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Good morning Ladies and Gentlemen, 

Thank you very much for inviting me as one of your Resource Speaker in your 56th Charter Anniversary Symposium with a theme: Rural Banking: Reinventing Itself for Increased Relevance to Stakeholders.

I was tasked by President Vitto to discuss with you on ways to elevate the rural banking industry to world-class standards amidst challenges.
May I quote what Kurt Eichenwald, a contributing editor with Vanity Fair and a New York Times author of four books, said in one of his speeches about Compliance, “Compliance is not a system of rules, ethics is not a system of rules, it is the person and his decorum.” 

ABCOMP or the Association of Bank Compliance Officers, Inc. which is a formal group of compliance officers of banks operating in the Philippines, sees itself as a prime catalyst in setting the Philippine banking industry to world class standards.
Since one area of my experience is in Compliance Function let me share with you the 13 Characteristics of a Great Chief Compliance Officer from an article written by Michael Verde in August 02, 2010. 

Before that, let me mention a couple of things from BSP Circular No. 747, the Chief Compliance Officer’s Bible:

First, a bank must have a robust, dynamically-responsive and distinctly-appropriate Compliance System in place as an integral component of a bank’s internal control system.

Second, the compliance System must be designed to specifically identify and mitigate business risk which may erode the franchise value of the bank. 
To my mind, these two requirements determine the strength and stability of a Compliance System.

With that said, let me now discuss the 13 Characteristics of a Great Chief Compliance Officer

The key qualities of a superior Chief Compliance Officer are:

1. Lateral Thinking
Most compliance systems are set up to address regulatory violations head on.  It is the attenuated violation – the A that itself was permissible but which led to the B that was not – that is often the undoing of even the most careful companies. The superior CCO sees not only the B’s, but the C’s and D’s that sometime follow as well.

2. Fine Tuning
CCO’s face a daily wall of information as companies track and distribute increasing amounts of detail in new formats. Intelligently tuning to those frequencies is effective; listening to the entire spectrum just to be thorough is not.  The superior CCO dials through the static to monitor the channels containing the useful information.

3. Respectful Familiarity
CCO’s are like beat cops — trying to build trust and relationships with the residents, but knowing that their obligation to enforce the law will necessarily trump even the deepest of these relationships.  Like a beat cop, the CCO must develop a level of familiarity with the individuals in the company in order to know what is going on, but at the same time signal that enforcement of the rules prevails over personal relationships.  The superior CCO can balance familiarity and respect on a daily basis.

4. Practical Rulemaker
The CCO translates the sprawling technical code of the regulatory agency into everyday rules clear enough for even new employees to follow.  If the rules are too general, there will be gaps in detail that will be second-guessed; if they are too specific, they will be ignored as impenetrable. The superior CCO crafts rules and procedures that may not encompass every nuance and detail but will mark clearly the danger areas so employees know what they cannot do and when they need further direction.

5. Technological Savvy
Technology has multiplied the volume of information being tracked about a company’s operations, but at the same time technology has provided new tools to automatically sift through that information.  Knowledge of what to look for is only half the battle; configuring the technology to extract that data on a daily basis is just as important. The superior CCO has a strong relationship with the CIO and is constantly on the hunt for new methods of automatically mining the company’s daily output of data to identify warning signs.

6. Plugged In
Companies are made up of people, not data and systems.  A hundred hours of data analysis may not be as effective as a single phone call from an employee who wants to chat about something they find troubling.  The superior CCO maintains a network of people across the company who can both explain the daily human realities of the business, and who will hopefully call the CCO if they see something unusual in that business.

7. Gifted Translator
When problems arise, it will be up to the CCO to address them with employees, with management, with outside counsel, and with the regulatory or law enforcement agencies who become involved.  Each of those conversations may be about the same set of facts and rules, but each occurs in an entirely different language.  A superior CCO can effectively communicate with each of these groups not just by speaking their languages, but also by understanding what each of these groups sees as the focus of their conversation.

8. Flexibly Immovable
Every company needs to take some sensible risk to stay in business.  A CCO who treats every potential rules violation as a crisis will be quickly viewed as a hysteric who needs to be circumvented rather than consulted.  The superior CCO accommodates what can be accommodated while marking and fiercely protecting the territory where there can be no compromises.

9. Corporate Diplomat
While every company is unique, companies in the same industry regulated by the same agencies have much in common.  While these companies may compete for business, their CCO’s share common problems in self-policing.  The superior CCO stays in contact with the CCO’s of other companies in the industry to keep up with the new best practices.

10. Benign Skeptic
In corporations, wrongdoing is often committed by professionals with large responsibilities and commensurate salaries.  Their appearance and demeanor will not betray their activities or their intent.   Treating everyone as a suspect because it is impossible to tell from appearances who actually may be worthy of suspicion is an unacceptable, offensive and ultimately counterproductive strategy.  The superior CCO respectfully gives everyone the initial benefit of the doubt without losing focus on the objective facts that will indicate when that benefit should be withdrawn.

11. Emergency Leader
Emergencies can be difficult to recognize even when in the middle of one.  Distinguishing between the bumps of daily business and a situation that will have a more profound impact on the company is not always easy.  Even if the emergency is recognized, the inertia of the daily routine and an unwillingness to accept that something has gone very wrong will frequently blunt a full and prompt response.  The superior CCO will not only know when to pull the alarm, but will lead to insure that the right people and the right response are mobilized quickly.

12. Egalitarian Enforcer
While junior clerks can sometimes cause disproportionately sized problems for their companies, the larger problems are often caused by those with larger powers and larger responsibilities.  The CCO’s responsibility is to the company and its shareholders, not to the individuals who may be managing it at any given moment.  The superior CCO never loses sight of this fundamental obligation, even if it means investigating on Tuesday the same individuals who were giving orders on Monday.

13. Player Referee
A CCO can often be viewed as Dr. No – the person who will find a reason why some inventive new strategy cannot be implemented.  It is easier to say no than to find creative ways to get to yes.  The superior CCO gains the trust of colleagues by working as a team player to find solutions while never relinquishing the role of referee.

In summary, as should be obvious, the main quality of a superior CCO is the ability to balance between what often seem like diametrically opposed values and goals.  While this list may make it appear that the superior CCO requires a certain touch of schizophrenia, to achieve this balance the superior CCO just requires an uncommon ability to stay focused on the essential rules and values the company must enforce and not be distracted by the details and petty dramas of day to day business. It is a rare and elusive skill.

For the Chief Compliance Officers present, I have a question for you and you should answer from the bottom of your heart, “Are you teaching your people how to do the right things or are you teaching them not to get caught?”
May I take this opportunity to invite your Chief Compliance Officers to be Associate Members of the Association of Bank Compliance Officers, Inc.

You may email me at:

dfuentes@securitybank.com.ph or dtfuentes@yahoo.com
You may also email our Membership Committee chairperson, Mr. Francis M. Puzon, Chief Compliance Officer of Philippine Veterans Bank and current president of the Bankers Institute of the Philippines, at:
fmpuzon@veteransbank.com.ph
May I also invite your Chief Compliance Officer to attend the 8-day Course in Strategic Compliance in the Banking Industry, a project developed by ABCOMP and De La Salle University.

For details about this 8-day course, you may get in touch with the following:

	Name of contact Person
	Celfon Number
	e-Mail Address

	Aileen Negrillo
	+63 927 554 3863
+63 949 500 6294

+63 917 846 2813
	aileen.negrillo@dlsu.edu.ph

aileen.negrillo@yahoo.com

	Leslie Ann Medina
	+63 909 285 9288
	leslie.medina@dlsu.edu.ph

medina.leslieann@gmail.com

	Adrian V. Festejo
	+63 916 640 9082
	adrian_festejo2002@yahoo.com


Thank you very much, have a pleasant day, Mabuhay po tayong lahat.
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