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About the 2012 State of Compliance Study

« Second annual study

« Developed with a committee of senior compliance
executives from leading companies

35 questions focused in four areas:
 Scope of responsibilities compliance departments:

« Metrics used to gain assurance that the compliance
program is effective;

e Technology used by compliance departments; and

« The staffing, resources, and oversight of the function

2012 State of Compliance Study June 2012
PwC and Compliance Week Slide 4



| About the 2012 State of Compliance Study

 Survey remains open through December 31, 2012 at
www.pwc.com/us/compliancebenchmark2012

» Participating companies receive a complimentary full
benchmarking report that compares their response to
the peer group for all 35 questions.
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http://www.pwc.com/us/compliancebenchmark2012

Who is the Chief Compliance Officer
today and tomorrow?

The role of compliance is evolving

Much like that of a primary care physician
Strengthening reporting at senior and board levels
Highly collaborative: understands the core businesses and their risks

Works with teams across the organization and with specialists who
bring detailed knowledge of business issues, processes and risks

Consults, advises and monitors, but does not “own” many compliance
areas

Ethics and compliance execution remains the domain of those who
own and run the business
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| .
Compliance Scope
Compliance Reporting Relationships, Scope and Resources

Extent of the compliance department’s involvement in
various areas of the enterprise (partial list)
gifts and entertainment directly responsible
Fair competition/anti-trust 37% 49% 11% 3% m Compliance is
somewhat involved

Anti-corruption/anti-bribery 71% 20% 7% | gPAL
B Complianceis
Regulatory quality 34% 45% 19% 2% not involved
Fraud prevention 50% 48% 2% W Not applicable
Privacy and confidentiality 50% 45% 5%
Money laundering prevention 41% 29% 15% 15%
Insider trading 37% 39% 10% = 14%
Supplier compliance/ 26% 56% 14% 4%
ethical sourcing
Enterprise Risk Management 25% 7% 17% 1%
Social media 18% 62% 18% 2%
0% 20% 40% 60% 80% 100%
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| . . . .
Compliance Reporting Relationships
Reporting Relationships, Scope and Resources

The chief compliance officer formally
reports to the following individual(s):

B General Counsel/Legal
B Audit Committee/Board of Directors
I Chief Risk Officer
B Internal Audit
Chief Financial Officer

" Chief Executive Officer
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| . . . .
Compliance Reporting Relationships
Reporting Relationships, Scope and Resources

Day-to-day chief compliance
officer reporting relationships

B General Counsel/Legal
B Audit Committee/Board of Directors
I Chief Financial Officer
| Chief Executive Officer
Other Executive
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| .
Compliance Resources
Compliance Reporting Relationships, Scope and Resources

Annual budget for compliance and related
activities at the compliance department level

Less than $1 million
B 51 million-$1.9 million
= $2 million - $2.9 million
B $3 million - $4.9 million
= $5 million - $9.9 million
= $10 million or more
B Prefer not to disclose
B Do not know

8%
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| .
Compliance Resources
Compliance Reporting Relationships, Scope and Resources

Change in FTE compliance department
staffing over the past 18 months

1 Increased more than 10%
B Increased 6-10%

B Increased 1-5%

! No change

B Decreased
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I . .
Increasing pressure to demonstrate effectiveness
Effectiveness: Metrics and Assurance

Respondents who anticipate increased board and audit
committee demands for evidence of effective compliance

Respondents who are very satisfied with the assessment
of the effectiveness of the compliance program
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I . . .
Indicators and Metrics Used to Evaluate Effectiveness
Effectiveness: Metrics and Assurance

Importance of various indicators and metrics in evaluating the
effectiveness of your ethics and compliance program

B Very important
B Important

B Not important
3% P Notused

Hotline/helpline metrics 51% 36% 6% 7%

Customer and other ’
third-party complaints 33% 54% 10%

Training data (completion
rates, competency tests, etc.)

Employee disclosures (e.g.,
conflicts of interest, etc.)

Material weaknesses , 9%
and significant deficiencies ’

Employee questionnaires
or culture surveys

45% 8%
2%
47% 7%
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| . .
Use of In-house Compliance Committees
The Increasing Role of Compliance Committees

Does your company have an in-house compliance
committee to support compliance efforts?

B Yes
B No
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| . .
Use of In-house Compliance Committees
The Increasing Role of Compliance Committees

Departments or functions that serve on the
compliance committee

Office of the Chief Compliance Officer | GGG
Information Technology
Human Resources 83%
General Counsel/Legal
Internal Audit
Finance

Sales and Marketing [ EGTNNGEEGEGEGEGEED
Investor Relations 15%
Supply Chain 21%
Operations
Business units
Other 21%
0% 20% 40% 60% 80% 100%
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l . .
Use of In-house Compliance Committees
The Increasing Role of Compliance Committees

A crucial question 1s whether the composition

of those compliance committees reflects the risks
that organizations faces?

The State of Compliance survey suggests
that right now, the committees do not.
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| .
Tools and Technologies Used Today
Leveraging Technology

Tools and technologies used by GRC functions to capture and
report GRC-related data (compliance function only)

No tool or technology is used l 1%
Desktop tools (e.q.,
wicosotWorg el Sharron, o) [ MM
Internally developed tools and technologies _

ERP technology and tools (e.g., Oracle/SAP)

Other third-party technologies and tools (e.g., )
DpenFF ages, Bwise, Archer, Paisley, other) 45%

Do not know l
1%

0% 0% 20% 30% 40% 50% 60% 70%  80%
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| Social Media and Compliance

Social media is used as part of the
compliance and ethics program

B Ves
B No
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| Social Media and Compliance

Ways social media is used as part of the
company’s compliance and ethics program

B Benchmark
group

We communicate about ethics and compliance topics
through external social media channels such as twitter, Facebook, etc.

We communicate about ethics and compliance topics
through internal social media channels such as Yammer, blogs, etc.
We review public social media and other

resources as part of our pre-hiring diligence

We monitor social media sites for
postings suggesting potential misconduct

We have a policy relatated to our employees’ use of social media
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How To Take A Deeper Look...

www.pwc.com/us/compliancebenchmark2012

Sally Bernstein
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sally.bernstein @us.pwc.com

617-530-4279

Barbara “Bobby” Kipp

Partner

Co-Leader Ethics and Compliance Practice
PwC

barbara.h.kipp@us.pwc.com
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