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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Risk Assessment Mitigation Measures or Risk Management Plan 

Procurement, Regulatory, and Operational 

Project 
Completion 
 

Medium Completion delays largely result from issues related to land 
acquisition and right-of-way approvals. The land for this project 
has been identified and the risk of delays is expected to be low. 
POWERGRID has a strong technical, legal, and management 
team that monitors project implementation schedules, which has 
resulted in a good implementation track record. In the case of 
delays and ensuing cost overruns, tariff regulations allow the 
regulator to approve an increase in project cost, based on which 
the transmission tariff is calculated, such that POWERGRID can 
recover cost increases outside its control through the standard 
tariff methodology. 

Regulatory Low The regulator has historically avoided making sudden or 
significantly adverse changes. Major regulatory decisions have 
been made with objective criteria and input from stakeholders via a 
public and transparent process. The regulator has provided 
detailed explanations in support of new or amended regulations. 
The tariff structure and components have remained largely 
unchanged in past regulatory periods. 

Competition Low The power transmission sector has been open for private sector 
competition since 2006. Given the inherent challenges in 
undertaking large, complex, high-voltage interstate transmission 
projects with high capital expenditure and investment 
requirements, competition is limited.  

Operation and 
Maintenance 
 

Low POWERGRID has demonstrated a consistently good operating 
performance with availability of the national network above 99% 
and EBITDA above 84% in the past five years.  

Financial Risks and Management 

Revenue 
 

Low Due to its business profile, regulated nature of capital 
expenditure, predictable tariff-based revenues, and full cost 
recovery from a supportive regulatory environment, 
POWERGRID revenue risk is considered to be low. The essential 
nature of power transmission has resulted in a good collection 
record with customers and low overdue receivables. As 
mentioned, tariff regulations allow cost recovery of regulator-
approved cost overruns. 

Funding and 
Liquidity 
 

Low POWERGRID is an experienced borrower and issuer and has 
successfully accessed financing from both Indian and international 
sources. Financial due diligence has demonstrated that 
POWERGRID’s projected revenue and cash flow generation is 
robust under different scenarios and that adequate funding is 
available for the project. 

Foreign Exchange 
Variations 

Low The majority of POWERGRID’s long-term debt is denominated in 
Indian rupees, and there is no foreign exchange risk arising from 
this. For foreign currency debt, POWERGRID has not undertaken 
any foreign exchange hedging since foreign exchange-related 
costs or losses are permitted as a pass-through in the 
POWERGRID tariff, without further regulatory approval.  

Governance 

Governance Low POWERGRID maintains solid, transparent financial management 
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and procurement systems. ADB has performed its standard Know-
Your-Customer assessment and found there to be no material 
integrity concerns. 

Overall Low  
ADB = Asian Development Bank, EBITDA = earnings before interest, taxes, depreciation, and amortization, 
POWERGRID = Power Grid Corporation of India Limited.  
Source: Asian Development Bank. 
 

1. Project completion. Project equipment procurement and construction will be 
implemented via contracts tendered on an international competitive basis following the Asian 
Development Bank’s Procurement Guidelines (2015, as amended from time to time). The 
contracts will have suitable liquidated damages for failure to meet appropriate schedule, cost, and 
performance benchmarks. Regulations protect Power Grid Corporation of India Limited 
(POWERGRID) from cost increases that are outside its control. Where costs increase as a result 
of force majeure events, a change in law, or other reasons outside POWERGRID’s control, as 
approved by industry regulator Central Electricity Regulatory Commission, these can be included 
in the tariff calculation.  
 
2. The most common reason for delay in transmission projects’ completion is the time 
taken to acquire land and rights–of–way for transmission lines. The land for project substations 
and terminals has been identified and belongs to either POWERGRID or the relevant state 
government. Due diligence was undertaken on the government land and confirms that the land 
is government-owned, not subject to any claims or disputes, and vacant. The high-voltage direct 
current (HVDC) terminal in Pugalur, Tamil Nadu will be constructed on private land being 
secured on a willing-buyer, willing-seller basis through a negotiated settlement that is in 
advanced stages. POWERGRID has a strong in-house technical, legal, and management team 
that monitors projects’ implementation schedules. As a result, POWERGRID has had a good track 
record of delivering projects on time and within budget.  
 
3. Regulatory. POWERGRID’s revenues are determined by national policy and regulations 
formulated by the industry regulator. These may be revised occasionally to reflect the interests 
of stakeholders and the objectives of providing a stable regulatory framework for industry 
participants while also encouraging efficiencies and lower costs to the consumer. The industry 
regulator has historically been supportive of POWERGRID as the central transmission utility and 
national transmission licensee, with the tariff structure and key tariff components remaining 
largely unchanged during the 2014–2019 regulatory period as well as past regulatory periods. 
The tariff structure, with its five components (return on equity, depreciation, interest on loan 
capital, interest on working capital, and operation and maintenance expenses), was introduced 
in 2004. In past regulatory periods, the regulator has not made sudden or significantly adverse 
changes impacting the tariff’s structure or components. Further, all major regulatory decisions 
have been made using objective criteria and input from all stakeholders via a public and 
transparent process. 
 
4. Competition. Since 2006, the power transmission sector has been open for private 
sector competition, as per the Tariff Based Competitive Bidding guidelines issued by the 
Government of India. Given the requirements to undertake large, complex, high-voltage 
interstate transmission projects with high capital expenditure and investment requirements, 
participation in, and successful implementation of, transmission projects by the private sector 
has been limited. 
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5. Operation and maintenance. POWERGRID will carry out project operations and 
maintenance in-house. POWERGRID has demonstrated consistently good operating 
performance with availability of the national network being above 99% in the past five years. 
During FY2015, availability was 99.87%. As a result of operating efficiencies, POWERGRID’s 
earnings before interest, taxes, depreciation, and amortization have consistently been above 
84% in the past five years. In FY2015, they were 86.4%. 
 
8. POWERGRID is implementing some operating and technical changes that will further 
improve results, including gradually upgrading transmission lines to higher voltage lines with 
19% of central transmission lines being 500 kilovolt and above in May 20151 (compared with 
10% at the end of the India’s Tenth Five Year Plan, in March 2007). POWERGRID has also 
implemented several interregional links and HVDC systems, which facilitate bulk power 
transmission over long distances with reduced transmission losses and right–of–way 
requirements. In addition, POWERGRID is introducing efficiencies that include: (i) centralized 
operation of substations, (ii) aerial patrolling of transmission lines, and (iii) smart grid systems 
and regional control centers to manage load flow. 
 
6. Revenue. Policies and regulations, formulated by the government and industry regulator, 
determine POWERGRID’s transmission revenues. POWERGRID largely comprises a portfolio 
of regulated transmission assets with a predictable revenue stream. Power transmission’s 
essential nature and industry-regulation payment security mechanisms have resulted in a good 
collection record with customers and low overdue trade receivables. 
 
7. Funding and liquidity. POWERGRID is an experienced borrower and issuer and has 
accessed financing from different sources including the Indian and international debt capital 
markets, equity markets, multilaterals, development financial institutions, export credit agencies, 
and commercial banks. Economic and financial analysis has demonstrated that POWERGRID’s 
projected revenue and cash flow generation is robust under different scenarios and that 
adequate project funding is available from corporate and other financing sources.2  
 
9. Foreign exchange and interest rate variations. The majority of POWERGRID’s long-
term debt is denominated in Indian rupees, and there is no foreign exchange risk arising from 
this. For foreign-currency debt, POWERGRID has not undertaken any foreign exchange 
hedging. This is largely because any foreign exchange-related costs or losses arising from the 
financing of independent transmission services are permitted as a pass-through in the 
POWERGRID tariff, without further regulatory approval. Where POWERGRID decides to hedge 
its foreign exchange risk, the cost of hedging can also be recovered from customers.  
 
10. Governance. The Asian Development Bank has performed its standard Know-Your-
Customer and integrity due diligence assessment on POWERGRID and found the company has 
robust controls and internal procedures to support corporate governance best practices, 
including codes of conduct for directors and management, whistle-blower policies, and 
independent audit functions. 

                                                
1
  Government of India, Ministry of Power. 2015. Growth in Transmission Sector. New Delhi. 

2  Economic analysis of the project is described in Economic Analysis (accessible from the list of linked documents in 
Appendix 2 of the RRP) and financial analysis of the project and POWERGRID is described in Financial Analysis 
(accessible from the list of linked documents in Appendix 2 of the RRP). 


