
Local Government Enhancement Sector Project-Additional Financing (RRP SRI 42459)  

RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description 
Risk 

Assessment  Mitigation Measures or Risk Management Plan 

Procurement 
Many small contract 
packages delay 
implementation.  

Low Procurement will be conducted by the SPCUs under the 
guidance of the PMU; both are experienced in ADB-
financed projects and successfully managed a large 
number of small contracts in the original project. Qualified 
consultants will assist throughout procurement and 
contract management. If needed, ADB procurement clinics 
combined with project-specific training programs will be 
held. Post review (sampling) for small contracts will avoid 
delays in the ADB review process.  

Public Financial Management 
Limited financial 
management capacity in 
local authorities will lead 
to improper financial 
management.  

Low Improving financial management, including preparation of 
final accounts within 3 months from the end of each fiscal 
year, is a requirement under reform plans. The PMU and 
SPCUs will provide the support needed to build the 
capacity of local authorities.   

Audits by the Auditor 
General’s Department 
are delayed beyond the 
control of the local 
authorities.  

Medium The ADB Sri Lanka Resident Mission is engaged in 
continuous dialogue with the Auditor General’s 
Department to undertake audits on time. Both the PMU 
and the SPCUs have experience with ADB-funded 
projects.  

Implementation 
Prolonged process for 
land acquisition will 
cause implementation 
delays. 

Low Most (and possibly all) subprojects will require no land 
acquisition. Subproject selection criteria include that 
subprojects that fall under category A for involuntary 
resettlement will not be selected. 

Amendments to acts and 
ordinances governing 
local governments are 
not approved as planned 
and in a timely manner.  

Medium The government constituted a committee to study all 
pending amendments, including those recommended 
under the ADB capacity building technical assistance 
associated with the original project,

1
 and will propose final 

draft amendments to enhance democratic governance. 
Follow-on advisory support will be provided under output 3 
if required. Policy dialogue with the government, 
particularly with the Ministry of Provincial Councils and 
Local Government, will continue.  

Change in leadership in 
local authorities may 
derail reform plan 
implementation.  

Medium Each reform plan requires local authority approval through 
a council resolution. The PMU and SPCUs will closely 
monitor the implementation of reform plans. Successful 
implementation of reforms under these plans is a key 
factor in determining budgetary support for local 
authorities.   

Local authorities select 
subprojects differently 
from the original plan. 

Low Selection of subprojects will be made through an inclusive 
and participatory mechanism to ensure that local needs 
are properly reflected.  Performance targets are set in a 
realistic manner.  

Technical 
Local authorities lack Low The experience, capacity, and commitment of local 
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capacity to operate and 
maintain the water 
supply systems. 

authorities to successfully operate and maintain the 
system, and set tariff levels so as to ensure O&M cost 
recovery, will be confirmed at the outset. Capacity 
development and training programs will be implemented. 
NWSDB will operate most of the water supply systems 
under output 1.   

Asset transfer to 
NWSDB does not go 
smoothly after the 
completion of the project.  

Low NWSDB will be involved in every step of project 
implementation under output 1. It will prepare detailed 
designs, participate in bid evaluation, and provide 
technical support during construction. 

Sustainability 
Budget of local 
authorities is insufficient 
to meet the increased 
demand for O&M of 
facilities built by the 
project. 

Low Increasing the own-source revenues of local authorities is 
an important element of the reform plans. The PMU and 
SPCUs will closely monitor implementation of reform 
plans. The project will support enhancement of own-
source revenues through various measures, including IT 
system development, introduction of citizen-friendly forms 
and systems, and increased public awareness.  

Existing NWSDB water 
supply systems are 
insufficient to provide 
continuous water supply 
to newly extended areas.  

Low Water availability, capacity of treatment facilities, and 
system functionality will be confirmed by NWSDB during 
the detailed design phase to ensure water supplies are 
adequate, which will be confirmed by the PMU or DSCs. If 
necessary, the project will support capacity augmentation 
and system improvement. NWSDB will continue non-
revenue water reduction programs. NWSDB will secure 
adequate staff and resources for proper O&M of the 
systems.   

   
Overall Low  
ADB = Asian Development Bank, DSC = design and supervision consultant, NWSDB = National Water Supply and 
Drainage Board, O&M = operations and maintenance, PMU = project management unit, SPCU = subproject 
coordination unit. 
Source: Asian Development Bank. 


