New Figures Confirm That Dodd-Frank
Whistleblower Tips Are Pouring Into The SEC
June 6, 2012
A senior official of the Securities and Exchange Commission (“SEC”) has confirmed what many
observers expected to occur in the wake of the Dodd-Frank Act: the potentially enormous
financial rewards offered to whistleblowers in return for information about suspected
wrongdoing are generating a deluge of tips to the SEC. According to a recent report, the chief
of the SEC’s Office of Market Intelligence revealed in an interview with Law360 that the SEC has
been receiving an average of seven whistleblower tips per day -- with roughly two to three
worthy of investigation -- since the Dodd-Frank whistleblower program began.
The Dodd-Frank whistleblower program authorizes the SEC and Commodity Futures Trading
Commission (“CFTC”) to pay cash rewards for original information that leads to a judicial or
administrative action resulting in a recovery exceeding $1 million. Under Dodd-Frank, the
whistleblower reward can range from ten to 30 percent of the penalty recovered in a judicial or
administrative action resulting in penalties exceeding $1 million. A key condition is that the tip
is “derived from the independent knowledge or analysis of the whistleblower” and was not
previously known to the government. The SEC and CFTC have discretion to decide the exact
amount of the award based on a number of factors including the “significance” of the
information and the level of assistance provided by the whistleblower. Because the
“significance” of the information in part drives the amount of a reward, the act incentivizes
individuals to disclose the most serious conduct about which they have information. DoddFrank enables whistleblowers to report misconduct under the cloak of anonymity by reporting
tips through legal counsel and not disclosing their identities unless and until it has been
confirmed that they will receive an award.
While not surprising given the financial incentive and protections from retaliation offered to
whistleblowers under the Dodd-Frank Act, these latest Dodd-Frank whistleblower figures are
another sign that a new era of heightened corporate whistleblowing has arrived. While it is too
soon to know, this wave of tips could lead to an increase in resources at the SEC assigned to
evaluate and investigate this incoming information. These figures are also a reminder that
corporate legal and compliance departments should consider measures to further encourage
employees to report suspected misconduct through internal compliance channels as well as
promptly investigate all tips reported internally. That way, companies can maximize the
opportunity to remediate and consider self-reporting any potential wrongdoing before a DoddFrank whistleblower contacts the government.
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This memorandum is for general information purposes and should not be regarded as legal advice. Please
contact your relationship partner if we can be of assistance regarding these important developments. The
names and office locations of all of our partners, as well as our recent memoranda, can be obtained from
our website, www.simpsonthacher.com.
The contents of this publication are for informational purposes only. Neither this publication nor the lawyers who authored it are
rendering legal or other professional advice or opinions on specific facts or matters, nor does the distribution of this publication to
any person constitute the establishment of an attorney-client relationship. Simpson Thacher & Bartlett LLP assumes no liability in
connection with the use of this publication.

Page 2

Memorandum – June 6, 2012

UNITED STATES
New York
425 Lexington Avenue
New York, NY 10017
+1-212-455-2000

Houston
2 Houston Center
909 Fannin Street
Houston, TX 77010
+1-713-821-5650

Los Angeles
1999 Avenue of the Stars
Los Angeles, CA 90067
+1-310-407-7500

Palo Alto
2550 Hanover Street
Palo Alto, CA 94304
+1-650-251-5000

ASIA
Beijing
3919 China World Tower
1 Jian Guo Men Wai Avenue
Beijing 100004
China
+86-10-5965-2999

Hong Kong
ICBC Tower
3 Garden Road, Central
Hong Kong
+852-2514-7600

Tokyo
Ark Mori Building
12-32, Akasaka 1-Chome
Minato-Ku, Tokyo 107-6037
Japan
+81-3-5562-6200

SOUTH AMERICA

Washington, D.C.

São Paulo

1155 F Street, N.W.
Washington, D.C. 20004
+1-202-636-5500

Av. Presidente Juscelino Kubitschek, 1455
São Paulo, SP 04543-011
Brazil
+55-11-3546-1000

EUROPE
London
CityPoint
One Ropemaker Street
London EC2Y 9HU
England
+44-(0)20-7275-6500

www.simpsonthacher.com

