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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 
1. The major risks and mitigating measures identified for the implementation of the Town 
Electrification Investment Program are summarized below: 
 
 
 
Risks 

Assessment 
without 

Mitigation 

 
 

Management Plan or Measures 

Assessment 
with 

Mitigation 
Insufficient procurement 
capacity within the 
implementing agency to 
manage ADB procurement 
procedures 

Low Procurement specialists to be included in the PMU 
Training of PMU regarding ADB procurement  
PPL to introduce complaint procedures 

Low 

Insufficient financial 
management capacity 
within the implementing 
agency 

Low Financial specialists have been included in the 
PMU. 
Monitoring of PMU financial management will be 
undertaken during implementation. 
Training for PPL in financial management. 
Avoidance of imprest accounts 

Low 

Impact from climate change Low–medium  Follow recommendations in the climate change 
adaptation risk evaluation, including: 
(i) During detailed design, ensure the potential for 

increased flood levels are considered when 
locating the power station.  

(ii) Install stream gauge and rain gauge monitoring 
equipment to provide long-term monitoring of 
the catchment’s hydrological characteristics. 

Low 

Shortage of civil works 
contractors 

Low–medium Engage in a dialogue with contractors prior to 
bidding to discuss perceived issues and develop 
options to address perceived risks 
Provincial governments are proactively working 
with the contractors to address issues of perceived 
political and security risk. 
Potential bundling of contracts 

Low–medium 

Risks associated with land 
ownership, including 
implementation delays and  
delays during operation 

Medium–high Site-specific resettlement plans and indigenous 
peoples plans have been prepared to identify and 
address land ownership issues.  

Low–medium 

Private sector customers in 
the provincial urban centers 
may distrust improved grid 
power supply and continue 
to self-generate. 

Low–medium Activities to disseminate information to the public 
will promote awareness regarding improved power 
supplies.  
Offtake agreements will be signed with major 
customers prior to connection to the grid.   

Low 

Inadequate resourcing of 
the PMU.  

Low PPL has committed to adequately staff the PMU.  Low 

Overall  Low–medium  Low 
ADB = Asian Development Bank, PMU = program management unit, PPL = PNG Power Limited. 
Source: ADB estimates. 
 
2. Procurement capacity. A procurement capacity assessment (PCA) was completed for 
the PNG Power Limited (PPL).1

                                                           

1 The PCA is included in Framework Financing Agreement and Periodic Financing Request for Tranche 1 
(accessible from the list of linked documents in Appendix 2). 

 The PCA indicated that PPL has significant experience 
procuring goods and services required for the generation, transmission, and distribution of 
power around the country, including in preparing bidding documents, evaluating technical 
proposals, and monitoring contract performance. Procurement of goods and services has 
recently been carried out by PPL for three large projects including (i) Yonki Toe of Dam 
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Hydropower Project; (ii) the Erarap to Hidden Valley Project, which involves the construction of 
a 105-kilometer transmission line; and (iii) construction of a number of substations. This 
demonstrates capacity in managing procurement for projects larger than that proposed under 
the investment program. Procurement activities in PPL are carried out by 27 full-time and 2–3 
part-time staff in the dedicated procurement department located in PPL's main office, and 20 
additional staff at PPL’s regional warehouses around the country. While overall sufficient 
resources and capacity exist within PPL to efficiently carry out procurement activities in 
accordance with the Asian Development Bank (ADB) procurement policies, PPL does not have 
recent experience with multilateral development bank procurement procedures. To address any 
risks associated with procurement capacity, procurement specialists will be included in the 
program management unit (PMU), and PMU staff will be trained in ADB procurement; PPL will 
also introduce a complaints procedures.  
 
3. Financial management. A financial management assessment was completed for PPL,2

 

 
including a review of the accounting and reporting system, internal and external auditing, fund 
disbursement, and information system. Control risk for PPL was rated as moderate, and was 
deemed to be lower than inherent risk due to the corporatized nature of PPL and its significant 
financial management capacity. PPL’s current financial management system is adequate to (i) 
record required financial transactions and balances, (ii) prepare financial statements and 
monitoring reports during subproject implementation, (iii) safeguard financial assets, and (iv) 
provide the required financial documents to perform audits acceptable to ADB. However, PPL 
does not have recent experience with international donor-funded loan projects, and the 
particular risks that were identified relate to the timeliness of financial reporting, internal 
controls, and knowledge of ADB financial management policies and procedures. Mitigation 
measures to address the identified risks include (i) inclusion of financial specialists in the PMU, 
(ii) close monitoring of PMU financial management during implementation, and (iii) capacity-
building training for PPL in financial management. To avoid previous portfolio management 
issues encountered in PNG, imprest accounts will not be used for the investment program. The 
PMU will be required to maintain separate and adequate project records and accounts to 
identify (i) the goods and services financed from the loan proceeds, (ii) the financing resources 
received, (iii) the expenditures incurred for each project component, and (iv) the counterpart and 
cofinancing funds received and spent. Independent external auditors acceptable to ADB will 
undertake yearly audits of the consolidated project accounts, and will submit to ADB certified 
copies of the audited accounts, as well as the auditor’s report, in English within 6 months of the 
end of each financial year during the implementation period. 

4. Climate change. A climate change adaptation risk evaluation was conducted to 
evaluate potential impacts on the proposed infrastructure from climate change, including a 
series of recommendations for infrastructure design. Recommendations included (i) locate the 
power station at an elevation that takes into account the potential for increased flood levels, and 
(ii) install stream and rain gauge monitoring equipment to provide long-term monitoring of the 
catchment’s hydrological characteristics. 
 
5. Shortage of civil work contractors. Problems have been experienced related to a lack 
of international and national civil works contractors bidding for projects in remote areas of PNG; 
this stems from high demand in other sectors, and perceived political and security risks. These 
issues will be addressed through (i) outreach to contractors prior to bidding to discuss perceived 

                                                           

2  The financial management assessment was carried out in accordance with ADB. 2005. Financial Management and 
Analysis of Projects. Manila; and ADB. 2009. Financial Due Diligence A Methodology Note. Manila. 
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issues and develop options to address perceived risks, (ii) provincial governments working 
proactively with the contractors to address issues of perceived political and security risk, and (iii) 
potential bundling of projects to increase attractiveness to contractors.  
 
6. Land acquisition and resettlement. Because of customary landholding in PNG, land 
acquisition is intricate and the process is lengthy. PPL and the provincial governments have 
entered into advance negotiations with all relevant landowners to expedite the land acquisition 
process. PPL has a unit dedicated to land issues with extensive experience in negotiating 
access to land for power sector infrastructure. Site-specific resettlement plans and indigenous 
people’s plans have been prepared for each site, as relevant, to assess land ownership, 
document activities conducted to date, and detail required activities to meet PNG and ADB 
requirements.  
 


