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Introduction 

CEFLI is pleased to report the results of its 2014 Compliance & Ethics Benchmarking 

Survey.  As part of CEFLI's mission to serve the needs of the life insurance industry's 

compliance and ethics professionals, CEFLI has invited compliance and ethics 

professionals from across the life insurance industry to participate in Surveys over the 

past several years to allow CEFLI to gauge the current state of compliance and ethics in 

the life insurance industry.  Each year the Survey is designed to capture data associated 

with the current state of compliance and ethics functions within the life insurance 

industry.  This year's Survey allows CEFLI to continue to compare data derived through 

its prior Surveys with a view toward identifying possible trends that may be of interest to 

the life insurance industry's compliance and ethics professionals and senior 

management.  This report summarizes the key findings of the Survey. 
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Purpose 

The purpose of this Survey was to determine the current state of the compliance and 

ethics functions within the life insurance industry.  To gauge current practice, the Survey 

asked objective questions designed to identify overall staffing, organizational structure, 

budgeting, compensation, roles and responsibilities of compliance and ethics 

professionals and significant compliance and ethics issues to allow respondents to 

comment upon practices that exist within their respective organizations. 

Since its inception, the Survey has sought to identify distinctions between the important 

roles of law, compliance and ethics within organizations.  To achieve this objective, the 

Survey gathered information regarding the organizational structure of law and 

compliance departments (and, as applicable, ethics departments) to determine the 

current rationale underlying decisions to combine these functions or to allow them to 

remain distinct.  The Survey also gathered information concerning the reporting 

responsibilities of chief compliance officers and the interrelatedness of their 

responsibilities with other corporate functions. 

As in past years, the Survey collected data associated with staffing and budgetary 

resources devoted to compliance and ethics to gauge differing levels of resource 

commitments across organizations of different sizes and different scope. 

Through the comparison of the responses to this year's Survey versus past annual 

Survey responses, CEFLI will be able to use the findings of this year's Survey to 

establish a benchmark that can be used in later years to begin to evaluate trends in the 

design, staffing and budgets dedicated to supporting the compliance and ethics function 

within the life insurance industry. 
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Methodology 

To complete its review, CEFLI solicited input from both CEFLI-member life insurance 

companies as well as non-CEFLI member companies.  CEFLI received Survey 

responses from 123 life insurance companies across a range of company sizes (large, 

medium and small). 

Survey respondents were asked to identify the size of their organization based upon the 

number of overall employees.  For purposes of this year's Survey, small life insurance 

companies were characterized as organizations with less than 500 employees, medium 

companies were characterized as organizations having between 501-10,000 employees 

and large companies were characterized as organizations having 10,001 or more 

employees.  Survey responses were received from a broad range of companies 

including large life insurance companies (14%), medium companies (54%) and small 

size companies (32%). 

When asked to identify their role within their organization, the majority of Survey 

respondents (63%) characterized themselves as "compliance professional."  Other 

Survey respondents identified themselves as "chief compliance officer" (16%), general 

counsel (6%),  "ethics professional" (4%) and others (11%) identified themselves in a 

variety of other different positions including, but not limited to, chief aml officer, chief risk 

officer, chief privacy officer, senior counsel and vice president-internal audit.   

In sum, the Survey respondents constituted a representative cross-section of individuals 

throughout the life insurance industry with responsibility for the compliance and ethics 

function within their respective organizations. 
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Organizational Structure 
Law and Compliance 
Survey respondents were asked to indicate the organizational structure that best 
describes their company's law and compliance departments.  A slight majority of Survey 
respondents (55%) indicated that their organization maintains separate law and 
compliance departments.  The majority of medium and large size companies indicated 
that they maintain separate law and compliance departments. 

Companies that chose to establish separate law and compliance departments provided 
various rationales for their selected organizational structures.  In these cases, the 
Survey respondents recognized that law and compliance are distinct areas of technical 
expertise, responsibility and function.  They also viewed staffing requirements and 
applicable skill sets as being distinct for each function.  Therefore, they opted to pursue 
an organizational structure for their company that maintained separate law and 
compliance departments. 

Alternatively, a minority of Survey respondents (45%) indicated that their organization 
maintains a combined law and compliance department.  Organizational structures 

Organizational Structure of Law and Compliance Departments 
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combining law and compliance departments were most prevalent among Survey 
respondents representing small size companies.   

When asked to describe the rationale that led to a decision to combine the law and 
compliance functions within a life insurance company, Survey respondents with 
combined law and compliance departments suggested that compliance activities are 
often legal and regulatory in nature and, therefore, should be able to be addressed by an 
attorney in the law department.  Other Survey respondents from companies with 
combined law and compliance functions indicated that both law and compliance report to 
the general counsel which provides a more efficient and effective management structure.  

Compliance and Ethics 
The Survey also sought to benchmark trends concerning the evolution of compliance 
and ethics as separate functions within the life insurance industry and whether these 
functions are combined or separated within a life insurance company's organizational 
structure.   

The Survey results indicated that more and more companies 
(36%) are establishing separate ethics (or business conduct) 
programs which are distinct from the compliance function.  When 
analyzed in comparison to past annual Survey results, this year's 
Survey indicates that there is a small but growing trend (primarily 
among larger companies) to establish a separate ethics function 
which is distinct from compliance.  
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To the extent that a Survey respondent company indicated that they maintain separate 
compliance and ethics functions, the Survey also sought to determine whether the 
company's organizational structure separated the compliance and ethics function into 
separate departments.  Even though a small but growing trend exists for establishing 
separate compliance and ethics functions within life insurance companies, most Survey 
respondent companies (84%) do not maintain separate departments for these distinct 
functions.   

 

 

36% 64% 
Yes
No

Does your organization maintain a separate ethics (or business conduct) program? 

Does your organization maintain separate compliance and ethics departments? 

16% 

84% 

Yes
No
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Reporting Relationships and Compliance Reports 
Direct Reporting Relationships 
The Survey also sought to determine current practices with respect to reporting 

relationships for life insurance company chief compliance officers.  Not unsurprisingly, 

the Survey results indicated that the majority of chief compliance officers (55%) report to 

the company's general counsel.  A smaller percentage (23%) of Survey Respondents 

indicated that their chief compliance officer reports directly to the company's chief 

executive officer (CEO).  It may be significant to note, however, that, at many Survey 

respondent organizations, the chief compliance officer reports directly to the company's 

Board of Directors or other appropriate Board Committee (e.g., Audit). 
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These reporting relationships for chief compliance officers remained consistent across 

the Survey data regardless of company size (i.e., the majority of small, medium and 

large companies require their chief compliance officer to report directly to the company's 

general counsel). 

Dotted Line Reporting Relationships  

In many instances, a company's chief compliance officer may have a primary direct 

reporting relationship as well as a dotted line reporting relationship.  To the extent that a 

dotted line reporting relationship may exist, the Survey sought to identify the nature of 

the chief compliance officer's dotted line reporting relationship.  

 

The Survey results indicated that many chief compliance officers (42%) have a dotted 

line reporting relationship to the company's Board of Directors or other appropriate 

Chief Compliance Officer Dotted Line Reporting Relationships 
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Board Committee (e.g., Audit) (23% and 19%, respectively).  Others indicated that they 

have dotted line reporting relationships to the company's CEO (15%), general counsel 

(14%) or other senior business managers (10%) (including chief risk officers (4%), chief 

financial officers (4%) and others (2%)).  However, it was also interesting to find that the 

Survey results indicated that many chief compliance officers (37%) do not maintain a 

dotted line reporting relationship other than their direct reporting relationship. 

Compliance Reports 

We also recognize that chief compliance officers are increasingly called upon to provide 

a variety of different compliance reports to provide status updates with respect to a 

company's overall compliance and ethics program.  When asked to identify the 

recipients of these reports, the Survey respondents indicated that most compliance 

reports are provided to senior management (30%), the Audit Committee of the 

company's Board of Directors (23%), the company's Board of Directors (21%) and the 

company's CEO (19%).  A range of other recipients (7%) of compliance reports were 

identified within life insurance companies including a company's chief risk officer and 

chief financial officer. 

Recipients of Compliance Reports 
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30% 
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Board of Directors

Board Committee

CEO

Senior Management
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Staffing and Budgets  

Compliance and Ethics Staffing 

The Survey sought to determine the number of compliance and ethics professionals who 

spend more than 50% of their time on compliance and ethics related issues at various 

size companies.  The chart below indicates the Survey results: 

 

 

The Survey results indicated that the majority of small companies (54%) maintain a 

compliance and ethics department of between 1-5 people.  The majority of medium size 

companies (46%) maintain a compliance and ethics department of between 10-49 
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people.  The majority of large size companies (39%) maintain in excess of 300 

compliance and ethics professionals. 

It is important to recognize that the Survey results indicate that company practices differ 

across the spectrum of different size companies.  However, this year's Survey data may 

provide useful insights into more prevalent current staffing practices at various size 

companies. 

Ethics Staffing 

The survey also sought to determine the number of professionals whose responsibilities 

were devoted exclusively to ethics within the life insurance company.  The chart below 

indicates the Survey results: 
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For the majority of small and medium size companies (84% and 73% respectively), the 

Survey results indicated that 1-2 professionals are devoted exclusively to ethics.  In 

contrast, the majority of large companies (54%) (some of whom have more than 300 

compliance and ethics professionals) indicated that they have in excess of 25 

professionals devoted exclusively to ethics within their organizations. 

Year-To-Year Compliance and Ethics Staffing - 2014 v. 2013 

Given that the life insurance industry is in the process of rebounding from a difficult 

economic environment over the past few years, this year's Survey tried to determine 

year-to-year changes in compliance and ethics staffing based upon past experience and 

anticipated future compliance requirements. 

The Survey sought to determine the extent to which Survey respondent life insurance 

companies made changes to their staff size in 2014 versus 2013.  The chart below 

indicates the Survey results:  
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The majority of life insurance companies (53%) responding to the Survey indicated that 

they experienced no change in the size of their compliance and ethics staff when 

comparing 2014 versus 2013 staffing.  The Survey results also indicated, however, that 

some companies (33%) actually added to staff in 2014 when compared to their staffing 

model in 2013.  Most of the Survey respondents indicating an increase in compliance 

and ethics staff in 2014 versus 2013 were respondents from large companies.   

The chart below identifies Survey results of comparing 2014 versus 2013, year-to-year 

compliance and ethics staffing changes based upon company size:  
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Year-To-Year Compliance and Ethics Staffing - 2014 v. 2015 

The Survey also sought to identify planned changes in compliance and ethics staffing in 

light of improved economic conditions anticipated in 2015 versus 2014.  The chart below 

indicates the Survey results: 

 

A majority of Survey respondent companies (57%) indicated that they currently have no 

plans to add to their compliance and ethics staff in 2015.  Interestingly, very few Survey 

respondent companies (less than 2%) indicated that they plan to reduce compliance and 

ethics staff in 2015.
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The chart below identifies Survey results pertaining to 2014 versus 2015 compliance and 

ethics staffing plans based upon company size:  

 

 

Several companies responding to the Survey indicated that they do plan to add 

additional compliance and ethics staff in 2015.  As indicated in the chart above, 

companies of small, medium and large size responding to the Survey indicated that they 

had plans to add to additional compliance and ethics staff in 2015.  These strategies to 

add to compliance and ethics staff may be due to improved overall economic conditions 

or due to a perceived increase in the volume and complexity of compliance issues facing 

life insurance companies in 2015 and beyond that may require additional compliance 

and ethics resources. 
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Compliance & Ethics Budgets 

The Survey gathered data concerning the range of budgets devoted to compliance and 

ethics at small, medium and large size life insurance companies.  The Survey 

respondents indicated that compliance and ethics budgets at small size companies 

range from $100,000-$499,999, compliance and ethics budgets at medium-size 

companies range from $1 million-$2,499,999 and compliance and ethics budgets at 

large companies range from $5 million and above. 

Year-To-Year Budgeting - 2014 v. 2013 

In addition to determining year-to-year changes in staffing, the Survey also gathered 

data regarding year-to-year changes in budgeting in 2014 versus 2013.  The chart below 

indicates the Survey results when comparing 2014 versus 2013 budgets according to 

company size: 
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While many Survey respondents from small, medium and large 

companies indicated that their budgets remained the same from 

2013 to 2014, it was interesting to note that a significant number of 

Survey respondents from small (32%), medium (42%) and large 

(44%) companies reported that their compliance budgets 

increased from 2013 to 2014.  This may have been due to a 

growing number of compliance issues that required additional 

compliance resources including, but not limited to, unclaimed 

property matters.  

Year-To-Year Budgeting - 2015 v. 2014 

We also asked Survey respondents to project their anticipated compliance budgets for 

2015 and compare them to the compliance budgets for 2014.  The chart below indicates 

the Survey results when comparing 2014 versus 2013 budgets according to company 

size: 
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The Survey results indicated that most small companies anticipate the same compliance 

budget for 2015 when compared to their compliance budget for 2014.  The view among 

medium-size companies responding to the Survey was split with roughly half of the 

Survey respondents indicating that their budget would remain the same in 2015 when 

compared to 2014 and half indicating that their budget would be greater in 2015 versus 

2014.  Most Survey respondents representing large companies indicated that they 

anticipated that their 2015 compliance budget would be greater than their 2014 

compliance budget. 

Compliance Budgets Devoted to Outside Legal Services. 

With the growing differentiation of compliance departments being distinct from legal 

departments within many life insurance companies, many compliance departments have 

separate budgets that permit them to hire outside legal services on an independent 

basis.  Therefore, we wanted to gauge the extent to which this practice was prevalent 

within the life insurance industry. 

While the majority of Survey respondents indicated that budgeting for outside legal 

services takes place through their legal department budget, a minority of Survey 

respondents (23%) indicated that their compliance budget allows them to purchase legal 

services for the compliance department.  We will continue to monitor this data in the 

years ahead to discern whether compliance departments (and their budgets) are being 

granted greater autonomy to engage outside legal services. 
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Senior Compliance Position Titles and Compensation 
The roles of senior compliance professionals within life insurance companies have 

become increasingly complex and differentiated over the past several years.  Differing 

titles are used to describe individuals with enterprise-wide compliance responsibilities 

and, increasingly, the term "chief compliance officer" may be used to describe 

individuals who have responsibility for an individual product line or business unit. 

This year's Survey sought to gather data concerning these developments with a goal 

toward identifying industry-wide trends. 

Titles - Senior Enterprise-Wide Compliance Professionals 

Chief Compliance Officer 

The Survey sought to obtain data concerning the title that is used to describe the most 

senior enterprise-wide compliance professional at life insurance companies.  Not 

unsurprisingly, the majority of Survey respondents (64%) indicated that their most senior 

enterprise-wide compliance professional is described as "chief compliance officer."  

However, it was interesting to note that a wide range of titles are used to describe 

individuals who may be considered to be the most senior enterprise-wide compliance 

professional at many life insurance companies.  These titles include: 

• Chief Corporate Compliance Officer (CCCO); 

• Director of Business Conduct; 

• Global Compliance Chief; 

• Director of Corporate Compliance; 

• Compliance Director;  

• Vice President, Compliance and Regulatory Affairs; and 

• [Corporate Officer Title (e.g., Senior Vice President, Vice President, etc.)], 

Compliance Officer. 
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A small, but growing percentage of life insurance companies (11%) have elected to 

identify their most senior enterprise-wide compliance professional with the title of "Chief 

Ethics and Compliance Officer."  The Survey asked why companies may have chosen to 

combine responsibility for ethics and compliance into the single role of a Chief Ethics 

and Compliance Officer.  There were a variety of different rationales offered. 

Some companies indicated that responsibility for ethics and compliance are well aligned 

and, therefore, it was appropriate to combine both functions into a singular executive title.  

Others shared the view that, by identifying the most senior enterprise-wide compliance 

professional as a "chief ethics and compliance officer," it underscored the organization's 

philosophy that ethics should receive the full authority that emanates from the office of 

the enterprise-wide chief compliance officer. 

In other cases, the decision to combine these functional areas into a single executive 

title was driven by a preference to have a single executive with responsibility for ethics 

and compliance reporting directly to the CEO.  Alternatively, in another instances, 

companies elected to combine both functions in a singular title for consistency and 

control of interdependent functions. 

Compensation - Chief Compliance Officer / Chief Ethics and Compliance 
Officer 

The Survey also gathered data concerning the compensation range for chief compliance 

officers / chief ethics and compliance officers with various size organizations.  As 

anticipated, the ranges varied greatly. 

The most common response to this question from Survey respondents representing 

small size companies identified a range of compensation of $100,000-$149,999; the 

most common response from medium size company respondents identified a range of 

compensation of $250,000-$299,999 and large size company respondents most 
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commonly identified compensation in excess of $500,000 for a senior enterprise-wide 

chief compliance officer or chief ethics and compliance officer with a large size company. 

The chart set forth below indicates the Survey responses based upon company size:  

 

 

Chief Compliance Officers - Business Units 

In addition to identifying a chief compliance officer with enterprise-wide responsibility, the 

Survey also sought to gather data to determine the extent to which life insurance 

companies are identifying individuals to serve as chief compliance officers for specific 

business units. 

A majority of Survey respondents (63%) indicated that they do not maintain separate 

chief compliance officers devoted to business units.  However, a minority of Survey 
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respondents (37%) indicated that their company maintains separate chief compliance 

officers devoted to specific business units.  The Survey results indicated that this 

practice of identifying an individual to serve as a chief compliance officer for a specific 

business unit is prevalent within large companies yet also does exist at a minority of 

small and medium size companies. 

We also asked the question concerning whether these business unit chief compliance 

officers are located within the business or reside within the compliance department.  For 

those companies that do maintain separate chief compliance officers for business units, 

the Survey response was mixed with slightly more than half (48%) of the respondents 

indicating that these business unit chief compliance officers reside within the business 

whereas slightly less than half (43%) of the respondents indicated that these business 

units chief compliance officers reside within the compliance department.  (Several 

Survey respondents indicated that their business unit chief compliance officers reside 

within their legal department.) 

The Survey also asked respondents to identify the types of business units that have a 

dedicated chief compliance officer.  The most common responses included: 

• Broker-dealer; 

• Life insurance; 

• Annuities; and 

• Investment advisers. 

We also asked respondents to indicate the number of employees that report directly to 

each business unit chief compliance officer.  The Survey results indicated that business 

unit chief compliance officers at small and medium size companies generally have less 

than 5 direct reports.  The Survey results also indicated it is not unusual for business unit 

chief compliance officers with large companies to have 5-20 direct reports and, in 

selected instances, some large company respondents indicated their business unit chief 

compliance officers may have in excess of 30 direct reports. 

25 www.cefli.org 



 

2014 CEFLI Compliance and Ethics Benchmarking Survey Report 

Benchmarking Survey Report 
© 2014 CEFLI. All rights reserved. 

Chief Ethics Officers 

Every year we have conducted this Survey, CEFLI has asked 

companies to identify whether they have named a chief ethics 

officer.  In this year’s Survey, approximately 7% of Survey 

respondents from companies of all sizes indicated that they have 

a dedicated chief ethics officer.  However, in 2012, 12% of large 

companies indicated that they had a dedicated chief ethics officer.  

Today, 16% of large companies indicated that they have a 

dedicated chief ethics officer.  So it is apparent that the trend to 

identify a dedicated chief ethics officer is growing, albeit primarily 

with large companies.  

In those instances, we asked respondents to indicate the number of staff reporting to the 

chief ethics officer.  At medium and small size companies, Survey respondents indicated 

that the chief ethics officer has fewer than 5 individuals serving as direct reports.  

However, at large size companies, the chief ethics officer may have a larger number of 

direct reports with one company reporting more than 50 individuals reporting directly to 

the chief ethics officer. 

Chief Suitability Officers 

In light of the recent focus on annuity suitability compliance, some 

life insurance companies have taken the step to name a chief 

suitability officer for their organization.  We wanted to gauge the 

extent to which this practice was prevalent across the life insurance 

industry. 

While most life insurance companies have not yet designated a 

chief suitability officer, approximately 10% of Survey respondent life 

insurance companies indicated that they maintain a chief suitability 

In 2012, 12% of large companies 
indicated that they had a dedicated 
chief ethics officer.  Today, 16% of 
large companies indicated that they 
have a dedicated chief ethics 
officer.  So it is apparent that the 
trend to identify dedicated chief 
ethics officer is growing, albeit 
primarily with large companies. 

Approximately 10% of Survey 
respondent life insurance 
companies indicated that they 
maintain a chief suitability officer 
for their organization. 

26 www.cefli.org 



 

2014 CEFLI Compliance and Ethics Benchmarking Survey Report 

Benchmarking Survey Report 
© 2014 CEFLI. All rights reserved. 

officer for their organization.  These chief suitability officers work with a relatively small 

staff (less than five direct reports).   

We hope to continue to monitor the extent to which life insurance companies have 

identified a chief suitability officer in future Surveys.
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Succession Planning and CCO Qualifications 

Succession Planning 

Succession planning is a critical component of maintaining strong leadership capabilities 

within an organization.  This is also true for the compliance function as well. 

With this in mind, this year's Survey sought to determine the extent to which companies 

have developed a formal succession plan in the event that their current chief compliance 

officer may retire or leave the organization.  A majority of Survey respondent companies 

(62%) indicated that their organization has a formal succession plan in place to replace a 

departed chief compliance officer. 

Identification of Candidates 

We also sought data concerning how companies identify potential candidates to replace 

a departed chief compliance officer.  The Survey results to this question are set forth 

below:  

 

28% 

52% 

7% 

11% 2% 
Business Senior
Management
Compliance Senior
Management
Individuals nominate
themselves
Human Resources

Other
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Most companies identify their future chief compliance officer 

candidates through consultation with senior compliance executives 

at the company.  The Survey results also indicated that business 

leaders are often consulted for their input into the identification of 

possible chief compliance officer candidates.  

Many companies responding to the Survey indicated that their chief 

compliance officer candidates participate in internal leadership 

development programs.  The most popular strategies include: 

• Participating in leadership conferences specifically for aspiring chief compliance 

officers; 

• Participating in rotational assignments to better understand the company's 

business; and 

• Participating in rotational assignments to better understand the company's 

compliance function. 

Educational and Experience Qualifications - Chief Compliance Officer 

As demand for chief compliance officers continues to grow, CEFLI has fielded questions 

from several life insurance companies concerning whether companies generally have 

preferred educational and experience qualifications for individuals seeking to become a 

chief compliance officer.  Specifically, some companies are trying to determine whether 

having a legal education is considered to be an educational prerequisite to become a 

chief compliance officer with a life insurance company. 

The majority of companies responding to the Survey (67%) indicated that their company 

has specific criteria regarding the educational and experience qualifications for 

candidates to become a chief compliance officer.  Moreover, a majority of companies 

(51%) indicated that their company prefers an individual with a legal education to serve 

as their chief compliance officer. 

Most companies identify their future 
chief compliance officer candidates 
through consultation with senior 
compliance executives at the 
company.  The Survey results also 
indicated that business leaders are 
often consulted for their input into 
the identification of possible chief 
compliance officer candidates. 
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However, the Survey results also provide optimism for 

those chief compliance officer candidates who may not 

have a legal educational background.  46% of companies 

that prefer to have a chief compliance officer candidate 

with a legal educational background reported they would 

not disqualify a non-lawyer candidate from becoming a 

chief compliance officer. 

In fact, when we asked Survey respondents to identify the 

most important factors as qualifications to become a chief compliance officer, factors 

other than a legal education topped the list including:  business experience, sales 

experience, senior leadership experience, and prior service as a chief compliance officer.  

These factors were rated as being more important than a legal education. 

46% of companies that prefer to 
have a chief compliance officer 
candidate with a legal educational 
background reported they would 
not disqualify a non-lawyer 
candidate from becoming a chief 
compliance officer. 
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Corporate Ethics and Values Statements 
The Survey also gathered feedback regarding the extent to which Survey respondents 

agreed with various corporate ethics and value statements.  A majority of Survey 

respondents strongly agreed with the following statements: 

• If I became aware of a violation of our company’s compliance and ethics policies, 

I would report it. 

• I know where to go to report a violation of our company’s compliance and ethics 

policies. 

• I know where to go within my company to report unethical behavior. 

• My company’s management acts with the highest integrity. 

• My company demonstrates ethical behavior. 

• My company’s employees adhere to our compliance and ethics policies. 

This is important because it indicates that corporations within the life insurance industry 

have done a good job of instilling strong ethics and values throughout the enterprise with 

ethics and value messages that have penetrated all levels of the organization. 
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SEC Whistleblower Rules 
In 2011, the SEC adopted Whistleblower Rules to create a program that rewards 

individuals who provide the SEC with high-quality tips that lead to successful 

enforcement actions.  In light of the adoption of these rules, many companies reviewed 

their mechanisms for internal reporting of perceived instances of misconduct.  This 

year's Survey sought to identify whether life insurance companies have taken steps to 

encourage internal reporting of misconduct in light of the SEC's adoption of its 

Whistleblower Rules. 

The Survey results indicated that many Survey respondent life insurance companies 

(42%) have taken steps to encourage internal reporting of perceived instances of 

misconduct.   

These measures have included: 

• Reviewing ethics and conflict of interest programs. 

• Speaking to employees about where and how to report concerns. 

• Offering enhanced education and training opportunities. 

• Providing more frequent publishing of internal reporting mechanisms. 

• Establishing a phone number to a confidential service that would protect the 

identity of the individual providing a report while also providing this information to 

the chief compliance officer. 
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Ethics Programs 
As in past years, this year’s Survey also gathered information about ethics programs 

within the life insurance industry.  Specifically, the Survey sought to confirm the 

elements of life insurance company ethics programs. 

Elements of Ethics Programs 

For those companies who indicated they maintain an ethics program, over 70% of 

Survey respondents indicated that their company's ethics program maintains the 

following elements: 

• Code of Ethics/Conduct. 

• Training. 

• Communication. 

• Anonymous Reporting. 

• Ethics Hotline. 

• Investigations. 

Hotlines 

Though many companies have instituted "hotlines" for reporting of ethical violations as 

part of their ethics program, company practices differ with respect to whether these 

hotlines are maintained internally or whether the life insurance company establishes a 

relationship with a third-party vendor to provide hotline services. 

The Survey results indicated that industry practice with respect to the issue of hotlines is 

generally mixed.  Roughly half of the Survey respondent companies indicated that they 

maintain their hotlines internally whereas the other half of Survey respondent companies 

utilize third-party vendors for this purpose.
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Raising Awareness of Ethics 

Companies also utilize a variety of different practices with respect to raising awareness 

of the importance of ethics within their organizations.  When asked to identify those 

practices that were most effective in terms of raising awareness of the importance of 

ethics, Survey respondents indicated that they use:  internal company intranet, executive 

speeches and messages, internal meetings and newsletters as the most effective means 

to raise awareness of ethics within their organizations. 

Ethics in the Hiring and Performance Evaluation Process 

The Survey also sought to gauge the extent to which ethics have become an element of 

the hiring and performance evaluation process for employees at life insurance 

companies.  To gather this information, the Survey asked whether companies attempt to 

gauge a person's commitment to ethics as a specific component of their hiring process.  

A minority of Survey respondent companies (31%) indicated that steps are taken to 

gauge a person's commitment to ethics as part of their hiring process. 

However, when asked to confirm whether ethics and adherence to their company's 

values are a formal and documented part of an employee's performance evaluation 

criteria, several of Survey respondent companies (48%) indicated that ethics and 

adherence to their company's values are a formal part of the performance evaluation 

process for their employees.  This response was common across companies of all size 

and seems to be an increasingly accepted practice when evaluating Survey results over 

the past several years. 
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Education and Training 
Many CEFLI member companies have commended CEFLI for its education and training 

programs.  Therefore, this year's Survey included questions designed to gauge the 

education and training practices of the life insurance industry.  This feedback will assist 

CEFLI in providing appropriate education and training opportunities for the life insurance 

industry compliance and ethics professionals. 

We were encouraged to learn that the Survey results indicated that the overwhelming 

majority (82%) of Survey respondent companies maintain their own compliance-specific 

training programs. 

Internal/External Education and Training Resources 

The Survey attempted to gauge the extent to which 

compliance education and training efforts rely upon external 

resources exclusively or rely upon external resources as a 

supplement to internal training.  The Survey results indicated 

that many Survey respondent companies (49%) utilize 

external resources as a supplement to their own internal 

training programs.  Some Survey respondent companies 

(44%) conduct all compliance training internally whereas a much smaller percentage 

(7%) utilize external resources exclusively for compliance training purposes.   

  

Many Survey respondent 
companies (49%) utilize external 
resources as a supplement to their 
own internal training programs. 
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The Survey results concerning the use of external resources for compliance training 

purposes are set forth below: 

 

 

It was interesting to note, however, that large companies are strong users of external 

resources as a supplement to their own internal training programs.  It was not surprising 

to learn that small companies were the predominant users of external resources 

exclusively for compliance training purposes. 

External Compliance Training Resources 

To better gauge the types of external compliance training resources that may be of value 

to the life insurance industry, the Survey asked respondents to evaluate various types of 

compliance education and training opportunities.   

 

 

49% 

7% 

44% 

Yes, we utilize external
resources as a
supplement to our
internal training

Yes, we utilize external
resources exclusively
for compliance training

No, all compliance
training is conducted
internally.

Use of External Resources for Compliance Training Purposes 
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Over 80% of Survey respondents identified certain types of educational and training 

activities as being important or very important as external resources for their company's 

compliance training program:  

• Periodic webinars on life insurance industry emerging 

compliance issues. 

• Forums to discuss important life insurance industry 

compliance topics with regulators, industry experts and 

company representatives. 

• Compliance-specific leadership training conferences. 

• Conferences of compliance professionals to discuss 

leading practices. 

• Rudimentary training for less experienced compliance 

professionals. 

• Online compliance resources (e.g., websites). 

Compliance Education and Training for Business Partners 

Increasingly, compliance professionals are seeing the benefits of 

engaging their business partners in compliance education and 

training efforts.  The Survey results supported these trends by 

finding that an overwhelming majority of Survey respondents 

(84%) suggested it was necessary to provide compliance 

training to business partners and a significant percentage (79%) 

also agreed or strongly agreed that training business partners on 

compliance issues allows compliance professionals to perform 

their duties more easily.  

Over 80% of Survey respondents 
identified certain types of 
educational and training activities 
as being important or very 
important as external resources for 
their company's compliance 
training program. 

An overwhelming majority of Survey 
respondents (84%) suggested it was 
necessary to provide compliance 
training to business partners and a 
significant percentage (79%) also 
agreed or strongly agreed that 
training business partners on 
compliance issues allows 
compliance professionals to 
perform their duties more easily. 
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Compliance and Enterprise Risk Management (ERM) 
With a heightened regulatory focus on enterprise risk management within the life 

insurance industry, this year's Survey included questions designed to determine 

compliance's role within the ERM process at life insurance companies. 

The Survey asked respondents to indicate the extent to which 

compliance is part of their company's enterprise risk management 

programs.  A majority of Survey respondents (63%) indicated that 

compliance plays an active and ongoing role in their company's 

ERM process.  A smaller percentage of Survey respondents (33%) 

indicated that compliance only provides input into the ERM 

process when requested.  Other Survey respondents indicated that 

compliance is rarely involved in their company's ERM program or is not part of their 

company's ERM program.  

When these Survey responses were analyzed according to company size, there was 

little differentiation with respect to the type of response (i.e., the majority of Survey 

respondents at small, medium and large size companies indicated that compliance plays 

an active and ongoing role of their company's ERM process). 

Given the impending requirements for many life insurance companies to be subject to 

ORSA reporting requirements effective January 1, 2015 in many states, the Survey 

sought to determine respondent companies' "state of readiness" to meet ORSA reporting 

requirements.   

A majority of Survey respondents 
(63%) indicated that compliance 
plays an active and ongoing role in 
their company's ERM process. 
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The Survey results related to ORSA Reporting readiness are set forth below:  

 

Almost half of Survey respondent companies (46%) indicated that they are continuing to 

develop their ORSA report in anticipation of January 1, 2015 reporting requirements.  A 

smaller percentage (18%) indicated that they have almost completed their ORSA report 

and a still smaller percentage (11%) indicated that they have already prepared their 

ORSA report.  (Approximately 15% of the Survey respondent companies indicated that 

ORSA reporting would not apply to their organizations.) 

This data seems to suggest that life insurance companies that will be subject to ORSA 

reporting requirements on or after January 1, 2015 have begun undertaking 

considerable efforts in earnest to be prepared to meet those requirements. 

11% 

18% 

46% 

8% 

2% 
15% 

Already Prepared
ORSA Report

Almost
Completed ORSA
Report
Continuing to
Develop ORSA
Report
Beginning to
Develop ORSA
Report
Haven't Started
ORSA Report

Does not apply

ORSA Reporting Readiness 
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Compliance Challenges - 2014 and 2015 
This year's Survey concluded by asking respondents to evaluate compliance issues in 

2014 and 2015.  Specifically, we asked respondents to identify 

which top 5 compliance issues consumed the most compliance 

resources in 2014.  The Survey results in priority order were:  

• Unclaimed Property. 

• Enterprise Risk Management. 

• Anti-Money-Laundering/OFAC. 

• Annuity Suitability. 

• Fraud. 

• Compliance Metrics. 

We also asked the Survey respondents to identify the top 5 most 

significant compliance challenges facing the life insurance industry 

in 2015.  The Survey results in priority order were:  

• Unclaimed Property. 

• Enterprise Risk Management. 

• Anti-Money-Laundering/OFAC. 

• Fraud. 

• Compliance Metrics. 

• Annuity Suitability. 

 

The following topics consumed the 
most compliance resources 2014: 

• Unclaimed Property. 

• Enterprise Risk Management. 

• Anti-Money-Laundering/OFAC. 

• Annuity Suitability. 

• Fraud. 

• Compliance Metrics. 

Top 5 compliance issues in 2015: 

• Unclaimed Property. 

• Enterprise Risk Management. 

• Anti-Money-Laundering/OFAC. 

• Fraud. 

• Compliance Metrics. 

• Annuity Suitability. 
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Summary 

CEFLI's annual Compliance and Ethics Benchmarking Survey serves as a gauge to 

provide periodic feedback on the current state of compliance and ethics practices in the 

life insurance industry.  By observing Survey responses over several years, it is clear 

that the compliance and ethics function at life insurance companies continues to evolve 

to reflect the changing nature and scope of compliance and ethics challenges faced by 

life insurance companies.   

To confirm the growing role of compliance as a distinct corporate function within life 

insurance companies, a majority of life insurance companies have established separate 

law and compliance departments in their organizational structures.  These developments 

confirm the distinct technical expertise and responsibilities associated with life insurance 

company compliance initiatives. 

These organizational trends are further differentiated when analyzing the distinct roles of 

law, compliance and ethics within life insurance companies.  This year's Survey results 

continue to confirm a growing trend (primarily among larger companies) toward 

identifying distinct law, compliance and ethics functions within life insurance companies.  

However, when asked whether these functional distinctions translate into separate 

organizational departments for compliance and ethics, most Survey respondent life 

insurance companies indicated that they have not established separate compliance and 

ethics departments. 

The Survey results continue to confirm that the majority of chief compliance officers in 

the life insurance industry report to their company's general counsel.  This year's Survey 

results also indicate a growing trend to have chief compliance officers report directly to 

their company's Board of Directors or other appropriate Board Committee.  These 

practices are likely to become more prevalent within the life insurance industry in light of 

impending regulatory developments pertaining to corporate governance practices.   
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The Survey confirmed that the size of the compliance and ethics 

staff at life insurance company varies according to company size.  

Most small companies maintain a compliance and ethics staff of 

1-5 people, medium size companies maintain a compliance and 

ethics staff of between 10-49 people and some large companies 

maintain a compliance and ethics staff in excess of 300 people.  

The Survey also analyzed data based upon year-to-year staffing 

and budgeting on a retrospective and prospective basis in light of 

a changed economic environment over the past several years.  

Though the majority of life insurance companies indicated that 

they had no additions to their compliance and ethics staff in 2014 

versus 2013, several life insurance companies have indicated that 

they plan to add additional staff in 2015.  And while many life 

insurance companies indicated that their compliance and ethics 

budget remained the same in 2014 versus 2013, several medium 

and large size companies indicated that their anticipated 2015 

compliance and ethics budget will be greater than their 2014 

compliance and ethics budget.  

It came as no surprise that the majority of life insurance 

companies describe their most senior enterprisewide compliance 

professional as "chief compliance officer."  Compensation 

associated with these positions varies with a range of $100,000 to 

over $500,000 at various size life insurance companies.  The 

Survey also confirmed a growing trend toward identifying 

individuals to serve as chief compliance officers for specific business units within a life 

insurance company.  Business units that most often have a dedicated chief compliance 

officer within life insurance companies include a life insurance company's broker-dealer, 

life insurance product line, annuities product line or the company's investment adviser, 

Most small companies maintain a 
compliance and ethics staff at 1-5 
people, medium size companies 
maintain a compliance and ethics 
staff of between 10-49 people and 
some large companies maintain a 
compliance and ethics staff in 
excess of 300 people. 

Though the majority of life 
insurance companies indicated that 
they had no additions to their 
compliance and ethics staff in 2014 
versus 2013, several life insurance 
companies have indicated that they 
plan to add additional staff in 2015.  
And while many life insurance 
companies indicated that their 
compliance and ethics budget 
remain the same in 2014 versus 
2013, several medium and large size 
companies indicated that their 
anticipated 2015 compliance and 
ethics budget will be greater than 
their 2014 compliance and ethics 
budget. 
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as applicable.  It is not unusual for these business unit chief compliance officers to have 

5-20 direct reports and, in selected instances, some business unit chief compliance 

officers of large companies may have in excess of 30 direct reports. 

In its past Surveys, CEFLI has continued to monitor the extent to which life insurance 

companies have established a chief ethics officer position within their organizations.  

Year-to-year trend analysis suggests that a growing number of large companies have 

chosen to identify an individual to serve as the company's chief ethics officer.  In addition, 

this year's Survey also gauges the extent to which life insurance companies have begun 

to name an individual to serve as chief suitability officer.  Though relatively few life 

insurance companies have not yet taken the step of naming a chief suitability officer, this 

nascent trend within the life insurance industry will continue to be monitored in the years 

ahead.  

This year's Survey also explored the question of succession planning within the 

compliance and ethics function at life insurance company.  The majority of life insurance 

companies reported that their organization has a formal succession 

plan in place to replace a departed chief compliance officer.  The 

Survey also explored how companies find potential chief 

compliance officer candidates and whether companies maintain 

preferences with respect to the educational and experience 

qualifications for prospective compliance officers.  Most companies 

work with their senior compliance and business staff to identify 

potential candidates to become a company's chief compliance 

officer.  A majority of companies expressed a preference to identify individuals with a 

legal education to serve as a life insurance company's chief compliance officer.  Yet, 

even companies that expressed a preference to identify candidates with a legal 

education reported they would not disqualify a non-lawyer candidate from becoming a 

chief compliance officer with their company.  Factors such as business experience, sales 

experience, senior leadership experience and prior service as a chief compliance officer 

The majority of life insurance 
companies reported that their 
organization has a formal 
succession plan in place to replace 
the departed chief compliance 
officer. 
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were rated as more important factors than having a legal education when evaluating 

candidates to become a chief compliance officer. 

The Survey once again confirmed that the life insurance industry has done a 

commendable job of instilling strong corporate ethics and values throughout their 

corporate cultures.  A majority of Survey respondents confirmed their strong support for 

positive value statements when evaluating the ethics and integrity of their company and 

its senior management. 

Survey respondents identified many common elements when 

describing the components of their company's ethics program.  

These elements include:  a code of ethics/conduct, training, 

communication, anonymous reporting, ethics hotlines and 

investigations.  Companies reported a variety of techniques used 

to raise awareness of ethics within their organizations including 

use of internal company intranets, executive speeches and 

messages, internal meetings and newsletters.  The Survey also 

confirmed that ethics and adherence to company values have 

become a formal and documented part of employee performance 

evaluations at many life insurance companies.  

Recognizing CEFLI's growing leadership role in compliance and ethics education and 

training in the life insurance industry, this year's Survey gathered data to evaluate the 

compliance educational and training needs of the life insurance industry.  As part of this 

analysis, the Survey gathered data to determine the extent to which life insurance 

companies utilize external resources as a component of their overall education and 

training programs.  The Survey results found that many life insurance companies utilize 

external resources as a supplement to their own internal training programs.  When 

asked to evaluate various types of education and training opportunities available 

throughout the life insurance industry, over 80% of Survey respondents identified CEFLI 

education and training activities as being important or very important external resources 

Survey respondents identified many 
common elements when describing 
the components of their company's 
ethics program.  These elements 
include:  a code of ethics/conduct, 
training, communication, 
anonymous reporting, ethics 
hotlines and investigations. 
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for their company's compliance training program.  This data will help CEFLI to further 

refine the types of compliance educational and training opportunities it will develop to 

support the needs of the life insurance industry's compliance and ethics professionals. 

Finally, the Survey asked respondents to evaluate the issues that consumed the most 

compliance resources in 2014 and to anticipate the most significant compliance 

challenges facing the life insurance industry in 2015.  Not unsurprisingly, unclaimed 

property and enterprise risk management issues led both lists of key issues in 2014 and 

2015. 

We hope that readers of the 2014 CEFLI Compliance and Ethics Benchmarking Survey 

Report will find this information useful in comparing their current compliance and ethics 

strategies versus compliance and ethics strategies employed elsewhere throughout the 

life insurance industry.  CEFLI will continue to monitor these compliance and ethics 

developments in years ahead and extends its sincere thanks to all life insurance industry 

compliance and ethics professionals who took time to respond to the Survey to 

contribute to the collection of data for the 2014 CEFLI Compliance and Ethics 

Benchmarking Survey. 

*     *     *     *     *     * 

CEFLI would like to thank all compliance and ethics professionals from CEFLI Member 
Companies as well as non-CEFLI Member Companies who responded to the 2014 CEFLI 
Compliance and Ethics Benchmarking Survey for offering their insights and perspectives.  
We hope that all Survey respondents find this information to be useful.   

CEFLI also would like to thank its Member Companies and Affiliate Members for their 
financial support of the 2014 CEFLI Compliance and Ethics Benchmarking Survey. 
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