











other being the Colombo to Kandy highway. Although the coast road has been rehabilitated over
the past few years with World Bank and Korean Government assistance, it remains very narrow,
severely congested, and subject to extensive ribbon development over much of its length. Its
capacity cannot be increased significantly where this development exists, at least on its present
alignment, without very substantial land acquisition and involuntary resettiement. Even were this
acquisition and resettiement possible {extremely difficult in Sri Lanka), the widened road would
continue to pass through densely populated areas. With greater volumes of traffic moving at
higher speed, the safety and ervironmental conditions in these areas would deteriorate further.

6. The Government is aware of the need for increased primary road capacity between
Colombo and the south, but it is equally aware that social and environmental considerations
prevent this capacity from being delivered through significant improvement to the existing coast
road, at least along those lengths that pass through urban areas. To resclve this situation, RDA
has studied a possibie inland route for a new southermn highway, and compieted some detailed
engineering for it. The study was primarily engineering in nature, with only limited financial,
economic, traffic, environmental, or social content. Subsequently, the Government requested the
Bank to consider financing construction of the new highway, since it is an important element of
the Government’s southern area development strategy. The Bank advised the Government that it
wished to undertake a more comprehensive study of capacity-enhancing alternatives that would
take into account the economic, financial, environmental, and social aspects that the earlier
studies had not fully addressed. Further, the Bank-assisted study would look at the corridor as a
whole, meaning the existing coast road and a new inland alignment. The study would examine all
reasonable options for meeting future traffic demand, possibly including specific improvements to
the existing road, bypasses of major urban areas, some dual-carriageway sections, and some
lengths of new road on a new alignment. The cutcome of the study wouid be an investment plan
phased over time, based on traffic forecasts, economic and financial analyses, and social and
environmental considerations.

7. In formulating its new alignment proposal, the Government had also given some
consideration to it being implemented through a build-operate-transfer or simitar approach The
Bank study will examine the scope for private sector involvement in appropriate components of
the corridor's capacity-enhancing works. In addition to a full private sector option, the study will
also include a detailed examination of toll options, with the objectives of (i) introducing the
concept of “user pays” for transport services; (ii) developing an understanding of the legislative,
legal, and reguiatory constraints within which a toll road would have to operate, or developing
changes in those constraints if these are found to be necessary; and (iii) generating sufficient
revenues to fund operation, maintenance, and possibly debt-servicing obligations for appropriate
sections of new road. Concerning the related issue of managing the new road sections, the study
will also assist the Government with developing frontage access control legislation or regulations,
to ensure that the facility continues to operate as a high-speed high capacity road link without the
ribbon development-induced congestion that so impacts on the capacity of the existing coastal
road, and on most other similar links in the country’s highway network.

8. The Bank's long-term strategy in Sri Lanka is to promote broad-based and
sustainable development that leads to poverty reduction and more balariced regional
deveiopment. The strategy has a particular focus on the southern area of the country. The Bank's
involvement in the Southern Transport Corridor Project is consistent with the strategy, and aiso
supports the Government's efforts to develop effective transport linkages between Colombo and
the less advantaged southern area.



itk THE TECHNICAL ASSISTANCE
A. Objective

9. The objective of the TA is to assist the Government with preparing a time-based
investment plan for improving the primary road system in the southern transport corridor, to
increase its capacity in line with projected demand. The plan will include two separate elements:
(i) a medium-term (10-year) firm investment pian from which the Bank could develop an
investment project; and (i) a longer term strategy for subsequent development of the primary
road network in the corridor that could, after refinement towards the end of the medium-term plan
period, form the basis for further external or Government-financed projects. The -projects that will
be developed from the medium-term investment plan will maximize to the extent possible
involvement of the private sector.

B. Scope

10. The TA will include five broad types of activities, which are described in more detail
in the summary terms of reference in Appendix 1. All of the activities will take into account the
work already done by RDA.

11. Economic and financial activities will include traffic and traffic diversion studies, toll
and private sector studies, and economic and financial analyses. Technical activities will include
road capacity and axle load studies; alignment studies; and preparation of alignment, pavement,
and structural designs in sufficient detail to provide reliable costs for the econemic and financial
analyses. Environmental impact activities will include initial environmental examinations, the
outputs of which will be taken into account in the selection of suitable improvement options.
Social impact activities will include social impact surveys (land requirement, involuntary
resettiement, etc.) for the various improvement options. The survey outputs will be used as an
important input into the selection of the improvement options, so as to reduce land acquisition
and involuntary resettlement to the extent possible. Policy and institutional activities will be based
on the outcome of the toll and private sector studies, and will include an analysis of options for
managing the road investments in the corridor. These options may include, for new lengths of -
highway specifically, (i} a full private-sector operation; (i) a Government-managed tol! facility, with
toll levels set to recover at least operation and maintenance costs; and (iii) a conventional
Government-operated free-to-user facility. This component of the TA will also include assistance
to the Government with developing or amending legistation to control frontage development along
the new lengths of road. :

12. The TA’s principal outputs will be

(i) a time-based investment plan for road investments in the southern transport
corridor, to increase the corridor's capacity in line with projected traffic demand; the
plan will include two separate elements: (I} a medium-term (10-year) firm
investment plan from which the Bank could develop an investment project; and {ii)
a longer term strategy for the remainder of the corridor, which; with detailed
refinement towards the end of the medium-term plan period, could form the basis
for further external and/or Government-financed projects; and

(it} detailed scope of work, terms of reference, and cost estimates, for the subsequent
investment project, to include detailed engineering; environmental impact analysis,



social impact analysis and preparation of resettlement action plans; assistance with
precurement of civil works contractors; and, if the private- sector option proves to
be feasible, appropriate assistance to the Government with preparing suitable
components of the project for private sector investment.

C. Cost Estimates and Financing Plan

13. The estimated total cost of the TA is $1,200,000 equivalent, of which the foreign
exchange component is $758,000 and the local currency component is $441,000 equivalent (see
detailed estimate in Appendix 2). The Government has requested the Bank to finance $1,000,000
equivalent, of which the foreign exchange component will be $741,000 and the local currency
component will be $259,000 equivalent. The TA will be financed by the Bank on a grant basis
from the Japan Special Fund, funded by the Government of Japan, The Government will provide
the remaining $200,000 equivalent in the form of social and environmental impact surveys,
pavement roughness, traffic, and other surveys; furnished office space in Colombo,; counterpart
staff; telephone (local communications only); maps; reports; etc. The Government has been
informed that approval of the TA does not commit the Bank to financing a subsequent project.

E. Implementation Arrangements

14. Qverall management of the TA will be the responsibility of a Project Steering
Committee, which will consist of representatives of the Ministry of Finance and Planning (External
Resources Department [ERD]) and the Ministry of Transport and Highways (MOTH), the Southern
Development Authority, the Board of Investment, and other agencies as appropriate. RDA, which
will aiso be a member of the Committee, will be the Executing Agency for the TA. Within RDA, the:
Director of Engineering Services will be the Project Director, and will be responsible for the TA's
overall implementation. The Project Director will provide or arrange, as appropriate, the technical
services and surveys referred to in para. 13. The Project Director will also ensure that RDA and
the TA consultants interact with the Southern Development Authority, and other relevant
Government agencies, during TA implementation.

15. RDA will also appoint a full-time Project Manager to manage the TA on a day-to-
day basis. The Project Manager, who will report to the Project Director and will be provided by
RDA with appropriate support staff and facilities, wili have experience in successfully managing
projects of this importance, magnitude, and complexity. The Project Manager may be an RDA
officer or may be engaged specifically by RDA for this purpose from the private sector. RDA will
provide the Bank with the name, experience, and other details of the proposed Project Manager
for its review and approval before RDA formaily appoints the nominee to the position, and before
the Bank enters into a contract with the consulting firm selected to undertake the TA.

16. The consuiting services for the TA will require about 27 person-months of
international specialists, with expertise in feasibility studies; economic and financial analysis; toll
studies; private sector involvement in infrastructure projects; highway, materiais and pavement
engineering; environmental and social impact anaiyses; and land use planning in the context of
transport sector developments. The TA will also require about 43 person-months of senior
domestic consultants, with generally similar expertise, with the exception of the toll and private
sector studies. The consultants will be selected by the Bank in accordance with its Guidefines on
the Use of Consultants. and other arrangements acceptable to the Bank for the engagement of
domaestic consultants. The terms of reference for the consulting services are given in Appendix 1.



17. The TA consultants are expected to mobilize in Colombo in the second week of
January 1998. The services will be completed in September 1998. Depending on the outcome of
the TA, the ensuing engineering studies will either be implemented as a component of the
proposed Road Network Improvement Project, or will be processed as a separate TA
(engineering) loan. Assuming the TA is completed on schedule, the engineering studies could
commence in early 1999.

v. THE PRESIDENT’S DECISION

18, The President, acting under the authority delegated by the Board, has approved
the provision of technical assistance, on a grant basis, to the Government of the Democratic
Socialist Republic of Sri Lanka, in an amount not exceeding the equivalent of $1,000,000 for the
purpose of the Southern Transport Corridor Project, and hereby reports such action to the Board.
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SUMMARY TERMS OF REFERENCE
Scope
The scope of the Technical Assistance (TA) will include:

(i) reviewing existing studies and proposals prepared by the Road Development
Authority (RDA) and others;

(i) overseeing traffic, pavement condition and roughness, social impact, and other
surveys that RDA is to undertake as pan of the Government’s contribution to the
TA, to ensure that they are carried out appropriately and that they produce results
that can be used reliably as inputs for the TA’s various activities;

(iid} developing forecasts of (a) traffic growth rates in the study corridor, based on the
country’s projected economic growth; (b} investments in the study corrider and in
the southern area generally (with particular reference to the master plan for the
southern area prepared with assistance from the Government of Japan); (c) the
role of the railway in the corridor, both as it presently exists and also with any
improvements to it that the Government might be proposing over the medium to
long term; and (d) other relevant factors;

(iv) studying likely population and urban area growth trends, to determine when
sections of the existing road that are not yet congested will become s¢;

(v) studying capacity enhancing options for the corridor, including (a) bypasses on the
existing highway; (b) a new highway for part and all of the corridor length, based
on diversion between the existing and new highways at varying toll rates (to
inciude a no-toll option}; (c) construction, operation, and maintenance costs; and
{d) such other factors as may be appropriate; -

(vi) studying options for private sector invoivement in enhancing road capacity in the
corridor, with the options to include a build-operate-transfer or similar modality with
and without Government participation (for example, in the form of land for the road
works themselves, land for commercial and residential development that might
result from construction of the road, taxation concessions, etc.);

(vii)  studying whether and how, under existing legislation, tolis could be applied to new
and existing highways and, assuming this is possible, how newly constructed
lengths of highway within the corridor could be tolled, how appropriate toll levels
could be determined, what might be the revenues generated from a range of toll
options, and the extent to which these revenues couid fund operation and
maintenance costs of both new and existing roads in the corridor and also fo
service debts incurred for the capacity enhancement works;

(viii)  studying how a toll facility could be managed, for example by an especially-created
unit within RDA, or by some form of autonomous organization reporting either to
RDA or directly to the Ministry of Transport and Highways (MOTH),



(ix)

(xi)

(xii)

(xiii)

(xiv)

(xv)

{xvi)

{xvii)

(xviii)
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undertaking appropriate classified traffic counts, origin-destination surveys, axie
load surveys, etc;

undertaking suitable topographic surveys, to include aerial surveys if appropriate,
for alignment, environmental and social impact, and other purposes;

studying alternative alignments for part or all of a new highway, with reference to
the new alignment already defined by RDA from its earlier studies, should any
prove practical, so as to increase traffic diversion from the existing highway and

hence potential toll revenues and project viability;

undertaking preliminary engineering, in greater detail for the medium-term part of
the plan than for the longer term strategy part, to the extent necessary to define
project costs with an accuracy sufficient for the economic and financial anaiyses;

assessing materials requirements and possible sources, including a review of
whether proposals for quarry development prepared under an earlier Bank-
financed TA could be implemented as part of the medium-term project;

studying and costing traffic dispersal arrangements at the Colombo end of the new
highway, to include the impact of the proposed, but not yet begun, Colombo Outer
Ring Road, and also at the southern end, including a necessary road link to Galle
town and port;

undertaking initial environmental examinations, as an input to the process of
selecting capacity-enhancement options, for mitigating environmental impacts of
the selected options, and for preparing the scope of the environmental impact
analyses that will be required as part of subsequent project preparation; the
examinations will be carmried out in accordance with the Government's and the
Bank's procedures and guidelines, in sufficient detail for the costs of dnvironmental
mitigation measures to be included in the economic and financial analyses;

undertaking an initial social impact analysis, in accordance with the Government's
and the Bank’s procedures and guidelines, including preparation of an outline
resettiement action plan that will identify people who might be affected by the
medium-term project, and who thus might need to be resettled; and estimating
land, resettlement, and other social impact costs in sufficient detail for the
economic and financiai analyses;

preparing cost estimates at the feasibility leve!, separated into foreign exchange,
local currency, and taxation elements;

carrying out economic and, where appropriate, financial analyses of alternative
investment strategies, based on appropriate assumptions for normal, diverted, and
generated traffic; the economic analysis will make use of the \World Bank’s
Highway Design and Maintenance Standards Model evaluation relationships,
(including congestion effects), or equivalent, where appropriate, and will also take
into account the Bank’'s Guidelines of the Economic Analysis of Projects; the output
of the anaiyses will be a two-part phased investment plan: (a) a medium-term (10
years) firm investment project; and (b) a longer term strategy for the remainder of
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the primary road network in the corridor; the plan will be presented in text and
graphical form, and will take into account a range of possible financing scenarios,
to include (a) concessional financing from the Bank, with the same conditions as
the Bank normally applies to road sector projects in Sri Lanka; (b) financing from
the Bank at more commercial terms; (c) a blend of private sector and Bank
financing at commercial terms; (d) cofinancing from other multilateral and bilateral
sources; and (e} only private sector financing;

defining the scope and cost of a project preparation project, including preparation
of terms of reference for detailed engineering consultants, and other documents
required by the Bank for processing such a project;

assisting the Government with developing or amending legislation to control
frontage development along the new lengths of road, to prevent the loss of
capacity and reduce the traffic safety hazards that uncontrolled roadside
devejopment has caused throughout the existing road network.

B. Reporting and Documentation Requirements

2.

The TA consultants will prepare the foilowing reports and documents for the

. Government and the Bank, and will submit them in the numbers indicated. For the Bank, and
where appropriate to the nature of the report or document, the consuitants may use electronic
transmission (Internet or similar), in which case the multiple copy requirement will not apply. All
reports will be in English.

(i)

(iii)

Inception report. To be submitted four weeks after the services commence. The
report will be based on the work and staffing schedules agreed upon dunng
contract negotiations. 1t will (a) summarize initial findings, in particular for the
environmental and social impact activities; and (b) highlight problems encountered
or anticipated, and recommend solutions to them. (MOTH, 3 copies; External
Resources Department (ERD) of the Ministry of Finance and Planning, 2 copies;
RDA, 5 copies; Bank, 3 copies)

Progress reports, Brief reports submitted monthly, based on the inception
report implementation and staffing schedules. The reports will identify matters that
require the attention of RDA and/or the Bank. (MOTH, 1 copy; ERD, 1 copy; RDA,
3 copies; Bank, 2 copies)

Interim report. A brief report to be submitted at the end of the fourth month of
the services. The report will set out (a) the results of the traffic and initial economic
evaluation studies; (b} initial findings as to the components of the medium-term and
longer-term strategy parts of the corridor investment plan, to be presented also in
graphical form on appropriate base maps; (c) initial results of the study into the
private sector potential of the project; and (d) initial assessments of the
environmental and sccial impacts, and the extent to which they will require
mitigation. (MOTH, 3 copies; ERD, 2 copies; RDA, 5 copies; Bank, 3 copies)

Draft initial environmental examination and social impact reports, the latter to
include a summary resettiement and rehabilitation action plan, for the
medium-term part of the investment plan. To be submitted at the end of the
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seventh month of the services with the draft final report. (For each report, MOTH, 3
copies; ERD, 2 copies; RDA, 5 copies; Bank, 5 copies)

Draft final report. To be submitted not later than the end of the seventh month of
the services. The report will inciude the detailed comidor investment plan, with the
medium-term and the ionger term strategy parts of the plan to be presented
separately. The plan will be presented in text and graphical form, as for the interim
report. It will also include the outcomes of the land use planning activity; the toll
study, and the scope, terms of reference, and cost estimates for a foilow-on
detailed engineering study. (MOTH, 3 copies; ERD, 2 copies; RDA, 5 copies; Bank,
5 copies)

Final report. To be submitted one month after receiving comments on the draft
final report from RDA and the Bank. (MOTH, 3 copies; ERD, 2 copies; RDA, 5
copies; Bank, 5 copies)
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Appendix 2
COST ESTIMATES AND FINANCING PLAN
%
item Foreign Locai Total
Exchange Currency Cost
Bank Financing (from the Japan Special Fund)
1.  Consuitants
a. Remuneration
i. International Consuitants 472,500 - 472,500
i, Domestic Consuitants - 129,000 - 129,000
b.  Per Diem
i international Consultants 81,000 - 81,000
ii. Domestic Consuiltants - 12,900 12,900
¢.  Travel intermational Consultants 38,500 - 38,500
2. Equipment
a. Computer Equipment and Scftware 10,000 - 10,000
b. Office Equipment and Supplies - 4,000 4,000
¢. Testing Equipment 10,000 - 10,000
d. 4wd Vehicle 35,000 - 35,000
3. Geotechnical investigations and Site surveys - 50,000 50,000
4. Vehicle Hire and Operation - 16,000 - 16,000
5.  Communications, Reports, and Documents 8,000 - 8,000
8. Government Representative at Negotiations® 4,000 - 4,000
7. Contingencies 100,000 28,100 129,100
Subtotal {A) 759,000 241,000 1,000,000
Government Financing
1.  Project Steering Committee Staff and Facilities - 40,000 40,000
2. Counterpart Staff (salary and per diem) 40,000 40,000
3. Pavement Condition and Roughness Surveys - 40,000 40,000
4.  Social and Environmental Impact Studies - 50,000 50,000
5. Maps, Reports, etc. - 5,000 5,000
6. Furnished Office Accommadation in Colombo - 20,000 20,000
7.  Local Telecommunications - 5,000 5,000
Subtotal (B) - 200,000 200,000
Total 759,000 1,200,000

? One representative from RDA.

(Reference in text: page 4, para. 13)





