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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 

1.  As a part of the due diligence required for project preparation, the Asian Development Bank 

conducted a financial management assessment and procurement risk assessment for the Department 

of Works. Country-level, sector-level, and project specific risks and their management plans are 

summarized in Table 1. 

Risk Description Rating Mitigation Measures Responsibility 

1. Macroeconomic: PNG’s 
shortage of foreign 
currency reserves, limited 
access to international 
credit markets, and heavy 
reliance on commodity 
prices 

H Continuous monitoring by ADB of 
macroeconomic conditions; assessment 
of impacts of external shocks, 
particularly with respect to commodity 
prices; coordination with other 
development partners; and potentially 
other forms of assistance. 

ADB and other 
development 
partners such as 
IMF and WB 

2. Sustainability of the 
works and reforms: The 
government, through the 
NRA and DOW, has a poor 
track record for maintaining 
roads, highlighted by 
insufficient financing for 
road maintenance. 
 
 
 

S As per the investment program design 
and associated covenants, adequate 
future funding will be set aside for 
operations and maintenance. Planning 
will be improved, as well as budgeting, 
financial management, monitoring, 
evaluation, and reporting. Institutional 
and sector governance reforms will be 
accelerated through the PMO, and 
associated training provided under the 
investment program will clarify mandates 
and responsibilities leading to greater 
institutional effectiveness. New 
approaches for project management will 
be put in place, including outsourcing of 
supervision and monitoring. Government 
financing has been earmarked for 
required maintenance works in Tranche 
1. The civil works contracts and 
concessions will include performance-
based maintenance for an initial 5 years. 
 

DOW and NRA 

3. Implementation capacity: 
The human, technical, and 
financial resources of DOW 
are inadequate to manage 
the scope and scale of the 
works under the investment 
program 
 

M The investment program will finance 
project management, administrative, and 
other types of specialized consultants 
who will advise and provide training on 
new approaches to works planning and 
implementation. DOW will procure 
international and national specialist 
according to the design of the PMO and 
provide adequate counterpart staff. 
 

DOW 

4. Road safety: 
improvement in roads and 
pavement conditions will 
lead to higher vehicle 
speeds and without road 
safety engineering, 
education, and signage, a 
significant increase in 
accidents could occur  
 

M The safety of the roads has been 
assessed during design of the 
investment program and there is a 
specific road safety component. Road 
safety audits will be performed at the 
detailed engineering design and 
completion stages for all roads. After the 
road works are completed, a road safety 
awareness program will be carried out in 
the villages along the road’s alignment.  

DOW and RTA 
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5. PFM: weak country-level 
arrangements, lack of 
qualified staff, delays in 
reporting and monitoring, 
and non-uniformity of 
information system 
 
 
 
 
 
 

S A financial management assessment 
has been undertaken. ADB supported 
strengthening of government PFM 
systems through the Financial 
Management Improvement Program. 
The skills of DOW finance and 
accounting staff in regional and 
provincial offices will be upgraded 
through rigorous training by DOTR 
personnel who are the systems 
administrator for the IFMS. Regular 
coordination meetings will be conducted 
between DOW regional and provincial 
staff to thresh out problems early and to 
avoid delays in the preparation of 
reports. DOW will hasten the 
implementation of the IFMS to include all 
regional and provincial offices so as to 
have a single unified financial 
management system. 
 

DOW and 
DOTR 

6. Corruption: corrupt 
practices in project 
implementation 
 
 
 
 
 

M International supervision consultants will 
monitor construction and operational 
activities. ADB will monitor and review 
construction and operational activities. 
Contract provisions will specify the right 
of ADB to audit and examine the records 
and accounts of all contractors, 
suppliers, consultants, and other 
services. The AGO of the government 
will audit the project financial statements 
and related financial statements 
annually in accordance with international 
auditing standards and monitor DOW 
procurement practices. ADB’s 
Anticorruption 
Policy (1998, as amended from time to 
time) 
was explained to and discussed with the 
government and the DOW.  
 

PMO, ADB, and 
AGO 

7. Safeguard 
noncompliance: 
weaknesses in landowner 
compensation procedures 
and practices 

L Extensive and effective consultations 
with communities along the road 
alignment and nongovernment 
organizations were conducted during 
project preparation, and will be 
continued during implementation. As a 
part of the due diligence, an Action Plan 
to resolve any potential legacy land 
acquisition issues has been drafted to 
guide DOW. International specialists in 
the PMO will assist DOW to identify 
affected landowners in the manner 
required to be the legal basis for 
compensation payments. 
 

PMO and DOW 

8. Procurement: lack of 
transparency 

S A procurement risk assessment has 
been undertaken in PNG in accordance 

DOW 
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with the OECD-DAC methodology. 
Through websites and published notices 
the government will provide and disclose 
(i) updated and detailed information on 
project implementation; (ii) information 
on selection of consultants and 
contractors; (iii) independent verification 
of the quantity, quality, and cost of 
works; and (iv) expected service levels 
from performance-based contracts.  
 

9. Implementation delays: 
associated procurement 
and project readiness  

S Implementation delays may be caused 
by a lack of project readiness and the 
procurement process. Project readiness 
will be increased by preparing detailed 
designs in advance of procurement; 
safeguards plans; procurement of 
goods, works, and services; funding for 
land acquisition; and all internal 
approvals before ADB approves new 
tranches. Readiness will eliminate or 
reduce delays. Advance activities for the 
procurement of civil works were initiated 
during project processing with the 
objective of awarding contracts shortly 
after loan effectiveness before the end 
of 2017.  
 

DOW 

ADB = Asian Development Bank, AGO = Auditor General Office, DOTR = Department of Treasury, DOW = 
Department of Works, H = high, IFMS = integrated financial management system, IMF = International Monetary 
Fund, L = low, M = moderate, NRA = National Roads Authority, OECD-DAC = Organisation for Economic 
Cooperation and Development - Development Assistance Committee, PFM = public financial management, PMO = 
program management office, PNG = Papua New Guinea, RTA = Road Traffic Authority, S = substantial, WB = World 
Bank. 
Source: Asian Development Bank. 

 
 


