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COMPLIANCE RISK IN THE ENTERPRISE 
 
Compliance risk is the risk of applying legal sanctions or regulatory sanctions, 

significant financial loss or loss of reputation by the bank as a result of non-compliance with 
laws, regulations, standards, self-regulatory organizations or codes of conduct relating to 
banking activities. This risk entails the use of civil sanctions on the part of the regulator, tax 
authorities and other executive authorities, in the form of fines, penalties, damages and 
termination of contracts / contracts. Compliance risk can lead a financial institution to loss 
of reputation, limiting growth opportunities and expansion for the business, fulfilling the 
terms of the contracts / contracts, up to the liquidation of the business. 

Compliance risk is an intermediate element of two concepts - the probability of 
occurrence of losses appears due to non-compliance by the organization and its employees 
with the requirements of legislation, regulatory legal acts of the authorized body, internal 
documents regulating the procedure for rendering services and conducting operations in the 
financial market, as well as legislation of foreign states that exert influence on the 
company's activities and is minimized with the qualitative construction of the compliance 
system. 

In other words, compliance risks are the risks of lost profits or losses due to conflicts 
of interest and due to discrepancies between employees' actions to internal and external 
regulatory documents. At the same time, the conflict of interests is a contradiction between 
the property and other interests of the financial market entities, as a result of which the 
action (or inaction) of one party causes losses (or leads to a decrease in profits) to the other 
party or entails other adverse consequences for the other party. 

The discrepancy between employees' actions to internal and external regulatory 
documents is the common factor that links the notions of "legal risk" and "compliance-risk". 
According to some practitioners, "the compliance risk group is more extensive due to the 
inclusion in it of risks related to the implementation of standards of corporate ethics and 
internal codes of conduct, which in no case should be included in legal risks, due to 
discrepancies in the norms of law and morality." 
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In the course of their activities, industrial enterprises are required to comply with the 
requirements of applicable laws, regulations, standards and regulatory requirements - for 
example, antitrust, labor, personal data legislation and others. But in some cases, not related 
to the deliberate actions of company employees, violations still arise, so compliance 
compliance (once again, note that the concept identical to it is "regulatory risk") is an 
indispensable attribute of the functioning any enterprise, including industrial. The 
emergence of compliance risk may be due to the following reasons: 

- violation by employees of the company of Ukrainian legislation and 
regulations; 

- violation by employees of internal documents of the company; 
- conflict of interests in the activities of the company and its employees; 
- the objective inability of the company to adapt new products / services to new 

external requirements (for example, due to the capacity of innovations, insufficient time for 
their implementation, lack of qualified personnel or financial resources); 

- imperfection of rules and regulations (for example, legal conflicts, divergence 
of legal requirements and practices of their application, ambiguous interpretation of 
supervisory requirements); 

- imperfection of internal procedures and procedures for the performance of 
basic transactions and other transactions; 

- non-compliance by employees with established procedures and procedures; 
- imperfection of the organizational structure of the company in terms of 

distribution of powers of units and employees; 
- inefficiency of internal control; 
- adverse external circumstances that are beyond the control of the enterprise. 
The likelihood of implementing compliance risk significantly increases: 
- absence of preliminary legal expertise of draft contracts, internal documents, 

correspondence with counteragents and state bodies, or non-removal of comments by the 
legal service on these documents; 

- absence of written explanations of state bodies on actual and typical questions 
of application of the legislation of Ukraine. 

Some authors all the variety of reasons for the emergence of compliance risks 
reduced to factors of an objective nature and factors of a subjective nature. So, 
Y.V.Truntsevsky notes that the objective factors should be attributed [1]: 

- the positive uncertainty of legal norms and the diversity of specific life 
circumstances that they are regulated; 

- objective lagging of the right from the development of social relations; 
- the existence of areas of public relations falling under the legislative default; 

specificity of the language of law; 
- presence of logico-structural defects of law (gaps, collisions of norms and 

collisions of interpretations, imperfection of legal and terminological constructions, etc.). 
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Subjective factors include the individual characteristics of subjects of interpretation, 
which are expressed: 

- in the level of his legal conscience (legal knowledge, the presence of 
deformation of the legal conscience, legal attitudes and the readiness of the individual); 

- in legal (professional) experience and other personal qualities; 
- in actual dependence under formal independence from economic, political, 

departmental, individual and other interests. 
Thus, compliance management at the enterprise is realized by developing internal 

documents and creating conditions in which all employees and other persons working on 
behalf of the organization will behave in accordance with high professional and ethical 
standards in relation to both external and internal market participants. This compliance 
policy of the enterprise will ensure its minimization of compliance risks. 
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