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     TIME: 2 HOURS
INSTRUCTIONS:   
ANSWER QUESTION ONE (COMPULSORY) AND ANY OTHER TWO QUESTIONS

Question One (40 Marks)
Current trends of businesses are evolving with business transforming from small shops to malls and other non banking institutions providing banking services to their customers.  In the olden days, businesses were run in halls rented or at the back of buildings.  Tremendous change is being seen as businesses are growing, their trends are changing, due to increased competition among other factors.  Many companies have also opened branches and offices all over the country and across borders inorder to increase sales to minimize the chances of risks associated or leading to losses.  In Kitale, many small businesses have grown and developed to wholesale or companies and super companies which has attracted many local and international insurance companies to open their branches within the locality to sell their policies to the local businesses due to increased exposures to risks that has also increased due to the prevailing market environment.  In future, it expected that, managers of these businesses will have a big challenge and particularly banks and microfinance institutions (Saccos) due to the small crowded market and the increased level of risks.  They will therefore be left with only one option and that is to insure their businesses to cushion themselves against losses incase of increased risks.  Other businesses will be forced to exit the market if it will not be possible for them to meet the risk financing costs.

Required:

a)
In reference to the above case, discuss the major causes of increased level of risks in the local area being experienced by managers of such businesses.

(12 Marks)

b)
Describe any two (2) ways in which local business managers can finance the risks their businesses are exposed to.






(4 Marks)

c)
Assuming you are a manager in one of the Saccos established in Kitale, discuss some of the obstacles you may face while setting a reliable hazard risk management program for your Sacco.








(8 Marks)

d)
Discuss any three (3) roles the local county government may play in risk management practices for businesses in the local area of Kitale.



(6 Marks)

Question Two (20 Marks)
a)
Describe the relationship that exists between the terms ‘hazard’, ‘risk’, ‘vulnerability’ and ‘disaster’.








(8 Marks)

b)
Describe any six (6) pre-loss objectives risk managers must have in mind when setting up a good system of risk management in their organizations.


(12 Marks)
Question Three (20 Marks)
a)
You have been employed as the Chief Risk Officer (CRO) in your company.  Explain your roles and elaborate on the scope of your duties, functions and responsibilities.










(12 Marks)

b)
Describe the duties carried out by the following under risk management:

(i) Claim inspector






(2 Marks)

(ii) Loss adjustor 







(2 Marks)

(iii) Actuary







(2 Marks)

(iv) Broker








(2 Marks)

Question Four (20 Marks)
a)
Insurance mechanism works involves the relationship between the ‘law of large numbers’ and ‘risk pools’.  Discuss.






(8 Marks)

b)
Discuss any six (6) major challenges facing insurance companies in today’s business environment.








(12 Marks)

Question Five (20 Marks)

a)
Discuss any five (5) major types of insurance policies available to individuals, businesses and companies.







(10 Marks)

b)
Describe the major characteristics of risks that are considered insurable by insurance companies.








(10 Marks)
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