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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
 

Risk Description Rating Mitigation Measures Responsibility 

Financial    
1.  No systemic review of audit reports. H In reviewing all audit reports, ADB will 

encourage the CPUC to put in place 

systems to monitor responses and, if 
necessary, will provide technical 
assistance support. 

CPUC 

ADB 

2. The CPUC is heavily dependent on 
two key staff—the CEO and the 
CFO. These roles were previously 

filled by contracted expatriates. The 
loss of either of these two staff 
members would pose a significant 
risk to the company and to the 

project. 

M Both the CEO and CFO are engaged 
under 5-year contracts and both have 
more than 3 years remaining under their 

respective contracts. Having well-
documented procedures and processes 
further mitigates this risk to some extent. 
The CPUC CEO, together with the board 

of directors, should undertake a formal 
risk analysis in relation to the company’s 
dependence on these two key executives. 
It should also initiate a succession 

planning exercise. 

CPUC 

3.  Compliance risk: The CPUC follows 
processes and procedures for most 
activities, but senior staff have 

limited experience in implementing 
externally assisted projects and are 
not familiar with ADB’s financial 
management and disbursement 

requirements. 

M A project implementation consultant with 
appropriate finance and accounting 
experience will be engaged. 

CPUC 

4. Senior staff have limited experience 
in implementing externally assisted 
projects and are not familiar with 
ADB’s financial management and 

disbursement requirements. 

H Project implementation consultants with 
knowledge and experience of ADB 
financial policies and guidelines will be 
recruited. 

CPUC 
ADB 

5. The CPUC has appropriate levels of 
computerization within its finance 
and accounting functions. However, 
the suitability of CPUC’s current 

accounting software to handle 
project accounting is unclear and it 
may be necessary to undertake 
project accounting using different 

software. 

M The CPUC will review its information 
management and tools, and establish a 
centralized data management system 
under the ongoing project financing facility 

grant.1 

CPUC 

6. The CPUC does not maintain a 
formal risk register and, 
consequently, does not 

systematically analyze project and 
other risks. 

M Ongoing ADB technical assistance will 
help the CPUC in developing a risk 
analysis and review process. 

ADB 

7. Comprehensive CPUC monthly and 
quarterly financial management 
reporting systems are not in place. 

H Project financial reports will be generated 
on a quarterly basis, and project budget 
figures will be compared with actual in 

each quarterly report. Annual unaudited 
project accounts will be provided within 
45 days of the close of each financial 
year; and audited project accounts will be 

submitted within 6 months after the close 
of each financial year. 

CPUC 
ADB 

 
1 Asian Development Bank (ADB). 2019. Project Readiness Financing Report: Preparing the Chuuk Water Supply and 

Sanitation Project in the Federated States of Micronesia. Manila. 

http://www.adb.org/Documents/RRPs/?id=53284-002-2
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Corruption and Integrity    

8. Corruption in public sector M The Department of Finance and 
Administration, the CPUC, and other 
involved entities are familiar with ADB’s 

Anticorruption Policy (1998, as amended 
to date). The CPUC will also be supported 
by project implementation consultants 
with knowledge and experience of ADB 

financial policies and guidelines. The 
CPUC has established a website for the 
project where the public can report 
allegations of fraud and corruption, or 

procurement-related complaints. The risk 
of procurement fraud is also reduced by 
the use of e-procurement. 

CPUC 

Technical    

9. Inadequate engineering capacity in 

the CPUC to design engineering 
solutions required for asset 
improvement 

M The feasibility study, detailed design, bid 

document preparation, and contract 
implementation supervision services will 
be procured from qualified engineering 
consultants. 

 
The design will be reviewed 
independently, either at the CPUC 
(specialist paid through contract) or ADB 

(details and methodology to be specified). 
 
A suitably qualified engineering advisor 
will be recruited to support the CPUC in 

managing the design consultants and 
representing the CPUC. 

CPUC 

ADB 

10. No local source of companies for 
essential pre-design surveys will 
delay project implementation. 

M Survey companies will be identified and 
selected in parallel with the detailed 
design consultants, and nominated in the 

consultancy contract with payment 
through provisional sums. 

CPUC 

11. Poor performance of design 
consultants, leading to ineffective or 

inappropriate designs and delivery 
delays 

M The consultants selected to provide 
services should have a clear record of 

delivery in remote environments. The 
consultants should have a permanent 
presence in Chuuk. 
 

Contracts with consultants will be lump 
sum and performance-based. 
 
Consultant outputs will be independently 

reviewed to ensure the CPUC approves 
proposed engineering solutions. 

CPUC 

12. CPUC operations teams are unable 
to manage the new infrastructure 
sustainably. 

M Operations and maintenance 
management may be incorporated in 
contracts for complex equipment and 

plant. 
 
The designs will include auto and manual 
operations capability. 

CPUC 

13. High level of water loss M Effective metering and monitoring will be 

implemented. Metering systems shall be 
fit for purpose and durable. 
 
External NRW management contracts 

may be considered. 

CPUC 
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14. Illegal use of water erodes the 
CPUC’s revenue base and cost-
effectiveness. 

M Smart meters will be installed. 
 
Regular public awareness campaigns will 

be conducted on the cost of supplying 
safe water to households. 
 
Regular willingness and ability to pay 

studies will be undertaken. 
 
The CPUC’s connection criteria will be 
reviewed to ensure access for all. 

 

CPUC 

15. Systems and software fail and are 
not effectively used. 

M The systems and software will be fit for 
purpose and software vendors will 
provided extended training for CPUC 
personnel. Maintenance contracts will be 

outsourced. Systems will be monitored 
remotely in real time. Performance-based 
contracts will be operational for a 
medium-term fixed period (5 years). 

 
 
The CPUC will hire suitably qualified staff 
and pay accordingly. 

 

 

16. Contamination of groundwater 
sources 

M Effective catchment management 
processes and procedures will be 
implemented. CPUC coordination with 

EPA will be improved particularly in 
relation to monitoring of groundwater 
contamination and —saltwater intrusion. 
 

CPUC will conduct community awareness 
campaigns on the need for water 
conservation and protect of watersheds. 

CPUC 

17. People with no access to the CPUC 
sewer system suffer increased 

incidence of disease because of 
poor management of fecal waste. 

M The project will develop policies and 
regulations to improve fecal sludge 

management for properties which cannot 
be connected to the Weno sewer system. 

CPUC 

18. Properties along sewer lines—
associated issues with feces and 
fecal sludge management 

M EPA regulations require households to 
connect to sewers where sewers are 
accessible. 

 
The connection charges will be reviewed 
and a subsidy for connections will be 
considered. 

 

EPA 
 
 

 
CPUC 

Stakeholders    
19. Land acquisition and lease issues: 

unclear land ownership leads to 

land title challenges—causing 
implementation delays.  

H Due diligence of titles and current and 
pending court cases on areas of land of 

interest for the project has been 
conducted. The CPUC has also 
conducted extensive stakeholder 
consultation and outreach to build 

community ownership of the project. The 
CPUC has acquired leases for project 
sites through voluntary purchase 
agreements. 

CPUC 
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20. Climate change may cause 
shortages in the surface water 
resources available for Chuuk’s 

water supply. 

H The project will establish stream flow 
monitoring on surface water sources for 
Weno’s water supply and will implement a 

water resource management plan to 
switch from surface water extraction to 
groundwater extraction during period of 
low stream flow. 

CPUC 
ADB 

21. Chuuk State Government 

departments are slow to act on 
construction permits. 

M CPUC will work with the Chuuk State 

government in advance to agree 
processes and procedures for 
construction permits. 
 

The EPA has approved the project’s initial 
environmental examination. 

CPUC 

22. Lack of buy-in from stakeholders M Effective communication of the project 
objectives and impacts to all stakeholders 

will be ensured. 
 
The CPUC will appoint a communications 
specialist to support stakeholder 

communications and outreach. The 
CPUC will appoint a local 
communications officer to act as the lead 
for community consultations. 

 
CPUC will conduct regular village 
community meetings to inform the 
community on project developments. 

CPUC 

ADB = Asian Development Bank, CEO = chief executive officer, CFO = chief financial officer, CPUC = Chuuk Public 

Utility Corporation, EPA = Chuuk Environmental Protection Agency, H = high, L = low, M = moderate, 
NRW = nonrevenue water, S = substantial, SDG = Sustainable Development Goal, TA = technical assistance. 
Sources: Asian Development Bank and Chuuk Public Utility Corporation. 


