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A61 PENISTONE ROAD JUNCTION IMPROVEMENTS

RISK MANAGEMENT STRATEGY
Version: 3.0

Date: 19/02/13

Status: Final
1.0 Risk Management
A systematic approach to cost risk management has been undertaken on this project. In line with the PRINCE2 Methodology a Risk Register was established at the ‘Starting up a Project’ stage in order to identify record, assess and prioritise the risk associated with the project. 

The Risk Register was established following an initial risk workshop attended by all the project partners and advisors.
The Risk Register is a live document which is maintained by the Project Manager, reviewed and updated at regular risk management meetings and is used for reporting the significant risks to the Project Board.

The Risk Register contains details of all risks identified throughout the life of the project. For each risk it shows details of the risk, its owner, the probability of the risk occurring, the proposed mitigation and its impact.

The ‘Base Scheme Cost’ has been adjusted for the risk associated with the project by undertaking a Quantified Risk Assessment (QRA) utilising the outputs from the Risk Register. The current Risk Register is included as Appendix 10
The current version of the Risk Register provides a snap shot of the risks facing the project at this stage of its development. It will be kept under review at all times, the plan for ongoing risk management is detailed below:-
(i) 
Individual risks will continue to be monitored by their owners.
(ii) 
The project team will review the risk register at regular risk management meetings.
(iii) 
The larger scale risks will be reviewed by the Project Board and SRO.
(iv) 
The Project Manager will ensure the Risk Register is kept up to date and monitor the total impact of these risks.
(v) 
At key milestones the risk register will be formally reviewed and updated. The financial impact and probability of the risks determined at these reviews will be used to populate and update the Quantified Risk Assessment
2.0 Risk Identification and Ownership
The Risk Register is updated and reviewed continuously throughout the risk management process. When new risks are identified during the course of the development of the project the Project Manger is notified and the risk recorded on the Risk Register. Each new risk is then evaluated at the regular risk management meetings held with appropriate members of the delivery team. 
At the initial risk workshops and subsequent risk management meetings, a risk owner was assigned to take responsibility for each risk and identify, and manage, the mitigation measures to be implemented to reduce the probability of occurrence or the impact of the risk.

3.0 Risk Quantification
The process for assessment of each risk is to identify the effects of its occurrence together with the likelihood of the occurrence being realised. The probability of occurrence, expressed as a percentage, is based on the following table.
	Assessment
	Probability %

	Remote
	0 -1%

	Very Low
	1% - 10%

	Low
	10% - 30%

	Medium
	30% - 50%

	High
	50% - 70%

	Very High
	70% - 100%


The financial impact of each risk is analysed by estimating the most likely cost outcome associated with the risk, together with an estimate of the minimum and maximum cost in order to carry out a quantitative analysis of the risks using the @RISK software operated by SYPTE. 

The @RISK software performs Monte Carlo simulation techniques to calculate the financial allowance appropriate to each risk. The total for all the individual risks is calculated in @RISK and the sum of the totals from each risk used as the quantified risk allowance included in the project Cost Plan. The @RISK output report is attached at Appendix 12 
4.0 Risk Mitigation 

The options for responding to the risk are to tolerate, treat, transfer or terminate the risk and appropriate mitigation measures are determined from the agreed response to the risk identified at the risk management meetings. The mitigation measures and actions are recorded in the Risk Register.
Regular monitoring of the Risk Register with the risk owners takes place to review any changes to the status of each risk and review the effectiveness of the mitigation measures, particularly for the significant risks on the project.

Risks at this stage of the project fall into two distinct categories pre contract award and post contract award. Since Planning Permission has been obtained for the Leppings Lane/Claywheels Lane junction and the remainder of the project is constructed within the public highway no further Statutory Powers are required. As such when compared to other major schemes of a similar nature this project can be viewed overall as a lower risk.
A summary of the most significant risks associated with the project are set out below together with appropriate mitigation:-

Pre Contract Award

(i) Accuracy of current works estimates

Mitigation: An independent cost audit has been undertaken and confirmed that current estimates are robust, however at this stage accuracy of construction costs is still a significant risk and will require ongoing monitoring as the detailed deign is progressed. 
(ii) Failure to secure the necessary Traffic Regulation Orders (TRO)
Mitigation: A number of key traffic regulation orders are required for the project to proceed. Failure to secure these TRO’s will result in programme delay, additional cost and significantly impact on the business case. Extensive consultation has taken place with those likely to be most effected and to date a positive position has been reached with all concerned. Sheffield City Council Members who will ultimately decide on whether or not to approve the TRO’s have also indicated their in principle support. Notwithstanding the above securing the necessary TRO’s is still deemed to be a major project risk.  There has been a lull since stakeholders were last consulted due to uncertainty regards project funding however contact has been re-established and further meetings are due to take place early March 2013. The formal advertisement and approval of TRO’s is programmed to take place from September to November 2013. 
(iii) Accuracy of Statutory Undertakers estimates
Mitigation: Initial budget estimates have been supplied by statutory undertakers for diversion/protection works necessary to complete the project. Current estimates are based upon desktop information, this will be refined as the project proceeds possibly including trial hole excavation to accurately locate affected apparatus. 
Post Contract Award

The works contract will be awarded to Amey who are now in a 25 year PFI framework contract with Sheffield City Council. The contract will be awarded on a fixed price lump sum basis issued as an NEC ECC Option A Priced Contract with Activity Schedule. At contract award the fixed price construction cost is based upon a work schedule and drawings priced at the end of the detailed design stage using rates set in the Schedule of Rates within the PFI contract.

The need to maintain a long term working relationship with the City Council should avoid a claim conscious approach that “one off” contracts may engender and we would expect this relationship to limit cost over-runs. The NEC contract does however allow the contractor to recover costs deemed to be ‘Compensation events’ so a selective small number of risks remain in the Risk Register at the construction stage.

The City Council has satisfied itself that the use of Amey to design and build the great majority of transport capital schemes for at least the next five years is the preferred most cost effective and most risk-averse solution. 

5.0 Risk Allowance
The level of risk included in the Quantified Risk Assessment is £234,502 which represents approximately 5% of the estimated works/stats cost.
