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	1. Give short answers for the following questions: (16)

I. Which processes are involved in project risk management?
Six processes are involved in project risk management[footnoteRef:1]: [1:  Project Management Institute, A Guide to the Project Management Body of Knowledge (PMBOK Guide, fifth edition), 2013, p.308.] 

· Risk management planning: the process of defining how to conduct risk management activities throughout a project
· Risk identification: the process of determining which risks may have an impact on the project
· Qualitative risk analysis: the process of prioritising risks by assessing their impact & probability 
· Quantitative risk analysis: the process of quantitatively analysing the effect of identified risks on the project objectives
· Risk response planning: the process of developing responses to the risks, to reduce threats to project objectives
· Risk monitoring & control: the process of monitoring risk response plans, controlling risks throughout the project
Within a project, the project manager and project team will identify potential risks that may impact the project & strive to develop adequate responses to those risks.

II. Define the term ‘risk holder’s tolerance’.
Risk holder's tolerance is the degree, amount or volume of risk that an organisation or individual will withstand[footnoteRef:2]. [2:  Project Management Institute, A Guide to the Project Management Body of Knowledge (PMBOK Guide, fifth edition), 2013, p.310.] 

Depending on the type of project and the conditions, different tolerances of risk will be available. A project to install new medical equipment in a hospital will have little room for acceptance of errors and a lower degree or volume of risks than for instance a digitisation project where life and death are not at stake and the acceptance of risk is completely different.

III. What is risk identification?
The risk identification process is the process of identifying the risks and documenting how their presence may affect the project.
The key benefit of this process is the documentation of existing risks and the knowledge and ability it provides to the project team to anticipate events.[footnoteRef:3] [3:  Project Management Institute, A Guide to the Project Management Body of Knowledge (PMBOK Guide, fifth edition), 2013, p.318.] 


IV. Define ‘qualitative risk analysis.
Qualitative risk analysis 'qualifies' the risks that have been identified in the project.
It is an approach to rank risks by priority, based on their probability of occurring and their impact on the project whenever they should occur.
Once the risks are identified and prioritised, qualitative risk analysis may lead to more in-depth quantitative risk analysis, or to appropriate responses to the project's risks.

V. What is a decision tree method? How it is used for examining risks?
A decision tree method is a method used to determine which of the decisions would be better. It examines the cost and benefits of the decisions outcomes and the probability of success of those decisions.
A decision tree can be used to determine buy-versus-build scenarios, lease-or-purchase equations, in-house-versus-outsourcing.
The purpose of the decision tree is to make a decision between alternatives, e.g. in function of costs.

VI. Explain the term ‘risk response’.
Risk responses are the options and actions needed to reduce threats to the project objectives.
The responses of identified risks must be in balance with the risk itself. The cost and time invested in a risk must be met with the gains achieved from reducing the risk's impact & probability.
There are 4 categories of risk response: avoidance, transference, mitigation & acceptance.
To successfully prepare for risk response, the project manager and project team can rely on several inputs, resulting from the qualitative and quantitative risk analysis.

VII. What is ‘risk acceptance’?
Risk acceptance is the process of accepting the risk because no action is feasible or the risk is deemed to be of small probability or impact.
Active acceptance entails the development of a contingency plan should the risk occur.[footnoteRef:4] [4:  A contingency plan is a predefined set of actions to be taken by the project team should the risk occur. The contingency allowance if the amount of money that the project will need to deal with the risk event.] 

Passive acceptance requires no action; the project manager & project team will deal with the risk whenever it arises.

VIII. Give some examples of risk transfer.
Risk transfer will transfer the risk (and the ownership of the risk) to a third party. The risk will not disappear but will be someone else's problem.
Examples of risk transfer are:
· Insurance
· Performance bonds[footnoteRef:5] [5:  A performance bond is a surety bond issued by an insurance company or a bank to guarantee satisfactory completion of a project by a contractor.] 

· Fixed-price contracts
· Warrantees
· Guarantees

2. How can the effects of risk be mitigated? Give some examples. (4)
The effects of an identified risk in the project can be mitigated by reducing the probability & impact of that risk. Mitigation is carried out before the risk occurs.
Risk mitigation is used as a risk response whenever the cost and time required to reduce or eliminate the risks is more cost-effective than repairing the damage caused by the risk.
Some examples of risk mitigation are:
· Adding activities to the project to reduce the risk probability or impact
· Completing more tests on the project work before implementation
· Developing prototypes, simulations and limited releases
· Simplifying the processes within the project

3. Discuss in details the process of identifying project risk. (10)
Identifying the risks that may hinder the project's success is done after completing the risk management plan.
Inputs to the risk identification are amongst others: risk management plan, cost management plan, schedule management plan, quality management plan, human resource management plan.
Risk identification should be a planned, methodical approach. For the identification, the project manager & project team can envisage - amongst others - the following tools and techniques:
· Reviewing the project documentation
· Brainstorming the project
· Using the Delphi technique[footnoteRef:6] [6:  The Delphi technique is an anonymous method of querying experts about foreseeable risks within a project.] 

· Interviewing project stakeholders & experts
· Using a checklist of risks (similar to projects completed in the past)
· Exploiting diagramming techniques, like influence diagrams, flow charts or fishbone (Ishikawa) diagrams
When the risks have been identified, they must be categorised. The project manager can use one of the following four major categories of risks:
· Project management risks
· Organisational risks
· Technical, quality or performance risks
· External risks
The final output of the risk identification process will be the risk register in which all identified risks are listed and risk responses recorded.
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