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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 

 
1. On 31 July 2006, the Asian Development Bank (ADB) approved its second Governance 
and Anticorruption Action Plan (GACAP II), which aims to improve ADB’s performance in 
implementing governance and anticorruption policies in sectors where ADB is active.1 The 
GACAP II requires the preparation of governance risk assessment and management plans as 
an integral part of country partnership strategies, programs, and projects. Governance risk 
assessment and management plans focus on specific thematic issues—public financial 
management, procurement, and anticorruption—at the country level, in priority sectors where 
ADB is active, and for programs and projects. 
 
 2. In the case of the People’s Republic of China, a country-level governance risk 
assessment and management plan was prepared in 2007 with a focus on two priority sectors: 
railways and wastewater management.2 This document identifies the main governance-related 
risks confronting the Wuhan Urban Environmental Improvement Project in the wastewater 
management sector, with emphasis on the GACAP II themes of public financial management, 
procurement, and anticorruption.  

 

Risk 

Assessment 
without 

Mitigation Management Plan 

Assessment 
with 

Mitigation 
    

Public Financial Management 
Lack of commercial 
orientation of wastewater 
management companies: 
wastewater tariff adjustments 
are not implemented in a 
timely manner, affecting the 
sustainability of the sludge 
component 

High Assurance from WMG to implement 
a phased plan for achieving full cost 
recovery of wastewater services 
including O&M costs, depreciation 
and any financial costs including 
debt service obligations, and a 
reasonable profit margin 

Provide capacity building in 
wastewater tariff study. Pilot 
willingness-to-pay survey and public 
awareness program in selected 
focus groups and communities on 
sludge tariff. 

Provide assistance to WMG and the 
implementing agency (Wuhan Urban 
Construction Funds Management 
Office) to undertake annual tariff 
reviews to assess cost-recovery 
levels and inform tariff decisions. 
(Before and during implementation 
period) 
 

Low 

Weak internal control 
mechanisms 

Medium A separate auditor’s opinion on the 
use of the imprest account and 
statement of expenditures will be 
part of the audit reports. The 

Low 

                                                 
1  ADB. 2006. Second Governance and Anticorruption Action Plan. Manila 
2  ADB. 2007. People’s Republic of China: Procurement, Financial Management, and Anti-Corruption in Asian 

Development Bank-Financed Projects. Manila. 
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Risk 

Assessment 
without 

Mitigation Management Plan 

Assessment 
with 

Mitigation 
implementing agencies’ annual 
audited financial statements and 
audited project accounts will be 
submitted to ADB no later than 
6 months after the end of the fiscal 
year throughout the implementation 
period. 

(During project implementation) 
 

Government wastewater 
subsidies are not available in 
a timely manner, affecting the 
financial sustainability of the 
sludge component. 

 

Medium Assurance from WMG that (i) O&M 
of all component facilities are fully 
funded from the wastewater tariff or 
from the government budget. 

Provide assistance to WMG and the 
implementing agency to undertake 
annual tariff reviews to assess cost-
recovery levels and inform tariff 
decisions. 

(Before and after project 
implementation) 
 

Low 

Procurement 
The implementing agency 
has neither sufficient capacity 
nor recent procurement 
experience for tendering 
technical packages. 
 

High Provide assistance in contract, bid 
documentation, bidding and 
evaluation procedures, and 
appointment of contractors. 

Provide support for technical 
specification and assisting in tender 
documentation preparation. 

(Before project implementation) 
 

Low 

Risk of fraud and corruption 
in the procurement process 
 

Medium Provide rigorous and frequent 
training on construction 
programming, supervision, and 
monitoring for staff involved in 
procurement.  

Assurance that WMG involve full-
time officials from Wuhan Discipline 
Investigation Bureau in the bidding 
process and award of contracts and 
in the approval of variations during 
construction 

(Before and during project 
implementation) 
 

Low 
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Risk 

Assessment 
without 

Mitigation Management Plan 

Assessment 
with 

Mitigation 
 

Lack of attention in defining 
cost estimates for 
procurement packages 
 

High Great attention paid by the project 
team3 during project preparation 

Assistance for detailed design and 
technical specification review 

(Before implementation) 
 

Low 

Corruption 
Corrupt practices affect 
project design, procurement, 
and implementation—leading 
to poor quality projects 
 

Medium Assurance that WMG will further 
undertake the following 
anticorruption actions: (i) involve full-
time officials from Wuhan Discipline 
Investigation Bureau in the bidding 
process and award of contracts and 
in the approval of variations during 
construction, (ii) executing with the 
civil works both an anticorruption 
contract and civil works contract, 
and (iii) periodically inspecting the 
contractor’s fund withdrawals and 
settlements. 

Introduce a dual-signing system in 
which the civil works contract winner 
also signs an anticorruption contract 
with the employer. 

(During implementation) 
 

Low 

Failure to enforce 
anticorruption measures 

 

Medium Assist Wuhan project management 
office and implementing agency to 
ensure good governance, 
accountability, and transparency in 
project operations. 

Provide TA in strengthening internal 
audit systems. 

In consultation with relevant central 
government ministries, update rules 
and regulations on local and 
corporate governance and 
anticorruption, and enhance the 
transparency of implementing 
agency operations. 

(Before and during project 
implementation) 
 

Low 

Overall Medium  Low 
O&M = operation and maintenance, TA = technical assistance, WMG = Wuhan municipal government. 
Source: Asian Development Bank. 
 

                                                 
3  ADB. 2008. Technical Assistance to the People's Republic of China for Wuhan Urban Environmental Improvement 

Project. Manila. 


