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Introductions – who are we?
Andrea Falcione
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PricewaterhouseCoopers LLP
101 Seaport Boulevard
Boston, MA 02210
andrea.falcione@pwc.com
(617) 530-5011
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Director, Corporate Compliance
Xcel Energy Corporation
414 Nicollet Mall, 401-8
Minneapolis, MN 55401
laura.lonsdale@xcelenergy.com
(612) 215-5354
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Compliance & Strategy – what matters?
Fragmented functions, lacking clear ownership, accountability and integration
Current state

Future state

Challenges
• Lack of standardization and
consistency
• Clarity of roles and
responsibilities
• Lack of coordination among risk
management functions
• Gaps and overlaps in
risks/compliance areas

Risk management
Ecosystem

• Compliance and audit fatigue in
the business
• Increasing cost of
compliance/increasing regulatory
complexity
• Challenge growing/
developing organizations

Benefits: brand value and reputation protection, cost savings, proactive vs. reactive risk insights,
and enhanced risk insight for executive management and the Board
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Compliance & Strategy – what matters? (cont.)
How would you describe the compliance and ethics function’s role in your
organization’s strategic planning?

Is inherently integrated into all of our strategic
activities and plans

7%

Plays a key role in our strategic plans and
activities

19%

Is informed about our organization’s strategic
plans/initiatives but does not actively participate
in their development

44%

Has a limited role in the organization's strategic
plans or activities

25%

* Source: PwC State of Compliance study
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Examples – when is structure relevant?
Does your organization have a named Chief
Compliance Officer or Chief Ethics and Compliance
Officer, whose sole responsibility is the monitoring and
oversight of compliance or compliance and ethics?

To whom does your Chief Compliance Officer or Chief
Ethics and Compliance Officer report?

General Counsel/Legal

54%

Chief Executive Officer

23%

Board of Directors/audit committee
46%

Chief Financial Officer

3%

Chief Operations Officer

3%

Don't know

3%

54%

Yes

14%

No

In the absence of a named CCO or CECO, is there someone Who functions as your organization’s compliance officer?
else who functions as your organization’s compliance
50%
officer?*
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0%

0%

5%
Other

Head of Human
Resources

5%

Chief
Administrative…

5%

Legal function

5%

Chief Information
Officer

5%

Chief Operations
Officer

Multi-functional
Role

0%
Chief Financial
Officer

0%

Chief Executive
Officer

0%

VP/AVP/Director

5%
Chief Risk Officer

Chief Audit
Executive

14%

Senior
Compliance Role

9%
General Counsel

All
respondents
who did not
have a named
CCO or CECO
have someone
else who
functions in this
role
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Examples – when is structure relevant (cont.)?
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Examples – when is structure relevant (cont.)?
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Examples – when is structure relevant (cont.)?
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Examples – when is structure relevant (cont.)?
Defining the C&E Reporting Structure

Reporting to:

Board of Directors or a
Subcommittee of the
Board
Chief Executive Officer
(CEO)

General Counsel or
Legal Department

Chief Risk Officer

Advantages
• In line with FSGs, comments from Department
of Justice and government settlements
• Supported (though not mandated) by FSGs
• Greater buy-in and recognition of C&E efforts
across senior management and throughout
organization
• C&E voice in business strategy, planning and
decision-making
• Most prevalent reporting structure (all
industries)
• Natural alignment (i.e., responsibilities include
equipping the organization with tools to
comply with legal requirements)

• Similar subject matter expertise and
responsibilities
• Better leverage risk management
competencies in driving risk assessment and
risk mitigation
• Better alignment of “2nd line” capabilities
• Establish independence between the Legal
Department and Compliance

Disadvantages
• Less practical given Board is neither onsite
nor involved in the business on a day-to-day
basis
• Adds to the many demands on CEO’s time
• Adds to number of direct reports to CEO

• Separate functions mandated in many
government settlements
• Not supported (though not prohibited) by
FSGs
• Inherent conflict between roles (i.e., protector
versus issue spotter); competition for
time/attention
• Potential for loss of independence / feelings
of pressure (real or perceived) to not raise
issues
• Potential lack of familiarity with elements of a
C&E program
• Potential to minimize prominence of C&E in
organization / importance of Compliance risk
• Potential to focus more on managing risk
versus enhancing strategic goals
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Examples – when is structure relevant (cont.)?
Factors and Considerations

Impact

• Structure of the wider organization
• Risks and related risk management of the organization

Structure of
Function:

• Scope and scale of compliance function activity
• Regulatory requirements at the different levels of the company
• A need to drive consistency (functions, issues, locations, etc.)
• Perception of independence of the compliance function

Business Unit
Alignment:

 Compliance function that is structured in a manner that is in alignment with

significant business units so they can identify and address the compliance risks
and meet the regulatory demands of their markets, locations and industries
 Compliance structure that is flexible, allowing for the ability to immediately
address the varying short-term needs of quickly enhancing the compliance
function and addressing the compliance and regulatory requirements
 Underlying compliance procedures that allow the flexibility to conform to local
laws and regulations

Flexible
Structure:

Compliance
Organization
Member
Attributes:

 Skill sets of compliance, business unit and functional resources to effectively
establish compliance culture and trust
 Established and well-managed relationships to interact and coordinate
responsibilities across functions and business units

Complimentary
Compliance Risk
Management:

 Collaboration with Business Units, Internal Audit, Legal Counsel and Human
Resources. Each should take on specific governance, risk and compliance
responsibilities in order to help build a strong compliance structure.

• Compliance function that
allocates compliance resources
effectively in order to manage
risks appropriately
• Appropriate sharing of
compliance monitoring
responsibilities between
Compliance and the business
units
• Acceptance of compliance by
business units
• Business units that embed
compliance within their business
units and are in compliance
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Communications – where do they help?
How would you describe senior leadership’s support of the compliance and ethics
program at your organization?
Provides meaningful and consistent oversight of the
compliance and ethics program and communicates the
organization’s commitment to compliance and ethics to
employees and external stakeholders on a regular…

16%

Provides meaningful and consistent oversight of the
compliance and ethics program and communicates the
organization’s commitment to compliance and ethics to
employees on a regular basis

21%

Proactively supports the organization’s commitment to
compliance and ethics and provides ad hoc oversight
of the program

30%

Is committed to compliance and ethics, but delegates
most oversight activities

30%

Does not demonstrate a visible commitment to
compliance and ethics

2%

* Source: PwC State of Compliance study
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Communications – where do they help (cont.)?
Does senior leadership formally communicate with
employees regarding the importance of a compliance
and ethics culture and/or other compliance and ethicrelated topics? (% saying yes)

How does senior leadership formally communicate
with employees regarding the importance of a
compliance and ethics culture and/or other
compliance and ethics-related topics?

79%

87%

44%

Email
communications

Town hall
meetings

42%

33%

Business unit
meetings

Video messages

22%
How frequently does senior leadership formally
communicate with employees regarding the importance
of a compliance and ethics culture and/or other
compliance and ethics-related topics?

11%

All hands
calls/meetings

Audio messages

9%

2%

Training

Intranet

20%

19%

31%

Monthly

Quarterly

Semiannually

24%

4%
1%

2%

Annually

Every
other year

Don’t
know

24% as part of every day business communications

* Source: PwC State of Compliance study
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Accountability – why is it important?

Company culture trumps company policy almost
all of the time.
Companies need to pay as much attention to
culture as to policies, training, auditing, etc.
Research proves: Culture drives behavior! *

* Source: Ethics Resource Centre, NBES
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Accountability – why is it important (cont.)?

19% of employees feel pressure to compromise their Code.
Those in positions of authority are the top three most commonly cited
sources of this pressure.

40%

20%
33%
27%

0%

Middle
Management

Immediete
Manager

25%

Senior
Leadership

22%

Co-workers

19%

Customers

9%

9%

8%

Business
Partners

Subordinates

Suppliers

*Source: Ethisphere
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Accountability – why is it important (cont.)?
Does your organization assess its tone
at the top?

9%
Don’t
know
40% No

How does your organization assess its tone
at the top?
We conduct employee surveys to
assess perception of tone at the top

51% Yes

76%

We include tone at the top in senior
leadership performance metrics

10%

We conduct external benchmarking
to assess tone at the top

24%

Internal Audit

3%

SOX Assessment

3%

* Source: PwC State of Compliance study
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Q&A – how can we help?

? ?

?

? ?

? ?
Thank you!

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information contained in this publication without
obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted
by law, PricewaterhouseCoopers does not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the information
contained in this publication or for any decision based on it.
© 2015 PricewaterhouseCoopers LLP, a Delaware limited liability partnership. All rights reserved.
PwC refers to the United States member firm, and may sometimes refer to the PwC network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for further details.
This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors.

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should not act upon the information contained in this publication
without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the
extent permitted by law, PricewaterhouseCoopers does not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in
reliance on the information contained in this publication or for any decision based on it.
© 2018 PwC. All rights reserved. PwC refers to the US member firm or one of its subsidiaries or affiliates, and may sometimes refer to the PwC network. Each member firm is a separate legal entity.
Please see www.pwc.com/structure for further details.

Thank you!

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. You should
not act upon the information contained in this publication without obtaining specific professional advice. No representation or warranty
(express or implied) is given as to the accuracy or completeness of the information contained in this publication, and, to the extent permitted
by law, PricewaterhouseCoopers LLP, its members, employees and agents do not accept or assume any liability, responsibility or duty of care
for any consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in this publication or for any
decision based on it.
© 2018 PricewaterhouseCoopers LLP. All rights reserved. In this document, PwC refers to the United States member firm, and may sometimes
refer to the PwC network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for further details.
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