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“Congratulations on another excellent 
conference. Your work is making a really 
big contribution to the industry”

DaRREn JaRvis, Managing DiREctoR, global HEaD of businEss contRols anD 
suPERvision, MaRkEts Division, citigRouP
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Only five months after the debut 1LoD conference was 
held in London, some 175 risk control professionals 
representing 56 different organisations from across 
North America gathered at the Pierre Hotel in midtown 
Manhattan on April 17 for the inaugural 1LoD New York 
conference.

They enjoyed a busy schedule of 22 different sessions 
incorporating keynote addresses, panel discussions, 
simulated boardroom discussions and roundtables, 
dealing with a wide range of topics pertaining to 
the nascent three lines of defence model for the 
management of non-financial risks. In all, there were 39 
speakers emanating from all different sides of the risk 
control function. The day was also punctuated by live 
polling of delegates to a series of questions about the 
industry, the results of which were displayed in real time. 

The enthusiasm demonstrated throughout the day for 
this type of summit underlines both how significant 
the first line of defence is now perceived to be across 
the financial industry, but also how keen professionals 
within this function are to learn from their peers.  Quite 
often, financial industry conferences are seen as chiefly 
an opportunity for networking and the actual sessions 
become sadly depleted; this was not the case on April 
17 at the Pierre. In fact, 99% of delegates rated the 
conference ‘good’ or ‘excellent’ in an exit poll. 

In addition to banking professionals employed in the 
first line of defence, delegates included consultants, 
regulators and representatives of technology firms 
such as Corlytics, Digital Reasoning, Fonetic, Quantexa, 
and VENNCOMM, some of which hosted roundtables 
and panel discussions on such themes as surveillance 
and the management of control across all forms of 
communication devices. There were eight different 
sponsors and exhibitors. 

Overall, 57% of delegates said they are employed 
at a financial institution, 24% at a consultancy, 13% at 
technology firms, 2% at a regulator and 4% at ‘other’ 
institutions, underlining the wide spread of disciplines and 
perspectives represented. 

The various panels, all of which featured leading industry 
spokespeople, addressed topics such as control versus 
ethics and culture, the evolution of the supervision function 
and the most efficient use of technology.

As if to leave no doubt about the importance of the 
topics under discussion during the course of the day, a 
whopping 97.9% of delegates agreed in a live poll that 
ethics can be used as a competitive advantage in their 
business, while 74.5% said that the cultural changes 
championed by banks lately are successfully changing 
behaviour in the industry.

Yet, while these particular votes might have 
demonstrated a refreshing unanimity of opinion, other 
polls underlined differences. For example, 46.5% of 
delegates said that they believed the first line of defence 
function will grow still larger in the next couple of years 
while 43.6% - a difference of only three votes – said they 
expect it to remain the same. A brave - or optimistic 
– 9.9% suggested that the function will be downsized 
during this period of time.

There was also an appreciable split when considering 
the efficacy of electronic attestations. 64% said that they 
are required to effectively evidence supervision, but 
36% disagreed. 

After co-founder of 1LoD John Baskott’s opening 
comments, the initial keynote address was delivered 
by Michael Held, general counsel and executive vice 
president of the Federal Reserve Bank of New York. There 
were another four keynote addresses throughout the day. 

Whenever a keynote speaker begins his address with 
a story of going through airport security with $15,000 
in cash strapped to his body, he is likely to have a rapt 
audience, and certainly that was the case for Tom Hardin, 
aka Tipper X. Tom became an FBI informant and a key 
witness in the case that helped convict numerous felons 
in the Galleon Group insider trading scandal. 

At the London conference five months earlier, General 
Sir Peter Wall, ex-head of the British Army, spoke about 

US Control Professionals Gather for Debut 
1LoD NY Conference
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175 
Delegates

39 
Speakers

22 
Sessions

8 
Sponsors

99% 
Rated the event 
“excellent” or 
“very good”

1259 
contacts made

504
CPD/CPE credits 
awarded

The conference in numbers:

“1LoD continues to improve on it’s already 
sterling reputation as the leader in thought 
and delivery for the Business Control 
operations within Financial Services. 
Regardless of where one sits within the 3 
LOD model, the content delivered at the 
summit gives a unique perspective on how 
the industry is changing and how banks 
are pivoting to adapt and even use control 
enhancements for competitive advantage.”

KEVIN JACKEY, CHIEF RISK OFFICER, AMERICAS, TP ICAP

Overall Event Rating

Excellent

Good

Moderate

48%

51%

1%

how risk control officers in financial services might learn from 
the military, and at New York that baton was picked up by 
Colonel (retired) Steven Rotkoff of Red Team Thinking. His 
address, the final of the day, was entitled ‘Red Teaming: how 
processes developed by the US military in the wake of 9/11 
can help risk and control functions in financial services.’

Other keynote addresses were delivered by Christopher 
Scarpati, lead US capital markets advisory partner at PwC, 
and Mark Carawan, chief compliance officer at Citigroup. 
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Attendees
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Delegate profile by type

Financial Institutions 57%

Consultancy 24%

Technology Firm 13%

Other 4%

Regulator 2%

Op's Risk (2nd Line) 4%

Front Office (1st Line) 71%

Technology 2%

Compliance (2nd Line) 15%

Audit (3rd Line) 7%

Not sure 9%

No 2%

Yes  89%

Operations (2nd Line) 1%

Financial institutions by function

Op's Risk (2nd Line) 4%

Front Office (1st Line) 71%

Technology 2%

Compliance (2nd Line) 15%

Audit (3rd Line) 7%

Not sure 9%

No 2%

Yes  89%

Operations (2nd Line) 1%

Financial institutions by seniority

Director 56%          Managing Director 29%             Vice President 13%               AVP 2%

0%                   50%                   100%



8     www.1LoD.com

Agenda

07.30-08.20 Registration, Coffee & Networking

08.25-08.30 Welcome Address: John Baskott, Co-Founder & Director, 1LoD

08.35-08.55 The Evolving First Line of Defence

Regulatory Keynote Address: Michael Held, General Counsel, Executive Vice President of the 
Legal Group, Federal Reserve Bank of New York

09.00-9.15 Trust and Accountability in the Front Office: The Need for a Sustainable Model

Keynote Address: Christopher Scarpati, Lead US Capital Markets Advisory Partner, PwC

9.20-10.05 Panel Discussion: The Chief Control Officers (CCO) Debate
• As 1st line control functions expand beyond markets divisions, where will the future resource 

and talent in your teams come from? Audit, Operational Risk, The Front Office etc?
• Is it possible for your business to create a global standard of governance and control and still 

satisfy regional regulatory requirements?
• How do you see the 3 LOD operating model evolving in your organisation over the next 5 / 10 

years?

Moderator - Dr Roger Noon, Risk Culture Consultant, 1LoD
►Kashyap Bhatia, Managing Director,  
Co-Head Business Controls, Global Banking and Markets, BAML 
Jamie Hamilton, Managing Director, Global Business Control Officer, Global Markets, J.P. Morgan 
Chase 
Darren Jarvis, Managing Director, Global Head of Business Controls and Supervision, Markets 
Division, Citigroup 
Nicholas Lovett, Managing Director, Global Head of Global Markets Controls, Credit Suisse 

10.05-10.35 Coffee & Networking

10.35-11.20 Panel Discussion: Control vs Ethics & Culture
• Are a banks ethics and culture more effective for good conduct than the implementation of 

supervisory controls?
• Are the cultural changes being championed by banks successfully changing behaviour 

within the industry?
• Can ethics and culture be used as a competitive advantage?

Moderator – India Martin, Executive Coach and Leadership Expert
Toby Billington, Managing Director, Chief Control Officer Global Banking, HSBC 
Azish Filabi, Executive Director, Ethical Systems
Kevin Jackey, Chief Risk Officer, Americas, TP ICAP
Nancy Harrington Jones, Managing Director, Chief Culture & Conduct Officer for the Americas, 
Société Générale
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11.25-11.55 Case Study A: Implementing Holistic 
Surveillance Technology
Sponsored by: Fonetic

Case Study B: Mining Regulatory Notices for 
Controls Intelligence: A Data Led Approach. 
How Acquiring Controls Intelligence From 
Regulatory Notices Can Inform Control 
Functions Across The Three Lines.
Sponsored by: Corlytics

• An overall summary of Fonetic’s 
capabilities

• A debate on the challenges of 
implementing surveillance technology with 
real world examples from BBVA and J.P. 
Morgan: 
• Main challenges in achieving holistic 

surveillance
• Is there poor conduct that can be 

detected with technology today which 
could not be identified before?

• Does holistic surveillance improve 
operational effectiveness in the 1LOD?

Moderator: John Baskott, Co-Founder & 
Director, 1LoD
John Akbari, Sales Director Americas, Fonetic
Brad Buehler, Vice President, Internal Control 
CIB USA Global Markets, BBVA
Chris Palmer, Managing Director, CIB Controls, 
J.P. Morgan Chase

• Regulatory notices are frequent and 
voluminous 

• Controls intelligence is hard to find, and 
harder to understand.

• Corlytics provides a case study on the 
Regulators’ view on controls and how they 
may be leveraged to evaluate existing 
controls but also understand control 
trends, and the regulatory outlook.

Speaker: Kevin O’Leary, Vice President Product 
Management, Corlytics

12.00-12.15 A Compliance Perspective on the Role and Effectiveness of First Line Control Functions

Keynote Address: Mark Carawan, Managing Director, Chief Compliance Officer, Citigroup

12.15-13.05 Lunch & Networking

13.05-13.25 The Inside Story of Tipper X

Keynote Address: Tom Hardin, known as “Tipper X,” was the lead FBI informant at the heart of the 
Galleon Group insider trading scandal, becoming one of the most prolific informants in US securities 
fraud history

13.30-14.15 Panel Discussion: Leveraging Technology to Provide a Holistic Overview of Supervisory 
Controls
• Are there technologies being used today which can effectively deliver a holistic overview of risk?
• What are the key considerations to factor in to ‘Buy vs Build’ decisions across a technical 

control architecture?
• Are there key controls which banks should be focusing on to best identify inappropriate conduct?

Moderator - Dr Roger Noon, Risk Culture Consultant, 1LoD
►Eric Hu, Director, Banking and Capital Markets, PwC
Laura Hutton, Executive Director, Quantexa
Konstantinos Rizakos, Managing Director, Global Compliance and Regulatory Systems, Citigroup 
Chuan Wong, Head of Global Markets Controls - Americas, Credit Suisse 
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14.20-15.05 Panel Discussion: The Evolution of Supervision
• How can we streamline the supervisory burden on sales and trading businesses?  And how much 

capacity should the front office be allocating to this function?
• How much can supervisory tasks be delegated to dedicated first line control teams?
• Are electronic attestations required to effectively evidence supervision?

Moderator - Simon Boughey, Contributing Editor, 1LoD
►Chris Palmer, Managing Director, CIB Controls, J.P. Morgan Chase
Charles Rose, Director, Trading Business Management, TD Securities
Jeffrey Rosen, Managing Director & COO, Americas Global Markets, Société Générale
Todd Sullivan, Managing Director, Head of Risk Management for Fixed Income Americas, Morgan 
Stanley

15.05-15.25 Coffee & Networking

15.25-16.05

Interactive 
Boardroom 
Debates:

Stream One: E-Communication Surveillance Stream Two: Control Assurance in the First Line

• Should control teams in the first line 
be building out E-Comm and Voice 
Surveillance capabilities? 

• How can established first line surveillance 
teams avoid duplication with their second 
line compliance surveillance partners? 

• Does the use of personal devices and 
messaging encryption severely limit 
the effectiveness of E-Comm and Voice 
surveillance?

Moderator: Paul Hodge, Co-Founder & Non-
Executive Director, 1LoD
David Choi, Partner, US RegTech Leader, PwC
Tim Estes, President & Founder, Digital 
Reasoning
Colin Telmer, Director, Head Front Office 
Surveillance, Barclays
Richard Ziegenbalg, Managing Director, 
Global Head of Independent Compliance Risk 
Management Surveillance, Citigroup

• How should this expanding first line 
assurance function effectively engage with 
more established second and third line 
testing teams?

• Could industry standards for assurance 
testing be established to drive consistency 
and provide an effective benchmark for 
regulators?

• Are there efficiency opportunities through 
resource sharing such as the establishment 
of consolidated control centres for testing 
and assurance?

Moderator: Dr Roger Noon, Risk Culture 
Consultant, 1LoD
Farhan Amin, Regional Head of Control Office, 
Global Markets Americas, HSBC
Joseph Campione, Chief Control Officer, 
Markets, BNY Mellon 
John Davison, Head of Regulatory Compliance 
Consulting, Norton Rose Fulbright

Agenda

“The 1LoD Summit was great. It far 
exceeded my expectations” 
NANCY HARRINGTON JONES, MANAGING DIRECTOR, CHIEF CULTURE & CONDUCT 
officER foR tHE aMERicas,  société généRalE
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16.10-16.40 Table A: Governance and 
Oversight - What is the 
End Goal?

Table B: Managing 
Conduct Risk Across all 
your Communication 
Channels with OTT Apps

Table C: AML – Affirming 
KYC ownership in the 
First Line

Table D: Risk 
Assessments in the First 
Line

• The impact of 
global regulations. 
Conflicting or 
aligned?

• Multi asset class 
standardisation.  Is 
this achievable?

• Will automation of 
the controls inventory 
become a necessity?

Hosted by: Jon Batty, 
Principal Consultant, 
GreySpark

• How to record 
all text and voice 
communication 
including non-
authorised 
channels like 
WhatsApp

• Is consolidating 
mobile into one 
data silo possible?

• Is integrating the 
mobile data silo into 
existing storage & 
analytics possible?

Hosted by: Lee 
Stonehouse, Chief 
Executive Officer, 
vEnncoMM

• KYC - The feasibility 
of genuine front 
office oversight

• Is there a necessity 
for an industry wide 
KYC repository?

• Do RCA’s help us 
sleep easier at 
night?

• How does risk 
assessment 
translate to risk 
ownership?

• How does risk 
assessment impact 
risk culture? 

• Self-Assessment: 
the Future or the 
Dinosaur?

Table E: Industry Standard 
Behavioural Metrics

Table F: Creating 
Industry Utilities

Table G: The Biggest 
Bang for your Buck – 
The Most Important First 
Line Controls

Table H: Changes to the 
Regulatory Environment

• Quantitative vs 
qualitative - Can 
the industry create 
standardised conduct 
risk measurement 
in the same way as 
market and credit 
risk?

• How can cultural 
metrics effectively 
be used to identify 
emerging risks?

• What opportunities 
are there to create 
industry wide 
utilities and or 
managed services 
for the first line of 
defence? 

• Which controls 
provide the biggest 
bang for your buck?

• Evolution vs 
revolution:
Enhancement 
of traditional 
controls vs next 
generation analytics

• What are the 
opportunities 
for banks in the 
new regulatory 
environment?

• What challenges 
do the banks face 
in acting on these 
opportunities?

16.40-16.45 Roundtable Spokesperson Summary: 
A spokesperson from each roundtable will give a 2-3 minute summary of what has been discussed to 
the entire audience.

16.50-17.10 The Importance of Diverse Views & Perspectives: Changing Organizational Culture

Keynote Presentation: Col. (Retired) Steve Rotkoff, Partner, Red Team Thinking

17.10-17.15 Close of Conference: John Baskott, Co-Founder & Director, 1LoD

17.20-18.20 Drinks Reception
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The Evolving First Line of 
Defence
Michael Held, general counsel and executive vice 
president of the legal group at the Federal Reserve 
Bank of New York, set the tone for the day in the 
opening keynote address. He called the growing 
stature and sophistication of the first line of defence 
‘an unqualified improvement in corporate governance, 
especially at financial firms.’ Professionals in this 
function are not only the first line of defence for their 
own organisations but are also the first line of defence 
against significant risks in the entire financial system. 

But he urged banks not to be afraid of taking time 
when making key decisions.  ‘Time is, after all, money—
or so we have been told.  But the consequences of 
making the wrong choice because you are in a hurry 
can be far more expensive,’ he said. 

While Held realised the irony implicit in a lawyer 
advocating moral choices, he made no apology 
for stressing the crucial importance of creating the 
appropriate moral culture. Bankers, he said, cannot 
think it’s alright to behave one way in the workplace 
and another outside the workplace. ‘Bankers—and, 
for that matter, lawyers—cannot check their morals at 
the door when they step onto a trading floor or into a 
courtroom,’ he said. 

He added that while remuneration is a powerful 
incentive in the workplace, there are other significant 
incentives as well and banks should consider all forms 
of reward when seeking to construct the most effective 
risk control functions. 

Trust and Accountability in 
the Front Office
Christopher Scarpati, lead US capital markets advisory 
partner, PwC, talked on ‘Trust and accountability in the 
front office: the need for a sustainable model’ and he 
reminded those in the first line of defence that they 
are the people regulators expect to manage the non-
financial risks of the business. 

But he is under no illusion about the scale of the 
burden: PwC analysis shows that supervisors in the 
equities market alone are obliged to provide around 70 
control attestations per month. To meet this challenge, 
over the last six years the head count in control 
functions has grown by 21%, while sales and trading 
head count has dropped by 4%. He suggested that 
this kind of increase is unsustainable, and increasingly 
powerful technology needs to take up the slack.

A Compliance Perspective
Mark Carawan, chief compliance officer at Citi, gave the 
compliance perspective on the role and effectiveness 
of the first line of defence in his keynote address. He has 
been at Citi since 2011, and over his career has worked in 
both the third and second lines of defence.

He stressed that, to maximize the benefits for the first 
line to focus on prevention of harm to customers, 
regulatory violation, policy breach, and financial losses, 
both the second line and the third line must work 
together with the first line to secure a common ethical 
culture, risk taxonomy, and risk appetite. In achieving 
this, the values and standards incorporated in the first 
line will reflect those of the group as a whole.

In response to questioning, he warned that achieving 
globally consistent standards and a common control 
environment in consumer businesses may be more 
challenging than in wholesale businesses, in part, 

Keynote Addresses
A synopsis of the addresses, debates and discussions on the day
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because consumer product and services regulations, 
including customer protect legislation, vary much more 
significantly from jurisdiction to jurisdiction, as opposed 
to those for various wholesale markets such as for foreign 
exchange trading.

Changing Organisational Culture
Steve Rotkoff, a retired army officer and partner in 
Red Team Thinking, began his address entitled ‘The 
importance of diverse views and perspectives: changing 
organisational culture‘ by saying that large, traditional and 
hierarchical institutions only change in response to failure. 
He recounted the attempt by the US army to destroy the 
Iraqi Medina armoured division in the Second Gulf War, 
March 2003. The air attack ran into a hailstorm of un-
planned for small arms fire, which had been predicted by 
a junior, female intelligence officer prior to the mission but 
her advice was disregarded. 

This incident demonstrated the dangers of groupthink, 
which strong leadership can mitigate only to a certain 
extent. The army began to develop practices like 
provision of anonymity during discussion to counter 
groupthink. It began to organise discussions of possible 
operations so that senior officers would only give their 
views at the end, when everyone else had spoken, so 
others did not adjust their comments according to what 
the most senior person had said.

Servicemen from within the same unit but with different 
functions – such as intelligence, operations, logistics 
and personnel – now liaise with each other much more 
hitherto to allow a wider variety of perspectives to enter 
planning. The army also incorporated the imagining of 
alternative scenarios which incorporate failure when 
planning. This allows more agile adjustment when events 
don’t turn out as was thought likely.

All of these lessons and solutions have applicability for 
the financial services industry, Rotkoff said. But these 
changes do not happen organically. It takes time and 
effort to shift culture.

A Journey of 
Opportunity and 
Temptation

Tom Hardin, aka ‘Tipper X’, was convicted 
of insider trading but escaped jail time 
due to his co-operation as a Federal 
witness with the FBI. One could have 
heard a pin drop as he described his all 
too plausible descent into insider trading 
and its subsequent fallout.

He said that it was easy to convince 
himself that trading illegalities cause 
no-one real harm, and the amounts he 
dealt in were too small to be important 
to anyone. He said he knew at the time, 
and was in no doubt, that his trading was 
illegal, but found endless justifications for 
his behaviour.

At the end of the day, Hardin’s wrong 
doing resulted in a personal gain of only 
$46,000 - all of which he was obliged to 
pay back as part of his agreement with 
the FBI - and an increased annual profit 
for his firm of just one per cent. Yet, the 
personal cost was substantial: he wanted 
to act as coach for his daughter’s soccer 
team, but was disbarred due to his 
criminal record.

“...he knew at the time, and was 
in no doubt, that his trading 
was illegal, but found endless 
justifications for his behaviour.”
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The effective use of technology is of course key to the 
proper execution of the risk control function, but the 
panel was asked to consider whether technology is the 
much sought-after panacea, or is, in fact, over hyped.

Panellists noted that while there are plenty of 
business people in a bank that don’t understand the 
technology they are using to aid supervision, there 
are also plenty of technology specialists who don’t 
understand the business, and this adds an additional 
layer of complexity to the successful and holistic use of 
technology in the first line of defence.

Banks also face the perennial problem of whether to 
buy software solutions, or build in-house. Budgetary 
factors are obviously germane to this decision, and 
panellists noted that building in-house is not always 
the most cost effective decision to make.

Moreover, if banks build in-house they face the 
problem of retaining the talent responsible for 
constructing and maintaining the technology, and 
if key individuals leave the organisation then the 
organisation is in a hole, particularly if the solution has 
not yet been fully built. On balance, panellists agreed 
that a hybrid solution is probably best, with some 
aspects supplied by outside firms and some in-house.

It was also felt that technology was best used to detect 
wrongdoing by traders and that the culture of the 
organisation was the best prophylactic against bad 
actors, yet the likelihood of being discovered would 
also act as a deterrent.

The biggest danger, however, of greater and greater 
reliance upon technology means the world gets 
ever more complex and the necessary knowledge is 
concentrated in a few hands. 

Leveraging Technology to Provide a Holistic Overview 
of Supervisory Controls

Panel Discussions
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The panel was asked to consider whether electronic 
attestations were necessary to effectively evidence 
supervision, and while panellists agreed that 
attestations were an important part of the process, 
several also said that if these are too frequent – such 
as 20 or 30 a month – then they lose all meaning. At 
this stage attestation becomes simply a box-ticking 
exercise. So, once monthly and no more seemed the 
appropriate frequency to one panellist, although for 
some types of attestations once quarterly might also 
be the sweet spot.

Members of the panel also stressed that it was vital 
for those in the first line of defence to be seen as 
helping the business, not hindering it, and that it 
was important to lessen the burden upon sales and 
trading whenever possible. However, there are some 
supervisory functions which can only be performed 
by those who know the business, they said.

How much time supervisors should spend 
supervising is, of course, the $64,000 question. One 
panellist said that his organisation expected 20% of 

any supervisor’s time should be spent on control 
functions, but added that such a supervisor should 
not be responsible for more than 12 staff. The panel 
agreed that between eight and 12 people was 
probably as wide as one wanted to draw the net.

The consensus demonstrated by the panel was for 
20%-25% of time spent on supervision, and, indeed, 
the audience poll conducted during this panel 
showed that 61% of delegates agreed that between 
10% and 25% of a supervisor’s time should be spent 
on control duties.  Just over 24% said less than 10%, 
6.6% said less than 10% and 5.5% said over 50%. 

Maintaining a clear and unambiguous division 
between first line control functions and revenue 
generators is taxing but the representatives of the 
four banks onstage said that while there is some 
confusion, where the line stands has become much 
clearer over the last few years. However, ambiguity 
becomes more likely in European sales and trading 
floors largely because European regulators adopt a 
less prescriptive approach.

The Evolution of Supervision
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The panel was asked to consider, among other 
questions, where the first line of defence might recruit 
its talent from in the coming years, and it agreed that 
while at the moment control officers are often drawn 
from sales and trading there will be an increasing 
bias to employ those with a technology background 
in the future. Such fields as machine learning and 
behavioural analytics are likely to be increasingly 
exploited for talent, they added.

However, it is difficult to recruit people with the right 
background, and risks need to be identified clearly 

before the correct skill set can be identified as well. 
Moreover, the ever expanding cost of the control 
function needs to be addressed as its current rate of 
increase is unsustainable.

The theme of increasing reliance upon technology 
cropped up again when the panel was asked to 
consider where the first line of defence will be in five 
years’ time. “I can sum it up in three words – data, data, 
data,” said one panellist. 

The Chief Control Officers Debate

The panel was asked to consider whether a bank’s 
ethics and culture are more influential for good 
conduct than the implementation of supervisory 
controls. It was noted by one speaker that safety in 
the extractive industries – namely oil and gas mining 
– became markedly better towards the end of the 
twentieth century not so much because of regulatory 
demands but because the culture of the industry 
changed. Avoidance of fatality and injury at the 
workplace became a fundamental and ineluctable 
priority. There is a lesson for banking here, he said: 
controls are not enough and culture has to shift. 

There was marked unanimity that a culture that 
stresses ethical conduct and honesty is of supreme 
importance, and that the banking industry needs 
to move more towards a model of unimpeachable 
probity. Moreover, that change in standards needs to 
come from the top as people will behave dishonestly 
or unethically if they believe such actions are 
tolerated, or even approved of, by their supervisors. 

Everyone also agreed that ethics can be used as a 
competitive advantage in the banking industry – and 
things are changing. Banking used to be all about the 
deal and the P&L, but it can’t be like that any longer, 
said one panellist. The sustainability of the business, 
both of the sell-side firm and that of the client, has to 
now be the principal criterion.

It would be naïve, of course, to assume that banking 
scandals are utterly a thing of the past. When a 
failure of conduct is uncovered, banks should try 
and uncover the root cause of the failure, in terms of 
systems and culture, rather than falling back on the 
‘bad apple’ theory, panellists said. 

Control vs Ethics & Culture

Panel Discussions
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Control Assurance in the 
First Line
Contributors noted that there is an animated 
industry discussion at the moment around which 
control activities should sit in the first line and 
which in the second. Many firms are reviewing their 
current practices.

Delegates agreed that when the three lines 
of defence model was created it was never 
the intention to duplicate functions across 
the three lines. However, at the moment very 
similar assurance activities are being performed 
across each line, in the same controls and in 
similar timeframes, which is undermining both 
effectiveness and efficiency of the model. This is 
unsustainable.

The first line, across the whole industry, is moving 
away from traditional point-in-time, sample-based 
testing to reliance on key risk indicators, key control 
indicators and risk-based ‘deep dives’ or thematic 
reviews, said delegates on this table. Meanwhile, 
sample-based testing is becoming more of the 
preserve of oversight activities conducted by the 
second line.

There is a healthy new emphasis on how the three 
lines can work together more closely and integrate 
their activities so that they are complementary, 
rather than building large, inefficient, and 
overlapping empires.

E-Communication 
Surveillance
These sessions were in the form of a boardroom 
debate, with regular contributions from all participants. 
Stream one focused on e-communication surveillance, 
a topic of growing importance to both the first 
and second lines of defence. Indeed, delegates 
commented that it is often difficult to avoid duplication 
of it between the two lines of defence.

The sheer volume of material collected through 
e-surveillance also presented its own difficulties. It is 
often difficult to determine what is important and what 
is not. Delegates said that the quality of alerts between 
the first line and the second line needs to be improved 
to streamline the process.  Ultimately, of course, faith is 
placed in machines to perform a great many functions 
over the next 5-10 years and as a result the human role 
will change.

However, e-surveillance is not the only answer. It 
was pointed out that any bad actor can use a burner 
phone or WhatsApp, which massively expensive 
e-surveillance systems will not capture. Even those 
representing tech firms agreed that as fast as systems 
are developed to catch wrong-doing, those intent on 
wrong-doing will develop methods to avoid detection, 
but that was not a reason to stop development of 
technology. At the end of the day, however, it was 
agreed that there is no substitute for a culture of better 
probity in banks.

One delegate struck a cautionary note, and wondered 
aloud if there are safeguards in place to prevent all 
this technology being used by firms to snoop on their 
employees – to find out, for example, who has been 
looking for a new job. The answer seemed to be that 
this is not considered a priority at the moment, given 
the numerous bank scandals over the past few years. 

Delegates were seated around one large table to encourage maximum interaction.

Interactive Boardroom Debates
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Implementing Holistic 
Surveillance Technology

Speech analytics and surveillance are key weapons 
in the arsenal of risk control officers, and Fonetic 
has been providing technological solutions to assist 
regulatory compliance on the trading floor through 
these media since 2008. In addition, the firm’s 
technology can meticulously reconstruct complex 
trades over different time zones, markets and 
languages, so surveillance of this kind can mitigate 
both financial and non-financial risks.

However, panellists, while agreeing that this kind of 
technology was very useful, said that it was often 
difficult to establish where in the three lines of defence 
responsibility for it should reside. Moreover, such 
systems are very costly, and, as many panellists 
throughout the day suggested, the increasingly 
heavy financial burden of risk control upon banks is 
becoming a source of great worry. So while the idea 
of holistic surveillance might be a good one, practical 
implementation of it is far from easy.

Practitioners on the panel pointed out that, contrary to 
popular belief, banks do not have vast rooms of people 
constantly monitoring incoming and outgoing phone 
calls. ‘We’re not GCHQ,’ said one.

Mining Regulatory Notices 
for Controls Intelligence: 
A Data Led Approach. How Acquiring Controls 
Intelligence From Regulatory Notices Can Inform 
Control Functions Across The Three Lines

For some years now, the banking industry has been 
blanketed by frequent and onerous regulatory 
initiatives. These notices provide a wealth of regulatory 
information, but it as yet hasn’t been fully explored 
and interpreted.  Corlytics aims to rectify this oversight 
and mine the data to provide insights upon current risk 
controls but also to gain a perspective on regulatory 
priorities and the likely next step regulators will take. 

There are over 10,000 recent regulatory documents 
that can be considered, including guidance notes, 
speeches, warning letters and enforcement actions, 
which Corlytics has systematically organised according 
to regulator, jurisdiction, theme, business line and 
control type. From this research, it is able to draw 
conclusions about, among other things, regulators’ 
shifting priorities or how one regional regulator differs 
from another.

For example, while failures in compliance monitoring 
and oversight occasioned more fines than any other 
category in both Europe and the US in 2017 and so far 
in 2018, AML failures ranked second highest in the US 
while there have been no regulatory punishments at all 
in this category in Europe in 2017/18.

Although no-one has a crystal ball, study of the 
available data suggests that a firm’s culture and 
ethics will be a primary focus of both the Financial 
Conduct Authority (FCA) and Australian Securities and 
Investment Commission (ASIC) over the next year, 
while anti-competitive behaviour will be as important 
to the FCA but far less to ASIC. 

Sponsored case studies

Sponsored by: Fonetic

Sponsored by: Corlytics
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Delegates at this table agreed the US regulators, 
and the Federal Reserve in particular, make the 
running. It sets the height of the bar, and other global 
regulators look to follow. Firms are working hard to 
set minimum standards to meet the governance 
standards required, despite the difficulties of 
doing so in a firm which might encompass several 
jurisdictions and multiple asset classes. 

Yet, despite the problems, and likelihood of push-
back from different areas of the bank, it was thought 
important to agree minimum standards to which all 
employees should adhere. 

Firms have to deal with a variety of regulators and 
regulations, all of which place demands which are 
likely to be slightly - or even significantly – different 
from others. It is not always easy to know which 
area of a firm should respond to regulatory initiative: 
should it be the local branch as that is exposed to 
the local regulator, should it be the legal entity or 
should it be the bank’s management hub? However, 
to refer to the first point, the Federal Reserve sets the 
standard and any firm which responds to its initiatives 
and demands is likely to be in a good position.

Governance and 
Oversight - What is 
the End Goal? 

Roundtable Discussions:

HOSTED BY: JON BATTY, PRINCIPAL 
CONSULTANT, GREYSPARK

Delegates at this table agreed that there 
was no great panacea to the many difficulties 
offered by management of conduct risk across 
communication channels. Rather, discussion 
revolved more around the numerous challenges 
faced rather than possible solutions. 

The multiplicity of communication devices and 
channels available these days present a minefield 
for banks attempting to more effectively manage 
conduct risk, and there is a substantial gap between 
policy and reality. 

Moreover a balance needs to be struck between 
satisfying the needs of the various interested parties 
and cost effectiveness. 

Managing Conduct Risk 
Across all your Communication 
Channels with OTT Apps 

Participants debated and discussed specific topics relevant to the first line of defence in small tables of ten.  
The outcomes of the discussions are shown below under the topic titles.

HOSTED BY: LEE STONEHOUSE, CHIEF EXECUTIVE 
officER, vEnncoMM
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The consensus appeared to be that a great deal of the entire KYC process is owned by the first line, but 
application according to a set of uniform, global standards is very difficult. Moreover, not only do legal standards 
vary significantly from country to country, interpretations of what KYC means vary from bank to bank as well, often 
by virtue of nationality and culture as much as anything else.

Such cultural differences are common in banking, which is after all a global business, but they pose significant 
dangers where conduct risk is concerned. They also mean unnecessary burdens may be imposed on customers.

Once again, the need for better automation was stressed, but, also once again, delegates said that the 
human element, and the ability to make qualitative judgments based on experience, could never be left out 
of the KYC process.

AML – Affirming KYC Ownership in the First Line

Roundtable Discussions:

In general, risk assessments were thought a good thing, and they provide a good foundational first step in the 
risk management process.

If effective, they promote the right culture and behaviour such as inquiry, openness, challenge and objectivity. In 
doing so they can drive the quality of the rest of the risk management process. 

Overall the group decided that whilst they don’t help us sleep easier on their own, we would sleep even less 
well without them. Performing RCAs are a fundamental step in the wider control process that does ultimately 
lead to a better night’s sleep.

They help drive a culture of ownership about control, and provide a forum to generate common understanding 
of current situation and opportunities for improvement. However, there is a danger that over time they become 
overly bureaucratic and burdensome. Management of the RCA process can then become unsupportable.

Risk Assessments in the First Line 

Participants debated and discussed specific topics relevant to the first line of defence in small tables of ten.  
The outcomes of the discussions are shown below under the topic titles.



www.1LoD.com    21

“The work done on the 
organization and execution 
of this conference was 
exemplary and it had 
tremendous value.  The 
panelists, moderators, 
vendors and keynote 
speakers were well chosen 
and provided practical and 
informative feedback in their 
areas of expertise.  Overall a 
great experience!”

cHaRlEs RosE, DiREctoR, tRaDing 
businEss ManagEMEnt, tD sEcuRitiEs

“The financial services 
industry is placing increased 
emphasis on conduct and 
culture within the front 
office, however there is 
no defined playbook on 
how a positive culture can 
be achieved.  The 1LoD 
conference allowed industry 
thought leaders to share 
their ideas on how this 
critical topic is to evolve.”

ian cRabtREE, Managing DiREctoR, 
aMERicas HEaD of intERnal auDit, 
noMuRa sEcuRitiEs

The table agreed that quantitative metrics should be 
developed, and things are as yet at an early stage at 
most firms. While this is an area where the industry 
could come together to determine acceptable 
metrics and potentially how to measure them, most 
also felt that each firm would need to customize the 
results for tolerances and acceptable results.

There was a surprising, perhaps, degree of unanimity 
about what behavioural metrics should be. The table 
came up with a list of as many as 32 standards, with 
a top ten list headed by trader mandates, cancel/
amend trades and personal account dealing.

However, this was when the discussion became 
animated. Several delegates said that all this work 
had been accomplished and yet it had yielded little 
in the way of results so far. Perhaps this is because 
the process is too recent, and perhaps it is also 
a good thing that no smoking guns have been 
discovered yet, others suggested.

Conduct metrics are not a good predictor of 
emerging risks. Culture is an amorphous concept 
and extremely difficult to measure in a meaningfully 
quantitative way.

Industry Standard 
Behavioural Metrics
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Roundtable Discussions:

Creating Industry Utilities 

The table agreed that industry utilities have a role to play in the control function, but effective implementation 
is more difficult. Do you want big solutions to solve big problems, or smaller solutions to tackle smaller, more 
targeted issues? It is also difficult to get banks to collaborate.

Delegates also noted the absence of clear, broadly industry-wide definitions of market abuse, and how 
desirable it would be to have a standardised definition accepted by all firms.  Yet, global regulators move 
according to different demands and different political agendas. 

This table also agreed that support from senior executives was important to drive any of these projects 
forward. European regulators, in particular, rarely mandate improvements, so every utility has to fight for 
sponsorship within a bank. 

It was also discussed whether partnerships with technology giants such as Google should be forged, and, 
while it was thought that this is a nice idea, these firms are very different to banks in culture and approach.  
This type of mismatch between clients and vendor can lead to all sorts of problems.

The discussion was thought very stimulating, but there no clear answers produced. 

Participants debated and discussed specific topics relevant to the first line of defence in small tables of ten.  
The outcomes of the discussions are shown below under the topic titles.
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This table decided that there were some non-negotiable, 
sine qua non front line controls that need to be 
established, such as training, personal account dealing, 
mandatory leave. These aspects need to be captured.

Investment in good people is also absolutely essential; 
machines won’t do it all, it was stressed.

Finally, the biggest benefit going forward would be 
the provision of data repositories for common usage, 
the biggest impediment to which is cost. But there are 
a couple of compromises: firms should seek to knit 
together legacy systems and new systems, however 
difficult this is. 

The Biggest Bang for your 
Buck – The Most Important 
First Line Controls

“As the premier sponsor, this 
conference was worth every 
penny of our investment. Not 
only did we find the 1LoD 
team to be passionate and 
collaborative from the very 
beginning, the location, 
agenda, and attendees 
were all first class! We look 
forward to next year! Cheers.”

cHRis scaRPati, lEaD us caPital MaRkEts 
ADVISORY PARTNER, PWC

“1LoD succeeded in bringing 
together practically all 
the leaders involved in 
Business Controls for the 
global Banking and Markets 
businesses. There was 
a productive sharing of 
best practices, issues and 
concerns at a time when 
regulations are now settling 
and market volatility has 
returned.”

GRAHAM BROYD, SENIOR ADVISOR, 
financial MaRkEts conDuct anD 
coMPliancE PRacticE, tREliant

This table saw a spread of opinion. Some of the table felt 
that the regulatory high water mark has been passed and 
there is now a reduced impetus for mandatory change 
from regulators, while others felt there is no abatement 
in pressure and it was still very much a response to 
regulatory agenda that drove in-house controls.

There was little consensus, but it is noteworthy that 
some believe that the Trump administration is less keen 
on regulation than its predecessor and this is borne 
out by the recent appointments and statements the 
administration has made. While there is not likely to be 
a rollback of Dodd-Frank, there could be amelioration of 
the Volcker Rule. 

The Regulatory Environment – 
Opportunities and Challenges
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Where should 1st line control 
functions be sourcing the best 

talent from?

A. Audit?

B. Op’s Risk?

C. Compliance?

9.2%

8.3%

11%

How will the 1st line control 
function in your organisation 

be resourced over the next 1-2 
years?

A. A larger function?

B. Downsizing? 

C. Approximately the same resourcing

46.5%

9.9%

43.6%

Are the cultural changes 
being championed by banks 

successfully changing 
behaviour within the industry?

A. Yes 

B. No

74.5%

25.5%

Audience poll results:

D. The Business?

E. Other 

60.5%

11%
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Can ethics and culture 
be used as a competitive 

advantage?

A. Yes 

B. No 

97.9%

2.1%

What is the biggest obstacle in 
your organisation to leveraging 

technology?

A. Data? 

B. Budget? 

C. Peoples experience? 

49.4%

35.6%

3.4%

How much time should 
supervisors be spending on 

control functions?

A. Less than 10%

B. Between 10% and 25% 

C. Between 25% and 50%

26.4%

61.5%

6.6%

D.  Internal politics?

E. Other?

9.2%

2.4%

D. Over 50%

5.5%
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“Absolutely great event that 
proved useful on all fronts.  
Speakers, panels and round 
tables all excellent.”
lanE PRincE, DiREctoR, suPERvision anD  
businEss contRols, guggEnHEiM

Are electronic attestations 
required to effectively evidence 

supervision?

A. Yes 

B. No 

64%

36%

Which of the following 
statements most accurately 

describes your institution’s 
approach to voice surveillance  

A. We don’t do voice surveillance

B. We only listen to voice when a red flag is raised from 
another source 

4.2%

50%

C. We carry out random voice sampling 

D. We carry out proactive voice surveillance meaning we 
have systems in place that can raise red flags from voice 
as the first source

29.2%

16.6%
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Speakers (in order of appearance)

Michael Held
General Counsel, 
Executive Vice 
President of the 
Legal Group, 
Federal Reserve 
Bank of New York

Christopher 
Scarpati
Lead US Capital 
Markets Advisory 
Partner, PwC

Dr Roger Noon 
Risk Culture 
Consultant, 1LoD

Jamie Hamilton 
Managing 
Director, Global 
Business Control 
Officer, Global 
Markets, J.P. 
Morgan Chase 

Nicholas Lovett 
Managing 
Director, Head of 
Global Markets 
Controls and Chief 
Operating Officer 
for EMEA, Credit 
Suisse    

Darren Jarvis
Managing 
Director, Global 
Head of Business 
Controls and 
Supervision, 
Markets Division, 
Citigroup   

Nancy 
Harrington Jones 
Managing 
Director, Chief 
Culture & 
Conduct Officer 
for the Americas, 
Société Générale

Chris Palmer 
Managing 
Director, CIB 
Controls, J.P. 
Morgan Chase 

Kevin O’Leary
Vice President 
Product 
Management, 
Corlytics

Mark Carawan 
Managing Director, 
Chief Compliance 
Officer, Citigroup 

Azish Filabi 
Executive Director, 
Ethical Systems

Toby Billington 
Managing 
Director, Chief 
Control Officer 
Global Banking, 
HSBC 

Brad Buehler
Vice President, 
Internal Control 
CIB USA Global 
Markets, BBVA  

Kevin Jackey
Chief Risk Officer, 
Americas, TP ICAP

John Akbari
Sales Director 
Americas, 
Fonetic

Kashyap Bhatia
Managing 
Director, Co-
Head Business 
Controls, Global 
Banking and 
Markets, BAML 
  

John Baskott
Co-Founder and 
Director
1LoD

India Martin
Executive Coach 
and Leadership 
Expert
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Laura Hutton 
Executive 
Director, 
Quantexa

Konstantinos 
Rizakos
Managing Director, 
Global Compliance 
and Regulatory 
Systems, Citigroup    

Eric Hu
Director, Banking 
and Capital 
Markets, PwC

Chuan Wong 
Head of Global 
Markets Controls 
- Americas, 
Credit Suisse 

Charles Rose 
Director, Trading 
Business 
Management, TD 
Securities  

Todd Sullivan 
Managing 
Director, Head of 
Risk Management 
for Fixed Income 
Americas, Morgan 
Stanley

David Choi
Partner, US 
RegTech Leader, 
PwC 

Richard Ziegenbalg 
Managing Director, 
Global Head of 
Independent 
Compliance Risk 
Management 
Surveillance, Citigroup

Joseph 
Campione
Chief Control 
Officer, Markets, 
BNY Mellon 

John Davison 
Head of 
Regulatory 
Compliance 
Consulting, 
Norton Rose 
Fulbright 

Jon Batty 
Principal 
Consultant, 
GreySpark

Lee Stonehouse 
Chief Executive 
Officer, 
VENNCOMM

Simon Boughey 
Contributing 
Editor, 1LoD

Tim Estes
President & 
Founder, Digital 
Reasoning

Jeffrey Rosen 
Managing Director 
& COO, Americas 
Global Markets, 
Société Générale

Farhan Amin 
Regional Head 
of Control Office, 
Global Markets 
Americas, HSBC  
 

Col. (Retired) Steve 
Rotkoff
Partner, Red Team 
Thinking

Colin Telmer
Director, Head 
Front Office 
Surveillance, 
Barclays

Paul Hodge
Co-Founder and 
Non-Executive 
Director
1LoD 

Tom Hardin
“Tipper X”

Ian Montgomery 
Managing 
Director, Head 
of Regulatory 
Affairs, Americas, 
Natixis
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“The quality of both presenters 
and attendees was above similar 
events I have attended in recent 
times.  Congratulations on 
achieving an outcome that was 
enjoyable and effective.”
cHRistian blackwEll, consultant, 
REGULATORY COMPLIANCE, NORTON ROSE 
fulbRigHt

“An interesting and insightful 
day...”

IAN MONTGOMERY, MANAGING DIRECTOR, 
HEAD OF REGULATORY AFFAIRS, NATIXIS

 “A very well organised and 
structured conference that 
balanced presentation, discussion 
and networking. A good range 
of subjects and opportunities 
for debate. I would recommend 
this to all FS firms looking to 
drive change and learn from 
peers going through the same 
challenges.”
JOHN DAVISON, HEAD OF REGULATORY 
coMPliancE consulting, noRton RosE 
fulbRigHt

“Great to see the leaders in the 1 
LOD coming together to address 
the evolving risk management 
landscape.”

STEVEN SCHLUTER, EXECUTIVE DIRECTOR, 
HEaD of coMPliancE MonitoRing 
STRATEGY, MORGAN STANLEY

“Relevant, engaging, interesting 
to see and hear the various points 
of view amongst large financial 
institutions.”
fRank williaMs, sEnioR vicE PREsiDEnt, 
global coMMERcial banking, natwEst 
MaRkEts

“Exceeded expectations with 
very timely topics, and a range of 
experienced people sharing ideas.”
JoHn akbaRi, salEs DiREctoR aMERicas, 
fonEtic

What did people say?
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“I found this to be an effective 
way to better understand 
common challenges experienced 
by industry competitors and 
approaches employed to 
tackling those challenges.”
MARCUS SCHILLINGS, EXECUTIVE 
DIRECTOR, J.P. MORGAN CHASE

“We thoroughly enjoyed this 
well run event. It was great to 
see many of our existing clients 
and build relationships with new 
prospects.”
anDREw MclaucHlan, Managing 
DIRECTOR AND CO-FOUNDER, GREYSPARK

“A dynamic subject with many 
different opinions, 1LoD provides 
an excellent snapshot in trends 
among peers in an industry that 
typically has very siloed trains of 
thought.”
lEif svEnson, HEaD of us businEss 
DEvEloPMEnt, tRaDingHub

“I enjoyed the panel discussions 
as they provided a nice mix of 
personality and professionalism 
which lead to an entertaining 
and engaging platform.”
ANTHONY FALCE, SENIOR SALES AND 
ACCOUNT EXECUTIVE, DB COM

“Excellent event - high quality 
content and attendees.”
RogER walton, gEnERal ManagER 
AMERICAS, QUANTEXA

“The best prospecting I’ve done 
at a conference”
DAN WEINERMAN, U.S. HEAD OF SALES, 
tRaDingHub
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1LoD
3rd Floor, News Building
3 London Bridge Street
London,  SE1 9SG
United Kingdom

Tel: +44 (0) 20 7112 4930
enquiries@1lod.com

“This event was overdue for the 
US.  It was great to bring together a 
group of risk/control practitioners 
to share best practices and thoughts 
culture, conduct and supervision.”

tHoMas scalici, HEaD of aMERicas businEss contRols, tP icaP


