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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 
Risk Description Risk Assessment Mitigation Measures or Risk Management Plan 

 
A. Country risks: Governance, Public Financial Management, and Procurement 
   
Low indicators in 
governance, 
public 
management, 
and procurement

a
 

High The government and the EAs have assured ADB that project 
implementation will conform to all applicable ADB policies, 
including those concerning anticorruption, procurement, and 
disbursement as described in detail in the project 
administration manual. The grant agreement and project 
agreements provide certain covenants for the EAs and the 
PFIs, including separate accounts, quarterly and annual 
reporting, annual audits of financial statements, and spot 
checks. 

 
Weak 
transparency 

 
Medium 

 
The EAs will disclose project information on the websites of 
ADB and the Pilot Program for Climate Resilience, including 
project description, selection criteria and procedures, project 
achievements, financial statements of the project 
procurement activities, and details of the bidding procedures. 

 
Noneconomic 
considerations in 
the selection of 
contractors and 
consulting 
services 

 
High 

 
The EAs and ADB have agreed on selection criteria. Project 
information has been disclosed to the public through the ADB 
website to ensure fair competition. ADB will provide timely 
advice to the EAs on the engagement of contractors and 
consulting services. EAs and PFIs may be audited at any 
given time.  
 

B. Project Implementation Risk 
   
EAs’ capacity 
constraints on 
implementing 
infrastructure and 
microfinance 
programs 

Medium The project includes provisions for engaging engineering 
consultants to assist the EAs in the selection of detailed 
engineering design, oversight of the civil works, and 
management of the credit lines. 

 
PFIs’ capacity 
constraints on 
implementing the 
microfinance 
lending facility 

 
Low 

 
The projects will provide microfinance consultants and 
agronomists to assist the PFIs in managing the credit lines 
and developing micro-deposit products. 

 
EAs’ limited 
capacity on 
financial 
management and 
procurement 

 
Medium 

 
The project will finance implementation support through 
international and national consulting services to meet 
monitoring, reporting, accounting, procurement, and 
disbursement requirements. The project provides 
international procurement consultants for the bid preparation 
and tender phase of the project and will appoint local 
procurement experts in the EAs. ADB will support the training 
of EA procurement officers on ADB procedures for consultant 
selection, procurement, and disbursement, if necessary. 

 
PFIs’ limited 
capacity for 

 
Low 

 
PFIs will be required to meet ADB financial and integrity due 
diligence, including the review of credit and risk management 
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financial 
management 

policies, operating systems, and procedures to prudently 
make loans; corporate and financial governance and 
management practices; sound business objectives and 
strategy; ability to assess the creditworthiness of borrowers 
and determine market-based loan terms; policies and 
measures for anti-money-laundering laws and regulations 
and combating the financing of terrorism in Tajikistan. 
Through regular reports and project missions, ADB will 
constantly monitor PFIs’ performance, subproject selection, 
and procedures for accounting, monitoring, and reporting. 

 
EAs’ limited 
capacity on 
safeguards 

 
Low 

 
The project is category B under the ADB Safeguards Policy 
Statement (2009). A land and resettlement framework has 
been formulated and initial environmental examinations 
carried out to guide the EAs, MLRWR, and KMK, as they 
address potential environmental, land acquisition, and 
resettlement impacts from the infrastructure subprojects. 
Ongoing ADB-funded technical assistance will provide 
safeguards training to the EAs. 

 
PFIs’ limited 
capacity on 
safeguards 

  
PFIs will be required to adopt an environmental and social 
management system to screen out subprojects that include 
activities listed in ADB’s list of prohibited investment activities 
and pose more than minimal environmental and social risks. 
The project will provide training on environment and social 
safeguards to PFIs. Each PFI will designate at least one staff 
member responsible for the implementation of its 
environmental and social management system. Subprojects 
categorized as A and B for environment and social impacts 
will not be eligible for financing under the project. 

 
Delays in 
procurement  
 

 
Medium 

 
The procurement plan comprises clearly defined packages. A 
time monitoring sheet for each project implementation 
milestone will be available and updated by supervision 
consultants. 

 
Delays in the 
construction 
schedule 

 
High 

 
Delays in the construction schedule will be managed through 
a flexible arrangement to identify issues early and cancel 
contracts if necessary. The bidding document will include 
performance incentives and penalties.  

 
Other 
implementation 
delays from, for 
example, political 
disruptions tied to 
the upcoming 
presidential 
election 
 

 
Low 

 
ADB is improving efficiency in project management and has 
shortened the disbursement time lag. The project will follow 
international best practice for bid preparation, process, and 
evaluation, as well as for contract administration and 
management. A time monitoring sheet for each project 
implementation milestone will be available and updated by 
supervision consultants. 

Cost overrun Medium Contracts will include a scale of penalties for poor 
performance. Project management consultants will closely 
monitor performance and report results to the government 
and ADB. Regular interaction between the parties will resolve 
problems in a practical and transparent manner. Discussions 
on contract variations or scope changes will involve ADB. 
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C. Financial Sustainability Risk 
   
Poor structural 
integrity of works 
against such 
climate risks as 
flooding, 
mudflows, and 
landslides 

Medium The infrastructure that will be rehabilitated or constructed 
under the project will adopt a climate-resilient design and 
factor in the risk of droughts, floods, and other climate 
hazards. International engineering and climate change 
consultants will help the EAs ensure robust and effective 
design. The project will establish early warning systems to 
reduce the loss of equipment or other assets. 

 
Poor O&M of 
project 
infrastructure  

 
Medium 

 
The project addresses this risk by providing heavy equipment 
to maintain the infrastructure, formulating long-term O&M 
plans with clear responsibilities and budget requirements, 
and providing an O&M budget to be phased out at the end of 
the project and replaced under the covenant with a 
government budget. The project will provide O&M capacity 
building to water users, consumers, and disaster 
management groups and O&M training to local governments. 

 
Failure to recover 
ADB funds for 
water supply 
facilities 

 
High 

 
The KMK will formulate a fee structure for cost recovery from 
the water supply facilities, which will take into account 
affordability. 

 
PFI default risk  

 
Low 

 
Only MFIs that meet all prudential requirements imposed by 
NBT, that have financial statements audited by reputable 
auditing firms, and that fulfill rations that indicate good 
profitability and excellent underwriting of credit risk will be 
selected. Most MFIs that meets there edibility criteria have 
karge equity and demonstrated ability to manage debt from 
multiple lenders. PFI subloan risks are mitigated through the 
design of affordable relending terms. The performance of the 
PFIs will be monitored by the MOF, and reported to ADB. 

 
Reduced project 
benefits due to 
cost overrun  

  
 Low 

 
The project economic internal rate of return was estimated at 
18% and the economic net present value at the discount rate 
of 12% was $7.7 million. Cost overruns would have to be 
abnormally severe to threaten the viability of the whole 
project. The risk of cost overruns is mitigated under project 
implementation risk measures. 

 
Microfinance 
component not 
sustainable over 
the long term 

 
Medium 

 
Regular polls will assess the demand for microfinance in the 
Pyanj River basin during project implementation and at 
project completion. An exit strategy for use of funds will be 
agreed, as covenanted, 1 year before project completion. 

   
Overall Medium Overall, the risks appear manageable and, if mitigation are 

implemented effectively, the project’s benefits are expected 
to outweigh the potential risks. 

ADB = Asian Development Bank, EA = executing agency, KMK = Khochagii Manziliyu Kommunali (State Unitary 
Enterprise for Housing and Communal Services), MLRWR = Ministry of Land Reclamation and Water Resources, 
MOF = Ministry of Finance, O&M = operation and maintenance, NBT = National Bank of Tajikistan; PFI = 
participating financial institution.  
a
 World Bank. 2011. Worldwide Governance Indicators. Washington DC. 

Source: ADB. 


