THE THEORY AND PRACTICE
OF REGULATORY COMPLIANGE

Building a Resilient Organizational Culture
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Penn State University, September 2023
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THE INTERSECTION OF OBLIGATION AND ETHICS

Compliance
Overlap
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L ETHICAL

| Regulatory compliance is
| the active alignment of
| policies, procedures, and

1 responsibilities to
| stakeholders, customers,

FINANCIAL - ' OPERATIONAL

practices with legal
frameworks. It is not
merely rule-following; it is
the comprehensive
fulfillment of

and the public.
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TEN ELEMENTS OF THE
COMPLIANCE FRAMEWORK LEGAL ENVIRONMENT: RISK MANAGEMENT:
Rooted in laws and Proactive identification
standards. of exposure.
POLICIES & PROCEDURES: INTERNAL CONTROLS: TRAINING:
Clear documentation Systems to monitor Educating on obligations
to guide adherence. and mitigate risk. and ethics.
| MONITORING & AUDITING: REPORTING: CULTURE:
| Regular assessment of Accurate documentation Compliance embedded in
| effectiveness. of actions taken. the organizational DNA.
ACCOUNTABILITY: CONTINUOUS =
Enforcement mechanisms LﬂPRQVEMENT: : ::
and discipline. 4pling to evelying | E-
regulations. PROIECT: CDRPORATE GOVERNANCE E
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FROM RULEBOOK TO DNA &

THE NEW WAY

e Compliance as a set of rules. e Compliance as a cultural mindset.
* Reactive. : - * Proactive.
e Check-the-box mentality. e [ntegrity and ethics embedded

—63— in the organizational DNA.
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" PILLAR I: LEGAL & ETHICAL INTEGRITY (B

organizations to
operate within
boundaries set by

governing bodies

m g/f—‘ _H{f tjﬂ) s i

! stakeholders.

1] RESEARCH &—“% IDENTIFY % PROGRAM __U% REl'jULNT[lRYP—LI i
ANALYSIS OBLIGATIONS DEVELOPMENT ‘ ENGAGEMENT
= = |
Examine frameworks, Determine specific Tailor policies to Maintain open PROJECT:
guidance documents, requiren:nents basler.:l align :with legal mmmunica‘ﬂ_ﬂn with CORPORATE
and precedents on operational activity requirements. authorities. COVERNANCE
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 PILLAR Il: SAFEGUARDING
THE PUBLIC INTEREST

Prevents fraud, deception,
and unfair pricing.

v
CONSUMER PROTECTION. 4 E %
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MARKET INTEGRITY.

Prohibits anti-competitive
behavior and insider trading.

Regulatory bodies establish rules to create a level playing field, promote transparency,
and protect the well-being of consumers.

v
PUBLIC HEALTH & SAFETY.

Ensures quality standards
to remove risk.

DATA PRIVACY.

Adherence to frameworks like
GDPR to protect personal information.
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PILLAR 111: FINANCIAL STABILITY &

& SYSTEMIC RISK

SYSTEMIC RISK MITIGATION:
Preventing the domino effect

of failures.,

PRUDENTIAL REGULATION:
Capital adequacy and
liquidity requirements.
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TRANSPARENCY:
Timely disclosure of
financial health.

CONSUMER FINANCIAL
PROTECTION: Regulations
against predatory lending.
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PILLAR IV: PRESERVING THE
COMPETITIVE ENVIRONMENT

ANTI-TRUST LAWS:
Preventing monopolies,
cartels, and price-fixing.

;.
MARKET ENTRY & EXIT:
Reducing barriers to
entry; allowing exit.
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INNOVATION:
Fair competition
fosters efficiency.
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GLOBAL COOPERATION:
Harmonizing standards
across borders.
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THE CURRENCY OF GREDIBILITY

H TRANSPARENCY:
. Clear communication of rules.

.

COOPERATION: CONSISTENCY:
Stakeholder engagement Uniform enforcement
and voluntary compliance. without favoritism.

ACCOUNTABILITY: % P ACCOUNTABILITY:
Justifying actions and Justifying actions and

allowing recourse. allowing recourse.
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THE CASCADING COST OF
NON-COMPLIANGE

viotaTion 48

FINANCIAL

REPUTATIONAL
(Loss of Trust)

OPERATIONAL

(License Revocation)

(Fines & Penalties)

LEGAL

(Lawsuits & Charges)

Non-compliance results in more than
just fines; it leads to increased
scrutiny, disruption of operations,
and long-lasting reputational harm.
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FRAMEWORKS FOR

IMPLEMENTATION CMS

(COMPLLIANCE MANAGEMENT
SYSTEM)

Tech Stack ——
FEDERAL SENTENCING
GUIDELINES (FSG)

IS0 19600

(Compliance Standards)
~ £0SO FRAMEWORK

COSO FRAMEWORK

~ (Internal Controls)
(Internal Controls) |

PRINCIPLE-BASED APPROACH —
(Ethical Conduct)

PROIECT:

CORPORATE GOVERNANCE

DRAWING NO: DATE: STATUS:

009 0CT 26, 2024 | APPROVED




THE ROLE OF TECHNOLOGY

AUTOMATION:

Streamlining data collection
and reporting workflows.

SURVEILLANCE: —
Real-time monitoring to

detect fraud or manipulation.

E-LEARNING:
Interactive training modules.

AUDIT TRAILS:
Digital storage for
secure documentation.

RISK ANALYTICS:
|dentifying patterns
to prioritize risks.
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THE CYCLE OF CONTINUQUS
IMPROVEMENT

ASSESS
(Internal Audits)

OPTIMIZE
(Refine Controls)

Compliance programs must be dynamic. Organizations must strive
for excellence by learning from the past and adapting to the future.

ADAPT

(Evolving Regulations)

— LEARN
(Incident Analysis)
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THE STRATEGIC VALUE ——e O

+1 RISK MITIGATION: \
Minimizing legal, financial, and | |
operational exposure. xﬁ

/ REPUTATION & TRUST: H
Demonstrating commitmentto |
ethical standards. \

/1 GLOBAL ACCESS: \

— Navigating complex jurisdictions | |
to facilitate trade. N\

/| SUSTAINABILITY: \
- Fostering responsible conduct -_-
for long-term viability. )f
N R RN ‘“x“.m,ﬁ;-x&“;
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THEORY AND PRACTICE %

“By understanding the theory of g
regulatory compliance, organizations {@}
ol establish a solid foundation for
Pt
i. effectlve management, minimized risk,
"> and upheld ethical standards.”
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