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Q: 1 Give short answers for the following questions.
I) Which processes are involved in project risk management?
Project risk management is the systematic process of identifying, analyzing, and responding to project risk. Risks are not always bad but they do pose a threat to a project, since they are unplanned events or conditions. They can have a positive or negative effect on the success of a project. Project risk management has the following major processes:
a) Risk management planning – this involves deciding how to approach and plan the risk management activities for a project.
b) Risk Identification – this involves determining which risks might affect the project and documenting the characteristics.
c) Qualitative risk analysis – this involves performing a qualitative analysis of risks and conditions to prioritize their effects on project objectives. Qualitative analysis is concerned with discovering the probability of a risk event occurring and the impact the risk will have if it does occur.
d) Quantitative risk analysis – this involves measuring the probability and consequences of risks and estimating their implications for project objectives. PMBOK defines quantitative risk analysis as numerically analyzing the effect on overall project objectivities of identified risks.
e) Risk response planning – this involves developing procedures and techniques to enhance opportunities and reduce threats to the project`s objectives. It includes the identification and assignment of individuals or parties to take responsibility for each agreed risk response.
f) Risk monitoring and control – this involves monitoring residual risks, identifying new risks, executing risk reduction plans, and evaluating their effectiveness throughout the project life cycle. 

II) Define the term ‘risk holder’s tolerance’.
Risk tolerance defines the acceptable level of variation relative to the achievement of objectives. It is a measure of the degree of uncertainty that the holder/stakeholder is willing to accept in respect of negative changes on a project, hence the term “risk holder’s tolerance”.

III) What is risk identification?
[bookmark: 11.2]Risk identification is the process of determining which risks might affect the project and documenting the characteristics. Risk identification is usually performed by the project team, risk management team, subject matter experts from other parts of the company, customers, end users, other project managers, stakeholders, and outside experts. Risk identification is an iterative process and has the following inputs: risk management plan, project planning outputs, risk categories, and historical information. Tools: Documentation reviews check lists, information-gathering techniques, assumptions analysis, and diagraming techniques. 
Outputs: Risks, Triggers and inputs from other processes.




IV) Define ‘qualitative risk analysis.
[bookmark: 11.3]Qualitative risk analysis is the process of assessing the impact and likelihood of identified risks. Identified risks are prioritized according to their potential effect on project objectives. Qualitative risk analysis requires that the probability and consequences of the risks be evaluated using established qualitative-analysis methods and tools. 

V) What is a decision tree method? How it is used for examining risks?
A decision tree is a method to determine which of two decisions would be better. It makes use of a decision tree which is a decision support tool that uses a tree-like graph or model of decisions and their possible consequences. 
In examining risks a decision tree is used as follows: the cost and benefits of both decision outcomes are examined and the probability of success for the two decisions is weighed. It is assumed for any set of outcomes, the total probability is 100% or 1.0. If you can determine the probability for a subset of the possible outcomes, all alternate outcomes must complete 100% of the outcomes. As an example if you can determine that outcome A will happen 40% of the time, and outcome B will happen 20% of the time, then all other outcomes must occur 40% of the time in aggregate. A simple decision tree for this example will be as follows:
	A 40%

	B 20%
	C 40%

The total impact of each decision is calculated by finding the Expected Monetary Value for each branch of the decision tree. Expected Monetary Value is probability multiplied by impact. 
EMV = P X I. Where probability is the percent likelihood that the event will occur, and impact is the monetary loss or gain should the event occur. Calculate the EMV for each branch, and add the results.  You will now be able to determine whether the aggregate outcome, will be positive or negative. The results will be able to help determine whether better results might be achieved by applying resources to reduce negative outcomes or increase positive outcomes.

VI) Explain the term ‘risk response’.
Risk response focuses on how to decrease the possibility of risks adversely affecting the project’s objectives and how to increase the likelihood of positive risks that can aid the project. Risk response planning is pivotal to increasing or decreasing risk. Under risk response planning people and groups close to the project are assigned responsibilities. Risk response involves developing strategic options, and determining actions, to enhance opportunities and reduce threats to the project's objectives.
VII) What is ‘risk acceptance’?
Risk acceptance refers to a risk management method where you accept the cost of managing a certain type of risk, because the risk involved is not adequate enough to warrant the added cost it will take to avoid that risk. Risk acceptance is about simply accepting the risks because no other action is feasible, or the risks are deemed to be of small probability, impact, or both, and a formal response is not warranted. Risk acceptance takes an active form; where you develop a contingency plan should the risk occur and a passive form; where no action is taken and risk are dealt with head on.
VIII) Give some examples of risk transfer.
Risk transfer is risk management technique whereby risk of loss is transferred to another party through a contract.  Risk transfer doesn’t erase the risk it simply makes it another person’s problem.   Examples of risk transfer are: Insurance policies, warranties, guaranties, bonds, performance bonds, outsourcing and fixed-price contracts.
Q2: How can the effects of risk be mitigated? Give some examples.
Risk mitigation seeks to reduce the probability and/or consequences of an adverse risk event to an acceptable threshold. 
Risk can be mitigated by taking early action to reduce the probability of a risk´s occurring or its impact on the project, as opposed to trying to repair the consequences after they have occurred. Mitigation costs should be appropriate, given the likely probability of the risk and its consequences.
Risk mitigation may take the form of implementing a new course of action that will reduce the problem for example, adopting less complex processes, conducting engineering tests, or choosing a more stable supplier. It may involve changing conditions so that the probability of the risk occurring is reduced, for example, adding resources or time to the schedule. It may require prototype development to reduce the risk of scaling up from a bench-scale model.
Where it is not possible to reduce probability, a mitigation response might address the risk impact by targeting linkages that determine the severity. For example, designing redundancy into a subsystem may reduce the impact that results from a failure of the original component.

Q3: Discuss in details the process of identifying project risk.
Project risk identification involves determining which risks might affect the project and documenting their characteristics. Risk identification is an iterative process. The first iteration may be performed by a part of the project team, or by the risk management team, while the entire project team and primary stakeholders may make a second iteration and finally to achieve an unbiased analysis, persons who are not involved in the project may perform the final iteration. 
Those carrying out the process of identifying project risk should have a clear understanding of why the project exists in order to effectively identify the risks involved. 
Identifying risk is achieved using the following tool set:
a) Documentation reviews - Performing a structured review of project plans and assumptions, both at the total project and detailed scope levels, prior project files, and other information is generally the initial step.
b) Information Gathering Techniques – such as brainstorming, Delphi Technique, Interviewing, and Root cause analysis. 
c) Checklist analysis – analyzing  previous similar projects, lowest level RBS ( Resource Breakdown Structure)
d)  Assumption analysis - Every project is conceived and developed based on a set of hypotheses, scenarios, or assumptions. Assumptions analysis is a technique that explores the validity of the assumptions made. It identifies risks to the project such as inaccuracy, inconsistency, or incompleteness of assumptions.
e) Diagramming Techniques – the use of cause and effect diagrams, system and process flow charts, and influence diagrams.
f) SWOT Analysis - Ensures examination of the project from each of the SWOT perspectives to increase the breadth of the risks considered.
Using all the above tools creates the following outputs (which will be used in the next process of Qualitative risk analysis): 
a) Risks – which are the uncertain events or conditions that, if they occur, have a positive or negative effect on the project objectives.
b) Triggers – which are the risk symptoms or warning signs, they are indications that a risk has occurred or is about to occur. For example, failure to meet intermediate milestones may be an early warning signal of an impending schedule delay.
c) Input to other processes - Risk identification may identify a need for further action in another area. For example, the WBS may not have sufficient detail to allow adequate identification of risks, or the schedule may not be complete or entirely logical.
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