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Project Administration Manual Purpose and Process

The project administration manual (PAM) describes the essential administrative and
management requirements to implement the additional financing of the project on time, within
budget, and in accordance with the policies and procedures of the Government of Sri Lanka and
the Asian Development Bank (ADB). The PAM should include references to all available
templates and instructions either through linkages to relevant URLs or directly incorporated in
the PAM.

The Ministry of Health (MOH) is the executing agency and four provincial councils of Central,
North Central, Sabaragamuwa, and Uva provinces as implementing agencies for the output 1
activities are wholly responsible for the implementation of ADB-financed projects, as agreed
jointly between the borrower and ADB, and in accordance with the policies and procedures of
the Government and ADB. The provincial departments of health of all 9 provinces across the
country will support MOH to coordinate the implementation of relevant activities under output 2
and 3 of the project. ADB staffis responsible for supporting implementation including compliance
by MOH and Provincial Councils of the four provinces (Central, North Central, Sabaragamuwa,
and Uva provinces) of their obligations and responsibilities under output 1 of the project
implementation in accordance with ADB’s policies and procedures.

At loan negotiations, the borrower and ADB shall agree to the PAM and ensure consistency with
the loan agreement. Such agreement shall be reflected in the minutes of the loan negotiations.
In the event of any discrepancy or contradiction between the PAM and the loan agreement, the
provisions of the loan agreement shall prevail.

After ADB Board approval of the project's report and recommendations of the President (RRP),
changes in implementation arrangements are subject to agreement and approval pursuant to
relevant government and ADB administrative procedures (including the Project Administration
Instructions) and upon such approval, they will be subsequently incorporated in the PAM.




l PROJECT DESCRIPTION

1. The Health System Enhancement Project (the original project), for $60 million
(comprising $37.5 million in concessionary loan and $12.5 million grant, and $10 million equivalent
from the Government of Sri Lanka in counterpart funds), was approved in October 2018, effective
since February 2019 and is due to close on 30 November 2023. The original project aims to
improve efficiency, equity, and responsiveness of the primary health care (PHC) system based on
the concept of providing universal access and continuum of care to provide high quality package
of essential health services. The original project pursues an equity perspective by targeting
underserved populations access to PHC. It expects to further inform and operationalize
government PHC reform initiatives by making accessible more comprehensive package of
services, developing a referral system by establishing shared care clusters by linking PHC
hospitals as feeder hospitals to an apex secondary care hospital, by mapping the population
served by the clusters to the nearest cluster hospital, by improving the quality of care, including
continuity of care, via an interoperable information technology (IT) system and functionally
integrating preventive and curative services for disease prevention, surveillance and notification.
Furthermore, the project will strengthen e-learning facilities to improve capacity of the human
resources in health sector and supports to address selected gaps in core public health surveillance
areas in line with the international health regulations (IHR). The original project is well performing
at the end of 2.5 years, as of 15 June 2021, and is on track to meeting its objective.

2. Reallocation. Due to the coronavirus disease (COVID-19) pandemic affecting Sri Lanka
in March 2020, $15 million was reallocated from the original project ($10 million from the
concessionary loan and $5 million from the grant) via memos dated 25 March and 10 April 2020
to meet the urgent financing requirements on curtailing the COVID-19 pandemic. The government
made this reallocation request from the original project as COVID-19 related interventions are
coming under the scope of the project which included interventions to improve communicable
disease surveillance and strengthen IHR (output 2). The reallocated resources were requested for
meeting the emergency activities related to scaling up of molecular biology laboratory capacity,
increasing the accessibility to emergency medical equipment at hospitals, expanding high
dependency and intensive care units, expanding oxygen accessibility, and increasing the
availability of consumables like surgical masks, personal protection equipment and reagents and
other consumables for polymerase chain reaction (PCR) testing and screening of COVID-19.

3. Additional financing. The additional financing is the most appropriate and efficient
modality to finance the scale up of the outputs of a well performing ongoing project, addressing
the government’s urgent financing requirements to support and manage the third wave of COVID-
19 pandemic, and the replenishment of reallocated funds approved in 2020 to complete the
originally planned activities mainly related to PHC development.

4. The additional financing is classified as low risk given that: (i) the loan amount is not
exceeding $200 million; (ii) the Asian Development Bank (ADB)’s experience in the health sector
in the country has a positive record of; (iii) considerable executing agency capacity in terms of
externally financed project administration exists; (iv) there are no known integrity concerns in the
project; and (v) the proposed safeguards categorizations continue as B for environment, C for
involuntary resettlement, and C for indigenous peoples.

5. The total additional financing to the original project will be for $123 million which includes
$110 million from ADB country allocation, $3 million grant resources via the ADB-managed Japan



Fund for Poverty Reduction (JFPR);* and $10 million as Government of Sri Lanka counterpart
funds.

B. The objectives of the additional financing are to:

(i} meet the funding shortfall due to above reallocation to implement the original scope
of the original project;

(i} meet further increasing demands due to the ongoing third wave of COVID-19
pandemic management;

(i} support developing of at least one secondary care facility (including for COVID-19
case management) in each of the original nine project districts that will be
developed as the cluster apex hospitals;

(iv] expand the facilities available for distance and e-learning, given the rising COVID-
19 situation in the country;

(W) extend the project closing date by 24 months, or up to November 2025 to
successfully implement and achieve the outcomes of the scaled-up project; and

(il access the JFPR for a grant of $3 million to meet the COVID-19 related financing

gaps.

¥ Policy alignment. The additional financing aligns closely with the government’s priorities
identified in its development strategy, the National Policy Framework Vistas of Prosperity and
Splendor 20192 and the National Health Policy of 2016-2025.2 It intends to (i) ensure that existing
free health care system will be further developed to reduce waiting times, with special focus at the
district level; (ii) expand the services available to patients; (iii) ensure that all hospitals are
developed; and (iv) ultimately achieve universal health coverage as aligned with the United Nations
Sustainable Development Goal 3. The project is in line with ADB’s country partnership strategy
(2018-2022)* for Sri Lanka supporting the inclusive growth pillar which further strengthens the
relationship with the Government of Sri Lanka for a long-term programmatic approach consistent
with ADB’s health operations plan. The additional financing is also consistent with ADB's Strategy
2030 operational priority (OP) 1: addressing remaining poverty and reducing inequalities; OP 2:
accelerating progress in gender equality and social inclusion; OP 3: tackling climate change,
building climate and disaster resilience, and enhancing environmental sustainability; OP 5:
promoting rural development and food security; OP 6: strengthening governance and institutional
capacity; and OP 7: regional cooperation and integration.

8. Impact and outcome: The aggregate impact of the original and the additionally financed
projects continue to be aligned with the original project impact: a healthier nation is ensured with
a more comprehensive PHC system. Similarly, the project outcomes continue to ensure that
efficiency, equity, and responsiveness of the PHC system is improved. The combined design and
monitoring framework for original and additional financing projects is in Annex 1.

9. Key indicators for monitoring project outcomes. The project outcomes of the additional
financing will continue to be measured via the original project outcome indicators; (i) outpatient
utilization at PHC facilities (primary medical care units [PMCU] and divisional hospitals)
(disaggregated by age, sex, place of residence, district, and province) increased by at least 20%
from the baseline; (i) patients reporting knowledge of and satisfaction with PHC services

JFPR is a possible funding source subject to the approval of the Government of Japan.
Government of Sri Lanka. 2019. Vistas of Prosperity and Splendour. Colombo.

Government of Sri Lanka, MOH. 2016. Sri Lanka National Health Policy 2016—-2025. Colombo.
ADB. Sri Lanka: Country Partnership Strategy (2018—2022). Manila.
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(disaggregated by age, sex, district) increased by at least 20% from the baseline; (iii) notifiable
diseases notified by cluster linked hospitals to the medical officers of health offices, within the
stipulated time, in the target provinces increased to at least 90%; (iv) cluster system reform
implemented and evaluated in all nine clusters; and (v) the average response time of 1990 Suwa
Seriya ambulance system in all districts reduced by 25%”.

10. Project beneficiaries. The beneficiary population of the original project and the additional
financing will include the entire population of 21.9 million people while approximately 7 million
(which is 33% of the Sri Lanka population) will receive additional benefits via the clusters and PHC
development identified using an equity perspective within each of the 4 original project supported
provinces.

11. The project outputs of the additional financing are:

(i} Primary and secondary health care enhanced in Central, North Central,
Sabaragamuwa, and Uva provinces;

(i} Health information system, disease surveillance capacity, and COVID-19 response
strengthened; and

(i} Policy development, capacity building, and project management supported.

12. Output 1: Primary and secondary health care enhanced in Central, North Central,
Sabaragamuwa, and Uva provinces. This output intends to strengthen PHC services in the
targeted four provinces of Central, North Central, Sabaragamuwa, and Uva with a special focus
on the socially, economically, and geographically disadvantaged populations. The PHC services
are defined as primary health care services that are provided via primary medical care units (and
the divisional hospitals (curative facilities), and via the preventive health network led by the medical
officers of health. It also supports the development of nine secondary care hospitals, which are
identified as apex hospitals in each of the shared care clusters.

13. The additional financing under output 1, supports two sets of activities. The first set are
planned activities in the four provinces of Central, North Central, Sabaragamuwa, and Uva under
output 1 of the original project which were intended to be implemented from 2021 but were placed
on hold because of the COVID-19 pandemic. The second set of activities are additional activities
newly included under the additional financing.

14. There are four activities under the first set of activities (planned activities from the original
project) under output 1:

15. (i) Developing 42 PHC facilities. The original project intended to support the development
of 135 curative PHC facilities (this includes PMCUs and DHSs). Due to the reallocation of funds for
COVID-19, this activity will support the development of 42 of the originally planned 135 PHC
facilities (the balance of 90 PHC facilities will be developed under the original project) (the list of
PHC hospitals is available in Annex 2). The infrastructure designs will continue to be based on a
MOH-approved physical space norm for PHCs.®

16. (i) Expanding the package of nutrition services. The activity to expand the targeted
nutrition related services available to the mothers and children in the four provinces with a special
focus of more vulnerable populations in the estate and rural areas, which was in the original project

5 The MOH published a Physical space norm that should be followed when developing PHC facilities in Sri Lanka.
Government of Sri Lanka, MOH. 2018. General Circular No 1-29/2018 of June 29, 2018. Colombo.
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scope and given the reallocation, will be financed via the additional financing.

17. (i) Renovating 127 field health centers . This activity will support to renovate and
refurbish 127 field health centers selected from each of the medical officer of health areas in the
nine districts in the four provinces which was in the scope of the original project but was not able
to be carried out due to the reallocation.

18. (iv) Public awareness and behavior change communication for increasing PHC
utilization . The objective of this activity is to create demand and support a behavior change of
health seekers who regularly bypass PHC services. This activity, which was in the original project
scope, will be supported via the additional financing. The public awareness and behavior change
communication campaign, will be implemented via an agency, will encourage utilization of primary
health care utilization and wellness and healthy living promotion in the community. Moreover, the
campaign will also promote the nine selected clusters and the related-medical officer of health
areas (Annex 3) for (i) wellness and healthy lifestyle; (ii) integrated services such as nutrition, non-
communicable diseases (NCDs), and elderly care; and (iii) for convergence with other vertical
programs (for increasing case detection and early management of tuberculosis, prevention and
control of sexually transmitted diseases including HIV prevention and surveillance for malaria etc.).

19. There are two new activities under the second set of activities (new activities via additional
financing) under output 1:

20. (i) Upgrading nine base hospitals (one in each of the nine districts in the four
provinces) . The activity will support to develop the already identified nine secondary care
hospitals (36%) (9 out of 25)° that will function as apex hospitals in each of the nine clusters. The
infrastructure development at the apex hospitals will ensure better facilities for COVID-19 care,
elderly care and services for mental health, eye care, and non-communicable diseases and risk
factor prevention related care, rehabilitation and disability care services, and will provide on call
rooms, additional laboratory services to ensure that the demarcated population belonging to a
shared care cluster will receive a package of care that is of higher quality (civil works support to
cluster apex hospitals and the list of cluster facilities are in Annex 3). This activity will also support
a consultancy firm to carry out design and supervision of civil works and an individual consultant
to support cluster implementation. This activity will also support to purchase the medical equipment
needs which will be identified based on the areas of development in each of the nine apex
hospitals.

21. (i) Expanding the existing PHC innovation fund to improve continuity of care, quality
of care . This activity will allocate additional funding to the existing PHC innovation fund which was
functional under the original project. These additional PHC innovation funds will be authorized to
be used only for cluster linked hospitals or the cluster linked medical officer of health unit
development (for repairs, refurbishment, and minor civil works), improving cluster services and for
supporting cluster operational expenses (the updated PHC innovation fund utilization guidelines
for the additional financing is in Annex 4).

22. Output 2: Health information system, disease surveillance capacity and COVID-19
response strengthened . Like output 1, there are two sets of activities under this output. The first
set includes the planned activities under the output 2 of the original project which were kept on

6 There are 25 secondary care level hospitals in the four provinces while the country has 90 secondary level hospitals.
In addition, there are 23 tertiary level hospitals across the country with five of them located in the four provinces that
ORIGINAL PROJECT is supporting. Government of Sri Lanka, MOH. Hospitals.
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hold due to reallocation and will be replenished and expanded under the additional financing. The
second set of activities are activities that are newly included under the additional financing for
addressing the ongoing COVID-19 pandemic.

23. There are two activities under the first set of activities (planned activities under the original
project) under output 2:

24 (i) Adopt health information technology for better continuity of care and disease
surveillance. This activity under the original project intends to strengthen health and disease
surveillance to provide real time sharing of health information vertically and horizontally across
facility levels and across different episodes of care for an individual patient in the nine shared care
clusters (Annex 4). This system will help enhance the referral system, patient quality of care, and
disease surveillance capacity and will establish a mechanism for continuity of care for health
seekers. This sub-output will further support disease surveillance with the establishment of
geographic information system (GIS) enabled services in the four provincial directors’ health offices
and in the respective nine regional directors of health offices linked to the medical officer of health.
The additional financing will support procuring the computers and peripherals while the system
development is supported via the original project and will hire the services of a GIS specialist. The
adoption of HIT in shared care clusters, including the procurement of computers and peripherals,
will be implemented in a phased approach. The first phase will roll out the HIT in two selected
shared care clusters and the second phase will be implemented in the remaining seven shared
care clusters conditional to successful integration and implementation of the first phase following
the clearance of initiating the second phase made by the project steering committee in consultation
with ADB. The decision on whether the second phase will be initiated or not should be made before
the midterm review of the project.

25, (i) Implement IHR recommendations. This activity under the original project intends to
support the equipment gaps to meet the core capacity levels at all eight ports of entry (POES) in
Sri Lanka. Via the additional financing under this output 2(ii), three more vehicles (two vehicles to
the ports of Hambantota and Trincomalee and the Quarantine Unit of the Ministry of Health [MOH])
will be provided to improve the core capacity. In addition, via additional financing, to further
strengthen the disease surveillance related tasks carried out by the Quarantine Unit, the ongoing
web-based surveillance system for notifiable diseases will be upgraded via additional financing
resources by hiring the services of a consultancy firm. Within this activity, the sub-activities carried
out since the reallocation of April 2020 are also included (the details of activities carried out using
the reallocated $15 million is in Annex 5.)

26, There are three new activities under the second set of activities under output 2:

(i) Support to COVID-19 and Essential Health Care. This activity will support COVID-19 care
and other essential health care services which is critical for addressing the ongoing COVID-19
pandemic as well as the humanitarian crisis caused by the ongoing economic crisis. This includes
to support the procurement of essential pharmaceuticals and medical equipment and supplies for
all public sector health facilities (primary, secondary, and tertiary care level) to be used across the
country to sustain the operation of essential health care services and meet the increasing demands
for expanding the number of functional beds for Intensive care, high dependency, and emergency
treatment units, and for inpatient hospital wards. This activity will also support the purchase of
oxygen cylinders, establish wall oxygen facilities in hospitals, establish oxygen generators and
liquid oxygen tanks in selected secondary and tertiary care hospitals. The activity will also support
transport of COVID-19 patients from home care to hospitals when needed via purchase of 50
ambulances managed by the 1990 Suwa Seriya Ambulance service (20) and Ministry of Health



(30). The Ministry will provide basic life support equipment for the ambulances and will provide a
set of basic equipment as a home care pack to COVID-19 patients which will include a pulse
oximeter (finger type), a small oxygen concentrator, and a thermometer; and the respective
medical officers of health in each of the areas will train the caregivers. These adjustments are also

reflected in annex 8 (procurement plan) of the PAM.

27 (ii) Support to laboratory development. This activity will support the MOH in establishing
laboratories, and procurement of point of care tests and other equipment and consumables for
testing COVID-19 and related diseases. In addition, output 2(iv) supports the Sri Lanka Institute of
Biotechnology (SLIBTEC), a government owned institute, to establish advanced PCR and virology
testing facilities with the purchase of required laboratory equipment and also support MOH to
conduct a feasibility study of increasing the access to testing in rural and hard-to-reach areas
through deploying mobile laboratories.

25, (iii) Support to improve the efficiency of prehospital care system (1990 Suwa Seriya
ambulance system) for COVID-19 prehospital care. This activity aims to support the
government to enhance the efficiency of Sri Lanka’s only island-wide accessible, free-of-charge,
prehospital ambulance system (1990 Suwa Seriya ambulance system) to efficiently link the
exponentially increasing third wave of the COVID-19 patients to the defined hospitals across the
country. The activity intends to reduce the (a) average response time of the 1990 Suwa Seriya
ambulance service for patients with COVID-19 and other emergencies; (b) turnaround time of the
1990 Suwa Seriya ambulance service by reducing the time taken at the receiving hospitals; and
(c) strengthen capacity of the human resources of the prehospital services. This activity will support
to expand the ambulance fleet by 8% to improve the service capacity of 1990 Suwa Seriya to
provide timely prehospital services in identified underserved areas through the procurement of 25
25 ambulances (Annex 6); provide trainings on infection prevention and control (IPC) to ambulance
teams who are involved in transporting patients seeking COVID-19 treatment and other emergency
care to maintain safety measures, and provide needed trainings to new emergency medical
technicians (approximately 250 personnel) who will be recruited to operate the new fleet of
ambulances.

29 This activity will also improve the efficiency of the 1990 Suwa Seriya ambulance system
and the receiving end at the secondary and tertiary care hospitals to reduce the time lag from
patient arrival to initiation of treatment at the Emergency Treatment Units (ETU) through the
support and technical collaboration with Japanese Emergency Medical Services or via consultants
with the ambulance and the receiving ETU of the hospital in selected secondary and tertiary care
hospitals to provide the best benefit of the ‘golden hour’ to the COVID-19 and other emergency
care patients, and to improve the staff and center facilities by renovating 20 ambulance stations
for 1990 Suwa Seriya staff who are located at local police stations (Annex 6).

30. In addition, this activity will also support a refresher training (via a combination of virtual
and face to face training in country) to all paramedical staff of the Suwa Seriya team (approximately
a 10-day training for 2000 staff), a training of a team of six personnel from each of the receiving
hospital ETUs from approximatelyl00 secondary and tertiary care hospitals in the country,
improvement of training facilities of the 1990 Suwa Seriya trainers by purchasing required
emergency care related training equipment, and a workshop for concerned MOH and 1990 Suwa
Seriya officials to learn on the emergency medical service systems in Japan, including but not
limited to its operational mechanism, service delivery model, technology innovations and private
sector engagement, and discuss further technical cooperation in other areas such as prehospital
elderly care services in the future.



31. Output 3: Policy development, capacity building, and project management
supported. Additional financing to output 3 will continue to support the activities: (i) policy
development, activity (ii) capacity building, and activity (iii) project management and results
monitoring.

32. (i) Policy development. This activity under the original project intends to support policy
and strategy development for comprehensive PHC and continuum of care, especially for
vulnerable groups living in plantations with priority given to nutrition and reproductive health. The
additional financing continues to provide selective support in the form of consulting services and
workshops for various policy initiatives of the MOH. These supports will include (i) establishment
of clusters to explore strategies for strengthening PHC; (ii) personnel workforce planning with a
special focus on PHC workforce; (iii) development of policies and guidelines related to the
implementation of the essential service package; and (iv) review and development of the
reproductive health and gender related guidelines. Under the additionally financing, the additional
required technical consultants for monitoring, procurement, and finance, and providing technical
assistance on gender, healthcare waste management (HCWM), environment, social safeguards,
communications, and expertise in molecular biology will be engaged to support the government to
address the relevant technical areas in the project (details of consultant positions are given in the
implementation arrangements section below).

33. (if) Capacity building. This activity under the original project intends to support the MOH
with capacity building and training resources for (i) workshops for nutrition and health promotion,
emergency management, cluster planning and management, infection prevention and control,
distance learning for GIS; (ii) training for relevant staff in the target provinces to expand knowledge
on family health, PHC, gender, infection prevention and control, HCWM, monitoring and evaluation
(M&E) methodologies, hospital design and infrastructure, counselling; (iii) support the
implementing of the gender action plan and environmental and social safeguards; (iv) support
training in procurement and financial management; and (v) hiring the services of a firm or individual
consultants for developing course content and other technology-related enhancements. The output
3(ii) under the original project also supports the development of a distance learning center at the
National Institute of Health Sciences (NIHS), Kalutara (for 40 trainees) and for about 10-20
trainees at the regional level.

a4, This activity under the additional financing, will scale up the development at the NIHS for it
to be re-positioned as a state-of-the-art national center of excellence in primary health and
preventive health care training with linkages to all nine (one in each province) regional centers. It
will support the e-health infrastructure at the nine regional training centers and will support the
procurement of training equipment and furniture requirements to carryout pre-service and in-
service training of PHC staff. Under this output, a gender responsive module, a hospital design
module, and PHC training modules will also be developed.

35. (iii) Project management and results monitoring. This activity under the original project
intends to support the operating costs (both fixed and variable) related to central and provincial
project management and coordination and operating project management unit (PMU) and the four
project implementation units (PIUs). In addition, this activity intends to support the conduct of a
baseline and an endline survey including case studies and impact evaluations. It will also support
the PMU staff and administrative costs for 24 months, related to extension of the project from
November 2023 to November 2025.
36.



IMPLEMENTATION PLANS

A. Project Readiness Activities

37.

Table 1: Project Readiness Activities for Additional Financing

The project readiness activities, responsibilities, and estimated time frames for the
additional financing are as follows:

Month (2021)

Responsibility

Indicative Activities* May | June | July | Aug | Sep | Oct | Nov | Dec

Retroactive financing actions X X X X X MOH
Review stakeholders of and

reconvene project steering X X MOH
and implementation

committees of the proposed

additional financing

Prepare RRP and loan agreements X X X ADB
Loan and grant negotiations X GOSL, ADB
Advance contracting actions X X X X PMU
ADB Board approval X ADB
Loan and grant signing X GOSL, ADB
Loan and grant effectiveness X ADB, GOSL

ADB = Asian Development Bank; GOSL = Government of Sri Lanka; MOH = Ministry of Health; PMU = project
management unit; RRP = report and recommendation of the President.
Note: The PMU and the project implementation units of the ongoing project will continue to manage the additional

financing.
Source: Asian Development Bank.




B.

Overall Project Implementation Plan

Table 2: Overall Project Implementation Plan

Activities

Completed
Activities

Year 1
2021

Year 2
2022

Year 3
2023

Year 4
2024

Year 5
2025

Q1| Q2] Q3 | Q4

Q1| Q2 | Q3| 4

Q1| Q2| Q3| s

Q1| Q2| Q3| 4

Q1 [ Q2| o3| 4

Output 1. Primary and secondary health care enhanced

in Central, North Centr

al, Sabaragamuwa, and

Uva provinces

1.1

Complete civil works for
developing physical
infrastructure in selected 43
(Round 1 under the original
project), 50 (Round 2 under the
original project), and 42 (the
additional financing) PMCUs
and divisional hospitals

1.2

Complete physical infrastructure
designs for all PMCUs, divisional
hospitals, field health centers and
nine base hospitals

1.3

Complete civil works of the nine
base hospitals

1.4

Complete the provision of medical
equipment to PMCUs, divisional
hospitals, and nine base hospitals

1.5

Provide (replace) vehicles for
PHC services

1.6

Finalize the communications
strategy and terms of reference for
the behavior change communication
marketing firm and the nutrition firm

1.7

Award at least one innovative
project by cluster via the PHC
innovation fund

1.8

Award at least one innovative
project by cluster via the PHC
innovation fund financed under
the additional financing

1.9

Select the construction
supervision consultancy firm for
nine base hospital construction
repairs and

renovations




10

Activities

Completed
Activities

Year 1
2021

Year 2
2022

Year 3
2023

Year 4
2024

Year 5
2025

Q1| Q2] o3 | o4

Q1| Q2 | Q3| 4

Q| Q2| o3| s

Q1| Q2| Q3| <4

QL[ Q2 o3|

Output 2. Health information system, disease surveillance capacity, and COVID-19 response strengthened

2.1

Finalize the rollout plan to
introduce the health information
system to nine cluster hospitals

2.2

Establish GIS units in provinces and
districts

2.3

Design and layout local area
internet connection and purchase
computers and peripherals for 2
clusters in the phase 1 and 7
clusters in phase 2

2.4

Provide the equipment and
vehicles for POEs under the
original project (Round 1) and for
2 additional POEs under the
additional financing (Round 2)

2.5

Complete first round of training for
guarantine teams

2.6

Conduct second round of training
for quarantine teams

2.7

Engage an individual consultant to
carry out an IHR-related legal
review

2.8

Procurement of essential medical
equipment and consumables to
combat COVID-19 pandemic under
the original project reallocation

2.9

Establishment of PCR lab at
Mulleriyawa Base Hospital,
Colombo east

2.10

Establishment of molecular
biology lab at national infectious
disease hospital (IDH), Colombo

2.11

Renovation and refurbishment of
isolation facilities at ports of
entries at Colombo and
Trincomalee

2.12

Hire transportation services for
home care, quarantine and
intermediate care

2.13

Complete the first round of
procurement of emergency
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Activities

Completed
Activities

Year 1
2021

Year 2
2022

Year 3
2023

Year 4
2024

Year 5
2025

Q1

Q2] Q3 | Q4

Q1

Q2 | Q3

Q4

Q1

Q2| Q3

Q4

Q1

Q2] Q3

Q4

Q1

Q2 [ Q3

Q4

medical equipment and furniture
under the additional financing

2.14

Complete the second round of
procurement of emergency
medical equipment and furniture
under the additional financing

2.15

Establish oxygen concentration
plant, wall oxygen outlets and
liquid oxygen tanks in selected
secondary and tertiary hospitals
in all nine provinces

2.16

Supporting PCR laboratory
testing and other equipment

2.17

Complete the procurement of
ambulances for emergency
medical services (50) and
prehospital service (25)

2.18

Complete the renovation of 20
ambulance stations

2.19

Complete the procurement of
training equipment for the
trainings to prehospital staffs

Output 3. Policy development, capacity building, and project

management sup

ported

3.1

Hire consultant (local) to
support policy development for
essential service package
implementation

3.2

Hire consultant (local) to support
policy development for cluster
hospital reforms

3.3

Hire consultants (local) to review
and monitor environmental and
social safeguards

3.4

Develop the physical infrastructure
and equip a distance learning center
at the National Institute of Health
Sciences in Kalutara and selected
DLCs in nine provinces

3.5

Complete regular training
annually in relevant PHC areas
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Activities

Completed
Activities

Year 1
2021

Year 2
2022

Year 3
2023

Year 4
2024

Year 5
2025

Q1

Q2] Q3

Q4

Q1

Q2 | Q3

Q4

Q1

Q2| Q3

Q4

Q1

Q2] Q3

Q4

Q1

Q2 [ Q3

Q4

3.6

Conduct baseline and endline
surveys

3.7

Recruit the consulting firm to
develop and support e-learning
modules

3.8

Hire consultant (local) to support
the implementation of gender
action plan

Project Management Activities

Conduct procurement advance
actions

Prepare and submit quarterly and
annual progress reports

Submit annual audited project
financial statement

Submit environmental safeguards
monitoring reports (with a section on
social safeguards)

Prepare project completion report

COVID-19 = coronavirus disease 2019, DLC = distance learning center, GIS = geographic information system, IDH = infectious disease hospital, IHR =
international health regulations, PCR = polymerase chain reaction, PHC = primary health care, PMCU = primary medical care unit, POE = port of entry, Q = quarter.
Source: Asian Development Bank.
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PROJECT MANAGEMENT ARRANGEMENTS

A. Project Implementation Organizations: Roles and Responsibilities

Table 3: Project Implementation: Roles and Responsibilities

Organizations

Management Roles and Responsibilities

MOH
Secretary/National
Project Steering
Committee

Provide overall guidance on strategies and measures envisaged under the project
Coordination for effective project execution.

Liaise with other ministries and departments to resolve any project management
issues brought to the notice

Undertake periodic review of project performance.

Project Coordination
Committees (one
per province)

Preside on all project management, coordination, progress related aspects of the
project at the provincial level

Provide guidance to the PIU based on the decisions taken by the committee

MOF

Recipient of funds from ADB
Release of funds to MOH/PMU/PIU

DPMM

Overall monitoring of project progress

ADB

Reviews, approves, and disburses funds

Supervises overall project implementation

Implementation support including training on ADB procedures to project staff
Reviews and issues no-objection to procurement and disbursement documents
Ensures compliance to ADB procurement rules and procedures

PMU

Overseeing day-to-day project operations including procurement, disbursement,
accounting, logistics management, reporting, monitoring and supervision

Liaise among MOH and the other relevant participating agencies

Coordinate and manage with the PIUs for overall project procurement activities
including procurement for civil works and equipment

Submission of quarterly project progress report to PSC and ADB

Responsible for preparation of annual budget requirements in consultation with
provinces and its submission to National Budget Department for approval.

Provide sufficient funds for the PIUs to implement the project at the provincial
level

Prepare annual disbursement schedules

Preparation of annual project financial statements

Ensure conducting of regular audits, presentation of auditreports to PSC, and
submission to ADB and the Auditor General

Ensure compliance with national environmental regulations and ADB’s requirements
provided for in ADB’s Safeguard Policy Statement 2009 during project implementation

PIU

Implement and supervise the project at the provincial level

Regulate the disbursement of the loan funds and other government funds allocated to
the project and ensure its effective utilization

Management of the finance, expenditure records for project disbursements, audit

Submission of the project performance reports to PCC and PSC for monitoring and
evaluation of project progress

Submission of the Statement of Expenditure and accounting details to PMU

ADB = Asian Development Bank; DPMM = Department of Project Management and Monitoring, MOF = Ministry of
Finance; MOH = Ministry of Health; PCC = project coordination committee; PMU = project management unit; PIU =
project implementation unit; PSC = project steering committee; SPS = Safeguard Policy Statement.

Source: Asian Development Bank.
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B. Key Persons Involved in Implementation
Executing Agency Mr. Janaka S Chandraguptha
Secretary

Ministry of Health

secretary@health.gov.lk

Tel: +94 112695811

Office Address: Suwasiripaya, No 385, Rev. Baddegama
Wimalawansa Thero Mawatha, Colombo 10, Sri Lanka

Project Management Unit Dr. Anil Dissanayake
Project Director
Tel +94 777591613
anilrd21@gmail.com

Project Implementation Units Central Province
Mr. Gamini Rajaratne
Chief Secretary
+94 812223418
csccp@yahoo.com

North Central Province
L.J.M.G. Chandrasiri Bandara
Chief Secretary

+94 252235790
csncpc@gmail.com

Sabaragamuwa Province
Mr. Sunil Jayalath

Chief Secretary

+94 452222144
chiefsecretary@sg.gov.lk

Uva Province

Mr. P.B. Wijayarathna

Chief Secretary

+94 777812055/+94 552222810
chiefsecuva@gmail.com

Asian Development Bank

Division Director Ms. Gi Soon Song
Director, Human and Social Development Division
Tel +63 2 632 4629
gssong@adb.org

Mission Leader Mr. Herathbanda Jayasundara
Senior Social Development Officer
Tel +94 11-2674499, ext: 427
hjayasundara@adb.org



mailto:secretary@health.gov.lk
mailto:anilrd21@gmail.com
mailto:csccp@yahoo.com
mailto:csncpc@gmail.com
mailto:chiefsecretary@sg.gov.lk
mailto:chiefsecuva@gmail.com
mailto:hjayasundara@adb.org

15

C. Project Organization Structure

38. MOH as the executing agency will continue to maintain the PMU for the original project and
for the additional financing. MOH together with the four PIUs under their provincial councils of
Central, North Central, Sabaragamuwa, and Uva will implement both the original project and the
additional financing. The national Project Steering Committee (PSC) chaired by Secretary, MOH
via the PMU will provide strategic guidance, review the performance, and take timely strategic
measures required to achieve the project outputs. PMU will provide all other necessary support
required to functioning of PIUs in the four provinces under output 1 and ensure their effective
support.

39, PMU will work under the direction of PSC and manage the overall project. MOH will provide
the overall guidance to the PMU and the Deputy Director General (DDG) (Planning) of the
Management Development and Planning Unit will work as a coordinator to link the PMU to the
MOH. In addition, the DDG (Planning) will be the convenor of the PSC.

40, MOH, under the guidance of the Director General of Health Services, will formulate all
necessary guidelines and provide policy and implementation support to the (i) PHC reforms related
to the introduction of clusters, (ii) IT system to be developed and implemented across the clusters,
(i) behavior change communication campaign for encouraging PHC utilization, (iv) local level
nutrition intervention activities, and (v) M&E activities planned for the project including a
comparative analysis to measure the impact of the project interventions.

41. PIUs established at provincial level will continue to be supervised by the Project
Coordination Committee (PCC) in each of the four provinces and which will be headed by the chief
secretary of the respective province. PIUs will be responsible for implementation of the project at
provinciallevel.

42 The PMU will be led by a project director supported by a deputy project director, project
coordinator, procurement and finance specialists, M&E officer, IT officer and a few other technical
and secretarial support staff. Each of the PIUs will be managed by a deputy project director who
would be the provincial director of health services in each of the target four provinces and will be
supported by a full-time procurement specialist, finance manager, project engineer, and other staff.
The terms of reference for PMU and PIUs are provided in Annex 2 of the project administration
manual (PAM) of the original project.

42. The additional financing project will be managed by the same PMU staff for all outputs
and will be supported by the four PIU staff for activities implemented under output 1 of the
additional financing. Additional staff positions will not be created for the project, but a few junior
and senior level consultants will be hired on part time or full-time basis for 3 years as required by
the PMU. These positions will support project implementation and include the following: (i) cluster
implementation support consultant (part time basis), (i) molecular biologist for the PCR
sequencing laboratory at Apeksha Hospital (on part time basis), (iii) environment officer (junior
consultant), (iv) HCWM officer (junior consultant), (v) health communications officer (junior
consultant), (vi) GIS specialist (part time basis), (vii) gender officer (junior consultant), (vii) two
procurement officers (junior consultants), (viii) finance officer (junior consultant), and (ix) M&E
officer (junior consultant).
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Figure 1: Project Management Structure

National Project Steering Committee

y

Ministry of Health (Executing Agency)

A

A

Project Management Unit*

Project
Coordination
Committee under
Chief Secretary
— Central
Province
Provincial
Council —
Implementation
Agency Project
Implementation
Unit

Project
Coordination
Committee under
Chief Secretary —
North Central
Province
Provincial
Council —
Implementation
Agency Project
Implementation
Unit

Project
Coordination
Committee under
Chief Secretary —
Sabaragamuwa
Province
Provincial Council
— Implementation
Agency Project
Implementation
Unit

Project
Coordination
Committee under
Chief Secretary —
Uva Province
Provincial Council
— Implementation
Agency Project
Implementation
Unit

* Activities under output 2 and output 3 will be centrally managed by the Project Management Unit

Source: Asian Development Bank.
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Figure 2: Project Management Committees and their Composition

National Project Steering Committee
Chairman — Secretary, MOH: Convener and member — DDG Planning, Secretary of PSC- Project Director of PMU

Members- Director General Health Services, Additional secretaries Medical Services, Development, Public Health, Representative from
Ministry of Provincial Councils and Local Government Affairs, State Ministries of Pharmaceuticals, Supply and Regulation and Primary Health
Care, Epidemics, and COVID Disease Control and Finance Commission, MOF- External Resources Department, Project Management and
Monitoring, National Planning, Budget; and Representative from the Suweseriya Foundation, DDGs and / or representatives from BME, Lab,
NCD, MSland MS I, PHS 1 and PHS Il, ETR, Logistics ; Directors Planning, Health Information, Organization and Development, Policy
Analysis, PHC, FHB, Epidemiology Unit, Quarantine unit, Training, NIHS; Representatives from 4 chief secretaries offices, 9 PDHSs, 26 RDHSs,

|

Project Management Unit — MOH*

Staff: Project Director, Deputy Project Director, Project Finance
Manager, Procurement Specialist, Project Coordinator, Monitoring and
Evaluation Officer, IT Specialist, Internal Auditor, FM manager, FM
officers and technical experts and other staff and project secretary

Project Coordinating Committees in Central, North Central, Uva and
Sabaragamuwa provinces (one committee per province)
Chairman: Chief Secretary— Project Manager/PIU
Members: Provincial Secretary of Health; Deputy Chief Secretaries of
Planning, Finance, and Engineering; Provincial Directors of Health,
Member from MOPCLG and FC, Regional Health Directors; Key PIU
staff and other relevant invited members by PCC committee.
Consulting firm
|

Project Implementation Units in Central, North Central, Uva and
Sabaragamuwa provinces (one unit per province)

Staff: Deputy Project Director, Project Accountant, Procurement officer,
Project Engineer, District Project officers, Project Secretary

*Activities under output 2 and 3 will be centrally managed by the Project Management Unit

BME = Biomedical Engineering Services; DDG = deputy director general; ERD = Department of External Resources; ETR = Education, Training and Research; FHB
= Family Health Bureau; FM = financial management; IT = information technology; MOF: Ministry of Finance, MOH = Ministry of Health; MS | and |l = Medical Services
I and Il; NIHS = National Institute of Health Sciences; NCD = Non-Communicable Diseases; PDHS = Provincial Directors of Health Services (target 4 provinces); PHC
= Primary Health Care; PHS | and Il = Public Health Services | and IlI; PIU = project implementation unit; PMU = project management unit; RDHS = Regional Directors
of Health Services (target 9 districts).

Source: Asian Development Bank.
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Iv. COSTS AND FINANCING
43. The additional financing investment cost is estimated at $123 million including taxes and
duties of $10 million. The total cost includes physical and price contingencies as well as interest and
commitment charges during implementation.

Table 4: Summary Cost Estimates

($ million)
Current Additional
Item Amount? Financing® Total
A. Base Cost®
1. Primary and secondary health care enhanced in Central, Uva, 39.00 36.29 75.29
North central, Sabaragamuwa provinces
2. Health information technology, disease surveillance capacity and 3.70 70.24 73.94
COVID-19 response strengthened
3. Policy development support, capacity building, and project 9.87 5.09 14.96
management supported
Subtotal (A) 52.57 111.63 164.20
B. Contingencies®
Physical Contingencies 1.34 5.58 6.92
Price Contingencies 4.10 3.36 7.46
Subtotal (B) 5.44 8.94 14.38
C. Financial Charges During Implementation®
Interest during Implementation 1.99 2.18 4.17
Commitment Charges 0.00 0.25 0.25
Subtotal (C) 1.99 2.43 4.42
Total (A+B+C) 60.00 123.00 183.00

Note: Numbers may not sum precisely due to rounding off.

a Refers to the original loan amount.

b Includes taxes and duties of $10 million to be financed by the Government of Sri Lanka by cash contribution.

¢ In mid-2021 prices as of 17 August 2021.

4 Physical contingencies are computed at 5.0% for all categories. Price contingencies are computed at 1.6%—1.8% on
foreign exchange costs and 4.0%—4.5% on local currency costs; includes provision for potential exchange rate
fluctuation under the assumption of a purchasing power parity exchange rate.

¢ Includes interest and commitment charges. Interest during construction for the Asian Development Bank ordinary
capital resources regular loan has been computed at the 6 months United States dollar London-interbank offered
rate (LIBOR) rate plus a spread of 0.5%, funding cost margin of 0.01% (1 basis point for 1 July—31 December 2021)
and a commitment charge of 0.15% of undisbursed amount.

Source: Asian Development Bank.

44 The Government of Sri Lanka has requested (i) a regular loan of $110 million from ADB’s
ordinary capital resources and (ii) a grant of $3 million from ADB-administered JFPR to help finance
the project. The ADB loan will have a 29-year term including a grace period of 8 years; and such
other terms and conditions as set forth in the draft loan agreement. ADB will finance the
expenditures in relation to civil works, vehicles, consulting services, training, equipment, interest
charges, project management, incremental administration and the PHC innovation fund. JFPR
grant fund will finance expenditures in relation to civil works, equipment, vehicles, training, and
consulting services.



21

Table 5: Summary Financing Plan

Current? Additional Financing Total

Amount Share of Amount Share of Amount Share of

Source ($ million)  Total (%) ($ million)  Total (%) ($ million)  Total (%)
Asian Development Bank

OCR concessional loan 37.50 62.50 0.00 0.00 37.50 20.49

OCR regular loan 0.00 0.00 110.00 89.43 110.00 60.11

Special Funds resources 12.50 20.83 0.00 0.00 12.50 6.83

(ADF grant)

JFPR grant 0.00 0.00 3.00 2.44 3.00 1.64

Government of Sri Lanka 10.00 16.67 10.00 8.13 20.00 10.93

Total 60.00 100.00 123.00 100.0 183.00 100.00

ADF = Asian Development Fund, JFPR = Japan Fund for Poverty Reduction, OCR = ordinary capital resources.
Note: Numbers may not sum precisely due to rounding off.

a Refers to the original amount

Source: Asian Development Bank.

A. Cost Estimates Preparation and Revisions

45, The cost estimates were prepared in United States dollars. The cost estimates were
discussed and agreed with MOH and the four selected provinces during project processing.

B. Key Assumptions

46, The following key assumptions underpin the cost estimates and financing plan:
()  Exchange rate: SLRs199.50 = $1.00 (as of 17 August 2021).
(i)  Physical contingencies are calculated at 5% of base costs on all categories of costs.

(i)  Price contingencies are calculated based on Table 6 below:

Table 6: Escalation Rates for Price Contingency

ltem 2021 2022 2023 2024 2025
Domestic rate of price inflation 4.0% 4.5% 4.5% 4.5% 4.5%
Foreign rate of price inflation 1.6% 1.7% 1.7% 1.8% 1.8%

Source: Asian Development Bank.



22

C. Detailed Cost Estimates by Expenditure Category

Table 7: Detailed Cost Estimates by Expenditure Category

ltem Foreign I_E)gchange Loca! (_Zost Total_ C_:ost % of Total Base
($ million) ($ million) ($ million) Cost
A. Investment Costs?
1. Civil works 14.32 14.32 28.65 25.7%
2. Medical equipment, supplies and furniture ® 59.10 10.43 69.53 62.3%
3. Vehicles 4.16 - 4.16 3.7%
4. Training 0.04 0.74 0.78 0.7%
5. Consulting services 0.38 3.44 3.82 3.4%
6. Project management costs - 1.93 1.93 1.7%
7. PHC innovation fund 0.38 1.14 1.53 1.4%
Subtotal (A) 78.39 32.00 110.39 98.9%
B. Recurrent Costs
1. Incremental administrative costs - 1.24 1.24 1.1%
Subtotal (B) - 1.24 1.24 1.1%
Total Base Cost 78.39 33.24 111.63 100.0%
C. Contingencies
1. Physical 3.92 1.66 5.58 5.0%
2. Price 2.36 1.00 3.36 3.0%
Subtotal (C) 6.28 2.66 8.94 8.0%
D. Financing Charges During Implementation
1. Interest during construction 2.18 - 2.18 2.0%
2. Commitment charges 0.25 - 0.25 0.2%
Subtotal (D) 2.43 - 2.43 2.2%
Total Project Cost (A+B+C+D) 87.09 35.90 123.00 110.2%

PHC = primary health care.

Note: The updated guidelines on PHC Innovation Fund is in Annex 4. Numbers may not sum precisely due to rounding off.
2 $65.42 million out of the total investment costs is considered for the emergency COVID-19 response.

b Medical equipment includes all medical related equipment, tools and furniture. Furniture pertains to office furniture.
Source: Asian Development Bank.
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D. Allocation and Withdrawal of Loan Proceeds
Table 8: Allocation and Withdrawal of Loan Proceeds
Total Amount Allocated
for ADB Loan Financing Basis for withdrawal from the loan
No. Item ($) account
A. Investment Costs
1 Civil Works 25,715,707 100.0% of expenditure claimed?
2 Medical Equipment, Supplies and 63,477,603 100.0% of expenditure claimed?
Furniture
3 Vehicles 2,656,642 100.0% of expenditure claimed®
4 Consulting Services 3,459,774 100.0% of expenditure claimed?
5 PHC Innovation Fund 1,400,000 100.0% of expenditure claimed?
6 Project Management Costs 1,766,050 100.0% of expenditure claimed?
7  Incremental Administration 1,135,723 100.0% of expenditure claimed?
8 Interest Charge 2,430,346 100.0% of amounts due
9 Unallocated (Contingency) 7,958,155
TOTAL 110,000,000
ADB = Asian Development Bank, PHC = primary health care.
a Exclusive of taxes and duties imposed within the territory of the Borrower.
b ADB will finance cost of vehicles including applicable duties and excluding local indirect taxes (value-added tax and
national building tax as applicable).
Source: Asian Development Bank.
Table 9: Allocation and Withdrawal of JFPR Grant Proceeds
Total Amount Allocated
for JFPR Grant Basis for withdrawal from the loan
No. Item Financing ($) account
A. Investment Costs
1 Civil Works 556,439 100.0% of expenditure claimed?
2 Medical Equipment, Supplies and 280,654 100.0% of expenditure claimed?
Furniture
3 Vehicles 1,159,248 100.0% of expenditure claimed?
4  Training 711,278 100.0% of expenditure claimed?
5 Consulting Services 46,370 100.0% of expenditure claimed?
6 Unallocated (Contingency) 246,011
TOTAL 3,000,000

ADB = Asian Development Bank.

a Exclusive of taxes and duties imposed within the territory of the Recipient.

Source: Asian Development Bank.
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E. Detailed Cost Estimates by Financier

Table 10: Detailed Cost Estimates by Financier

ADB Loan JFPR Grant GOSL Total Taxes
% of cost % of cost % of cost Cost and
Item $ million category $ million category $ million category ($ million) Duties
A. Investment Costs?
1.  Civil works 25.72 91.7% 2.33 8.3% 28.04 2.33
0.56 91.7% 0.05 8.3% 0.61 0.05
2. Medical equipment, supplies and 63.48 91.7% 5.74 8.3% 69.22 5.74
furniture®
0.28 91.7% 0.03 8.3% 0.31 0.03
3. Vehicles 2.66 91.7% 0.24 8.3% 2.90 0.24
1.16 91.7% 0.10 8.3% 1.26 0.10
4.  Training 0.71 91.7% 0.06 8.3% 0.78 0.06
5.  Consulting services 3.46 91.7% 0.31 8.3% 3.77 0.31
0.05 91.7% 0.00 8.3% 0.05 0.00
6.  Project management costs 1.77 91.7% - 0.0% 0.16 8.3% 1.93 0.16
7.  PHC innovation fund 1.40 91.7% - 0.0% 0.13 8.3% 1.53 0.13
Subtotal (A) 98.48 89.2% 2.75 2.5% 9.16 8.3% 110.39 9.16
B. Recurrent Costs
1. Incremental administrative costs 1.14 91.7% - 0.0% 0.10 8.3% 1.24 0.10
Subtotal (B) 1.14 91.7% - 0.0% 0.10 8.3% 1.24 0.10
Total Base Cost 99.61 89.2% 2.75 2.5% 9.26 8.3% 111.63 9.26
C. Contingencies
1. Physical 4.97 89.1% 0.14 2.6% 0.46 8.3% 5.58 0.46
2. Price 2.98 88.8% 0.10 3.0% 0.28 8.3% 3.36 0.28
Subtotal (C) 7.96 89.0% 0.25 2.7% 0.74 8.3% 8.95 0.74
Financing Charges
D. During Implementation
1. Interest during construction 2.18 100.0% - 0% - 0.0% 2.18
2. Commitment charges 0.25 100.0% - 0% - 0.0% 0.25
Subtotal (D) 2.43 100.0% - 0% - 0.0% 2.43 -
Total Project Cost (A+B+C+D) 110.00 89.4% 3.00 2.4% 10.00 8.1% 123.00 10.00

ADB = Asian Development Bank, GOSL = Government of Sri Lanka. JFPR = Japan Fund for Poverty Reduction, PHC = primary health care.

Note: ADB will finance cost of vehicles including applicable duties and excluding local indirect taxes (value-added tax and nation building tax as applicable). Numbers
may not sum precisely due to rounding off.

a$65.42 million out of the total investment costs is considered for the emergency COVID-19 response.

b Medical equipment includes all medical related equipment, tools and furniture. Furniture pertains to office furniture.
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F. Detailed Cost Estimates by Outputs and/or Components

Table 11: Detailed Cost Estimates by Output ($ million)

25

Output 1 Output 2 Output 3
Total Cost % of cost % of cost % of cost
Item ($ million) Amount category Amount category Amount category
A. Investment Costs?
1. Civil works 28.65 26.16 91.3% 0.61 2.1% 1.88 6.6%
2. Medical equipment, supplies and 4.91 7.1% 63.57 91.4% 1.05 1.5%
furniture 69.53
3. Vehicles 4.16 - 0.0% 4.16 100.0% - 0.0%
4. Training 0.78 0.78 100.0% - 0.0% - 0.0%
5. Consulting services 3.82 2.92 76.3% 0.54 14.1% 0.37 9.6%
6. Project management costs 1.93 - 0.0% 1.37 71.0% 0.56 29.0%
7. PHC innovation fund 1.53 1.53 100.0% - 0.0% - 0.0%
Subtotal (A) 110.39 36.29 32.9% 70.24 63.6% 3.85 3.5%
B. Recurrent Costs
1. Incremental administrative costs 1.24 - 0.0% - 0.0% 1.24 100.0%
Subtotal (B) 1.24 - 0.0% - 0.0% 1.24 100.0%
Total Base Cost 111.63 36.29 32.5% 70.24 62.9% 5.09 4.6%
C. Contingencies
1. Physical contingencies 5.58 1.81 32.5% 3.51 62.9% 0.25 4.6%
2. Price contingencies 3.36 1.09 32.5% 211 62.9% 0.15 4.6%
Subtotal (D) 8.94 291 32.5% 5.63 62.9% 0.41 4.6%
D. Financing Charges During
Implementation
1. Interest during construction 2.18 0.71 32.5% 1.37 62.9% 0.10 4.6%
2. Commitment charges 0.25 0.08 32.5% 0.16 62.9% 0.01 4.6%
Subtotal (D) 2.43 0.79 32.5% 1.53 62.9% 0.11 4.6%
Total Project Cost (A+B+C+D) 123.00 39.99 32.5% 77.40 62.9% 5.61 4.6%

PHC = primary health care.

Note: Numbers may not sum precisely due to rounding off.

a$65.42 million out of the total investment costs is considered for the emergency COVID-19 response.
Source: Asian Development Bank.
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G. Detailed Cost Estimates by Year
Table 12: Detailed Cost Estimates by Year ($ million)

Item Total Cost 2021 2022 2023 2024 2025
A. Investment Costs?

1. Civil works 28.65 - 9.33 10.96 6.11 2.26

2. Medical equipment, supplies and 69.53 12.89 39.63 12.10 - 491

furniture

3. Vehicles 4.16 - 4.16 - - -

4. Training 0.78 - 0.29 0.39 0.09 -

5. Consulting services 3.82 0.05 1.72 1.43 0.48 0.14

6. Project management cost 1.93 - 0.35 0.35 0.65 0.57

7. PHC innovation fund 1.53 - 0.44 0.41 0.39 0.28

Subtotal (A) 110.39 12.94 55.92 25.64 7.73 8.17
B. Recurrent Costs

1. Incremental administrative costs 1.24 - - - 0.64 0.60

Subtotal (B) 1.24 - - - 0.64 0.60

Total Base Cost 111.63 12.94 55.92 25.64 8.37 8.76
C. Contingencies

1. Physical contingencies 5.58 0.65 2.80 1.28 0.42 0.44

2. Price contingencies 3.36 0.19 1.55 1.18 0.25 0.19

Subtotal (C) 8.94 0.84 4.35 2.46 0.67 0.63

D. Financial Charges During
Implementation

1. Interest during construction 2.18 0.02 0.27 0.54 0.65 0.70
2. Commitment charges 0.25 0.08 0.10 0.04 0.02 0.01
Subtotal (D) 2.43 0.10 0.37 0.58 0.67 0.71
Total Project Cost (A+B+C+D) 123.00 13.88 60.64 28.68 9.70 10.10
% Total Project Cost (A+B+C+D) 100.0% 11.3% 49.3% 23.3% 7.9% 8.2%

PHC = primary health care.

Note: Numbers may not sum precisely due to rounding off.

@ $65.42 million out of the total investment costs is considered for the emergency COVID-19 response.
Source: Asian Development Bank.



Contract and Disbursement S-Curve

Figure 3: Contract Award and Disbursement S-Curve
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ADB = Asian Development Bank, JFPR = Japan Fund for Poverty Reduction, Q = quarter.
Source: Asian Development Bank.
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Table 13: Contract Awards and Disbursements

ADB Additional Financing Loan ($ million)

Year Contract Awards? Disbursements
Q1 Q2 Q3 Q4 Total Cum. Q1 Q2 Q3 Q4 Total Cum.

2021 - - 58.3 15.4 73.7 73.7 - - - 13.1 13.1 13.1
2022 26.0 0.7 0.1 0.2 27.0| 100.7 13.0 18.1 16.7 6.6 54.4 67.5
2023 0.1 0.1 14 0.1 16| 1023 14.7 4.2 33 3.2 25.3 92.9
2024 0.1 0.1 0.1 5.0 53| 107.6 1.9 25 1.9 2.0 8.3 | 101.2
2025 - - - - -| 107.6 4.4 2.1 2.0 0.3 8.8 | 110.0
Total 26.1 0.9 59.8 20.8 107.6 33.9 27.0 23.9 252 | 110.0

Q = quarter.

Note: Numbers may not sum precisely due to rounding off.

a Contract awards exclude financing charges which the loan is also funding.

Source: Asian Development Bank.

JFPR Grant ($ million)
Year Contract Awards Disbursements
Q1 Q2 Q3 Q4 Total Cum. Q1 Q2 Q3 Q4 Total Cum.

2021 - - - 0.1 0.1 0.1 - - - - - -
2022 2.9 - - - 2.9 3.0 0.0 1.0 1.0 0.3 2.2 2.2
2023 - - - - - 3.0 0.2 0.2 0.1 0.1 0.6 29
2024 - - - - - 3.0 0.1 0.0 0.0 0.0 0.1 3.0
2025 - - - - - 3.0 0.0 0.0 0.0 0.0 0.0 3.0
Total 2.9 - - 0.1 3.0 0.3 1.2 11 0.4 3.0

Q = quarter.

Note: Numbers may not sum precisely due to rounding off.
Source: Asian Development Bank.




l. Fund Flow Diagram

47 The overall fund flow for the additional financing is illustrated in the figure below. Disbursements for contracts under the ETFF
will be financed under the direct payment method, as described in the Loan Disbursement Handbook, with certain modifications
agreed by CTL. These disbursement arrangements, including the fund flow diagram, are set out in Annex 15.

Figure 4: Fund Flow Diagram
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**Under the advice from the Deputy Secretary of Treasury

ADB=Asian Development Bank; AF-HSEP = Additional Financing for Health System Enhancement Project; CBSL=Central Bank of Sri Lanka; MOH-PMU=Ministry

of Health, Project Management Unit; MOF=Ministry of Finance; WA=withdrawal application.
Source: Asian Development Bank.
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V. FINANCIAL MANAGEMENT
A. Financial Management Assessment

43, The financial management assessment (FMA) was conducted in June 2021 in accordance
with ADB guidelines on Financial Management Assessment’ and Financial Due Diligence: A
Methodology Note.2 The FMA evaluated the financial management capacity of the Ministry Health,
Nutrition, and Indigenous Medicine, presently re-designated as Ministry of Health (MOH) as the
executing agency and the existing PIUs in the provinces as the implementing agencies. The
assessment was based on desk review, evaluation of the original project’s financial management
performance, review of recently completed FMA report, interviews with the government
counterparts, and drawing lessons from ongoing ADB experience in Sri Lanka. The MOH and the
four provinces have experience in implementing donors funded projects including those funded by
ADB. The ongoing project has an established staff capacity. Both the PMU at Ministry level and
PIUs at the provincial level are adequately staffed. FM consultant will be supplemented, if
necessary. Overall, the MOH-PMU and PIUs have satisfactorily complied with ADB’s FM
requirements. All the actions outlined in the agreed original project financial management action
plan including the establishment of management and implementing units, recruitment of an internal
auditor, procurement of an accounting software, set up of a separate fixed asset register, etc. have
been complied. The FMA found that the MOH have adequate financial management capacity to:
() record the required financial transactions, (ii) prepare and report reliable financial information,
(iif) safeguard the assets and (iv) manage the advance account and the statement of expenditure
(SOE) procedures based on ADB’s disbursement requirements. There is a structured FM
arrangement in the ongoing project which the additional financing will build on. The assessment
indicated that MOH financial management capacity, systems and procedures are acceptable for
the proposed additional financing.

49, There are notable improvements in the capacity and systems of MOH-PMU and PIUs since
2018, the pre-mitigation FM risk for the additional financing is rated “Moderate,” which is mainly
due to the budget allocation for the additional financing that has not yet been made. This may
cause possible delays in the release of budget funds impacting project implementation. This FM
risk will be mitigated through, (i) establishment of a separate budget code and timely budget
allocation for the additional financing scope, and (i) regular monitoring and reporting of the
counterpart financing which will be reported as part of the quarterly progress reports. The FMA
concludes that with the risk mitigation measures and the adoption of the financial management
action plans the financial management systems are acceptable for the proposed additional
financing.

50. The executing agency and the implementing agencies have agreed to implement an action
plan which describes the key measures to strengthen the financial management arrangements,
which are detailed in Tables 14 and 15 below.

7 ADB. 2015. Financial Management Technical Guidance Note: Financial Management Assessment. Manila.
8 ADB. 2009. Financial Due Diligence: A Methodology Note. Manila.
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Table 14: Financial Management and Internal Control Risk Assessment

Risk Mitigation Measures or Risk Management

Risk Description Assessment Plans

Inherent Risk

Country Specific

Public Financial Management. Substantial ADB to closely monitor the ongoing PFM

Overall, the government has reforms and initiatives including the launch

adequate PFM systems in place. of the Integrated Treasury Management

However, there is scope for Information System (ITMIS).

improving compliance with the Budgetary allocations, budget details and

national systems and regulations as progress of budget utilization were included

well as the FM capacity at various in the original project’'s QPRs. Closely

levels. Also, an ADB report on the monitoring of budgetary allocations and

PFM systems of Sri Lanka identified project activities to reduce country specific

risk related to timely availability of risk in the project will also be performed for

project funds. the additional financing.

Entity Specific

The involvement of multilayer Moderate A high-level national Project Steering

(ministry and provinces) agencies Committee under the Chairmanship of the

complicates the overall project Secretary, MOH was formed for the original

implementation process. project, the same will monitor and oversee
the additional financing.
The  provincial  project  coordination
committees chaired by the chief secretaries
were formed at the respective province for
the original project, and the same will monitor
the additional financing.

Overall Inherent Risk Moderate

Project Risk

Staffing. The extended scale of Moderate The PMU and PIUs were formed for the

activities and financing through the original project, fully staffed, and has

additional financing may overstretch satisfactory FM track record in complying

the capacity of MOH-PMU. with ADB’s FM and disbursement
requirements.
The capacity of the PMU may need to be
further strengthened. Efficient coordination
and flow of information between the
different entities involved in the project
implementation must be ensured. An
additional FM staff to be hired to support the
PMU. The same consultant will support the
additional financing and RECOVER Project.
Continuous trainings on ADB’s financial
management and disbursements processes
and procedures will be provided.

Fund flow. The budget allocation Substantial A separate project budget head has been

for the additional financing has not
been transferred to MOH. Delays in
allocation and release of budget
may lead to inadequate project
financing and implementation
delays.

established with timely allocations of funds
for the original project. MOH has
established separate advance accounts for
the loan and grant and the required sub-
accounts were opened for the original
project.
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Risk Mitigation Measures or Risk Management
Risk Description Assessment Plans
MOF to provide a firm commitment that
budget allocation is transferred to MOH by
loan effectiveness. MOF to also provide
assurances that counterpart funds will be
released in a timely manner. The availability
of counterpart financing will be monitored
regularly through QPRs.
Accounting policies and Low MOH currently maintains separate
procedures. No separate accounting records for the projects and
accounting records for the project adopts the Sri Lanka Accounting Standards
and non-compliance with prescribed which are consistent with international
accounting standards. accounting standards.
No mitigation measures needed as the risk
is low.
Reporting. Inadequate information Moderate The QPRs for the original project included
in the financial reports may result to financial information details and were timely
untimely detection and resolution of reported to ADB.
issues.
Likewise, for the additional financing,
comprehensive financial information will be
part of the QPRs in a format agreed with
ADB within 45 days after the end of each
quarter.
The PMU is to prepare the project financial
statements within two months after the end
of the fiscal year to ensure auditors can
start the audit process on time.
Internal audit. MOH currently has Moderate Internal audit unit shall include the
an internal audit unit. In addition, as additional financing in the annual internal
part of the original project design an audit plan and shall evaluate the
internal audit staff specifically for effectiveness of controls and processes for
the original project was hired. Non- the project. MOH and IAs shall promptly act
inclusion of the additional financing on the observations and recommendations
in the internal audit plan may result of the internal audit unit as included in the
to weaknesses in internal controls internal audit report. All internal audit
not being detected. findings shall also be reported as part of
QPRs
External audit. Delays in Moderate Similar to the original project, the PMU must
submission of audited project liaise with NAO to ensure the proposed
financial statements to ADB. project is part of NAO’s annual audit plan
and that the Audit process is commenced in
a timely manner. The audit observations to
b