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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. 
	Question 1:

Enterprise Risk Management is a plan-based business strategy that identifies, assesses and prepares for any potential risks, dangers and hazards that maybe interfere or interrupt the businesses operations and objectives. The plan or risk profile should be available to all stakeholders and form part of the businesses annual reports.

All business, no matter the size, nature or industry, will be vulnerable to some element of risk. Therefore it is important that this process of identifying potential risks not be overlooked or forgotten. Being prepared puts organisations in a better position to respond if and when an incident occurs, rather than merely reacting. Ignoring the need to manage business risk could indeed be the biggest risk of all for many organisations. 

Question 2:

Risk Control is a stage of Risk Management. Controls are specific activities that are undertaken to reduce exposure to risk. Businesses can adopt one technique or a combination. The first step would be to control the identified risk at the point of origin. Examples of this would be to re-engineer or improve the process or either to discontinue the process entirely. 

If risks cannot be controlled then the option of insurance policies could be considered. However not all risks or insurable, or it may cost too much to insure them. Therefore the goal of ERM is to balance the risk and return for the whole company.
Question 3:

Components of a business plan.

 Strategic plan - a business defining its strategy, direction, goals and allocation of resources to support this purpose
 Marketing plan - an outline of a business’s advertising and marketing efforts for a period including costs
 Operations plan - a detailed plan that provides a clear picture of how a team or department will contribute to the achievement of the businesses strategy
 Research and development - the process by which a business works to obtain new knowledge that it might use to create new technology, products, services and systems that it will either sell or use to develop the business
 Management and organisation - summary of information about your business’s organisational structure, business member’s duties, skills and education/qualification. 
 Forecasts and financial data - the businesses sales forecast, expense budget, cash flow statement, balance sheet and profit and loss statement.
 Financing - provides details on how potentially profitable the business will be, how much debt and equity capital is required for the business venture and when debts are scheduled to be repaid.
 Risk management processes - the business’s process of identifying and assessing risks, developing strategies to manage risks.
 Business controls – the business’s process of how to implements and evaluate controls when risk are identified.

Question 4:

Now that companies understand the importance and need for ERM, the responsibilities have been given to a senior management function. This can be one person or several members. 

While several executives have significant responsibilities for ERM, including the Chief Risk Officer, Chief Financial Officer, Chief Legal Officer and Chief Audit Executive, the ERM process works best when all key managers of the organisation contribute.

The ERM framework states that managers of the organisation support the entity’s risk management philosophy, promote compliance with its risk appetite and manage risks within their respective spheres of responsibility consistent with risk tolerances. Therefore, identifying leaders throughout the organisation and gaining their support is critical to successful implementation of ERM. 





Question 5:

· See the risks that are not apparent: A comprehensive risk management program will identify and types of risks that our not apparent in every business and industry.
· Provide insights and support to the Board of Directors: Identifying risks outside the area of expertise may prove difficult. An effective ERM program will ensure risks are communicated correctly so the Board can act.
· Get credit for cooperation: Regulators, investors and stakeholders will hold the company in high regard for having a risk prevention program in place. 
· Reduce business liability: Reducing litigation risk with an ERM program in place makes the company more attractive.
· Frame regulatory issues: Preventative risk management programs provide greater insight into insurance, indemnity and liability issues and allow the company to better focus and structure its inquiry.

Question 6:

The fundamental goal of ERM is to avoid disruption or damage to the organisation as a result of unplanned or unmanaged risk events.

The purpose of risk management is to identify potential problems before they occur so that risk-handling activities may be planned and invoked as needed across the life of the product or project to mitigate adverse impacts on achieving objectives.

If a risk is identified the companys risk control procedure will be implemented to reduce or eliminate the risk. This will be done as soon as possible to ensure normal operation of the business. However there may be an occasion when the risk is so adverse and has such negative consequences that the entire process, product or service will need to be stopped, withdraw or cancelled before the company is further or irreparably damaged. This would disrupt the organisation. Therefore the goal of a ERM program should rather be to ensure the risks are actioned upon to ensure the organisation continues to operate and achieve its goals.
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