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Cost Risk Assessment 



Addressing Cost and Schedule Concerns 

 Risk Identification 
 Qualitative and Quantitative 

Risk Analysis 
 Value Engineering and Mitigation 

Strategies 
 Risk Monitoring and Control 

Analysis  
Needs 

  How much will it cost? 
  How long will it take? 
  Why does it cost that much? 
  Why does it take that long? 

Usual  
Questions 
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Risk Management Process 

Step 1: Cost Risk 
Assessment 

Base cost review, 
identification and 
quantification of cost 
and schedule risks. 

Step 2: Risk 
Response 

Development of risk 
response strategies 
and alternative 
solutions (Value 
Engineering). 

Step 3: Monitor and 
Control 

Continuous risk 
tracking, monitoring 
and reporting. 

Financial 
Planning 

Risk Allocation 

Decision 
Support 
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Overview of Project Cost 
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 Structured workshops to build 
consensus among various 
stakeholders.  

 Engagement of internal and external 
Subject-Matter Experts. 

 Sessions by functional assignment 
to: 
 Identify Risks. 
 Quantify Risks. 
 Discuss risk response and mitigation 

strategies. 
 

Consensus-Based 
Workshops 
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 Monte Carlo Simulation 
 Base cost and uncertainties 
 Cost Event Risks 
 Schedule Event Risk 

How the 
Modeling Works 

Event Risk 

Project Schedule Risks 

Prices 

Quantities 

Project Cost Risks 

Environmental 

Permitting 

Right of Way 

Utilities 

Civil Design 

Geotechnical 

Structures 

Contracting 

Hydrology 

Materials 

Maintenance 

Operations 

Funding 

Market Conditions 

Schedule 

Construction 

Management  
and Stakeholders 
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Making the 
“black box” 
transparent  



“Contractors don’t take risks, they price them!” 

Source: http://mcgladrey.com/eClubNews/Change-orders-outsize-
construction-contracts 
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 Risk Assessment’s aim is to assess 
potential impact of various scope, 
event, and budget risks on the 
project’s cost and schedule. 

 Risk Management’s aim is to 
identify opportunities and 
mitigation strategies to reduce both 
the likelihood of an event 
occurrence and the potential effect 
if it occurs.  

 

Risk Management 

Probability of Occurrence 

Impact 
Initial Risk 

MANAGED RISK 
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Risk Management System Tool 
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First Six Projects under Design 

Project Pre-CRA 70% CRA  Delta 
Greatest Risk  

Affecting Costs 
Greatest Risk  

Affecting Schedule 

I-10/Near-Term 
Improvement Strategy 
Operational Improvements 

$183.4M $173.5M $9.9M 
ROW for Alameda Bike-

Ped Overcrossing 
($4.4m) 

Program Cash Flow to fund 
Project 

(6.6 months) 

Loop 101/I-17 to SR-51 Add 
Lanes $116.6M $115.2M $1.5M Design Uncertainties 

($3.4m) 
Hotspot Analysis Mitigation 

(2.5 months) 

Loop 101/SR-51 to Princess 
Dr Add Lanes $58.4M $61.1M -$2.7M Fill Borrow Costs 

($3.1m) 
Hotspot Analysis Mitigation 

(2.5 months) 

Loop 303/SR-30 to I-10 New 
Freeway $157.2M $134.0M $23.2M 

Section 4(f) Analysis at 
Yuma Rd/Cotton Ln 

($8.3m) 

Section 4(f) Analysis at Yuma 
Rd/Cotton Lane 

(7.8 months) 

I-17/Happy Valley and 
Pinnacle Peak traffic 
interchange improvements 

$44.2M $44.8M -$0.6M Differing Site Conditions 
($1.3m) 

Environmental Clearances 
(5.2 months) 

I-10/Loop 303 Phase 2 
Traffic Interchange $91.8M $90.2M $1.6M Differing Site Conditions 

($1.5m) Migratory Birds (1.5 months) 

SUMMARY: $32.8M 
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