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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description 
Risk 

Assessment Mitigation Measures or Risk Management Plan 

Water tariffs are below cost of 
service delivery and the power 
tariff structure inhibits a more 
competitive power market 
where there is third-party 
access to the network. Under 
collection of tax revenue 
results in a lack of funds for 
capital and development 
expenditure in the budget.  
This also increases fiscal 
contingent liabilities of publicly 
owned power and water 
companies, and public debt 
sustainability risks. 
 

Medium 
 

Tariffs are expected to rise once the new single water 
lessee begins operations in 2017. The increased tariffs 
will be able to meet increased expenditure on water 
delivery infrastructure and maintenance. A distribution 
tariff is being introduced for power which will enable 
large customers to purchase power directly from 
generators and export of surplus power, and will 
contribute to financial sustainability within the sector. 
Significant capital works for water and power will still 
need to be funded by the government. Reductions in 
non-revenue water and reduced public operational 
expenditure will also increase fiscal resources for 
greater capital investment in the water sector. The 
ongoing World Bank supported Tax Administration 
Modernization Project aims to improve revenue 
collections by increasing voluntary tax compliance, 
reducing tax evasion, minimizing compliance costs, and 
increasing administrative efficiency. 
 

Weak capacity in MOF, 
MOENR, MOTC, and SCWE 
to roll-out program budgeting 
may result in uneven 
implementation of program 
budgeting  
 

High Development partners, including ADB, are providing TA 
support to build capacity in these agencies. This will 
ensure that program budgeting is implemented well and 
results are achieved quickly, particularly in these 
important economic infrastructure areas. 

Weak economic conditions 
continue which impact 
negatively on government 
revenues. This may mean 
cuts to government 
expenditure, especially critical 
maintenance expenditures. 
 

High Specific budget increases in road maintenance 
expenditure have been agreed to ensure that critical 
infrastructure is maintained well. Increases of VAT and 
excise taxes on fuel have also been agreed under the 
ADB program to ensure higher levels of revenue will be 
collected from the road sector to help offset increased 
expenditure on road maintenance. In the water sector, 
the government is procuring a private company to 
operate the piped water network. A provision for 
mandatory maintenance will be part of the lease 
contract. 
 

Broad and substantive 
reforms in the power sector 
may encounter opposition 
from a broad spectrum of 
stakeholders. 
 

Medium The package of reforms to be considered in the power 
sector will be subject to an open and transparent 
consultative process. TA support from USAID and ADB 
will help in both developing technical options and 
consulting with stakeholders. 

Political considerations may 
influence the review of PSRC 
and adversely affect the 
recommendations. 

Medium ADB will support the PSRC review by providing a 
specialist who will be able to bring in international 
experience and examples when independence, 
accountability and transparency are reduced to meet 
political considerations. 
 

SCWE may find it difficult to 
recruit qualified staff for the 

Low The program with specialist support provided under the 
TA, will support the development of the new 

http://www.adb.org/Documents/RRPs/?id=46220-006-3
http://www.adb.org/Documents/RRPs/?id=46220-006-3
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new department. department for investment planning and asset 
management. Capacity building of the new staff will be 
part of this work to help mitigate risk associated with 
new staff having limited experience. 

 
Public Financial 
Management 
 
Budget planning remains 
weak, mostly input orientated, 
and poorly linked to 
performance information, 
which can lead to inefficient 
budget allocations and 
expenditure. MOF and sector 
agencies lack capacity and 
staff resources for rigorous 
budget analysis and budget 
performance review. 
 

 
 
 
 

Medium 

 
 
 
 
ADB will continue to support government efforts to 
improve budget planning, performance information and 
budget linkages through the program and attached TA. 
PFM specialists will support preparation of various 
guidelines in MOENR, MOTC and SCWE, and ensure 
accurate reporting against the newly developed KPIs 
for program budget submissions. GIZ has also provided 
assistance in preparing a strategy for introducing 
program budgeting, and an action plan to implement 
PFM reforms has been drafted. 
 

Current weak external and 
internal audit functions related 
to budget execution 
represents a fiduciary risk for 
ADB. 
 

Medium/High The program and TA will support the internal audit units 
in MOTC and SCWE by developing performance audit 
manuals and building capacity in these units to conduct 
performance audits. An external independent financial 
auditor will be appointed by SCWE decree to audit the 
lessee in the water sector. The EU has also provided 
support to strengthen the regulatory and institutional 
framework for public internal financial control. 
 

Procurement 
 
Despite recent improvements 
in the legal and institutional 
framework for public 
procurement, some risks to 
ADB operations remain, 
including complex 
procurement procedures, 
weak contract management 
and poor value-for-money bid 
evaluation practices. 
 

 
 

Medium 

 
 
ADB will continue to advocate for the use of 
international best practice in procurement through 
policy dialogue, to enable better value-for-money 
procurement, which can reduce long-term costs. The 
TA attached to the program will provide support to 
MOTC to introduce performance-based contracts for 
road maintenance. The EU Multi Sector Budget 
Support Program (currently being implemented) is 
supporting the development of a training system for 
procurement officers. 

Fraud, collusion, and conflicts 
of interest compromise the 
integrity of procurement 
processes. 

Medium Under the CPS, ADB will conduct training for line 
ministries to prevent integrity violations and will 
periodically spot-review bid proposals to ensure the 
accuracy of the recommendations in the bid evaluation 
reports. The government is committed to increasing 
transparency and efficiency of the procurement 
process, by finalizing electronic procurement reform 
with support from donors, and establishing a complaints 
handling authority (Procurement Appeals Council) 
under MOF, reachable by a hot line.  
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Private road contractors may 
be reluctant to use 
performance-based contracts 
which require them to take on 
more risk. 
 

Low Only a simple performance-based contract will be 
introduced which will be a gentle transition from input 
based contracts. TA support will be provided to MOTC 
and road contractors to build their understanding of this 
new contract type. Contractors will also benefit from 
greater flexibility in pricing and timing of new 
maintenance contracts. 

Corruption 
 
A legal and regulatory 
framework for anticorruption is 
in place, but implementation is 
inadequate, leading to weak 
incentives for government 
agencies to fight corruption. 

 
 

High 

 
 
The program will support the introduction of program 
budgeting which increases fiscal transparency and 
provides tangible measures to track the quality of 
expenditure. The program will also support program 
budget implementation in MOENR, MOTC and SCWE, 
especially in activities which support the anticorruption 
framework, i.e. strengthening internal audit units 
through developing performance audit capacity, and 
introducing international public sector accounting 
standards to improve financial reporting. Corporate 
governance will also be strengthened through the 
program by introducing independent directors to the 
boards of wholly owned government power 
corporations, with at least one woman selected. 
Implementation of these actions will lead to increased 
accountability and transparency, thereby reducing 
opportunities for corruption. The World Bank has 
governance and anticorruption measures in public 
services as a cross-cutting focus in its country 

partnership strategy with Armenia (2014–2017). The 
planned interventions will help to improve the existing 
anticorruption framework. 

   
Overall Medium  
ADB = Asian Development Bank, CPS = Country Partnership Strategy, EU = European Union, GIZ = Deutsche 
Gesellschaft für Internationale Zusammenarbeit, KPI = key performance indicator, MOENR = Ministry of Energy and 
Natural Resources, MOF = Ministry of Finance, MOTC = Ministry of Transport and Communication, PFM = public 
financial management, SCWE = State Committee on Water Economy, TA = Technical Assistance. 
Sources:  ADB. 2013. Armenia Governance, Institutional and Corruption Risk Assessment covering the National, 

Energy, Urban, Water and Transport Sectors. Manila; ADB. 2013. Country Partnership Strategy: Armenia, 
2014-2018. Manila.  

https://www.google.com.ph/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0ahUKEwjB4ovIhNzNAhXJmpQKHSTCCN8QFggaMAA&url=https%3A%2F%2Fwww.giz.de%2Fen%2Fhtml%2Findex.html&usg=AFQjCNEO-ZPYmgDzkZAkZQ3phH4ttNbyDA&sig2=SzrlA5j4C0dr8SYvhvRCtQ
https://www.google.com.ph/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0ahUKEwjB4ovIhNzNAhXJmpQKHSTCCN8QFggaMAA&url=https%3A%2F%2Fwww.giz.de%2Fen%2Fhtml%2Findex.html&usg=AFQjCNEO-ZPYmgDzkZAkZQ3phH4ttNbyDA&sig2=SzrlA5j4C0dr8SYvhvRCtQ

