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Escalating Expectations: Regulators 

CSA Expectations: Canadian Public Companies 
 

Material risks are required to be disclosed in regulatory filings such as an AIF or a prospectus. The 
way in which an issuer manages those risks may vary between industries and even between issuers 
within an industry according to their particular circumstances. It is important for investors to 
understand how issuers manage those risks.  

 

Disclosure regarding oversight and management of risks should indicate: 

Å the boardôs responsibility for oversight and management of risks, and 

Å any board and management-level committee to which responsibility for oversight and 
management of risks has been delegated. 

 

 The disclosure should provide insight into: 

Å the development and periodic review of the issuerôs risk profile 

Å the integration of risk oversight and management into the issuerôs strategic plan 

Å the identification of significant elements of risk management, including policies and procedures to 
manage risk, and 

Å the boardôs assessment of the effectiveness of risk management policies and procedures, where 
applicable. 

 
Source: CSA STAFF NOTICE 58-306 2010 CORPORATE GOVERNANCE DISCLOSURE COMPLIANCE REVIEW 

December 2, 2010, page24 http://bit.ly/ezvf3O 

 

 

http://bit.ly/ezvf3O
http://bit.ly/ezvf3O


Escalating Expectations: Regulators 

FROM THE SEC February 20, 2013: 
 

Item 407(h) also requires companies to describe the role of the board of 
directors in the oversight of risk. Recently, the U.S. Government Accountability 
Office found that economic output losses from the 2007-2009 financial crisis 
could exceed $13 trillion.16 Given the magnitude of that crisis, which continues 
to be felt, it would be difficult to overemphasize the importance that investors 
place on questions of risk management. Has the board set limits on the 
amounts and types of risk that the company may incur? How often does the 
board review the companyôs risk management policies? Do risk managers have 
direct access to the board? What specific skills or experience in managing risk 
do board members have? Issuers that offer boilerplate in lieu of a thoughtful 
analysis of questions such as these have not fully complied with our proxy rules 
and are missing an important opportunity to engage 

 

 
Source: SEC Commissioner Speech Louis Aguilar, February 20, 2013 
http://www.sec.gov/news/speech/2013/spch022013laa.htm 

http://www.sec.gov/news/press/2009/report102109.pdf
http://www.sec.gov/news/speech/2013/spch022013laa.htm


Escalating Expectations: Regulators 

Financial Stability Board (ñFSBò) November 2013: 

4.1 The board of directors should: 

 a)  approve the financial institutionôs RAF, developed in collaboration with the CEO, CRO  

  and CFO, and ensure it remains consistent with the institutionôs short-and-long-term strategy,  

  business and capital plans, risk category as well as compensation programs; 

 b) hold the CEO and other senior management accountable for the integrity of the RAF, including the 

  timely identification, management and escalation of breaches in risk limits and of material risk  

  exposures; 

 c) ensure that annual business plans are in line with the approved risk appetite and    

  incentives/disincentives are included in the compensation programmes to facilitate adherence to  

  risk appetite; 

 d)  include the assessment of risk appetite in their strategic discussions including decisions  

  regarding mergers, acquisitions, and growth in business lines or products; 

 e)   regularly review and monitor the actual risk profile and risk limits against the agreed levels 

  (e.g. by business line, legal entity, product, risk category), including qualitative measures  

  of conduct risk; 

 f)   discuss and monitor to ensure appropriate action is taken regarding ñbreachesò in risk  

  limits; 

 g)  question senior management regarding activities outside the board-approved risk appetite  

  statement, if any; 

 h)  obtain an independent assessment (through internal assessors, third parties or both) of the  

  design and effectiveness of the RAF and its alignment with supervisory expectations. 

        



Escalating Expectations: Regulators 

Financial Stability Board (ñFSBò) November 2013: 

4.6 Internal audit (or other independent assessor) should13: 

 a)  routinely include assessments of the RAF on an institution-wide basis as well as on an  

  individual business line and legal entity basis; 

 b) identify whether breaches in risk limits are being appropriately identified, escalated and  

  reported, and report on the implementation of the RAF to the board and senior  

  management as appropriate; 

 c) independently assess periodically the design and effectiveness of the RAF and its  

  alignment with supervisory expectations; 

 d) assess the effectiveness of the implementation of the RAF, including linkage to  

  organisational culture, we well as strategic and business planning, compensation, and 

  decision-making processes; 

 e) assess the design and effectiveness of risk management techniques and MIS used to 

  monitor the institutionôs risk profile in relation to its risk appetite; 

 f) report any material deficiencies in the RAF and on alignment (or otherwise) of risk 

  appetite and risk profile with risk culture to the board and senior management in a timely 

  manner; and  

 g) evaluate the need to supplement its own independent assessment with expertise from 

  third parties to provide a comprehensive independent view of the effectiveness of the 

  RAF. 



Escalating Expectations: Regulators 

Board responsibilities per FRC UK Sept 2014 Code 

 

Boards are responsible for:  

Å determining the extent to which the company is willing to take 
on risk (its ñrisk appetiteò); 

Å ensuring that an appropriate ñrisk cultureò has been instilled 
throughout the organization; 

Åidentifying and evaluating the principal risks to the companyôs 
business model and the achievement of its strategic 
objectives, including risks that could threaten its solvency or 
liquidity; 

Å agreeing how these risks should be controlled, managed, or 
mitigated; 



Escalating Expectations: Regulators 
Board responsibilities per FRC UK Sept 2014 Code.  

 

Boards are responsible for (continued): 

 

Å ensuring an appropriate risk management and internal control 
system is in place, including a reward system; 

Å reviewing the risk management and internal control systems 
and satisfying itself that they are functioning effectively and 
that corrective action is being taken where necessary; and 

Å taking responsibility for external communication on risk 
management and internal control. 

 
 

Source: https://frc.org.uk/Our-Work/Publications/FRC-Board/Consultation-Paper-Risk-Management,-Internal-
Contr.aspx)  
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Escalating Expectations: Credit Agencies 



Escalating Expectations: Credit Agencies 

{ϧtΥ  άWe believe that successful risk culture 

begins with fostering open dialogue where every 

employee in the organization has some level of 

ownership of the organization's risks, can readily 

identify the broader impacts of local decisions, and 

is rewarded for identifying outsize risks to senior 

levels. In such cultures, strategic decision-making 

routinely includes a review of relevant risks and 

alternative strategies rather than a simple return-

on-investment analysis.ò (page 4) 



Escalating Expectations: Institutional 

Investors 



Escalating Expectations: Institutional 

Investors 



Escalating Expectations: Public Sector 



Escalating Expectations: Public Sector 

ñThe Secretariat also monitors and assesses departmental and 
agency performance on risk management through such means 
as the Management Accountability Framework, and reviews of 
internal and external audits.  These assessments may be used 
to inform discussions between the Secretary of the Treasury 
Board and Deputy Heads. 

Evidence that a federal department or agency has effective risk 
management practices in place may lead to Treasury Board and 
Secretariat oversight being adjusted to an organization's 
capacity for managing risk, where circumstances permit. 
Conversely, ineffective risk management may lead to additional 
controls and oversight.  Where necessary, the Secretariat may 
encourage deputy heads to undertake appropriate remedial 
measures in support of their responsibilities for the monitoring of 
risk management within their organization.ò 
 
(http://www.tbs-sct.gc.ca/pol/doc-eng.aspx?id=19422) 

 

 

http://www.tbs-sct.gc.ca/pol/doc-eng.aspx?id=19422
http://www.tbs-sct.gc.ca/pol/doc-eng.aspx?id=19422
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Escalating Expectations: Director 

Associations 



Escalating Expectations: IA Customers 
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Escalating Expectations: IA Customers 



Escalating Expectations: IA Customers 



Escalating Expectations: IA Customers 

Similarly, PwC survey results ï which reflect the opinions of more than 1,900 CAEs,  

internal audit managers, senior management, and board members ï indicate  

significant dissatisfaction with internal audit value and performance. Taking  

into account the respondents who did not know whether internal auditing adds  

significant value to the organization, the survey results show that 50 percent of senior  

management and 28 percent of board members believe internal auditing adds  

less than significant value to their organization.  Furthermore, only 49 percent of  

senior management and 64 percent of board members believe internal auditing is 

performing well at delivering on expectation (Figure 4). Also noteworthy, the belief  

among board members that internal audit adds significant value has dropped 10  

points from last year.  Evident from these findings, an expectation gap exists between  

stakeholders and the internal audit activity. 

 6  THE INSTITUTE OF INTERNAL AUDITORS 


