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Abstract

Everybody must still remember the collapse of both Enron and Lehman Brothers.
There are alot of differences of these two cases when we compare them, but they had
one common key point, which is the default of internal control. In fact, there were lots
of cases like Enron or Lehman Brothersin China. Such as the defeat of Zheng Baiwen,
Changhong's huge bad debts of accounts receivables and Sanlu milk powder incident
etc. People feel it is incapable of companies to handle the risk after these
heartbreaking cases. Actually, we can analyze these cases from the perspective of
internal control at least. If there were one more chance, those giants could re-examine
their own internal control and integrate risk management into internal control system
and process, it may be different.

In respect that the system of integration of financial risk management and
internal control has not been established, this thesis uses case study method to analyze
F Company’s overal integration of financial risk management and internal control
and the integration of financial risk management and internal control in three main
activities—cash flow management, bad debts of accounts receivables management
and inventory impairment management. Based on the integration method proposed in
part 3, this paper gives some suggestion on how to improve the weak points in order
to polish up its financial risk management.

The contributions of this study are as follows: (1) from the point of view of
related theory of risk management and internal control and based on the real cases, it
studies the integration of financial risk management and interna control, especially
the risk management organization structure, improving the internal control of
financial risk management, integrating risk into business flows and financia risk
warning system; (2) it comes up a specific method on how to realize the integration of
financia risk management and internal control on the base of the COSO Integrated
Framework and Outlines of financial risk management, and this method is suitable for
general business; (3) it analyzes the overall integration of financia risk management
and internal control, the integration of internal control and specific business risks,
such as cash flow risk, risk of bad debts of accounts receivables and inventory
impairment risk, and it gives some suggestion on how to improve the weak points in
order to improve its financial risk management.

Key Words:. Financial Risk Management; Internal Control; Integration
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