
Dry Zone Urban Water and Sanitation Project – Additional Financing (RRP SRI 37381) 

SUMMARY OF PROJECT PERFORMANCE 
 

A. Background 
1.  On 28 November 2008, the Asian Development Bank (ADB) approved loans and grants 
equivalent to $113.33 million for the Dry Zone Urban Water and Sanitation Project, including a 
loan for $59.78 million equivalent from ADB’s Special Fund resources, a $23.22 million Asian 
Development Fund grant, and a $2 million grant from the Water Financing Partnership Facility. 
Loan and grant agreements were signed in June 2009, and the loan was made effective on 13 
November 2009.  
 
2.  The expected impact of the project is the improved physical well-being of urban 
populations in Sri Lanka’s northwestern dry zone. The expected outcome is improved urban 
water and sanitation service delivery in Sri Lanka’s northwestern dry zone. Project outputs are 
(i) the development of urban water supply and sanitation infrastructure in the northwestern dry 
zone, including the development of water resources, expansion and rehabilitation of water 
supply, and improvement of septage management and sanitation; (ii) the strengthening of water 
institutions including support for decentralizing service delivery functions to regional offices and 
strengthening water resource management, coordination, and planning ability, as well as 
increasing public awareness; and (iii) capacity development for project management and 
implementation. The outputs of the original project remain unchanged under additional 
financing. 
 
B. Implementation Progress 

3. The original project covers the rehabilitation, expansion, and development of water and 
sanitation infrastructure in major towns in the northwestern dry zone: Chilaw, Mannar, Puttalam, 
and Vavuniya. It includes urban and peri-urban water supply, sanitation, and septage 
management. It supports (i) decentralizing service delivery functions to regional offices; (ii) 
improving water resource management, coordination, and planning ability; and (iii) increasing 
public awareness. It is designed to strengthen the institutional capacity of the executing agency, 
the National Water Supply and Drainage Board (NWSDB), in project management and 
implementation. The implementation progress of each output is described below. 
 
4. Under output 1, all consultancy contracts have been awarded, raw water sources 
finalized, and water rights obtained from the Department of Irrigation. Approval for all water 
treatment and septage sites has been received from urban councils, and demining is complete 
in Mannar. The design of all major civil work packages has been completed,1

 

 and bidding 
documents for 15 of the 27 packages have been prepared. Of 14 packages tendered, 6 have 
been awarded and 8 are under evaluation. Of 11 packages that remain to be tendered, 8 are 
expected to be advertised in the first quarter of 2013. The status of procurement for all four 
water schemes is in Table 1. Among few contracts awarded, the laying of main transmission 
pipes in Mannar has achieved 75% physical progress against a target of 70%.  

5. Output 2 key activities include (i) preparing catchment protection and management 
plans, (ii) supporting the monitoring functions of local authorities, and (iii) water mapping and 
developing repository systems. The package C consultancy contract for water resource 
management was awarded in August 2010. Under this package the consultants have completed 
catchment management protection plans and established coordination arrangements with local 
authorities and user societies. Water mapping and water quality surveys were conducted, and a 

                                                
1  Designs for one contract for treatment are currently being revised. 

http://adb.org/Documents/RRPs/?id=37381-023-3�
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repository system for water resource data was developed and operationalized. Socioeconomic 
surveys on water demand and usage in the four target urban project areas have been 
conducted. Water resource assessments and river basin management plans have been 
developed for target sources. The draft final report was submitted in March 2012, and the final 
report will be submitted in November 2012. This advance work was essential to ensure the long-
term sustainability of surface sources for the project. With the assistance of regional 
administration authorities, NWSDB is continuing catchment management programs in the 
project areas.  
 
6. Among institutional development objectives is the decentralization of NWSDB and the 
associated strengthening of regional offices. The difficult enabling environment restricted 
functions in NWSDB’s northern regional office to minimal operation and maintenance works, 
with most activities such as billing and monitoring undertaken in NWSDB’s eastern office. 
Recognizing the need to develop and upgrade this office into a center capable of catering to an 
exponentially growing list of clients, the project provided for the construction of adequate 
buildings and equipment to house the Vavuniya’s NWSDB regional support. Construction is 
advanced, with physical progress standing at 90%. The regional support center is scheduled for 
completion at the end of 2012.  
 

Table 1: Status of Procurement 
 

 
 Packages 

Contracts 
Awarded 

Bids under 
Evaluation 

Bids 
Advertised 

Bids to Be 
Invited 

Item 
No. 

Cost ($ 
million)a No. 

Cost ($ 
million) No. 

Cost ($ 
million) No. 

Cost ($ 
million)  No. 

Cost ($ 
million) 

 
Civil works, 
water supply 

 
17 

 
113.69 

 
4 

 
9.50b 

 
5 

 
39.50 

 
0 

 
0.00  

 
8 

 
64.68 

Civil works, 
septagec 6 2.73 0 0.00 3 1.40 1 1.1  2 0.23 
            
Goods, 
vehicles 1 0.50 0 0.00 0 0.00 0 0.00  1 0.50 
            
Consultants 3 8.05 2 6.80 0 0.00 0 0.00  1 1.25d 
            
Total 27 124.96 6 16.30 8 40.90 1 1.1  11 66.66 

a Cost estimates exclude taxes and duties. 
b Including a package awarded on 30 October 2012, whose value may vary slightly. 
c Community contracts for low-cost sanitation that are already awarded are not included. Because it is small, the 

package for four public toilets is presented as a single contract. 
d  Includes the proposed additional $1.25 million under the package A consultancy contract for extending the design 

and supervision consultancy contract under additional financing. 
Sources: Project quarterly progress reports. 

 
7. Although the package B consultancy contract for institutional development, estimated at 
$0.74 million, was removed from the project’s procurement plan at the request of NWSDB and 
the government through a minor change of scope approved in October 2011, activities with 
direct project implications were absorbed under the package A and C consultancy contracts. In 
addition, experts under a separate technical assistance project advanced the preparation of 
institutional decentralization programs for regional offices in Northern and North Western 
provinces in 2009–2010, including developing regional benchmarks, business plans, human 
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resources plans, asset management plans, a capacity building program tailored to specific 
regional office needs, and a staged program for decentralization.2

 
  

8. Output 3 covers incremental administration costs and counterpart staff of NWSDB, 
urban councils, and the irrigation department. It includes preliminary investigations and 
consulting services to advance the (i) design and supervision of the construction of water and 
sanitation infrastructure, (ii) formulation and delivery of the public awareness campaign, and (iii) 
training on safeguard compliance. All consultancies under this component have been awarded. 
Project management unit staff required to carry out these tasks have been recruited and will be 
supplemented with additional positions as construction progress. Inputs provided by the newly 
recruited staff have contributed to resettlement and environmental safeguard processes, public 
awareness, and the coordination and training of local stakeholders. The NWSDB project 
management unit has been trained on procurement and safeguards compliance.  
 
C. Performance of the Project 

 
9. Project achievements and performance are described below. 

(i) Delivery of expected outputs. Under output 1, detailed designs have been 
substantially completed, and procurement progress for major civil works has 
advanced since early 2012, which paves the way for the delivery of infrastructure 
outputs. Outputs 2 and 3 on sector and institutional strengthening and capacity 
development are substantially completed and able to support further 
infrastructure investment under output 1. Under output 2, most activities 
pertaining to decentralizing service delivery functions to regional offices and 
water resource management, coordination, and planning have been undertaken, 
partly supported by separate technical assistance (footnote 2). See paras. 3–8 
for further details. With improved project readiness, additional financing, and the 
extension of project completion to 31 December 2016, the achievement of 
expected outputs is highly likely.  

(ii) Implementation progress. Despite an initial setback stemming from (i) events 
associated with conflict cessation, (ii) the reclassification of environmental and 
involuntary resettlement safeguards from category B to A on account of 
Vavuniya’s reservoir subproject, and (iii) start-up delays, the project has gained 
momentum since early 2012. 

(iii) Satisfactory compliance with safeguard policy requirements. Initial 
environmental examinations for Chilaw,  Mannar, Puttalam, and Vavuniya have 
been completed for water treatment and distribution and septage subprojects. 
The draft environment impact assessment for Vavuniya’s reservoir was prepared 
and disclosed for consultation on 13 July 2012, approved by the Central 
Environmental Authority, and endorsed for consultation by ADB. The documents 
are available on NWSDB’s and ADB’s websites. Environmental safeguard 
compliance is being monitored by the environmental specialist engaged by the 
design and supervision consultant, and findings are presented in environment 
monitoring reports submitted to ADB. Environmental and resettlement 
reassessments and reclassifications have been undertaken to comply with ADB’s 
Safeguard Policy Statement (2009). NWSDB has prepared resettlement plans for 
each town. This have been reviewed and approved by ADB. NWSDB has 
updated the plans based on recent information on affected persons and required 

                                                
2  ADB. 2008. Technical Assistance to the Democratic Socialist Republic of Sri Lanka for Institutional Strengthening 

for Decentralized Service Delivery in the Water Sector. Manila 
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compensation payment. The plans are posted on the NWSDB’s and ADB’s 
website. Compensation payment and/or provision of alternative land, where 
appropriate, is expected to be completed by the end of 2012.  

(iv) Successful management of risks. Major impact and outcome risks have been 
addressed: (a) Implementation risks in project areas associated with the conflict 
ended in 2009. (b) The National Water Policy was enacted in 2010, and a policy 
on water resource management has been initiated. (c) NWSDB and the 
Department of Irrigation have agreed on water sharing arrangements, as 
reflected in a memorandum of understanding establishing water rights for each 
scheme. Project implementation risks have also been mitigated: (a) Site selection 
for few water supply and septage treatment subprojects was revised in response 
to public requests,3 security and environmental concerns, detailed soil and 
engineering assessments. (b) In Mannar, demining was completed before works 
began. (c) In Chilaw, clearances to use temple land were obtained. For 
Vavuniya’s subproject, alternative land has been identified, affected parties have 
agreed to resettlement, and activities under the resettlement action plan are 
underway and have government priority.4

(v) Project rating. Because of low cumulative contract award and disbursement, the 
project is currently rated as a potential problem in the project performance rating. 
This situation is however expected to be reversed shortly, as detailed designs 
are completed and packages tendered.

 New population surveys were 
completed in 2011 and 2012 to take into account returning internally displaced 
people and reevaluate water service areas under the project. Lastly, committed 
to decentralization, NWSDB is requiring more complex design from regional 
offices in Chilaw and Vavuniya with support from Colombo. 

5

 

 Most risks have been successfully 
addressed. 

D. Cost Overrun 
 
10. The cost of the original project has increased by $50 million from $113.33 million to 
$163.33 million. The major reasons for the 44% increase are a 71% increase in input 
requirements for civil works, an 86% increase for equipment, and a 78% increase for taxes and 
duties as estimated during detailed design. The percentage change across cost categories 
against the original project is set out in Table 2. The detailed cost overrun analysis is in linked 
document on the cost overrun analysis.6

  
 

                                                
3  To secure the consent of private land owners and minimize involuntary land acquisition and resettlement, 

subprojects were, where possible, relocated to land belonging to the government or willing sellers. Designs needed 
to be revised for new sites. In Puttalam, water treatment plant siting was revised to government-owned land with 
more appropriate topographical and technical features. 

4 The households affected numbered 107 and affected persons 338. Land to be acquired is 65.9 hectares of rice land 
and 24.2 hectares of uplands. 

5  In the project performance rating, contract awards for combined loan and grants stand at $10.6 million and 
disbursements at $7.1 million. 

6 Cost Overrun Analysis (accessible from the list of linked documents in Appendix 2). 
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Table 2: Changes in Project Cost  

Cost Item 

Original Revised     
Cost Estimate 

($ million) 
Cost Estimate 

($ million) 
Change 

($ million) 
Change 

(%) 
Civil works 30.82 52.81 21.99 71 
Equipment 25.57 47.58 22.01 86 
Consulting services 5.41 5.68 0.27 5 
Project administration 1.31 2.31 1.00 76 
Others 6.95 6.78 (0.17) (2) 
Contingencies 28.00 20.93 (7.07) (25) 
Taxes and duties 15.27 27.24 11.97 78 

Total 113.33 163.33 50.00 44 
( ) = negative. 
Source: National Water Supply and Drainage Board and design and supervision consultant’s 
estimates. 

 
E.  Conclusion 
 
11. Notwithstanding the project rating, the project remains valid, sound, and strategically 
important to underpin welfare, poverty reduction, and reconciliation in affected areas. It meets 
eligibility criteria for additional financing as it is (i) technically feasible, economically viable, and 
financially sound; (ii) accorded high priority by the government; and (iii) consistent with the 
project’s development objectives; the Sri Lanka country partnership strategy, 2012–2016;7 and 
ADB’s Water Operational Plan, 2011–2020.8

 

 The project has a high degree of project readiness 
and safeguard compliance, which are priority criteria for additional financing. The government, 
NWSDB, and ADB remain strongly committed to ensuring that the project gets back on track to 
achieve its intended outcome. Additional financing is needed to meet cost overruns to achieve 
the scale and scope of the original project and to achieve the full outcome as designed.  

                                                
7  ADB. 2011. Sri Lanka Country Partnership Strategy, 2012–2016. Manila 
8  ADB. 2011. Water Operational Plan, 2011–2020. Manila 




