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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Rating Mitigation Measures Responsibility 

1. Public financial 
management risk. Lapses 
in public financial 
management could 
undermine project 
implementation.  

M Public financial management 
was identified as a risk in the 
country partnership strategy, 
2016–2020.a ADB has indicated 
measures to support 
strengthening of the public 
financial management system.  
 
A detailed financial 
management assessment was 
undertaken on the project’s 
executing and implementing 
agencies and a sample of 
10 partner MFIs – partner 
organizations (POs). The project 
will develop the PKSF’s financial 
management assessment 
capacity through the attached 
TA.  
 

ADB, PKSF 

2. Corruption. Corruption is a 
concern throughout the 
public sector and is a 
reputational concern.  

M An integrity due diligence was 
conducted on the implementing 
agency, the PKSF. The results 
indicated a low to medium risk 
of compliance. The attached TA 
will develop the PKSF’s 
oversighting capacity for due 
diligence compliance.  
 
ADB’s Anticorruption Policy 
(1998, as amended to date) has 
been discussed with and 
explained to the executing and 
implementing agencies. ADB’s 
Anticorruption Policy and 
Anticorruption and Integrity will 
be shared with the executing 
and implementing agencies at 
inception after loan 
effectiveness.b 
 

PKSF 

3. Adverse political and 
security developments. 
Uncertainties caused by 
political and security events 
can affect project 
implementation. 
 
Unexpected regulatory 
changes resulting from the 
2019 election outcome 
could affect the project’s 
implementation and 
performance.  

S Political and security risks have 
been muted since 2016. ADB 
has in place measures to 
manage and adjust activities 
during emergencies.  

ADB, MOF 

http://www.adb.org/Documents/RRPs/?id=51269-001-3
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4. Macroeconomic 
conditions deteriorate. 
Economic downturn affects 
microenterprises’ ability to 
repay loans and in turn 
stress the PKSF’s financial 
strength.  

M Macroeconomic conditions have 
been favorable, with economic 
growth averaging 6.0%.  
 
ADB’s financial analysis of the 
PKSF shows that it has 
adequate capital to withstand 
changes in economic conditions 
and in the event of increased 
loan delinquencies.  
 

MOF, PKSF 

5. Constrained capacity of 
government agencies. 
The executing and 
implementing agencies may 
not be able to implement 
the project considering the 
limited capacity and number 
of development projects.  
 

L MOF has been the executing 
agency of previous ADB 
projects. The PKSF has also 
been the implementing agency 
of many donor and development 
partner funded projects, 
including ADB projects. 
 

MOF, PKSF 

6. PKSF cannot disburse 
loans within stipulated 
project time frame. 
Economic conditions may 
not be appropriate or there 
may not be enough 
microenterprise loan 
demand.  

L The PKSF has 277 POs with 
more than 9 million borrowers. 
Demand analysis suggests that 
it requires at least $412 million 
over 2018–2022 for 
microenterprise finance. The 
PKSF microenterprise loan 
disbursement was $94 million in 
2017. 
 

PKSF 

7. Loan fraud. Corruption 
turns into loan fraud at the 
POs.  

S The PKSF conducts audits on 
its POs twice a year. It also 
monitors POs’ compliance with 
their financing agreements. POs 
will be required to submit the 
audited statement of utilization 
of funds to ADB under the 
project.  
 
All POs will be provided with 
ADB’s Anticorruption Policy and 
Anticorruption and Integrity 
(footnote b) upon signing of the 
project agreement between the 
PKSF and the participating POs. 
 
ADB has the right to review 
subprojects and practices. It can 
suspend financing MFIs with 
controversial practices.  
 

ADB, PKSF, 
POs  
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8. POs are unable to 
disburse the loans against 
their pipeline of subprojects 
requested.  

M Participating POs will provide 
the PKSF with a pipeline of 
sanctioned subloans before 
funds are disbursed. 
 
A financial management 
assessment, including a 
financial analysis based on 
ACCION’s CAMEL rating, has 
also been carried out on the 
10 sample POs.c The PKSF will 
monitor POs’ fund disbursement 
and utilization of funds 
throughout the project 
implementation period. 
 

PKSF, POs  

9. POs’ inadequate financial 
management capacities  

M Financial management 
assessments have been 
conducted on 10 sample POs. 
The PKSF has sufficient 
experience and capacity to 
monitor POs’ financial 
management. The attached TA 
will improve POs’ financial 
management capacity. ADB will 
provide oversight throughout the 
project implementation period.  
 

ADB, PKSF, 
POs 

10. MFIs are uninterested in 
the training provided to 
enhance their capacity. 
Presence of other donor 
agencies’ and development 
partners’ training, in 
addition to ADB’s, or other 
reasons may lessen interest 
in the capacity building 
implemented under this 
project.  
 

L The PKSF has established 
partnerships with POs as well as 
MFIs that may not be 
participating in this project. The 
PKSF has indicated a need for 
capacity building.  

PKSF 

Overall M   
ADB = Asian Development Bank, L = low, M = moderate, MFI = microfinance institution, MOF = Ministry of Finance, 
PKSF = Palli Karma Sahayak Foundation, S = substantial, TA = technical assistance. 
a ADB. 2016. Country Partnership Strategy: Bangladesh, 2016-2020. Manila. 
b ADB. 2010. Anticorruption and Integrity. Manila. 
c ACCION CAMEL rating is a methodology to rate MFIs based on (i) capital adequacy, (ii) asset quality, (iii) 

management, (iv) earnings, and (v) liquidity management. 
Source: Asian Development Bank. 


