
Madhya Pradesh Urban Services Improvement Project – Additional Financing (RRP IND 42486-018) 
 

RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 
Risk Description Rating Mitigation Measures Responsibility 
A. Governance     
Financial Management    
1. Financial management 

arrangements inadequate 
to ensure funds are used 
for intended purpose, e.g., 
PMU and PIUs are not 
staffed with adequate, 
dedicated, and qualified 
accounting staff, resulting 
in delays and 
noncompliance with 
ADB’s financial 
management 
requirements. Needs to 
be strengthened. 

 

Substantial  Complete recruitment of senior 
accounting officer and assistant 
accounting staff to fill vacant position. 
A qualified financial management 
specialist will be engaged to provide 
support to strengthen the project 
accounting and control system. 
 
Include comprehensive financial 
information in the quarterly progress 
reports 
 
Ensure the project is regularly audited 
by entity’s internal audit function 
 
Establish an audit committee to 
improve governance and internal 
control framework 
 
Provide training in ADB’s financial 
management requirements, 
disbursement procedures, and 
systems 

MPUDC 
 
 
 
 
 
 
 
MPUDC 
 
 
 
MPUDC 
 

2. PMU and PIUs’ limited 
knowledge about ADB’s 
financial management 
and disbursement 
procedures  

Moderate Continuous training to be provided to 
the accounts staff of the PMU and 
PIUs in ADB’s financial management 
and disbursement procedures and 
systems (LFIS, CPD, etc.). 

ADB, PMDSC 

3. Absence of an audit 
committee may have a 
negative effect on the 
quality of concurrent and 
statutory audits as well as 
the follow-up on post-
audit observations.  

Moderate Establish an audit committee by loan 
effectiveness. 
 

UDHD, MPUDC 

4. Delays in customizing 
existing accounting 
software and producing 
separate financial reports 
for the project in the 
agreed format may cause 
delays in submission of 
withdrawal applications 
for reimbursements.  

Moderate Customize existing accounting 
software for the project in the agreed 
format 

MPUDC 

Procurement     
5. Empowered cum 

executive committee 
review of procurement 
documents and 

Medium There will be close coordination, 
communication, and information 
sharing between UDHD, MPUDC, 
and PMU about ADB’s procurement 

ADB, UDHD 

http://www.adb.org/Documents/RRPs/?id=42486-018-3
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Risk Description Rating Mitigation Measures Responsibility 
unfamiliarity with ADB’s 
procurement policy may 
cause project 
implementation delay. 

policy and review process. UDHD and 
MPUDC staff will participate in ADB 
procurement training. 

6. Lack of qualified 
contractors may lead to 
delays in project 
implementation and result 
in cost and time overruns. 

Low Contract provisions will be enforced 
and stringent supervision ensured 
from the commencement of the 
contract. 

MPUDC, PMDSC 

7. Consultants turnover 
affects project 
implementation. 

Low Consultants’ staffing schedule will be 
monitored in line with contractual 
provisions. Six months of overlap will 
be ensured between outgoing and 
incoming consultants to avoid loss of 
institutional memory.  

MPUDC, UDHD 

Institutional Capacity     
8. ULBs’ have limited 

technical capacity to 
design–build–operate 
water and sanitation 
infrastructure for 
improved urban services 
and Limitation of local 
recruitment procedures 
constrains MPUDC from 
attracting good talent 
from the labor market. 

 The project includes nonphysical 
investments, i.e., capacity building for 
all ULBs, and MPUDC will address 
technical capacity constraints on 
improving urban sector performance 
including water and sanitation 
subsector. 
 
Private sector involvement in O&M of 
water supply, storm water, and 
sewage subprojects under the project 
will address ULBs’ capacity and 
transfer knowledge to build capacity 
of ULBs.  
 
DBO contracts will be executed for 15 
years in all ULBs. 
 
Training will be provided to engineers 
of all ULBs on water and sanitation 
infrastructure design. 

UDHD, MPUDC 
 
 
 
 
 
 
 
MPUDC, ULBs 
 
 
 
 
 
 
MPUDC 
 
 
MPUDC 

9. Staff positions at PMU 
and PIU remain vacant 
resulting in no transfer of 
knowledge and slow 
implementation progress. 
 
 

Low Staff will be recruited from the market 
or deputed from line agencies to the 
PMU and PIUs.   

UDHD, MPUDC 

Operational Sustainability    
10.  The water and 

sanitation tariff is 
inadequate to meet the 
financial and operational 
sustainability of water 
and integration of storm 
water and sewage 
infrastructure. 

 

Substantial  The water tariff will be set to full O&M 
cost recovery in accordance with 
GOMP’s tariff directives.  
 
Volumetric billing and 100% 
household connections with metering 
will be implemented. 
 

ULBs 
 
 
 
ULBs, MPUDC 
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Billing and collection efficiency will; be 
increased through implementation of 
e-municipality.  
There will be continued reduction in 
nonrevenue water.  
 
For sanitation, budget (grant) support 
will be provided to ULB if tariff 
adjustment is not feasible to cover the 
O&M.  

UDHD, ULBs, 
ISCDC 
DBO contractor, 
PMDSC, ISCDC 
 
UDHD 

11. Low consumer 
willingness to pay 
revised water tariffs, 
affecting 100% O&M 
cost recovery  

 

Medium Public awareness will be 
implemented on metering and 
volumetric tariffs.  
 
Information and communication 
campaigns will be implemented to 
educate consumers on improved 
water supply services. 

PMU, ULBs, 
ISCDC 

12. Households do not 
connect to the sewerage 
system. 

Medium Information and communication 
campaigns will be implemented, 
including hygiene and sanitation, in 
behavior change awareness program 
to educate consumers on improved 
sanitation services. 

PMU, ISCDC 

Others    
13. Implementation delays 

result in time and cost 
overruns resulted 
because of prolonged 
impact of COVID-19 on 
local value chains 
(construction materials 
and services). 
 

Substantial Advance actions will be initiated to 
achieve high project readiness.  
 
A protocol for communicable 
diseases, such as COVID-19, will be 
implemented, which contractors, 
consultants, PMU, and ULBs will be 
required to be follow, to ensure 
appropriate measures exist for 
ensuring adequate health and safety 
of all while resuming and performing 
project-related works.  
 
An information-technology-based 
project management system will be 
will be introduced to track 
implementation progress of scattered 
subprojects.  

MPUDC 
 
 
MPUDC 
 
 
 
 
 
 
 
 
 
MPUDC 

14. Lack of coordination of 
various stakeholders 
(particularly political 
parties, elected 
representatives, UDHD, 
ULBs, MPUDC, media, 
civil society 
organizations) may 
result in suboptimal 
results.  

Medium Stakeholder meetings will be 
organized to inform about project 
scope and progress, and thereby 
build support for the implementation 
of the project as well as reforms. 

UDHD, MPUDC 
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15. The availability of clear 

sites for septage 
treatment plant may 
result in cost and time 
overruns.  

Low Possession of land, if required, will be 
ensured in advance of works for 
project works. 

ULBs, MPUDC 

16. COVID-19 pandemic risk 
to health and safety of 
laborers 

Medium Site-specific health and safety plans 
for COVID-19 will be enforced.  

UDHD, MPUDC 

17. Delay in update of IEE, 
resettlement plan, and 
IDD lead to poor 
compliance with 
safeguard requirement 

Low Quarterly progress reports will include 
subproject-wise status of the updated 
IEE, resettlement plan, and IDD. 
 
There will be close monitoring on a 
quarterly basis of safeguard 
compliance. 

MPUDC 
 
 
 
ADB 

18. Vulnerable households 
are not connected for 
improved services. 

Low The scope of works for DBO 
contracts includes 100% of household 
connections, including vulnerable 
households. 
 
A list of vulnerable households will be 
maintained at the PIU,  ULB and 
Customer Service. 
 
The project supports implementing a 
participatory audit to ensure each 
vulnerable household is connected to 
improved services.  

MPUDC 
 
 
 
 
MPUDC, ISCDC 
 
 
 
ULBs, ISCDC 

19. Climate change may 
cause shortage in 
surface water and 
groundwater sources. 
 

Medium Install data accusation and monitoring 
system at water source.  
 
Provision of additional freeboard 
allowance for key structures like wet 
wells, treatment plants, and water 
intakes will be ensured.   
  
Adequate underground water 
recharging approaches will be 
implemented in ULBs where the 
groundwater is the source of drinking 
water. 

MPUDC 
 
 
MPUDC 
 
 
 
 
ULBs, MPUDC 

Overall Medium   
ADB = Asian Development Bank, COVID-19 = coronavirus disease, CPD = client portal for disbursements, DBO = 
design–build–operate, GOMP = Government of Madhya Pradesh, IDD = integrity due diligence, IEE = initial 
environmental examination, ISCDC = institutional strengthening and capacity development consultant, LFIS = loan 
financial information system, MPUDC = Madhya Pradesh Urban Development Company Limited, O&M = operations 
and maintenance, PIU = project implementation unit, PMDSC = project management design supervision consultant, 
PMU = project management unit, UDHD = Urban Development and Housing Department, ULB = urban local body. 
Source: Asian Development Bank. 


