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Abstract:

Another area of technological progress that affects financial reporting and its
inclusivity is artificial intelligence (Al), known for its ability to mimic human
decision-making and reasoning models. Technological progress has made fast
changes, with automation and artificial intelligence being vital options for
each organization or business in terms of digital advancements to ensure
efficiency, transparency, and financial accuracy. These advances in
automation and artificial intelligence also come together with blockchain
development technology naturally. The concept of blockchain was first
introduced with the development of bitcoin as an information format system
following each other through transactions. Blockchain is gaining increasing
importance due to its high security, decentralized structure, and transparency.
Therefore, financial transactions are under secure control, and recorded
itemized data are transacted through blocks in a chained manner. Due to this
structure, the information transferred over the blockchain is secure and
auditable by verifying the transactions. However, far beyond being a simple
financial transaction recording, blockchain is also secure, transparent,
decentralized and trustworthy, and a transformative role in revolutionizing the
world of several sectors is envisaged as well. The financial report rule-making
process is complex, involving agency cost issues, legal battles, and giant
extraordinary political pressures. On the other hand, financial reports are
central to the regulatory system. Therefore, these new digital technologies
have the potential to change quickly with transformative potential to the
regime itself and the practice of compliance more widely. This essay intends
to unravel the implications on regulatory authorities and the corporate sector
of such a revolutionary approach. In light of an exploratory essay of two case
studies, after presenting the context of their emergence, demand and supply-
side implications will be examined. The financial market case stories to be told
present at a macro-level the insights of this technology’s regulatory technology
for more regulation and market transparency with many actors adopting an
industrial approach and at a micro-level its threat (or opportunity) to control
centers given six articles published in Bloomberg and Reuters. After
discussing key findings and academic and public implications, the potential
and further research are formulated with a regrow based on large corpus
exploration.

Keywords: Regulatory Technology (Reg Tech), corporate compliance,
automation, artificial intelligence  (Al),  blockchain,Regulatory
Technology,Corporate Compliance,Automation in Compliance,Artificial
Intelligence in Compliance,Blockchain in Financial Reporting,Compliance
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1. Introduction

Recent years have seen an increase in the complexity of the regulatory framework in which
businesses must operate, be they financial institutions or other organizations. This is
particularly salient in the international arena, which has seen the introduction and development
of Basel 11l capital requirements. In parallel, a more mainstream perception is developing that
society should strive to ensure diverse measures are in place in order to police the financial
system, including measures which are designed to monitor the ‘ordinary’ operation of firms.
As a consequence of this, policies including conflict mineral regulation have been put in place.
This ‘compliance burden’, and the operational overhead its introduction has caused, shows no
sign of abating; as measurement technology continues to develop, greater reliance will be
placed on income data and other, similar, complex measurements. Light is increasingly shed
on the significant level of such data which is already generated in both time-frequency terms,
and many corporate practices have been subject to potentially far reaching regulative
solicitations. The integration of complex technology, like blockchain enforcement, or the
employment of advanced classifier strategies, hardware or software novel measurements which
are the object of process or over sharp practices, possible scripting attempts, fraud. Be they
tasked with quarterly, semi-annual or annual filings, these must be overseen by an independent
audit team who compose an annual appraisal of the financial/corporate performance. In a
research and development context, if the goal is to undertake a comprehensive annual audit,
without being entitled to involve in audit activities at more regular time intervals, it is
imperative that holdings are underlined. The apprehension of declared revenues, and the
oversight of transactions intended to be of public domain, is defined as a sub-problem of a
wider classification effort. Major potential analysis benefits for auditing are readily
understandable in the equilibrium should be considered crucial for sustainable improvement of
compliance/improvement standards in financial reporting. This process can be computationally
daunting and costly, and usually concentrates on the disclosure of a subset of possibly more
representative transactions. In stark contrast to yearly filings, this approach aims to take the
full disclosure set into account. The applicability of time stamps and/or the sequencing of
transactions required to achieve this type of conciliation are usually missing from the typology
of documents. This presents a wide gap in compliance requirements compared to the current
regulatory flux, subsequently finding difficulty in evaluating and conveying a
transparent/comprehensive account of the compliance to reporting standards. This presents
further potential to firms to take part in the process of strategically manipulating access to static
or increasing the scope of operations to be scrutinized.

Increased
Productivity

( Enhanced Precision }

[ Cost Reduction @

< Enhanced Data Securitg]

Vava

Proactive Risk @
Management

Fig 1: The Impact of Regulatory Technology (RegTech) on Corporate Compliance
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1.1. Background and Significance of Reg Tech in Corporate Compliance
In an environment of booming innovation in financial services, Regulatory Technology (Reg
Tech) is rapidly emerging as an indispensable field for technology start-ups: this has led to the
number of enterprises in the sector of reg Tech roughly doubling since 2012. From 2008 the
global regulatory environment has moved financial institutions back to a Basel 3- based
compliance posture, leading to an aggregate increase in compliance spending of $2 trillion over
the past ten years, but controlling compliance costs with the Reg Tech network costs across all
sectors since 2012. Until recently Reg Tech had represented a $4.6 billion investment
opportunity - this matches $4.8 billion of cost-equivalent savings. So Reg Tech is now being
proactively adopted by most financial institutions, as they focus on redistributing their
compliance resources to take account of the rapid changes in the compliance environment, and
on taking over compliance capacities. Reg Tech from compliance service providers is part of a
much broader-based compliance model, with aspects of the proactivity of compliance
assessment and its ongoing monitoring being especially important.
The deepening of regulatory fragmentation has meant that financial institutions are no longer
in a position to follow a unified regulatory approach across their market jurisdictions: this, in
effect, has prevented them from tackling effectively the compliance burdens imposed by the
changing regulatory environment. Until now the fundamental regulatory approach of ensuring
compliance has been the same across geographical dimensions, with the compliance
department trying to understand and internalize the wide array of regulatory requirements. In
a rapidly changing regulatory environment, such a reactive approach to compliance inevitably
keeps the financial institution in catch- up mode relative to its regulators. The Reg Tech
implementation approach has taught financial institutions how to fight the compliance war in
a dynamic environment of change, iterating modeling and testing financial institutions and
adapting to it as appropriate. It is explained why the successful use of Reg Tech can lead to the
virtual immunity of a financial institution from falling afoul of its regulators. It is thus
demonstrated that the application of Reg Tech can add value to financial institutions and by
extension to regulators. Ultimately, certain regulators recognize Reg Tech’s potential and wish
to educate their compliance counterparts in the same way.
Equ 1: Overall Compliance Effectiveness Equation

Where:

s (CE represents overall compliance effectiveness.
e FE s efficiency (from automation and Al).

e (' is cost reduction (from automation and Al).

e R is risk reduction (from Al and blockchain).

CE = E + vC + vaR + 44T

s T is transparency (from blockchain).

2. Regulatory Technology (Reg Tech): Concepts and Evolution

Regulatory Technology (RegTech), a term widely recognized in the business world, is defined
as the delivery of services and technology that enable companies to meet their regulatory
obligations more efficiently and effectively using the latest technologies. Companies in various
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sectors use RegTech to manage different regulatory requirements, including Know Your
Customer (KYC), Anti-Money Laundering (AML), and different other types of reporting
requirements. The current investigation focuses on the impact of RegTech automation, artificial
intelligence (Al), and blockchain on corporate compliance by focusing on the case of XBRL-
based Chinese financial reporting.

The ongoing digital transformation trend in various sectors has promoted the evolution of
RegTech, which includes technologies such as cloud solutions, blockchain, and artificial
intelligence offered by competencies. The evolution of RegTech can be seen as the process of
the quick integration of a series of breakthrough digital developments with traditional industry
systems. The breakthroughs of fintech and the relevant professional fields have gradually
formed a new ecology, in which RegTech can be seen as the effective tool for industry players
in response to changes of regulations and regulatory environments of companies. RegTech
began with enterprise regulatory compliance assessment and prediction and has now deployed
a series of smart solutions based on data analytics and rule algorithms which generally
comprises the regular assessment, auditing, monitoring, prediction, advisory, training, and
hotline services. The RegTech transforms the regulatory questions into the mathematical
formulas. Considering the familiarity with the industry norms and rules, a digital approach
based on the predictive model can be developed for the compliance evaluation task. The digital
approach can digest the native data and decode them into a series of rules for regular auditing,
monitoring, and predicting articulate the recommendations for legal affairs. The detailed
solutions can automatically generate reports for customers. Industries in different sectors face
diverse regulatory questions and requirements that may vary, and companies or institutions
generally develop implemental solutions with the help of technological vendors. The fintech
companies and big accounting firms launched thousands of such regulatory technology
platforms. To be more accessible, the focus of this study is within the construction of corporate
audited Chinese financial reporting by embracing the XBRL technology. Various established
cases and applications related to XBRL-based financial reporting are illustrated in the same
sector and in others.

Enhancing regulatory compliance is regarded as one critical issue which guarantees the
integrity of day-to-day operational activities from the frauds, financial negligence, and risks
following the offside working behaviors. Regulatory compliance requires organizations to
abide by the laws, rules, and regulations or industry norms in the management and operation.
For companies, especially listed companies, compliance includes the timely disclosure of
company information and data as well as various financial reports and statements. In turn, the
ongoing financial reports can facilitate stakeholders, including investors, supervision
institutions, and tax authorities, to evaluate the development and real conditions of the
companies. This recursive feedback and evaluation mechanism can boost the operational
integrity based on transparency. On the one hand, the listing rules regulate the lawful business
operations of the enterprise and its reporting obligations. On the other hand, the listing rules
require the company to disclose material information in a timely manner by announcing the
company’s important matters and financial data. Given the complicated business procedures
and voluminous transactions generated, it is a challenge for the executives and managers to
check whether their companies have abided by the listing rules or have been involved in the
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financial fraud crimes. To some extent, they have the potential to prevent or curb the
compliance risks. As the non-criminal defense, the regular ERP magic tools have been widely
used.
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Fig 2: Features and Scope of Regulatory Technologies
2.1. Definition and Scope of Reg Tech The term Regulatory Technology

(Reg Tech) refers to tools and solutions that leverage technology to streamline compliance with
regulatory processes. It involves using software, data analytics, and machine learning to
improve risk controls and outcomes. Compliance and corporate policies can be enforced more
efficiently and effectively with Reg Tech. Moreover, audit trails become more robust and
consistent by adopting this technology. Reg Tech in software tools can automatically aid
companies in staying current with changing laws and regulations that are relevant to their
business operations. This review study on Reg Tech aims to approach compliance more
effectively and analyze the effectiveness of the adoption of Reg Tech in enforcing financial,
business, and legal policies in corporate settings. Three types of applications most frequently
mentioned in the literature were addressed: Reg Tech for automation, Al, and Ledger
Technology.

Overall, the focus of Robotic Process Automation (RPA) Reg Tech tools is on streamlining
compliance processes and activities, particularly those that have been performed manually and
are time-consuming. A robust compliance program benefits any organization, providing a
comprehensive approach to evaluating adherence to a set of legal and statutory obligations. It
ensures that a company continues to support best practices and avoids costly fines and
penalties. Compliance outsourcing companies have emerged to support organizations in
scaling their adherence to the increasing number of more complex and constantly evolving
regulations. These companies are taking advantage of Reg Tech advancements, driving a set
of technologies directly focused on compliance automation and efficiency. Reg Tech tools can
be executed more simply and in a more cost-effective way than conventional markets to assess
risk, audit and implement controls, or monitor and enforce compliance activities.

Developed and currently developing methods both fall under the area of Reg Tech tools, as do
products addressing several compliance areas. Currently, public companies are implementing
Reg Tech tools related to financial disclosure through the development and automation of
XBRL, data analysis tools for detecting financial fraud, machine learning techniques for
generating more readable financial statements, and automatic disclosure verification tools from
non-compliance activities. Banking institutions are using Reg Tech tools focused on
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compliance with Anti-Money Laundering (AML) regulations and are generally used in know-
your-customer (KYC) verification banking tasks.

2.2. Evolution of Reg Tech in Corporate Compliance Since the 2008 global financial crisis,
regulatory enforcement has peaked across sectors and territories, and in each jurisdiction
businesses are facing increasingly more complex and demanding regulatory requirements. As
a reaction to this, there has been an ongoing evolution in how companies approach compliance
management. General observation of this business transformation suggests the observed trend
is cyclical and defined by long-term changes in the regulatory environment, followed by shorter
periods of concentrated efforts to comply with those evolving norms. Each cycle is
characterized by a unique feature of how companies handle compliance. In the early days, the
reaction to legislative innovations was mainly limited to compliance with the letter of law and
focus on mitigating adversity. Later on, compliance management expanded into more
comprehensive mechanisms that strived to reveal sources of regulatory pressures and treat their
root. As of now, business observably reverts to earlier-established mechanisms.

This historical account tells only part of the story. The overall reaction is influenced by
technological achievements that had an impact on the entire business sector. Over 30 years ago,
companies welcomed the first commercially available personal computers, which marked the
onset of one very significant trend — automation. A few years later, companies started to use a
very basic networking service, which some years later evolved into a broad consortium of
interconnected computers that allowed dispersion of data processing and storage capacity. Less
than 20 years ago, businesses adopted data warehouses, which empowered them to store and
process vast amounts of data sets. Operating on these sets came many analyses tools, which
enabled for the first time predictive modelling. Blockchain appeared only years ago, but most
companies are already trying to adopt some facets of this technology. It resulted in the supply
of examples being structured into several cycles featuring both regulatory as well as
technological novelties. Each full cycle typically spanned 5 to 10 years, which opens up the
question: what will the next step of this ongoing trend look like?

3. Automation in Financial Reporting

Financial reporting is taxing on company resources, financial staff and accountants alike — it is
time-consuming with the requirement to ensure accuracy and compliance, and delays can have
serious repercussions to the company bottom line. The realization of these negative aspects in
the financial reporting processes has spurred interest in improving these processes. Robotic
process automation is proposed as a technology to enhance financial reporting. Automation
clears more time for staff to work on other initiatives which get lost in the mundane. There are
many tools and avenues, which span data automation solutions for the finance industry and
ERP tools which automate compliance controls on finance workflows. From handling data to
generating the reports themselves, there are many technologies and avenues that can make
financial reporting faster, more efficient, and more accurate. As the pace of business attains
faster velocity, so must reporting to ensure timeliness and compliance. A significant amount
has been spent to automate financial reporting. Rather than questioning the ‘why’, companies
should have been dedicating resources to figuring out ‘how’. Dedicated financial reporting
technology and services relieves the CFO’s department with a bevy of options to assist them
with meeting demands. Data automation is paramount for financial services companies for
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internal reporting demands. Nonetheless, despite many options on the market to choose from,
whether that be ad-hoc solutions, ETL tools, financial software, or systems applications, the
primary problem that occurs time and time again is integration with existing legacy systems
and processes. Another issue that may put CFOs hesitant of financial automation software
solutions is the ever-present necessity for financial personnel who are already knowledgeable
in compliance principles and rules. It’s important not to get lost entirely in financial automation
tech, though. Other disciplines caution about placing too much trust and handing over complete
control to the robots in case of financial doom in certain other industries. While compliance is
something that can readily be automated due to the stringent and strict nature of federal rules,
the internal reporting process still requires that added level of human oversight to ensure
comprehensive information is provided. Including multiple stakeholders in conversation
ensures the correct source data is being used for financial production. This is why a tool in a
financial reporting project is predominantly automated in the data collection phase, but the
interpretation of results and compilation are predominantly manual.
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Fig 3: Al in Financial Regulatory Compliance
3.1. Benefits and Challenges of Automation in Financial Reporting
Over the last few years, news has spread on how extremely innovative technologies such as
Artificial Intelligence (Al) and Blockchain are quickly becoming common practice in financial
services environments and in the financial reporting process. Financial services firms,
especially the ones dealing with financial regulators at a global level, have put in place
streamlined processes to meet financial reporting requirements applying regulatory technology
or simply RegTech, for generating high-frequency automated output for over-the-counter
(OTC) and exchange-traded derivatives’ lifecycle. Further, these highly regulated entities are
implementing solutions drawn from RegTech’s toolbox, for instance Machine Learning (ML)
for processing natural language in complex global regulations through the public cloud;
delivering audit trails through Distributed Ledger Technology (DLT). However, the ability to
achieve streamlined automatic financial reporting has now taken a step further with the
emergence of a new generation of requirements made of several evolving regulations.
Blockchain and its “smart contracts” capabilities are gaining an increasingly prominent role in
the financial sector, enabling both quicker and safer execution of financial transactions and
other finance-related processes by automating the recording and verifying of data thanks to a
distributed database technology. Now, there is a growing interest in these financial areas —
along with compliance processes and financial reporting, extending to cryptocurrency-ledgers
— focusing on the adoption of tokens verifying the assets financed with the recent rise of
Security Token Offerings. In addition, financial compliance has been streamlined recently for
what concerns the adoption of blockchain solutions in client on-boarding in the anti-money-
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laundering directive (AML) and Markets In Financial Instruments Directive (MiFID).
Financial reporting is a core activity performed by all finance departments and accounting
firms. Since the Financial Crisis of 2008, the financial regulation industry underwent a series
of significant changes. Ensuring compliance with these fast-evolving regulations is an around-
the-clock job. Failure to submit the right reports on time would be heavily penalized. This is
the reason why part of the financial regulatory practice has been automated, showing vast scope
for the use of cutting-edge technologies such as Blockchain and Al.

Equ 2: Blockchain Impact on Transparency Equation

Where:
e T is the level of transparency.
e B represents blockchain adoption in the financial reportin

T — fl[B Du, Dq_,} e D, is the deg.]r.ee Iof data accuracy ensured by blockchaif.
e D, is the verification level of the data through blockchain,
4. Artificial Intelligence (Al) in Financial Reporting
The integration of Artificial Intelligence (Al) into the performance and management of
corporate functions is rapidly growing. As such, Al tools that have transformed industry
functions are beginning to be considered in the domain of financial reporting. This Report
outlines the impact of Al on financial reporting for corporate compliance, as well as its
transformative implications. In addition, the Report investigates the Al features of predictive
analytics, natural language processing, and data visualization, as these capabilities have
substantial implications for the reporting practices of organizations. The Report also evaluates
Al deployments in organizations, including its impacts, challenges, and future considerations,
to offer informed perspectives on the adoption of Al technologies for financial reporting.
Financial data generate rapidly in electronic formats and in digital forms, and within the large
datasets are valuable insights for informed decision-making. By leveraging Al features like
machine learning and natural language processing, corporation compliance personnel can
analyze substantial datasets that would be challenging to appreciate otherwise. The Report
investigates the adoption of Al in the financial sector and produces findings related to its impact
on compliance practices. This concern arises out of a multitude of consumer client data
generated through innovative services and products. The real-time capabilities of Al can
transform these findings into practices for the swift release of statements or the efficient
development of insights. Such automation is nearly impossible for consumers. However, there
is the potential for consumer data commercialization.

Fig 4: Artificial Intelligence (Al) in Financial Reporting
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4.1. Applications of Al in Corporate Compliance Artificial Intelligence (Al) can
revolutionize the conventional reactive method to compliance, offering prospective and
conscious ways to compliance matters. In-depth analysis of compliance data can assist in
regulatory obligations, assessment, or in spotting potential breaches. The many use cases of Al
technologies within compliance consist of compliance monitoring to quickly scrutinize a large
amount of continuously updated and real-time data as they come across, watching out for
anomalies and concern areas. Traditional monitoring systems usually happen long after the
actual event; Al can provide a more proactive approach. Another popular use of Al is to free
compliance officers from repetitive and dull tasks. They can be fully automated, which enables
compliance officers to focus on more strategic work. A great deal of accuracy is needed in
reporting regulatory cases, which can be difficult, especially with regulations changing
frequently. Al-driven tools can systematically and consistently ensure that all cases are well
managed and will not make foolish mistakes. Considerable effort is put into developing Al
tools that can automatically assign levels of risks to cases. These models are trained on the
many cases of historical breaches, frequent compliance issues, and case types.

Another type of Al model consists of using machine learning technology to predict who is
probable to be in breach of compliance next time. In addition, new predictions must be easily
integrated into current compliance system architectures, manual workflows, and end-user
products. Compliance Al tools do not run in a vacuum, but must collaborate seamlessly with
current compliance frameworks and systems.

5. Blockchain Technology in Financial Reporting

Blockchain technology has gained significant attention in recent years and has the potential to
radically transform many aspects of society including, potentially, financial reporting. With its
underlying decentralized and immutable design or architecture, blockchain technology can
greatly enhance transparency and security. Decentralized ledgers ensure trust in the integrity
of data. Its transparent nature allows data to be seen by all users who could also keep watch or
monitor all incoming transactions. A shared and an unchangeable ledger protect data from
being tampered with or altered in any way. Because of this design, upon the emergence of
blockchain technology, many experts suggest that fraud and errors are significantly reduced.
According to, such audit trails of records of financial transactions allow verification or
validation of data with minimal effort or reliance on intermediaries. As a single source of truth
for financial data, this technology could be valuable for organizations, as well as auditors or
regulators in the audit process. There is no need to compare transaction records kept on
different systems. Nor is there a need to access and/or retrieve records from transaction
counterparties, since financial transactions and associated records are in the ledger as well.
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51. Key Features and Benefits of Blockchain in Financial Reporting
When it comes to such activities as financial and tax accounting, an organization generally
applies an appropriate accounting and tax policy. Therefore, a contract must be made between
companies-sellers and purchasers of goods or services concluded in electronic format. A
composite form must be established (a special XML document) compliant with the Act on
Customs clearance representation and regulations of the Cabinet of Ministers, attached to this
Act. Since such operations are usually carried out using electronic media, the need arises to
determine the conditions under which such contracts should be concluded. By the use of
composite form, companies participating in foreign trade operations are obliged to support all
processes in its cycle and collated automated information systems shall guarantee
confidentiality and integrity of transmitted data (including registration of electronic signature
rates). Furthermore, all information shall contain data eligible for the human eye; therefore, it
is inserted in the composite form as an original text information (parse text of composite form).

Equ 3: Compliance Cost Reduction Equation (Impact of RegTech on Compliance Costs)
Where:
e (' is the total compliance cost after implementing RegTech.
e (Y is the initial compliance cost before RegTech adoption.

e o represents the cost reduction due to automation.

C = C” ' (]- - l'_,'t] : (l _ .3} e [ represents the cost reduction due to Al.
6. Case

Studies and Examples

Regulatory Technology (or RegTech) in financial reporting consists of implementing a specific
technology to a monitoring process with the aim of meeting the regulatory standard. This
technology can take many forms such as new IT, automation, or distributed ledger systems.
Combined, these resources allow publicly traded companies at risk of violating Federal or State
rules to immediately become aware of the specific matter they are under scrutiny for.

On the European side, Latvian banking giant UnionBank was fined thirty-five million US
dollars before entering a five year suspension due to intentionally fraudulent financial
misconduct related to corruption, money laundering, and HFT in 2018. To exit this suspension,
accurate reports of official financial performance had to be filed every three calendar months
for three consecutive years. UnionBank accomplished this through a cascading application of
transferability, data security features, and DNS which led to a nearly six-percent increase in
the carrying capacity of their stood-up sixteen-terabit-per-second channel routers. Moreover,
California insurance startups AminoPath Insurance Services and CarbonPay Market, Inc. were
both convinced that offering an insurance product that paid claims only after detection of a
cryptographic deposit on a Blockchain was better than legally necessary. At the same time,
both companies understood that insurance policy and trust amendments changed by their
respective state insurance subsidiaries were the real necessity behind their potentially ground-
breaking concept. To comply, they turned to Lemoni Green Corporation’s LAWSaaS program.
The architectural design of this program automates the agreement adjustment and submission
process, establishing a complete and accurate paper trail that is also secured from fraud by
cryptographic hashing methods. Independently, the implementation of this program at
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UnionBank and AminoPath was responsible for an average seventy-eight-percent reduction in
the required cadence of interaction with their financial regulatory agencies, with the time spent
on tasks being divided by eleven across their initiatives.
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Fig : Scope of Regulatory Technologies

6.1. Real-world  Applications of  RegTech in Financial Reporting
The discipline of Regulatory Technology (Reg Tech) has emerged as a result of the growing
need for adaptive technology solutions in the compliance domain. Nowadays, the reader can
find an array of Reg Tech applications on the marketplaces which focus on common regulatory
pain points, from monitoring and reporting to data management and verification along with
audit and due diligence. This section will explore real-world examples of Reg Tech solutions
and their use in financial reporting. For a well-rounded view, it includes case studies on a range
of compliance sectors (media, healthcare, maritime, banking, manufacturing, etc.) while
commenting on best practices, benefits, difficulties and future of using automation, artificial
intelligence (Al) and blockchain technology in the reporting processes. In the big-data era, the
transparent, accurate and efficient completion of various reporting processes is an extremely
challenging task but lies at the heart of good corporate governance. Reg Tech tools and services
have a proven capability to efficiently verify the accuracy of the reports data before
submissions. Compliance platforms like Apiax, MCOE and VVComply helps with the automatic
dissemination of new regulatory updates, as well as with their audit trails and verification.
Nowadays there are various Automatic Reporting tools available that allow pre-generating
some of the annual compliance reports, thereby saving time and minimising error. Post-filing,
Blockpass and Tradeflow is a good example on how blockchain technology can efficiently
make the origin of the reported data fully transparent for the public. The Al-aided software like
Hyper Anna, explains assurance Analytics, Mia or is used by Ernst & Young can provide the
level of analytical depth and breadth currently unseen in traditional approaches. ProcessRPA
is an example of a robotic software package which requires minimal changes to existing IT
infrastructure to make a wide range of processes related to filings almost completely
automated.

7. Conclusion and Future Directions

Regulatory Technology (Reg Tech) solutions have significantly augmented the systemic
requirements for regulated firm operation and governance. Over time, a number of regulatory
mechanisms have utilized automation, artificial intelligence (Al), and block-chain technology
for routine compliance assurance, public disclosure, forensic analysis, and penalties. Findings
generate industry insights of the complex role of Reg Tech, the dialectic tensions between
technology vendors and their clients and offer theoretical insights into a better understanding

Vol.71 No. 04 (2022) 16706
http://philstat.org.ph



Mathematical Statistician and Engineering Applications
ISSN:2094-0343
2326-9865

and enactment of various mandates from regulatory bodies. The results inform managers and
regulatory officers to rethink the understanding and enactment of growing market expectations
and interpret extensive global requirements through Reg Tech. Specifically, technology
vendors are encouraged to build strategic alliances and further develop their technology
platforms through the adoption of hybrid and cumulative technology into current practices,
instead of only offering reactive “point” solutions or outdated “off-the-shelf” packages.
Regulatory Technology (Reg Tech) is a forthcoming approach of business process and model
innovation which can provide operational gains to businesses and transparency and security to
regulators through automation, data, analytics and compliance design. This innovative
approach is derived from the transposition of compliance activity of financial institutions in
compliance-as-code software instructions. As Reg Tech expands to supply chain finance
compliance it will have a cost lowering effect for firms. It is expected to contribute to
redesigning regulatory bodies as Reg Tech usage is growing. Transforming to algorithmic
efficiency it will have positive effects in cost, inclusive of public costs associated with
regulating activities. Furthermore, as precision in compliance activity is improving, there will
be a reduction in enforcement costs and compliance costs will be lightened. A complementary
regulatory harmonic intervention over tax-criminal compliance of firms could be envisaged as
compliance levels increase with Reg Tech, of which tax authorities are in a very waning
position. Offering firms a possibility to meet the regulatory compliance requirements and
disclose such activity to authorities through transparency, it will have a groundbreaking effect
on accessibility of firms’ compliance activity.

7.1. Ethical and Legal Considerations in Reg Tech Public and private enterprises are
adopting Regulatory Technology to increase the efficiency and effectiveness of compliance,
reporting and risk management processes. There are some ethical and legal considerations
which arise with the deployment of Reg Tech solutions in the context of corporate compliance.
It is essential to ensure the principle that data privacy and security is maintained in the
compliance process. This becomes particularly important when the system adopted is based on
automation, artificial intelligence or blockchain technologies, as these technologies rely
heavily on the maintenance of data and the high integrity of processing activities. There are
also risks in the use and implementation of technology both unethical, non-compliant, and
undesirable adverse effects which need to be addressed. For example, while Reg Tech software
providers generally claim that artificial intelligence is free from bias in compliance decisions,
Al is often trained on biased data, processes and outputs or even deliberately programmed to
output unequal results. In the relationship between Reg Tech and the regulator, it is also
important to note that the application of innovative technological solutions as part of
compliance, reporting and risk management processes will gradually shape the response of the
regulator and its offices to their examination and assessment activities.

Recently, there has also been a dialogue between financial regulators to arrive at a common
recognition of lobbying for new legal frameworks for the regulation and supervision of FinTech
and RegTech. For businesses choosing Reg Tech solutions, much care is sufficient, as the
innovation strength of supervisory authorities may lead software providers and compliance
services to install: four European banks on the sharing of sensitive information - authorities
have unlawfully sanctioned providers of Reg Tech services - “whistleblowing” informed
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authorities and damaged clients. There is, therefore, a need for setting standard regulations to
reduce the secretive risks of adopting Reg Tech and for negotiations between businesses,
regulators and software vendors on an open and common understanding of ethical and lawful
Reg Tech. Specifically, there are some practical implications for corporations adopting Reg
Tech.
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