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NURTURING INNOVATORS

RIARA SCHOOL OF BUSINESS
JANUARY –APRIL 2025 TRIMESTER
EXAMINATION FOR BACHELOR OF BUSINESS ADMINISTRATION
EVENING PROGRAMME
RFN 102: INTRODUCTION TO RISK MANAGEMENT

DATE: 12TH APRIL    2025							     TIME: 2 HOURS
GENERAL INSTRUCTIONS: 
Students are NOT permitted to write on the examination paper during reading time. 
This is a closed book examination. Text book/Reference books/notes are not permitted. 
 SPECIAL INSTRUCTIONS 
1. Write your REGISTRATION NO. Clearly on the answer booklet(s). 
1. Answer Question One and ANY other TWO questions.
1. Questions in all sections should be answered in answer booklet(s) 
1. PLEASE start the answer to EACH question on a NEW PAGE.
1. For the questions, write the number of the question on the answer booklet(s) in the order you answered.
1. Write on both sides of each leaf and indicate number of each question at the top of each page.
1. Write the answers in a paragraph form unless stated otherwise. 
1. Marks allocated to each question are shown at the end of the question. 
1. All rough work must be done on the answer booklet and crossed through!
1. Use supplementary pages only when you have exhausted those in this book
1. Fasten the supplementary pages to the inside back cover of this booklet

QUESTION ONE 
Azure Ltd is a company which sells inclusive tours (i.e. international flights, hotel accommodation and meals) to four million customers. All the hotels are independently owned and operated. The company employs 8,000 people and uses 11 leased aircrafts. Azure has a representative office at each of the 18 holiday locations.  Clients pay in cash and on credit, one of the clients of the company who owes the company 20% of the debtors has been declared bankrupt and a cash reconciliation of last month has identified missing cash of Kshs two million. Pinzon Ltd is threatening to sue Azure Ltd on allegation of not being environmentally friendly. Your firm has been invited to tender for the risk assessment facing the Azure Company Ltd. 
Required.
(a) Explain THREE factors you will need to consider before placing a tender of assessing the risks facing Azure Ltd                                                   			(3marks)
(b) Describe FOUR risks that are likely to be associated with Azure Ltd 	(4marks)
(c) Suggest to the Management of Azure Ltd on FIVE ways of Managing the risks identified above                                                                              			(5marks)
(d) Describe any THREE environmental risks that Azure Ltd might be facing   
                                                                                                                  	(6marks)                                                                                                              
(e) A financial consultant has advised the Board of Directors of Azure Ltd, that a company of their status they require proper internal control systems. Identify any FOUR essential features of a good internal control system                                                                                                     
(4marks)
(f) Boster plc is a Multinational Company in U.S.A with investments in several countries. It is considering investing in four developing countries, Uganda, Tanzania, Zambia and Rwanda. 
A consultant report has produced the following assessments of the countries.
   Country                           Expected Return in dollar       Likelihood or Probability
  Uganda                                  15million                                        0.20
  Tanzania                                20million                                        0.25
   Zambia                                  24million                                       0.20
   Rwanda                                 22million                                       0.35
Required. Using the expected monetary value advice the company in which country they should invest to maximize returns.                        						(8marks)
                                        
QUESTION TWO
[bookmark: _Hlk190445008]Explain the following terms as used in Risk Management
(a) Risk Capacity                                                                           		(4marks)
(b) Risk Tolerance                                                                         	 (4marks)
(c) Risk Appetite                                                                    		 (4marks)
(d) Impact or Consequences                                                       		(4marks)
(e) Likelihood or Probability                                                       		(4marks)

QUESTION THREE
(a) List and explain any FIVE causes of business interruption 		(10marks)
(b) Suggest ways in which the causes identified above can be managed by the company                                                                                       
(10marks)

QUESTION FOUR
Write brief notes on the following types of risks
(a) Systematic risks                                                                  		(4marks)
(b) Unsystematic risks                                                              		(4marks)
(c) Financial risks                                                                       	(4marks)
(d) Non-financial risks                                                               	(4marks)
(e) [bookmark: _GoBack]Operational risks                                                                 		(4marks)
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