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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Rating Mitigation Measures Responsibility 

Financial Sustainability 

1. Government is 
not willing to 
mobilize 
resources in 
support of the 
housing sector  

L The government considers the continued 
support of the housing sector a critical 
pillar of its economic strategy to ensure 
high growth and provide affordable 
housing for everyone, and is therefore 
providing substantial financial resources 
to it. However, the MOF emphasizes the 
need to undertake reforms in the housing 
sector to reduce the need for fiscal outlays 
over time and avoid having to bring in hard 
budget constraints to the sector. 

MOF 

2. Continued 
commitment of 
the government 
toward reform 
momentum is 
not sustained 
because of 
vested interests 

M The MOF’s senior management has been 
supportive during the conceptualization of 
the proposed program, which began in 
2017, and has been keen to discuss the 
most challenging reform needs with ADB 
and ADB’s TA experts during ADB’s 
engagement. This leadership and political 
will could wane in the face of resistance 
by vested interests (for instance from the 
construction industry or homeowner 
associations) or the departure of key 
officials. MOF will remain the focal agency 
for ADB’s engagement in the sector with 
broader support maintained through the 
program steering committee. 

MOF and ADB 

3. Weak 
implementation 
capacity of the 
line departments 
and the MOF 
delays 
implementation 
of key reforms 

M Continuous and long-term engagement 
by ADB and other development partners 
with the government is necessary through 
regular consultations and monitoring to 
assess capacity development 
requirements in a timely manner. 
Furthermore, support to the MOF will be 
provided under the attached TA. 

MOF and ADB 

4. Local currency 
depreciation 
against the 
United States 
dollar adversely 
affects the 
government’s 
debt service 
capacity 

M The nascent state of the domestic capital 
markets does not currently allow ADB to 
raise local currency funding in the 
required amount and maturity for its 
sovereign lending business. In addition, 
ADB is presently preparing a capital 
market development program that will 
seek to develop the domestic bond 
market, among other areas.  
 
For the proposed project (i.e. financial 
intermediation) loan, the government is 

MOF and ADB 
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expected to lend the proceeds from ADB’s 
United States dollar-denominated loan to 
the UMRC in local currency at an interest 
rate of 12%, which will compensate for the 
exchange-related risks. ADB will 
nevertheless ensure that some of the 
benefits stemming from the attractively 
priced ADB funding under its sovereign 
window will be passed on to the PFIs and 
ultimately to the homeowners in the form 
of affordable mortgage financing. 

Governance 

5. Adverse 
selection of 
home buyers 
under the 
government 
housing 
programs 
despite the 
ADB-proposed 
policy changes 

M The changes supported by the ADB 
policy-based loan—in particular the 
establishment of the HAU under the 
MOF—will help prepare and adopt well-
defined eligibility criteria and transparent 
selection processes with the development 
of a comprehensive selection and 
monitoring system to track and ensure 
adherence, including reporting on social 
and gender indicators. 

HAU 

Uzbekistan Mortgage Refinancing Company-Related Risks 

6. As a start-up 
company with no 
track record and 
experience, 
UMRC will face 
operational risks 
that may 
adversely affect 
the company’s 
path to 
sustainability 

H Operating as a wholesale institution, the 
UMRC will be a lean organization with 
relatively low staff and expenses to 
minimize fixed costs. In the initial years, 
the company will also have to make 
investments in information technology 
and processes. ADB’s ongoing TA to the 
UMRC will help the company reach a 
critical mass of refinancing loans within 
the first 3 years of its operations. 
Furthermore, ADB’s project (i.e. financial 
intermediation) loan will be disbursed 
according to the growth of the housing 
finance sector and the UMRC’s market 
share. 

UMRC 

7. Lower revenues 
than anticipated 
could affect the 
profitability of 
the UMRC 

H UMRC revenues are predicated on 
assumptions about its share of the 
mortgage loan refinancing market. The 
assumptions are believed to be 
reasonable based upon the experience of 
similar start-up companies in other 
countries, and upon extensive 
consultations with many Uzbek banks that 
suggest genuine interest in the proposed 
UMRC and an intention to avail of its 
services. The UMRC will endeavor to 

UMRC 
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keep PFIs’ borrowing costs as low as 
possible through controlling its own 
overhead costs and seeking the lowest 
possible cost of funds.  

8. The UMRC may 
not be able to 
raise long-term 
funding to 
finance its future 
growth once the 
ADB loan has 
been fully 
utilized 

H The proposed loan from ADB of $150 
million will be sufficient to fund the 
company’s start-up phase and refinancing 
activities for the first 3 years. After that 
period, it is expected that the capital 
market in Uzbekistan will be mature 
enough to allow the UMRC to raise long-
tenor funding on its own through the 
issuance of corporate bonds. As a last 
resort, ADB may also be willing to extend 
its ongoing support to the company 
through the processing of a new loan 
(perhaps on nonsovereign terms) or by 
processing an additional financing 
request under the existing arrangement. 

UMRC and ADB 

9. Credit risk 
related to the 
mortgage loans  
pledged to the 
UMRC could 
pose a threat to 
the company’s 
financial 
condition 

M The UMRC will establish and enforce 
stringent underwriting practices and 
minimum quality standards for those 
loans offered as collateral for refinancing 
loans. These eligibility criteria will assess 
product design, underwriting criteria, 
payment performance, and mortgage loan 
documentation. The mortgage loans will 
be pledged to the UMRC but will remain 
on the PFIs’ balance sheets. The 
collateral is also subject to recourse, 
which requires that any delinquent or 
defective loans must be replaced; 
requiring recourse provides a disincentive 
for PFIs to dump their bad loans on the 
UMRC. The UMRC will require periodic 
audits of collateral and will perform an on-
site review of a random sample of 
collateral files to ascertain compliance 
with its guidelines. 

UMRC 

10. Selection of 
weak 
commercial 
banks to be 
included as PFIs 
in the UMRC’s 
refinancing 
program 

M The UMRC will have clearly defined 
eligibility criteria for all commercial banks 
to be included as PFIs under its 
refinancing program, which will require 
experience in mortgage lending and 
strong financial standards to be eligible for 
borrowing. Moreover, ADB reserves the 
right to review and approve the findings 
and results from the UMRC’s financial and 
integrity due diligence of the first three 

UMRC and ADB 
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commercial banks to be included in the 
program as PFIs to ascertain the UMRC’s 
ability to manage the selection process. 

11. The UMRC will 
not have 
sufficient staff to 
operate at an 
efficient and 
effective level 

M The UMRC will operate as a monoline 
business with a single product and a 
uniform customer base (i.e., it will provide 
refinancing facilities to commercial 
banks). As such, the company will not 
require large staffing, as most of its 
processes are standardized and can be 
automated. 

UMRC 

12. Weak 
governance 
structure of the 
UMRC  

M The UMRC will be subject to the oversight 
of the Central Bank of Uzbekistan and will 
follow its capital requirements and 
prudential regulations. On the proposed 
seven-member board of directors, two 
directors will be independent directors. 
The remaining five will represent the 
UMRC’s shareholders, of which one will 
be appointed by the government. 
Members of the UMRC’s board will have 
to be knowledgeable in housing finance 
and housing matters. While ADB is not 
expected to be an investor in the equity 
capital of the company, ADB will have 
strong oversight over the company’s 
operations as its largest lender. 

UMRC and ADB 

Others 

13. Coordination 
between the 
MOF, the 
UMRC, ADB, 
and other 
development 
partners is 
inadequate 

L Coordination in the housing sector has 
been effective because of the small 
number of stakeholders involved. In the 
absence of a ministry of housing, the 
proposed HAU under the MOF will take on 
the role of coordinating among the 
different stakeholders. 

HAU (in 
partnership with 

ADB and the 
UMRC) 

Overall H   
ADB= Asian Development Bank, H = high, HAU = Housing Assistance Unit, L = low, M = moderate, MOF = Ministry of 
Finance, PFI = participating financial institution, TA = technical assistance, UMRC = Uzbekistan Mortgage Refinancing 
Company. 
Source: ADB. 




