
 

 

 

AUDIT & BUSINESS COMMITTEE 
March 12, 2026 

Roaden University Center, Room 282 

AGENDA 
 

I. Call to Order 

II. Approval of Minutes 

III. Update on Governor’s Budget  

IV. Tuition & Mandatory Fees 

V. Compensation Plan 

VI. FY2025 State Audit 

VII. Talon Demonstration 

VIII. Notice of Responsibilities for Preventing, Detecting, and Reporting Fraud, Waste, and 
Abuse 

IX. Internal Audit Plan Review 

X. Enterprise Risk Management 

XI. Adjournment of Open Session and Call to Order of Non-Public Executive Session to 
Discuss Audits, Investigations, Litigation, and Matters Deemed Not Subject to Public 
Inspection Pursuant to T.C.A. § 4-35-108(b)(1)-(3) 

XII. Adjournment 

March 12, 2026 Audit & Business Committee Agenda & Materials - Agenda & Call to Order

1





Page 2 of 4 

AGENDA ITEM 3 – Financial Update & Composite Financial Index 
 
Dr. Stinson presented information for the FY24-25 unaudited statement of revenues, expenses, 
and changes in net position along with FY24-25 capital asset and debt. Also presented were the 
major metrics and ratios used to measure and monitor financial health.  
 
This was an informational item therefore no action was required. 

AGENDA ITEM 4 – FY2025-26 Revised Budget/Organizational Chart  
 
Dr. Stinson presented information on the reconciliation of changes in E & G revenues and 
reconciliation of change in natural expenses (Attachment A). The organizational chart was 
provided in Diligent.  
 
Mr. Wilmore moved to send the FY2025-26 Revised Budget and Organizational Chart to the 
Board for approval and to place it on the Board’s regular agenda. Mr. Lynn seconded the 
motion. Mr. Wray called a roll call vote. The motion carried unanimously.  

AGENDA ITEM 5 – Tuition Transparency Act Report (T.C.A § 49-7-1604)  
 
By February 1st of each year, the Board is required to provide a report to the General Assembly 
with information regarding the expenditures of revenues derived from any tuition and fee 
increase in the previous full academic year. The report must include how revenues were used, 
the effect on student financial aid, and the effect on the average total cost of attendance per 
student. This report is about tuition and mandatory fee rates effective Fall 2024. The revenues 
generated by the tuition increase were used for university’s 45% match of salary pool and 
Compensation Study, faculty promotion, new faculty and staff positions, and State mandated 
fee waivers. The mandatory fee increase was used to help fund development and renovations 
of student centric spaces.  
 
Mr. Lynn moved to send the Tuition Transparency Act Report for FY24-25 to the Board for 
approval and to place it on the Board’s regular agenda. Mr. Wilmore seconded the motion. Mr. 
Wray took a roll call vote. The motion carried unanimously.  

AGENDA ITEM 6 – Master Plan 
 
Dr. Stinson introduced Robert Waits from Studio Topography who presented the Landscape 
Plan. The development of a comprehensive Landscape Master Plan will guide the long-term 
design, maintenance, and enhancement of Tennessee Tech’s outdoor spaces.  
 
Mr. Wilmore moved to send the Master Plan to include the Landscape Plan to the Board for 
approval and to place it on the Board’s regular agenda. Mr. Lynn seconded the motion. Mr. 
Wray took a roll call vote. The motion carried unanimously.  
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AGENDA ITEM 7 – Disclosed Projects 
 
Dr. Stinson presented the disclosed projects including the demolition and construction of an 
addition to the Crossville Research Center (CRC) to house and support the CRC Wind Tunnel, 
construction of the Tennis Complex, and to construct a Parking Garage. Dr. Stinson presented a 
proposal to modify the Student Event Center’s name to Student Event Center & Spirit 
Commons. The project cost is projected to increase from $41,000,000 to $63,770,000, 
reflecting an inflation factor requested by the State. The updated design will feature conference 
rooms, student government space, large gathering spaces, and stadium seating. 
  
Mr. Lynn moved to send the disclosed projects for the CRC Wind Tunnel, Tennis Complex, 
Parking Garage, and modification of the Student Event Center & Spirit Commons to the Board 
for approval and to place it on the Board’s regular agenda. Mr. Wilmore seconded the motion. 
Mr. Wray took a roll call vote. The motion carried unanimously.  

AGENDA ITEM 8 – University & Ag Foundation Agreement 
 
Dr. Stinson presented the updated University & Ag Foundation Agreement to the Board. The 
agreement outlines the responsibilities between the University and the Ag Foundation.  
 
Mr. Wilmore moved to send the University and Ag Foundation Agreement to the Board for 
approval and to place it on the Board’s regular agenda. Mr. Lynn seconded the motion. Mr. 
Wray took a roll call vote. The motion carried unanimously.  
 
AGENDA ITEM 9 – TTU Policy 506 (General and Group Travel Policies) 
 
Dr. Stinson advised of the updates to TTU Policy 506 which included language to update the 
references to the new Oracle ERP system and to change international travel rates to a regional 
rate managed by U.S. General Services Administration.  
 
Mr. Lynn moved to send TTU Policy 506 (General and Group Travel Policies) to the Board for 
approval and to place it on the Board’s consent agenda. Mr. Wilmore seconded the motion. Mr. 
Wray took a roll call vote. The motion carried unanimously.  
 
AGENDA ITEM 10 – TTU Policy 511 (Payment of Student Fees and Enrollment) 
 
Dr. Stinson explained the updated policy aligns with Federal Regulations 34 CFR 668.14(b)(33)-
(34), which prohibit withholding transcripts when charges are paid with Title IV funds and 
forbid adverse actions for balances caused by institutional errors or misconduct. 
 
Mr. Wilmore moved to send TTU Policy 511 (Payment of Student Fees and Enrollment) to the 
Board for approval and to place it on the Board’s consent agenda. Mr. Lynn seconded the 
motion. Mr. Wray took a roll call vote. The motion carried unanimously.  
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AGENDA ITEM 11 – TTU Policy 536 (Solicitation and Acceptance of Gifts) 
 
Dr. Stinson presented the revisions to TTU Policy 536 which have streamlined the policy by 
removing fundraising procedures. These procedures are now outlined in a separate document 
that staff can access as needed.  
 
Mr. Wilmore moved to send TTU Policy 536 (Solicitation and Acceptance of Gifts) to the Board 
for approval and to place it on the Board’s consent agenda. Mr. Lynn seconded the motion. Mr. 
Wray took a roll call vote. The motion carried unanimously.  

AGENDA ITEM 12 – Audit Plan Review and Approval 
 
Amy Wilegus advised the Audit plan was provided in Diligent. The plan includes audit and 
advisory projects reflective of the current risk environment, compliance topics, and 
engagements required by policy, state statute, regulation, bylaws, or standards.   
 
Mr. Lynn moved to approve the 2026 Audit plan as presented and required by Tennessee Tech 
University Audit Committee Charter. Mr. Wilmore seconded the motion. Mr. Wray called a roll 
call vote. The motion carried unanimously.  

AGENDA ITEM 13 – Adjournment of Open Session & Call to Order on Non-Public Executive 
Session  
 
There being no further business, the open session adjourned at 11:51 a.m. After a short break, 
the Non-Public Executive Session began at 11:57 a.m. Trustees and Administration were 
present at the meeting.  

AGENDA ITEM 14 – Adjournment 
 
There being no further business, the Non-Public Executive Session adjourned at 12:25 p.m. 
 
 

             Approved,  
 
 

                                                                                                                                    
                      Lee Wray, Secretary 
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Agenda Item Summary 

 

Date:   March 12, 2026 

Agenda Item:   Update on Governor’s Budget 

 

 

PRESENTERS:  Claire Stinson, Vice President for Planning & Finance 

PURPOSE & KEY POINTS:  

Governor Lee released his recommended budget for FY 2026-27 on February 2, 2026.  The Governor’s 
budget included $39.4 million for higher education to fund the outcomes budget including a 1.5% 
salary pool (state funded at 55%).  Tennessee Tech’s portion of the recommended new operating funds 
is approximately $2.7 million. Additionally, Tech received one-time funding of $3 million to support 
Governor’s Academics for Next Gen Nuclear and Cyber.  
 
Governor’s budget included $402.5 million of capital funding. Tennessee Tech’s request for two 
buildings were not included in the Governor’s budget. 
 
In the Governor’s budget Tennessee Tech is recommended to receive $4.2 million for capital 
maintenance. This includes utilities upgrades ($1.7 million) and elevator upgrades ($2.5 million).  
 
Tennessee Tech staff will continue to monitor the budget recommendations as the Governor’s budget 
moves through the legislative process.  
 
 
 
 
 
 
 

 

☐ 
Review  ☐ 

Action    ☒ 
No action required  
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State of Tennessee 

Budget Highlights
Recommended Budget, Fiscal Year 2026-2027

The total recommended state budget for fiscal year 2026-2027 is $57.9 billion, with $29.6 billion 
from state appropriations; $19.4 billion from federal funds; $6.0 billion from other departmental 
revenues; $2.5 billion from higher education student tuition and fees; and $438.0 million in 
bonds.  This is a decrease of $6.2 billion in total funding and a decrease of $125.4 million in state 
funding from the revised current fiscal year 2025-2026 spending estimates.  Federal revenue is 
decreasing by $5.0 billion; departmental revenue is decreasing by $414.8 million; capital and 
highway construction bonds are decreasing by $596.5 million; and higher education student 
tuition and fees remain the same. 

Midyear review of state tax collections and advice from economists and the State Funding Board 
suggest that current-year estimates of taxes collected by the Department of Revenue will be 
above actual fiscal year 2024-2025 collections and show slow growth in the next fiscal year.  
The revised recurring current-year growth rate in the general fund is 1.32 percent compared with 
the actual 2024-2025 Department of Revenue collections.  For fiscal year 2026-2027, before 
inter-fund reallocations, recurring general fund taxes are expected to grow by $450.1 million 
above the revised current-year estimate.  This is a 2.35 percent recurring general fund growth 
rate above the revised current-year estimate. 

The revised revenue estimates for the current year and estimates for next year are based on 
tempered economic growth in fiscal year 2025-2026 and slow growth through fiscal year 2026-
2027 and beyond. 

Investments in Education 

The administration recommends increases for the second year of the Education Freedom 
Scholarship program.  First, a recurring $42,350,000 is proposed for inflationary costs in the 
program and to increase the number of available scholarships by 5,000.  The 5,000 additional 
scholarships are recommended pursuant to current law.  Second, the administration proposes 
legislation to add an additional 15,000 scholarships with a $112,950,000 recurring appropriation. 

Fiscal year 2026-2027 is the fourth year under the new public education funding formula – the 
Tennessee Investment in Student Achievement (TISA).  The recommended cost increase for 
TISA is $170,000,000 recurring state funding.  The $170,000,000 total accounts for salary 
increases, group health insurance premiums, and retirement contributions for local education 
employees; the base, weights, direct funding, and outcomes. 

Other recommendations in the Department of Education include: non-recurring funding for the 
charter schools facilities fund ($40,000,000), recurring funding for the summer learning camps 
and summer transportation program ($5,000,000), and recurring funding for local education 
agency reimbursement of paid parental leave claims ($2,610,400). 
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Budget Highlights 

In the Treasury Department budget, the administration recommends a $10,616,000 non-recurring 
fiscal year 2025-2026 supplemental general fund subsidy appropriation and a $20,000,000 non-
recurring general fund subsidy appropriation for the LEA Public Construction Maintenance 
program, which provides grants to local education agencies for construction and maintenance of 
public school buildings. 

The administration further recommends increasing the number of school-based behavioral health 
liaisons.  To fund this recommendation, a recurring $3,000,000 from the K-12 education mental 
health trust fund is recommended in the Department of Mental Health and Substance Abuse 
Services budget. 

For higher education, a recurring state appropriation of $39,400,000 funds the outcome funding 
formula and salaries for the University of Tennessee system ($12,306,200), Locally Governed 
Institutions ($15,075,100), and the Board of Regents ($12,018,700).  The outcome funding 
formula appropriations may be used for program improvements that assist the institutions in 
meeting outcomes such as student progression, degree production, research and service, 
efficiency metrics, and other outcome measures related to institutional mission.  Further, the 
administration proposes two appropriations to support the nuclear and cybersecurity industries: a 
$10,000,000 non-recurring appropriation to strengthen workforce training initiatives in the 
nuclear energy industry, and a $3,000,000 non-recurring appropriation to Tennessee 
Technological University to establish Governor’s Academies for Next-Gen nuclear and 
cybersecurity technologies. 

Investments in Public Safety 

The administration proposes multiple investments in public safety.  Three grants to the City of 
Memphis are recommended: $50,000,000 non-recurring for downtown public safety, 
$15,000,000 non-recurring for Crime Intervention and Prevention – Focused Deterrence, and 
$15,000,000 non-recurring for Crime Intervention and Prevention – Work-Centered Training.  
Further, non-recurring appropriations are proposed for the construction of regional juvenile 
justice centers in West and East Tennessee. 

An increase in the number of law enforcement positions statewide is proposed with this budget.  
In the Tennessee Highway Patrol, 50 new trooper positions and $17,660,000 ($10,270,000 
recurring and $7,390,000 non-recurring) are recommended.  Also in the Department of Safety, 
34 positions and $2,658,800 ($2,468,400 recurring and $190,400 non-recurring) are 
recommended for increased staffing in Driver License centers.  In the Tennessee Bureau of 
Investigation, 10 positions and $4,933,400 ($2,354,400 recurring and $2,579,000 non-recurring) 
are recommended for operational support and the establishment of a rapid DNA unit. 

In the Military Department, an additional deposit into the governor’s response and recovery fund 
is proposed ($100,000,000 non-recurring).  The administration further recommends two pieces of 
legislation: one relative to disaster relief ($368,400 total appropriation and 4 positions), and one 
relative designating the Tennessee Emergency Management Agency a cabinet-level department. 

For higher education, a recurring state appropriation of $39,400,000 funds the outcome funding
formula and salaries for the University of Tennessee system ($12,306,200), Locally Governed 
Institutions ($15,075,100), and the Board of Regents ($12,018,700). The outcome funding
formula appropriations may be used for program improvements that assist the institutions in 
meeting outcomes such as student progression, degree production, research and service,
efficiency metrics, and other outcome measures related to institutional mission. Further, the
administration proposes two appropriations to support the nuclear and cybersecurity industries: a
$10,000,000 non-recurring appropriation to strengthen workrr force training initiatives in the
nuclear energy industry, and a $3,000,000 non-recurring appropriation to Tennessee
Technological University to establish Governor’s Academies for Next-Gen nuclear rr and
cybersecurity technologie
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Proposed Capital Appropriations
from Bonds, Current Funds, and Other Revenues

Fiscal Year 2026-2027

COUNTY TOTAL STATE BONDS FEDERAL OTHER
Agriculture
Pinson Seedling Cooler Replacement Madison 1,100,000$          1,100,000$          0$                     0$                     0$                     

Children's Services
Maintenance Statewide 6,840,000$          0$                         0$                     0$                     6,840,000$       

Education
Maintenance Statewide 4,560,000$          0$                         0$                     0$                     4,560,000$       
Alvin C. York ISM Slaughter Facility Fentress 3,740,000 2,740,000 0 0 1,000,000

Subtotal Education 8,300,000$          2,740,000$          0$                     0$                     5,560,000$       

Environment and Conservation
Maintenance Statewide 13,040,000$        0$                         0$                     0$                     13,040,000$     
Buffalo River Blueway SP Visitor Center & Campground Wayne 34,000,000 34,000,000 0 0 0
Cumberland Mountain SP Lodge Planning Cumberland 5,000,000 5,000,000 0 0 0
David Crockett Birthplace SP Reconstruction Phase 1 Greene 61,750,000 22,750,000 0 27,000,000 12,000,000
Roaring Creek SP Visitor Center & Campground Rhea 45,339,000 45,339,000 0 0 0

Subtotal Environment and Conservation 159,129,000$      107,089,000$      0$                     27,000,000$     25,040,000$     

General Services
Maintenance Statewide 1,000,000$          0$                         0$                     0$                     1,000,000$       

Military
Maintenance Statewide 14,890,000$        0$                         0$                     8,422,500$       6,467,500$       
New Army Aviation Support Facility Rutherford 83,000,000 80,000,000 0 3,000,000 0

Subtotal Military 97,890,000$        80,000,000$        0$                     11,422,500$     6,467,500$       

Transportation
Rest Areas & Welcome Centers Reno & Replacement Statewide 165,000,000$      165,000,000$      0$                     0$                     0$                     

Veterans Services
Maintenance Statewide 2,495,000$          0$                         0$                     0$                     2,495,000$       
MTSVC Site Improvements Davidson 2,970,000 2,970,000 0 0 0
WTSVC Committal Service Shelter Shelby 4,440,000 4,440,000 0 0 0

Subtotal Veterans Services 9,905,000$          7,410,000$          0$                     0$                     2,495,000$       

Locally Governed Higher Education Institutions

Austin Peay State University
Maintenance Statewide 3,000,000$          1,000,000$          0$                     0$                     2,000,000$       

East Tennessee State University
Maintenance Statewide 7,000,000$          3,500,000$          0$                     0$                     3,500,000$       
Main Campus Utility Infrastructure Replacement Washington 19,220,000 18,048,000 0 0 1,172,000

Subtotal East Tennessee State University 26,220,000$        21,548,000$        0$                     0$                     4,672,000$       

Middle Tennessee State University
Maintenance Statewide 4,000,000$          0$                         0$                     0$                     4,000,000$       

Tennessee State University
Maintenance Statewide 2,400,000$          0$                         0$                     0$                     2,400,000$       

Tennessee Technological University
Maintenance Statewide 4,210,000$          1,690,000$          0$                     0$                     2,520,000$       

University of Memphis
Maintenance Statewide 5,740,000$          0$                         0$                     0$                     5,740,000$       
Business and Economics Addition Shelby 60,000,000 30,000,000 0 0 30,000,000

Subtotal University of Memphis 65,740,000$        30,000,000$        0$                     0$                     35,740,000$     

Subtotal Locally Governed Higher Education Institutions 105,570,000$      54,238,000$        0$                     0$                     51,332,000$     

Tennessee Board of Regents
Maintenance Statewide 18,320,000$        6,990,000$          0$                     0$                     11,330,000$     

Tennessee Technological University
Maintenance Statewide $                                                   
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Proposed Capital Appropriations
from Bonds, Current Funds, and Other Revenues

Fiscal Year 2026-2027

COUNTY TOTAL STATE BONDS FEDERAL OTHER
University of Tennessee
Maintenance Statewide 27,070,000$        8,750,000$          0$                     0$                     18,320,000$     
UTHSC College of Medicine & Interdisciplinary Building Shelby 350,000,000 0 311,000,000 0 39,000,000
UTM Cattle Outreach and Workforce Facility Weakley 4,500,000 4,230,000 0 0 270,000

Subtotal University of Tennessee 381,570,000$      12,980,000$        311,000,000$   0$                     57,590,000$     

Grand Total 954,624,000$      437,547,000$      311,000,000$   38,422,500$     167,654,500$   
Subtotal Higher Education 505,460,000 74,208,000 311,000,000 0 120,252,000
Subtotal Other Agencies 449,164,000 363,339,000 0 38,422,500 47,402,500

Subtotal Higher Education 505,460,000$      74,208,000$        311,000,000$   0$                     120,252,000$   
Capital Maintenance 71,740,000 21,930,000 0 0 49,810,000
Capital Improvements 433,720,000 52,278,000 311,000,000 0 70,442,000

Subtotal Other Agencies 449,164,000$      363,339,000$      0$                     38,422,500$     47,402,500$     
Capital Maintenance 42,825,000 0 0 8,422,500 34,402,500
Capital Improvements 406,339,000 363,339,000 0 30,000,000 13,000,000
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Proposed Capital Maintenance Appropriations
from Bonds, Current Funds, and Other Revenues

Fiscal Year 2026-2027

COUNTY TOTAL STATE BONDS FEDERAL OTHER
Children's Services
Mountain View Roof Replacements Jefferson 6,840,000$         0$                       0$                     0$                     6,840,000$       

Education
Tennessee School for the Blind Fire Alarm Upgrades Davidson 4,560,000$         0$                       0$                     0$                     4,560,000$       

Environment and Conservation
Norris Dam SP Wastewater Treatment Plant Replacement Campbell 4,900,000$         0$                       0$                     0$                     4,900,000$       
Pickwick Landing SP Water Line Replacement Hardin 8,140,000 0 0 0 8,140,000

Subtotal Environment and Conservation 13,040,000$       0$                       0$                     0$                     13,040,000$     

General Services
Environmental Consultant Statewide 1,000,000$         0$                       0$                     0$                     1,000,000$       

Military
Chattanooga Readiness Center Storm Drainage Repairs Hamblen 3,300,000$         0$                       0$                     1,650,000$       1,650,000$       
Memphis Readiness Center HVAC and Energy Update Shelby 2,970,000 0 0 1,485,000 1,485,000
Nashville JFHQ Building 108 HVAC and Energy Update Davidson 4,010,000 0 0 2,005,000 2,005,000
Nashville JFHQ Parking Garages Repairs Davidson 700,000 0 0 350,000 350,000
VTS Smyrna Building 686 HVAC and Energy Update Rutherford 3,910,000 0 0 2,932,500 977,500

Subtotal Military 14,890,000$       0$                       0$                     8,422,500$       6,467,500$       

Veterans Services
ETSVC Clean and Realign Headstones Knox 828,000$            0$                       0$                     0$                     828,000$          
MTSVC Clean and Realign Headstones Davidson 527,000 0 0 0 527,000
WTSVC Drainage Improvements Shelby 1,140,000 0 0 0 1,140,000

Subtotal Veterans Services 2,495,000$         0$                       0$                     0$                     2,495,000$       

Locally Governed Higher Education Institutions

Austin Peay State University
Chiller Replacement and Plant Upgrades Phases 1, 2, and 3 Montgomery 3,000,000$         1,000,000$         0$                     0$                     2,000,000$       

East Tennessee State University
Multiple Buildings Roof Replacements Phase 1 Washington 3,500,000$         3,500,000$         0$                     0$                     0$                     
Safety Steam Line Repairs and Replacement Phase 2 Washington 3,500,000 0 0 0 3,500,000

Subtotal East Tennessee State University 7,000,000$         3,500,000$         0$                     0$                     3,500,000$       

Middle Tennessee State University
Multiple Buildings Envelope & Structural Repairs Phase 2 Rutherford 4,000,000$         0$                       0$                     0$                     4,000,000$       

Tennessee State University
Multiple Buildings Roof Replacements Phase 1 Davidson 2,400,000$         0$                       0$                     0$                     2,400,000$       

Tennessee Technological University
Multiple Buildings Elevator Upgrades Phase 2 Putnam 1,690,000$         1,690,000$         0$                     0$                     0$                     
Utility Infrastructure Upgrades Phase 1 Putnam 2,520,000 0 0 0 2,520,000

Subtotal Tennessee Technological University 4,210,000$         1,690,000$         0$                     0$                     2,520,000$       

University of Memphis
Multiple Buildings Roof Replacements Shelby 5,740,000$         0$                       0$                     0$                     5,740,000$       

Subtotal Locally Governed Higher Education Institutions 26,350,000$       6,190,000$         0$                     0$                     20,160,000$     

Tennessee Board of Regents
ChSCC Central Plant Modernization Phase 2 Hamilton 2,080,000$         2,080,000$         0$                     0$                     0$                     
ClSCC Multiple Buildings Roof Replacements Phase 2 Bradley 1,750,000 0 0 0 1,750,000
CoSCC Campus Infrastructure Upgrades Maury 2,460,000 0 0 0 2,460,000
DSCC Jimmy Naifeh Building Roof Replacement Tipton 1,100,000 0 0 0 1,100,000
RSCC Multiple Buildings Roof Replacements and Repairs Areawide 1,500,000 0 0 0 1,500,000
SWTCC Roof Replacements and Envelope Repairs Shelby 3,000,000 0 0 0 3,000,000
TCAT Roof Replacements & Envelope Repairs Phase 1 Statewide 4,910,000 4,910,000 0 0 0
WSCC Humanities MEP Improvements & Energy Upgrades Hamblen 1,520,000 0 0 0 1,520,000

Subtotal Tennessee Board of Regents 18,320,000$       6,990,000$         0$                     0$                     11,330,000$     

Tennessee Technological University
Multiple Buildings Elevator Upgrades Phase 2 Putnam $                                                                 
Utility Infrastructure Upgrades Phase 1 Putnam 2,520,000 0 0 0 2,520,000
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Proposed Capital Maintenance Appropriations
from Bonds, Current Funds, and Other Revenues

Fiscal Year 2026-2027

COUNTY TOTAL STATE BONDS FEDERAL OTHER
University of Tennessee
UTC Electrical Distribution and Chiller Plant Upgrades Hamilton 8,750,000$         8,750,000$         0$                     0$                     0$                     
UTHSC Multiple Buildings Control Systems Upgrades Shelby 2,500,000 0 0 0 2,500,000
UTK Campus Infrastructure Upgrades Phase 1 Knox 9,500,000 0 0 0 9,500,000
UTM Elam Center Brick Replacement Weakley 1,750,000 0 0 0 1,750,000
UTS Multiple Buildings Envelope Repairs Giles 4,570,000 0 0 0 4,570,000

Subtotal University of Tennessee 27,070,000$       8,750,000$         0$                     0$                     18,320,000$     

Grand Total Maintenance 114,565,000$     21,930,000$       0$                     8,422,500$       84,212,500$     
Subtotal Higher Education 71,740,000 21,930,000 0 0 49,810,000
Subtotal Other Agencies 42,825,000 0 0 8,422,500 34,402,500
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Projects Funded from Dedicated Revenues
Fiscal Year 2026-2027

COUNTY TOTAL STATE BONDS FEDERAL OTHER
Capital Improvements:

Transportation
Region 1 New Anderson County Support Buildings Anderson 4,976,200$            0$                     0$                 0$                  4,976,200$            
Region 3 New Rutherford County Support Buildings Rutherford 8,085,000 0 0 0 8,085,000

Subtotal Transportation 13,061,200$          0$                     0$                 0$                  13,061,200$          

Total Improvements 13,061,200$          0$                     0$                 0$                  13,061,200$          

Total Dedicated Funds 13,061,200$          0$                     0$                 0$                  13,061,200$          
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Capital Projects from School Bonds and Other Sources
Fiscal Year 2026-2027

The capital projects listed in this section are presented for information purposes only.  This is not a request for state tax funds.  It is the intent of the listed
institutions to initiate these projects within the next two years.  All projects listed herein are subject to the approval of the State Building Commission and
may have to obtain additional approval by the Tennessee State School Bond Authority (TSSBA) or the State Funding Board, depending upon the funding
source.  All projects have previously been endorsed by the respective system governing board and the Tennessee Higher Education Commission.

INSTITUTIONAL/
TOTAL TSSBA AUXILIARY OTHER

Locally Governed Institutions

Austin Peay State University
Public-Private Partnership Residence Hall 48,000,000$           0$                           0$                           48,000,000$           

East Tennessee State University
Parking Garage 55,000,000$           54,000,000$           1,000,000$             0$                           
Residence Hall 40,000,000 38,500,000 1,500,000 0

Subtotal East Tennessee State University 95,000,000$           92,500,000$           2,500,000$             0$                           

Middle Tennessee State University
Wellness Center Renovations 7,000,000$             7,000,000$             0$                           0$                           

Tennessee State University
Agriculture Poultry Layer House 1,800,000$             0$                           0$                           1,800,000$             
Hale Stadium Field Turf and Infrastructure Upgrades 3,000,000 0 0 3,000,000

Subtotal Tennessee State University 4,800,000$             0$                           0$                           4,800,000$             

Subtotal Locally Governed Institutions 154,800,000$          99,500,000$           2,500,000$             52,800,000$           

Tennessee Board of Regents
VSCC New Health Sciences Building 25,000,000$           0$                           25,000,000$           0$                           

University of Tennessee
UTC 8th Street Parking Garage 37,000,000$           27,000,000$           10,000,000$           0$                           
UTC New Dining Facility 30,000,000 0 30,000,000 0
UTC South Campus Housing Acquisition 108,000,000 105,300,000 2,700,000 0
UTHSC College of Medicine and Interdisciplinary Building 29,000,000 29,000,000 0 0

Subtotal University of Tennessee 204,000,000$          161,300,000$          42,700,000$           0$                           

Grand Total 383,800,000$          260,800,000$          70,200,000$           52,800,000$           
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Capital Outlay Project Descriptions
Fiscal Year 2026-2027

Total
 Project Cost

Agriculture
Objective:  Promote efficient use of agricultural resources.

Pinson Seedling Cooler Replacement 1,100,000$              
Funds are provided to demolish existing cold storage facility and replace with a new cold 
storage facility.  Project includes repairs and repaving of exterior apron.

Children's Services
Objective: Provide safe and secure surroundings for youth development residents.

Maintenance 6,840,000$              
Funds are provided to repair, maintain, and update facilities.  See Capital Maintenance Project 
Descriptions for additional details.

Education
Objective: Provide a safe and secure environment for learning.

Maintenance 4,560,000$              
Funds are provided to repair, maintain, and update facilities.  See Capital Maintenance Project 
Descriptions for additional details.

Alvin C. York ISM Slaughter Facility 3,740,000
Funds are provided to construct a new slaughter facility building, including demolition of existing 
building, septic system upgrades, and site improvements.

Subtotal Education 8,300,000$              

Environment and Conservation 
Objective: Increase visitation to the state's parks and historic areas.

Maintenance 13,040,000$            
Funds are provided to repair, maintain, and update facilities.  See Capital Maintenance Project 
Descriptions for additional details.

Buffalo River Blueway State Park Visitor Center and Campground 34,000,000
Funds are provided to construct a visitor center, campground, maintenance facility, bathhouse, 
park amenities, roadways, and related infrastructure.

Cumberland Mountain State Park Lodge Planning 5,000,000
Funds are provided to plan a future lodge.

David Crockett Birthplace State Park Reconstruction Phase One 61,750,000
Funds are provided to construct a visitor center, campground, maintenance facility, bathhouse, 
park amenities, roadways, and related infrastructure.

Roaring Creek State Park Visitor Center and Campground 45,339,000
Funds are provided to construct a visitor center, campground, maintenance facility, bathhouse, 
park amenities, roadways, and related infrastructure.

Subtotal Environment and Conservation 159,129,000$          

General Services
Objective: Maintain, repair, and update general government facilities.

Maintenance 1,000,000$              
Funds are provided to repair, maintain, and update facilities.  See Capital Maintenance Project 
Descriptions for additional details.
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Capital Outlay Project Descriptions
Fiscal Year 2026-2027

Military
Objective: Expand and renovate military facilities.

Maintenance 14,890,000$            
Funds are provided to repair, maintain, and update facilities.  See Capital Maintenance Project 
Descriptions for additional details.

New Army Aviation Support Facility 83,000,000
Funds are provided to construct a new Army Aviation Support Facility and Flight Operations.

Subtotal Military 97,890,000$            

Transportation
Objective: Maintain, repair, and update roadways.

Rest Areas and Welcome Centers Renovation and Replacement 165,000,000$          
Funds are provided to renovate, demolish, and construct rest areas and welcome centers. 

Veterans Services
Objective: Expand and renovate state veteran cemetery facilities.

Maintenance 2,495,000$              
Funds are provided to repair, maintain, and update facilities.  See Capital Maintenance Project 
Descriptions for additional details.

Middle Tennessee State Veterans Cemetery Site Improvements 2,970,000
Funds are provided to repair the committal service shelter building and exterior site features, 
expand visitor parking, demolish a portion of the existing maintenance area, construct 
additional sheds, and build a vehicle wash station.

West Tennessee State Veterans Cemetery Committal Service Shelter 4,440,000
Funds are provided to construct a new committal service shelter, driveway, and parking.

Subtotal Veterans Services 9,905,000$              

Locally Governed Higher Education Institutions
Objective: Expand and enhance facilities for student and faculty needs.

Austin Peay State University 
Maintenance 3,000,000$              
Funds are provided to repair, maintain, and update campus facilities.  See Capital Maintenance 
Project Descriptions for additional details.

East Tennessee State University 
Maintenance 7,000,000$              
Funds are provided to repair, maintain, and update campus facilities.  See Capital Maintenance 
Project Descriptions for additional details.

Main Campus Utility Infrastructure Replacement 19,220,000
Funds are provided to replace steam lines, boilers, pumps, chilled water piping, domestic water 
lines, and sewer systems.

Subtotal East Tennessee State University 26,220,000$            
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Capital Outlay Project Descriptions
Fiscal Year 2026-2027

Middle Tennessee State University
Maintenance 4,000,000$              
Funds are provided to repair, maintain, and update campus facilities.  See Capital Maintenance 
Project Descriptions for additional details.

Tennessee State University
Maintenance 2,400,000$              
Funds are provided to repair, maintain, and update campus facilities.  See Capital Maintenance 
Project Descriptions for additional details.

Tennessee Technological University
Maintenance 4,210,000$              
Funds are provided to repair, maintain, and update campus facilities.  See Capital Maintenance 
Project Descriptions for additional details.

University of Memphis
Maintenance 5,740,000$              
Funds are provided to repair, maintain, and update campus facilities.  See Capital Maintenance 
Project Descriptions for additional details.

Business and Economics Addition 60,000,000
Funds are provided to construct a new addition to the Fogelman College of Business and 
Economics, enclose existing lobby, and complete exterior facade enhancements to existing 
building.

Subtotal University of Memphis 65,740,000$            

Subtotal Locally Governed Higher Education Institutions 105,570,000$          

Tennessee Board of Regents
Objective: Expand and enhance facilities for student and faculty needs.

Maintenance 18,320,000$            
Funds are provided to repair, maintain, and update higher education institution facilities 
statewide.  See Capital Maintenance Project Descriptions for additional details.  

University of Tennessee
Objective: Expand and enhance facilities for students and faculty needs.

Maintenance 27,070,000$            
Funds are provided to repair, maintain, and update higher education institution facilities 
statewide.   See Capital Maintenance Project Descriptions for additional details.  

UTHSC College of Medicine and Interdisciplinary Building 350,000,000
Funds are provided to construct a College of Medicine and Interdisciplinary Classroom building. 

UTM Cattle Outreach and Workforce Facility 4,500,000
Funds are provided to construct a new cattle outreach and workforce facility that will include site 
improvements and equipment.

Subtotal University of Tennessee 381,570,000$          

Grand Total 954,624,000$          

Tennessee Technological University
Maintenance $
Funds are provided to repair, maintain, and update campus facilities.  See Capital Maintenance

 for additional details.
pp

Project Descriptions
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Capital Maintenance Project Descriptions
Fiscal Year 2026-2027

Total
 Project Cost

Children's Services
Mountain View Roof Replacements 6,840,000$              
Funds are provided for replacement of all roofing, damaged sheeting, roof drainage, and all 
related work.

Education
Tennessee School for the Blind Fire Alarm Upgrades 4,560,000$              
Funds are provided for replacement of the fire alarm system with a campus-wide single 
addressable fire alarm system and all related work.

Environment and Conservation
Norris Dam State Park Wastewater Treatment Plant Replacement 4,900,000$              
Funds are provided for replacement of the wastewater treatment plant and all related work.

Pickwick Landing State Park Water Line Replacement 8,140,000
Funds are provided for replacement of the main water distribution system and all related work.

Subtotal Environment and Conservation 13,040,000$            

General Services
Environmental Consultant 1,000,000$              
Funds are provided for environmental services for state properties, interest, initiatives, and all 
related work.

Military
Chattanooga Readiness Center Storm Drainage Repairs 3,300,000$              
Funds are provided for repair of site and storm water drainage and all related work.

Memphis Readiness Center HVAC and Energy Update 2,970,000
Funds are provided for replacement of the mechanical, electrical, and plumbing systems, doors 
and door hardware, and all related work.

Nashville JFHQ Building 108 HVAC and Energy Update 4,010,000
Funds are provided for replacement of the mechanical, electrical, and plumbing systems, and all 
related work.

Nashville JFHQ Parking Garages Repairs 700,000
Funds are provided for repair of the parking garage structures and all related work.

VTS Smyrna Building 686 HVAC and Energy Update 3,910,000
Funds are provided for replacement of the mechanical, electrical, and plumbing systems, and all 
related work.

Subtotal Military 14,890,000$            

Veterans Services 
ETSVC Clean and Realign Headstones 828,000$                 
Funds are provided for raising, cleaning, realigning, and providing a grid beam system for the 
stabilization of headstones, and all related work.

MTSVC Clean and Realign Headstones 527,000
Funds are provided for raising, cleaning, realigning, and providing a grid beam system for the 
stabilization of headstones, and all related work.

WTSVC Drainage Improvements 1,140,000
Funds are provided for upgrading undersized culverts, installing scour protection and 
stabilization measures, and all related work.

Subtotal Veterans Services 2,495,000$              
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Capital Maintenance Project Descriptions
Fiscal Year 2026-2027

Locally Governed Higher Education Institutions

Austin Peay State University
Chiller Replacement and Plant Upgrades Phases One, Two, and Three 3,000,000$              
Funds are provided for replacement of chillers, acoustical panels, roof, and all related work.

East Tennessee State University 
Multiple Buildings Roof Replacements Phase One 3,500,000$              
Funds are provided for repair and replacement of roof and drainage systems for multiple 
buildings, and all related work.

Safety Steam Line Repairs and Replacement Phase Two 3,500,000
Funds are provided for repair and replacement of steam piping, condensate lines, steam traps, 
and associated systems in the campus steam distribution system.  The work includes direct 
bury and steam tunnel piping.  Project includes replacement of boiler and associated systems 
and all related work.

Subtotal East Tennessee State University 7,000,000$              

Middle Tennessee State University
Multiple Buildings Envelope and Structural Repairs Phase Two 4,000,000$              
Funds are provided for repair or replacement of building envelope components, including roofs 
and structural repairs on multiple buildings, and all related work.

Tennessee State University
Multiple Buildings Roof Replacements Phase One 2,400,000$              
Funds are provided for repair and replacement of roof systems, roof-top mounted equipment, 
drainage on multiple buildings, and all related work. 

Tennessee Technological University
Multiple Buildings Elevator Upgrades Phase Two 1,690,000$              
Funds are provided for upgrade or replacement of several elevators on campus and all related 
work. 

Utility Infrastructure Upgrades Phase One 2,520,000
Funds are provided for replacement and repair of various utilities campus-wide, including 
rerouting distribution lines, and all related work.

Subtotal Tennessee Technological University 4,210,000$              

University of Memphis
Multiple Buildings Roof Replacements 5,740,000$              
Funds are provided for replacement of roofs for multiple buildings and all related work. 

Subtotal Locally Governed Higher Education Institutions  $            26,350,000 

Tennessee Board of Regents
ChSCC Central Plant Modernization Phase Two 2,080,000$              
Funds are provided for modernization of the central plant, including replacement of boilers, 
chillers, pumps, and piping; lighting, electrical, and controls updates; and all related work.

ClSCC Multiple Buildings Roof Replacements Phase Two 1,750,000
Funds are provided for replacement of multiple roofs throughout the main campus and all 
related work. 

CoSCC Campus Infrastructure Upgrades 2,460,000
Funds are provided for upgrades of campus infrastructure, including electrical switchgear, 
transformers, and electrical components; chiller, cooling tower, piping, and central plant 
equipment; HVAC controls; and all related work.

Tennessee Technological University
Multiple Buildings Elevator Upgrades Phase Two $ 
Funds are provided for upgrade or replacement of several elevators on campus and all related
work.

Utility Infrastructure Upgrades Phase One 2,520,000
Funds are provided for replacement and repair of various utilities campus-wide, includingp p p
rerouting distribution lines, and all related work.

Subtotal Tennessee Technological University 4,210,000
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Capital Maintenance Project Descriptions
Fiscal Year 2026-2027

DSCC Jimmy Naifeh Building Roof Replacement 1,100,000
Funds are provided for replacement of metal roofing system and all related work. 

RSCC Multiple Buildings Roof Replacements and Repairs 1,500,000
Funds are provided for replacement or repair of roofs and gutters for multiple buildings and all 
related work. 

SWTCC Roof Replacements and Envelope Repairs 3,000,000
Funds are provided for replacement of roofing systems and envelope repairs, including 
windows, doors, caulking for multiple buildings, and all related work. 

TCAT Roof Replacements and Envelope Repairs Phase One 4,910,000
Funds are provided for replacement or repair of roofing systems, envelope and drainage 
repairs, and all related work.

WSCC Humanities MEP Improvements and Energy Upgrades 1,520,000
Funds are provided for MEP improvements and energy upgrades, including new water source 
heat pump units, removal of rooftop HVAC package units, replacement of hydronic lines, pipe 
repairs, window replacements, and all related work.

Subtotal Tennessee Board of Regents 18,320,000$            

University of Tennessee
UTC Electrical Distribution and Chiller Plant Upgrades 8,750,000$              
Funds are provided for upgrades to the primary campus electrical distribution service system 
and at the central chilled water plant.  Project includes replacement of high temperature heating 
water generators and all related work. 

UTHSC Multiple Buildings Control Systems Upgrades 2,500,000
Funds are provided for upgrades to mechanical control systems in multiple buildings and all 
related work. 

UTK Campus Infrastructure Upgrades Phase One 9,500,000
Funds are provided for replacement and repair of existing infrastructure components for 
underground utilities for water and steam including all related work. 

UTM Elam Center Brick Replacement 1,750,000
Funds are provided for replacement and structural repairs of the masonry brick veneer system 
at the Elam Center and all related work. 

UTS Multiple Buildings Envelope Repairs 4,570,000
Funds are provided for replacement and repair of several exterior building system components 
including roofs, foundations, doors, windows, and all related work. 

Subtotal University of Tennessee 27,070,000$            

Grand Total Capital Maintenance 114,565,000$          
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Governor's Budget - Outcomes & Salary Pool Combined 39,400,000$                

Governor's Budget - Outcomes  & Salary Pool Combined 39,400,000$                

Distribution of New Funding Percent of Total
   TBR 12,018,700$                30.50%
   APSU 1,767,700$                  4.49%
   ETSU 2,380,800$                  6.04%
   MTSU 3,436,400$                  8.72%
   TSU 1,263,100$                  3.21%
   TTU 1,895,100$                  4.81%
   UM 4,332,000$                  10.99%
   UT 12,306,200$                31.23%

39,400,000$                100.00%

Distribution:
   TBR 2,967,200$                  
   APSU (3,466,900)$                 
   ETSU (3,115,800)$                 
   MTSU (4,739,900)$                 
   TSU (1,174,100)$                 
   TTU (465,000)$                    
   UM (1,095,400)$                 
   UT 11,089,900$                

-$                              

THEC Recommend Governor's Budget Percentage
New Funding Recommendation Funded

APSU 3,311,100$                  1,767,700$               53.39%
ETSU 4,459,500$                  2,380,800$               53.39%
MTSU 6,436,700$                  3,436,400$               53.39%
TSU 2,365,900$                  1,263,100$               53.39%
TTU 3,549,800$                  1,895,100$               53.39%
UM 8,114,200$                  4,332,000$               53.39%
CC 17,854,300$                9,532,100$               53.39%
TCAT 4,657,900$                  2,486,600$               53.38%
UTK 16,885,900$                9,015,000$               53.39%
UTC 3,717,900$                  1,984,900$               53.39%
UTM 2,068,200$                  1,104,200$               53.39%
UTS 378,600$                     202,100$                   53.38%

73,800,000$                39,400,000$             53.39%

Analysis of 2026-2027 State Appropriations - Governor's Budget

Reconciliation of Governor's Higher Education Budget for All Institutions Operating Costs Increase (Funding Formula):

 Outcomes Formula Redistribution

Reconciliation of Governor's Budget to THEC Recommendation on Outcomes Formula:

VP for Planning and Finance 2/17/2026
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Agenda Item Summary 

 

Date:   March 12, 2026 

Agenda Item:   Tuition & Mandatory Fees 

 

 

PRESENTERS:  Dr. Claire Stinson, Dr. Vice President for Planning & Finance 

PURPOSE & KEY POINTS:  

At its November 2025 meeting, THEC recommended a preliminary tuition and mandatory fee range of 
0-2.5% for academic year 2026-27.  However, discussions are occurring to request an expansion of the 
range based on the Governor’s recommended budget. Data showing the impact of tuition and 
mandatory fees increases over a range of 2.5-6.5% is being provided as an information item.  The 
potential impact is presented both in terms of revenues generated and cost to students for each 
percentage increase.   

THEC will set a tuition and mandatory fees binding range in spring 2026. The university anticipates 
recommending up to a 6.5% increase for tuition and mandatory fees. Requests to increase fees within 
THEC’s binding range will be presented to the Board of Trustees for approval to be effective fall 2026 
semester.   

  

 

☐ 
Review  ☐ Action    ☒ No action required  
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Agenda Item Summary 

 

Date:   March 12, 2026 

Agenda Item:   Compensation Plan 

 

 

PRESENTERS:  Claire Stinson, Sr. Vice President for Planning and Finance  

PURPOSE & KEY POINTS: Recommend Approval 

President Oldham is recommending a salary pool between 1.5% and 2% for FY2026-27.  This 
recommendation is subject to approval of the Governor’s budget which includes funding for 55% of the 
cost of a recommended 1.5% increase. The university would provide the additional funding up to a 2% 
pool based on results of fall 2026 enrollment. The adjustment to salaries for staff and faculty would be 
effective September 1, 2026, once fall enrollment data is known.   

 

☐ 
Review  ☒ 

Action    ☐ 
No action required  

March 12, 2026 Audit & Business Committee Agenda & Materials - Compensation Plan

83





 

 

Agenda Item Summary 

 

Date:   March 12, 2026 

Agenda Item:   Talon Demonstration 

 

 

PRESENTERS:  Claire Stinson, Sr. Vice President for Planning & Finance 

PURPOSE & KEY POINTS: To provide the Board with a demonstration of the Talon Enterprise Resource 
Planning (ERP) system, including an overview of the project’s current state and the planned future 
state, and how the system will support the organization’s strategic and operational objectives. 

 

 

 

 

☐ 
Review  ☐ 

Action    ☒ 
No action required  
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Agenda Item Summary 
 
 
Date: March 12, 2026 
 
Agenda Item: Internal Audit Plan Review 
 

 
 
 

 
 
PRESENTER(S): Amy Wilegus, Chief Audit Executive 
 
PURPOSE & KEY POINTS:  
 
The comprehensive, risk-based internal audit plan includes audit and advisory projects 
reflective of the current risk environment, compliance topics, and engagements required by 
policy, state statute, or regulation. The plan is updated throughout the year in response to 
emerging or changing risks. The current audit plan is provided for review.  

☒ Review  ☐ Action    ☐ No action required  
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Agenda Item Summary 

 

Date:   March 12, 2026 

Agenda Item:   Enterprise Risk Management  

 

 

PRESENTERS:  Amy Wilegus, Chief Audit Executive  

PURPOSE & KEY POINTS:  

Review and approval of the proposed transition of Enterprise Risk Management responsibilities to the 
Office of Internal Audit as required by the Tennessee Tech University Audit Committee Charter and 
Internal Audit Global Standard 7.1 Organizational Independence.  

☐ Review  ☒ Action    ☐ No action required  
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Internal audit’s role in enterprise risk 
management 

 

Achieving strategic risk alignment without impairing independence 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

PUBLIC SECTOR KNOWLEDGE BRIEF 
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A renewed focus on ERM components 
Establish oversight and continuous improvement 

 

 
 

Broaden the focus of risk management 
As operating environments become increasingly complex, risks become more diverse and challenging to manage. 

Under traditional risk management approaches, the process can become somewhat fragmented; risk is viewed as 

something to be avoided; reactive and ad hoc behavior is accepted; and risk management activity is transaction-

oriented (cost-based), narrowly focused, and functionally-driven (Guide to Enterprise Risk Management). 

Under the ERM framework, the process is integrated; risk is viewed more positively (organizations take on the risks to 

seize opportunities); proactive behavior is expected; and the risk management activity is strategic, value-based, 

broadly focused, and process-driven (Guide to Enterprise Risk Management). ERM encourages a mindset that 

challenges the status quo. 

More organizations have been looking to ERM to launch new programs or as a stimulus for existing programs. The goal 

is to establish the oversight to drive continuous improvement of risk management practices and the ever-changing 

operating environment. A broad process that is sometimes hard to focus on and fully understand, ERM covers the 

different risk components of government organizations, but due to the political workings inherent to government 

organizations, unique risks exist. The table on the next page identifies some of those risks. 

Uncertainty — in and of itself — creates risk, and ERM broadens the focus of risk management to all significant 

resources of enterprise value. By understanding the key external and internal variables contributing to uncertainty, 

over time, management can more effectively run the organization and realize   the organization’s potential. ERM will 

help government organizations meet challenges by establishing oversight, control, and discipline to drive continuous 

improvement of risk management. 
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Implementing an ERM framework 
Manage uncertainties with a well thought-out plan 

 

 
 

Redefine how business is conducted 
The future is inherently unknown. Like all endeavors in today’s dynamic business environment, government 

programs operate in a world of increasing risks, and they do not know what mandates or challenges they will face 

from day to day. In recent years, many government entities have been on the receiving end of new legislation and 

regulations that require them to better manage risk and improve controls in discrete areas. Generally, to comply with 

the requirements of each of these new mandates, agencies have put into place costly compliance programs that do 

not always optimize value (Managing Risk in Government: An Introduction to Enterprise Risk Management). 

As government agencies search for more effective ways to face daily challenges, a promising approach is 

implementing an ERM framework. ERM redefines the value proposition of risk management by providing an 

organization with the processes and tools needed to become more anticipatory and effective at evaluating, 

embracing, and managing the uncertainties it faces, and elevates risk management to a strategic level (Guide to 

Enterprise Risk Management). An ERM framework: 

 Identifies potential risks that may hinder objectives. 

 Empowers every member to participate in risk management. 

 Reduces surprises and unexpected losses to the organization. 

 Moves the focus to the big issues rather than the nebulous issues. 

 Improves resource deployment based on risk. 

 Provides tools and capabilities to identify, adapt, and respond to change. 

Occasionally, certain organizations find themselves starting down the path of developing and implementing an ERM 

program, including convening workgroups, obtaining support, developing a risk appetite, and preparing risk 

statements and draft responses, but then after the initial activities are performed, a variety of competing priorities 

may result. In order to protect the work and move forward, it is important to stay the course. The ERM framework can 

be successfully applied to all organizations, large and small, public and private, to create a risk-intelligent enterprise as 

long as it is embedded in the culture as a day-to-day consideration and everyone involved in its implementation is of 

the same mind. 

For ERM to work effectively, there must be a full understanding of the organization’s risk profile, its culture, and its 

resource capacity to implement and sustain the initiative. For some agencies, it will take a holistic approach to  

realize the full impact of risk management. For others, having some variation of ERM, no matter the scale or scope,  

will be enough to point the agency in the right direction toward better performance, management, and results. In 

either case, the aim is to redefine how business is conducted (Managing Risk in Government: An Introduction to 

Enterprise Risk Management). 
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Internal audit’s evolving role 
Opportunities to serve 

 

 
 

Guidance to provide 
Internal auditing is an independent, objective assurance and consulting activity Its core role with regard to ERM is 

to provide objective assurance on the effectiveness of risk management. Two of the most important ways that 

internal auditors add value are by 1) providing objective assurance that the major business risks are being managed 

appropriately and 2) providing assurance that the risk management and the internal control framework is operating 

effectively (The Role of Internal Auditing in Enterprise-wide Risk Management). 

In the past, internal audit plans focused primarily on performing audits within the core financial functions of an 

organization, including accounts payable, payroll, and petty cash. Today, the scope of internal audit’s work has 

expanded greatly and will more than likely continue to change. Internal audit has been asked to play a more  

dynamic role across all aspects of an organization and is expected to be more aligned with the overall strategic 

direction and risks. 

Organizations are looking to internal audit to help refine risk management processes and leverage information about 

organizational risks. This includes providing ERM guidance. Collaboration between the disciplines of internal audit and 

risk management can lead to stronger risk practices in meeting stakeholder expectations. 

However, it is important to note that each organization is unique. Each organization needs a tailored approach, and 

ERM is not a compliance exercise but a mindset that facilitates information-sharing across the organization, making 

management better equipped to make important and timely decisions. 

The scope of internal audit’s function and area of service is too wide for just one skillset. The emerging internal audit 

role now includes asset management, business models, change management, general management, environmental 

impact, products/services, finance, operations, compliance, and technology. Internal audit can play a critical role in 

the initial ERM setup and in its ongoing success by providing guidance in: 

 Risk management education and training. 

 Risk management consulting engagements. 

 Evaluations of strategic risks. 

 Assessment of the ERM framework: 

o Components and principles are functioning as expected. 

o Components are operating in an integrated manner (no silos). 

o Established controls are adequate to execute the relevant principles  

 
Source: Internal Audit’s Role in ERM: Achieving Strategic Risk Alignment Without Impairing Independence 
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Benefits to gain 
There are several benefits to internal audit’s being involved in the 

ERM program. One of the biggest benefits is that it adds to the value 

proposition of the internal audit department within the organization 

and with the key stakeholders. Value is added by seeking and 

exploiting opportunities, improving business performance, and 

preventing avoidable loss events. Internal audit’s involvement 

changes the relationship with management into one that is cohesive 

and communicative vs. a relationship that is strained. 

Benefits to the internal audit function: 

 Broader impact — not limited to compliance and financial 

statements. 

 More robust and relevant internal audit plan. 

 Increased knowledge and expertise in internal audit. Various 

growth and training opportunities for the internal audit staff. 

Benefits to the organization: 

 Improves management and leadership decision-making. 

 Improves strategic planning efforts. 

 Fosters a risk-based organizational culture (tone from the top). 

 Establishes a foundation of knowledge to build a tailored  

ERM program. 

 Links audit efforts and results to top-of-mind critical risks and 

initiatives as viewed by management. 

 Enables the organization to plan and respond better to 

changes. 

 Allows more effective management of the downside of risk 

while leveraging the upside of risk. 

 Increases the probability of achieving the organization’s goals 

and objectives. 

 

84% 
 

of participants in an IIA webinar said 

they are willing to accept the role of 

ERM champion, but only in a 

supporting/ advisory capacity, with all 

decision-making authority and 

accountability residing with 

management. 

 

7% 
 

said they would not be willing to 

accept the role, as it would result in an 

impairment to auditor independence. 

 

Source: Webinar polling questions from 

Internal Audit’s Role in ERM: Achieving 

Strategic Risk Alignment Without Impairing 

Independence 

 
 
 
Source: https://www.theiia.org/sites/auditchannel/Pages/video.aspx?v=AzdzRyZTE69KtDHsQ01KjSG2X4DVxJxo 
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However, it is important to note that in spite of all the benefits to gain, there are still a number of barriers preventing 

some government organizations from investing in ERM. Some of the challenges that are faced when designing an 

effective ERM program include: competing priorities, organizational culture, insufficient resources, lack of perceived 

value, perception that ERM adds bureaucracy, or lack of senior-level ERM leadership. In light of the perceived barriers, 

organizations need to have a viable risk management platform that addresses existing and potential risks and 

provides feedback to relevant people to evaluate and resolve. 

Boundaries to draw and respect 
Standard 1100: Independence and Objectivity requires the internal audit activity to remain independent. To implement 

this standard, CAEs and auditors need to understand policies and activities that could enhance or hinder such a 

mindset. Therefore, there are clear boundaries that must be drawn and respected when implementing an ERM 

framework. Those boundaries can be clarified using a simple litmus test: 

Is it a management function (e.g., a decision-making role)? 

 If yes, this could impair independence. 

Is it an assurance function? 

 If yes, it may be an acceptable internal audit role. 

 If lines are blurred, it may need additional safeguards to 

 protect independence. 

There is of course a muddled middle ground to consider, where lines 

may be blurred. In these circumstances, the function is open to be 

performed by internal audit, provided safeguards are in place, such as 

taking steps to formally identify management as the decision-maker 

and communicating that understanding to management and other 

key stakeholders. Some examples include: 

 Facilitating risk assessment workshops. 

 Coaching/educating management. 

 Coordinating ERM activities. 

 Maintaining the ERM framework. 

 Serving as ERM champion. 

 Developing the ERM strategy for leadership. 

Internal audit may provide consulting services that improve an 

organization’s governance, risk management, and control processes. 

 Audit Focus 

IIA Standard 1100: Independence 
and Objectivity 

The internal audit activity must be 

independent, and internal auditors 

must be objective in performing their 

work. 

IIA Standard 1110: Organizational 
Independence 

The chief audit executive must report 

to a level within the organization that 

allows the internal audit activity to 

fulfill its responsibilities. The chief 

audit executive must confirm to the 

board, at least annually, the 

organizational independence of the 

internal audit activity. 

1110.A1 – The internal audit activity 

must be free from interference in 

determining the scope of internal 

auditing, performing work, and 

communicating results. The chief 

audit executive must disclose such 

interference to the board and 

discuss the implications. 
 

What’s more, because internal audit offers expertise in considering risks, understanding the connections between 

risks and governance, and in facilitation, it is well qualified to act as champion for ERM, especially in the early stages of 

its introduction (IIA Position Paper: The Role of Internal Auditing in Enterprise-wide Risk Management).  
 

When internal auditors have a detailed understanding of their duties, it allows them to provide the appropriate level of 

assessment work for the given situation. 
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Expanding internal audit’s position 
Work closely with management 

 

 
 

Creating a dynamic team 
Internal audit should be a part of every ERM undertaking, as its 

principal role is to analyze the existing reporting tools and risk 

management practices, and seek out anything that could possibly 

impact the internal control systems. 

That being said, when an organization desires to move to an ERM 

environment, internal auditors should collaborate with senior 

management to identify and review the risks that the organization is 

facing. Then internal audit can determine whether those risks have been 

identified and assessed properly. Doing so mitigates the possibility of 

overlooking gaps in policies and defines new risk tolerances. 

 As risks grow and become more 

complex, internal audit’s role is likely 

to expand in areas such as risk 

governance, culture and behavior, 

sustainability, and other non-financial 

measures. 

 
Source: Internal Audit’s Role in Corporate 

Governance 

 
To be effective, ERM requires a setting that is open and encourages communication about risks. Therefore, in addition 

to its principal role, internal audit can add value by being a proponent of solid communication within the organization, 

particularly between management and the stakeholders. Additionally, regular interaction with all factions, including 

employees, managers, and the risk management team will make a difference in the organization’s risk culture and in 

how well communication flows — eliminating barriers. The ERM framework, if executed properly, provides a valuable 

opportunity to create a dynamic team, wherein all are of the same mind when it comes to mitigating risks. 

 

Identifying emerging risks 

As organizations grow, adapt, and expand operations, the related risks may do the same. While some risks are 

easier to identify and measure than others, some are not as apparent. Here again is an opportunity for internal audit 

to add value by helping organizations discover any new risks created from expansion. Focusing on a number of areas 

internal audit has not traditionally covered can help auditors augment the organization’s value-creating efforts. There 

are many areas to consider in the context of a risk-based internal audit plan: 

 Data analytics and continuous auditing. 

 Strategic initiatives and planning. 

 Tone at the top/corporate culture. 

 New business lines and geographic regions. 

 Tax strategy and planning. 
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In addition to identifying emerging risks, internal audit may extend its involvement in ERM, provided certain conditions 

apply, by coordinating certain reporting activities. The IIA maintains that the board and management are responsible 

for actual risk management (IIA Position Paper: The Role of Internal Auditing in Enterprise- wide Risk Management); 

however, internal audit can customize reporting to meet the organization’s needs by issuing consultative types of 

reports for organizations that are in the initial stages of ERM, or by performing audits and issuing assurance reports for 

organizations that are more mature in ERM. 

 

Staying in the proper lane 
The interpretation of Standard 1100: Independence and Objectivity, affirms that “there should be no threat to internal 

audit’s ability to carry out its responsibilities in an unbiased manner.” So yes, certain conditions do apply to internal 

audit’s role in ERM. In other words, while internal audit should update its role to support effective risk management, when 

it comes to management’s responsibility of implementing risk mitigation processes and procedures, internal auditors and 

management alike need to understand fully that internal audit’s advice is exactly that, advice. Anything more than that 

threatens internal audit’s independence as an assurance provider and the objectivity of the internal auditors. 

There are a range of ERM activities that will likely improve an organization’s risk management control and governance 

processes, and there are roles that an effective internal audit activity should and should not undertake (see IIA 

Position Paper: The Role of Internal Auditing in Enterprise-wide Risk Management): 

 

Internal Audit’s Core Assurance Roles 
 Provide assurance on the risk management process. 

 Provide assurance that risks are correctly evaluated. 

 Evaluate the reporting of key risks. 

 Review the management of key risks (including testing controls). 
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Internal audit’s roles with safeguards 

 Facilitate identification and evaluation of risks. 

 Coach management in responding to risks. 

 Coordinate ERM activities. 

 Consolidate reporting on risk. 

 Champion establishment of ERM. 

 

Roles internal audit should not undertake 
 Setting risk appetite. 

 Imposing risk management processes. 

 Providing management assurances on risk. 

 Making decisions on risk responses. 

 Implementing risk responses on management’s behalf. 

 Assuming accountability for risk management. 
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Conclusion 
 
 
 
 
 
 

 
 

Improve the way risks are managed 
Management is aggressively pushing for internal audit to play a 

more prominent role in risk management, and with an ERM focus, 

internal audit can move beyond its monitoring role to help influence 

and improve how risks are managed before they become challenges. 

By facilitating the management on risk assessment and evaluating 

ERM, internal audit can add more value to the organization. 

Internal audit’s core role in relation to ERM is to provide management 

with assurance about the effectiveness of all risk management 

endeavors. When internal audit extends its activities beyond this core 

role, it must apply safeguards, including treating the engagements as 

consulting services, and therefore applying all relevant Standards. In 

this way, internal audit will continue to protect its independence. 

 Internal Audit’s Role 

 Greater assurance that internal 

controls and risk management 

procedures are in place and 

aligned with objectives. 

 Forward-looking efforts 

combined with the traditional 

point-in-time and past-focused 

reviews. 

 Increased attention and 

commitment to focus on 

strategic and emerging risks. 
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Introduction 
The importance to strong corporate governance of managing risk has been increasingly 
acknowledged. Organizations are under pressure to identify all the business risks they 
face; social, ethical and environmental as well as financial and operational, and to 
explain how they manage them to an acceptable level. Meanwhile, the use of 
enterprise-wide risk management frameworks has expanded, as organizations 
recognize their advantages over less coordinated approaches to risk management.  
Internal auditing, in both its assurance and its consulting roles, contributes to the 
management of risk in a variety of ways.   

What is Enterprise-wide Risk Management? 
People undertake risk management activities to identify, assess, manage, and control 
all kinds of events or situations. These can range from single projects or narrowly 
defined types of risk, e.g. market risk, to the threats and opportunities facing the 
organization as a whole. The principles presented in this paper can be used to guide the 
involvement of internal auditing in all forms of risk management but we are particularly 
interested in enterprise-wide risk management because this is likely to improve an 
organization’s governance processes.  

Enterprise-wide risk management (ERM) is a structured, consistent and continuous 
process across the whole organization for identifying, assessing, deciding on responses 
to and reporting on opportunities and threats that affect the achievement of its 
objectives.   

Responsibility for ERM 
The board has overall responsibility for ensuring that risks are managed.  In practice, 
the board will delegate the operation of the risk management framework to the 
management team, who will be responsible for completing the activities below. There 
may be a separate function that co-ordinates and project-manages these activities and 
brings to bear specialist skills and knowledge.   

Everyone in the organization plays a role in ensuring successful enterprise-wide risk 
management but the primary responsibility for identifying risks and managing them lies 
with management.  

Benefits of ERM 
ERM can make a major contribution towards helping an organization manage the risks 
to achieving its objectives. The benefits include:   

 

Greater likelihood of achieving those objectives; 

 

Consolidated reporting of disparate risks at board level; 

 

Improved understanding of the key risks and their wider implications; 

 

Identification and sharing of cross business risks; 

 

Greater management focus on the issues that really matter; 

 

Fewer surprises or crises; 

 

More focus internally on doing the right things in the right way; 
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Increased likelihood of change initiatives being achieved; 

 
Capability to take on greater risk for greater reward and 

 
More informed risk-taking and decision-making.  

The activities included in ERM  

 
Articulating and communicating the objectives of the organization; 

 

Determining the risk appetite of the organization; 

 

Establishing an appropriate internal environment, including a risk management 
framework; 

 

Identifying potential threats to the achievement of the objectives; 

 

Assessing the risk (i.e. the impact and likelihood of the threat occurring); 

 

Selecting and implementing responses to the risks; 

 

Undertaking control and other response activities; 

 

Communicating information on risks in a consistent manner at all levels in the 
organization; 

 

Centrally monitoring and coordinating the risk management processes and the 
outcomes, and 

 

Providing assurance on the effectiveness with which risks are managed.  

Providing assurance on ERM 
One of the key requirements of the board or its equivalent is to gain assurance that risk 
management processes are working effectively and that key risks are being managed to 
an acceptable level.  

It is likely that assurance will come from different sources. Of these, assurance from 
management is fundamental. This should be complemented by the provision of 
objective assurance, for which the internal audit activity is a key source. Other sources 
include external auditors and independent specialist reviews. Internal auditors will 
normally provide assurances on three areas:  

 

Risk management processes, both their design and how well they are working; 

 

Management of those risks classified as ‘key’, including the effectiveness of the 
controls and other responses to them; and 

 

Reliable and appropriate assessment of risks and reporting of risk and control 
status.  

The role of internal auditing in ERM 
Internal auditing is an independent, objective assurance and consulting activity. Its core 
role with regard to ERM is to provide objective assurance to the board on the 
effectiveness of risk management.  Indeed, research has shown that board directors 
and internal auditors agree that the two most important ways that internal auditing 
provides value to the organization are in providing objective assurance that the major 
business risks are being managed appropriately and providing assurance that the risk 
management and internal control framework is operating effectively1. 
                                                

 

1 The Value Agenda, Institute of Internal Auditors – UK and Ireland and Deloitte & Touche 2003  
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Figure 1 presents a range of ERM activities and indicates which roles an effective 
professional internal audit activity should and, equally importantly, should not undertake. 
The key factors to take into account when determining internal auditing’s role are 
whether the activity raises any threats to the internal audit activity’s independence and 
objectivity and whether it is likely to improve the organization’s risk management, 
control and governance processes.  

Figure 1 – Internal auditing’s role in ERM     

The activities on the left of Figure 1 are all assurance activities. They form part of the 
wider objective of giving assurance on risk management. An internal audit activity 
complying with the International Standards for the Professional Practice of Internal 
Auditing can and should perform at least some of these activities.  
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Internal auditing may provide consulting services that improve an organization’s 
governance, risk management, and control processes. The extent of internal auditor’s 
consulting in ERM will depend on the other resources, internal and external, available to 
the board and on the risk maturity2 of the organization and it is likely to vary over time. 
Internal auditor’s expertise in considering risks, in understanding the connections 
between risks and governance and in facilitation mean that the internal audit activity is 
well qualified to act as champion and even project manager for ERM, especially in the 
early stages of its introduction. As the organization’s risk maturity increases and risk 
management becomes more embedded in the operations of the business, internal 
auditing’s role in championing ERM may reduce. Similarly, if an organization employs 
the services of a risk management specialist or function, internal auditing is more likely 
to give value by concentrating on its assurance role, than by undertaking the more 
consulting activities. However, if internal auditing has not yet adopted the risk-based 
approach represented by the assurance activities on the left of Figure 1, it is unlikely to 
be equipped to undertake the consulting activities in the center.   

Consulting roles 
The center of Figure 1 shows the consulting roles that internal auditing may undertake 
in relation to ERM. In general the further to the right of the dial that internal auditing 
ventures, the greater are the safeguards that are required to ensure that its 
independence and objectivity are maintained. Some of the consulting roles that the 
internal audit activity may undertake are:   

 

Making available to management tools and techniques used by internal auditing to 
analyze risks and controls; 

 

Being a champion for introducing ERM into the organization, leveraging its expertise 
in risk management and control and its overall knowledge of the organization; 

 

Providing advice, facilitating workshops, coaching the organization on risk and 
control and promoting the development of a common language, framework and 
understanding; 

 

Acting as the central point for coordinating, monitoring and reporting on risks; and 

 

Supporting managers as they work to identify the best way to mitigate a risk.   

The key factor in deciding whether consulting services are compatible with the 
assurance role is to determine whether the internal auditor is assuming any 
management responsibility. In the case of ERM, internal auditing can provide consulting 
services so long as it has no role in actually managing risks – that is management’s 
responsibility – and so long as senior management actively endorses and supports 
ERM. We recommend that, whenever the internal audit activity acts to help the 
management team to set up or to improve risk management processes, its plan of work 
should include a clear strategy and timeline for migrating the responsibility for these 
services to members of the management team.  

                                                

 

2 The IIA-UK and Ireland Position Statement on Risk Based Internal Auditing 2003 
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Safeguards 
Internal auditing may extend its involvement in ERM, as shown in Figure 1, provided 
certain conditions apply. The conditions are:  

 
It should be clear that management remains responsible for risk management. 

 
The nature of internal auditor’s responsibilities should be documented in the internal 
audit charter and approved by the audit committee.  

 

Internal auditing should not manage any of the risks on behalf of management. 

 

Internal auditing should provide advice, challenge and support to management’s 
decision making, as opposed to taking risk management decisions themselves. 

 

Internal auditing cannot also give objective assurance on any part of the ERM 
framework for which it is responsible. Such assurance should be provided by other 
suitably qualified parties. 

 

Any work beyond the assurance activities should be recognized as a consulting 
engagement and the implementation standards related to such engagements should 
be followed.  

Skills and body of knowledge 
Internal auditors and risk managers share some knowledge, skills and values. Both, for 
example, understand corporate governance requirements; have project management, 
analytical and facilitation skills and value having a healthy balance of risk rather than 
extreme risk-taking or avoidance behaviors. However, risk managers as such serve only 
the management of the organization and do not have to provide independent and 
objective assurance to the audit committee. Nor should internal auditors who seek to 
extend their role in ERM underestimate the risk managers’ specialist areas of 
knowledge (such as risk transfer and risk quantification and modeling techniques) which 
are outside the body of knowledge for most internal auditors. Any internal auditor who 
cannot demonstrate the appropriate skills and knowledge should not undertake work in 
the area of risk management. Furthermore, the head of internal audit should not provide 
consulting services in this area if adequate skills and knowledge are not available within 
the internal audit activity and cannot be obtained from elsewhere.  

Conclusion 
Risk management is a fundamental element of corporate governance. Management is 
responsible for establishing and operating the risk management framework on behalf of 
the board. Enterprise-wide risk management brings many benefits as a result of its 
structured, consistent and coordinated approach. Internal auditor’s core role in relation 
to ERM should be to provide assurance to management and to the board on the 
effectiveness of risk management. When internal auditing extends its activities beyond 
this core role, it should apply certain safeguards, including treating the engagements as 
consulting services and, therefore, applying all relevant Standards. In this way, internal 
auditing will protect its independence and the objectivity of its assurance services. 
Within these constraints, ERM can help raise the profile and increase the effectiveness 
of internal auditing.  
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Definition of terms 
Assurance Services: An objective examination of evidence for the purpose of 
providing an independent assessment on governance, risk management, and control 
processes for the organization. Examples may include financial, performance, 
compliance, system security, and due diligence engagements.  

Board: A board is an organization’s governing body, such as a board of directors, 
supervisory board, head of an agency or legislative body, board of governors or trustees 
of a non profit organization, or any other designated body of the organization, including 
the audit committee to whom the chief audit executive may functionally report.  

Champion: Someone who supports and defends a person or cause. Therefore, a 
champion of risk management will promote its benefits, educate an organization’s 
management and staff in the actions they need to take to implement it and will 
encourage them and support them in taking those actions.  

Consulting Services: Advisory and related client service activities, the nature and 
scope of which are agreed with the client,  are intended to add value and improve an 
organization’s governance, risk management, and control processes without the internal 
auditor assuming management responsibility. Examples include counsel, advice, 
facilitation, and training.  

Control: Any action taken by management, the board, and other parties to manage risk 
and increase the likelihood that established objectives and goals will be achieved. 
Management plans, organizes, and directs the performance of sufficient actions to 
provide reasonable assurance that objectives and goals will be achieved.  

Enterprise: Any organization established to achieve a set of objectives.  

Enterprise-wide risk management (ERM): A structured, consistent and continuous 
process across the whole organization for identifying, assessing, deciding on responses 
to and reporting on opportunities and threats that affect the achievement of its 
objectives.  

Facilitating: Working with a group (or individual) to make it easier for that group (or 
individual) to achieve the objectives that the group has agreed for the meeting or 
activity. This involves listening, challenging, observing, questioning and supporting the 
group and its members. It does not involve doing the work or taking decisions.  

Risk: The possibility of an event occurring that will have an impact on the achievement 
of objectives. Risk is measured in terms of impact and likelihood.  

Risk Appetite: The level of risk that an organization is willing to accept.  
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Risk Management Framework: The totality of the structures, methodology, procedures 
and definitions that an organization has chosen to use to implement its risk 
management processes.  

Risk Management Processes: Processes to identify, assess, manage, and control 
potential events or situations, to provide reasonable assurance regarding the 
achievement of the organization’s objectives.  

Risk Maturity: The extent to which a robust risk management approach has been 
adopted and applied, as planned, by management across the organization to identify, 
assess, decide on responses to and report on opportunities and threats that affect the 
achievement of the organization’s objectives.  

Risk Responses: The means by which an organization elects to manage individual 
risks. The main categories are to tolerate the risk; to treat it by reducing its impact or 
likelihood; to transfer it to another organization or to terminate the activity creating it. 
Internal controls are one way of treating a risk.  

***                       

Copyright 
The copyright of this paper is jointly held. For permission to reproduce in the UK or 
Ireland, please contact IIA-UK and Ireland at technical@iia.org.uk. For permission to 
reproduce elsewhere, please contact The Institute of Internal Auditors at 
guidance@theiia.org. 
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enabling smarter risk decisions which builds trust across the 
business. 

I have identified three justifications that highlight internal 
audit’s evolving role in ERM, drawing on insights from CAEs who 
are leading the way. 

Why should CAEs actively participate in ERM—and what’s 
the framework for doing so? 

CAEs who actively participate in ERM gain greater visibility into 
enterprise risks, improved awareness and stronger business 
relationships. Based on research, CAEs who “actively 
participate” in their organizations’ ERM programs and found 
that this involvement delivers tangible benefits: higher risk 
orientation, deeper connection with business leaders, and better 
acumen for what matters most. 

For example, the CAE of a publicly traded energy company shared 
that integrating with ERM increased their confidence in 
articulating the rationale behind internal audit plan choices. This 
clarity made it easier to prioritize audit activities and defend 
decisions—even when saying “no” to requests that did not align 
with organizational priorities. 

Active participation in ERM allows audit leaders to: 

• Understand the organization’s top risks and align assurance 
activities accordingly. 

• Build stronger relationships with business leaders, fostering 
collaboration and trust. 

• Gain the confidence needed to make strategic decisions 
about audit coverage and resource allocation. 
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The framework for CAE involvement starts with recognizing that 
ERM is not a one-size-fits-all process. Instead, it requires 
internal audit leaders to be intentional about their role—whether 
providing input, leading specific risk assessments or facilitating 
risk discussions. By mapping their participation to the 
organization’s ERM steps, CAEs can ensure their contributions 
are meaningful and aligned with enterprise objectives. 

How can CAEs take a more active involvement in ERM 
without sacrificing objectivity? 

While 97 percent of chief audit executives participate in at least 
one non-audit activity, such as ERM or business continuity, 
maintaining objectivity is a valid concern. Collaboration can 
enhance value, but it must not compromise the independence 
that is the foundation of effective internal audit. 

To strike this balance, CAEs should use the RACI matrix—a tool 
for clarifying roles and responsibilities within projects and 
processes (Figure 1). The RACI framework defines four types of 
involvement: 

• Responsible (R): Those who perform the work to complete a 
specific task, often in collaboration with consulted parties. 

• Accountable (A): The ultimate authority who approves work 
and is responsible for outcomes. 

• Consulted (C): Individuals who provide expertise or insight, 
influencing decisions but not executing tasks. 

• Informed (I): Stakeholders who are kept updated on 
progress and decisions but do not have direct input. 

 Figure 1: Use RACI roles to Explore and Choose ERM Participation Level 
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By mapping their ERM involvement to the RACI matrix, CAEs can 
determine where they add the most value without overstepping 
boundaries. For instance, a CAE may be “consulted” during risk 
identification but “informed” during risk response planning, 
preserving their independence while contributing expertise. 

Understanding and communicating these roles is essential. CAEs 
should proactively discuss their intended level of ERM 
participation with the audit committee, ensuring clarity and 
alignment. This approach not only protects audit’s objectivity 
but also demonstrates a thoughtful commitment to enterprise 
risk management. 

How can CAEs assess and defend their objectivity as they 
get more involved in ERM? 
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• Initiating investigations in a timely manner 
• Implementing periodic modifications to the compliance program 

While compliance programs are often driven by external regulation, ERM is geared towards 
helping institutions identify and mitigate risks that may impede attaining strategic goals and 
objectives. Additionally, ERM is rooted in creating a risk-aware culture that takes a consistent 
approach to risk management, often through enhanced and informed decision-making with a goal 
of achieving efficiency and optimization. 

Compliance and ERM both utilize a similar method in identifying, assessing and managing 
enterprise and compliance risks. However, success for both sets of stakeholders requires 
leadership buy-in and sponsorship, process governance, careful integrated planning, 
accountability and clear communication strategies. 

Examples of typical compliance and combined ERM structures include: 

• A combined office integrating internal audit, ERM and compliance 
• A hybrid office that has oversight of an ERM program and the compliance function 
• Stand-alone offices that separate the distinct compliance and ERM functions 

Theme 2: What opportunities exist for enhanced collaboration between 
an institution’s compliance function and ERM? 

There are tremendous benefits for institutions that connect their compliance and ERM 
frameworks. The compliance and ERM partnerships, along with ongoing collaboration, are 
critical to moving compliance forward alongside the insights ERM provides. 

Stakeholders should develop an approach that not only enables a proactive evaluation of the 
compliance and ethics-related risks their institution faces today, but also considers whether there 
are other emerging or trending risks that could have an impact in the future. 

The discussion panelists highlighted some examples or areas that they believe have potential for 
enhanced collaboration: 

• Conducting or leveraging shared enterprise risk assessments may help align the 
mitigation strategies and future work plans 

• Enhancing or providing new and innovative methods for information-sharing to identify 
and address emerging risks in a timely manner 

• Identifying new risks or potential changes in the risk landscape that could have an impact 
across the institution 

• Integrating or enhancing how information is shared with and communicated to the board, 
management or other key stakeholders 

• Conducting integrated audits, reviews or assessments with the subject matter specialist(s) 
to appropriately evaluate new and emerging risk areas 
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