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A CFO’s GUIDE TO 
COMPLIANCE
With diligent preparation and the right team, companies 
can stay in the good graces of regulators in the wake of 
upcoming changes

The role of a typical CFO has 
shifted, with a stronger em-
phasis on managing change, 
driving growth, and informing 
investment decisions.

However, there is still a need to 
master the complexity of finan-
cial reporting and compliance 
in today’s continuously chang-
ing regulatory environment. 
Finance chiefs can’t afford to 
give compliance efforts short 
shrift, or they run the real risk of 
stiff fines and penalties, finan-
cial restatements, and serious 
damage to their corporate (and 
personal) reputations.

As regulators step up their 
enforcement efforts, even minor 
compliance lapses are likely to 
draw scrutiny. Data compiled 
in the Securities and Exchange 
Commission (SEC) Sanctions 
Database, which tracks a sub-
set of enforcement actions that 
resulted in monetary sanctions 
exceeding $1 million, confirms 
an ongoing push to punish bad 
actors, according to Jordan A. 
Thomas, who chairs the whis-
tleblower representation prac-
tice at Labaton Sucharow.

Even as regulations get more 
complex and regulators keep 

a watchful eye, many organiza-
tions are not giving compliance 
enough attention. According to 
the 2016 Compliance Trends Sur-
vey, conducted jointly by Deloitte 
& Touche LLP and Compliance 
Week, 39% of companies do not 
perform an annual compliance 
risk assessment. Given the critical 
nature of compliance and contin-
uously evolving regulations, the 
decision to put compliance on 
the back burner is ill-advised at 
best, and disastrous at worst.

To compound the challenges 
of compliance, the Deloitte/
Compliance Week survey 
noted that companies are not 
dedicating the IT resources 
they need to take advantage 
of predictive analytics, task 
automation, and protection 
against cyber risk — which are 
all critical to staying on top of 
compliance issues.



2  I  A CFO’s Guide to Compliance

This white paper 
will explore: 

 � What CFOs need to 
know about upcoming 
changes in regulations 
and how the finance 
team can prepare; 

 � Best practices for 
managing compliance 
in your organization; 

 � The risks of non-
compliance with 
upcoming changes 
regarding lease 
accounting, revenue 
recognition, and SEC 
requirements. 

A SNAPSHOT 
OF CURRENT 
COMPLIANCE 
CONCERNS

There are a lot of balls in the 
air currently when it comes to 
compliance, making it challeng-
ing for CFOs to stay on top of a 
wide range of changes. 

The new revenue recognition 
standard is one of the biggest 
compliance concerns loom-
ing today. The new standard 
from the Financial Accounting 
Standards Board (FASB) sig-
nificantly increases the amount 
of information companies are 
required to disclose about their 
revenue activities and related 

transactions. Although the new 
disclosure requirements don’t 
take effect for many companies 
until 2018, that doesn’t mean 
they can wait until the end of 
next year to deal with them. 
This is particularly true for pub-
lic companies registered with 
the SEC.

CFOs are also grappling with up-
coming changes to the lease ac-
counting standard that will have a 
significant impact on the finance 
team. The new lease accounting 
standards, issued by the FASB 
and the International Accounting 
Standards Board (IASB), require 
companies to elevate leased 
assets and related liabilities out of 
footnote disclosures and onto the 
face of their balance sheets. The 
standards go into effect for public 

companies in 2019 and private 
companies in 2020.

In addition, the SEC’s pay-ratio 
rule is slated to take effect for 
fiscal years of SEC registrants be-
ginning after December 31, 2017, 
meaning that the first disclosures 
will be made in early 2018. 

Even for some well-established 
regulations such as the Sar-

banes-Oxley Act (SOX) and 
standard SEC filings required 
of all public companies, com-
pliance remains dynamic and 
complicated to master.

And this list only scratches the 
surface of the compliance mat-
ters that CFOs can’t afford to 
ignore.

BEST COMPLIANCE 
ADVICE: START 
EARLY

Typically, there is ample time 
to prepare when a new regu-
lation or change to an existing 
regulation is announced. Smart 
finance executives don’t squan-
der the opportunity to review 
their systems and processes, 
with a view toward not only 

meeting new regulations but 
also improving performance. 

Leaders such as Microsoft are 
getting ahead of looming dead-
lines for changes in the revenue 
recognition and lease account-
ing standards. The software 
giant adopted the two new 
accounting standards this past 
summer, in plenty of time to 
meet compliance deadlines.

REVENUE RECOGNITION AND LEASE 
ACCOUNTING CHANGES ONLY SCRATCH 
THE SURFACE OF THE COMPLIANCE ISSUES 
FACING CFOS.
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The reason for this is twofold, 
Microsoft’s Chief Accounting 
Officer Frank Brod explained. 
“We chose to adopt the new 
standards early, primarily to 
simplify the communication 

of our results by eliminat-
ing the need for non-GAAP 
revenue reporting,” he said. 
“We have also chosen to 
early adopt the new leasing 
standard in order to provide 
one set of restated financial 
statements to investors.”

As a result of adopting the new 
lease accounting standard, 
Microsoft will see a net increase 
in assets and liabilities of $6.6 
billion as of June 30, 2017, and 
a net increase in assets and 

liabilities of $5.2 billion as of 
June 30, 2016. The company “will 
now record our operating leases 
related to data centers, offices, 
research and development 
facilities, retail stores, and various 
equipment under the operating 
lease right-of-use assets, other 

current liabilities, and operating 
lease liability lines in the balance 
sheet,” Brod noted.

ASSEMBLE THE 
RIGHT TEAM TO 
ASSESS AND 
MONITOR RISK

The job of the CFO is to marshal 
the stakeholders and resources 
necessary — IT, business leaders, 
HR, legal, and C-suite, among 
others — to ensure that all of the 
technology and processes are 
in place and working flawlessly 
when the new rules kick in.

Experts note that a risk assess-
ment is one of the most critical 
tasks when evaluating the im-
pact of a new compliance rule. 
To be effective, the risk assess-
ment team must involve busi-
ness functions beyond finance. 

“WE CHOSE TO ADOPT THE NEW 
STANDARDS EARLY, PRIMARILY TO 
SIMPLIFY THE COMMUNICATION OF OUR 
RESULTS BY ELIMINATING THE NEED FOR 
NON-GAAP REVENUE REPORTING.” 

— Frank Brod, Chief Accounting Officer, Microsoft
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“For lease accounting, for 
example, you need someone 
from the IT group as well as the 
legal team to assess the com-
pleteness and accuracy of the 
lease contract data, and people 

from operations who could help 
determine whether the leases 
include service arrangements,” 
according to David McKay, Part-
ner, Edelstein & Company, an 
accounting firm. “You need to 
identify gaps and potential gaps 
in compliance and fill them, and 
that means involving people 
beyond finance.”

While subject-matter experts 
need to be on the compliance 
team to address specific areas 
that will be affected — such as 
operations for leases and IT for 
security-related compliance — 
the executive team needs to 
be represented. “Senior man-
agement needs to be directly 
involved because compliance 
concerns are intertwined with 
the health and future of the 
business,” said Roy McDonald, 
Partner, McDermott Will & Em-
ery, an international law firm. 

Compliance is typically treated 
as something that is outside of 
the normal operational tasks, 
but there are risks associated 
with underfunding compliance 
efforts. Most compliance efforts 

remain fairly lean, as about half 
of all respondents to the De-
loitte/Compliance Week 2016 
survey reported annual compli-
ance budgets of $5 million or 
less. In addition, respondents 
didn’t hold out much hope for 
near-term improvement, noting 
that they anticipated modest 
budget increases in the coming 
year and had five or fewer full-
time staffers assigned to ethics 
and compliance.

“You need a robust compliance 
plan, but it becomes meaning-
less if you don’t set aside the re-
sources, including staff, budgets, 
and systems, to fully implement 
it,” said Howard Scheck, Partner, 
StoneTurn, a forensic accounting 
and expert services firm. 

Even the best laid plans can’t 
prevent every compliance 
misstep, so there needs to be a 

strategy for responding when 
internal controls or, worse, reg-
ulators, find something awry. 
“You not only need a compliance 
plan, you need to have a plan of 
action for assessing the severity 

of the issue and remedying it 
quickly,” Scheck said.

For public companies in par-
ticular, running afoul of regula-
tors has serious consequences. 
There are stiff monetary pen-
alties to be certain, but the 
damage can run even deeper. 
The company may be forced to 
issue an earnings restatement, 
seriously shaking confidence in 
the company and its executives. 
Investors could flee and bad 
press could make it difficult or 
impossible to recover. 

While private companies don’t 
face the same level of compli-
ance scrutiny as public firms, 
stakeholders and investors do 
not have a positive view of com-
panies that don’t meet com-
pliance standards, particularly 
if they have plans to take the 
company public.

“FOR LEASE ACCOUNTING, FOR EXAMPLE, YOU NEED SOMEONE 
FROM THE IT GROUP AS WELL AS THE LEGAL TEAM TO ASSESS THE 
COMPLETENESS AND ACCURACY OF THE LEASE CONTRACT DATA, 
AND PEOPLE FROM OPERATIONS WHO COULD HELP DETERMINE 
WHETHER THE LEASES INCLUDE SERVICE ARRANGEMENTS.”

— David McKay, Partner, Edelstein & Company
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CONCLUSION: 
CREATE A CULTURE 
OF COMPLIANCE

To borrow a phrase from the 
world of sports, the best offense 
is a good defense when it comes 
to managing compliance issues. 
Delaying the inevitable chang-
es to business processes and 
technology necessary for regu-
latory compliance is not a win-
ning strategy. It is much more 
effective to be proactive and 
take advantage of the opportu-
nity to not only revamp systems 
and processes to meet new 
standards, but also to improve 
performance and visibility. 

It is difficult to keep up with 
so many sweeping changes 
to compliance issues, as they 
impact systems and functions 
throughout the organization. 
While compliance has primar-
ily been viewed as a finance 
function, CFOs need to com-
municate and collaborate with 

internal experts who will be 
impacted by changes such as 
lease accounting and revenue 
recognition.

Resources are stretched, and 
investing in compliance is not 

always a priority, but the risks 
of non-compliance are too 
great to ignore. Senior finance 
executives who do not pay 
serious attention to compliance 
put their companies, and their 
careers, in jeopardy. 

Key takeaways from this white paper include: 

 � Changes to lease accounting and revenue recognition rules 
are putting the spotlight on compliance. These changes will 
have a significant impact on how companies report earnings. 

 � Leaders such as Microsoft are adopting new compliance 
standards ahead of schedule, giving them time to make 
any necessary adjustments and ensuring that they meet 
deadlines without a last-minute crunch. 

 � Adoption of new accounting standards requires 
significant time, effort and cross-functional collaboration. 
However, many companies continue to underfund their 
compliance efforts. 

 � Even as the role of the CFO evolves beyond the 
accounting function, senior finance executives cannot 
afford to take their eyes off of compliance concerns. 



6  I  A CFO’s Guide to Compliance

ABOUT
TOPPAN VINTAGE

Toppan Vintage, a leader in financial printing and communi-
cations solutions, is part of the Toppan Printing Co., Ltd., the 
world’s largest printing group, headquartered in Tokyo with 
approximately US$13 billion in annual sales. 

Toppan Vintage has been a pioneer and trusted partner in the 
financial markets for three decades, serving the financial, legal 
and corporate communities with meticulous, responsive service 
and unparalleled local market expertise and capabilities. Toppan 
Vintage’s expanding operations deliver a hassle-free experience 
for mission-critical content for capital markets transactions, 
financial reporting and regulatory compliance filings, investment 
companies and insurance providers.

Collaboration is at the heart of what we do and who we are. Our 
Hive® suite of SaaS solutions, utilizing cutting-edge technology 
and expertise, aspires to the idea of the hive—an industrious 
community working together in a secure, efficient environment.

Learn more at www.toppanvintage.com

http://www.toppanvintage.co.jp/english
http://www.toppanvintage.com/the-hive
http://www.toppanvintage.com



