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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
Risk Description Rating Mitigation Measures Responsibility 

Technical 

The unfinished building at UNIMAL 
has hidden deficiencies which might 
lead to safety risks and high operation 
and maintenance costs. 

H An audit by the BPKP–Banda (Aceh) 
and a structural assessment by an 
independent engineering firm (recruited 
by ADB) provide financial and structural 
assessment of the building and possible 
deficiencies. Local Public Works Office, 
informed about audit and assessment, to 
issue confirmation about status of the 
building and confirm that no major issues 
are preventing the continuation of the 
construction. 
 
New (strengthening) design will mitigate 
potential deficiencies; 
procurement to commence only after 
clearances from MORTHE, BAPPENAS, 
and ADB. 

ADB, 
BAPPENAS, 
BPKP, Local 
Public Works 
Office, 
MORTHE, and 
UNIMAL 

Policy changes influence 
government’s commitment to higher 
and vocational education. 

M Close monitoring by universities, 
MORTHE, and ADB to assess influence 
of policy changes on the project. 
 

Universities, 
ADB, and 
MORTHE 

Lack of MOEC and MORTHE 
coordination with regard to 
development of SMK teachers, 
hampering TVET-teacher-training 
activities and long-term plan. 

M (i) MOEC involved from the start on COE 
development to ensure full ownership; 
and 
 
(ii) Specific support included in the 
proposed separate TA for COE 
development and development of long-
term strategy for TVET-teacher 
education. 

MOEC and 
MORTHE 

Validity of assessing improvement in 
quality insufficient as national 
accreditation body changes its 
accreditation method during project.  

M All universities will be assessed using 
the new accreditation instrument (i) at 
the start of the project (supported by the 
proposed separate TA) to set the 
baseline; (ii) during the project as part of 
regular accreditation cycle; and (iii) at 
the end of the project.   

ADB, BAN-PT, 
PIU and PMU 

Measuring progress in relevance 
challenging, as universities’ 
application of tracer study lacks rigor. 

M All universities will use an improved tracer 
study instrument, in line with MORTHE’s 
prescribed instrument, from the start of 
the project, introduction of which is 
supported by the proposed separate TA. 

ADB, PIU, and 
PMU 

Economic and financial 

Education and higher education 
budget increases less than expected 
because growth of GDP and/or tax-to-
GDP ratio lags, influencing financial 
sustainability, especially post-
implementation.  

M (i) Close monitoring of the annual budget 
allocation; and 
 
(ii) support universities in strengthening 
capacity to increase nontax revenue 
generation.  

ADB and 
MORTHE 

Changes in the economy require 
different skills that are not included in 
the programs. 

M (i) New curricula are developed in close 
consultation with future employers; 
 
(ii) Based on discussion with future 
employers, transferable skills will be part 
of the curricula; and 
 

MORTHE and 
universities 
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(iii) Universities also aim to provide 
“trainings” and other services to improve 
soft skills of students.  

Financial and Procurement Management 

Insufficient financing available to 
complete all planned activities during a 
year of high expenditures for the 
project. MORTHE’s annual maximum 
budget allocation for loan-financed 
activities cannot accommodate 
requirements from all financiers. 

S (i) MORTHE coordinates annual 
expenditure plans for all loan-financed 
projects;  
 
(ii) PMU maintains close coordination 
with planning and budgeting unit in 
MORTHE; 
 
(iii) PIUs manage project planning and 
implementation to fully expend annual 
appropriations; and 
 
(iv) In annual budget revision, additional 
allocation can be included, if available. 

PIUs and PMU, 
MORTHE 
planning and 
budgeting units 

Budget included in the annual budget 
allocation (DIPA) and the amount 
required during the actual 
procurement process is different 
because of currency fluctuations, 
especially for international 
procurement.  

M (i) Possible exchange rate fluctuations 
will be taken into account in budget for 
international procurement (two 
packages); 
 
(ii) International procurement is planned 
in Q1 of the budget year to minimize 
time lag between issuing the budget and 
actual procurement; in case of major 
fluctuations, remaining equipment can 
be procured during the following year; 
and 
 
(iii) budget revision will be pursued if 
possible, so procurement can be 
completed within each budget year. 

PIU, UPI, 
PMU, and 
MORTHE 
planning division 

Counterpart funding provided out of 
government fiscal revenue or out of 
universities’ nontax revenue delayed. 

M (i) The government will ensure timely 
release of counterpart funds, as per the 
loan covenants; 
 
(ii) Individual packages have no cost-
sharing, either 100% financed by ADB or 
100% financed by the government; and 
 
(iii) ADB will monitor and evaluate 
project implementation progress through 
biannual supervision missions and 
MORTHE’s quarterly progress reports.  

ADB, MOF, 
MORTHE, and 
PMU 

The financial management staff of 
implementing agencies lack 
experience in foreign-financed 
projects, particularly ADB-financed 
projects. 

M Government of Indonesia has well-
established financial management 
systems, meeting adequate standards, 
and detailed financial management 
guidelines are available. 
 
ADB will provide implementing agencies 
will sufficient training in ADB financial 
management requirements.  
 
The PMU will recruit a full-time financial 
management specialist to support the 
PIUs and the PMUs. MORTHE has 
experience with ADB, World Bank, JICA, 
and IsDB projects. 

ADB, MORTHE, 
PMU, and PIU 
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As three internal auditors will be 
involved in auditing the project 
expenditures annually, the auditing 
procedures of each auditor may 
confuse project staff in preparing 
reports and follow-up.  

M 
 

Clear procedures and tasks for preparing 
the financial reports should be 
established at the start of the project. 
 

PMU and PIU 

The four universities require different 
financial procedures because of their 
different legal status; delays could 
occur if procedures not properly 
followed. 

M (i) Financial management specialist will 
be included in the project management 
consultancy support to the PIUs and 
PMU; and 

 
(ii) The financial management specialists 
with support from ADB, will conduct 
training in project financial management 
at the project start-up and during the 
implementation. 

ADB, PMU, 
PIUs, and 
consultants 

Counterpart funds are divided 
between centrally allocated budget 
and nontax revenue at university level, 
complicating funds flow and 
disbursement. 

M The design procurement packages or 
other activities at the university level are 
funded either by centrally allocated 
budget or by nontax revenue. 

PIUs and PMU 

Limited ability to handle procurement. 
Two universities have reasonable 
procurement capacity, including 
experience with foreign-aided projects, 
but they lack experience with ADB 
guidelines. 

M Implementing agencies will obtain 
sufficient training in ADB procurement 
management requirements, starting six 
months before project effectiveness. 
 
An experienced procurement specialist 
will be recruited for the PMU to train and 
advise the PIUs. 

ADB, PMU, and 
PIU 

Low capacity of PMSC. M The selection of PMSC will fully follow 
ADB guidelines through QCBS, with 
prior approval from ADB. QCBS will 
adopt a quality:cost ratio of 80:20; only 
consultants who have passed the 
minimum technical evaluation criteria will 
be further evaluated. 

ADB, PMU, and 
PIU 

Low capacity of the DED consultants. M The selection of PMSC will fully follow 
ADB guidelines through QCBS, with 
prior approval from ADB. The DED will 
be financed by the government and by 
ADB. However, the government agreed 
to adopt ADB guidelines in selecting the 
consultants. The PMCS will assist the 
PIU in reviewing and monitoring the DED 
consultants’ output. 

PIU 

Procurement committees, PIUs, and 
the PMU have limited experience and 
capacity for procuring “green” 
constructions. Therefore, they might 
find it difficult to divert from standard 
practice to go for the lowest bid, 
leading to selection of contractors that 
are not sufficiently “green”. 

M (i) The selection of contractors will fully 
follow the provisions in bidding 
documents. Green-building principles will 
be incorporated into the engineering 
design, and will be part of the 
requirements in construction contract 
documents. Contractors’ methods of 
work and environmental management 
plans shall be part of the technical 
evaluation criteria in the contractor 
selection process; and 
 
(ii) In Q4 2018, a document outlining 
lessons learned will be available to guide 
universities in contracting “green” 
buildings.   
 

ADB, MORTHE, 
PMU, PIU, and 
PMSC 



4 

Safeguards risk 

Delays in acquiring required 
environmental permits lead to undue 
delays in starting construction. 

M (i) PIU and PMU closely monitor 
progress in acquiring required permits, 
as stipulated in the environmental 
management plan; and 
 
(ii) Environmental consultant, to be 
recruited at PMU level, will assist PIU’s 
where needed. 

PIU, PMU, and 
PMSC 

Climate change risks 

Temperature increases might 
influence the functionality of the 
buildings. 

M Building designs to accommodate 
predicted rises in daytime maximum 
temperature. 

DED 
consultants, PIU, 
PMU, and PMSC 

Other Risks 

Slow decision making and/or stalling 
of decisions because important 
stakeholders in the university are not 
fully committed to the project. 

M (i) All university stakeholders involved in 
decision making about the project; 
 
(ii) Ensure that PIUs in universities are 
given enough decision-making power in 
the ministerial decree on the project; and 
 
(iii) PMU monitoring and ADB review 
missions to visit universities on a regular 
basis and follow up quickly where 
needed. 

ADB, MORTHE, 
PMU, PIU, and 
university 
administration 

Supported universities and MORTHE 
not able to retain qualified staff for 
project implementation, and staff 
working for PMU and PIU have 
insufficient capacity and time, as staff 
will work part-time, resulting in undue 
delays in decision making and 
reporting. 

S (i) MORTHE will issue a ministerial 
instruction to provide additional salary to 
core PIU and PMU staff. This addition is 
financed by the loan;  
 
(ii) Adequate budget included for hiring 
full-time additional support staff and 
technical team;  
 
(iii) The PMU consultant team will 
support the day-to-day management of 
the project and ensure that project 
covenants are fully complied with; and 
 
(iv) PMSC will support PIU from the 
beginning of the project. The PMSC will 
support and/or supervise day-to-day 
project management, construction, 
coordination, and reporting. 

ADB, MORTHE, 
PIU, and PMU 

ADB = Asian Development Bank, BAN-PT = Badan Akreditasi Nasional Perguruan Tinggi (Higher Education National 
Accreditation Board), BAPPENAS = Badan Perencanaan Pembangunan Nasional (Indonesia National Development 
Planning Agency), BPKP = State Development Audit Agency, COE = center of excellence, DED = detailed engineering 
design, DIPA = Daftar Isian Proyek Anggaran (Annual Budget allocation), GDP = gross domestic product, H = high, IsDB = 
Islamic Development Bank, JICA = Japan International Cooperation Agency, L = low, M = moderate, MOEC = Ministry of 
Education and Culture, MOF = Ministry of Finance, MORTHE = Ministry of Research, Technology and Higher Education, 
PIU = project implementation unit, PMU = project management unit, PMSC = project management and supervision 
consultant, Q = quarter, QCBS = quality and cost based selection, S = substantial, SMK = Sekolah Menengah Kejuruan 
(senior secondary vocational education schools), TA = technical assistance, TVET = technical and vocational education 
and training, UNIMAL = University of Malikussaleh, UPI = Indonesia University of Education,  
Source: Asian Development Bank. 


