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Guest columnist Donna Boehme is principal of Compliance Strategists and the 
former chief compliance officer for two leading multinationals.  

Mutual  funds  benefit  from  investing  in  undervalued  assets.  And  there’s  no  smarter  
buy than the hard-working chief compliance officer – the professional recently 
named by former federal prosecutor Michael Volkov in Law.com as the 2011 
person of the year.  

Once  considered  a  “backwater  career,”  the  fund  compliance  function  has  emerged  
as the critical guardian against both external and internal threats to the firm. But 
according to Volkov, this trend has occurred at a time when CCOs across all 
industries  face  “institutional  forces  which  hold  them  back  from  achieving  their  
mission.”   

In identifying the CCO as a historically under-appreciated firm asset, with an 
enormous mandate but often lacking necessary resources, Volkov has hit directly 
upon the unspoken truth that CCOs are positioned for failure all too often. Indeed, 
fund boards and management must ensure that CCOs have the full resources they 
need to do their jobs, including going beyond the baseline requirements of the 
Securities and Exchange Commission's valuation rules. 

Some recent survey statistics back up the tough reality that many fund CCOs face. 
This month a survey by the Society of Corporate Compliance and Ethics reveals 

http://www.law.com/jsp/cc/PubArticleCC.jsp?id=1202536122958


that 60% of CCOs in a broad swath of industries, including financial services, 
considered leaving their jobs due to stress, a whopping 73% viewed their budgets 
as insufficient and 58% of compliance  professionals  surveyed  felt  “isolated”  and  in  
an  “adversarial  position.”  A  December  2011  Ignites compliance survey identified 
mutual fund sales and marketing as the departments most at odds with the CCO 
and compliance officers.  

These challenges come as the compliance sector arrives at a crossroads. With an 
unprecedented rise in new laws, regulations and enforcement leading to expanded 
responsibilities, their heads are on the chopping block while they contend with 
scarce resources.  

Is  it  any  wonder  the  “Person  of  the  Year”  is  stressed  out?  In  a  2009  report,  the  
RAND Center for Corporate Ethics and Governance found that although CCOs can 
play  a  “pivotal”  role  within  organizations,  including  as  a  key  agent  of  the  fund  
board, their effectiveness  depends  on  their  degree  of  “independence,  seniority,  seat  
at  the  table  and  empowerment.”   

This is where the fund board must weigh in.  

In 2003, the SEC took an important step towards CCO empowerment when it 
required each registered fund to designate a single CCO with sufficient seniority to 
enforce  the  firm’s  compliance  policies  and  procedures.  Safeguards  from  the  SEC’s  
Rule 38a-1, such as direct reporting to the fund board and board oversight of the 
CCO’s  compensation  and  removal,  were  intended  to insulate the CCO against 
undue management pressure. In practice, particularly in light of the onslaught of 
new regulations and the Dodd-Frank Act whistleblower regime, it is clear the 
board must do more.  

The tendency of management and boards to view CCOs and compliance programs 
as a necessary evil, rather than an invaluable long-term strategic asset, perpetuates 
the institutional roadblocks that impede their efforts.  

Fund boards can send a powerful message to the firm by requesting quarterly, not 
annual, executive sessions with the CCO, making an independent director 
accessible to him or her on an ad hoc basis, and establishing automatic escalation 
of certain material matters to their attention.  

The  board  should  ensure  the  CCO  has  a  “seat  at  the  table”  at important adviser 
meetings, especially when they relate to new products and services, and is well 
compensated, supported and positioned to impact the overall culture of the firm.  
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Finally, in the time-honored  tradition  of  “reward  the  behavior  you  want,”  one sure-
fire way to make compliance important to everyone is to include active support of 
the CCO in compensation, performance and promotion metrics for line 
management.  

That’s  real  tone  from  the  top.  It’s  time  for  fund  boards  and  management  who  are  
serious about compliance to position their CCOs for success and elevate this 
undervalued  asset  to  a  significant  “core  holding”  status. 

 
 


