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RISK ASSESSMENT AND RISK MANAGEMENT PLAN  

 

Risk Description Rating Mitigation Measures Responsibility 

External Shocks 

More frequent or intense tropical 

cyclones or other natural hazards 

in the future may damage project 

infrastructure 

M Conduct training at regular 

intervals. 

Executing 

agency, 

implementing 

agencies 

Governance 

Poor coordination between 

executing and implementing 

agencies and the agencies with 

oversight roles, which may inhibit 

effective implementation 

L The implementing agencies 

regularly update the executing 

agency and the relevant agencies 

with oversight roles through a 

rigorous monitoring, reporting, and 

evaluation framework. 

PSC, executing 

agency, 

implementing 

agencies 

Procurement 

Implementation could be delayed, 
leading to cost overruns. 
 

L Project cost estimates are 

benchmarked against the Cyclone 

Ian Recovery Project.a 

Executing 

agency, 

implementing 

agencies, PMU, 

PMC 

Delays in procurement and start-up 
may delay implementation  
  

L Project start-up activities will begin 

immediately following project 

approval to enable timely detailed 

design, preparation of bid 

documents, and the tendering and 

award of contracts. Advance 

contracting will be undertaken for 

goods and services that are 

expected to be procured through 

the national competitive bidding 

method.  

Executing 

agency, 

implementing 

agencies, PMU, 

PMC 

Implementation agencies were 
identified as having insufficient 
qualified staff 
 

L TPL and the MEIDECC have 

made a request for the 

delegation of the CSC and PMU 

consultants’ recruitment under the 

project to ADB. 

ADB, executing 

agency, 

implementing 

agencies 

Compliance with existing 
regulations was identified to be 
inconsistent 

M The appointment of the CSC and 

PMU to monitor delivery of 

procurement addresses this risk. 

ADB, executing 

agency, 

implementing 

agencies, CSC, 

PMU 

Delayed payment processing 
 

L The engagement of the PMU and 

direct payments from ADB to 

contractors will mitigate this risk.   

ADB, 

implementing 

agencies, PMU 

Financial Management (Inherent Risk) 

Country-specific risks: the PEFA 
assessment showed improvement 

H The government has taken action 

on prudent financial management, 

Executing 

agency 

http://www.adb.org/Documents/RRPs/?id=49450-012-2
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from the past, with the weakness 
being significant variances in 
expenditure; although audits are 
done in a timely manner, the high-
risk rating is because of debt 
distress and expenditure, which 
can be caused by natural disasters 

including containing the public 

sector wage bill. 

Entity-specific risks: there is no 
internal audit function at TPL 

M TPL will continue outsourcing the 

internal audit function to different 

auditing firms, depending on 

scope and expertise. 

TPL 

Overall Inherent Risk M   

Financial Management (Project Risk) 

Implementing entity: TPL is a 
state-owned enterprise and the 
MEIDECC is a government 
ministry 

L   

Funds flow: a direct payment 
method has been used 

L   

Staffing: TPL is generally well 

staffed, but the MEIDECC has 

limited technical staff in remote 

islands 

 

M The project finances both project 

supervision consultants and a 

PMU manager. 

 

Accounting policies and 

procedures: TPL and the 

MEIDECC use international 

standards (TPL uses IFRS and the 

MEIDECC uses IPSAS) 

L   

Internal audit: There is no internal 

audit function at TPL 

S TPL will continue outsourcing the 

internal audit function to qualified 

auditing firms, depending on 

scope and expertise. 

TPL 

External audit: financial statements 

of all entities are up to date and 

audited; TPL has been issued with 

an unqualified opinion whereas the 

MEIDECC is part of the 

Government of Tonga’s finances 

L   

Reporting and monitoring: financial 

statement production is on time 

and monthly reporting to the board 

is on time; MEIDECC reporting, 

though limited, is also on time 

L   

Foreign exchange risk S ADB requires that 15% of the 
grant proceeds from DFAT remain 
unallocated as reserve for foreign 
exchange risks. The grant 
agreements clearly indicate that 
the recipient shoulders the foreign 
exchange risk. The price 
contingency is allocated in a 
conservative manner. 

ADB, executing 

agency, 

implementing 

agencies 



  

 

Information systems: automated 

systems are functioning well at 

TPL and the MEIDECC 

L   

High dependency of the 

government on the funding transfer 

from development partners 

S Tariff levels will be set according 
to the formula in the project 
administration manual that 
ensures sufficient recovery of 
operation and maintenance costs. 

Executing 

agency, 

implementing 

agencies 

1. Overall Project Risk M   

2. Overall (Combined) Risk L   

a ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Grant and 
Administration of Grant to the Kingdom of Tonga for the Cyclone Ian Recovery Project. Manila. 
ADB = Asian Development Bank; CSC = construction supervision consultant; IFRS = International Financial 
Reporting Standards; IPSAS = International Public Sector Accounting Standards; MEIDECC = Ministry of 
Meteorology, Energy, Information, Disaster Management, Environment, Climate Change, and Communications; 
PEFA = Public Expenditure and Financial Accountability; PMC = project management consultant; PMU = project 
management unit; PSC = project steering committee, TPL = Tonga Power Limited.  
H = high, S = substantial, M = moderate, L = low. 
Source: ADB. 
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