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Abstract 

By analyzing the failure of Silicon Valley Bank, this paper emphasizes the significance of regulatory compliance 

and the risks associated with non-compliance. It highlights the importance of financial institutions regularly 

reviewing and adjusting their investment strategies to align with market conditions and risk tolerance levels. The 

adoption of advanced technologies such as Financial Enterprise Control Intelligence (FECI) systems is essential 

in managing regulatory compliance and risk management processes effectively. These systems leverage artificial 

intelligence and data analytics to automate and streamline compliance and risk analysis, including compliance 

reviews, risk analysis, and risk exposures. After the discussion of the guiding principles for establishing internal 

control systems in commercial banks and explores the recent developments in AI-based compliance automation. 

It concludes by emphasizing the role of AI-driven FECI systems in ensuring regulatory compliance, managing 

risks, and navigating the evolving financial landscape. 
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1. Introduction 

Silicon Valley Bank’s failure serves as a poignant reminder of the criticality of regulatory compliance and the 

potential risks that arise from non-compliance. The incident underscores the importance of financial institutions 

regularly reviewing and adjusting their investment strategies to align with evolving market conditions and risk 

tolerance levels. In this context, the adoption of advanced technologies such as Financial Enterprise Control 

Intelligence (FECI) systems becomes imperative. FECI systems are specifically designed to assist financial 

institutions in effectively managing regulatory compliance and risk management processes. By incorporating 

advanced technologies like artificial intelligence and data analytics, these systems automate and streamline 

various aspects of compliance and risk analysis. 

For instance, one integral component of FECI systems is the automatic compliance review system. This feature 

leverages automation and advanced algorithms to thoroughly review financial transactions, documents, and 

activities, ensuring adherence to relevant regulations and policies. By flagging potential compliance issues, 

suspicious transactions, or deviations from established rules, financial institutions can efficiently identify and 

address compliance risks. Moreover, FECI systems include the automatic risk analysis and risk exposures system. 

This feature focuses on analyzing a wide range of risks faced by financial institutions, such as credit risk, market 

risk, operational risk, and regulatory risk. By utilizing sophisticated algorithms and evaluating data from multiple 

sources, the system identifies potential risk factors and provides insights into risk exposures. This enables 

institutions to proactively manage and mitigate risks through informed decision-making. 

Silicon Valley Bank’s failure emphasizes the crucial role that FECI systems play in maintaining regulatory 

compliance and managing associated risks. Had the bank implemented such a system, it could have automated 

compliance reviews, thereby minimizing the likelihood of non-compliance. Additionally, the risk analysis 

component of FECI systems would have enabled the bank to identify potential risks, such as engaging in 

business transactions with high-risk entities, and take appropriate measures to mitigate those risks. Another 

example of a regulatory breach that resulted in financial risks is the case of Wells Fargo, where the bank was 

found to have opened millions of unauthorized customer accounts without their knowledge or consent. This 
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resulted in regulatory fines and damage to the bank’s reputation, leading to a decline in the bank’s stock value. 

By leveraging FECI systems, financial institutions can enhance their regulatory compliance efforts, mitigate 

risks, and ensure a secure and compliant financial environment. These systems offer a proactive approach to 

managing compliance and risks, enabling institutions to adapt to evolving regulations, market conditions, and 

risk landscapes effectively. 

2. Guiding Principles 

In order to ensure strict adherence to internal control requirements and mitigate potential operational risks, 

commercial banks need to establish their internal control systems based on a set of guiding principles. 

 A robust system security policy is essential. Commercial banks must adopt measures that guarantee the 

absolute safety of their systems. This includes centralizing the management of user roles and 

permissions, creating a unified approach to access control. Moreover, the implementation of restricted 

operational modes and hierarchical control systems enhances the security of all business and financial 

transactions, prioritizing the protection of sensitive information. 

 The risk management and warning systems in banks are developed independently by different 

departments, which is inefficient and unable to detect risk transmission between departments. It is 

imperative to have an intelligent risk early warning system with cross-departmental alert capabilities, 

forming an “end-to-end” model. 

 A data lake can serve as a centralized repository for a commercial bank’s data, enabling intelligent risk 

management and avoiding data gaps. It offers a comprehensive view of data, facilitates analysis across 

departments, integrates diverse data sources, and ensures compliance. By leveraging a data lake, the 

bank can make informed decisions and proactively address risks. 

 Simplicity and practicality in system design are also vital considerations. When developing and 

applying the system, it is crucial to focus on high-quality, efficient, and user-friendly business 

operations. After the system goes live, operational processes can be optimized, resulting in increased 

efficiency in processing complex information. This optimization minimizes resource requirements, 

reduces labor costs, and improves overall control management and compliance operations. Ultimately, 

these efforts ensure that the system effectively meets the diverse needs of users. 

 System operation should be characterized by independence and strong compatibility. The system needs 

to demonstrate both autonomy and seamless integration with other business systems within the 

commercial bank. This capability enables the independent maintenance and processing of customer 

information data while facilitating information sharing across various management levels. By fostering 

efficient collaboration, these features enhance the overall effectiveness and utility of the system. 

By adhering to these guiding principles, commercial banks can establish a solid foundation for the 

implementation of AI-based compliance automation, enabling them to effectively navigate complex regulatory 

environments and ensure robust risk management practices. 

3. Recent Developments 

Based on a comprehensive literature review, surveys, and research studies, it is evident that the future of banking 

lies in the implementation of continuous risk management frameworks, leveraging artificial intelligence to 

enable cognitive process automation. According to Vishnu (2016), the integration of traditional Robotic Process 

Automation (RPA) techniques with various cognitive technologies has the potential to significantly reduce the 

number of Full-Time Equivalents (FTEs) required to carry out processes, with estimates suggesting a reduction 

of nearly 60% (Banking Fintech, 2016). During their interviews with senior managers, a common perspective 

emerged regarding the goal of automation: cost reduction and minimizing the number of FTEs across different 

functional areas. The emphasis on automation was consistently linked to the desire to optimize operational 

efficiency and achieve cost savings within the banking industry. 

The rise of automation and artificial intelligence in the financial services industry has raised concerns about the 

potential obsolescence of jobs and the loss of personal touch in banking. As noted by Kaw (2014), the 

prominence of technology is growing while the human element becomes less prevalent. However, in the realm of 

Compliance Automation, there is an opportunity to leverage data analytics to mitigate risks, ensure compliance, 

and enhance the value of information systems. Compliance and regulation play distinct roles in the banking 

sector, and regulatory developments are placing increasing importance on compliance practices. To add value 

and meet compliance standards, banks must embrace automation. This shift is particularly relevant as new 

technologies such as new payment methods, open API’s, big data, the internet of things, and security pose 



http://iref.julypress.com International Research in Economics and Finance Vol. 7, No. 1; 2023 

15 

 

challenges and opportunities for IT audit. Within Commercial bank field, both senior management and users 

share similar perspectives regarding the potential benefits of automation in auditing and compliance practices. 

However, it is crucial to implement optimal strategies to avoid duplications in systems, data storage, 

documentation, and processes. Nowadays senior managements at worldwide banks recognize the significance of 

automation as a key driver for future success. It is clear that automation holds a prominent position on the 

organization’s agenda, acknowledging its potential to enhance auditing and compliance practices. 

Banking Fintech (2016) emphasizes the crucial role of regulation in shaping the adoption of artificial intelligence 

(AI) in the banking industry. The rising sophistication of tech-savvy criminals and the fast-paced, 

multi-jurisdictional nature of commercial environments pose increasing risks that outdated technology solutions 

struggle to effectively manage in the present day. Recognizing this, commercial banks must embrace the 

potential of AI to enhance their oversight capabilities and effectively address these challenges. By leveraging AI, 

commercial banks can improve their ability to monitor themselves, ensuring compliance, detecting financial 

crimes, and safeguarding the integrity of the financial system. It is also crucial for regulators to strike a balance 

between fostering innovation and managing the risks associated with AI adoption, ultimately creating an 

environment that encourages responsible implementation and benefits both the industry and its stakeholders. 

4. Start Afresh 

In today’s complex financial landscape, financial institutions prioritize regulatory compliance and risk 

management. Failure to comply with regulations can lead to severe financial penalties and reputational damage, 

while inadequate risk management can result in financial losses and instability. The absence of standardized 

central control and the disparate approaches taken by individual departments in constructing risk management 

systems may hinder their adaptability to the evolving landscape of this era. To address these challenges, financial 

institutions are increasingly adopting Artificial Intelligence (AI) and Financial Enterprise Control Intelligence 

(FECI) systems. 

FECI systems, powered by advanced AI analytics, machine learning, and automation, play a crucial role in 

ensuring compliance and managing risks. These AI-driven systems can analyze vast volumes of data with high 

accuracy, minimizing the likelihood of errors or omissions in compliance and risk management processes. By 

automating compliance reviews and risk analyses, FECI systems powered by AI help financial institutions 

reduce the chances of compliance issues and potential risks. Moreover, they enhance operational efficiency and 

provide a competitive advantage in the marketplace. 

As regulatory requirements continue to evolve and risks become more complex, AI-driven FECI systems offer 

financial institutions the necessary tools to proactively stay ahead of the curve. Leveraging AI technologies, 

these systems enable institutions to navigate the dynamic financial landscape successfully. By analyzing vast 

amounts of real-time data using AI algorithms, FECI systems powered by AI help institutions identify and 

address potential issues before they escalate, ensuring a proactive and strategic approach to compliance and risk 

management. 
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