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A Study on the Risk Management Mechanism in Banks'
Corporate Governance in Accordance with the Unique
Features of Banking Institutions

-- A Critical Analysis on the Present Laws and Regulations in Taiwan
Chang, Kuan-Chun
Abstract

The malfunction of the risk management mechanism in financial institutions
has been recognized by various researches including the Financial Crisis Inquiry
Report issued by the U.S. Government as one of the primary causes of the 2007
to 2008 financial crisis. Such collapse of the risk management function incurred
both from the level of the board of directors as well as the managerial one. As
to the former, the board members' in sufficient knowledge with regard to risk
management resulted in their incapability to establish and oversee the risk
management policy and procedure. The later, on the other hand, failed to adopt
effective measure to identify, assess and report risks, or even neglect them so
that risks accumulated and exacerbated but had never been taken care. Owing
to the apparent fragility of the risk management function in banks' corporate
governance system, the Principles for Enhancing Corporate Governance issued
by the Basel Committee, the Walker Report issued inU.K and Regulation YY
promulgated by the U.S.Board of the Federal Reserve System all addressed this
issue. This article attempts to study the contexts of these three documents while
conduct critical analyses on current laws and regulations providing for the banks'
risk management system in Taiwan.





