TP11 MCC –Contract Risk Assessment (Mandatory)
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MCC – Contract Risk Assessment
Purpose - to proactively identify and assess contract risks; and to determine appropriate mitigation and contract management strategies.

	Proposed Contract Name:
	

	Contract/Project Number:
	

	Total Contract/Project Value
	

	Description of Goods, Works or Services to be provided:

(greater details than in name)
	


	
	RISK RATING

(LOW;Medium;High)
	

	I have completed a risk assessment for this contract and have established appropriate mitigation strategies.

I have assessed the overall risk as: 

a) Prior to applying mitigation strategies (ie, inherent risk of the contract) 

b) After applying mitigation strategies (ie, residual risk)


	{Medium}

{Low}
	NB: Refer to the‘Risk Assessment – Guide (overleaf) which may assist you to complete this rating, or you may have completed an equivalent alternative process.


	I confirm that all work will be carried out in accordance with MCC H&S Policy including membership of MCC’s Approved H&S Partnering Scheme. I have put in place appropriate mitigation strategies in accordance with its assessed rating as Low (L), Medium (M), High (H), or Extreme (E).


	Council Officer:


 (name)


 (signed)


 (position)


 (date)




Risk Assessment –Guide
	Potential Risk
	( if applies
	Possible Mitigation Strategies

	1. Reliance on Professional Services
	
	

	Reliance on advice
· Will Council rely on advice provided under the contract to make decisions? If advice provided is incorrect, could there be loss to Council?
Need for Design
· Do the services involve specific design outside of normal codes? (e.g. loading, occupancy, etc) If the design is defective, could there be loss to Council?
	
	· Require professional indemnity insurance to be held at an appropriate level.  (Refer Insurance Assessment Template for Guidance).

· Ensure the contract indemnifies Council for loss and to an appropriate level. 

· Use a robust evaluation process to select a reputable contractor.

	2. Achieving Contract Outcomes
	
	

	Contractor Performance Risk

· Does the contractor have any history of performance issues? 

· Would a delay or failure to deliver the services to specification have a significant impact on Council?

Communication Risk

· Is regular communication between the parties necessary for an effective contract relationship?
	
	· Ensure robust tender evaluation process.
· Ensure appropriate contract monitoring and communications processes, and dispute resolution mechanisms are in place and included in the contract.

· Consider the use of partnering where multiple parties are involved.

	3. Carrying on Core Business
	
	

	Business Continuity Factors

· Are the services critical to Council’s ability to perform its daily business? (e.g. telecommunications, electricity, IS/IT network)
Changing business processes

· During the term of the agreement, is there going to be a process of marked change/development into new ways of doing business? (e.g. technology)

Technology

· Is there technical complexity or software requirements? (e.g. telecommunication, monitoring systems, software licences)
	
	· Appropriate communication lines and procedures are in place.  

· Contingency plans for core business failure

· Appropriate contract monitoring processes are in place.

· Consider the use of partnering where multiple parties are involved to secure a successful outcome.

	4. Legal & Financial
	
	

	Risk of Litigation

· Are there any factors that may indicate risk of litigation? (e.g. complexity, poor/aggressive reputation, high $ value, uncertainty, intellectual property) Is the competitive process likely to be challenged?
Regulatory Function

· Will the contractor be administering a regulatory function on behalf of Council? Has relevant consideration of the RMA been incorporated into the project plan? (e.g. consultation under LGA, issuing of building consents etc)
Supplier Driven Contract

· Is the supplier in a stronger position, so that Council must sign their agreement? (Council needs to negotiate best contractual outcome, e.g. financial loan agreement).

Intellectual Property

· Do the parties need to agree to the ownership or use of intellectual property created or used in the services? (e.g. documents, research results, design, software usage)
· Do the services involve supply of Council business or intellectual property data to a 3rd party? (e.g. GIS, financial)

Liability/Insurance Cover

· What is the extent of the liability of the contractor to Council in the event of a partial or complete performance failure by the Contractor?

· Are the insurance levels of the contractor less than Council’s standard minimum levels?
· Is there a request from the contractor to limit its liability under the contract and/or to waive/lower insurance requirements? If so has Council’s own Insurers approved of the arrangement?
Financial Commitment

· Is the supplier requesting advance payment, bond, deposit, guarantees, warranties, default obligation, penalties etc?
· Does the supplier have any known financial/management risks? Have standard credit/referee checks been carried out?
	
	· Ensure all insurances are in place as per the contract manual.

· Ensure the tender process is adhered to. 

· Seek legal advice &/or external review as appropriate.  

· Escalate and report to Standing Committee or Council before proceeding.

· All contract amounts must comply with the MCC delegated authority levels.  

· Also ensure that drafting of contract documents (including Tender RFP/REOI documents) limits the potential for variations or change requests.

· Use MCC terms and conditions of contract.

	5. Community/ Political/Media Interest
	
	

	· Are the services high profile?
· Is there potential for damage to Council’s public image? 
· Is there political interest?
	
	· Ensure community/political consultation. 

· Ensure prior approval from Standing Committee. 

· Liaise with Communications Team.

	6. Other
	
	

	· Are there any other contract risks you have identified?
	· 
	· Consider what mitigation strategies are required.


