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Summary  
 
Objectives 
 
On December 26, 2004, an earthquake (9.0 on the Richter scale), caused a Tsunami which left 
approximately 35,000 people dead and thousands missing in Sri Lanka. A further 440,000 
people were displaced and thousands of families made destitute and homeless. Asian 
development Bank (ADB) agreed to grant funds through Tsunami Affected Areas Rebuilding 
Project (TAARP) to rapidly improve the living conditions and well-being of a significant number 
of people in the Tsunami affected areas by restoring basic social infrastructure, community and 
public services, and livelihoods.  Objectives of the team of Consultants appointed by ADB to 
carry out a Performance Audit were to (a) check for compliance with stipulated standards, and 
(b) provide executing agencies with technical advice and corrective measures and resolve any 
disputes. 
 
 
 
Overall conclusion 
 
The Project achieved its planned objectives to a significant extent. The conflict situation that 
prevailed in Sri Lanka, during the major part of the Project period was a deterrent to effective 
implementation of the Projects.  
 
Construction works carried out by all Components were of reasonable standard, meeting 
specifications and the required construction methodology. Even though there were delays in 
meeting time targets, particularly in the road projects along with significant variations and price 
escalations, work carried out by Construction Component was satisfactory. 
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Background 
 
On Boxing Day (December 26), 2004, an earthquake with a magnitude of 9.0 on the Richter 
scale [2-Asian Development Bank’s Recommendations on TAARP April 2005], the most 
powerful earthquake in 40 years had occurred in the Indian Ocean, causing catastrophic 
destruction to several countries including Indonesia, Sri Lanka, India, and Thailand. The 
earthquake was referred to as  

TSUNAMI 
A Japanese word pronounced soo-nah-mee with a silent `t’, a word not heard by 99% of the 
Srilankans. Tsunami is a series of water waves caused by displacement of large volume of 
water from an ocean or a large lake. Local and international broadcasters were reporting that an 
undersea mega earthquake had occurred off the west coast of Sumatra and in Sri Lanka’s west 
coast the sea had receded several hundred meters from the shore line, enticing several to 
venture out and lose their lives. 
 
After Indonesia, the Sri Lanka was the hardest hit. Over two thirds of Sri Lanka’s coastline in 
excess of 1,000 km was affected (Figure.1). 
 
  

 
Figure 1: Tsunami impact areas in Sri Lanka 2004 [5 - Google web site 2009], 
 



The first Tsunami wave impacted the eastern coast of Sri Lanka about 100 minutes after the 
earthquake, at approximately 8:40 a.m. The wave surge was recorded at between 5 and 6.5 
meters in most of the Eastern and North-Eastern coast, and parts of the Southern coast, 
incurring damage up to 3 meters above mean sea level. A secondary wave struck 
approximately 20 minutes later. 
 
     
The complex interaction between water borne energy, sea bed and terrestrial terrain meant 
that the impact of the Tsunami were different from place to place, but in general the Eastern, 
North-Eastern and South-Eastern coast of Sri Lanka were worst affected. About 60% of the 
damage occurred on the East and North-East coasts. Sea water penetrated to ten to hundreds 
of meters inland and drained away within 30 minutes. 
 
 
 
 
Impact of the Tsunami 
 
The Tsunami left approximately 35,000 people dead and thousands missing in Sri Lanka. A 
further 440,000 people were displaced and thousands of families made destitute and homeless 
[1-TAARP Performance Audit Final Report Price Waterhouse Coopers et al December 
2010].The Tsunami affected population was estimated at between 1 and 2 Million, out of a total 
population of approximately 19Million [2-Asian Development Bank’s Recommendations on 
TAARP April 2005]. Those who survived were left traumatized and psychologically shocked 
having lost their loved ones and possessions. The fishing communities were the hardest hit as 
they lost their property and possessions as well as their livelihood and source of income. About 
27,000 fatalities were fishermen, and two-thirds of the nation’s fishing boats were wrecked along 
with outboard motors, ice storage units, fishing gear and nets, destroying many jobs. Tourism 
was suspended in the middle of its peak season with many coastal hotel rooms being destroyed 
and related jobs lost. The Tsunami also affected an estimated 27,000 jobs in the tourism 
industry, one third in officially-registered hotels and the rest in unregistered hotels and 
guesthouses. Approximately 2,500 km extent of the national, provincial and local authority road 
network (representing over 5% of the national roads and 2% of other categories of roads) were 
severely damaged. Damage to ports, harbours and anchorages was significant with a total of 37 
major anchorages and thousands of minor landing sites being damaged [1-TAARP Performance 
Audit Final Report Price Waterhouse Coopers et al December 2010]. 
 
 Around 12% of all building (housing, administrative etc) units in Sri Lanka were located in 
administrative divisions along the Sri Lankan coast that were affected by the Tsunami within 
about 500 meters of the coast, the Tsunami destroyed 99,500 houses and damaged another 
46,300, a total of 13% of the entire housing stock of the coastal divisions of the affected 
Districts. The extent of debris, particularly from destroyed buildings, was enormous. The weight 
of debris from destroyed and damaged houses as well as lost household goods and furnishings, 
shops, tens of thousands of vehicles and boats, fallen trees, destroyed roads, bridges and 
culverts were estimated to have exceeded 500 Million Kg. The disposal of these rubble and 
waste material was a major concern because of the volume and associated costs. 
  
 
 
 
 



Response to the Tsunami 
 
The Government of Sri Lanka (GOSL) reacted swiftly to the disaster and appointed a national 
task force to coordinate and conduct recovery activities. Many national initiatives had since 
been undertaken by the Government to prevent further losses and hardships to those affected. 
The donor community deployed many teams to assess various dimensions of damage, the need 
for restoration and recovery and opportunities to improve the circumstances of affected people. 
Accordingly, a joint Tsunami needs assessment, in cooperation with the Government and the 
Task Force for Rebuilding the Nation, was undertaken by ADB, the World Bank (WB), and the 
Japan Bank for International Cooperation (JBIC), in concert with United Nations Agencies. 
 
Tsunami related financing needs for rebuilding was initially estimated at USD1.5 Bn.  In the 
short term, the majority of resources were required for housing, transportation, institutional and 
community infrastructures, livelihood restoration for fishermen and small-scale farmers, and 
small and micro-enterprise assistance. Recognizing the urgent needs and the infrastructure lost 
as a result of the Tsunami, ADB agreed to grant funds through TAARP to rapidly improve the 
living conditions and well-being of a significant number of people in the Tsunami affected areas 
by restoring basic social infrastructure, community and public services, and livelihoods. The 
European Commission (EC) positively reacted by providing a grant to rehabilitate roads. The 
grant had been provided through and administrated by the ADB in accordance with the terms 
and conditions agreed between the EC and the ADB in consultation with the GOSL. 
 
TAARP identified the needs of the Tsunami affected people and addressed them through 
numerous sub-projects in a variety of sectors selected and formulated in consultation with the 
Government and related agencies. TAARP focused on the highest priority sectors in the 
Tsunami affected areas for which ADB assistance was most appropriate, based on the Tsunami 
needs assessments and reflecting on the consultations with the Government and other 
stakeholders. The implementation of the prioritized sectors was through eight Components, 
namely: 

 Component A: Legal Assistance, Governance and Anticorruption; 
 Component B: North East Coastal Community Development; 
 Component C: Road Rehabilitation and Reconstruction; 
 Component D: Water Supply and Sanitation; 
 Component E: Southern Province Reconstruction; 
 Component F: Coastal Resources Management; 
 Component G: Rural Finance; and 
 Component H: North East Community Restoration and Development 

Implementation and execution arrangements 

 
For the implementation of TAARP and disbursement of funds, a Financing Agreement [3- Asian 
Development Bank’s Guidelines for Financial Management of Investments Projects] was 
entered into between the GOSL and the ADB on 28 April 2005. The implementation 
arrangement for execution of TAARP and operation of Project facilities and financial facilitation 
was through a national structure that consisted of existing Government Agencies. The national 
structure responsible for overall rehabilitation and reconstruction provided oversight guidance 
and direction through National Committees, Provincial Committees to Project Executing 
Agencies and Project Implementing Agencies was in accordance with the terms and conditions 
set forth in the Financing Agreement. 
 



The project Executing Agency (EA) for each of the Components were responsible for monitoring 
progress through (a) progress reports and progress review meetings, (b) reviewing budgetary 
allocations and (c) making funds available to the Components – these agencies were 
represented by a Ministry. The implementation agencies (IAs) were made responsible for all 
activities within the respective Components ensuring coordination with line agencies, District 
Secretariats and other production Ministries and Government Departments thus enabling the 
Project Monitoring Units (PMUs) to discharge their obligations. The PMU, an arm of the IA, in 
turn was responsible for overseeing the day to day implementation and establishing and 
operating management and monitoring systems for the Project. 
 
Financing arrangements 
 
In response to the crisis faced by the Developing Member Countries (DMCs) affected by the 
Tsunami, ADB established an Asian Tsunami Fund (ATF) to channel resources from ADB and 
other donors to the affected DMCs. The ATF was expected to be used exclusively to restore 
services promptly to affected populations in the Tsunami affected DMCs that requested ADB 
assistance. In a letter to ADB dated 17 February 2005, the GOSL requested grant assistance to 
address its reconstruction needs as a result of the Tsunami disaster. 
 
Accordingly, rehabilitation and reconstruction works were mainly funded by ADB (USD157 
Million). The European Commission (USD 53.2 Million) and the Government of Netherland 
(USD 8.73Million) also extended its support by funding the rehabilitation of two ICB roads, under 
Component C, and the owner driven housing programme, under Components E (USD 2.73 
Million) and H (USD 6 Million), respectively (Tables 1 and 2). Duties, taxes and compensation 
for private land acquisition were borne by the GOSL [2-Asian Development Bank’s 
Recommendations on TAARP April 2005]. 
 
Table 1 - A summary of the grants and loans received from the various donors  

 

Pledges      Source Grant / Loan in 

[USD Million]  % of Grant/Loan 

 

 

Asian Development Bank - Grant    150.00      58 

 

Asian Development Bank – Loan       7.00        3 

 

European Commission - Grant      53.20                 21 

 

Government of Netherland - Grant        8.73                    3 

 

Government of Sri Lanka       39.10                  15 

 

Total                   258.03                  100 

 

 



Table 2 – Financial allocations to the respective Components from loans and  

                grants from donors. 

 

 

Allocation                     USD Million  

 

Grant 

 

1. Component A: Legal Assistance, Governance and Anticorruption            1.90 

 

2. Component B: North East Coastal Community Development            21.90 

 

3. Component C: Road Rehabilitation and Rebuilding            105.30 

 

4. Component D: Water Supply and Sanitation                 9.30 

 

5. Component E: Southern Province Reconstruction               22.13 

 

6. Component F: Coastal Resources Management                14.40 

 

7. Component G: Rural Finance                     5.00 

 

8. Component H: NECORD - Tsunami        23.30 

 

9. Project Management            7.70 

 

10. Financial Management                1.00 

 

Subtotal Grant Cost                    211.93 

 

 

Loan 

 

11. Component G: Rural Finance                 6.30 

 

12. Project Management                  0.40 

 

13. Finance Charges during Implementation          0.30 

 

 

Subtotal Loan Cost                          7.00 

 

 

14. Incremental Expenditures             1.50 



 

15. Taxes and Duties                 36.70 

 

16. Others                    0.90 

     

         39.10 

 

Total                    258.03 

 
 
 
The aggregate value of USD 211.93 Million grant shown in Table 2 was utilized in implementing 
the project through the respective IAs under the auspices of the EAs. The loan of USD 7 Million 
was totally utilized, in addition to USD 5 Million from the grant, for Rural Financing under 
Component G. 
The GOSL was directly responsible for absorbing costs in relation to taxes, duties and other 
incremental expenditures. 
 
Specialism’s 
 
Considering the enormous task of implementing the rehabilitation programme ADB decided to 
seek assistance from a team of independent Consultants to carry out an on-going Performance 
Audit. The mandate was NOT to find FAULTS but to check for Compliance with ADB and GOSL 
stipulations/ standards and to have a team of specialists who could advice the executing 
agencies, consultants and contractors with technical advice and corrective measures as well as 
resolve disputes as an on-going process. 
 
The overall Performance Audit required multi disciplinary professionals and subject matter 
Experts to address Project activities/functions which have been categorized into seven 
specialism’s as set out below: 
 
 Procurement; 
 Governance; 
 Environmental; 
 Social Development including gender issues; 
 Finance; 
 Construction and Engineering; and 
 Benefit Monitoring and Evaluation. 

 

Table 3 summarizes the number of sub-project / activities and their values  in US Dollars (USD), 

in respect of the aggregate sample selected in respect of each  Component (except that of A) 

for the project period from the first to the sixth  audit covering 53 months. A summary of key 

exceptions in the procurement process which were common to most infrastructure projects 

implemented by the respective Components is shown in Table 4. 

                 

 

 



Table 3 -  The number of sub-project / activities and their values  in US Dollars  

                 (USD), for the project period from the first to the sixth audit covering 53  

                 months.  

                 

 

 

Component   Total sub-projects   Sample covered   Coverage % 

 No.   USD Million               No.   USD Million   No.     USD 

 

         B   1,452       16     238         6      16    41 

         

         C       13         88                 13          88              100      100 

          

         D     216          5                              86             3      50        48 

          

         E    436       18    128        10     31     57 

         

         F       41          9     41              9               100   100 

          

         H     192         20    110        15      57     75 

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Table 4 - Summary of key exceptions in the procurement process which were common to  

                most infrastructure projects implemented by the respective Components: 

 

 

Type of exceptions 

Number of contracts by Components 

 

B  C  D  E  F  H  Total 

Award process in excess of 120 days/  

Exceeded NPA norm* -     9*    25  9  14         57 

 

Direct contracting to CBOs with aggregate 

 Value  in excess of USD0.0 5 Million       4       4 

 

Contracts facilitated through IP-NGOs  

executed by CBOs exceeding 

 USD0.02 Million      217                  217 

 

Contracts extended      740    4  47   93  14  21        919 

 

Number of contractors/IP-NGOs granted 

extensions         25     70       95 

 

Contracts with variations       21    8    92    11        132 

 

Total exceptions              1030      21       51       280        34         35      1424 

 

 

 

Size of population/sample**            1,452   13      216     436    41    75**    2,233 

 

 

 
 
Construction and engineering audit 
 
Construction and engineering was an important aspect in the conduct of the Performance Audit 
in almost all Components, as major part of the sub-projects executed by the Components 
(completed or under construction) required assessment in relation to project designs and 
implementation (including processes, integrity of construction and conditions of contract). The 
sample covered in the Construction and engineering component is shown in Table 5. The Audit 
Team also recommended rectifications, where appropriate, thus assessing whether the sub-
projects contributed to the needs of the beneficiaries. 
 
 
 



Table 5 - The number of sub-projects (Sample) together with the percentage in respect of 

                the total number of projects (Population) in each Component  included in the  

                construction and engineering  audit. 

 

 

Component    Population    Sample    % of 

Population 

         

         B       1,452        129             9   

          

         C           13          13          100  

         

         D         216          54            25  

        

         E         436          67            15  

         

         F           44          30            68  

        

        H          192          59            31  

   

   Total                 2,353         352           15 

 
 
The specifications, conditions of contract, bills of quantities and drawings of most major projects 
were reviewed. Deficiencies that were observed during the conduct of the six Performance 
Audits up to 31 December 2009 were reported, with significant findings being reported directly 
to ADB even prior to submission of audit reports, when urgent remedial action was considered 
to be required.  
 
Construction work carried out by all Components met specifications drawn up by the project 
proponents and architects. However, there were several exceptions in sub-project execution by 
Components B, D, E, F and H in respect of a sample of 352 sub-projects selected from a 
populations 2,353 sub-projects. These can be summarized as follows: 

 
 10% of the sub-projects had been executed without adequate supervision; 

 
 8% of the sub-projects had design defects and inadequate specifications; 
 Sub-projects with construction defects (slanting construction joints, inadequate          

embankment slopes etc) accounted for 7% of the sample; and 
 Site technical staff and contractors / engineers did not have adequate knowledge of 

Quality Assurance Systems (QAS) and experience in construction in 6% of the sub-
project sample. 

 
 
 
Although there were delays in meeting time targets, particularly on the road projects, the work 
carried out by Component C was satisfactory. However, it is pertinent to note that several of the 



road projects had exceptions such as construction and design defects, use of low quality 
material, inadequate specifications and supervision, and had also violated ADB’s terms of 
reference, conditions of contract, terms of consultants’ agreement and financial regulations in 
relation to execution of contracts. 
 
Budget compliance 
 
The sub-projects were completed within the overall budget allocated by GOSL and the Donors, 
though on some occasions, by reducing the scope of work. Savings on some sub-projects from 
initial over-estimates were utilized to rebuild, reconstruct or provide alternative structures for 
sub-projects with construction failures. For instance, the Periya Kalapu Causeways which were 
in danger of failure was replaced by two new bridges (Figure 2 A and B), utilizing savings from 
the Siyambalanduwa- Potuvil-Akkaraipattu Road project and other sub-projects. 
 

 
 
 
Figure 2: [A] Periya Kalapu Causeways in     Figure 2 :[B] Periya Kalapu Causeways 
danger of failure                                                                     after construction of new bridge 
 
 
Adherence to construction standards 
 
 
Though most of the contractors were ISO certified, the records maintained for inspection 
related only to the construction process such as: 
 
   Strength of concrete; 

 Quality of materials; and 
 Physical Measurement of on-going work. 

 
 
However, records had not been maintained for billing, purchasing and maintenance processes 
as required by ISO standards despite a checklist being developed and circulated by the 
Performance Auditors to the PMUs of the respective Components to address these aspects 
except for that of C. Further, there were projects with poor quality workmanship (Figure 3). 
 
 



 
 
 
Figure 3: 45 degree (slope/slant) construction joints 
 
 
Contracting procedures relating to Community Based Organizations 
 
Several sub-projects of Components B and D were implemented by Community Based 
Organizations (CBOs), an excellent approach, as it resulted in project ownership and cost 
savings.(Figures 4 A and B)  
 

 
 
Figure 4: [A] Ferro-Cement water tank    Figure 4: [B] Water purification plant 
 
 
 
 
 
 
 
 
 
 



 
Major areas focused on by the Consultants participating in the Construction and 
Engineering audit: 
 
 
Conditions of contract 
 
Most of the sub-projects were based on contract documents using ADB’s Small Works 
Contracts, [4-Asian Development Bank’s Small Works Contract September 2010] where the 
provision for `Termination of Contracts’ (generally Clause 59), was vague and gave little 
authority for the engineers to take constructive action. ADB’s Small Works Contracts also 
permitted contractors with no track record to win sub-projects and the PMU’s were also 
dissatisfied that they were unable to execute sub-projects through contractors who were 
registered with the Institute for Construction Training and Development (ICTAD)  
 
Design and build contracts 
 
Some sub-projects were awarded on a `Design and Build’ basis resulting in underbidding by 
contractors omitting essential works. But once the bid was won, these items were incorporated 
into the sub-project as variations during construction. On some sub-projects, these variations 
increased the cost over and above the allocated10% contingency sum allowed for each contract 
up to 40% increase. In some instances, the engineer had made commitments for such 
increases (variation orders) prior to obtaining financial approval from ADB. Where additional 
funding was not available, cost savings were achieved by some PMU’s by reducing their scope 
of work, which was not at the expense of structural stability or usability. 
 
Award of multiple contracts 
The awarding of multiple contracts (in Components C and F) to a single contractor, sometimes 
for work in different geographical locations, without ascertaining their current commitments as 
well as their available resources, resulted in delays up to 8 to 12 months on 24 months 
contracts and cost increases up to 35% of original estimates. 
 
Safety procedures 
 
Safety procedures, including traffic management (Figures 5 A and B), were well below the 
required standard at most sub-project sites. The suggestions made to the Component 
Authorities during the Performance Audit to request contractors to provide more sign boards, 
barricades and speed breakers, and more safety measures at bridge sites, received scant 
attention. Safety arrangements for workers (wearing safety helmets and shoes) and for 
pedestrians too were grossly inadequate. 
 
 



 
 
Figure 5A: Traffic Management on  5B: Traffic Management at Dickwella during 

A1 Matara-Wellawaya Road      surfacing work. 
 
 
Overall conclusion 
 
The Project achieved its planned objectives to a significant extent. The conflict situation that 
prevailed for the major part of the Project period was a deterrent to the effective implementation 
of the Project which addressed the needs of the Tsunami affected and those living in Tsunami 
affected areas, in the Northern and Eastern Provinces. If the conflict situation was not prevalent 
sub-projects could have been implemented with enhanced governance and transparency, least 
cost, and timely completion.  A few examples of completed projects are shown in Figure 6. 
 
The Project activities contributed to the Tsunami affected and the society at large by delivering 
the intended benefits from a social development and gender perspective. However, due to a 
limitation in implementation arrangement which did not recognize a BME process as part of 
Component’s Project execution, an assessment of the benefits accrued could not be made and 
evaluated. As a result it was not possible to formally establish whether the intended benefits 
accrued to the target groups and their needs were met. 
 
The Road Development Authority (RDA) as the IA for Component C took almost two years to 
award the identified road projects for rehabilitation. There were no complete designs available at 
the time of bidding and the responses from the bidders were limited making the choice of 
suitable contractors difficult. Despite the long gestation period, the general planning of the road 
projects had not been executed in a professional manner. The estimates prepared at the 
inception have surpassed by as much as by 35% of the original cost in some sub-projects. 
Notwithstanding the above, the completed road projects have accrued the Intended benefits not 
only to those affected by the Tsunami but to all users of those roads. 
 
The Funding Agencies agreement to provide enhanced mobilization advances and the 
unusually extended time periods allowed for the execution of work resulted in most contracts 
falling behind schedule. With fairly long contract periods allowed there was little incentive for 
contractors to complete work ahead of time as the contractors enjoyed the additional benefit of 
receiving price fluctuations. Increase in cost of contracts due to price fluctuations on materials 
were 400% to 500% higher than that allowed in contracts (price fluctuation provided for 
Siyambalanduwa – Potuvil - Akkaraipattu road sub-project is LKR 160 Mn, whereas the 
projected increase is estimated at LKR.800 Mn. Contractors executing Trincomalee – Pulmudai 



Roads A & B and Potuvil – Panama Road were penalised with liquidated damages for delays in 
line with contract terms and conditions. 
 
It is when disasters such as Tsunami strikes a Nation, that the impact of an on-going 
Performance Audit is most important in carrying out sustainable Mitigation, Recovery and 
Reconstruction  of lost assets.  
 
 
                              

 
 
 
 
 
 
 
 
 
 
 

 
 
[A]  DBST Finished Road Siyambalanduwa     [B]  Disaster Management Centre At  
       to Potuvil                                                                     Unawatuna  
 

                      
 
 
 
 
 
 
 
 
 
 

[C]  Asphalt Township Road in Tissa                               [D]  Swimming Pool in a Lagoon at    
Ambalangoda 
 
Figure 6: Four examples for completed projects. [A]  DBST Finished road Siyambalanduwa to 
Potuvil [B]  Disaster management center at Unawatuna [C] Asphalt township road in Tissa 
 [D] Swimming pool in a lagoon at Ambalangoda 
 
 
 
 
 
 
 
 
 



 
IMPORTANT LESSONS 
 
The audit Consultants did definitely provide  
     
   VALUE ADDITION TO TAARP Projects  
  
But more could have been achieved by the appointment of Audit Consultants at the 
beginning of the project. 
 
It is also important for the Implementing Agencies in Sri Lanka to prepare planning tools 
and strategic choices for reconstruction before another disaster. Anticipating many 
important choices will ease the return to normality in a more efficient and organized way 
than would happen in the aftermath of a disaster when planners are under pressure 
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