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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	1 – I – Risk control is a risk management tool used to reduce or eliminate those threats. This method uses information acquired through risk assessment, and develops and applies changes that will remove or minimize those risks to an acceptable level. This includes two methods, Prevention and Reduction. Prevention, or Avoidance, might be the most obvious response when facing a risk, however, this is often not a realistic approach. Since in most business activities there is a risk, in order to avoid risks all together it would be necessary to cease business activities. This of course would mean that the business would also fail. Reduction focus on minimizing the seriousness of the losses that do take place. For example, when riding a bike, there is a risk of an accident. Prevention would be not riding the bike at all, which would mean that you remove your method of transportation, and prevention would be wearing a helmet, which would reduce injuries in case the accident does happens. 

1 – II – Risk avoidance is a method used in risk control to prevent losses. Risk control is a risk management tools used to reduce or prevent losses, and risk avoidance is one of the ways risk control accomplishes that. Risk avoidance is the method of not performing an activity at all because there is a chance that a loss will occur. For example, not riding in a roller-coaster because it might crash. Even though risk avoidance might seem an easy and effective method, it is also an extreme one, that does not only removes the chance of loss, but also removes the chance of gain. Not riding the roller-coaster might remove the possibility of injury in case of a crash, but it also removes the joy and adrenaline rush that comes from riding the roller-coaster. Risk control will notice the possible risks and determine the best course of action. It is the decision making, while risk avoidance is the result of that decision.

[bookmark: _GoBack]1 – IV – “Money saved is money earned”. For example, if a company sells 20 units of their product to have a £100 profit, and if the same company manages to buy a piece of equipment for £100 less that the current market value, this means that the company needs to sell less 20 units to achieve the same profit margin. Risk Management might not generate income, but it certainly cuts operating costs, and this of course will have a significant impact in revenue at the end of the business financial period. If two companies generated the same amount of revenue, but only one of them practices effective risk management, then that company will have a higher profit margin because their resources will not be wasted with preventable situation. A company’s profits are measured by costs relative to income. Risk management can impact company profits directly by managing the cost of risk for the organization. By minimizing costs, risk management will directly increase profits.

1 – V – The primary objective of risk management is not to remove risk completely but rather to manage the risks involved in all circumstances, to increase possible gains and significantly reduce negative effects. The purpose of risk management is to identify potential problems before they occur so that risk-handling activities may be planned and put in action as needed in order to minimize liabilities in case a risk occurs. It is a continuous process that addresses issues that can have a negative impact on the business.

1 – VI – The risk management process is a systematic approach to the evaluation of risks and minimization of losses involved with those risks. This risk management process can be developed through the following steps: Exposure Identification and Analysis (identification of potential situations that might result in loss or injury and determination of probability), Examination of Risk Management Techniques (examining the different risk management techniques available and their effectiveness), Selection of Risk Management Techniques (selection of the risk management techniques most appropriate for a particular situation and that will result in the best outcome), Implementation of Techniques (implementation of the previously selected risk management techniques), and Motorization of Results (monitoring the results and determining if the desired outcome was achieved or the situation needs to be revised and a different technique must be selected).

1 – VII – The main benefits of risk management are: objectives are more likely to be accomplished, and destructive situations are dealt with in a more sensible and practical manner. Risk management can contribute to the achievement of the fundamentals business’s goals and objectives by guaranteeing that the organization won’t be held back from achieving the other business goals and objectives by pure risk losses. For example, if the company needs to reallocate most of their resources because of an expected situation, then those resources won’t be available to proceed with their regular business activities and they won’t meet their objectives. Also, a risk management strategy ensures that when a risk becomes reality, the situation won’t be entirely unexpected, and that action is ready to be taken as soon as the situation presents itself. This in turn guarantees the situation is handled more effectively and that losses are managed. For example, when there is a fire in a building, there is an emergency plan ready to be put in action, this ensures that authorities are contacted immediately and that personal injuries and fatalities are minimized. If a fire started in a building and there was no emergency plan, than the situation would not be controlled and personal injuries and fatalities would be much higher.

1 – VIII – Risk evaluation is the process of identifying every risk of loss associated with a particular activity, and comparing each potential loss against the potential benefit of that activity, in order to determine whether an activity is worth the risk and should be carried out in spite of the potential for loss. The first step in the process of evaluating risk would be to identify as many potential risks as possible related to the activity being evaluated. For example, when transporting an item of value, potential risks would be the transport having an accident or the item being damaged during loading or unloading. After, the potential risks are all listed, the likelihood of the loss occurring is estimated in terms of percentage of probability, as well as the real loss amount of the potential risk. Once the likelihood of the risks happening is determined and the potential loss is calculated, this information is weighed against the potential profit of the activity to determine if the business can withstand the loss and if the risk is worth taking. For example, the transport company calculates that there is only a 5% change the transport will be in an accident and 95% change that it will success, then the risk is worth taking. Finally, it is devised ways to minimize or eliminate the risks. For example, calculating a route with fewer traffic or low visibility intersections lowers the risk of an accident happening, or protecting the item with shock absorbing materials lowers the risk of the item being damaged.  

C.S. – 1 – When the GFC hit, William Telford failed to accurately assess his situation and his client’s situation. With the GFC, most company’s ability to proceed with business was affected, but Mr. Telford believed than everything would just go back to normal and there was no need to adapt to this new situation. He thought than he would be able to compensate Tameer’s lack of payments with the payments of his other clients, however, he fail to realize that his other clients could also eventually lose their ability to proceed with their payments. Once Tameer started lagging in his payments, Mr. Telford also failed to address that situation, and just hoped that the best possible outcome would certainly occur. In the end, Mr. Telford made the mistake of not assessing the new market situation, not determining the possible risks for his company, and just hoping for the best instead than preparing for the worst. If he had assessed his, and his clients, new situation, he probably would be able to develop a plan for it. 

C.S. – 2 – A risk management strategy provides a structured approach to identifying, assessing and managing risk. It builds in a process for regularly updating and reviewing that assessment based on new developments. Assessing risks make it possible to be actively aware of where uncertainty surrounding events or outcomes exists and identifying steps that can be taken to protect the company. Risk-management strategies provide both the strategic basis and the operational framework for handling crisis within the business. 
If Mr. Telford has a risk management strategy in place at his company, he would certainly be able to identify the situation that was approaching, what that implied for the company, and he would have had time to prepare, to create a plan for different possible scenarios, and to decide what the best course of action for the company was. A risk management strategy would have given Mr. Telford a fighting chance, instead, by the time Mr. Telford arrive to the situation where everything had gone wrong, it was already too late to do anything about it.
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