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Benchmarking Methodology & Business Imperatives
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Hotline Benchmark Statistical Snapshot

8,000+ NAVEX Global clients, of those 4,600+ utilize NAVEX Global’s Hotline and Case
Management systems

We only use data from clients who received 10 or more reports in 2014

More than 2,100 clients received 10 or more reports in 2014 (representing 32 million
employees)

- These 2,100+ clients received approximately 730,000 reports in 2014

We use medians (or midpoints) rather than averages to reduce the impact of outliers
Normal ranges identify extreme data points as potential areas of concern

Medians and ranges provide context for benchmarks
Our report reflects all intake methods: web, hotline, open door, mobile and email

Data covers 26 industries, and an additional 45 sub-industries
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Statistical Methodology

Median: Midpoint of the data

= Eliminates skew due to company/business
unit size and outlier data

= Reflects general trend of all
companies/organizations in the database

Ranges: Capture the spectrum of experiences
= Takes into account the variety of cultures

= Flags the most extreme examples as
potential areas of concern

Source: Are You Using Skewed Data to Benchmark Your Ethics & Compliance Hotline?
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The Business Imperatives of Benchmarking

- Accurate benchmarking can serve o 1
as a key effectiveness measure .

- So much data, but not always
clear what it means

- Need to demonstrate program
effectiveness

- Reporting meaningful and
actionable data to boards
and senior executives

- Comparing your performance to
peers and others

- Establishing context
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Live Attendee Poll:

Do you currently benchmark your helpline data against other companies?

Yes, we do 29.6%
|
Mo, it has not been a priority 40 8%
|

20.8%

Mo, butitis now a priarity
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KEY FINDING #1

Report Volume per 100 Employees:
Another Year-Over-Year Increase
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Report Volume per 100 Employees

2010 Benchmark @ 2011 Benchmark @l 2012 Benchmark @ 2013 Benchmark @l 2014 Benchmark

Call Volume Per 100| |Call Volume Per 100| |Call Volume Per 100| |Call Volume per 100| |Call Volume per 100
Annually Annually Annually Annually Annually

Median 0.9 Median 1.1 Median 1.2 Median 1.2 Median 1.3

Range | 0.2-3.9 Range | 0.3-6.0 Range 4-49 Range .5-4.0 Range | 0.3-8.3

The 2014 median rate represents a 44 percent increase in the Report Volume per 100
Employees over the previous five years.

Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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Live Attendee Poll:

What do you believe is the top driver for the continued growth in reporting?

Increasing sophistication of E&C programs and training 24.6%
|
Growing employee confidence in the repaorting process 34.4%

Improved board and executive leadership 6.7%
[

Growing media coverage of protections & awards 11.2%
I

Government encouragement to report externally 5.7%
]

Improved utilization ofthe case management system T7.8%
I

Other 2.8%
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Report Volume by Intake Method

Companies That Track only Reports from Web and Hotline

[ -

Median

range of central 80% = 0.3 - 8.2

Companies That Track Reports from All Sources

L

Median

)os

range of central 80% = 0.2 - 8.5

Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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Live Attendee Poll:

Do yvou track all of your reports in one case management system?

Yes, we track reports from all sources in one system 37.9%
Mo, we only track reports from hotline and web in our system 27.0%
|
We do not have a case management system currently 8.7%
[

6.4%

| am not sure how we track reports
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Report Volume by Industry

Highest Rate

Overall Median Rate:
1.3 reports per 100
employees

Lowest Rate

Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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KEY FINDING #2

Report Allegation Categories:
Numbers Remain Generally Consistent
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Categories of Reports Used

Accounting, Auditing and Financial Reporting
(i.e. financial misconduct, internal controls, expense
reporting)|

Business Integrity
(i.e. bribery, falsification of documents, fraud, COI,
vendor/customer issues, HIPAA)

HR, Diversity and Workplace Respect
(i.e. discrimination, harassment, compensation,
general HR and cases marked as "other”)

Environment, Health and Safety
(i.e. EPA compliance, assault, safety, OSHA,
substance abuse)

Misuse, Misappropriation of Corporate Assets
(i.e. employee theft, time clock abuse)

OB oo —

Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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Accounting, Auditing & 3%
Financial Reporting °

Allegation Categories ' 2010 Median | 2011 Median

3%

2012 Median

3%

Remarkable Consistency Across Allegation Categories

2013 Median

3%

2014 Median

2%

Business Integrity 17%

16%

17%

18%

17%

HR, Diversity and
69%
Workplace Respect

68%

69%

73%

69%

Environment, Health and 206 9% 206 206 6%
Safety
Mi Mi ropriation
suse, Misappropriatio 5o 206 6% 6% 6%
of Corporate Assets

Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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Industry with the Highest Median Reporting Rate by
Allegation Category

Accounting, Auditing and Financial Reporting 4% INDUSTRIAL MANUFACTURING
overall median = 2%

Business Integrity 28% HEATHEARE
overall median = 17%

HR, Diversity and Workplace Respect 849 ARTS & ENTERTAINMENT

overall median = 69%

Environment, Health and Safety 9% WHOLESALE TRADE
overall median = 6%
overall median = 6%

[

! | 1 | |

0 25 50 75 100

Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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KEY FINDING #3

Repeat vs. First Time Reporters:
Repeat Reporter Rate Continues to Increase
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Repeat vs. First Time Reporters

2010 Benchmark 2011 Benchmark 2012 Benchmark 2013 Benchmark 2014 Benchmark

Repeat Reporters Repeat Reporters Repeat Reporters Repeat Reporters Repeat Reporters
Repeat 24% Repeat 27% Repeat 27% Repeat 31% Repeat 32%
Substantiated Rate 2013 2014
First Time Reporters 35% 40%

Repeat Reporters 38% 42%

Accounting, . . . Misuse,
o . HR, Diversity & Environment, . -
Auditing & Business Misappropriation
Caller Type . ) ! Workplace Health
Financial Integrity of Corporate
. Respect & Safety
Reporting Assets
First Time
1% 13% 76% 7% 3%
Reporter 2014
Repeat Reporter
3% 10% 81% 4% 3%
2014

Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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KEY FINDING #4

Anonymous vs. Named Reporters:
Anonymous Reporting Remains Steady
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Anonymous Reporting

Source of frustration for ethics
officers and senior leadership
because of missing data and inability
to talk directly with the reporter

Senior leaders often push back on
accepting anonymous calls due to:

Fear of malicious calls
Fear of inability to resolve case

Strong belief that reporters with
real issues should be willing to
give their name

E.U. requirements re: handling of
anonymous reports

© 2015 NAVEX Global, Inc. N /\\/ E X .
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2010

2011

2012

2013

2014

oooooo : NAVEX Global's 2015 Ethic

Median Anonymous Reporting Rate

64%
62%
62%
60%
61%
1 I I I L I ! I I |
85 56 57 58 59 60 61 62 63 64 65

and Compliance Hotline Benchmark Report
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Anonymous Reporting by Industry

H |gh est Rate 1) Education
2)  Mining
3) Consumer Manufacturing
4)  Electronics
5) Government
6) Construction
7)  Commercial Transportation
8) Industrial Manufacturing
9) Wholesale Trade
10) Not for Profit

11) Media
Overall Median Rate: 12) Health Care
61% 13) Professional, Scientific & Technical Services
14) Business Support Services
15) Retail

16) Finance & Insurance
17) Security
18) Energy & Utilities
19) Agriculture, Forestry, Fishing & Hunting
20) Arts & Entertainment
21) Automotive Transportation
22) Food Services
23) Real Estate
24) Computer Services, Hardware & Software
25) Aerospace & Defense
Lowest Rate 26) Pharmaceuticals

Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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Median Follow-Up Rate of Anonymous Reports
2010 31%
2011 31%
2012 30%
2013 31%
2014 33%
0 1|U 2|[] 3|[} 4|[]
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KEY FINDING #5

Substantiated Reports:
Substantiation Rate Remains at All-Time High
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Overall Median Substantiation Rate
2010
2011 38%
2012 36%
2013 40%
2014 40%
| | | | |
0 10 20 30 40 50
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Median Substantiation Rate by Allegation Category

Accounting, Auditing and Financial Reporting 55% 2013 2014
45%
Business Integrity 0%
49%
l
HR, Diversity and Workplace Respect 3;;’:/
|
: 46%
Environment, Health and Safety 45%
!
. : _— 56%
Misuse, Misappropriation of Corporate Assets 55%
l
0 20 40 60 80

Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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Substantiation Rate by Industry

Highest Rate 1) Pharmaceuticals

2) Media

3) Business Support Services

4)  Not for Profit

5) Retail

6) Arts & Entertainment

7)  Finance & Insurance

8) Food Services

9) Education

10) Wholesale Trade

. . 11) Construction

Overall Median Rate: 12) Consumer Manufacturing

40% 13) Automotive Transportation

14) Health Care
15) Professional, Scientific & Technical Services
16) Electronics
17) Industrial Manufacturing
18) Computer Services, Hardware & Software
19) Security
20) Real Estate
21) Aerospace & Defense
22) Energy & Utilities
23) Mining
24) Agriculture, Forestry, Fishing & Hunting
25) Commercial Transportation

Lowest Rate 26) Government
Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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KEY FINDING #6

Substantiated Anonymous Reports:
Over One-Third of Anonymous Reports Are
Substantiated
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Substantiation Rates between Anonymous & Named Reporters

Anonymous Substantiation

. Named Substantiation

28%
2019 32%
37%
2011 o
34%
2012 £
36%
2013 45%
36%
2014 450
| | | | |
0 10 20 30 40 50

Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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KEY FINDING #7

Case Closure Time:
Days to Close Continues to Rise
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Median Case Closure Time in Days

2010
2011
2012
2013

2014

oooooo : NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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Business Integrity
HR, Diversity and Workplace Respect

Environment, Health and Safety

Accounting, Auditing and Financial Reporting

Misuse, Misappropriation of Corporate Assets

Case Closure Time by Allegation Category (in Days)

57

| 2013
2014

Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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Live Attendee Poll:

Do you follow up and have input on the outcomes of reported issues referred to HR or other departments
for investigation?

Yes, informally 30.8%
|
Yes—and we don't close a case in the system until we have reviewed and concurred with the 53.0%
findings and any actions taken
|

18.2%

Mo, once we make a referral, we close the case in our system
|

NAVE X eLosal:
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Case Closure Time by Industry

Longest Time 1)  Electronics
2) Commercial Transportation
3) Not for Profit
4) Government
5)  Mining
6) Computer Services, Hardware & Software
7)  Education
8) Construction
9) Automotive Transportation
10) Energy & Utilities
11) Pharmaceuticals

Median Days to 12) Food Services
Close a Case: 13) Consumer Manufacturing
39 14) Business Support Services

15) Industrial Manufacturing

16) Agriculture, Forestry, Fishing & Hunting
17) Real Estate

18) Aerospace & Defense

19) Finance & Insurance

20) Media

21) Security

22) Arts & Entertainment

23) Health Care

24) Professional, Scientific & Technical Services
25) Retail

Shortest Time 26) Wholesale Trade
Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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Live Attendee Poll:

Why do you think case closure time has continued to increase?

Feportvolume has increased with no corresponding increase in investigation resources 45.5%

More complex cases 21 5%

Investigative resaurces are being applied to cases that are perceived to be ‘maore serious’ and 21.1%
therefore lower level cases are on the back burner

Other 12.0%

N A\/ E X GI_O BAL- www.navexglobal.com
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KEY FINDING #8

Report Intake Method:
A Small Change in the Mix Between Phone &

Web Reporting
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Report Intake Method

HELPLINE WEB SUBMISSION ALL OTHER METHODS

2013: 2013: 201 3:
36% 20% 44%
2014 2014 2014
32% 23% 45%

Source: NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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KEY FINDING #9

Reports of Retaliation:

Report Volume Still Low, but Substantiation
Rates More Than Doubled in 2014

GLOBAL
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Percentage of Retaliation Reports in the Database

2010 0.70%

2011

2012 0.70%

2013 0.64%

2014 0.71%

| l | l | [ | | | J
00 01 02 03 04 05 06 0.7 08 09
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Substantiation Rate of Retaliation Reports

|
2010 9% :
|

2011 10% |
overall median substantiation rate = 40%
2012 10% |
|
|
2013 12% |
|
2014 27% |
|
| | |
0 10 20 30 40 50
oooooo : NAVEX Global's 2015 Ethics and Compliance Hotline Benchmark Report
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Live Attendee Poll:

Why do you think the Substantiation Rate of Retaliation Reports has increased so dramatically?

Fetaliation is increasing averall 8.1%

COrganizations are paying mare attention to retaliation claims and are investigating more 38.3%

thoroughly
|

Increased employee awareness of what constitutes retaliation, and therefore increase in 47.9%

reporting
|

Itis an anomaly 3. 5%

Other 8.3%
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KEY FINDING #10

The Importance of Benchmarking with
Industry-Specific Data
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Why Industry-Specific Benchmarking is Important

- As our industry ranking slides showed, using accurate industry-specific
benchmarking is critical, as there can be striking differences in
benchmarks across industries.

- Industry-specific benchmarking can help you, your board and your
senior leadership understand critical issues such as:

= Are our metrics consistent with or out of line with peers?

= What E&C trends are prevalent or unique in our industry--and which ones
should we focus on?

= Are there opportunities to achieve a competitive advantage by adding focus

or resources to an aspect of our E&C program that may be an issue for
competitors?

© 2015 NAVEX Global, Inc. N /\\/ E X .
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Integrity Diagnostics: Turning Metrics Into Action
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ANALYSIS

100%
Thece are o variety of ressons why Seporiers maks snonyrmous reports. Some may fear retaliation by

managemant o the indvidual whoss actions they are reparting. Others want 10 raise an issus but do not want
ta be idernified or iovolved in an Evestigation. It is impartant to ensure that employees are aware of their ablity
b e e e — 2 report ancrymousy (where allowed by lawt and using their ability to report anonymous responsbly. Sy ths
b ———— — we mwan it semployeas need 10 undarstund that they hawe an ciligation to stay rmvolwid and chack back for

| questians of requests far additioral ifarmation in the requested time frames

ACNE's ancryinous rate over the most recent theee quarters has been abiove to the Widget Industry median
1ane. it s our undarstanding that ACME has recantly meegad with TNT Carparation, which resuhaed in major
changes to the Campany’s sze, struchura, s0d makeup, as wall 25 it reporting systoms. Consoguently the
AL change in snonmymous repocting between Q2 and 03 of 2018 may be the result of the new systemn “finding s
s 7~ ToF lavel” The rate did lavel off in tha tattee half of 2038 and the first guarter of 2005

INTEGRITY DIAGNOSTICS™
RECOMMENDATIONS

Turning Metrics Into Action
- Weo recommend watching this metric closely over the naxt twoe quarters ta ses i i climbs agan If it doas, it miy
i wamant additional action to determrine why more reportors seek anonymity
. o .
ACME Corporation
Q1 2015 Comparisors wd Histoncal Trisnd: Q1 2015 DATA
d ¢ ot P it b % 0% o e i 100%
ATithyas Oy b ———— ——
NAVEX Global 'y Adwiscry Services Tean P — P | | -
- Feoutn; Fute
[ (-
VA" CRO il e i —— A e vt — i b b [ - e = Machun inchetor =—u..|-nta~
Aww s Popetty Raw —— N nge ek — 10 Maher vttt [ O of Meage  Indairy Cnly Bunge 0% AN bty Mg | ML)
\ A fo’
N/ \\\I[’:/-GLOML' MY BAROOTON™ | DRTUWAES UM AL WITE RIS el @
The s wed Zarnlenn bopwy

Source: Advisory Services: Integrity Diagnostics Sample Report
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“Using the categories from the Integrity Diagnostics
report has simplified our reports and has provided a
consistent terminology used among all our internal
stakeholders.”

- Senior ethics officer at a large financial services
company
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BEST
PRACTICES

Look For Root Causes of Reporting Trend Changes

Root causes could include:

- Training and communication initiatives

Published (or rumored) internal cases and disciplinary actions
- Internal restructuring, management changes and layoffs

- Policy changes: code of conduct or HR

- Mergers, acquisitions, or changes in lines of business

- Regulatory changes

- News coverage of issues in your industry, with your competitors or
compliance scandals in general

- A real company-wide problem
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BEST
PRACTICES

Benchmarking Best Practices

Benchmarking is both an art and a science. To get the most out of the
process:

- Use a robust case management system
- Analyze your data in different ways
- Research anomalies

- Drill down to locations and businesses, issue types and topics,
anonymous calls, substantiated allegations

- Sometimes you don’t know it until you see it
- Follow your gut instincts on brewing problems
- Track and report on quality of case management and investigations

- Track disciplinary actions by offense, level of employee or group
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Additional Resources

Ethics & Compliance Matters™ Blog Articles:
NAVEX Global’s 2015 Hotline Benchmark Report: Three Ways to Put Our Data to Work for You

Are You Using Skewed Data to Benchmark Your Ethics & Compliance Hotline?

How Does Your Ethics & Compliance Training Measure Up? NAVEX Global's Training Benchmark Report

Integrity Diagnostics™ Solutions:
Get access to industry-specific benchmarks and expert analysis of your organization's program.

See a sample report

Contact a NAVEX Global solutions expert to learn more

Hotline/Case Management Solutions:

NAVEX Global provides more hotlines—and more advanced incident reporting methods—than any other vendor
globally. Learn more about our advanced hotline and case management solutions.

Expert Consulting Solutions:

Learn more about how our Advisory Services team experts can help you identify and address program gaps with framework
reviews, program assessments, code of conduct reviews and more--or request a consultation today.
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http://blog.navexglobal.com/2015/03/10/navex-global-s-2015-ethics-and-compliance-hotline-benchmark-report-three-ways-put-our
http://blog.navexglobal.com/2015/03/10/navex-global-s-2015-ethics-and-compliance-hotline-benchmark-report-three-ways-put-our
http://blog.navexglobal.com/2015/03/10/navex-global-s-2015-ethics-and-compliance-hotline-benchmark-report-three-ways-put-our
http://blog.navexglobal.com/2015/03/10/navex-global-s-2015-ethics-and-compliance-hotline-benchmark-report-three-ways-put-our
http://blog.navexglobal.com/2015/03/10/navex-global-s-2015-ethics-and-compliance-hotline-benchmark-report-three-ways-put-our
http://blog.navexglobal.com/2014/08/28/are-you-using-skewed-data-benchmark-your-ethics-compliance-hotline
http://blog.navexglobal.com/2014/06/23/how-does-your-ethics-compliance-training-measure
http://www.navexglobal.com/sites/default/files/uploads/NAVEXGlobal_Integrity Diagnostics Sample Report_032315.pdf
http://www.navexglobal.com/sites/default/files/uploads/NAVEXGlobal_Integrity Diagnostics Sample Report_032315.pdf
http://www.navexglobal.com/sites/default/files/uploads/NAVEXGlobal_Integrity Diagnostics Sample Report_032315.pdf
http://www.navexglobal.com/sites/default/files/uploads/NAVEXGlobal_Integrity Diagnostics Sample Report_032315.pdf
http://www.navexglobal.com/company/contact
http://www.navexglobal.com/resources/get-demo-Advisory-Services
http://www.navexglobal.com/products/hotline
http://www.navexglobal.com/products/case-management
http://www.navexglobal.com/services/advisory-services
http://www.navexglobal.com/resources/get-demo-Advisory-Services

Thank You for Your Participation

Carrie Penman

Chief Compliance Officer & Senior Vice
President, Advisory Services

cpenman@navexglobal.com

Edwin O’Mara

Operations Manager, Advisory Services

eomara@navexglobal.com
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