GRC integration is a key enabler for business performance
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RC (GOVERNANCE, risk
and compliance) is an or-
ganisation’s integrated
approach to governance,
risk and compliance; typically en-
compasses activities such as gov-
ernance, enterprise risk manage-
ment (ERM), internal controls,
regulatory compliance and inter-
nal audit. GRC improves the align-
ment of risk activities to the strate-
gic objectives of the business.
Companies are now being forced
to align in order to close gaps and
eliminate overlaps, while focusing on
the risks that matter and create value.
The fines, penalties and settlements
face by global financial institutions
recently have remphasised the im-
portance of regulatory compliance
dimension of GRC framework.
The key trends, which are impact-

ing the bartking environment include %

macroeconomic developments,
market developments, technology
developments, cyber security inci-
dents and changes in legislation and
regulation. The global governance
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had got redefined after the crisis and

has an impact on corporate gover-
nance. The failures of Lehman &
Madoff has indicated how corporate

governance failure can contribute to

systemic risks. The financial markets
have become gambling grounds and
individual regulatory systems have
be revamped to better monitor
threats to the whole financial system.
Economies, institutions and indi-
viduals need to follow governance. It
can be called corporate governance
for institutions, and global gover-
nance for economies. Individuals are
affected by corporate governance
and global governance due to the
links with institutions and econo-
mies, respectively. The Anglo-Amer-
ican model of corporate governance
is being promoted as the global stan-
dard. However, there is no one size
fit all corporate governance ap-
proach. In the current environment,
there has been an increased focus on
GRC to ensure that how these three
functions integrate and work closely
to increase their effectiveness. GRC
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Capital markets, especially since the recent financial markets
crises, are paying closer attention to governance systems and how
organisations manage risks and demonstrate compliance. - AP

framework should be realigned to
address challenges arising from
changing market dynamics.

Risk management, remuneration
and incentive systems, board skills
and independence and shareholder
engagement are the key areas which
had been revisited after the global
financial crisis. The board should re-
view and provide guidance about the
alignment of corporate strategy with

risk appetite and the internal risk
management structure. Steps must
be taken to ensure that remuneration
is established through an explicit
governance process. Transparency
needs to be improved beyond disclo-
sure. The functions of chief execu-
tive officer and chair of the board of
directors are separated. Sharehold-
ers should be proactive. Institutional
investors should be encouraged from

acting together in individual share-
holders meeting provided that they
donot intend to obtain the control of
the company. It is crucial to ensure
that the legal group has clearly un-
derstood its role in the GRC frame-
works. Traditional GRC technology
solutions in banking environment
were aimed at providing organisa-
tions with a single issue solution, but
nowadays leading companies utilise
GRC technologies for multiple pur-
poses such as audit management,
regulatory compliance, IT gover-
nance, performance improvement
and policy management. Therefore
integration, central databases and
reusability are more important than
in the past. GRC technology offers
solutions to fully integrated gover-
nance, risk management, compli-
ance and process improvement.
The key evolving areas in board
room excellence models are integri-
ty, assistance of board committees,
board diversity and governance
framework. An effective board is
concerned about integrity inside and
outside the boardroom. Integrity at
the Board level can be measured by
evaluating key governance elements
against attributes such as skills and
knowledge, process, information

and board behaviour. Boards can
have multi-year succession plans and
Nominating committees should map
out future board retirements and de-
sign systematic approach to board
'searches. Remuneration committee
can broaden the pool of independent
directors and also invest in their
training. Basel 3 has revised the gov-
ernance framework taking into con-
sideration the key areas which re-
quired attention after crisis. Capital
markets, especially since the recent
financial markets crises, are paying
closer attention to governance sys-
‘tems and how organisations manage
risks and demonstrate compliance.
Rating agencies have expanded their
%ssessments to include more qualita-
tive factors around governance, risk
and compliance; with the belief that
better governance and management
of risk can lead to more certainty
around the achievement of business
objectives which in turn can increase
business value. On the whole GRC
integration is the key to protect busi-
ness values and promote business
performance.
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