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mm AGENDA

* Risk in higher education

» Evolution of risk management

» Enterprise risk management - definitions
and overview of frameworks, models, &
implementation considerations

*  Why your institution should consider
pursuing ERM now

+ Q&A

#Altraining

RISK IN HIGHER EDUCATION
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“When troubles
come, they ares.
not as single spies,

\

“Any issue that impacts an

organization’s ability to
meet its objectives.”

e

“The effect of Lfncertanfﬁj""
on objectives, whether
positive or negative.”
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almost every recent instance in whi s g
niversities have faced significant lega
nsequences, [substantive aspects of] the
organizational managemen:

Externally
Driven

Financial Risks Strategic Risks

Internally
Driven

Information
Systems
Student
Activities
Camp

Hazard Risks Operational Risks

Figure courtesy of Marsh Inc.
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RESPONSES
TO RISK

Transfer to
a third

mitigate/

control the
negative
effects

Accept some
or all of the
consequences
of the risk

“Higher education law is’moving, steadily, to
consolidate around paradigms of
reasonableness and foreseeability--which
focus much more on conduct;-choices and
information--and away from the concept of
colleges’ special status and their
disengagement from students to avoid risky”

Peter Lake. “Higher Education Called to Account”. Chronicle. June 29, 2007.
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#Altraining

EVOLUTION OF RISK MANAGEMENT

“The only alternative to risk
management is CFisis
management --- and crisis
management is much more
expensive, time consumm!

and embarrassmg.

James Lam, Enterprise Risk Management, Wiley Finance © 2003
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mm THE EVOLUTION OF
RISK MANAGEMENT

T’o Risk is b Risk is an O Risk is

S £ perceived + expense: %”uncertainty:
B as negative: J & focus is on g focus is on
S @ focus is on 9 reducmg &2 opt1mlzmg

= ¢ transferring c cost-of-risk. | risk taking
to achieve

= © risks.

“We can't solve problems

by using the same kind of
thinking we used when we
created them.”

Albert Einstein
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 Objectives Focused
« Predictive Indicators

. » Foresight
Proactive e
» Creates and
captures value

» Event Focused
. « Post Action Response
Re active - After-thought
« Transactional
« Protects Value

Andre LeDuc, University of Oregon

“Without good risk =
management practices
[an organization] canijOE
manage its resources s

effectively. Risk ;2

management means <

more than preparingfor-

the worst; it also means.

taking advantage of

oppor tunities.” S Sheila Eraser; Auditor General of Canada
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#Altraining

ENTERPRISE RISK MANAGEMENT

Institution-wide process to identify,
evaluate, prioritize and manage risks
inherent in university operations

Becomes a process built into rogtine
business practices "y

El
Tied to strategic objectives
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WHY ERM?

I'raditional Risk
Management Framework

Enterprise Risk
Management Framework

Measuring & managing the risks
separately for each department - Silo
Factor

Measuring and managing different
types of risks individually

Does not account for the
diversification effect

i *  May double count risks

Risks with no owners

Integrating the risks across the
various departments.

Common risk languages

Aggregating different types of
risks using a useful measure

Accounts for diversification effect
Avoids double counting

Risk is everyone’s responsibility

Strategic Management Process

Planning
and
Vision Budge.ting
Where Strategy Who v:lllllg do
are we What will we itan ?y
going? do? when?
Mission
Why do Strategic
we exist? Planning
How will we
do it?
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Corporate Industry
Disasters Initiatives

Best
Practices/ Regulatory
Internal & Actions

External Enterprise
Risk
Management

Jean Chang, Former Yale University Risk Director

mm BALANCING RISK
ATTITUDES

What level of risk should we assume?

Risk
Avoiding

Risk

Risk Optimizing SeeTdne

Steve Deck, University of Maryland, Baltimore
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mm THE COSO ERM
FRAMEWORK

I
i formn

www.compliancysoftware.com/solutions_enterprise_risk_management.html l." IM

mu ISO 31000 FRAMEWORK

a) Creates value
Mandate
b) Integral part of and
organizational processes commitment (4.2) € "
€) Part of decision making I 5.3
d) Explicitly addresses
uncertainty Design of Risk A)
Tramework 2
o) Systematic, structured for managing risk
and timaty 4.3) .\ g ‘—.{ Rink identification (5.4.2) |.-... :
1) Based on the best
available information g
) Tailored Improvement ek b | 3
management
Mol ool b @) sk et 643 _ (-1
cultural factors into (4.6
) Transparent and inclusive
Monitoring -1 Risk uation

1) Dynamic, :nav. and — e —Oi oval (5.4.4) |._...

. of the
K) Paciiitates conti Spemmmorkc
Improvement and “n
enhancemaent of the

nization Ik treatment (5.5)
inciples Framework
(Clause (Clause 4) Process
(Clause
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S\

Process

mm TRADITIONAL SIX STEP RISK MANAGEMENT PROCESS

tldentify loss exposures \

Analyze loss exposures

Monitor risk
management program
and revise as needed

Examine feasibility of

management risk management

tmplement selected risk

technique(s) techniques
Select appropriate risk
management l
technique(s) H ACADEMIC
/ Ol IMPRESSIONS 28

Betty Simkins @University of Oklahoma, Spears School of Business
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FRAMEWORK

mm TRANSLATING TO THE HIGHER EDUCATION
ENVIRONMENT: UNIVERSITY OF VERMONT ERM

Institutional Strategy

* University mission and vision
* University strategic plan
* External and internal context

Institutional Governance

+ Commitment, engagement,

objectives

and sponsorship
* Roles and responsibilities

* Program oversight and
management
* Risk decisions

[Erems |

* ERM program goals and

* ERM guiding principles

* UVM risk philosophy

* UVM risk tolerance

* Risk awareness

* Risk ownership

* Common language

= ERM policy and procedures

ERM Process

Risk assessment

Risk identification

!

Risk analysis

v

Risk evaluation

Risk response

I

Communication,
coordination &

Change
management

consultation

Education
& training

il

I

Continuous
improvement

Monitoring
& reporting

mm ELEMENTS COMMON
TO ALL FRAMEWORKS

"
\#\

Rationale for managing risk
ERM goals and objectives

Oversight and management
structure for ERM process

Implementation plan

Risk management process
Risk reporting methods
Communication
Monitoring

AD

RES
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mm STAGES OF ERM
IMPLEMENTATION

Monitor/
Review

Carol Fox (2011)

Enterprise Risk
Management for
Higher Education

Conference Information

“June10-11, 2015 - Atlanta, GA
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#Altraining

WHY YOUR INSTITUTION SHOULD
CONSIDER PURSUING ERM NOW

Risk, in one form or another, is
present in virtually all worthwhile
endeavors.

We recognize that
not all risk is bad,
and our goal is not
to eliminate all risk,
for by doing so we
would cease all
productive activity.

Rather, our
goal is to
assume risk
judiciously,
mitigate it
when
possible, and
prepare
ourselves to
respond
effectively
and
efficiently
when

! necessary.

= Emory University
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mm PRIVATE INDUSTRY
VS. HIGHER ED

In private industry, boards and CEOs routinely
consider risk in strategic planning.

According to a recent study by Association of
Governing Boards and United Educators,
higher education is lagging behind.

— 60% of respondents said their institutions do
not use comprehensive, strategic risk
assessment to identify major risks to mission
success

— 5% of respondents said their institutions have
exemplary practices for management of
major risks to mission success

— See www.agb.org/research and www.ue.org
for more details on the survey results

T €
1o¥
v’
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m= ERM
BENEFITS

Coordinate risk
activities

Improve ratings
agency scores

Reduce costs

Improve
performance

Guide strategic
planning

Improve cross-
silo
communication
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ms COMMON ERM
CHALLENGES

Steve Deck, University of Maryland

, Baltimore @il I MPRES

Identifying executive sponsors

Establishing a common risk language
Describing the organizations risk appetite
Identifying and describing the risks in a
"risk registry"

Implementing a risk-ranking methodology
to prioritize risks

Establishing a risk committee and/or Chief
Risk Officer (CRO)

Establishing ownership for risks and
responses

€
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ms MORE COMMON
ERM CHALLENGES

Steve Deck, University of Maryland

, Baltimore oll MPRES

Demonstrating the cost-benefit of the risk
management effort

Developing plans to ensure the risks are
appropriately managed

Developing consolidated reporting for
various stakeholders

Monitoring the results of actions taken to
mitigate risk

Developing methods for 3rd party and
remote employee participation
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M= FIVE STEPS FOR TRANSITIONING TO ERM

Determine what value your organization will
gain from ERM.

Scan the internal environment for what is
already being done.

Find a champion.

Adapt processes to the organization’s

Strive for continuous improvement.

HACADEMIC
ell MPRESSIONS 3

Source: RIMS Executive Report Transitioning to Enterprise Risk Management. All Rights Reserved.

What is one challenge that
you face on your campus
as it relates to ERM?

20
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ﬁ EVALUATION

Thank you!

Please remember to complete the event evaluation.
Your comments will help us continually improve the
quality of our programs.

https://www.surveymonkey.com/s/QPW3PWC
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