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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 

 

Risk Description 
Risk 

Assessment 
Mitigation Measures or Risk Management 

Plan 

Policy 
Low capacity sector 
governance impairing 
sustainability of sector 
investments 
 

Low Government of Madhya Pradesh has been in 
the forefront of implementing several sector 
governance improvement programs, including 
establishing a corporatized entity like the 
Madhya Pradesh Urban Development Company 
(MPUDC). Project investments include 
nonphysical investments of capacity building for 
all local bodies and also to the MPUDC to 
sustain the investments. 
 
Private sector involvement in operation and 
maintenance (O&M) of water supply schemes 
under the project will build capacity of local 
bodies for the maintenance of infrastructure.  

Financial management  
The recently established 
MPUDC is still in the 
process of ensuring 
adequate staffing and 
setting up information 
systems, internal controls, 
and accounting and 
reporting systems. 

Moderate The MPUDC staff will include Urban 
Development and housing Department (UDHD) 
staff with a strong understanding of state 
government financial regulations as well as 
requirements for externally aided projects. The 
MPUDC has committed to filling all sanctioned 
positions, including a full-time chartered 
accountant. External auditors have been 
appointed and internal auditors will be 
appointed. Finance staff will be provided training 
in ADB financial reporting, and disbursement 
and procurement requirements under the 
project. 

The government of 
Madhya Pradesh may not 
implement the proposed 
regulatory institutional 
regime proposed under 
Madhya Pradesh Vision 
2018. 

Moderate The MPUDC and government of Madhya 
Pradesh will establish a financial fund flow 
mechanism to ensure transparent operating 
subsidies through appropriate state and 
intercept mechanisms to ensure sufficient 
funding for sustainable operations, and asset 
management will be undertaken by the 
operating contractor.  
 
The proposed attached capacity building TA will 
work toward building government of Madhya 
Pradesh and the MPUDC capacity to implement 
the regulatory institutional regime.  

Lack of financial 
sustainability because 
water and sewerage tariffs 
are not rationalized by 
participating urban local 
bodies (ULBs) for full 
O&M cost recovery. 

Moderate The government of Madhya Pradesh is 
committed to implementing sector reforms, and 
creating infrastructure, and improving service 
delivery. The government of Madhya Pradesh 
shall put in place a plan for progressive cost 
recovery—at least 50% cost recovery by the end 
of 2019—and commissioning water 
infrastructure and 100% cost recovery by the 
end of 2028, when the operating contract ends. 

Inadequate tariff affects 
cost recovery and 

Moderate Awareness campaigns for consumers and ULBs 
on improved service levels linked to marginally 

http://www.adb.org/Documents/RRPs/?id=42486-01-4
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financial sustainability 
because of low willingness 
to pay. 

higher tariffs will be conducted, and continuing 
policy dialogue for gradual and continuous 
volumetric tariff increases will be implemented. 

Procurement and 
implementation  
Lack of qualified 
contractors and 
challenges in availability 
of cleared sites may lead 
to delays in project 
implementation, and result 
in cost and time overruns.  
 

High The MPUDC and ULBs have conducted several 
pre-bid meetings to explain the bid documents to 
the potential bidders. The MPUDC has taken 
advance actions for timely possession and 
securing of the land acquired for project works. 
The MPUDC employed a senior manager to 
ensure availability of unencumbered land and 
minimize private land acquisition. The ULBs’ 
obligations include ensuring right of access for 
laying pipelines and construction of treatment 
plants and water tanks. 

Source sustainability 
Risks related to climate 
change adversely affect 
water sustainability. 

Moderate Risk screening will be done to identify the type 
and intensity of climate risk the subprojects will 
face. If risks are found to be relevant, adaptation 
or resilience measures to protect the 
investments from pre-identified risks will be 
incorporated into the project design. The Water 
Resource Review Committee, comprising 
experts from all water-related departments, is 
constituted to review and validate the water 
source selection and intake location. 

Policy decisions to source 
water from surface water 
and groundwater can 
create opportunities for 
corruption from the 
construction of treatment 
plants and procurement of 
chemicals. 

Moderate Project design guidelines prescribed by the TA 
consultants and agreed by the PMU envisage 
effective techno-economic analysis of subproject 
investments. Where local groundwater is 
feasible and sustainable in the long term, it is 
provided with highest priority in source selection. 
This aspect will be ensured by WRRC. 

Water supply network is 
not operated properly 
during the post-
construction period. 

Moderate Project implementation is through composite 
design–build–operate contracts. Contractor’s 
remuneration is linked to performance with built-
in incentives for nonrevenue water reduction 
through effective network management. 
Sufficient O&M funding is included in the project 
cost. 

Consultants and staff 
turnover to affect project 
implementation 

Low  The government of Madhya Pradesh and the 
MPUDC will prepare a human resources plan to 
attract and retain competent staff and 
consultants. The government of Madhya 
Pradesh will monitor its strict implementation. 

Others 
Lack of coordination 
among various agencies 
may result in suboptimal 
outcome 

Moderate The government of Madhya Pradesh has 
already constituted an empowered committee 
chaired by the chief secretary to steer and 
provide effective and timely policy and 
implementation decisions on the project. In 
addition, TRC and DWAC will ensure robust 
investment proposals to ensure sustainability. 
The respective municipal standing committees 
and political representatives will be involved in 
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planning and implementation of the project. 

Households do not 
connect to the water 
supply and sewerage 
system. 

Moderate The subproject design includes full coverage of 
all households (existing as well as newly added) 
during the period of the operating contract. The 
MPUDC is instituting a connection policy for 
water and sewerage connections to achieve full 
coverage and subsidies to poor and vulnerable 
households. 

Water supply network is 
not operated properly in 
the post-construction 
period 
 

Moderate Project implementation is through composite 3-
year construction and 10-year operation 
contracts based on FIDIC standard contracts in 
which the operating fee will be linked to 
delivering performance on target service levels. 
Ten-year O&M cost is included in the project 
cost estimation to ensure availability of funds for 
asset management. 

Lack of skilled operating 
staff 

Moderate The government of Madhya Pradesh has 
prepared a structured skills development 
program to be implemented across the state. 
The project will ensure effective and continuous 
coordination with the skills development agency 
to improve the availability of skilled operators by 
the time the subprojects are ready for 
commissioning. 
 
The proposed attached capacity building TA will 
help to improve skills of operating staff. 

High nonrevenue water 
resulting in low cost 
recovery and low demand 
satisfaction levels 

Moderate The proposed operating contract will include 
incentives for encouraging maintenance of low 
water losses and high performance efficiency. 
Training and capacity building will be provided to 
PMU and PIU staff in continuously checking and 
monitoring the level of losses in the networks. 

Climate-change-related 
risks adversely affect the 
construction schedule, and 
longevity of infrastructure 
components of the project 
due to extreme events. 

Moderate Risk screening will be done to identify the type 
and intensity of climate risk the project will face. 
If risks are found to be relevant, adaptation or 
resilience measures to protect the investments 
from pre-identified risks will be incorporated into 
the project design. 

Overall Moderate  
ADB = Asian Development Bank, CGWB = Central Ground Water Board, DWAC = District Water Allocation 
Committee, FIDIC = Fédération Internationale des Ingénieurs-Conseils, MPUDC = Madhya Pradesh Urban 
Development Company Limited, O&M = operation and maintenance, PHED = Public Health Engineering 
Department, PIU = project implementation unit, PMU = project management unit, TA = technical assistance, 
TRC = Technical Review Committee, UDHD = Urban Development and Housing Department, ULB = urban local 
body, WRRC = Water Resource Review Committee. 


