by US $ 199 million or  258 percent 

The Table 1.5 shows disbursement of loan funds by type of financing

Table 1.5 : Disbursement of Loan Funds by Type of Financing (US $ Mn)

	Source
	2000
	2001
	2002
	2003
	2004
	Average

2000-2004
	2005

	ODA(Bilateral/Multilateral)
	334
	405
	442
	735
	633
	510
	605

	Export Credit
	11
	21
	53
	68
	86
	48
	46

	Commercial Borrowings
	97
	0
	0
	106
	0
	41
	104

	Total
	442
	426
	494
	909
	719
	598
	755


A graphical presentation of the share of the disbursement by major donors and creditors is given in the Chart 1.2 below

Chart 1.2 :Aid Disbursements by Major Donors and Creditors- 2005
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 The Chart 1.3 shows an increasing trend in the foreign aid commitments and disbursements during the period from 2000 to 2005 except for 2004 where a decline in the aid disbursement has been experienced. 
Chart 1.3 : Aid Disbursements and Commitments 2000-2005 
[image: image3.emf]350

513

687

495

779

572

914

991

1180

805

1839

1031

0

500

1000

1500

2000

2000 2001 2002 2003 2004 2005

Year

 Aid Commitment Aid Disbursement



Compared with the past five years, there has been a marked improvement in the mobilization of donor funds in 2005. Total disbursement also substantially higher in 2005. The reason for the improved mobilization and disbursement was the flow of funds for the Tsunami rehabilitation and reconstruction. In addition, the government has taken number of  measures to improve systems and procedures connected with the implementation of the projects during the past few years.  

The Government initiatives taken to improve the use of foreign aid  are:
· Establishment of  a National Procurement Agency(NPA) to simplify procument procedures.
· Introduction of an effective monitoring system through the conduct of regular meetings chaired by Secretary to the Treasury with Project  Directors and Donor agencies

· Appointment of Additional Secretaries in key project implementing ministries to monitor foreign funded projects 

· More autonomy for Project Directors and PMUs. 

· Training of Project Directors

· Close coordination with Treasury to release counterpart funds in a timely manner
The details of aid disbursement made  by donors are given in the Appendices 5,6,7 and 8.
1.3 Disbursements by Loan Denominated Currency

Of the total amount disbursed in 2005, the highest amount equivalent to US $ 323 mn was denominated in Special Drawing Rights (SDR) while US $ 279 mn  in United State Dollars(USD), US $ 253 mn in Japanese Yen (JPY),  US $ 114 mn in Euro and US $ 44 mn in other currencies.

The foreign loan disbursement by currency in 2005 is illustrated in the Chart 1.4 below 

Chart 1.4  Disbursements by Loan Denominated Currency in 2005
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Although, in general, the Sri Lankan Rupee was in a depreciation trend during the past, it appreciated against major loan currencies in the year 2005. The fluctuation of the major loan currencies against the Sri Lankan Rupee in the period 1984-2005 is illustrated in the Chart 1.5 below. By taking 1999 as the base year, the appreciation of the major loan denominated currencies i.e, United State Dollar(USD),  Japanese Yen (JPY), EURO(EUR) and Special Drawings Rights (SDR) against the Sri Lankan Rupee is illustrated in the Chart.  The appreciation of Euro against SLR was faster than that of US Dollar during recent years.  

Chart 1.5: Currency Appreciation against the Sri Lankan Rupee:
 1999 = 100
The foreign aid disbursement during the period from 1985 to 2005 is shown in Chart 1.6 below. The exchange rate parity variation between the Sri Lankan Rupee and the US Dollar is also shown in the Char 1.6 as a line graph. 

Chart 1.6 : Aid Disbursements 1985-2005
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1.4 Foreign Aid Disbursement Ratio (FADR)
The foreign aid disbursement ratio(FADR) is the commonly used indicator to measure utilization of foreign aid.  
· The annual disbursement as a percentage of committed undisbursed balance of foreign aid at the beginning of the year is defined as the FADR  of that year.  
· FADR depends on the average project/loan portfolio life. For instance, if the average  portfolio life is five years, one fifth of the loan should be disbursed  annually and therefore the Disbursement Ratio should be 20%.
 The disbursement ratios for different donor categories for the period from 2000 to 2005 are given in Table 1.6 below

Table 1.6: Disbursement Ratios for the Period 2001 - 2005( Loans and Grants)

	                  Year
	2001


	2002


	2003


	2004


	2005



	Donor
	
	
	
	
	

	Japan

	20.2%
	14.5%

	15%
	17.7%
	15.8%

	ADB
	16.2%
	23.5%
	20.5%
	19.6%
	21.2%

	World Bank
	16.6%
	40.8
%
	33.2%
	24.7%
	34.3%

	Other Bilateral

	44.7%
	20.9%
	27.2%
	30.7%
	30.5%

	Other Multilateral
	21%
	21.8%
	20.7%
	29.3%
	76.8%

	Export Credit
	72.7%
	57.6%
	73.5%
	84%
	36.4%

	Overall

	22.1%
	21.5%
	21.7%
	23%
	27.3%


About 90% of the projects in the aid portfolio has  life spans between  5 – 6 years and therefore the satisfactory levels of the overall Disbursement Ratio should be between 16% to 20%. As shown in Table 1.6,  the overall Disbursement Ratio for the year 2005 shows considerably higher figure than  this level.  
· Disbursement under the programme loans takes place faster than the disbursement under project loans and grants. Therefore, programme loans cause to make the disbursement ration higher. However, contribution of programme loan is less in 2005.   
· Of the major donors, the ADB and Japan show lower disbursement ratios, while the other categories show  high disbursement ratios  
· In general,  the Export Credit category has a higher disbursement ratio due to shorter lifetime of projects. But this category recorded lower disbursement ratio in 2005 in comparison to the previous years. This was due to the accumulation of new commitments.
·  The Disbursement Ratios for Japan and ADB are low due to the larger life cycles of loan portfolios which are  higher than the average portfolio life. 

The Disbursement Ratios of major donors for the period from 2001 to 2005 together with the amounts disbursed and Cumulative Undisbursed Balances(CUB) of the loan portfolio at the beginning of the year are presented in Table 1.7.
Table   1.7:  Aid Utilization  for the Period 2001-2005
	Donor
	Description
	Currency
	2001
	2002
	2003
	2004
	2005

	Japan 
	Aid Utilization( Loan & Grant)
	 
	 
	 
	 
	 
	

	 
	Disbursement
	Yen
	29.3
	23.2
	25.6
	30.6
	26.4

	 
	Beginning CUB1
	billion
	145.2
	160.5
	170.3
	172.4
	167.4

	 
	Disbursement ratio
	 
	20.2%
	14.5%
	15.0%
	17.7%
	15.8%

	 
	Utilization of Loans
	 
	 
	 
	 
	 
	

	 
	Disbursement
	 
	26.9
	20.2
	23.6
	28.5
	21.9

	 
	Beginning CUB
	 
	141.6
	156.4
	168.1
	170.7
	165.1

	 
	Disbursement ratio
	 
	19.0%
	12.9%
	14.0%
	16.7%
	13.3%

	 
	 
	
	 
	 
	 
	 
	

	ADB
	Aid Utilization( Loan & Grant)
	SDR
	 
	 
	 
	 
	

	 
	Disbursement
	Million
	75.7
	118.1
	107.6
	106.7
	145.1

	 
	Beginning CUB
	
	468.4
	501.6
	523.8
	543.3
	684.6

	 
	Disbursement ratio
	 
	16.2%
	23.5%
	20.5%
	19.6%
	21.2%

	 
	Utilization  of Loans
	 
	 
	 
	 
	 
	

	 
	Disbursement
	 
	71.4
	114
	105.2
	103.8
	136.5

	 
	Beginning CUB
	 
	452.2
	484.2
	509.4
	528.4
	670.3

	 
	Disbursement ratio
	 
	15.8%
	23.5%
	20.6%
	19.6%
	20.3%

	 
	 
	 
	 
	 
	 
	 
	

	World Bank
	Aid Utilization( Loan & Grant)
	SDR
	 
	 
	 
	 
	

	 
	Disbursement
	Million
	33.6
	73.5
	57.7
	48.7
	105.8

	 
	Beginning CUB
	
	203
	180
	173.8
	196.8
	308.3

	 
	Disbursement ratio
	 
	16.6%
	40.8%
	33.2%
	24.7%
	34.3%

	 
	 
	 
	 
	 
	 
	 
	

	 
	Utilization of  Loans
	 
	 
	 
	 
	 
	

	 
	Disbursement
	 
	31.2
	70.6
	52.7
	46.1
	76.4

	 
	Beginning CUB
	 
	196.9
	175.8
	164.5
	152.8
	189.1

	 
	Disbursement ratio
	 
	15.8%
	40.1%
	32.0%
	30.2%
	40.4%

	 
	 
	 
	 
	 
	 
	 
	

	Other
	Aid Utilization( Loan & Grant)
	 
	 
	 
	 
	 
	

	Multilateral
	Disbursement
	US$
	20.7
	18.6
	33
	47.6
	123.8

	 
	Beginning CUB
	Million
	98.6
	85.2
	158.9
	162.5
	161.2

	 
	Disbursement ratio
	 
	21.0%
	21.8%
	20.7%
	29.3%
	76.8%

	 
	Utilization of  Loans
	 
	 
	 
	 
	 
	

	 
	Disbursement
	 
	5.2
	5.2
	13.1
	33.9
	28.1

	 
	Beginning CUB
	 
	55
	49.7
	93.4
	99.3
	81.6

	 
	Disbursement ratio
	 
	9.5%
	10.5%
	14.0%
	34.1%
	34.4%

	
	
	
	
	
	
	
	

	Other
	Aid utilization (loan & grant) 
	 
	 
	 
	 
	 
	

	Bilateral
	Disbursement
	US$
	114.6
	63.4
	90.4
	120.4
	135.1

	 
	Beginning CUB
	Million
	256.3
	303.1
	332.4
	392.4
	443.1

	 
	Disbursement ratio
	 
	44.7%
	20.9%
	27.2%
	30.7%
	30.5%

	 
	Utilization of Loans
	 
	 
	 
	 
	 
	

	 
	Disbursement
	 
	74.3
	35.5
	54.9
	76.2
	65.4

	 
	Beginning CUB
	 
	157.6
	216.4
	231.6
	264.7
	293.1

	 
	Disbursement ratio
	 
	47.1%
	16.4%
	23.7%
	28.8%
	22.3%

	 
	 
	 
	 
	 
	 
	 
	

	Export 
	Utilization 
	 
	 
	 
	 
	 
	

	Credit
	Disbursement
	US$
	22.4
	53
	67.8
	85.9
	45.0

	 
	Beginning CUB
	Million
	30.8
	92
	92.2
	102.3
	123.6

	 


	Disbursement ratio


	 
	72.7%


	57.6%


	73.5%


	84.0%


	36.4%


	Donor
	Description
	Currency
	2001
	2002
	2003
	2004
	2005

	Overall
	Aid utilization (loan & grant) 
	 
	 
	 
	 
	 
	

	 
	Disbursement
	US$
	534.2
	569.5
	641.6
	776.0
	1019.3

	 
	Beginning CUB
	Million
	2420
	2650.3
	2952
	3370.0
	3731.2

	 
	Disbursement ratio
	 
	22.1%
	21.5%
	21.7%
	23.0%
	27.3%

	 
	 
	 
	 
	 
	 
	 
	

	 
	Utilization of Loans
	 
	 
	 
	 
	 
	

	 
	Disbursement
	US$
	450.9
	495.1
	559.2
	690.0
	756.5

	 
	Beginning CUB
	Million
	2220
	2467.2
	2733
	3074.0
	3281.3

	 
	Disbursement ratio
	 
	20.3%
	20.1%
	20.5%
	22.4%
	23.3%

	 
	 
	 
	 
	 
	 
	 
	

	 
	Utilization of Grants
	 
	 
	 
	 
	 
	

	 
	Disbursement
	US$
	83.3
	74.4
	82.5
	86.0
	262.8

	 
	Beginning CUB
	Million
	200.1
	183.1
	216
	296.0
	449.9

	 
	Disbursement ratio
	 
	41.6%
	40.6%
	38.2%
	29.1%
	58.4%

	 
	 
	 
	
	 
	 
	 
	 


1. CUB= Committed  Undisbursed  Balance at the beginning of the calendar  year.

A graphical presentation of the Cumulative Undisbursed Balance (CUB) at the beginning of the year, the Aid Commitment and the Aid Disbursement  in the period from 2001 to 2005 is given in the Chart 1.7 

Chart 1.7 :     Relationship between Annual Commitment, Cumulative Undisbursed    

                       Balance(CUB) and Annual Disbursement  2001 to 2005
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1.5 Foreign Aid Commitment and Disbursement by Sector

The following sectors accounted for major portions of  the foreign aid commitment and disbursement in 2005.

· Tsunami Rehabilitation and Reconstruction

· Power and Energy, Education,
·  Private Sector Development,
·  Water Supply and Ground Transport .  
The Charts 1.8 and 1.9 below show the sectoral distribution of aid commitments and disbursements in 2005.

The details of the foreign aid commitment and disbursement by sector are given in the Appendices 9 and 11 respectively.
Chart 1.8: Aid Commitment by Sector –2005
(US$ Mn)
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Chart 1.9:     Aid Disbursement by Sector- 2005
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1.6 Sri Lanka Development Forum 2005

The Sri Lanka Development Forum -2005 was held in Kandy, Sri Lanka on 16th and 17th  May 2005.  It was attended by representatives from 27 countries and 29 international donor agencies. The Forum was declared open by the H.E the President and the Hon. Prime Minister, Hon. Cabinet Ministers, senior officials, representatives from the private sector, trade unions, non governmental sector, civil society and other stakeholders were participated in the Forum.
The Ministry of Finance and Planning took the leadership in organizing the Development Forum to focus on the post-tsunami recovery and reconstruction process and the overall medium-term development strategies of Sri Lanka. At  the conference,  the total pledges made by the multilateral and bi-lateral donors, the IMF and the NGOs were US$ 3.3 billion.  It included US$ 268 mn, which was provided by the IMF by way of both emergency relief and debt moratorium and US$ 265 mn debt moratorium provided by the bilateral donors. 

 These pledges were used for Post Tsunami recovery and reconstruction activities in the affected areas based on the need assessment carried out by the Government in consultation with donor agencies. The pledges became commitments for specific Tsunami related projects as and when financial agreements were signed. 

In addition, the Sri Lanka Millennium Development Goals Country Report-2005 was  presented and mid term- development strategies of  Sri Lanka were reviewed in line with commitments for  future  assistance at the Forum.
This Forum was crucial for Sri Lanka, since it was held just  5 months after the Tsunami disaster to mobilize resources for the recovery and reconstruction programme as well as it provided an opportunity for the development partners to engage in a wider consultative process. 

1.7
Debt Relief and Deferment

In response to a request made by the Government of Sri Lanka for debt relief to facilitate the Tsunami recovery and reconstruction programme, the Paris Club offered a one year moratorium on bilateral official development debt owed  by the member countries.  

The Memorandum of Understanding (MOU) for the debt moratorium was concluded by the Paris Club member countries on 15th June 2005.  The participating creditor countries to the debt moratorium  were  USA, Canada, Denmark, France, Germany, Japan, the Netherlands and Korea.  Under this arrangement the Government of Sri Lanka is able to defer the payment of the full amount of the principal and interest (excluding late interest) due from January 1 to December 31st of 2005.The deferment payments have to be made in 7 equal semi-annual instalments, starting from  December 1, 2006 and ending on December 1, 2009. The rates and the conditions of interest on the financial arrangements were determined bilaterally between  Sri Lanka and the participating creditor countries.  However, these interest rates were at the concessional rates as applied to  the original debts. 

In addition, India offered a three year moratorium on its debt.  China and Italy has written off RMB 35.6 million (US$4.33milion) and Euro 7.237 (US$9.31 million) respectively.   The United Kingdom offered to reimburse 10% of Sri Lanka’s annual debt service payment to the International Development Association (IDA) of the World Bank up to 2015.  The applicable amount for 2005 was US$ 5.7 million.

The total of the debt  moratorium, written off and relief received by Sri Lanka is US$ 284.72 million. The amount applicable for 2005 is US $ 265.51 million.  This comprised of the annualized debt relief on account of the debt write off by China and Italy and the debt relief grant provided by the United Kingdom.  
The debt relief and moratorium enabled Sri Lanka to finance the required counterpart expenses of foreign funded projects on reconstruction and rehabilitation of Tsunami affected infrastructure and provide livelihood support. 

The details of  debt relief  and moratorium are given in the Table 1.8 below 
Table 1.8 Debt Relief and Deferment
	Donor/Creditor
	Currency
	Principal in 

Loan currency(mn)
	Principal  (US$ mn)
	Interest

(US$ mn)
	Total

(US$ mn)
	Total for 2005

	Write off
	
	
	17.91
	1.66
	19.57
	11.33

	China
	CNY
	35.64
	4.33
	-
	4.33
	4.33

	Italy
	EUR
	7.24
	9.31
	
	9.31
	1.3

	UK(10% of IDA debt)
	USD
	4.27
	4.27
	1.66
	5.83
	5.7

	Deferment
	
	
	184.79
	80.36
	265.15
	254.18

	U.S.A
	USD
	24.74
	24.74
	15.27
	40.01
	33.73

	India
	USD
	5.78
	5.78
	1.75
	7.53
	4.5

	France
	EUR
	4.45
	5.73
	2.24
	7.97
	7.35

	Japan
	JPK
	14.04
	122.35
	54.65
	177.0
	177.1

	Germany
	EUR
	10.55
	13.57
	3.25
	16.82
	15.7

	Canada
	CAD
	4.25
	3.42
	0.04
	3.46
	3.5

	The Netherlands
	EUR
	3.97
	5.05
	0.58
	5.63
	5.6

	Denmark
	DKK
	4.80
	0.83
	-
	0.83
	0.8

	Korea
	KRK
	3.30
	3.32
	2.58
	5.9
	5.9

	Grand total
	
	
	202.7
	82.02
	284.72
	265.51


2.0
 Foreign Aid Commitment and Disbursement by Major Donors 

2.1
Bilateral Donors
2.1.1
Japan

The government of Japan committed US$ 197 mn through 2 loan agreements and 8 grant agreements signed in 2005.  Of this amount US$ 105 mn  was committed as loan funds and the balance US$ 92 mn  as grants.  The  commitment by Japan accounted for 11 percent of the total commitment by all donors in 2005.

The loan agreements signed in 2005 are:

Project.







Amount (US$ mn)

1. Vavuniya-Kilinochchi Transmission Line Project  
 

   11.96
2. Sri Lanka Tsunami Affected Area Recovery and Take off 
(STAART) Project
         





    93.67
The terms of the loans are; average interest rate at  0.75 percent  per annum and  30 year  repayment period after a grace period of 10 years. 
The  grant agreements are : 

Project.







Amount (US$ mn)

1. Non Project Grant Aid Program - 2004 (Tsunami Rehabilitation)
77.33
2. New Highway Bridge - Manampitiya (Detail Design)
  
0.34


3. Sewer Cleaning Equipment for Colombo City

  
1.41
4. Food Production Grant – 2004



  
3.15
5. Japanese Assistance for Tsunami Disaster


  
1.01
6. Construction of a New Manampitiya Bridge


  
9.72 

7. Detail design for Improvement of Central Functions 
of Jaffna Teaching’s Hospital
 




0.76
8.
28th Debt Relief Grant (FY-2002)-(enhancement)


0.01

Total disbursements by Japan amounted to US$ 238.6 million, which is equivalent to 23.5 percent of the total disbursement made by all donors  in the year 2005.  Of this amount US$ 198.5 million was disbursed in loan funds and the balance US$ 40.1 million in grants. 
2.1.2 China
China committed US$ 325.3 million or  17.7 percent of the total aid commitment made by all donors in 2005. These commitments were made through one loan agreement and four grant agreements signed in 2005.  The loan agreement of US $ 300 million was signed as a Preferential Buyer’s Credit Scheme for which projects are to be identified subsequently.  
The  loan is repayable in 15 years after a grace period of four years with an interest rate of 2% per annum. 

The grant agreements are ;

Project




        
   Amount (US$ mn)

1. 
Renovation of Fisheries Harbors Damaged by Tsunami


18.21
 

2. 
Making Statues of Leaders at BMICH




 0.24
 

3.
Economic and Technical Cooperation.




 6.16

 


4.
Investigation on the Projects for the Construction


 0.06

Disbursements made by China during the year 2005 was US $ 10.2 million out of loan funds.
2.1.3
Federal Republic of Germany
The Government of Germany committed US$ 187.7 million in 2005. Of this amount US $ 79.9 million was in the form of loans and the balance US $ 107.8 million was in the form of grants.  These commitments were made through four loan agreements and fourteen grant agreements signed in 2005. 

The loan agreements signed during the year 2005 are: 

Project




          

Amount (US$ mn)

1. DFCC IV credit line for  Private Sector Development


24.35
  


2. NDB V  credit line for Private Sector Development


24.56  



3. Sapugaskanda Diesel Power Plant project - First Extension

15.94

4. Rehabilitation of  Electricity Supply to Jaffna –Killinochchi

14.74

The grant agreements signed during the year 2005 are: 

Project




         

 Amount (US$ mn)

1. National Institute of Applied Advanced Technology


  2.71
2. Emergency Aid for Victims to Tsunami Disaster



  1.28
3. Tsunami Housing Reconstruction Programme



11.97
4. Study and Expert Fund for Preparation/Execution of  Tsunami 
                                      Rehabilitation projects






  2.41
5. Reconstruction of  Tsunami Damaged Water Supply Galle                                                     District, Phase II







17.55
6. Infrastructure Programme Baticaloa District



17.57
7. Rehabilitation, Reconstruction & Modernization of Vocational                                            Training Institutions Damaged by Tsunami



11.84
8. Rehabilitation of Social, Technical and Productive Infrastructure
11.84
9. Housing Project







  4.73
10. Qualification of Executing Structures




  4.14
11. Education Measures, Psycho Social Care




  4.14
12. Promotion of Micro,Small and Medium Enterprises


  5.92
13. Reconstruction of  Tsunami damaged Water Supply Galle Dist.,Phase I  8.52
  


14
Study and Expert Fund-II (-Enhancement)



  1.76







Of the total grant commitment of US $ 107.8 million made by Germany, US $ 54 million was for the post Tsunami rehabilitation and reconstruction activities.

Germany made disbursement of  US$ 62.5 million or 6.2 percent of the total disbursement made by all donors in 2005.  Of this amount US$ 24.6 million was in the form of loans and the balance US $ 37.9 million was in grants. 

2.1.4
France

The Government of France committed US $ 89 million or 4.8 percent of the total aid commitment made by all donors in 2005. These funds were made  through two loan agreements signed  in 2005 

The loan agreements  are: 

Project




         

 Amount (US$ mn)

1. Trincomalee Intergrated Infrastructure Project [TIIP]


76.43


2. Greater Trincomalee Water Supply Project



11.84
The loan disbursement on account of an ongoing project was amounted to US$ 0.3 million in 2005.
2.1.5  
United States of America (USA)

USA committed US$ 85.8 million  or a 4.7 percent of the total commitment made by all donors in 2005. These commitments were made through 10 grant agreements signed for the following projects. 

The  grant agreements are : 

  
Project




         

 Amount (US$ mn)

1 Tsunami Recovery & Reconstruction Support



57.12

2 TA for Sewerage Infrastructure in Tsunami Affected Towns

  0.49

3 TA for Solar Powered Community Water Supply


  0.36.

4 TA for Disaster Early Warning System Capacity Development

  0.40
5 TA for Airports Investment Development Program.


  0.42

6 Transport Logistic TA for the Tsunami Affected Areas.


  0.47

7 Strategic Advisory and ICT Systems T.A.



  0.37

8
Increase Competitiveness in the Global Market-(Enhancement)

  7.63

9
Integration of Disadvantaged Community



  3.54

10
Peace, Good Governance & Citizens' Rights



15.00

Disbursements made by USA was US $ 17 mn in 2005

2.1.6 Korea

Government of  Korea committed US $ 38.4 million or 2.1 percent of  the total commitment made by all donors  in 2005. These commitments were made through two loan agreements and two grant agreements signed in 2005. 

The loan agreements  are: 

Project




         

 Amount (US$ mn)

1 Greater Galle Water Supply Project Phase II


 
15.41


2 Re- Engineering Government Component of e-Sri Lanka Project
15.00

The grant agreements are ;

Project




         

 Amount (US$ mn)

1
Construction & Rehabilitation of the Mahanama Bridge, Matara
 7.00

2.
Primary School Construction at Zahira College



 0.80

The disbursement reported by Korea amounted to US$ 17.5 million which was equivalent to 1.7 percent of the total disbursement made by all donors in the year. All disbursements made were from  loan funds. 

2.1.7
 Sweden
Sweden committed US$ 28.9 million through seven grant agreements signed in 2005. This represents 1.6 percent of the total commitment made by all donors. 

The grant agreements signed during the year are:

Project




       
   
Amount (US$ mn)

1. Equal Access to Justice 






  1.61  


 
2. Small & Medium Enterprise Development for Pro-Poor Growth
  4.96.
3. Enhancing the Capacity in Civilian Policing in Sri Lanka

  4.22
 

4. Computerization of Population Registry




  1.43
5.  Rehabilitation of Provincial Roads in the North East  of Sri Lanka
14.85       


6
Consultancy Services Fund-(Enhancement)



 0.52

7
Employment Servicing & Delivery System-JOBSNET-(enhancement)
 1.17

The total disbursement by Sweden accounted for US$ 6.4 million during the year 2005.  All disbursements were in the form of grant funds. 
In addition. Sweden has made disbursement of US $ 2.62 million (or SEK 19.145 million) in 2005 under the Swedish Research Cooperation Programme. 
2.1.8 Kuwait

The Government of Kuwait committed US $ 21.7 million or 1.2 percent of the total commitment made by all donors in 2005. These commitments were made through two loan agreements signed in 2005. 

The loan agreements  are: 

Project




         

 Amount (US$ mn)

1
Strengthening of Tertiary Education & Administrative Infrastructure



 in Tsunami Affected Areas






 20.54


2. Feasibility Study Moragalla Hydropower Project 27MW


   0.85

The disbursement reported by Kuwait was in loan funds and amounted to US$ 4.9 million which was 0.5 percent of the total disbursement made by all donors in the year 2005.

2.1.9 
The Netherlands
The Netherlands committed  US $ 19.9 million in 2005. These commitments were in the forms of grants.  

The  grant agreements are : 

Project




          


Amount (US$ mn)

2. Refloating of the "Diya Kowulla" damaged by the Tsunami

 0.96

3. Reconstruction of Tsunami Affected Fishing Boats


 6.08

4. Emergency Repair to the Breakwater of KKS Port


 0.44

5. Reconstruction of the Signalling & Communication System on the                                    Tsunami Hit Costal line Railway Between Colombo & Matara.
12.18

In addition, the Government of Netherlands provided US $ 8.7.million for the Owner Driven Housing Reconstruction Programme of the Tsunami affected people. These funds were channelled through the Asian Development Bank

The total disbursement by the Netherlands accounted for US$ 10.8  million or 1.1 percent of the total disbursement made by all donors  in 2005.  All the disbursements were in grant funds.

2.1.10
Switzerland

The Government of Switzerland committed US $ 9.1 million through two grant agreements signed in 2005.  

The grant agreements are ;

Project




         

 Amount (US$ mn)

1
Repairs and Reconstruction of Schools Damaged by Tsunami

2.14

2
Owner Driven Housing Reconstruction Programme for Tsunami                                           Affected People.







7.00 

The disbursement made by Switzerland was US $ 6.5 million in 2005
2.1.11
Denmark

The Government of Denmark committed US $ 7.8 million in 2005 for rehabilitation of Tsunami affected Water and Sanitation services. 

2.1.12
Italy

The Government of Italy committed US $ 3.1 million in 2005, through a loan/grant agreement  to support microfinance activities in the Tsunami affected areas.
The disbursement made by Italy was US $ 0.4 million in 2005
2.1.13
 Norway
Government of Norway committed US $ 0.18 million through a grant agreement signed for the enhancement of ongoing  Hambantota Integrated Coastal Resources Management Project in 2005. 

The total disbursement by Norway accounted for US$ 3.6 million which was 0.4 percent of the total disbursement made by all donors in 2005. All disbursements were in the form of grant funds. 

2.1.14
India

No commitments were made by India in 2005. 
Total disbursements by India amounted to US$ 7.4 million which was 0.7 percent of the total disbursements by all donors.  All disbursements were in loan funds.
2.1.15  
Saudi Fund for Arab Economic Development

No commitments were made by Saudi Fund in 2005.  

Disbursement of US $ 0.3 million was made under two ongoing projects.
2.1.16 OPEC  Fund for International Development 

There is no commitment made by OPEC Fund in 2005. The Disbursement of US $ 4 million of loan funds was made during the year 2005.

2.1.17
     Australia

There is no commitments made by Australia  in 2005. The disbursement made as grant funds was US $ 0.9 million.
2.2
Multilateral Financing Agencies
2.2.1   Asian Development Bank (ADB)
The Asian Development Bank committed US$ 202 million, or 11 percent of the total commitment made by all donors in 2005,  through two loan agreements and nine grant agreements signed during the year 2005. Of this amount US$ 32.1 million was committed in loan funds and the balance US$ 167.2 million in grants.  

The loan agreements  are:

Project




 
      
  
Amount (US$ mn)

1.  Tsunami-Affected Areas Rebuilding  Project



  6.85  



2. North East Community Restoration & Development  (II)

25.44
The Grant agreements are: 

1. Tsunami-Affected Areas Rebuilding Project



150.00
2. Grater Colombo Wastewater Project




   0.85
3. North East Community Restoration & Development


 14.00         


4. Post Tsunami Emergency Assistance




  0.50
5. Psychosocial Health in Conflict Affected Areas Project


  0.40
6. TA for Preparing the SME Sector Dev. Program II


  0.55
7. Post Tsunami Utility Connections for the Poor



  2.00
8. Restoration & Rehabilitation of line Drainage System


  2.00

9
Products and Services for Domestic Debt mt.



  0.70
The loans from the ADB Special Resources Fund(ADF) are repayable in 32 years  inclusive of  8 years grace period with interest charge of one percent per annum during the grace period and 1.5 percent per annum thereafter.
The loans from the ADB’s Ordinary Capital Resources (OCR) are repayable in 25 years including a grace period of 5 years. The interest rate is variable London Interbank Offered Rate (LIBOR)  plus 0.6 percent. The commitment charge of the loan is 0.75 percent per annum on undrawn balance of the loan.   
Total disbursements by the ADB amounted to US$ 213.9 million, which was 21.1 percent of the total disbursement made by all donors in 2005. Of this amount, US$ 201.1 million was in loan funds. The balance US$ 12.8 million  was in the form of grants.

2.2.2  World Bank (IDA & IBRD)

World Bank (IDA, IBRD) committed US$ 155.5 million, an 8.5 percent of the total commitment made by all donors, through 2 loan agreements and 6 grant agreements signed in 2005. Of this amount US $ 122.9 million was in loan funds while the balance US$ 32.6 million  was in the form of grants. US $ 75 mn  (a mix of  loan and grant funds )  has been rendered to finance  Tsunami Emergency Reconstruction Phase-1, as indicated below 
The loan agreements are:
Project


           

     
  
 Amount (US$ mn)

1. North East Housing Reconstruction Project



77.60

2. Tsunami Emergency Reconstruction- Phase I



(40.00)

(Restructured*)

3. Tsunami Emergency Reconstruction- Phase II



45.62

The Grant agreements are:

Project


           

     
  
 Amount (US$ mn)

1. Tsunami Emergency Reconstruction Project-Phase1


(35.00)

(Restructured*)
2. Tsunami Emergency Recovery Project Phase. II



30.36

3. Education Sector Operation Project




  0.30
4. Support to Develop Statistical Master Plan



  0.10
5. DFID Grant for Education Sector Wide Approach Project

  0.91
6. Post Conflict Fund Grant an Institutional Partnership Model for  

              Leveraging Social Capital for Economic Empowerment in Sri Lanka
  0.24
* Funds for the Tsunami Emergency Reconstruction Phase-I were derived by restructuring US $ 75 mn from slow moving IDA projects. 
The all loans are from IDA resources which are repayable in 30 years after a grace period of 10 years with a service charge of  0.75 percent per annum.
Total disbursement by the World Bank amounted to US$ 156.3 million which was 15.4 percent of the total disbursement made by all donors in 2005.  Of this amount US$ 112.9 million was in the form of loans while the balance US$ 43.4 million was in grants.

2.2.3  UN Agencies

UN agencies committed US $ 292 million  or 15.9 percent of the total commitment made by all donors in 2005. These commitments were made through 32 grant agreements signed during the year 2005 under UNDP, FAO, UNICEF,  UNFPA and WFP. Total disbursement made by the UN agencies (UNDP, UNFPA,UNICEF and WFP) was US $ 96.5 million , which is  9.5 percent  of  the total disbursement made by all the donors in 2005. 
The commitments and disbursements made by UN agencies are given below
2.2.3.1  United Nations Development Programme

         (UNDP)
UNDP committed US$ 36.4 million through 9 grant agreements signed in 2005.  
The grant agreements are :

Project


           

     
  
 Amount (US$ mn)

1. National Human Rights Commission Project Phase II


  0.53

2. National Planning & Policy for Operationalizing the MDGs

  
  0.20

3. Capacity Development for Recovery Programme in Tsunami                                              Affected Areas.







20.79

4. STRONG PLACES






 
 1.00

5. Recovery of the Fisheries Sector.





  4.00

6. Sustainable Recovery of Micro Enterprise Sector.


  
  4.07

7. Emergency Recovery of Tsunami Affected Housing.


  2.71

      8.
Assistance for Support to Parliament





  2.20
      9.
Urban Governance Support Project





  0.15

Disbursement made by UNDP was US $ 17.12 million in 2005 .
2. 2.3.2  United Nations Population Fund (UNFPA)

UNFPA committed US$ 10 million in 2005. These commitments were made through the following 3 grant agreements 

Project






Amount (US$ mn)

1. Restoration of RH Services In Tsunami Affected Districts

7.73
2. Building Psychosocial Wellbeing Among Individuals and                                                         Communities Living in Tsunami Affected Areas.


1.93
3. Reproductive Health and Prevention of HIV/AIDS in Sri Lanka
0.35
The disbursement reported was US$ 6.18 million. All disbursements were in the form of grant funds.
2.2.3.3   Food and Agriculture Organization  (FAO) 


FAO committed US $ 26.08 million through 14 grant agreements signed during the year 2005. 

The grant agreements are:

Project






Amount (US$ mn)

1. Strengthening Avian Influenza Control Through Improved 

                       Transboundry Animal Disease





0.35 
2. Rehabilitation in Earthquake/Tsunami-affected Areas.


0.40


3. Assistance to Tsunami-Affected Fisher Households


1.95
4. Assistance for Tsunami-Affected Coastal Communities


2.67
5. Emergency Assistance for the Rehabilitation of Fisher-folk                                                                      Communities in the Tsunami-Affected Districts of Sri Lanka

3.08
6. Integrated  Programme for the Rehabilitation of the Fishery                                                           Sector in the Tsunami Affected District




5.63
7. Emergency Rehabilitation of the Fisheries Sector(Tsunami)

0.12
8. Emergency  Assistance Rehabilitation to Fishery Folk                                                   Community-Tsunami






3.77
9. Tsunami affected Vulnerable Fisherman & Women in Sri Lanka
5.10

10. Rehabilitation of Agricultural Communities in the Tsunami                                                     Affected Areas







1.27

11. Emergency Assistance Tsunami Affected Fisher House Holds

0.60

12. Agricultural Assistance to Tsunami Affected Districts


0.18

13. Reclamation of Salinity Affected Agricultural Land in Tsunami 



 Districts








0.20

14. Forestry Programme for early Rehabilitation in                                                                        Asian Tsunami Affected  Communities




0.75.

The total disbursement reported by FAO was  US $ 9.86 million
2.2.3.4 United Nation Children’s Fund (UNICEF)
UNICEF committed US$ 144.26 million in 2005. These commitments were made through 2 grant agreements 

The grant agreements are :

Project






Amount (US$ mn)

1
Sri Lanka UNICEF Programme . 2002-2006 (enhancement)

    7.73

2
Tsunami Response Plan 2005-07 Rebuilding with Children

136.00

The total disbursement reported by UNICEF was  US $ 6.62 million

2.2.3.5 World Food Programme (WFP)
WFP committed US $ 75.3 million, through two grant agreements signed in 2005 

The grant agreements are :
Project







Amount (US$ mn)

1
Assistance to Vulnerable Groups for Peace Building in Conflict Areas
 
25.91

2
Assistance to Tsunami Victims in Sri Lanka




24.42

3
-Do-    (Enhancement)







24.61

4
-Do-    (Enhancement)







  1.05

 Total disbursement reported on the account of ongoing project was US $ 56.69 million. 
2.2.4
European Commission (EC)
EC committed US $ 16.96 million or  0.9 percent of the total aid commitment made by all donors in 2005, This commitment was made through a grant agreement signed for the North East Road Rehabilitation Programme.
2.2.5 
International  Fund for Agricultural Development  (IFAD)

The total commitment made by IFAD was US $ 15.84 million.  These commitments were made through the following two loan agreements signed in 2005
Project







Amount (US$ mn)

1. Post Tsunami Coastal Rehabilitation & Resource Management Programme.
13.39
2. Post Tsunami Livelihood Support & Partnership Programme

   
   2.2
Total disbursement by IFAD accounted for US$ 1.3 million. All disbursements were in loan funds.

2.2.6     Nordic Development  Fund (NDF)

No commitments were made by NDF in 2005. The disbursement reported by NDF was US $ 4.2 million or 0.4 percent of the total disbursement made by all donors in the year 2005.

2.2.7
European Investment Bank(EIB) 

No commitments were made by European Investment Bank in 2005
The loan disbursement reported was US $ 17.9 million or 1.8 percent of the total disbursement made by all the donors in 2005. This was under the EIB Global Loan under which funds were  re-lent to DFCC for on lending to the private sector. 

2.3
  Export Credit
The total commitment under Export Credit in 2005 amounted to US$ 40.91 mn which was 2.3 percent of the total commitment made by all the donors in the year. Three loan commitments were made under Export Credit category, They are; 

Project







Amount (US$ mn)

1. Provision of Credit Facility Agreement(Pakistan)


10.00
2. Solar Energy for the Development of Health & Education                                                                               Facilities in Rural Areas (Finland)




30.91
Total export credit utilization in 2005 was US$ 45.99 million which was 4.5 percent of the total disbursement made by all the donors in the year.

3 External Debt 

3.1
Total Debt Stock and Debt Service Payments 
The total disbursed outstanding external debt at the end of 2005 was US $ 9,278 million, which is a five percent reduction compared to that of 2004. Of the total debt stock, the highest portion of US $ 2,722 million or 29 percent was owed to Japan, while the second and the third largest portions being US $ 2,265 million(or 24 per cent) and US $ 2,094 million (23 per cent)  owed to ADB and World Bank respectively. The total debt service payment in 2005, including amortization and interest payments was US $ 255 million. This is a 43 percent reduction from the previous year. This reduction was due to the one year debt deferment offered by the Paris Club as a relief in support of the Government’s Tsunami recovery and reconstruction programme. The external debt stock and debt service payments for the period 2000 to 2005 are given in Table 3.1 below.

Table 3.1 External Debt Service  2000 – 2005  (US$ mn)

	Type
	2000
	2001
	2002
	2003
	2004
	Average    2000-2004
	2005

	Debt Outstanding as at end of the year
	7,158
	6,846
	7,428
	8,705
	9,784
	7984
	9278

	Principal repayment

Interest payment
	220

122
	216

116
	241

123
	264

136
	298

150
	248
129
	178
76

	Debt Service Payment
	342
	332
	364
	400
	451
	378
	254


When compared with the annual average for the period from 2000-2004, the following significant factors can be observed on the total debt stock and debt service payments in 2005.

· The total debt outstanding was increased by US $ 1294  million or a 16 percent 
· The  principal payment was decreased  by US $ 70 million or 28 percent  

· The interest payment was decreased by US $ 53 million or 41 percent

· Total debt service payment was decreased by US $ 123 million or 32 percent

· The ratio between the principal repayment (65%) and Interest payment (35%) which remained in the same proportion for the period, shows a deviation in 2005. This deviation and decline in the debt service payments was due to the debt relief received in 2005.  
A graphical representation of the composition of the debt stocks as of end 2005 by different donor category is illustrated in the Chart 3.1 

Chart 3.1 : Composition of Debt Stocks as at end 2005
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The debt service payments to major donors are given in table 3.2 below

Table 3.2 Debt Service Payments to Major Donors/Creditor 2001-2005(US$ mn)
	Donor/Creditor
	2001
	2002
	2003
	2004
	2005

	Bilateral
	217.0
	239.5
	261.9
	299.9
	52.81

	Japan
	134.2
	149.5
	169.1
	195.7
	17

	USA
	40.9
	43.3
	43.8
	43.8
	8.8

	Germany
	15.9
	19.3
	22.4
	23.8
	16.1

	France
	6.7
	6.1
	7.4
	8.2
	0

	Netherlands1
	4.1
	0.0
	0.0
	5.5
	0.6

	Canada
	2.6
	2.8
	3.02
	3.3
	0.08

	Kuwait
	3.0
	3.1
	3.2
	3.3
	3.33

	Korea
	2.5
	4.1
	4.6
	5.1
	0.07

	India
	2.6
	5.3
	3.8
	4.8
	3.77

	China
	2.0
	2.7
	2.7
	4.1
	2.92

	Others
	2.5
	3.3
	1.9
	1.1
	0.14

	Multilateral
	78.9
	91.4
	107.2
	117.1
	126.3

	ADB
	36.2
	41.9
	51.6
	65.1
	71.14

	World Bank(IDA , IBRD)
	39.3
	46.7
	52
	53.3
	56.34

	IFAD
	2.2
	2.2
	2.7
	2.6
	2.61

	Others
	1.2
	0.5
	0.9
	1.28
	3.25

	Commercial banks
	16.5
	9.3
	11.3
	12.4
	40.32

	Export Credits
	21.0
	19.2
	19.4
	20.7
	29.72

	Grand total
	333.3
	359.4
	399.8
	450.1
	256.19


A graphical presentation of debt service payments to major donors in 2005 are shown in  Chart 3.2 below

Chart 3.2: Debt Service Payments to Major Donors - 2005.
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The relationship between the  cumulative debt stock at the beginning of the year, annual disbursement, and annual debt service payment for the period of 2001-2005 is illustrated in the Chart 3.3 below

Chart 3.3 : Cumulative Debt Stock, Disbursement and Debt Service Payment  2001-2005
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3.2 
Debt Service Forecast Based on Current Debt Stock

A debt service payment forecast based on the current debt stock is given in Table 3.3. The debt service payment in 2008 is high due to maturity of a commercial loan.
Table 3.3: Debt Service Payment Forecast on Current Debt Stock  2006-2010 (US$ mn)

	Donor/Creditor
	2006
	2007
	2008
	2009
	2010

	Bilateral
	326.0
	353.9
	364.7
	369.9
	381.5

	Japan
	199.2
	215.0
	225.9
	231.4
	230.4

	China
	3.4
	8.3
	9.5
	10.7
	30.9

	Canada
	3.7
	3.8
	3.8
	3.8
	3.8

	France
	7.5
	7.8
	8.3
	8.4
	8.2

	Germany
	39.1
	39.6
	40.1
	39.5
	34.1

	India
	10.7
	14.2
	12.6
	14.0
	13.6

	Korea
	6.7
	8.9
	9.0
	8.9
	8.7

	Kuwait
	5.1
	5.3
	5.4
	5.5
	5.9

	Netherlands
	5.2
	4.8
	3.9
	2.2
	1.5

	USA
	42.7
	42.3
	41.7
	41.1
	40.5

	Others
	2.7
	3.9
	4.5
	4.4
	3.9

	Multilateral
	143.5
	161.5
	194.8
	217.3
	230.6

	ADB
	78.8
	91.2
	116.9
	134.4
	144.7

	World Bank(IDA)
	60.0
	64.0
	69.1
	70.9
	73.9

	IFAD
	2.3
	3.0
	3.0
	3.5
	3.5

	OPEC Fund
	1.6
	2.4
	2.7
	3.0
	2.9

	Nordic Fund
	0.2
	0.3
	0.3
	0.6
	0.7

	European Investment Bank
	0.6
	0.6
	2.8
	4.9
	4.9

	Commercial Banks
	42.8
	42.2
	140.8
	7.0
	6.3

	Export Credits
	32.5
	35.4
	39.0
	39.8
	43.0

	Grand total
	544.8
	593.0
	739.3
	634.0
	661.4

	Percentage increase
	120.7
	8.8
	24.7
	-14.2
	4.3


The pattern of the debt service forecast for  each of the debt categories is given in the Chart 3.4  below. 

Chart 3.4  Debt Service Payment Forecast 2006-2010
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2.3 Net Flow & Net Transfer on Foreign Debt

The movement of foreign loan disbursement (inflow) and debt service payments (out flow) for the period 2001 to 2005 is given in Table 3.4  . 

Table 3.4  Net Flow & Net Transfer by Creditor Category 2001-2005.

(US$ mn)

	Creditor Category
	Net Receipt
	2001
	2002
	2003
	2004
	2005

	Multilateral
	Net Flow1 

Net Transfer2
	 81

 52
	185

155
	353

319
	209

171
	253
209

	Bilateral
	Net Flow
Net Transfer
	140

  59
	42

(47)
	139

40
	147

46
	229
210

	Commercial
	Net Flow

Net Transfer 
	(11)

(16)
	(6)

(9)
	99

97
	(7)

(12)
	71
65

	Export Credit
	Net Flow

Net Transfer
	4

 0
	37

34
	54

48
	72

65
	24
16

	Total
	Net Flow

Net Transfer
	214

  94
	254

132
	645

506
	420

270
	576
500


1.   Net Flow     = Disbursement- Principal Repayment

2.   Net Transfer = Net flow - Interest Payment

· All aid categories show  positive net transfers except the commercial borrowing categary.  

· The net transfer of total aid  increased from  US $ 270 mn in 2004 to US $ 500 mn in 2005. This is due to the disbursement of Tsunami funds in 2005.  
4.
Highlights of  Completed Projects

A number of project completion reports and evaluations on completed projects were conducted in 2005. Several such reports are summarized below. These summaries include basic information on the project, project performance and the lessons learnt.

4.1
 North-East Irrigated Agriculture Project (NEIAP)-World Bank
The NEIAP was implemented under the Ministry of Provincial Councils & Local Government with the collaboration of North East Provincial Council from 21st December, 1999 to 31st December, 2005. Project was financed under an IDA loan of SDR 19.6 (US$ 27mn).

The objective of this project is to help conflict affected communities in the Northern and Eastern provinces and adjoining areas to re-establish at least a subsistence level of production and community-based services by starting agricultural and small scale reconstruction activities.

Components
1. Rehabilitation of irrigation schemes and to reinstate their productive capacity.

2. Community capacity building and small scale reconstruction; social mobilization, training of beneficiaries and staff on participatory and technical aspects, rural roads rehabilitation, provision of tube/open wells for drinking water, other community level reconstruction activities.

3. Livelihood support activities.

4. Feasibility studies for rehabilitation of selected major/medium irrigation schemes.

Project Performance
Overall performance of the project is satisfactory.

NEIAP has immensely contributed to increase the irrigated area and agricultural production, on-farm employment, access to basic village infrastructure and social services in the North-East and adjoining areas.

Lessons Learnt  

· Delivering assistance directly to communities and forming strategic alliances between key stakeholders are critical determinants of projects success in conflict affected situations.

· Anchoring a project at the provincial level in the North-East of Sri Lank increases ownership at the local level and facilitates project implementation.

· Innovation and flexibility in project design, initial piloting of project activities and close and competent supervision are important if projects are prepared quickly.

· In a conflict situation securing technical assistance to build local capacity is critical.  

· The selection of villages in poorer areas, and activities targeted to poor and landless people, spread the benefits of irrigation-led projects to communities and families most in need of assistance.

· Continuous monitoring and assessing of project processes and impact with beneficiary participation should be part of a project M & E and MIS.

· Focus on human and institutional development at the local level is essential for ensuring participation, ownership and sustainability of project interventions. 

· CBOs need sufficient training and technical back-up to sustain project created assets.

· It is not sufficient to have technical auditing without clearly defined practical quality management system in place.

4.2
Central Bank Strengthening Project-World Bank
The Project was implemented under the Ministry of Finance & Planning from 2001 to 2005.  It was financed under an IDA Credit of SDR 23.9 (US $ 30.3mn).

The Objective of the Project is to enhance the efficiency and capacity of Central Bank of Sri Lanka and to improve the financial sector policy and regulatory framework to promote financial sector development.

Components 

1. Central Bank Re-organization and Restructuring.

Fundamental restructuring and reorganization of its activities to realign the bank with the         rapid changes and globalization of financial markets by supporting  a) Human Resources Development Program  b) Voluntary Retirement Scheme  c) Capacity Building.

2. Payments and Securities Clearing and  Settlement Improvements.

To establish a fully automated integrated payment and settlement system  through (a) introduction of a Real Time Gross Settlement (RTGS) system (b) upgrading the Scripless Securities Settlement System and (c) automation of the General Ledger in the CBSL.

3. Financial Market Regulation and Development.

To finance studies and consultancies focusing on financial system development by supporting (a) legal reforms, and (b) other financial sector studies in priority areas.

Project Performance 

Overall performance of the project is highly satisfactory. Modernization program has enhanced        the credibility of the Central Bank. The leadership role of Central Bank in the Financial Sector Reforms has been reinforced.

Lessons learnt

Strong commitment and ownership at all levels was key to successful implementation. Project 

management by the CBSL staff ensured expeditious implementation and close involvement of           

all staff of the institution. This contributes to long term sustainability of the reforms introduced.

Reform with the leadership of the top management and internalization of institutional reforms 

are important for sustainability.

A high internal technical capacity is required to implement a complex and politically sensitive 

reform program such as this.

The recognition of the limitation in skills and willingness to accept external expertise resulted 

to high achievement levels.

4.3
Baseline Road Project (I)  & (II) -Japan
The Project financed by the Japan Bank for International Cooperation (JBIC) was implemented in two phases by the Road Development Authority (RDA) under the supervision of the Ministry of Highways during the period of 1997 to 2002.

Objective:

The objectives of the project to facilitates smooth traffic in Greater Colombo Area by widening the existing Baseline Road from dual one lane to dual three lanes by road rehabilitation, construction and improvement of structures, upgrading of junctions and thereby contributing to revitalization of economic activities in this area.

Components:

1. Phase I – Expansion of 4.75 km of North Section of Baseline Road 

2. Phase II - Expansion of 3.25 km of South Section of Baseline Road  

Lesson Learnt

The project was a development and expansion of a road in a metropolis where it was assumed to have underground utilities.  During the implementation of Phase I, numerous underground utilities that had not been documented on design maps were discovered only after the construction work began. As a result a great deal of time had to be spent on coordination with water supply, sewerage, communications, and electric power supply agencies who had the administrative authority over those facilities and this being affected the timely implementation of the project..  In Phase II, the construction work did not face major delays.  This can be attributed to the fact that weekly meetings were held during project implementation among road contractors, construction supervision consultants, the RDA, and the administrators of the underground utilities (NWSDB, CMC, CEB, and SLT) so as to facilitate liaison and coordination.  When implementing a similar road project in a large city in the future, the executing agency should be advised to keep close contact with parties concerned in order to avoid unnecessary delays caused by poor coordination.

Further, time taken for the procurement process i.e. contract negotiations with regard to selection of consultants and procurement of contractors are also to be minimized to achieve expected outcomes.  Relocation of residents and acquisition of lands to be completed in advance, before the commencement of main activities of the project, to overcome the delays in project implementation.

Recommendation 

Following this project, there is a need to extend the road to the south and expand the network.  Since traffic volume is expected to increase during that time, additional traffic control facilities and upgrading of junctions will be needed.  The Baseline road was designed considering efficiency in traffic as the first priority and  therefore, inconvenience is caused to the pedestrians such as long distances between crossings.  Frequently   seen are the pedestrians crossing the road where there is no crossing, and many accidents involving pedestrians are reported which is also partly due to the malfunctioning of the traffic signals.  It is recommended to plan a traffic safety education for the habitants living in the vicinity of the Road, and instalment of pedestrians’ crossings with traffic signals and overpasses.

4.4
Medium Voltage Distribution Network Reinforcement Project -Japan
The project was implemented by the Ceylon Electricity Board under the supervision of the Ministry of Power and Energy during the period of 1999 to 2005.  The project was financed by the Japan Bank for International Cooperation. 

Objective:

To reinforce the electricity distribution network of Sri Lanka by erecting express lines and distribution gantries in order to make it capable of meeting the future demand for electricity and providing satisfactory level of service to the consumers. 

Components: 
1.  Construction of 303 km of 33 kv express lines

2.  Construction of 27 distribution gantries

Project Performance:

17 no. of express lines with a length of 231.5 km  were constructed,  while 23 out of 27 gantries were constructed.

Lesson Learnt 

1.  Lands should be acquired before the implementation. 

2.  Way leave disputes should be settled as early as possible. 

3.  Time taken for the procurement process i.e. TEC Reports, Tender Board  

      Meetings should be minimized. 

Recommendation

At the planning stage, the required lands should be identified and early action should be taken to acquire them prior to the project implementation.  Changing of key positions of project management unit was not recommended at the latter stage of the project. 
4.5
 Secondary Education Modernization Project- ADB


The Secondary Education Modernization Project (SEMP) was made effective on 18th December 2000 and closed on 30th June 2006. The Executive agency of the project was the Ministry of Education.  The total project cost was US $ 76 mn. The ADB and the Nordic Development Fund (NDF) extended loans of US $ 54 mn and US $ 7 mn respectively. The balance was met by the Government of Sri Lanka.
Project objective

The objective of the project was to improve the quality of secondary school education to raise the national examination results of about 1 million students in grades 10-13.

Projects Components

1. Quality improvement in grades 10 to 13

2. Access to  full curriculum schools for  disadvantaged students

3. Efficiency in secondary school management and supervision

Project performance

The project achieved almost all the appraisal targets at the project completion which was on target.  During this period, the loan proceeds were fully utilized within this period. The first  two years of the project  implementation  was slow  with  not  much  of progress, however the  last  three  and  a half  years good progress has been made and thereby achieved the project objectives. A major contribution of the project had been the introduction of Information and Communication Technology (ICT) to a sizable number of students and teachers. The introduction of School Based Assessment (SBA) at O/L and A/L had resulted in the improvement of the examination results. On the whole, the project is rated successful. 

 Lessons Learnt

The  SEMP and World Bank Funded General Education Modernization 2 (GEP 2 )have  demonstrated  that  the  introduction  of modern  subjects and teaching such as ICT, A-level  science, and multimedia  learning ,will simply  not happen  if schools are  not ready to exploit  and sustain  the facilities for modern  teaching. Essential conditions to ensure schools’ readiness are;  
i. availability  of skilled  teachers;

ii. ownership, capacity, and initiative of the school to maintain  the facilities and fully  integrated modern subjects  and teaching  methods;

iii. availability of basic school facilities;

iv. authorization for the schools to generate income  from  the Computer Learning Centers after  schools hours; and 

v. close monitoring from zone  and divisional offices.

Some schools in the disadvantaged areas are more in need of basic facilities and skilled teachers than access to modern curriculum. Therefore, future involvement should be carefully planned based on school specific development needs. Further, awareness raising and capacity building at all levels are needed before the innovations can be integrated in to the system.

Recommendations

1. Following tasks need future monitoring 

· Preparation of detailed syllabus for  both  O/L and A/L a curriculum  and  implementation of them  in January  by NIE

· Provision of Internet  connection (SchoolNet) by Ministry of Education /Project Monitoring Office for Computer Learning Centers establishment of a  Network Operation Center (NOC) at the University of Moratuwa by end 2006;

· Commencement of operations  by Provincial Education Departments of balance  23 schools which  have  been  upgraded with  A/L  science  laboratories by mid  2007;

· Taking  of appropriate actions by  Ministry of Education in consultation with  the provincial  authorities, for  schools with  A/L science laboratories to receive  the appropriate number of science teachers, as well as close  academic monitoring and guidance  from  the provincial department  and zonal  office  for  the first year of operating  A/L science classes;  

· Strengthening of the Career Guidance  and Counselling  Division  by  appointing  relevant  competent  officer as soon as possible by  MOE;

· Early finalization of the draft national policy to implement career guidance for educational opportunities for students in Grades 11 and 13 by NEC.

2 
Target schools assisted by the SEMP will continue to be supported under the SEMP 11 through the provision of training, monitoring and technical assistance.

4.6
Southern Provincial Roads Improvement Project-ADB

The ADB has extended a loan of US $ 30mn to improve the secondary road network (class C and D roads) in the Southern Province. The total cost of the project was estimated at US$ 42.9 of which US$ 30mn from ADB and the balance US$ 12.9 from the Government. However the project exceeded the appraisal amount by US$ 2.6mn, total of US$ 15.4mn. The project was implemented over six year period starting from April 1998 with six month extension from the original completion date in December 2003.

Objective:

· Rehabilitate of about 550km of secondary roads

· Improve the capacity of the Southern Provincial Road Development Authority (SPRDA) to manage the network efficiently and effectively

· Develop the institutional, financial and private sector resources needed for sustainable road maintenance

Components:

· Road and bridge rehabilitation  

· SPRDA institutional development – upgrading of SPRDA office, institutional development program and the provision of equipment

· Consulting services for project implementation  

Project Performance:

The project achieved its intended targets, in terms of kilometers of road rehabilitated, institutional strengthening of SPRDA and economic performance. There were 105 class C and D roads with a length of 611km (Component to  550 km as originally conceived) rehabilitated at a unit cost of US$ 62,000.  The project made substantial achievements in all of the areas and 98.12% of the loan funds were used.

Lessons Learnet:

· The response time between project preparation and implementation should be shortened as much as possible

· Project be designed around local network rather than classifying the roads 

· Sustainable road maintenance to maintain infrastructure properly

· No better coordination, consultation and cooperation between public authorities who are involving in mandating the utility services

· Timely relocation of infrastructure that obstruct the road rehabilitation work

· A benefit monitoring and evaluation management system to be setup for each project

Recommendations:

· The time between road identification and implementation should be as short as possible.

· There is a need for capacity building in Sri Lanka contracting industry to catch up with international standards and improve skills and expertise for effective management of road transport network.  

· It is required to design and program the benefit monitoring and evaluation in future similar projects from the outset
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