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R&C: Could you outline what it is so 
important for a company to report to its 
board on compliance issues?

Johnston: For many years, compliance has 

been seen as a topic for ‘geeks’, at best, or, more 

frequently, as a burden to ‘real business’. Changes 

in regulatory approaches – increased scrutiny at 

a national and global level, heavier fines – and an 

emphasis on individual accountability, as exemplified 

by the Senior Managers and Certification Regime 

(SMCR), have, however, contributed to increased 

awareness of the impact of regulatory compliance 

on the way in which business is conducted. 

Almost all major pieces of recent regulation place 

the emphasis on board and senior management 

involvement and quality and demonstrability of 

decision making. In the UK, and elsewhere in Europe, 

regulators have set out specific rules pertaining to 

the definition of areas of responsibility, the approval 

of senior managers and individuals performing 

key functions and the individual accountability of 

such individuals. In simpler terms, this means that 

they could be personally held to account should 

something in their area of responsibility go wrong. 

Remuneration and incentives have also recently 

been placed under increased scrutiny and firms have 

been asked to demonstrate strong management 

and the ability to measure and control their impact 

on conduct and culture. Similarly, firms’ product and 

client governance frameworks, and the way in which 

the two interact, are the enablers of compliance with 

more than one piece of regulation, such as MiFID II, 

and are likely to continue to be the object of future 

regulation and regulatory challenge. In this context, 

compliance reporting to the board represents both 

a challenge and an opportunity. On one hand, those 

responsible for the production of such reports 

– the chief compliance officer (CCO) and the 

compliance function, in general – are faced with the 

task of making specialist information meaningful 

and relevant to non-experts. On the other, the 

opportunity to add value to the organisation is 

greater than it has ever been. Through insightful 

analysis and reporting, the compliance function can 

evolve from playing a reactive to a proactive role, 

and graduate from merely ‘ticking boxes’ to shaping 

the future of the organisation, driving strategy and 

decision making.

R&C: What methods may a chief 
compliance officer (CCO) utilise to achieve 
effective compliance board reporting? In 
your experience, which approaches work 
well and which fall short?

Johnston: Good compliance board reports bring 

together relevant, objective and reliable information, 

and input from a wide range of stakeholders 

across all three lines of defence. They are brief, but 

insightful, clearly structured and tell a story as to the 
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risks the organisation faces and the degree to which 

they are controlled. Good compliance reporting 

is simple. Organisations face risks, inherently, by 

simply existing in business. They apply controls 

to mitigate these inherent risks to an acceptable 

residual level. They then need to regularly assess 

how well those controls are working in practice. 

Good compliance reporting tells this 

story, risk by risk and topic by topic. Many 

firms charge a centralised function with 

the production of compliance board 

reports. While achieving operational 

efficiency, this may make stakeholders 

feel detached from the information being 

produced. To manage this risk, the CCO 

must ensure that – even if operational 

aspects around the production of reports 

are carried out by a separate function 

– the relevant stakeholders remain 

ultimately responsible for the risks the 

report measures. It is also important to ensure that, 

if information has already been reviewed by another 

governance forum, for example a risk committee or 

a compliance committee, the value added by these 

reviews is incorporated within the report presented 

to the board. At a minimum, this may include 

ensuring that the cyclical calendar of committee 

meetings is organised such that the board meetings 

are the ‘last’ in any given reporting cycle to review 

compliance management information – and by 

ensuring that whoever prepares the final compliance 

report for the board reviews the minutes and actions 

from the ‘lower’ committees.

R&C: How should compliance board 
reports be delivered in terms of look, feel, 
format and the data used?

Johnston: Above all, compliance board reports 

must be insightful, immediately understandable and 

capable of promoting debate. Due to the complexity 

of some of the subject matters reported on, 

compliance reporting has a tendency toward opacity, 

complication and an excessive level of detail. This is 

true not only for the quantitative information being 

reported – charts and figures – but also for any 

explanatory commentary presented alongside. This 

can often confuse, rather than clarify, the information 

expounded upon. The problem is exacerbated when 

Felix Johnston,
FTI Consulting

“Almost all major pieces of recent 
regulation place the emphasis on board 
and senior management involvement 
and quality and demonstrability of 
decision making.”
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reports developed for a particular purpose, such as 

business information developed for the internal use 

of a compliance function, or reports made to a firm’s 

monthly compliance committee, are repurposed 

to serve as a basis for board reports, resulting in 

a mismatch between the knowledge level of the 

intended audience and the actual audience of the 

report. The most successful reports are those that 

are capable of presenting complex issues in a logical 

and intuitive manner. It is also important not to lose 

sight of the commercial angle. While the role of the 

board is not exclusively commercial, the need to 

deliver shareholder value cannot be underestimated. 

Commercial awareness as part of the compliance 

debate is crucial to its credibility. Aggregation is 

often a solution. For example, product and customer 

lifecycles are two means of aggregating and 

presenting a wide range of compliance information, 

such as insight on financial crime, investor 

protection or market abuse, while comparing and 

contrasting it with commercial insight and metrics. It 

is also useful to provide the board with compliance-

related training to enable a deeper understanding 

and challenge of detailed, subject matter knowledge-

dependent information in relation to compliance.

R&C: What role does benchmark data 
have to play?

Johnston: Incorporating quantitative benchmark 

data within board management reporting is crucial to 

the objectivity and independence of the information 

reported. Where benchmark data is used, the CCO 

should take steps to ensure that the data reported 

is a good measure of the underlying risk that is 

being controlled, that data is reported against 

appropriate thresholds and that purely quantitative 

data is supplemented with commentary from 

appropriate stakeholders or subject matter experts. 

A frequent mistake that firms make when setting 

thresholds for quantitative data is to place excessive 

emphasis on previous trends associated with 

that data. While firms should be realistic in setting 

achievable targets that reflect historic performance, 

they must also consider whether the targets they 

set are appropriate for the firm and the nature of 

its business, and are consistent with industry best 

practice. As always, the ‘regulatory blush test’ 

– would these thresholds indicate to our regulator 

that we are not serious about controlling compliance 

related risks? – is usually a good indicator.

R&C: In order to optimise effectiveness, 
how often should compliance reports 
be made to the board? Outside these 
reports, how important is it for the CCO to 
be able to interact directly with the board 
on important risk issues, such as crisis 
preparedness?

Johnston: Compliance reports should be made 

to the board on a sufficiently frequent basis to 
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meaningfully inform decision making. That means 

that the board needs to receive information 

frequently enough to be able to identify and control 

emerging risks, contextualise business decisions 

and retain familiarity with the information being 

reported. In practice, most firms make overarching 

compliance reports to the board on a quarterly 

basis, with additional, thematic reports made on 

an as-needed basis. Where the board meets more 

frequently, the CCO may adopt an approach of 

making rolling compliance reports, reporting on 

different compliance related issues in each report, 

such that, over the course of the year or half year, 

each relevant aspect of compliance is reported 

on. The benefit of this approach is that it allows 

relatively static compliance related issues – such as 

regulatory horizon scanning, or aspects relating to 

strategy or the setting of the firm’s risk appetite – to 

be reported less frequently, allowing more time to 

be dedicated to more pressing issues and reducing 

the incidence of ‘issue fatigue’. It may also allow the 

firm’s compliance reporting cycle to be aligned with 

the firm’s compliance monitoring programme and 

internal audit plan. In addition to the frequency to 

which compliance reports are made, consideration 

should be given to the time frame between the 

production of compliance information and the 

inclusion of this information in reports to the board. 

This time frame must be sufficiently broad to allow 

information to be accurately gathered and to permit 

all relevant stakeholders, including other parts of the 

firm’s governance framework, to provide input, while 

being narrow enough to ensure that information 

reported does not become dated.

R&C: What advice would you offer to 
CCOs on delivering reports?

Johnston: Commercial relevance is of the utmost 

importance, as is the ability to explain specialist 

topics to a non-specialist audience, emphasising 

areas of relevance. The CCO is ultimately responsible 

for the compliance board report, and the accuracy 

and relevance of the information reported in it. 

The CCO should therefore ensure that he or she 

is comfortable with all the information reported, 

have sufficient understanding over each aspect 

reported to be able to answer questions or provide 

clarifications brought forward by other members of 

the board, and be armed with sufficient material in 

order to be able to promptly provide further details 

on any matter identified as a point of interest by 

the board. It is also important to note that achieving 

compliance with the almost constantly evolving 

stream of regulation is a huge endeavour for 

organisations. The CCO, and compliance reporting, 

must be able to ‘translate’ regulation, explaining 

what achieving compliance means in practice and 

what system and operational implications regulatory 

change will have on the organisation as a whole.

COMPLIANCE BOARD REPORTING
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R&C: How do you envisage compliance 
board reporting evolving in the years 
ahead?

Johnston: Increasingly, new regulations include 

significant requirements in relation to reporting. 

These requirements primarily relate to the reporting 

of information to external third parties, or how 

information gathered from third parties is collected, 

analysed and stored. However, a number of firms are 

recognising the opportunity that these requirements 

pose in relation to providing a jumping off point 

for a firm to carry out a wholesale re-evaluation 

of its reporting systems and processes. Advances 

in automation have provided firms with the ability 

to efficiently produce quantitative information 

within tight time frames. Firms are also leveraging 

previously unavailable sources of information in 

reports, from conduct risk information gathered 

from the large-scale analysis of customer telephone 

conversation data, through to anti-bribery and 

corruption information gathered from automated 

sentiment analysis of staff emails. However, while 

many firms utilise advanced technologies in 

sourcing information used for compliance reporting 

purposes, the adoption of the same technologies in 

compiling, analysing and preparing this information 

for digestion by boards, automatically highlighting 

key themes and preparing text-based information 

based on data reviewed, is still in its infancy. 

Another advance we would like to see emerge in 

the next few years is the development of a more 

structured platform for the presentation, review 

and actioning of compliance information. Similar 

case management systems have been developed 

for the management of audit findings, compliance 

review issues and transaction monitoring alerts. A 

logical next step is to adopt the same approach for 

compliance information reporting.  RC&  
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