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Executive Summary
Compliance teams have never been 
busier. Over the past decade, regulatory 
requirements have grown exponentially. 
Global regulators issued more than  
56,000 regulatory updates in 2019,  
up from 10,075 in 2009, according  
to Thomson Reuters data.  

From stricter data and privacy legislation, such as the 
General Data Protection Regulation (GDPR) and the 
California Consumer Privacy Act (CCPA), to sprawling 
ƮQDQFLDO�UXOHV��VXFK�DV�WKH�86�'RGG�)UDQN�$FW�DQG�
Europe’s MIFID II law, the volume, pace and complexity 
of change continues to accelerate. Over the next few 
years compliance teams have to grapple with the 
potential regulatory implications from Brexit, the LIBOR 
transition and Initial Margin Phase 5.

This survey of more than 200 compliance and legal 
SURIHVVLRQDOV�LQ�WKH�86�DQG�WKH�8.�UHYHDOV�WKH�
challenges corporations face when preparing for and 
responding to multiple regulatory changes, and the 
impact that is having on their businesses.

:LWK�WKH�SHQDOWLHV�IRU�QRQ�FRPSOLDQFH�ULVLQJtIURP�
KHIW\�ƮQHV�DQG�OHJDO�FRVWV��WR�WKH�ULVNV�RI�UHSXWDWLRQDO�
GDPDJHtWKH�QHHG�IRU�FRPSDQLHV�WR�VWD\�RQ�WKH�IURQW�
foot with their regulatory readiness strategies has 
never been more critical.

Now, with the increase of technology and automation, 
and the growth in resourcing solutions to help 
corporations prepare for regulatory events, there is 
no shortage of support for businesses to proactively 
achieve and maintain compliance.

of corporations completely agree that they 
have the resources and budget to adequately 
achieve and maintain compliance, WHILE 

RI�ODZ�ƬUP�SURIHVVLRQDOV completely agree 
WKDW�WKHLU�ƮUP�KDV�WKH�LQWHUQDO�UHVRXUFHV�WR�
help multiple clients with regulatory change 
simultaneously

of corporations say they are not fully 
compliant with the California Consumer 
Privacy Act, WHILE 

of corporations say they are not fully 
compliant with the General Data Protection 
Regulation

of corporations say they wait until six months 
or less before any given regulatory event 
before seeking external legal advice 

RI�ODZ�ƬUPV say they are under client cost 
pressures when delivering legal solutions and 
services in support of regulatory change

RI�ODZ�ƬUPV respond to those pressures by 
either using alternative legal service providers 
RU�UHO\LQJ�RQ�WKHLU�RƬVKRUH�FDSWLYH�RSHUDWLRQV

of corporations agree that responding 
to regulatory change creates operational 
pressures for their business

of corporations agree that responding to 
regulatory change increases their business’s 
ULVN�SURƮOH

of corporations agree that increased 
regulation is having a negative impact on 
SURƮWDELOLW\�DQG�JURZWK

of corporations say their biggest challenge 
when responding to regulatory change is 
QRW�KDYLQJ�HQRXJK�LQWHUQDO�VWDƬ�WR�KHOS�
support, followed by not enough investment in 
technology (21%) and disruption to business-
as-usual activities (14%)

KEY FINDINGS

35%

37%

41%

38%

51%

62%

82%

68%

69%

27%

41%



INTEGREON REGULATORY READINESS REPORT 2020    |      PAGE 3WWW.INTEGREON.COM

46% 
UK 

LOCATION

54% 
US 

INDUSTRY
13%
Banking

36%
Financial 
Services

13%
Tech

20%
Other 
Industries

11%
Asset 
Management 

7%
Insurance 

JOB ROLES

15%
Vice
President

25%
Director

13%
Senior
Director

6%
Chief or Head 
of Compliance 

41%
Manager

47% 
UK 

LOCATION

53% 
US 

LAW FIRM SIZE
(by revenue)

25%
$200m-$300m 51%

$301m-$450m

51%
$305m-$450m

22%
$451m-$800m

2%
$801m+

JOB ROLES

23%
Partner

26%
Practice 
Group
Head

32%
Counsel

19%
Senior 
Associate

107 Compliance Professionals

123 Legal Professionals

Methodology
Integreon partnered with Pensar Media 
to survey more than 200 compliance 
DQG�OHJDO�SURIHVVLRQDOV�LQ�WKH�86�
DQG�WKH�8.�WR�EHWWHU�XQGHUVWDQG�
how corporations are preparing 
for regulatory events, how they are 
planning for regulatory change, and 
the organizational impact of increased 
DQG�RQJRLQJ�UHJXODWLRQ��7KH�ƮHOGZRUN�
ZDV�FRQGXFWHG�LQ�-XQH�������6HH�
FKDUWV�IRU�D�EUHDNGRZQ�RI�WKH�VXUYH\�
respondents.

Riding out the regulatory storm
The pace of regulatory change that companies and law 
ƮUPV�KDYH�WR�GHDO�ZLWK�VKRZV�QR�VLJQV�RI�DEDWLQJ��,Q�WKH�
ODVW�IHZ�\HDUV��KXJH�XQGHUWDNLQJV�VXFK�DV�*'35�LQ�WKH�
(XURSHDQ�8QLRQ��DQG�&&3$�LQ�WKH�86��KDYH�EHHQ�LPSRVHG�
upon companies across a diverse range of industries. Financial 
LQVWLWXWLRQV��IURP�EDQNV�WR�DVVHW�PDQDJHUV��DUH�KDYLQJ�WR�
prepare for even more regulatory events on the horizon.

Alarmingly, only 35% of corporations are completely 
FRQƮGHQW�WKDW�WKH\�KDYH�WKH�UHVRXUFHV�DQG�EXGJHW�WR�
adequately achieve and maintain compliance, according 
WR�WKH�VXUYH\�GDWD��$QG�MXVW�����RI�ODZ�ƮUP�SURIHVVLRQDOV�
DUH�FRPSOHWHO\�FRQƮGHQW�WKDW�WKHLU�ƮUP�KDV�WKH�LQWHUQDO�
resources needed to help multiple clients respond to 
regulatory change.

This matters because not only has the volume and 
complexity of regulatory changes increased, the penalties 
IRU�QRQ�FRPSOLDQFH�FDQ�EH�VHYHUH��*'35�ƮQHV��IRU�
instance, can be as much as €20 million or 4% of annual 
JOREDO�WXUQRYHUtZKLFKHYHU�LV�JUHDWHU�
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“Over the last 10 years we’ve seen much more aggressive 
enforcement of regulatory requirements and more of a 
focus on individual accountability,” says Rosemarie Paul, 
a partner at Ropes & Gray. “It’s important that clients 
XQGHUVWDQG�ZKDW�UHJXODWRUV�DUH�SULRULWL]LQJ�DQG�ZKDW�ƮUPV�
QHHG�WR�FDUH�DERXW�VR�WKLQJV�GRQoW�FRPH�DV�D�VKRFN�q

&RPSOLDQFH�SURIHVVLRQDOV�LQ�WKH�86�UDQN�*'35�DV�WKH�
most important regulatory event they currently have to 
comply with, followed by Initial Margin Phase 5 (IM5) and 
WKH�WUDQVLWLRQ�DZD\�IURP�/,%25��,Q�WKH�8.��E\�FRQWUDVW��
FRPSOLDQFH�SURIHVVLRQDOV�UDQNHG�*'35�DV�WKHLU�PRVW�
important event, followed by Brexit and IM5. 

p*'35�ZDV�DQG�FRQWLQXHV�WR�EH�D�VLJQLƮFDQW�LVVXH�VLPSO\�
because of the amount of extra teeth that the regulation 
has and the changes that GDPR has made to the way 
WKDW�ƮUPV�KDYH�WR�GHDO�ZLWK�FXVWRPHU�GDWD�q�VD\V�5RE�
'HGPDQ��D�SDUWQHU�DW�.LQJ�	�6SDOGLQJ�DQG�WKH�IRUPHU�+HDG�
RI�(QIRUFHPHQW�DW�WKH�%DQN�RI�(QJODQG��p7KDW�KLWV�ƮUPV�DOO�
over the place in terms of not only the core parts of their 
business, but in other parts too.”

7KH�/,%25�WUDQVLWLRQtZKHUH�FRUSRUDWLRQV�KDYH�WR�UHSDSHU�
contracts referencing LIBOR and replace it with a new 
EHQFKPDUN�UDWH�E\�����tLV�DOVR�KDYLQJ�DQ�LPSDFW�RQ�FHUWDLQ�
businesses.

“It’s entirely driven by the extent to which they rely on 
LIBOR in order to calculate the revenue they get from 
contracts, or the interest they are due to pay,” says 
'HGPDQ��p,I�D�ƮUP�KDV�D�ODUJH�QXPEHU�RI�FRQWUDFWV�
involving LIBOR as the reference rate, then there will be a 
proportionately larger impact on it in terms of unwinding 
those arrangements. The larger and more international the 
ƮUP�LV��WKH�PRUH�FRPSOH[�WKDW�SURFHVV�LV�OLNHO\�WR�EH�q

Just over half of corporations (51%) believe they are well 
prepared for the LIBOR transition and Brexit (56%), while 
only 43% believe they are ready for IM5. Even once new 
regulations are in force, some companies say they are 
struggling to meet the requirements. Around four in 10 
corporations said they are not yet fully compliant with 
CCPA (41%) and GDPR (38%), despite the latter coming 
into force more than two years ago.

In a majority of those cases, compliance professionals 
said the main reason their corporations are not yet fully 

compliant or well prepared is because they have delayed 
IROORZLQJ�RU�VHHNLQJ�DGYLFH�EHFDXVH�RI�EXGJHW�FRQVWUDLQWV�

$QRWKHU�IUHTXHQW�UHDVRQ��KRZHYHU��LV�VLPSO\�D�ODFN�RI�
resources.

“Often delays arise because companies have to grapple 
ZLWK�ELJJHU�LVVXHV�WKDW�DUH�EDNHG�LQWR�WKRVH�FRPSOLDQFH�
FKDQJHV��DQG�GHDOLQJ�ZLWK�WKHP�MXVW�WDNHV�WLPH�q�VD\V�
'HGPDQ��p6RPH�RI�WKDW�PLJKW�EH�GRZQ�WR�WKH�FRPSOH[LW\�
of their business models or structures, or the need for IT 
system change, but some of it might just be down to the 
sheer pace and weight of regulatory change. There’s always 
D�OLPLW�WR�WKH�EDQGZLGWK�WKDW�ƮUPV�KDYH�WR�GHDO�ZLWK�FKDQJHV��
VR�LWoV�TXLWH�HDV\�IRU�WLPHVFDOHV�WR�JHW�NQRFNHG�RXW�q

The regulatory process can also be a challenge for 
corporations because they often have to start planning for 
QHZ�UXOHV�EHIRUH�WKH\�DUH�ƮQDOL]HG��7DNH�WKH�/,%25�WUDQVLWLRQ��
)LQDQFLDO�LQVWLWXWLRQV�NQHZ�WKDW�/,%25�ZRXOG�EH�SKDVHG�RXW��
EXW�WKH\�GLGQoW�LPPHGLDWHO\�NQRZ�ZKDW�ZRXOG�UHSODFH�LW�

p0RVW�UHJXODWRU\�FKDQJH�LV�OLNH�D�MLJVDZ�SX]]OH��EXW�ZKHQ�\RX�
VWDUW�QRW�RQO\�GR�\RX�QRW�NQRZ�ZKDW�WKH�SLFWXUH�ZLOO�ORRN�OLNH�LQ�
WKH�HQG��\RX�SUREDEO\�GRQoW�KDYH�DOO�WKH�SLHFHV�q�VD\V�WKH�+HDG�
of Regulatory Development at a global asset management 
ƮUP�ZLWK�DURXQG�~����ELOOLRQ�RI�DVVHWV�XQGHU�PDQDJHPHQW��
“With LIBOR we had to get our project up and running without 
the complete set of information. It’s a substantive change, it’s 
highly complicated and it’s not driven by legislation, so we’ve 
had to wait and rely on industry guidance to ensure we’re 
aligned with what the industry is doing.”

Brexit has also caused similar issues given the amount of 
XQFHUWDLQW\�UHJDUGLQJ�WKH�8.oV�IXWXUH�UHODWLRQVKLS�ZLWK�WKH�
(XURSHDQ�8QLRQ��

“Most regulatory change is like a 
jigsaw puzzle, but when you start 
not only do you not know what the 
picture will look like in the end, you 
probably don’t have all the pieces.” 
— Head of Regulatory Development,   
    global asset management firm
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p%UH[LW�KDV�EHHQ�D�NH\�IRFXV�IRU�FOLHQWV��DQG�ZKLOH�LWoV�QRW�
technically a regulatory change, it does surface many 
GLƬHUHQW�WKLQJV�WKDW�FOLHQWV�QHHG�WR�EH�WKLQNLQJ�DERXW��VXFK�
as how they operate their business and how they structure 
their products,” says Eve Ellis, a partner in Ropes & Gray’s 
asset management group. “For small and medium sized 
asset managers, that’s a big challenge because they have 
to decide how much to invest in contingency planning 
when it may not be necessary.”

Strategic approach
Companies that are well prepared for regulatory change 
XVXDOO\�VKDUH�RQH�NH\�FRPPRQDOLW\tKDYLQJ�D�GHWDLOHG�
regulatory readiness strategy in place. While roughly four 
RXW�RI�HYHU\�ƮYH�FRPSOLDQFH�SURIHVVLRQDOV�VXUYH\HG�VDLG�
their corporations have a strategy in place to address new 
and upcoming regulatory requirements, they are not always 
FRQƮGHQW�WKH\�KDYH�WKH�UHVRXUFHV�QHFHVVDU\�WR�H[HFXWH�
WKDW�VWUDWHJ\�HƬHFWLYHO\��&RUSRUDWLRQV�ZLWKRXW�DQ�HƬHFWLYH�
VWUDWHJ\�UXQ�WKH�ULVN�RI�PLVVLQJ�FRPSOLDQFH�GHDGOLQHV�DQG�
exposing themselves to potential enforcement penalties.

When preparing for regulatory change, a third of 
FRPSOLDQFH�SURIHVVLRQDOV�VDLG�WKH\�ZRXOG�ƮUVW�WXUQ�WR�WKHLU�
LQ�KRXVH�OHJDO�WHDP�IRU�VXSSRUW��ZKLOH�URXJKO\�D�ƮIWK�VDLG�
their second most important resource for dealing with 
regulatory changes are alternative legal service providers 
DQG�VSHFLDOLVW�UHJXODWRU\�DQG�FRPSOLDQFH�ƮUPV��6RPH�
����RI�UHVSRQGHQWV�VDLG�WKH\�ZRXOG�PDNH�H[WHUQDO�OHJDO�
counsel their second port of call.

&RPSOLDQFH�SURIHVVLRQDOV�LQ�WKH�8.�DQG�WKH�86�VDLG�WKH�
NH\�VXSSRUW�WKH\�DUH�ORRNLQJ�IRU�IURP�H[WHUQDO�FRXQVHO�
is tailored advice, followed by proactive advice and then 
help with devising a regulatory readiness strategy. But 
corporations are not always getting exactly what they 
need. Legal professionals surveyed for the report said the 
PRVW�HƬHFWLYH�ZD\V�WKH\�FDQ�KHOS�FRPSDQLHV�SUHSDUH�IRU�
UHJXODWRU\�FKDQJHV�DUH�WKURXJK�LQ�KRXVH�WUDLQLQJ��IROORZHG�
by tailored and then proactive advice. That highlights a 
QHHG�IRU�ODZ�ƮUPV�WR�SULRULWL]H�PRUH�RQ�SURYLGLQJ�JXLGDQFH�
and direction on strategy for clients.

6R�ZKDW�GRHV�D�JRRG�UHJXODWRU\�UHDGLQHVV�VWUDWHJ\�ORRN�OLNH"

p7KH�DUW�DQG�WKH�NH\�WULFN�KHUH�LV�WR�SUHSDUH�DV�HDUO\�DV�
possible,” says the head of regulatory development at a 
JOREDO�DVVHW�PDQDJHPHQW�ƮUP��p<RX�QHHG�WR�HQJDJH�HDUO\��
understand the legislative process, and then you have to 
VWDUW�RSHUDWLRQDOL]LQJ�LW��:KDW�DUH�WKH�NH\�LPSDFWV"�:KR�
LV�LPSDFWHG"�:KDW�DUH�WKH�VROXWLRQV"�%HFDXVH�UHJXODWRU\�
change is constant, we have outsourced our project 
PDQDJHPHQW�RƱFH�WR�D�SURIHVVLRQDO�VHUYLFHV�ƮUP�q

*LXVHSSH�'o$JRVWLQR��FR�KHDG�RI�%LUG�	�%LUGoV�LQWHUQDWLRQDO�
ƮQDQFH�DQG�ƮQDQFLDO�UHJXODWLRQ�SUDFWLFH��VD\V�LQ�RUGHU�WR�
shape existing internal processes to regulatory changes, 
as well as designing new ones, it is vital that corporations 
have a deep understanding of the proposed changes and 
can map out how those rules will interact with the way their 
business operates.

“Keeping on top of all the regulatory 
change is massively challenging for 
firms; the regulatory handbook is 
incredibly complex now.”  
—Rosemarie Paul, partner, Ropes & Gray
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Does your corporation have a strategy 
in place to address new and upcoming 
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What are the biggest challenges your 
corporation faces when responding to 
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p7KLV�DFWLYLW\�LV�D�NH\�VWHS�IRU�D�ƮUVW�DVVHVVPHQW�RI�
consistency and quality of the new rules, allowing to gauge 
their concrete impact on the business model in terms of 
ERWK�PLWLJDWLRQ�RI�EXVLQHVV�ULVN�DQG�HQG�XVHUVo�ZHOIDUH�q�
says D’Agostino.

1LFN�/HH��KHDG�RI�UHJXODWRU\�DƬDLUV�DW�2DN1RUWK�%DQN�LQ�WKH�
8.��VD\V�KLV�FRUSRUDWLRQ�SUHSDUHV�IRU�UHJXODWRU\�FKDQJH�
by encouraging its subject matter experts to engage with 
discussion and consultation papers published by the 
regulators in order to try and help shape the policy in a way 
WKDW�ZRXOG�EH�EHQHƮFLDO�WR�WKH�EDQN�DQG�LWV�FOLHQWV��2QFH�
that consultation period is over, depending on the scale of 
the project, they would typically set up a project team and a 
ZRUNLQJ�JURXS�WR�PDQDJH�DQ\�UHVXOWLQJ�UHJXODWRU\�FKDQJH�

p,I�\RX�WDNH�/,%25�IRU�H[DPSOH��RXU�FRPSDQ\�VHFUHWDU\�
LV�UXQQLQJ�WKDW�SURMHFW��EXW�WKH�ZRUNLQJ�JURXS�LV�D�
multifaceted team across all parts of the business that 
the move away from LIBOR could impact,” says Lee. “For 
XV�WKDWoV�ƮQDQFH��LWoV�WUDQVDFWLRQ�H[HFXWLRQ��LWoV�RXU�GHEW�
ƮQDQFH�FROOHDJXHV��LWoV�RXU�FUHGLW�FROOHDJXHV��DQG�ZH�FRPH�
WRJHWKHU�WR�ZRUN�WKURXJK�WKH�FKDOOHQJHV�RI�WKDW�UHJXODWRU\�
change and to implement the change on the business.”

Compliance professionals say the main challenges they 
face when planning for and responding to regulatory 
change typically revolve around resourcing. First, not 
KDYLQJ�HQRXJK�LQWHUQDO�VWDƬ�WR�KHOS�VXSSRUW�WKRVH�
changes, and second, not investing enough in technology. 
7KH�WKLUG�ELJJHVW�FKDOOHQJH�LV�GLVUXSWLRQ�WR�EXVLQHVV�DV�
usual activities.

p.HHSLQJ�RQ�WRS�RI�DOO�WKH�UHJXODWRU\�FKDQJH�LV�PDVVLYHO\�
FKDOOHQJLQJ�IRU�ƮUPV��WKH�UHJXODWRU\�KDQGERRN�LV�LQFUHGLEO\�
complex now,” says Paul at Ropes & Gray. “The upside 
is you get a lot of material and updates coming from the 

regulator, so you have more information, but the downside 
LV�\RXoYH�JRW�WR�SURFHVV�WKDW��)RU�VPDOOHU�ƮUPV�WKH�VKHHU�
YROXPH�RI�PDWHULDO�FDQ�EH�RYHUZKHOPLQJ�DQG�LWoV�GLƱFXOW�WR�
prioritize what you should be focusing on.”

Another issue compliance teams often come up against 
when implementing new rules is that they can often be 
written in a way that creates ambiguity about how they 
should be applied.

“There are times when we have to interpret the rules and 
ZH�KDYH�WR�WKLQN�DERXW�KRZ�ZH�DSSO\�WKLV�LQ�SUDFWLFH��DQG�
WKDWoV�YHU\�GLƱFXOW�EHFDXVH�WR�SURJUHVV�\RX�KDYH�WR�PDNH�
a series of judgment calls,” says another compliance team 
PHPEHU�DW�WKH�JOREDO�DVVHW�PDQDJHPHQW�ƮUP��p,I�\RXoUH�
dealing with a technical point, there is no answer out 
WKHUHtLW�GRHVQoW�H[LVWtVR�KDYLQJ�WR�LQWHUSUHW�WKH�UXOHV�LV�D�
very common challenge with regulatory change.”

While early engagement with regulatory change can help 
smooth the change management process, the survey 
VKRZV�WKDW�FRUSRUDWLRQV�DUH�QRW�DOZD\V�VHHNLQJ�H[WHUQDO�
OHJDO�VXSSRUW�XQWLO�PXFK�ODWHU��6RPH�����RI�FRUSRUDWLRQV�
say they wait until just six months or less before any given 
UHJXODWRU\�HYHQW�EHIRUH�VHHNLQJ�H[WHUQDO�DGYLFH��ZLWK�����
RI�WKRVH�VHHNLQJ�DGYLFH�LQ�WKH�ƮQDO�WKUHH�PRQWKV�EHIRUH�WKH�
UHJXODWLRQ�FRPHV�LQWR�IRUFH��/DZ�ƮUPV�WKHPVHOYHV�VD\�WKDW�
trend is even more pronounced, with 43% of their clients 
OHDYLQJ�LW�XQWLO�WKH�ƮQDO�WKUHH�PRQWKV�

But that doesn’t necessarily mean compliance teams are 
unprepared. 

“We typically engage with professional services and law 
ƮUPV�RQFH�D�SURMHFW�LV�XS�DQG�UXQQLQJ�WR�JLYH�XV�WKHLU�
perspective on how we’ve progressed,” says Lee. “While we 
don’t want to be on the leading edge of regulatory change 
EHIRUH�DQ\�QHZ�UXOHV�DUH�ƮQDOL]HG��LWoV�JRRG�WR�JHW�H[WHUQDO�
H[SHUWLVH�WR�PDNH�VXUH�ZHoUH�EURDGO\�DOLJQHG�ZLWK�WKH�
PDUNHW�DQG�ZHoUH�QRW�JRLQJ�RƬ�RQ�D�WDQJHQW��,WoV�D�XVHIXO�
calibration exercise.”

<HW�WKH�PRUH�SUHSDUDWLRQ�FRUSRUDWLRQV�GRtDQG�WKH�HDUOLHU�WKH\�
GR�LWtWKH�EHWWHU�WKHLU�FKDQFHV�RI�DYRLGLQJ�SUREOHPV�ODWHU�

“The reality is the better you prepare for regulatory change 
initiatives when they’re coming down the pipeline, the 
PRUH�HƬHFWLYHO\�\RX�FDQ�LPSOHPHQW�WKHP�q�VD\V�.LQJ�
	�6SDOGLQJoV�'HGPDQ��p$QG�WKH�PRUH�HƬHFWLYHO\�\RX�
LPSOHPHQW�WKHP��WKH�OHVV�OLNHO\�\RX�DUH�WR�HQG�XS�ORRNLQJ�
down the barrel of an enforcement action.”

“The reality is the better you prepare 
for regulatory change initiatives 
when they’re coming down the  
pipeline, the more e!ectively you 
can implement them.” 
— Rob Dedman, partner, King & Spalding
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Costs of compliance
Given the growing volume and frequency of regulatory 
FKDQJH��WKH�LPSDFW�RQ�FRUSRUDWLRQV�DQG�ODZ�ƮUPV�LV�
VLJQLƮFDQW��6RPH�����RI�FRPSOLDQFH�SURIHVVLRQDOV�DJUHH�
that responding to regulatory changes creates operational 
SUHVVXUHV�IRU�WKHLU�FRUSRUDWLRQV��ZLWK�MXVW�RYHU�WZR�WKLUGV�
DJUHHLQJ�WKDW�LW�LQFUHDVHV�WKHLU�ULVN�SURƮOH�DQG�QHJDWLYHO\�
impacts growth.

“There’s a lot of change and that really impacts our 
EXVLQHVV��KRZ�ZH�VWUXFWXUH��KRZ�ZH�PDNH�RXU�PRQH\��DQG�
how we operate,” says the head of regulatory development 
DW�D�JOREDO�DVVHW�PDQDJHPHQW�ƮUP��p5HJXODWRU\�FKDQJH�LV�
QRZ�MXVW�D�EXVLQHVV�DV�XVXDO�DFWLYLW\�q

It is that volume of change, and the fact many of these 
changes run in parallel, that is causing the biggest 
operational pressures.

p7KH�FKDOOHQJH�IRU�D�EDQN�RU�DQRWKHU�ƮQDQFLDO�LQWHUPHGLDU\�
comes from simultaneous implementation of several  
QHZ�UHJXODWRU\�IUDPHZRUNV�RIWHQ�ZLWKLQ�WLJKW�GHDGOLQHV�q�
says Bird & Bird’s D’Agostino. “These circumstances  
LQFUHDVH�WKH�SRWHQWLDO�IRU�RUJDQL]DWLRQDO�ưRRGLQJ��6WDƬ� 
do not have time to test new procedures or train, and  
IT departments inside a corporation may not be in a 
position to timely implement all changes required by 
multiple new regulations.”

)RU�ODZ�ƮUPV��LW�LV�DOVR�FUHDWLQJ�D�VLJQLƮFDQW�DPRXQW�RI� 
ZRUN�MXVW�WR�NHHS�SDFH�ZLWK�WKH�GHOXJH�RI�UHJXODWRU\�DOHUWV�
and updates.

“There’s so much coming out from regulators on a pretty 
much daily basis that it means constantly having to sift 
WKURXJK�ZKDW�FRPHV�LQ�DQG�ZRUNLQJ�RXW�ZKDWoV�UHOHYDQW��
because you could spend many hours each day just 
ORRNLQJ�DW�ZKDW�WKH�GLƬHUHQW�FKDQJHV�DUH�DQG�D�ORW�RI�WKDW�
won’t be relevant to the majority of our clients,” says Ropes 
	�*UD\oV�(OOLV��p6R�LWoV�WU\LQJ�WR�ZRUN�RXW�ZKDW�ZH�QHHG�WR�
NQRZ�WR�KHOS�VKDSH�ZKDW�RXU�FOLHQWV�QHHG�WR�NQRZ�q

Law professionals surveyed said GDPR has created 
WKH�ELJJHVW�VSLNH�LQ�ELOODEOH�ZRUN��ZLWK�����UHSRUWLQJ�D�
VLJQLƮFDQW�LQFUHDVH��&&3$�KDV�KDG�WKH�VHFRQG�ELJJHVW�
LPSDFW�RQ�ZRUNORDGV��ZLWK�����FLWLQJ�D�VLJQLƮFDQW�LQFUHDVH��

“The challenge for a bank or 
another financial intermediary 
comes from simultaneous 
implementation of several new 
regulatory frameworks often within 
tight deadlines.”  
—Giuseppe D’Agostino, co-head international  
   finance and financial regulation practice,  
   Bird & Bird
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:KLOH�����RI�ODZ�ƮUPV�VDLG�%UH[LW�SUHSDUDWLRQV�KDG�FUHDWHG�
D�VLJQLƮFDQW�XSWLFN�LQ�ELOODEOH�ZRUN��WKDW�ZDV�KHDYLO\�VNHZHG�
E\�ƮUPV�LQ�WKH�8.��ZKHUH�����QRWHG�D�VLJQLƮFDQW�LQFUHDVH��
FRPSDUHG�ZLWK�MXVW����RI�ƮUPV�LQ�WKH�86�

&RPSOLDQFH�SURIHVVLRQDOV�DOVR�ưDJJHG�*'35�DV�KDYLQJ�
the biggest impact on their corporations, followed by Brexit 
and then CCPA.

/DZ�ƮUPV�VDLG�WKH�PDLQ�ZD\�WKH\�KDYH�UHVSRQGHG�WR�WKH�
LQFUHDVH�LQ�ELOODEOH�ZRUN�DFURVV�WKRVH�GLƬHUHQW�UHJXODWRU\�
events is by investing more in technology and automation, 
IROORZHG�E\�LQFUHDVLQJ�VWDƬ�WUDLQLQJ�VR�WKH\�EHWWHU�
understand new regulations. 

In most cases, companies said their main solution to 
addressing the impacts created by those regulatory events 
is implementing a response strategy, followed by engaging 
with an alternative legal services provider and then 
increasing external legal spend.

1LFN�/HH�DW�2DN1RUWK�%DQN�VD\V�RQH�FKDOOHQJH�ZKHQ�
responding to regulatory change is that often the regulations 
DUH�WKH�VDPH�UHJDUGOHVV�RI�WKH�VL]H�RI�WKH�ƮQDQFLDO�LQVWLWXWLRQ�
WKDW�WKH\�DSSO\�WR��)RU�D�FKDOOHQJHU�EDQN�OLNH�2DN1RUWK��ZKLFK�
has limited resources compared to, say, a global investment 
EDQN��LW�PHDQV�EHLQJ�VPDUWHU�DQG�PRUH�HƱFLHQW�DERXW�KRZ�
they approach it, he says.

That often results in consultation papers from regulators 
being passed out to the relevant subject matter experts 
DFURVV�WKH�EXVLQHVV�WR�VHHN�WKHLU�IHHGEDFN�RQ�WKH�
proposed rules.

“That is in addition to their normal day job, but that’s 
SUREDEO\�WKH�RQO\�ZD\�ZH�DQG�RWKHU�EDQNV�RI�RXU�VL]H�FDQ�
absorb and respond to the amount of regulatory change 
that is coming,” says Lee.

7KH�FRVW�RI�UHJXODWRU\�FKDQJH�DOVR�FRQWLQXHV�WR�ULVH��6RPH�
58% of compliance professionals expect their regulatory 
and compliance spend to increase over the next 12 months, 
ZLWK�����DQWLFLSDWLQJ�D�IXUWKHU�ULVH�RYHU�WKH�QH[W�����\HDUV��

To cope with the ongoing slew of new regulations, 21% of 
corporations said they are planning to allocate the majority 
of their compliance budget to technology investment over 
WKH�QH[W�\HDU��FRPSDUHG�WR�MXVW�XQGHU�D�ƮIWK�RYHU�WKH�SDVW�
12 months. Meantime, 17% of corporations said they plan 
to spend the majority of their compliance budget on hiring 

QHZ�FRPSOLDQFH�VWDƬ�RYHU�WKH�QH[W����PRQWKV��FRPSDUHG�
to 12% over the past year.

$JDLQVW�WKDW�EDFNGURS������RI�ODZ�ƮUPV�H[SHFW�WKHLU�
regulatory and compliance fee income to increase over the 
next 12 months, with 53% expecting it to increase over the 
QH[W�����\HDUV�

(YHQ�VR��DOPRVW�WZR�WKLUGV�RI�ƮUPV�VDLG�WKH\�DUH�XQGHU�
client cost pressures when it comes to delivering legal 
solutions and services in support of regulatory change. 
6RPH�����RI�ƮUPV�VDLG�WKH\�UHVSRQG�WR�WKRVH�SUHVVXUHV�
by either using alternative legal service providers or relying 
RQ�WKHLU�RƬVKRUH�FDSWLYH�RSHUDWLRQV�

One way some corporations are trying to cut compliance 
costs is to simply wait and see how other companies are 
applying the rules. 

p3HRSOH�OLNH�WR�VHH�KRZ�RWKHUV�DUH�GRLQJ�LW�DQG�WKHQ�WKH\�
can replicate something that is similar rather than going 
WKURXJK�WKH�HƬRUW�RI�GRLQJ�WKDW�WKHPVHOYHV��VR�WKHUH�PD\�
ZHOO�EH�D�FRVW�VDYLQJ�LI�WKH\�VHH�KRZ�RWKHUV�DUH�GRLQJ�LW�ƮUVW�
UDWKHU�WKDQ�EHLQJ�WKH�ƮUVW�PRYHU�q�VD\V�(OOLV�

%XW�WKHUH�LV�D�ORQJ�WHUP�GDQJHU�LQ�WU\LQJ�WR�VNLPS�RQ�WKH�
compliance process even if it can reduce expenses in the 
short term.

“There is always a cost involved in implementing regulatory 
change, and while those costs can be relatively high, it’s 
never a good idea to try and bear down on compliance 
UHVRXUFHV�LQ�UHVSRQVH�q�VD\V�.LQJ�	�6SDOGLQJoV�'HGPDQ��
“From a regulator’s perspective cuts to the compliance 
budget can easily be seen as an alarm signal that 
VRPHWKLQJ�LV�QRW�TXLWH�ULJKW�DW�WKH�ƮUP��DQG�PLJKW�HYHQ�
suggest the culture of compliance is not particularly 
important to the senior leadership of a corporation.”

“There’s so much coming out from 
regulators on a pretty much daily 
basis that it means constantly 
having to sift through what comes in 
and working out what’s relevant.”  
—Eve Ellis, partner, Ropes & Gray
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Key Takeaways
1. Stay on track 

As the pace of regulatory change shows little sign 
RI�ZDQLQJ��FRUSRUDWLRQV�QHHG�WR�WUDFN�WKHP�DOO�LQ�UHDO�
time. Moreover, given the scale of possible changes 
DQG�WLJKW�WLPH�IUDPHV��FRUSRUDWLRQV�PXVW�DOZD\V�NHHS�
an eye on the horizon by analyzing regulatory trends 
and legislative initiatives and learning to recognize 
HDUO\�ZDUQLQJV�LQ�WKDW�VSKHUH��8VH�RI�WHFKQRORJ\�DQG�
specialized services will help corporations prepare  
for upcoming changes, allowing enough time to  
adapt as required.  

2.  Devise a regulatory readiness strategy 
Corporations need to ensure their regulatory readiness 
VWUDWHJLHV�DUH�ƮW�IRU�SXUSRVH��3UHSDULQJ�IRU�PXOWLSOH�
regulatory events simultaneously means corporations 
need to engage with upcoming changes early not only 
WR�XQGHUVWDQG�KRZ�WKH\�ZLOO�LPSDFW�GLƬHUHQW�IXQFWLRQV�
across their business, but more importantly, how those 
QHZ�UHJXODWLRQV�ZLOO�ZRUN�LQ�SUDFWLFH�

3. Consider resourcing partners 
The survey showed that the biggest regulatory 
UHVSRQVH�FKDOOHQJH�FRUSRUDWLRQV�IDFH�LV�D�ODFN�RI�
LQWHUQDO�VWDƬ�WR�VXSSRUW�WKH�FKDQJH�PDQDJHPHQW�
SURFHVV��:KLOH�KLULQJ�QHZ�FRPSOLDQFH�VWDƬ�LV�RQH�
solution, it can be very expensive. Outsourcing 
FRPSOLDQFH�ZRUN�LQVWHDG�ZLOO�JLYH�FRUSRUDWLRQV�PRUH�
ưH[LELOLW\�WR�UHVSRQG�WR�ưXFWXDWLRQV�LQ�UHJXODWRU\�
UHTXLUHPHQWV��KHOSLQJ�WKHP�NHHS�FRVWV�GRZQ�

4. Use technology and automation 
Compliance professionals said their second biggest 
challenge when responding to regulatory change is 
not investing enough in technology. With a majority of 
FRUSRUDWLRQV�XQVXUH�WKDW�WKH\�KDYH�VXƱFLHQW�EXGJHW�
and resources to maintain compliance, increasing the 
use of A.I. will help compliance teams adapt to the 
UHJXODWRU\�FKDQJHV��ZKLOH�HQDEOLQJ�WKHP�WR�ZRUN� 
PRUH�HƱFLHQWO\�

INTEGREON REGULATORY READINESS REPORT 2020    |      PAGE 9WWW.INTEGREON.COM


