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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Rating Mitigation Measures 

Financial Management 

Insufficient public 
financial 
management 

Low 
 

An assessment of financial management was undertaken. The 
MPRDC is a corporate body under India’s Companies Act, 1956 
and maintains and manages finances to meet the regulatory 
requirements of government agencies, as well as corporate 
requirements. The MPRDC uses double-entry, accrual-based 
accounts on established commercial enterprise resource planning 
software. The MPRDC has established financial management 
systems in its regional and field offices to account for and report 
on project expenditures. The accounts are prepared in 
accordance with Indian Accounting Standards. Inherent risk and 
control risk were assessed low.  

Late submission of 
audited entity 
financial statements 

Moderate Audits of the MPRDC are carried out by a chartered accountant 
selected from the panel approved by the CAG. For FY2016 
(ended March 2016), the audit report was qualified while that for 
FY2017 was unqualified. The submission of the MPRDC’s audited 
entity financial statements for FY2018 was delayed by more than 
6 months compared to previous years; this is an area that may 
need to be monitored in the future.  

Late availability of 
funds 
 

Low Arrangements on the timely availability of funds for 
implementation and maintenance need to be in place in 
coordination with the GOMP and MPPWD. Maintenance funds are 
lower than construction funds, and the MPRDC should not have 
an issue managing them. The GOMP and MPRDC will ensure the 
timely release of funds as per loan covenants. 

Financial reports 
with  incomplete 
information on the 
status of project 
financial 
management 

Moderate There is a reporting system in the MPRDC with the physical and 
financial progress of each project. Additional financial information 
is to be included in the quarterly progress reports and annual 
project financial statements to facilitate the monitoring of the 
status of project financial management and the project’s financial 
progress. 

Road improvement 
not a GOMP priority, 
and funding sources 
beyond the project 
are unavailable 

Low The GOMP has embarked on a systematic plan to improve state 
highways and rural roads. The MPRDC extensively uses PPPs for 
road development mainly via built–operate–transfer schemes and 
is now using the HAM. The GOMP is also approaching other 
agencies to secure funds for the remaining road improvement 
works, especially for rural roads. 

Severe economic 
reversals 
encountered in the 
state 

Low The state economy has been growing more rapidly than the 
national average from 2011 to 2018. Infrastructure and industry 
investments are expected to continue growing with the 
development of industrial nodes and growth canters. 

Weak 
implementation 
capacity of MPRDC 
and high staff 
turnover rates 

Low MPRDC staff has experience on five previous ADB loans, and are 
trained in project design, procurement, implementation, and 
safeguard requirements to mitigate the potential risk of initial 
delays resulting from procedural clearance. The MPRDC has 
developed core staff strength and capacity not only in ADB 
projects, but also in various modes of PPP, including build–
operate–transfer schemes and the development of transport-
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related service buildings for government agencies. Staff turnover, 
which has been low, is not expected to be a significant risk. 

Delay in 
disbursement 
 

Low The financial management assessment indicated that the MPRDC 
has an efficient accounts and disbursement system. The MPRDC 
is also engaged in a wide spectrum of projects, including those 
involving extensive PPP contracts. 

Procurement 

Initial delays in 
project 
implementation for 
non-sample roads 

Moderate The MPRDC has prepared (i) the detailed design for the sample 
and non-sample roads avoiding land acquisition and (ii) safeguard 
due diligence. Consultant recruitment for construction supervision 
is in progress. Procurement for works contracts started in 
February 2019. However, risk after mitigation is still medium 
because of the large number of non-sample roads. 

Limited interest by 
the construction 
industry and private 
sector 

High Since the construction industry’s and private sector’s interests are 
beyond the MPRDC’s control, the risk remains high. To mitigate 
this risk, the MPRDC has bundled all contracts into packages to 
attract qualified contractors, and has held business opportunity 
seminars for potential bidders. 

Corruption 

Contractors possibly 
cutting corners and 
providing sub-
standard quality or 
materials due to 
inadequate quality 
checking and 
monitoring 
 

Low Engineers and construction supervision consultants will be 
engaged for quality checks in accordance with contracts. ADB will 
undertake frequent review missions to ensure contracts are 
undertaken in a timely manner and implemented well. It is 
envisaged that there will be 12 project implementation units, 
distributed around the state near work sites. These units will be 
supported by five construction supervision consulting firms. The 
works contracts include a 10-year maintenance obligation, which 
will increase contractor accountability for construction quality.  

Inadequate 
transparency during 
the procurement 
process 

Low All procurement for ADB financing will follow ADB Procurement 
Policy (2017, as amended from time to time). The MPRDC officers 
are familiar with ADB’s consultant recruitment and procurement 
procedures because of their experience on five prior loans. 

Safeguards 

Weak safeguard 
compliance 

Low Engineering measures have minimized land acquisition and social 
and environmental impacts. Works contracts will be awarded only 
after substantial completion of safeguard requirements. 
Consultants will be engaged for implementation support. Before 
starting construction, the MPRDC will (i) confirm that rights-of-way 
are free of encumbrances and ready for handover to the civil 
works contractors, and inform project authorities and those 
affected of remedial actions, if any; and (ii) create awareness 
among project authorities of ADB’s social safeguard requirements 
pertaining to the project. 

Other Risks 

Unsustainable 
funding for road 
maintenance works 

Moderate The HAM works contracts include a 10-year operation and 
maintenance period, and funding will be monitored during this 
period. The project will also support the development of an e-
maintenance asset management system. 
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Significant road 
damage from 
extreme weather 
events beyond 
projections affect 
road use 

Moderate Negative impacts of extreme weather on potential 
countermeasures have been identified in the initial environmental 
examinations. More detailed site-specific risks and 
countermeasures will be considered in the environmental 
management plans. 

Economic downturn 
disrupting PPP 
financing 
arrangements 

Low The state’s economy is starting from a low base. Infrastructure 
and industrial investments increased during 2011–2018 due to the 
development of industrial areas and growth centers. 

High turnover in key 
MPRDC staff during 
implementation due 
to increased 
domestic demand 
for skilled staff 
beyond projections 

Low Although MPRDC staff members are generally on deputation from 
the MPPWD and other government departments, many have been 
in place at the MPRDC for a long time, and turnover has generally 
been low. 

ADB = Asian Development Bank, CAG = Comptroller and Auditor General, FY = fiscal year, GOMP = Government 
of Madhya Pradesh, HAM = hybrid–annuity model, MPPWD = Madhya Pradesh Public Works Department, 
MPRDC = Madhya Pradesh Road Development Corporation, PPP = public–private partnership. 
Source: ADB. 


