THE UNIVERSITY OF MICHIGAN
SENATE ASSEMBLY
ADVISORY COMMITTEE ON FINANCIAL AFFAIRS

Date: Thursday, October 24, 2019
TIME: 11:30 - | pm
PLACE: Palmer Commons - Boardroom #1

The Financial Affairs Advisory Committiee met on Thursday, October 24, 2019 Palmer
Commons, boardroom 1. Brian Love, chair of the committee and Kevin Hegarty, evpcfo,
welcomed committee members to the meeting and introductions of all attending were made.

The committee discussed potential topics for the coming year.

Mr. Hegarty introduced Lorraine Currie, director of enterprise strategic risk management. Ms.
Currie is the university’s inaugural director in this area. Ms. Currie explained she works with all
levels of the university and the Board of Regents to help them identify and assess strategic risks
and put processes in place to manage them. Strategic risks are those risks that, if realized, could
prevent the university from achieving its strategic goals. Ms. Currie reviewed the University's
Risk Philsophy and Guiding Princples {(attachment A), draft common risk language document
(attachment C) and the univeristy’s path to Enterprise Strategic Risk Management (attachment C).

Chair Love thanked Ms. Currie for her time and for the work she is committed to doing. The
meeting concluded at | pm.
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University of Michigan
Risk Philesophy and Guiding Principles

The endorsement of an enterprise risk philosophy by University of Michigan leaders recognizes
that the university’s missions of research, teaching, and service necessarily entail some risk. It
also acknowledges that not all risks are equal and that risk cannot be completely eliminated

Adopting a philosophy and adhering to guiding principles provides a framework for policy and
process development and decision making throughout the university. This can empower faculty,
staff, and students to take informed and reasonable risk in support of the university’s mission and
to elevate higher-level risk-related concerns. The philosophy and guiding principles also
recognize that risks and tolerance for risk will vary among university units and so must be
defined and coordinated by leaders in each arca.

U-M's Risk Philosophy fi.e., the set of shared beliefs and attitudes characterizing how U-M
considers risk in everyvthing it does, from strategy development and implementation to its day-to-
day activities)

1. Risk 1s inherent in the work of the university; therefore risk-taking is necessary to carry
out our mission,

2. The university seeks to establish a risk-aware culture where the balanced consideration of
risk 18 integrated into decision making at all levels.

3. Risk averse behavior and risk-taking behavior each have their place in university decision
making.

4. Risk management is a shared responsibility at all levels of the university.
5. Risks will vary by unit and will change over time.

6. Informed decision making regarding risks can only occur after the risks are understood
within the context of the work being done.

7. Appropriately managed risk unleashes potential for innovation, efficiency, and cost
savings across the university, and can facilitate positive changes in each of the

university’s mission areas of education, research and scholarship, and service.

8. The effective allocation of resources requires an appropriate assessment of risk.



COMMON RISK LANGUAGE
Draft

Risk: The possibility of an event, incident or occurrence that will have an uncertain effect on the
achievement of objectives or cause harm.

Enterprise Risk: The possibility of an event, incident or occurrence that will have a substantial uncertain
effect on university-wide operations.

Strategic Risk: The possibility of events, incidents or occurrences that will have a substantial uncertain
effect the university’s ability to meet its mission, vison, strategic goals or objectives.

Impact: The consequence or result of an event, incident or occurrence.
Likelihood: The probability of an event, incident or occurrence happening.

Severity: Magnitude of impact of an event, incident or occurrence to the university and its ability to
recover,

Risk Velocity: The time it takes for consequences of an event, incident or occurrence to begin or the
time between the start of an event, incident or occurrence and the point at which the university feels its
effects.

Risk Priority: Level of immediacy or focus necessary based on analysis of risk impact, severity and
likelihood.

Controls: Strategies, plans or actions that modify, reduce or mitigate the likelihood or consequences of
events, incidents or occurrences.

Enterprise Strategic Risk Management: The institutional discipline, culture and control structure in
place to continuously improve risk management capabilities to meet the institution’s mission, vision,
strategic goals or objectives.

ENTERPRISE STRATEGIC RISK MANAGEMENT
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The University's path to

UNIVERSITY OF
MICHIGAN

Sample of Risk Presentations to Regents

: based on risk discussions with executive leadership
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