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RISK ANALYSIS OF A SOCIAL INVESTMENT PROJECT

Social projects are characterized by a low level of income from
implementation, but they have a very pronounced social return in favour
of the welfare of the population of the region, city, district. However, such
projects are also subject to risks, which level needs to be determined in
order to take various corrective actions on projects. Such activities can
be: conducting additional market research, choosing alternative areas
for construction, choosing another contractor, etc. Also, for each project,
several examinations are made, which are aimed at identifying risks based
on the expert opinions of specialists, a number of indicators are calculated,
one of which is budgetary and social efficiency. In the article, we will
consider the main causes of project risks, types of risks, current methods
for assessing the risks of social projects, and describe the boundaries of
risks that affect the choice of risk management policy and monitoring
system. consider The basic rules for identifying and assessing risks will
be considered, as well as the rules for conducting economic appraisals
of projects. Using the example of an investment social project, we will
calculate indicators of sensitivity to changes in price, cost and sales volume,
and also compile a matrix of profit changes under the influence of prices
in relation to a certain level of risk.

Keywords: social projects, project risks, risk level, causes of
occurrence, efficiency assessment, indicators of sensitivity.

Introduction

One of the problems of budget investment is the emergence of differences
in the projects of republican and local purposes. They all differ both in tasks that
solve a social problem, and in scale, amount of funding, complexity of organization,
long-term character, etc.
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The main risks of social investment projects are: the risks of non-compliance
with the project implementation schedule, the risk of exceeding the amount of
financing, the risk of low returns from project implementation, and others.

Comparing various social investment projects financed by the budget
according to any different parameter, it is impossible to draw conclusions about the
occurrence of risks when calculating efficiency and on the basis that it's compared
parameters differ from ordinary investment projects [1].

Some of the reasons for the risks of social investment projects are:

- the impossibility of determining the future development of events;

- incorrect assessment of future events due to lack of information, knowledge,
skills, abilities, etc.;

- confidence in the correctness of the chosen path and unwillingness to take
into account the realities;

- conscious formation of a distorted picture of the future, provided that the
real forecast is known to a few;

- a fundamental reluctance to engage in forecasting the future development
of events [1].

In the process of calculations, such risks may arise as formal and informal, in
terms of the impact on the indicators of project items as exact and global, in terms
of the level of impact on the result of the project as significant and insignificant,
for the dependence on assumptions as dependent and independent. Hence, there
is a need to use various methods for assessing the risks of investment projects of
a social orientation, considering the results obtained in the totality.

Materials and methods

In the course of writing the article, materials of scientific articles, approved
Rules and publications on the Internet were used. The study was based on methods
such as a generalization of well-known risk assessment methods, a description of
risk assessment methods existing in state practice, and, based on the calculations
carried out for a social investment project, determining its feasibility.

Discussion results

In Kazakhstan, for the preparation and evaluation of budget projects and
projects of public and private partnership, the Order of the Minister of National
Economy of the Republic of Kazakhstan dated December 5, 2014 No. 129 was
adopted. It is registered with the Ministry of Justice of the Republic of Kazakhstan
on December 8, 2014 No. 9938 «On approval of the Rules for the development or
adjustment, conducting the necessary examinations of the investment proposal of
the state investment project, as well as planning, reviewing, selecting, monitoring
and evaluating the implementation of budget investments and determining the
feasibility of budget lending» [2]. For projects, experts prepare the Conclusion
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of economic expertise, Conclusion of industry expertise, expertise for a working
design for construction.

To analyze budgetary efficiency, the difference between budget revenues
and expenditures is calculated. The revenues to the budget include all taxes
received in the future from the implementation of the project, rental income and
other revenues. Outflows from the budget include the amount of investment in
the project, the costs associated with the implementation of the project. At the
same time, it should be taken into account that the budgetary efficiency of social
projects may have a negative value due to the fact that the project is mainly aimed
at solving social problems.

When describing and assessing risks, the Financial and Economic Justification
of projects describes: project risks, risk management and mitigation methods. It is
also advisable to develop a risk map, conduct an expert risk analysis, assess the
risks of changes in the profitability of the project under the influence of indicators
and determine the feasibility of the project [2].

One of the indicators for determining the risk level of an investment project
is the calculation of net present value (NPV). If NPV is greater than zero, then
the project should be accepted; if NPV is less than zero, then the project should
be rejected. If the NPV is zero, the project is neither profitable nor unprofitable,
however, such projects are not always rejected, as they allow them to maintain
market share or increase the number of jobs [3].

It is also necessary to calculate the payback period and the internal rate of
return of the project and discounted payback period (DPP), the period at which
the project income covers the invested investments [3].

The most effective is to determine not only the value of the net present value
and the internal rate of return, but also their changes under the influence of such
indicators as price, cost, number of sales.

In tables 1-3, we give an example of a change in the main indicators of a
social investment project, the discount rate is set at 9.75 %.

The social project focused on the region was taken as a basis, the cost of
investments is more than 800 million tenge. The volume of implementation of
the project cannot be exceeded due to the limited area, the prices are social and
not high, the payback period of the project is long.

Table 1 — Indicators of sensitivity to price changes

Indicat Change in selling price, %
néicators 30 20 -10 0 10 20 30 40
NPV,
thousand
tenge 246163 | 111119 | 23926 | 158970 | 294015 | 429060 | 564104 | 699149
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IRR, % 6,1 8,2 10,1 11,8 134 15,0 16,4 17,8
DPP, years | Not Not pay-
payback | back 20 16 14 12 11 10

Table 2 — Sensitivity of indicators to changes in sales volume

Indicators Change in sales volume, %
-40 -30 -20 -10 0
NPV, thousand -381207 -246163 -111118 23926 158970
tenge
IRR, % 3,6 6,1 8,2 10,1 11,8
DPP, years Not pay- Not pay- Not pay- 20 16
back back back

Table 3 — Sensitivity of indicators to changes in cost

Indicators Cost change, %
-30 -20 -10 0 10 20 30 40
NPV, thousand
tenge 274881 | 236244 | 197608 | 158970 | 120334 | 81697 | 43060 | 4423
IRR, % 13,2 12,8 12,3 11,8 11,3 10,8 10,3 9,8
DPP, years 14 15 15 16 17 18 19 20

The analysis shows that with a change in price and sales volumes, the change
in project efficiency indicators is almost equal, the project remains profitable only
if the price or sales volume decreases by only 10 %, with a further decrease, the
project becomes unprofitable. By increasing the price by 40 %, we will reduce
the discounted payback period from 16 to 10 years, while NPV will increase to
540,179 thousand tenge.

With an increase in cost even by 40 %, the project still makes a profit, when
a decrease in cost entails an increase in performance and a decrease in the payback
period. The project is sensitive to a price reduction of 20 percent or more, increasing
the risk of a shortage of budget funds allocated for the project [4].

Based on the calculated data, we will compile a risk matrix and present it in
Table 4. In the matrix, everything is highlighted in colours, where red is a high
level of probability, yellow is a medium level of probability, and green is a low
level of probability [5].

Table 4 — The risk of changes in profits from the project under the influence of price
In thousand tenge

Probability of change Threats Opportunities
0,9 23926
0,7 294015
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0,5 -111119 429060
0,3 -246163 564104
0,1 -381208 | 699149
low medium high high medium low

The planned net profit of the project is 111,906 thousand tenge. The
probability of a decrease in profit by 111,119 thousand tenge and 246,163 thousand
tenge refers to the medium level of risk, and a decrease by 381,208 thousand tenge
to a low level of risk and has a low probability of occurrence. While an increase
in profit to 158,970 thousand tenge is more likely than an increase to 429,060
thousand tenge, 564,104 thousand tenge and up to 699,149 thousand tenge.

Also, the budget efficiency was calculated for the project, which amounted to
3,100 million tenge in the form of tax revenues. The positive social effect of the
project is the creation of additional jobs, price containment for certain products
and providing the population with products at a more affordable price. The more
complex the project, the more risk assessment techniques need to be used. The level
of risk of a social investment project can also be assessed using the assessment
questionnaire, which is shown in Table 5.

Summing up the points obtained, the risk of the project can be attributed to
one of the levels:

- high (50-65 %);

- medium (30-49);

- low (0-29) [6].

Table 5 — Scorecard for assessing the risk level of the project

Estimated indicators Score

The organization has experience in the implementation of social projects for
more than 3 years 1

The organization has experience in the implementation of social projects
for 1-2 years 3

The first experience in the implementation of social projects for more than
3 years

The organization has been operating for more than 10 years

The duration of the organization is 5-7 years

The duration of the organization is 2-5 years

The duration of the organization is less than 2 years

Has no work experience

SN RV I G RUCR Y ) S

There were no violations during the implementation of the previous project

During the implementation of the previous project, violations were recorded
such as late submission of documents, exceeding the limits within accept-
able values 3

39



TopaiireipoB yHEBepcuTeTiHiH Xabapmsbichl, ISSN 2710-3552  Dxonomuxanvix cepusi. Ne 4. 2022

The organization did not implement the funded project

Reports and documents have been drawn up correctly

There were a number of complaints about the drafting of documents

| W= [

Reports and documents sent for revision

There were no violations during the monitoring of the implementation of
projects 1

During the monitoring of project implementation, minor violations were
identified

Violations of medium risk were identified

High-risk violations were identified

Monitoring was not carried out

All types of work were carried out under the project

The organization has completed most of the work

The organization has completed a small part of the work

The organization did not complete most of the work

The financial part is made correctly

Most of the financial statements are correct.

The financial part has a number of violations

The financial part is written incorrectly

Maintaining accounting records meets the requirements

Bookkeeping has a number of violations

Accounting practices are grossly flawed

The project is being implemented within the budget

Project costs are out of budget, reasons explained

Project costs are out of budget, reasons not explained

The organization always responds to inquiries in a timely manner

The organization usually responds to inquiries

N W[ — W W[ — N W)=~ WIN =W W[ =W &~ W N

Organization rarely responds to inquiries
Total

For the project we considered, the score on the score sheet was 34 %, which
determines the risks for the project as «medium» [7].

Findings.

Thus, using the proposed risk assessment methodology for social projects, it
is possible to characterize the project and make a decision in favor of corrective
measures to reduce the level of risk. At the «low» risk level, the project is subject
to approval for financing and an assessment is made of the fulfillment of the
requirements of the contracts and the timeliness of its implementation [8].

The risk level of the project under consideration was set at the «medium»
level [9]. At medium and high risk levels, it is necessary to apply various risk
mitigation measures and a monitoring plan is drawn up, which includes:
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- identification of factors that contributed to the increase in the level of risk,
which pose a threat to the implementation of the project;

- taking corrective measures to reduce the degree of risks, constant monitoring
of the elimination of comments related to the current activities of the organization,
social investment project or financial reporting;

- assessment of the correction of comments and subsequent monitoring of
the implementation of the project in the form of cameral or field control [10].
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Boun I'onybosuy!, M. M.Myxamedosa®, A. H Kcembaesd®, A. C.Kyrembaesa’
"Vuusepcuter J{ousst ['opuiia, Ueproropus

234TopaiirsipoB yHuBepcuTeTi, Kazakcran Pecmy6mukace, [Tasmonap .
Martepuan 6acmara 12.12.22 tycri.

QJIEYMETTIK MHBECTHUIUSIBIK JKOBAHBIH TOYEKEJJIEPIH
TATJIAY

Oneymemmik s#cobanap icke acvlpyoan mycemin madvlcmoiy momeH
Oeneetiimen cunammanaowl, 6ipax oO1vIC, Kanid, ayo0an XAAKbIHbIY Oj-
ayKamvlbly RAUOACHIHA Ome AUKblH 9leyMemmiK Kaumapulmvl o6ap.
Anatioa, mynoau xcobanrap moyexenoepee 0e Yublpauovl, 0aapobly
Odeneellin Hcodanrapea KamvlCmul SPMYPJi My3emy umapaiapvii Kaoulioay
yuiin anvikmay Kasicem. Mynoail ic-wapanap muiHanap 60xybl MyMKiH:
HapbIKKa KOCbIMULA 3epMImeyiep Hcypeizy, KypbliblcKa baniama anayoapobsl
manoay, backa mepoicepdi manoay xone m.6. coHoau-ax, op dicobaza
MAMAHOAPObIY CApanmamaibli KOPLIMbIHObLIAPLL He2i3iHoe mayeKenoepoi
anvikmayea bazeimmanzan Oipneute capanmama sxcacanadsl, oipkamap
Kepcemxiwmep ecenmenedi, 01apovlH OIpi O100HCEMMIK JHCOHe dNeYMEemmiK
Mmuimoinix 6onvin mabuviiadvl. Maxanaoa sxcoba moyexendepiniy Hezizei
cebenmepin, moyekei mypiepit, oieymMemmik Hcooaiapobiy moyekenoepin
bazanayoviy e3ekmi 90icmepin Kapacmulpamvi3, moyekenoepoi
backapy cascamel MeH MOHUMOPUHE JHCYlieCiH manoayaa ocep ememin
mayexenoepoiy WeKapaiapbii CUNAmmaimol3.

Tyuinoi cozdep: oneymemmik dcobanap, Hcobarapoviy moyekeioepi,
moyexen Oeneeili, nauoa 6oy cebenmepi, muimoinikmi 6azanay,
Kopcemxiwmepoiy ce3imMmanobieb
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Boun Ionybosuy!, M. M. Myxameooea?, A. H. Kcembaesd®, A. C. Kynembaesa*
'Vuusepcuter doubs ['opuia, Yeproropust

234V uupepcutet Topaiireipos, Pectiybnuka Kasaxcran, r. [TaBnogap
Martepuan nmoctynui B pefakuuio 12.12.22.

AHAJIN3 PUCKOB COLHUAJIBHOI'O MWHBECTHIIMOHHOI'O
IMPOEKTA

Coyuanvrvie RPOEKmMvl XAPAKMEPUIVIOMCA HUKUM YDPOBHEM
00X0006 OM peanu3ayuu, HO UMEION OYEHb BbIPANCCHHOE COYUATbHOE
6030eticmeue 8 nouv3y 01a20COCMOsAHUsL HAceleHus. 001acmu, 20pood,
pationa. OOHAKO makKue NPoeKmbl MaKdice No08epI;ceHbl PUCKAM,
VPOBEHb KOMOPLIX HEOOX00UMO Onpedeisimy OJisi RPUHAMUSL PA3IUYHBIX
KOPPEKMUpYIouux mep 6 omuouieHuu npoexkmos. K maxum meponpusimusim
MO2YM OMHOCUMbBCSA: NpoGedene 0OONOJHUMENbHBIX UCCLe008AHUL
PbIHKA, 86160D AIbMEPHAMUEHBIX NIOWAOCH OJisl CMPOUMENbCMEd, 8b100p
0pye02o nodpsiouuka u m. 0. Taxoice no Kaxrco0oMy NPoeKmy npo8oOUmcsi
HECKONbKO IKCHEPMU3, KOMOpPble HANPAGIeHbl HA GbISAGNIeHIUe PUCKOS
HA OCHOBe IKCNEPMHLIX MHEHUI CHeYUAIUCINO8, PACCUUMbIBAem st PO
nokazameineti, 0OHUM U3 KOMOPLIX AGJISLEMCsL BI00HCeMHAsL U COYUATbHAS
appexmusnocmsb. B cmamve Mol paccmMompum 0CHOBHbIE NPUHUHBL
NPOCKMHBIX PUCKOE, BUObL PUCKOS, COBDEMEHHBLE MEMOObL OYEHKU PUCKOE
COYUANLHBIX NPOEKMO8, ONUULEM 2PAHUYbL PUCKOS, GIUSTOUUX HA 8b1O0D
NOAUMUK YNPAGILEHUS. PUCKAMU U CUCTEM MOHUMOPUH2A.

Kuiouesvie cnosa: coyuanvhvie npoexmol, npoeKmmuvle PUcKi,
VPOBEHb PUCKA, NPUYUHBL BOZHUKHOBEHUS, OYeHKa dppexmusnocmu,
YYECMBUMENLHOCHb NOKA3AMEIEL.
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Tepyre 12.12.2022 x. xidepinmi. bacyra 30.12.2022 . K0JI KOHBUIIBL
DNeKTpOH B! Oacma
1,03 Mb RAM
[MaprTe! 6acna Tabars! 7,9
Tapansver 300 nana. barace! keniciM OoHbIHIIIA.
Komnserotepae 6erreren A. K MeipxukoBa
KoppexTtop: A. P. Omaposa, T.A. Opa3zanuHoBa
Tamnceipsic Ne 40002

Cnano B Habop 12.12.2022 r. Iloanucano B iewats 30.12.2022 1.
DJIEeKTpOHHOE U3aHNe
1,03 Mb RAM
Yenna 7,9. Tupax 300 3x3. Llena norosopHasi.
Komnsrotepnas Bepctka A.K MeipxukoBa
Koppextop: A. P. Omaposa, T.A. OpazaiimHoBa
3aka3 Ne 40002
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