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Abstract

Internal control deficiencies are common in related party transactions(RPTs), but
using internal control to control and manage the risks associated with RPTs is an
effective way to encourage the healthy growth of businesses. As a result, it is an
unavoidable and critical task for businesses to ameliorate internal control of RPTs,
and using the risk management framework to re-examine and improve it is more
comprehensive and systemic. Therefore, this article will use ERM 2017 as a
theoretical foundation to examine the internal control problems of the case company's
RPTs in depth.

As an example, this article uses company G, which has a complicated
relationship with related parties and a high frequency and amount of RPTs. The
auditing agency then released it based on Company G's control of RPTs. The study's
time node in 2019 is the year of the negative internal control opinion. Introduce G
company's basic situation and detail RPTs that are in violation of laws, and then
classify and count the RPTs that occurred in G company that year according to the
nature of the transactions, and summarize the primary manifestations of related
transactions of various natures. Then, using ERM 2017, combed the internal control
circuit for RPTs and further investigated the violations, it was discovered that G
company’s organizational structure was defective, the board of trustees lacks effective
risk management procedures, and strategic changes depend too heavily on related
parties. Overestimating the enterprise's risk tolerance and other problems prompted
optimization recommendations from five different perspectives: governance and
culture, strategy and goal formulation, execution, review and revision, information,
communication, and reporting.

This article primarily performs a multi-level analysis of G company's illegal
linked transactions and the control issues involved from the five levels covered by
ERM 2017, and then makes special optimization suggestions for different levels of

issues based on this analysis. With the hope that G corporation can increase internal
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control, enhance risk management achievement, and implement the enterprise's

superior and healthy expansion.

Keywords: ERM 2017; Internal control; Related party transactions
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