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1. Transforming a lawyer into a compliance officer

Lawyer’s “default” skill set
1. Ability to monitor, analyze,
understand and interpret legal
frameworks and jurisprudence
2. Enhanced drafting skills that are
required for reporting both to
judicial and supervisory
authorities as well as to
Management
3. Communication and cooperation
with supervisory and state
authorities, a core Compliance
task, are within lawyer’s “comfort
zone”

Additional compliance
officer’s necessary skills
1. Understanding the firm’s
business
2. Familiarity with the main
systems used within the firm
3. Ability to apply risk-based
approaches and tools
(compliance risk)

Lawyer with a
full
compliance
skill set

4. Ability to translate regulatory
requirements and supervisory
expectations into sustainable
business actions
5. Advanced communication skills

Lawyers can make excellent compliance officers. Legal skills can come in handy
for a lawyer in transition to a compliance position.
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2. Key steps in compliance assessment framework

The risk analysis will result in a
calculated level of residual risk and
will contain recommended
corrective action(s) to reduce
unacceptable residual risk to an
acceptable level

New
regulation
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Achieving
Compliance
Excellence

Compliance review: assessment of businesses and other functions’
adherence to the firm’s compliance risk appetite through the
development of risk-based Compliance Monitoring and Testing plans
Compliance risk assessment: performance of compliance risk assessment provides a
detailed analysis of the level of compliance risk inherent to a new regulation, including
the effectiveness of the compliance risk control methods used to measure, monitor and
control all identified risk(s)
Gap assessment and compliance actions: identification of gaps between new provisions and the firm’s
current arrangements (gap analysis), development of an action plan for gap remediation, and
implementation of compliance actions (P&Ps, contracts, controls, training, IT)

Impact assessment: assessment of its impact on the firm’s functions/business units
Legal assessment: contextual and teleological interpretation of the new act, analysis of the supervisory expectations in relation to it
and relationship to other legislations
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3. Compliance assessment methodology & tools
Compliance Residual Risk

Compliance officer’s toolkit
§ Obligations register
§ Compliance risk inventory tool
§ Compliance monitoring methodology
and plan

Controls Mapping

Compliance Inherent Risk
Assessment

Obligations Register
• An understanding of the
Bank’s compliance laws,
rules and standards
• There should be a register
that is available bank wide
and contains information,
such as:
o Regulation name
o Impacted functions
o Controls in place
o Links to policies &
procedures that support
compliance

• “Compliance Risk” is defined
as the risk of legal or
regulatory sanctions,
material financial loss, or
loss to reputation a bank
may suffer as a result of its
failure to comply with laws,
regulations, rules, related
self-regulatory organization
standards, and codes of
conduct applicable to
banking activities (together,
“compliance laws, rules and
standards”)

• Determination of the extent
to which the Bank’s existing
risk-mitigation activities (for
example, testing and
monitoring or employee
training programs) are able
to reduce risk
• Effective risk mitigation
activities may reduce the
likelihood of the risk event
occurring, as well as the
potential severity of impact
to the organization

• When the Bank evaluates
inherent risk in light of its
existing control environment
and activities, the degree of
risk that results is known as
the “residual risk”
• The “Compliance Residual
Risk” is the amount of risk or
danger associated with an
action or event remaining
after natural or inherent
risks have been reduced by
risk controls

• “Inherent Compliance Risk”
is the risk related to the
nature of an activity in the
absence of any control and is
measured in terms of impact
and likelihood
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Comprehensive
compliance

4. The evolution of Compliance

Financial institutions’
strategic direction

Holistic
Fully integrated compliance:

Compliance
integration

Strategic
Embedded compliance:
§

Operational
§

Local aﬃliates input to
global process design

§

Advanced training
programs

Transactional compliance:

Passive
Superﬁcial compliance:

Reactive

Lack of
compliance focus

Defensive compliance:
§

Remediation focused

§

Limited resource

§

Prescriptive process

§

Inadequate ownership

§

Minimal training

§

Enforcement culture

§

Fragmented resources

§

Misalignment of local
and global objectives

§

Compliance consulted at
end of decision

§

Simplistic training

§

Fragmented resources

§

Remediation distracts from
proactive approach

§

Entity’s global oﬃce
provides adequate process
for compliance

Evolving

Emerging

Compliance technology
enhances daily business
activities

§

Partnership across all
business boundaries

§

Compliance incentives
complementing business
incentives

§

Culture measured and
recognized as a compliance risk
factor

§

Compliance is at forefront of
business decisions

Mature

Empowerment of compliance
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5. Holistic (integrated) Compliance: the compliance officer of the future
Ability to drive efficiencies and evolve
within the organization

The traditional banking model is under pressure, revenues aren’t
growing and banks are changing their organizational structures.
The successful compliance officer will need to take an innovative
approach to address how the Compliance function delivers
efficiencies on a continual basis

§ Lawyers and compliance officers have to be
viewed by the business as effective problem
solvers, and not viewed as a “Dr. No”, someone
who routinely tells the business they cannot
proceed with a proposed course of action
§ Lawyers and compliance officers depend on their
relationships with business clients, and a
compliance officer cannot succeed without the
trust of business colleagues

Ability to strategically advise business
As Compliance matures, the skillset of staff within the
function will need to move beyond being able to
interpret the law into a set of policies for the
organization. The Compliance function will
increasingly require those who have the skills to
effectively communicate, persuade and connect with
employees, and work cross functionally to embed the
Compliance function’s vision, strategy and principles
into the organization’s culture and day to day
operations
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Ability to embrace technology
Compliance function will make more efficient use of technology
and data analytics to perform real time monitoring and pre-empt
compliance issues. The new breed of compliance officers will need
to understand the strategic opportunities and threats
technology and digitalization brings

§ Technology tools can identify new regulatory
changes and trigger business processes to ensure
compliance across the company
§ Such tools are able to provide the latest changes in
regulatory compliance, include workflows to
implement regulatory changes, align internal
policies to correspond with any changes in
compliance, monitor the implementation of new
changes across the company, perform audits and
tests for various types of regulations, and identify
non-compliance and suggest corrective actions

Ability to deliver ethical leadership
Regulators have made it clear that
companies need to move away from
determining what is allowed (“Is this
permitted in the regulations?”) and rather
focus more on whether or not an action
should be taken (“Is this something that
we should do?”). Compliance’s role in
consistent application of ‘should we’
versus ‘could we’ in business decisions is
critical
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