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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 
1. The Asian Development Bank (ADB) examined the performance of past projects and 
related literature, and discussed with the government, and found several events and conditions 
(factors) that would place the project at risk of not meeting its intended impact, outcome, and 
output targets. The risk level varies throughout the life of the project. The present analysis 
viewed the project life in two phases—implementation and operational. The implementation 
phase risk is that the project components are not completed on time and on budget. The 
operational phase risk is that the physical investment fails before the end of its service life. The 
problem tree is in Figure 1.  

2. The factors were rated according to their likelihood of contributing to risk and are 
summarized in Table 1 together with a brief description of the planned and potential mitigation 
measures.   
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Source: Asian Development Bank. 

Figure 1: Relationship among the Risk Factors 
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A. Implementation Phase 

3. The problems faced by the Ministry of Transport and Communications (MOTC) during 
project implementation and the measures that could be taken to overcome these problems can 
be grouped into three types as shown below: 

1. Procurement delays and cost.  

(i) Reasons: (a) incomplete tender documents, procurement notices, requests for 
consulting service proposals, etc., and consequent need for multiple revisions; 
(b) inadequate proposal and bid evaluations, and incomplete evaluation reports; 
(c) limited competition caused by political uncertainty; and (d) high cost of 
material owing to site remoteness and limited supply from traditional sources. 

(ii) Corrective measures: (a) early engagement of a specialist to help MOTC prepare 
documents and train investment project implementation group staff on document 
preparation and proposal and bid evaluation; (b) advance advertising, extended 
bidding periods, and announcements of government commitment to road 
development and contractor/consultant security; and (c) permission for 
construction materials procurement from legitimate sources in ADB 
nonmembers, provided they are less expensive and of higher quality. 

 

Table 1: Summary of Risks and Mitigation Measures 

Risks 

Assessment 
without 

Mitigation
a
 Management Plan or Measures 

Assessment 
with 

Mitigation 

Implementation Phase 

Procurement delays 
and high bid prices 
 

Medium Experienced procurement specialist to assist MOTC 
with document preparation, contractor prequalification, 
and bid evaluation, staff training by the World Bank, 
extended advertising and bidding periods 

Low 

Contract variations  Low Procure works under design-build contract and 
government assurance of timely counterpart funds 

Low 

Construction delays 
and cost overruns 
 

High Strict adherence to contract conditions and MOF and 
MOTC to negotiate payment schedules with 
contactors and consultants 

Low 

Ecosystem damage Medium Special roadside structures to minimize dispersion of 
possible spill material 

Increased responsibility and budget of construction 
supervision consultant for monitoring and ecosystem 
enhancement  

Low 

Implementation 
Phase Risk 

Medium  Low 

Operational Phase 

Sustainability and 
operational 
performance (poor 
asset performance) 

Medium ADB’s financing for master plan development and 
EBRD’s technical assistance for maintenance 
procedure improvements and the World Bank’s 
technical assistance for optimizing revenue base, loan 
funds for capacity building, government’s imposition of 
vehicle insurance, and weight and dimensions limits 

Low 

Operational Phase 
Risk 

Medium  Low 

    
Overall Medium  Low 

ADB = Asian Development Bank, EBRD = European Bank for Reconstruction and Development, MOF = Ministry of 
Finance, MOTC = Ministry of Transport and Communications.  
a 

Probability of lowering the expected outcome and impact of the project. 
Source: Asian Development Bank. 
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2. Contract price changes.  

(i) Reasons: (a) incomplete feasibility studies and detailed designs, requiring 
redesign and revision of quantities after contract award; (b) upward price 
adjustments caused by improperly structured escalation clauses and formulae 
and economic and political conditions in the Kyrgyz Republic; (c) the government 
delaying release of exempted taxes and duties or due payments to international 
contractors and consultants; (d) progress payments in excess of completed 
works; and (e) leakages, misuse, and irregularities in imprest account. 

(ii) Corrective measures: (a) use design-build project delivery method, and MOTC 
share the risk of unforeseen ground conditions with the contractor; a lump sum 
contract without price escalation for this work will reduce the need for 
construction supervision consultant’s resources for measurement, which could be 
allocated for quality improvement; (b) loan covenants committing the government 
to timely provision of counterpart funds; (c) training of MOTC staff on preventing 
and preempting risks; and (d) biannual internal audits (outsourced to private 
firm). 

 
3. Construction delays.  

(i) Reasons: (a) force majeure events (riots, curfews, closure of border crossing that 
prevents import of materials), and inclement weather and natural disasters; 
(b) MOTC and the engineer delaying approval of contractor’s designs and 
completed works, leading to time extension claims; and (c) MOTC and the 
engineer delaying payment approvals for completed works, causing work 
slowdowns because of the contractor’s cash flow constraints. 

(ii) Corrective measures: (a) strict adherence to contract conditions, and (b) advance 
agreement between government and contractors and consultants on payment 
schedule. 

 
B. Operational Phase 

4. The problems faced by the Ministry of Transport and Communications (MOTC) during 
the operational phase and the measures that could be taken to overcome these problems can 
be grouped as shown below: 

1. Poor asset performance.  

(i) Reasons: improper maintenance and inadequate funds: (a) no master plan and 
an up-to-date road development strategy to guide programming and budgeting, 
(b) inefficient and archaic maintenance standards and procurement procedures, 
(c) limited capacity of provincial and district maintenance units and private 
contractors, (d) insufficient cost recovery from road users caused by inefficient 
and unbalanced charges, and (e) inadequate oversight of works during and after 
implementation. 

(ii) Corrective measures: (a) master plan development, financed under ADB grant 
(Grant 0123-KGZ),1 will commence in June 2011; (b) the European Bank for 
Reconstruction and Development will provide technical assistance in 2011 for 
updating MOTC’s maintenance procurement, technical standards, and staff skills; 

                                                
1
  ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 

Fund Grant to the Kyrgyz Republic for the CAREC Transport Corridor 1 (Bishkek–Torugart Road) Project. Manila 
(Grant 0123-KGZ, for $20 million, approved on 14 November). 
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(c) MOTC and the Ministry of Finance to revise current charges to reflect the 
purpose of and levels of use and impact on the road infrastructure 
(i.e., pavement damage and emissions); (d) strengthen MOTC’s internal audit 
division with training and more staff; and (e) strict and immediate imposition of 
vehicle weight and dimensions limits. 




