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DATE: March 7, 1985
 

TO: Mr. S. J. Baker, Acting Chief, ASPAA
 

FROM: Dirk Leeuwrik and H. van Voorthuizen, ASPAA
 
SUBJECT: SRI LANKA 
- Mahaweli Gangs Development Project 
II - Cr. 701-CE 

Back-to-Office and Full Supervision Report 

1. In accordance with the Terms of Reference dated December 17,we visited Sri Lanka in January 1985 for 1984,
the final reviev of implementation of the Mahaweli Ganga Development Project 
II (Cr. No. 701-CE).
resentatives of two of the four co-financing countries 

Rep
and The United Kingdom - participated in the 

- The Netherlands
 
the two review and
others - Canada and representatives of
the United States-attended the wrap-up meeting. Senior staff of 
the Mahaveui Economic Agency and the Mahaweli
Engineering and Construction Agency accompanied 
the mission during the
field review.
 

2. 
 The Full Supervision Report, comprising the Supervision Summary
and Annexes I through 4, is 
attached.

mendations are 

The mission's findings and
summarized recomin the Aide-Hemoire of January 1985 (Annex 2)

which was 
left with GOSL at 
the conclusion of the mission.
will close on June 30, 
1985. The credit
 
its finalization will probably require 


A draft PCR has been prepared and submitted;

a follow-up visit
conjunction with other operational work). 

to Sri Lanka 'n
 
exceed the agricultural targets. 

The project is expected 
to
 
inability A major concern
to reimburse-expenditures at this stage is our
 
incomplete audits of 

under small-scale contracts because of
accounts and documents supporting Statements of
Expenditures.
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March 7 1985 

Mr. K.H.S. Gunatilaka
 
Director General

Mahawaei Authority of Sri Lanka
 
Colombo
 
Sri Lanka
 

Dear Mr.Gunatilaka:
 

We thank you and the staff of flEAcooperation and assistanc extended and MECPA for theto courtesies,the imlementation the January 1985 mission reviewing
(Cr. No. 701-<M). 

progress of the Mahaweli Ganga Development i projectviews 
The mission has reported its findings and weand recamme-dntions endorsepresented the,enoireBased on in the Aidepast experience, left by the mission.we know that the concernedne.ssary fo11ci-up actions staff will, be taking theto solve the issuesand to further raised in the Aide-Me-oireiprove the implementation of the project.
 

The project is 
 now nearing campletion and,Aide-Memoire, the H area has already became an important and productive
 
as stated in theagricultural region in Sri Lanka. However,

infrastructure now that the necessaryis essentiallytion will need in place, ato be given great deal of concentratedto ensure that 
to the further development of attenthe iprovement settler communtiestained and be shared 

in incomes and living standards willequitably by all. be sus-The project is moving fram the "conassociated changes. 

struction" phase into the "operation and maintenance" phase with all the
already been initiated 

We 
or 
are pleased to note some of the actions that have
are contemplatedand we particularly voice in anticipation ofour support these changes,for the proposedsupport program in two representative intensive operational

channel. Using a broad socio-emonomic 
areas, each served by a distributary
approach, this program would systematically identify production and other constraints, apply existingknowledge to overcome such constraints,experience gained would and also test new approaches.eventually be extended The

during a follow-up phase. to the whole of the H areaSuch a
timely at this stage and we 
program would be extremely useful andbelieve that it wouldbilateral financial and techical support. 

be very suitable for 

One serious concern whichinability to provide remains is the project's continuedIDA with satisfactoryful if you could give this 
audit reports. We would be grateresolved, MA will not 

issue your personal attention becau-e, unlessbe able to reimburse a sizable anountincurred under small-scale works contracts. 
of expenditures 

II 4o00" fCA ;48423 A 04 f4 
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In conclusion, we are pleased to have been associated with you inthis important prcject and we wish you success in its management and operation. Since the credit closesare envisioned. However, on June 30, 1985 no further review missionsthe finalization of the Project mPletion Reportwill- probably require more visit later this year,one which we would makeconjunction with other operational inwork. 

With warm regards, 

Yours sincerely, 

Stanley J. Baker
Acting Division (hief
Irrigation I Division

South Asia Projects Department 



SRI LAEA 
IAHAWELI G&NGA DEVELOP.nmT PROJECT II 

CREDIT 701-CE 

.REVIEW MISSION - AIDE MEMOIRE 

LJanuary 
1985)
 

I. rntroduction 

1. 
 A joint 
review mis iou, comprising Messrs. R.Engineering Advisor, ODA, (U.K.), Bell, Agricultural
J. Doorenbos, Advisor to thefor Development Cooperation, H. Dutch Ministryvan Voorthuizen, Senior Agricultural
Economist, IDA, and D. Leeuvrik, Senior Agriculturist, IDA (Mission Leader),

visited Sri Lanka during January 7 
- 14, 1985, to
Mahaweli Canga Development II project. 

review progress of the
Messrs. 
Gil Haycock, Chief Engineer
ing Officer (Mahaveli), USAID, S. Bru-nsma, Second Secretary, Netherlands
 
ticipated 
Embassy, and S. Bakir, Deputy Division Chief (Irrigation I), IDA,
in opening and concluding par
by Mr. K.H.S. meeLings with Mahaweli staff, chaired
Gunatilaka, Director General, MASL.accompanied the mission during a 

Senior MEA and MECA stafffield review. This Aide-Memoire smmarizes

the mission's main findings and recomendations which are
mation by management. subject
The mission would to confirlike to 
thank the many people who

helped them in the review. n Particular, the mission expresses
appreciation to Mr. C. Amarasinghe, 
 its
General Manager, ?{EA,
and for arranging the field visits. 

for his assistance
 

II. General Proect Iplemenation Proress 
2. 
 Construction of infrastructure and settlement
pleted. Approximately 1o0 

are now almost 
com
and ha of on-farm development is still in
a small 
 progress
number of resettlers and encroachers
before June 1985. are expected
The project to be settled
was given
June 30, 
1985 a second one-year extension till
to enable completion of the construction of 
irrigation works,
road@ and buildings and also on-farm development and settlement.
interrupted because of unusually heavy rains and floods during early 1984.
 

This was
Now that 
the major construction phase has been completed, major emphasis

being given to 
the establishement of is
an
operntion and 

adequate and efficientmaintenance system of
 
production, to 

(06M) for sustained, high 
level agricultural
increased participation by the settlers and
development. 
 The H area has already become 
to community

agricultural an importantregion in and productiveSri Lanka, although1984 cropvere somewhat reduced yields and productionfrom previous, high in Hahaheavy rains. levels becauseWith further ref inement of the. prulonged
ment, and greater attention 

of the system .ind on-frm vater manage-jw beingalong the given to socio-economiclines discussed, the developmentprojectobjectives to in expectd to fulfill
a greater extent. all its majorAs indicated by the previoun review mision, 
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agricultural benefits 
are 
likely to exceed the appraisal report projections.
However, further progress in 
the development of the settler community,
including women groups, should be handled with care and
inequities and to 
 sensitivity to 
avoid
ensure that the projected improvement
quality of in incomes and
life is realized by all.
 
III. Infrastructure and 
On-Farm Developmeri
 

3. Only a small amount
remains 
to be completed and the mission was
stantially achieved by June 1985. 
assured that this will be sub-
It is 


of work, mainly roads and building construction,
 

and construction of wells may not 
possible however, that canal 
lining
reach the targets. 
 About 80% of the


planned number of wells have been completed to date.
is virtually complete, but the mission noted with some concern 

Headworks construction
 

still 
large numbers of young trees 
 that there are
on
again recommends that trees which are 
the Kalavewa main bund. 
 The mission
 

from the bund. not yet deep rootod should be removed
 
rebuilt 
in 1984 and has not

serious turbulant flow 

yet been fully calibrated. 


The Parshal FLume of Kalaveva RB has been substantially
 

likely to The mission observed
Modifications 
to smooth flow are 
interfere with accurate flow measurement.
required. 
The lining of main and 
branch
 

channels planned for 1984 was disrupted by excessive rains and,

approximately 40' of 
the work scheduled as a result,
mission believes that additional sections 

for 

of 
1984 remain to be completed. The
 may require lining, as 
branch, "D" and field channels
water management
gauging of is improved.
stru-:ures The installation and
pleted. 


in "D" and field channels has been substantially
Those inspected were of satisfactory quality, and problems 
comtified by the mission in 
 iden1983 had been substantially rectified.
of on-farm Development work of 
land clearing, bunding and 

The balance
 
farm channels construction of
in Block 419 
is nearing completion.
 

IV. Machinery nd Workshops
 
4. 
 Most of the construction equipment has
areas since there uow
is been transferred
need only for a relatively small fleet of 

to other
and 

plant,
tractors with trailers for O&M work, and vehicles for project 

trucks
Workshop facilities 
at Thambettegams staff.
are more than adequate for System If.nd
 
could provide overhaul facilities for plant
The mission from other areasrecommends that the if necessary.
System Itbe carefully reviewed 

machinery requirements for on-goingnow that O&M forthe main construction phase 
is
finished.
 

V. aL-_nt 
5. 
 Settlement 
is now scheduled

only aL.)ut 150 

to be completed by March 31,
settlers to be allotted 1985 with
land, mainly in
time that total ntober of settlers Block 419. By that
in the new4bout 23,600. Th,' mission was 
II4r,-s is oxpected to rAchimpressed t theblock 419 whore the. n-w settlers 

high level of ictivity incleared had planted paddy withinplots h-d born handed over daiys Iftor theto them.were res"ttled The majority of
frrm ntighbouring the settle'rs
 
t are4s.
allocation of homestead The mission underntands thAtplotl


the 2.5 acre 
is runn ing sonwha behind 

the 
crop plt.. Efforts the 41locatiol1 ofihould bo Madit MAy to Awvuld itch dl4ycause, hardship sincofor th" new settlmrs. 
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6. There are indications that 
an undetermined, but possibly substantial,
proportion of the settlers 
are experiencing difficulties in achieving the
projected standards of 
living. 
 This is evidenced by the relatively large

number of credit defauters (para.
of settlement lands. 

13 )-and-also by the reported leasing out
Estimates of 
the extent of
but no leasing of
accurate information is available on this 
land vary widely


out of important subject.
land, forced upon some of Leasing

difficulties, should be closely monitored and the 


the settlers because of financial or other
 causes identified with a
 view of avoiding social imbalances in the project
tribution of benefits among the settlers. 
area and inequitable dis

had recommended a study of 
The previous supervision mission
the socio-economic situeaion of the .settlers.
informed the mission that the National KEA
Institute of Busineus Management is


completing a study to evaluate the impact of the various development programs
in the H areas and that this study will also give 
an insight of tLe current
socio-economic 
status of the settlers.
 
7. 
 Project staff suggested that the emphasis 
on construction activities
in the early years and the relatively late 
involvement of MEA may have negtively affected the well-being of 
part of the settler population. 
 In the
new B and C systems construction and developement activities
synchronised. 
 Project staff are better
are actively exploring the possibilities to

improve the conditions for the settlers in the H area, for example by providing assistance in the procurement of building materials for their houses.
The mission fully agrees that the 
situation should be closely monitored and
 
that appropriate actions should be taken to 
improve the settlers chances to
succeed.
 

VI. 
 Wa.er anaemen 

8. 
 With almost all major engineering works completed, the project
entering a transition phase with main emphasis shifting from 
is
 

operation and maintenance. construction to
Water supply to
be clogely tuned to 
agricultural demands. 
and within the project area must
The variable weather pattern and
occasioual water supply shortages, particularly during Yale, make
ficult t 
operate an 
efficient system in a manner that benefits all farmers
equally. The organised structure for O&H is now 
reasonably vell established
 

it dif

but duties, number and quality of staff, particularly those assigned to 
the
lower end of the system, and the clear detinition of the responsibilities of

several units involved require attention. 
 The Water Management Secretariat
(WMS ) within the Mahaweli Authority has the process of 
preparing seasonal
operating plans, including mnthly deliveries
in hand. to the project reseroirs, well
There remains much scope for the necessary fine tuning of water
supply and water demand on a weekly and preferably daily basis.
i-balances between water delivery to, &ad water off-take by the 


Present
 
now reduced to lystem are
some degree by the available storage capacity in thq tanks.
Prograss 
has also been made on improving the water delivery -iystrn from
headworkS to 
the field by EA's Project Water Hanagi!ment Panel,Monitoring Unit th. Flow 
schedule, and the Data Processing Bureau.aod releases Presentfrom the reservoirs water deliveryweekly to ten-day water demand are based to a certain degreeestimates collected onthe irrigation blocks from the irrigation unLts,and the irrigation sub-syt.mson experience obtained luring respectively, as wellseasons. -isWith theflexible operation, at pr.i.nat supply systemleast a1moreto the ditributionUsing the present channeji, isapproach, possible,problems are likely to occur especially during 

http:sub-syt.ms


-4

periods of water shortage. 
There
water delivery from top to bottom. 
is also a tendency to centrally plan the
However, the mission is pleased to note
 

the extent to which the MEA has been able to 
take action to 
improve water

management and monitoring following the proposals made by consultant Edwin
 
Sullivan in 1984. 
 The mission recommends that continued efforts should be

made to 
improve the prediction of required water delivery.
collecting 
 analysing and processing of data on 

This will requirL

types, weather conditions cropping patterns, soil
and irrigation methods and practices. It will
 
also require feedback of information from the field regarding the surpluses
or deficits in the canal sueply during previous days.

9. 
 To improve upon the efficiency of water use 
in relation to
production the following will also need further attention:
 

crop
 

(a) Water distribution and control below the field turn out; on-farm
water use; 
irrigation methods and practices for crops other than
rice. 
 Field water management should be
total package to an essential part of 
the
intensify and diveraify crop production which
may enquire support of 
adaptive research.
 
(b) Trials and demonstrations in farmer's fields and 
training of
farmer groups;
 
(c) The need for adequate drainage must be 
 periodically reviewed;
 

(d) Timely delivery of water at 
the turn out, particularly during
periods of water shortage; special attention should be given to
the tail-end problems;
 
(e) Transmission of information from the field 
to the Project Management Unit;
 
(f) As part of overall crop improvement
development of water management 

program, testing and further
in 
one or two
some selected
750 acres areas of
through intervention 
prugrammes (see para 28);

(g) Streamlining the organisational 


appointment of 
stritcture of project management;
a single project manager for the entire Ifarea
 vith overall responsibility, including policy matters and of
deputy project manager to asaist a
 

and upgrading of the function of 
in the day to day management;

the DRPM, water monagement;


(h) Communication between the various 
locations of 
the system and the
day to day information exchange between the project and the Water
Management Secretariat at Colombo 
including hooking up the
project computer with f.acilities already present at WMS.
10. 
 Dm-nd jri 
 t oU Pi o !;Chemp.
utilized over 3-4 years but 

Th iz pipe siupply .-n him bt 
there
formance when used 

is yt no concluaivo evidence of
as A truo demand its perto dett'rmine iyotem.its iuit-ibility rt ii not therefor, putstblti"orhowever, provide more general tuae in 3 area.an excnllent rhe unitroure, Co ldnative systems of irrigation, for trial .ond demonstrationdrainage of alterind cu ic ,t iton 0t other fiel d cropq. 
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The system should therefore be recognized and maintained as 
a valuable and
flexible facility.
 

VII. 
 A&riculture
 
11. 
 Crop Production. 
 Details on crop areas 
and production 3ince the last
supervision mission visited the area are as follows:
 

(i) Rice
 

Area 
 Average 
 Production

Cultivated 
 Yield
 

(hbaa)
98ha)
Maba 1983/84 -000 T
 
28,559
Yala 1984 4.44 
 126.8

16,847
tahs 1984/85 3.10 52.128,575 
 N
N.A. 
 N.A.
 

1/ Up to 31/12/84 

(ii) Other Field Crops 
- Yala 1984
 
Chillies 


5,027 
 1.54
Soya Beans 7.7
 
58
Cow Peas 1.0 
 0.06
168 
 0.9 
 0.15
Green Cram
Bombay Onion 83 
 N.A.
37 N.A.
Vegetables NA. 
 N.A.
206 
 N.A. 
 N.A.
Others 

N.A. 
 N.A.

TOTAL 


5,643
 
12. 
 The mission has the following coumen:s:
 

(i) The above figures were given by MEA field staff;
some years in earlier years
some discrepancies 
were 
noted between data given by
KEA and the Department of Censu3 &nd Statistics.
 
(ii) During Maha virtually the entire irrigable area
planted with rice. (i.e. 92) isYields in 1983/84 Maha were
than in the previous year iome.hat lowerbecausethe early of drought conditions duringpart of the season and floods during the end of the 

season.
 

(iii) During 1984 Yala season Abo'it 75Z
planted due 

of the ;rrigable ir.a wasto -ibnormal abundantprevious water ,,;,plii.thre, Yala Dtur ng thei"amons (1)81-1983)irrigable Area was planted. oly 20-30: of' ChoAvilibility of
determining factor for water ii clenrly thethe extentitaff estimate that 
of 7al., CUltI',tioj.. Project60-70: otan th,, aresa can be4verageo cualtivatsidYa1 year. ,uringThe mi!in,=n ii ofuxtf.nt the opinionof Yal cultivat iol that th.Will, to .1 ith degroe, depond on
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project staff and farmers" efforts to 

practices in the area. 

improve water management
 

(iv) Rice is 
still 
the dominant crop during the Yala
of profitable other field crops. 
season for want
 

Chillies is
that has replaced paddy to 
the only field crop
a significant extent, mainly due
the availability of to
an attra:tive market.
 

(v) The use of fertilizer in Mahe paddy is 
increasing (with the
exception of 1982/83) and the quantities used
of recommended quantities. are now about 60%
There was
usage in a sharp drop in 
fertilizer
1982/83 due to unfavourable weather conditions. 
 (see
(ii) above).
 
13. 
 Credit. 

worsen. 

The repayment position for cultivation loans continues
In the Kalaweva sector 
(areas Hl, H2, R7 to
3,900 farmers out of and H9), 
for example, about
 crop loans 
a total of about 10,300 were on 31/12/84 -:,default
issued between 1980 and 1983 Yala season. on
farmers had not 
 An addiLional 1,550
yet repaid their 1983/84 Maha cultivation loans.
of this situation, 
no less As a result
ineligible than 532 of all farmers
to take up in the area were
a cultivation loan for the 1984/85 Maha season and 


seems 
clear that credit issues
Relatively are substantially lower than 
it
 

poor harvests in in earlier years.
Maha, we've cited by project 
1983/84 Maha, and Particularly during 1981/82
staff
Compensation amounts 

as 
reasons for the poor credit situation.
paid by the Agricultural Insurance Board were
cases insufficient in many
to cover 
the outstanding 
loans.
 
14. 
 The mission understands that
rescheduling of 

the Central Bank is 
prepared 
to support
loans of non-wilful defaulters through the provision of
 
refinance facilities at 
concessionat
cultivation loan period. 7 rates beyond 
the standard
Operating instructions 

2 70-day
the Central Bank are to
to the participating banks. 
be issued shortly by
The decision whether or not
 

defaulters would qualify for re-scheduling of
the Participating banks. their loans would 
be made by
The mission believes
ameliorate the situation, provided that 
that such a icheme would help
caution is exercised
whether the defaulter is willing and capable to 


in deciding

extended period. 
At the repay his loan during the
same time, concerted
Bank officers and MEA staff to motivate farmers 

joint efforts should be made by
An experiment of this nature undertaken 
to repay their loans 
on time.
in System C proved to
and should be replicated be successful
in other areas 
iuch as 
System Ii.
 

1n4 
 ndMarketin o Cr Pi nce
15. Inpt Supples. MEA acts as agnt for(i.e. (i) suppliers ofseeds, major farm inputslicensed 

obtained from Department of Agriculture and from farmersto produce such seeds, (ii)Corporation; fertilizer, suppliedarid (iii) by thethe agro-chemicala Fertilizer
Oetrol etm suppliedCorporation2. by private firmswarehouse H-A tr,,nhport the and theto inputs fromtho store' located the supplieri
are sold in the project area,to the tArmors on cash terms 

from where the inputsior ,o credit.and VA is performing The system worksan indispensable well
private tr.aders rolp in the lituat ionhave as yet eetablishrd themselv" A in 

where few areas. 
 It 14 estimatod that the new lettlementMFA handlem70Z of at presentthe fertilizer 1upplies all aned iuppliose ,boutnd 4bout one-half of th. *gro-qhrtmicj 'ased
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in the project 
area. 
 The mission understands that MEA's future role in the

supply of inputs 
is under discussion.
encouragement of the private sector to take 


A valid argument 
can be made for

trade. over a greater share of the input
The mission invites G0SL/MASL to communicate its 
intentions to
financing agencies. the
 

16. 
 Makei. 
 Almost all crop produce sold by the farmers is
private traders. 
 handled by
The Paddy Marketing Board purchased only 1,422 MT rice in

1983/84 Maha and 871 MT in 
1984 Yala, or
production in each 
season. 

less than 2% of the total rice
The relatively small purchase by the PMB have,
 
however, helped maintain floor prices for rice. 
 Information 
on official

purchases of other field crops was not available to the mission and

believed 
to be insignificant. 
 is
An urgent need exists to
profitable field crops, in addition to green chillies which have been selling
 

identify other

well during recent Yala seasons.

Business Investment Center to 

MEA intends to commission a study by the
 
other activities in the project 

investigate Possibilities for agro-business and
area.
recomends that the 
The mission fully supports this and
desirable for MEA to 

study be extended to consider whether it would be
establish crop drying facilities, temporary storage for
perishable 
crops and market facilities in the 
area.
Agricultural xtensionandT,.inn
 

17. 
 A large and comprehensive training program covering a wide
of agriculnira, 
 spectrum

for 

vocational and community development subjects wao
1984. 
The mission was informed that planned

about 60Z of the training programs for 

it had been possible to complete
staff and
able achievement settlers, which 
is a remark-
An equally ambitious program covering a wide range of

topics has been planned for 
1985. 
 The training program is becoming increas
ingly well equipped with audio-visual and other teaching aids, 
but, in the

opinion of the mission could be strengthened considerably, with little addi
tional outlay, by the appointment of additional
that continued and expanded support be 

staff. The mission urges

increasingly includes women. 

given to the tr-ining program which
It is 
also suggested thaL
now reaches a significant number of 
since the program
settler groups,
impact of including women, the
the various types of 
training be carefully monitored.
 

18. 
 Agricultural Extension activities continue with a vigorous progrram
emphasizing timely cultivation, fertilizer application and weed control

paddy. 
 The mission feels in
that greater emphasis should be
of water management and field crops other than rice. 

placed on 
aspects

achieved 
in the project The high crop yields
area after
reflect, 
in a considerable 

a relatively short period of development
measure, the effectiveness of
ing the farmers. extension in reach-
The mission in-pected one
tion/d.-monstrat*,n of
plots in 
a number of verifica

farmers' fields and 
integrated pest management
was in rice laid out
impressed with the approach, quality of work, and 

in
the
 

extent 
of farmer participAtion. Itextended is recomnendedto give grenter -rnphasi, that ,uch 4ctivitif! on crops otherthe propoed than tic". 
be 

integrated Thecrop-livstock result.- ofbe closely followed man gement investigationsand includod should .lsoin the eixtension program as early as possible.
 



Farm Power and Mechanization
 

19. Numbers of tvo-wheeled tractors and draft animals in the project

have inc.-eased and in many of the well-established areafor primary cultivation areas the availableappears powerto be reasonably well matched to demand under
 
the existing water management regime. 
Two-wheeled 
tractors seen 
mission were well maintained and farmers did by the

supply of parts and service. 

not complain of difficulty in
The mission was
of water for cultivation informed that in 1984/85 issueswere staggeredfarmers within turn outshare available groupsfarm power to help
weeks. and that issues were limited to threeHowever, not all farmers completed their cultivation during the

norminal cultivation period, 
nor
to is it anticipated that it will be feasible
stagger final issues of water to match the sequence of initial 
issues.
The quantity of water used for cultivation may therefore be greater than is
 
desirable. 
As water management is refined, further greater economy in the
 
use of water for cultivation is expected and the adequacy of, 
or need for,

substantial increase in 'he number of draft animals may require improvement
 

additional farm power to achieve greater economy will be identified. 
 Any
 

fodder crops. 

of feed supplies either by better use of crop vesidues or by production of
There is particular need for study on feed availability and
 
the use of draft animals in cultivation and weeding of cr-ops other than rice
on the RBE soils.
 
20. 
 To date, draft 
animal

puddling of paddy fields and to 

use has been almost entirely restricted to
use before carts. 
 MEA is encouraging the use
 
of animals for draft and for production, and
efficiency of is conducting studies 
to
use of available feedatuff. improve
likely to lead Commercial pressures alone are
to progressive merging of the
a size better suited to 

smaller basin to form fields of
the use of small tractors.
development should be possible using farm tractors 

Most of such minor
 

or buffalos.
larger plots will also facilitate the use of 
3lightly


equipment for 
land p:eparation
for crops other than paddy. Weed control
laborious task which could be reduced by 
is currently 
an expenjive and
demands much line transplanting.
labour during This, however,


planted at 
a peak period, and only 1-3Z of paddy is line
present. 
 If manually operated line planting -2chines 
can be


introduced, this could facilitate tiaeLy transplanting making possible fur
ther economy of water use and improvLngchemical weed control without. Present indicatios are increased use ofboth Maha that an average family,and Yala growingat the present ice inmeanar croppi.-g intensityincome of only about Rs 40/day. of 1.6, will haveTo provideard of an adequateliving for the settlers, measures to 

and growing standincreasing output and reducing purchased inputs
and trials are required. 

increase net farm income by
 

Investigations
are required to determine the appropriattiess of equipment, which
 
is within financial reach of farmers, for cultivationand other field crops, and harvestirg ofin the social rice 
ares. and physical environmentIt is essential that such trials be conducted 

of the projectfarmers and that the social in collaboration withand financialfurthet imp'lcations,economy in water use .nd opportzliti,.i 1orbe an integral part of
Identified 
And proven an5 Appropriate for 
the work. Equipment

suited tarm useto is slswo likely tolocal tanufacturer And repair, tiing facilitiev compatible with 
be wellthoae required for production of standardimproved componentshousi g for construlcti,,nfor farm families. )tof credit Some technicalto small entrepeneuri may Assistance and prviuonbe necesnary At early stage-. of development.
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21. 
 Eguipment Provided for On-Sale to 
Farmers. 
 All tractors 
and trailers

cultivators 

provided for on-sale to farmers and ploughs have been distributed.
are being progressively modified and sold. 

Tined
farm power which has evolved in H area With the pattern of
 
and should be sold 

the disc harrows are not appropriate
to best advantage.
 
22. 
 Inte rated Cro-Livestock Production.
carried out The Draught Animal P'-gram
under the Sri Lank-/Nethergnda
making good progress Livestock Development Pr)gra
in upgrading the local herd to produce and improved dual 
purpose animal for both draught and milk production.
taking steps 
 The program is also
to develop marketing and processing facilities, and veterinary
 
and extension services. 
Yogurt
is is being produced at 
present but


looking toward expanding the processing facilities 
the program
products as 
production in to include other milk
made to 

the area increases.
implement In addition, plans hAve been
a program of investigation and demonstration 
to fully
 
integrate livestock into the present crop-based farming system. 
The mission
 
was pleased ti note this development and fully endorses the proposed

activities. 
 It 
is urged that the necessary 
resources 
program be provided on 

for this important

a timely basis.
 

VIII. 
 Operation and Maintenance.
 

23. The mission has some concerns
repair about theof irrigation caaals state of maintenance andand structures,
points. In both above and below the turn out
 
a number of places the mission observed damaged
excessive weed grovth 
 structures
in the canals. and
Above the
sible for maintenance and repair of 

turnout 
point MEA is responirrigation infrastructure
repairs damaged structures belaw the turn out 

and MEA also
point.
maintain the field cbannels. The farmers have
KU staff have made to
 a detailed assessment
the condition of all structures of
have been dravu up to and canals above th',
make the necessary repairs. turn-out-points.
ment for construction has been transferred 

Plans
A major part of the equiptaken that sufficient equipment 
to other projects. 
 Care should be
considers the budget 

be kept in System H for O&M.
allocation for O&M far 1985 adequate. 
MEA management


recommends that annual budget requirements shou. 

The mission
 

be prepared vith great 

and with ample provisions for contingencie. care
The mission also
tat, projections should recow endsbe made for O&M budget requireentsing five for the followlarger years, with adequate provisions tar 
periodic major repairs 


structures and for replacement of equipment. 
 for
The long 
term estimates
should be updated each year.
 
24. With regard to 
the maintenance

selves below the turn out 

to be undertaken by 
the farmers themthe settlers. 
 Structures 
points, project staff should continue
are to motivate
often improperly used, resulting in


water. 
The mission also noted that spillage of
field lay-out to some farmers have changed the original
suit 
local 
conditions 
and/or towater supply. increase
MEA ihoull monitor this and 
their !ihnr, of thegive proper advice to 
the farmer5
when needed.
 

25. 
 MInB.-
-Imen e
delivery 1--nt.of some additional machine The workshop At 7Thinbutt rgami,provide tools. When in .awaltingadequate repair these ,re iupplie,facilities i* willrequired, for all theprovided O&M plantthat a sufficient and v.hiclesnumber of skilled mechatli 1 ;s .in I,! 
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retained. 
 ProposAls by the project 
staff to
program at Thambuttegama should 
initiate an apprentice training
benefit 
some 
local youth and 
ensure future
availability of skilled staff.
 

IX. Cost Recovery.
 

26. 
 Recovery of operation and maintenance (O&W) charges
completion of the 1983/84 laha harvest. 
started with the
 

Rs 100 per Charges are collected at
acre (50% of estimated O&M cost), 
the rate of
 

increased to and will be periodically
the estimated full O&M costs of Ra 200 in 1989 (constant 1983

prices). 
 As of November 30, 
1984, about 60% of the assessed amount f'ir that

year had been collected in the Mahaweli project areas
the non-Mahaveli area. as against about 13% 
in
Farmer response to the introduction of O&M charges
has been positive and collection of the remainng 40% is 
continuing.
ij preparing for land sales has been slower; only few permits have been
 

Progress

issued. 
 However, in the three Regional Project Managers' 
areas
89, 85, and 60% rspectively of all permits are 

of System H

ready fur issue. Survey of


individual allotments is about 20% complete and is
by end 1985 expected to
as planned. be completed
The issue of
permits, rants, which follows the issue of
can only be comenced after determination of
allotments. the purcha3e price of
 
paper on 

The Ministry of Lands and Land Development has prepared
the subject which is a draft
 
A decision is 

presently under consideration by the Ministry.
expected in 
the next few months, after which a start will be
made with the initial 
land sales.
 

X, 
 Technical Assistance.
 

27. 
 With the present project coming to 
an end in June 1985 little room
remains for funding of additional technical assistance under the present
project. 
 Support to System H will, however, continue from other sources, for
 
instance the CIDA-supported telecommunication

integration of project and 
the Dutch-assisted
crop and livestock production.
concerted efforts The mission recommends that
should continue to
social viability of 

improve the agricultural,
project H. econo ic and
GOSL may wish to consider inviting external
assistance for training; computer work; the introduction, trial and local
manufacturing of small farm equipment, and storage and processing for crops
other than rice.
 

28. 
 To identify the most needed actions the mission suggests that two
representative 
areas, 

acres 

each served by one distributory channel (about 750
each) should be selected. 
An intensive program to
improve incomes from rice and other crops suited 
assist farmers to
 

available water supply would be carried out 
to the prevailing soils and
in the
ing demonstration and training programs would be 

two selected areas. 
 Ongo
emphasis would be placed intensified. 
 Particular
on the broader aspects of development
socio-economic conditions of all rural groups, including women. 

to improve the
 

29. 
 The proposed program would be 
iiplemented 
in two phases.
Phase I a survey would be carried out During

then be to identify the constraints which could
overcome by interventions using existing knowledge.
approaches aimed at 
 In addition, new
increasing farm production and
farmers giving conditions, would be tested. 

incomes and improving the
thus obtained and the experience 
During Phase II, informationgained subsequently would be applied to 
the
 

whole of System H and would also benefit the planning and 
execution of other
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projects. 
 The Proposed program would be closely integrated in MEA%

work Programs using as 
much as 	 ongoing
Additional 	 possible its Own manpower and 
resources.
funds for the proposed program could be requested from and probably be made available by bilateral 
sources.
 

1I. Disbursement and Status of Donor Fundin
 
30. 	 As of December 31, 1984, a totaL of about US$13.4 million donor fundsremained undisbursed. 
 It is
withdrawn before the credit 

expeced that &bout US$5.8 million will be
closes on June 30, 1985, resulting in savings of
 
combined donor funds of about US$7.6 million, as
given in Annex I. Disbursement of donor funds is 

summarized in the table
 
still below expectationslargely because reimbursement of. expenditures for civil works under 
 mail,
 

contracts$ claimed against 	certified statements of expenditures, has been
 
held up pending the completion of satisfactory audits (see para 32). 
 Presum
ing that problems currently encountered in completing these audits can be
 
resolved, total project 

are estimated at Rs 

costs through the end of the project (June 30, 1985)
1.15 	billion, as 
against Rs 1.1 billion estimated during
 
the December 1983 review, reflecting the completion of project works made
possible by extending the project through June 1985.
 

XII. AuditReports
 

31. 
 The Audit Report for 1983, completed on January 1985 by Ernst and

Whinney was 
given to 

provided 
later. 

the mission without the MASL's coments, which will be
A cursory review of
many of the irregularities noted 
the report by the mission shows 
that
tinued which may be pertly due to 

in the audits for previous years have conthe previous reports. 
the long delays in preparing and releasing
It is 
noted that the audit report concerns the total
 

MDB account (all 	project) rather than just the accounts for the Mahaweli

project. 
 The latter was 
the primary intent of 	 Il
over-riding 	 this audit.
concern 	 Nevertheless 
 of
their inability to 

is the 	statement of opinion by the auditors indicating
carry out satisfactory auditing procedures and to 

all the information and documents required, stating, "In view of the sig

obtain
nificance of 
the matters referred 
to ....as 	 ,to whether the said Balance Sheet gives 
we are unable to form an 
opinion

a fair and
of the Board's affairs as at 	 true view of the state
31st December, 1983."' This is
concern to all donors and to MASL. 
 a matter of
accounting procedures of NDB (now MECA) must be put 


Clearly, the affairs, accounts and
delay. 
Recommendations made by MASL's accounting consultant (Mr. 


in order without 	further

remaratne) should be adopted as 
 Wicksoon as
given the necessary supervision and 

possible aad MECA and MEA accountants
training to put and keep all
order. 

accounts
If necessary, additional accounting supervision and
be provided. 	 in
 

assistance should
The mission requests a follow-up report from MASL no 

end March 1985 stating the changes which have been made and 

later than
 
training programs
underway.
 

32. Of equal 	concern to IDA 
are 
the findings of 
the Quarterly Audit

Reports of the accounts and documents provided by MDB (KECA) in support of
 
disbursement applications for Statements of Expenditure (SOE).
have been unable to find copies of 
 The auditors
some contracts and supporting documents

their sample surveys of disbursement applications for 	 in
reports for more 
recent quarters appear to 

anV quarter, and the
highlight more discrepancies than
 
found in audits of previous 	quarters. 
 One of the major 	irregularities found
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in the audits is that most small scale contracts have been made and signed

after completion of the work. 
The mission was assured that such practices
have ceased and that proper contracting procedures are now being followed.
At 
the time of preparation of this Aide Memoire, MASL was still trying to
 
resolve points raised in the quarterly audits and to find the missing
documentation. 
While it appears several (possibly two or three) quarterly
audits may eventually find that the accounts and documents supporting
quarterly disbursement applications 
are
to be 
returned to aSL and new 

in order, other applicationsapplications may havedocumentation is available. submitted for which adequateThese matters are expected to 
be resolved in the
next fey weeks.
 

lIII. 
 Project CompletionReport 
33. 
 The Plannirg and Monitoring Unit of MASL prepared a draft PCR in June

1984 and the mission wishes to comend the staff of the Unit for the con
siderable amount of work they have undertaken. All major subjects to be
 
covered in a PCR have been covered and the quality of the analysis and
ments made is generally very good.
visit, com

the mission spent less time with staff of the Unit than it would have
 

Because of the short duration of 
its

wished. 
 The mission intends 
to review the draft report and additional
material made available during this visit
intends in greater depth.
to communicate further with the Unit in the months ahead through
 

The mission

correspondence and possibly a follow-up visit in conjunction with other work.

Subjects the mission intends 
to focus 
on in the final PCR, to be prepared by
IDA, include:
 

(i) future organisation and management of the project;
 
(ii) financial and institutional aspects of O&M;
 

(iii) socio-economic conditions of the settlers.
 
The mission understands that a number of studiesbeen undertaken by ARTI and other research 

on the last subject havework is ongoing at institutions while some further

collect 

this time (para 6). Dr. Attanayake has kindly agreed to
copies of all relevant studies and to 
send those to Washington.
 
XLIV. 
 Procurement
of O&HVehicles and 
Euipment 
34. 
 Orders have been placed for all
IDA's no objection telex of November 26, 

vehicles and equipment covered by
1984. 
 Comments made and questions
raised by IDA on number of items were discussed between the mission and MEA
and resolved 
as follows:
 

(i) The high agency commission quoted by Anosha Associates included
customs duties, clearing, handling and 
transport charges.
Excluding these charges the agency commission represent about 112
of CIF cost instead of 332.
to IDA had already voiced no
the purchase of objection
the equipment at 
the prices indicated
November 26 in the
telex.
 

(ii) General Sales Co. 
Ltd. has agreed to
the agency commission, quoted for all 
a pro-rata distribution of
 
equipment offered b7
 this
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supplier, as 
suggested by IDA. 
The agency Comission amounts to
 
22 of the quoted FOB price for the selected items of equiment.
MA may proceed with the purchase of this equipment.


(iii) MEA clarified that the agency commission for the supply of
ice station equipment, 	 servoffered by COBAMIL5% of the quoted FOB price of 
LTD., 	 was equivalent toUS$15,383.86 andsion was not included in that this 	comsthe quoted CIF price of US$ 16,306.96. MNA may proceed with the purchase of this equipment.

(iv) 	MEA explained that the 10-ton chain blocks 
are no longer

required.
 

(v) In accordance with Schedule 3, Section B.I. of the Development
Credit Agreement, MEA intends to purchase the items listed below
in accordance with GOSL's procurement procedures which specify
that quotations vould be solicited from five independent 
suppliers:
 

12 Nos. bench vices
 
5 Nod. theodolites
 

15 Nos. engineering levels
 
15 Nos. levelling staff
 
2 Nos. injector testers
 
1 No. 
 fuel pump test bench
 

tions, MEA 
After the award of contracts and before submission of withdrawal
should send two conformed 	 applicacopies of each contract together with
the analysis of the bids received, 
to IDA.
 

http:16,306.96
http:US$15,383.86
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STATUS OF DONOR FUNDS
 

December 31. 
 1984, Re M-ilion 

Remaining Balance 


Identified Use
 

(a) Pending
 

Applications 


(b) Other 


- Loan
 
Currency 


- US$ Equiv. 


-
 Rupee Equiv. 


- Loan
 
Currency 


- US$ Equiv. 
- Rupee Equiv. 

US$ I 
- Re 26.50
 
- DFL I -
 Re 8.00
 
- C$ I -'Rs 20.00
 
- !" a 29.57
 

1/ IDA confirmation has been receLved only upto November 1984.Grant amount2 was for 4,4.3 million.
413.3M has Total disbursements amounts to tK3.6M.
been disbursed for equipment and the balancc 43M for
reimbursement. 
However local costthese figures have not been confirmed/ Amount allocated for by the ODA.comuonication4/ US$0.20M equipment.approved for payment, -waiting NIO confirmation; US$0.28Mawaiting World Bank approval.

5, Lapsed.
 

- Loan 
Currency 


- US Equiv. 
- Rupee Equiv. 


Estimated Savings 
- Loan 
Currency 

- US Equiv. 

- Rupee Equiv. 


Exchange Rates 
 -

C.IDA UK YSAD NIO IDA 
C$ US$ DFIs US$ 

1.49 

1.19 

.70 2 

0.08 

.77 

.77 

4.08 

1.31 

9.31 

9.31 

1/ 

29.80 20.7 19.25 32.64 232.75 

- 1.49 1.08 

. 
-

. 
- -

.48 4/ 1.08
11.92 27.00 

1.49 3/ - - 1.85 2.47 
1.19 

29.80 - -

.59 
14.80 

2.47 
61.75 

- .70 .77 1/ .74 5.76 

0.80 .77 .24 5.76 

20.7 19.25 5.92 144.00 



ANNEX 3
 

SRI LANKA 

M4AHWELI GANGA DEVELOPMENT PROJECT II
 

Credit 701-CE
 

Estimated and ACLual Disbursements
 
(US$ milli.) 

IFA Fiscal Year 
and Semester 

Appraisal 
Estimates 

Revised 
Estimates Actuals 

Actuals/Revised Estimates 

as of 
Appraisal Estimates 

1978 
First 1/ 
Second 1.6 

1979
 
First 
 4.0 
 _
Second 
 6.4 
 0.13 
 2.0
 

1980
First 
 9.5 
 0.22
Second 2.3
12.6 
 1.58 
 12.5
 

1981
First 
 15.0 
 2.14
Second 14.3
16.6 
 4.86 
 29.3
 

1982

First 
 18.2 


4.99
Second 27.4
19.0 
 6.04 
 31.8
 

1983
First 
 (19.0)

Second 2/ (19.0) 

7.22 38.0
 
8.23 
 43.3
 

1984
First 
 (19.0)

Second 3/ 9.29 48.9
(19.0) 
 ?.46 
 49.8
 

1985
First 
 (19.0) 
 9.69
Second 51.0
(19.0) 
 13.24 
 69.0
 

1/ The credit became effective on December 29, 
1977.
2/ The original closing date was June 30, 1983.
3/ The revised closing date is June 30, 
1985
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 PROJECI 
 DIV: 18610
 

IRI IMAH lilv: 18310
 

RHEr
 

i/4/8. Collection of water chargeshas bees.
Introduced at 
the rate ofIncreased NO lOO/acre (51
to reach the 
of
 

level of full 
O&H coats
 

cotlamtod OLM costs) and will be periodically
 

7y1989. As of January 14P S.about 68 ? of the
 
8aa*ssed 
amournt 
for 
the flirat 
year'salaeisemalt
h,.I bees, collected. 
 IDA Is being regl-in-ly 
-
't,IaI htJa 
 aLAtcm ,.t c( collectInna.

I/14 85. The 19A3 repo cor plet d 1/2/4 h g
tbeen received without ftASL
Le provided later. 
 cuments, Which Will
Some of 
the seni-annual 

audito


CI expenditures under l6all-acale
which relmbursement contracts 
for
i clamled against 
 catcemento
of expenJiture 
have beei,received but
revised by the are belius
auditors un the basis of more con

http:tIIAI.LI


ANNEX 1The World Bank 
INTERNATONAL BANK F01R RECONSTRUCTIN 18 18 HStreel. N WoNO OEVELOPWNT (202) 477. t234NTERNA Wasngton. 0 CONAL DEVELOPWNT .0433ASSOCz. rTKN Cab4. Aaaress INTBAFRAO

US A Cad Adass IN(DEVAS 

March 7 1985 

Mr. K.B.S. Gunatilaka 
Director General

Mahawelj Authority 
 of Sri Lanka 
Colombo 
Sri Lanka 

Dear Mr. Gunatilaka: 

We 
 thank you and the staff of MEA and'MECA for the courtesies,
cooperation and assistance extendedthe implementation progress 
to the January 1985 mission reviewing 

(Cr. No. 701-). 
of the Mahaeli Ganga Development II projectThe mission has reported its findings andviews and rec.amm"tions presented we endorse 

Based on in the Aide .-- left by 
the

_irepast experience, the mission.we necessary follow-up actions 
know that the concerned staff will be taking theto solve the issues raisedand to further improve in the Aide-Memoirethe implementation of the project.
 

The project is
Aide-Memoire, now nearing cQmpletion and, as stated in thethe H area has already becameagricultural an inportant and productiveregion in Sri Lanka. However,infrastructure now that the necessaryis essentially in place, a great dealtion will need to be given of concentrated attento the further developmentto ensure that the improvement of settler commzunities 
tained and be 

in incomes and living standards will be susshared equitably by all.str'ction" phase The project is moving fram the *conassociated changes. 
into the "operation and maintenance" phase with all theWe are pleased to notealready been initiated or 

same of the actions that have 
and particularly 

are contemplated in anticipation ofwe voice support these changes,our

support program in two representative 

for the proposed intensive operational
areas,channel. Using each served by a distributarya broad socio-econamic approach, this program would systematically identify production and other constraints,
knowledge to overccme apply existingsuch constraints,experience gained would 
and also test new approaches. Theeventually be extendedduring a follow-up phase. Such 

to the whole of the H areaa progre would betimely extremely useful andat this stage and we believe that it would be very suitable forbilateral financial and technical support. 
One serious concern whichinability to provide IMA renains is the project's continuedwith satisfactoryful if audit reports. We wouldyou could live tnis be grate

resolved, issue your personal attention because,IDA will be unlessnot able to reimburse a sizableincurred under amount of expendituresamall-scale works ontraLts. 

f f4 Olt,A '40413 MIP 44 
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In cunclusion, we are pleasedthis important project and we 
to have been associated with you inwish you success in its management and operation. Since the credit closes on June 30, 1985 no further review missionsare envisioned. However, the finalization of the Project Cczpletion Reportwill probably require one more visit later ttis year, which we would make inconjunction with other operational work. 

With warm regards, 

Yours sincerely, 

Stanley J. Baker 
Acting Division Chief 
Irrigation I Division
 

South Asia Projects Department 



2 ANNEX 

IRI LANKA 

MAHAWELI CANGA DEVELOPMENT PROJECT II 

CREDIT 701-cE 

REVIEW MISSION
- AIDE MEMOIRE
 

iJanuary 
1985)
 

I. Introduction
 

1. 

Engineering Advisor, ODA, (U.K.), J. Doorenbos, Advisor to 


A joint review mission, comprising Messrs. R. Bell, Agricultural
 
the Dutch Ministry


for Development Cooperation, H. van Voorthuizen, Senior Agricultural
Economist, IDA, and D. Leeuvrik,
visited 	 Senior Agriculturist,Sri Lanka 	 IDA (Mission Leader),during JanuaryMahaveli 	 7 - 14,Ganga Development II project. 

1985, to review progress of theMessrs. Gil Haycock, Chief Engineering Officer (Mahaveli), USAID, S. Bruinama, Second Secretary, Netherlands
Embassy, and S. Baker, Deputy Division Chief
ticipated (Irrigation I), IDA, parin opening and concluding meetings with Mahaveli staff, chaired

by Mr. K.H.S. Gunatilaka, Director General, MASL.
accompanied the 	 Senior MEA and MECA staffmission during a field review. This Aide-Memoire summarizesthe mission's main findings and recomendations 	which aremation by management. 	 subject
The mission would like 	

to confir
to 
thank the many people who


helped them in the review. In particular, the mission expresses its

appreciation to Mr. C. Amarasinghe, General Manager, MEA, for his assistance
and for arranging the field visits.
 

II. General 
Proer 
 im lementation
Pro ress
 
2. Construction of 
infrastructure and settlement
pleted. Approximately 100 ha 

are now almost 
com
and a small number of 

of on-farm development is still in progress
resettlers and encroachers
before June 1985. 	 are expected
The project 	 to be settled
was given
June 30, 1985 to enaLle completion 
a second one-year extension tillof the construction of irrigation works,

road@ and buildings and also on-farm development
interrupted because of unusually heavy rains and floods during early 1984.
 

and settlement. 
 This was
Now that the major construction phasebeing given 	 has been completed,to the establishement of 
major emphasis is


operation and maintenance 
an adequate and efficient system of
(O&M) for st'stained,production, 	 highto increased 	 level agriculturalparticipationdevelopment. 	 by the settlersThe H area has already become 

and to commu nity

agricultural region an important and productive
in Sri 


were somewhat reduced 
Lanka, although crop yields and productionfrom previous high 	 in Mahaheavy rains. 	 levels because ofWith further refinement 	 the prolonged

ment, ind 	 of the systemgreater attention now 	
and on-farm water managealong 	 being given tothe lines discussed, the project 

socio-economic development
objectives to is expected to fulfilla greater extent. As indicated by the previoun 	

all its major 
review mission, 

1984 
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agricultural benefits 
are 
likely to exceed 
the appraisal report projections.
However, further progress in the development of the settler community,
including women groups, should 

inequities and to 

be handled with care and sensitivity to
ensure avoid
that the projected improvement in 
incomes and
quality of 
life is realized by all.
 

III. 
 Infrastructure and On-Farm Development
 

3. 
remains to be completed and the mission was
stantially achieved by June 1985. 

assured that this will be sub-
It is possible however, that canal 


Only a small amount of work, mainly roads and building construction,
 

and construction of wells may not reach the targets. 

lining
 

About 80Z of the
planned number of wells have been completed to date. 
Headworksis virtually complete, but the mission unted with some 
construction 

concern that there are
 still large numbers of young trees on the Kalawevaagain recomends that trees which are not 
main bund. 
 The mission
 

from the bund. yet deep rooted should be removed
The Parshal Flume of Kalavewa RBrebuilt in 1984 and has not yet 
has been substantially


been fully calibrated.
serious turbulant flow likely to 
The mission observed
 

Modifications to smooth flow 
interfere with accurate flow measurement. are required.
channels planned for 1984 was 

The lining of main and branch
 
approximately disrupted by excessive rains and,40: of as a result,the work scheduled for 1984 remain tomission believes that additional be completed. Thesections of branch, "D" and field channelsmay require lining 
as 
water management 
is improved.

gauging of 

The installation and
structures

pleted. in "D"Those inspected uere of 


and field channels has been substantially
satisfactory quality, and problems iden
comtified by the mission in 
1983 had been substantially rectified.
of on-farm Development work of The balance
land clearing, bunding and construction of
farm channels 
in 
Block 419 is nearing completion.
 

!V. Machinery and Workshops
 

4. 
 Most of the construction equipment has
areas since there is need 
now been transferred to other
only for a relatively small
and tractors with trailers for 

fleet of plant, trucksO&M work, and vehicles for project staff.Workshop facilities at Thambettegama 
are more 
than adequate for System Itand
could provide overhaul facilities for plant
The from other areasmission recommends if necessary.that the machinery requirementsSystem H be carefully for on-goingreviewed now O&M forthat the main construction phase isfinished.
 

V. Sottl,-ment 

5. Settlement is now 
scheduled 
to be completed by March 31,
only about 
150 settlers 1985 with
to be allotted land, mainly in Block 419.
time that total number of By thatsettlers 
in the new Ifabout 23,600. The areas is expectedmission to reachwas impressed
block 419 where 

by the high level oi activitythe innew settlers
cleared plots 

had planted paddy withinhad been handed over days aifter theto them.were resettled The majority of thefrom neighbouring settlers areas.
allocation The mission understands thatof homestead the 
the 2.5 

plots is running s(mewhat behindacre the allocationcrop plots. Efforts ofshould be made
it may cause 

to avoid such delays sincehardship for the new 
settlers.
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6. There are indications that 
an undetermined, but possibly substantial,
proportion of 
the settlers are experiencing difficulties in achieving the
projected standards of 
living. 
 This is evidenced by the relatively large

number of credit defa-ters (para. 13)
of settlement lands. 

and also by the reported leasing out
Estimates of
but no the extent of leasing of
accurate information is available on this 
land vary widely


out of important subject.
land, forced upon some of Leasing

difficulties, should be closely monitored and the causes 


the settlers because of financial 
or other
 
view of avoiding social identified with a
imbalances in the project
tribution of benefits among the settlers. 

area and inequitable dis
had The previous supervision mission
recommended a study of the socio-economic situation of
informed the mission that the National the settlers. 
 KEA
completing 
 Institute of Business Management is
a study to evaluate the impact of the various development programs
in the H areas 
and that this study will also give an 
insight of 
the
socio-economic current
status of 
the settlers.
 
7. 
 Project staff suggested that the emphasis on 
construction activities
in the early years and the relatively late involvement uvL 
 '4EA may have negatively affec:ed the well-being of part of the settler POn'.Lation.
new In the
B and C systems construction and developement activities
synchronised. 
 Project staff are better
 
improve the 

are actively exploring tie possibilities to
conditions for the settlers 
in the H area, for example by providing assistance in the procurement of building materials for their houses.
The m.ssion fully agrees that the situation should be closely mon'tored and
 
that appropriate actions 
should be taken to 
improve the settlers chances 
to
succeed.
 

VI. 
 WaterManeMent
 

8. 
 With almost all major engineering works completed, the project is
entering a transitiou phase with main emphasis shifting from construction to

operation and maintenenri. 
Water supply to
be closely tuned to 
.gricultural demands. 

and within the project area must
The variable weather pattern and
occasional water supply shortages, Particularly during Yala, make it dif
ficult to operate an efficict t73ceu in
equally. a manner that benefits all farmers
The organised structure for O&N is now 
reasonably well
but duties, number and quality of established
 
lower end of 

staff, particularly those assigned
the 
 to the
system, and the clear definition of the responsibilities of
several units involved require attention. 
The Water Management Secretariat
(WHS) within the Mahaveli Authority has the process of
operating plans, preparing seasonal
including monthly deliveries to
in hand. the project reservoirs, well
There remains much scope for the necessary fine tuning of water
supply and water demand on a weekly and preferably daily basis.
imbalances between water delivery to, 
 Present
 
now reduced to 

and water off-take by the system are
some degree by the available storage capacity
Progress has also been made on 
 in the tanks.
improving
hendworks the water delivery system fromto the field by HEA's ProjectMonitoring Unit Water Manageent Panel,and the the FlowData 'rocessingschedules Bureau. Present watrand releases from the del iveryreservoirsweekly to Are based tO .1 cercain degree onten-day water demand estimates collected from the 
irrigationthe irrigation blocks and the irrigation sub-iyti units, 
on experience obtained during mi respectively. 
.a well ,1s
flexible operation, at 

With the present iupply systtm 
seasons. 


least to a more
the distribution channeli,
Using the 
present approach, problems i. possible.

are likely 
to occur ,'1P,ially (luring
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periods of water'shortage. 

water delivery from top 

There is also a tendency to centrally plan the
to bottom. 
 However, the mission is pleased
the extent to which the MEA has been able to 
 to note
take action to 
improve wattr
 
management and monitoring following the proposals made by consultant Edwin
 
Sullivan 
in 1984. 
 The mission recommends that
made to continued efforts should be


improve the prediction of required water delivery.
collecting, analysing and processing of data on 

This will require


cropping patterns, soil

types, weather conditons, and irrigation methods and practices. 
 It will
 
also require feedback of information from the field regarding the surpluses
or deficits 
in the canal supply during previous days.

9. 
 To improve upon the efficiency of water use
production the following will also need further attention:
 

in relation to crop
 

(a) Water distribution and control below the field turn out; 
on-farm
water use; irrigation methods and practices for crops other than
rice. 
 Field water management should be
total package to an essential part of 
the
intensify and diversify crop production which
may enquire support of adaptive research.
 
(b) Trials and demonstrations 
in farmer's fields and training of
farmer groups;
 
(c) The need for adequate drainage must be 
 periodically reviewed;
 

(d) Timely delivery of water at the turn out, 
particularly during
periods of water shortage; 
special attention should be given to
the tail-end problems;
 
(e) Transmission of information from the field to 
the Project Management Unit;
 
(f) As 
 irt of ovesall crop improvement
developmert cf water management 

program, testing and further
 one or two
in selected areas of
some 750 acres 
through intervention 
programmes 
(see para 28);
(g) Streamlining the organisational 

ppointment of 

structure of project management;
a single project manager for the entire 11with overall responsibiliry, including policy matters and of a
deputy project manager to assist 
in the day to day management;
and upgrading of the function of the DRPM, water management;
 

area
 

(h) Comimunication between the various locationa of the system and the

day 
to day information exchange between rhe project and
Management Secretariat at the Water
Colombo including hooking up the
project computer with facilities already present at 
WMS.
10. 
 Demand 
 IrIg. .....Putilized over 3-4 years but 

itS che,. This pipe supply systemthere is yet has beenformance when used as 
no conclusive evidence of 
its perto determine its 

a true demand system.

suitability for more general 

It is not therefore posible
however, provide 
in excellent use in IIarea. 
 The unit could
native 
systems of 
resource for trial and demonstration of alterirrigation, drainage and cultivation of other field cropm.
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The system should 
therefore be 
recognized and maintained as 
a valuable and
flexible facility.
 

VII. 
 ARuu
 
1I. 
 Crop Production 
 Details 
on 
crop areas and production since the last
supervision mission visited the area are as 
follows:
 

U) Rice
 

Area Average 
 Production
 
Cultivated
(ha) Yield(MT/ha) 
 0OO0MTr a 
 ikab L198a3/84oo
Maha 1983/84 

28,559
Yala 1984 4.44 
 126.8

16,847
Maha 1984/85 3.10 52.1

28,575 / N.A. N.A.
 

1/ Up to 31/12/84 

(ii) 
Other FieldCrops- Yala 1984 

Chillies 

5,027 
 1.54
Soya Beans 7.7

58
Cow Peas 1.0 0.06
168
Green Gram 0.9 0.15
 

Bombay Onion 
83 N.A. N.A.

37Vegetables N.A. N.A.206
Others N.A. N.A.
 

N.A. 
 N.A.
 
TOTAL 


5,643
 
12. 
 The mission has the following comments:
 

(i) The above figures were given by MEA field sraff;
some years in earlier years
some discrepancies 
were 
noted between data given by
MEA and the Department of Census and Statistics.
 
(ii) During Maha virtually the entire irrigable area (i.e.
planted with rice. 92:) i.
Yields in 1983/84 Maha were 
somewhat 
lower
than in the previous year because of drought conditions during
the early part 
of the season 
and floods during the end of 
the
 season.
 

(iii) During 
1984 Yala 
season 
about 75: of 
the irrigable 
area wAs
planted due to abnorMal abundant Waterprevious three Yala 
iupplies. During the.34,.anonS (1981-1983)irrigable only 20-30: of
area thewan planted. Availabilitydetermining factor for the extent of 

of water iJ clearly the
staff estimate that 

Yale cultivation. Project60-70. 
an average Yala year. 

of the .reit can be Ctltiv4ted duringThe mission 
is of the opinion that
extent of YalA cultivation will. thit
 
to 
,1high degree, depend on
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project staff and farmers- efforts to 
improve water management
practices in the area.
 
(iv)Rice is still the dominant crop during the Yala 
season for want
of profitable other field crops. 
 Chillies is the only field crop
that has replaced paddy to a significant extent, mainly due to
the availability of an attractive market.
 
(v) The use of fertilizer in Maha paddy is increasing (with the
exception of 1982/83) and the quantities used
of recoended quantitie. are now about 60Z
There was a sharp drop in fertilizer
usage in 1982/83 due to unfavourable weather conditions. (see
(ii) above).
 

13. 
 Credi. 

worsen. 

The repayment position for cultivation loans continues to
In the Kalaweva sector (areas HI, H2, H7 and H9),
3,900 farmers out of for example, about
a total of about 10,300 were on 31/12/84 in default
crop loans issued between 1980 and 1983 Yala season. on

An additional 1,550
farmers had not yet repaid their 1983/84 Maha cultivation loans.
of this situation, no less than 53Z of all farmers in the area were
 

As a result
 
ineligible to 
take up a cultivation loan for the 1984/85 Maha season
seems 
clear that credit issues are and it
substantially lower than in earlier years.
 
Relatively poor harvests in 1983/84 Maha, and Particularly during 1981/82

Compensation amounts paid by the Agricultural Insurance Board were in many
cases insufficient to cover the outstandin3 loans.
 

Maha, we've cited by project staff as reasons for the poor credit situation.
 

14. 
 The mission understands that the Central Bank is prepared to
rescheduling of loans of non-vilful defaulters through the provision of
 

support

refinance facilities at 
concessionary
cultivation loan period. 

rates beyond the standard 
2 7O-day
Operating instructions
the Central Bank to are to be issued shortly by
the participating banks. 
 The decision whether or 

defaulters would qualify for re-scheduling of not
the participating banks. their loans would be made by
The mission believes that such
ameliorate the situation, provided that caution is exercised in deciding
whether the defaulter is willing and capable to repay his
extended period. 


a scheme would help
 

At loan during the
the same
Bank officers and HEA staff 
time, concerted 'int efforts should
to motivate farmers be made by
to repay their loans
An experiment of this nature undertaken in System C proved 

on time.
 
and should be replicated in other 

to be successful
 
areas such 
as System H.
 

InuSuplies and arketin 
of Crop Produce
 
15. Input Su 
 lies. 
 MEA acts as

(i.e. agent for suppliers of major farm inputs
(i) seeds, obtained from Department of Agriculture and from farmers
licensed to produce such seeds; (ii) fertilizer, supplied by the Fertilizer

Corporation; and (iii) 
the agro-chemicals supplied by private firms and the

Petroleum Corporation. 
MEA transports the
warehouse to the stores located in 

inputs from the suppliers

the project area,
are sold to 
the farmers on cash 

from where the inputs
terms or on credit.
and MEA is performing an The system works well
indispensable role in
private traders have the situation where few
as 
yet established themselves in
ireas. 
 It is estimated that MEA handles at 
the new settlement
 

present all 
seed supplies; 
about
 
70Z of the fertilizer supplies and about one-half of the agro-;hemicals used
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in the project area. The mission understandssupply of that HEA-s futureinputs is under discussion. role in the 
encouragement of the private sector to take over a greater share of 


A valid argument can 
be made for

trade. 


the input

The mission invites GOSL/MASL to comrnicate its intentions to
financing agencies. the
 

16. 
 Marketin. 
 Almost all crop produce sold by the farmers
private traders. 
 is handled by
The Paddy Marketing Board purchased only 1,422 MT rice in

1983/84 Maha and 871 MT in 1984 Yala, or less than 2% of the
production in each season. 
 total rice
The relatively small purchase by the PMB have,

however, helped maintain floor prices for rice. 
 Information
purchases of other field crops was not available to the mission and is
 
believed to be iusignificant. 


on official
 

An urgent need exists to
profitable field crops, in addition to green chillies which have been selling
 

identify other

well during recent Yala seasons.
Business Investment Center to 

MEA intends to commission a study by the
investigate poscibilities for agro-business and
 
other activities in the project area.
recomends that the study be extended to 

The mission fu'lly supports this and
consider whether it would be
 
desirable for MIEA to establish crop drying f'cilities, temporary storage for

perishable 
crops and market facilities in the 
area.
 

Agricultural Extension and Trainin
 
17. 
 A large and comprehensive training program covering
of agricultural 
vocational and community a wide spectrum
for 1984. developmentThe mission was subjects wasinformed that plannedit had been possible 
to complete
 
about 60Z of the training programs for staff and settlers,able achievement. 
 which is a remark-An equally ambitious program covering a wide range of
 
topics has been planned for 1985. 
 The training program is becoming increas
ingly well equipped with audio-visual and other teaching aids, but, 
in the

opinion of the mijsion could be strengthened considerably, with little addi
tional outlay, by the appointment of additional staff.
that continued and expanded support be given to 

The mission urges

increasingly includes women. the training program which
 
now reaches It is also suggested that since the program
a significant number of settler groups, including women, the

impact of 
the various types of training be carefully monitored.
 
18. 
 Agricultural Extcaion activities continue with a vigorous progrram
emphasizing timely cultivation, fertilizer application and weed control

paddy. 


in
 
The mission feels that greater emphasis should be placed on aspects
 

of water management and field crops other than rice. 
 The high crop yields

reflect, 

achieved in the project area after a relatively short period of development
in a considerable 

ing the farmers. 

measure, the iffectiveness of extension in reachtLion/demonstration
The mission inspected one of 
a number of verifica

farmers' 
piots in integrated pest management in rice laid out
fields and was impressed with the approach, quality 

inextent of farmer participation. of work,It and theextended to 
is recommended that such activitiesgive greater emphasis on becrops other than rice.
the proposed integrated crop-livestock The results of
be closely followed management investigations should alsoand included in the extension program as early as possible.
 

t 
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Farm Power and MIchanization
 

19. 
 Numbers of two-wheeled tractors and draft animals in the project area
 have increased and in many of the well-established 
areas
for primary cultivation appears 	 the available power
to be reasonably well matched
the existing water management regime. to demand under
Two-wheeled tractors 
seen by the

mission were well maintained and farmers did not complain of difficulty in

supply of parts and service. 
 The mission was 
informed that in
of water for cultivation 	 1984/85 issues
were staggered within turn out groups to
farmers share available farm power and that issues were 

help

weeks. However, not limited to three
all farmers completed their cultivation during the
norminal cultivation period, nor is 
it anticipated that it will be feasible
to 
stagger final issues of water to match the sequence of initial issues.
The quantity of water used for cultivation
desirable. 	 may therefore be greater than is
As water management is refined, further greater economy in

use of water for cultivation is the
expected and the adequacy of,
additional farm power t: achieve greater economy will be 


or ned for,
 
identified.
substantial increase in the number of draft animals may require improvement
 

Any

of feed supplies either by better use of crop residues
fodder crops. There is or by production of
 
the use 


particular need for study on feed availability and
of draft animals in cultivation and weeding of crops other than rice
on the REE soils.
 

To
20. date, draft animal 

puddling of paddy fields and 

use has been almost entirely restricted
to use before carts. 
to
 

of animals MEA is encouraging the use
for draft and for production, and
efficiency of 	 is conducting studies 
to improve
use of available feedstuff.
likely to 	 Comercial pressures alone
lead to progressive merging of 	 are
the smaller basin to form fields of

a size better suited to 
the use of
development should be 

small tractors. 	 Most of such minor
possible using farm tractors 
or buffalos.
larger plots will also facilitate the use of 
Slightly


for crops other than paddy. 
equipment for land preparation
Weed control 
is currently an expensive and
laborious task which could be reduced by line transplanting.
demands much labour during 
a peak period, and only 1-3% 

This, however,

planted at 
present. 	 of paddy is line
If manually operated line planting machines 
can be

introduced, this could facilitate timely transplanting making possible fur
ther economy of water use and 
improving weed control without
chemicals. 
 Present indications are 	 increased use of
that an 
average family, growing rice 
in

both Maha and Yala at the present mean cropping intensity of 1.6,
an 
income of only about Rs 40/day. will have
To provide an adequate and growing standard of living for the settlers, 
measures 
to increase net farm income by

increasing output and reducing purchased inputs 
are required. 
 Investigations
and trials are required to determine the appropriateness of equipment, which

is within financial reach of farmers, for cultivation and harvesting of
and other field crops, rice
 
area. It is essential 

in the social and physical environment of the project
that such trials be conducted in collaboration with

farmers and that the social and financial implications, and opportunities for

further economy in water 
use be an integral part of
identified and proven 	 the work. 
 Equipment
as appropriate for farm
suited 	 use is
to 	 also likely
local manufacturer and repair, using facilities compatible with
 

to be well
 
those required for production of standard components for construction of

improved housing for farm families. 
 Some technical
of credit to small entrepeneurs may be necessary at 	

assistance and provision

early stages of development. 
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21. 
 E ui ment Provided for On-Sale to Farmers. 
All tractors and trailers
provided for on-sale to farmers and ploughs have been distributed.
cultivators are being progressively modified and sold. 
Tined
 

farm paver which has evolved With the pattern of
 
and should be sold 

in H area the disc harrows are not appropriate
to best advantage.
 
22. 
 Inte rated CroD-Livestock Production. 
The Draught Animal Program
carried out under the Sri Lanka/Netherlands Livestock Development Program is

making good progress in upgrading the local herd 
to produce and improved dual

purpose animal for both draught and milk production. The program is also
taking steps to develop marketing and processing facilities, and veterinary
and extension services. 
Yogurt is being produced at present but the program
 
is looking toward expanding the processing facilities to include other milk
products 
as production in the area 
increases.
made to implement a program of 

In addition, plans have been
investigation and demonstration to fully
integrate livestock into the present crop-based farming system.
was pleased 
 The mission
to note this development and fully endorses the proposed
activities. 
 It 
is urged that the necessary 
resources 
program be provided on a timely basis.	 
for this important
 

VIII. 
 p.ri:on and Maintenance.
 

23. 
 The mission has 
some concerns
repair of 	 about the state of maintenance and
irrigation canals and structures, both above and below the turn out

points. 
 In 
a number of places the mission observed damaged structures and
excessive weed growth in the canals.
sible for maintenance and repair of 

Above the turnout point MEA is responirrigation infrastructure and KEA also

repairs damaged structures below the turn out point.
maintain the field channels. The farmers have to
?MA staff have made a detailed assessment of

the condition of all structures and canals above the turn-out-points.
have been drawn up to make the necessary repairs. 	 Plans
 
ment for construction has been transferred to other projects.
taken that sufficient equipment be kept 

Care should be
 

A major part of the equip

in System H for O&M.
considers the budget allocation for O&M for 1985 adequate. 
MEA management
 

The mission
recommends that annual budget requirements should be prepared with great 
care
and with ample provisions for contingencies. 
 The mission also recommends
that, projections should be made for O&M budget requirements for the following five years, with adequate provisions for periodic major repairs for
larger structures and for replacement of equipment. 
The long 
term estimates
should be updated each year.
 
24. 	 With regard to the maintenance to be undertaken by the farmers 
themselves below the turn out points, project
the settlers. 	 staff should continue to motivate
Structures are often improperly used, resulting in spillage of

water. 
The mission also noted that
field lay-out to 

some farmers have changed the original
suit local conditions and/or to
water supply. 	 increase their share of
KEA should monitor this and give proper advice to 
the
 

the farners
when needed.
 

25. Maintenance and Equipment.

delivery of 

The workshop at Thambuttegama is awaiting
some additional machine tools. 
 When these are supplied
provide adequate repair facilities for all the O&M plant and vehicles
it will
 

required, provided that a sufficient number of 
skilled mechanics can be
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retained. 
 ProposAls by the project staff to
program at Thambuttegama should benefit some 
initiate an apprentice training
 

availability of skilled stdff. 
local youth and ensure future
 

IX. Cost Recovery.
 

26. 
 Recovery of operation and maintenance (O&M) charges started with the

completion of the 1983/84 Maha harvest.
Ra Charges are collected at
100 per acre (50Z of estimated O&M cost), 

the rate ofand will be Periodically
increased to the estimated full 0&M costs of Rs 200 in 1989 (constantprices). 
 1983 
year had 

As of November 30, 1984, about 60% of the assessedbeen collected amount for that
.nthe Mahaweli project areasthe non-Mahaweli area. as against aboutFarmer response to 13% in
the introduction of 
O&M charges
has been positive and collection of the remainng 40Z is continuing.
in preparing for land sales has been slower; only few permits have been
 
Progress


issued. 
 However, in the three Regional Project Managers' areas
89, 85, and 602 rspectively of all permits are 
of System H


ready for issue. Survey of
individual allotments is about 202 complete and is expected to be completed
by end 1985 as planned. 
The issue of Grants, which follows the 
issue of

permits, can only be cOmenced after determination of the purchase price of
allotments. 

paper on 

The Ministry of Lands and Land Development has prepared 
a draft
the subject which is presently under consideration by the Ministry.
A decision is expected 
in the next few months, after which a start will be
made with the initial 
land sales.
 

X, 
 Technical Assistance.
 
27. 
 With the present project coming to 
an 
end in June 1985 little room
remains for funding of additional technical assistance under the present
project. 
 Support to System H will, however,instance the CIDA-supported continue from other sources, fortelecommunicationintegration of crop and livestock production. 

project and the Dutch-assisted 
concerted efforts The mission recommends thatshould continuesocial viability of project H. 

to improve the agricultural, econo1GOSL may wish ic and
assistance for training; computer work; the 

to consider inviting external 
manufacturing introduction, trialof small farm and localequipment, and storage and processing for crops
other than rice.
 
28. 
 To identify the most needed actions the mission suggests that
representative areas, two
each servedacres each) should be 

by one distributory channel (about 750
selected. 
 An intensive program to assist farmers
improve incomes from rice and other crops suited 
 to

availgble water supply would be carried out 

to the prevailing soils and
 
ing demonstration and training programs would 

in 
be 
the two selected areas. 
 Ongo

emphasis intensified. Particular
would be placed on the broader aspects of development to improvo
socio-economic conditions of all rural groups, 

the
 

including women.
 
29. 
 The proposed program would be implemented 
in two phases. During
Phase I a survey would be carried out to identify the constraints which could
then be overcome by interventions using existing knowledge.
approaches aimed at increasing In addition, newfarm production and
farmers incomes andgiving conditions, improving thewould be tested. During Phase II, informationthus obtained and the experience gained iubsequently would be applied to 

whole of 
System H and would also benefit the the
planning and execution of other
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projects. 
The proposed program would be closely integrated in
work programs using as 	 MEA's ongoing
much as possible its
Additional funds for the proposed program could be requested from and prob

ovn manpower and resources.
 
ably be made available by bilateral sources.
 

XI. Disbursement and St= us of Donur Funding
 
30. 	 As of December 31, 
1984, a total of about US$13.4 million donor funds
remained undisbursed. 
 It is expeced 
that about US$5.8 million will be

vithdravm before the credit close@ on June 30, 1985, resulting in savings of

combined donor funds of about US7.6 million
given in Annex 1. as summarized
Disbursement in the tableof donor funds is still below expectations,largely because reimbursement of expenditures for civil works under small
contracts, claimed against 	certified statements of expenditures, has been
held up pending the completion of satisfactory audits (see para 32). 
 Presuming that problems currently encountered in completing these audits
resolved, total project costs through the end of 


can be
 are estimated at ks 1.15 billion, as 	
the project (June 30, 1985)
against Rs 1.1the December 1983 	 billion estimated during
review, reflecting the completion of project works made
possible by extending the project through June 1985.
 

XII. Audit Reports
 

31. The Audit Report for 1983, completedhinney 	 on January 1985was given to the 	 by Ernst andmission without the
provided later. 	 AS3L's comenta,A cursory review of 	 which will be 
many of the 
irregularities noted 

the report by the mission shows that
 
tinued which may be partly due to 

in the audits for previous years have 
con
the previous reports. 

the long delays in preparing and releasing

MDB account 

It is noted that the audit report concerns
(all project) rather than just 	 the total
 
project. The latter was 	

the accounts for the Mahoweljthe primary intent of this 	audit. 
II

over-riding concern 
is the statement of opinion by 
Nevertheless, of


their inability to carry out 	
the auditors indicatingsatisfactory auditing proceduresall the information and documents required, stat:,g, "In view of the sig

and to obtain
nificance of 
the matters referred to .... w,as 	 e are unable to form an
to whether the said Balance Sheet gives 	 opinion

of the Board's affairs as at 

a fair and true view of the state
3 1st December, 1983."
concern to all donors and 
 This is a matter of
to MASL. 
Clearly, the affairs, accounts
accounting procedures of ?0D 	 and
 
delay. 	 (nov MEA) must be put in orderRecommendations made by MASL's accounting consultant (Mr. 


without further
 
remaratne) should be adopted 
 Wickas soon as 
possible and NECA and KEAgiven the necessary supervision and training to put 	

accountants
 
order. 
 and keep all accounts inIf necessary, additional accounting supervision andbe provided. 
 The mission requests a 	 assistance shouldfollow-up report from ?(ASL no later thanend March 1985 stating the changes which have been made and training programsunderway.
 

32. Of "qual concern to 
IDA are the findings of
Reports of 	 the Quarterly Audit
the accounts and documents 	provided by MDB (MECA)
disbursement applications for Statements of Expenditur? (SO). 

in support of

have been unable to find copies of The auditorssome contracts
their sample 	 and supporting documents in
surveys of disbursement applications for
reports for more 
 an quarter, and 
the
recent quarters appear to highlight more
found 	 discrepancies than
in audits of previous quarters. One of 
the major irregularities found
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in the audits 
is that moat small scale contracts 	have been made and signed
after completion of the work. 
The trission was assured 

At 	

that such practices

have ceased and that proper contracting procedures are nov being followed.
the time of preparation of this Aide Memoire, MASL was still trying to resolve points raised in the quarterly audits and to find the missing
documentation. 
While it appears several (possibly two or three) quarterly
audits may eventually find that the accounts and documents supporting

quarterly disbursement applications 
are
to be returned to 	 in order, other applications 
may have
MASL and new applications submitted for which adequate

documentation is available. 
 These matters are expected to be resolved in the
next 
few weeks.
 

IIII. 
 Project Completion Report
 
33. 
 The Planning and Monitoring Unit of M&SL prepared a draft PCR in June
 
1984 and the mission wishes to comend the staff of the Unit for the con
siderable amount of work they have undertaken. All major subjects to be
 ments made 


covered in a PCR have been covered 	and the quality of the analysis and
is generally very good.
visit, 	 Because of 
com

the mission spent the short duration of

wished. 

less time with staff of its
 
The mission 
intends to review the draft 

the Unit than it would have
 
report and
material made available during this visit 	

additional
 
in greater depth.
intends to com=unicate further with the Unit 


The mission

correspondence and possibly 	 in the months ahead 
through

Subjects 	 a follow-up visit in conjunction with other work.
the mission intends to focus on 
in the final PCR, 
to be prepared by
IDA, include:
 

(i) future organisation and management of the project;
 
(ii) financial and institutional aspects of O&M; 

(iii) 	socio-economic conditions of 
the settlers.
 
The mission understands that 
a number of 
studies on the last subject have
 
been undertaken by ARTI and other research institutions while
work is ongoing at 
 some further
this time (par& 6). Dr. Attanayake has kindly agreed to
 
collect copies of all relevant studies and to send 
those to Washington.
 
XIV. Pr ch l s and E u ent 
34. 
 Orders have been placed for all
IDA's 
no objection telex of November 

vehicles and equipment covered by
26, 1984.
raised by IDA on nutbi.r of 	
Coments made and questions
items were discussed between the mission and MEA
and resolved as 
follows: 

() The high Agency commission quoted by Anosha Asuoci.its includedcustoms duties, clearing, handling 	and
Excluding these transport charges.
charges the Agency commission repr.sent about
of CIF cost instead of 33:. 	 1l1
IDA had already voiced
to the purchase of 	 no objectionthe equipment at the pricos indicated in theNovember 
26 telex.
 
(ii) (onral S4ls Co. Ltd. has agreed

tho agency 	 a pro-rat4 4istributtonCn(misaion, 
to 	

of,lotod for all equlpmont aforid by this 
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supplier, as 
suggested by IDA. 
 The agency commission amounts to
 
2- of the quoted FOB price for the selected items of equipment.
EA may proceed with the purchase of this equipment.


(iii) 
MEA clarified that the agency CoMMission for the supply of
ice station .4u ip=:, servoffered 0y COBAMl LTD., was equivalent to
 
5Z of the quoted FOB price of US$15,383.86 and that
sion was not included in the quoted CIF price of US$ 

this commis
16,306.96.
 MEA may proceed with the purchase of this equipmnt.
 

(iv) MEA explained that the 10-ton chain blocks are no 
longer

required.
 

(v) In accordance with Schedule 3, Section B.I. of the Development
Credit Agreement, PEA intends to purchase the items 
listed below
in accordance with GOSL's procurement procedures which specify
that quotations would be solicited from five independent suppliers:
 

12 Nov. bench vices
 
5 Nos. theodolites
 

15 Nos. engineering levels
 
15 Nos. levelling staff
 
2 Nos. injector testers
 
I No. fuel pump 
teat bench
 

After the award of contracts and before submission of withdrawal 
applica
tions, MEA should send two conformed copies of each contract together with
the analysis of 
the bids received, to IDA.
 

http:16,306.96
http:US$15,383.86
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STATUS OF DONOR FUNDS
 

December 31, 
1984, Rs Million
 

CIDA 
 USAI_D NIO 
 IDA 
C$ 
 t US$ DFM US$

Remaining Balance - Loan 
Currency 
 1.49 .70 2/ 
 .77 4.08 9.31 _/
 

- US$ Equiv. 0.08 - Rupee Equiv. 
1.19 .77 1.31 9.3129.80 
 20.7 
 19.25 
 32.64 
 232.75
 

Identified Use
 

(a) Pending
 

Applications - Loan
 
Currency 


- 1.49 1.08 
- US$ Equiv. 
- Rupee Equiv. 

-
- . -

.48 
11.92 

A/ 1.08 
27.00 

(b) Other - Loan 
Currency 1.49 3/ - - 1.85 2.47 

Estimated Savings 

- US$ Equiv. 
- Rupee Equiv. 

- Loan 

1.19 
29.80 

-
-

-
-

.59 
14.80 

2.47 
61.75 

Currency - .70 .77 j/ .74 5.76 
- US$ Equiv. 0.80 .77 .24 5.76 
- Rupee Equiv. 20.7 19.25 5.92 144.00 

Exchange Rates - US$ I - Rs 26.50 
- DFL I - R 8.00 
- C$ I - Is 20.00 
- b I - RI 29.57 

j/ IDA confirmation has been received only upto November 1984.2/ Grant Mount was for 4A.3 million.
-b3.3M has Total disbursements amounts to -L3.6M.been disbursed for equipment and the balance 463M for local costreimbursement. 
 However theme figures have not 
been confirmed by
/Amount allocated for the ODA.
ommunication equipment.
4/ US$0.20N approved for payment, awaiting NIO confirmation; US$0.28M
awaiting World Bank approval.

1/
Lipsed.
 



ANNEX 3
 

SRI LANKA
 

MAHAWELI GANGA DEVELOPMENT PROJECT II 

Credit 701-CE
 

Estimated and Actual Disbursements
 

(US$ million)
 
Actuals/Revised Estimates
IFA Fiscal Year 

and Semester 
Appraisal 
Estimates 

Revised 
Estimates Actuals 

as of 
Appraisal Estimates 

1978 
First I/ 
Second 1.6 

1979
 
First 
 4.0 

Second 

6.4 
 0.13 
 2.0
 

1980

First 
 9.5 
 0.22
Second 2.3
12.6 
 1.58 
 12.5
 

1981
First 
 15.0 
 2.14
Second 14.3
16.6 
 4.86 
 29.3
 

1982
 
First 18.2 4.99 
 27.4
Second 
 19.0 
 6.04 
 31.8
 

1983
First 
 (19.0)

Second 2/ 7.22 38.0
(19.0) 
 8.23 
 43.3
 

1984
First 
 (19.0)

Second 3/ 9.29 48.9
(19.0) 
 9.46 
 49.8
 

1985
First 
 (19.0) 
 9.69
Second 51.0
(19.0) 
 13.24 

69.0
 

1/ The credit became effective on December 29, 
1977.
2/ The original closing date was June 30, 1983.
3/ The revised closing date is June 30, 1985
 

* ...' 



ANNEX 4
 

U'I4Ibi; .".Il LANKA rI' oaa.j ilglTIA : I IIIEt CAMA DFV. I1 L/C: C07010 FY: 71 PROJECT DIV: 18610
 

: IAl~S UNII;INAL EVISED I'RtAIt(A DIV: 18330 

L ---- 9 JATL UL!,CkII'TIUN _Ut) COVLNAHT 01IENT 

i.ue, u( 0 
1/1/ia 

tlI"JiCT AIJVI!O(kY CUf IITTUE 
10 BL MAINTAINED 
?:[,A TO tII'LUy IhILUIENTATION 

AIVISjR ANt) ON-FARl 
MENI SPtCIALIST 

DEVELOP

i.tie Oct 

3k. (UW TO tLAINTAIN KAIIAWELI 
(0&)l(DNATIa)N CMIIITTEE AND
611',t: I VL TECHNICAJ, SLUB-CrTES 

80*(0kL TO SETTLE EACH SEC 

J."A 01 011/8 

OF I-1.3 AREA NO EARLIER LAN 
J MOS BEFOkIt WATER DELIVERy 

I "ROWER TO TAXE HEASURES TO 

).~ gCST 

| -0 9lm(JO 

BECIN COLLECTION OF CIIARCES 
IN PfICLI FINANCED DEV PFUI.SAEL.VERY CiAiRES TO EET 

CO TSPLUS CON ST OUCIM E 

1/4I85. ollection of 
Introduced at the ra te 

water 
of Be 

charge. ha. beentIOo acre (50 ?o f 

;.Us 

UKJNoct1)4JFES 

L(ISTS AS MUCHIAS lOSSIBLE 

AU3ITED ACCTS/AUDIT ktEPORIS
IOUE10 IDA NO IATER TITAN 6 
k)S AfIFR FNU OF EACH FY 

10 ?k)NITOk IN-CIIuiCF. OF MALAkIA TO BE
IMPLEtItN1LD 

ftI'tI,TENANCE OF IRRIG;ATION 

ctfarmted O&M coats) and will be periodically 

Increased 
to reach the level of full OLM costsby 1989. As of January IV85, bout 682 of the 

assessed amount for the first year' asseeassaetithl.,| been collected. IDA la being regialarly
.IarnlihJa atate te t. fc ollections. 

l/14/85a. The 19A3 reporc completed l/21A4 ha.teen received without HIASL cumsents. hichvwillbe provided later. Some of the semi-annual auditsof expenditures under £gall-scale contracts forwhich relmfburaestrnt Is claimed against statementoof expenditure have beeo1 received but are beflelrevised by tie auditors on the basis of more con

t., LTC.. ANT ACRICIUITIAI 

EX1MNSIoN SEIvI-F 
SCeII.S AND MUICAL CENTERS 
IN r11u1LC1 A1.FA To BE S1AFFIED 


