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EXHIBIT 11.12

COMMON PROJECT RISK STRATEGIES

STRATEGY TYPE OF RISK EXAMPLES
Avoid Threat 1. Change project plan and/or scope

2. Improve project communications

3. Decide not to perform project
Transfer Threat 1. Insurance

2. Fixed-price contract

3. Hire expert
Mitigate Threat 1. Lower probability and/or impact of threat

2. Build in redundancy

3. Use more reliable methods
Accept Threat and opportunity 1. Deal with it if and when it happens

2. Establish triggers and update frequently

3. Establish time and/or cost contingencies
Research Threat and opportunity 1. Get more and/or better information

2. Verify assumptions

3. Use prototype
Exploit Opportunity 1. Assign talented resources to project

2. Give more emphasis to project
Share Opportunity 1. Allocate partial ownership to third party

2. Form joint venture
Enhance Opportunity 1. Increase probability and/or positive impact

2. Identify and maximize key drivers

3. Add more resources
Source: Adapted from A Guide to the Project Management Body of Knowledge (PMBOK® Guide) (Newtown Square,
PA: Project Management Institute, 2008): 261-263; Paul S. Royer, Project Risk Management: A Proactive Approach
(Vienna, VA: Management Concepts, Inc., 2002): 35; and Eric Verzuh, The Fast Forward MBA in Project Manage-
ment, 2nd ed. (Hoboken, NJ: John Wiley & Sons, 2005): 100-103.

accepts the risk would insist on a higher price to cover her uncertainty. A fixed-price
contract can be used when the scope is well defined. A developer who wishes to trans-
fer risk to an owner would prefer a cost-plus contract under which she is compensated
for her cost plus a certain amount of profit. The owner, in turn, would prefer to drive
for a low cost in such an arrangement because he is assuming the risk. This risk trans-
fer strategy of using contracts is employed when the scope cannot be defined
completely. Other types of contracts can be written so that both parties share the proj-
ect risk.

A third risk transfer strategy is to hire an expert to perform the risk and to hold that
person accountable. None of the transfer strategies eliminate risk; they just transfer the
risk and let someone else assume it.
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