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I. PROJECT DESCRIPTION 

A. Rationale  

1. Colombo Port is a gateway to Sri Lanka and the Indian subcontinent ports for freight 
transport. The port has several natural advantages: it has a well-protected deep water harbor 
and is located on the east–west trunk route from Asia and the Pacific to Europe and the United 
States. It serves as a transshipment hub for South Asia. At appraisal, Colombo Port handled 
95% of Sri Lanka’s total international trade and 70% of Colombo’s container transshipment 
traffic to and from the Indian subcontinent.  
 
2. Colombo Port has faced increased competition from other transshipment ports. Other 
ports such as Dubai, Singapore, Salalah, and Tanjung Pelepas have accommodated the latest 
generation of large containerships. Between 1997 and 2000, the volume of containers handled 
in Colombo port stagnated at an annual average of 1.7 million twenty-foot equivalent units 
(TEU). Traffic then increased and, by 2006, Colombo Port handled 3.08 million TEU annually.  
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3. The port had a depth of only 15 meters and could not accommodate large 9,000 TEU 
vessels. It had no spare capacity to compete for a larger share of the Indian subcontinent 
transshipment market. The total transshipment market at appraisal was 6 million TEU and was 
forecast to grow 8% annually. The combined container capacity of all the facilities at Colombo 
Port was only 4 million TEU. As Sri Lanka’s own exports and imports were also expected to grow 
rapidly, Colombo Port was expected to exhaust its full capacity by 2010. Without an increase in 
its capacity, the port would become unattractive to shipping lines that required guaranteed 
capacity before deciding to adopt the port as a transshipment hub. Another reason why Colombo 
port lacked efficiency in comparison to other major transshipment ports catering to Indian 
subcontinent traffic was that it was state-owned, lacking private sector drive and initiative.  
 
4. An efficient port system is key to improving country competitiveness and helps attract 
investment. A modern and competitive transshipment hub would allow Colombo Port to attract a 
larger number of vessels, achieve economies of scale, and thus, lower freight charges. This 
would help to bring additional foreign exchange to the country and encourage the growth of 
ancillary industries, e.g., ship chandlery and bunkering, and generate employment opportunities. 
The strategy of the Asian Development Bank (ADB) is also to encourage public–private 
partnerships (PPPs) in the ports sector as a part of its efforts to implement the landlord port 
model1 to increase efficiency.  

B. Expected Impacts, Outcomes, and Outputs  

5. The expected impact of the project was to improve the competitiveness and efficiency of 
Colombo Port. A PPP was expected to attract investors to operate at least one (or more) of the 
new port terminals. The expected outcomes were as follows: (i) reduced transport costs for 
exporters, (ii) increased transshipment container volumes handled by Colombo Port, and  
(iii) increased container-handling capacity of Colombo Port. The expected outputs were  
(i) completion of dredging, reclamation, and breakwater construction; and (ii) completion of the 
south container terminal (SCT).  
 
6. The design and monitoring framework (DMF) was prepared in February 2007. The 
project revised its framework allegedly because of the new DMF guidelines issued by ADB in 
July of the same year. In consultation with the government, a revised framework was approved 
in November 2012. The impact statement changed from “Improve Sri Lanka’s competitiveness in 
the ports sector using public–private partnership” to “Improved ports sector performance.” The 
outcomes changed from (i) reduce transport costs for exports; (ii) increase transshipment 
container volume handled by Colombo Port; and (iii) increase container-handling capacity of 
Colombo Port  to “improve capacity at Colombo Port.” The revised outcome of improved capacity 
at Colombo Port appears more like an output rather than an outcome, since the revised outcome 
is automatically achieved once construction works have completed. The outcome should 
represent how the infrastructure is used effectively.  
 
7. There were two major outcomes of the project: (i) to increase port capacity as well as 
efficiency, and (ii) to increase port competitiveness in the region particularly for the transshipment 
market. It is difficult to judge whether the objectives were achieved from the revised outcome and 
the revised impact. The output completion targets were also extended (i) from June 2010 to  
April 2012 for completion of the harbor infrastructure works (HIW) and (ii) from October 2010 to 
April 2014 for operation of the SCT. This validation adopted the original DMF for the evaluation.  
 

                                                
1  The landlord model is one where the state owns the port infrastructure but a private concessionary runs the port 

operations. The private concessionaire would pay a fee to the government for the use of the infrastructure. 
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C. Provision of Inputs  
 

8. At appraisal, the project cost was estimated at $781 million, with (i) the public investment 
component estimated at $480 million, including taxes and duties of $49.70 million and a base 
cost of $331.20 million, and (ii) the private investment component estimated at $301 million. ADB 
approved a loan of $300 million on 27 February 2007 from ADB’s ordinary capital resources to 
finance 38.5% of the total project cost. The remaining $180 million and $301 million equivalent 
were to be funded by the borrower and the private sector, respectively.  
 
9. The actual project completion cost for the public sector investment component was 
$420.99 million, about $59.01 million less than the appraisal cost of $480 million. ADB financed 
$300 million of that amount and the government financed $120.99 million. The actual cost for the 
private sector component, however, increased to more than $500 million compared with the  
$301 million estimated at appraisal. The project completion report (PCR) noted that this was due 
to price escalation and an expedited schedule of construction.  
 
10. At appraisal, the estimated cost for consulting services for the public infrastructure 
component was $12.70 million. The PCR indicated that $9.01 million was used for consulting 
services. The consultants supervised the implementation of the project including the provision of 
(i) adequate guidance to the contractor to ensure completion of the project’s design 
specifications, and (ii) instructions to the contractor to clarify design and make changes in 
accordance with employer requirements. The PCR did not provide how many person-months 
were needed or utilized for consulting services.2 The PCR rated performance of the consultants 
satisfactory. 
 
D. Implementation Arrangements  
 
11. The Ministry of Ports and Aviation (MPA) was the executing agency for the project, and 
the Sri Lanka Ports Authority (SLPA) was the implementing agency. The project implementation 
unit established earlier under the Colombo Port Efficiency and Expansion Project was continued 
for project management and was in charge of preparing quarterly and annual project monitoring 
and progress reports.3 An interministerial project steering committee, chaired by the secretary of 
the MPA was established to oversee the project and coordinate issues related to project 
implementation. A construction supervision consultant acted as engineer’s representative 
supported by assistant resident engineers.  
 
12. There were three amendments to the loan covenants during project implementation. In 
May 2008, ADB approved an amendment to the loan covenant, which waived a condition of the 
loan suspension in the event of the build–operate–transfer (BOT) concession not being awarded 
within 18 months after loan effectiveness. ADB also approved a minor change in loan covenants 
to raise the SLPA’s maximum shareholding limit from 15% to 22%, although the additional range 
was not actually utilized. Last, ADB also approved an amendment to the loan covenants in May 
2012, which enabled SLPA to develop part of the east container terminal. The original loan 
agreement stated that the first two of the three terminals on the new breakwater would be 
developed by private operators. The change in the agreement allowed SLPA to develop an 
additional terminal to expand port capacity in response to increased demand for port services.  
 
                                                
2  However, the report and recommendation of the President (RRP) indicated that about 150 person-months of 

international and 1,250 person-months of national consulting inputs were required. The RRP also indicated that 
consultants were to be recruited using single-source selection procedures (RRP, para. 33). 

3  ADB. 2011. Technical Assistance to Sri Lanka for the Colombo Port Efficiency and Expansion Project. Manila 
(Loan 1841-SRI, for $10 million). 
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II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

13. The PCR rated the project relevant. Enhancement of capacity and efficiency of Colombo 
Port was in line with the government’s Mahinda Chintana national policy that set out the vision for 
the ports sector. It was also aligned with ADB’s strategy for the ports sector on the premise that 
an efficient port system is key to increasing Colombo Port’s international competitiveness in the 
region and in increasing Sri Lanka’s share of the transshipment market and bringing significant 
economic benefits to the country. The project was thus intended to increase the port’s 
infrastructure capacity through public investment and increase efficiency by introducing a 
landlord status of the SLPA and entrusting construction and operation of the SCT to the private 
sector.  
 
14. At appraisal, the project was categorized as environmental category A. The 
environmental impact assessment identified environmental impacts as mainly related to 
dredging and reclamation works. While impacts were predicted to be insignificant, continuous 
monitoring especially during construction was expected to be carried out to avoid unexpected 
impacts and provide remedial measures if necessary. The environmental impact assessment 
did not predict any impacts on the livelihood of fisherfolk operating near the SLPA facility. An 
environmental monitoring plan was developed to provide guidance to minimize potential 
adverse environmental impacts, and adequate funding was allocated to implement these plans. 
The project implementation unit’s environmental engineering and coastal engineering sections, 
as well as the environmental monitoring committee were to be responsible for implementing 
these plans. 
 
15. The project had two components: (i) improved harbor infrastructure, and (ii) south 
container terminal construction through a BOT contract. The PCR indicated that the design 
required three changes in the loan conditions during implementation (para. 12). The PCR 
considered that these changes could not have been foreseen and, hence, should not be viewed 
as design deficiencies. Considering the high complexity of BOT projects, these changes were 
considered to be moderate. Based on this consideration, and because the project was fully 
aligned with the national policy and ADB’s strategies, the project is rated relevant. 

B. Effectiveness in Achieving Project Outcomes and Outputs 

16. The PCR rated the project effective on the basis that (i) the outcome targets were 
achieved, as completion of the SCT in 2014 boosted the container-handling capacity at Colombo 
Port to 7.05 million TEU, thereby exceeding the performance target of 6.9 million TEU by 2014; 
and (ii) the output targets were achieved, as the public sector component of the HIW was 
completed by April 2012 and SCT started operation by April 2014. 
 
17. There were two major outcomes of the project:  to increase capacity as well as efficiency 
of the port; and to increase port competitiveness in the region particularly for the transshipment 
market. The outcome indicator that represents efficiency improvement was not included in the 
report and recommendation of the President (RRP) or the PCR. Ship waiting time and ship 
turnaround time are commonly used to measure the efficiency of ports. This validation collected 
these data and found that both ship waiting time and ship turnaround time improved significantly 
particularly after improvement of the waterways in 2012 and the opening of new terminals in 2013 
and 2014 (see Appendix 1). This validation presumes that capacity and efficiency were both 
improved by the project after 2012 and, at the same time, handling transport volumes, including 
transshipment container volumes, increased at a high growth rate. 



5 

 
18. There were two outcome targets at appraisal.4 The first target was to increase export 
container traffic handled by Colombo Port by 9.5% per annum starting in 2011; the actual increase 
from 2011 to 2015 was 4.1% per annum. However, since new container terminals started to 
operate from August 2013 (at appraisal, they were expected to start operation in 2010), it would 
be more appropriate to measure the increase rate from 2013, which was 8.7% per annum. This 
validation notes that this outcome was, therefore, achieved. For the second target, the 
transshipment container volumes handled by Colombo Port increased by 6.1% per annum from 
2011 to 2015 compared with the original target of 8%. Nevertheless, the increase rate was 10.6% 
from 2013 to 2015 and, thus, this validation notes that this outcome was also achieved. 
  
19. An environmental management plan was prepared and implemented for mitigating 
adverse impacts. The SLPA ensured compliance by strictly implementing the environmental 
management plan and conducting regular monitoring and coordination activities. In one of the 
seven review missions fielded by ADB, a few environmental inadequacies were identified. These 
were immediately addressed and reflected in the succeeding semiannual report. Challenges 
encountered include suspended sediment from dredging, reclamation and breakwater 
construction, ground vibration from blasting, coastal erosion, and disturbance of fishing activities. 
Although these impacts had been anticipated in the environmental impact assessment, 
differences in their scale and location rendered the mitigation measures inadequate, particularly 
in combating shore erosion. For example, serious coastal erosion brought by the change in 
hydrographic pattern because of the construction of the temporary breakwater challenged SLPA 
to minimize the impacts on the nearby coastal community by establishing revetment, groynes, 
sandbags, and geotubes to protect eroded areas. Close cooperation between SLPA, the 
contractor, the construction supervision consultant, and pertinent government agencies like the 
Coast Conservation Department, the Central Environmental Agency, and the Geological Survey 
of Mines Bureau allowed the expedient and efficient resolution of these impacts. The 
government through SLPA effectively addressed these challenges and brought the construction 
activities back into environmental compliance by implementing additional mitigation and 
compensation measures.  
 
20. Based on the above analysis, the project is assessed effective.  

C. Efficiency of Resource Use in Achieving Outcomes and Outputs  

21. The PCR rated the project efficient. It reestimated the economic internal rate of return 
(EIRR) at 13.3%, which was lower compared with the 17.8% EIRR calculated at appraisal, but 
exceeded the social opportunity cost of capital. The PCR estimated the EIRR based on the 
following assumptions: (i) capital cost and operation and maintenance cost are the total cost; (ii) 
inclusion of cost saving on account of avoiding feeder shipping and supplementary revenues from 
transshipment dues; and (iii) without the project, the port would lose all transshipment traffic, 
hence, the entire transshipment traffic was attributed to the project.  
 
22. There are weaknesses in the EIRR methodologies used in the PCR.  First, while the cost 
only included new investments, the PCR included benefits accrued not only by new investments 
but also by the existing infrastructure. Second, additional revenues from transshipment may be 
overestimated in the PCR. For example, the revenue is estimated 60% higher in 2020 and 50% 
higher in 2025 than those at appraisal. But the transshipment container volume is only 14.9% 

                                                
4  There were three outcomes at appraisal, but one is increased capacity of Colombo Port. This is an output rather 

than an outcome in infrastructure projects since this outcome target is nearly automatically achieved if outputs are 
achieved, and thus this validation excluded the increased capacity from outcome evaluation. 
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higher than the appraisal estimate in 2015. Third, the methodology for calculating cost saving is 
not clear. This validation suggests that time saving benefits by reducing ship turnaround time and 
cost saving benefits by using large vessels in the transshipment traffic may be a more reliable 
measure of cost–benefit analysis. No sensitivity analysis was provided in the PCR and the EIRR 
is likely to be lower than 12%, which is the threshold of achieving economic viability. 
 
23. In process efficiency, the completion of the project was delayed by nearly 2 years from the 
appraisal target, the operation of the SCT was delayed by about 3 years and a half from the 
appraisal target, and there was a significant cost overrun, which led to a 14% increase in civil 
works costs (PCR, para. 15).  The contract for HIW was signed in March 2008 and construction 
commenced in April 2008. The HIW was completed in April 2012, against the appraisal target 
date of June 2010. Operation of SCT commenced in August 2013, while it was expected in 
October 2010 at appraisal. Five bidders had submitted bids for the BOT concession by June 
2007, but no bidder was selected for the first bid.5 In the second round, only one bidder was 
selected and the contract was finalized in August 2011. Based on the likelihood of a lower EIRR 
and the process inefficiencies described above, the project is assessed less than efficient. 
 
D. Preliminary Assessment of Sustainability  
 
24. The PCR rated the project likely sustainable. At completion, the financial internal rate of 
return (FIRR) was estimated at 12.1%, exceeding the weighted average cost of capital (WACC) 
of 4%. This was higher than the 11.1% FIRR estimated at appraisal. The PCR incorrectly stated 
that the higher FIRR is due to the expedited construction schedule and the early opening of the 
SCT. 
 
25. Detailed explanation of the FIRR calculation and results was not provided other than the 
fact that the methodology was consistent with the methodology at appraisal. The original design 
documents conducted the FIRR calculation for both the SLPA and the first terminal operator, but 
on completion it was calculated only for the SLPA. The main concern is that there is no 
explanation as to what percentage of income of the port is attributed to the project. In other 
words, revenues without the project should be deducted by the revenues in the FIRR 
calculation. Another concern is that the recalculated FIRR increased despite (i) the capital cost 
increasing more than 12% compared with the appraisal, and (ii) the delayed opening of the 
terminal. Whether the actual traffic is above the estimate is not clear since the RRP did not have 
forecast data for total traffic. While the PCR forecast 5%–9% growth of container traffic starting 
from 2014, total container traffic increased only 4% in 2015. The sensitivity analysis at appraisal 
shows that a 10% increase in capital costs and a 10% decrease in traffic will reduce the FIRR to 
10.7% and 10.0%, respectively. The total handling capacity was 3.3 million TEU at appraisal 
and at completion it became 7.2 million TEU. Given that half revenues are not supposed to be 
attributed to new investments, the FIRR is likely to be slightly above 4% for the WACC. In 
general, ports development will not create new demand for domestic cargo unless port capacity 
is constrained. In this project, the key to increasing traffic is to gain the market for transshipment 
cargo. In this sense, it is promising that the transshipment cargo volumes have been 
significantly increasing since the opening of the terminals. Thus, this validation estimates that 
the FIRR is likely to be higher than the WACC. 

 
26. The PCR indicated that SLPA significantly improved the operational efficiency of its 
terminals, enabling it to compete effectively with privately operated terminals and, thus, 

                                                
5 The first round of bids was canceled following a Cabinet memorandum requiring that the tender committee consider 

national interest along with technical and financial aspects. The revised bidding attracted only one bidder (PCR, 
para. 24).   
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institutional sustainability is generally strengthened. Although the PCR did not provide 
information, ship waiting time and ship turnaround time have decreased steadily (Appendix 1). 
These figures well illustrate that the Colombo Port has been accumulating a higher capacity to 
manage large volumes of cargo more efficiently. Given the various issues mentioned above, the 
project is assessed likely sustainable.    

E. Impact  

27. The PCR rated the project’s impact significant. The expected impact was to “improve Sri 
Lanka’s competitiveness in the ports sector using PPP.” However, this was changed to “improve 
ports sector performance,” measured by container traffic in 2017. This validation views that the 
indicator is not appropriate for the impact and is regarded as the outcome. Hence, this validation 
evaluates the impact by the appraisal impact indicators as given below.  
 
28. The RRP set up two impact indicators. One is that the direct contribution of port sector to 
gross domestic product would increase by 0.1% by 2015. The RRP estimated that the direct 
payments generated by transshipment traffic alone were expected to be equivalent to 0.1% of 
gross domestic product. Since the PCR did not state the direct payments by transshipment 
traffic, it is not clear whether the target is achieved. However, since the transshipment traffic in 
2015 was 14.9% higher than the appraisal forecast, this validation regards that the target was 
achieved. Another indicator for impact is that foreign direct investment in the ports sector 
increases by approximately $800 million by 2024. According to the estimate in Table A7.2 in the 
PCR, it was achieved. 6 
 
29. The PCR should have described the present position and international competitiveness 
of Colombo Port in the region. For example, the share of Colombo Port in the transshipment 
market is important. As the transshipment volumes in Colombo Port have been increasing since 
the opening of the terminals, this validation presumes that the impact is significant. 

 
30. Socioeconomic benefits are also an important impact to be assessed. The PCR 
indicated that 2,381 jobs were created during the implementation, while 1,950 jobs were 
estimated to be created at appraisal. Since Colombo Port was extended, jobs at the port and 
related to the port must have been created.  
 
31. According to the PCR, SLPA fulfilled its obligation during construction to protect the 
environment and implemented mitigation measures that minimized adverse impacts. No 
sensitive ecosystem or habitat was affected and the general environmental quality of project 
impact areas has returned to baseline condition. The initial operation of the terminal had 
insignificant impact on the ambient environment with the implementation of the environmental 
provisions of the concessionaires’ agreement, environmental plan, and compliance with 
domestic environmental laws being supervised by SLPA. Thus, the PCR indicated that the 
project did not result in adverse environmental impacts. However, Appendix 8 of the PCR 
indicated that one of the four covenants on environmental protection is partially complied with, 
while Appendix 6 of the PCR indicated that these four covenants were all complied with. It is not 
clear what actually took place. Further, management of water disposal is key to mitigating 
environmental impact in dredging, but no clear actions to be taken in the management of waste 
disposal were identified under the project (PCR, Appendix 8, para. 26). This validation is 
concerned with the consistency of the PCR although environmental protection is presumed 
generally well managed. 

                                                
6  If the impact indicator adopted in the PCR is used for evaluation, the container traffic increased only 4% in 2015 

while 5% growth was the target. It is thus pessimistic to achieve the target. 
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32. The PCR indicated that there was no negative impact through land acquisition and 
resettlement. No land was required by either the government or the private sector. The project 
had no impact on indigenous peoples. There was also no analysis of gender issues in the PCR. 
Environmental impact is generally acceptable. The project impact is satisfactory. 7 

III. OTHER PERFORMANCE ASSESSMENTS  

A. Performance of the Borrower and Executing Agency 

33. The PCR rated the performance of the borrower and the executing agency satisfactory. 
It noted that (i) the MPA closely coordinated and regularly monitored project progress and that 
SLPA monitored the works by contractors and the construction supervision consultants, 
preparing the required monthly and quarterly progress reports; and (ii) the effective coordination 
among SLPA, the consultant, and the contractor contributed to substantial recovery in progress 
and completion of the project. Based on this, this validation assesses the performance of the 
borrower and the executing agency satisfactory. 

B. Performance of the Asian Development Bank  

34. The PCR rated ADB’s performance satisfactory. The project was administered and 
supervised from ADB headquarters. During implementation, ADB provided substantial guidance 
and support to the government and SLPA and conducted 11 review, consultation, and 
administration missions.  ADB missions provided timely advice on the project’s technical issues. 
ADB was closely involved in identifying potential problems and in resolving safeguard issues. 
This validation, however, notes that the DMF was poorly revised during implementation. The 
impact and the outcome targets as well as those related to outputs could have been better 
specified. On the whole, ADB’s performance is rated satisfactory. 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings  

35. The project is rated overall successful. The project was well aligned with national 
economic interests. As Sri Lanka is an island country located on a busy shipping route, its ability 
to provide modern port services is essential. In addition, the outcome of increasing container 
throughput was well supported through the related outputs of improved port infrastructure 
facilities, and so the project was relevant to tackling the development constraints. The project 
was assessed effective as outcome targets were achieved and related outputs were delivered. 
The project was rated less than efficient given the relatively poor implementation process 
efficiency. Nevertheless, given the increased container-handling volume, the project is 
considered likely sustainable and its impact satisfactory due to the port’s role in the 
transshipment market. 
 
 

                                                
7  Beginning May 2016, the Independent Evaluation Department adopts the ratings terminology of the April 2016 

Guidelines for the Evaluation of Public Sector Operations on development impacts. In this terminology, a 
satisfactory rating coincides with the significant rating that was used before. 
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Overall Ratings 

Criteria PCR IED Review 
Reason for Disagreement and/or 

Comments 
Relevance Relevant Relevant  
Effectiveness in 
achieving outcome 

Effective Effective   

Efficiency in achieving 
outcome and outputs 

Efficient Less than 
efficient  

Project implementation incurred 
significant time and cost overruns. The 
methodology of calculating the EIRR is 
skeptical and the assumptions are too 
optimistic (see paras. 21–23).  

Preliminary assessment 
of sustainability 

Likely 
sustainable 

Likely sustainable  

Overall assessment Successful Successful   
Impact Significant Satisfactory   

Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Less than 

satisfactory 
Refer to para. 40. 

ADB = Asian Development Bank, EIRR = economic internal rate of return, IED = Independent Evaluation 
Department, PCR = project completion report. 
Note: This report uses the ratings terminology of the April 2016 Guidelines for the Evaluation of Public Sector 
Operations.  
Source: ADB Independent Evaluation Department. 

B. Lessons  

36. Generally, ports have three physical functions: (i) sufficient and safe waterway and ship-
turning basin, (ii) quay and wharf including loading and unloading facilities, and (iii) shipyards 
connected to land transport. The RRP pointed out the need to avoid the imminent capacity 
constraint of the Colombo Port as the rationale of the project. It thus proposed (i) investments in 
waterway and container-handling equipment, and (ii) enhancement of efficiency through PPP 
arrangements. However, more detailed bottlenecks of the port in the three functions should have 
been identified at appraisal. It is now difficult to review what functions were improved effectively. 
Balanced investments in three functions are essential for port business, but it is not clear how the 
project achieved the enhancement of capacity and efficiency. 
 
37. The project aimed at establishing the landlord status of the SLPA and entrusting the 
operation to the private sector to improve efficiency. This validation views that this is a right 
direction and many port projects in the world are taking or try to take the same approach. 
However, as witnessed by many port projects, it is a challenging approach. To mitigate a risk to 
the project, the loan covenant stipulated a specific clause that selection of a successful bidder for 
private concessionaire was a condition of loan effectiveness, but it was amended and breakwater 
construction was commenced without prior selection of the private concessionaire. The PCR 
neither evaluated whether the condition was needed nor stated how the project was affected by its 
waiver. It will yield important lessons if we follow up the result of waiving these risk-taking 
measures.  
 
C. Recommendations for Follow-Up  
 
38. Full operation of the port just started in 2014. It will be very important to follow how the port 
is used and how the private sector operation contributed to the port’s improved efficiency. 
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Performance evaluation on the PPP component is particularly limited in the PCR and thus a 
comprehensive review of the performance is needed.  
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Evaluation Design, Implementation, and Utilization 

 
39. The objectives of the project were to improve capacity and efficiency of the port, and to 
increase the competitiveness of the port to be a regional hub in the transshipment and the 
domestic market. The major outcomes should have been increased transshipment and domestic 
traffic and increased efficiency of the port. The RRP set up outcome targets for export and 
transshipment container traffic. These are acceptable targets since import container traffic 
depends on domestic demands. However, the RRP should have included the efficiency targets for 
the port and an indicator showing removal of capacity constraints. In 2012, the outcome targets at 
appraisal were changed to container-handling capacity. It suggested a situation that if the 
construction of the project is successful, the project automatically achieves this outcome target. 
The only information that can be obtained from the PCR is that the container-handling capacity of 
6.9 million TEU in 2014 is higher than the actual traffic volume of 4.9 million TEU in 2014. 
Therefore, this validation views that the poor revision of the DMF contributed to poor evaluation of 
the project. 

B. Comments on Project Completion Report Quality 

40. The PCR quality is rated less than satisfactory. The main shortcomings are the following: 
(i) the whole picture of Colombo Port development and the project scope are not clear,  
(ii) analysis of impact and outcomes is of poor quality (with limited information as to how major 
objectives of the project were achieved), (iii) methodologies for calculating the EIRR and the 
FIRR are not clear and the assumptions are too optimistic, (iv) key figures for traffic are not 
presented compared with the estimates, and (v) there are some inconsistencies among the 
main text and appendixes of the PCR.  

C. Data Sources for Validation 

41. The data sources used for this validation included the RRP, the PCR, loan review 
mission reports, minutes of the management review meeting and the staff review meeting, the 
PCR consultant’s report, the government PCR, and inquiry through the Sri Lanka Resident 
Mission.  

D. Recommendation for Independent Evaluation Department Follow-Up 

42. The PCR recommended that a project performance evaluation be conducted in 2020 or 
later. Since the PCR did not provide sufficient information to evaluate the project, this validation 
recommends that a project performance evaluation report be conducted in the middle of 2017 or 
later, when at least 2 years of traffic data are available after the full opening of the south 
terminal in April 2014. 
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Appendix 1 

Graph 1: Ship Waiting Time (hours) of Container Terminals in Port of Colombo 
(2010–2015) 

 
CICT = the Chinese Terminal in the ADB-Funded Port, JCT = the Government-Owned Terminal, SAGT = South 
Asia Gateway Terminal, the first public–private partnership. 

 
Graph 2: Ship Turnaround Time (hours) of Container Terminal in Port of Colombo  

(2010–2015) 

 
CICT = the Chinese Terminal in the ADB-Funded Port, JCT = the Government-Owned Terminal, SAGT = South 
Asia Gateway Terminal, the first public–private partnership. 
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JCT 6.7 3.51 2.23 1.25 0.99 0.95
SAGT 13.3 8.5 8.4 4.6 3.6 0
CICT 0 0 0 0 0 3.5
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