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ABSTRACT

With the globalization and liberalization of financial, financial derivative
instruments developed rapidly in international financial market, the initial purpose of
financial derivative instruments was in order to avoid market risk, help people hedge
and get huge wealth. Everything has two sides, financial derivative instruments are
full of risk. When they are misused, the enterprises will suffer great losses. Many
incidents caused by the failure of the internal control of financial derivatives
instruments. So many serious events that make people begin to reconsider the role of
financial derivative instruments, meanwhile, internal control of that faces new
challenges. China has also gradually issued a number of the internal control standards
of financial derivative instruments in order to guide enterprises to establish and
improve internal control of that, so as to effectively prevent and control the risks.

The paper includes five parts, the research methods are used mainly in the thesis
and case studies is included in the thesis too.

Chapterl: Introduction, this chapter described the background of selecting topic,
introduced the purpose and significance of study, and structural arrangements.

Chapter2: Literature Review, review the relevant literatures of risk management
and internal control of financial derivative instruments at home and abroad.

Chapter3: Overview, uses the method of interpretation to introduce the basic
theory of the financial derivative instruments and internal control.

Chapter4: Case study, select the cases of Frances Societe Generale bank and
Citic Pacific Ltd, use the COSO-ERM framework to depth analysis the risks of
fraudulence caused by internal control.

Chapter5S: Suggestions, analyzed the internal control of financial derivative
instruments domestic status, discussed improvements of the internal control of

financial derivative instruments mechanism.

Keyword: Financial Derivative Instruments; Internal Control; COSO-ERM
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