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Recent moves by the SEC and Congress to improve the 
process for handling whistle-blower complaints put the 
onus on boards to make sure whistle-blowers have a voice 
at their companies, say corporate compliance 
professionals. 
 
The SEC recently proposed a cash bounty for those who 
turn in private sector financial fraudsters. Meanwhile, 
Congress included broader whistle-blower protections in its 
just-passed stimulus bill. 
 
Audit committees are duty-bound to give employees an 
outlet for complaints about questionable practices. Yet six 
years after Sarbanes-Oxley required boards to open 
channels for whistle-blowers, the pipelines often are 
clogged. Directors should consider raising their in-house 
watchdogs to C-suite status, some compliance pros say. 
 
Donna Boehme, the former compliance and ethics officer 
of BP, advocates that chief ethics and compliance officers 
report directly to CEOs and have unfiltered access to make 
progress reports to audit committees. They should not 
report to the general counsel, which is the most common 
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structure, she says, because in-house lawyers are more 
concerned with reducing liability than assuring compliance. 
These CECOs should control their budgets and have defined 
mandates, she adds. 
 
At least one audit committee member agrees. Eileen 
Kamerick, who is on audit committees at Westell 
Technologies 1and Associated Banc-Corp 2, supports 
the concept of a direct-reporting  CECO.  “It  matters where 
your  pecking  order  is  in  a  company.  It’s  critical  that  the  
board and CEO invest this person with support to be seen 
as  someone  with  power  within  the  company.” 
 
Some corporate compliance officers — typically the first 
recipients of whistle-blower complaints — actually fear 
retaliation for identifying legal or ethical violations. Some 
CECOs  even  say  they’ve  been  the  victims  of  retaliation,  
says Stephen Kohn, the president of the National 
Whistleblowers Center 3. 
 
“In  most  cases,  chief  compliance  officers can best be 
described as window-dressing. Audit committees are doing 
poorly,”  Kohn  concludes. 
 
Contrary to common perception, a large proportion of tips 
appear to be legitimate. In 47% of allegations, for 
example, corrective action is required by the company or 
authorities, according to The Network, a company that 
manages whistle-blower systems. 
 
Of course, such complaints eventually should fall in the 
laps  of  audit  committee  members.  That’s  because  Section  
301 of SOX mandated that audit committees at public 
companies had to set up procedures to look into all 
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confidential or anonymous complaints about questionable 
accounting, internal accounting controls or auditing. 
 
The provision does not cover human resource problems 
such as discrimination or sexual harassment. Under the 
new stimulus money package that President Barack 
Obama signed last month, however, whistle-blowers at 
private companies and state and local governments now 
are protected from retaliation if they disclose waste, fraud 
or gross mismanagement when it comes to organizations 
that use federal stimulus funds. 
 
Still,  under  SOX,  there’s  no  standard  whistle-blower 
reporting process, says Frederick Lipman, the president 
of the Association of Audit Committee Members 4. At 
most companies, the complaint goes directly to the risk or 
compliance officer, who in turn moves it to the audit 
committee, Lipman says. 
 
Most  employees  probably  don’t  know,  however, that they 
can pass their information directly and anonymously to 
their audit committees. Those are taken up by the 
committee members themselves. 
 
At software maker McAfee, for example, its audit 
committee provides several ways for whistle-blowers to be 
heard.  There’s  a  telephone  hotline,  suggestion  boxes  and  
an e-mail address, according to an SEC filing last October. 
Some companies allow anonymous reporting by filling out 
forms on company intranets or the Internet as well as via 
fax and e-mail. 
 
Judith Richards Hope, who chairs the audit committees 
at General Mills and Union Pacific, calls their whistle-
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blower systems well thought out and carefully 
implemented. 
 
In addition to having compliance managers check into 
alleged problems, Hope says that regular fake tips are also 
deliberately planted. These placebos let internal auditors, 
the audit committees and the full boards know whether all 
tips are being taken seriously and investigated. 

 
 
  
  
 


