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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risks Assessment 
without 

Mitigation 

Management Plan Assessment with 
Mitigation 

Technical design risks. The 
effects of climate change could 
damage implemented 
infrastructure if designs are 
inadequate.  
 
Underestimation of requirements 
might cause delays and increase 
costs. 

Medium The project will mitigate this risk by 
requiring conservative design 
assumptions regarding sea level rise and 
cyclone risk, and will require use of 
quality materials to international 
standards. The project design mitigates 
these risks by (i) incorporating specific 
provisions in tender documents; (ii) 
requiring minimum provision of physical 
plant at mobilization, detailed 
quantification of engineering risks, and 
adequate contingencies; and (iii) holding 
community consultations in advance on 
subproject selection and access to 
resources. 

Low 

Financial risks of 
construction. Budgetary 
allocations for the project could 
be inadequate as a result of 
underestimated construction 
costs or the potential cost of 
defending construction claims 
lodged by contractors. 

Low During the project preparatory phase 
highly conservative costs have been 
estimated. To further mitigate these 
risks, the executing agency will (i) 
continue to estimate costs 
conservatively, (ii) prepare subprojects 
for concurrent implementation, (iii) use 
strict and effective contract conditions to 
mitigate slow contractor performance, 
and (iv) require a 1-year guarantee by 
the contractor for  civil works to ensure 
construction quality.  

Low 

Institutional reforms and 
sector restructuring risks. 
Development of management 
systems for MIPU depends on 
successful ADB TA and 
adequate government 
counterpart funding. Government 
commitment to the reform 
process could wane. Further 
risks include the government not 
progressing with timely legal and 
institutional reforms, and 
resource shortages within MIPU. 

Medium The project design mitigates these risks 
through close collaboration and 
cooperation via a TA component, which 
involves consultations between the 
government, the private sector, and the 
public. ADB project and TA review 
missions, as well as country consultation 
missions, will engage in regular dialogue 
to maintain support and commitment. 
ADB will also continue to work closely 
with development partners such as New 
Zealand and AusAID to promote sector 
governance improvements. 

Low 

Project management 
capability. Although the 
government has been involved 
with ADB in the past and other 
ongoing projects supported by 
development partners, these 
have typically been managed 
through a separate project 
implementation unit. 
Consequently, agencies like the 
MIPU do not have sufficient 
capacity in this regard. 

High Implementation assistance will be 
provided to MIPU to help manage the 
proposed project. Consultants will 
ensure that a sound financial 
management system is instituted and will 
identify where proficient and skilled staff 
will be engaged on the project. They will 
also ensure that the requirements of 
ADB and other cofinancers are met. 

Low 

Ability to restructure the MIPU. 
There is a shortage of 
professionally qualified and 
skilled staff in key financial, 
technical, and managerial 

High A training needs assessment will be 
undertaken and a capacity building–
institutional strengthening action plan will 
be prepared based on an agreed 
organizational structure and required 

Low 
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without 

Mitigation 

Management Plan Assessment with 
Mitigation 

positions within government 
agencies.  

resources. 

Availability of counterpart 
funds and resources. The 
government may experience 
difficulties in its ability to hire 
staff and provide timely financial 
support. 

 

High As a precondition for implementation, the 
agreed amount of counterpart funds in 
the form of personnel, office space and 
equipment, or cash must be described in 
detail, documented by ADB, and set 
aside based on the implementation 
schedule. 

Low 

Governance – (A) Public Financial Management 
1. The institutional capacity of 
the MIPU to manage their 
finances, especially in terms of 
project-level disbursements, is 
low; and internal controls are 
ineffective, including a lack of 
recent audits. 

High The MFEM will act as the executing 
agency and handle disbursements. The 
project includes TA for institutional 
restructuring and capacity building. 
MIPU will be informed that regardless of 
performance, the project will be audited. 

Low 

2. Risk of cost and time overruns 
of subprojects because of 
disbursement delays and low 
capacity of other stakeholders 

Medium An M&E system will be developed early 
during implementation to ensure 
disbursements to consultants and 
contractors are timely.  

Low 

Governance – (B) Procurement 
1. Procurement is not integrated 
at the project level with the 
government’s financial 
management system. 

High Through the TA and coordination with 
Australia’s Governance for Growth 
program, the development and 
implementation of a PMIS integrated 
with government’s chart of accounts will 
be supported. 

Medium 

2. Collusion among bidders for 
shipping support services. 

Medium Standardized reporting and audits will 
support effective M&E of shipping 
support services bids, contracts 
awarded, and realized revenue and 
profits of service providers . 

Low 

Governance – (C) Corruption 
1. MIPU and associated 
agencies do not have an 
effective anticorruption strategy 
or action plan. 

Medium As part of the TA support to the MIPU, 
an anticorruption strategy and action 
plan will be prepared for agencies 
involved in the tender evaluation and 
contractor selection processes. 

Low 

2. Given cultural issues, bribes 
and corruption might be 
accepted as standard practice, 
particularly among members of 
the same island group. 

High Anticorruption efforts and transparency 
will be promoted through wide 
consultation on major project decisions 
regarding reforms and subproject 
implementation. 

Low 

ADB = Asian Development Bank, AusAID = Australian Agency for International Development, GFG = Governance for 
Growth, M&E = monitoring and evaluation, MFEM = Ministry of Finance and Economic Management, MIPU = Ministry 
for Infrastructure and Public Utilities, PMIS = project management and information system, TA = technical assistance. 
Source: Asian Development Bank. 
 




