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Washington State
" Department of Transportation

Quick Guide — Risk Management

Follow the process described in the WSDOT Project Risk Management Guide.
Risk = uncertainty that, if it occurs, would affect the budget and/or schedule (positively or negatively).

1. Risk Management Planning

Determine the level of risk assessment for your project

Incorporate risk management activities into the project schedule

Make risk management an agenda item for regularly scheduled project meetings
Communicate the importance of risk management to the entire project team
Establish the expectation that risk will be managed, documented, and reported
Report on the status of project risk at regularly scheduled project meetings
Continually reassess the Risk Matrix

®m*0 00T

Risk management is also a key component of project cost estimating and scheduling, and the application
of the Cost Risk Assessment (CRA) and the Cost Estimate Validation Process® (CEVP®) processes.

Risk Management Process
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2. Risk Identification

Risk identification involves determining which risks can affect the project. A risk can be negative (threat) or
positive (opportunity) — both are important to track.

Information Gathering:
e Brainstorming with team members, specialty groups, stakeholders, and regulatory agencies
e Searching the Lessons Learned database
e Examine similar past projects
e Other Methods — questionnaires/surveys, interviews, checklists, examination of the work
breakdown structure, and asking “what if” questions

Risk Matrix: Project Mgmt - Risk Matrix Template, is spreadsheet-based and allows for sorting of risks and
categories

Follow the Risk Breakdown Structure to categorize each risk by Level 1 and Level 2 categories.
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https://www.wsdot.wa.gov/publications/fulltext/ProjectMgmt/Website/ProgramManagementManual.pdf
https://www.wsdot.wa.gov/publications/fulltext/ProjectMgmt/Website/ProjectMgmt-Risk-Matrix-Template.xlsx
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3. Qualitative Risk

Qualitative Risk Analysis involves assessing risks for probability of occurrence and impact on project
objectives. Risks are measured by their “quality” in words rather than quantity in numbers.

Evaluate the probability of the risk occurring:
e “How likely is it that this risk will occur?”

o Very High
o High

o Medium

o Low

o VeryLow

4. Quantitative Risk

Quantitative risk analysis numerically estimates the probability that a project will meet its cost and time
objectives.

Project Value Risk Cost Assessment Recommendation
$10M to $25M Informal workshop using the self-modeling spreadsheet
$25M to $100M Cost Risk Assessment (CRA) Workshop

Greater than 100M Cost Estimate Validation Process® (CEVP®) Workshop

Evaluate the impact if the risk does occur:
e “How many dollars will the occurrence impact the budget?”
e  “How many days/months will the occurrence impact the schedule?”
° “Why?’}

5. Risk Response

Risk response involves developing options and determining actions to reduce threats or enhance
opportunities. The Project Manager and the project team identify a strategy that is best for each risk, and
then select specific actions to implement that strategy.

Threats Opportunities
1. Avoid 1. Exploit
2. Transfer 2. Share
3. Mitigate 3. Enhance
4. Accept
AVOID - (Threat) Changing the Project Management Plan to eliminate a threat. Two types of action: (1)

remove the cause of the risk (risk trigger), or (2) execute the project in a different way while
still aiming to achieve project objectives.

TRANSFER - (Threat) Transfer the risk ownership to another party who is in a better position to manage the
risk. This almost always involves payment of a risk premium to the party taking the risk.

MITIGATE - (Threat) Reduction in the probability and/or impact of a risk event to an acceptable threshold.
Measures to target linkages to the severity may reduce the impact.

EXPLOIT- (Opportunity) Ensure a positive impact or realize an opportunity; make the opportunity
happen. Eliminate the uncertainty of an opportunity occurring.
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SHARE - (Opportunity) Allocating ownership to a third party who is best able to capture the

opportunity, maximize the probability of occurrence, and increasing the potential benefits if it
does occur.

ENHANCE - (Opportunity) Modifies the “size” of an opportunity by increasing probability and/or impact by
targeting and reinforcing its trigger conditions.

ACCEPT - Risks that remain after response actions and/or for which response is not cost-effective are
accepted; risks that are uncontrollable (no response actions are practical) are also accepted.

Actions are identified and assigned to parties that take responsibility for the risk response. This process
ensures each risk requiring a response has an “owner”.

6. Risk Monitoring and Control

Risk monitoring and control tracks identified risks, monitors residual risks, and identifies new risks -
ensuring the execution of risk plans and evaluating their effectiveness in reducing risk.

Risk monitoring and control is an ongoing process for the life of the project:
e Measure project risk management performance, and determining whether a project is tracking to
plan or deviating
¢ Identify new risks throughout the project phases
¢ Re-evaluate existing risks —they can change quantitatively and qualitatively
¢ Adjustrisk response strategy if needed
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