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Getting ERM Done Right
How three organizations approached it
By Bailey Jordan with David Hughes, Claire Meehan and Michael Somich

H
ospitals are operating in an environment of 
market complexity, increasing stakeholder 
expectations and governmental regulations—
causing risk management to be more 

important than ever before. It’s no wonder that Enterprise 
Risk Management (ERM) serves as the leading approach to 
identifying, overseeing and monitoring the potential risks to 
an organization. This approach enables a hospital or health 
system to determine how much uncertainty and risk are 
acceptable.

Several healthcare risk management leaders who have 
successfully implemented ERM at their large, complex 
institutions with many key stakeholders talked with us 
and described their efforts to continue to develop their 
programs to meet the growing needs of their organizations 
to get ERM done right.

Duke University Health System

Michael Somich, Executive Director of Internal Audits

3 hospitals
1,512 beds
~2,700 physicians
$2.4 billion FY 2013 net patient-service revenues
Not-for-profit organization

ERM breaks down silos, creates transparent culture
When Michael Somich joined Duke in 2004, he reported 
to three different audit committees from three sectors 
of the university, each with its own audit charter. One 

of the first things Somich did was to make the charters 
consistent.

When Somich and his team began the ERM program in 
2006, they made the CEO/vice president of administration 
(chief of staff) the owner of the ERM process, and made the 
chief compliance officer the facilitator. With this executive 
support in place, risk management was attacked from the 
top down. Starting with strategic risk, they engaged hospital 
department owners regarding their key risk areas and 
developed a heat map.

“We got those people in the room that owned the strategic 
risks to talk about them and to develop the heat maps,” 
Somich explained. “The importance of this was, as you 
started to drive down to the rest of the organization, you 
have the leaders who were able to talk about what they did, 
why they did it, and why it was important.”

The organization had informal risk management practices 
in place, but having an official ERM program allowed 
consistency and involvement from more people and levels 
of the organization.

Other accomplishments
 • Breaking down the silos and allowing more people to 

participate in assessing risks and developing mitigation 
strategies

 • Formal reporting

 ◦ The team reports annually to the board on strategic 
and compliance risks, and biannually on operating 
and financial risks.
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HCA survey questions

1  What are the top three business risks (in order of 
priority) the organization will face over the next two 
years that could have a significant adverse effect on 
the organization’s ability to achieve its strategic and/or 
financial objectives?

2  What are some of the things the organization is doing to 
help manage/mitigate each of these risks?

3  In your opinion, are these risk mitigation strategies 
effective?

 • Clarifying the roles of the audit committee and the 
board

 ◦ The audit committee is responsible for risk oversight.

 ◦ Senior leadership provides an annual strategic risk 
evaluation to the committee and the board of directors.

 ◦ The audit committee approves the process that the 
organization will follow for the next year and advises 
the board of the plan.

Since the adoption of ERM, the institution has made better-
informed decisions. They have started using a common 
language to talk about risks, and the university has created 
an open and transparent culture. The program has evolved 
to the point where Somich’s team can take what the 
institution has created and tailor it to specific needs and 
organizational structures. For example, the health system’s 
ERM process is different from what is being done on campus.

Duke’s management is very satisfied with the progress they 
have made and the leaders appreciate the significance of the 
program. Somich looks forward to adjusting and building 
the program as needed and continuing to provide value to 
the university. That could mean providing information to the 
risk owners and determining what risks could be taken for 
opportunity or being prepared for an unlikely risk event.

Hospital Corporation of America (HCA)
David Hughes, Assistant Vice President, Enterprise Risk 
Management and Business Continuity Planning

162 hospitals
112 surgery centers
204,000 employees
Serves 20 states and England
Public company (as of 3/9/11); traded on NYSE
$28 billion total assets
$33 billion annual net revenue

Risk assessment survey provides vital intelligence
David Hughes helped HCA get its ERM program started 13 
years ago. Hughes had created risk-based audit plans in his 

previous roles, so when he joined HCA, his first step was to 
work with the chief audit executive (CAE) to help risk-base 
its audit plan.

Hughes and the CAE interviewed the top executives as part 
of the process. They discovered that there were many things 
that were not necessarily auditable, but they didn’t want the 
information to go to waste. Hughes and the CAE met with 
the CEO to present the findings. The CEO embraced the idea 
of ERM, recognizing the usefulness of the information, and 
he led the charge for starting the program.

Hughes believes that is essential to the success of the 
program—having someone at the top supporting the 
efforts from the beginning. He recognizes that one of the 
biggest hurdles to starting ERM is getting buy-in.

Hughes manages three programs for the organization: 
emergency preparedness, ERM and Sarbanes-Oxley. He has 
the physical, strategic and financial risks under his umbrella.

The ERM program follows an annual cycle that starts with a 
risk assessment, which includes interviews and surveys with 
management, and then updates the risk universe based on 
the new information. That universe can change three to four 
times a year.

Next, he reviews and documents risk mitigation strategies, 
and then monitors management’s action plan to address 
the strategies. Finally, Hughes presents the results to 
executive management and the board. This cycle provides 
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a framework and something tangible to share with the 
relevant business owners.

The CEO owns the ERM program, and Hughes and the CAE 
help facilitate it for the CEO. The board has responsibility 
for risk oversight and the ERM program helps them fulfill 
that responsibility. Hughes and his team identify the top 
risks, which are added to the board agenda on a rotating 
basis. While Hughes helps facilitate the process, it is the 
business risk owners who address the issues and present 
them to the board.

During the risk assessment process and scope of interviews, 
Hughes has found that his list of people to survey gets 
longer every year. He recommends starting small. “Some 
organizations don’t interview the board,” Hughes noted. “We 
interview all the board members, and they’ve embraced 
the process. We get good information from them and their 
perspective.”

Hughes and his team talk to all division presidents and CEOs, 
but not everyone they interview is in senior management. 
They sometimes talk to people who are leading strategic 
projects, and they send the survey to a sample set of 
hospitals (large, small, etc.) to get a range of information. 
The questions they ask are simple and open-ended, but the 
survey provides intelligence on what’s working and what’s 
not. It’s not a scientific way of researching information, but it 
works for HCA.

Hughes continues to update the program, adding new 
people to interview and changing the agenda items 
as needed. To continue the culture of transparency the 
program has created, Hughes keeps the key stakeholders 
involved. It’s important that the organization feels that this 
isn’t just an exercise in compliance, but also a value-added 
service that will enable the organization to reach strategic 
business goals.

Kaiser Permanente
Claire Meehan, Executive Director of Enterprise Risk 
Management

37 hospitals
600+ medical offices
Nearly 17,000 physicians
180,000 employees
More than 9 million members served by its health plan
Serves nine states and Washington, DC
More than $50 billion annual revenue

A practical program with a focus on strategy
In 2008, Kaiser’s CAE started exploring the idea of creating 
an ERM program. She began conversations with the 

CEO, the CFO, the chief compliance officer and the audit 
and compliance chairman, who had seen effective ERM 
programs at other organizations.

The development of a philosophy and overarching 
approach for ERM was completed in about two years. 
In 2011, with executive and board-level support, Kaiser 
established its first ERM program. Claire Meehan’s role was 
created, and she reports to the chief strategy officer, who 
reports to the CEO.

“I oversee the program’s objectives to provide senior 
management and the board with an understanding of 
enterprise-wide risk exposures and how they are being 
managed,” Meehan said. “Our goal is to drive a more 
integrated approach to risk management and support 
sound strategic planning that focuses on major risks.”

There was some concern when the program was being 
developed that it would become a huge project that might 
be over-engineered. Meehan was careful with her approach. 
Her aim was to be practical and create a program that 
complemented rather than competed with what they were 
already doing.

Kaiser looked at all the risk activities that were going on 
and built upon them. They already had a strategic risk 
process, strategic planning, a robust compliance program, 
and monitoring and action plans. They had also identified 
risks and compiled a risk universe. Meehan didn’t want 
to reproduce anything, but rather connect it all. The 
program was a platform for the organization to take a 
holistic look at all of the risks and understand how they 
link to each other.

Kaiser’s management guiding principles:

 • Flexibility to adapt to the organization’s needs (principle-
based, not rule-based)

 • Integration with the organization’s existing risk 
management efforts

 • Practicality and common sense

At Kaiser, the audit and compliance committee has oversight 
of the risk management process, but other committees and 
the full board have oversight of specific risks, and they have 
discussions about managing those risks over the course of 
the year.

Kaiser’s program is relatively new, but they’re eyeing their 
next steps for improvement. Meehan came from a strategic 
role, not audit, and she reports to the chief strategy officer. 
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They’re looking to not only mitigate risks, but to exploit 
them. Risk can also mean good things are happening, and 
Meehan would like to approach risks strategically to bring 
the most value to the organization.

Conclusion
These health systems had different sets of circumstances 
and approaches when starting their ERM programs, and 
they have all found the methods and processes that work 
for them. They have had to make adjustments to their 
programs to accommodate organizational structure and 
changing needs, and they are growing their ERM programs 
accordingly. A successful program will continually evolve to 
keep pace with an ever-changing risk environment. NP

Bailey Jordan is a partner in Grant 
Thornton’s Southeast Region Business 
Advisory Services practice and Gover-
nance, Risk and Compliance practice. 
You can reach him at Bailey.Jordan@
us.gt.com.

David Hughes is responsible for enter-
prise risk management include facili-
tating management’s risk identification 
and assessment process. You can reach 
him at David.Hughes3@HCAhealth-
care.com.

Claire Meehan leads a multiyear inte-
grated risk management planning pro-
cess. Previously, she led the development 
of the strategic plan for Kaiser. You can 
reach her at Claire.A.Meehan@kp.org.

Michael Somich is responsible for inter-
nal audit activities of Duke University, 
Duke Management Company and Duke 
Medicine. He manages the Institutional 
Ethics and Compliance program and 
facilitates Duke’s risk management 
process. You can reach him at Mike.
Somich@duke.edu.

Key takeaways

No two organizations are the same, and no two 
approaches to ERM will be the same either. Yet there 
are some fundamental takeaways that would benefit 
any organization in any industry.

 • Obtain early and visible involvement of senior 
leadership.

 • One process does not fit all; look at what you have 
and make it work from there.

 • Take your time; it does not need to be done all at 
once.

 • Gain board support and direction.
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