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Learning Objectives 
· Recognize the benefits of risk management, the circumstances under which an organization can 

retain risk, the characteristics of an enterprise risk management system, and the contents of an 
organization’s risk profile. 

· Specify the contents of a credit rating system, and the circumstances under which operational 
hedges, forward contracts, payment netting, call options, and interest rate swaptions are used. 

· Identify the risk mitigation efforts that can benefit from centralized marketing management and 
product testing, as well as the tactics used to mitigate the risk of false marketing claims. 

· Specify the uses of surety bonds, as well as the available risk mitigation alternatives for late 
deliveries. 

· Recognize the alternatives available to reduce the risks of insufficient capacity. 
· Identify the risk-related benefits of offering a richer benefits package to employees, as well as 

the options available for offsetting a decline in employee morale. 
· Identify the uses to which multiple scenario modeling and internal audits can be put, as well as  

how to reduce the risk of issuing financial statements that contain errors. 
· Recognize which risk can be reduced by the use of a hot site, and the risk represented by 

portable storage media.  
· Specify the risk mitigation tactics related to political risk and alliance risk. 
· Identify the employee notification systems that can be used in the event of an emergency, which 

forms of communication are the most effective, and which issues with employees may arise 
immediately after a disaster has occurred. 
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· Recognize the reasons why deductibles and co-pay are included in insurance contracts, the is-
sues with all-perils coverage, and the circumstances under which reimbursement occurs under 
business interruption insurance. 

· State how risk should be incorporated into analyses involving pricing, dividends, capital budg-
eting, and research & development. 

· Identify the uses to which risk-related reports can be put, the types of leading indicators, and 
how to evaluate credit ratings. 
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Preface 
The typical business is subject to a broad array of risks, including product failures, foreign currency ex-
change rates, floods, hail storms, and losing key employees. Some of these risks can be eliminated by 
purchasing insurance, but many cannot. Instead, a business must find ways to offset or avoid risks. It can 
also choose to selectively accept certain risks in exchange for targeted business opportunities, such as en-
tering into a new and unexplored market. Enterprise Risk Management shows how to identify and sort 
through these risks and deal with each one. 

The book is divided into two sections. In Chapters 1 through 10, we provide an overview of risk man-
agement and then focus on the risks found in each functional area of an organization, including treasury, 
sales and marketing, the supply chain, and human resources.  The intent is to identify risks and note ways 
to mitigate them. In Chapters 11 through 13, we deal with more specialized topics, which are insurance, the 
incorporation of risk into various financial analyses, and the measurement and reporting of risk. 

You can find the answers to many questions about enterprise risk management in the following chap-
ters, including: 

· How is risk incorporated into the strategy of a business? 
· How can the risk of not obtaining funding be reduced in a tight credit market? 
· What are the alternative methods for reducing interest rate risk? 
· What risks are associated with the supply chain? 
· How can the risk of not being able to recruit qualified job candidates be reduced? 
· What types of risks are associated with the information technology area? 
· What types of business entities present the least risk of loss for the investor? 
· Which terms and conditions are commonly inserted into insurance contracts? 
· How can risk considerations be included in price setting? 
· What are the core reports needed for management to monitor key risks? 

 
Enterprise Risk Management is designed primarily for professionals, who can use it as a reference tool for 
setting up a risk management system and monitoring the status of risks throughout an organization. 
 

Centennial, Colorado 
June 2024 
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