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Newsletter for September 2019
I appreciate receiving your comments on this newsletter and any suggestions for future topics.  If there is someone you know who would be interested in receiving this newsletter, please feel free to forward the newsletters to them, or forward their e-mail address to me and I will include them in the distribution of future newsletters. If you wish to remove your name from distribution of this newsletter, please respond via e-mail.  Please see “Contact Us” at bottom for e-mail address for feedback, comments and removal from distribution.
To keep this newsletter relatively short, this is intended to be a broad overview of issues for physical asset management, rather than a comprehensive discussion of the topic.
If you have any questions or topics you would like to have us discuss, please send them to me.
Further changes have resulted in me no longer providing management consulting services under the Asset Management Solutions banner.  I will continue to collaborate with Ben to continue to share our knowledge and insights through these newsletters.  We have a number of readers worldwide and feel we have been providing a useful service to those who might otherwise want or need the alternate insights provided.
 Note to Canadian subscribers:  With the change in anti-spam legislation, we are required to ask you to opt-in to confirm your wish to continue to receive our newsletter.  However, as we have never tracked the Canadian subscribers from our international ones, I am uncertain as to how to identify the Canadian subscribers who did not opt-in.  As noted in the first paragraph above of all the newsletters, please contact us to have your name removed from the distribution list.  We have honoured all past requests for removal and will continue to do so in the future.

	Risk Management

What is Risk?

First need to understand what risk is.  One of the definitions from Wikipedia:

“Risk is an uncertain event or condition that, if it occurs, has an effect on at least one objective.” 
Note that there is no requirement that the effect from the uncertainty is negative, as the uncertainty could also provide opportunities.  However, negative outcomes are the ones that are typically focused upon.
Risk is composed of two components related to the event or condition: the probability and the consequence.  A high probability and a high consequence results in a high risk, and actions need to be taken to address the situation, hopefully those wee planned prior to the situation.  If the risk is below the organizational risk threshold (low probability and low consequence), the organization may choose to accept the risk. 

How Does Uncertainty Affect the Organization?
Uncertainty can come in many forms as things move into areas where the experience and knowledge are a departure from the norm.  These areas can include:
· Technological Changes – Using technology new to the organization, or applying existing technology used to new to the organization applications.  Not managing the technology well could impact the ability of the organization to service their customers on a timely basis and with the expected level of quality.
· Change in Business – Changes in business offering (new products or services, different market segment) can introduce a number of unknowns in organizational capability.  Not managing the situation well, could impact current offerings as well as the new.

· Aggressive Expansion – Requiring additional resources in the areas of qualified and competent people, and capital resources.  Not getting the necessary human resources could delay the effort, or if pushed ahead without the needed resources could impact the organizational capability to successfully execute the change.  If the capital resources are not available, then that could delay the effort, or the organization could run into cash flow issues.
· Organizational Structure Change – Changing the organizational structure to even part of the organization results in people being moved from areas where the individuals feel competent and maybe even comfortable, into an unknown situation potentially without all the answers.  Organizational change management efforts especially effective communication can reduce the impact.
· Projects – Projects typically involve some uncertainty depending how much the project is a departure from what has been done before.  To deal with the risks involved, project management uses a structured approach and tools.  Many of the situations listed above, are implemented via a project.  
· Current Unknown Risks – Besides making changes, there may be some unknown risks within your current environment that have not been addressed.
Sources to Manage Risks
There are a number of sources for ways to manage risk depending upon the need.  
There are published standards, including ISO-31000 “Risk Management” and IEC-62198 “Managing risk in projects - Application guidelines”.  
Given the risk inherent in projects, it is not surprising that Project Management Institute includes risk management in PMBOK (Project Management Body of Knowledge) and is a topic included in their PMP (Project Management Professional) designation.
For risks related to failures of physical assets, there are a number of tools, including: Criticality Analysis, FMEA (Failure Modes and Effects Analysis), and RCM (Reliability Centered Maintenance).  Criticality Analysis evaluates the probability of failure and its consequence on multiple categories important to the organization (HSE, financial, community / reputation, etc.), and is often used to determine follow up actions to address the higher risk situations.
FMEA evaluates the Likelihood and Severity, along with the Detectability to calculate an RPN (Risk Prioritization Number = L x S x D).  If the RPN is above a certain threshold, then actions (often redesign) are taken to reduce the risk to below the threshold.
RCM evaluates probable risk (and less probable, where consequence is expected to be high) for causes of failures and categories the consequence of the failures into Hidden (with the consequences of Multiple Failure), Safety, Environmental, Operations, and Non-Operational.  It then evaluates different maintenance tasks to see if the are Technically Feasible (will reduce probability or reduce consequence) and Worth Doing (benefit is greater than the effort or cost).

Risk Management Approach
There are two activities throughout managing risk: Communicate and Consult; and Monitor and Review, and with other activities to manage the risk.
Communicate and Consult

It is important to understand the stakeholders, their objectives, and how to involve them throughout any initiative.  This is an important step to get their support and involvement, and regular communication is critical.  Better project decisions can be made with better information, and consulting with stakeholders brings their knowledge and perspectives into the decision process.  Increasing stakeholder involvement will increase their buy-in into changes. 
Monitor and Review

The focus is upon observing and evaluating changes to the context, the risks, or the controls.  Monitoring is a regular activity but at a high level, where a review is not as frequent, but a more detailed examination.
The following activities are to structure the management of the risk.
Establish the Context

Need to identify the stakeholders, what the objectives are, identify internal and external relevant context (business environment, competitive position), evaluation criteria, and key elements.  Like an RCM Operating Context, it provides background for the situation, and if it changes, then the management of the related risks may need to change.  Inputs into context includes: business case / economic analyses, project execution strategy, project charter, cost and schedule assumptions and constraints, scope definition, technical details, and other relevant information.
Identify the Risks

Identifying what could happen, how could it happen, and what controls are in place.  This is an activity with those who would best know of potential risks.  It must be comprehensive, as risk not identified are not properly addressed, and outcomes may be jeopardized.  The output is a risk register with a comprehensive list of risks that could significantly impact the outcomes of the objectives, with management-level risk owners assigned to the individual risk.
Analyse and Evaluate the Risks

Evaluate effectiveness of current controls, expected consequences and likelihood, level of risk, and potential exposure.  Risk analysis uses available information to describe risk likelihood and consequence based upon current controls and their effectiveness.  Compare risks with the pre-stablished risk criteria (risk matrix) and get agreement on priorities.
Treat the Risks

Identify the options for treating the risks, evaluate benefits and costs, select the best option, develop plans, and implement.  Treating the risks involves options that will either reduce the risk to the organizational risk tolerance by reducing the likelihood and / or consequence of the risk.  After selecting the best options, then detailed risk implementation plan needs to be developed and executed.
For more detail on risk management, please see the following book, as it was used as a resource on “Risk Management Approach” part for this newsletter: “Project Risk Management Guidelines: Managing Risk with ISO-31000 and IEC-62198”, by Dale Cooper, Pauline Bosnich, Stephen Grey, Grant Purdy, Geoffrey Raymond, Phil Walker, & Mike Wood.  

	Upcoming

Please advise me, if there are other topics on asset management, maintenance, reliability, or project management issues that would you would find of interest.
The 2020 version of PEMAC’s MainTrain maintenance, reliability and asset management conference will be held in Saint John, New Brunswick.  Please ensure your MainTrain travel plans are to Saint John, NOT St. John’s or you might get a surprise when you get there.  For more information, see: www.MainTrain.ca. 

	Contact Us

To provide feedback on this newsletter, including comments on past articles, ideas for future articles, add names for other interested colleagues or friends (please copy them with your request), or to remove your name from distribution of this newsletter, please e-mail me at info@asset-management-solutions.com.  

Please feel free to contact us to discuss any of your physical asset management questions.  For more information, please contact me directly. See our web site at: http://www.asset-management-solutions.com for other information, including asset management issues and solutions. 
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