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Compliance	Testing	refers	to	a	point	in	time	review	of	business	processes	aimed	at	
identifying	key	risks	within	a	particular	subject	area	and	opining	on	the	control	
design	and	effectiveness	in	place	to	mitigate	the	risk.		

Compliance	Monitoring/Surveillance	refers	to	a	periodic	or	continuous	
observation	of	processes	to	identify	control	deficiencies.	It	doesn’t	include	control	
testing.

Objectives	of	Compliance	Testing	include:
• Identification	of	key	risks	and	validation	of	associated	control	design	and	effectiveness
• Identification	of	non-compliant	 processes	or	practices
• Development	of	remediation	plans	to	address	non-compliance	with	requirements
• Standardization	of	 testing	methodology	 including	 sample	sizes,	reporting,	 and	ratings
• Trend	analysis,	including	 root	cause,	to	identify	 systemic	issues
• Reporting	of	Compliance	test	results	to	management	and	other	 relevant	stakeholders
• Interlinking	of	applicable	laws	&	regulations,	 risk	assessments,	policies	and	training

3

Compliance	Testing	Program	Objectives
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The governance	structure	for	a	Compliance	Testing	Program	should	include:
• Program	ownership	
• Staffing	 resources
• Senior	management	oversight
• Coordination	with	other	control	 functions
• Formalization	and	approval	of	the	program	

Key	characteristics	of	an	effective	program	include:
• Centralized	oversight
• Standardized	methodology	 and	documentation:

• Global	data	repository	system
• Linkage	to	laws	and	regulations,	 risk	assessments,	policies	and	training
• Coordination	of,	and	reliance	upon,	 testing	reviews	performed	 by	other	control	

functions
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Governance	Structure	Components

§ Annual	schedule § Reporting

§ Sampling	methodology § Tracking	of	remediation

§ Work	papers § Quality	Assurance
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Compliance	Assurance	Global	Leader

GE	Capital

Testing	Scope	&	Staffing	Model
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Determining	what	to	test:

ü Risk-based	approach
ü Cornerstone	=	Annual	Risk	

Assessment	(and	6	month	“refresh”)	
ü Other	considerations	include	

discussions	with	business,	Internal	
Audit	findings,	regulatory	landscape,	
changes	to	business,	date	of	last	
testing,	etc.
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Testing	Scope

Examples	of	Key	Compliance	Risks	for	Financial	Institutions:
• Financial	Crimes	Compliance	/	AML
• Anti-Bribery	&	Anti-Corruption
• Data	Privacy	and	Protection	
• Conduct	Risk	/	Treating	Customers	Fairly	(consumer)

Risk	Assessment

Discussions	 with	
Business

Regulatory	
Landscape

Prior	
testing/Audit	

results

Time	since	last	
tested

Annual	Risk-
Based	Plan

Continuous	Feedback	Loop
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Organizational	Structure	– Centralized	View

• Center	of	Excellence	
(“COE”)	-- Centralized,	
global	 function	with	
regional	 leadership	
and	HQ	functional	
roles	(standards,	
reporting,	 quality	
assurance,	etc.)

• Testing	done	by	
Compliance	– a	
combination	of	
dedicated	Assurance	
and	part-time	testers	
(i.e.,	compliance	roles	
that	perform	some	
testing	in	smaller	
businesses) How	do	we	know	we	have	the	right	people	 in	the	right	roles?
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A	skills	 assessment	 that	focuses	 on	functional	skills,	 or	those	capabilities	for	successful	 day-to-day	job	performance	in	
Compliance	Assurance	is	a	good	way	to	determine	what	talent	you	have,	and	what	talent	to	look	 for.	
Input	can	include:	

• First	round	 stakeholder	interviews	with	leadership	 (Compliance,	 Risk,	Audit,	 Training	and	HR)
• Manager	and	tester	focus	groups	(US,	Europe,	and	Asia/ANZ)
• Second	round	 stakeholder	interviews	with	Compliance	Assurance	 leadership
• External	benchmarking	 and	Compliance	 and	Skills	 Assessment	 Specialists	

Good	testers	are	
good	compliance	

professionals	– with	
extra	skills

Skills	Assessment
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Edward	Tso
SVP,	Chief	Compliance	Officer

First	American	Title	Insurance	Company

Implementation

©2016	First	American Financial	Corporation	 and/or	 its	affiliates.	All	 rights	 reserved.	qNYSE:	FAF

First American Title Insurance Company makes no express or implied warranty respecting the information presented and assumes no responsibility for errors or omissions. First American, the eagle logo, and First American 
Title are registered trademarks or trademarks of First American Financial Corporation and/or its affiliates.

The following presentation is for informational purposes only and is not and may not be construed as legal advice. No third party entity may rely upon anything contained herein when making legal and/or other determinations 
regarding its practices, and such third party should consult with an attorney prior to embarking upon any specific course of action.
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Implementation

©2016	First	American Financial	Corporation	 and/or	 its	affiliates.	All	 rights	 reserved.	qNYSE:	FAF

Planning Testing Reporting Follow	up

•Perform	pre-work
•Conduct	 kick-off	
meeting

•Perform	&	document	
testwork

•Collaborate	with	mgmt.	
to	confirm	findings

•Conduct	 exit	meeting
•Prepare	draft	report
• Issue	final	report

• Track	&	monitor	
remediation	activities

•Report	outstanding	
remediation	items

First	American	Title	Insurance	Company	makes	no	express	or	implied	warranty	respecting	the	information	presented	and	assumes	no	
responsibility	for	errors	or	omissions.	First	American,	the	eagle	logo,	and	First	American	Title	are	registered	trademarks	 or trademarks	 of	First	
American	Financial	Corporation	and/or	its	affiliates.

The	following	presentation	is	for	informational	purposes	only	and	is	not	and	may	not	be	construed	as	legal	advice. No	third	party	entity	may	rely	
upon	anything	contained	herein	when	making	legal	and/or	other	determinations	regarding	its	practices,	and	such	third	party	should	consult	with	
an	attorney	 prior	to	embarking	upon	any	specific	course	of	action.

• Information	request	list
•Planning	memo	
including	 timeline

• Status	reports
• List	of	preliminary	
findings

•Draft	report	for	mgmt.	
response

• Final	report

•Remediation	tracking	
report
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Communicate,	Document	and	Perform	Quality	Control
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Questions?

Be sure to join the Twitter conversation: @CW_2016



@CW_2016

Thank you
We want your feedback! Use the conference app or visit the 
Registration desk.


