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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

 
Risk Description 

Risk 
Assessment 

 
Mitigating Measures or Risk 

Management Plan Responsibility 

In-Country Capacity  

Project implementation 
capacity. Insufficient 
institutional capacity and 
experience in implementing 
large investment projects  

M MTET, TEC, and the PMU have 
been gaining experience in other 
sector projects and other donor-
funded energy projects.  
International consultants are and 
will be engaged to assist in 
procurement, implementation, and 
construction supervision. 
Make use of existing Outer Island 
Marine Infrastructure Project PMU 
to provide support to TEC and 
PMU. Provide capacity building. 

ADB, CSC, 
TEC, executing 
agency, PMU 

Insufficient training and 
qualifications to operate 
modernized power station 
incorporating automated 
controls, BESS technology, 
and solar photovoltaic 
systems, resulting in a reliance 
on diesel generation or 
shortened project life 

M Develop a long-term capacity 
building program to train TEC and 
others within the community on how 
to operate and maintain solar 
photovoltaic and BESS technology 
including issuing user manuals in 
the local language. 
Develop scholarships with the 
executing agency or other agencies 
to develop capacity for TEC to 
operate modern power systems. 

ADB, executing 
agency, TEC 

Climate risk. Preliminary 
climate risk screening shows a 
medium climate change risk 
for the project. 

M ADB undertook a climate risk 
vulnerability assessment and 
climate risks were factored into the 
preliminary design, particularly on 
impacts of sea-level rise and 
tsunamis.  

PMU, TEC 

Financial Management and Governance 

TEC (as the implementing 
agency) has no previous 
experience with an ADB 
project related to preparation 
and documentation for 
submitting withdrawal 
applications, preparing project 
accounts, etc. 

M Work with the existing Outer Island 
Marine Project PMU that has the 
necessary skills and experience to 
prepare the required 
documentation for ADB. 
Collaborate with the CPU. 
 

PMU, MOF, 
CPU 

Lack of an internal audit 
function at TEC and incorrect 
adoption of International 
Financial Reporting Standards 

M Covenants and action plans to 
improve financial management for 
TEC and MOF include proper 
treatment of grant-funded projects 
on the balance sheets, internal 
audit functions, management of 
customer arrears, and policies prior 
to prepay meter rollout. The 
government will prioritize the 
preparation and implementation of 
an internal audit program for TEC 

TEC, executing 
agency 

http://www.adb.org/Documents/RRPs/?id=49450-015-2


2 

 

 
Risk Description 

Risk 
Assessment 

 
Mitigating Measures or Risk 

Management Plan Responsibility 

through the utilization of the central 
internal audit unit and with TEC 
initiating the process of restating its 
financial statements with the 
agreement of its external auditor. 

Current tariff structure does 
not provide cost recovery for 
TEC and requires executing 
agency or external parties to 
provide funding for TEC to 
remain liquid 

S The Government of Tuvalu through 
the executing agency to undertake 
a review of the tariff structure and 
implement a plan to progressively 
increase tariffs towards full cost 
recovery. Tariff revision is 
covenanted. 

Executing 
agency 

Fraud and corruption risks. 
Potential mismanagement of 
public funds, abuse of power 
by government officials, and 
conflict of interest 

M The project team will continue 
strengthening the oversight of 
overall project activities through 
teleconferences every 2 weeks, 2–
3 review missions per year, and on-
the-job training financed by 
Regional TA for Building Project 
Implementation Capacities in the 
Pacific.a 

ADB, PMU, 
CSC 

Safeguards 

Dispute over government 
leases is not able to be 
resolved to allow solar 
photovoltaic arrays to be 
installed on rooftops or for 
BESS to be installed at TEC 
compound 

M Consultants to regularly remind 
TEC to follow up with Department 
of Land and Survey Office of the 
Prime Minister for a resolution to 
this issue. 
Seek MOU between landowners 
and government that would allow 
project to proceed without objection 
from landowners until lease issue is 
resolved. 

Executing 
agency, TEC, 
PMU, CSC 

Procurement  

Insufficient bidders for 
procurement packages 
because of small scale of 
projects and perceived 
difficulties with logistics 
because of remoteness 

M Conduct market sounding to gauge 
bidder requirements and interest. 
Package projects to the extent 
practical to encourage interest. 
Provide as much information as 
possible for contractors to make it 
easier for them to evaluate projects 
and risks and prepare tender 
submissions, including local 
contacts, sea transport options, and 
crane facilities. 

PMU 

Implementation  

Time of year for construction 
or installation is unfavorable 
because of weather 
conditions, resulting in delays 
to installation. 
 
 

M Ensure contractor is aware of 
potential weather-related delays 
and has factored this into their bid. 

PMU 
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Risk 
Assessment 

 
Mitigating Measures or Risk 

Management Plan Responsibility 

Operation 

Asset degradation because 
of lack of funds and capacity 
for routine maintenance and 
quick recovery against disaster  
 

M TEC will implement institutional 
strengthening and the 
operation and maintenance plan. 
The government will ensure 
minimum tariff levels to ensure 
coverage of basic operating and 
maintenance costs, debt service, 
and capital replacement 
 
TEC (in coordination with MOF) to 
set up a self-insurance fund. MOF 
will ensure that the fund is 
financed such that funds are 
available when needed (rather 
than it being a pure bookkeeping 
exercise). 

MOF, TEC 

Unrealized project financial 
and economic benefits 
because of lack of or delayed 
additional investments in solar 
photovoltaics to fully utilize the 
BESS capacity  

L The government is actively 
seeking financing from ADB and 
other donors such as the Global 
Environment Facility for additional 
solar installation on Funafuti. ADB 
and Global Environment Facility 
are coordinating on additional 
financing by 2022. 

ADB, MOF 

Overall Risk (after 
Mitigation) 

M 
  

 

 

ADB = Asian Development Bank; BESS = battery energy storage system; CSC = construction supervision consultant; 
DDR = social safeguards due diligence report; EMP = environmental management plan; IEE = initial environmental 
examination; MOF = Ministry of Finance; MTET = Ministry of Transport, Energy and Tourism; MOU = memorandum of 
understanding; O&M = operation and maintenance; PMU = project management unit; TA = technical assistance; TEC 
= Tuvalu Electricity Corporation. 
H = high, S = Substantial, M = Moderate, L = Low. 
a ADB. 2016. Regional Technical Assistance for Building Project Implementation Capacities in the Pacific. Manila. 
Source. ADB. 

 


