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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 

Risk 

Assessment 
without 

Mitigation Management Plan 

Assessment 
with 

Mitigation 

Transition to a federal 
structure, the peace 
process, and the political 
instability related to these 
may cause frequent strikes, 
in particular in the Terai,

a
 

and may delay 
decentralization and 
devolution.  

medium Development partners will maintain close dialogue 
with the government and all political parties to 
ensure that the development and reform process 
continues and maintains its momentum despite the 
political challenges. The direction of federalism 
being deliberated is in keeping with an increase in 
the role and functions of local governments. 
Although the transition process is taking longer than 
anticipated, project implementation is generally not 
affected by the political instability, even in the Terai. 
Municipalities are viewed as among the most stable 
local political and administrative entities.  

low 

The continued absence of 
elected mayors and 
frequent transfer of 
executive officers deputed 
to municipalities from the 
Ministry of Local 
Development may 
undermine top-level 
commitment and delay 
decision making. 

high Strong support of stakeholders, including local 
representatives of all major political parties, was 
confirmed during project preparation. ADB 
experience shows that active community 
participation in all major aspects can ensure 
effective service delivery by insulating development 
work from the country’s wider challenges. Political 
parties are united for local development and 
committed to resolving the constraints on project 
implementation. 

medium 

Municipalities have 
insufficient technical 
capacity to deliver the 
intended urban services.  

medium The technical design took into account the capacity 
of the municipalities. For effective and efficient 
operation, the possibility of and appropriate modality 
for O&M of the solid waste management system will 
be assessed during detailed design. It is envisaged 
that the initial 3–5 years of O&M will be incorporated 
into the civil works contract.  

The municipalities are required to select or create a 
unit responsible for O&M no later than 12 months 
before the scheduled completion of construction, 
and to strengthen the unit adequately, with support 
from the consultants.  

low 

Local communities oppose 
landfill construction. 

high Landfill sites are identified through advertisements, 
and land owners are willing to sell the land. Public 
awareness campaigns will be undertaken by 
municipalities with support from NGOs to increase 
public understanding of the project.  

medium 

Sanitation is not improved 
due to poor systems 
maintenance and septage 
management.  

high Information, education, and communication 
campaigns for health and hygiene education will be 
implemented by the municipalities with support from 
NGOs. Municipalities will develop and implement a 
sanitation action plan that includes septage 
management.     

medium 

Urban poor cannot 
connect to the water 
supply system due to 
high connection fees 
resulting in lack of 
inclusiveness. 

 

medium To enhance access by the poor, provision will be 
made for payment of connection fees in 
installments; shared connections will also be 
available. There is a provision to consider 
performance-based grants, such as output-based 
aid.   
 

low 

Tax rates, water tariffs, 
and other charges are 
not set at the level 
needed to sustain 
operations. 

high Tax and tariff campaigns will be implemented by 
the municipalities to improve the understanding of 
beneficiaries. Tariff setting will be further assessed 
during detailed design and reviewed by TDF and 
PCO. The municipalities will covenant to collect 

medium 



2 
 

Risk 

Assessment 
without 

Mitigation Management Plan 

Assessment 
with 

Mitigation 

 tariffs or other charges adequate to cover the O&M 
cost. 

The level of non-revenue 
water in Dharan remains 
high even after the 
project. 

  

medium Replacement of old pipes is included in the cost. A 
non-revenue water reduction program will be 
prepared and implemented.  

low 

Financial Management    

Poor institutional capacity 
of municipalities to manage 
their finances—including 
accounting and audit, and 
to increase internal 
revenues—affects budget 
allocations for sustainable 
O&M of the facilities. 

high Completed and ongoing ADB TA projects help 
strengthen institutional capacity of municipalities 
and improve financial management systems, 
including revenue enhancement.

b
  

Municipalities will maintain separate records and 
accounts to identify the goods and services financed 
by ADB, the financing received, the expenditures 
incurred, and the use of local funds. Such accounts 
and records will be audited each year by an 
independent auditor acceptable to ADB. The 
financial management specialist hired under the 
project will assist the municipalities. 

Capacity-building support, including the introduction 
of an accrual accounting system, is being provided 
by development partners through the Local 
Governance Capacity Development Program and 
other bilateral programs.  

 

medium 

Municipalities may default 
on subloans from TDF. 

high The size of the subloans to municipalities will be 
relatively small, given the nature of the subprojects 
and the repayment capacity of the municipalities. 

Municipalities are committed to endorsing and 
implementing the comprehensive financial 
management and improvement plan, which includes 
revenue enhancement. The implementation will be 
supported under ADB TA (footnote b).  

The government will bear the credit risk of the 
onlending by TDF to the municipalities, with an 
undertaking to TDF in the subsidiary loan 
agreement to cover default amounts from central 
funds otherwise designated for support to the 
relevant municipalities, and with agreement thereto 
by the relevant municipalities in the onlending 
agreements.  

The loan and grant policy developed by TDF will 
apply to all urban projects irrespective of the 
development partners involved, and will instill a 
sense of fairness and responsibility among 
municipalities regarding repayment.  

medium 

Procurement    

Intimidation, collusion, and 
extortions in procurement 
are reportedly widespread, 
in particular in the Terai.  

high The government, with support from the procurement 
expert hired under the project, will assess the risk 
before fixing the bid submission venue. If 
necessary, the venue may be changed to the district 
administration office to reduce risks.  

PCO and PIUs will ensure procurement-related 
information—such as invitations for bids and the 
basic details on the bidding procedures adopted— 
is disclosed. The PCO will create a project website. 

medium–low 
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Capacity building of the Public Procurement 
Monitoring Office is ongoing.  

Municipal officials have little 
knowledge of and 
experience in public 
procurement under ADB-
financed projects, which 
may cause delayed and 
improper procurement.   

medium The procurement specialist (consultant) will assist in 
the recruitment of design and supervision 
consultants and the NGO to be engaged under the 
project. The procurement specialist will assist the 
municipalities in procurement of equipment and civil 
works.  

PCO will guide and supervise the municipalities to 
ensure procurement is in accordance with the 
requirements. 

ADB will organize training programs on procurement 
for municipal officials.  

low 

Corruption    

Misuse of project funds. medium NGO will support PIUs to conduct a public 
awareness campaign about the project cost and 
scope. The Citizens’ Charter will be displayed. ADB 
will conduct a random review of the statement of 
expenditure. 

 

low 

Overall high-medium  medium–low 

ADB = Asian Development Bank, NGO = nongovernment organization, O&M = operation and maintenance, PCO = 
project coordination office, PIU = project implementation unit, TA = technical assistance, TDF = Town Development 
Fund.  
a
 The Terai is the southern plain area bordering India. 

b
 Preparation of a comprehensive financial management improvement plan (CFMIP) was supported by capacity 
development TA: ADB. 2009. Technical Assistance to Nepal for Institutional Strengthening of Municipalities. Manila. 
New capacity development TA approved in December 2011 includes support for the implementation of the CFMIP 
in project municipalities. ADB. 2011. Technical Assistance to Nepal for Strengthening Municipalities for Urban 
Service Delivery. Manila. 

Source: Asian Development Bank.  

 


