
Railway Efficiency Improvement Project (RRP SRI 49111) 
 

RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Rating Mitigation Measures  Responsibility 

A. Technical 

1. New sector and 
executing agency 
result in 
implementation 
delays in the 
initial phases. 

M ADB has a good track record in the road and ports 
subsectors in Sri Lanka. However, this project is the 
first physical intervention in the railway sector. 
Additional support from ADB staff, staff consultants, 
consultants under ongoing projects, and consultants 
under the proposed project is therefore required to 
successfully implement the project. The project 
implementation period schedule includes sufficient time 
for capacity building and support for the executing 
agency. The PMU is taking advance actions to ensure 
implementation readiness, with the objective of 
awarding the goods, contracts, and all consulting 
services within 1 year from loan approval. 

PMU 

2. New technologies 
and resistance to 
change delay 
implementation 
and 
effectiveness. 

H Since the 1960s, SLR has made limited investments to 
adopt new technologies. Its labor force requires 
adequate training to ensure successful adoption of 
modern technologies in planning, operation, 
maintenance, and administration. The project will 
support the modernization of the technical training 
center of SLR and was designed to support all 
subdepartments of SLR. 

SLR, PMU 

3. Low project 
readiness delays 
implementation in 
the initial phases. 

M To minimize implementation delays, detailed design 
and procurement were prepared under ongoing 
projects, and advance actions were started in May 
2018 for the recruitment of consultants and in 
September 2018 for procurement of the 
telecommunication and ticketing packages. 

PMU 

4. Coordination of 
infrastructure 
development 
activities is 
limited.  

L The project was prepared in consultation with 
stakeholders through the PMU and MOTCA, including 
the Road Development Authority, the Urban 
Development Authority, and the Ministry of Megapolis 
& Western Development. 

MOTCA, 
PMU, ADB 

B. Economic and Financial 

5. Reduced 
economic growth 
results in 
passenger 
ridership below 
traffic forecasts. 

L While the risk of prolonged economic downturn 
remains low, it cannot be mitigated by the project. 
Railway fares remain attractively low, which is 
expected to maintain a high level of demand. 

MOTCA 

6. Financial 
sustainability is 
uncertain due to 
high external 
debt.  

S Sri Lanka’s debt service repayments are expected to 
significantly increase during 2019–2027. The grace 
period of the loan is expected to be increased to 8 
years to assist with the sustainability of Sri Lanka’s 
outstanding debt repayments. 

MOF 

http://www.adb.org/Documents/RRPs/?id=49111-005-3
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7. Maintenance is 
inadequate due 
to insufficient 
budgetary 
allocation.  

H The government has consistently provided sufficient 
budget to cover the operational expenses of SLR, 
which is a department under MOTCA. Railway fares 
were increased by 15% on 1 October 2018, and the 
Asian Development Bank is supporting the preparation 
of a tariff formula. The project will assess the 
development of additional revenue streams through 
land value capture. 

In the context of a tight fiscal space, budgetary support 
to SLR has been strong, and the budget for recurrent 
operating expenses increased by 5.3% annually, in real 
terms, during 2012–2018. The life-cycle incremental 
recurrent costs of the physical components of the 
project are estimated at $4.9 million annually, or 2.3% 
of the overall budget of SLR, which represents a high 
sustainability risk, particularly for goods and equipment 
that account for 73% of recurrent costs. To assist with 
maintenance liabilities, contracts for goods and 
equipment will include up to 8 years of warranty and 
maintenance by the private sector.  

The government’s strategy also aims to ramp up 
investments to modernize SLR and increase its 
operational efficiency, maintenance capacity, and 
financial performance. ADB is supporting the 
preparation of a railway master plan, which will prepare 
an institutional development plan, identify and prioritize 
investments, support the preparation of a tariff formula, 
and develop passenger and freight operational and 
commercial strategies to improve the financial 
sustainability of SLR. The master plan is expected to 
be completed in December 2019.a 

MOF, 
MOTCA, 
SLR 

C. Governance 

8. The release of 
counterpart funds 
is delayed. 

H ADB will finance 100% of the capital expenditures for 
works, goods, equipment, and consulting services. 
ADB will also finance taxes and duties for consulting 
services. The government will only finance 
contingencies and taxes and duties for works, 
equipment, and goods through tax exemption. This will 
ease the government’s financial burden and ensure 
adequate cash flow during implementation. 

MOF, 
MOTCA 

9. Staffing is 
insufficient and 
internal 
accounting, 
auditing, and 
reporting 
procedures are 
inadequate. 

M The project will support a pilot project, most likely in 
accounting, to help increase transparency and data-
based decision-making, before deploying larger-scale 
enterprise resource planning system to computerize 
accounting and reporting. 

SLR, PMU 
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10. The procurement 
unit is 
understaffed and 
has insufficient 
experience in 
ADB project 
procurement.  

M The substantial number of works, equipment, and 
consulting services packages require adequate 
resources for project preparation, bid evaluation, and 
implementation. The PMU is supported by project 
implementation consultants to fill gaps, as necessary, 
and by individual consultants engaged by ADB and the 
PMU to handle the technically challenging packages 
(telecom and ticketing).  

PMU 

11. Contractors do 
not perform as 
intended.  

M The risk of nonperforming contractors is rated low to 
medium for international contractors and high for 
national contractors. A large majority of the packages 
will be tendered out on an international competitive 
bidding basis, and qualification criteria are included in 
the bidding documents for civil works to qualify 
contractors with no historical nonperforming contracts. 

PMU 

12. Procurement 
transparency and 
monitoring 
mechanisms are 
lacking. 

L SLR is familiar with ADB requirements. All procurement 
for ADB financing will follow ADB procurement 
guidelines and procedures. ADB will closely monitor 
the procurement process to uphold due diligence, and 
MOTCA and the PMU will disclose information 
concerning the project and business opportunities 
associated with the project on their respective 
websites.  

PMU 

D. Safeguards 

13. The PMU has 
limited 
experience.  

M Established under MOTCA, the implementing agency 
has been implementing part of the Transport Project 
Preparatory Facility, but has limited experience in 
overall implementation of ADB-financed projects.b The 
proposed project aims to minimize social and 
environmental impacts. Staff training and workshops 
will be conducted in close coordination with the PMU to 
strengthen internal and external capacity, notably with 
regard to social and environmental safeguards for the 
implementation of future projects.  

ADB, PMU 

H = high, S = substantial, M = moderate, L = low. 
ADB = Asian Development Bank, MOF = Ministry of Finance, MOTCA = Ministry of Transport and Civil Aviation, PMU 
= project management unit, SLR = Sri Lanka Railways. 
a ADB. Sri Lanka: Railway Master Plan. 
b ADB. Sri Lanka: Transport Project Preparatory Facility.  
Source: Asian Development Bank. 

https://www.adb.org/projects/51108-001/main
https://www.adb.org/projects/44350-013/main

