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Mark Hurd’s  scandal-ridden exit from Hewlett-Packardrenewed focus on a 
board’s  role  in  overseeing  compliance  and  ethics  policies.  This  scrutiny,  
combined with greater regulatory pressure, motivates directors to understand 
their role in promoting sound ethical practices. Compliance 
Strategists principal Donna Boehme discusses five questions that board 
members should ask about compliance and ethics programs. Boehme was the 
first group compliance and ethics officer for BP. She recently served as co-chair 
of  the  2010  RAND  Symposium,  “Directors  as  Guardians  of  Compliance and 
Ethics  in  the  Corporate  Citadel.”  Read  more  about  that  symposium  by  
clicking here. 

1.  What  are  the  elements  of  the  company’s  compliance  and  ethics  (C&E) 
program, and how does each of these meet industry best practices and 
regulatory guidelines? 

Directors need to fully understand the risk assessment that the company 
conducts while gauging the top legal and ethical risks the business faces. This 
must involve identifying measures the company is taking to ensure consistent 
disciplinary action when misconduct is detected. Boards also have a duty to 
confirm whether resources are in place throughout their businesses to make 
sure C&E activities are implemented and monitored. 

2. How does the board discharge its obligations for oversight of C&E 
programs, including requiring direct, unfiltered reports from the CCO? 

Every board should be clear on how it will obtain the necessary information to 
exercise its required oversight. Recent amendments to Federal Sentencing 
Guidelines (effective Nov. 1, 2010) highlight the significance of having a CCO 
with  a  personal,  “direct  reporting  obligation”  to  the  board.  These  amendments  
are  an  acknowledgment  that  “filtering”  by  senior  management can prevent 
important information from reaching the board. Rather than relying on the old 
model of a one-time compliance briefing, directors should be having an ongoing 
conversation about C&E through scheduled, detailed reports from the CCO. 

3. Is the CCO a senior executive with experience, authority and resources 
sufficient to do the job? 
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An action that boards can take  to  ensure  the  effectiveness  of  their  firms’  C&E  
approach is to scrutinize the seniority, experience and empowerment of the 
individual tasked with overseeing the program. 

4. What has management done — in both words and visible action — to 
support ethical conduct and legal compliance? 

Boards should be asking for demonstrated actions from line management that 
showcase how compliance and ethics measures are embedded into the 
company’s  culture.  Verifying  whether  compliance  is  intertwined  with  best  
practices  should  be  an  ongoing  part  of  the  board’s  due  diligence. 

5. How does the organization embed ethical leadership and culture 
throughout its management, including incentives and linkage to 
compensation and performance evaluation processes? 

In recent testimony before the U.K. Parliament, Paul Moore, former head of risk 
at HBOS,  said,  “If  you  want  someone  to  do  X,  pay  them  to  do  X.”  One  of  the  
most effective mechanisms for ethical leadership within organizations is to link 
desired behaviors to the compensation and promotion systems. 
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