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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 

Risk Description 
Risk 

Assessment Mitigation Measures or Risk Management Plan 

Financial 
management 
KUKL may not 
implement 
measures for 
financial 
sustainability 
 
 
 
 
 
 
 
 
 

 
 

Medium 

 
 
KUKL is demonstrating improvements in collection efficiency but its 
cash flow projections have remained in deficit for the first few years 
of project implementation; greater improvements in its financial 
situation are required. WSTFC approved a tariff increase in July 
2013; the project will support the preparation of tariff guidelines for 
systematic tariff revision and adjustment for inflation. KUKL is now 
recruiting a general manager from the market to improve leadership 
of the organization; the additional financing provides adequate 
resources for installing a computerized accounting and billing system 
and related support measures. The recruitment of a qualified general 
manager acceptable to ADB is a loan covenant. The Reform 
Committee chaired by the MOUD secretary will continue to strongly 
monitor compliance with the 2012–2016 business plan and agreed 
upon targets to ensure steady improvements in KUKL’s financial 
performance. The project will support the preparation of the 2017–
2021 business plan.  
 

Compliance with 
the financial 
management 
system may not be 
fully satisfactory, 
especially 
regarding 
procedures for 
record keeping, 
accounting and 
auditing, reporting, 
and internal 
controls 

Low PID has gained experience from implementing the original project. 

Both PID and MWSDB have been trained on financial management 

and have adequate staff for financial management. They have 

gained experience from implementing the Melamchi Water Supply 

Project. DSC3 also provides financial management support to PID.
a
 

The implementing agencies will continue to keep separate project 

records adequate to identify the goods and services financed by 

ADB, funds received, expenditures incurred, and use of local funds. 

They will continue to have their records audited regularly and submit 

audited project accounts to ADB on the use of the loan proceeds and 

financial covenants within 6 months of the end of each fiscal year. 

ADB will continue to monitor the submission of audited project 

accounts. 

 
Payment to 
contractors and 
consultants is 
delayed 

Medium PID and DSC have streamlined their procedures to expedite 
processing of contractors’ claims, including fixing timelines and 
responsibilities. Adequate provisions will be included in the bidding 
documents to ensure timely payments such as specifying the time 
period for payment and interest on delayed payment. ADB will 
monitor payments to the contractors and will facilitate direct 
payments, wherever required. 
 

Procurement 
Limited knowledge 
of new staff about 
procurement 
procedures may 
delay the process 
of preparing 
bidding documents 

 
Low 

 
PID and MWSDB staff have been trained on ADB’s procurement 
guidelines, and have gained experience through the ongoing 
projects. The work of the existing DSC under the PID, tasked with 
preparing remaining bidding documents for DNI packages under the 
additional financing, will be strongly monitored to ensure timely 
completion. The procurement plan allows for recruitment of individual 
consultants; and a procurement specialist will be recruited to support 
implementing agencies with little experience in procurement (namely 
KVWSMB, WSTFC) 
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Risk Description 
Risk 

Assessment Mitigation Measures or Risk Management Plan 

 
Collusion or a 
cartel among the 
bidders may occur; 
PID oversight and 
monitoring of 
performance of 
contractors, 
consultants, 
NGOs, and 
suppliers may not 
be not fully 
satisfactory 

Low The size of the packages has been kept large to attract international 
bidders. With fewer packages, strong monitoring by ADB and MOUD 
is possible. PID and MWSDB will ensure wide publicity of all 
procurement notices, including disclosing procurement-related 
information on their websites. E-procurement will continue to be 
encouraged. PID and MWSDB, and other implementing agencies will 
monitor performance of the contractors, consultants, and/or NGOs; 
and submit the reports to MOUD and ADB on a quarterly basis. 
Implementing agencies will report poorly performing contractors, 
consultants, and/or NGOs to government authorities for sanctions as 
per the prevailing laws and regulations. 

Anticorruption 
Disclosure of 
information about 
the use of funds is 
insufficient and 
citizen oversight 
over project 
activities is lacking  

 
Medium 

 
DSC’s social experts will support PID to organize voluntary 
disclosure of project-related information and conduct a public audit of 
project works through regular and effective meetings of local area 
committees (Tole committees) and other citizens’ groups. A citizens’ 
charter is displayed and enforced by PID. PID and MWSDB’s 
contractors will disclose basic contract information in each 
construction site through display boards. ADB will regularly check 
physical and financial progress, quality, and safety of works. PID and 
MWSDB will continue to disseminate ADB’s anticorruption policy to 
MOUD (the executing agency), contractors, consultants, and NGOs. 
The DSC consultant for the additional financing will be an 
independent engineer, who will oversee proper contract 
administration and use of funds. 
 

Other Risks 
Water from 
Melamchi tunnel 
may not be 
available on time 
 
 

 
Medium 

 
ADB and MOUD will continue to strongly monitor the work for the 
Melamchi tunnel to help ensure completion by the fourth quarter of 
2016. Regular ADB missions will continue to be fielded to update the 
risk assessment and suggest further mitigation measures in this 
regard. PID will continue to coordinate with MOUD and MWSDB to 
ensure optimum scheduling of implementation. 
 

Project 
implementation 
delays including 
delays in 
availability of clear 
land sites may 
cause cost and 
time overruns 

Medium No land acquisition issues for the additional financing packages are 
pending, but MOUD will continue to ensure full compensation for 
affected persons with temporary impacts, where required. PID will be 
restructured and adequately staffed to effectively implement the 
additional financing subprojects as well as ongoing projects. PID will 
ensure staff turnover is kept to a minimum. DSC will support PID in 
areas such as project management, financial management, and 
safeguard monitoring. A monthly progress review meeting will be 
organized, with the participation of the ADB Nepal Resident Mission. 
Training on the FIDIC contract was provided to PID and MWSDB 
staff. In cases where delays are due to poor mobilization of the 
contractor, PID and MWSDB will take action to impose liquidated 
damages and discourage delays on the part of the contractor. PID is 
actively leading coordination with other utilities (telecommunications, 
electricity, road) for pipe-laying works. 
 

Coordination is 
lacking among 

Medium The roles, responsibilities, and functions of PID, KUKL, and MOUD 
regarding project implementation have been clearly delineated. The 
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Risk Description 
Risk 

Assessment Mitigation Measures or Risk Management Plan 

MOUD, KVWSMB, 
KUKL, and PID 

steering committee will continue to provide direction and guidance for 
coordination throughout project implementation. PID is to involve 
KUKL branch staff in design of DNI packages and to organize 
workshops for each branch to build awareness on the district 
metering area approach for NRW management. 
 

KUKL may not 
have adequate 
capacity (skills, 
financial resources, 
equipment) to 
manage the 
operation of 
existing and new 
facilities (BDS, 
water treatment 
plant, DNI) 
 

High The long-term capacity of KUKL remains a concern. Vacancies for 
senior staff continue; ADB will continue to advocate for filling these 
positions through covenants. The institutional strengthening 
component under the additional financing is designed to address 
priority areas for KUKL capacity strengthening based on its business 
plan and the road map developed by key stakeholders. ADB and 
MOUD are also coordinating with JICA regarding their planned 
capacity building support to KUKL. 
 

The water supply 
may not be able to 
perform 
satisfactorily in the 
case of natural 
disasters such as 
earthquakes, 
floods, mass 
movement 
(landslides), and 
climate change 
 

Medium MSWDB and PID, with support from the respective DSC, will 
incorporate, during detailed technical designs, adequate mitigation 
measures for risks related to earthquakes, landslides, floods, and 
climate change in design, implementation, and/or operation and 
maintenance. 

KUKL is unable to 
maintain 
nonrevenue water 
at 20% 
 

Medium KUKL has established a NRW strategy and a dedicated unit for NRW 
management. The project provides consultancy support to KUKL and 
its capacity building for NRW management at headquarters and 
branches.  The computerized billing and accounting system will be 
established for managing commercial losses.   

KUKL does not 
revise its 
connection policy 
for residents of 
slums 

Medium KUKL still requires proof of land ownership in order to qualify for a 
private household connection. The project will support the newly 
established GESI unit in KUKL to design a workable solution to 
increase service quality in low-income areas. 

Overall Medium  
ADB = Asian Development Bank; DNI = distribution network improvement; DSC = design, supervision, and 
management consultant; FIDIC = Fédération Internationale Des Ingénieurs-Conseils, French for the International 
Federation of Consulting Engineers; JICA = Japan International Cooperation Agency; KUKL = Kathmandu Upatyaka 
Khanepani Limited; KVWSMB = Kathmandu Valley Water Supply Management Board; MOUD = Ministry of Urban 
Development; MWSDB = Melamchi Water Supply Development Board; NGO = nongovernment organization; NRW = 
nonrevenue water; PID = Project Implementation Directorate; WSTFC = Water Supply Tariff Fixation Commission. 

a
 ADB. 2000. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 

Kingdom of Nepal for the Melamchi Water Supply Project. Manila (Loan 1820-NEP, approved on 21 December 

2000 and effective on 28 November 2001). 
Source: ADB. 2011. Governance Risk Assessment and Management Plan for Kathmandu Valley Water Supply 
Improvement Project. Manila. 


