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PMS Process Description
Risk Management
Definitions:
A Risk is: 
An uncertain or potential future event or condition that, if it occurs, will have a positive or negative effect on a project’s objectives.   

A Risk is not:

· An Issue (i.e. has already happened).
· A Constraint or Assumption.
· An unexpected construction condition that is already covered by the project’s Reserve or Contingency funds policy.
Project Risk Event

A discrete occurrence of a Project Risk that has impacted the project for better or worse.
Project Risk Management

The systematic process of identifying, analyzing, and responding to project risks, either in the present or through developing contingency plans that can be quickly implemented if the risk event occurs.

Risk Probability:  

An estimate of the likelihood that a given risk event will occur. 

NOTE:  if the probability of a risk event is 100 %, it is no longer uncertain and is no longer a risk event.  It is now an issue or a constraint.

Risk Impact:  
An estimate of the gain or loss that will be incurred if a risk event occurs, also called consequences or results.
Risk Severity:

A numerical scoring of a risk (obtained by multiplying the risk probability and the risk impact together).
Risk Response:

An action that can be taken for each identified Risk.  
There are 5 possible Responses to a risk as follows:
· Acceptance:  Accept the risk and do nothing.

· Transference:  Share the project risk.  This does not reduce the probability of a risk event occurring; it only reduces the impact if it does (e.g. just like an insurance policy).

· Avoidance:  Change the project plan and / or project objectives to eliminate the risk or reduce the impact of the risk.

· Take Mitigation/Preventive Action:  Take some immediate action to reduce the probability and / or the impact of a risk event to below an acceptable threshold.   This will usually add to the project scope and increase the project budget/schedule.
· Contingency Planning:  Develop a detailed action plan that can be quickly enacted should the risk event occur.
Objectives

The objectives of the risk management process are:

· To identify and document all project risks including their source/cause, probability and impact or consequences.
· To qualify and quantify each risk and so allow each risk to be understood and managed accordingly.
· To ensure each risk is properly assessed by key project players.
· To ensure the ongoing identification, assessment and reporting on risks.
Outline of Procedure

1. All risks should be identified early in the project (i.e. documented in the Project Charter).
2. These should be further expanded upon as one of the first key steps when the core project team is assembled.   The “Risk Register” should be created very early in the planning phase (and used during that planning).
3. Each risk should be quantified and assigned to a Risk Action Manager or “Risk Owner”.
4. Each Risk should have one of 5 key actions assigned to it (and these actions should be put in place or implemented right away).
5. All risks are logged to provide visibility and status information on an ongoing basis.
Risk Management Procedure 

The Risk Management process is detailed below:
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Scope
All Risks must be identified and processed by the risk management procedure.

Authorities
	Activity
	Authority  

	Identifying Risks
	Any project member or stakeholder      

	Accepting risk as valid
	Project Manager  

	Assessing impact of risks
	Project Manager or designated Risk Owner

	Accepting or rejecting a Risk Action
	Project Manager

	Implementing Risk Actions
	Project Manager


NOTE: The responsibilities and authorities for acceptance or rejection of various sized risks should be highlighted in the definition of the management structure.
To manage an individual risk
	Responsibility
	Action

	Project Manager
	Assembles the Core Project team and conducts a Risk Analyses.   This should be done as early as possible within the Planning Phase.

	Risk Analysis Team
	Risk Analysis Team Members should describe and quantify each Risk by completing “Part A  –  Risk Description” on a Risk Form.
These details should include high level details of what could cause the risk to happen (Triggers) and the impact if it does (Consequences). 

	Risk Analysis Team
	Assign a Probability Score (High = 5, Med = 3, Low =1) and an Impact Score (High =5, Med = 3, Low =1) to each risk and then multiply the 2 together to get a Risk Severity Score 
    (e.g. valid Severity scores will be 1, 3, 5, 9,15 or 25).

	Project Manager
	Accepts the risk and risk severity score as valid, assigns a Risk Owner (or Risk Action Manager) and gives a target date for the completion of a further evaluation of the risk and recommended action.   

	Project Support
	Logs the Risk into the Risk Management system and gives it the next Risk number.

The original form and attachments are filed in the Project Control Book. Copies of the Risk Form are sent to and/or the Risk Owner and/or each sub-project leader for information as appropriate.

	Risk Owner
	Complete “Part B  –  Risk Analysis” of the Risk Form to document any subsequent analysis of the risk.   Assessments are returned to the project support.

	Risk Owner
	Complete “Part C  –  Recommendation” of the Risk Form to document the recommended action to take regarding the risk.   

	Note: An agreed approach should be established on how to process Preventive and Contingency Planning activities.   A possibility is to raise an Issue for each such that progress can be tracked and impacts properly quantified using the Issue Management Process.

	Project Manager
	Accepts the assessment details and recommendation by completing the bottom of the Risk Form.

If the impact and/or the Severity Score is large, the Project Manager should also obtain the Sponsor’s and other Stakeholder’s acknowledgment and approval of the risk action.

	Project Support
	Updates the Risk register and records all Risk Forms/Actions in the Project Control Book.
Provides regular reports and updates on Risks and schedules risk reviews as appropriate throughout the life of the project.
Ensures Issues (and potentially Change Requests) are raised as appropriate to ensure and visibility and ongoing monitoring of all Preventive and Contingency Planning activities.


To Run the Change Management System

Project Manager's responsibilities

	Frequency
	Action

	At project meetings
	Review all outstanding risks with sub-project leaders.

	Monthly
	Report to the project Sponsor the total impact of all risks and to the overall project plans and time scales.


Project Support responsibilities

	Frequency 
	Action

	Continually
	Maintain the file of all risks and up-to-date Risk Register in the Project Control Book/Data Base.

	Weekly
	Check all outstanding Risk Forms (those being assessed) to ensure evaluations are taking place and assessments being returned to the project office.

	For project meetings
	Prepare report with status of each outstanding Risk.

	As required 
	1. Circulate new Risks for assessment.  

2. Collect risk Assessments and Action Recommendations from sub-project leaders or Risk Owners.
3. Assemble all Risk Forms for project manager to approve actions.
4. Circulate updated Risk register to project team members/Stakeholders as appropriate.


Risk Templates

The following are the templates that must be used to manage Risks within all Ministry projects.
	
	Risk Form
	RSK#
	

	
	
	ProjID
	

	
	Project:
	


	General Information

	Project Description
	
	Proj Class
	

	Sponsor:
	
	Consultant:
	

	Proj. Mngr:
	
	Contractor:
	

	Prep. by:
	
	Date Prep:
	


	Part A  -  Risk Description

	Risk Title:
	
	Date Raised:
	

	Risk Description:
	

	Probability: (L=1, M=3, H=5)
	
	Impact: (L=1, M=3, H=5)
	
	Severity Index: (Prob. x Imp.)
	

	Event(s) that could cause Risk to happen (Triggers):
	

	Impact if Risk happens (Consequences)
	

	Risk Action Manager
	
	Target Evaluation Date
	


	Part B  -  Risk Analysis

	Date
	Action/Analysis Description
	By
	Outcome/Next Steps

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


	Part C  -  Recommendation

	Action:

	 FORMCHECKBOX 
 Accept (Severity < 4)

 FORMCHECKBOX 
 Transfer              FORMCHECKBOX 
 Avoid
	 FORMCHECKBOX 
 Take Preventive Actions (> 6)

 FORMCHECKBOX 
 Contingency Plan ( >10)

	Details:
	


	Approvals

	Name:
	
	Signature:

	Title:
	Project Manager
	

	Date:
	
	

	Name:
	
	Signature:

	Title:
	
	

	Date:
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								RISK REGISTER										Project ID:

																		Review Date:

								Please Refer to the respective Change Request Form for the Details of any Change Logged

										Project Name:

										Project Manager:
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