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Introductions — who are we?

Managing Director,

Compliance & Ethics Solutions Leader
PricewaterhouseCoopers LLP

101 Seaport Boulevard

Boston, MA 02210

(617) 530-5011

Director, Corporate Compliance
Xcel Energy Corporation

414 Nicollet Mall, 401-8
Minneapolis, MN 55401
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Compliance & Strategy — what matters?

+ Lack of standardization and

o consister
Ve .
;f oy
o :
Health & 5, o

Lack of coordination among risk
management functions

Gaps and overlaps in
isks/compliance areas
Compliance and audit fatigue in
the business

Increasing cost of
compliancefincreasing regulatory
complexi
Challenge growing!

ncy

Clarity of roles and
responsibilties

Risk man:

Ecosystem

ty

developing organizations

: 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

Plays a key role in our strategic plans and
activities

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

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

* Source: PuC State of Complance study
PuC
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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?

aYes =No

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

All

respondents
who did not

have someone.

functions in this
role

To whom does your Chief Compliance Officer or Chief
Ethics and Compliance Officer report?
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ChietFinancial Offcer i 9%
Ghist Operations Offer |1 3%
oontkaow ] 3%

Who functions as your organization’s compliance officer?
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Examples — when is structure relevant (cont.)?

CSES Leadership Team @ Xeolerergy

Sara Dietrich Laura Lonsdale
Strategy and Planning Strategic Corporate Compliance
Communications & Business Conduct

Judy Poferl
SVP and Corporate Secretary

[ .
Examples — when is structure relevant (cont.)?

CSES Organization @ XeetEnergy

Corporate Secretary
and Executive
Services

Strategy and Strategic Compliance and
Planning Communications Business Conduct

(6) (60) 7)

Advertising and Jurisdictional Communication
Brand Communications Services
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Examples — when is structure relevant (cont.)?

CSES Priorities @ XeelErergy

= Build on operations model 3
Build Enterprise + Sustain a strong culture of compliance to protect the

Continuity Capabilit company brand and reputation

Drive strong and sound governance practices )

- ~\
* To build customer trust, confidence and loyalty to support

Execute Strong positive Corporate and OpCo business outcomes
Reputational Platform - Position Xcel Energy and leaders as drivers in fulure
energy vision/plans

Sharpen Strategy and + Govern via simple, clear metrics.

Pl ina All t * Incent right behavior
anning Algnimen + Build competitive intelligence

Coordinate and Drive * Execule an integrated communication and change
management plan to help achieve a culture of
Culture Change conlinuous improvement




[ .
Examples — when is structure relevant (cont.)?

D

Reportingto:

g the C&E Reporting Structure

Advantages

Disadvantages

Boardof Directorsora |+
Subcommittee of the

Tnine with FSGs, comments from Department
of Justice and government settlements

Tess praciical given Board is nefiher onsite
nor involved in the business on a day-to-day
basis

= Supported (Though not mandated) by FSGS
Chief Executive Officer |« Greater buy-in and recognition of C&E efforts.
(CEO) across senior management and throughout
organization

CAE voice in business strategy, planning and
decision-makin

'Adds 10 the many demands on CEO's ime
'Adds to number of direct reports to GEO

General Counsel or 0
Legal Department

Most prevalent reporting structure (@l

industries)

Natural alignment (i.e., responsibiiies include
‘equipping the organization with tools to

comply with legal requirements)

Separate functions mandated in many
government settlements

Not supported (though not prohibited) by
FSG

s
Inherent conflict between roles (i.., protector
versus issue spotter); competition
timelattention

Potential for loss of independence / feelings
o pressure(eal r perceived) Lo nol s

Chief Risk Officer « Similar subject matter expertise and
responsibilities

Better leverage risk management
competencies in driving risk assessment and
risk mitigation

Better alignment of 2 ine” capabities
Establish independence between the Legal
Department and Compliance

+ Folottato minimize prominence of G& in

« Potential to focus more on managing risk

Pmermal Iacke! Tamiliarity with elements of a
C&Epi

organization /importance of Compliance fisk

Versus enhancing strategic goals

Business Units, Internal

Comuli
Compliance Risk

t, Legal Counsel and Human
Resuurnes Each should take on onspee cgmmame risk and compliance

PwC 20
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Examples — when is structure relevant (cont.)?
Factors and Considerati Impact
~ Structureof the wider organization
+ Risks and related risk management of the organization
Structure of « Scope and scale of compliance function activity
Function: + Regulatory requirementsat the dmerem levels onhe company
« Aneed !
. i + Compliance function that
" " is structured in a that with
Business Unit “hey can identi with to manage
and meet the il locati 1d industri
Flexible fanet N Dbusiness
Structure: - units.
. iy to conform to local N
Jaws and regulations + Acceptance of compliance by
Compli - i . i mbed
trust
Member . i

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...

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

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

s commited to compliance and etics but delegates
ost oversight activities

Does not demonstrate a visible commitment to
compliance and ethics

* Source: PuC State of Complance study
PWC
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Communications — where do they help (cont.)?

Does senior leadership formally communicate with How does senior leadership formally communicate
employees regarding the importance of a compliance with employees regarding the importance of a
and ethics culture and/or other compliance and ethic- compliance and ethics culture and/or other
related topics? (% saying yes) compliance and ethics-related topics?
a4%
Town hall
‘meetings
79%
osimase ot 33%
usiness uni )
meetings Video messages
22% -
How frequently does senior leadership formally i b
teate wi garding the imp All hapds Audio rmessages

of a compliance and ethics culture and/or other T
compliance and ethics-related topics?

Te% e
T T 1 k
! | ) ! Training
e g et
\_/ 24%
1% % N .
24% as part of every day business
Monthly  Quarterly Semi Annually Every Don't
annually otheryear  know
* Source: PC State of Complance study
PwC 13
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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.
PWC 14
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Accountability — why is it important (cont.)?

(V)
19 A) 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%

) I I I I

0% I . . .
Middle Immediete Senior Co-workers  Customers Business  Subordinates  Suppliers
Management Manager Leadership Partners.

*Source: Ethisphere
PWC
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Accountability — why is it important (cont.)?

Does your organization assess its tone
at the top?

40% No
How does your organization assess its tone
at the top?
@ We conduct employee surveys to _ 265
assess perception of tone at the top. .
7 We indlude tone at the top in senior
B sy potormareo maics M 1%
We conduct external benchmarking
‘o asesss one i ne oy I 24%
Intemal Audit ] a%
SOX Assessment || 3%
* Source: PAC St of Complance siudy
PuC 16

: Q&A — how can we help?
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" Thank you!

Thi icati i i ly, and i i ice. Youshould
not act upon the i ined in this publication wi i i i i o

o n o s @ . fessionz] advice. Mo represe
bylaw, Pri LP,its memb ts do not accept or assume any liability ibili y of care

for any consequences of you or anyone else acting, or refraining to act, in reliance on the
decisionbased on it.
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