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Top 5 Global Strategic Risks
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Executives continue to prioritize
reputation risk

...of the executives we
| surveyed rate

! reputation risk as

! more important or

| much more important
| than other strategic

. risks their companies
| are facing

; executlves say

| their companies

! are explicitly

| focusing on

| managing :
| reputation risk |

Third-party / Extended
enterprise issues

Competitive attacks

Regulatory Compliance

Employee Misconduct

Executive Misconduct

Source: Deloitte Global Survey on Reputation Risk
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Risk is among top challenges facing every business and that directors cannot overlook. As risk
can always happen, directors need to be equipped with knowledge and understanding that

enable them to identify business risk, rating acceptable risk levels and governance. It's important

that risk management must be effectively and efficiently undertaken, so that good governance can

be prioritized and put into practice.

From IOD viewpoint, chairman of the board, as the company’s leader, has a crucial role in
effectively putting strategic risk management into practice. Enabling directors to discuss and
exchanging their views and understanding towards strategic risk management is crucial. Hence a
Chairman Forum on a topic “The Role of Chairman in Leading Strategic Risk Oversight” was orga-

nized on 18 May 2017.

Prior to the discussion, Dr. Jason Yap, Regional Managing Partner SEA Enterprise Risk Services
and Innovation Leader at Deloitte Touche Tohmatsu Jaiyos Co.,Ltd., shared his insights. Based
on the topic “Global Strategic Risk in Transformation Age”, key details are as follows:
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1. Strategic risk directors should prioritise
Following a survey by Deloitte Global Survey
on Reputation Risk, top five global strategic
risks are

1. Regulatory Compliance

2. Employee Misconduct

3. Executive Misconduct

4. Third-party/ Extended Enterprise Issue

5. Competitive Attacks

2. Difference in roles between board of chairman
and board of directors in strategic risk
management

Board of directors share responsibilities in
business investment plan and management,
identifying strategy, human and financial
resources recruitment as well as executive
performance evaluation. Meanwhile, board of
chairman takes a role in leading, supporting
and promoting. Amongthe examples areleading
board of directors in strategic risk management,
setting meeting agenda on strategic risks,
supporting organizational culture that is open to
discussion about risk, effectively communicating
with shareholders and ensuring all directors
that information relating to strategic risks is
correct, precise and up to date.

3. Organizational culture and acceptable risks
by board of chairman

According to Dr. Jason Yap, six principles of
good leaders in inventing organizational culture
are 1) understanding organizational culture 2)
strong desire to learn different opinions and
experiences 3) capable of thinking and learning
organizational culture 4) having a good team
with diverse thoughts 5) willing to take action 6)
daring accept probable risk that may occur in
the future.

For panel discussion on the topic “The Role of
Chairman in Leading Strategic Risk Oversight”,
speakers included Mr. Naris Chalyasoot, chairman
of Banpu Power Public Company Limited;
Prakit Pradipasen, chairman of the Erawan
Group Public Company Limited; and Jakkamon
Phasukkhawanitch, chairman of CIMB Thai
Bank Public Company Limited. Dr. Tanai
Charinsarn, IOD chartered director, hosted the
panel and shared experiences and insights
during the session as follows:

1.Experienceasboard of chairmaninpromoting
board of directors’ roles to lead strategic risk
management and board of chairman’s role to



manage strategic risks and invent risk-oriented
organizational culture

Mr. Naris Chaiyasoot shared his experience as
chairman of the board overseeing risk management
that risk has to be incorporated into a company’s
strategic plan at the beginning. Risk impact
needed to be assessed and ranked. It is crucial
to regularly monitor and assess if the company’s
strategic plan is practical. These roles and
responsibilities are not only of audit committee,
but also of all directors particularly chairman
as the middleman between shareholders and
board of directors. Chairman should oversee
and support “Risk Appetite” identification.
Banpu gives priority to this issue and put into
practice “Banpu Spirit” focusing on innovation,
integrity, care and synergy as organizational
culture.

Mr. Prakit Pradipasen, chairman, the Erawan Group
Public Company Limited, shared his view on how
to engage directors to plan risk management.
The thing is risk issue is mostly discussed only
in the academic perspective and that it may
be difficult to grab academic information to
adapt and put into practice. He proposed those
taking care of organizational risk to come up
with a plan that directors can easily access.
Enabling the board to understand how company
will be affected and how each director should
deal with different scenarios are some examples.

One of the Erawan Group’s successful risk
management plans is “risk management plan
in case of political rally”. Although the rally
was over, Erawan executives still revised risk
management plan twice over the past year. As
a result, the company’s risk management plan
is efficient and updated, thanks to a proactive
role of the board in risk management planning.

Mr. Chakramon Phasukavanich, chairman of CIMB
Thai Bank Public Company Limited, viewed risk
as uncertainty that needed to be analyzed and
resilient. Everyone in the organization should
participate into operational risk process whereas
board of directors and executives are more
responsible to strategic risk which external
factor is more involved.

2. Questions that managing department
should take into account in a bid to effectively
implement strategic risk management

During each board meeting, Mr. Naris Chaiyasoot
said he would prioritize the agenda on monthly

situation report, financial risk management,
debt, asset, liquidity ratio. He also suggested
that every company should come up with Key
Risk Indicator based on evaluation of former
information and advice from external experts.
Risks must be identified and prioritized. The
board should keep asking questions i.e how
often should risk be revised? Who owns the
risk? Who takes responsibility in the risk? How
to handle over-the-edge risk crisis? What kind
of risk that needs special skills to handle? Will
the company’s strategy be outdated as the
global situation changes? What will be the risk
affecting the business if the existing model
doesn’t work?

Mr. Prakit Pradipasen saw every agenda during
board meeting as risk. However each agenda
needs to be considered differently. Mr. Prakit
said HMK King Bhumibol’s Sufficiency
Economy Philosophy is crucial for the business.
As a hotel business, if the board has a
consensus to construct a new hotel construction
during a meeting, directors should look at a
project’s next step of environmental and social
impact assessment and identify to what extent
the company is immunized if the project failed.
These are a few questions that managing
department should be able to answer.

Mr. Chakramon Phasukavanich, chairman of CIMB
Thai Bank Public Company Limited, said
knowledge and imagination must go together.
From his the banking perspective, audit and
compliance team will help on operational risk
and provide support on strategic risk planning.
New strategies should also be discussed to
prepare for any possible risk which could
happen in the future.

3. Please identify top three strategic risks
from the board of chairman perspective plus
management offer

Political situation, economic and new innovation
are top three strategic risks in Thailand’s
business sector following Mr.Naris’ viewpoint.
Meanwhile Mr.Prakit cited financial investment
due to oversupply, maintaining executive loyalty
and risks due to accidents and political
situation top three strategic risk. Mr.Chakramon,
on the other hand, viewed regulatory compliance,
digitalization and reputation risk as top three
strategic risks.

Dr. Tanai wrapped up the session with a survey

among directors attending the forum as follows:

1. Top three roles that board of chairman view

as important for promoting effective strategic

risk management are:

No.1 Leading board of directors to effectively
identify strategic risks.

No.2 Promoting strategic risk-prioritized
organizational culture.

No.3 Setting direction for board of directors’
meeting to include administration,
monitoring and report in the agenda.

2. Top three challenges facing strategic risk
management in board of chairman’s viewpoint
are:

No.1 Lacking knowledge and understanding
on strategic risk management.

No.2 The board has not yet identified strategic
risk management process and its
effectiveness.

No.3 The board receives insufficient information
to effectively make a decision on strategic
risk management .

3. Top three most important strategic risks

No.1 Innovation, Information and Communications
Technology

No.2 Changing business atmosphere

No.3 Regulatory compliance
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