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A sustainable approach to Regulatory 
Compliance Transformation

The pace and complexity of regulatory change, coupled with the increase in regulatory scrutiny 
and enforcement action by relevant authorities, continues to make compliance a top concern 
for the board. 

Compliance accountability starts with a strong compliance culture with tone at the top, and 
reaches across the 3 Lines of Defence.
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The 3 Lines of Defence are:
1. Business that is responsible for the 

design and execution of controls
2. Compliance that oversees/ 

implements the programme to 
advise, challenge and assess 
compliance

3. Internal audit that provides the 
independent assurance of the 1st 
and 2nd lines

KPMG believes a Compliance 
Transformation framework, that 
includes 8 key elements that drive 
Prevention, Detection and 
Response with governance at the 
core, is key to enhancing 
compliance. 
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What are the attributes of a ‘good culture’?

How can the board be more proactive in this area?

Confirm that management …

 Establishes the right compliance culture and 
expresses a strong tone at the top 

 Actively models and communicates a culture of 
compliance with adequate authority and 
accountability

 Stays up to date on the latest legislative and regulatory 
changes and emerging risk 

 Understands the board’s involvement for holding 
management accountable for driving effective 
compliance policies

 Understands the implications and ensures that the 
company adjusts to comply with new regulations 
and heightened industry expectations 

 Benchmarks against competitors to enhance the 
company’s compliance strategies 

 Receives regular and meaningful reports to 
understand the state of compliance

 Understands how complaints, litigation and other 
indicators of increasing regulatory risk are 
identified, tracked and trended

 Requires that third parties providing services to the 
company do so in compliance with applicable 
regulations

Confirm that the board …

 Understands the key regulatory compliance 
risks facing the company

 Defines the role of the board and board 
committees in oversight of regulatory 
compliance

 Has the information needed to do the job, and 
exercises healthy scepticism in its oversight

 Monitors the company’s compliance 
capabilities – framework, organisational 
structure, resources, talent

 Understands if and how company culture and 
compensation incentives are creating or 
reducing risk

 Requires independent assurance of compliance 
as appropriate

 Holds business leaders accountable for 
regulatory compliance as well as business growth

 Establishes a strong tone at the top

Effective challenge –
Decision-making 
considers a range of 
views, practices are 
tested, and open 
discussion is 
encouraged

4

Incentives – Financial 
and non-financial 
compensation 
available to all levels 
of employees 
rewards behaviours 
that support the core 
values and 
expectations 

5

Focus on the 
‘customer’ – Doing 
what is ‘right’ (i.e. 
right price, right 
allocation, equal 
treatment) and 
keeping the 
customer’s best 
interests at the heart 
of the business 
model

1

Tone from the top –
The board and senior 
management set the 
core values and 
expectations for the 
firm and their 
behaviour is 
consistent with those 
values and 
expectations

2

Accountability – All 
employees know the 
core values and 
expectations as well 
as that consequences 
for failure to uphold 
them will be enforced

3

A ‘good culture’ is marked by specific values – integrity, trust and respect for the law – carried out with the 
spirit of a fiduciary-type duty towards customers and a moral obligation towards market integrity. It 
fosters an environment conducive to timely recognition, escalation, and control of emerging risks and risk-taking 
activities that are beyond a firm’s risk appetite statement. A culture is influenced by multiple facets, though 
indicators of a ‘good culture’ include:
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