[image: BOLC_Logo]                                                                  
 (
   
Assignment Cover Sheet
)



	Student Name:
	Stafford Austin Melerine

	Student Number:
	2391

	Course:
	Diploma in Risk Management 

	Assignment NO:
	6 Risk Assessment, Evaluation and Management



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. 
	Please insert your completed assignment ( in word format)  here:

Assessment 6
1. i. The three principles important for assessing risk are:
· Ensure  a clearly structured process is in place in which both possibility and impact for each risk are considered
· Distinguish between residual and inherent risk. 
· Record the risk assessment in a manner that facilitates observing and identifying risk priorities.

ii. The importance of Risk Assignment is its evaluation of possibilities and impact of risk and opportunities that have been identified should they occur. It provides several benefits such as an order of pain or gain for each opportunity and risk that has been identified. The risk assessment is most adequate when it:
· Is comprehensive and incorporates to the extent possible an evaluation of all the risk in a risk register that were developed in the identity stage

· When it involved the people who could make informed and well reasoned valuations of the risk involved
· It contains consistent definitions of impact and probability
· Risk management expertise was available to support the assessment
· The financial banding used for each risk was appropriate and not to broad or open-ended in terms of the upper band if a probability impact matrix was used
· Adequate time was assigned to complete the assessment process
iii. The activities that take place in the risk assessment process are essential for identification of the possibility and occurrence of risk and their potential impact. These activities are:  
· Understanding and assessing the probability of the opportunity or risk occurring
· Evaluating the impact of the opportunity or risk in terms of the project or business objectives
· Understanding the interdependence between the risk; analyzing if they  would occur sequentially, concurrently or in parallel
· Documenting the findings
· Updating the risk log, register or list
 iv. Risk appetite can be defined as the amount of risk a business or organization is prepared to accept or be exposed to at any point in time. It is also known as Risk Preference, Risk Attitude, Risk Tolerance, or Risk Capacity. Each company’s or organization’s risk tolerance is unique; although benchmarking with other organizations in their market may occur. A company’s appetite for risk will vary depending on its culture, objectives and conditions in its business environment.  Its appetite is its ability to absorb risk.  

v. The most important process goal of risk management is to observe the performance of risk response actions to notify authorities about the need for proactive intervention. The activities for the risk management process are: 


· React to early warning indicators to forewarn executives of the need for developing risk management interventions
· Register alteration in the details of the opportunities and/or risk on the risk register
·  Review whether risk managers and actioneers are implementing the responses there are responsible for
· Report on the success or failure of the opportunity and risk managers’ actions and the changes in the overall risk profile. 

           vi. The influence diagram technique is a formal technique which can be transformed into a comparable decision tree for further evaluation. Shapes often represent common notations – Squares represent decision nodes, Diamonds represent values, Circles represent uncertain or chance events, Double Circles represent the outcomes that are known at the time the inputs are given. It is used for decision analysis by providing a framework around which decision makers and experts can discuss interrelationships of decisions and events and the management of the problem without any formal statistical, mathematical or probabilistic method. It contributes to reducing large amounts of data to those statistics necessary for decision making. It provides a degree of sensitivity analysis to demonstrate the extent of the effect that specific decisions or uncertain events have upon final outcomes. 
    

2. a) The risk register is an input that is a result of the risk identification process. The risk register documents the identified risk and should contain each risk with an assigned unique reference, a complete description of the risk, the category of risk, the risk owner and manager; and may include supplemental information such as notes of background information on the risk and impact and a description of the impact of each individual risk on the business. The risk should be listed in the register under their related risk categories



b) The Profit and Loss account is one of the projected financial statements used to predict financial outcomes and health of the organization. It provides insights to profit and loss during a specified period in time. It is used to help assess how profit and loss, particularly loss, exposes the company to financially related risk in terms of durability and operating practices.

c)  The Balance Sheet is another one of the projected financial statements used to predict financial health of the organization and assess financial risk. The balance sheet should be examined critically to ensure its reliability with reference to the validity of the assumptions and completeness of the input data. It will provide an indication or vulnerabilities of the business to bad debts, late payments, and under capitalization.  

3. a) Risk Reduction is a risk response strategy and is part of risk control. Risk reduction also may be called risk treatment or mitigation. Risk reduction uses strategies to reduce or eliminate the impact of certain risk. Risk diversification is a form of risk reduction. 

b) Risk Transfer or Risk Reassigning is another risk response strategy. Risk transfer is the method of moving the risk to an external organization, business, or entity. The main techniques used to transfer risk are contracts and financial agreements. When considering transfer four tests must be applied: Objectives of the parties, cost effectiveness, ability to manage, and risk context. It is important to recognize that even when risk is transferred it does not totally protect the business from the effect of the risk. 
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