	
	



Business Case and Intervention Summary
Intervention Summary
Title:  Increase in scope of works and budget for the A01 Roads Rehabilitation Project Montserrat
	What support will the UK provide?

	The UK will add EC $5 million (up to £1.45 million) to the existing A01 Roads Rehabilitation Programme in Montserrat budget (currently £4.38 million).  This investment will ensure that key infrastructure is able to withstand future severe weather impacts: these are frequent since Montserrat is affected by regular hurricanes.  
This increase in scope of works will be incorporated into the current project which is due to end in December 2012.  This additional investment will enable the following priority work to be undertaken:

1. Ducting to be laid alongside the 14km road way and under the road at strategic crossing points before its full rehabilitation is complete. This will enable overhead cables to be laid underground, protecting them from future wind and ash damage. (up to £1.25 million
)
2. The pedestrian footway to be extended from the Brades School Junction down to the Government HQ.(up to £0.2 million 
)
This will bring the overall project budget to £ 5.83 million.  Funding will be transferred through the Montserrat Financial Aid Grant.



	Why is UK support required?

	The UK’s responsibilities to Montserrat (and all the aided Overseas Territories) are: 

· meeting the reasonable needs of aid-dependent OTs; 

· accelerating towards self-sufficiency where possible; and 
· managing the risk of contingent liability and ensuring OTs meet international commitments
This support will allow:

1. Utility companies on Montserrat to relocate overhead cables underground.   
2.  A 350metre extension of the pedestrian walkway from Brades School Junction to Government HQ.  

The GoM is currently in receipt of UK funds to meet its current budget recurrent expenditure gap and does not have provision in its own budget to cover the costs of capital works except by donor funding.  The need for the increase in scope of works has been put forward by the MWCL, PWD and MUL, who recognise that the work they are recommending fits well with the on-going A01 Road Rehabilitation Project.   Aligning this work with the ongoing roads rehabilitation programme, before the road is re-surfaced, represents good value for money and offers transaction savings and reduced construction costs compared to doing the work in isolation at some future date.



	What are the expected results? 

	The increase in scope of works is in two parts leading to two sets of results:

Underground Cable Ducting

The expected result is that the newly rehabilitated road will include provision for cables to be relocated underground along the A01 route, and crossing the road where required.  The costs benefit analysis is based on the risk of hurricanes, tropical storms and ash damaging overhead cables and infrastructure.  Montserrat experienced this in Hurricane Hugo when virtually the whole island lost its electricity infrastructure.  This had to be replaced using insurance claims, with the remainder of costs picked up by donors, primarily DFID.  The cost of the ducting can be equated to replacement of overhead lines following two large scale events.  This is conceivable over the lifetime of the ducting (15 years.)

In addition to better serving basic needs by ensuring that key infrastructure is better protected, this investment will also help to safeguard future investments that may be made in Montserrat’s infrastructure.  A good example is information communications technology (ICT).  As ICT becomes more sophisticated, so do the lines and associated infrastructure needed to transmit power and information.  Fibre optics technology may be introduced to Montserrat as part of improving broadband and connectivity in the future.  (St. Helena is also exploring how to upgrade its telecommunications using fibre optic technology.)  Underground cabling provision will also benefit the private sector telecoms and television providers and their customers.  This kind of technology will need to be installed underground where breakage is less likely.  In addition to providing immediate benefits in terms of disaster preparedness, the investment also sends a strong signal to potential investors that GoM is serious about protecting its infrastructure and, by association, that private sector investments in communication and other infrastructure on the island is more secure than would otherwise be the case.  
Pedestrian Walkway.

The walkway extension proposed between Brades Junctions and GHQ will provide safer transit for pedestrians moving between the two centres.  This is a prudent road safety measure, separating people from vehicles, which will decrease the potential for accidents involving pedestrians.  It should also speed up traffic flow, leading to wider economic efficiency benefits.  
Both interventions will send a positive message to the government and people of Montserrat, that the UK is prepared to invest more now, if it means the investment will produce greater benefits in the long run.  It demonstrates that the forward thinking by Montserratian Engineers who have advocated for the increase in scope of works, representing efficient use of public funds, on the road project has been recognised, and now can be implemented.



Acronyms

DFID

Department for International Development

DoE

Department of the Environment 

ExCo

Executive Council

GHQ               Government Head Quarters

GoM
          Government of Montserrat 

HMG                Her Majesty’s Government

PCN

Project Concept Note

PM

Project Memorandum

PSRU

Public Sector Reform Unit

PWD

Public Works Department

MWCL
           Ministry of Communications, Works and Labour

MOU                Memorandum of Understanding

MUL                Montserrat Utilities Ltd 

MTR

Mid-Term Review

SDP

Sustainable Development Plan

VFM                Value for Money

Business Case 

Strategic Case
	A. Context and need for a DFID intervention
In 1989 Hurricane Hugo virtually wiped out Montserrat’s overhead electricity infrastructure.  The damage ran into EC$ tens of millions, and was covered in part by insurance claims and the remainder by the UK aid programme
.  Since then insurance companies decline to cover Montserrat’s utilities of which overhead cabling infrastructure is the most at risk, due to continued vulnerability to hurricanes, tropical storms and ash damage.  This means that if the electricity transmission and distribution network is damaged at any significant scale then the GoM and MUL (and if necessary the UK government) must pick up the costs of replacing it, to meet the island’s basic needs.  Extreme weather events have increased in frequency over recent years – probably due to global climate change considerations, so it is not unreasonable to consider that damage to the island’s overhead cabling infrastructure could easily occur within the foreseeable future. 
MUL board and GoM ministers have therefore taken a policy decision to relocate all overhead cables underground, and this is recorded in GoM’s Climate Change Policy documents.  Cables located underground, would still not be insurable.  But the risk of damage is much more limited if they are ducted underground  

Locating cables in ducting is a relatively new concept for Montserrat, and to date other utilities (telecoms and cable TV) have paid to install their own ducting, so that they own the infrastructure.  In the section of the A01 road from Cudjoe Head to Brades, the utilities have agreed to share costs of installing the ducting, which was necessary due to safety considerations and physical space constraints (no room for poles to carry overhead cables).  MUL does not have the financing to continue this programme up the remainder of the A01 road, and the private sector is unwilling and/or unable to make further investment, at this time.  
Electricity infrastructure along the A01 serves between 60 to 70% of MULs customer base, and is the backbone of the islands transmission route.  Given that the road is currently undergoing extensive rehabilitation, GoM have asked for the scope of works to be increased to include the installation of 7 number ducts running along the full 14km of road, and crossing the road where required.  This makes value for money sense as adding all the ducting requirements to the scope of works of this project, will avoid duplicate work, and further disruption in the future.  Montserrat’s electricity supply will be more secure, less prone to storm damage, and maintenance requirements will be more predictable.  Underground cabling is therefore a significant contribution to disaster preparedness.
The other addition to scope of works is to extend the pedestrian walkway between GHQ and Brades.  This addition fits with the overall intention of the Roads project to make the road safer for pedestrian and vehicular traffic.   There is no pedestrian or traffic data available on Montserrat, but by inspection it is clearly visible that this section of road has more retail and commercial premises than the other sections that are already served by a footway, and more pedestrian and vehicular activity.  It is a steep section of road, which makes it more risky to pedestrians.  Although this extension of the walkway is not in response to accidents and fatalities GoM have advocated strongly for this safety measure to be included under the roads project.
Both of these works can be carried out within the framework and timeframe of the A01 roads rehabilitation project.
.



	B. Impact and Outcome that we expect to achieve
1. The result of this work will be key infrastructure on Montserrat that is better able to withstand severe weather events.  This will provide better value for money for Montserrat and UK taxpayers.  
The duct work will be located under the verges and at strategic points crossing the A01.  There will be 14km x 7 No ducts in total.  The ducts will allow MUL and the telecoms and TV service providers to relocate their cables underground along this route.  This could be replicated further across the island in subsequent phases if successful.  
The outcome is that this will significantly lessen the risk of damage to cables and cuts in services, especially those caused by hurricanes and tropical storms.  Since the utility infrastructure cannot be insured, this is expected to result in reduced costs to GoM/MUL.  Other utility companies such as Cable and Wireless and Cable Vision who currently rely on renting infrastructure (poles etc) from MUL would be expected to re-locate cables underground as well.  If Montserrat pursues its ambitions to upgrade its ICT services, then the ducting provided would also serve for the necessary new fibre optic cabling.  Decreasing damage levels, decreases maintenance and repair costs which in turn will have a positive impact on the price consumers pay.  Should a hurricane equivalent to Hugo happen again, the repair bill (no longer offset by insurance) will need to be covered by GoM/MUL and DFID – this is a large liability and based on crude estimates for the 14km length of the A01, the cost of restoring electricity could be around £0.5 to £1 million.  Given that 60-70% of the MUL customer base are served by transmission and distribution infrastructure along this route, there would also be a significant impact on revenue to MUL should services be cut for any length of time. Telecoms and TV providers would also be impacted.
MUL currently receive EC$ 24,318 from other utilities for rental of the infrastructure.  With better, more secure infrastructure, this figure could be increased by negotiation.  
2. The pavement work will ensure a higher level of safety is provided for pedestrians using the road between Brades Junction and GHQ in keeping with the theme of the main project.   This measure is strongly endorsed by both GoM and the Governors Office, and aligns with best practice in ensuring the segregation of pedestrians and traffic.  Although there are no statistics/records relating to pedestrian accidents in this area, the steepness of the road, and the higher level of pedestrian activity in this location means that this intervention should keep the accident rate low to zero.  



Appraisal Case

	A. What are the feasible options that address the need set out in the Strategic case?
Options for cabling:

1. Do nothing.

2. Maintain cables overhead until future programme of works is developed to put them underground;
3. Put cables along A01 underground as part of the road rehabilitation programme

Options for pedestrian walkway:
1. Do nothing.

2. Leave road as it is and put up traffic calming devices to reduce risk to pedestrians on the road;
3. Build pavement extension
Options for Cabling.

1 – Do nothing.  The overhead cables along the A01 could be left in their current state, where they continue to be vulnerable to damage every hurricane season with GoM/UK picking up the repair costs as required. Any future ICT improvements will need to factor in the costs of locating fibre optic cables overhead (at risk of damage) or bear full costs of installing ductwork after the road has been finished. GoM have already indicated in Strategic Growth Plan discussions that there might be a need to consider subsidising costs of underground ducting to make Montserrat more attractive to potential “Broad Band Suppliers.” GoM/PWD likely to face unjust criticism for not planning ahead, and getting the duct work installed before improving the road.

2- Future programme of works to put all cables underground in Montserrat could be developed for about EC$44 million (£10.1 million).  This would take time to develop and secure funding, by which time the A01 road will be full or partially complete.  The road therefore would need to be dug up to install ducts which cross the road, and reinstated afterwards.  This is effectively a duplication of operations and associated costs, and will cause another phase of disruption to traffic along the A01 route.  
3 – An increase to the scope of works under the current road rehabilitation project can be easily factored into the project, optimising savings by avoiding later duplicate work, and minimising disruptions to road users.   This would result in greater resilience of electricity supplies on Montserrat, and allow time to consider whether a larger programme should be a priority for Montserrat in the near future.  The A01 cabling route is the backbone of the Montserrat system and serves between 60 – 70 % of the customers.  If the supplies are damaged by storms repair is a high priority.  MUL do not have the funds to do this themselves, so the burden would most likely fall on the UK government and not be offset by insurance (as the lines can no longer be covered, due to their high vulnerability).  Eventually the ambition should be to extend the underground cabling infrastructure to cover the whole island.  This section provides a base to negotiate with the private sector service providers about rental/ownership of cabling infrastructure, which will be used to inform development of a wider scheme in the future.
Options for Pedestrian Walkway

1- Do nothing.  The pedestrians in this area could continue without a walkway, but the volume of both pedestrian and vehicular traffic is higher than most other areas in Montserrat and the road is steep.  GoM are clearly concerned about safety on this stretch of road and have articulated this to DFID.  The option of doing nothing followed by a serious incident could therefore be reputationally damaging to all parties with lack of due diligence blamed on DFID.
2- Doing nothing for pedestrians but trying to calm the traffic to reduce risks would not necessarily cost less than extending the pedestrian walkway.  Slower moving traffic could mean that accidents that might happen are less serious, but this has not been costed out because according to best practice the better impact will be achieved by ensuring a level of segregation between vehicles and pedestrians.

3- Building the pavement extension can be easily factored into the roads rehabilitation project, and is a measure which has been adopted elsewhere on the roads programme which was designed a few years ago.  Since then there have been increases in commercial activity and the use of Brades to GHQ as a commercial hub which justify the GoM proposal to extend the walkway.  In accordance with international best practice segregation of pedestrians and vehicles should be seen as a first measure in road safety, with traffic calming imposed later should the situation require it.   Option 3 is therefore seen as the most feasible option.


	B. Assessing the strength of the evidence base for each feasible option
In the table below the quality of evidence for each option is rated as either Strong, Medium or Limited
Options for cabling
Evidence rating 
Comments
1

Strong
Wind and ash damage to overhead cables has occurred a number of times in Montserrat’s past, leading to costly repairs (Hugo).  Given that climate change data and policy suggests more frequent events it is highly likely that further damage will be sustained in the future.  Doing nothing will therefore over time be costly to GoM/MUL and the UK, as electricity is a basic need of the island and will need to be restored if damage occurs.  Note:  Montserrat cannot insure against this risk.
2

Strong
An island wide project to put all cables underground fits with GoM policies.  However, this is not work which has to be done as a single package.  Opportunistic interventions which make use of on-going construction and development projects, which will minimise costs should be used pro-actively to increase the underground cabling infrastructure.
3

Strong
While the intervention is limited to the 14km of A01 road being rehabilitated, it reduces the need for duplicate work in the future and minimises disruption.  It is prioritised in the sense that this section of cabling infrastructure serves 60 – 70 % of the customer base of MUL, who would be affected if services are lost through hurricane, storm or ash damage.  
Options for pavement extension
Evidence rating 
Comments
1

Medium
If an accident occurs in this well trafficked steep section of road, there is a high likelihood that DFID will be questioned about why they rejected measures to improve this section and make it safer.  
2

Strong
There is strong international evidence to suggest that separating pedestrians from traffic should be the first priority, as traffic calming may not always be effective or enforceable.
3

Medium
The pavement extension is being proposed based on qualitative assessment that this section of road has higher levels of pedestrian and vehicular traffic than others, and presents a potential accident blackspot.  The measure is therefore preventative, rather than as a response to accidents or fatalities.   
What is the likely impact (positive and negative) on climate change and environment for each feasible option? 
Categorise as A, high potential risk / opportunity; B, medium / manageable potential risk / opportunity; C, low / no risk / opportunity; or D, core contribution to a multilateral organisation.

Options
Climate change and environment risks and impacts, Category (A, B, C, D)

Options for Cabling
Climate change and environment risks and impacts, Category (A, B, C, D)

Options for Pedestrian Walkway
1

A(status quo remains high risk.)
C

2

A (opportunity to decrease env and CC  risks)
C

3

A (opportunity to decrease env and cc risks in limited area.)
C



	C. What are the costs and benefits of each feasible option?
Options for Cabling

Costs 

Benefits

1
By not installing the ducts all cables will remain overhead.  If these are damaged by hurricanes replacement will be in the order of £0.5 to 1 million.  
No additional works and budget needed for the A01 Roads Project
2
Island wide project would be in the order of £10.1 million.  Although time taken to develop and fund programme would mean that opportunities to align it with the A01 improvement works would be missed.
Less risk of hurricane damage to electricity and other services.  Makes island more attractive for private sector investing in ICT upgrading.  Greater disaster preparedness.
3
Costs of adding ducting to the A01 improvements project is estimated to be £1.25 million.  The population served by more secure electricity, telecoms and cable vision will be about 60 – 70%.
In addition to the benefits listed in option 2, this more limited scheme would act as a basis for negotiation with the private sector over rental/selling of ducts raising income for MUL, which could be used to expand the programme further.
Options for Pedestrian Walkway

Costs 

Benefits

1
No additional costs to the roads programme, but potential costs in terms of accidents and fatalities.
Benefits likely to be negative, including impact on GoM and DFID reputationally should accidents occur in the future. But no additional works and budget needed for the A01 Roads Project
2
The approach of doing traffic calming before meeting the needs of pedestrians has not been costed as it does not comply with best practice.
(Negative) Does not significantly make pedestrians safer, and traffic calming may present an additional hazard to drivers at night.
3
£0.2 million additional cost to road project.
Pedestrians are safer, which should result in accidents not happening in this well trafficked area.


	D. What measures can be used to assess Value for Money for the intervention?
Value for Money for relocating cabling is based on the concept that investing now in underground infrastructure will decrease the cost of repairs to the overhead infrastructure in the future.  In this sense the investment is fully in line with Ministerial commitments to invest in capital works now to make savings later.  The Caribbean Development Bank estimate that hurricane Hugo in 1989 cost Montserrat 200% of GDP.  Adding to the argument that prevention is probably cheaper than cure.  DFID globally spend 14% of their budget responding to natural disasters, which underpins the 2011 policy goal to build disaster resilience in nations and communities, understanding that “the more resilient a nation, the less lasting damage disasters will cause, and the quicker it will recover.” 
Clearly we cannot predict the number or severity of major weather events.  But all the available evidence from previous disaster response shows that if the electricity line along the length of the A01 needed replacement on more than one occasion, then the costs would be greater than those incurred by installing the ducting now.  As part of on going monitoring MUL should record when repairs due to environmental damage have to be made and their costs.
Value for Money on the pedestrian walkway cannot be quantified, as this is a preventative measure to make the road safer aimed at decreasing probabilities of accidents or fatalities in an area identified as dangerous.  Police records should be consulted to ensure that the accident rate remains low in this area after the project is completed, and pedestrian observation/counts will indicate whether the pavement is being used.

This investment draws on a very strong evidence base collected from a wide range of post-emergency responses.  These evaluations have shown clearly that investing in programmes that promote disaster risk reduction (DRR) is good development policy and makes sound economic sense.  DFID has contributed to many of these studies, with recommendations feeding directly into bilateral and multilateral funding.  Indeed, the economic evidence of DRR investments is so convincing that some DFID programmes in disaster-prone countries have set targets for DRR investments as a proportion of total bilateral spend.  

In addition to recent studies part-funded by DFID on DRR evidence from Asia and Africa, this investment also draws on learning from programming in the Caribbean region.  The Caribbean Development Bank estimates that Hurricane Hugo in 1989 cost Montserrat 200% of GDP.  

DFID currently spends around 15% of its budget responding to natural disasters.  Such a large proportion of spend underpins the 2011 policy commitment to build disaster resilience in nations and communities.   

This investment is therefore fully consistent with regional and wider good practice.  It will ensure that Montserrat is more likely that it will recover from severe weather events when these strike.  It is also mean that the need for DFID emergency assistance after such events is likely to be less than would otherwise be the case.   
This investment responds to Ministerial commitments to invest in the Territories in ways that will save money later.  The project is consistent with this commitment because key infrastructure will be better protected from severe weather damage, leading to lower repair and maintenance costs in future.   

	E. Summary Value for Money Statement for the preferred option
The preferred options for both parts are option 3 which will effectively allow the ducting to be installed and the pavement to be built as additions to the scope of works under the on-going A01 project, due to the results of the cost benefit analysis shown in section C.  



Commercial Case

Indirect procurement

	A. Why is the proposed funding mechanism/form of arrangement the right one for this intervention, with this development partner?

This intervention supports an increase in the scope of works to the ongoing A01 road rehabilitation project to include additional pavement and ducting work to relocate overhead cables along the full length of the road.  This project is already going well, and this increase in scope which will improve outcomes further has been driven by the partners on Montserrat – PWD and MUL.  

All procurement/commercial requirements for this intervention will be the responsibility of the PWD director in line with GoM rules and procedures.  The additional works will be treated in a similar manner to those already implemented in the main project, and use a mix of PWD direct labour, local and/or regional contractors and suppliers.


	B. Value for money through procurement 
Value for money will be achieved through the use of open competition to local contractors and local and regional suppliers as appropriate.




Financial Case

	A. What are the costs, how are they profiled and how will you ensure accurate forecasting?
Additional costs of EC $5 million (up to £1.45 million) to the existing A01 Roads Rehabilitation Programme in Montserrat budget (currently £4.38 million) to allow for an increase in scope of works. 

This additional cost will cover :
Ducting to be laid alongside the 14km road way and under the road at strategic crossing points before its full rehabilitation is complete. This will enable overhead cables to be laid underground, protecting them from future wind and ash damage. (£1.25 million)

To enable the pedestrian footway to be extended from the Brades School Junction down to the Government HQ.(£0.2 million)

PWD has indicated that it can spend £500,000 by the end of FY 11/12 and the remainder by end of the project in December 2012.  More detailed profiling will be set out in the overall road programme profiling. Costs will be drawn down as the overall road works progress. Financial forecasts are reassessed on a quarterly basis, and expenditure can be verified against work done through quarterly project reports.


	B. How will it be funded: capital/programme/admin? 

Capital.


	C. How will funds be paid out?
An amendment to the GoM/DFID Memorandum of Understanding (MOU) Financial Aid Agreement will be agreed between GoM and DFID to include the additional funds for this project.

Funds will be paid quarterly in advance  through the Financial Aid MOU on condition of up-to- date financial spend and anticipated spend reports



	D. What is the assessment of financial risk and fraud?

A Fiduciary Risk Assessment is in place for Montserrat and is reviewed annually, with the next review due to be undertaken in January 2012. Levels of risk are deemed low enough for DFID to proceed with a programme of budget aid, including this additional contribution.
DFID-funded project expenditure will be subject to audits commissioned by DFID as it considers appropriate. 



	E. How will expenditure be monitored, reported, and accounted for?
Indicators relating to the km of ducts installed and the km of sidewalk/pavement constructed will be included in the log frame.  The programme will be monitored annually in accordance with standard annual review procedures.  This business case is an extension to the on-going project. PWD supply DFID with quarterly reports for this project and the works will be included in these, and subject to review under the main project according to DFID procedures.



Management Case

	A. What are the Management Arrangements for implementing the intervention?   

The implementing agency for the project will be The Ministry of Communications and Works, Government of Montserrat. 

The PWD Director will be the project manager, responsible for satisfactory delivery of each of the project outputs, including quality control, timeliness and cost control. A key task for the project manager will be to design and implement the preventative road maintenance regime. This will require full support by the Minister and Permanent Secretary who will also be required to work with other GOM departments and the police to implement the necessary axle-load regime and complementary road safety measures. 

PWD will supply DFID with quarterly progress and financial reports (via the GoM Development Unit) for this project and the proposed additional works.
DFID will manage the project in accordance with its normal PCM procedures


	B. What are the risks and how these will be managed?
Since ths business case represents a simple extension in the scope of works the original project memorandum risk assessment applies. This is at Annex A.


	C. What conditions apply (for financial aid only)?
Since this Business Case covers an increase in the scope of works, the special conditions in the original project memorandum will still apply. They are;
The GOM undertakes to implement effective axle-load control measures and designs and implements a preventative road maintenance regime to protect the project investments.  

Traffic calming measures, not included in the project, may subsequently be required to address the tendency of some road users to drive too fast on newly upgraded roads. 

Land acquisition issues must be fully resolved prior to award of contract in order to avoid possible claims for delays by the contractor. 

Development of the environmental management plan and monitoring of its implementation will require guidance and involvement from GOM’s Department of Environment. 



	D. How will progress and results be monitored, measured and evaluated?
PWD supply DFID with quarterly reports for this project and the works will be included in these, and subject to review under the main project according to DFID procedures.  Additional indicators have been added to the logframe to cover this extension to the scope in works.

The project will not be evaluated on its own but may be considered as part of a wider infrastructure evaluation to be carried out in Montserrat in the future.


	Lograme

Quest No of logframe for this intervention:  3295248



Annex A

RISK ASSESSMENT

Risk factors – DEFINITIONS 
The risk assessment has been carried out at two levels. Firstly, the risks to the project have been assessed by considering the issues arising from the project appraisals contained in the appendices to this project memorandum; these are referred to here as the “internal” project risks. Secondly, the external project environment has been considered and the risks arising there from are referred to here as the “external” project risks.
1.1
INTERNAL PROJECT RISKS
The internal project risks are shown in Table I1(a). These risks reflect the likelihood of successful project activities/outputs.
Table I1(a):  Table of Internal Risks

	Ref
	Risk
	Description
	Before Mitigation
	Proposed Mitigation Measure
	After Mitigation

	
	
	
	Probability
	Impact
	
	Probability
	Impact

	I1
	Failure to recruit a suitable junior roads engineer to provide daily supervision of the project
	The junior roads engineer is to be recruited and to work under the guidance and mentorship of the Director of PWD, to provide daily supervision of the project components. He will later be recruited into the PWD to strengthen the department’s road management capacity
	M
	M
	If a local or regional candidate cannot be found, the PWD Director will have to recruit an alternative person internationally, probably at higher cost, to provide daily project supervision, or provide regular supervision himself but this might preclude the opportunity to then recruit that person in a full-time position into PWD so that the department’s road management capacity would not be strengthened as intended, even though the project supervision would be adequate
	L
	M

	I2
	Asphalt plant is not suitably refurbished
	Future consistent quality of the asphalt is necessary to ensure durability of road maintenance works. An important feature of this project component is the training of plant operators
	H
	M
	The plant should be refurbished by the plant manufacturer so the training will be appropriate. A risk that is hard to mitigate against is whether the operators employ their training. This can perhaps be mitigated against by considering the alternative of closing the plant and purchasing materials (asphalt and/or bitumens for surface dressing) from the private sector – either on-island or regionally
	L
	M

	I3
	Road pavement reinstatement works do not meet technical specifications
	Failure to meet the materials and/or workmanship specifications would reduce the durability of the reinstatement works and reduce the longevity of the project benefits
	M
	M
	Quality of asphaltic materials ensured by refurbishing the PWD asphalt plant; quality of other materials to be checked by site supervisor (junior road engineer) and PWD laboratory; quality of workmanship checked by supervisor and PWD Director
	L
	M

	I4
	Road skid resistance does not meet specification
	Failure to achieve the required levels of skid resistance would mean that the intended reductions in road accidents would, in part, not be achieved (although the part reductions due to adverse camber, alignment, and the pedestrian link should still be achieved)
	L
	M
	Quality of skid resistance to be tested by newly purchased skid-.resistance measuring equipment, before payment made to contractor
	L
	L

	I5
	Some adverse cambers and alignments along the A01 cannot be improved within the project budget
	It is not technically and/or financially feasible to improve all defects along the road length because the road evolved over many years and was not originally designed and built to modern-day engineering and road safety standards
	M
	M
	The road safety situation cannot be reduced to “zero” because of the topography of the route and the extremely high costs associated with addressing some sections. But, with selected improvements (and perhaps with some traffic calming measures) it is intended to reduce fatalities to zero and serious injuries to a practical minimum. 
	L
	L

	I6
	Some sections of road pavement that should ideally be reconstructed may only be rehabilitated
	In designing the project a balance has been achieved between project cost and engineering feasibility. Reconstructing the full length of the road would be too costly. The sections that will be reconstructed will be done to meet existing specifications for roads on Montserrat; design from first principles has not been carried out
	M
	M
	The worst sections of the road will be addressed and value for money should be achieved by ensuring that these sections are repaired in a manner that is technically appropriate and durable


	L
	M

	I7


	Environmental risks
	Realignment of the road might impact on sensitive areas, such as the ghauts, affecting natural water courses. Borrow pits may require planning permission.  

Disposal of materials excavated from the site will need agreement of DoE
	H
	H
	Designs by PWD will, as far as practicable, take into consideration environmental impacts. The contractor will be required to liaise with the respective GOM departments with respect to environmental and planning issues
	M
	M

	I8
	Social Risks
	There could be land acquisition issues related to road realignment and/or the pedestrian link. These could have social consequences and/or lead to delays in project execution
	M
	H
	Land acquisition issues will need to be addressed prior to award of contract
	L
	M


1.2
MITIGATION OF INTERNAL RISKS 
The appointment of the Director, PWD, as Project Manager supported by the junior engineer for day-to-day contract supervision should minimise the technical risks to project implementation. Environmental risks will be minimised by ensuring that the Department of Environment is appropriately consulted on all relevant issues. Government’s planning and legal departments will be consulted with respect to land acquisition issues. 
Table I1(b) summarises the probability and impact of the internal risks after mitigation.
       Table I1(b) – Internal Risk Assessment Matrix after Mitigation

	
	
	
	

	High Impact
	
	
	

	Medium Impact
	I1, I2, I3, I6, I8
	I7
	

	Low Impact
	I4, I5
	
	

	
	Low Probability
	Medium Probability
	High Probability


After mitigation the key internal risks are identified as:

· Risk I7:
environmental risks (related to natural water courses, disposal of materials, etc)

1.3
OVERALL INTERNAL RISK OF PROJECT EXECUTION 

It is assessed that the one area of project implementation that remains medium risk after mitigation is environmental. But, it should be noted that several other areas of risk, such as the building of road management capacity in the PWD, may be difficult to fully mitigate against. Thus, the overall level of risk for successfully completing the project is assessed to be ‘medium’.
2.1
EXTERNAL PROJECT RISKS
The external project risks are shown in Table I2(a). These risks reflect the likelihood of sustainability of the project outcome.
Table I2(a):  Table of External Risks

	Ref
	Risk
	Description
	Before Mitigation
	Proposed Mitigation Measure
	After Mitigation

	
	
	
	Probability
	Impact
	
	Probability
	Impact

	E1
	Failure to design and implement a preventative road maintenance regime
	The preventative maintenance regime will provide effective, timely maintenance to ensure that the intended design life of the road pavement is achieved, resulting in minimised whole-life costs of managing the road network
	M
	H
	A new PWD Director is being recruited under a separate DFID-funded project aimed at strategic development of the PWD. DFID will be represented on the interview panel for the new Director and aim to ensure that the recruited person has the necessary skills to design and implement the required preventative road maintenance regime, but the effectiveness of the regime will still be dependent on the overall recurrent budget levels for road maintenance 
	M
	M

	E2
	Failure to design and implement effective axle-load control measures
	The axle-load control measures are intended to ensure that the newly reinstated road pavement will not suffer accelerated deterioration due to over-loaded trucks, especially the sand trucks from Belham valley travelling to the port at Little Bay
	H
	H
	The new PWD Director will be able to assist the Permanent Secretary in making a case to the Minister for effective axle-load controls, but implementation of these measures will be a matter for the police, not the PWD
	M
	M

	E3
	Failure to design and implement effective traffic-calming measures
	Traffic-calming measures are likely to be required to ensure that the intended road safety improvements from the project are not jeopardised by some drivers being inadvertently encouraged to drive too fast on the newly upgraded road
	M
	L
	As with the axle-load measures, the PWD Director can advise the PS and Minister on these measures and work with the police in designing the measures, but enforcement lies outside the PWD.
	L
	L

	E4
	Skills gained via training of asphalt plant operators and the road team during the project are lost due to failure to retain trained staff or not implemented due to poor management
	Road maintenance capacity in the PWD will be increased by way of training the asphalt operators in order to provide cost-effective road materials that comply with the technical specifications, and complemented by good quality workmanship of the road team. Together, these measures will ensure durability of road maintenance actions, but only if proper management and supervision are exercised
	M
	M
	Even if the PWD Director is successful in implementing a preventative maintenance regime for the road network (under E1 above), the sustainability of this regime relies on the quality of materials and workmanship employed in the maintenance actions. Retaining a suitably trained maintenance capability either within the public or private sector is essential.
	L
	L


2.2
MITIGATION OF EXTERNAL RISKS 
Political will and effective road sector management is required for implementation of the mitigation measures for Risks E1, E2, E3 and E4. Effective police cooperation is also required for mitigating Risks E2 and E3. 

It is not possible to mitigate the likelihood, or the impact, of Risk E5. Since mid-January 2010 volcanic activity has increased to a level not seen since many years and the MVO cannot provide any prediction of future activity levels. However, the project lies wholly outside the exclusion zone and, apart from ash deposits falling on the road, the road section from Salem to St John’s has not suffered at all in the past from volcanic activity. While it is not possible to mitigate against the risk of disruption to the project, or complete abandonment of the project, volcanic activity to date suggests that it is very unlikely that the north of the island (including the project road) will be affected in the future. 

Table I2(b) summarises the probability and impact of the internal risks after mitigation.
       Table I2(b) – External Risk Assessment Matrix after Mitigation

	
	
	
	

	High Impact
	
	
	

	Medium Impact
	E4
	E1,   E2
	

	Low Impact
	E3
	
	

	
	Low Probability
	Medium Probability
	High Probability


After mitigation the key external risks are identified as:

· Risk E1:
risk of failing to introduce a preventative maintenance regime
· Risk E3:
risk of failing to institute effective axle-load controls
2.3
OVERALL EXTERNAL RISK TO PROJECT OUTCOME 

Of the identified external risks, two remain medium impact after mitigation, namely the preventative maintenance regime and the axle-load controls. This is to be expected because both of these risks relate to protection of the project investment and therefore warrant political will and commitment to implementation. The other two external risks are low impact because the number of road users that are likely to drive at unsafe speeds on the newly improved road is likely to be relatively small, and the road maintenance capacity could be provided by the private sector if the PWD fails to retain the asphalt plant operators and road team staff that will have been trained under the project. Thus, the overall level of risk for a successful project outcome is assessed to be ‘medium.

3.
SUMMARY OF RISK ASSESSMENT

Of the internal and external risks identified in this assessment, the most significant risks appear to be those associated with the environment and the sustainability of the project benefits. These are considered to still have the potential for medium-level impact even after mitigation reduces the likelihood of these risks occurring. 
Thus, the overall level of prospective risk is classified as ‘medium’.
� And  2  Calculated by PWD based on unit costs and rates from the on-going A01 road programme.





� MUL do not have a record of the overall expenditure on replacement infrastructure.  This is an area which will be addressed in the Infrastructure Plan.





	
	
	



