
Rural Primary Health Services Delivery Project (RRP PNG 41509) 

RISK ASSESSMENT AND RISK MANAGEMENT PLAN  

Risks 

Assessment 
without 

Mitigation Management Plan or Measures 

Assessme
nt with 

Mitigation 

1. Public Financial Management   
1.1 Weak country level PFM 

arrangements, particularly 
regarding budget execution 
and accounting information 

High ADB and development partners are working to 
strengthen PFM arrangements nationally. 

At the project level, separate accounting records 
will be maintained by accounting and 
procurement specialists recruited as part of the 
PSU to ensure compliance with established ADB 
and HSIP financial policies and procedures. PSU 
will be a part of DOH and fully absorbed into DOH 
over the life of the project. 

Medium 

1.2 Premature move to implement 
direct budget support from the 
current sectorwide approach to 
financing through the HSIP 
trust account 

Medium ADB will assess project financial risk if a decision 
is made to move toward direct budget support. 

Low 

1.3 Weak budget credibility for lack 
of consolidated national budget 
information, leaving it difficult to 
monitor provincial activity 

High Nationally, the government is supported by 
development partners toward improving budget 
credibility through PFM reform programs. 

At the project level, consultants will be recruited to 
help strengthen subnational PFM systems and 
intergovernmental fiscal arrangements.  

Medium 

1.4 Financing delays and lack of 
counterpart funds for asset 
operation and maintenance in 
provincial and local 
governments 

High The Government of Papua New Guinea will give 
an assurance in the loan agreement to provide 
appropriate counterpart recurrent funding. 

Annual budget allocation from the Health Function 
Grant will be disbursed on time to provinces and 
rural health facilities for recurrent costs.  

Costing and the inclusion of appropriate amounts 
of counterpart recurrent funding are included as 
an assurance in the loan agreement. 

Low 

1.5 Weak internal controls Medium The external auditor’s opinion on the use of 
special project accounts will be part of the audit 
reports submitted to ADB no later than 6 months 
after the end of the financial year during project 
implementation.  

The PSU will recruit accounting specialists. 

The Australian Agency for International 
Development will support the strengthening of 
internal audit in DOH. 

Low 

1.6 Irregularities in funds flow 
management 

Medium Most project support will be through direct 
payment.  

The PSU will provide procurement and 
accountancy expertise. 

A PSU consultant will provide to executing 
agencies capacity development on financial 
management and ADB disbursement procedures. 

Project funds will be channeled by a combination 
of direct payment and imprest procedures through 
the HSIP. Three special project accounts will be 
held within the HSIP trust account by DOH. 

The PSU will ensure that regular reconciliation is 

Low 
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completed with DOH’s HSIP financial 
management unit.  

1.7 Mismanagement of the HSIP 
trust account 

Medium At the project level, the PSU will engage 
accountants to ensure timely and rigorous 
reconciliations, proper record keeping, and strict 
adherence to financial management policies and 
procedures. 

Low 

1.8 Reduction in Capacity Building 
Service Centre support to the 
HSIP financial management 
unit 

High PSU consultants will enhance the capacity of the 
HSIP financial management unit. 

The PSU will have accounting and procurement 
expertise. 

Low 

1.9 Poor audit quality, as a recent 
independent review (not 
completed by the audit office) 
raised some significant queries 
not identified in previous audit 
reports 

Medium The project will be audited by the Auditor-
General’s Office as part of the audit of the HSIP 
trust account, which is currently contracted out to 
a local audit firm. The intention is to contract 
future auditing to an international firm. 

Low 

2. Procurement    

2.1 Weaknesses in procurement 
controls that threaten probity, 
transparency, and 
effectiveness 

High At the project level, ADB will ensure appropriate 
mechanisms to address weaknesses in 
procurement controls. These will include (i) 
recruiting an international procurement advisor; 
(ii) disclosing updated and detailed information on 
project implementation; (iii) the timely disclosure 
of information on the selection of consultants and 
contractors through local newspapers; (iv) 
independent verification of the quantity, quality, 
and cost of work; and (v) publicly available 
information on expected service levels. 

Medium 

3. Corruption    

3.1 Manipulation of process for 
personal gain 

High At the project level, ADB will put in place 
mechanisms to mitigate the risk of the 
manipulation of processes for personal gain. 
Actions will include the following: (i) Supervision 

consultants will monitor civil works and 
operational activities. (ii) Contracts financed by 
ADB funds will include provisions specifying the 
right of ADB to audit and examine the records and 
accounts of all contractors, suppliers, consultants, 
and other service providers. (iii) Contracts, project 
accounts, and financial statements will be 
independently audited. (iv) Forensic audits will be 
conducted when corruption is suspected. 

Medium 

4. Human Resource Management   

4.1 Insufficient numbers or quality of 
government staff and 
community health workers for 
project implementation and the 
operation of community health 
posts and other health facilities, 
especially in remote rural areas 

 

High The government covenants in the loan agreement 
to make available appropriate numbers of staff for 
community health posts; this is also a site 
selection criterion.  

Output 1 supports the government in developing a 
staff incentive program. Output 3 provides training 

on supervision and management. Output 4 
includes staff housing, an incentive for staff 
retention, as part of the civil works component.  

National training of health workers will be 
undertaken by PNG government with the 

Medium 
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assistance of the AusAID.  

5. Implementation    
5.1 Risk of reduced authority in the 

government to make decisions 
needed for project 
implementation during the 6–8 
months surrounding national 
elections scheduled for June 
2012 

High Risk is diverse over eight participating provinces, 
permitting the project to place adaptive emphasis 
on less-affected areas during the election period. 

Site selection criteria require preparatory 
milestones to have been met. 

The project will accelerate in the more 
progressive provinces where the site selection 
criteria can be satisfied notwithstanding pending 
elections.  

Medium 

5.2 Insufficient acceptance of the 
local partnership modality 

 

Medium Partnership boards under output 2 will be 
established prior to the partnership agreements 
for effective cooperation.  

Consultations will be held among stakeholders, 
including provincial and local government 
authorities, private service providers, churches, 
civil societies, and communities. 

Low 

5.3 Lack of civil works contractors 
because of local security 
challenges delaying the 
construction of civil works 

High 

 

 

 

 

The selection of facility sites and civil works 
contractors will be transparent and include 
consultations with local communities. 

Community buy-in, and hence enhanced security, 
will be developed through community participation 
in the partnership boards, which are a 
precondition for civil works. 

Appropriate contract packages will be prepared to 
attract the right participants in bidding. 

Medium 

5.4 Failure of administrative 
arrangements to keep pace with 
the project and delays in 
processing claims with 
adequate documentation and 
the timely release of funds for 
project implementation (risk is 
highest in years 2 and 3). 

Medium Where possible, the number of separate contracts 
will be reduced.  

The PSU manager will follow this issue with 3-
monthly reviews.   

If the problem is severe, alternative funds flow 
pathways will be considered.  

All administrative staff will be trained in ADB 
procedures.  

Low 

5.5 In the absence of provincial 
health authorities and 
associated direct funding, 
central funding for rural health 
likely to be delayed or diverted 
 

Medium 

 

 

The reform of provincial health authorities 
continues to be rolled out in some provinces. 

 

Low 

5.6 Lack of demand side financing 
by the project for people to pay 
for access (such as 
transportation) to health 
services  

Medium 

 

Project provides support for demand side by 
output 5 through health promotion programs. 
Project improves supply side be increasing 
access to facilities and trained personnel 
including health village volunteers.  

Low 

Overall High  Low 

ADB = Asian Development Bank, HSIP = Health Services Improvement Program, DOH = Department of Health, PFM 
= public financial management, PSU = project support unit. 

 


