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Overview

A chapter can be at some degree of risk in the categories of people, reputation, finances, and safety. Reducing chapter liability and potential risks protects the chapter from costly lawsuits and safeguards the chapter’s assets and members. Conducting a risk assessment is an important component of the board’s fiduciary and management responsibilities. 

The Chapter Risk Assessment Guide is designed to be used by your chapter’s board to evaluate risk and determine strategies for mitigation. This guide should stimulate thinking among the leaders of your chapter about best practices regarding the reduction of risk for your chapter, its leaders, and its members. 

By completing a risk management assessment, your chapter will satisfy Chapter Operating Requirements (CORE) Element 1.8. 

At a minimum, it is strongly recommended that your chapter have a general liability policy. Incorporation is also strongly encouraged. Both of these mitigate some of your chapter’s risk. 

If you have questions regarding this guide and risk assessment, please contact your chapter coach.
Why is this important?

Consider this . . .

· chapter board members sued when chapter leader advises group from podium not to do business with someone because of XYZ

· chapter sued for damages alleged in excess of $25,000 when event participant allegedly tripped over projector cord and injured back

· treasurer loses $3,000 cash deposit

· chapter members become irate when checks are not processed within 60 days of receipt

· VP Finance absconds with over $2,000 of chapter funds

· chapter loses in excess of $10,000 dollars on one event

Every chapter, from the smallest to the largest, can take steps to avoid surprise when it comes to unexpected occurrences that can adversely impact the chapter.
Basics of Risk
ASTD chapter boards should look at the risk the chapter faces, what is being done to minimize risk, and what the chapter plans if an activity occurs that negatively impacts the chapter. Assessing risk is best accomplished as a board because the diversity of viewpoints, information, experience, and risk tolerance will lead to better assessment and actions.

At a minimum, chapters must conduct a risk assessment, involving reviewing chapter operations, identifying potential threats and the likelihood of their occurrence, and then taking appropriate actions to address the most likely threats. 

There are several steps the chapter can take to dramatically reduce the chances of experiencing a catastrophic event that ruins or severely impacts the chapter. To conduct this assessment you need to work through some simple steps.
· Step 1: List all chapter activities 

· Step 2: Identify the risk associated with each activity

    Four main categories include:

· People

· Reputation

· Financial

· Safety

· Assess likelihood and severity for each risk
· Step 3: Develop a risk mitigation plan (how the chapter plans to make a risk less likely to happen and ways to reduce the severity of the consequences to the chapter, if it does happen)

The contents of this Chapter Risk Assessment guide will walk you through a process to help your chapter be prepared and proactive when it comes to risk. This guide also contains various aspects of risk management including information about insurance, benefits of incorporation of your chapter, and ways to maintain a safe physical environment at chapter meetings.
This process should be completed and then updated on an annual basis or as changes occur within your chapter. 
Risk evaluation process 

See Appendix A on page 15 for a sample containing each step of the process. 

Step 1: List all chapter activities
List the activities you engage in as a chapter. Some sample activities are listed to stimulate your thinking. Cross-off or rename any that do not apply to your chapter. Add additional activities as appropriate. For each activity, complete the Activity Evaluation Form in Step 2 on page 5. 
1. hold meetings

2. offer programming

3. serve food

4. collect money

a. cash

b. credit cards

c. checks

5. spend money

6. maintain a membership database/online database

7. elect officers

8. market

a. external

b. internal

c. sending email 
d. selling mailing lists
e. phone calls
9. pay staff (chapter administrators, etc.)

a. contract

b. full or part time employee

10.  maintain a chapter website

11.  maintain a chapter office

12.  use volunteers

13.  <14-20-chapter fill in additional activities, if applicable>
Step 2: Identify the risk associated with each activity
Based on the activities you selected in Step 1, complete the “Activity Evaluation Form” on page 5 for each activity, indicating the perceived risks associated with the activity. Use the table to indicate the likelihood the risk could happen and the severity if it did happen, using the ratings from the scales on the form. 

Activity Evaluation Form

Activity __________________________________________

For each risk, determine the likelihood that this risk could happen, using the following scale:

5 – Very likely–has happened to our chapter before

4 – Likely–has happened to other ASTD chapters (to your knowledge)

3 – Possible–has happened to other volunteer organizations (to your knowledge)

2 – Somewhat unlikely–has never happened to another volunteer organization (to your   

      knowledge)

1 – Remote–has never happened

Then rate the severity–if it did happen–what would be the worst consequence to the chapter/member. Always identify the worst case possible:

5 – Causes the death of a member/guest

4 – Puts the chapter out of business

3 – Injures a member/guest or costs the chapter a significant amount of money or significantly harms reputation of chapter

2 – Cost the chapter some money and/or hurts chapter reputation

1 – No real injury to members, guests, chapter finances, or reputation

Four main risk categories include:

· People

· Reputation

· Financial

· Safety

Many risks will fall into multiple categories
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Step 3: Develop a risk mitigation plan

For each risk that scores above a 1 in severity and has a likelihood of 3 or higher in Step 2, complete the “Risk Reduction Plan” below. If you feel that an item with a likelihood of 2 or higher needs a risk reduction plan, a risk reduction plan should be completed. 
Risk Reduction Plan
	RISK
	LIKELIHOOD
	SEVERITY

	
	
	


How can we reduce the likelihood that this risk will occur?

If we implement these items, what would the new likelihood be?

If the risk did happen, how can we reduce or eliminate the severity? (This may not be possible–sometimes it is impossible to reduce the severity.)
Given this reduction, what would the new severity be? 

Chapter Risk Reduction Action Plan

Transfer the actions you will take to reduce risk from the “Risk Reduction Plan” on page 6 to the “Chapter Risk Reduction Action Plan” below. For each action, assign a deadline for completion and the person to which this action is assigned. Be sure to retain this page for your chapter records. 
	Action
	Deadline:
	Assigned to:
	Completed:

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


Review these actions at your leadership team meetings to make sure that all actions are accomplished and you have eliminated or reduced risks that impact your chapter.

Minimizing risk with speakers 
In order to minimize certain risks with speakers, have the speaker read and agree to a written policy for speaking at your chapter event. An example is below (make the necessary changes to reflect the needs of your chapter). See the “Working with Vendors” toolkit for additional information.:

Sample from ASTD TechKnowledge® 2007 Conference & Exposition

Speaker Contract

I, <name>, accept the invitation to speak at the ASTD TechKnowledge® 2007  Conference & Exposition, to be held Wednesday, Jan. 31 – Friday, Feb. 2, 2007, in Las Vegas, Nevada, USA.  

I will deliver: 

SESSION ID AND TITLE: 

DATE: 

TIME: 

DURATION: 

FORMAT: 

TRACK: 

I understand that by signing and returning this Speaker Contract, I make a commitment to fulfill the role of speaker by delivering my session as described in the original proposal to the best of my ability at the appointed time and location, and to meet all deadlines required by ASTD. If for any reason I am unable to attend the conference and fulfill my responsibility as a speaker, I agree to notify ASTD immediately and, if possible, secure an appropriate substitute who can deliver the session. ASTD reserves the right to accept or decline the proffered substitute.  

I further understand that by signing and returning this Speaker Contract, I agree to meet all deadlines for submission of forms, handout master, registration information, and other information required by ASTD.

__________________________________

Signature

__________________________________

Date

 Please sign Speaker Contract and email to speakers@astd.org or fax to 703.683.6070 by Friday, September 8, 2006. 
Privacy
Due to Privacy Act regulations, nonprofit organizations need to be careful when they disseminate information about their membership.

There are three areas to be discussed:
Do not call (or email)

There are some members who do not want to be contacted by vendors. A good way to protect your chapter is to include a line item on your membership application as to whether or not the member can be called about ASTD.  

For email purposes, you can use the same disclaimer on the membership application. Some members would not like to receive electronic newsletters or email flashes about ASTD events.

Selling mailing lists
A chapter may decide to sell mailing lists for a one-time use to different training-related organizations. If a member wants to be excluded from this list, the chapter should provide options for the member to opt-out, such as on the membership application. As a board, you can protect yourselves by making sure that lists are sold only to human resources and training-related organizations. For example, a car insurance salesman should not be allowed to purchase the chapter’s mailing list. 
Web access to membership information

Many chapters have websites with their membership directory information listed on the sites. Please keep membership information password protected and include it in a members-only area of the website.

Example (exclusion from email lists):

Email address:  _________________________________________________




ASTD does not sell email addresses

(
Check here if you wish to be excluded from chapter emails.

· From time to time, the chapter sells a one-time use of mailing labels. This is for training-related events only. Check the box if you want to be excluded from the mailing list, which may be sold to third parties.

Privacy policy statements

A privacy policy is a legal notice on a website providing information about the use of personal information by the website owner. Privacy policies usually contain details of what personal information is collected, how the personal information may be used, the persons to whom the personal information may be disclosed, the security measures taken to protect the personal information, and whether the website uses cookies and/or web bugs. 
It is recommended that chapters publish a privacy policy statement on their websites. The following links contain sample privacy policy statements: 

· http://www.astd.org/astd/termsprivacy

· http://www.google.com/privacypolicy.html
· http://info.yahoo.com/privacy/us/yahoo/details.html

Liability insurance
Liability insurance is insurance coverage to protect against claims alleging that one's negligence or inappropriate action(s) resulted in bodily injury or property damage. 

Directors and Officers Liability Insurance (D&O)

General liability insurance focuses on property damage and bodily injury. In contrast, D&O

policy insures against the “wrongful acts” of the organization, its directors, officers, employees,

and volunteers (depending upon the definition of “Insured”). In general, this means the actual or

alleged acts or omissions, including breaches of duty, that the directors, officers, or other

insureds may perform.

ASTD chapters operate autonomously and only under the “general supervision” of national ASTD. Because of this open relationship, ASTD is not responsible for the debts of the chapters and cannot be responsible for the indemnification of chapter directors and officers.

Chapter officers should address the question of how they wish to secure themselves against the

risks associated with managing the chapter. If indemnification is warranted, it may be provided

through insurance, through the reserve funds, or through current operating income.

The price, terms and conditions of D&O insurance policies offered by all D&O insurers are negotiable. More favorable terms and conditions are often available, without additional cost. In order to get the best price and terms, you may need the help of an insurance agent who specializes in the placement of D&O policies. 

A typical D&O policy covers officers and directors for claims made within a stated period because of actions that officers or directors took or failed to take in their capacity as a chapter board member. 
Incorporation—information for ASTD chapters

Incorporation helps to protect board members from liability arising from acts of the organization or its officers, board, or staff. Maximum liability of an incorporated organization is generally limited to the assets of the association. Statutory regulations governing unincorporated associations are fragmentary and incomplete. Thus, their legal status is less clear. The traditional purpose of incorporation is to shelter the “owners” from personal liability. Corporate status allows an entity to be considered a “person” under the law, and to sue and be sued in its corporate name, thereby sheltering its officers against liability. Federal laws do not require chapters to incorporate, however ASTD strongly encourages chapters to incorporate for their own protection. Chapters chartered after 2008 will be required to be incorporated. In addition, state or local laws, however, may require incorporation. Local legal counsel should be sought concerning if, how, and in what form a chapter should incorporate. In deciding whether or not to incorporate, the chapter should consider state and local regulations, liability factors, vendor relationships, legal fees, and administrative burdens associated with incorporating. 

Click here to access state nonprofit incorporation forms and information available through the Internal Revenue Service (IRS) website.
Benefits and disadvantages of incorporation

To help you decide whether incorporation is right for your chapter, we've compiled a list of advantages and some important drawbacks.

Benefit #1: Tax exemptions

As a nonprofit corporation, your chapter is eligible for state and federal exemptions from corporate income taxes plus certain other taxes. If your chapter expects to make a profit from your events, exhibits, or product sales, you would likely want to seek an exemption. A tax-exempt nonprofit will also save on local taxes such as those levied by your state and county. Only with a state-recognized non-profit corporation can you be exempt from income, sales, and property taxes. 

Benefit #2: Protection from personal liability

Shielding members of your chapter from personal liability is key among the benefits of nonprofit incorporation. Board members and officers, and employees (if applicable) of your chapter will be protected from liability for liabilities, including unpaid debts or lawsuits against the chapter. Creditors can go after only your chapter’s assets, not the personal assets of the people who manage, work for, or volunteer for your chapter. That’s not true of an unincorporated chapter.
Benefit #3: Organizational perpetuity

An incorporated chapter is a legal entity separate from individuals who manage it or organize it. It is this separate legal existence that affords the protection from liability, and the ability to exist beyond the involvement of the people who start or who have managed them in the past. 
Benefit #4: Helps chapter establish and maintain structure

Forming a nonprofit corporation is not simple but the documents required do so help the chapter to be clear about its mission, think through its operating rules, and develop procedures for decision making. Clear-cut delegation of authority and specific operating rules embodied in the articles of incorporation and the bylaws make running a chapter easier and less divisive.
Benefit #5: Protects chapters participating in advocacy
As nonprofits, chapters may engage only in very limited political advocacy. Advocacy efforts may occasionally draw a nonprofit into an unwanted lawsuit. Incorporating can support directors and officers in defending the lawsuits and protect them from personal liability.

Benefit #6: Employee benefits (for chapters with employees, such as paid chapter administrators)

Becoming incorporated enables chapters to offer employee benefits such as group life insurance, health insurance, a pension plan, etc. 

Additional benefits of incorporation 
Although these aren’t the main reasons chapters form nonprofit corporations, chapters can take advantage of other benefits, including:
· Special postage rates. Chapters can apply for and receive a mailing permit that gives them a special reduced nonprofit rate for mailings. This is especially helpful for chapters that will do a lot of solicitation by mail. 

· Discount for services. Sometimes service providers, including phone and internet companies, offer discounts for nonprofit corporations using their services

· Free public service announcements. Nonprofit corporations can make free public service announcements. Chapters can advertise their chapter meeting, event, or Employee Learning Week participation on the radio. 

Important considerations

Disadvantages include a lot of paperwork; costs such as hiring a lawyer to prepare your papers; and time and energy to comply with regulatory demands and to grow your chapter. 

If the benefits of incorporating outweigh the disadvantages, your chapter may be ready to move ahead.

Applying for nonprofit incorporation

Nonprofit incorporation is very similar to creating a regular corporation except that a nonprofit must take the extra steps of applying for tax-exempt status with the state in which it incorporates and with the IRS. 
Nonprofit incorporation usually involves these steps (several of these steps have already been completed by ASTD chapters): 

· File your "articles of incorporation" and pay a filing fee.

· Apply for federal and state tax exemptions. 

· Create bylaws that will dictate how the chapter is run.

· Appoint an initial board of directors. 

· Hold the first meeting of the board of directors 

· Apply for any licenses or permits that your chapter will need to operate in your state and local municipality. 

Your state's corporate filing division is usually part of the secretary of state's office. 

After you have filed all the paper work for nonprofit incorporation in your state, and received a copy of your articles of incorporation, you can move on to submitting your application to the IRS for your federal nonprofit status as a 501(c)(3) corporation. 

The forms you must complete for the IRS include:

· IRS Form 818, User Fee for Exempt Organization Determination Letter Request 

· IRS Package 1023, Application for Recognition of Exemption. 

IRS publication 557, Tax-Exempt Status for Your Organization, provides instructions to complete these forms. You can get all of the forms and Publication 557 by calling 800-TAX-Form, or they can be downloaded from the IRS website, www.irs.gov. 

The IRS will review your application and send you a letter indicating that it has approved your nonprofit status. Or, the IRS might ask you for more information. It can also deny your application. If that happens, don't give up; contact a lawyer who specializes in nonprofits. 

You may need to apply to your state for tax-exempt status as well. Some states require a separate application to get a state tax exemption; some states are satisfied with your federal tax-exempt status; and in others, you will need to send a copy of your IRS determination letter. To find out what your state requires, contact your state tax agency
Bottom of Form

Resources

Listed below are web sites and books to assist you with risk management.

Websites

http://www.astd.org/membership/ChapterLeadership/CORE_Introduction.htm
ASTD Chapter Operating Requirements (CORE)

http://www.astd.org/membership/ChapterLeadership/Resources/Toolkits/
ASTD Chapter Toolkits 

http://www.allianceonline.org/about
The Alliance for Nonprofit Management

http://www.allianceonline.org/FAQ/risk_management/what_are_most_dangerous.faq- Frequently asked questions about risk management

http://www.tacs.org/qa/qa.asp?tpID=5
Technical Assistance for Community Services (Nonprofits questions and answers)

Books

Coverage, Claims & Consequences: An Insurance Handbook for Nonprofits— by Melanie L. Herman
Enlightened Risk Taking: A Guide to Strategic Risk Management for Nonprofits— by George L. Head, Melanie L. Herman
Managing Facility Risk, 10 Steps to Safety—by Barbara B. Oliver
No Surprises: Harmonizing Risk and Reward in Volunteer Management, 4th Edition— by Melanie L. Herman and Peggy M. Jackson

Pillars of Accountability: A Risk Management Guide for Nonprofit Boards—by Melanie L. Herman

The Essentials of Risk Management—by Michel Crouhy, Dan
Galai, Robert Mark

APPENDIX A:  Sample risk evaluation

ACTIVITY EVALUATION FORM:

Activity _Holding a Meeting _________________________

For each risk, determine the likelihood that this risk could happen, using the following scale:

5 – Very likely – has happened to our chapter before

4 – Likely – has happened to other ASTD chapters

3 – Possible – has happened to another voluntary organization
2 – Somewhat unlikely – has never happened to another voluntary organization

1 – Remote – has never happened

Then rate the severity – if it did happen – what would be the consequence to the chapter:

5 – Causes the death of a member/guest

4 – Puts the chapter out of business

3 – Injures a member/guest or costs the chapter a significant amount of money or significantly harms reputation of chapter

2 – Costs the chapter some money and/or hurts chapter reputation

1 – No real injury to members, guests, chapter finances, or reputation

	RISKS
	LIKELIHOOD
	SEVERITY

	A/V equipment does not work
	5
	2

	Attendee hit/hurt by another member
	4
	3

	Attendee hit/hurt by paid staff
	4
	4

	Attendee hit/hurt by volunteer leader
	4
	4

	Attendee hit/hurt by wait staff/facility staff
	4
	3

	Environment too cold
	5
	2

	Environment too hot
	5
	2

	Food dropped on member
	5
	3

	Leader makes derogatory comment about a member/company/group at the podium
	5
	4

	Member threatens violence against another member at meeting
	5
	3

	Members are exposed to chemicals at meeting
	5
	5

	Members exposed to contagious disease at meeting
	5
	5

	No one shows up to the meeting
	4
	2

	Paper cuts
	5
	1

	Slips, trips and falls
	5
	3/4

	Speaker does not show up to the meeting
	5
	2/3

	Speaker makes inappropriate remarks that offend almost everyone in the room
	4
	3

	Speaker makes remarks that offends only one person in room
	5
	2

	Speaker sells from the podium
	5
	2

	Weather damages facility during meeting
	5
	5


For each risk that scores above a 1 in severity and has a likelihood of 3 or higher, create a risk reduction plan. If you feel that an item with a likelihood of 2 needs a risk reduction plan, complete one.

Sample Risk Reduction Plan
	RISKS
	LIKELIHOOD
	SEVERITY

	Slips, trips and falls
	5
	3 or 4


How can we reduce the likelihood that this risk will occur?

1. Tape down cords

2. Make sure there is sufficient walking space between tables so people are less likely to get their feet caught on chair legs

3. Ask participants to put purses, bags, and briefcases under the table or under chairs rather than in pathways 

4. Check the room before letting participants in to remove any obstacles and assure so spills are present

5. Make sure outside areas are sanded during icy weather

6. Have a safety briefing at the beginning of every meeting–identifying potential hazards in the area and precautions to take

7. Make sure chairs are stable and not worn out

8. Ask for safety feedback on evaluation forms

9. Discuss safety opportunities with venue—quarterly

If we implemented these items – what would the new likelihood be? 2-3

If the risk did happen–how can we reduce or eliminate the severity? (This may not be possible–sometimes it is impossible to reduce the severity.)
1. Liability insurance to reduce financial burden on chapter if a suit is brought against the chapter

2. Safety briefing and other actions listed above show chapter’s intent to maintain a safe meeting environment

3. Incorporation to protect the board members’ personal finances

Given this reduction–what would the new severity be? 3–member still gets injured–which we are trying to avoid by reducing likelihood–but if it happens–the injury is no less severe. Although may hurt reputation somewhat, chapter would probably not go out of business since it is financially protected with insurance.

Transfer actions from this page to the Chapter Risk Reduction Action Plan.

Sample Chapter Risk Reduction Action Plan
List each of the actions your chapter is going to take to reduce risk in your chapter. For each action, please assign a deadline for completion and a person assigned to the action item.

	Action
	Deadline
	Assigned to:

	Get liability insurance for chapter
	1/1/09
	Max

	Create safety check sheet to be used at all programs
	1/1/09
	Terry

	Add safety to evaluation
	11/1/08
	Dale

	Create script for meeting opening to focus on safety
	12/1/08
	Renee

	Discuss safety with hotel representative
	12/1/08
	Marcus

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Review these actions at your leadership team meetings to make sure that all actions are accomplished and you have eliminated or reduced risks that impact your chapter.
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