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 RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Rating Mitigation Measures Responsibility 

Financial Management. 
1. There is shortage in technical skills in 

Solomon Islands, such as in the area 
of finance. The impact is heightened 
by competing demands from the 
private sector that offers relatively 
better compensation packages. The 
inability of the EA/IA to attract 
adequately skilled staff may hamper 
efficient project implementation. 

 
S 

 
SIWA, as an SOE, can also offer 
competitive employee benefits to attract 
staff with adequate skills and experience 
on project implementation. Continued 
capacity building especially on local staff to 
enhance skills and ensure sustainability of 
project-related reforms. SIWA’s finance 
and administration function has been 
strengthened with an additional qualified 
person. 

SIWA 

2. Entity accounting systems do not 
incorporate project-specific 
accounting and financial reporting 
requirements. 

S Due to the inadequacies of SIWA’s legacy 
Magiq financial management system, 
manual methods are used for all project 
accounting. SIWA is currently replacing its 
financial management system and project 
accounting will be transferred to the 
Pronto ERP, however full duplication will 
be retained during the transition as a risk 
mitigation measure. 

SIWA 

3. The Government has limited capacity 
for external audit of the project 
financial statements and Solomon 
Water’s financial statements. This will 
likely delay the submission of the 
audited project and entity level 
financial statements which will be 
required by the loan and grant 
agreements. 

S The OAG’s audit of the government’s 
annual financial statements is significantly 
delayed, which is seen in the 2015 
financial statements (national accounts) 
being completed only in June 2019, i.e., 
3.5 years after the reporting period.  The 
OAG issued a disclaimer audit opinion on 
the 2015 financial statements due to “lack 
of supporting documents and inadequate 
internal processes” of the MOFT and line 
ministries. The OAG also stated that there 
was a lack of accountability and 
transparency of the financial affairs of the 
Government of Solomon Islands. 
 
SIWA submitted audited project financial 
statements for 2019 and 2020 prior to the 
submission deadlines stipulated by ADB. 

MOFT 
SIWA 

4. SIWA no longer retains an in-house 
internal audit department and will 
instead outsource this function. 
Although outsourcing is a valid 
approach for a small company, there 
is a risk that internal audit findings are 
not given appropriate attention and 
follow-up. 

S SIWA will ensure that the terms of 
reference for the provision of internal 
audit services will include a full review of 
follow-up activities undertaken in relation 
to previous audit findings and that this 
review will be presented to the audit 
committee for action as necessary. 

SIWA 
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5. Weak public financial management M PEFA 2012 identified areas of weakness 
and recommended strategies and means 
of strengthening public financial 
management. Various PFM reforms are 
currently being implemented. Rigorous 
training by MOFT of Government of 
Solomon Islands line ministries on 
financial circulars/instructions must 
continue to implement the PFM reforms. 
MOFT is also undergoing changes in its 
organizational structure to create new 
units that would enhance its project 
monitoring and implementation 
capabilities. 

MOFT 

6. Solomon Water has not been involved 
in accounting and financial reporting 
of ADB-financed projects. 

M Staff have been trained in ADB’s 
procurement and disbursement 
processes. 

SIWA 

7. Misunderstanding and 
misinterpretation of ADB’s guidelines 
on disbursement and withdrawals of 
the grant proceeds. 

M SIWA staff have received training and 
now have on-the-job experience with ADB 
disbursement and payment procedures. 

SIWA 

8. PMU already established but yet to 
hire financial management staff that 
may have sufficient knowledge and 
understanding of ADB’s disbursement 
policies and procedures. 

M SIWA has recruited staff significantly 
bolstering the company’s finance and 
administration capacity. Staff levels will be 
periodically reviewed by Solomon Water 
and ADB to ensure that resource levels 
are adequate for project requirements. 

SIWA 

9. Besides the current CFO and Senior 
Accountant (both of which are 
expats), there is a shortage of local 
staff with analytical skills beyond 
regular tasks. Sustainability of 
efficient financial operations, at the 
entity and project level may not be 
achievable. 

M The current CFO, an Australia-trained 
Solomon Islander holding professional 
accounting qualifications, was recruited in 
mid-2018. A financial operations team 
leader and an assistant accountant have 
also been recruited. 

SIWA 

10. Work overload for Solomon Water 
finance unit if mainstream finance 
personnel will be utilized for project 
implementation. 

L SIWA has recruited additional staff and 
the finance and administration function 
strengthened. 

SIWA 

11. Solomon Water does not have a 
policy as regards foreign exchange 
risks when entering into contracts with 
suppliers and contractors thus the 
inability to anticipate significant losses 
or gains from transactions using 
foreign-currency denomination. 

L Finance unit records forex gains and 
losses and analyze impact on the 
company’s financial performance. 
Solomon Water has determined that, at 
present, its foreign exchange risk is minor 
and no explicit risk mitigation is 
necessary. 

SIWA 

Stakeholders 
12. Government and community 

commitment to improving water 
supply services and sanitation 
services wanes 

S  
SIWA has established an effective 
communication team that are 
communicating the project objectives and 
impacts to all stakeholders. 
 
SIWA conducts regular community 
meetings to inform the community on 
project developments. 

SIWA 

13. Delays in land acquisition result in 
delays in project implementation and 
result in cost and time overruns. 

M SIWA has effective and proactive land 
acquisition and community relations units. 
All resettlement issues, including payment 
of compensation, are fully addressed prior 
to commencement of civil works. Due 

SIWA 



3 

 

 

Risk Description Rating Mitigation Measures Responsibility 

diligence of land titles of land of interest 
for the project has been conducted. 
 

Technical 
14. Continued erosion, land degradation 

and stream damage due to lag times 
in commencing land restoration works 
in water supply catchments. 

 
S 

 
SIWA is working with water source 
catchment landowner groups to build 
knowledge on the impacts of land 
degradation on river water quality and on 
water supplies and to foster alternate 
livelihoods to protect water supply 
catchments. Where necessary, SIWA is 
also enforcing the Solomon Islands water 
supply catchment regulations through 
legal action. 

 
SIWA 

15. High level of water loss M SIWA has established a dedicated team 
to detect and reduce non-revenue water. 
SIWA has also implemented a water 
meter replacement program. 

 

Procurement 
16. Limited flexibility and responsiveness 

by SIWA to the capacity of potential 
bidders to meet experience 
qualification requirements. 

 
H 

 
Prior review of bidding documents by 
ADB will identify onerous experience 
qualification requirement. 

 
SIWA 
ADB 

17. Uncertainty in participation and risk-
related pricing by Contractors and 
Consultants due to travel restrictions 
and lock down and quarantine 
situations on account of the COVID-
19 outbreak. 

H The Tenderlink e-procurement portal will 
be used for procurement of the Kongulai 
Water Treatment Plant The tender period 
will also be kept sufficient to allow enough 
time for the national and international 
bidders to complete their technical and 
financial due-diligence to prepare bids 
competitively. 
 
Bidding documents will include provisions 
requiring bidders to submit health and 
safety plans to deal with COVID-19 with 
their technical proposals. 
 
SIWA will provide drone footage, site 
photographs, satellite imagery, and other 
information reasonably requested by 
bidders to provided bidders with site 
information essential for pricing bids. 

SIWA 

ADB = Asian Development Bank, CFO = Chief Financial Officer, COVID-19 = coronavirus disease, EA = executing 
agency, ERP = enterprise resource planning, H = high, IA = implementing agency, L = low, M = moderate, MOFT = 
Ministry of Finance and Treasury, OAG = Office of the Auditor General, PEFA = public expenditure and financial 
accountability, PFM = public financial management, PMU = project management unit, OAG = Office of the Auditor 
General, S = substantial, SIG = Solomon Islands Government, SIWA = Solomon Islands Water Authority, SOE = state-
owned enterprise. 
Source: Asian Development Bank. 


