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Seminar 3: Refresh Your Risks into Opportunities
Agenda

Piloting through difficult waters

Creating collective risk awareness among the stakeholders

Systemising the unforeseen throughout the project lifetime

Case review

A pilot is a mariner who guides ships through dangerous or congested waters, such as harbours or river mouths. Legally the master remains in command_ of
the ship. The pilot is a senior adviser only. It is one of the oldest, least known professions and yet one of the most inportant in terms of maritime safety. The
economic and environmental risk fromtoday's large cargo ships makes the role of the pilot essential.

Source - Wikipedia
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Introduction

* Poyry is an international consulting,
engineering, and management
company, specialised in large
industrial capital investment projects

* Investment project risk management
from a practical point of view.

* Poyry Co-Pilot™ risk management
process (quantitative)

* Definition: identification,
evaluation, management, and
documentation of uncertain events
throughout an investment project’s
lifecycle.

* Piloting through difficult waters
— Current economic situation has

created difficult waters

— Projects as entities encounter

difficult waters

— Risk analysis serves as a tool for
project management, much like

the pilot to the ships captain.
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Creating collective risk awareness among the stakeholders

Collective risk awareness is essential for an efficient and functioning risk management
process within investment projects. Available resource time is limited, and
consequences of unforeseen circumstances realise and escalate rapidly. In Péyry Co-
Pilot™ risk management process a collective awareness is established through the
following;

Communication

Ownership

Commitment

Timing, Delivery, Facilitation

Participation
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Creating collective risk awareness among the stakeholders

Communication
— Risk management objectives
— Review meetings

— Access »
— Tools >
Ownership

— Overall Process
— Ofidentified risks

Commitment
— Stakeholders and management

Timing, Delivery, Facilitation P

Participation
— Ensure correct participation at correct time
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Systemising the unforeseen throughout the project lifetime

Systemising - implementing through
orderly action and planning.

Risk management process needs to
be proactive in forecasting and
planning actions related to
uncertainties before they appear as
actual issues (realised risks)

Proactive forecasting is most
effective when adhering to formal
structure and process.

Structure
Of the process »
Within the process
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Systemising the unforeseen throughout the project lifetime

Process (iterative)

Define the of the risk management scope (engineering, construction, erection,
comm etc)

Browsing and identification (structures the discussion, aids definition of
responsible) »

Analysis and evaluation (% and €) »

Strategy (tolerance level, then eliminate, mitigate, transfer, insure, or accept) »
Actions (assign responsibility and timing, aim reduce impact / probability or both) »
Control (reporting, monitoring and feedback, trend analysis) »

Riskidentification

\

Risk evaluation

Planning ways to
manage risks

Implementation
and follow-up
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Systemising the unforeseen throughout the project lifetime

Benefits of a systematic approach
— increased transparency
— awareness
— cost savings
— working method improvement
— possibility to work on a higher risk level

— documented risk reporting
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Case review

Greenfield Pulp Mill

Over 100 risks identified over 14 months, and
4000 mhrs participation in risk management

Projectresultwas excellent, started ahead of
schedule and metprojectobjectives ofcost,time,
milestone achievement, and startup

Summaryoffindings provided in evolution curves

Participation

Good coverage although some areas not
included in risk managementscope

Creation of awareness

Commitmentfrom clientgrew over course of
project

Participation in pre work

Review meetings

Website

Intermediate meetings

Systemised Result

Meeting schedule
Knowledge browser and evolution curves
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Case review

Identified risks with actions reducing
probability and impact

Strikes

Steam supply

Risks the project had little control over
Customs strikes

Risks accepted by management

Main transformer —impact
disastrous, probability extremely low
Steam supply — re-planning cheaper
than risk elimination

Underestimated risks
Logistics and raw material related.

Gains

Unidentified Risks Strike avoidance — savings through

Contaminants in process —was
identified as subject of project
actions but not as a risk — actions
were under dimensioned.

less lost working days hence less
delays to be recovered

Start up 10 days early — savings and
gains worth USD 13.3 M
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Linked slides
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Website
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Tools - User Interface
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Process description

‘Pre-project’ risk management

RM review meetings before important milestones of RM closing >
to assist in decision making the project meeting
Plar ning > Englneerlng Pr ocurement> Construction > Productlon/
| Country, legislation, permitting |
Procurement and expediting

| Schedule |
| Cost control and follow-up |

| Detail engineering
| Quality
| Scope coptrol |
| Safety and security
|HumanREwumes |
| Project management |

Communication coordinatjon |
Contractors |

missioningl
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Risk Management Implementation

Pre meeting preparation

work

1st risk review meeting
with project team

|

Report of risks,
their values and
determined actions

All rights rese

Interactive
database
for risk follow-up

rved. No part of this document may be reproduced in any form or by

any means without permission in writing from Poyry.

Copyright © Poyry

“\closure meeting

Risk management

T

o

Risk review
meeting

e

_,._, Risk review _». _,|Risk review
meeting meeting

S POYRY



Risk Management Implementation
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Risk Knowledge Browser

Based on
experience from
previous projects
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Risk List and Evaluation

“Probability and

“Timpact of risk are

determined

Risk list for different main categories
XXXxxx 2006 Probability Impact
Implementation Phase
11 |Engineering
11.2.2 |Initial data for engineering is not receiv ed on time, which 70 | 5000 000
will result in delay s of engineering.
12 |Procurement
12.2.1 |Incomplete enquiries may resultinincomparable offers 30 5000 000
which may result in incorrect desicions.
12.3.2 |Clear definition of scope of supply and deliv ery limits 80 1500 000
(delivery and engineering) missing. Some 'gray' areas
may exist.
13 |Suppliers
13.2.1 |Sub-supplier chain of the suppliers is not known or 60 10 000 000
seems guestionable
13.2.2 |Suppliers use same sub-suppliers 30 10 000 000
13.2.3 |Av ailability of certain materialsis unknown 20 1500 000
14 |Schedule
14.2.3 |Constant slipping from schedule, which may resultin 30 15 000 000
delay of start-up.
14.3.2 [No procedure for correctiv e actions if delays noticed 60 2000 000
I5 |Project organisation
16 |Permits
17 |Site
18 [Safety
18.1.2 |No follow-up or documentation of violations against 20 5000 000
safety regulations, which may result in severe
accidents.
18.1.4 [INear miss incidents are not documented or reported 50 1500 000
19 |Construction
110 |Budget
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Risk Map and Evaluation

Acceptable
risks under
project’s
risk
tolerance
curve

RiskMap / XXXxxx 2006 Unacceptable
risks above
1000 i ! i
: |7 project’s risk
)| ]
\ tolerance curve
100 S =
) AWV |
3 S 1 )
z \ 5. y - )
3 10 —iﬁ%
(@]
a re ¢t =
S —r
/ —
0,1
0 25 50 75 100
Probability %

Arisk map is plotted, risk tolerance level can be adjusted according to the chosen

risk strategy.
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Tool — Action Planning

Severe risks: Actions and status
Previous situation New situation
Risks Determined action Responsibility Timing robability mp act Probability Impact
Initial data for engineering is not | Followup of vendor's document
received on time, which may delivery and start charging agreed
R1 |[resultindelays to engineering penalties for late documents NN 5.8.2009 65 5000 000 50 500 000
Incomplete enquires may result | Extra effort required in enquiry
inincomparable offers, which preparation - one additional
R2 |may result in incorrect decisions |resource required NN 5.7.2009 35 5000 000 15 1000 000
Clear definition of scope of Inspect scopes of all stakeholders
supply and delivery limits is with the assistance of an
missing. Grey areas may exist |experienced project auditor
R3 [resulting in additional costs NN 16.6.2009 80 1500 000 10 1500 000
Near miss incidents are not Start procedure for reporting near
documented or reported, which |missincidents and establish
may result in future serious penalties for violating procedure
R4 [injury NN 15.7.2009 50 2000 000 5 2000 000

For the severe risks (above the risk tolerance),

and their impact are planned.
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Tool — Action Planning and Follow-up

ACTIONS /1234 Position of risk prior to
determined action
1000
\ . .
100 A Position of risk as
B T consequence of
(@)] ) i
S 9 R o F6 determined action
o] / =]
‘8’ 10 : <+ RS
=) A& P
(al B4 —‘P'n~--
~ y RS —————
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A
0,1
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Probability %

When actions have been determined and their effect on the identified
risks evaluated, a map of the new situation will be plotted. >
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Risk evolution — combined categories
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Risk evolution — one category
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