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Policy Questions 
•  To what extent are the current economic 

challenges causing the University to 
reassess it’s “appetite for financial risk”? 

•  To what extent can the new Enterprise 
Financial System support and promote 
an appropriate risk management 
environment? 



“Risk Appetite” Defined 

•  The amount of adverse exposure from 
an activity or portfolio of activities that 
an organization is willing to accept in 
pursuit of its mission and goals 

•  The costs an organization is willing to 
impose on itself to reduce that exposure 
to an acceptable level. 



What is Our Current Appetite? 
•  There are perceptions that our current 

appetite for financial risk is too low: 
– Internal controls ratcheted down too tightly  
– Current University culture leads to 

excessive process and over-regulation 
– Operational efficiency is being sacrificed 

•  EFS, as implemented, has contributed to 
these perceptions 



Impact of Economic 
Challenges  

•  Financial processes and activities must: 
– Minimize administrative costs 
– Be as efficient and effective as possible 
– Leverage the new PeopleSoft technology 

•  The University is already reassessing its 
appetite for financial risk, as state’s 
economic situation becomes clear 
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Guiding Principles 

•  Analyze all situations and factors within an  
activity or process; focus on highest risk 
situations or factors 

•  Choose the least restrictive form of risk 
management for the desired level of exposure 

•  The benefits of an increased appetite for risk 
should outweigh the costs and consequences  



Re-Evaluate Risk Appetite 

Key questions: 
•  What risks will the University not accept?  

•  How much risk will the University accept 
with no mitigation for the sake of 
operational efficiency and effectiveness? 

•  Do the additional benefits associated with 
an increased risk appetite exceed the 
additional costs or adverse impacts? 



The Enterprise Risk 
Management Framework 



Risk Assessment 
•  Employs a combination of both qualitative 

and quantitative assessment methodologies. 

•  Considers how individual risks interrelate into 
a system or portfolio, across all organizational 
units and levels 

•  Assesses risks from two perspectives – 
likelihood, and impact 

•  Assesses both inherent and residual risk. 



Risk Responses 

•  Options available: 
–  Avoid = eliminate the risk 

–  Reduce = institute controls 
–  Share = transfer the risk (e.g. insurance) 
–  Accept = monitor 

•  Residual (unmitigated) risk 
–  The amount of risk that remains after 

implementing one of the above options 
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EFS Impact on Control 
Environment 

•  EFS was designed to have a neutral or 
positive impact on control environment 

•  As implemented in 2008, this has generally 
been realized 

•  Operational efficiency and certain business 
processes were adversely impacted. 
– FY 2010 improvement plan addressing the issues 



EFS: Selected Impacts on 
 Control Environment 

Positive Impacts 

•  Management of 
accounts receivable 

•  Sponsored project 
billing, invoicing and 
cash collections 

•  Bank reconciliations 
•  External reporting 

Negative Short Term 
Impacts 

•  Reporting  
•  Account verification and 

reconciliation 
•  Excessive “separation 

of duties” 
•  Operational efficiency & 

administrative burden 



Conclusions 
•  The University is willing to raise its appetite 

for financial risk if: 
– The change does not increase risk exposure, or 

reduce mission-critical compliance 
– The benefits in efficiency exceed the costs of 

addressing any additional exposure 

•  The Enterprise Financial System can support 
a control environment appropriate for a higher 
appetite for risk 


