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RISK ASSESSMENT AND RISK MANAGEMENT PLAN (SUMMARY)1 

1. Governance risk assessments and risk management plans at the federal and provincial 
levels and for two priority sectors—energy and transport—were prepared in line with the Second 
Governance and Anticorruption Action Plan.2 The sector risk assessments and risk 
management plans focused on the power and road subsectors because these comprise the 
largest shares of Asian Development Bank operations in Pakistan, and provide a reasonable 
representation of risks at the federal and provincial levels. A procurement risk assessment was 
conducted as part of Country Partnership Strategy formulation.3 The assessment shows that 
procurement procedures and practices in the transport, energy and agriculture sectors are 
generally in compliance with international best practices but need improvement in the urban 
sector. The main risks and mitigating measures in public financial management, procurement 
and control of corruption at the country level and for the two priority sectors are presented 
below. The risks at the country level are applicable to the two priority sectors as well. Therefore, 
for the two sectors, only the sector-specific risks are indicated. 

Risks Risk Mitigating Measures 

I. Country Level 

1. Public financial management 

Shortfalls in tax revenue, as well as large 
subsidies and transfers to PSEs 
(including in the energy sector) reduce 
budget credibility and lead to uncertainties 
in project planning. 

ADB will provide significant support for reforms in the 
energy sector and PSEs, which are two main sources of 
subsidy overruns and accumulation of arrears. Combined 
with reforms in tax policy and administration supported by 
IMF and other development partners, this will help reduce 
the gap between revenues and expenditures. 

The gap between projected and actual 
revenues and expenditures leads to 
expenditure cuts and unpredictable 
funding allocations for development 
programs. 

The government is gradually improving its systems for 
project design, implementation and monitoring. ADB is 
discussing TA on monitoring and evaluation with the 
Planning Commission, which approves public sector 
development program allocations. Other partners (e.g., 
DFID, EU, and UNDP) are also providing support for 
results-based development programs at the federal and 
provincial levels. ADB will coordinate with the government 
to (i) ensure ownership by aligning its project support with 
government’s priorities, (ii) make feasible projections for 
yearly disbursement of counterpart funds, and (iii) 
strengthen monitoring of disbursements and results. 

Insufficient authority given to and 
inadequate capacity within internal 
financial control and audit units within line 
ministries, departments and agencies 
could reduce their effectiveness in 
financial management, control of 
expenditures, and accountability, raising 

ADB will make provisions for financial management and 
audit, including assistance for capacity development, for 
counterpart agencies in ADB projects, as required. 

                                                
1
  This summary is based on ADB. 2015. Country Governance Risk Assessment and Management Plan (accessible 

from the list of supplementary documents in Appendix 2 of the Country Partnership Strategy main text); ADB. 2015. 
Governance Risk Assessment and Management Plan – Energy Sector. (available upon request); ADB. 2015. 
Governance Risk Assessment and Management Plan – Transport Sector. (available upon request).   

2
  ADB. 2006. Second Governance and Anticorruption Action Plan. Manila and ADB. 2011. Revised Guidelines for 

Implementing Second Governance and Anticorruption Action Plan. Manila. 
3
 Sector Procurement Risk Assessments (Summary) (accessible from the list of supplementary documents in 

Appendix 2 of the Country Partnership Strategy main text). 

http://www.adb.org/Documents/CSPs/XXX/default.asp
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the risk of misuse of funds. 

2. Procurement 

The absence of standard bidding 
documents and subordinate regulations 
for public procurement may reduce 
competition, consistency and 
transparency in the procurement process, 
leading to inflated costs and low value for 
money in public investments 

ADB is providing TA to the PPRA to design country-level 
SBDs, which will set all bid-related requirements such as 
ways to open and evaluate bids, and institute mechanisms 
for ethics and anti-corruption.  

Inadequate capacity of procurement 
practitioners, the lack of a 
professionalization program for 
procurement practitioners, and frequent 
transfer of procurement staff, especially in 
the provinces, may lead to delays in 
procurement, decreased efficiency and 
lack of credibility in the procurement 
process  

ADB is providing TA to PPRA to (i) prepare training 
modules to be used in procurement training programs 
conducted at the National Institute of Procurement, and (ii) 
develop the capacity of PPRA and one key procuring 
agency on a pilot basis for subsequent expansion. ADB 
will continue to hold annual procurement workshops, and 
to ensure compliance with its procurement guidelines in 
ADB projects. 

The absence of a streamlined 
procurement process, inadequate internal 
controls, and ineffective grievance 
redressal mechanisms, especially at the 
provincial level, could lead to delays in 
procurement, and time and cost overruns  

The adoption of SBDs would increase consistency, 
transparency, and efficiency in procurement. ADB will 
assist the government to assess various procurement 
models to improve procurement efficiency for strategic 
investments in key sectors such as energy and transport. 

3. Vulnerability to corruption  
The scope for political interference and 
delays in appointment of key officials in 
integrity institutions and sector entities, 
especially at the provincial level, may 
reduce their effectiveness, raising the risk 
of inappropriate use of public funds 

Several partners are providing support for legal and 
judicial reforms.

a
 All ADB projects will be effectively 

insulated from corruption risks in accordance with ADB’s 
Anticorruption Policy (1998, as amended to date). 

II. Energy Sector 

The policy to levy electricity tariffs below 
cost-recovery levels and provide 
subsidies to cover the difference leads to 
fiscal strains for the government, delays in 
payment of subsidies to electricity 
distribution companies (DISCOs), 
accumulation of “circular debt”, and 
inefficiencies in the provision of electricity.  

The government’s reforms include better alignment of 
electricity tariffs to cost-recovery levels and limiting 
subsidies to lifeline electricity consumers, with the intent of 
eventually replacing electricity subsidies with targeted 
cash transfers to the poor. 
 
ADB, in collaboration with other development partners, is 
providing a policy-based loan and TA to support the 
government’s power sector reforms. 

The existence of circular debt in the 
power sector compromises the credibility 
and predictability of power sector entity 
budgets, their ability to plan for operations 
and investments, and their performance. 

Government reforms include tariff and subsidy 
rationalization, higher bill collection by DISCOs, reduced 
transmission and distribution losses, and limiting the 
amount of circular debt in the power sector. 
 
ADB is providing a policy-based loan and TA to support 
power sector reforms, including those listed above, and a 
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number of investment loans to improve the efficiency of 
transmission and distribution. ADB is also providing TA 
and a forthcoming policy-based loan to improve the 
performance of PSEs, including DISCOs. 

The monopolistic nature of electricity 
supply to consumers; discretionary 
authority of officials in DISCOs; and the 
lack of accountability, monitoring and 
enforcement contribute to risk of 
corruption and inappropriate use funds.  

The government will appoint staff to key positions in line 
with CGR 2013, implement performance contracts, set up 
a system to monitor DISCO performance, and implement 
legal measures for zero tolerance of corruption, with 
support of ADB and other partners.  
 
ADB will continue to implement its anticorruption policy in 
all its operations in the power sector. 

III. Transport Sector 

The legal framework for land acquisition 
does not adequately address safeguard 
issues that could lead to delays in project 
implementation. 

ADB to continue to provide TA for land acquisition and 
resettlement frameworks in sector entities to bring them 
up to international standards and for compliance with 
ADB’s Safeguard Policy Statement (2009). 

There are no sector strategies  or plans at 
the federal and provincial levels that 
outline sector priorities and resource 
requirements. Consequently, project 
selection could be subject to political 
considerations that contribute to budget 
reallocations and/or reappropriations, and 
compromise budget predictability and 
development effectiveness.  

ADB to provide TA for the preparation of transport sector 
policy and subsector strategies.  

Limited budget and own-source (e.g. toll) 
funding, especially in the provinces, 
makes completing ongoing road projects 
in a timely manner difficult, leads to a 
shortage of funds for operation and 
maintenance of completed projects, and 
could contribute to inadequate or delayed 
counterpart funds. These factors could 
adversely affect sustainability of 
investment projects in the road sector 

ADB will continue dialog with the government on 
improving toll collection, expanding the toll base, raising 
toll rates as appropriate, and exploring other sources of 
revenue to enhance sector financial sustainability. 
 
ADB will provide assistance to develop capacity and 
financial mechanisms in relevant government agencies for 
PPP projects, and to explore options for commercial 
cofinancing of projects. 
 
ADB will consult closely with the government during 
project and portfolio review missions to ensure timely 
availability of counterpart funds for road projects. 

ADB = Asian Development Bank; CGR = Public Sector Companies Corporate Governance Rules, DFID = United 
Kingdom Department for International Development; DISCO = electricity distribution company; EU = European Union, 
IMF = International Monetary Fund; NHA = National Highway Authority; PPRA = Public Procurement Regulatory 
Authority; PSE = public sector enterprise; SBD = standard bidding document; TA = technical assistance; UNDP = 
United Nations Development Programme. 
a 

Development Coordination Matrix: Table 5 in Country and Portfolio Indicators (available from the list of 
supplementary documents in Appendix 2 of the Country Partnership Strategy main text). 
Source: Asian Development Bank  


