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1 THE RISKS INHERENT IN WORKING AT RISK THE RISKS

Collins English Dictionary defines 'risk' as 'The possibility of incurring misfortune or 
loss'.  The following may be misfortunes or losses to be incurred:

§ The possibility of not being paid for input at risk into a project.

§ The possibility of not obtaining the appointment as consultants if and when the 
project proceeds.

§ The possibility of Professional Indemnity Insurance refuting some claims arising 
out of work done at risk or 'loading' of future insurance premiums.

§ The normal fee scales suggested by professional bodies do not compensate 
consultants for doing substantial amounts of work where remuneration is at risk.

§ The possibility of being held responsible by a client for losses he may suffer 
because of inadequacies or omissions in work done at risk by consultants.

§ Records and history indicates a very low success rate arising from work done at 
risk.

§ The possibility of allocating too much time and effort to work at risk and 
diminishing a consultants ability to attend to current clients or projects.

2 GENERAL STRATEGIES TO MANAGE RISK STRATEGIES

It is advisable to establish a cost budget for all types of work at risk done in a 
consulting firm and this budget is to be strictly adhered to.  A figure of 5% of total 
income of a practice is suggested.

BUDGET FOR RISK

It is advisable to do a proper risk analysis on the profile of the client/developer/ 
contractor requiring the consultants to undertake work at risk.  Investigate the following 
inter alia:

ANALYSE CLIENT’S 
PROFILE

§ His success/failure history with previous projects.

§ Loyalty to consultants who previously worked at risk on his projects.

§ Willingness to pay the cost of work done at risk if a project proceeds beyond the 
feasibility study stage.

§ Willingness to pay an enhanced fee to consultants who did risk work on a project.

If risk work is to be done for a client, it must be insisted on that full disclosure of his 
aim with a project and all the risk elements he perceives in a project be disclosed to all 
the consultants to enable them to assess their own risk in a project.

CLIENT TO 
DISCLOSE RISK

During the feasibility study stage, where often work is done at risk by consultants, the 
demands of clients for professional services can be scaled down considerably without 
materially affecting the quality of the feasibility study but substantially reducing the 
cost of work at risk by consultants.

LIMIT TIME & COST

The aspect of professional indemnity for work done at risk, and omissions that may 
occur in this phase, has to be constantly addressed.

PI INSURANCE

A client/developer has to indicate at the outset of work at risk whether he intends 
involving a project manager in a project and the impact this will have on client/ 
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consultant relationships and remuneration.

It will enable consultants, requested to work at risk, to evaluate the risk profile of a 
project if the client/developer discloses at the outset the possible funding agencies 
and avenues available for a specific project.

FUNDING OF 
PROJECT

The cost of all surveys, tests and analyses by outside parties needed during the 
period of risk, must be borne directly by the client/developer.  An endeavour should be 
made to recover all other disbursements expended by the professional consultants.

DISBURSEMENTS TO 
BE CLAIMED

During the phase of a project where work is done at risk, the costs incurred by the 
client form a relatively small proportion of his potential gain if the project proceeds.  In 
the case of consultants their cost during this phase may be a substantial portion of the 
fees that may be earned if the project should proceed.

3 WORK AT RISK CAN BE BROADLY CATEGORISED UNDER  THE 
FOLLOWING THREE HEADINGS

CATEGORIES

3.1 SELF-INITIATED WORK AT RISK SELF-INITIATED

This circumstance occurs where a consultant, in order to generate work, takes the 
lead in setting up a project with the hope of getting the participation of a developer/ 
financier in the course of development of the project.

The following are typical characteristics and pitfalls of this type of work at risk:

§ Consultants tend to overspend on these projects in their eagerness to succeed 
and prove the viability of their own projects.  A large quota of a firm's resources is 
often involved in these projects, leaving other work that may generate an income, 
unattended for periods.

§ It is important to have well-matched professional firms involved in self initiated 
work to prevent one firm contributing a considerably larger input of money and 
expertise than other team members.

§ It is advisable to have an agreement amongst the firms involved that covers the 
possibility of finding a client/developer that accepts the project but finds some of 
the member firms that worked at risk, unacceptable.  Loyalties have to be well 
defined, and the firm acting as project leader, has to be very active in maintaining 
the group intact.

§ Member firms participating in this type of work at risk have to be clearly advised of 
the nature of the work and the extent of risk involved by the lead firm.

§ It has to be agreed amongst the participating firms what the nature of the 
offer/agreement with a developer is to be regarding payment to the consultants 
for work done in the development of the project.  In the event of a developer 
taking over a project but insisting on his own group of consultants, the payment to 
firms that developed the concept at risk must be insisted on, well defined and 
agreed to beforehand.

§ At the outset each member firm must indicate what eventual compensation it 
expects to get out of the work at risk and this must be formally agreed on 
between the firms.

PITFALLS & 
RECOMMENDATIONS

3.2 RISK WORK INITIATED BY A CONTRACTOR CONTACTOR 
INITIATED

A typical example is the input required by a contractor to structure a turnkey project in 
competition with other contractors.

The typical characteristics and pitfalls of this type of work at risk are:

§ The consultants very often have little control over the eventual offer made by the 
contractor to a client in terms of specification and price.

PITFALLS & 
RECOMMENDATIONS
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§ The client/consultants relationship has to be well defined and properly established 
when the change over from the old client (contractor) to the new client (developer) 
takes place.  The new client has to be fully informed on the relationship between 
the contractor and the consultants who worked at risk and be advised of the need 
for his own financial and quality watchdogs.

3.3 WORKING AT RISK FOR A CLIENT/DEVELOPER CLIENT/DEVELOPER

To enable them to evaluate a project or carry out a feasibility study for a possible 
project or property acquisition, developers need the expertise and input of consultants 
before they commit themselves.

§ The consultants should attempt to persuade the client that in the event of him not 
proceeding with the project, at least their costs be paid.  This is important where a 
specific client has identified a group of consultants to assist him on the analysis of 
consecutive potential projects.

REACH AGREEMENT

Unless this agreement can be reached, a financial cost limit must be agreed with the 
client on the extent of input into his projects by the consultant group.

AGREE COST & TIME 
LIMIT

§ It has to be agreed with the client that in the event of him committing himself to a 
project and wishing to bring in a Project Manager to act on his behalf, that there 
will be no reduction in the fees of the consultants that worked at risk.

§ The position of all the members of the consultant team must be clarified 
beforehand with the client in the event that the project goes ahead.  It is 
suggested that the composition of the team be formally submitted to the client in 
writing.  Avoid private deals with the client by individual members of the 
consultant team.

§ The liability attached to input given by the Professional Team during the 'risk' 
stage of a project, must be limited and agreed on with the developer.

§ Agreement should be reached that in the event of the developer on-selling the 
land or project and the consultants who worked at risk are not retained by the 
purchaser for the development, the consultants be paid a fee equivalent to the 
workstage that has been reached.

RECOMMENDATIONS


