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Background
The concept that a company’s board of directors has oversight of
enterprise risk management is not new. However, with the advent
of enhanced regulations and required disclosures for public
companies, the board’s role in such function has received
enhanced scrutiny. As a result of the enhanced scrutiny, boards
need to be active in understanding and defining a company’s risk
profile and appetite and ensure that it matches its corporate
strategy. Additionally, boards need to be directly involved with
management of risk by designating specific individuals or
committees as responsible for risk, as well nurturing a corporate
culture that matches its desired risk profile. The era of deferring
such matters to management, or ignoring them outright, is now
over, as key stakeholders view enterprise risk management as an
essential board function.
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Best Practices
■ Work with management to develop mutual
understanding of company risk philosophy and
appetite for risk
■ Reach out to key stakeholders to see if the
company’s view of risk matches such stakeholders
■ Assign specific individuals or committees as being
responsible for risk
■ Align risk management with corporate strategy
■ Have the board directly involved with nurturing a
corporate culture that matches its appetite for risk,
compensation is a key driver
■ Develop and implement processes to ensure the
board has insight (and oversight) of ongoing risks

©2011 Foley & Lardner LLP

2

