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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] The principles of assessing risk are;
. Ensure that a clearly structured process is in place which both possibility and impact are considered for each risk.
. 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 assessment is that it provides several benefits such as providing an order of pain or gain for each opportunity and risk that has been identified
Iii] These are the following activities take place in risk assessment process e.g. 
. understand and assess the probability of the opportunity or risk occurring 
. evaluate the impact of the opportunity or risk in terms of the project or business objectives.
. understand the interdependence between the risks. Ask if they would occur sequentially, so that one risk potentially triggers another or concurrently or in a parallel 
. document the findings
. Update the risk log, register or list
Iv] Risk appetite is defined as the amount of risk a business is prepared to accept or be exposed to at any point in time. risk appetite is also known as risk preference, attitude, tolerance or capacity.
V] The activities that take place in risk management are;
. Executing; risk response actions
. Monitoring; the efficiency of risk management action and
. Controlling; intervening when events are not adhering to the plan.
Vi] Influence diagram is a formal technique which can be transformed into a comparable decision tree and evaluated further.
Ii] It used for decision analysis these common notations. [I] Squares represent decision nodes [ii] diamond represent values [iii] circles represent uncertain or change event [iv] double circles represent those outcomes that are known at the time when inputs are given
2A] Risk register is an outcome of the proceeding process. The register should contain at least a complete description of the risk and risk categories with each risk having a unique reference number. The risk should be listed under the related risk categories. Furthermore, the risk owner and risk manager should be named whenever possible. If deemed useful, the register may include supplementary columns namely: notes to record background information on the risk and impact and to describe the impact of each individual risk on the business.
2B] Profit and loss account; This provides information on the expected profit for a specified period. low levels of projected profits will expose a company to a number of related risks in terms of business durability and operating practicalities. 
2C] Balance sheet; Similarly, the projected balance sheet should be critically examined to ensure the reliability of the projections with reference to the validity of the assumptions made and the completeness of the input data. The balance sheet will provide an indication of the vulnerability of a business to bad debts or late payments.
3a] Risk responses which are also known as risk reductions may also be called treat or mitigate. Risk diversification is a form of risk reduction whereby risk is dispersed, such as by investing in multiple stocks rather than a single stock. 
Diversification is the technique uses by people who do not want to put all their eggs in one basket in his focus on the treatment of hazardous materials in a manufacturing context to prevent personal injury, Wilkinson [2003] describes two general approaches that may be taken to reduce risk, reducing the likelihood of a risk occurring and limiting the loss should the risk materialize. Wilkinson describes methods to reduce the likelihood of occurrence of risks through strategies including protection, controls and maintenance. Method of risk reduction include the act of risk spreading such as dispersing chemical storage.
3b] Risk transfer is also known as deficit. Risk transfer is the method used to move a risk onto an external organization, entity or business. The main techniques in which risks are often transferred are contracts and financial agreements.
Transferring a risk does not decrease its possible severity, instead, the risk simply shifted to another party, sometimes transfer can increase the effect of the risk significantly, especially if the receiving party is not aware that it expected to absorb it. Taking out insurance is a common form of risk transfer.
However, insurance transfer doesn’t transfer all the risk as insurance contracts often include exclusions or excesses, as with motor insurance, the company that owns the risk will be responsible for initiating this system of risk response. Considering the merit of transferring a risk necessitates a business considering both its and the other parties, objectives, the relative abilities of the parties to assume the risk
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