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GRANT AGREEMENT
{Externally Financed)

GRANT AGREEMENT dated 19 December 2016 between DEMOCRATIC
SOCIALIST REPUBLIC OF SRI LANKA (“Recipient’) and ASIAN DEVELOPMENT BANK
((!ADBJ!)-

WHEREAS

{A) by a Loan Agreement betwsen the Ceylon Electricity Board ("CEB")
and ADB ("L.oan Agreement”) and a Guarantee Agreement between the Recipient and ADB,
ADB has agreed o provide a lpan to CEB in the amount of one hundred fifteen miliion
Dollars (115,000 OO{)) for the purposes of the project as described in Schedule 1 to the
Loan Agreement;

(B) by a Grant Agreement between the Recipient and ADB (“JFPR Grant
Agreement”), ADB has agreed to maké available a grant to the Recipient from the Japan
Fund for Poverty Reduction and administered by ADB in the amount of two miliion Dollars.
{$2,000,000) for the purposes of the pro;ect descnbed in Schedu!e 1 to the JFPR Grant
Agreement; _

_ (C) the Recipient has: apphed to the Clean Energy Fund of the Clean
Energy Financing Partnership Facility (“CEF") for a grant to be administered by ADB for the
purposes of the Project described in Schedule 1 to thls G_rant Agreement; :

_ (D)  the Project will' be carried out by_'ihé' Lanka'Eléctricity Company
Limited ("LECO") and for this purpose, the Recipient shall make available to LECO the
proceeds of the grant provided herein upon terms and conditions satisfactory to ADB; and

(E} ~ ADB has agreed to make the proceeds of the grant from CEF available
to the Recipient upon the terms and conditions set forth herein and the Project Agreement
between ADB and LECO; |

NOW THEREFORE the parties agree as follows:

ARTICLE |

Grant Regulations; Definitions

Section 1.01. Al provisions of the Externally Financed Grant
Regulations of ADB, dated 8 April 2008 ("Grant Regulations”}, are hereby made applicable to
this Grant Agreement with the same force and effect as if they were fuﬂy set forth herein,
subject, however, to the followmg madifications: . _

{&) Section 2.01(13) is deleled and the following is substifuted
therefor, “Project Agreement” means the Project Agreement
“between ADB and LECO; and



(b) The term "Project Executing Agency” shall be substituted by
LECO.

Section 1.02. Wherever used in this Grant Agreement, the several
terms defined in the Grant Regulations and the Loan Agreement have the respective
meanings therein set forth unless modified herein or the context otherwise requires.
Additional terms used in this Grant Agreement have the following meanings:

(2) “Consulting Guidelines” means the "Consulting Guidelines” means the
Guidelines on the Use of Consultants by Asian Development Bank and its Borrawers {2013,
as amended from time to time);

- {b) “Co'ns'uttmg Services” means the services to be financed out of the
proceeds of the Grant in support of the activities descnbed in paragraph 1 of Schedule 1to
this Grant Agreement and :

(c) “LECO" means the Lanka EIectr:c;ty Company Limited of regletered
address at E. H: Cooray Building, No. 411, Gal[e Road Colombo 03 Sri Lanka or any
successor thereto acceptab!e to ADB, _

ARTICLE If

The Gre'nt'

Section 2.01. ADCB agrees to make available to the Recsptent a grani
from the Clean Energy Fund of the Clean Energy Financing Partnershlp Facility in the
amount of one million eight hundred thousand Dollars {$1,800 OOO)

" ARTICLE il

Use of Proceeds 'of the Grant

Section 3.01. The Recipient shail make the proceeds of the Grant
availabie to LECO upon terms and conditioris satisfactory to ADB and shali cause the
proceeds of the Grant to be appfied to the financing of expenditures on the Project in
accordance with the provisions of this Giant Agreément and the Project Agreement.

Section 3.02: The 'proc'eeds' of Ehe Gra.nt_ shall. be allocated and
withdrawn in accordance with the provisions of Schedule 2 to this Grant Agreement, as such
Schedule may be amended from time to time by agreement between the Recipient and ADB.

Section 3.03. Except as ADB may otherwise agree, the Recipient
shall procure, or cause to be procured, the items of expenditure to be financed out of the
proceeds of the Grant in accordance with the provisions of Schedule 3 to this Grant
Agreement,



Section 3.04. The Grant Closing Date for the purposes of Section:
8.02 of the Grant Regulations shall be 31 March 2022 or such other date as may from time to
time be agreed between the Recipient and ADB.

ARTICLE IV

Particular Covenants

Section 4.01. In the carrying out of the Project and operation of the
Project facilities, the Recipient shall perform, or cause to be performed all obilgations set
forth in Schedule 4 to this Grant Agreement and the F‘ro;ect Agreement o

Section 4.02. ' ADB shall disclose the annual audited " financial
statements for the Project and the .opinion of the auditors on the financial statements. within
14 days of the dete of A{}B s conflrmaton of thetr acceptabmty by posttng them on ADB’
website, : . S : R

Sectlon403 o The Remplent sha[i enabie ADBs representatves to'
inspect the Pro;ect the Goods and Works and eny relevant records and documents o

Sectzon 4.04. . The Rec plent acknowledges and agrees that thls Grant
Agreement is entered into by ADB, not in its individual capacity, but as grant administrator for -
CEF. Accordmgly, the Recipient agrees that (a) it may only withdraw Grant proceeds to the
extent that ADB has received proceeds for the Grant from CEFR: and (b) that ADB does not
assume any obligations or responsibilities of the Clean Energy Fund of CEF in respect of the
Froject or the Grant other than those set out in this Grant Agreement

CARTICLEV.
Suspension
Section 5.01. The following are specified as additional events for
suspension of the right of the Recipient to make withdrawals from the Grant Account for

purposes of Section 8. O‘i(k) of the Grant Regulat;ons

{a) CEB shall heve farted to perform one or more of its obligations under
the Loan Agreement"and

{b) the Recuplent shail have failed to perform one or more of its obiagat;ons
under the JFPR Grant Agreement.



ARTICLE VI

Effectiveness

Section 6.01. The following are additional conditions to the
effectiveness of this Grant Agreement for the purposes of Section 9.01(e)} of the Grant
Regulations:

(a) the execution and delivery of the L.oan Agreement on behaif of CEB
shall have been duly authorized or ratified by all necessary action and
all conditions precedent to its effectiveness (other than a condition
requiring eﬁectrveness of thrs Grant Agreement) shall have been
fulf fed; and R S .

(b) the executron and de!wery of the 'JFPR Grant Agreement on behalf of
' the Recipient’ shali have been: duly: authorized ot ratified by all
'necessary actlon and alf conditions precedent tc its effectiveness
{other than "a’ condition:’ requrring eﬁectweness ef thES Grant.

_ Agreement) shall heve been futﬂlled CEL e

Sectron 602 The feliowang are specn‘red as addltronai matters for the
purposes of Section 9.02(c). of the Grant Regutatncﬂs to be included in the oplmon or
opinions furnlshed to ADB TR LTSt U SN , :

(a')' i that the Loan Agreement has been duly authonzed or ratified by
-executed and delivered on behalf of CEB and is tegalty bmdmg upon
CEB m accordance wrth rts terms end B S

- (b} "that the JFPR Grant Agreement has been duty authorlzed or retcfted
by, executed and delivered on behalf of the Recipient, and is Eegalty
btnt:tmg upon the Reczp:ent in eccordance w:th rts terms .

Sectlon 603 A date 90 days efter the date of this Graﬂt Agreement ls'
* specified for the effectiveness of this Grant Agreement for the purposes of Sectton 9. 04 of
the Grant Regulations. . o :

ARTICLE Vi

Miscellaneous

Section 7.01, Each of the Secretary, Ministry of Finance, Deputy
Secretary to the Treasury; and Director General, External Resources Department of the
Recipient is designated as representative of the Recipient for the purposes of Section 11.02
of the Grant Regulations.

" Section 7.02. The following addresses are specified for the purposes
of Section 11.01 of the Grant Regulations:



For the Recipient

The Secretary
Ministry of Finance
Colombo, Sri Lanka

ce Deputy Secretary to the Treasury
Dif_ector _GeneraE, External Resources Department

Facsimile prhb:er:_
(94 11) 248 4563
(94 11) 244 7633
' ForADB . |
. A:'s'ié_n _DeVeldpmeﬁf Ba:nk
6 ADB Avenue ...
Mandaluyong City -+ .
- 1550 Metro Manila. .
Philippines

Facsimile Numbers:

| (632) 6362444
 (632) 636-2338,



IN WITNESS WHEREOF the parties hereto, acting through their
representatives thereunto duly authorized, have caused this Grant Agreement to be signed in
their respective names as of the day and year first above written and to be delivered at the

pnncspal office of ADH.

DEMOCRATIC SOCIAL!ST REPUBLIC
. OF SRI LANKA .

R H_S SAMARATUNGA L

Secretary o
. Mmls_t_ry ofF;ngar_lce_ .

By:

| - .ASIAN E}EVELOF’MENT BANK

By

o SRI WiDOWATI
. ‘Country Director - - -
Sii Lanka Resident Mission



SCHEDULE 1

Description of the Project

1. The Project shall support the establishment of hybrid renewable energy
systems through the construction of a renewable energy micro-grid system in the Western
Province of the Recipient (as also descr!bed in subparagraph 2(a) of Schedule 1 to the Loan

Agreement).

2. The Project s e:xp'eé'tec:j tb_Be .com.h.!e.t.ed:by 30 Séptémbér 2021,



SCHEDULE 2

Allocation and Withdrawal of Grant Proceeds

General

1. The table attached to this Schedule ‘sets forth the Categories of items of

expenditure to be financed cut of the proceeds of the Grant and the allocation of the Grant
- proceeds to each such Category ("Table"). (Reference to “Categery in this Schedule is to a

Category or Subcategory ofthe Tab!e) . R DUTA

'83315 for Wlthdrawal from the Grant Acceunt |

_ '2 e .3 8 Except as ADB may otherw:ee agree the proceeds of the Grant shall be
dlsbursed on the basis of the wlthdrawai percentage for each ttem of expendtture set forth in

: the Tab%e

Reattocatlen

'3'.3:5:5'-'-5 Notwrthsteﬂdmg the aliocatton cf Grant preceeds and the wrthdrawat
"percentageseetfcrth lntheTable SN S

: may, by notice to the Remptent (i) reallocate to such Category, to the
. extent required to meet the estimated shortfall, amounts of the Grant
- which have been allocated to another Category but;. in the opinion of

- ADB, aré not needed to’ meet other expenditures,” and (i) if such: :

reallocation cannot. fully’ ‘meet’ the: ‘estimated: shortfall,. reduce  the

‘withdrawal percentage applicable to. suich expenditures in order that

furthér withdrawals® under “such:* Category may . contmue until atl L
j__expendituresthereundershal[ have been made and T

(b) _sf the amount of the Grent “allocated to any Cetegory appears tc
 exceed all agreed expenditures in that Category; ADB may, by notice
: to the Recrplent realiocate such excess amount fo any cther Cetegory

Dlsbursement Prccedures e '

4. : Except as ADB may otherwrse agree the Grant proceeds shall be dlsbursed
in accordance with the Loan Disbursement Handbook



TABLE

Attachment to Schedule 2

ALLOCATION AND WITHDRAWAL OF GRANT PROCEEDS
(Suppor’clng Electricity Supply Reliability Improvement Pro;ect)

Total Amount Allocated
for CEF Fmancmg

Baszs for Wlthdrawal from the

Number : F_te_n:w _ (%) _ Grant Account
R : Category ‘
. PP E N TTIN SRR DTN 100% oftotalexpendlture
1 | W_ork_s (T_urnkey Contr_ac:ts) o 1 500 000 o | claimedr _ _
Y :_ st | 100% of total expendlture o
| .25.:” Consultmg Serwces 300 OGO clatmed* S
| Total 1800000;- B T R

*E Excluswe of taxes and dU'EiES |rnposed wzthm the terr;tory of the Reuplent. P




10

SCHEDULE 3

Procurement of Works and Consulting Services

General

1.  The procurement of Works and Consultrng Servrces shall be subject to and
governed by the ?’rocurement Gu:delrnes and the Coneultrng Guidel ines, respectrvely

:'2'.-. R AH terms used in thrs Schedule and not otherwsse defsned |n thrs Grant
Agreement have the meanings provrded in- the Procurement Gusdelrnes and/or the
: _Consu ting Gurdetrnes as appircable TR R s B e M R '

'Works _ T S

. 3_:3'. :'r”':'-': Except as ADB may otherwrse agree Works shall on%y be procured on the: .
N basrs of the methods of procurement set forth below R T o :

L ';:"' -'( a).- tnternattonai Competrtrve'Brdding, and :”'-'5:E o
o (b) Natronal Compet:trve Brddrng L

: 4 ' The methods of procurement are subject to among other thrngs the detaried j.;' )

arrangements and threshold. vaiues. set forth in the Procurement Pan:: The Recipient may’

- only madify the methods of procurement of threshold valties with the: prror agreement of-; o

1__ADB -and modrfscatrens must be set out rn updates to the Procurement Plan

| __5.-'3".: 5_-:' The Recrpient and ADB shatl ensure that, prior to the commencement of anY.:._. R

procurement activity under nationat competitive bidding, the Recipient's national competitive
‘bidding procedures are ‘consistent with” the Procurement Guidelines. Any. modifications” or.:
clarifications to stch procedures agreed between the, Recipient and ADB shall be set out in

‘the Procurement Plan. Any subsequent change to the agreed modifications and clanfrc_atrons o S

R _ shal! become eﬁective on!y after approvat of such change by the Recrpéent and ADS

' Cond;trons for Awarcf of Contract

6 The Recrprent shall cause LECO net to award any Works contract which
mvoives envrronmental :mpacts untrE R

| (a)_-3 . LECO has obtarﬂed the fnai approva! of the IEE and

By (b') _ LECO has mcorporated the relevant provrsrons from the EMP into the .~
Works contract ' R : .

7. The Recsprent shaﬂ cause LECO not to award any Works contract wnrch_
involves involuntary resettlement impacts, until LECO has prepared and submitted to ADB
the final RP based on the Prorects detaz!ed desrgn and obtained ADB’ s c!earanoe of such_
RP. - ST
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Consulting Services

8. ' Eicept as ADB may otherwise agree, the Recipient shall cause LECO to
apply quality- and cost-based selection for seiectrng and engag:ng Consultng Servrces

9 The Recrprent shall cause LECO to recru;t ihe mdrvrduai consultants for
Consulting Services in accordanoe wrth procedures acceptable to- ADB for recrurt ng
mdrvrdual oonsuitants : o : S

' industrral or%ntelleotual Propertv quhts 1; 2 :_._5:3:--7 S

1{} ERCT (a) N The Recrprent shali ensure that all Works procured {mc!udrng w:thout o
hmttatron all computer hardware, software and systems, whether separately’ procured or
'~ incorporated within other goods and’ services procured) do not vrolate or. mfnnge any'
L rndustnal property or rntei!ectual property rrght or. clarm of any thrrd party

(b) The Recrprent shal} ensure that all contracts for the procurement of Co
o Works contarn approprrate representations, warranties and, if appropriate indembities from .o
. the contraoto_r_ or suppher weth respect to the matters referred to rn subparagraph (a) of thas S

: paragraph

St The Recrprent shall ensure that all ADamﬂnanced contracis with consuitants B

o contam approprrate representattons warranties and, if appropriate, mdemmtres from the‘. L 8

- consultants to ensure that the consulting services provided do not: vrolate or mfrrnge any '.'i'fﬁ

N mdustrzal property ormtelleo’{uai properiy rzght or clarm ofany thrrd par%y ........ S



12

SCHEDULE 4.

Execution of Project; Financial Matters

Implementation Arrangements

1. The Recipient and LECO shall gnsure that the Project is implemented in
accordance with the detailed arrangements set forth in the PAM. Any subsequent change to
the PAM shall become effective only after approval ‘of such change by CEB, the Recipient
and ADB. In the ‘event of any dzscrepancy between the PAM and this Grant Agreement and
the Project Agreement the provssrons of this Grant Agreement and the Project Agreement
'shai! prevar! B L . .

Enwmnment

' 2." IS The Recrpsent shall énsure, or cause LECO to ensure that the preparatron :

design, canstructior, ‘implementation, operat:on and decomm;ssromng of the Project comply -

“with {a) all applrcable faws ‘and regulations of the Recipient relating to environment; health
: and safety; (b) the Environmental Safeguards; and (¢} all measures and. requirements set-
forth in the IEE, the EMP and any COFfECti\IE or preverst:ve actrons set forth ina Safeguards :

Monrtonng Report

'3" The Recrplent shal[ ensure or cause LECO to ensure, that all iand and ai[.
 rights- of—way requ:red for the Project are. made available! to the Works: contractor . in.
~ accordance with ‘the schedule: agreed under. the related Works. contract ‘and all fand
acquisition and resettlement activities are !mplemented in complrence with (a) all applrcable--
laws and : reguiattons “of. the  Recipient’ relating to: land ~ acquisition and mvoluntary' :
resetttement (b} the  Invaluntary Resettlement Safeguards; and (c) all’ measures and:

‘requirements set forth in the RP and any correctrve or preventat:ve actrons set forth in the o

o= Sefeguards Monttonng Report

4, ~ Without lrm;trng the appircetron of the Envofuntary Resettlement Safeguards or
the RP, the Recipient shall ensure, or cause LECO to ensure, that no phySicaI or economic
displacement takes pface rn connectron wrth the Pro;ect untrl : o

'(a)" cempensatron and other entltlements have been provrded to affected
peopie in accordance with the RP and: :

{b) 'e comprehensrve income and Irvellhood restoratton program has been
established in accordance with the RP.

Indtqenous Peopies

5. . " The Recrplent shall ensure or cause LECO to ensure, that the Project does
not impact indigencus peoples within the meaning of the SPS. If due to unforeseen
circumstances, the Project impacts indigenous peaples, the Recipient shall, or cause LECO
to, take all steps necessary or desrrable to ensure that the Project complies with all
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applicable faws and regulations of the Recipient relating to indigenous peoples and with the
3P8.

Human and Financial Resources o Implement Safeq'uards Requiremenﬁs

8. The Recipient shall, or cause LECO to, make available necessary budgetary
and human resources to fully rmplement the EMP and the RP. .

Safequards ReFated Prov;smns in B[dqu Documents and Works Contracts _

7. ' The Recrprent shali ‘ensure, or cause. LECO o ensure,’ Ehat alf bfdd[ng
documents and contracts for Works contarn prowsrons that requrre contractors to o

(é) 7 :compiy wrth the measures reievant to the contracior set forth in the
IEE, the EMP" and the RP (o the extent they concern rmpacts on

-'affected people  during: constructson) and - any: correctwe’ or. -

_'preventat:ve actrons set forth ina Safeguards Momtonng Report

(by fmake avallable a budget for aIE such envrronmental and sociai‘_ f

__measures

(c) "_'prowde the Recnprent W|th a wntten notnce of any unanttcrpated" B

envrronmentai resettlement or mdsgenous peop!es risks or impacts -

E that" arise during ' construction; mplementatron or. operation of the S

Prorect that were not cons:dered ln the IEE, the EMP and the RP

{d) adequateiy record the condltron of roads agr:cu[tural !arzd and other:
mfrastructure pnor to startmg to transpoﬂ matenats and constructlon '
_and : SRR ST RS :

(&) rei ﬂstate pathways other Iocal rnfrastructure and agr[culiural land to at
R least therr pre prOJect condltron upon the comp!et;on of constructron

Safequards Momtormq and Reportmq

8. - The Recrplent shall or cause LECO to do the fo%lowmg

{a) submtt sem1~annuai Safeguards Momtonng Repnrts to ADB and
disclose relevant information from such reports to aﬁected persons
promptly upon submrss:on : P R

(3] if any unantlcspated envsmnmental and/or socral risks. and ;mpacts. :
' arise during construction, implementation or operation of the Project
that were not consrdered in the IEE, the EMP or the RP, promptly
inform ADB of the occurrence of such risks or impacts, with detailed
descnptron of the event and proposed correctwe actron plan; and

{) report any actual or potent131 breach of comphance w:th_th'e measures
and requirements set forth in the EMP or the RP after becoming aware
of the breach.
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Prohibited List of Investments

9. The Recipient shall ensure, or cause LECO to erisure, that no proceeds of the
Loan are used to finance any activity included in the list of prohibited investment actrwt:es
prowded in Appendrx 5 of the SPS

{ abor Standards, Health and Safetv

10,7 . The Recrplent shall ensure, oF cause LECO'to ensure, that the core labor
standards and the Recipient’s applicable labor faws and regu!atlons are comptied with during

~ Project_implementation:: The Recipient - shall include - specific - provisions” in. the bidding

documents and contracts financed by ADB under the Project requiring that the contractors:

(a) comply with the Recrprent's applrcable labor law and. regulations ‘and: incorporate
applicable workplaoe occupationa! safety norms; (b) do not use child labor or forced labor; {c)
give equal pay for equal work regardfess of gender ethnicity or ¢aste; and (d) drssemmate__.

.. information on- the- risks of sexually transmitted diseases, including: HIV/AIDS, 'to the : = .-
employees. of contractors engaged under the Pro;eot and to members of the local - =

"oommumtree surroundrng the F’ro;ect area

Gender and Develooment

11 The Recrprent shall cause LECO to enstre that (a)__t_h_e_ __Gender ACtiOﬂ F’lan is
smplemented in. accordance with its terms; (b} the bidding documents and contracts include
‘relevant provisions for contractors to comply with the measures ‘set forth in the Gender Action
Plan; (c) adequate resources are alfocated for implementation’ of the Gender Action Plan; (d}
'progress on implementation of the Gender Action Plan, including progress toward achieving
~ key gender outcome and output targets, are regularly monrtored and reported to ADB; and -
{e) Key gender ‘outcome and output targets include, but not Ermrted to - {ij 20% of "women-
headed" household participation in. micro, smali and medium sized enterprise development
training; (if) 900 of end-user participation. in safe and efficient eleciricity use. workshop, and '

' (m) 600 persons pamcrpatron in SKIH tra:nlng for empioyment and Irvel;hood opportumtres

:Counteroart Suoport .-: :'

2. . ¢ The Recrprent sha[[ of cause LECO to make avarlah[e all counterpart funds
required for the timely and effective implementaticn of the Project. In addition to the
foregoing, the Recrplent shall ensure that it has sufficient funds fo satrsfy its liabilities ansrng
frorn any Works Goods andfor Consultrng Servnces contract : . :

Sector Performance Covenant

1 3 o The Reorprent shall cause its Mrnistry of Power and Renewable Energy to
issue a pohcy directive to the Public Utiities Commission of Sri t.anka to recognize: (a)
- capital investments made towards micro-grids as approved cap:tal expendltures and (b)
recurrent operational and maintenance expenses of the micro- grsds as approved operational
expenditures, for the calculation of a licensee’s "allowed revenue” for the purpose of eﬂsunng
the viability of mrcro-gnds developed and marntamed by drstrlbutlon licenses. '
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Governance and Anticorruption

15. The Recipient and LECO shall (a) comply with ADB's Anticorruption Poficy
(1998, as amended {o date) and acknowledge that ADB reserves the right to investigate
directly, or through its agents, any alleged corrupt, fraudulent, collusive or coercive practice
relating to the Project; and (b) cooperate with any such investigation and extend all
necessary assistance for satisfactory completion of such investigation.

16. The Recipient and LECO shall ensure that the anticorruption provisions
acceptable to ADB are included in alf bidding documents and contracts, including provisions
specifying the right of ADB to audit and examine the records and accounts of the executing
and implementing agencies and all contractors, supphers cansultants and other servuce
providers as they relate to the PrOJect



