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Abstract

Contract risk management is the basis of international project risk management, effective control
risk control is the foundation for the success of the international project. Based on the practical
measures of the multi-media petrochemical storage tank project, this article summarized the risk
management and provides the control measures for a similar project of the contract risk manage-
ment in the future, to avoid such risks occurring and achieve the success of the international project.
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Category Title Cause Effect Current Controls Probabi (IZunent EURRENT
@ mpact RATING
Y = = = = lity - - v
S ——— 1) Vendor unable to meet requirement /not |1) Schedule impact 1) PMC and Project Technical Authority part of the r
Contract cocusst diiting EPCE comply 2) Cost impact team (C1) Possible [ Moderate | Medium(13)
q s 3) Quality impact 2) Vendors selection based on MVL (C1)
1)Insufficient drawing data 1)Try to provide IFC drawings for bidding in ITB
Subcontract price 2)The contract is incomplete or indefinite 1) Schedule impact documents
Contract |increase 3)The increase of other engineering 2 ' P: 2)Use company standard contract format and |Possible | Moderate | Medium(13)
. )Cost impact g x p
quantities improve the technical terms according to the
actual situation
1)insufficient drawing data 1)Try to provide IFC drawings for bidding in ITB
Subcontract price 2)The contract is incomplete or indefinite 1) Schedule impact documents
Contract |increase 3)The increase of other engineering 2 % pa 2)Use company standard contract format and |Possible | Moderate | Medium(13)
i )Cost impact g e s
quantities p the t terms ac g to the
actual situation
Contract |Butadiene storage 1.Drawing delay; 1) Schedule impact |1) Push the engineering release drawing ASAP
system risk of 2.Delay in procurement process and] 2) Procurement to control
mechanical manufacturing ; 3) Control the fabrication subcontractor follow Likely Major High(20)
completion period 3.Construction delay the schedule
4)Preliminary scientific organization
Project financial loss isk |1+ International material price rise Project financial loss |1+ Optimal design;
2+ Leaks in bidding risk 2+ Tracking international material prices Alrost
Contract 3+ Increase in the amount of work 3+ Comparing the bid quantity with the actual Certain [ET IS Very High(23)
quantity ;
4+ Cost control

Figure 1. The contract risk register list of the tank project
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Figure 2. The organization of the contract risk management
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Figure 3. The risk matrix of the tank project
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opinion of OWNER, fallen (or will fall) below that which is required to achieve a MILESTONE by its MILESTONE
DATE, OWNER may by notice in writing require CONTRACTOR to immediately (at its own cost) commence
the implementation of measures to expedite progress of the WORK to ensure that the MILESTONE is achieved
by its MILESTONE DATE.”
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WS 5 R Sk R R TR A 22 AL 305 BT PR, JF mAT # 45 XK. “CONTRACTOR is not
entitled to any EXTENSION OF TIME or CHANGE ORDER, and releases OWNER from all CLAIMS and
LIABILITY arising out of or in connection with:

1) Any error, inaccuracy, inadequacy or omission:

a) in the OWNER INFORMATION; or

b) in or between any document forming the CONTRACT (including Exhibit 4, Sections C and D).”
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“CONTRACTOR acknowledges that OWNER (or PRPC on OWNER’S behalf) may have, prior to the date on
which the applicable LLI PURCHASE ORDER is novated to CONTRACTOR in accordance with the applica-
ble LLI NOVATION AGREEMENT, made payments to VENDORS under the LLI PURCHASE ORDERS.
OWNER will provide CONTRACTOR with reasonable evidence of such payments, and CONTRACTOR shall
reimburse OWNER such amounts as a debt due and payable upon certification by OWNER of the amount due.
OWNER may set-off the certified amounts against CONTRACTOR'S claims for payment on account of the
CONTRACT PRICE under ARTICLE 33.”
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the liability of CONTRACTOR for the performance of any professional activities and duties which arise inconnec-
tion with the WORK with a minimum coverage of not less than RinggitMalaysia Ten Million (RM 10,000,000) per

claim.”
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