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A Study on Composition and Application of Risk Management Planning and Procedure

for Successful Overseas Construction Projects
- Based on the PRINCE2 Methodology in the UK -

Kang, Sinbong', Kim, Seungchul*
"Department of Business Administration, Hanyang University

Abstract . Risk management is an important element for successful management of overseas construction projects.
This study reports a case study in which we proposed a risk management planning and procedure for plant
construction which can be applied throughout the project life cycle, We analyzed the risk management practices of
Korean construction companies by applying the concept of the PRINCE2 method developed in the UK, and proposed
a risk management planning and procedure with organizational structure and working process, The suggested risk
management planning and procedure was applied to an overseas plant construction project, and produced good results,
It is believed that the procedure suggested here can also be applied to other companies to enhance the competency in the

global construction market,

Keywords : Risk management planning and procedure, Plant construction, PRINCE2, Global construction

1. ME

110170 i o =5

Engineering News Record (ENR)ol| w2 Af|A] A4 Al
7ol A AlA Adate] wig el 20009 13 6512
Iof A 2010\ 0fl= ¢F 33899 Ee|= F7Fstal Ql= F=Allo]
THFig. 1), 2 = A4 7192 = A4 ﬁ7]94 AL}

A& A% =219 o A= sfje] Ak X stof ook
St = 7FR 9] T2} HERS LAk QT 3"]1 A< a<]
21 FA] 5= 1965\ Hf=r s E] Ut EjSE a1y 2
I 2 A E (Pattani Narathiwat Highway Project)S A|2Fo. &
T8 S7Fste] 2010\ ofl= AP 23191 71691E2] ==

* Corresponding Author: Seungchul Kim, Professor, Department of
Business Administration, Hanyang University, Seongdong—Gu
04763, Korea
E—mail: sckim888@hanyang, ac,kr
Received November 14, 2015: revised November 24, 2015
accepted December 1, 2015

L8  stmzMmastsl =28 FMi7H M1 2016 12

A Tfste] sle] APgellA] FE3 aiet AR o)1
29 4710 mA ] 28HE Slek AR Ao
A Sl ulEe A0z Shojs) b ol se) A
& 5% 3 917 A1joleks BA4fo] glow] T1o] wrebd A

=] A, AR, 23}, 7 5 HhRt 2= gl iail
ol reldol ofshd 7heAdo] = 5% 7HAAL itk
(&3 2] 2006).

A ARt sl ZRAES] A1 ST i, &
Qo] g g ZFAEL Flyvhjerg et al, (2003)0] %
Hje} o] T2 JA A gjAdof ik o] Qlrt, 53] 224
Eof| thigk AUzl /dgoll thet HakE24] Akar wiZol] A4 ¢
T A] S ofmju] ARy, AR G5 A ZRAE AMA L &
FSE REY, g WE oI59] ofelE, XE=e] o HE
A A Foll et E51t AP 245 ZRAE O] Ao
Fo] WY E AEE YA Sohe B9 Uk A4
o7 O]Eﬂ?ﬂ Qo158 A E _-_7] ;qoq =i} Ao]/doﬂ KA
291 @& v A|A HckFlyvbjerg et al, 2003).

30 1
i)
up

2

PARSE s

d



sle) ZRAESL BRC ¥7] xads
ARE A, 2, A, AR 2
of ol A Thepet Behe] ol Tl
279317 Bk, ofefat A9 498 5L AR
Wao] ofZEt fAaE BRA0E Bele A
o] 522 ETPslol, ol sle] 74 TRAE] Sy
ohfef, F= A4 71 0= AL Slat B4

ml

Q1 4o
sgRteheld=r 2] 2010).
<Past Decade's International Contractor Revenue (in $ billions)>
(ENR 2001-2010)

450
400
350
300
250 -+
200
150
100

1

0 4

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Fig. 1. Sales change of International Contractor (2001~2010):
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Fig. 2. Risk Management Procedure (PRINCE2 2009)
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Table 1. PRINCE2 Structure (PRINCE2 2009)

PRINCE2 Structure Purpose Description
Proiect Environment »PM Principles of | —PRINCE2(Project IN
) PRINCE2 Controlled Environment

—Starting Up a Project
—Directing a Project
—Initiating a Project
—Controlling a Stage
—Managing Product Delivery
—Managing a Stage Boundary
—Closing a Project

PRINCE?2 Process |P»7 Processes

—Business Case
—Organization
—Quality
PRINCE2 Themes | P 7 Themes —Plans

—Risk

—Change
—Progress

PRINCE?2 Principle |»7 Principles
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Table 2. Application Tools of Risk Management Procedure
(PRINCE2 2009)

Step Description

» Contract Management Controlling Sheet
P Risk Register
P Risk Identification Techniques

— Review Lessons

— RiskCheckList

— RiskPromptList

— RiskBreakdownStructure

Identify

Assess » Probability and Impact Matrix

» Risk (threats and opportunities)

Plan
Responses

» Risk Management Organization
» Role and Responsibility
» Work Process for Risk Management

Implement

» Communication System and Network

Communication
» Reports

Step 1& A14] 27] WAl 3 ZRAEe) olam
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o AR mero 2 Al el HekS S Fie,

2oye e

Step 1: Risk Mgmt. Planning

Step 2: Risk Mgmt. Procedure

1. Identify

2. Assess

3. Plan

4. Implement
5. Communicate

I. Contract Management

Controlling Sheet II. Risk Register

(Commercial only)

1. Scope:
1) Risk Mgmt. for Commercial Contract
P

. Purpos

. Scope :
1) Risk Registration of Project

N

Purpose :
1) Risk Mgmt. in execution of Project.
ntents :

w

/Assessment of Risks
t of Risk Mgmt. Strategy and |

Plan |
RBS(Risk Breakdown Structure)
4. Implementation Plan :
1) Follow-Up on registered risks according to |
certain described work procedure.
Meeting for Risk Mgmt. with
PM/SM/Functional Division; i
Director's Discretion

Step 3: Claim Mgmt. Procedure

& Change Order Procedure

1. Claim Mgmt. Procedure
2. Change Order Procedure

Fig. 3. Summary of Risk Management Planning and Procedure
(PRINCEZ2 2009)
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Table 3. Risk Management Planning and Procedure2| @ Contract
Mgmt. Controlling Sheet and @ Risk Register

AIHRE| 7|01 PRINCE2Z 7[Hto2 —

Contract Management

Controlling Sheet A TS

Category

10 General 25
11 Inspection and Testing 5
12 Insurance 2
13 Law, Regulation and Owner's Permit 12
14 Limitation of Liabilities 2
15 Owner's Responsibility 8
16 Owner's Right (Audit & Intellectual Property) 3
17 Payment (Import/Local) 10
18 Procedures (HSE & Others) 10
19 Scope of Work & Supply 8
20 Suspension & Termination 9
21 Taxed and Duties 2
22 Time Schedule 5
03 W‘ar‘ramies and Guarantees (Performance/ 8
Minimum Performance)
Total 147

» Risk Management for
Scope ,g » Risk Registration of PLC
Commercial Contract

» Protection to Risk
Purpose | P Establishment of Contract
Risk Strategy

» The Management of
Execution Risks

» Risk Response Strategy
and Execution Plan

P Risk Identification of RBS
(Risk Breakdown Structure)

» Monitoring to Contract
Composition| » Change Order/Claim
Management

Application | » Confirm Performances of P Tracking for the risk Iltems
Method Major Contract items(PM/SM) | > Risk Meeting : Once a month
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Table 4. Contract Management Controlling Sheet Sample

No. Calegary No. of Related
Contract Clause
1 Change Order & Claim (Arbitration) 6
2 Civil Works for onstruction 2
3 Commissioning & Training 7
4 Completion 2
5 Delay Damages 3
6 Delivery 5
7 Direct Invoicing 4
8 Drawings and Specification 7
9 Force Majeure 2
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Very high
0'9 71.‘% o.ms 0-09 . . .

High

07 S1-70% 0.035 0.07 0.14
2
i% f
Medium
ﬁ 05 o e | 0025 | 005 o1 ..
Low
03 11~30% 0015 003 0.06 0.12 -
Very low
01 up to 10% 0005 001 0.02 0.04 0.08
Low Medium High Very high
Probability & Impact
G 01 02 04 0.8
Matrix
Impact

Fig. 4. Probability and Impact Matrix (PRINCE2 2009)
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Fig. 5. Risk Management Organization Chart
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Table 5. Detail Description of Risk Register Variable (PRINCE2 2009)

Details
— Provides a unique reference for every identified risk
— It will typically be a numeric or alpha—numeric value Eg.)
Plant Code— sequential Numeric value

Category

Risk Identifier

Risk Author
Date Registered
Risk
Category(RBS)

The person who raised the risk

Date need to be register on Risk Register.

The type of risk in terms of RBS (Risk Breakdown Structure) :
Refer to Attachment #6

In terms of the cause, event(threat or opportunity) and effect

Risk Description
P (description in words of the impact)

Risk Estimation | — Estimate the inherent values (pre—response action) and

(Probability, residual values (post—response action)
Impat_:tand — It should be estimated according with certain chosen scales
Rating)
— This value means how close the present time the risk event in
- anticipated to happen (eg. Levell : Imminent, Level 2 : within
Proximity > PP ¢

stage, Level 3 : within project, Level 4 : beyond project)
— |t should be estimated according with certain chosen scales

How the project will treat the risk in terms of the project’'s chosen
categories (eg. For threats, For opportunities)

Risk Response
Categories

— Actions to resolve the risk, and should be aligned to the
Risk Response chosen response categories

— Note that more than one risk response may apply to risk

Risk Status |Described in terms of whether the risk is active or closed
Date Closed |Closing Date need to be registered on Risk Register
Risk Owner | The persons of team responsible for managing the risk

Risk Actionee |The person(s) who will implement the described in the risk repose.
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Fig. 6. Work Process for Risk Management

2 Aol AT Blaz B AR L AR o] A
mrAEo] 27 P4t ) ZRAE] 2Ad PS¢
o SRl o), weA, & AN R =S W)
of B3I 44 WHsle] B8 S ) B9 BE
29l 223 IS Qi 2 dolA AE Z7te) 8
A5 Ws) = 2 Aol o Bl elaa pelrt
oo} 4- 9lg Ao Tk,

iﬂLL.

5. 2|&3z22] A= H X HE Zut

& Aode sliel U Z2AE 4
3 2MdE =laa v A Y dxpe) AA| 28 a3y
=oAL J1of whE AR =3tk }fﬂﬁk

& AFollA Al 2laa ] Al
& SHEALALS] Sl PARS] Elof 1 3t 1570
o] o] ZRAEZ o]Rojx] 22T ZRAE WS 9
T 2l23 e el 285t Table 6+ sl d =
AE ol 2l2am e ARl 9 date] 28 A3k 8okt

hh  s=zsmeiss =27 F7E Mis 20164 12

Ao}, 2a= FEH} AR olqpARe Adejol & 28
w3z Qlek,
Table 6. Application Status of Risk Management Planning and

Procedures

Classification Application Status

» Application based on the working
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@ Contract P
management procedures.
Management ) ; ,
Tool . » Sharing Information and following—up
Controlling Sheet . L
Application after list—up about the major items on
for Risk the main contract with the owner.
Management » Continuous registration into the Risk
. . Register.
@ Risk Register o .
K P Periodic discussion and management
to all the regenerated Risks
. » Consisting of Risk management
Organization

organization at Project starting time

» Preparing Risk Management Strategy

Working P
orKing Frocess and Risk Management Plan
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