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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Risk Assessment Mitigation Measures or Risk Management Plan 

Procurement, Safeguard, Regulatory, Construction, and Operational Risks 
Project completion risks 

 Completion delays 
due to procurement 
and safeguards 

 Increases in the bid 
prices of equipment 
and materials 
exceed 
contingency and 
inflation forecasts 

 Rights-of-way 
issues cause 
delays 

Medium POWERGRID has conducted advance procurement action; most 
of the bid packages have been advertised, and some have 
already been contract-awarded. Once ADB adopts 
POWERGRID’s corporate procurement system with additional 
actions in the loan agreement, subsequent bid packages will be 
procured through the agency’s system. This will improve 
POWERGRID’s operational flexibility and autonomy, and reduce 
the transaction cost and time required for procurement. Given 
their good 20-year track record of dealing with ADB-funded 
procurements, POWERGRID’s procurement risk has been 
systematically assessed as low (details are in a supplementary 
document).

1
 While price increases in equipment and materials 

remain as residual risks of construction delays and cost 
overruns, these can be mitigated by reasonable contingencies 
and inflation forecasts.  
Transmission project delays are typically due to the time taken 
to acquire private land and rights-of-way for transmission lines. 
Most cases are disputes regarding land valuation or the loss of 
cropland under tower foundations. None of the subproject sites 
will require any private land acquisition since they are owned by 
the state governments, state utilities, and POWERGRID. Most 
of the land transfer has already been completed. The impacts of 
the transmission towers and lines, which will occur during 
construction, are temporary and will consist mainly of loss of 
crops and trees. Measures to avoid, mitigate, and compensate 
for adverse impacts will be implemented as per each 
subproject’s compensation plan for temporary damages, 
analogous to a resettlement plan. The safeguard assessments 
conclude that POWERGRID has systems in place to manage 
environmental and social risks effectively.

2
 Once actions to 

address minor gaps are implemented in accordance with the 
loan agreement, POWERGRID’s corporate safeguard systems, 
which were introduced with guidance from the World Bank in 
2009, will ensure full equivalence and acceptability with ADB's 
Safeguard Policy Statement (2009). Under the sector loan, any 
subproject warranting a safeguard category A will not be 
allowed. 

Regulatory risk 

 Regulatory 
changes will impair 
full cost recovery 
tariff mechanisms 

Low POWERGRID’s regulatory risk is considered limited due to the 
regulator’s good track record and National Tariff Policy 
provisions that specify a full cost pass-through to ensure the 
project’s full cost recovery. The sector regulator may 
occasionally revise the tariff mechanism to reflect stakeholder 
interests and to provide a stable regulatory framework for 
industry participants while encouraging efficiency and lower 
costs to the consumer. However, the regulator has historically 
supported POWERGRID as the central transmission utility and 
national transmission licensee, and the tariff structure and key 
tariff components have remained largely unchanged. Further, all 
major regulatory decisions are made using objective criteria and 
input from all stakeholders via a transparent public process. 

Operation and 
maintenance risk 

Low Since solar and wind-based renewable energy sources are 
intermittent in nature, monitoring and controlling the generation 

http://www.adb.org/Documents/RRPs/?id=49214-002-3
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 and transmission of this energy will be critical. POWERGRID 
has decided to install a state-of-the-art substation automation 
system conforming to the International Electrotechnical 
Commission’s standards, which enables their operators to take 
necessary actions for unstable renewable energy sources. 
POWERGRID carries out project operation and maintenance in-
house. It has demonstrated consistently good operating 
performance, and the national network’s availability has 
remained above 99%.  

Climate change risk 

 Natural hazards 
cause the failure of 
the solar parks 

Low Unforeseen natural disasters may affect project sites and 
damage solar parks and their related transmission systems. The 
climate change assessment covered various possible risks, 
including floods, earthquakes, landslides, cyclones, and 
lightning. The engineering design and emergency plan are 
adaptive to extremely severe conditions created by such events. 
The analysis concludes that, with the incorporated mitigation 
measures, overall climate change is unlikely to affect the project 
or its operation negatively. This assessment is detailed in a 
supplementary document.
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Financial, Management, and Governance Risks 
Revenue risk 
 

Low POWERGRID faces private competition through tariff-based 
competitive bidding in the transmission sector. However, 
considering its substantial ownership and operational control of 
most of the country’s transmission systems, including interstate 
and intrastate grids, POWERGRID will keep its advantages 
under competitive bidding. In January 2016, the National Tariff 
Policy was amended to include (i) no interstate transmission 
charges on solar power, and (ii) a renewable power obligation to 
purchase 8% of distribution utilities’ electricity consumption, 
particularly from solar energy by March 2022. POWERGRID 
was directly nominated to facilitate interstate transmission of 
power generated from advanced solar parks, and is allowed to 
collect solar power-related transmission costs from other grid 
users on the project level.  

Counterparty risk 

 Counterparty 
defaults 

 

Low This project is designed primarily to support the transmission of 
power from solar generators to offtakers. The project will pool 
supplies from a number of independent power producers 
(IPPs), which are typically from the private sector with a strong 
investment appetite in solar power generation, in each solar 
park. Central government agencies and state regulators will 
periodically review solar park development plans through 
coordination mechanisms to support the synchronized 
commissioning of IPPs, the solar parks’ shared infrastructure, 
and transmission lines.  
IPPs in solar parks will arrange sales to specific offtakers, who 
are typically state-based utilities charged with distributing 
power to end-customers within their jurisdictions. 
POWERGRID is protected against defaults by these parties 
under the terms of long-term access agreements and/or 
transmission service agreements, which protect POWERGRID 
against late delivery of new generation projects and against 
credit issues from the offtakers. Specific security in the form of 
performance bonds from solar park developers and letters of 
credit from offtakers is provided to promote performance. In the 
event of any solar park failures, POWERGRID will recover part 
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of the investment costs from the developers, or charge the 
costs to other generators to evacuate power through the grid. If 
any offtaker defaults, the regulations allow POWERGRID to 
reapportion connection charges jointly and severally to other 
non-defaulting customers to share any increased transmission 
charges pro rata under the point-of-connection charging 
system. POWERGRID has had no trouble collecting from 
customers and has suffered no customer defaults during the 
past 5 financial years assessed for this loan. 

Funding and liquidity 
risk 
 

Low POWERGRID is an experienced borrower and issuer, and has 
accessed financing from many different sources including the 
Indian and international debt capital markets, equity markets, 
multilaterals, development financial institutions, export credit 
agencies, and commercial banks. Liquidity could be affected by 
delays in revenue collection resulting from delayed approval of 
its tariff petitions and/or bad debts. However, the regulator has 
allowed POWERGRID to discontinue transmission of power to 
any utility that has defaulted on payment for more than 90 days. 
POWERGRID has an adequate working capital facility to help 
mitigate the liquidity risk arising from collection delays. This risk 
is also mitigated in the longer term by POWERGRID’s 
economically important position as the publicly owned central 
transmission utility. Economic and financial analysis has 
demonstrated that POWERGRID’s projected revenue and cash 
flow generation is robust under different scenarios, and 
adequate project funding is available from corporate and other 
financing sources. 

Exchange rate and 
interest rate risk 

Low Tariff regulations permit POWERGRID to pass any increased 
debt servicing costs due to exchange rate changes through to 
customers semiannually without regulatory approval. The 
regulations also allow POWERGRID to pass through the cost of 
entering into any currency or interest rate hedging mechanisms, 
including any gain or loss resulting from those instruments. This 
can be done on a monthly basis without prior regulatory 
approval. Most of POWERGRID’s long-term debt is 
denominated in Indian rupees; there is no foreign exchange risk 
arising from this.  

Governance risk Low The integrity due diligence assessment of POWERGRID 
indicated that it has acceptable 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. POWERGRID is 
governed by corporate governance principles and systems as 
per India’s Securities and Exchange Board Regulations, 2015. It 
has disclosed its quarterly corporate governance reports with 
certificates to ensure corporate fairness, transparency, and 
accountability. The corporate governance structure specifies the 
distribution of rights and responsibilities among different 
stakeholders, including a number of committees.  

Overall Low  
ADB = Asian Development Bank, POWERGRID = Power Grid Corporation of India Limited.  
1
 Agency Procurement Assessment (accessible from the list of linked documents in Appendix 2).
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 ADB. 2017. Power Grid Corporation of India, Limited. Agency Level Use of Country Safeguard System. Manila.        
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 Climate Change Assessment (accessible from the list of linked documents in Appendix 2).

 

Source: Asian Development Bank.  


