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& Culture Objective-Setting & Revision Communication
& Reporting
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“Good ERM starts at the top
of the company, then quickly
becomes part of how everyone
thinks and treats the risks they
face in their day-to-day work.”

Enterprise Risk Management-Integrated
Framework which has been made by the
Committee of Sponsoring Organizations of
the Treadway Commission (COSO) since
2004 is a tool that many companies use as
a risk management framework to ensure
the stakeholders that the companies could
achieve their goal. However, the business
environment has changed drastically. As a
consequence, the risks are more severe,
especially the risk at strategic level. Thus,
COSO has adjusted
framework again on September 6, 2017

risk management

and publicized the new framework under
the name “Enterprise Risk Management —
Aligning Risk with Strategy and Performance”

new COSO ERM
Framework as a useful tool for the duty

IOD considers a

of the board of directors in corporate
governance which they are expected more
from the stakeholders for this duty. On
November 8, 2017, 10D organized a meeting
Independent Director Forum on the topic
“Updated COSO Enterprise Risk Management:
Integrating with Strategy and Performance”

The talk at the beginning was given by
Mr. Edward Clayton, strategy& managing
partner, PwC SE Asia. He explained the
importance of the strategy because the
business environment had changed with a
higher acceleration. The organizations have
to understand it and be able to connect the
strategy with the risk. It was a challenge
for the organizations that they had to deal
with the situation with a smarter strategy.
Besides, there were the instability of politics
in Asia and Europe such as, Brexit, pressure
from regulations,

digital change and

expectation from the customers.
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During the talk, there was an opinion
survey of the attendants which could be
summarized as follows,

1. Fifty seven percent had an opinion that
digital risk was the most important risk
for Thai companies. Other 21 percent
focused on the unexpected risk. Nevertheless,
Mr. Edward Clayton raised an example of
Blockbuster that had closed because of
the technological change but the leaders
did not have a strategy to deal with it and

denied to change themselves.

2. Fifty two percent indicated the frequency
that the board of directors received a risk
report from the management every 6
months and 33.3 percent received a report
annually.

3. Only 28.6 percent was satisfied with the
quality of the risk management report from
the management and other 65 percent had
an opinion that it should be improved.

Then, Ms. Varuni Preedanon, corporate

governance, risk management, internal
control and internal audit advisor-partner,
PricewaterhouseCoopers ABAS Company
Limited presented the topic “What's new
in COSO ERM 2017”. The key issue that
COSO had been adjusted was connecting
strategic planning and risk as following dia-

gram.
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Strategic planning begins with  vision,
the
and

mission and value. From these,

organization  develops  strategy
objective. Then, the strategy is implemented,
evaluated and monitored if it could be done
according to the strategic planning and
the strategy could increase value for the
organization. However, in the past, the
connection between strategy and risk in
most organizations was not so effective.
Thus,

consider strategy and risk simultaneously.

COSO presented a concept to

When the process of the strategy goes
forward, the risk management process must
also be stepped up.

COSO has divided the risk management
process into 5 components according to
the strategy development which consists of
20 principles as follows,

the
organization must set a framework for risk

1. Vision and mission statement,

management and corporate culture to
address the risk management.

2. During the development and setting of
strategy, the organization has to create
an environment for business operation to
determine the risk appetite which helps
to make a framework for assessing the
strategies of the organization through risk
assessment of each choice. This allows the
organizationto consider which strategy isthe
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best for the organization to manage the risk.

3. During the implementation to achieve the
objective at business level, the risk might
have an effect on the success in strategy
implantation at any time. Thus, the risk has
to be indicated, assessed and responded
at the same time. We also have to look at
the risk management with the bird-eye
view. This will make the risk management
throughout the organization and strategy
management more effective.

4. During the strategy implementation,
revision and improvement of the strategy
management is possible. The organization
has to assess the changing risk in order to
develop and improve the appropriate risk
management process.

5. Finally, risk managementis a process that
needs continuity. Data storage and internal
and external information communication is
an important issue which will have an effect
on the effectiveness of the strategy
management and effect on value creation of
the organization in the end.

Certainly, the strategic plan has to be
adjusted every 6 months or every gquarter.
If the strategic plan does not meet the
goal or it becomes riskier because of the
changing situation, it needs to be revised.
Sometimes, the strategy itself has to be



revised. The risk management process of
the organization has to be considered as
well.

From the case study of Kobe Steel, the
poard has to include people from outside
to ask questions that people inside may
overlook. The society expects the role of
independent directors that they will ask
questions related to the company’s risk,
such as in the case of GM, as a lesson of
failing to manage the risk because there is
a call back of cars. If the organization has
a good risk management, there will be no
damage, fine or effect on the reputation and
financial status etc.

Therefore, the role of independent directors
is very important in risk management. In
the manual of independent directors of the
Stock Exchange of Thailand (SET), the duty
of the independent director is indicated
that he/she has to ensure that the company
has an appropriate internal control and
risk management system. Besides, the
CG Code prepared by the Securities and
Exchange Commission also presents the
role of directors in risk management.

The key issues that the board has to focus
on are as follows,

- How can the board ensure the investor
confidence that there is an effective risk
management? The recommendation is that
the directorshave to consider the information
disclosure how to explain the risk to the
shareholders and investors to understand
the risk completely and how the board
manages the risk.

- Consider the composition of the board
if the board is composed of directors with
expertises from different fields and the
composition is appropriate.

- The risk that the director might not see,
the board has to assign or allocate the risk

management to different subcommittees
pased on their expertise

- The board has to consider if they take care
of the risk in regulation compliance.

The challenge of the board in risk
management is how to know if the risk
management system really creates value
for the organization because the goal of
risk management is to make the strategy
successful. The board has to notice if the
organization has the following characteristics,

- The talk about strategy has only opportunity
but not risk.

- There is a risk but there is no analysis and
the link to show how the risk affects the
organization

- Focus on the risk that could be seen easily,
indicate the same risk every year. Thus, the
poard has to ask for new risks.

- The executives do not focus on ERM.
The executive should be asked how the
risk management is. Compare the current
practice with the international practice
recommended by COSO, analyze if there
is a different issue. If there is no risk at
organization level or strategic level, the
executives have to improve it first.

A good organization with a good
management is the organization that has
the risk management linking with strategic
planning. Both are planned simultaneously.
The risk management should be a priority
from the upper level first, and then it could
create a culture of risk awareness through-

out the organization.
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