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	Question 1:
i. Risk Management was born from the activity of buying insurance. Initially organisations felt that the best way to minimise losses was to purchase insurance against potentially harmful events, which we would now term “risk events”. Risk Management evolved because the attitudes of businesses and decision-makers changed, realising that minimising losses could be supported by both preventive and corrective measures. As a result, additional strategies for dealing with risk and risk events were devised, leading to contemporary Risk Management practices.

ii. Uncertainty is a deficiency of knowledge or information about an event, its consequences and/or its likelihood of occurrence. The uncertainty which surrounds an organisations pursuit of its objectives is the backdrop against which risk exists. Risk cannot exist in an environment of absolute certainty as risk is a tangible representation of the potential effect of a deviation between what we expect to happen and what actually transpires. If there is no uncertainty, there can be no such deviation and therefore no risk can exist or impact the organisation.

iii. Risk Management has two primary functions, both of which support the goal of protecting and creating value. Specifically, Risk Management exists to support the successful achieving of its objectives. It seeks to do this by:
a. Reducing, minimising or preventing losses, damage or harm which may occur through the introduction of threats; and
b. Maximising or realising potential gains, which become achievable and possible by the existence and availability of opportunities.

iv. Pure Risks are those risks which can result in negative impacts, losses or harm only. Because the results of pure risks materialising or not leads either to loss or no loss there is no potential for gain. The purpose of managing Pure Risk is simply to prevent losses i.e. Death or serious injury etc.
Types of Pure Risk are:
a. Personal Risks - Losses which can occur as a result of harm or damage to a person’s wellbeing.
b. Property Risks – Direct or indirect losses or damages arising from damage or harm suffered by current assets, such as property, plant and equipment.
c. Liability Risks – These are as a result of non-compliance with legislation or regulations, such as Criminal, Human Rights or Environmental Law etc. The non-compliance can occur by means of negligence or by intentional disregard.
d. Risks arising from the failures of others – By our interaction with other parties, such as outsourcing or suppliers, we allow the actions of such parties to affect our own activities. Failure by a third party to complete required functions causes consequences which inevitably are incurred by the organisation.

v. The Risk Management process involves the following elements:
a. Establishing the context of the organisation to understand what internal and external factors will have an impact on its ability to achieve its objectives.
b. Identify risks based on the activities and processes of the organisation.
c. Assess the nature and extent of the risks based on existing risk criteria; establish the severity of the potential consequences and probability of events occurring.
d. Evaluate the significance of these risks by considering the existing controls and other mitigating or aggravating factors which may modify the risk’s significance. Separate tolerable risks from the intolerable risks, which need to be treated.
e. Treat the appropriate risks by means of an appropriate technique, based on the nature of the risk and the organisation’s attitude to risks. The treatment options can include reducing uncertainty, likelihood or severity, avoiding the risk, removing the source of the risk, risk sharing (risk financing) or assuming (accepting) the risk by informed decision.
f. Communicate the results of the risk management process with the required stakeholders, as determined by the organisation. These could include internal or external stakeholders or parts and combinations thereof. 
g. Monitoring and Improvement of the risk management process is imperative to ensure its existing effectiveness and its resilience and ability to adapt to changes in the social, natural and economic environments. 

vi. Business Risk Management is an effective tool for maximising profits. It is used to control or minimise costs and losses and promote gains through the reduction of uncertainty or the likelihood or severity of deviations from expected outcomes. It can be used as a factor to modify calculations for expected earnings or to adjust discount rates realistically. This information is immensely valuable to make informed business decisions, including those relating to expansions, developments, new projects, other activities and even how to manage threats. Business Risk Management improves the organisation’s ability to calculate cost to benefit ahead of the decision making process.

Question 2:
As discussed, profit is maximised by increasing gains and decreasing losses. By making the decision making process more informed, strategic decisions are based on more accurate information and therefore yield consistently more positive results. By its definition uncertainty can be reduced by the discovery and better understanding of relevant information. Increasing certainty allows for both preventive and corrective measures to be established, thereby reducing the probability or severity, or both, of an event or circumstance. Risk Management improves the likelihood of achieving objectives.

Question 3:
The most common Risk Management Techniques discussed are:
i. Risk Avoidance
Choose a response to an identified and evaluated risk which allows for it to be avoided entirely. This can be achieved by preventing interaction with the source of the risk i.e. not eating beef to avoid mad cow disease.
ii. Risk Reduction
The significance, or potential impact, of a risk can be reduced by reducing the uncertainty surrounding the source, reducing the likelihood of a deviation or reducing the severity of the consequence of a risk event occurring. Usually this involves improving procedures or controls, modifying strategies or even system redesign.

iii. Risk Assumption
There are situations where a decision to accept a risk is a viable option. Often this is “correct” when the costs associated with managing a risk exceed the expected increase in benefit or value. If an organisation does not need to modify, reduce or avoid a risk, it can simply accept it.
To determine the most appropriate course of action an organisation should define its criteria for evaluating risk. Benchmarking, for example, is an effective means of establishing thresholds.

Case Study:
It is clear that a risk management process, if one existed, was not being suitable applied. Although the extent of the impact of the GFC could not have been predicted, there were measures which could have assisted Telford.
1. Telfords mitakes were:
a. High reliance on Tameer
b. Lack of solvency planning
c. Expansion should have created independent business units
d. Unrealistic capital structure calculations, leading to ineffective leveraging
2. A risk management strategy forces organisations to consider the potential impacts of political, economic, social, technological, environmental and legislative changes. Recognition of these factors allows for accurate criteria for identifying, assessing, evaluating and treating relevant risks.
a. By relying heavily on an individual client, Telford created the risk of diminishing profitability. This would occur as a result of the loss of the client as a proportionate percentage of overheads were allocated to revenue from this source. Contingency planning could prevent the crippling effect of the loss of such revenue.
b. Cost cutting would have been applied when solvency risk, identified through forecasting, was identified. The use of revenue-linked thresholds would allow such forecasting. More time would have been available to make changes and less money wasted.
c. The risk of one division being able to cripple the other(s) really should be been considered. A number of multinationals have seen business closure because their divisions were not economically independent.
d. Because risk was not considered, the discount rate by which the organisations internal rate of return is discounted, was not correctly applied which led to inaccurate capital budgeting calculations. Consequently the available financial leverage was over exaggerated and the lending was not supported. 

With all this said, hindsight is a perfect science. I will say however that using risk management could have improved preventive and corrective measures. Although this cannot guarantee that the results would have improved it certainly improves the linklihood.
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