
Water Resources Project Preparatory Facility (RRP NEP 45206) 

RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 
A. Introduction 
 
1. This assessment draws upon the 2009 macro governance risk assessment carried out 
for the country partnership strategy, 2010–2012 of the Asian Development Bank (ADB) for 
Nepal.1 As per the requirements of the Second Governance and Anticorruption Action Plan 
(GACAP II, 2006),2 this assessment covers national or macro public financial management 
(PFM), procurement, and corruption risks (for which the 2009 assessment is updated, where 
relevant); and at the project level. It documents major risks, and proposed risk mitigation 
measures for the Water Resources Project Preparatory Facility. 
 
B. Summary Assessment 
 
2. The 2009 governance risk assessment identified national and macro risks in PFM as  
(i) weak capacity of relevant central bodies; (ii) weak capacity of local bodies in all aspects of 
budget execution; (iii) little follow-up on financial irregularities; (iv) ineffective internal controls, 
audit, and monitoring and evaluation systems; and (v) low fiscal transparency. Some of the 
systemic procurement risks identified were (i) low capacity of all relevant institutions, (ii) political 
influence in procurement, (iii) low transparency in procurement decisions, (iv) weak quality 
control and monitoring system and performance evaluation for procurement works, and  
(v) absence of or failure to adhere to procurement plans. Major systemic corruption risks 
identified were (i) low capacity of agencies to investigate corruption cases and implement rules 
and regulations, (ii) weaknesses in audit provisions and follow-up, (iii) political interference in 
administration, and (iv) weak monitoring and whistle-blowing provisions. 
 
3. The facility may also face these systemic risks, although to a lesser extent. While 
procurement and corruption risks in the facility largely mirror the macro risks, project-specific 
risks in PFM are (i) poor record keeping, accounting, reporting, and internal controls;  
(ii) inadequate capacity of implementing agencies for financial management; and (iii) delayed 
project approval and start-up. Sector-specific risks in procurement are (i) weak capacity at all 
levels, and (ii) weaknesses in procurement controls. A major corruption risk is related to 
financial irregularities and misuse of funds. 
 
C. Risk Mitigation Plan 
 
4. The table details possible mitigating measures for major risks facing the facility. As per 
GACAP II, a major risk is one that is likely, relatively serious, and not mitigated over the project 
period. 

                                                 
1 ADB. 2009. Country Partnership Strategy: Nepal, 2010–2012. Manila. 
2 ADB. 2006. Second Governance and Anticorruption Action Plan (GACAP II). Manila. 
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Risk Assessment and Risk Management Plan 
 

Risks 

Assessment 
without 

Mitigation Management Plan or Measures 

Assessment 
with 

Mitigation 
Natural disasters 
and climate change 

Medium Disaster and climate change risk screening was 
conducted to assess the exposure of the facility to 
climate-induced risk and natural disasters. 
 
Water-induced hazard mapping to be undertaken 
under the facility will identify areas of major river 
basins in Nepal most prone to natural disasters 
and negative impacts of climate change. 
 
The projects to be prepared under the facility will 
help farmers adapt to long periods of drought 
through improved irrigation and water use 
efficiency in subproject areas. 
 

The social mobilization and capacity development 
program under the ensuing projects will help 
farmers and DOI and DWIDP staff to better 
understand the impacts of climate change, and 
identify adaptation and mitigation measures. 

Low 

Delays in the start-
up of facility 
implementation 

Medium The establishment of the FMU will be accelerated 
through the use of advance procurement and 
retroactive financing for office equipment, vehicles, 
and consulting services. 
 
The government has acted on including the facility 
in the government’s budget for fiscal year 2013. 

Low 

Delays in consultant 
recruitment and poor 
quality of consulting 
services provided 

Medium The facility design entails strong ADB involvement 
in the recruitment of the first three of five packages 
of consulting services. 
 
Management and capacity-building supports are 
provided to the FMU to assist in recruiting the other 
two packages as well as in supervising consulting 
service inputs and monitoring output. 
 
Full safeguards and gender equality and social 
inclusion frameworks were prepared so that 
consultants have a precise guide to follow while 
preparing safeguard and gender aspects of the 
ensuring projects and of the updated Irrigation 
Master Plan. 
 

Considerable effort has gone into the preparation 
of detailed terms of reference, which have been 
discussed in detail with the executing and 
implementing agencies. 

Low 

Governance: public 
financial 
management, 

Medium Project-specific measures to enhance governance 
and prevent corruption include 
 

Low 
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Risks 

Assessment 
without 

Mitigation Management Plan or Measures 

Assessment 
with 

Mitigation 
procurement, and 
corruption 

(i) provision of international financial and 
procurement expertise in the FMU 
consulting services package; 

(ii) establishment of a website for the facility to 
announce all business opportunities and 
procurement packages, and follow project 
activities; and 

(iii) delegation of an FMU officer as the contact 
point for queries and complaints with 
regard to procurement and consulting 
services recruitment and implementation 
activities. 

Overall Medium  Low 
ADB = Asian Development Bank, DOI = Department of Irrigation, DWIDP = Department of Water-Induced Disaster 
Prevention, FMU = facility management unit. 
Source: Asian Development Bank. 
 

D. Conclusion 
 
5. While the overall project risk rating prior to mitigation is medium, it declines to low after 
suitable mitigation measures are put in place. Several central and local reform efforts are under 
way to strengthen financial management processes. Development partners are supporting the 
government in adopting the treasury single account, upgrading financial management 
information systems, introducing streamlined reporting arrangements, and designing more 
efficient funds transfer mechanisms to local bodies. These are judged to be central in helping 
mitigate the fiduciary risks inherent across all sectors in Nepal. 
 
6. The facility will ensure ongoing review of the risk mitigation plan during project 
implementation. 
 




