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Activity 1 — Describing the Nature of Compliance 

Questions Answers 

1. Describe compliance.  

 

 

 

 

 

2. What are the compliance 

categories? 

 

 

 

 

 

 

3. What are the 

consequences of failure to 

comply with mandatory 

requirements? 

 

 

 

 

 

 

4. What is the role of the 

Chief Compliance 

Officer? 

 

 

 

 

 

 

5. List some similarities 

between the compliance 

and internal audit 

functions. 
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Answers to Activity 1 — Describing the Nature of Compliance 

Questions Answers 

1. Describe compliance.  The process by which an organization adheres to its 

internal policies and procedures and to its external 

legal and regulatory requirements.  

 In addition to meeting those requirements, 

compliance includes documenting the organization’s 

actions for compliance adherence. 

2. What are the compliance 

categories? 

Compliance categories can be identified as external or 

internal and as mandatory or voluntary. 

3. What are the 

consequences of failure to 

comply with mandatory 

requirements? 

Failure to comply can result in legal action and/or 

sanctions against the board of directors, large fines 

against the company, and even imprisonment for top 

executives. 

4. What is the role of the 

Chief Compliance 

Officer? 

Coordinate compliance efforts, monitor the compliance 

program, act as liaison on compliance issues, and 

promote education and awareness of existing and 

emerging compliance requirements. 

5. List some similarities 

between the compliance 

and internal audit 

functions. 

 Both must be independent from managers who carry 

out day-to-day operations. Compliance designs the 

plan and internal audit reviews the implementation, 

but the operational managers actually implement the 

plan as part of day-to-day operations. 

 

 Both typically report to the board and/or senior 

management. This is to ensure that they maintain 

sufficient authority and independence to accomplish 

risk management goals. 

 

 Both require broad access to operational data, 

internal records, and personnel to ensure objective 

risk analysis and assessment. They must also have 

authority to conduct investigations and audits to 

verify that compliance is taking place according to 

the plan and that the internal controls are 

appropriately measuring compliance goals. 

 

 Both must operate efficiently. They are cost centers 

and do not generate revenue. Limited resources are 

available to achieve risk management goals, so 

organizations need to get the most out of these two 

functional areas at the lowest cost. Duplication of 

efforts between the two must be minimized to reduce 

costs while still achieving the organization’s goals. 
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