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Session Overview and Goals 

Tim McSwain 



Overview and Goals 

• Interaction 
• Learn from each other 
• Think about how to build bridges with the folks 

“downtown” 
• Create a list of risks for your company, where the 

flight department can help/be a resource 
• Create a list of people the flight department 

needs to reach out to 
• Leave here with new thoughts and ideas to 

discuss back at the hangar 



Table Composition 

• Musical Chairs: 
– 1 person from each company or role at a table, please 

• Ideal to have various functions represented (e.g., scheduling, 
legal, insurance, pilots) 

– Large company reps 
– Small company reps 
– Internal flight department 
– External flight department (management company) 
 

Please introduce yourselves at each table. 



What is ERM?  
How to Evaluate Your Risk 

Christa Hinckley 



Risk Assessment 

• Norman Augustine, in his article "Managing the Crisis 
You Tried to Prevent" identified 6 stages of risk 
management: 
– Stage 1: Avoiding the Crisis 
– Stage 2: Preparing to Manage the Crisis 
– Stage 3: Recognizing the Crisis 
– Stage 4: Containing the Crisis 
– Stage 5: Resolving the Crisis 
– Stage 6: Profiting from the Crisis 

 
Norman Augustine, "Managing the Crisis You Tried to Prevent," Harvard 
Business Review, Nov.-Dec. 1995 at p.148. 



SMS 

• The aviation industry has embraced SMS as a risk 
management tool: 

 
"A safety management system is a comprehensive, process 
oriented approach to managing safety throughout an 
organization. An [sic] SMS includes an organization-wide 
safety policy, formal methods for identifying hazards, 
controlling and continually assessing risk, and the promotion 
of a safety culture.  SMS stresses not only compliance with 
technical standards but increased emphasis on the overall 
safety performance of the organizations." 

 
NPRM 2009-0671, Federal Register, Vol. 75, No.214, Friday November 5, 2010 



SMS 

• When systematically applied, a SMS provides a 
set of decision making tools that 
airlines/operators can use to improve safety.  

• Instead of enforcing "one size fits all" rules, the 
regulatory trend in aviation is to ensure that 
operators set up their own systems for mitigating 
risks  in a manner that is tailored to each 
operator's business.  The focus in not on "what" 
outcomes the operator must accomplish, but on 
"how" the operator ensures safe operations.  



Enterprise Risk Management 

• I have a SMS and a ERP, why do I need ERM? 
– ERM is just another tool or process for addressing and 

managing risk, but unlike SMS, which is focused on 
improving safety, or a ERP, which is focused on responding 
to a crisis that has already occurred, ERM is an enterprise 
or business wide risk identification and assessment tool 
that: 

• Requires senior management focus 
• Tries to quantify the dollar cost of the risks 
• Encourages involvement from and  communication across all 

departments  
• Establishes a process to prioritize and monitor risk. 

 



Enterprise Risk Management 

• ERM is simply the tool or the discipline by which an 
organization in any industry assesses, controls, exploits, 
finances, and monitors risks from all sources for the 
purpose of increasing the organization's short and long 
term value to its stakeholders. Casualty Actuarial 
Society, 2003 

• The key in ERM is to recognize and assess the extent of 
a company's likely interdependence across multiple 
lines of business, geographies and product mixes when 
a crisis materializes in any one of these 

• A successful ERM would have an ERM committee that 
identifies, analyzes and prioritizes risks 
 



Enterprise Risk Management 

• Risks assessed should be not only be operational and 
financial risks, but all risks  a company faces: 
– Operational 
– "Acts of God" (weather, disease, etc.) 
– Legal 
– Regulatory 
– Competitive 
– Product Integrity 
– Political/Governmental  
– Financial (e.g., Financial Markets, Interest Rate) 
– Significant vendors/other suppliers 



Enterprise Risk Management 

Who should be on the ERM Committee? 

• Aviation Manager 

• Maintenance/Facilities 
Management 

• Treasury 

• IT 

• Audit 

• Legal 

• Compliance 

• HR 

• Public Investor/Relations 

• Corporate Communications 

• Insurance/Risk Management 

• Operations 

• Geographic Department Heads 

• Customer 
Satisfaction/Marketing 

• Government Relations 

• Manufacturing 



Scenarios 

Deborah Bew 

Brint Smith 



Accident Scenario 
B&G Aircraft Repair (B&G), a maintenance contractor to Middle 
Market Inc.’s (MMI) G-V, was to clean the jet for a trip with an 
important customer. B&G subcontracted to Speedy Clean 
Landscaping LLC. Its rep, Ralph, had his teenage daughter and 
two of her classmates with him (no place to leave them). Ralph 
was wrapping up, when he heard a loud noise and saw that his 
Ford Explorer had crashed through the hangar door into G-V’s 
nose gear, pushed it into a Falcon 2000 behind it and damaged 
two tugs. The girls, who were not injured, got bored and 
challenged each other to demonstrate their driving ability. Ralph, 
an independent contractor to Speedy, has a $25,000 auto liability 
policy that denied the claim because driver had no driver’s 
license. Damage to two aircraft, hangar and two tugs is an 
estimated $4,000,000. 



Aircraft Acquisition Scenario 

Inflated and Frothy, LLC (IF, LLC), planned an IPO.  For the 
road show, IF, LLC had planned to dry lease MMI’s GV but 
after the hangar incident, the company decided to 
acquire its own aircraft that truly reflects its cutting edge 
image.  Despite never having made a profit, banks are 
happy to lend it whatever it needs as Wall Street’s hype 
estimates IF, LLC’s stock’s market value will eclipse $10B 
on its launch date.   
 
IF, LLC has their eyes on a Bombardier Challenger 300 
with a $22M purchase price. 



Scenario Analyses – Accident, 

Acquisition 
SHORT TERM 
1. What are the short term actions / tasks needed? 
2. Who is / will be affected by this incident / acquisition? 
 
LONG TERM 
1. What are the organizational issues that could / may arise and who 

would be involved / affected? 
2. What resources are needed to address these issues? 
3. What proactive steps can be taken to address / minimize the impact 

of the incident / acquisition? 
4. What are some of the variables ("wild cards") that may appear? 
5. How can we prepare for / anticipate the "wild cards" and mitigate 

their impact? 



PERCEIVED S I L O S 

Integrating Business Aviation 

•Corp.  
•Locations /  

Geographies 

•Lines of  

Business 

•External;  

•Vendors,  

Suppliers 

•Legal 

•Gov’t Reg 

•Markets / 

Competitors 

•Financial /  

Economic 

•QA 

•Flt Dept 
•ERP 
•SMS 

× × 
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