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see also finance; ordinary shares;
preference shares

concepts 110–12, 119, 123–6, 127–8,
136, 143, 165, 167, 171–6, 184,
334–5

definitions 123–5
dividends 110–11, 124–6, 145, 165,

171–6, 188, 198–9
equity risk

concepts 127–8, 136
risk management 136

Erasmus 230
estimates

see also forecasts
project management 241–56
risk management phases 46

ethics 43, 190–1, 350, 367
ethnic tensions, political risks 102–3
European Commission, corporate

governance 278
evaluate phase, risk management 46
evaluations of risk, concepts 2–3, 46–7,

62
evolution, risk management 39–44
Excel see Microsoft Excel
exchange rates see currency . . .
expected losses (ELs), credit risks

289–90
expected monetary value (EMV),

concepts 93–4
expected values

see also internal rate of return
concepts 147–8, 160–5

expert judgements 12, 140–1
export credits 116–18
exports, country risk analysis 105–6
exposure at default (EAD) 289
external conflicts, political risks 102
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facility risk rating (FRR)
concepts 284–5, 288–90, 293–6
rating sheets 295–6

failed projects, lessons learned 37
Failure Modes and Effects Criticality

Analysis (FMECA), qualitative
technique 71–2, 86, 350

FAST see functional analysis system
technique

feasibility studies 40–1, 90, 249–50,
253–6, 264

fiduciary duties, boards of directors
182–3, 223, 270–1, 273

finance
see also debt . . . ; equity . . . ; financing

projects
concepts 109–43

financial assets, strategic business level of
organisations 220–2

financial decisions, corporate finance
110–11, 196–7

financial institutions 105–6, 188–9,
221–2, 276–8, 292–302

country risk analysis 105–6
credit risks 292–302

financial instruments
see also debt . . . ; equity . . . ;

mezzanine . . .
concepts 116–26, 158, 167, 221–2,

334–5
definition 116
MPT 230–3
types 116, 158, 167, 221–2, 334–5

financial markets
efficient markets 145, 343–6
hedging 54
MPT 230–3

Financial Reporting Council 272
financial risks

banks 129, 137
concepts 15–18, 19, 20, 40–2, 99–100,

105–6, 109–10, 126–30, 132–9,
143, 166–76, 253–6, 325–6

country risk analysis 99–100, 105–6,
130, 133–4, 138–9

portfolio modelling 166–76
projects 19, 126–30, 132–9, 166–76,

253–6, 325–6
risk management 132–9, 143, 166–76,

253–6, 325–6
sources 105–6, 126–30, 132–9

financial statements analyses, corporate
finance 110–11

financial techniques, corporate finance
110–11

financing projects
basic features 112
bonds 111–12, 116, 119–24, 135–6,

143, 165, 167, 334–5
concepts 5, 109–43, 154–7, 165,

167–76, 283–302, 333–47
crude oil and refined products 6, 333–5
debt finance 110–12, 116–24, 136–7,

143, 154–8, 165, 167, 171–6, 198–9,
283–302, 334–5

definitions 111–12
equity finance 110–12, 119, 123–6,

127–8, 136, 143, 165, 167, 171–6,
184, 334–5

financial instruments 116–26
financial risks 126–30, 132–9, 166–76,

325–6
income streams 113–15
mezzanine finance 111–12, 116,

119–23, 143, 167, 334–5
non-financial risks 130–2, 143
refinanced projects 155–7

First American 40
Fisal 371, 373, 377–9
fiscal/regulatory risks, concepts 23,

129–30, 131–2, 198, 202, 253–4,
261, 275–6, 375–6

five-year commitments (FYCs) 235–6
fixed rate bonds, concepts 121
flexibility

risk modelling advantages 139–40
value trait 87

floating rate bonds, concepts 121, 154–5
floating rate notes 154–5
floods 74–6
floors 54, 136
flow charts, quality controls 315–16
FMECA see Failure Modes and Effects

Criticality Analysis
focus phase, risk management 45–6
force majeure events

see also unknown unknown risks . . .
concepts 13, 30–3
definition 30
instances 32–3
typical clauses 31

Ford 189
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forecasts
see also estimates
cash flows 159–60, 165–76
project management 241–56
strategic planning 225–6

foreign debt, country risk analysis 105–6,
118

foreign exchange rates see currency . . .
formation issues, businesses 5, 211–14
forming function, corporate functions

193–5
forward contracts 26, 134, 222, 339–47
forward rate agreements (FRAs) 134–5,

222
France, corporate governance 276–8
Franklin, Benjamin 39–40
FRAs see forward rate agreements
fraud risks 129, 198, 299–302
FRR see facility risk rating
FTSE index 181, 210
functional analysis system technique

(FAST), concepts 89
functional analysis VM technique,

concepts 68, 89
fundamental risks, concepts 29
future prospects

corporate risk management
209–10

project risk management 256
futures 54, 221–2, 339–47
FYCs see five-year commitments

gambling 1
Gantt, Henry 240
GAP analysis 203
gas projects, portfolio modelling example

171–6
GDP see gross domestic product
gearing

see also debt . . . ; finance; leverage
concepts 110–11, 125–6, 136–7, 143,

194
genetically modified crops 320
geological risks, concepts 31
Germany 276
gestation lags, projects 117
GFDs see group financial directors
global risks, concepts 5, 20
global warming 30
globalisation 1, 5, 20, 198–201, 215
GNP see gross national product

goals
concepts 193–5, 247, 250, 255–6
definition 194
project levels of organisations 247,

250, 255–6
God 7
Gould, Edward 332
government stability, political risks

100–2, 372
Greenbury Report 271
grid analysis tools, credit risks 296–8
gross domestic product (GDP), economic

risks 104–5
gross national product (GNP), economic

risks 104–5
group financial directors (GFDs) 2
groups

brainstorming qualitative technique
69–71, 86, 95, 106–7

Delphi qualitative technique 70–1,
98–9

HAZOP 71, 86, 350
risky decisions 70

Guide for Directors on the Combined
Code see Turnbull Report

Gulf War 26, 131
gut feelings 12, 60

hackers 209, 366
Hampel Report 271
hard benefits, risk management 27–8,

58–60
Hazard and Operability Studies

(HAZOP), qualitative technique 71,
86, 350

hazards
concepts 16, 71, 86, 205–8
definition 205

HAZOP see Hazard and Operability
Studies

health hazards 206
Health and Safety at Work Act 16, 43
health and safety and the environment 16,

183–4, 198, 199–200, 202–10,
253–4, 350, 366

Health and Safety Executive (HSE) 183,
204

hedge funds 188–9
hedging 54, 136, 138, 188–9
heuristics, concepts 27–8
histograms, quality controls 315
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historical background
corporate governance 269–76
corporate level of organisations 181–4,

208–9
project management 239–41
risk 9–10, 39–44, 208–9

historical risks, statistical profile 57–61,
72

HM Treasury 279
holistic risks, concepts 20–1, 43
Home Secretary 183–4
Hooten, J. 1
hostile takeover bids 198–9

see also acquisitions
Household International 269
HRT 30
HSBC 199
HSE see Health and Safety Executive
human assets

see also employees
strategic business level of

organisations 222–3
human errors, types 206–8
human risks, concepts 16–18, 27–8, 43,

202–10, 254–6, 303–18, 368, 378
humans, health and safety and the

environment 16, 43, 183–4, 198,
199–200, 202–10, 253–4, 350,
366

Hummurabi Code 39

iatrogenic risks, concepts 29
ICAEW see Institute of Chartered

Accountants in England and Wales
ICE design and practice guide 85
identification of risk

see also risk management
concepts 2–3, 4, 9, 11, 15–18, 20–1,

40–60, 65, 72–3, 76–7, 106–7,
153–4, 197–202, 220–37, 242–56,
257–68, 325–32, 363–8

corporate level of organisations
196–210, 257–68, 274–6, 349–61,
363–8

definition 47–50
information-gathering processes

49–50, 257–68
inputs/outputs 48–52, 58, 61, 63–4,

72–3, 153–4
outputs 48–52, 58, 61, 63–4, 72–3,

153–4
pharmaceutical industry 325–32

processes 47–50, 61–4, 76–7, 257–68,
359–61

project levels of organisations 242–56,
257–68, 325–32, 333–47, 349–61,
373–9

risk management techniques summary
106–7

risk registers 6, 50, 72–3, 106, 202–10,
226, 258–68, 349–61, 363–79

strategic business level of
organisations 220–37, 257–68,
349–61, 368–73, 378–9

identify phase, risk management 46
IFC see International Finance

Corporation
impact assessments 10–12, 22–3, 27–8,

33–4, 43, 54–5, 73–6, 83–4, 106–7,
181, 202–10, 219–20, 231–3,
249–56, 350–61, 368–9

Imperial Chemicals Ltd 71
implementation (pre-completion) stage,

project risks 18–19, 247–56
imports, country risk analysis 105–6
incidents, definition 204
income bonds, concepts 122
income streams, financing projects

113–15
indexes

FTSE index 181, 210
passive portfolio strategies 145–6,

147–8
indifference curves 92–4
industrial relations, project risk

management 248
inflation

concepts 104–5, 135–6, 188, 313–14
stealth inflation 313–14

influence diagrams 41
information qualities, tools and

techniques 69, 257–68
information software (IS)

see also IT . . .
concepts 24–5

information sources, corporate
management 186–7, 257–68

information-gathering processes,
identification of risk 49–50, 257–68

inherent risks, concepts 21–2, 27, 131
inputs

identification of risk 48–52, 58, 61,
63–4, 72–3, 153–4

risk modelling 10–11, 139–43, 148–9
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Institute of Chartered Accountants in
England and Wales (ICAEW) 1,
275

Institute of Internal Auditors 272
institutional investors 188–9, 221–2,

276–8
institutional risks, concepts 28
insurance 9–10, 16, 20–1, 39–44, 54,

61–4, 98, 116–18, 122–3, 133–6,
198, 203, 253–4, 273–4

risk transfers 54, 61–5, 203, 273–4
wrapped bonds 122–3

insurance companies, debt finance
116–18

intangible assets
holistic risks 20–1, 43
types 20, 43

intellectual property, intangible assets 20
interdependencies

diversification 151–2
risk models 10–11, 151–2

interest rate swaps, concepts 135, 222
interest rates, debt finance 117–26, 127,

143, 171–6, 188, 222, 292–3
interest rates risks

concepts 117–26, 127, 134–6, 143,
171–6, 222, 365

risk management 134–5, 222
internal audits 63, 72, 192–5, 209, 252,

271–82
internal conflicts, political risks 101–2
internal control systems 1–2, 192–7,

270–82
see also control . . . ; corporate

governance
definition 279

internal rate of return (IRR)
concepts 80–4, 95, 147–9, 160–5,

167–76, 257, 340–7
multiple IRR projects 163–5, 171–6,

340–7
internal ratings-based approaches (IRBs),

credit risks 283–4
International Finance Corporation (IFC)

18
see also World Bank

International Standards Organisation for
Standardisation 305–6, 318

see also ISO . . .
Internet 199
interpretation risks, concepts 24, 132
interviews 42, 61, 71, 86, 106–7, 350

intrapreneurship, concepts 197
intuitions 12, 60, 70–7, 86
investment banks 116–18
investment climate, political risks 101
investors 9, 34–7, 138, 202, 229

foreign investors 138, 202, 229
rational investors 230–3
returns 9
stakeholders 34–7

Iran 99
IRBs see internal ratings-based

approaches
IRR see internal rate of return
IS see information software
ISO 9000:1994 standards 305–6
ISO 9000:2000 standards 208
ISO 9001:2000 standards 305–6
ISO 9002 standards 305–6
ISO 9003 standards 305–6
ISO 9004 standards 305–6
ISO 14001:2004 standards 207–8
ISO 14004:EMS standards 207
ISO 19011 standards 207–8
iso-risk curves, risk mapping 73–4
IT risks

see also software; technology . . .
concepts 24–5, 29–30, 72, 198, 209,

237, 248, 251–6, 351–2, 366, 371,
376–9

Jaguar 189
jargon, interpretation risks 24, 132
Jaypower 371–3, 377–9
job plan VM technique, concepts 89
jobbers 180–1
joint ventures (JVs) 21, 228–9
judgements 12–14, 140–1
junk bonds, concepts 122, 128
JVs see joint ventures

knowledge-based systems 42–3, 254–6
known risks category, concepts 13–14
known unknown risks category, concepts

13–14

language problems, cultural issues
251–2, 373–4

Latin Hypercube systems 141
Law Commission 183–4
leadership failings, project management

254–5, 366–7, 378
leasing instruments 116
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legal issues
corporate level of organisations 182–3,

186–7, 198
strategic business level of

organisations 220–3
legal risks, concepts 16–18, 20, 43, 198,

202, 223, 231–2, 253–4, 288, 366,
367–9

legal systems, political risks 103, 198
legitimisation role, mission statements

191
lessons learned, failed projects 37
levels, organisations 2–3, 184–5
leverage

see also gearing
concepts 110–11, 125–6, 143, 194

LGD see loss given default
LIBOR see London Interbank Offered

Rate
Liftgro 370–1, 373, 377–9
limited companies 2, 179–83, 212–14,

270–82
see also businesses; corporate . . . ;

listed . . . ; private . . . ; public . . .
limited recourse financial structures,

concepts 111–13
line managers, project managers 245–6
liquidity ratio goals 194
liquidity risk

see also credit risks
concepts 128, 137, 163, 231–2,

288–302, 375–6
risk management 137, 163, 288–302

listed companies 2, 179–81, 192–5,
270–82

see also limited companies; London
Stock Exchange

Cadbury Code 2
concepts 179–81, 192–3, 270–82

Lloyd’s 40
Lloyds TSB 199
loans

see also debt finance
BRR 285–6, 288–91, 293–4, 297–8
concepts 116–18, 137, 283–302
costs 284–5, 291–8
credit risks 5, 283–302
LGD 5, 283–302
PD 5, 284–302
RRM 293–5
RRSs 285–302

London Interbank Offered Rate (LIBOR)
118–19, 121–2, 136

London Stock Exchange 2, 23, 62, 132,
180–1, 192–3, 271–2

see also listed companies
loss given default (LGD)

concepts 5, 283–302
formula 287

maintenance risk, concepts 129, 138,
139, 375–7

management
see also corporate management
by objectives 180
concepts 180, 185–90, 219–20
definitions 180
uncertainty 15

management data software packages
141–2

see also software
management science 40, 239–40
management techniques, definition 180
Mandelson, Peter 183
manslaughter 183–4, 199–200, 203–10
manufacturing products, quality risks

307–12, 327–32
Marconi 1, 21
market growth, Boston matrix 149
market risks, concepts 16–18, 350, 365
market share

Boston matrix 149
corporate management 185–6, 194–5
intangible assets 20

marketing, strategic planning 225–6
Markovian logic 86, 141
Markowitz, Harry 230
MARR see minimum acceptable rate of

return
matrix analysis see optioneering VM

technique
matrix structures, concepts 231–3, 237
maturity dates, bonds 119–23
measurement uncertainty

see also uncertainty
concepts 14–15

measurements, risk 12, 14–15, 37, 42–4,
46–7, 50–1, 61, 146, 285–302

MEDEP, France 277–8
media communications,

reputation/damage risks 24, 132
media industries, consolidations 200
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meetings
boards of directors 190
project risk management 256

Memorandum of Association 124,
213–14

merchant banks 116–18
Merck 324
mergers and acquisitions 189, 195–201,

203, 212, 368–9
Merna, Anthony 332, 347, 379
Merrill Lynch 269
Metro Bank 226
mezzanine finance

see also bonds
concepts 111–12, 116, 119–23, 143,

167, 334–5
definition 116

Microsoft Excel 95–7, 168–70,
333–47

see also spreadsheets
advantages 168–9
concepts 95–7, 168–70, 333–47

Microsoft Office 168
military intervention in politics, political

risks 101–2
minimum acceptable rate of return

(MARR) 166–7, 173–6, 195–6
mission

concepts 190–2, 241, 307
statements 191
vision contrasts 191

modern portfolio theory (MPT)
see also portfolio . . .
concepts 230–3

money markets 292–3
monitoring

see also controls
project management 241–56
risk management 61–2, 237

monoline insurance companies, wrapped
bonds 122–3

monopolies 199, 202
Monte Carlo simulations 5, 79–80, 86,

96–7, 107, 141, 165–6, 171–6, 254,
338

see also quantitative techniques
concepts 79–80, 86, 96–7, 107, 141,

165–6, 171–6, 254, 338
critique 80, 96, 107
steps 80

Moody’s 120–1, 128, 288, 294

morale factors 17–18, 28, 43, 59, 191,
304–5

mortgage-backed securities 221–2
motivation role

mission statements 191
project management 241–56
quality risks 304–5, 316

MPT see modern portfolio theory
multidivisional structure, concepts 184–5
municipal bonds, concepts 122

natural risks, concepts 16–18, 21, 31,
74–6, 254

net cash flows see cumulative cash flows
net present value (NPV) 80–4, 95,

110–11, 147–9, 160–5, 167–76,
257, 341–7

neural networks 86
new products 203
NGT see nominal group theory
nominal group theory (NGT), concepts

95
non-executive directors 189–90, 192–5,

278–82
non-financial risks, financing projects

130–2, 143
non-recourse financial structures,

concepts 111–13, 125
Norwegian Petroleum Consultants (NPC)

41
NPV see net present value

Objective Directed Project Management
(ODPM) 216–18

objectives
corporate finance 109–10
corporate level of organisations

109–10, 185–6, 190–5, 224–5
projects 15, 17, 26–7, 89–90, 239–56
risk management 51, 57–60, 63–5,

89–90
sources of risk 17, 26–7
strategic business level of organisations

211–12, 214–15, 224–5, 226
objectives hierarchy VM technique,

concepts 89
ODPM see Objective Directed Project

Management
OECD see Organisation for Economic

Co-operation and Development
off-balance sheet transactions 112, 113
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off-take contracts 6, 333–47
OHSAS 18001 standards 208
oil 6, 25–6, 41, 104, 155, 171–6, 200–1,

222, 333–47
case studies 6, 333–47
cash flow 171–6, 200–1
crude oil and refined products 6,

333–47
OPEC risks 25–6, 104
portfolio modelling example 171–6

OPEC risks, concepts 25–6, 104
operational management issues 5,

298–302
operational risks

banks 129, 290–1, 298–302
concepts 18–19, 20, 129, 138, 253–4,

290–1, 298–302, 303–18
opportunities

SWOT analysis 217, 236
threats 3–4, 17–18, 43, 46–7, 49–55,

59–60, 130–1, 217–18, 377–9
optioneering VM technique, concepts 68,

89
options 54, 110–11, 134, 221–2
ordinary shares

see also equity finance
concepts 125–6, 184, 221–2
definition 125

Organisation for Economic Co-operation
and Development (OECD) 25

organisational risks
see also risk . . .
concepts 24, 132, 201–10, 215–16, 237

organisational structures
concepts 24, 27–8, 49, 181–5, 189,

197, 210, 227–9, 234–5
importance 24, 27–8, 49
support issues 49

organisations
see also corporate . . . ; project . . . ;

strategic . . .
levels 2–3, 184–5

outcomes, risk 3–4, 7–37
outputs

analysis of risk 52, 56, 61–2, 63–4
identification of risk 48–52, 61, 63–4,

72–3
responses to risk 55–6, 61–2, 63–4,

202–3
outsourcing

pharmaceutical industry 321, 328–9
recalled products 308–9

overconfidence problems, risk estimates
254–5

ownership phase, risk management 46,
62–5

P–I tables see probability-impact
tables . . .

P/Es see price–earnings ratios
Paddington Hospital 155–6
paprika case study 5
par values, bonds 119–23
parameters, risk 10–11
Pareto charts, quality controls 315
Parmalat 1
particular risks, concepts 29
partnering strategies 42–3, 156–7, 203,

228–9
passive portfolio strategies, concepts

145–6, 147–8
Pasteur, Louis 7
payback (PB) 81–3, 149, 160–5, 167–76,

341–7
PD see probability of default
pension funds

corporate governance 276–7
debt finance 116–18, 135–6

perceived risks, concepts 30
perceptions of risk, concepts 21, 27–9,

33–4, 36–7, 63–5, 93–4, 196–210,
220–37, 246–7, 254–6

performance criteria
goals 194–5
programme management 234–5
project risks 16–17, 247–56

performance function, corporate
functions 193–5

performance problems, quality risks
303–5, 315–16

PERT see Programme Evaluation and
Review Technique

PEST analysis 34–5, 236
PFIs see private finance initiatives
pharmaceutical industry 6, 13–14,

319–32
see also drugs
background 319–25
case studies 6, 319–32
identification of risk 325–32
regulatory authorities 323–5
responses to risk 325–32
risk management 325–32
tests 321–32
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physical assets, strategic business level of
organisations 220–3

physical injury hazards 205–6
PIGs see probability–impact grid . . .
plain vanilla bonds see fixed rate bonds
planning

concepts 2–3, 4, 46–7, 76–7, 196–7,
211–37

contingency plans 22–3, 47, 57–60,
61–2, 137, 201–10, 249–56

corporate finance 196–7
CSP 187, 201–2
project management 241–56
risk management phases 46–7
RMPs 39, 61–2, 83–4, 263–8, 351–2
strategic business level of

organisations 196–7, 211–37
planning risks, concepts 16–18
plcs see public limited companies
PMBOK system 47–52, 55–6, 78, 241
policies

see also corporate level
concepts 2–3

policy systems, political risks 103
political risks

see also country . . .
concepts 15–18, 20, 97–8, 99–104,

186–7, 198–9, 219–20, 229, 231–2,
253–4, 261, 350, 364–6, 369, 372,
378–9

sources 100–4
pollution 43
Porter, Michael 224
portfolio analysis, concepts 145–77,

230–3
portfolio planning, concepts 148–9,

230–3
portfolio strategies

concepts 145–6, 230–3
types 145

portfolio theory
concepts 229–33
MPT contrasts 230

portfolios 5, 115, 145–77, 195–7, 211,
217–18, 229–33

see also diversification
assessment mechanism 169
bundling projects 157–9, 169–76,

258–9, 335–7, 344–7
cash flows 5, 115, 145, 147–9
concepts 145–77, 211, 217–18, 229–33
construction criteria 146–8

cross-collaterisation issues 152,
158–9

definition 229
examples 165–76, 231–3
modelling example 165–76
multiple IRR projects 163–5, 171–6,

340–7
oil/gas project examples 171–6
programme management 233–5
red line assessments 161–2
returns 146–9, 150–2, 160–5, 166–76,

229–33, 340–7
risk management 146–8, 151–8,

217–18
scenarios 148–9, 161–76, 231–3
selection strategies 145–6, 149,

195–7
software 165–76
spreadsheets 95–7, 168–76
start dates 176
strategic business level of

organisations 229–33
positive aspects, risk 3–4, 9–10, 17–18,

63–4, 203
post-tender points, project risk

management 250
PPPs see public–private partnerships
PRAM see Project Risk Analysis and

Management
preference shares

see also equity finance; mezzanine
finance

concepts 116, 125–6, 184, 221–2
definition 125

Price Waterhouse Coopers (PWC) 275
price–earnings ratios (P/Es) 145, 181
pricing

see also costs
loans 284–5, 291–6, 297–8
risk rating 291–6, 297–8

primary objectives, corporate level of
organisations 193–4

print industry 200
private equity firms 189
private finance initiatives (PFIs) 14,

154–7
private limited companies

see also limited companies
concepts 212–14

privatisations 200
proactive plans, risk management

46–7
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probabilities
cash flows 165–76
historical background 40
portfolio modelling example 165–76
risk concepts 7–8, 10–11, 13, 33–4,

68–9, 73–85, 165–76, 253–4
probability analysis techniques, concepts

68
probability of default (PD)

concepts 5, 284–302
formula 286

probability distributions
see also quantitative techniques
risk concepts 8, 68–9, 76–85

probability–impact grids (PIGs)
quantitative technique, concepts
83–4, 255, 353–61, 368–9

probability-impact tables (P–I tables)
qualitative technique, concepts
74–5, 83–4, 86, 106–7, 350–61,
368–9

procedure, process contrasts 306
process, procedure contrasts 306
process design problems, quality risks

304–5, 315–16
process manufacturing engineers

245–6
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