
IDS479/FIN479: Enterprise Risk Management 
Thomas Lee, UH 2420, 312-996-2786, Fax 312-413-0385 
e-mail: yslee@uic.edu, URL: http://www.uic.edu/~yslee 

Office Hours: Thursday, 2:30-3:20 PM or by appointment 
 

This class is sponsored by AON Risk Services of Illinois, Inc. 
with John B. Sullivan as Guest-Lecturer 

 
 

COURSE OVERVIEW 
Enterprise risk management (ERM) is a process carried out by an entity’s board of 
directors, management and other personnel, applied in strategy setting across the 
enterprise, designed to identify potential events that may affect the entity, and to manage 
risk to be within its risk appetite, to provide reasonable assurance regarding the 
achievement of entity objectives. Traditionally, risk has been managed in the 
compartments of operational risk, financial risk, and credit risk. Rather than allowing risk 
to remain in such “silos,” ERM insists that these must be brought together into one 
system of risk management. ERM has added value where management teams make 
decisions that exploit their firm’s true risk-taking capacity, complement their existing risk 
profile and further their overall strategic objectives. 
 
ERM has been a hot topic for several years. The Society of Actuaries (SOA) and its 
members have worked with other actuarial organizations around the world to develop 
best practices and share them with the public. The goal of this course is to show you 
where to access ERM information, help you learn and implement ERM, and introduce 
you to some of the SOA ERM’s initiatives. You will even be introduced to ERM for 
individuals. The course content is designed to be introductory, so provides less hard–core 
mathematics and more conceptual understanding and learning. The course contains a 
mixture of case discussions, and lectures by the instructor and guest lecturers. The course 
begins by providing an overview of traditional risk management. Then we proceeds to 
defining ERM and discussing risk in the context of ERM. Subsequent topics cover 
includes 

• The importance of ERM and how it creates value for an organization 
• The ERM Framework 
• The ERM process 
• Implementing an ERM program 
• Real-world ERM examples 

 
Learning Objectives 
After completing this course, you will be able to: 

• Define ERM and explain the principal terms used in ERM 
• Explain how ERM builds off of silo risks currently being managed 
• Plan the implementation of an ERM process and 
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• Describe how an ERM process can be leveraged to improve an entity's strategic 
planning. 

 
We are very fortunate to have this class sponsored by AON Risk Services of Illinois, Inc. 
the largest insurance and risk management broker in the U.S. Indeed, one of AON’s 
employees, listed in the header, is a guest-lecturer of this class, and will from time 
present in class and/or participate in the class discussion. This will provide the class with 
the proper “mix” of theory and reality, and will assure that the class will address the risk 
management issues faced by business, industry, and government. 
 
TEXTBOOK AND READING MATERIAL 
No require textbook is assigned for this class. A recommended reference book for the 
class is The Essentials of Risk Management, Crouhy, M., Galai, D. and Mark, R., 2006, 
Irwin/McGraw Hill. 
 
Required readings or links to them are available on the course web site. The course 
website also has PowerPoint presentations for all the material that I will introduce in class. 
These summarize the contents of the course, in addition to other material that will be 
discussed in class. You are advised to print these presentations (probably with 3 or 6 
slides per page, framed, in black and white printing format) prior to class, so that you can 
use them in class in lieu of notes. You are responsible for knowing the contents of these 
transparencies as well as whatever is discussed in class.  
 
COURSEWORK 
Projects—General: 
Students shall form teams of not more than four persons, and the team shall choose a 
company as the basis for both the mini and the final project. There are three ways for the 
team to select a firm. (1) You select a firm from a list given to you; (2) You select a firm 
of your choice that is publicly-traded and well-known. This approach has the advantage 
of your audience having useful background knowledge about the firm, but has the 
disadvantage of your having to rely on only publicly available information, and (3) you 
might choose a more local firm, such as the firm where you work. In this case you may 
be able to draw on your own familiarity with the firm and the issues that it faces. Of 
course, these are not mutually exclusive choices. 
 
Mini Project and Presentation: 
You will be given a specific risk scenario that applies to your firm. Your report and 
presentation should present an analysis of how that risk affects your firm and how your 
firm might act to anticipate such a risk and/or how it can respond to the event should it 
occur. The report should be no more than 2,400 words accompanied by no more than four 
PowerPoint slides. Please embed the slides in the document and submit it as a single 
word file. You will have a short time to present your analysis to the class. (The exact time 
will be determined based on the number of teams we have in the class.) 
 



Final Project and Presentation: 
Prepare a risk analysis of the firm that covers the general risks of the firm. Be sure to 
cover globalized risks that present issues for the firm. In addition, choose a particular risk 
exposure that the firm faces, but not a financial risk. Examples: Is there something that 
threatens the market for the firm’s products? Might the firm face special risk to some of 
their key inputs? Please choose a major and interesting risk. 
Prepare two deliverables: 
Written Report:  
A narrative report not exceeding 4,000 words explaining the risk posture of the firm and 
the risk analysis of the additional single risk exposure you have analyzed. You may 
accompany these pages with as many tables and graphs as contribute to the final product. 
Class Presentation:  
Prepare a presentation for class delivery. (The length will depend on how many groups 
we have.) This presentation is for the benefit of the class, so it should give the class a 
comprehensive understanding of the risks faced by the firm you have chosen. The 
exhibits in your presentation should be the same as those in your written report. 
 
CLASS ATTENDANCE AND HONOR CODE 
You are expected to attend all classes, and are responsible for all announcements made in 
class or in the announcement file. The university's honor code will be adhered to. 
Cheating, copying, or plagiarism will result in an automatic failing grade for the problem,  
exam or project for all those participating in  the cheating or copying, and may lead to a 
failing grade in the course for all those students who are deemed to have consciously 
contributed to the cheating. 
 
GRADING 
There will be two projects and midterm examinations. The grade in the course will be 
determined on the basis of class participation (5%), midterms (45%), two projects (50%). 
Class participation is understood in a broad sense ranging from class discussions to the 
development of pedagogical material Bringing interesting and relevant material (e.g., 
articles, books etc) to the attention of class and the instructor (with possibly a critique) is 
yet a third form of class participation. Group work is encouraged as it should improve the 
quality of project preparation and write-up. Groups are limited to a maximum of 4 
members. A single project’s report can be turned in per group. There is no predetermined 
percentage of the class that will get an A or that will fail. Final grades will be assigned on 
a curve, and I will exercise my judgment as to the cut points. However, rest assured that 
if you all do exceptional work you will all get exceptional grades.   
 
PREREQUISITE 
It will be assumed that students have taken a basic course in finance (e.g. FIN300 or an 
equivalent introductory course in finance).  IDS473/FIN473 is a plus but we would not 
assume it as a prerequisite. Students with concerns about their background are welcome 
to speak to the instructor. 


