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Welcome Everyone!

To participate in today’s webinar, you must:
1.LOG-IN to SEE the web portion; and
2.DIAL-IN to HEAR the audio portion.

Call: 866-740-1260.
Use the following access code: 7853891
You will hear hold music until 2:00PM
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Risk Oversight

Audio Dial-In Information:
U.S. & Canada: 866.740.1260
Access Code: 7853891

April 3, 2013

Melanie Lockwood Herman, Executive Director

Nonprofit Risk Management Center
Melanie @nonprofitrisk.org
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= What is Risk Oversight?
» Who is responsible for risk oversight?

= What are common methods discharging the
responsibility for risk oversight?

= How will we know that we're exercising appropriate
risk oversight?

www.nonprofitrisk.org

Nonprofit
Risk Managem'ent

Center
...find the answer here

What is Risk Oversight?

“Risk oversight” and “Risk governance”
are sometimes used interchangeably

Let’'s compare to “fiscal oversight”:

» The board doesn’t act as the nonprofit’'s
bookkeeper, but is informed, aware, and
confident asking questions about fiscal
health, fiscal indicators and benchmarks,
and financial management practices
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The board doesn’t act as the Risk Management
Committee, but is:

» Aware of the nonprofit’'s top risks;

» Contributes to a shared perspective on risk;

» Confident that operational, enterprise-wide and
enterprise level risks are surfaced in a timely manner;

» Confident asking questions about factors that influence
risk, risk management methods and policies, and
assignment of risk responsibility.
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Let’s define Risk Oversight

» Oversight of the
organization’s
approach to surfacing
and responding to the
critical risks it faces.

www.nonprofitrisk.org
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Who is responsible
for risk oversight?

« “Ultimate risk oversight responsibilities

belong at the board level.”
An Evolving Model for Board Risk Governance, RIMS 2011

e A 2010 study of S&P 500 companies by
Deloitte — 58% said audit committee is
primarily responsible for risk oversight
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In 2009, David Walker undertook a review of corporate
governance in UK banks and other financial industry entities
due to the 2008 financial crisis. The Walker Report’s
recommendations included:

= enhancing the role of the board risk committee

= ensuring that the board risk committee has appropriate
access to external risk information

= due diligence by the board risk committee on significant
acquisitions and disposals

= improving the annual reporting of risk management
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RIMS Instant Poll - 12/10
“How does your organization’s board
discharge its risk oversight responsibilities?”

= 21% Full Board

= 32% Audit Committee

= 25% Risk Committee

= 7% Other Committee

= 15% No Formal Oversight
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* Identify and categorize risks
» Assign responsibility to appropriate risk teams
» Develop committee charters

» Determine meeting schedule, reporting formats,
methods for escalating or delegating risk issues

. Engage with board to determine its preferences
for receiving risk updates; type, frequency, etc.
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* Is our risk-taking calibrated to
balance the demand for short-
term performance/success with
long-term sustainability?

* Do we acknowledge (or bury)
failure and do we exercise
discipline in learning from our
mistakes?

www.nonprofitrisk.org

Enterprise Risk Management

“ERM has emerged as a significant
category for rethinking the
organization of risk management
activities... ERM should be
understood as referring to any
broadly based conception of risk
management... It signifies any
aspiration for a form of risk
management practice which is all
encompassing in scope, business- Organized Uncertainty

focused, and is suggestive of a bird’s i
eye view of organizational life.”
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#1

Understand key
drivers of success

#2

Assess the risk IN
current strategies
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#3

Define the role of the full
Board of Directors & others

#4

Determine if your existing “system” is
appropriate & has sufficient resources

#5

Determine the types/format
of risk info the Board requires

#6

Encourage constructive risk dialogue
between management & the Board
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#7

Closely monitor the potential
risks in your culture

#8

Monitor critical alignments of strategy,
risk, controls, incentives & people

#9

Consider emerging and
interrelated risks

#10

Periodically assess the board’s
ERM risk oversight processes
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Where and when does the topic of “risk”
come up?

Project planning

Board decision-making; changes in direction
After a loss

Other times

www.nonprofitrisk.org

Risk Oversight EXAMPLE

Enterprise Risks
Risks that threaten strategic, organization-wide, multi-year objectives;
Audit Committee and CEO to conduct annual review/update of enterprise risks and strategies

Audit Committee or Ascending Risk lssue
orﬁ:e o’m CEO I Jaoessttatns Boaed

review

Key Operational Risks
Major risks impacting operations, including risks that arise in one function and threaten
others, Committee meets quarterly to review, discuss and update the open list of key
I risks, rec d changes or additi and identify risks suited to other tiers.

Descending Risk asue Risk Management Ascending Risk lssue
Hand off to functional Warrants RM Committee
or risk task force Committee review and action

Single Function Risks: Risk MANAGEMENT TAsk FORCES
Risks that threaten or bolster progress towards goals and realization of functional goals
and objectives, or team/functional objectives
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Staffing, Staff Development AFFILIATE

fsuccession Planning Relationships
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Indicators of
RM Maturity

Capacity to identify, gauge, prioritize and
manage risks
Degree to which management decision-making
has a risk component
Depth to which risk awareness is ‘embedded’ or
‘systematized’ in day to day operations
Engagement of operational units in the RM
program

ERM Check Up

Understand key drivers of success
Assess risk in current strategies

Define the role of the Board (and others) in risk
oversight

Consider whether allocation of resources to RM
is adequate

Determine the types (and format) of risk
information the board and management require

Encourage constructive risk dialogue between
management and the board
Monitor potential risks in your culture

Monitor critical alignments - of strategy, risk,
controls, incentives & people

Consider emerging and interrelated risks: What's
around the next corner?

Periodically assess the board and management's
risk oversight processes
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Next Webinar
Mav1/2p.m.
HR Risk: Take the High Road without Getting Lost

Employment risks bear a hefty price tag in a nonprofit workplace. From
poor morale to costly litigation, allegations of wrongful, inappropriate
or illegal employment practices threaten a nonprofit’s mission. This
webinar offers practical, road-tested advice for minimizing the
likelihood of employment claims and aveiding common HR missteps.
Plus, all registrants will receive a free chapter from the soon-to be-
released book, Taking the High Road: A Guide to Effective and Legal
Employment Practices for Nonprofits-3rd Edition.

www.nonprofitrisk.org
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Thank youl!

Melanie Lockwood Herman
Melanie@nonprofitrisk.org
www.nonprofitrisk.org

(202) 785-3891
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