AN plans and God bnusghs:

witneas the events of the

past four years in the fi-

nancial markels.  What

kind of attitnde to risk
woiihl e worked?

Woukd this samse seitude hive precioded
amy sucorss in (ke bocening decade before
ke sronomic crizis? Can there over b &
plan so far-reaching as to cover amy evenita
alicy? Cmly with 330 hindsight, and sadky
only the regulmiors whi compile reporis
after the event seem hlessed wiih ikis

Elack swors

Wheen comsldering the eoonomie s
ml we have (hopefully) just passed
theenigh, (ke ecomoimic effects were well be
yond the cemiral of asy individas] beard of
directors. However, it i evideni than soms
pompandes did a better job than oihers in
amtkchipating, emlifyving and marmaging
thin comseguences. DEr Ll 18 80 bearn
frorn those thad fared beiter and fhins (B
salfered ogqually

In bermes of the Mnascial services indus-
try; the global fimancial crisis (GFC) and
this adim of reducing Puture failere, there is
now @ renewed emphas ks on corporaie gov-
crnance. In particalar thers is &n empha-
#i8 om 1 akills and abilitics of boserd di-
Fsedir B0 piredict the tdingrediciable or as
SAHEE COMETTIE TN S Grodior 10 1 e | s -
ourmences ‘black swan evenis” [ESEs]

The responsa fo BSE and GFC

Ome consequence of he GPC is govern-
ments and regulaiors bave resporsded by
emphasising the onneddben between di
rectors, exncutive remuserstion and oor-
porate riskdnking And while busissss
judgment rules have nof changed, the
eourts and/or regulators are starting to
apply mew stendards, or relsierprel sxise-
ing sardands. fo inoreass Board |ability
for Flik management.

Just consider John Harris™ commenis
as reponisd In the Jersey Evenlsg Post (07
Jarary, 3125 following 1 meeding of the
Jersey Comgliance (WToers Association:

e A COMpany direcior Moes a ban
after he overrode the firm's board and fs
compllande functlon io take on & boxic
Fastorn Furquun clheml connection. ...
mmipﬂﬂﬁ Ak
memt bem:rn.ld-:'lbn-ut Tk

Bird spaotting
How (o spot & binck swan? Tals srgies
that just as we can prepare for knowm and
HMIM riaks, we ahogild also pregare for
which hive catasfrophic oonss

qm even B we dom’t Keow aEsefly
what the risk thal causes it is or s proba
biliay of cccarring

Thils ancerisiety & the hardest thing foe
beusds and management to deal with

Alchough rebmbeally & boased dobs ol
have a dufy i forecasi umpredicishls
Evrala, il b Faguliel 1S deleimice Uhal the
comgany has implessenied approprisie
mondioring syilemi, and i mast take ap
PPTDTARTE BOTEOE WML Kl Devomes 5w are of
& probbem and bellnves thal management
1% ruod propeety dealisg wich i

If the risk = unpredictable then dimec
tors are nol bn breach of (hedr dut e b -
ercise care and diligenoe but may be ac
eouslable in other ways, However, with the
indgua gt of 3030 himddn i e regalstonr
A Samewd fed rvenda, Bygpod hesbue the per-
Feci responses and podge direciors baoed
o L pese starsdsrds,

At Ehis point direciors Deed hhﬁﬂﬂ'l-ﬂ
thelr riak managemnenl sysiems are
m-jrf*hr::r“ Mm;nhl;m:rhﬂnlr

only

Al ElE poled we cas again consider what
Johe Hereis has oo sy

. “it is el “rare” fo find the board of
& Mrm taking full ownemhip ol legal obll
gatlons imposed under fhe mnb momey
LaEhderihg csantering berrorism fianc
ing legislnrion.’

e fiarther added ihat:

o T Bl Bfsptind & well-arrheulated
AML/CFT risk appetiie approach and a
sapOrtieg sLFRle gy’

Epod the skinmy dippars

Businesa magnei Warren Huolled (s
mizkly sabd that when the tkde poes oud,
you “disrerrer who's been swisyming nalosd”
bl vonee cam by & smorioe] and mask

Therefore, direors mius] R o Fegu-
latory complanoe and risk Eanagemsen
Eysems Bn (helr company In reviewing
ik msnEgeEen, & hosrd showld kbentify
thir most 1ikely sosirom of material fiture

Tales of the

unexpected?

Mathew
Beale,

managing ﬂ -

director of
Comsure
Compliance
Limited,
assesses the
degree

to which
directors
need to

be able to
predict

the future

thuat nhery |rmgeie on | Brseived

Comganies which succesd - over
the longer term - have & winning,
prodess bomad culture s which legal,
Brasiness and priori-
thes are incorporabed (sl EveTy
Braskness process: i ofher words, a
cublire of aom@llanc Al lde
beasiness priorities

Comeans top ten

Againal the =allers discasiod,
Basards ard chelr employees rend tn
enaure they are consistently o
mirber] and chocked on (Bl pie
for mance agalnst the following key
[T LI

# [dentifying amd nssssaing risis

& Knowing the pumbsri

& Hiaks are ieiermelanesd

® Continaally rakieising riske

®  Committing adequabe -
I

® Beviewing the comi ol raak mik-
gwliom

# Hedlucing rapoiurn

& Assessing the risk/meturn
rakin'

& Meonisorng for quasriam shilfs
I riik levels

@ Creating & plak waars cliar:

Muthiw Banke: Alkough technically o Board doas not bove » dety 1o lescasd unpredicisbls svents. it

required to determiss that ke company has implemented speropriste monitoing systems pnd 1 mast takor

approprate sciion when It becomas meare of @ problam’




