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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Rating Mitigation Measures Responsibility 

1.  Policy/Sector Reform    

1.1. Poor sector 
coordination leads to 
inefficient use of 
scarce financial and 
human resources, 
inconsistencies, and 
sector fragmentation 

L Reflecting the high priority assigned to water 
supply and sanitation, the Government of the 
Lao PDR established the DWS in December 
2015. One of its primary functions is to take the 
lead in the coordination of plans and activities 
for the water and other urban infrastructure and 
services sector. Coordination of the sector has 
improved significantly since that time. 
mitigation required. Continue to support DWS. 

MPWT 

1.2  Government and 

service providers do 

not adopt sector 

policy reforms 

H Adoption of sector reforms forms part of the 
subproject selection criteria and supports 
investment sustainability. Delays should not 
affect regular tariff adjustments. 

MPWT 

2.  Project Implementation    

2.1  Government does not 

allocate sufficient and 

qualified institutional 

and human resources 

to support the project. 

M Establishment of a PCU and PIUs, and 
recruiting of staff were a readiness condition. 
Track record of the current project is good. 

DWS/PCU 

2.2  Lack of management 

personnel in PCU to 

manage and 

implement multiple 

projects and TA 

activitiess 

M The PCU has a project director and two deputy 
project directors with seven other support staff, 
and a project accountant (consultant). 
Performance to date is satisfactory. 

DWS/PCU 

2.3  Limited capacity of 

the PCU and PIUs 

for project 

implementation 

M Key members of the PCU have extensive 
experience from implementing previous ADB 
projects, including the current project. The 
project selection criteria focus on better-
performing PNPs, most of which have some 
ADB experience. The PCU and PIUs will 
continue to receive further on-the-job capacity 
development and training under the additional 
financing. The incumbent PIA team is 
competent and experienced and will continue 
to support the PCU and PIUs. 

DWS/PCU 

2.4  Lack of adherence to 

accounting policies and 

procedures 

M The PCU has a long-term qualified accountant 
situated within its office to provide guidance 
and support on all accounting policies and 
procedures. 

DWS/PCU 

2.5  The absorptive 

capacity of the water 

supply subsector is 

limited. 

M Government staff, consultants, and 
construction contractors have benefited from 
the experience of working on previous ADB 
sector projects. PCU, PIA consultants, and 
contractors have all benefited from 11 
continuous years of experience with ADB 
sector projects. However, the project must be 
implemented in phases so as not to exceed the 
capacity of these actors. 

DWS/PCU 

2.6  Slow disbursement 

because of  low 

readiness and slow 

procurement 

H The executing agency, MPWT, prepared 
several feasibility studies and detailed 
engineering designs that can proceed to 
procurement. Contracts will be awarded shortly 
after ADB approves the additional financing. 

DWS/PCU 
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3.  PNP Performance    

3.1  PNPs are not yet in a 

position to develop 

and prepare 

corporate plans 

independently. 

M The PIA team and PCU should continue to 
provide ongoing support during the 
implementation of the additional financing. 

DWS/PCU 

3.2  Nonpayment of water 
bills by central 
government agencies 
adds to PNPs’ arrears 
and imperils their 
financial sustainability 

M Arrears less than 90 days remain part of the 
eligibility and subproject selection criteria for 
project inclusion. Each PNP includes arrears 
as part of its corporate plan review and update. 

DWS/PCU 

3.3  PNPs do not adopt 

business practices, 

commercial 

orientation, and 

customer focus. 

M With the assistance of DWS, ADB, Norwegian 
Agency for Development Cooperation, and 
Japan International Cooperation Agency, PNPs 
are gradually becoming more aware of the 
benefits of adopting business principles. This is 
reflected in the fact that corporate planning is 
now much more of a demand-driven exercise. 

DWS/PCU 

4.  Operation & 

Maintenance 
   

4.1  Arrangements for O&M 
of subproject assets are 
not implemented 
successfully. NRW 
reduction measures are 
unsustainable. 

H The project supports the PNPs in updating and 
improving O&M plans, and in developing new 
approaches for continuous nonrevenue water 
reduction and asset management. 

PNPs 

5.  Physical Risks    

5.1  NRW is not designed 

to be managed 

M Subprojects are designed to incorporate good 
practice such as (i) installation of bulk flow 
meters, (ii) creation of pressure zones within 
networks, (iii) introduction of improved billing 
and accounting systems, (iv) introduction of 
meter management policies, and (vi) 
improvement of monitoring practices. 

PNPs 

5.2  Raw water is 

insufficient to feed 

water supply systems 

La  

Mb 

 

Measurements of dry season and wet season 
stream flows are required as part of the 
feasibility study and detailed design. However, 
this must be viewed as anecdotal local 
knowledge of historical low-flow and high-flow 
events. 
 
Where raw water options exist, that which is 
perceived to be most reliable should be 
favored in the least cost analysis. 

PNPs 

5.3  Competition from 

upstream water users 

may adversely impact 

the minimum dry-

weather flow at the 

urban water supply 

intake. 

 

M The Water Supply Law gives priority to urban 
water supply over other users, and provincial 
governors support this provision. As part of the 
subproject eligibility criteria, provincial 
governments provide assurances that urban 
water supply has priority over other users and 
that upstream competing users agree to 
release sufficient water daily to maintain the 
minimum design flow at the intake. 

PNPs 
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6.  Fiscal Constraints    

6.1  Government 

counterpart funds are 

limited 

M Little budget support needed from the 
government apart from taxes and incremental 
administration salaries. Government cash 
contribution includes land acquisition and 
compensation and 10% of village 
environmental improvement costs, both of 
which are minimized in the project design. The 
executing agency advises participating 
provinces to make early budget allocation for 
these items. 

DWS/PCU 

 

 

 

7. Financial Management 

 

   

7.1  Country specific: weak 

PFM system, 

particularly 

accounting, budget 

preparation and 

execution, cash 

planning, and 

performance 

measurement  

H ADB, the World Bank, and other development 
partners continue to support ongoing efforts to 
strengthen PFM arrangements, through 
technical assistance and lending. 

MOF/MPWT 

7.2  Entity specific: 

shortage of PCU and 

PNP staff skills in 

financial 

management, 

including financial 

analysis, 

management 

accounting, financial 

reporting, and audit 

H The PCU that already exists under the current 
project will continue to be used whose staff 
have been trained in ADB project accounting 
and reporting requirements. Support will be 
provided by a financial management 
consultant from among the PIA team. 

DWS/PNPs 

7.3  Entity specific: 

malpractice and 

abuse of PFM rules 

by employees 

M Since 2007, significant progress has been 
made in strengthening the SAO. The new 
State Audit Law 2007 enhances its 
independence by having the SAO report to the 
National Assembly. Staffing was doubled and 
regional offices opened outside Vientiane. The 
SAO, with support from development partners, 
already started capacity-building activities to 
improve financial audits. An action plan for 
2009–2020 focuses on building its capacity 
and defining its resource requirements with 
support from development partners. 

DWS/PNPs 

7.4  Funds flow: 

government may be 

unable to meet 

funding obligations 

because of budget 

constraints 

 

M A project financing plan was formulated to limit 
government contribution to salaries of 
government counterpart staff, land and 
compensation, duties and taxes to ensure 
affordable counterpart financing. 

DWS/PNPs 



4 
 

Risk Description Rating Mitigation Measures Responsibility 

7.5  Staffing: PCU and 

PIUs have limited staff 

capability for financial 

management, 

accounting, 

budgeting, internal 

controls, and financial 

reporting 

M The PCU under the current project will 
continue to be used; its staff have been trained 
in ADB project accounting and reporting 
requirements. Support will be provided by a 
financial management consultant from among 
the PIA team. 

DWS/PNPs 

7.6  Accounting policies 

and procedures: 

maintenance of 

project accounts does 

not meet ADB 

requirements 

M The already existing project accounting 
system will be used. Separate project 
accounts for the current project and the 
additional financing will be used to identify the 
(i) goods and services financed from loan and 
grant proceeds; (ii) financing resources 
received; (iii) expenditures incurred on each 
component; and (iv) counterpart and 
cofinancier funds received and expended. 

DWS/PNPs 

7.7  Internal audit: weak 

capacity in the internal 

audit departments of 

the Ministry of Public 

Works and Transport 

and the provincial 

governments 

M Adequate internal control procedures and 
timely annual external audit are already in 
place under the current project. These 
arrangements will continue under the 
additional financing. Ongoing and planned 
efforts by ADB and other development 
partners to strengthen PFM arrangements 
include improved internal controls. 

DWS 

7.8  External audit: delay 

in the submission of 

externally audited 

project accounts 

because of the heavy 

workload of the SAO; 

annual audit may not 

meet ADB 

requirements. 

M The SAO is the agency responsible for 
auditing the project accounts. Under the Small 
Towns Water Supply and Sanitation Sector 
Project and current project, the SAO has 
submitted annual audit reports on time. This 
arrangement will continue under the additional 
financing. ADB shall review and approve the 
terms of reference for the SAO to conduct the 
audit, to ensure that compliance with loan 
covenants are covered. Also, audit report 
should include comparative financial 
statements and more details on the notes to 
the financial statements. 

DWS 

7.9  Reporting and 

monitoring: unreliable 

reports because of 

errors and staffs’ 

limited familiarity with 

ADB reporting 

requirements 

M The PCU under the current project will 
continue to be used; its staff have been trained 
in ADB project accounting and reporting 
requirements. Support will be provided by a 
financial management consultant from among 
the PIA team. 

DWS/PCU 

7.10  Information systems: 

accounting data not 

adequately 

safeguarded 

L PCU and PIUs will undertake regular backups 
of all financial, accounting, and project-related 
data; adequate security measures for the 
backed-up data shall be in place. 

DWS/PCU 

8.  Procurement    

8.1  Procurement capacity 

is limited, especially at 

the provincial level 

M The PIA team composition includes a 
procurement specialist to support the PCU and 
PIUs during project implementation. The bid 
evaluation committee acquired a great deal of 
experience under the previous and current 
sector projects. Procurement will follow an 
agreed and approved procurement plan. 

DWS/PCU 
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8.2  Potential corruption in 

procurement 

M Provisions of ADB’s Anticorruption Policy 
(1998, as amended to date) will be 
incorporated in the grant agreement and 
bidding documents, and MPWT will take 
necessary measures, such as disclosing all 
contract awards and use of grant proceeds. 

DWS/PCU 

8.3  Construction quality 

may be compromised 

by inexperienced 

construction 

contractor or 

inadequate 

supervision by 

consultants 

M The capacity of Lao construction contractors 
has improved substantially as a result of 
experience and training under previous ADB 
sector projects. The PIA team has proven to be 
highly competent over the implementation of the 
last 30 subprojects. 

DWS/PCU 

ADB = Asian Development Bank, DWS = Department of Water Supply, H = high, L = low, MPWT = Ministry of 
Public Works and Transport, M = moderate, NRW = nonrevenue water, O&M = operation and maintenance, PCU = 
project coordination unit, PFM = project financial management, PIA = project implementation assistance, PIU = 
project implementation unit, PNP = provincial nam papa (water utility), SAO = State Audit Organization, TA = 
technical assistance. 
a Low risk for large rivers. 
b Medium risk for small rivers without streamflow records. 
Source: Asian Development Bank. 


