Director Notes
The 2010 Proxy Season

Enhanced Disclosure in the Dow 30 and Select Financial Companies

The Role of the Board in Risk Oversight
by Louis L. Goldberg and Mutya Fonte Harsch

The analysis of disclosure included in 2010 proxy statements by leading U.S. public
companies shows that, at the board level, two models of risk oversight are emerging:
the committee model and the active board model. A slight majority of the surveyed
companies delegates the primary responsibility for coordinating risk oversight to a
standing committee of the board (typically, the audit committee or, in the case of
financial institutions, a dedicated risk committee). Even among organizations with
the committee model, most reported that their board exercises some degree of
direct and active oversight for risks related to the company’s strategic direction and
business plan.

n an attempt to address the perception that risk oversight
failures played prominently in recent business crises, the SEC
enacted Item 407(h) of Regulation S-K, which requires
companies to disclose in their proxies, “the extent of the board’s
role in the risk oversight of the registrant, such as how the board
administers its oversight function, and the effect that this has
on the board’s leadership structure.”1
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This Director Notes is the first in a series of studies developed in
collaboration with Davis Polk & Wardwell LLP to provide
guidelines and examples to member companies of The
Conference Board on emerging practices following the SEC
enhanced disclosure reform of December 2009. It is based on the
analysis of 2010 proxy statements of the 30 companies in the
Dow Jones Industrial Average as well as those of five additional
select financial institutions (see “The Survey” on p. 3).

Although the disclosure varies widely—
reflecting the fact that companies are still
at the early stage of the rule implementation and that interpretive guidance from
the SEC remains somewhat limited—a
number of important observations can be
made. The results for financial companies
are presented separately, in recognition of
their particular approach to risk oversight
in light of differences in their business
model and regulatory regime. (See
Appendix 1 on p. 8 for a comparative table
reproducing the disclosure language used
by surveyed companies.)
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Risk Oversight Models –
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Active board model
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Risk Oversight at the Board Level
At the board level, two models of risk oversight seem to be
emerging: the “committee model” and the “active board
model,” with significant variations within each. In a handful
of cases, the disclosure is much less developed, making it
difficult to determine whether the board or a committee had
primary responsibility for risk oversight.
The committee model A slight majority of the non-financial
companies surveyed for this study delegates the primary
responsibility for coordinating risk oversight to the audit
committee (or, in one case, to the risk committee), even
though some of these companies have included in their proxies a statement to the effect that the full board retained “ultimate” responsibility in this area.
The duties of the relevant committee in this committee model
vary, but typically include:

1. the responsibility for reviewing the company’s risk oversight framework (i.e. the policies and procedures with
respect to risk assessment and risk management); and

2. working with management to identify the company’s
major risk exposures and the steps taken to monitor and
address such risks. In most of these cases, the audit com-

Committee model
52%

Active board model
40

Committee model
60%

Of the companies surveyed for this study, 52 percent of the
non-financials and 60 percent of the financials delegate the
primary responsibility for coordinating risk oversight to the
audit committee or a dedicated, stand-alone risk committee.
The survey also revealed that only one non-financial company and four of the five financial companies surveyed have
a stand-alone risk committee and charter.
The active board model In the active board model, boards
retain primary responsibility for coordinating risk oversight
functions, with individual board committees tasked to oversee specific risks. Under this model, either the full board or
the audit committee reviews the company’s risk oversight
framework, and the board receives regular reports not only
from board committees but also directly from the chief risk
officer (CRO) and/or senior management regarding certain
major risks facing the company and the steps taken by management to manage and mitigate those risks.
Strategic risk oversight Regardless of whether the board
retains primary responsibility for risk oversight or delegates
it to the audit committee or risk committee, a large majority
of non-financial companies reported that their board exercises some degree of direct and active oversight for risks
related to the company’s strategic direction and business
plans and for specifically identified risks.

mittee or risk committee regularly report their risk oversight findings to the full board.
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Chart 3

Strategic Business Risk Oversight –
Non-financial companies
Other

Direct oversight by the full board
70%

30

Seventy percent of all non-financial companies surveyed
included disclosure that the board retained direct oversight of
strategic business risks at the board level. None of the financial
companies surveyed included such disclosure.

Hybrid models in financial companies The risk oversight
structure of financial companies generally contains aspects of
both the committee model and the active board model. Three
of the five financial companies surveyed report delegating
primary risk oversight responsibility to the risk committee or
audit committee, whereas the other two have active boards
that retain primary responsibility for risk oversight and a
direct reporting line between the CRO and the CEO or the
board. All of the financials surveyed have a CRO. Only one
of the financials surveyed does not have a formal risk committee and charter.
Of the four financial companies with a stand-alone risk committee and charter, two do not seem to delegate primary
responsibility for the coordination of risk oversight to the
risk committee but rather retain primary risk oversight
responsibility with the full board.2

The Survey
Findings discussed in this report are based on the analysis of 2010 proxy statements filed with the U.S. Securities and
Exchange Commission by corporations in the Dow Jones Industrial Average, as well as those of select financial institutions.
See Appendix 1 on p. 8 for a comparative table reproducing the disclosure language used by surveyed companies.
Dow 30 Companies

Caterpillar Inc.

Verizon Communications Inc.

3M Company

Merck & Co., Inc

Wal-Mart Stores, Inc.

Intel Corporation

Chevron Corporation

Hewlett-Packard Companya

Alcoa Inc.

Microsoft Corporationa

The Walt Disney Companya

International Business Machines
Corporation

Cisco Systems, Inc.a

The Home Depot, Inc.

American Express Company

The Coca-Cola Company

Select Financial Institutions

Johnson & Johnson

The Procter & Gamble Companya

Bank of America Corporationb

AT&T Inc.

E.I. du Pont de Nemours and
Company

Citigroup Inc.

JPMorgan Chase & Co.
Bank of America Corporation

The Travelers Companies, Inc.

JPMorgan Chase & Co.b

Kraft Foods, Inc.

Exxon Mobil Corporation

Morgan Stanley

The Boeing Company

United Technologies Corporationa

McDonald’s Corporation

General Electric Company

Pfizer Inc.

The Goldman Sachs Group, Inc.

a These companies (collectively the “Early Filers”) filed their proxy statement before the effective date of the new Regulation S-K rules. As a result,
they are largely excluded from the Survey results except in instances where the company provided the new disclosures in full voluntarily or
the information was available from another source, as noted.
b Bank of America and JPMorgan Chase are also in the Dow 30.
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Risk Management at the Management Level

Chart 4

Risk Management Disclosure –
Non-financial companies

Although the SEC disclosure requirement focuses on the
board’s role in risk oversight, as opposed to risk management,
many surveyed companies (as many as 43 percent in the nonfinancial sector) also included disclosure of their approach to
risk management at the senior management level.

No disclosure on this issue

Disclosure of senior management
role in risk management

57

43%

From this limited information, the following should be noted:
Efforts to integrate ERM Reflecting the prominence of risk
issues in today’s environment, more than two-thirds of the
non-financial companies surveyed included a discussion of
“enterprise” risk management in their disclosure. Of those
companies, more than half specifically disclosed the adoption
of a formal enterprise risk management (ERM) system (see
“Enterprise Risk Management Framework” below). Though
not discussed in detail, the ERM systems generally included
a process by which management identified, monitored, and

managed major risks. The remaining companies that decided
not to cover enterprise risks in the filings either did not discuss their risk management approach at all or included a gen-

Enterprise Risk Management Framework
Increasingly, boards and management teams are embracing the concept of enterprise risk management (ERM) to connect
their risk oversight responsibilities with the desire to create and protect shareholder value. The ERM process was first
formalized by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in guidelines released in
2004.a COSO’s framework has since been adopted by a number of companies as a means by which to effectively manage
risks across complex business units.b
The COSO guidelines define ERM as a process (developed
under the oversight of the entity’s board of directors,
management and other personnel) that:

To implement the ERM framework, COSO highlights the
following four areas:

•

Understand the entity’s risk philosophy and concur with
the entity’s risk appetite.

•

Know the extent to which management has established
effective enterprise risk management of the organization.

•

Review the entity’s portfolio of risk and consider it
against the entity’s risk appetite.

•

Be apprised of the most significant risks and whether
management is responding appropriately.

1. applies across the entire enterprise including in the
creation of the entity’s business strategy.

2. identifies potential risk events that may affect the entity.
3. ensures that risks are managed within the risk appetite
of the entity.

4. provides reasonable means by which to measure the
entity’s achievement of objectives.

a Committee of the Sponsoring Organizations of the Treadway Commission (COSO), Enterprise Risk Management—Integrated Framework, September
2004. For guidelines on the role of the board of directors in the process, also see COSO, Effective Enterprise Risk Oversight: The Role of the
Board of Directors, August 2009.
b For a number of notable case studies of ERM application driven by board members, see Matteo Tonello, Emerging Governance Practices in Enterprise
Risk Management, The Conference Board, Working Group Report No. 1398, 2007.
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eral statement that it is the responsibility of senior management to manage risk and bring the material risks to the attention of the board.

• Seventy percent of the non-financial companies
surveyed used the word “enterprise” in their risk
oversight disclosure, and 63 percent of those
companies have a formal ERM framework in place.

The rise of the chief risk officer Those surveyed, non-financial companies that have either adopted a formal ERM system or discussed the management of “enterprise” risks in
their disclosure also typically report availing themselves of a
dedicated CRO or an existing officer (such as the VP of
internal audit and corporate compliance) who also fulfills the
same role. In most cases, the CRO (or equivalent) reports to
the risk committee or audit committee. In a few cases, that
person reports to the full board.

• Only three of the non-financial companies surveyed
have a dedicated CRO, although six of the non-financial
companies have existing officers who also fulfilled chief
risk officer duties.

• One hundred percent of the financial companies
surveyed have a CRO.

Even though all of the financial companies surveyed provided detailed disclosure of the firm’s risk management
structure and programs, surprisingly, most of them did not
expressly mention “enterprise” risk in their discussion. The
financial companies that discussed enterprise risks did so in
the context of their ERM framework.
All of the financial companies surveyed have a dedicated
CRO with detailed enterprise-wide responsibilities: in three
cases the CRO reports to the risk committee or the audit
committee, while in the other two the CRO reports directly to
the board. This finding could indicate that even the companies that did not discuss “enterprise” risks in their disclosure
may have a formal ERM-type system in place, but use a different terminology to identify it and describe it.
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Other Observations
Even though the SEC rule suggests that companies address
“the effect that the board’s risk oversight role had on its leadership structure,” only few surveyed companies actually
included such disclosure. This may indicate that most issuers
still have not identified any real linkage between the two
aspects. Companies that included such disclosure did so in
mostly conclusory terms.
Compensation risks are commonly discussed as among the
risks overseen by the compensation committee. However,
only a handful of companies addressed in the disclosure section on “board oversight of risk” the separate SEC requirement in new Item 402(s) of Regulation S-K that companies
disclose compensation risks that are “reasonably likely to
have a material adverse effect on the registrant.” In the few
cases where this rule was expressly addressed, the companies
included an affirmative statement that no material adverse
effect was likely.
All but one company provided the required board oversight
of risk disclosure in a separately captioned section. The only
company that did not do so included the same information
within the description of the responsibilities of each of the
board’s committees.

Endnote
1

SEC Release No. 33-9089; 34-61175 (“Proxy Disclosure Enhancements”),
December 16, 2009, available at www.sec.gov/rules/final/2009/339089.pdf. The rules apply to proxy and information statements, annual
reports and registration statements under the Exchange Act, and registration statements under the Securities Act as well as the Investment
Company Act. They do not apply to foreign private issuers. For an extensive
discussion of the practical implications of the reform, see William M. Kelly
and Mutya Fonte Harsch, “Directors’ Duties Under the New SEC Rules on
Disclosure Enhancement,” Director Notes No. DN-005, February 2010.

2

Under The Wall Street Reform and Consumer Protection Act of 2010 (also
known as the Dodd-Frank Act), the Federal Reserve is mandated to issue
rules requiring bank holding companies with over $10 billion in assets to
establish a risk committee of the board of directors.
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Sample Risk Committee Charter*
Neither the NYSE nor Nasdaq requires a risk committee of the
board of directors. Some companies, primarily financial institutions, have determined that having a separately designated
risk committee is useful in helping to fulfill the board’s risk
oversight role. Other companies, however, might conclude that
it is not necessary to have a separate risk committee and that
an existing committee, typically the audit committee, should
rather play a primary role in risk oversight.
Subject to the specific regulatory requirement of the DoddFrank Act that certain bank holding companies institute a risk
committee of the board, the risk committee charter should be
structured to best fit the needs of a particular company.
Presently, as a regulatory matter, risk committee members
need not be independent.
In drafting a risk committee charter, attention should be paid
to footnote “a” below for relevant NYSE/Nasdaq/SEC considerations, including possible corresponding changes to the
audit committee or compensation committee charters, or the
charters of other committees that may also share risk oversight in particular areas.
[COMPANY NAME]
A [Delaware] Corporation
(the “Company”)
Risk Committee Chartera
Adopted _________, 20__

Purposeb
The Risk Committee is created by the Board of Directors of the
Company (the “Board”) to [assist the Board in its oversight of
the Company’s risk management] OR [assist the Board in its
oversight of the Company’s risk management and risk assessment regarding credit risk, market risk, liquidity risk, investment risk, interest rate risk and funding risk].

Membership
The Risk Committee shall consist of at least [three] members.
The [Board] [Nominating and Corporate Governance
Committee]c shall recommend nominees for appointment to
the Committee annually and as vacancies or newly created
positions occur. Committee members shall be elected by the
Board and may be removed by the Board at any time. The
[Nominating and Corporate Governance Committee shall recommend to the Board, and the Board shall designate,][Board
shall designate]d the Chairman of the Committee.
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Responsibilitiese
In addition to any other responsibilities, which may be
assigned from time to time by the Board, the Risk Committee
is responsible for the following matters.
Risk Management Processes
Review and discuss with management the Company’s [risk
management and risk assessment processes][enterprise risk
management framework], including any policies and procedures for the identification, evaluation and mitigation of major
risks of the Company.
Receive periodic reports from management [and the internal
risk management function][chief risk officer] as to efforts to
monitor, control and mitigate major risks.
* Prepared by Ning Chiu, a counsel in Davis Polk's corporate department who
specializes in corporate governance matters.
a NYSE Sections 303A.07(b)(iii)(D) requires the audit committee to discuss policies with respect to risk assessment and risk management. According to the
commentary, the audit committee must discuss guidelines and policies to govern the process by which the CEO and senior management assess and manage
the listed company’s exposure to risk. The audit committee should discuss the
listed company’s major financial risk exposures and the steps management has
taken to monitor and control such exposures. The commentary indicates that
while the audit committee is not required to be the sole body responsible for
risk assessment and management, the committee must discuss guidelines and
policies to govern the process by which risk assessment and management is
undertaken. The commentary recognizes that many companies, particularly
financial companies, manage and assess their risk through mechanisms other
than the audit committee. The commentary goes on to state that the processes
these companies have in place should be reviewed in a general manner by the
audit committee, but they need not be replaced by the audit committee.
Nasdaq does not have any particular requirements related to board or committee oversight of risk.
If this Risk Committee Charter is adopted, corresponding changes may need to
be made to the Audit Committee charter or the charter of any other committee
that is also responsible for specific elements of risk oversight, such as the
Compensation Committee.
Item 407(h) of Regulation S-K requires disclosure of the extent of the board’s
role in the risk oversight of the company, such as how the board administers
its oversight function, and the effect that this has on the board’s leadership
structure.
b Depends upon whether the Risk Committee is responsible for oversight of a
company’s general risk areas, or whether the Committee is responsible for
oversight of specific risk areas.
c Depends upon how the Board chooses to assign this responsibility.
d Same as preceding footnote.
e Subject to the Dodd-Frank Act, with respect to certain bank-holding companies, the Risk Committee’s responsibilities may be established by the Board. In
addition, a regulated financial institution may wish to include specific responsibilities with respect to certain areas, such as risk tolerance or risk metrics.
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Sample Risk Committee Charter continued
Review certain major categories of risk exposure of the
Company such as operational, market, credit, interest rate,
liquidity, and reputational risks, against any benchmarks or
methodologies as appropriate.

The Risk Committee shall periodically review and assess the
adequacy of this charter and recommend any proposed
changes to the [Nominating and Corporate Governance
Committee][Board].

[Evaluate senior management’s performance in complying
with risk-related policies and procedures].

Authority and Delegations

Risk Management Function
[At least annually,] the Risk Committee shall evaluate the performance, responsibilities, budget, and staffing of the
Company’s risk management function.f
[At least annually,] the Risk Committee shall evaluate the performance of the [Chief Risk Officer]g [senior officer or officers] responsible for the risk management function of the
Company, and make recommendations to the Board and
management regarding the responsibilities, [compensation],
retention or termination of such officer or officers.

Coordination
The Chairman of the Risk Committee [shall coordinate with
the Chairman of the Audit Committee and the Chairman of
the Compensation Committee as necessary] OR [shall coordinate with the Chairman of the Audit Committee with respect
to the Audit Committee’s responsibilities as to risk assessment and risk management and the Chairman of the
Compensation Committee as to the Compensation
Committee’s responsibilities with respect to the review and
evaluation of risks in compensation arrangements].

Reporting to the Board
The Risk Committee shall report to the Board periodically.
This report shall include a review of risk oversight processes,
any issues that arise with respect to management’s identification, review and mitigation of the Company’s risks, the performance of the risk management function, and any other
matters that the Risk Committee deems appropriate or is
requested to include by the Board.
At least annually, the Risk Committee shall evaluate its own
performance and report to the Board on such evaluation.

The Risk Committee is authorized (without seeking Board
approval) to retain special legal, accounting, or other advisors
and may request any officer or employee of the Company or
the Company’s outside counsel or independent auditor to
meet with any members of, or advisors to, the Risk
Committee.
The Risk Committee shall have available appropriate funding
from the Company as determined by the Risk Committee for
payment of:

•

compensation to any advisers employed by the Risk
Committee; and

•

ordinary administrative expenses of the Risk Committee
that are necessary or appropriate in carrying out its
duties.

The Risk Committee may delegate its authority to subcommittees or the Chairman of the Risk Committee when it deems
appropriate and in the best interests of the Company.

Procedures
The Risk Committee shall meet as often as it determines is
appropriate to carry out its responsibilities under this charter,
but not less frequently than quarterly. The Chairman of the
Risk Committee, in consultation with the other committee
members, shall determine the frequency and length of committee meetings and shall set meeting agendas consistent
with this charter.

Limitations Inherent in the Risk Committee’s Role
While the Risk Committee is responsible for reviewing the
Company’s oversight framework (i.e., policies and procedures
with respect to risk assessment and management), it is the
responsibility of the CEO and senior management to assess
and manage the Company’s exposure to risk.

f If the company has a separate risk management function.
g If the company has a chief risk officer. Some companies may have a chief risk
officer reporting directly (or on a dotted-line basis) to the Risk Committee.
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general risk
risk
discussion?
discussion?
If
If yes,
yes, how?
how?
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Company
C
ompany
((non-financial
non-financial
iinstitution)
nstitution)

Appendix 1 continued

Yes.
Yes.

Fo
Formal
ormal
Risk
R
isk
Committee/
C
ommi
m ttee/
Charter?
Ch
harter?
N))
(Y
Y/N

Compensation Committee
Committee oversees
oversees
Compensation
executive compensation
compensation
n
executive
arrangements, including
including
g the
the
arrangements,
company’s ac
tions to
to attract
atttract and
company’s
actions
retain executive
executive talent,
talent, foster
fosterr the
the
retain
apprro
opriate linkage
linkage between
between pay and
appropriate
perrformance and develop
develop
o
performance
compensation programs
programs that
that are
are
compensation
aligned with
with the
the company’s
compan
ny’s risk
risk
aligned
management profile.
profile. Meets
Meet
e s with
with the
the
management
to assess
assess the
the effectiveness
efffectiveness of
of
CRO to
the design
design and operation
operation
o of
of the
the
the
company’s incentive
incentive compensation
compensation
company’s
programs in
in controlling
controlling excessive
excessive risk
risk
programs
taking.
taking.

Audit
Risk
Audit and R
isk Committee
Committee (1)
(1) meets
meets
regularly
executive
regularly iin
n ex
ecutive session
ses
e sion with
with the
the
CRO with
with regard
regard to
to the
the company’s
company’s
CRO
risk management
management processes,
processes, controls
contro
ols
risk
capabilities and (2)
(2) approves
approves the
the
and capabilities
ERM policy
policy a
sw
ell a
s rrisk
isk p
olicies in
ERM
as
well
as
policies
specific risk
risk areas.
areas.
specific

Compensation and Benefits
Ben
nefits
Compensation
Committee considers
considers risks
risks rrelated
elated to
to
Committee
the attraction
attraction and rretention
etention of
of talent
talent
the
risks rrelating
elating to
to the
the design
design of
of
and risks
compensation programs
programs and
compensation
arrangements.
arrangements.

Governance
Governance and Nominating
Nominat
n ing
Committee
Committee considers
considers risks
risks rrelating
elating to
to
succession
planning
succession pl
anning and
and oversees
oversees
the appr
opriate allocation
allocation
o of
the
appropriate
responsibility for
for risk
risk oversight
ovversight among
among
responsibility
the committees
committees of
of the
the board.
b d.
boar
the

risks
risks related
related to
to the
the company’s
company’s
reputation
reputation and reviews
reviews risks
risks related
related
to
to tthe
he sustainability
sustainability of
of its
its operations.
operations.

Risks
delegated
R
isks d
elegated to
to committees
c mmittees
co
((include
include na
me off c
om
mmittee and
and
name
committee
description of ri
sks)
description
risks)

Board approves
approves dec
d
isions
Board
decisions
regarding major
majorr strategic
strategic
regarding
initiatives, ssuch
uch a
s
initiatives,
as
acquisitions and divestitures,
divestitures,
acquisitions
majorr investments,
investmentts, ffinancings
inancings
major
capital commitments.
commitments.
and capital

Board oversees
oversees ent
e
erprise
Board
enterprise
risks (unless
(unless the
the risk
riskk falls
falls
risks
within the
the purview
purrview
w of a
within
particularr committee).
committee). Board
Board
particular
monitors tthe
he ““tone
tone a
he ttop”
op”
monitors
att tthe
culturre of the
the
e company,
company,
and culture
oversees strategic
strategic risks
risks
oversees
through regular
regularr and
a d
an
through
comprehensive reviews
rev
e iews off the
the
comprehensive
company’s sstrategies
trategi
e es and
company’s
plans and reviews
review
ws specific
specific
plans
risks as
as needed.
risks

Risks reviewed
reviewed at
at the
the board
board
Risks
level w
ithout co
c
mmittee
level
without
committee

The E
RM P
olicy de
efines
The
ERM
Policy
defines
risk management
management
risk
objectives, rrisk
isk app
petite,
objectives,
appetite,
risk limits
limits and escalation
escal
a ation
risk
triggers, and establishes
estab
blishes
triggers,
the internal
internal governance
governanc
n
e
the
structurre ffor
orr m
ana
aging
structure
managing

ERM program
program is
is
ERM
overseen by the
the CRO.
CRO.
overseen

Yes. T
he ccompany’s
ompanyy’s
Yes.
The
ERM pr
ocess iis
s us
sed tto
o
ERM
process
used
aggregate, monitor,
monitor,
aggregate,
measure and manage
manage
measure
risks. T
he E
RM ap
pproach
risks.
The
ERM
approach
designed to
to enable
ena
able the
the
is designed
board to
to establish
establish a
board
mutual understanding
understand
ding
mutual
with management
management of
of the
the
with
efffectiveness of
of the
the
effectiveness
company’s risk
risk
company’s
management practices
practices
management
and capabilities,
capabilities, to
to
and
review the
the company’s
compan
ny’s
review
risk ex
posure and to
to
risk
exposure
elevate certain
certain key
keyy risks
risks
elevate
forr discussion
discussion at the
the
h
for
board level.
level.
board

nterprise risk
risk
Is “e
“enterprise
managementt”
management”
discussed?
discussed?
s, how?
how?
If ye
yes,

Reports to
to the
the
Reports
Audit and Risk
Risk
Audit
Committee.
Committee.

Yes. The
The CRO is
Yes.
executive
an executive
offficerr and a
officer
memberr off ssenior
enior
member
management.
management.

Is tthere
here a Chief
Chief
Is
Risk Officer?
Officer?
Risk
If yes,
yes, to
to wh
om
If
whom
does he or
or s
he
does
she
reporrt?
report?

The
h Audit
Audit and Risk
Risk
The
Com
o mittee receives
receives
Committee
reg
gularr reports
reports on risk
risk
regular
manage
a
ment from
from the
the
management
CR
RO and senior
seniorr risk
risk
CRO
lea
aders in
in the
the areas
areas of
of
leaders
financ
n
e, ffunding
unding and
finance,
liqui
q dity, compliance,
compliance,
liquidity,
fraud,
a
technology and
fraud,
technology
infformation ssecurity,
ecurity,
information
an
nd privacy,
privacy, as
as well
well as
and
n risk
risk m
anagement
on
management
practices gener
ally.
practices
generally.

Ther
h e are
are individual
individual
There
manage
a
ment
management
committees, e
.g., E
RM
committees,
e.g.,
ERM
Com
o mittee, cchaired
haired by
Committee,
the CRO,
CRO, and tthe
he
the
Ass
s et-Liability
Asset-Liability
Com
o mittee, cchaired
haired by
Committee,
the
e CFO,
CFO, w
hich ar
e
the
which
are
ressponsible for
for
responsible
implementing tthe
he E
RM
implementing
ERM
Pol
o icy ac
ross tthe
he
Policy
across
company.
company.

Managem
a
ent identifies
identifies
Management
en
nterprise risks.
risks.
enterprise

Approach tto
oa
llocation
Approach
allocation
sk tto
om
anagement
off ri
risk
management

Yes. S
ee “Risks
“Risks
Yes.
See
delegated
d to
to
delegated
committee
es –
committees
Compensation
Compensation
Committee.”
Committee.”

would have
havve a
would
material adverse
a erse
adv
material
effect on tthe
he
effect
company.
company.

Compens
n ation
Compensation
risk included
include
u d iin
n
risk
general risk
risk
general
discussion?
discussion?
If yes,
yes, how?
how?
If
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nued

Company
C
ompany
((non-financial
non-financial
iinstitution)
nstitution)

Yes.
Yes.

No.
No.

Fo
Formal
ormal
Risk
R
isk
Committee/
C
ommi
m ttee/
Charter?
Ch
harter?
N))
(Y
Y/N

Appendix 1 continued

E
nterprise R
isk ((“ER”)
“ER”) C
ommittee (1
Enterprise
Risk
Committee
(1))
oversees senior
seniorr management’s
management’s
oversees
identification, pl
anning for
forr and
identification,
planning
management of
of material
material
a risks
risks facing
facing
management
the company,
company, (2)
(2) oversees
oversee
e s
the
establishment by management
manag
gement of
of risk
risk
establishment
policies and guidelines
guidelines and systems
systems
policies
to ssupport
upport control
control of
of market,
mar
a ket, interest
interest
to
rate and liquidity
liquidity risk,
risk, (3)
(3
3) reviews
reviews
rate
management strategy,
strategy, policy
p icy
pol
management
procedure for
forr managing
managing
g market
market risk,
risk,
procedure
interest rate
rate risk,
risk, liquidity
liquidity rrisk
isk and
interest
reputational risk
risk and (4)
(4)) oversees
oversees
reputational
management activities
activities w
ith rrespect
espect to
to
management
with
capital management
management and
and liquidity
liquidity
capital

Finance/Pension Committee
Committee reviews
reviews
Finance/Pension
policies designed
designed by management
manage
a
ment
policies
regarding financial
financial and market
market risk
risk
regarding
actions taken
taken byy management
manage
a g ment to
to
and actions
control the
the risk
risk (e.g.,
(e.g., the
the
e nature
nature and
and
control
extent off insurance
insurance coverage,
cover
e age, interest
interre
est
extent
rate and foreign
foreign currency
currenccy exposure,
exposure,
rate
counterparty risk).
risk).
counterparty

Audit C
ommittee rreviews
eview
ws and
Audit
Committee
discusses w
it h m
anagement the
the
discusses
with
management
company’s
company’s major
majorr financial
financial risk
risk
exposures
exposures and the
the steps
steps
management
management has
has taken
taken
n to
to monitor
monitor
and control
control such
such exposures,
exposures, including
including
the
and
the company’s
company’s risk
risk assessment
assessment an
d
risk
risk management
management policies.
policies. Also
Also
receives regular
regularr reports
reports on completed
completed
receives
internal audits
audits of
of the
the financial,
financial,
internal
operating
operating and compliance
compliance risk
risk areas.
areas.

Risks
delegated
R
isks d
elegated to
to committees
c mmittees
co
((include
include na
me off c
om
mmittee and
and
name
committee
description of ri
sks)
description
risks)

B
oard approves
approves company’s
company’s
Board
ar
ticulation off iits
ts rrisk
isk appet
it e
articulation
appetite
annual
ly and approves,
app
proves, at a
annually
hi
gh level,
level, ffollowing
ollowing pr
oposal
high
proposal
by management,
management, the
the
ccompany’s
ompany’s fframework
ramew
e ork for
for
m
anaging risk.
risk.
managing

Annually, the
the board
boa
ard reviews
reviews
Annually,
the company’s
company’s strategic
strategic
the
business plans,
plans, which
which
business
includes ev
aluating the
the
includes
evaluating
objectives off and rrisks
isks
objectives
associated with
with these
these plans
plans
associated
(e.g., competitive,
competitive,
e technology,
technology,
(e.g.,
economic).
economic).

Board oversees
oversees and
a reviews
reviews
Board
certain aspects
aspects of
o the
the
certain
company’s risk
risk m
anagement
company’s
management
efforts
t .
efforts.

Risks reviewed
reviewed at
at the
the board
board
Risks
level w
ithout co
c
mmittee
level
without
committee

Yes, tthe
he C
RO iiss
Yes,
CRO
responsible for
for
responsible
instituting risk
risk
instituting
management
management
practices
practices
consistent with
with
consistent
overra
all business
business
overall
strat
a egy and risk
risk
strategy
appetite. Reports
Reports
appetite.
to C
EO.
to
CEO.
Yes, ssee
ee “Risks
“Risks
Yes,
delegated to
to
delegated
committees.”
committees.”
Audit, C
redit and ER
ER
Audit,
Credit
committees w
ork in
in
committees
work
tandem to
to provide
prro
ovide
tandem
enterprise-wide oversight
ovversight
enterprise-wide
of rrisk.
isk.
of

None specified,
specified,
None
sclosure
but di
disclosure
states that
that
states
company’s chief
chief
company’s
audit executive
executive
audit
meets annual
ly in
in
meets
annually
executive session
session
executive
with the
the Audit
Audit
with
Committee. T
he
Committee.
The
chief audi
chief
auditt
executive reviews
reviews
executive
with the
the Audit
Audit
with
Committee ea
ch
Committee
each
year’s annual
year’s
internal audit
audit plan,
plan,
internal
which iis
s ffocused
ocused
which
ignificant
on ssignificant
areas off ffinancial,
inancial,
areas
operating and
operating
compliance risk.
risk.
compliance

Is tthere
here a Chief
Chief
Is
Risk Officer?
Officer?
Risk
If yes,
yes, to
to wh
om
If
whom
does he or
or s
he
does
she
reporrt?
report?

Not d
iscussed.
Not
discussed.

rrisks.
isks. The
The ERM
ERM Policy
Policy
ffocuses
ocuses on the
the major
maj
a or
rrisks
isks that
that ar
e rrelevant
elevvant to
to
are
tthe
he company,
company, given
given
e its
its
bus
iness model:
model: credit
credit
business
rrisk
isk ((institutional
institutional a
nd
and
iindividual),
ndividual), operational
operational
rrisk,
isk, m
arket rrisk
isk an
nd
market
and
rreputational
eputational risk.
risk.

nterprise risk
risk
Is “e
“enterprise
managementt”
management”
discussed?
discussed?
s, how?
how?
If ye
yes,

Cor
o porate G
eneral
Corporate
General
Audi
u torr assesses
assesses the
the
Auditor
company’s control
control
company’s
en
nvironment and is
is
environment
ind
dependent of
independent
manage
a
ment. Reports
Reports
management.
directly to
to Audit
Audit
directly
Com
o mittee and
Committee
adm
d inistrat
a ively to
to
administratively

GC manages
manages legal
legal risk
risk
GC
an
nd reports
reports to
to CEO.
CEO.
and

See
e “Is
“Is tthere
here a C
hief
See
Chief
Risk Officer?”
Officer?”
Risk

Mem
e bers off the
the
Members
Financ
n
e and
Finance
Com
o pliance groups
groups are
are
Compliance
ressponsible for
for
responsible
managi
a
ng risk
risk in
in their
their
managing
areas
e and reporting
reporting
areas
reg
gularly to
to the
the Audit
Audit
regularly
Com
o mittee.
Committee.

Assessing and
Assessing
managi
a
ng risk
risk are
are the
the
managing
ressponsibilities o
he
responsibilities
off tthe
manage
a
ment of
of AT&T.
AT&T.
management

S
e also
ee
also “Is
“Is ‘‘enterprise
enterprise
See
rrisk
isk management’
management’
di
scussed?”
discussed?”

Approach to
to a
llocation
Approach
allocation
sk tto
om
anagement
off ri
risk
management

Yes. See
See “Risks
“Risks
Yes.
delegated
d to
to
delegated
committee
es –
committees
Compensation
Compensation
Committee.”
Committee.”

No.
No.

Compens
n ation
Compensation
risk included
include
u d iin
n
risk
general risk
risk
general
discussion?
discussion?
If yes,
yes, how?
how?
If
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continued

Company
(non-financial
institution)

No.

Formal
Risk
Committee/
Charter?
(Y / N)

Appendix 1 continued

Finance Committee assesses risks
related to capital structure, significant

Audit Committee (1) discusses the
company’s overall risk assessment
and risk management practices, per
its charter, (2) performs a central
oversight role with respect to financial
and compliance risks and (3) reports
on its findings at each regularly
scheduled meeting of the full board
after meeting with the SVP, Office of
Internal Governance, the Corporate
Auditor and the independent auditor,
Deloitte & Touche LLP.

Audit Committee (1) reviews with
management and the General
Counsel, the nature and status of
significant legal matters and legal
risks and (2) coordinates with ER
Committee with respect to company’s
overall management and handling of
risk in order to assist with operational
and legal/compliance risk.

Compensation Committee (1) meets
regularly with senior risk officers to
review and evaluate risk in employee
compensation programs and (2)
discusses compensation risk for
purposes of certifying that
compensation programs do not drive
inappropriate risks to company.

Credit Committee (1) oversees credit
exposures on enterprise-wide basis,
(2) oversees management systems
that support measurement and
control of credit risk, (3) oversees
management’s response to trends in
credit risk and (4) coordinates the
oversight of credit risk with ER
Committee.

planning.

Risks delegated to committees
(include name of committee and
description of risks)

Board responsible for
consideration and oversight
of risks. Regularly reviews
material strategic,
operational, financial,
compensation and
compliance risks with senior
management and in
conjunction with its
committees.

Risks reviewed at the board
level without committee

Not discussed.

Is “enterprise risk
management”
discussed?
If yes, how?

None specified.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

Not specified.

CEO.

Approach to allocation
of risk to management

No.

Compensation
risk included in
general risk
discussion?
If yes, how?

12
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Company
(non-financial
institution)

No.

No.

Formal
Risk
Committee/
Charter?
(Y / N)

Appendix 1 continued

Board Nominating and Governance
Committee assists board in
monitoring risks incident to the
company’s governance structures

Audit Committee assists board in
monitoring the company’s risk
exposure and developing guidelines
and policies to govern processes for
managing risks and discusses its
policies with respect to risk
assessment and risk management in
the context of compliance and
internal controls. Receives annual
reports from the company’s Treasury
Department.

Compensation Committee reviews
risks created by compensation plans.

Audit Committee reviews the
company’s risk assessment and risk
management policies and procedures
at least annually, including its major
financial risk exposures and steps
taken to monitor and control such
exposures.

financial exposures, risk management
and major insurance programs,
employee pension plan policies and
performance and regularly evaluates
financial risks associated with such
programs.

Risks delegated to committees
(include name of committee and
description of risks)

Board receives routine
reports from management on
risk matters in the context of
the company’s strategic,
business and operational
planning and decision
making.

Board reviews portfolio,
capital allocation and
geopolitical risks in the
context of its annual strategy
session and the annual
business plan and capital
budget review.

Board and its committees
regularly receive information
and reports from
management on the status of
the company and the risks
associated with the
company’s strategy and
business plans.

Board oversees enterprise
risk as part of its role in
reviewing and overseeing the
implementation of the
company’s strategic plans
and objectives.

The risk oversight function is
administered both in full
board discussions and in
individual committees that are
tasked by the board with
oversight of specific risks.

Risks reviewed at the board
level without committee

Not discussed.

Yes. See “Risks reviewed
at the board level without
committee.”

Is “enterprise risk
management”
discussed?
If yes, how?

None specified.

None specified.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

Management manages
and monitors risks at all
levels of the company,
including operating
companies, business
units, corporate
departments and
service companies, and
regularly reports to the
board through
presentations from
various centers of
management level risk
expertise, including
Corporate Strategic
Planning, Legal,

Not specified.

Approach to allocation
of risk to management

Yes. See “Risks
delegated to
committees –
Management
Compensation
Committee.”

See “Risks
delegated to
committees –
Compensation
Committee.”

Compensation
risk included in
general risk
discussion?
If yes, how?
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Proxy filing
precedes effective
date of new SEC
disclosure rules.

continued

Company
(non-financial
institution)

No.

Formal
Risk
Committee/
Charter?
(Y / N)

Appendix 1 continued

Compensation Committee reviews
compensation risk.

Finance Committee reviews
insurance risk management policies
and equity risk management policies
and programs.

Management Compensation
Committee assists board in
monitoring risks associated with
compensation programs and
practices. Assisted by its own
independent compensation
consultant. Annually reviews the
design and goals of compensation
programs and practices in the context
of possible risks to the company’s
financial and reputational well-being.

and processes. In connection with an
annual evaluation of the company’s
governance practices, the Committee
discusses risk management in the
context of general governance
matters, including among other
topics, board and management
succession planning, delegations of
authority and internal approval
processes, stockholder proposals and
activism, and D&O liability insurance.
Public Policy Committee assists
board in monitoring risks associated
with the company’s role in the
communities in which it operates.
Routinely discusses risk management
in the context of, among other things,
legislative initiatives, environmental
stewardship, employee relations,
government and nongovernment
organization relations and the
company’s reputation.

Risks delegated to committees
(include name of committee and
description of risks)

Not discussed.

Risks reviewed at the board
level without committee

Not discussed.

Is “enterprise risk
management”
discussed?
If yes, how?

Not discussed.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

Not discussed.

Corporate Compliance,
Health Environment
and Safety, Global
Exploration and
Reserves, Corporation
Finance, and others.

Approach to allocation
of risk to management

Yes. Disclosure
includes
statement that
stock ownership
guidelines for
executive officers
and directors
discourage
excess and
unnecessary risk
taking.

Compensation
risk included in
general risk
discussion?
If yes, how?

14
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Formal
Risk
Committee/
Charter?
(Y / N)

Appendix 1 continued

Compensation Committee reviews
compensation programs to ensure
that they do not, among other things,

Risk Management and Finance
Committee enhances the board’s
oversight of risk management.
Responsibilities include (1) reviewing
risk management and compliance
policies and programs for, and
reports on, the company and its
subsidiaries, (2) approving and
adjusting risk limits subject to
ratification by the board and (3)
consulting with management on the
effectiveness of risk identification,
measurement and monitoring
processes and the adequacy of
staffing and action plans, as needed.

Risks delegated to committees
(include name of committee and
description of risks)

Board receives a risk report
from the CRO at each
regularly scheduled board
meeting, with respect to the
company’s approach to
management of major risks,
including management’s risk
mitigation efforts, where
appropriate.

Board oversees the
company’s global risk
management framework.

Risks reviewed at the board
level without committee

Yes. Risk Management
and Finance Committee
reports to the board
regarding the company’s
risk profile, as well as its
ERM framework
including the significant
policies, procedures and
practices employed to
manage risks in the
company’s businesses.

Is “enterprise risk
management”
discussed?
If yes, how?

Yes. The CRO
leads Global Risk
Management, a
company-wide
function that is
responsible for an
integrated effort to
identify, assess
and manage risks
that may affect the
company’s ability
to execute on its
corporate strategy
and fulfill its
business
objectives.
Reports primarily
to the board. See
“Risks reviewed at

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

See “Is there a Chief
Risk Officer?”

Management is
responsible for
executing the
company’s risk
management policies.

Approach to allocation
of risk to management

Yes. See “Risks
delegated to
committees –
The
Compensation
Committee.”

The company’s
executive
compensation is
structured to
prevent
inappropriate risk
taking by
executives. The
Compensation
Committee
believes that the
focus on
worldwide
revenue and
operating income
growth as the
performance
targets
encourages
management to
take a balanced
approach that
focuses on
corporate
profitability.

Compensation
risk included in
general risk
discussion?
If yes, how?
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Company
(non-financial
institution)

No.

Formal
Risk
Committee/
Charter?
(Y / N)

Appendix 1 continued

Management Development
Committee oversees management
development and succession
planning across senior management
positions.

Public Issues and Diversity Review
Committee oversees issues that
could pose significant reputational
risk to the company.

Finance Committee oversees certain
financial matters and risks relating to
pension plan investments, currency
risk and hedging programs, mergers
and acquisitions and capital projects.

Compensation Committee evaluates
the risks and rewards associated with
the company’s compensation
philosophy and programs. Reviews
and approves compensation
programs with features that mitigate
risk without diminishing the incentive
nature of the compensation.

Audit Committee oversees risks
related to the company’s financial
statements, the financial reporting
process, accounting and legal
matters. Oversees the internal audit
function and the company’s ethics
programs, including the Code of
Business Conduct.

Board implements risk oversight
function both as a whole and through
committees.

encourage unnecessary or excessive
risk-taking.

Risks delegated to committees
(include name of committee and
description of risks)

Annually, at least one
meeting of the board is
dedicated primarily to
evaluating and discussing
risk, risk mitigation strategies
and the company’s internal
control environment. Topics
include financial risks,
political and regulatory risks,
legal risks, supply chain and
quality risks, information
technology risks, economic
risks and risks related to the
company’s transformation

Effective risk oversight is an
important priority of the
board. The board has
implemented a risk
governance framework to
understand critical risks in the
company’s business and
strategy; allocate
responsibilities for risk
oversight among the full
board and its committees;
evaluate the company’s risk
management processes and
see that they are functioning
adequately; facilitate open
communication between
management and directors;
and foster an appropriate
culture of integrity and risk
awareness.

Board seeks to understand
and oversee critical business
risks. Risks are considered in
virtually every business
decision and as part of the
company’s business strategy.

Risks reviewed at the board
level without committee

Yes. The company has
robust internal processes
and a strong internal
control environment to
identify and manage
risks and to
communicate with the
board, including an ERM
program.

Is “enterprise risk
management”
discussed?
If yes, how?

No. The Risk
Management
Committee is
cochaired by the
CFO and the GC.

the board level
without committee.”

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

The company has
robust internal
processes and a strong
internal control
environment to identify
and manage risks and
to communicate with
the board. These
include an enterprise
risk management
program, a risk
management
committee cochaired by
the CFO and the GC,
regular internal
management
disclosure committee
meetings, Code of
Business Conduct,
robust product quality
standards and
processes, a strong
ethics and compliance
office and a
comprehensive internal
and external audit
process.

Approach to allocation
of risk to management

Yes. See “Risks
delegated to
committees –
Compensation
Committee.”

Compensation
risk included in
general risk
discussion?
If yes, how?
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Appendix 1 continued

Responsibility for risk
oversight rests with the
board. Committees help the
board carry out this
responsibility by focusing on
specific key areas of risk
inherent in the business.
Board receives regular
updates from the committees
and at least annually

Board Affairs Committee oversees
risks associated with corporate
governance, including board structure

Board regularly informed by
its committees about relevant
risks, enabling the board to
coordinate risk oversight and
relationships among the
various risks.

Board regularly reviews and
discusses with members of
management information
regarding the company’s
business disruption,
economic, environmental,
legal, regulatory, reputational,
strategic, technological and
other risks, their potential
impact and the company’s
risk mitigation efforts.

efforts. The board also
discusses risk throughout the
year in relation to significant
risks and specific proposed
actions.

Risks reviewed at the board
level without committee

Audit Committee oversees risks
associated with financial and
accounting matters, including
compliance with legal and regulatory
requirements, and the company’s
financial reporting and internal control
systems.

Science and Technology Committee
considers key research and
development initiatives and the risks
related to those programs.

Environmental Policy Committee
focuses on risks associated with
emerging regulatory developments
related to the environment.

Corporate Governance Committee
addresses risks associated with
director independence and potential
conflicts of interest.

Audit Committee oversees
management of accounting, auditing,
external reporting and internal control
risks.

Compensation Committee oversees
management of risks relating to
executive compensation practices.

Each committee plays a key role in
overseeing the company’s
management of risks within the
committee’s area of focus.

Risks delegated to committees
(include name of committee and
description of risks)

Not discussed.

Not discussed.

Is “enterprise risk
management”
discussed?
If yes, how?

None specified.

None specified.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

Not specified.

Not specified.

Approach to allocation
of risk to management

Yes. See “Risks
delegated to
committees –
Compensation
Committee.”

Yes. See “Risks
delegated to
committees –
Compensation
Committee.”

Compensation
risk included in
general risk
discussion?
If yes, how?
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Appendix 1 continued

Management Development and
Compensation Committee monitors
risks associated with management
resources, structure and succession
planning.

Public Responsibilities Committee
oversees risks related to public policy
initiatives, the environment and
similar matters.

Audit Committee oversees risk
policies and processes relating to the
financial statements and financial
reporting processes, as well as key
credit, liquidity, and market risks and
compliance, and the guidelines,
policies and processes for monitoring
and reporting.

Responsibility for the oversight of
specific risks has been delegated to
board committees.

Public Issues and Contributions
Committee oversees operational risks
such as those relating to employee
and community safety, health,
environmental and security matters.

Finance Committee oversees risks
associated with financial instruments,
financial policies and strategies and
capital structure.

Compensation Committee helps
ensure that the company’s
compensation policies and practices
support the retention and
development of executive talent with
the experience required to manage
risks inherent to the business and do
not encourage or reward excessive
risk-taking by executives.

and director succession planning.

Risks delegated to committees
(include name of committee and
description of risks)

Strategic and operational
risks are presented and
discussed in the context of
the CEO’s report on
operations to the board and
regularly scheduled meetings.

At year-end, management
and the board jointly develop
a list of major risks to
prioritize in the next year.
The board and its committees
dedicate a portion of their
meetings to review and
discuss specific risk topics in
more detail.

Board has overall
responsibility for risk
oversight with focus on most
significant risks facing the
company.

participates in reviews with
management addressing the
progress of significant
projects and operational
activities. Updates are
measured against benchmark
expectations, all of which
reflect identified risk factors
and the impact of those
identified risks on expected
outcomes and results.

Risks reviewed at the board
level without committee

Yes. The CRO oversees
and coordinates risk
assessment and
mitigation on an
enterprise-wide basis.

Is “enterprise risk
management”
discussed?
If yes, how?

Reports to the
Corporate Risk
Committee, a
management
committee
composed of the
Chairman and
CEO and other

Yes. The CRO
leads the
Corporate Risk
Function, which
identifies key
business risks,
ensuring
appropriate
management of
these risks within
stated limits and
enforcement
through policies
and procedures.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

In addition, the Policy
Compliance Review
Board, which meets
between 12 and 14
times a year is chaired
by the GC and includes
the CFO and other
senior level functional
leaders.

See “Is there a Chief
Risk Officer?”

Approach to allocation
of risk to management

Yes. See “Risks
delegated to
committees 
Management
Development and
Compensation
Committee.”

Compensation
risk included in
general risk
discussion?
If yes, how?
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Appendix 1 continued

Audit Committee interacts frequently
with the CRO and other key risk
management executives, from both
the control and business sides of the
firm.

Audit Committee regularly receives,
reviews and discusses with
management presentations and
analyses, the company’s aggregate
risk exposures, including market,
credit and operational risks and key
information involving the company’s
funding and liquidity risk position.

Nominating and Corporate
Governance Committee oversees
risks relating to governance structure
and processes and risks arising from
related-person transactions.

Risks delegated to committees
(include name of committee and
description of risks)

The board reviews the
company’s strategy, which
bolsters its ability to oversee
the company’s risk
management process.

The board’s oversight of the
company’s risk management
process is effected primarily
through the Audit Committee.

Risks reviewed at the board
level without committee

Not discussed.

Is “enterprise risk
management”
discussed?
If yes, how?

Reports to Audit
Committee.

Yes. The CRO is
responsible for
leading the
company’s overall
risk management
effort. Interacts
frequently with
Audit Committee
and
Compensation
Committee.

senior level
business leaders.
The Corporate
Risk Committee
reports to the
board.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

See “Is there a Chief
Risk Officer?”

Approach to allocation
of risk to management

Yes. The
company reviews
its firm-wide
compensation
programs and
policies to ensure
that there are no
risks arising from
such programs
and policies that
are reasonably
likely to have a
material adverse
effect on the firm.
The CRO, the
company’s
independent
compensation
consultant and
senior members
of both the
revenue and
control divisions
are involved in
this review
process. In
addition, the
company’s
Compensation
Committee
reviews the
company’s
compensation
programs for
consistency with
the safety and
soundness of our
firm. Since the
Compensation

Compensation
risk included in
general risk
discussion?
If yes, how?
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Appendix 1 continued

Leadership Development and
Compensation Committee reviews
risks that may be implicated by
executive compensation programs
and monitors the independence of the
committee’s compensation
consultant.
Nominating and Corporate
Governance Committee oversees

Audit Committee has primary
responsibility for overseeing risk
assessment and management,
including the company’s major
financial exposures and the steps
management has taken to monitor
and control such exposures. Stays
apprised of significant actual and
potential risks faced by the company
in part through review of quarterly
reports from the Enterprise Risk
Council (“ERC”) and detailed
presentations, at least annually, from
the chair of the ERC regarding the
company’s risk assessment and
management process. Also stays
apprised of FCPA and anti-bribery
risk from FCPA Oversight Committee.

Finance and Investment Committee
reviews risk concentration.

Audit Committee assists with risk
assessment and risk management.

Risks delegated to committees
(include name of committee and
description of risks)

FCPA Oversight
Committee oversees
enterprise-wide
compliance with the
FCPA and the antibribery laws of the
jurisdictions in which we
conduct business.

At each board meeting,
Chairman and CEO address
in a director-only session
matters of particular
importance or concern,
including any significant
areas of risk requiring board
attention.
Annually, through dedicated
sessions focusing entirely on
corporate strategy, the full
board reviews in detail the
company’s short- and longterm strategies, including
consideration of significant
risks facing the company and

Board and Audit Committee
receive presentations
throughout the year from
management regarding
specific potential risks and
trends as necessary.

Yes. The ERC,
composed of leaders
from functional areas of
the company, meets at
least quarterly to
coordinate information
sharing and mitigation
efforts for all types of
risks. ERC reports to
Audit Committee.

Not discussed.

Audit Committee reports to
board at each quarterly board
meeting.

Not discussed.

Risks reviewed at the board
level without committee

Is “enterprise risk
management”
discussed?
If yes, how?

Reports the ERC’s
risk analyses to
senior
management
regularly and
attends each Audit
Committee
meeting.

No. Chair of ERC
is the VP of
Internal Audit and
Corporate
Compliance.

Not discussed.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

Audit Committee relies
on ERC (which is
composed of leaders
from the functional
areas of the company
and meets at least
quarterly to coordinate
information sharing and
mitigation efforts for all
types of risks) and the
FCPA Oversight
Committee.

Not discussed.

Approach to allocation
of risk to management

No. See “Risks
delegated to
committees 
Leadership
Development and
Compensation
Committee.”

Not discussed.

Committee
includes all of the
members of the
Audit Committee,
it is provided with
a complete
picture of the risk
management
process.

Compensation
risk included in
general risk
discussion?
If yes, how?
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institution)

Audit Committee oversees issues
related to internal control over
financial reporting.

No.

Compensation Committee oversees
risks related to compensation
programs.

Finance Committee oversees issues
related to the company’s risk
tolerance in cash-management
investments.

Each of three board committees
(Audit, Directors and Corporate
Governance and Executive
Compensation and Management
Resources) examines various
components of enterprise risk as part
of its responsibilities.

Infrastructure Committee reviews
risks related to corporate
infrastructure.

risks related to governance policies
and practices, including review and
approval of any related party
transactions and relationships
involving directors and executive
officers.

Risks delegated to committees
(include name of committee and
description of risks)

No.

Formal
Risk
Committee/
Charter?
(Y / N)

Appendix 1 continued

Board members assess and
oversee the risks as a part of
their review of the related
business, financial or other
activity of the company. The

Board is periodically briefed
by management on risks that
the company faces. In some
cases, as with risks of new
technology and risks related
to product acceptance, risk
oversight is addressed as
part of the full board’s
engagement with the CEO
and management.

Overall review of risk is
inherent in the board’s
consideration of the
company’s long-term
strategies and in the
transactions and other
matters presented to the
board, such as capital
expenditures, acquisitions,
divestitures and financial
matters.

Board is responsible for
overseeing management in
the execution of its
responsibilities and for
assessing the company’s
approach to risk
management.

their potential impact.

Risks reviewed at the board
level without committee

at the board level without
committee.”

Yes. See “Risks reviewed

Yes. See “Risks
delegated to
committees.”

Is “enterprise risk
management”
discussed?
If yes, how?

None specified.

None specified.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

Management
responsible for
identifying risk and risk
controls related to
significant business
activities; mapping the
risks to company
strategy; and
developing programs
and recommendations
to determine the
sufficiency of risk
identification, the
balance of potential risk
to potential reward, the
appropriate manner in

Senior management is
responsible for
assessing and
managing the
company’s various
exposures to risk on a
day-to-day basis,
including the creation of
appropriate risk
management programs
and policies.

Approach to allocation
of risk to management

Yes. The
company
concluded that its
compensation
policies and
practices do not
create risks that
are reasonably
likely to have a
material adverse
effect on the
company.
Detailed
disclosure of
analysis used to
reach this

No.

Compensation
risk included in
general risk
discussion?
If yes, how?
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Appendix 1 continued

Audit Committee meets in private
sessions with each of the CFO, VP
Human Resources and General
Counsel, Chief Compliance Officer,
VP Corporate Internal Audit, and
representatives of the company’s
independent auditors at the
conclusion of every regularly
scheduled meeting, where aspects of
risk management are discussed.

Risks delegated to committees
(include name of committee and
description of risks)

Board meets annually with
members of management
with primary responsibility for
management of risk in their
respective areas of
responsibility, including the
Chairman/CEO; CFO;
Controller; Treasurer; VP
Human Resources and
General Counsel; Corporate
Secretary; Chief Compliance
Officer; VP Corporate Affairs,
Government Affairs & Policy,
Worldwide Operations,
Science & Technology,
Corporate Internal Audit and
the Worldwide Chairman and
Chief Compliance Officer of
each of the company’s
business segments.

Board receives regular
reports on aspects of the
company’s risk management
from senior representatives of
the company’s independent
auditors.

Oversight of risk
management is ultimately the
responsibility of the full board.

full board also receives
specific reports on enterprise
risk management, in which
the identification and control
of risk are the primary topics
of the discussion.

Risks reviewed at the board
level without committee

Not discussed.

Is “enterprise risk
management”
discussed?
If yes, how?

None specified.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

the board level without
committee.”

See “Risks reviewed at

Management also
provides briefs to the
board on the significant
voluntary and
involuntary risks that
the company faces and
how the company is
seeking to control risk if
and when appropriate.

which to control risk
and the support of the
programs discussed
below and their risk to
company strategy.

Approach to allocation
of risk to management

No.

conclusion
followed.

Compensation
risk included in
general risk
discussion?
If yes, how?
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Finance Committee
Committee reviews
reviews and
Finance
reports to
to the
the board
board on financial
financial risk
risk
reports
management activities,
activities, such
such as
management
foreign
foreign exchange,
exchange, commodities,
commodities,

Audit C
ommittee rreviews
eview
ws and
Audit
Committee
discusses risk
riskk assessment
assessm
ment and
and risk
risk
discusses
management guidelines,
guideliness, policies
policies and
and
management
prro
ocesses by ut
ilizing the
the
h company’s
company’s
processes
utilizing
ERM approach.
approach. After
Afterr management
management
ERM
reviews key
key risks
risks with
with Audit
Audit
reviews
Committee, tthe
he ccommittee
ommittee al
locates
Committee,
allocates
responsibility to
to board
board or
or other
other
responsibility
committees dependi
ng on which
which is
is in
in
committees
depending
the best
best position
position to
to review
review
e and
the
assess both
both the
the risk
risk ex
p ures and
pos
and
assess
exposures
the
h steps
steps m
anagement has
h s taken
ha
takken to
to
the
management
monitorr and control
control those
those exposures.
exposures.
monitor

Each committee
committee oversees
oversee
e s rreputation
eputation
Each
risk issues
issues within
within their
their scope
scope of
risk
responsibility.
responsibility.

Compensation Committee
Committee reviews
reviews
Compensation
the firm’s
firm’s compensation
compensation
n practices
practices and
the
the relationship
relationship a
mong rrisk,
isk, rrisk
isk
the
among
management and compensation
compens
p
ation in
in
management
light o
he ffirm’s
irm’s obj
ectives.
light
off tthe
objectives.

Audit C
ommittee rreviews
eview
ws with
with
Audit
Committee
management the
the system
system of
of internal
internal
management
control
o s and financial
financial reporting
repor
e ting relied
relied
controls
to provide
provide rreasonable
easona
able
upon to
assurance off ccompliance
ompliance w
ith the
the
assurance
with
firm’s oper
ational risk
risk management
management
firm’s
operational
processes.
processes.

Risk
oversees
R
isk Policy
Policy Committee
Committee ov
o
ersees
senior
seniorr management
management risk-related
risk-related
responsibilities
responsibilities including
including
g reviewing
reviewing
management
management policies
policies and
and
performance
perrformance against
against the
the
e firm’s
firm’s
policies
policies and benchmarks.
benchmarks.

Risks
delegated
R
isks d
elegated to
to committees
c mmittees
co
((include
include na
me off c
om
mmittee and
and
name
committee
description of ri
sks)
description
risks)

Board also
also reviews
review
ws strategies
strategies
Board
rel
elatted
d tto
o competition,
competition,
related
including ffrom
rom private
private label
label
including
customerr cconcentration.
oncentration.
and customer

Board reviews
reviews food
food safety
safety
Board
policies, procedures
procedures and
policies,
programs, iincluding
ncluding those
those
programs,
rel
e ated to
to supply
supply chain.
chain.
related

Board responsible
responsible for
for
Board
overseeing the
the overall
ovverall risk
risk
overseeing
assessment and
assessment
management processes.
processes.
management

Board exercises
exercises oversight
oversight of
of
Board
risk m
anagement principally
principally
risk
management
through the
the Risk
Risk Policy
Policy
through
Committee and the
the Audit
Audit
Committee
Committee. H
owev
e er, tthe
he
Committee.
However,
board reviews
reviews selected
sel
e ected risk
risk
board
topics directly
directly as
as
topics
circumstances warrant.
war
a rant.
circumstances

Risks reviewed
reviewed at
at the
the board
board
Risks
level w
ithout co
c
mmittee
level
without
committee

ERM approach
approach designed
designed
ERM
in par
o en
sure tthat
h tthe
hat
he
in
partt tto
ensure
board and relevant
relevant
board
committees rreceive
eceive
committees
advice about and
advice
understand the
the
understand
company’s risk
risk
company’s
management process,
process,
management
the participants
participants in
in tthe
he
the
prro
ocess and tthe
he
process
information gat
herred
information
gathered
through the
the approach.
approa
ach.
through

Yes. See
See “Risks
“Risks
Yes.
delegated to
to committees
committees
delegated
Audit C
ommittee
e.”
– Audit
Committee.”

Not di
scussed.
Not
discussed.

nterprise risk
risk
Is “e
“enterprise
managementt”
management”
discussed?
discussed?
s, how?
how?
If ye
yes,

None specified.
specified.
None

Risk M
anagement is
is
Risk
Management
ressponsible for
for
responsible
providing an
providing
ind
dependent firmwide
firmwide
independent
fun
nction off risk
risk
function
manage
a
ment and
management
cont
o rol
o s and iiss headed
controls
the firm’s
firm’s CRO.
CRO.
byy the
Reports to
to the
the
Reports
CEO and tthe
he
CEO
board, primarily
primarily
board,
through the
the Risk
Risk
through
Policy C
ommittee.
Policy
Committee.

A
n
nnual
ly, management
management
Annually,
ide
entifies key
key risks
risks
identifies
inccluding sstrategic,
trategic,
including
financ
n
ial, operational,
operational,
financial,
leg
gal and regulatory
regulatory
legal
risks. M
anagement
risks.
Management
revviews these
these risks
risks with
with
reviews
the
e Audit
Audit Committee.
Committee.
the

Le
egal and Compliance
Compliance
Legal
ha
as oversight
oversight for
forr legal
legal
has
an
nd fiduciary
fiduciary risk.
risk.
and

The
h Chief
Chief Investment
Investment
The
Offfice and Corporate
Corporate
Office
Treasury ar
e
Treasury
are
ressponsible for
for
responsible
managi
a
ng the
the firm’s
firm’s
managing
liqui
q dity, iinterest
nterest rrate
ate
liquidity,
an
nd foreign
foreign exchange
exchange
and
risk.
risk.

Eac
a h line
line of
of business
business is
is
Each
ressponsible for
for
responsible
managi
a
ng its
its own
own risks,
risks,
managing
with its
its own
own risk
risk
with
committee and a chief
chief
committee
risk officer.
officer.
risk

Approach to
to a
llocation
Approach
allocation
sk tto
om
anagement
off ri
risk
management

Yes. The
The CRO
Yes.
Risk
heads Risk
Management and
Management
is a member
memberr of tthe
he
is
firm’s Operating
Operrat
a ing
firm’s
Committee.
Committee.

Is tthere
here a Chief
Chief
Is
Risk Officer?
Officer?
Risk
If yes,
yes, to
to wh
om
If
whom
does he or
or s
he
does
she
reporrt?
report?

Yes. See
See “Risks
“Risks
Yes.
delegated
d to
to
delegated
committee
es –
committees
Human
Human
Resources and
Resources
Compensation
Compensation
Committee.”
Committee.”

Yes. See
See “Risks
“Risks
Yes.
delegated
d to
to
delegated
committee
e–
committee
Compensation
Compensation
Committee.”
Committee.”

Compens
n ation
Compensation
risk included
include
u d iin
n
risk
general risk
risk
general
discussion?
discussion?
If yes,
yes, how?
how?
If
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Corporate Responsibility Committee
reviews risks to the business that
may be entailed by trends in
corporate social responsibility.
Finance Committee reviews various

Governance Committee monitors
potential risks to the effectiveness of
the board, notably director
succession and board composition
and the principal policies that guide
the company’s governance.

Compensation Committee considers
level of risk implied by compensation
programs, including incentive
compensation programs in which
CEO and other employees
participate.

Audit Committee considers audit,
accounting and compliance risk and
receives reports from the head of
internal audit, the head of corporate
tax, the General Counsel, the Chief
Compliance Officer and the Chief
Information Officer. Responsible for
review of the company’s major risk
exposures (whether financial,
operational or otherwise) and the
steps management has taken to
monitor and control such exposures,
and for evaluating management’s
process to assess and manage the
company’s enterprise risk issues.

Human Resources and
Compensation Committee reviews
compensation policies and practices
for employees, including nonexecutive and executive officers, as
they relate to risk management
practices and risk-taking incentives.

interest rate exposure, insurance
programs and terms of customer
financing.

Risks delegated to committees
(include name of committee and
description of risks)

Board also regularly reviews
leadership development
initiatives and short- and
long-term succession plans
for the CEO and other senior
management positions,
including in the event of
unanticipated vacancies in
those offices.

Board conducts an annual indepth review of the business,
which includes consideration
of strategic, operational,
competitive, financial,
compliance and other risk
exposures.

Board actively engaged in
overseeing the company’s
strategic direction and
objectives, taking into
account the company’s risk
profile and exposures.

Board as a whole has
responsibility for risk
oversight, but committees
also oversee the company’s
risk profile and exposures
relating to matters within their
scope of authority and report
to the board about their
deliberations.

Risks reviewed at the board
level without committee

Yes. See “Risks
delegated to committees
– Audit Committee.”

Is “enterprise risk
management”
discussed?
If yes, how?

None specified.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

Not specified.

Approach to allocation
of risk to management

Yes. See “Risks
delegated to
committees
#OMPENSATION
Committee.”

Compensation
risk included in
general risk
discussion?
If yes, how?
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(non-financial
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No.

Formal
Risk
Committee/
Charter?
(Y / N)

Appendix 1 continued

Audit Committee oversees risk
relating to Finance, IT, Business
Integrity and Sarbanes-Oxley
reporting through its interactions with
the CFO, Controller, and Head of
Internal Audit. Audit Committee also
oversees and reviews the ERM
process to ensure it is robust and
functioning effectively.

Each committee of the board
oversees specific areas of risk
relevant to the committee through
direct interactions with the CEO,
members of the Executive Committee
and the heads of business units and
corporate functions.

financial policies implemented to
manage financial risk exposures,
such as those pertaining to the
company’s use of derivative
instruments.

Risks delegated to committees
(include name of committee and
description of risks)

Board committees may
elevate certain risks to the
board for consideration.
Material risks may also be
elevated through the CEO,
Executive Committee and
Chief Strategy Officer to the
full board.

Through the ERM process,
the full board has oversight of
the most significant risks
facing the company.

Risks reviewed at the board
level without committee

Goal of the ERM process
is to provide an ongoing
process, effected at all
levels of the company
across each business
unit and corporate

Yes. The ERM process
was established to
ensure a complete
company-wide approach
to risk over five distinct
but overlapping core
areas: (1) strategy
(macro risks which may
impact the company’s
ability to achieve longterm business
objectives); (2)
operations (risks in
operations which may
impact the company’s
ability to achieve
business objectives); (3)
compliance (risks related
to compliance with laws,
regulations and company
policies); (4) reporting
(risks to maintaining
accurate financial
statements and timely,
complete financial
disclosures) and (5)
reputation and
responsibility (risks which
may impact the
company’s reputation or
the well-being of the
company or its
employees).

Is “enterprise risk
management”
discussed?
If yes, how?

None specified.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

The CEO, members of
the Executive
Committee and the
heads of business units
and corporate functions
interact with the board
committees that
oversee specific areas
of risk.

Approach to allocation
of risk to management

No.

Compensation
risk included in
general risk
discussion?
If yes, how?
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Yes.

No.

Formal
Risk
Committee/
Charter?
(Y / N)

Appendix 1 continued

Compensation, Management
Development and Succession
Committee (“CMDS”) works with the
CRO to evaluate whether

Audit Committee retains responsibility
for oversight of certain aspects of risk
management, including review of the
major operational, franchise,
reputational, legal and compliance
risk exposures of the company and
the steps management has taken to
monitor and control such exposure,
as well as guidelines and policies that
govern the process for risk
assessment and risk management.

Risk Committee (comprising solely
nonmanagement directors) assists
the board in oversight of (1) the
company’s risk governance structure,
(2) the company’s risk management
and risk assessment guidelines and
policies regarding market, credit and
liquidity and funding risk, (3) the
company’s risk tolerance, including
risk tolerance levels and capital
targets and limits and (4) the
performance of the CRO.

Finance Committee responsible for
policies for managing financial risk.

Audit Committee responsible for
inquiring about significant risks,
reviewing our policies for risk
assessment and risk management
and assessing the steps
management has taken to control
these risks.

Risks delegated to committees
(include name of committee and
description of risks)

The Risk Committee, Audit
Committee and the CRO
report to the board on a
regular basis.

Board has oversight for the
company’s ERM framework
and is responsible for helping
to ensure that the company’s
risks are managed in a sound
manner.

Not discussed.

Risks reviewed at the board
level without committee

Not discussed.

Not discussed.

function to identify and
assess risk, monitor risk,
and agree on mitigating
action.

Is “enterprise risk
management”
discussed?
If yes, how?

Yes. See “Risks
delegated to
committees – Risk
Committee.”

Not discussed.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

The firm Risk
Committee, a
management
committee appointed
and chaired by the
CEO that consists of
the most senior officers
of the company,
including the CRO,
Chief Legal Officer and
CFO,oversee the
company’s global risk
management structure.
Responsibilities include
oversight of the
company’s risk
management
principles, procedures
and limits and the
monitoring of capital
levels and material
market, credit, liquidity
and funding, legal,
operational, franchise
and regulatory risk
matters and other risks,
as appropriate, and the
steps management has
taken to monitor and

Not discussed.

Approach to allocation
of risk to management

Yes. See “Risks
delegated to
committees –
CMDS
Committee.”

No.

Compensation
risk included in
general risk
discussion?
If yes, how?
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No.

Formal
Risk
Committee/
Charter?
(Y / N)

Appendix 1 continued

Each of the Corporate Governance
and Science & Technology
Committees oversees risks
associated with its respective area of
responsibility.

Compensation Committee considers
the risks associated with the
company’s compensation policies
and practices, with respect to both
executive compensation and
compensation generally.

Audit Committee primarily
responsible for overseeing ERM
program. Meeting agendas include
discussions of individual risk areas
throughout year plus ERM process
annually. Also has primary
responsibility for compliance
program.

compensation arrangements
encourage unnecessary or excessive
risk-taking and whether risks arising
from the company’s compensation
arrangements are reasonably likely to
have a material adverse effect on the
company.

Risks delegated to committees
(include name of committee and
description of risks)

Board routinely informed of
developments that could
affect risk profile.

Board receives detailed
regular reports in connection
with every regular board
meeting, from heads of
principal business and
corporate functions that
include discussions of risks
and exposures in their
respective areas of
responsibility. Reports
discussed, as necessary, at
board meetings.

Board kept abreast of
committees’ risk oversight via
reports of the committee
chairman to the full board.

Board considers specific risk
topics, including risks
associated with the
company’s strategic plan,
capital structure and
development activities.

Board executes risk oversight
responsibility directly and
through its committees.

Risks reviewed at the board
level without committee

Yes. Audit Committee
has responsibility for
overseeing the
company’s ERM
program. Audit
Committee discusses the
ERM process annually.

Is “enterprise risk
management”
discussed?
If yes, how?

Reports
independently to
Audit Committee.

No. The
company’s Chief
Internal Auditor
facilitates
company’s ERM
program as part of
strategic planning
process under
executive
sponsorship of
SVP and CFO and
SVP and GC.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

Not specified.

manage such risks.

Approach to allocation
of risk to management

Yes. See “Risks
delegated to
committees –
Compensation
Committee.”

Compensation
risk included in
general risk
discussion?
If yes, how?
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Company
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Yes.

No.

Formal
Risk
Committee/
Charter?
(Y / N)

Appendix 1 continued

Investment and Capital Markets
Committee assists board in

Audit Committee oversees risks
related to integrity of financial
statements, including preparation and
presentation and oversight of the
process for establishing insurance
reserves.

Risk Committee oversees the
company’s ERM activities generally.
Receives reports from the company’s
management risk committee and the
CRO regarding the interrelationships
of risks, which enables a high degree
of coordination between management
and the board. Responsible for
oversight of risks related to business
operations including insurance
underwriting and claims, reinsurance,
catastrophe risk, credit risk in
insurance operations, information
technology and business continuity
plans.

Audit Committee charter states that
the Audit Committee’s review of risk
management includes discussion of
the following: guidelines and policies
to govern risk assessment and risk
management; the company’s major
risk exposures and the steps
company management has taken to
monitor and control such exposures;
the status of the security for the
company’s electronic data-processing
information systems, and the general
security of the company’s people,
assets and information systems; the
status of the company’s financial
instruments and the company’s
pension and insurance programs.

Audit Committee responsible for the
company’s overall risk management
process.

Risks delegated to committees
(include name of committee and
description of risks)

Each committee periodically
reports to board on its risk
oversight activities.

Board reviews at least
annually, significant risks that
management, through ERM,
has identified and then
evaluates the allocation
among various committees
for each identified risk.

Not discussed.

Risks reviewed at the board
level without committee

ERM is a company-wide
initiative that involves the
board and management
identifying, assessing
and managing risk that
could affect the
company’s ability to fulfill
business objectives or
execute corporate
strategy.

Yes. The board’s Risk
committee is primarily
responsible for the
enterprise risk
management program,
but all board committees
and a separate risk
management committee
are all involved in ERM.

Not discussed.

Is “enterprise risk
management”
discussed?
If yes, how?

Yes. The CRO
reports to Risk
Committee.

Not discussed.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

See “Is enterprise risk
management
discussed?”

A separate
management risk
committee reports to
the board’s Risk
Committee.

Not discussed.

Approach to allocation
of risk to management

Not discussed.

Compensation
risk included in
general risk
discussion?
If yes, how?
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No.

Formal
Risk
Committee/
Charter?
(Y / N)

Appendix 1 continued

Finance committee oversees
financial, capital and insurance risks.

All other committees are responsible
for oversight of risk management
practices for categories of risks
relevant to their functions.

Audit Committee assists board in
oversight of company’s policies and
practices to assess and manage
exposure to risk. Audit Committee
reviews company’s major financial
risk exposures and a number of
operational, compliance, reputational
and strategic risks, including steps to
monitor and manage those risks. Also
discusses company’s overall risk
policies and practices for ERM,
including the delegation of oversight
for additional areas of risk to other
board committees.

Each committee is responsible for
monitoring reputational risk to the
extent arising out of allocated subject
matter.

Nominating & Corporate Governance
Committee oversees risks related to
corporate governance matters,
succession planning, director
independence and related-person
transactions.

Compensation Committee oversees
risks related to compensation
programs including formulation,
administration and regulatory
compliance.

exercising oversight of company’s
management of investment portfolio
(including credit risk monitoring)
capital structure, financing
arrangements and liquidity.

Risks delegated to committees
(include name of committee and
description of risks)

Board as a group reviews risk
management practices and a
number of significant risks in
the course of its review of
corporate strategy, business
plans, reports of board
committee meetings and
other presentations.

Risks reviewed at the board
level without committee

Under the company’s
policies, the presidents of
each major business unit
are responsible for
identifying risks that
could affect achievement
of business goals and
strategies, for assessing
the likelihood and
potential impact of
significant risks, for
prioritizing risks and
actions to be taken in
response and for

Yes. The company has
adopted enterprise risk
management policies
based on the Integrated
Framework of the
Committee of Sponsoring
Organizations (“COSO”).

Is “enterprise risk
management”
discussed?
If yes, how?

See “Is ‘enterprise
risk management’
discussed?”

No. Per the
company’s ERM
policy, the
relevant
presidents of
major business
units report to
relevant
committees and
board.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

See “Is ‘enterprise risk
management’
discussed?”

Approach to allocation
of risk to management

See “Risks
delegated to
committees –
Compensation
Committee.”

Compensation
risk included in
general risk
discussion?
If yes, how?
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Formal
Risk
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(Y / N)

Appendix 1 continued

Human Resources Committee
considers the impact of the
company’s executive compensation
program and the incentives created
by the compensation awards that it
administers, on the company’s risk
profile.

Audit Committee reviews risk
management and controls, including
identifying and monitoring highpriority risks and developing effective
mitigation strategies which
management incorporates into its
strategic decision making. Oversees
operation of the company’s ERM
program. Meets privately with
representatives from the company’s
independent registered public
accounting firm, the SVP – Internal
Audit and the GC. Provides reports
to the board.

Each committee oversees
management of risks that fall within
its area of responsibility.

Compensation Committee oversees
compensation policies and practices
as they relate to risk management.

Public issues review committee
oversees risk management policies
and practices with regard to social
responsibility, reputation, safety and
the environment.

Risks delegated to committees
(include name of committee and
description of risks)

In connection with its reviews
of the operations of the
company’s business units
and corporate functions,
board addresses the primary
risks associated with those
units and functions.

Board oversees management
of risks inherent in operation
of company’s business and
implementation of its strategic
plan. Board performs this
oversight role by using
several different levels of
review.

Risks reviewed at the board
level without committee

Audit Committee
oversees ERM program,
including the
identification of the
primary risks to the
company’s business and
interim updates of those
risks, and periodically
monitors and evaluates
the primary risks
associated with particular
business units and
functions.

Yes. Verizon has a
robust ERM program.

The CEO, CFO and GC
periodically report on the
company’s risk
management policies
and practices to relevant
board committees and to
the full board.

regularly reporting to the
CEO on actions to
monitor and manage
significant risks in order
to remain within the
company’s range of risk
tolerance.

Is “enterprise risk
management”
discussed?
If yes, how?

Reports directly to
Audit Committee.

No. The SVPInternal Auditing
assists company
in identifying,
evaluating and
implementing risk
management
controls and
methodologies to
address identified
risks.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

Not specified.

Approach to allocation
of risk to management

Yes. The
company reviews
its compensation
policies and
procedures,
including the
incentives that
they create and
factors that may
reduce the
likelihood of
excessive risk
taking, to
determine
whether they
present a
significant risk to
the company.
Based on this
review, the
company
concluded that its
compensation
policies and
procedures are
not reasonably
likely to have a
material adverse
effect on the
company.

Compensation
risk included in
general risk
discussion?
If yes, how?
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Appendix 1 continued

Not discussed.

Other board committees receive risk
management updates on matters in
which they are responsible for
oversight.

Audit Committee reviews and
discusses with management the
company’s processes and policies
with respect to risk assessment and
risk management, including
company’s ERM program.

Risks delegated to committees
(include name of committee and
description of risks)

Not discussed.

Board receives information
from management on a
variety of matters, including
operations, legal, regulatory,
finance, reputation and
strategy and any material
risks involved in each matter.
If a board committee (rather
than the full board) receives
an update from management
on a particular matter, the
chairperson of the relevant
committee reports on the
discussion to the full board
during the board committee
reports portion of the next
board meeting. This enables
the board and board
committees to coordinate the
risk oversight role.

Risks reviewed at the board
level without committee

Not discussed.

Yes. See “Risks
delegated to committees
– Audit Committee.”

Is “enterprise risk
management”
discussed?
If yes, how?

Not discussed.

None specified.

Is there a Chief
Risk Officer?
If yes, to whom
does he or she
report?

Not discussed.

Members of
management review
and discuss risk
management with
board and provide
board (or relevant
board committee) with
updates on company’s
risk management
practices.

Approach to allocation
of risk to management

Not discussed.

No.

See “Risks
delegated to
committees –
Human
Resources
Committee.”

Compensation
risk included in
general risk
discussion?
If yes, how?
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