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PROJECT AGREEMENT

FROJECT AGREEMENT dated 11 Avogust 2016  betweesn  ASIAN
DEVELOPMENT BANK ("ADE") and NATIOMAL WATER SUPPLY AND DRAINAGE
BOARD ("MNSDE").

WHEREAS

) by a Loan Agreament of even date harewith betweaen the Borrower and
ADB ("Ordinary Operations Loan Agrecment™), ADE has agrecd to make to the Borrower a
Iman {"COrdinary Operations  Loean') of ane  hundreed  twenty  three million Dellars
(F123.000.000 on the termms and conditions sei forth in the Qrdinary Operations Loan
Agraarment;

=y by a Loan Agreament of even data herawith between the Dorrower and
ADE {"Special Operations Loan Agreemant”, and together with the Ordinary Opearations Loan
Agreament, 'Loan Agreements™, ADB has agreed to make to the Borrower a loan of three
million five hundred eighty thousand Special Orewing Rights (S0DR3,580,000) an tha larms
and conditions set forth in the Special Operations Loan Agreement;

sy ADE has agreed to make the Ordinary Cperations Loan only on the
candition that a potion of the procecds of the Srdinany Operations Loan be made availabla
to MWSDE and that NWEDE agrees to undartake cerain oblinations towards ADE set forth
hergin; and

({BH MWSDH, in consideration of ADB entering  inte tha Qrdinary

Dporations Loan Agreement with the Barrower, has agreed to undertake the obligations set
forth herain;

MoW THEREFCRE the paries hareto agree as follows:

ARTICLE I

Defimitions

Sectian 1.01, Wheravar usad in this Projact Agreemant, unless tha
context otherwize reguires, the several terms defined in the Loan Agreements and in the
Loan Regulations (as defined in each of the Loan Agreements) have the respeciive
meanings therein set forth.



ARTICLE II

Particular CGovenants

Seclion 2.01. [a) MWSDB shall cary oul the NMWESDEB Parl af the
Froject with due diligence and eficiency, and in confommity with sound applicable fechnical,
financial, businass, and development practicas.

b In the camying cut of the Project and aperation of the Project facilities,
MWSDE shall perform all obligations sel forth in the Loan Agreements Lo the extent that thay

are applicable to NWSDEB.

Seclicn 2.02, MYWSDE shall make available, prompily as needed, the
fundg, facilitiaz, servicag, equipment, land and ather resources as required, in addition to the
preceeds of the Ordinary Operations Loan, for the carrying out of the Project.

Seclion 2.03. (&) I the carying aul of the Projact, MWSEB shall
employ competent and qualfied consuttants and contractors, acceaptable to ADE, to an
exlant and upon tarms and conditions satisfactory to ADS.

k) Cxocept as ADE may ctherwise agree, NWSOB shall procure all items
of expenditures to be financed out af the proceeds of the Ordinary Operations Loan in
accordance with the provisions of Schedule 4 to the Special Qperations Loan Agresment.
ADE may refuse to finance a canfract where any such ilem has not bean procured undar
pracedures substantizlly in accordance with those agreed between the Borower &nd ADB or
whernz the terms and conditions of the cantract are not satisfaciony to ADE.

Zection 2.0« MWSOB shall carry out e Froject in accordance with
plans, dosign standards, specifications, work schedules and  construction methods
Acceptable to ADB. MWSDH shall furnish, ar cause to ba furnishag, 1o ADS, promptly aflar
their preparation, such plans, design standards, specifications and work schedules, and any
maltanal madifications subseguently made tharein, in such detail as ADE shall reasonably

request,

Section 2.05. [a} MWSDE shall fake ocut and maintain  with
respansiale insurers, or make other arangameants satisfactony to ADB for, insurance against
such rizks and in such amounts as shall be consistent with sound practice.

{B) Without limiting the genarality of the forsgoing, MWSDE underakes o
insure, or cause ta be ingured, the Goods to be impored for the Project against hazards
incident fo the acquisition, transportation and delivery thersal to tha place of usa or
insfallation, and for such insurance any indemnity shall b2 payable in a cumency fresly
usable lo replace or repair such Goods.

Section 2.06. MWSDE shall maintain, or cause to be maintained,
recards and accounls adequala o kenlify tha tems of expendilura firanced out of tha
procesds of the Ordinary Operations Loan, to disclose the use thereof in the Prajest, to
recard the pragress of the Project (including the cost therecfy and to reflect, in accordance
with caonsistently maintaingd sound accounting  principles, s operations and  financial
condition.



Sactinn 2.07. (&) ADE and NWEDE shall cooparate fully to ensure
that the purposes of the Ordinary Operaticna Lean will be accomplished.

) MWSDE shall promofly inform ADS of any condifion whizh interferss
with, ar threatens to interfera with, the progress of the Project, the performance of its
obligations under this Project Agreement or the MWSLDB Subsidiary Laan Agreement, or ths
accomplizhment of the purpeses of the Ordinany O perations Loean.

[zl ADE and NWSDEB shall from time to time, at the request of either party
exchanga viaews through thair reprasentatives with regard to any matters relating io tha
FProjeci, MWSDE and the Ordinary Operations Loan.,

Seation 2,08, (a) MWSDE shall femish to ADB all sush reparts
and informaticn as ADE shall reasonably request concerning (1) fhe Ordinary Cparations
Lean and the expenditure of the proceeds thereof; (i the items of expendilure financed oul
of such procesds; (jih the Project; {iv) the administraiion, operstions and fimancial condition of
MWSEE; and {v) any alhar mattars ralaticg 1o iha purposes of the Ordinany Operations Loan.

bl Without limiting the generality of the foregoing, NWSDE shall furnish to
ADH quarterly reports on tha axacution of the Froject and an the aperaticn and managarneni
of the Project facilities. Such reports shall be submitfed in such form and in such detail and
within such a perod as ADS shall reasonably request, and shall indicate, amang athor
things. progress made and probiems encountered during the quarter undsr review, steps
fakan or proposed to e taken to remedy these prablems, and propozed program of activities
and expacted progress during the following quarier,

c) Pramptly after physical completicn of the Project, but in any avant not
latar than 3 months thereafter or such later date as ADB may agree far this punposs,
MWSDE shall prepane and furnish to ADB a report, in zuch form and in such detail as ADB
shall reasanably raguast, an tha axacution and initial oparation af tha Project, including its
cost, the performance by NMWSDE of ifs obligaticns under this Project Agresment and the
accomplizhmant of the purposes of the Ordinany Oparations Loan.

Seclion 2.09, Without limiting the generality of the provisions under
soctions 2.08(0% and {c} herein above,

ray MWSDE shall prepare progress reports for the Project and submit
thesa to ADB on a guarderdy basis within 30 days from the ard of each quarter. Each repart
will pravide a narrafive description of pragress made during the peried in respect of the
Praoject, changes in the implementation schedule, problems or difficulties encounterad, and
the work to be caried out in the naxt penoad. The progress report will also include Praject
expenditures for the year to dale and total expenditure to date. NWSEE shall undatzke
peradic project peformance review under the Project, as alse for the Facility to evaluate the
scopa, implemantation arangemants, progress and achievemsants of abjectivas aof the
Project and the overall Facility. Peformance shall be evaluated based cn indicators and
largals stipdlalad in the Dasign and Manitading Frameawork for the Facility and the Project;
and

4]} MWSDE shall fumish to AGE a Project completion report within
& manths of physical camalation of the Project, and Facility completion repart within
G months of physical completion of the Facility. These reporis will cover a detailed evaluation
of the Project and the Facility, respectively, covedring the design, costs, contracters’ and



consullants” perfommance, social, envircnmental and econcmic impact, econcmic rafe of
return, and other details far the Project and the Facilily as may be reguested by ADB.

Sectian 210, (a) MWEDE shall i) maintain scparatc  accaunts
and records for the Project; (i} prepare annual financial statements for the Project in
accordanca with accounting  principles  acoepiable to ADEB, (6iy hawve such financial
statements for f1e Project audited annually by independent auditors whose gualifizations,
expericnce and temms of reference are acceptable to ADB, in accordance with international
standards for auditing or the national equivalen! accaplable to ADE; (iv) as parl of each such
audit, have the auditors prepare a report {which includes the auditars’ opinion on e use of
the Ordirary Operations Loan procaads and compliance with the financial covenants of the
Loan Agreements as well as on the use of the procedures for the imorest accaunts and
statemont of expendilures) and a management letter fwhich sets out the deficiencies in the
internal contral of the Project that wers identified in the course of the audit, if any); and {v)
furnish to ADEB, no later than E months after the close of the fiscal year to which they
ralate, copias of such auditad financial slatamants, audit raport and managament lattar, all in
the Englsh language, ard such other informaticn concerning these decuments and the audit
theraaf as ADE shall from time 1o lime reasonably regquest.

bl ADE shall cisclose the annual audited financial siatements for the
Froject and the apinian of the auditors on tha financial statements within 30 days of the data

of their receipt by posting them on ADE's webasite,

) In addition to snnual audited financial statements refered to in
subsacticn (a) hercinabove, NWSDE shall (i) provide ils annual financial statements
prepared in acoordance with national sccrual-basad financing reparting standards acceplabla
to ADB; (ii} have its financial statements aucited annually by independent auditors whasa
qualifications, exparienca and terms of reference are acceptable to ADS, in accordance with
intemational standards for auditing or the national eguivalent acoceptable o ADB; and
(iii) furnizh to ADB, ne later than 1 manih after approval by the relevant auihority, copies of
such audited financial slalements in the English language and such other informaticn
concerning these documents and the audit thereof as ADE shall from time fa ims reasonably
requast.

) MWSDE shall enable ADB, upan ADBE's request, to discuss the
financial statements for the Project and NWSEE and its financial affairs where they relate fo
the Project with the audiors appainted by NWSDE pursuan! Lo subsaclions {&){il) and (g)
herginabove, and shall auvtherize and require any representative of such audifors to
participals in any such discussions requested by ADB. This is provided that such discusszions
shall be canducted anly in the presance of an aulhorized afficer af NWEDH, unless NWSDE
shall othenvize agres.

Seclion 2.11. MWSDE shzall enable ADE's representativas to inspest
thx Project, the Goods and Works financed aut of the proceeds of the Ordinary Operations
Loan, all othar plants, sites, propartias and equipmeant of MAYSDE whera they relala to the

Project, and any relevant records and documents.

Section 2.12, [a) MVS0E  shall, pramptly as required, take all
aclian within its pawers (o maintain its corparate existence, o carny on its operations, and to
acouire, maintain and renaw all rights, propertios, powers, privileges ard franchises which
are necessary in the carrying ouk of the Project ar inthe conduct of its cparations



k) MWS0G shall at all times conduct its aperaicns in accordance with
sound applicable technizal, financial, business, development and aparational practices, and
under the supenvision of competent and experienced management and personnel.

ch MWSDE shall at all times operate and maintain its plants, eguipment
and ather propaity, and from time to time, promptly as neaded, maka all necessary repairs
and renewals thereaf, all in accordance with sound applicable technical, financial, business,
development, operational and maintenarce practices.

Seclion 2.13. Excerpt as ADE may otherwise agres, NVWEOB shall not
sell, leasa or clharwisa disposa of any of 2 assals which shal ba required for the efficient
camying on of its operations or the dispesal of which may prejudice its ability to perform
satisfactorily any of its obligations under this Projoct Agrocmant.

Section 2,14, Except az ADB may othemrwise agree, NWWSDEB shal
anply the proceads of the Ordinary Operations Loan 1o the financing of expendilures on the
Froject in accordarce with the provisions of the Loan Agreements and this Froject
Agresmant, and shall ensure that all items of expendilures financad aut of such proceads are
used exclusively in the carryving cut af the Project,

Section 2.15. Excapl as ADS may olhareise agraa, NWSD0E8 shall
duly perform all its obligafions under the MASDE Subsidiary Financing Agreement, and shall
nat take, or corcur in, any aclion which waould have the effect of assigning, amending,
abrogating or waiving any rights or obligations of the parties under the NWEDB Subsidiary
Financing Agreament.

Section 2.14. MWSDE shall promptly notify ADE of any proposal to
amend, suspend or rapeal any pravision of its constitutional documents, which, if
implemented, could adversely affect the canying out of the Project ar the operation of the
Project facilities. MWSDE shall afford ADE an adequate cpportunity to comment on such
prapasal griar to faking any affimmativa action theraor,

ARTIGLE N

Effective Date; Termination

Sacton 3,01, This Frojact Agreament shall come infa faree and effect
on the date on which the Ordinary Operations Loan Agreement comes into force and effect.
ADB shall pramptly nolify the NWSDE af such date.

Section 3.02. [ay This Project Agreement and all obligations of the
parties hareunder shall terminata on the date on which the Qrdinary Operations Loan
Agreemeants shall terminate in accordancs with their terms.

e} If tha Loan Agresment terminatas in accordanca with its terms befare
the date specified in subszecticn [@) hereinabove, ADEB shall prompily notify NWSDE of this

ayvent.



Section 3.03. All the provisions of this Project Agreament shall
continue in full force ard effect nofwithstanding any cancellation or suspension under the
Loan Agraamenis.

ARTICLE IV

Miscellaneous

Sochon 4.01. Any notice ar request required or permitted to be given
ar made undar this Project Agreament and any agreamean! balwaan the parties contemplatad
by thiz Project Agreement shall be in writing. Such nolice or request shall be deemed o have
baen duly givan or madea when it shall be deliverad by hand or by mail, telegram, cable, telex
facsimile or radiogram to the parly to which it is required ar permifted to be given ar made at
its addrass harginaller specified, or at such other address as such parly shall have
designated by nofize to the party giving such notice ar making such requast. The addrasses
g0 apecifisd are:

Far ADS

Asian Development Bank
6 ADE Avenue
Mandaluyang City

1550 Metro Manila
Philippinaz

Facsimile Mumbers:

+63 2 BaG-2444
+63 2 635-2293

For NWSLB

Ganaral Managar

Maticnal Water Supply and Drainags Baard
Galle Road

Ratmalana

Gri Lanka

Facsimile Mumber:

+04 11 263-5449
+94 11 236-3725.

Section £.02. {a) Any action required or permitted (o be takan,
and any documents reguired or parmitied o be executed, under this Project Agreement by or
an behalf of NWSDE may be taken ar executed by ils General Manager ar by such other
persan o persans as he or she shall 3o designate in writing netified (o ADB.



(0 MWSDB shall fumish to ADB sufficient evidence of the authonby of
gach parson who will act under subsection (a) hercinabowve, together with the authentcated
specimen signaturg of each such persan.

Section 4.0%, No delay in exorcising, or omigsion to axarcise, any
right, power or remecy accruing to either pary under this Project Agreement upon any
defauli shall impair any such right, powar or remedy or ba construed o be a waiver theroof or
an acquiescence in such default; nor shall the action of such party in respect of any dafault,
or any acquiescence in any default, affect or impair any right, poweer or remedy of such party
in respect af any othar or subseguent dafaull.



&

N WITHNESS WHEREDF the parfies  heielo, aching  throogh  theis
raprescntatives thereunte duly avtheorized, have cavsed this Froject Agreement to be signed
in their raspective names as of the day and year first abava written, and to be delivered at
the principal office of ADE.

ASIAN DEVELOPMEMT BAMNK

éﬁ;ﬁ%_zﬁ,

SR1WIDOWATI
Country Director
=ri Lanka Residant Mission

MATIONAL  WATER  SUPPLY  AND
DRAIMAGE HOARD

By

M. ALAHUDEEM ANSAR
hairman



