
Kolkata Environmental Improvement Investment Program (RRP IND 42266) 

RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risks to be Mitigated by Loan Covenants and Project Design 
 

Risk Description 
Risk 

Assessment Mitigation Measures or Risk Management Plan 
1. Beneficiaries do not connect 
to sewerage system. 

Medium Beneficiaries generally expressed their willingness to pay 
for the service. To ensure its intent, a loan covenant will 
cause the KMC to introduce mandatory sewer 
connections with penalties for non-connection in service 
areas. 

2. The KMC cannot obtain 
subsequent tranches from ADB 
for constructing a sewage 
treatment plant. 

Medium If ADB cannot extend subsequent tranches to the KMC 
due to inadequate compliance with reform agenda 
milestones, the KMC will seek grant funds from the 
National Ganga River Basin Authority. If the KMC is 
unable to obtain funding from the National Ganga River 
Basin Authority, it will finance investments from its own 
resources in a phased manner. The loan covenant will 
cause the KMC to seek alternative funding sources to 
complete the sewerage system. 

3. The KMC stops providing 24-
hour water supply to pilot areas 
managed for water losses. 

Medium The KMC expressed its commitment to manage water 
losses. To secure its intent, a loan covenant will cause 
the KMC to continue providing water for 24 hours daily to 
hydraulic areas under management for water losses. 

4. Residents in pilot areas 
managed for water losses 
refuse the installation of water 
meters. 

Medium The KMC selected a pilot area where people are more 
likely to accept new initiatives and arrangements than 
other areas. It expressed its commitment to install water 
meters. To secure its intent, a loan covenant will cause 
the KMC to install water meters in pilot areas managed 
for water losses. 

5. The KMC will not sell bulk 
water at its volumetric tariff 
prices. 

Medium The project can address and mitigate the potential risk. 
The KMC will consult with bulk water consumers. It 
announced the application of the bulk water volumetric 
tariff in December 2012.  

6. The KMC will not maintain 
efficiency in bulk water supply 
fee collection. 

Medium The project can address and mitigate the potential risk. 
The utility finance improvement unit in the PMU will 
devise a way to maintain and improve efficiency in water 
supply fee collection. Project consultants will support the 
new unit for utility finance improvement. 

7. The KMC will not reach 
political consensus on user 
charges for domestic water 
connections and surcharges in 
fiscal year 2015. 

Medium During past missions, the KMC mayor expressed his 
intent to plan the gradual introduction of the tariff from 
2014. To support him, a loan covenant will cause the 
KMC to set up a new unit for utility finance improvement. 
It will capture all cost of water supply and sewerage 
operations; incorporate it in the dedicated water supply, 
sewerage, and drainage account; determine the deficit; 
develop the concept of equitable user charges; and draft 
a tariff schedule and government orders. 

8. Other KMC departments will 
not share asset data on time. 

Medium A loan covenant will cause KMC departments to share 
asset data on time. 

ADB = Asian Development Bank, KMC = Kolkata Municipal Corporation, PMU = project management unit. 
Source: Asian Development Bank estimates. 
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Risks with Uncertain Likelihood for Design and Monitoring Framework Monitoring 
 

Risk Description 
Risk 

Assessment Mitigation Measures or Risk Management Plan 
1. 10-year population growth 
and water consumption 
substantially deviate from the 
projection.  

Medium As the projection is based on the most recent census 
data, from 2011, the degree of error will be minimal. 
However, it is not possible to control the actual 
demographic changes and to mitigate such changes 
through project design or loan covenants. The DMF will 
record it as an assumption, and ADB and the KMC will 
monitor it. 

2. Rainfall and overall climate 
variability do not fall within 
the projected range. 

Low As the amount of rainfall is based on 10-year samples, the 
specifications of the network reflect current trends. 
Nonetheless, climate change renders it impossible to 
assume that rainfall and climate variability will fall within 
the projected range. The DMF will record it as an 
assumption, and ADB and the KMC will monitor it. 

3. Experienced staffers do 
not remain with the PMU. 

Medium Loan covenants cannot restrict freedom of choice in 
employment. Most staff has worked in the PMU since 
about 2005, are strongly committed to the project, and are 
therefore likely to stay. The DMF will record it as an 
assumption, and ADB and the KMC will monitor it. 

ADB = Asian Development Bank, DMF = design and monitoring framework, KMC = Kolkata Municipal 
Corporation, PMU = project management unit. 
Source: Asian Development Bank estimates. 
 
 


