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In the modern understanding of project management, the probability of risks is not just statistics, but the help of project managers in
decision-making. Gazprom Dobycha Irkutsk is responsible for the implementation of part of the Power of Siberia project, the tasks of
which must be completed strictly within the budget and time of the project. However, the main problem of the organization is the
delay of the planned tasks. On the basis of the literature, analysis of the company in the framework of project management and
determination of the powers of the Irkutsk subsidiary, the author proposed the introduction of financial risk assessment of the project.
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he success of any project depends on the

management, which takes into account all

external and internal factors having an impact
on a project. However, Gazprom Dobycha Irkutsk,
being responsible for the implementation of the project
does not have the authority to fully manage the project.
The complex structure, headed by Public Joint Stock
Company Gazprom (PJSC Gazprom), manages many
projects, one of which is the Power of Siberia. Due to
many external factors, namely the work of other
organizations controlled by Gazprom, the project
suffers delays, which are a consequence of the increase
in the budget. In order to avoid unforeseen costs
because of the inefficient project the unorganized
project management, it is proposed to introduce an
assessment of the financial risk of the project.
Literature Review

The purpose of this literature review is to determine
the need for continuous assessment of financial risks in
project management. With regard to this target, a
literature review was conducted in the following two
areas. First of all, the literature review considers how
financial risk assessment tools help to control the time
and budget of the project. Secondly, the author
considers the problems. Based on this literature review,
a company case study will be conducted that financial
risk assessment is an important factor in project
management, and there is a need for regular monitoring
of these indicators for the effective implementation of a
project or group of projects.

First, it is necessary to define the key definitions:
risk, financial risk, project and project management.
Risk is combination of probability and consequences of
adverse events. Risk inevitably accompanies all areas
of activity and direction of any organization that exists
in the market. Therefore, the problem of risk
management is becoming increasingly important in
modern conditions. [10] Financial risk is the possibility
of adverse events as a result of the financial decision.
Adverse facts and events imply loss of expected
benefits or additional costs. A project is a specific
process for achieving certain goals and solving a
specific business problem. Project management is an
activity aimed at achieving the objectives, the
implementation of certain plans, using available
resources such as time, capital, and people. [3]

According to the theory of Norton and Kaplan,
tracking the result is possible only with quantitative
and measurable methods. All actions, even non-
material, such as delays in the schedule, committed by
the organization during the project can be estimated in
financial terms. [7] Therefore, checking financial risks
is the method of determining project resources within
acceptable limits. Because the purpose of the project is
to complete the work on time and on budget, the
project manager makes appropriate decisions within
the project based on financial risks. [11]

The functions of financial risk also include the
financial security of the organization from external and

internal threats. In other words, with the help of
financial risk indicators, the manager determines the
company's readiness for unexpected circumstances. [9]
There are different types of financial risks in project
management. Currency risk arises from taking out
loans and cannot be influenced by the company.
Investment risk emerges when investors, for whatever
reason, believe that the company is not financially
attractive. Inflation risk reduces future earnings and
increases the cost of implementing the project. External
financial risk is a tax risk, which the company cannot
influence (only if the company is not state-owned) and
which requires revision of the distribution of funds of
the project budget. [2,5,6]

Quantitative measurement of financial risks is
carried out by means of mathematical calculations. For
example, these measurements are a financial level of
risk, dispersion showing acceptable deviations of
indicators, and beta coefficient characterizing
investment risks. Also «three Sigma» method is used in
the assessment of financial risks, showing the
probability of an event on the chart. Mathematically
calculated expectation and correlation are used in risk
assessment too. [9] However, these mathematical
calculations require approximation, which is not
appropriate for practical application. Therefore, Berny
doesn’t agree with simple mathematical theoretical
approaches and has developed a clarifying coefficient
for various fields of activity of the organization. In
addition, the author denied the calculation of risk for
the entire project and pointed to the effectiveness of the
calculation for the short subtasks of the project. [1] To
assess project risks, there is a method of risk ranking to
determine the most dangerous and more acceptable
risks, called a heatmap (green, yellow and red colors
represent low, medium and high risks, respectively).
Despite the fact that a lot of managers use this method
to determine the level of different types of risk, many
researchers believe that it should not be used due to
many shortcomings. The main drawback is
subjectivity, the lack of standards of risk factors and a
clear framework for the color category, which does not
correspond to the nature of risk and cannot be
definitely dangerous or acceptable. Therefore, in the
dispute about the use of the risk matrix, there are
differences in the presence of a continuous gradient of
color, the choice of criteria determining the probability
of risk, and possible consequences separately and not
together as it was before. [4] Mentioned methods are
used for -calculating, presenting, and illustrating
financial risk for budget tracking. However, besides the
monitoring of the budget, it is very important to
manage the time of the project, the downtime of which
is financial risks too.

The most common reason for the increase in the
cost of the project is delays. According to statistics, the
implementation of any project starts when there are no
funds to perform the entire project; usually start the
project and implement it under conditions of
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restrictions. [13] Delay is a consequence of increasing
the cost of the budget because the funds that had to be
but not spent on the planned task lose value. This
means that the use of funds under the plan is the result
of earnings in the form of additional value. Further,
when this money is required to perform other tasks, the
company will have to look for additional «more
expensive» money to implement the overdue task.
Delays are common financial risk that is necessary in
management. It is also worth noting that ahead of the
schedule leads to an increase in the project budget for
the same reasons as delays is unscheduled budget
implementation. [12]

But still, whatever modern project methods of
evaluation managers use, they receive the data of a
non-one hundred percent event. Before implementing
the project, managers and project managers, using the
principle of Deming, plan their activities. [8] It is not
uncommon that they deliberately overestimate or
underestimate the budget or the duration of the project.
Overstatement is necessary to ensure that managers
receive an award after the early completion of the
project. Understatement is necessary for greater
attractiveness of the project for investors. The
calculation of financial risks is useless because of
inefficiency caused by inaccurate or inadequate
information. [5]

Therefore, financial risks are an important part in
controlling project management. To carry out this
activity, there are many ways to calculate, demonstrate
and compare risk criteria. However, these methods are
controversial and the authors have conflicting views on
their application. Nevertheless, only those companies
that have unlimited resources of funds and time can
ignore the use of financial risk assessment of the
project, but this cannot be possible in the modern
world.

Context and Methods

There is no doubt that risks are an integral part of
any activity of the company. Risks are divided into
many types, but the most measured is the financial risk.
Financial risk is also divided into different types, but
the essence is it evaluates from the point of view of
finance other types of risk and prevents possible losses
in monetary terms. Irkutsk Gazprom is responsible for
a third of a large investment project together with
contractors and the design company. At the meeting in
August of the last year, these subsidiaries, which,
according to the project plan, carried out joint work
with Gazprom Dobycha Irkutsk, reported on the
overdue stages of implementation. The main problem
was that there is no clear system of interaction between
the companies: one of the companies does not have
time to meet deadlines, which makes the second
company late, and this causes a cyclic delay. Not only
is there a risk of being late in the execution of the
entire project, but there is also an equally significant
risk of going beyond the budget through these delays.
The less time is left to complete the project, the more
money the project budget requires. Additional costs
may be caused by hiring additional specialists,

purchasing more equipment, or additional maintenance
of existing equipment as fuel.

The purpose of this report is to improve the
management system of investment projects through
continuous risk assessment in Gazprom Dobycha
Irkutsk. The topic is relevant to this organization
because the project is not running as planned. Thus, the
objectives of the report are as follows:

e identify the causes of deviations from the
project plan;

e analyze the company's project management;

e suggest recommendations on improving the
project management system.

Before starting the research, I studied the successful
and  disadvantageous  experience of  project
management of other similar large-scale companies.
After that, I analyzed the project management of the
company based on interviews with heads of
departments and risk management specialist asking
about the project documentation on the interaction of
employees and analytical requirements for the project.
The main reason for the frequent delays in the project
is that managers do not constantly use tools to calculate
financial risks, which help to assess the status of the
project, to determine the factors affecting the delay in
the project and the degree of influence of these factors
by quantitative methods.

The research method includes study of literature on
project  management, financial management,
experiences in the implementation of large-scale
investment projects; interviewing; and observation. I
conducted an interview with open-ended questions
with the heads of departments, as they actually manage
the project. The powers of Gazprom Dobycha Irkutsk
do not allow to manage the entire project, for example,
postpone the implementation date or set their own
budget without obtaining the appropriate permits by the
employees of the PJSC Gazprom. The Heads of
departments of the PJSC Gazprom analyze the strategic
portfolio of all projects and determine tasks for
subsidiaries, the study of which is presented in this
report. That is, project managers in subsidiaries must
manage the project at the operational level. However, it
also requires the same knowledge as at the strategic
level. During the interview, it was found that the
operational management of the project is not quite
structured, and the managers don’t receive data on the
current implementation of the project in real time
automatically. With the help of the last research
method, observation, I analyzed the ways of reporting
on the project and the components of the finished
reports. In addition, it was found that the complexity of
the interaction of staff to perform tasks caused by the
unclear distribution of responsibility.  After the
interview and observation, I compared the way of
project implementation in Gazprom Dobycha Irkutsk
and companies from the literature, as well as with the
postulates that must be carried out in the course of the
project. This comparison showed that the organization
needed additional tools to monitor the project plan.
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Results

To obtain the results of the study, the author used
such methods as observation and interview. After
analyzing the interviews received from the heads of
Irkutsk dvision of GaspromDobycha about project
management and the tools they use to control the
schedule, and therefore the project budget, certain
results have been received. Project management
cannot exist without control, and modern project
management requires a lot of attention because of the
ever-changing environment. The project will always be
exposed to internal and external risks. Gazprom

Dobycha Irkutsk external factors are PJSC Gazprom
(total dependence on the funding and areas of
responsibility), a subsidiary of Gazprom, contractors,
suppliers, government authorities and shareholders of
Gazprom. All of these have a direct impact on both the
activities of Gazprom Dobycha Irkutsk and the project
for which the company is responsible. The complexity
of the project management of the Irkutsk subsidiary is
that the responsibility for a certain block of the project
lies with this company, but the powers are very limited.
Figure 1 shows how much responsibility organizations
have to fulfill in the project plan.

Share of taslks under responsibility
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Fig.1. Part of the responsibility of the tasks in the overall action plan of the project

Together with Gazprom Dobycha Irkutsk works
contractors, which are selected on a competitive basis.
To choose any contractor, company needs to spend
enough time to comply with the rules, because this
company is state-owned. Therefore, in case of
discrepancy in practice of the implemented services of
the selected contracting company, it is impossible to
quickly replace this company. The share of tasks of the
project plan of joint work of Gazprom Dobycha Irkutsk
and contractors is 20,8 %. This not only increases the
risk of delaying the project plan but also affects the
project budget.

As for the influence of other Gazprom subsidiaries,
the activities of the Irkutsk division also depend on
these companies. The tasks in the general plan of the
project are interrelated with the subsidiaries; Gazprom
design has the greatest impact on the company. The
two subsidiaries must perform 56,6 % of the plan tasks
together.

It is also worth noting that the company is
dependent on PJSC Gazprom in terms of financing and
the timing of inspections. Irkutsk division constantly
has to report and send to check the activities of the
organization, and PJSC Gazprom, as the parent
company, checks the compliance of the desired result.
However, it is rather common for departments to delay
the approval of the Irkutsk division. This fact is one of
the most inhibitors of the project, because the share of
the project plan tasks to be performed under the
leadership of Gazprom is 61,8 %.

The tasks for which only the Irkutsk division is
fully responsible make up only 3,2 %. Thus, these

figures suggest that project management, which covers
only activities within the Irkutsk company, is not
sufficient. Managers should consider the impact of
contractors, subsidiaries of Gazprom and of PJSC
Gazprom. Of course, the company will not have
influence on these organizations and authority over
their activities. Nevertheless, the Irkutsk organization
at the General meetings has the right to voice the data
obtained by statistics and calculation of financial risks,
which will inform about the present and future costs
due to the delay of the project by other organizations
that need to stop or plan extra expenses.

Discussion

Stakeholders in the implementation of systematic
monitoring of financial risks caused by overdue project
tasks are a primarily PJSC Gazprom shareholder, that
is the state. The Power of Siberia project is strategic
not only for the company but also for the country as a
whole. The contract with China has already been
signed and failure to implement the project on time
may have a negative impact on the country's prestige
and further business relations with China. Gazprom
Dobycha Irkutsk is responsible for the main part, which
consists in the development of the field. Therefore,
project management should take into account all risks.
The limitations of the study are that the status of the
task was not taken into account; all the tasks of the
project plan were used. However, the difference
between those responsible for the plan and those
responsible for the implementation is minimal because
companies responsible for task cannot be changed, the
organizations strictly correspond to the profile of
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activities. Limitations of the introduction of risk data
calculation, which assesses the current and future costs
caused by project downtime, there are unavoidable and
might be erroneous. Risk is a degree of uncertainty, so
it is not reasonable to rely on these calculations
entirely. The introduction of risk assessment in
monetary terms is primarily necessary in order to
remove the full responsibility of Gazprom Dobycha
Irkutsk for the downtime of other organizations that did
not allow the Irkutsk subsidiary to start or complete the
work on time. It is also necessary to report and describe
the possible consequences for the main management of
the project, which, according to its full powers, may
decide to adjust the work on the project of subsidiaries
and contractors.

Conclusion

Thus, in this paper it was determined that a possible
reduction in the number of delays in the project is the
introduction of a system for assessing financial risks.
Due to the fact that Gazprom Dobycha Irkutsk is a
subsidiary, the calculated data on financial risks will
have to be transferred to the PJSC Gazprom. Initial
purpose of the proposal is protection the employees of
the Irkutsk division from reprimands for unfulfilled
obligations due to the fault of other organizations, on
which Gazprom Dobycha Irkutsk has no authority to
influence. Therefore the main project management
department of PJSC Gazprom will be able to
reorganize the interaction of organizations for the
implementation of the project much more effectively.m
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YnpasieHue (PUHAHCOBLIMHM PHCKAMM
npu peaau3zanuu HHBECTUIIHOHHOTO
npoekta B 00O «I'azmpom 100bIva
Hpkyrcx»
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CornacHo COBpPEMECHHBIM TCHACHUOHUAM
HCONPEACIICHHOCTU 3KOHOMHKH, BEPOATHOCTb HACTYIJICHUS
PUCKOB B YIpaBJI€HUU TIIPOCKTaMU — OTO HE IMPOCTO

CTaTHCTHKA, a HeoOXOIWMMBble NaHHBIE IUISI MEHEMKepa B
NpUHATHM ynpaBieHueckux pemenuid. OO0 «I["a3nmpom
no6brga MpkyTck» OTBETCTBEHHA 3a pealu3aldio YacTu
mpoekta «Cuna Cubupmu», BBIIOJHEHHE KOTOPOTO IOJKHO
OBITH OCYILECTBJICHO CTPOTO B paMKax OIOIKeTa U CPOKOB
peamm3anmu  mpoekra. OnHako TIAaBHOW  mpoGieMoi
OpTaHM3aINY SBIISIOTCS 33/IePKKU BBIONHEHUS IUIAHA, YTO
HeM30eXKHO BeleT K YBEIMUYCHUIO OIO/KeTa IPOEeKTa.
OCHOBBIBaSICE Ha  WM3YYCHHOW JUTEpaType, aHaiIH3e
JIEATETBHOCTH KOMIIAHUY B PaMKaxX MPOEKTHOTO YNpPaBIECHUS
n omnpenenenun noaHomounit OOO «['asmpom noObIua
HpkyTck», aBTOp HPEUIOKUI BHEIPEHHUE CUCTEMBI OLEHKU
(MHAHCOBBIX PHCKOB MPOEKTA.

Kniouesvie cnosa: ynpaBieHue IPOEKTaMH, 3aIEPKKH B
XOJIe peas3aliy IPOeKTa, (PMHAHCOBBIC PHCKHI




