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I. THE PROPOSED PROJECT 

1. The Government of Sri Lanka requested the assistance of the Asian Development Bank 
(ADB) to support the improvement of the railway sector of Sri Lanka. The project will finance high-
impact subprojects to modernize the railway network of Sri Lanka by improving the operational 
efficiency, maintenance capacity, safety, skills development, and implementation capacity of Sri 
Lanka Railways (SLR). The project will (i) improve the operational efficiency of the railway network 
by addressing key operational bottlenecks with the modernization of the telecommunication, 
ticketing, operations headquarters, and train control center systems; (ii) upgrade the railway 
workshop at Ratmalana, and procure rolling stock and track maintenance equipment; (iii) improve 
railway safety mainly through the construction of housing blocks to support the future resettlement 
of informal dwellers, and the improvement of the Colombo Fort and Maradana stations; (iv) 
upgrade the Sri Lanka German Railway Technical Training Center; and (v) support project 
implementation capacity and readiness. 
 
2. The project will promote inclusive economic growth by improving the efficiency and 
sustainability of the railway network, which will contribute to expanding the market share of railway 
transport, mitigating the impacts of road congestion, and supporting the development of 
competitive services and industries in Sri Lanka. The project will be supported by an attached 
technical assistance (TA) that will strengthen SLR’s management information systems (MIS) and 
asset management capacity. 
 

II. THE TECHNICAL ASSISTANCE 

A. Justification 
 
3. Context. The Department of Sri Lanka Railway, established in 1858 as Ceylon 
Government Railway, ran its first train in 1864 to transport coffee from the hill districts of Sri Lanka 
to the port of Colombo. It owns and operates the railway network under the name Sri Lanka 
Railways (SLR) and is administratively set up as a department under the Ministry of Transport & 
Civil Aviation (MOTCA). The legal framework under which SLR operates is primarily based on the 
Railway Ordinance of 1902. Most of the infrastructure is old and has not been modernized in 
recent decades; the original mechanical interlocking systems procured in 1902 continue to be 
used on the Kelani Valley line in suburban Colombo. 
 
4. Operations. The current operating procedures of SLR are consequently heavily 
influenced by historical considerations. Automation is very limited, and most planning, operating, 
and recording activities are carried out manually. Paper tickets are printed at SLR headquarters, 
and typesetters must manually arrange the letterpress blocks for the 60,000 ticket combinations 
frequently requested. Physical tickets are then sent by train to each station. Once purchased by 
passengers, daily ticket sales are then manually logged (handwritten) by ticket type and 
destination at each station, and revenues and records are sent by train back to the headquarters. 
Revenues are then coded in a database, and summary reports are generated on a monthly basis. 
The overall process requires a very significant workforce for printing, dispatching, writing, and 
coding, and is therefore prone to error. 
 
5. Accounting. Revenue is analyzed by station and ticket type. Recurrent and capital 
expenditures are analyzed by subdepartment and account code. SLR is funded by budgetary 
support from the government, and operation revenues of SLR accrue to the Treasury Operations 
Department of the Ministry of Finance. However, with an operating ratio of 2.17 as of 2017, SLR 
is de facto heavily subsidized, but also underfunded, by the government. There are no formal 
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arrangements for public service obligations, and the budget requested by SLR is largely 
independent of operations. SLR does not receive any public service obligation payments for the 
noncommercial services that it provides. 
 
6. Under its current organization, SLR’s accounting records do not provide its managers with 
a clear overview of day-to-day operations. Accounting is on a cash basis, prepared at the 
subdepartment level (e.g., way and works, maintenance divisions, planning, and administration) 
and summarized at the department level. Income statements, cashflow statements, and balance 
sheets cannot be prepared given the low automation. Almost all data collection and analysis are 
carried out manually and there is a pressing need for computerization, starting with the 
establishment of an MIS.1 The MIS would capture all financial data and relevant operational data 
to provide (i) financial accounting reports suitable for making the required statutory and 
government submissions, and (ii) management accounting reports on profitability and variances 
between actual and budgeted or planned performance. 
 
7. Business procedures mapping. International good business practice is to structure a 
rail entity into separate business units, such as passenger and freight, each of which comprises 
a set of profit centers into which all related revenues and costs are aggregated. Each profit center 
should bear all its related direct costs, which should include maintenance, depreciation, and an 
allocation of indirect costs. Support functions, such as finance and human resources, normally 
remain as cost centers. While this may represent a target organizational structure for SLR, it is 
unlikely to be achieved in the short or medium term in the current institutional framework. A more 
realistic shorter-term target is to build on the existing service groupings (suburban, local, long-
distance, and railbus), where recurrent expenditures are subdivided between variable and fixed 
operating and infrastructure costs, and then to aggregate revenues and direct operating costs by 
type of train service to assess their profitability. Business process mapping will represent the first 
step for the implementation of the MIS and of an enterprise resource planning (ERP) software. 
 
8. Asset management strategy. The overall asset management strategy is being devised 
by Masterplan consultants (footnote 1). The lack of information technology (IT) systems in SLR’s 
management of asset life cycle maintenance is a hindrance to its sustainability, particularly for 
rolling stock, but also for tracks and other equipment. The maintenance workshop in Ratmalana 
is the primary maintenance center for rolling stock. The activities of the maintenance departments 
need to be further coordinated and linked meaningfully to stores and operations data. The data 
must be made accessible for the preparation of statistics, MIS, costing, customer relations 
management, and corporate planning. 
 
9. Technical assistance scope. The transaction TA will help strengthen SLR’s MIS and 
asset maintenance capacity, which will both require long-term support and incremental changes 
for successful modernization. The TA will assist in preparing a road map for the implementation 
of the strategies and in implementing a pilot subproject. It will complement infrastructure 
improvements financed under the loan and will help SLR define, develop, and implement several 
measures aimed at modernizing and improving the efficiency of the railway sector. 
 
10. Technical assistance modality. The transaction TA was prepared in response to a 
request by MOTCA for ADB assistance to increase the capacity of SLR in IT and accounting. 
MOTCA and ADB defined the TA objectives, scope, and implementation arrangements. Use of 
the TA modality rather than a loan subcomponent is proposed to (i) continue the long-term 

                                                
1 The Masterplan consultants engaged under separate ADB assistance recommend the use of an interim approach in 

ADB. Sri Lanka: Railway Master Plan. 

https://www.adb.org/projects/51108-001/main
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partnership of the government and ADB on policy dialogue and capacity development, (ii) 
strengthen the capacity of MOTCA and SLR in areas where knowledge and management gaps 
have been identified, and (iii) enhance project monitoring and improve the likelihood of achieving 
the proposed outputs and outcome. The TA is included in ADB’s country operations business plan 
for Sri Lanka, 2019–2021.2 
 
B. Outputs and Activities 
 
11. Output 1: Management information system modernization strategy developed. The 
TA will improve the efficiency of SLR by undertaking the following activities, with the objective of 
developing an MIS and ERP system framework and implementation plan, and supporting capacity 
building of technical manpower from the government. 

(i) Undertake comprehensive system analysis and business process mapping, 
including capturing all available data and user information requirements. 

(ii) Identify all potential available data to be migrated into the new MIS system. 
(iii) Consult with relevant divisions of SLR and other stakeholders to define all user 

information and reporting requirements related to accounting and finance, human 
resources, passenger information and ticketing, operating information, asset 
management (infrastructure and rolling stock), freight, procurement, information 
and communication technology, and materials management. 

(iv) Identify and assess business process reengineering (BPR) requirements, while 
considering the sensitivities of SLR staff. 

(v) Prepare a BPR report and discuss with the Steering Committee any key decisions 
regarding implementation. A policy of “no staff will be affected, but all staff will 
benefit” is to be adopted throughout the BPR process. 

(vi) Undertake gap analysis, develop additional reporting requirements, and define 
data collection procedures and formats. 

(vii) Define the configuration and specification of the MIS and ERP, giving preference 
to software in use within other similar Sri Lankan organizations. 

(viii) Work collaboratively with SLR to develop and agree on the system and process 
design, including data collection procedures and tools. 

(ix) Establish how the new ERP module will integrate with other external systems, e.g., 
train scheduling, crew rostering, GPS (global positioning system)-based train 
operating information, and SLR’s existing computerized payroll application using 
the existing relational database management system. 

(x) Prepare the software requirements specification (SRS) detailing system interfaces, 
user interfaces, hardware interfaces, communication interfaces, functional 
requirements, performance requirements, and software system attributes. 

(xi) Develop a staged program for implementation of computer and communications 
hardware, software development, and testing. 

(xii) Submit recommendations and necessary specifications for supply and installation 
of any necessary equipment, software, and hardware to run the pilot program. 

(xiii) Draft procedures and manuals for the operation and maintenance of software and 
hardware. 

(xiv) Provide recommendations regarding implementation and post-implementation 
training and technical support, including training for staff on data recording and 
management, system operations, report creation, and maintenance. 

                                                
2 ADB. Country Operations Business Plan: Sri Lanka, 2019–2021. 

https://www.adb.org/documents/sri-lanka-country-operations-business-plan-2019-2021
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(xv) Recommend improvements to infrastructure to suit the new business processes, 
including enhancement to the work environment and further hardware updates. 

12. Output 2: Implementation road map for the asset management strategy prepared. 
The TA will provide an overall framework for the definition, delivery, and implementation of the 
infrastructure and rolling stock maintenance strategy. The TA will 

(i) detail an updated maintenance strategy for infrastructure and rolling stock, 
including facilities- and maintenance-planning activities; 

(ii) consider all aspects of the network and assets, including track, structures and 
buildings, signal systems, rolling stock, and electrical and scheduling systems; 

(iii) analyze and map the business processes required to implement the railway 
maintenance strategy; 

(iv) identify the responsibilities of the asset owner, manager, and service deliverer; 
(v) develop proposals and options for improved workshop facilities, including 

conceptual layouts; 
(vi) specify the IT systems required to support and deliver the maintenance strategy, 

show how it will integrate with other external systems, and define all user and 
reporting requirements; 

(vii) develop a staged program for implementation of the ERP solution, including 
computer and communication hardware, and software development and testing; 

(viii) clearly detail the requirements for the first stage of development and 
implementation; and 

(ix) define the change management requirements and develop an overall plan for 
implementing the proposed maintenance strategy and IT systems. 

 
13. Output 3: Pilot program for an accounting and ticketing module implemented. The 
TA will 

(i) prepare the SRS for the first stage of implementation detailing functional 
requirements; performance requirements; software system attributes; and system, 
user, hardware, and communication interfaces; 

(ii) demonstrate how one pilot ERP module, currently identified as the accounting and 
ticketing revenue module, will operate and integrate; 

(iii) discuss with user departments to ensure that the SRS will meet requirements; 
(iv) prepare design specifications and bid documents, and support the technical 

evaluation committee to enable the procurement process; and 
(v) implement the pilot program for the accounting and ticketing revenue module. 

 
C. Cost and Financing 
 
14. The TA is estimated to cost $1,100,000, of which $1,000,000 will be financed on a grant 
basis by ADB’s Technical Assistance Special Fund (TASF-Others). The key expenditure items 
are listed in Appendix 1. The government will provide counterpart support in the form of 
counterpart staff, data, maps, and other in-kind contributions. The government was informed that 
approval of the TA does not commit ADB to finance any ensuing project. 
 
D. Implementation Arrangements 
 
15. ADB will administer the TA and be responsible for the selection, supervision, and 
evaluation of consultants. The executing agency of the TA will be MOTCA. The TA will be 
implemented over 42 months, from July 2019 to December 2022. Implementation arrangements 
are summarized in Table 1. 
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Table 1: Implementation Arrangements 
Aspects Arrangements 

Indicative implementation period September 2019–December 2022  

Executing agency Ministry of Transport and Civil Aviation 

Implementing agencies Sri Lanka Railways and Colombo Suburban Railway Project– 
Project Management Unit 

Consultants To be selected and engaged by ADB 

Firm: quality- and cost-based 
selection with a 90:10 quality–
cost ratio 

23 international and 
40 national person-
months 

$795,800 

Procurement To be procured by consultants  

Shopping for office equipment 1–10 contracts $20,000 

Shopping for software licenses 1–3 contracts $30,000 

Disbursement The TA resources will be disbursed following ADB’s Technical 
Assistance Disbursement Handbook (2010, as amended from time 
to time). 

Asset turnover or disposal 
arrangement upon TA completion 

All assets and equipment procured under the TA will be handed over 
to the executing agency after completion of TA activities. 

ADB = Asian Development Bank, TA = technical assistance. 
Source: Asian Development Bank estimates. 

 
16. Consulting services. ADB will engage the consultants following the ADB Procurement 
Policy (2017, as amended from time to time) and its associated staff instructions.3 Consultants 
will administer training, consultations, workshops, and seminars under the TA budget, and will 
procure equipment as applicable. The TA will require a total of 23 person-months for international 
consultants and 40 person-months for national consultants (Table 2). 
 

Table 2: Summary of Consulting Services Requirement 

Position Number 
Person-
Months 

Total Person-
Months 

International experts: 
 

   
Team leader, and MIS and ERP expert 1 8 8 
Railway maintenance system  1 6 6 
ICT  1 3 3 
Railway finance and accounting  1 3 3 
Stakeholder engagement  1 3 3 

Subtotal   23 

National experts:    
Deputy team leader, and MIS and ERP expert 
MIS/ERP  

1 10 10 
 
 
 

ICT analyst  2 6 12 
Business analyst  2 9 18 

Subtotal   40 
Total   63 

ERP = enterprise resources planning, ICT = information and communications technology, MIS = management 
information system. 
Source: Asian Development Bank. 

 
17. ADB’s procurement. Procurement will follow the ADB Procurement Policy (2017, as 
amended from time to time) and the Procurement Regulations for ADB Borrowers (2017, as 
amended from time to time).

                                                
3 Terms of Reference for Consultants (accessible from the list of linked documents in Appendix 2). 
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COST ESTIMATES AND FINANCING PLAN 
($’000) 

Item Amount 

A. Asian Development Banka  
1. Consultants  

a. Remuneration and per diem  
i. International consultants 585.8 
ii. National consultants 210.0 

b. Out-of-pocket expenditures  
i. International and local travel 33.2 
ii. Office space rental and related facilities 21.0 
iii. Reports and communications 3.0 

2. Equipment 50.0 
3. Training, seminars, and conferences 52.0 
4. Contingencies 45.0 

Total 1,000.0 
Note: The technical assistance is estimated to cost $1,100,000, of which contributions from the Asian Development 
Bank are presented in the table above. The government will provide counterpart support in the form of counterpart staff, 
information materials, data, and other in-kind contributions. The value of government contribution is estimated to 
account for 10% of the total technical assistance cost. 
a Financed by the Asian Development Bank’s Technical Assistance Special Fund (TASF-Others). 
Source: Asian Development Bank estimates. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/LinkedDocs/?id=49111-005-TAReport 

 
1. Terms of Reference for Consultants 

http://www.adb.org/Documents/LinkedDocs/?id=49111-005-TAReport

