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Progress of Mega Scale Development Projects

Second Quarter — Year 2024

policy decisions related to mega scale development projects. This report contains
observations and suitable recommendations derived through the review of cumulative
progress of mega scale development projects up to end of the second quarter of 2024
based on the data and information reported by each line ministry on performance of

the development projects.
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Introduction

The progress of 224 Mega Scale Development Projects implemented by the end of the second
quarter of 2024 under government capital expenditure were considered for this review. For the
Mega Scale Development Project portfolio in the first quarter, 53 new projects including the
recommenced 47 water supply projects that had been suspended due to a lack of funding, five new
electricity projects including four renewable power projects, and a new project for the development
of small and medium scale entrepreneurship were added in the second quarter of 2024. Qut of
these 224 Mega Scale Development Projects, 126 are scheduled to be completed by the end of
December 2024.

Also, this project portfolio includes development projects scheduled to be implemented until 2029,
and the total estimated cost for all Mega Scale Development Projects amounting to approximately

Rs. 3.6 trillion. The sectoral distribution of this investment is illustrated in Figure 1.

. Except 11 projects expected
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While estimated cost increases have been reported in many projects, it is observed that the
estimations of cost escalation and approval processes have not yet been completed. In particular,

26 projects implemented under foreign financing and temporarily suspended are included in this



project portfolio. Details of few line ministries where high allocations have been made for Mega

Scale Development Projects are shown in Table O1.

Table 01 - Capital Investment in Ministries with High Allocation

E - A Total . Balance
Number : Cumulative .
o Estimated . Funding
Ministry of Expenditure (Rs. .
Projects Gont Billion) Kequirement
! (Rs. Billion) (Rs. Billion)
Ministry of Education 16 166.8 93.7 73.1
Ministry of Health 25 184.9 88.8 96.1
Ministry of Irrigation 15 352.1 228.9 123.2
Ministry of Transport and | 5, 888.7 4499 4388
Highways
s L Urband s § 199.2 1173 81.9
Development and Housing
Ministry of Water Supply
and Estate Infrastructure 68 736.4 309.6 426.8
Development
Total 155 2,528.1 1,288.2 1,239.8

Financial Utilization by the end of the Second Quarter of 2024

The allocation for these 224 Mega Scale Development Projects for 2024 1s Rs. 675 billion, and out
of which, the expected expenditure by the end of the second quarter was Rs. 342 billion. However,
the actual expenditure was Rs. 150 billion, which is only 22% of the allocated budget for 2024.
However, 1t represents a 65% increase compared to the tirst quarter. 1t has also been reported that
the value of bills in hand is Rs. 47 billion. Further, it is observed that delays in payments for work
done could cause the problems in providing imprest by the treasury due to the accumulation of a

large number of bills towards the end of the year.



Table 02; Classification of Mega Scale Development Projects by Financing and their

Progress
2024 As at 30.06.2024
Number . - - 5 A
of Allocation | Financial Actual Financia | o .
Source of Brofeotsill < (Rs. Target | Expenditur 1 Hand
Financing Billion) R Progress 2l
[Rs. e(Rs- rOSress | (Rs. Billion)
Billion) Billion) (%) i
| .
Domestic 115 182.21 70.2 60.79 86.6 4.89
Funds
| Domestic 04 432 0.6 0.1 16.6 4.74
Loans
Foreign Loans 81 453.24 256.3 85.94 33.5 37.01
| Foreign Grants 24 35.02 144 2.81 19.5 0.49
' Total 224 l 674.79 341.5 149.64 43.81 47.13
Physical Progress

Out of this project portfolio, the activities of 8 projects including the 3 projects completed in the
first quarter have been completed by the end of the second quarter of 2024. However, when
considering the physical progress up to end of second quarter of 2024 achieved by the mega scale
development projects, it is revealed that there are 59 projects which have not made any physical
progress. Among these, 25 projects are financed by foreign loans, and it is observed that many of
these projects have halted physical activities due to the suspension of foreign loan installments.
Further, it is notable that 3 projects implemented under foreign grants have also shown zero

physical progress.

Table 03: Clasification of Projects by Progress Levels

Level of Less
99. 89- 79-70 | 69-60 9-50 | 49-40

Progress (%) Completed 90 80 5 than 40

Number  of 08 35 | 28 | 18 | 19 | 13 19 84

Projects |

It was observed that by the end of the second quarter 2024, there are 84 projects which have

reported cumulative physical progress less than 40%, and 64 of these projects have started their
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works before 2022. Furthermore, 63 projects have achieved more than 80% physical progress, with
53 of them have planned to be completed in 2024 or earlier. It is observed that an allocation of
approximately Rs. 231 billion will be required to complete these projects. Though a sum of Rs.
133 billion has been allocated for these projects in 2024, most of the project activities are not

expected to be completed within the year.

These development projects are classified with colour codes based on the physical progress during
the quarter under review, cumulative physical progress, project time management, financial
management, risk/problem identification and remedial action taken. Progress of mega-scale
development projects under each line ministry, by the end of first quarter 2024 is given in

Annexure-A and its summary is provided in the Table 04 below.

Table 04: Classification of projects based on the category of progress

Colour No. of

Category of Progress P Projects
Work completed in 2nd (_Quarter 2024 08
Being implemented successfully 07
Being implemented properly 19
Expected results could be achieved through interventions 44
Need special attention 51
Critical projects 51
Wignfunds are temporarily suspended | iy 26

Projects that are being completed safely until they are started later } EQu ! 16 '

Temporarily halted projects

Considering the performance of the projects during the reviewed quarter, it is observed that there
are 26 projects where their foreign funding has been temporarily suspended, and 16 projects that
have been decided to safely suspended until project activities could be resumed. Most of these
projects represent the education, health, highways, water supply, power, and irrigation sectors,
leading to further delays in achieving the expected results. By the end of the second quarter of
2024, although it was planned to complete the work of 67 projects and deliver their benefits to the
public, it was observed that only 7 projects have been completed. Additionally, it is reported that

4



a water supply project initially planned for completion in August 2024 has been completed in the
second quarter. As 30 out of these projects still show less than 70% physical progress, it is uncertain

whether they will deliver the expected benefits to the public on time.

Table 0S: Current Progress of the projects scheduled for completion as at end of

Second Quarter

Level of Less
Progress (%) | Compleeted | 99-90 | 89-80 | 79-70 | 69-60 | 59-50 | 49-40 I
No. of 07 17 10 | 03 05 04 06 15
Projects

Considering the current progress of the projects planned for completion by the end of the second
quarter, only 10% of the projects have completed up to the expected level. It is also observed that
most of the remaining projects are being implemented after receiving additional time beyond their
initially approved time frames. Furthermore, 33 projects have shown less than 80% progress while
it is reported that various factors such as foreign financing problems, allocation restrictions, and
contract suspensions may have contributed to their slower progress. However, given the
importance of delivering the expected benefits of these projects to the public without further delay,
the direct intervention of the Ministries” Secretaries is crucial in preparing and implementing a

practical timeframe for completing the remaining project activities.

Table 06: Projects planned to be completed on or before 2024 and achieved more than

80% physical progress

Level of Progress (%)
Expected Time Frame for Completion Total
80-85 | 86-90 [ 91-95 | 96-100
Projects to be completed before 2024 01 : 02 07 02 12
January - March 2024 0r | 01 02 02 06
Aprn — June 2024 02 04 02 01 09
July - September 2024 02 ‘ 01 01 01 05
October - December 2024 04 | 04 07 06 21
Total 10 ‘ 12 19 12 53




Issues and Solutions

In the first quarter of 2024, apart from the 62 projects that have shown a zero-physical progress, it
is reported that there are 15 projects which have achieved less than 1% physical progress. Although
the imprest are released the treasury within the given allocation limits without delay, by the end of
this quarter, no significant performance of the mega scale development projects have shown in
overall, due to other factors hindering the implementation of development projects. The necessary
facilities have been provided through the intervention of the National Operations Room to resolve
the issues of about 77 development projects that required intervention and coordination to

overcome existing challenges and ensure the delivery of expected benefits to the public.

07: Issues Affected on Project Implementation

Issue No. of Projets

01 | Delays in third-party approval 24

02  Poor performance of contractors s 27

03 P_o<;r-performanc_e of consultants 02
04 ' Inadequacy of allocations P (S R

05 | Delays in land acqt?sition - B 05
06 | Procurement related issues E T 16
07:Changesofscopei___'__-_”; 11 o

Due to the aforementioned issues, as well as weaknesses in project management, It is common for
projects to continue to be delayed in generating the expected benefits. As 43 projects are being
implemented by the second quarter of 2024 without obtaining formal approvals to extend the
project period, it is observed that the relevant ministries do not have a confirmation of the specific

timeline during which these projects will deliver benefits to the people.

It is observed that this situation negatively affects the goal of improving the quality of life styles
through the anticipated benefits of these projects. However, to mitigate this issue to some extent,
it is noted that the benefits of certain projects could be delivered on a phased-out manner. This

strategic approach is already being implemented with the involvement of line ministries and the



National Operations Room. Accordingly, it is a progression that steps are being taken to prioritize
the projects that are nearing completion or could be completed on a phased-out basis, so that the

benefits could be delivered to the public immediately.

Furthermore, it is observed that the expected benefits from the projects could gradually be realized
through the continued implementation of these measures, especially in a situation where the
country’s economy becomes recovery. Hence, the following recommendations are suggested to
take the necessary actions to ensure that the benefits of ongoing mega scale development projects

are promptly provided to the public within the available fiscal space.

Recommendations

1. To get the approval of the Cabinet of Ministers for time extension and /or revised cost for
all projects whose approved project period has expired by the end of the second quarter of
2024 and/or for all projects whose total estimated cost has increased by following the
formal procedures. Accordingly, to prepare a practical action plan, discuss it with the

Treasury, and forecast the need for future allocations annually.

2. To make necessary arrangements for getting allocations for the year 2025 based on a
prioritized plan of the on-going mega scale development projects as per their ability of

immediate completion since the capital allocations for 2025 could be limited.
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Summary of Ministry- wise Project Progress

# Name of the Ministry
1 [Ministry of Agriculture and Plantation Industries 2 - 2 1 - - 5
2 |Ministry of Buddasasana, Religious and Cultural Affairs - - I 1 = - 2
3 |Ministry of Defence 2 1 2 - 2 - 7
4 |Ministry of Education 8 2 2 1 - 3 16
5 |Ministry of Finance, Economic Stabilization and National Policies - 2 3 - - - 6
6 |Ministry of Fisheries . a - 1 - - 1
7 |Ministry of Health 5 1 1 2 7 3 25
8 [Ministry of Industries 1 - - - - - 1
9 |Ministry of Investment Promotions 1 - - - - - 1
10 [Ministry of Irrigation 3 1 1 4 5 - 15
11 [Ministry of Justice, Prison Affairs and Constitutional Reforms 1 | 2 - - - 8
12 [Ministry of Mass Media - - - - - 1 1
13 [Ministry of Ports, Shipping and Aviation 6 1 - 1 - 1 9
14 |Ministry of Power and Energy 4 1 2 1 - 2 11
15 Ministry of Public Administration, Home Affairs, Provincial Councils and 2 1 2 | ) 1 8
Local Government
16 |Ministry of Public Security - 2 - - - - 2
17 [Ministry of Sports and Youth Affairs 1 1 - - - - 2
18 |Ministry of Technology I 1 1 - - - 3
19 [Ministry of Transport and Highways 7 3 6 2 - 3 21
20 {Ministry of Urban Development and Housing 5 2 - - 2 1 10
21 [Ministry of Water Supply and Estate Infrastructure Development 2 |31 19] 2 - 11 68
22 [Ministry of Women, Child Affairs and Social Empowerment - - - 1 - - 1
23 [National Audit Office of Sri Lanka - - - 1 - - 1
Total S1 |51 |4 )19 16 | 26 224
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