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About Risk Management Committees:  An Invaluable Resource

Many businesses and large nonprofit agencies employ full-time, professional risk managers who coordinate the organization’s loss control, claims reporting, insurance purchasing, safety and other functions.  Other organizations use an outside advisor to review exposures and develop strategies on an ongoing basis.  While the role of a risk manager or risk management advisor varies from organization to organization, these professionals generally provide leadership in identifying, controlling and financing risk.

In many small and mid-size nonprofits or those that are volunteer driven, budget limitations preclude the hiring of a professional risk manager or the formation of a risk management department. In such cases, the use of a Risk Management Committee can be a highly effective alternative.  In instances where a professional risk manager has been retained, a Risk Management Committee can serve a valuable supporting and partnership role in the organization’s overall risk management efforts.

What is a Risk Management Committee?
A Risk Management Committee is a group of individuals brought together to develop and oversee an organization’s risk management program -- generally the agency’s efforts to identify, control and finance risks.  In the nonprofit sector, risk management committees typically include staff and volunteer representatives. In one respect, the Committee serves as a substitute for a professional risk manager or risk management department.  From another perspective, the Committee enables an organization to get the widest view possible of potential risks, as well as tap the creativity of a larger group of people in identifying and pursuing solutions.

Who should serve on a Risk Management Committee?

The appropriate composition of a Risk Management Committee will vary depending on the organization's unique risks.  For example, a nonprofit health clinic’s risk management committee may include medical professionals, an attorney, an insurance professional and a member of the administrative staff.  The committee for a nonprofit mentoring program serving at-risk youth may include the volunteer coordinator or intake professional, one or more of the mentors who volunteer for the organization, an attorney, and an insurance professional.  When deciding on the composition of the committee, an organization should identify individuals with a range of expertise who have first hand knowledge of some of the risks that an organization might face.  Nonprofit risks generally fall into the following categories:
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Traditional business risks (such as the loss of equipment due to fire and the risk of a wrongful termination claim); 
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Exposures that are truly unique to the nonprofit sector (tax assessments from unrelated business income, contract liability resulting from a volunteer’s apparent authority, or liability from an auto accident in which a volunteer was using his own car to transport clients); 
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Service delivery-related risks -- those associated with the specific services being delivered (abuse of vulnerable clients/members, for example, or the negligent referral to an unqualified service provider).

In light of the above, it is important to include individuals who are familiar with traditional business/operating risks as well as those who are familiar with the details of an agency’s particular operations.  The latter need is a strong reason to include at least one regular staff member on an otherwise volunteer Risk Management Committee.  The most effective committee will consist of individuals with knowledge and experience concerning the nonprofit’s operations, plans for future programming, legal structure, and operating procedures.

What are the core responsibilities of a Risk Management Committee?
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Identifying and evaluating exposures -- The Committee’s responsibilities are not unlike the duties of a professional risk manager, and typically begin with the process of identifying and measuring the risks facing an agency.  In some organizations, an outside consultant may be used for this effort.  When this is the case, the Committee supports the effort by participating in interviews with the advisor and offering suggestions about the types of risks facing the organization.  When an agency has decided to undertake a risk management process without outside help, the Committee’s work generally begins with a brainstorming session in which the members discuss “what could go wrong” as well as the likelihood of each identified harm occurring.
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Developing risk management strategies -- The Committee’s job continues with the identification of practical, affordable loss control strategies that will reduce the likelihood of harm occurring or minimize losses if the risk should materialize.  The use of a committee with broad experience and differing perspectives is particularly important in this phase of the process.  With staff and volunteers serving on the committee, there may be greater assurance that the committee’s recommendations will be practical and widely accepted.  What risks should be avoided altogether?  What risks can be minimized through operational changes?  What risks can be self-insured by reserving funds to pay to anticipated losses?  What risks require outside financing (such as the purchase of an insurance policy)?
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Implementing the risk management plan -- The Committee’s work continues with the development of a plan which outlines the major risks facing the nonprofit and the strategies that will be used to address these risks.  In addition, the plan should detail how various assignments and responsibilities will be handled, and the names or roles of those who will be responsible for implementing each facet of the plan.  The plan should include information on the financing programs arranged, including coverages purchased, renewal dates, and claims reporting procedures.
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Monitoring and updating the plan as needed -- In some respects, the Committee’ work is never finished.  Managing nonprofit risks requires an ongoing commitment to revisiting strategies, looking for emerging or changing exposures, and staying abreast of developments which impact the likelihood of harm.  The activities and programs of most nonprofits vary considerable from year to year.  The Risk Management Committee looks at how these changes impact risk (for example, does the addition of a new service add a professional liability exposure?).  In addition to updating the plan, the Committee should update the nonprofit’s board on a regular basis with respect to its findings and efforts.

Other important tasks of a risk management committee may include:
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Developing a risk management policy for the organization that affirms the organization’s commitment to safeguarding its assets and establishing goals for risk management (i.e. improving client safety);
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Selecting an outside insurance advisor (typically a broker or agent) and negotiating insurance arrangements;
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Communicating the agency’s risk management plan and loss control procedures to affected parties, including staff, volunteers, the board of directors, clients and the general public; and
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Overseeing or managing loss prevention activities.

The designation of a Risk Management Committee is often the starting point for a nonprofit committed to controlling risk.  A Committee structure can be invaluable in supporting the identification of exposures as well as the development of practical strategies for preventing losses and minimizing the impact of losses when they occur.  

