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The New York Stock Exchange’s Corporate Governance Standards provide that the audit committee

shall “discuss policies with respect to risk assessment and risk management.” (See Rule

303A.07(b)(iii)(D).) The somewhat ambiguous commentary to this rule seems to require the audit

committee to exercise general oversight over a company’s risk management. Noting that it is

management’s job to assess and manage a company’s exposure to risk, the commentary provides

that “the audit committee must discuss guidelines and policies to govern the process by which this

is handled.” While stating that companies can manage and assess risk through “mechanisms

other than audit committee,” the NYSE also says that the processes “should be reviewed in a

general manner by the audit committee.” In light of the increasing focus in recent years on risk

management, including by the SEC in new disclosure rules and guidance, many audit committee

members and others have questioned whether the audit committee is the best location for the risk

oversight function, particularly for risks other than those related to financial reporting.

Recently, the Committee on Financial Reporting of the New York City Bar submitted a letter to the

NYSE urging the Exchange to consider whether the rule reflects an optimum approach to risk

management in the current environment. The Committee recommended that while audit

committees should retain responsibility for risks associated with financial reporting, it should not be

required to assume broader risk management oversight responsibility. It suggested that the

responsibility for oversight of risk assessment and risk management be placed at the board level.

The board would have the ability to delegate aspects of risk management to the audit committee or

other committees as the board deems appropriate.

Wilmer Cutler Pickering Hale and Dorr LLP is a Delaware limited liability partnership. WilmerHale principal law offices: 60 State Street, Boston, Massachusetts 02109, +1 617 526 6000; 2100 Pennsylvania Avenue, NW,
Washington, DC 20037, +1 202 663 6000. Our United Kingdom office is operated under a separate Delaware limited liability partnership of solicitors and registered foreign lawyers authorized and regulated by the Solicitors
Regulation Authority (SRA No. 287488). Our professional rules can be found at www.sra.org.uk/solicitors/code-of-conduct.page. A list of partners and their professional qualifications is available for inspection at our UK office. In
Beijing, we are registered to operate as a Foreign Law Firm Representative Office. This material is for general informational purposes only and does not represent our advice as to any particular set of facts; nor does it represent
any undertaking to keep recipients advised of all legal developments. Prior results do not guarantee a similar outcome. © 2004-2024 Wilmer Cutler Pickering Hale and Dorr LLP

https://www.wilmerhale.com/en/
http://nysemanual.nyse.com/LCMTools/PlatformViewer.asp?selectednode=chp_1_4&manual=%2Flcm%2Fsections%2Flcm-sections%2F
http://www2.nycbar.org/pdf/report/uploads/20072409-NYSEListedCompanyRules.pdf

