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Unit Description:
BSBPMG517 – Manage Project Risk
This unit describes the skills and knowledge required to manage risks that may impact achievement of project objectives. It involves identifying, analysing, treating and monitoring project risks, and assessing risk management outcomes.

About this unit of study introduction
As a worker, a trainee, or a future worker you want to enjoy your work and become known as a valuable team member. This unit of competency will help you acquire the knowledge and skills to work effectively as an individual and in groups. It will give you the basis to contribute to the goals of the organisation which employs you.
It is essential that you begin your training by becoming familiar with the industry standards to which organisations must conform. 
These units of competency introduce you to some of the key issues and responsibilities of workers and organisations in this area. The unit also provides you with opportunities to develop the competencies necessary for employees to operate as team members.
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Manage Project Risk
1. Identify project risks
2. Analyse project risks
3. Establish risk treatments and controls
4. Monitor and control project risks
5. Assess risk management outcomes

Learning program
[bookmark: _Toc377585561]As you progress through this unit of study, you will develop skills in locating and understanding an organisation’s policies and procedures. You will build up a sound knowledge of the industry standards within which organisations must operate. You will become more aware of the effect that your own skills in dealing with people have on your success or otherwise in the workplace. Knowledge of your skills and capabilities will help you make informed choices about your further study and career options.
Additional learning support
To obtain additional support, you may:
Search for other resources. You may find books, journals, videos and other materials which provide additional information about topics in this unit.
Search for other resources in your local library. Most libraries keep information about government departments and other organisations, services and programs. The librarian should be able to help you locate such resources.
Contact information services such as Infolink, Equal Opportunity Commission, Commissioner of Workplace Agreements, Union organisations, and public relations and information services provided by various government departments. Many of these services are listed in the telephone directory.
Contact your facilitator. 

Facilitation
Your training organisation will provide you with a facilitator. Your facilitator will play an active role in supporting your learning. Your facilitator will help you anytime during working hours to assist with:
how and when to make contact,
what you need to do to complete this unit of study, and
what support will be provided.

Here are some of the things your facilitator may do to make your study easier:
Give you a clear visual timetable of events for the semester or term in which you are enrolled, including any deadlines for assessments.
Provide you with online webinar times and availability.
Use 'action sheets' to remind you about tasks you need to complete, and updates on websites.
Make themselves available by telephone for support discussion and provide you with industry updates by e-mail where applicable.
Keep in touch with you during your studies.


Flexible learning
Studying to become a competent worker is an interesting and exciting thing to do. You will learn about current issues in this area. You will establish relationships with other students, fellow workers, and clients. You will learn about your own ideas, attitudes, and values. You will also have fun (most of the time!).
At other times, studying can seem overwhelming and impossibly demanding, particularly when you have the assignment to do and you aren't sure how to tackle it... and your family and friends want you to spend time with them... and a movie you want to see is on television...
Sometimes being a student can be hard.
Here are some ideas to help you through the hard times. To study effectively, you need space, resources, and time.

[bookmark: _Toc377585564]Space
Try to set up a place at home or at work where:
1. You can keep your study materials,
2. You can be reasonably quiet and free from interruptions, and
3. You can be reasonably comfortable, with good lighting, seating, and a flat surface for writing.
· 
If it is impossible for you to set up a study space, perhaps you could use your local library. You will not be able to store your study materials there, but you will have quiet, a desk and chair, and easy access to the other facilities.

Study resources
The most basic resources you will need are:
1. A chair
2. A desk or table
3. A computer with internet access
4. A reading lamp or good light
5. A folder or file to keep your notes and study materials together
6. Materials to record information (pen and paper or notebooks, or a computer and printer)
7. Reference materials, including a dictionary

Do not forget that other people can be valuable study resources. Your fellow workers, work supervisor, other students, your flexible learning facilitator, your local librarian, and workers in this area can also help you. 

Time
It is important to plan your study time. Work out a time that suits you and plan around it. Most people find that studying, in short, concentrated blocks of time (an hour or two) at regular intervals (daily, every second day, once a week) is more effective than trying to cram a lot of learning into a whole day. You need time to 'digest' the information in one section before you move on to the next, and everyone needs regular breaks from study to avoid overload. Be realistic in allocating time for study. Look at what is required for the unit and look at your other commitments.
Make up a study timetable and stick to it. Build in 'deadlines' and set yourself goals for completing study tasks. Allow time for reading and completing activities. Remember that it is the quality of the time you spend studying rather than the quantity that is important. 

Study strategies
[image: C:\Users\Koren\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.IE5\1HSNUA7R\MP900399745[2].jpg]Different people have different learning 'styles.' Some people learn best by listening or repeating things out loud. Some learn best by 'doing,' some by reading and making notes. Assess your own learning style, and try to identify any barriers to learning which might affect you. Are you easily distracted? Are you afraid you will fail? Are you taking study too seriously? Not seriously enough? Do you have supportive friends and family? Here are some ideas for effective study strategies:
Make notes. This often helps you to remember new or unfamiliar information. Do not worry about spelling or neatness, as long as you can read your own notes. Keep your notes with the rest of your study materials and add to them as you go. Use pictures and diagrams if this helps.
Underline key words when you are reading the materials in this learner guide. (Do not underline things in other people's books.) This also helps you to remember important points.
Talk to other people (fellow workers, fellow students, friends, family, or your facilitator) about what you are learning. As well as helping you to clarify and understand new ideas, talking also gives you a chance to find out extra information and to get fresh ideas and different points of view.


Using this learner guide
A learner guide is just that, a guide to help you learn. A learner guide is not a textbook. Your learner guide will:
1. Describe the skills you need to demonstrate to achieve competency for this unit;
2. Provide information and knowledge to help you develop your skills;
3. Provide you with structured learning activities to help you absorb knowledge and information and practice your skills;
4. Direct you to other sources of additional knowledge and information about topics for this unit.

How to get the most out of your learner guide
Read through the information in the learner guide carefully. Make sure you understand the material.
Some sections are quite long and cover complex ideas and information. If you come across anything you do not understand:
1. Talk to your facilitator;
2. Research the area using the books and materials listed under Resources;
3. Discuss the issue with other people (your workplace supervisor, fellow workers, fellow students);
4. Try to relate the information presented in this learner guide to your own experience and to what you already know.
5. Ask yourself questions as you go. For example, 'Have I seen this happening anywhere?' 'Could this apply to me?' 'What if....’ This will help you to 'make sense' of new material, and to build on your existing knowledge.
6. Talk to people about your study.
7. Talking is a great way to reinforce what you are learning. 
8. Make notes.
9. Work through the activities.
Even if you are tempted to skip some activities, do them anyway. They are there for a reason, and even if you already have the knowledge or skills relating to a particular activity, doing them will help to reinforce what you already know. If you do not understand an activity, think carefully about the way the questions or instructions are phrased. Read the section again to see if you can make sense of it. If you are still confused, contact your facilitator or discuss the activity with other students, fellow workers or with your workplace supervisor.

Additional research, reading, and note-taking
If you are using the additional references and resources suggested in the learner guide to take your knowledge a step further, there are a few simple things to keep in mind to make this kind of research easier.
Always make a note of the author's name, the title of the book or article, the edition, when it was published, where it was published, and the name of the publisher. This includes online articles. If you are taking notes about specific ideas or information, you will need to put the page number as well. This is called the reference information. You will need this for some assessment tasks, and it will help you to find the book again if you need to.
Keep your notes short and to the point.  Relate your notes to the material in your learner guide. Put things into your own words. This will give you a better understanding of the material.
Start off with a question you want to be answered when you are exploring additional resource materials. This will structure your reading and save you time.
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	Before commencing this section, please read Chapter 11 of the PMBOK Guide.
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In the first learner guide for this course you will have learnt there are ten functions in project management, all of which are covered in this course.
This learner guide covers one of these, project risk management.
	Integration Management
	

	Scope Management
	

	Time Management
	

	Cost Management
	

	Quality Management
	

	Human Resource Management
	

	Communications Management
	

	Risk Management 
	(Covered in this workbook)

	Procurement Management
	

	Stakeholder Management
	


This section covers predicting and managing the things that can go wrong in a project. In an ideal world, a project will go exactly as planned, but this never happens.


	Things will go wrong, and it is up to the project team, particularly the project manager, to manage the problems.
It can be argued that if nothing ever did go wrong in a project, there would be no need for a project manager during the implementation stage. They would only be needed during the scoping and planning at the start, and to wrap things up at the closing stage.
The reality though is a project manager is needed to closely monitor the project throughout the implementation and monitoring stage because incidents will happen that will cause delays, cost blow-outs, changes to scope, project team members leaving or not performing to the required standard and so forth.
	[image: S:\Graphics + Web Templates\Stock Images\Ambition\Project_manager.jpg]


In subject one, we covered the planning of scope, time, cost and quality, and how careful planning of these is vital to the success of the project.
In subject two we covered the importance of hiring quality staff and contractors to deliver the project.
We may have these perfectly set up during the planning stage, so far we haven’t looked at what can go wrong. We have planned for responding to variations in the project, but we haven’t planned for predicting them in the first place. Predicting for potential issues in the project is the start of risk management, which this learner guide will be focusing on.
[bookmark: _Toc341705030]
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Before we delve into the details of risk management, it is very important from the outset that you understand the difference between an incident and a risk.
· Risk – An undesirable event that may occur.
· Incident – An undesirable event that has occurred. 
A well-managed project will have two registers to cover risks and incidents.
· Risk Register – This lists all the project risks. It should be compiled at the planning stage of the project and updated during the implementation/monitoring stage of the project as new risks are identified as a result of incidences. Each risk should have a risk management plan to control the risks.
· Issues Register – This lists all the incidents that occur during the course of the project, and is populated during the implementation/monitoring stage of the project. These issues are analysed and resolved but may result in the discovery of additional risks to be added to the risk register. The Issues Register is often called an “incident log,” but “issues register” is more commonly used. In this course, we will be using the term “issues register.”
	[image: S:\Graphics + Web Templates\Stock Images\Ambition\Ambition Diploma OHS.jpg]
	All projects need to have risks identified at the planning stage. Now you may think that working out all the things that can go wrong in a project is negative thinking. However, if you know all the things that could go wrong, you will be able to work out in advance (before the project even begins) how to either avoid the risk becoming an incident and should a risk become an incident, you will know what action to take.


If you work in an industry that requires a strong emphasis on safety (e.g. construction projects), you will find the risk management approach in this learner guide will be similar, but the emphasis will be on the risks and incidents that occur in managing projects as opposed to ensuring a safe workplace. 
You will, therefore, find this workbook will not cover risk management in terms of hazard identification, controlling safety risks, etc. If you do work in high hazard projects, you would be well advised to consider doing a workplace health and safety course in conjunction with the project management course to get the coverage of risk management both in terms of health and safety, and of managing projects. 
To undertake effective risk management in your projects, there are two key concepts you will need to understand:


1. Culture
The first of these concepts is the culture of the organisation. The culture of the workplace will predetermine how the organisation views risk management. Whether they pay lip service to it or are proactive in risk management, culture cannot be changed overnight as this is driven from the top down within an organisation. However, your actions over time acting as a role model, combined with the implementation of initiatives that improve safety slowly will allow others around you to model best practice. Without knowing it, you are slowly impacting upon the culture of the workplace for the better.
The style of management within the organisation can be a driving factor in the culture of the organisation. If the organisation is hierarchical in nature, there may be a tendency for political agendas to conflict with an open flow of information which can impede the application of a systematic approach to risk management.

2. Strategy
Once you understand the culture of the organisation, you can start to appreciate how risk management is viewed within the organisation and understand what level of management may require the greatest influence to affect change. It is then that you can start to develop strategies to implement safety improvements. You will need to understand who has the authority to approve the changes and you must present your case to them. Your job involves presenting the strategy to solve the problem, not just present the problem itself. Therefore, strategy development becomes a key component of your role in managing project risk. 
Throughout your course, we will explore these concepts in more detail and work towards how you can best approach the role of an effective project manager in managing risk. Figure 1 provides an example of the culture ladder which shows the best way to effect these changes is to involve all staff in the process so that they have a vested interest in contributing to a strong risk management culture.
 Increasing trust and accountability
Increasingly informed and consulted


Figure 1 - The culture ladder (adapted from Hudson, 2003)
Different projects have different risks involved, but all risks can be grouped into one of the other nine functions of project management:
· Scope 
· Time
· Cost 
· Quality
· Human resources
· Procurement
· Communication
· Integration
· Stakeholders


An example of a risk associated with each function is listed below:

Scope: 
Your company is responsible for conducting oil exploration over a 30,000 square kilometre area of the seabed over the next 12 months. However, the restricted timeframe means only about 20,000 square kilometres will be covered. This is a risk to the project as the mapping will not be complete.

Time: 
The oil exploration project requires good weather with wind speeds of under 50 kilometres per hour for work to proceed. The exploration project will occur over the coming cyclone/monsoon season. Any prolonged bad weather will create time delays for your project.

Cost: 
Your staff needs to be accommodated in hotels in the nearest onshore town. Accommodation costs will vary depending on demand, and there is a concern the costs could skyrocket.

Quality: 
Although it is possible to complete all the exploration in the tight timeframe, there is a risk that shortcuts will be made, and appropriate testing will not take place as a measure to ensure all 30,000 square kilometres of exploration does take place.

Human Resources:
A key team member may resign from your company. This will create delays in the project as you will need to hire a replacement and arrange for the other remaining resources to cover for the lost team member in anytime between when they finish, and the new team member starts and gets up to speed in their role. Any strike action will cause delays in delivering the project.

Procurement:
A contractor may not deliver as per contract requirements causing delays in delivering the project, issues with subcontractors, disputes, and legal action.


Communication:
We’ve all heard of communication breakdowns. A major incident may happen in a project due to someone not communicating a simple instruction.

Integration:
The management of the project plan could in itself create risks. For instance, if the project wasn’t properly planned this would create huge risks. 

Stakeholders:
Your project is fully funded by a government incentive. There has just been a change in government, and it is likely the program that provides the funding is likely to be pulled during the life of the project. 


Activity 1:
	If you have worked in a workplace that manages projects, consider where the organisation’s risk management processes sat in the above culture ladder. Explain your reasoning. 
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1.3 Risk Management Framework
The overall process for managing risk is known as a risk management framework. We will be covering this throughout the rest of this learner guide. 
Risk management framework covers:
1. The definition of risk criteria
2. The identification of project risks
3. The analysis of each risk
4. The management of each risk
5. Reviewing each risk
This course only requires you to have an understanding of the risk analysis, management, and review process, which the rest of the learner guide will cover.
The ISO standard 31000 covers the risk management framework in a lot of detail.  It provides a broad overview of the standard and links to resources.
AS/NZS ISO 31000/2009 Risk management – Principles and guidelines define risk as the ‘effect of uncertainty on objectives’ and risk management as ‘coordinated activities to direct and control an organisation with regard to risk.' The AS/NZS ISO 31000/2009 is the Australian Standard and International Standard for managing risk. In the context of these definitions, risk management can be applied to all facets of the business and will consider risks that have either a positive or negative impact on the business. This means that these standards are not only applied to managing risk in a project but also risks relating to health and safety, finances, operations, reputation and any other issue that will have an impact on the business. As you progress through this section, consider the fact that you can apply the same processes outlined for health and safety risk management to risk management in other areas of the business.
The ISO 31000 sets a framework for ‘components that provide the foundation and organisational arrangement for designing, implementing, monitoring, reviewing and continually improving risk management processes.' The framework ensures that information about risk derived from the risk management process is adequately reported and used as a basis for decision-making and accountability at all relevant organisational levels. 
The framework of ISO 31000 follows the Plan, Do, Check, Act model, like other global management system standards.


Below is an illustration of the Risk Management Framework set out by ISO 31000:

	
	
	
	Mandate and commitment
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	Design of framework to manage risk
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	Continual improvement
	
	
	Implementing risk management
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	Monitoring reviewing framework
	
	
	

	
	
	
	
	
	
	
	
	
	


Risk Management Framework: ISO 31000

If you are interested in exploring this further (e.g. if you work for an organisation that uses the standard, then you should explore it), you should have a look into the ISO31000. A good place to start with this is at Wikipedia.

Activity 2:
	Gain a broad awareness of the ISO31000 by reading the overview in the following link:
ISO 31000
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Risk management is a part of project management that involves processes of conducting risk management planning, identification, analysis, response planning, and monitoring, and control on a project. Project Risk Management aims to eliminate and or minimise as much as possible uncertainties in achieving project objectives.
The key components of a risk management plan include the following:

1. Context 
Establishing the context defines the scope of the risk management process and sets the criteria against which the risks will be assessed. The scope should be determined within the context of the organisation’s objectives. Risks are uncertainties that affect the achievement of project objectives, so risks cannot fully be identified if these objectives and strategies are unclear.

2. Risk identification
The identification of key risks to the project is a critical step in effective risk management and needs to be comprehensive. If a potential risk is not identified at this stage, it is omitted from further analysis, which means a material risk may be given insufficient attention. The risks that relate to the context and project objectives must be identified, whether or not they are under the influence of the firm.

3. Risk analysis and evaluation
Risk analysis involves the assignment of an overall risk rating to each of the risk events identified through analysing inherent risk, identifying and evaluating controls, and analysing residual risk. It helps validate and prioritise key risks to monitor, and it highlights any opportunities for improvements to current activities used as controls in the project. A risk assessment provides insight to significant inherent risks from a practice perspective and links these to a firm's objectives, strategies, and business processes.

4. Risk treatment
Risk treatment involves developing a range of options for mitigating the risk, assessing those options, and then preparing and implementing action plans. The highest rated risks should be addressed as a matter of urgency.

Selecting the most appropriate risk treatment means balancing the costs of implementing each activity against the benefits derived. In general, the cost of managing the risks needs to be commensurate with the benefits obtained. When making cost versus benefit judgements the wider context should also be taken into account.



5. Monitoring and review
Monitoring and review should be a planned part of the risk management process and involve regular checking or surveillance. The results should be recorded and reported externally and internally, as appropriate. The results should also be input to the review and continuous improvement of the firm's risk management framework.

6. Communication and consultation
Communication and consultation should be integrated into the entire risk management plan of a project. These involve seeking and sharing views and information regarding project risks and considering other project stakeholders’ view as part of decision-making processes.
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You may come across the terms “quantitative” and “qualitative” risk management. The difference between these is as follows:
Qualitative Risk Management:
This is a more subjective form of risk assessment, usually based on a questionnaire to gather the information as specific data would not be available.
This approach involves prioritising risks for further analysis or action by assessing and combining their probability of occurrence and impact; and assessing the priority of identified risk using their relative probability or likelihood of occurrence, the corresponding impact on project objectives if the risks occur.
It is used to determine categorisation of risks, causes of project risks, a ranking of risks, and etc. This is usually done first followed by Quantitative Risk Management.
The following are tools and techniques used in this approach:
1. Risk categorisation - This is used to classify risk in terms of its sources or area of impact. It involves grouping risks coming from common root causes, leading to developing more effective risk responses.
2. Probability and impact matrix- This is used to rate risks as low, moderate, or high priority.
3. Expert judgement - This can be used in both Qualitative and Quantitative Risk Management. In the qualitative approach, this is used to assess the probability and impact of each risk to determine its location in the matrix.

Quantitative Risk Management:
This involves conducting a quantitative risk analysis, which is the process of numerically analysing the effect or impact of identified risks on achieving overall project objectives. This risk management approach is performed on risks that have already been prioritised from qualitative risk analysis. 
It is used to conduct a probabilistic analysis of the project, determine the probability of achieving cost and time objectives, as well as to assign a numerical rating to the risks individually or to evaluate the aggregate effect of all risks affecting the project.
E. g., Risk assessment is taken where you map a specifically measurable amount to the risk. This is normally calculated in dollars (e.g. If X risk occurs, it will cost $Y).


The following are tools and techniques used in this approached:
1. Interviewing - This draws on the experience and historical data to quantify the probability and impact of risks on project objectives.

2. Sensitivity analysis - This helps to determine which risks have the most potential impact on the project. It examines the extent to which the uncertainty of each project element affects the objective being examined when all other uncertain elements are held at their baseline values.

3. Expected monetary value analysis (EVM) - This is a statistical concept used to calculate the average outcome when the future includes scenarios that may or may not happen.

4. Expert judgement
This can be used in both Qualitative and Quantitative Risk Management. In the quantitative approach, this is used to identify potential cost and schedule impacts, and to evaluate probability.
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The first step in managing risks is to identify them in the first place.
Where do we get this information from?
1. Similar projects either in progress or have been completed should have their own risk registers. If that is the case, you are already most of the way there with identifying the risks of your project. Not only will it give you the list of risks, but each risk would have a good management plan.
2. Your own experience. If you are a project manager with a strong technical background, you will know from your own experience a lot of the risks that could be encountered. Additionally, if you have experience in managing projects, you will be able to draw from your own experiences the risks regarding the integration and communications processes of the project.
3. The project sponsor. They could be especially useful if the nature of the project you are managing is new to your organisation, but the sponsor has sponsored similar projects in the past. They will have experienced incidents in the previous projects and will have approved change requests. As the person or organisation paying for the project, they will definitely understand the impacts that result in increased cost of the project. Additionally, if the project sponsor will be selling the project deliverables to their clients, or if they are the end users of the deliverables, they will be able to advise the impacts of the deliverables should they not be up to the standard they require.
4. Project team members and external contractors. Some project team members and contractors will be technical experts who have a level of experience in their area far beyond yours, or anyone else for that matter. They will be able to draw from their own experiences to assist in identifying risks around their area of expertise. They will also be able to provide qualified advice on how to manage the risks, particularly in avoiding the risk turning into an incident, and how to manage it should it become an incident.


Activity 3:
	Using the small project you have used in previous learner guides (planning an international holiday, renovation a kitchen, landscaping your yard, etc.), write a list of the risks you are likely to encounter. Where possible, list at least one risk for each function of project management. 

	

	Scope:
	·      

	Time:
	·      

	Cost:
	·      

	Quality:
	·      

	Human Resources: 
	·      

	Communications:
	·      

	Risk:
	·      

	Procurement:
	·      

	Integration:
	·      

	Stakeholders:
	·      



There are tools available that can be used for the identification of risks.
One of these is the risk identification SWOT analysis. A template has been provided below, but it uses the approach of using a SWOT analysis to discover the project’s risks.
The SWOT analysis looks at four different aspects of the project, the Strengths, Weaknesses, Opportunities, and Threats. These four terms create the acronym SWOT, hence the name.


Looking at these:
	Strengths
	These are the internal characteristics of the project team or your organisation that gives yours an advantage over others.
For example, your organisation has extensive experience in managing similar projects, more so than any of your competitors.

	Weaknesses
	These are the internal characteristics that place your project team or organisation at a disadvantage relative to others.
For example,  your project does not have access to the same level of IT support as your competitors.

	Opportunities
	These are the external chances your project team or organisation has to improve on performance.
For example, the government has just opened a new area for offshore mineral exploration.

	Threats
	These are the external elements that could cause trouble for your project or organisation.
For example, a new competitor who specialises in the management of similar projects is in the process of being established nearby.



If we focus on the project weaknesses and threats, we have a list of issues that risks can be developed from. For instance, in the above examples where we had a weakness of not having the same level of IT support as your competitors, the following risks could be brainstormed:
1. loss of project information data;
2. delays in electronic communication;
3. not being able to produce (IT deliverables) work to the currently accepted standard, etc.


Similarly, the threat example above of where a new competitor is emerging in the marketplace could create the following risks:
1. losing a client to the new competitor;
2. additional scope being asked for based on the client overhearing information about the competitor; and,
3. organisation may have to reduce fees charged to the client to maintain competitiveness

Activity 4:
	Using the small project you have used in the previous activity, complete a risk identification SWOT analysis using the table below. 



[bookmark: _Toc334190400][bookmark: _Toc334190545]Risk Identification – SWOT Analysis 
	Project Name:      

	Prepared by:      

	Date:      

	Project Manager:      

	SWOT Analysis Facilitator:      

	SWOT Analysis Participants: 	
     

	SWOT Analysis Recorder:      

	Date of SWOT Analysis:      

	Project Strengths: (What potential strengths exist about the project, the project team, the sponsor, the organisation structure, the client, the project schedule, the project budget, the product of the project, etc.?)
1.      

2.      

3.      

4.      

5.      


	Project Weaknesses: (What potential weaknesses exist about the project, the project team, the sponsor, the organisation structure, the client, the project schedule, the project budget, the product of the project, etc.?)
1.      

2.      

3.      

4.      

5.      

	Project Opportunities: (What potential opportunities exist in regard to achieving the project requirements, the product requirements, the project schedule, the project resources, the project quality, etc.?)
1.      

2.      

3.      

4.      

5.      


	Project Threats: (What potential threats exist in regard to achieving the project requirements, the product requirements, the project schedule, the project resources, the project quality, etc.?)
1.      

2.      

3.      

4.      

5.      






[bookmark: _Toc486493049]2.2 Risk categories
Project risks can be categorised in a number of ways. This involves categorising risks in terms of its sources or area of impact. It also involves grouping risks coming from common root causes, leading to developing more effective risk responses. 

The following are different categories in which project risks can be grouped to:
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[bookmark: _Toc486493050]2.2 Ratings Impact of a Risk
In planning for risk management, you need to look at each individual risk. There are two factors that come into play in a risk.
1. The likelihood of a risk occurring.
What is the probability the risk will actually result in an incident? We will look at this in a later chapter.
2. The impact of a risk should it occur.
If the risk were to result in an incident, how much damage will it do to the project? Is it insignificant, not resulting in any change to any of the ten functions, or is it extreme to the point the entire project falls over if this incident was to occur? Is it somewhere in between?
The above examples with the oil drilling exploration don’t give any indication of either at this stage, so the list of risks by themselves doesn’t mean much.
	Let’s start with looking at the impact of a risk.
Study the table below. This gives a clear indication of the impacts of any risk for each of the four project constraints. This is a standard table, but it can be modified to suit your organisation if needed.
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Considering the risks below:
Scope:
Your company is responsible for conducting oil exploration over a 30,000 square kilometre area of the seabed over the next 12 months. However, the restricted timeframe means only about 20,000 square kilometres will be covered. This is a risk to the project as the mapping will not be complete.
Referring to the table below, this would be a moderate risk. The 20,000 square kilometres will be acceptable to the client as it will give a good indication as to the viability of the area and if they do strike an oil-rich area, they will be able to set up an oil rig. However, one-third of the area not being explored could result missing out on a lot of potential income if the exploration misses a major oil field.
Time: 
The oil exploration project requires good weather with wind speeds of under 50 kilometres per hour for work to proceed. The exploration project will occur over the coming cyclone/monsoon season. Any prolonged bad weather will create time delays for your project.
The degree of risk depends on the severity of the weather. Generally, the bad weather is not prolonged, and the equipment will be strong enough not to be damaged. The project manager calculates that prolonged bad weather will create a five to ten percent slippage in the delivery of the project. From the table below this makes it a moderate risk.
Cost: 
Your staff needs to be accommodated in hotels in the nearest onshore town. Accommodation costs will vary depending on demand, and there is a concern the costs could skyrocket.
Accommodation makes up a low percentage of the overall project cost, so any increase in accommodation costs will be less than five percent of the overall project cost. This would, therefore, be a minor risk.
Quality: 
Although it is possible to complete all the exploration in the tight timeframe, there is a risk that shortcuts will be made, and appropriate testing will not take place as a measure to ensure all 30,000 square kilometres of exploration does take place.
The client has advised that appropriate quality measurements must be undertaken at all times so the quality reduction would be unacceptable to them. It would still be useful though so this risk would have a major impact rating.
Rating Impacts for a Risk Table
The following table is used as a guide to objectively and consistently determine the ratings impact for risks. You should use this (or a similar) table to ensure you are consistent in determining the impacts of risks, and especially when you are delegating risk evaluation to multiple people. Different people have completely different ideas as to say the difference between a minor impact and a moderate impact. Providing the table below will ensure a consistent approach to risk evaluation.
[image: ]

[bookmark: _Toc341705034][bookmark: _Toc379826227]Activity 5:
	Determine the level of risk of each of the risks you listed in the previous activity using the above risk rating table.

	

	     





[bookmark: _Toc486493051]2.3 Likelihood of a Risk
Earlier we discussed that the two factors that determine a risk are its likelihood and its impact. We have already looked at impact so this section will cover the likelihood of a risk occurring.
There are five levels of likelihood:
	Level
	Likelihood
	Description
	Guideline

	A
	Almost certain
	The consequence is expected to occur in most circumstances.
	Occurs more than once per month

	B
	Likely
	The consequence will probably occur in most circumstances.
	Occurs once every 1 month – 1 year

	C
	Occasionally
	The consequence should occur at some time.
	Occurs once every 1 year to 10 years

	D
	Unlikely
	The consequence could occur at some time.
	Occurs once every 10 years – 100 years

	E
	Rare
	The consequence may only occur in exceptional circumstances.
	Occurs less than once every 100 years


Source: AS/NZS 4360:2004 Risk Management

Scope: 
Your company is responsible for conducting oil exploration over a 30,000 square kilometre area of the seabed over the next 12 months. However, the restricted timeframe means only about 20,000 square kilometres will be covered. This is a risk to the project as the mapping will not be complete. (Moderate risk).
This has an almost certain likelihood, due to the tight time constraints and very little margin of error.
Time: 
The oil exploration project requires good weather with wind speeds of under 50 kilometres per hour for work to proceed. The exploration project will occur over the coming cyclone/monsoon season. Any prolonged bad weather will create time delays for your project. (Moderate risk).
Given the weather patterns in recent years and the predicted weather patterns for this coming monsoon season, this is an unlikely event.


Cost: 
Your staff needs to be accommodated in hotels in the nearest onshore town. Accommodation costs will vary depending on demand, and there is a concern the costs could skyrocket. (Minor risk).
This has a moderate likelihood, having been calculated with a probability of 40%.
Quality: 
Although it is possible to complete all the exploration in the tight timeframe, there is a risk that shortcuts will be made, and appropriate testing will not take place as a measure to ensure all 30,000 square kilometres of exploration does take place. (Major risk).
This is an unlikely risk as the staff on this project are well trained and have a track record of not taking shortcuts regardless of other constraints.
	By now you have probably noticed the likelihood of these risks has been determined based on specific information known only to the project manager. For instance, the last of the above risks would have been hard to have determined without knowing the quality of the workforce.
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Therefore the likelihood of a risk occurring does need to be determined by people with experience in dealing with those exact situations.


Activity 6:
	Determine the likelihood of risk of each of the risks you listed in the previous activities using the above criteria. 

	

	     




[bookmark: _Toc341705035][bookmark: _Toc379826228][bookmark: _Toc486493052]2.4 Rating of Risks
Once you know the likelihood and impact of a risk, you can use the table below to determine the overall rating of the risk:
Risk Rating Table
	Level
	Descriptor
	Description

	E
	Very High
	Immediate action required senior management involvement necessary now.

	H
	High
	Action is required in the short term; strategies to treat the risk must be identified.

	M
	Moderate
	Responses need to be identified and the risks monitored.

	L
	Low
	Monitor by routine procedures.



	Likelihood
	Consequence

	
	Insignificant
1
	Minor
2
	Moderate
3
	Major
4
	Severe
5

	A
(Almost certain)
	High
	High
	Very High
	Very High
	Very High

	B
(Likely)
	Moderate
	High
	High
	Very High
	Very High

	C
(Occasionally)
	Low
	Moderate
	High
	Very High
	Very High

	D
(Unlikely)
	Low
	Low
	Moderate
	High
	Very High

	E
(Rare)
	Low
	Low
	Moderate
	High
	High


Source: AS/NZS 4360:2004 Risk Management

The risk rating table paints a clear picture as to how serious a risk is, and therefore which risks need to be managed more than others. It provides a standard benchmark for determining the level of risk based the combination of the likelihood of an incident occurring against the consequences of the incident.
For instance, a risk that is likely to become an incident but has an only insignificant consequence (and therefore rated as a moderate risk) would have a lower priority than another risk that is unlikely to result in an incident but would result in catastrophic consequence to the project.
We have determined the likelihood and impact of the above oil exploration example, so we can now calculate the rating of each risk:
Scope:
Your company is responsible for conducting oil exploration over a 30,000 square kilometre area of the seabed over the next 12 months. However, the restricted timeframe means only about 20,000 square kilometres will be covered. This is a risk to the project as the mapping will not be complete.
Moderate Impact + Almost Certain Likelihood = Very High Risk
Time: 
	[image: S:\Graphics + Web Templates\Stock Images\Ambition\Three_safety_people.jpg]
	The oil exploration project requires good weather with wind speeds of under 50 kilometres per hour for work to proceed. The exploration project will occur over the coming cyclone/monsoon season. Any prolonged bad weather will create time delays for your project.
Moderate Impact + Unlikely Likelihood = Moderate Risk


Cost: 
Your staff needs to be accommodated in hotels in the nearest onshore town. Accommodation costs will vary depending on demand, and there is a concern the costs could skyrocket.
Minor Impact + Occasional Likelihood = Moderate Risk
Quality: 
Although it is possible to complete all the exploration in the tight timeframe, there is a risk that shortcuts will be made, and appropriate testing will not take place as a measure to ensure all 30,000 square kilometres of exploration does take place.
Major Impact + Unlikely Risk = High Risk
Once we have determined the level of risk, we can prioritise them. For instance, the highest priority risk in our example is the first one, where the level of risk has been calculated to be extreme. This would need immediate action by senior management. The last risk has the next highest priority being a high risk. The other two are moderate risks requiring a lower priority.
Activity 7:
	Determine the level of risk of each of the risks you listed in the previous activity using the above risk rating table. 
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[bookmark: _Toc341705037][bookmark: _Toc379826230][bookmark: _Toc486493054]3.1 The Hierarchy of Controls 
Now that we have determined the levels of risk and therefore their priorities, you need to work out what to do about them.
The following table lists the hierarchy of controls in dealing with risks. This table provides a step by step process for controlling a risk. It is a system used in industry to minimise or eliminate exposure to project risks.
Hierarchy of Controls
	Elimination
	Completely remove the hazard - most effective
Eg. Constructing a framework inside a warehouse to eliminate weather-related risks.

	Substitution
	Use something else or a less hazardous process
Eg. Using a safe chemical for a manufacturing project that performs the same function as a toxic chemical
Eg. Replacing an old piece of equipment with a new safer machine

	Isolation
	Use barriers to shield or isolate the hazard
Eg. Installation of barriers and guard rails to isolate the general public from the construction work
Eg. Providing an enclosed safe storage area for dangerous chemicals

	Engineering Control
	Design and install equipment to counteract the hazard
Eg. Providing a forklift and a small crane to assist with lifting and carrying materials and components
Eg. Installation of a new firewall to increase the security of confidential project files

	Administrative Control
	Procedures, signage, and warnings
Eg. Documented policies and procedures regarding danger tagging of equipment and supervision during maintenance activities
E.g. Only allowing personnel who have been trained in confined space entry to enter confined spaces.

	Personal Protective Equipment
	Wear PPE while exposed to the hazard – least effective; this should ONLY be used when all other controls are proven to be ineffective
Eg. Wearing asbestos removal safety clothing whilst removing fibreboard in the demolition
Eg. Wearing a hard hat on the construction site



When you consider a project risk, start from the top of the table and work your way down. Firstly, consider whether you can completely eliminate the risk. If that isn’t an option, then you could substitute the equipment or process with something else that is going to reduce its risk.
	If neither is an option, then the next control to look at is isolation. Can you use barriers to shield the hazard? If not, then use engineering controls or administrative control. If they aren’t going to provide a solution, then you need to look at personal protective equipment.
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Looking at the above example:
Scope: 
Your company is responsible for conducting oil exploration over a 30,000 square kilometre area of the seabed over the next 12 months. However, the restricted timeframe means only about 20,000 square kilometres will be covered. This is a risk to the project as the mapping will not be complete.
Moderate Impact + Almost Certain Likelihood = Extreme Risk
This risk can be completely eliminated by a change request that will either reduce the scope of the project to 20,000 square kilometres or by extending the project time.
	Time: 
The oil exploration project requires good weather with wind speeds of less than 50 kilometres per hour for work to proceed. The exploration project will occur over the coming cyclone/monsoon season. Any prolonged bad weather will create time delays for your project.
Moderate Impact + Unlikely Likelihood = Moderate Risk
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The risk could be eliminated by not conducting any work during the monsoon period (though that will extend the project time), or you could use isolation or 
Cost: 
Your staff needs to be accommodated in hotels in the nearest onshore town. Accommodation costs will vary depending on demand, and there is a concern the costs could skyrocket.
Minor Impact + Occasional Likelihood = Moderate Risk
Quality: 
Although it is possible to complete all the exploration in the tight timeframe, there is a risk that shortcuts will be made, and appropriate testing will not take place as a measure to ensure all 30,000 square kilometres of exploration does take place.
Major Impact + Unlikely Risk = High Risk


Activity 8:
	Determine the best controls and appropriate solutions for dealing with each of the risks in previous activities. 
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	We have so far looked at the direct impact of a risk, but we have also looked at the hierarchy of controls.
Once the controls have been put in place, the likelihood and/or consequence of the risk is likely to be reduced. 
For instance, the likelihood of exposure to asbestos during a construction demolition project changes when proper PPE is used. The likelihood would reduce from high to rare.
	[image: S:\Graphics + Web Templates\Stock Images\Ambition Course Categories\Ambition Project Management Course Category.jpg]


Although the consequence of exposure to asbestos will not reduce, the risk level will drop significantly once the controls have been implemented.
The initial risk (based on PPE not being provided) is also known as the inherent or gross risk. 
The revised risk (based on the risk being mitigated using PPE or other controls) is also known as the residual risk, lower risk, net risk or retained risk.
Ideally, when you analyse each risk and employ the hierarchy of controls, you will find the risk should reduce to an acceptable level. If this is not the case, then you will need to have another look at applying the controls.

When conducting a risk analysis, you will need to document both the initial and revised risks along with the proposed controls to be used. This will allow you to determine the potential effectiveness of the controls used to mitigate risks, and whether these measures bring the level of risk down to an acceptable level.

Activity 9:
	Determine the revised risk level of each risk in your small project taking into account the controls you have implemented in activity 8. 
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Once you have determined the residual risk level, you will need to determine whether that level of risk is acceptable to your organisation.
Now there is no hard and fast rule with regards to what is considered an appropriate level of risk. This depends on your organisation’s “risk appetite”.
Risk appetite is the level of risk that an organisation is prepared to accept before action is deemed necessary to reduce it. It represents a balance between the potential benefits of innovation and the threats that change inevitably brings on.
There are five levels of risk appetite: 
	Averse:
	Avoidance of risk and uncertainty is a key organisational objective.

	Minimal:
	Preference for ultra-safe options that are low risk and only have a potential for limited reward.

	Cautious:
	Preference for safe options that have a low degree of risk and may only have limited potential for reward.

	Open:
	Willing to consider all potential options and choose the one most likely to result in successful delivery, while also providing an acceptable level of reward and value for money.

	Hungry:
	Eager to be innovative and to choose options offering potentially higher business rewards, despite the greater risk.



In a project situation, the level of risk appetite will vary greatly between organisations and even between projects within organisations. The level of risk appetite in your project will depend on the risk appetite of your organisation, and that of the project sponsor.
Regardless of the project’s risk appetite, once the residual risk levels have been determined, you will need to evaluate whether these are acceptable. For each risk you will need to do one of four things:
1. Do nothing. If the inherent risk is below the acceptable risk level, then it probably won’t be worth your while to implement the proposed controls. However, you should implement them anyway especially if it is within legal or corporate policy.
2. Implement the controls. If the inherent risk is above the acceptable risk level, but the residual risk is below the acceptable risk level, then you must apply the proposed controls.

3. Reassess the risk. If the residual risk level is above the acceptable risk level, you must brainstorm some new and better ways to mitigate the risks. You will then need to reassess the residual risk.
4. Accept the risk. If the inherent risk is unacceptably high, yet the cost of the control needed to reduce the risk to an acceptable level exceeds the cost of the impact of the risk itself, then you need to propose to management they accept the higher risk.
This is why it is so important to determine the residual risk must be considered in any risk assessment.
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The tool on the following page allows you to complete all the above processes in a single worksheet. This may be set up as a Word or Excel table, but may also be included as part of a risk management software package.
There will be one line item for each risk, but the table highlights what needs to be populated in each cell. An example is provided in the bottom row.
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	Identified Risk
	Initial Risk
	Controls to be used at risk
	Revised Risk
	Proposed Actions
	Identified by Whom?
	Who is responsible?

	
	Likelihood of Occurrence
	Potential Impact
	Initial Risk Rating
	
	Likelihood of Occurrence
	Potential Impact
	Revised  Risk Rating
	
	
	


	Brief (1 phrase) description of the risk.
	For each risk, the probability must be one of:
A: Almost certain
B: Likely
C: Occasionally
D: Unlikely
E: Rare.
Can be either letter, description or both.
	For each risk the impact must be one of:
1 Insignificant
2 Minor
3 Moderate
4 Major
5 Severe
The response can either be number, description or both.
	The rating must be determined from the risk rating table below based on the responses in the probability of occurrence and the potential impact. The response must be exactly as per table and may be either listed by letter of description:
Very High
High
Moderate
Low
	At least of the following controls must be listed for each risk, and a specific example to be provided to describe HOW the risk is going to be controlled:
Elimination
Substitution
Isolation
Engineering control
Administrative control
PPE (Personal protective equipment
	For each risk, the probability must be one of:
A: Almost certain
B: Likely
C: Occasionally
D: Unlikely
E: Rare.
Can be either letter, description or both.
	For each risk the impact must be one of:
1 Insignificant
2 Minor
3 Moderate
4 Major
5 Severe
The response can either be number, description or both.
	The rating must be determined from the risk rating table below based on the responses in the probability of occurrence and the potential impact. The response must be exactly as per table and may be either listed by letter of description:
Very High
High
Moderate
Low
	For each risk, a specific action must be briefly described here should the risk become an incident.
	Must be either student’s name, Sam Ng or another project stakeholder for each risk
	Must be either Sam Ng, the site supervisor, or another relevant project stakeholder who would be responsible for ensuring the risk does not occur, or if it does occur, will be the responsible for dealing with its impact.



	Building materials are falling onto pedestrians passing the building.
	B: Likely
	4 Major
	Very high
	Engineering control – building an enclosed access walkway to prevent falling material injuring pedestrians.
	Rare
	Moderate
	Moderate
	Implement emergency
	J.W.
	J.W.




Activity 10:
	Use the worksheet below to brainstorm ten risks associated with the small project you have used in previous activities. Note, you may use the risk information you have already populated in previous activities. 



	Identified Risk
	Initial Risk
	Controls to be used at risk
	Revised Risk
	Proposed Actions
	Identified by Whom?
	Who is responsible?

	
	Likelihood of Occurrence
	Potential Impact
	Initial Risk Rating
	
	Likelihood of Occurrence
	Potential Impact
	Revised  Risk Rating
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Whilst the above template allows you to document the controls and incident plans for a number of risks; there is little room to add detail.
The following template allows you to document the risk response plan into a separate document for each risk. All significant risks should be properly documented this way to ensure there is a specific plan to control the risk and to deal with incidents.
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	Project Name:      

	Prepared by:      

	Date:      

	Description of Risk Identified:       

	Person(s) Responsible:      

	Results from Risk Analysis:      


	Agreed Responses (avoidance, transference, mitigation, acceptance):      

	Response #1      


	Response #2      


	Response #3      


	Residual Risk Level:      


	Action Steps:      

	Budget & Time for Response:      


	Contingency/Fall-back Plans:      





Activity 11:
	Populate the risk plan template below for one of the risks you have used in the previous activity. 



Risk Response Plan Template 
	Project Name:      

	Prepared by:      

	Date:      

	Description of Risk Identified:       

	Person(s) Responsible:      

	Results from Risk Analysis: 
     

	Agreed Responses (avoidance, transference, mitigation, acceptance):      

	Response #1      

	Response #2      

	Response #3      

	Residual Risk Level:      


	Action Steps:      
 

	Budget & Time for Response:      


	Contingency/Fall-back Plans:      




[bookmark: _Toc341705042][bookmark: _Toc379826235][bookmark: _Toc486493059]Managing and Reviewing Project Risks
[bookmark: _Toc341705043][bookmark: _Toc379826236][bookmark: _Toc486493060]4.1 Incidents and the Issues Register 
So what happens when a risk becomes an incident in your project?
If you have prepared your risk management plan well, you will have a documented process of measures for avoiding the risk becoming an incident, and also for dealing with any incident that does occur as a result of the risk. The effectiveness of the process will depend on how well it was planned.
Given incidents will occur during a project; a project manager should keep the risk management plan handy at all times. When the incident does happen, you will be able to quickly access information on the impact of the incident, the residual risks and how it should be managed.
In the absence of such a plan, you will be guessing the best approach for dealing with the incident.
All incidents must be recorded on an issues register. The nature and format of an issues register will vary between organisations, but any well-managed project must have one.
Generally speaking, an issues register will include the following:
1. a unique identifier (e.g. issue number);
2. the date the issue was raised;
3. a brief description of the issue;
4. the name of the person who identified the issue;
5. the action history – what was done to resolve and/or work around the issue;
6. the status of the issue – whether it is open, closed, etc.
Many issues registers would have more fields. Some more advanced issues registers are web based and allow users to assign issues to individuals and will facilitate a full issues management system.
There are a number of issue tracking systems available, and the following link compares some of the more notable ones:
http://en.wikipedia.org/wiki/Comparison_of_issue-tracking_systems


Returning to the simple issues register, it would generally be in a tabular format such as the example shown below:
Issues Register
	Issue#
	Date raised
	Description
	Who raised
	Action History
	Status

	346
	2/10/2012
	Delay in construction due to fibre sheeting not arriving on time.
	J.K.
	Fibre sheeting arrived following day.
	Closed

	347
	3/10/2012
	Server issue is preventing onsite crews from receiving e-mails.
	K.M.
	Server now fixed and all staff notified e-mails are back.
	Closed

	348
	3/10/2012
	Damage to two of the fibre sheeting panels.
	J.K.
	Replacement sheeting panels replaced by the supplier.
	Closed

	349
	4/10/2012
	Reporting template does not have enough detail to provide consistent results.
	K.M.
	For discussion at a management meeting.
	Open 

	350
	9/10/2012
	The price of electric cabling has increased 20%.
	K.M.
	Add to next change request.
	Open

	351
	10/10/2012
	Damage from the storm has created serious ceiling leakage.
	U.G.
	Replace panels and add to next change request.
	Open

	352
	10/10/2012
	Company plumber has resigned.
	K.M.
	Advertise for a new plumber.
	Open



Activity 12:
	If you are employed in a workplace, find out whether it uses an issues register. If it does have one, briefly describe it below, providing an indication as to whether it is a simple issues register (Word or Excel), or whether it is part of a software package. 

	

	     



Issues Register
	Issue#
	Date raised
	Description
	Who raised
	Action History
	Status

	346
	2/10/2012
	Delay in construction due to fibre sheeting not arriving on time.
	J.K.
	Fibre sheeting arrived following day.
	Closed

	347
	3/10/2012
	Server issue is preventing onsite crews from receiving e-mails.
	K.M.
	Server now fixed and all staff notified e-mails are back.
	Closed

	348
	3/10/2012
	Damage to two of the fibre sheeting panels.
	J.K.
	Replacement sheeting panels replaced by the supplier.
	Closed

	349
	4/10/2012
	Reporting template does not have enough detail to provide consistent results.
	K.M.
	For discussion at a management meeting.
	Open 

	350
	9/10/2012
	The price of electric cabling has increased 20%.
	K.M.
	Add to next change request.
	Open

	351
	10/10/2012
	Damage from the storm has created serious ceiling leakage.
	U.G.
	Replace panels and add to next change request.
	Open

	352
	10/10/2012
	Company plumber has resigned.
	K.M.
	Advertise for a new plumber.
	Open




[bookmark: _Toc341705044][bookmark: _Toc379826237][bookmark: _Toc486493061]4.2 Incidents and the Change Management Process 
Most risks involve the variation of one or more of the functions of project management. As discussed in a previous learner guide a variation in any function will require the change management process to be implemented.
An incident in a project will, therefore, require reporting through the raising of a change request, and the signing off by the project sponsor and other relevant stakeholders. 
Remember:
· A risk (something with the potential to happen) should go in the risk register.
· An incident (something that has actually happened) that results in a change to a project must go into a change request.
With the raising of the change, request comes the modification of the project plan, with a new version released. The change register will need to be updated.
Constantly creating change requests and updating the project plan can be a laborious process as minor incidents in the project could happen on an almost daily basis. Usually, the project manager will advise their supervisor and the project sponsor of incidents as they occur, and will add them to a new change request until there are enough changes to warrant an agreement.


Activity 13:
	Discuss the change management process you would use should any of the risks you have listed in previous activities result in an incident. 

	

	     





[bookmark: _Toc341705045][bookmark: _Toc379826238][bookmark: _Toc486493062]4.3 Reviewing Project Risk
The risk management plan needs to be reviewed to ensure it is working well. Risk reviews should occur when:
· There is a major variation in the project that renders some of the documented risks redundant and requires more risks to be added to the risk register.
· Incidents are occurring that are not documented in the risk management plan.
· The project ends.
The first two will definitely occur in a new project where similar projects have not occurred before. These are far less likely to occur in a project where the organisation has managed numerous similar projects in the past and have maintained a good risk management system.
The purpose of the risk review is to:
1. Ensure risk controls are effective and efficient in both design and operation.
2. Obtain further information to improve risk assessment.
3. Analyse and learn lessons from events (including near incidents), changes, trends, successes, and failures.
4. Detect changes in the external and internal context, including changes to risk criteria and the risk itself which can require revision of risk treatments and priorities.
5. Identify emerging risks.
Regardless of history, the final point should apply for all projects. When a project ends, the risks must be reviewed, then made available for future similar projects to reduce the time spent in having to recreate a risk management plan from scratch.
By reviewing the risks at the end of the project and transferring the information into future project plans, this will ensure:
1. The risk management plan can be used in the project plans of future similar projects.
2. The review will ensure any mistakes in similar projects are not made again.
3. The review will ensure future incidents in similar projects are better managed.
4. Areas that need to be closely monitored in future projects are identified.
5. Time is saved in the development of future project plans for similar projects.
A risk review matrix will look something like this:


[bookmark: _Toc334190408][bookmark: _Toc334190553]Project Risk Review Matrix 
	Project Name:      

	Prepared by:      

	Date:      

	Meeting Date:      

	Purpose of Meeting:      



	CHANGES IN RISK FACTORS: Notes

	Identified Risk
	Changes in Probability Of Occurrence
	Changes in Priority
	Changes in Ownership/ Responsibility
	Changes in Needed Response

	     
	     
	     
	     
	     

	     
	     
	     
	     
	     

	     
	     
	     
	     
	     



	Additional Notes/Comments/Agreements/Next Steps:      




It is to be used in a project team meeting for assessing the risk processes. A number of changes may have happened during the course of the project which will change the risk. These changes are all documented in the table above.


Examples of a change in a risk could include:
1. The risk no longer exists. For instance, in a construction project, one of the risks could involve the concrete mix for the foundations not arriving at the required time. Once the foundations have been laid, this risk is no longer existent.
2. The probability of the risk turning into an incident has changed. For instance, the cost of steel at the planning stage of the project was stable, and therefore easy to predict. However as the project has progressed, global steel prices have become very volatile. This increases the probability of the risk occurring.
3. The risk may not have been relevant in earlier stages of the project but will be critical in a later stage. For instance, the risks associated with acquiring and installing windows on a building site will have a very low priority during the early stages of the project when the foundations are being laid but will be a lot more relevant during the stage of the project where the building is covered in.
4. The people responsible for the risks may have changed. For instance, a project team member may have left and have been replaced, or the assignment of responsibilities may have changed within the team.
5. A better solution for managing the risk has been found. For instance, a risk that has been managed through the use of PPE can now be managed through substitution by replacing the old equipment with a new machine that has only very recently become available.
The project manager needs to meet with the team and go through all the risks, reviewing them to determine what the new priorities are and any changes in responsibilities with respect to risk management.


[bookmark: _Toc341705046][bookmark: _Toc379826239][bookmark: _Toc486493063]Conclusion
[bookmark: _Toc336443259][bookmark: _Toc338616593][bookmark: _Toc341705047][bookmark: _Toc379826240][bookmark: _Toc486493064]5.1 What have we learned?
Congratulations, you’re reached the end of the fourth learner guide!
To summarise what you have learnt in this subject:
1. Introduction to Project Risk
Introducing project risk, risk management framework
2. Risk Identification and Rating
Identifying risks, ratings impact of a risk, the likelihood of a risk, a rating of risks
3. Planning the Management of Risks
The hierarchy of controls, inherent and residual risk, risk appetite, brainstorming risks, risk response planning
4. Managing and Reviewing Project Risks
Incidents and the issues register, incidents and the change management process, reviewing project risk
Please review any of the above areas that you are still not familiar with.


[bookmark: _Toc336443260][bookmark: _Toc338616594][bookmark: _Toc341705048][bookmark: _Toc379826241][bookmark: _Toc486493065]5.2. What next?
Now that you have completed the fourth learner guide, you are now ready to commence working through Workbook 4.
When you have completed workbook 4, you may progress to the fifth learner guide which revisits the integration and communications management areas you were introduced to in the first learner guide; only this will focus on the closing of the project and prepare you to work in your own project.
Good luck with your next assessment!
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Vulnerable
What more could be done - it was an incident!


Reactive
Risk management is important, we respond well to  incidents


Compliance driven
Our risk management systems are compliant


Proactive
We continuously improve hazard control and we seek to be safe by design


Resilient
We understand risk and we are chronically uneasy
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