Enterprise Risk Management
June, 2015
MW X:XX – X:XXPM, Room XXX
Instructor:          Yijia Lin, Ph.D., CFA
  Department of Finance
  University of Nebraska-Lincoln

        E-mail: yijialin@unl.edu
Class Materials:   A. Class notes are sent via email.
                               B. In class exercises.

 C. Calculator.
A financial calculator is required. Bring your calculator to class each day. 
 D. Three required Harvard Business School cases can be purchased from the following website: 
https://cb.hbsp.harvard.edu/cbmp/access/23468920
If you have a Harvard Business Publishing account from another class, click Login Now. If you do not have an account click Register Now and create your account.  These steps will move the Coursepack (case study) into your Library. To access your Library go to http://hbsp.harvard.edu and login. The first time you access your Library you will need to purchase the Coursepack ($3.95/case).  Thereafter, when you access your Library you can open or download the case study.
  E. Required Fall 2011 SOA Advanced Finance/ERM (AFE) Exam case study "Zoolander Life" is posted on the Blackboard.

Announcements:    All of my announcements will be sent to your email address provided to me.
Course Objectives: 
The course objectives are that by the end of the semester, the student should be able to:
1. Explain the rationale for managing risk and duality in risk management strategies;

2. Describe the fundamental concepts of risk management and evaluate integrated and nonintegrated risk management frameworks;
3. Define Enterprise Risk Management (ERM) and explain ERM infrastructure;
4. Demonstrate the ERM process steps to be followed once the ERM framework is in place;
5. Evaluate the properties of risk measures and explain their limitations; 

6. Demonstrate three components in ERM risk quantification;

7. Demonstrate how ERM can be appropriately embedded in an entity’s strategic planning;
8. Demonstrate how to define and measure an organization’s risk appetite; and demonstrate how an organization uses risk appetite to make strategic decisions;
9. Make recommendations regarding ERM framework and risk governance for a particular firm that would most likely lead to the greatest increase in value.
This course emphasizes the process of problem analysis and solution. That is, how well can you THINK?!!  Creativity and courage are highly valued.

Course Design:
To achieve the objectives listed above, the course includes a variety of techniques. The class notes are the springboard for organizing the corporate risk management literature. Then we counterpoint the concepts with case analyses to highlight issues and give students a chance to practice critical thinking and communication. 

Grading:
Participation 



Attendance:


              16 points


In-class Involvement:
                          16 points 

Case    

            Case Analysis                                       30 points

Exams    

            Final Exam                                           38 points

Participation:
Why is "participation" listed first? Your participation is a key element of the design of this course! As Alexander Astin points out in his chapter "Student Involvement: The Key to Effective Education" (p. 151) "...instructors can be more effective if they focus on the intended outcomes of their pedagogical efforts: maximizing student involvement and learning." Much of the learning will occur through discussion and activities, either as a class or within small groups. It is expected that you will come to class prepared and ready to contribute.
Basically there are four levels of participation: level 1: physically or mentally not being present or negatively affecting the overall learning environment (talking during lectures, interrupting others during discussions, etc.); level 2: unprepared participation ("off the top of your head" type comments not based on the required material - i.e. "I liked this reading a lot"); level 3: prepared participation (demonstrated by a general preparedness and willingness to engage in discussion and activities); and level 4: exemplary participation (where significant value is added to the learning process such as through evocative questions, well grounded solutions to applied questions, assisting classmates in learning material, thoughtful responses, or sharing of relevant experiences). Evaluation of participation will be based on the quality, not quantity, of contributions made each class session. As you can see, you will be justly rewarded for consistently reading the material prior to class and being an active participant each and every class session. While my intent is to make class participation voluntary, I reserve the right to call on students if I feel that the class as a whole is not engaging in the topic at hand. 
What will be counted as participation? Both your attendance and in-class involvement will be counted as participation. Your attendance will count 16% and in-class involvement another 16% for your final grade. First, it is required that each student be in every class. Your in-class involvement grade will be adversely affected by each absence, no matter what reason, even if permitted and/or excused by your instructor. Moreover, the final grade of students who are absent for three times will be automatically lowered one level (e.g. A- down to B-). An absence from class for any reason (job conflict, job interview, illness, appearance in court, transportation problems, travel, athletic event, etc), even if permitted and/or excused by your instructor, will count as one of the class absences against the three-time cumulative limit specified above. Your attendance will be counted by name rolls in each class. In order to keep the fairness in the class, students who choose to leave the class early will be counted as absence for the class. But if you do have some important things to do, which make it impossible for you to come to the class or stay in the whole class, please let me know either right before or right after the class. Second, your in-class involvement will be considered according to your in-class performance based on the four levels of participation described above. Please note that while telephones, beepers, computers etc. can be wonderful communication tools, they are a problem in class. So no electronic devices (except calculators) are allowed during class time and exams. In addition, please be respectful to other students in the class: restrain yourself from being in and out of the class and don’t chat with others in the class. Problem students may have their grades reduced or have them removed from the course. As participation could make a difference of A and B to your final grade, fairness is extremely important. Please always put a name tag in front of your table to help me remember your names. Please remember to sign your name in each class. Otherwise, you should be responsible for your own mindlessness.  
Case Analysis

(Oral team discussion format)
This class discusses four cases about risk management. You will be assigned to act as a risk manager to analyze the problems for two of these cases.  You will be on a team with other risk managers.  You will not meet with the team beforehand.  Team-based tackling of risk management issues are realistic and typical tasks for risk managers, and mirrors a typical work challenge. Please read the Case Assignments Handout carefully for specific guidelines for preparation and grading.

NOTE: All case analyses in this class are designed to be INDIVIDUAL, INDEPENDENT, assignments.  Therefore, you may neither give nor receive assistance from others on the case assignments.  Evidence that you have not presented independent work will be grounds for immediate review for unethical conduct, and may result in an immediate “F” in the class.  I am interested in YOUR best effort, not perfection.
Final Exam: 
Final exam represents 38% of your final grade. Final exam will be closed book. There will be no trick questions or surprises on the exams. Exams will be representative of material covered in the class notes, case discussions, and in-class exercises.  
Make necessary arrangements to be in class on the exam date for your own benefit.  
All students MUST take Final Exam on the scheduled time period and date. No other time period and date will be permitted.
Grade Distribution:
Final grades will be calculated using the following scale:


  Scale
              Grade



97-100 points
 
A+
            93-96.9                        A

            90-92.9                        A-

87-89.9

     B+
            83-86.9                        B

            80-82.9                        B-

            77-79.9                        C+

73-76.9

     C
            70-72.9                        C-

67-69.9

     D+
            63-66.9                        D

            60-62.9                        D-

Below 60
                   F

Grade Discussions:
Grade discussions are conducted on an individual basis and in private only. Any student wishing to do so may make an appointment with me.  Should the problem not be resolved satisfactorily at the first step, further consideration of the problem will require the student to submit to me a detailed written description of his/her concerns.  Class time is to be devoted to discussion of course content.  
Seating Assignments:

There will be assigned seating to facilitate roll taking.  Please find a seat in which you feel comfortable by the second class period.  If space permits, reserve three seats nearest the door for late comers. 

Policy on Academic Honesty:
As members of the academic community, students are expected to recognize and uphold standards of intellectual and academic integrity. The university assumes as a basic and minimum standard of conduct in academic matters that students be honest and that they submit for credit only the products of their own efforts.  Academic dishonestly will result in a grade of F.  As part of academic honesty, students are expected to adhere to all instructions given on examinations.
Course Outline:
	Date
	Topic

	
	Why is Risk Costly to Firms

	             
	

	
	Risk Management Strategies

	
	

	
	Nonintegrated and Integrated Risk Management Approaches

	
	

	
	ERM Basics and Infrastructure

	
	

	
	Case discussion 1: Wellfleet Bank

	
	

	
	ERM Risk Quantification

	
	

	
	ERM Risk Decision Making and Risk Messaging

	
	

	
	Case discussion 2: Honeywell, Inc.

	
	

	
	Case discussion 3: Hydro One

	
	

	
	Case discussion 4: Zoolander Life

	
	

	
	Final Exam (XX:XX to XX:XX, Wednesday)

	 
	 


Caveat: This syllabus provides a general plan for the course. Deviations may be necessary.
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