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no data ) the global coalition against corruption

"Countering bribery in international business*”
Department of Enterprise, Trade and Employment, 23 June 2009




The Apostle of Allah (peace be upon him)
cursed the one who bribes as well as one who
takes bribe.

Sunan Abu-Dawud: Book 24, Number 3573



CULTURAL DETERMINISM'" OR INFORMATION AND INCENTIVES...

A ‘Live' Test: You are approaching your car in the empty and unattended
garage late at night

You see an envelope on the floor, and you pick it up
It contains 20 bills of €100 each

If no possibility that anyone would know: No cameras, no monitoring, no
reporting

What would you do with such envelope full of cash?



If no possibility that anyone would know:
You are alone, there is no monitoring, cameras,
or possibility of reporting

33% Report 50% Undecided




If 30% probability that information is shared
(e.g. 30% that camera recording info which
may be reviewed)

22 % Undecided

74% Report




“Corruption: The abuse of entrusted power for private gain.”



"Bribery: An offer or receipt of any gift, loan, fee, reward or other
advantage to or from any person as an inducement to do something
which is dishonest, illegal or a breach of trust, in the conduct of the
enterprise's business."



Euphemisms ...

“Chai", “Something for the weekend"”, “A Smile",
“Baksheesh”, “Cigarette Money",



Bribe comes from a 13th century word - is to pass morcels of
bread



“Facilitation Payments” v Extortion



"The solicitation of bribes is the act of asking or enticing another to
commit bribery. It becomes extortion when this demand is

accompanied by threats that endanger the personal integrity or the life
of the private actors involved.", OECD Guidelines for Multinational

Enterprises
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UN strikes Russian, Italian firms
from vendor list
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MARKET NEWS By Evelyn Leopold

v Global stocks skid on growth
prospects

v il falls nearly 4 percent on
economic outlook, dollar

v &P turns negative for year in
broad sell-off | Video

r More Business & Investing
Mews...

UNITED MATIONS, March 16 (Reuters) -
The United Nations removed two firms
from its list of contractors and suspended
two others, including the big Russian air
shipper Volga-Dnepr, during a probe of
bribes to a former U.N. official.

The two struck from doing future business
with the United MNations were Cogim SPA,
an Italian-based firm that builds
prefabricated units, mainly for armed

Featured Broker sponsored link

€ oo

In addition to Volga-Dnepr, the world body suspended Corimec Italiana
SPA, which also produced prefabricated units and had contracts for U.N.
peacekeepers, while the United Nations continues investigating.

military, according to its Web site. The
second was the Avicos Insurance
Company of Russia, the United Nations
said on Friday.
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Iraq sues Irish firm over Saddam-era kickbacks
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By Mick webb

Sunday July 12 2008

THE government of Irag has launched a $10bn
{(€£6.3bn) anti-bribery lawsuit against a number
of international companies, including Thermo

King Ireland, a subsidiary of Ingersoll Rand.

The civil suit, which has been filed in New York
district court, alleges that kickbacks were paid
to Saddam Hussein's regime under the
programme, set up by the U N to provide Iraqgi
civilians with urgently needed humanitarian
supplies.
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Last year Ingersoll Rand agreed a $2.5m

(€1.6m) settlement with US authorities over the oil for food  Articles . European or US Comps
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March 24, 2009

Dragon O1l admits ex-staff took money for

deals

Martin Waller

Dragon Qil, the oil explorer, today published details of a damning
investigation into “improper conduct” and apparent bribery within
its marketing and contracts departments, where some staff appear
to have colluded to obtain money from contractors.

In February, the company, which mainly focuses on oil projects in
Turkmenistan, said it had appointed KPMG, the accountancy firm,
to investigate the "completely unacceptable” behaviour of some
staff, who have since been dismissed, though offered few details.

This morning Dragon moved to reassure investors that the
behaviour concerned would have "no material impact on the
group’s financial position”.

But the preliminary findings from KPMG suggested there was
“improper conduct relating to procurement activities™ within the two
departments. "Although internal controls were in place, the
individuals involved managed to override the various controls in the
procurement process through collusion.” it concluded.
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Revenues up 18 per cent at Dragon Oil

CHARLIE TAYLOR

Dublin-listed exploration company Dragon Qil said earnings rose 21 per cent last year due to higher crude
prices and increased output.

The company, which is 52 per cent owned by the government of Dubai, said net income increased by €65
million from €304 million in fiscal 2007 to €369 million at the end of December.

Revenue rose by 18 per cent over the year from €597 million to €706 million while operating profits climbed 30
per cent from €365 million to €474 million.

Production rose to 45,600 barrels a day compared to 40,000 barrels a day a year earlier. It added that it expected
annual output growth to average as much as 15 per cent by 2011.

The company said it expected to complete up to 35 development wells including eight wells this year.

Lastyear Dragon Oil increased its Group headcount by 10 per cent taking the average number of staff to 913
during 2008.

Met cash generated from operations during the year improved by approximately §111 million to $579 million.

Dragon is an oil exploration and production company whose activities are focused mainly on fields in the
Caspian Sea off the Turkmenistan coast.
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4,000 payments worth at least $1.4 billion
between 2001 and 2007



c. €1.6 billion in fines



1.6 million billable hours logged by lawyers (Debevoise &
Plimpton) and the company’s forensic accountants
(Deloitte) at a cost of over $850 million



1,750 interviews and 800 informational meetings
concerning the company's operations in 34 countries



Administration, with approval from DOJ and the SEC, of
two employee amnesty programs, which led to 100
employees coming forward with useful information



Over 100 million documents preserved and 80 million
documents stored in an electronic database at a cost to
Siemens of more than $100 million



More than $5.2 million in document translation costs



More than $150 million spent on the creation of an anti-
corruption kit for 162 distinct operating entities, including
six weeks of auditors “on the ground" at each of the fifty-
six entities determined to be a "high risk."
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Siemens AG bribery scandal grips Greece AP ssocitedpress

By Micholas Paphitiz
Aszsociated Press Writer / June 5, 2008

B Email | B Print | b vahoo! Buzz | [ ShareThis Text size [

ATHENS, Greece—Greeks pride themselves on having invented European
drama. And their mushrooming scandal over alleged bribery by Siemens AG
officials has plenty of it.

There's a South American villa allegedly bought
Discuss with illicit funds, a suspect who suffered a stroke
COMMENTS (0) under questioning, and a fugitive executive's wife
and daughter tossed in jail because they shared

bank accounts with him.

What the colorful tale doesn't offer is answers about whether politicians were
among those paid off.

Prosecutors say industrial conglomerate Siemens spent some euro57.5 million
illegally in Greece to win a contract with then-state owned telephone operators
OTE 1997-2003. Greek officials are also investigating alleged corruption in deals
between Siemens and the state involving security systems for the 2004 Athens

Olvmpics.
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“The crucial factor is not being doomed”
Podgor, 2008



Estimates show that the cost of corruption equals more than 5% of
global GDP (US $2.6 trillion), with over US $1 trillion paid in bribes
each year.



Corruption adds up to 10% to the total cost of doing business

globally, and up to 25% to the cost of procurement contracts in
developing countries.



Moving business from a country with a low level of corruption to a
country with medium or high levels of corruption is found to be
equivalent to a 20% tax on foreign business.



Increase in corruption from 9 on CPI to 3 same negative effect on

inward FDI as raising the tax rate by eighteen to fifty percentage
points. wei, 2000



Capital inflows affected by 0.5 per cent, Lambsdorff (2008)



Improvement by one standard deviation (equal to 2.38 out of 10)
leads to a 4 percentage point increase in FDI, Mmauro (1997)



Technology

Smarzynska and Wei (2000)



€4 billion

Tl Ireland



35%

Control Risks Group (2006)



45 %

PriceWaterhouseCoopers (2008)



x2 deterrent to FDI than human rights, labour

+ environmental violations
Control Risks Group, (2006)



Ability to trade

Habib and Zurawicki
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Corruption Remains a Serious Problem for Companies in Most Parts of the World and across Industries
Countries Particularly Prone to Corruption Industries Particularly Prone to Corruption

A
Public works/construction (1.3)

Arms and defence (1.9)

Oil and gas (2.7)

Real estate/property (3.5)

Telecommunications (3.7)

Power generation/transmission (3.7)

Mining (4.0)

Transportation/storage (4.3)

Pharmaceuticals/medical care (4.3)

Heavy manufacturing (4.5)

Banking/ffinance (4.7)

Civilian aerospace (4.9)

Forestry (5.1)

IT(5.1)

Fisheries (5.9)

Light manufacturing (5.9)

Agriculture (5.9)




CORRUPTION PERCEPTIONS INDEX 2008

1 Denmark 9.3
1 New Zealand 9.3
1 Sweden 9.3
4 Singapore 9.2
5 Finland X0)
5 Switzerland X0)
7 Iceland 8.9
7 Netherlands 8.9
9 Australia 8.7
9 Canada 8.7
11 Luxembourg 8.3
12 Austria 8.1
12 Hong Kong 8.1
14 Germany 7.9
14 Norway 7.9
16 Ireland 7.7
16 United Kingdom 7.7
18 Belgium 7.3
18 Japan 7.3

18 USA 7.3



CPI 2008 contd.

Burundi

Congo, Republic
Gambia
Guinea-Bissau
Sierra Leone
Venezuela
Cambodia
Kyrgyzstan
Turkmenistan
Uzbekistan
Zimbabwe
Congo, Democratic Republic
Equatorial Guinea
Chad

Guinea

Sudan
Afghanistan
Haiti

Iraq

Myanmar
Somalia

1.9
1.9
1.9
1.9
1.9
1.9
1.8
1.8
1.8
1.8
1.8
1.7
1.7
1.6
1.6
1.6
1.5
1.4
1.3
1.3
1.0



FCPA

Origins, 1977 — Republican Committee to Re-elect the President ran
slush funds to pay the Watergate burglars in Mexico and Miami.
Senate hearings also found that 400 US companies were running
similar funds to pay off officials to secure contracts overseas.



Unlawful for a U.S. person, and certain foreign issuers of securities, to
make a corrupt payment to a foreign official for the purpose of
obtaining or retaining business for or with, or directing business to,
any person. Since 1998, they also apply to foreign firms and persons
who take any act in furtherance of such a corrupt payment while in
the United States.



Any individual, firm, officer, director, employee, or agent of a firm and
any stockholder acting on behalf of a firm. Individuals and firms may
also be penalized if they order, authorize, or assist someone else to

violate the anti-bribery provisions or if they conspire to violate those
provisions.



The FCPA also requires companies whose securities are listed in the
United States to meet its accounting provisions. See 15 U.S.C. § 78m.
These accounting provisions, which were designed to operate in
tandem with the anti-bribery provisions of the FCPA, require
corporations covered by the provisions to make and keep books and
records that accurately and fairly reflect the transactions of the
corporation and to devise and maintain an adequate system of internal
accounting controls.



“Facilitating Payments” and Affirmative Defence



Corporations and other business entities are subject to a fine of up to
$2,000,000

Officers, directors, stockholders, employees, and agents are subject to
a fine of up to $100,000 and imprisonment for up to five years.

Alternative Fines Act - fines may be actually quite higher -- the actual
fine may be up to twice the benefit that the defendant sought to
obtain by making the corrupt payment.

Fines imposed on individuals may not be paid by their employer or
principal.



The Attorney General or the SEC, as appropriate, may bring a civil
action for a fine of up to $10,000 against any firm as well as any
officer, director, employee, or agent of a firm, or stockholder acting on
behalf of the firm, who violates the anti-bribery provisions.

In addition, in an SEC enforcement action, the court may impose an
additional fine not to exceed the greater of (i) the gross amount of the
pecuniary gain to the defendant as a result of the violation, or (ii) a
specified dollar limitation. The specified dollar limitations are based on
the egregiousness of the violation, ranging from $5,000 to $100,000
for a natural person and $50,000 to $500,000 for any other person



OECD

1997



The Act of 1906 is hereby amended by the substitution of the following section for section 1:

“1.—(1) An agent or any other person who—
(a) corruptly accepts or obtains, or

() corruptly agrees to accept or attempts to obtain, for himself or herself, or for any other person, any
gift, consideration or advantage as an inducement to, or reward for, or otherwise on account of, the
agent doing any act or making any omission in relation to his or her office or position or his or her
principal's affairs or business shall be guilty of an offence.

(2) A person who—
(a) corruptly gives or agrees to give, or

(b) corruptly offers, any gift or consideration to an agent or any other person, whether for the benefit of
that agent, person or another person, as an inducement to, or reward for, or otherwise on account
of, the agent doing any act or making any omission in relation to his or her office or position or his or
her principal's affairs or business shall be guilty of an offence.

(3) A person who knowingly gives to any agent, or an agent who knowingly uses with intent to deceive
his or her principal, any receipt, account or other document in respect of which the principal is
interested, and which contains any statement which is false or erroneous or defective in any material

particular, and which to his or her knowledge is intended to mislead the principal shall be guilty of an
offence.



7.—(1) Subject to subsection (2) of this section, where a person does
outside the State an act that, if done in the State, would constitute an
offence under section 1 (inserted by section 2 of this Act) of the Act of
1906, he or she shall be guilty of an offence and he or she shall be
liable on conviction to the penalty to which he or she would have
been liable if he or she had done the act in the State.

(2) Subsection (1) shall apply only where the person concerned is a
person referred to in subsection (5) (b) of the said section 1.



Prevention of Corruption Amendment Bill 2008

Definition of ‘Agent’ expanded as is nationality and extraterritoriality
jurisdiction



A person guilty of an offence under subsection (3) or (7) shall be
liable—

(a) on summary conviction, to a fine not exceeding €5,000 or
imprisonment for a term not exceeding 12 months or both, or

(b) on conviction on indictment, to a fine not exceeding €250,000 or
imprisonment for a term not exceeding 3 years or both.



Criminal Prosecutions

Civil Prosecutions (incl. RICO - Racketeer Influenced and Corrupt
Organizations Act suits)

Exposure to extortion and solicitation — Small companies prone

Fines

Debarment — World Bank, EU Procurement Directive 2004

Disqualification — ODCE action for false accounting, company law breaches
Leaks, Activist naming and shaming — Wikileaks, Corpwatch, Global Witness



Transparency and trustworthiness as important to reputation as value for money and
strong financial future
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Cases



International Chamber of Commerce Rules of Conduct
Transparency International

OECD Guidelines for Multinational Enterprises

The UN Convention Against Corruption

The UN Global Compact

FTSE4Good

Anti-Corruption Research, Education and Training
RESIST, BPCB, Integrity Pacts, PACI, ALACs



Industry Initiatives — Collective Action



-~

oBAL ¢, "
& 4,

‘;@}‘; United Nations Global Compact

gr’.)" W % Frangais Py

©isearchiwebsite @ Se;

What is the Global Compact? AT T :
HUMAN RIGI
The United Nations Global Compact is a strategic policy initiative for businesses that are LABOUR
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committed to aligning their operations and strategies with ten universally accepted principles ENVIRONME
in the areas of human rights, labour, environment and anti-corruption.
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Learn More »

Latest News Highlights

17/06/2008 Notable Reporters Outperform Key Stock Index
GLOBAL COMPACT

17/06/2008  U.S. Network Issues Report: CSR and Public Policy ANNUAL REVIEW 200
12/06/2009 World Day Against Child Labour
10/06/2008  Global Compact Local Networks Conclude Istanbul Forum SIGN ON AGAINST C¢
09/06/2009 Network Report Details How Global Compact Advanced on the Ground in Over 80 Countries
09/06/2008 Human Rights Seclutions Forum Tackles Business Dilemma’s UN-BUSINESS FOCAI

9/06/2009 1 RIghts 50 MCS S = APRIL 2009

08/06/2008 Business, Investors, NGOs Tackle Responsible Investment in Conflict-Affected Countries

03/06/2009 UN Delegates Briefed on Responsible Investment and Corporate Citizenship in Wake of Financial Crisis

28105/2009 Australia Launches Local Network
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UN Global Compact 10t Principle — the fight against corruption

e Internal: As a first and basic step, introduce anti-corruption policies
and programs within their organizations and their business operations;

e External: Report on the work against corruption in the annual
Communication on Progress; and share experiences and best practices
through the submission of examples and case stories;

e Collective: Join forces with industry peers and with other stakeholders



UN Global Compact 10t Principle

e Strong statement of continued support for the Global Compact

e C(lear and detailed description of practical actions taken in
implementing the Global Compact principles and/or in undertaking
partnership projects in support of broader UN goals

e Measurement of outcomes that allows for checking progress

e Reporting process ensures reliability, clarity and timeliness of
information and includes stakeholder dialogue.
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High Risk Companies — ALL three filters must apply to each company before they are designated ‘High Risk’
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Criteria for High Risk Companies
(NB: Further company guidance on these criteria will be available from FTSE Group on request)

Criteria
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International Chamber of Commerce
The world business organization

Commission on Anti-Corruption

Combating Extortion and Bribery:
ICC Rules of Conduct and
Recommendations

2005 edition
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EITI Criteria

Implementation of EITI must be consistent with the criteria below:

Regular publication of all material oil, gas and mining payments by companies to governments
(“payments”) and all material revenues received by governments from oil, gas and mining
companies (“revenues”) to a wide audience in a publicly accessible, comprehensive and
comprehensible manner.

Where such audits do not already exist, payments and revenues are the subject of a credible,
independent audit, applying international auditing standards.

Payments and revenues are reconciled by a credible, independent administrator, applying
international auditing standards and with publication of the administrator's opinion regarding that
reconciliation including discrepancies, should any be identified.

This approach is extended to all companies including state-owned enterprises.

Civil society is actively engaged as a participant in the design, monitoring and evaluation of this
process and contributes towards public debate.
A public, financially sustainable work plan for all the above is developed by the host government,

with assistance from the international financial institutions where required, including measurable
targets, a timetable for implementation, and an assessment of potential capacity constraints.
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COMPLIAMT COUNTRIES

Azerbaijan

CANDIDATE COUNTRIES
Albania

Burkina Faso

Cameroon

Central African Republic
Cate d'lvoire

Democratic Republic of Congo
Equatorial Guinea

Gabon

Ghana

Guinea

Kazakhstan

Kyrgyz Republic

Liberia

Madagascar

Mali

OTHER COUNTRIES

Afghanistan
Indonesia

Mauritania

Maongolia
Mozambigue

Miger

Migeria

Morway

Peru

Republic ofthe Congo
S50 Tomé e Principe
Sierra Leone
Tanzania
Timor-Leste

Yemen

Zambia
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PACI: Signature and then what? s

COMMITTED TO
IMPROVING THE STATE
OF THE WORLD

Commitment/ Signature to f§ Stage 1 Stage 2 Stage 3
PACI support statement (mandatory) (invited) (optional)

INTERNAL: = |INTERNAL: = EXTERNAL:
Implementation — Developing internal Self-monitoring/ External verification/
programme and putting it in place self-evaluation Third-party certification

{companies that don't yet have a progremme} verification by 3ed party

E Develop a programme Unpublished/unofficial review/

Dnly accessible by CEO/company board
Restricted external audience, i.e. clients

Benchmark the existing systems Published/official review/
against the PACI Principles vesificaion by 3t perty
{companias that akready have a programme)

Question: Question: Question:

Is a programme in place? Is the programme working? Do others believe me?

Tools: Tools: Tools:

» “Sharing experience” sessions * PACI version of TISelf-  « External assurance mechanism

* PACI Guidance document Evaluation Module (SEM) {under development with Ti, Deloitie, EXY, KOMS & Pw)
* T| 6-step implementation plan funder development)

Signatory companies are encouraged to submit an update on progress within 2 years of signature/Jan 2008,
By end 2007 PACI will publish signatory company status with respect to stages reached,
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Business Principles for Countering Bribery

The enterprise shall prohibit bribery in any form whether direct or
indirect

The enterprise shall commit to implementation of a programme to
counter bribery



Consultative Process over two years

European Bank for Reconstruction and Developent, Trade Union
Advisory Committee of the OECD, International Chamber of
C|ommerce, PriceWaterhouseCoopers, Shell International and General
Electric.

Field test and over 25 workshops

Finally released in December 2002



Contractors and Suppliers
Procurement Processes
Joint ventures
Subsidiaries

Agents



Absolute prohibition on bribery — a no tolerance policy on bribery, all
forms of bribery, including “facilitation payments” whether paid or
received

Focus on implementing a detailed Programme (full disclosure, no off
the books accounting, due diligence, training, communications)

They cover business relationships, gifts, political donations, charitable
donations, facilitation payments and specific forms of bribes

The guidelines need to be owned by everyone in the organisation and
other stakeholders

Key staff responsible for implementation (usually CEO)

Adequately resourced



The UN Global Compact suggests to participants to consider the following three elements
when fighting corruption and implementing the 10th principle.

Practical Steps

Internal External Collective

Internal

As a first and External
hasic step,

introduce
anti-corruption
policies and
programmes
within their
organisations
and their
business
operations;

Collective
Report on the

work against Join forces with
corruption in industry peers

the annual and with other
Communication stakeholders

on Progress,
and share
experiences and
best practices
through the
submission of
examples and
case stories;




Transparency International Six-Step Implementation Process

Step

Primary
Responsibliity

Decide to
adopt ano
bribes policy

Owmer of company
Board

CEO

Obtain commitmeant
to no-bribes policy
*from the top”

Decide to imple-
ment an anti-bribery
programme

Appoint senior
manager/cross-
functional project
team

Plan
implementation

Appointed senior
manager
Project team

Define specific
company risks/review
current practices

Review all legal
requirements

Decide extent of any
public disclosure

Develop and write
anti-bribery
programme

Test'get commit-
ment from senior
management’selected
employees

Develop
anti-bribery
programme

Appointed senior
manager
Heads of department

Integrate no-bribes
policy into organisa-
tional structure and
assign responsibilities

Review ability of ser-
vice functions to sup-
port new programime

Develop detailed
implementation plan to
include:

* adapt HR policies

* communications

* fraining programmes

Set up complaints
function

Prepare for incidents

Three to six
months

Implement
programme

Appointed senior
manager

Line managers

Support functions

Business partners

Communicate anti-
bribery programme
- internal/external

Run training courses for
employees and busi-
ness partners

Ensure capabilities are
in place of specialist
functions up to speed:
internal audit, finance,
legal department

Deal with incidents

Review role of project
team

Monitor

Ethics/compliance
officer
Internal and
external
auditors

Regular reviews of
the system

Capture knowledge
from incidents

lse extermal assur-
ance providers

Review use of com-
plaints channels

Evaluate the
performance

Owner of company
Board

CED

Audit committes

Receive feadback
from monitaring

Evaluate
effectiveness
of programme

Develop
improvements
to programme

Report to
management

Board review and
sign-off on
programime

Publish programme
process and results
(optional)




Transparency International Self Evaluation Tool



RESIST

Resisting Extortion and Solicitation in
International Transactions

A company tool for employes traning

Jointly deweloped by

) TRANSPARENCY
INTERNATIONAL

United Natlons Global Compact

b

WORLD
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NAVIGATION Bk
= About this Portal
REGERINGSKAMNSLIET

» About Corruption Mintstry for Foreign Affairs

= Anti-Corruption
Initiatives

Integrity System

Due Diligence Tools

Budenlandse Zaken

Country Profiles

Information Networks
= Training F

Links

Mews Archive
Welcome to the Business Anti-Corruption Portal for small and medium sized companies operating

Disclzimer in emerging markets and developing countries - use the menu on the laft to navigate the Portal

maintaining the Portal for the ministries and agencies whose logos are featured above. The
content in the Portal is based on publicly available information. Global Advice Network will strive to
ensure that all content available on this website is accurate. We depend on feedback frem our
users. If you identify inaccuracies or information which could be of value to the Portal, please
inform ws.

Use the menu left or the map below to navigated directly to a Country Profile.

-:4'..-‘:"‘:'_‘-‘* N '%‘.
P
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Search the portal _

NEWS

10 Country Profile
Updates Published
(5 June 2009 Global
Advice Metwork is
pleasad to inform you
that 10 Country Profile
updates were publishead
in May 2009, The
Country Profilas
updated wers of
Argentina, Bhutan,
Cambodia, China,...

Ef Read more

Publication de mises a
jour de 10 pays

{5 juin 2009) Global
Advice Network 2 le
plaisir de vous informer
de la publication en
juin 2009 des mises 3
jour de 10 profils de
pays. Les 10 profils de
pays mis a jour sont
les...

Bt Read more

Actualizacion de 10
perfiles de paises
(5 de junio, 2009)
Global Advice Network
tiene al placer de
anunciar gque
actuzlizaciones de 10
perfiles de paises han
side publicado an junio
2009, Los 4 paises que
se han actualizado
son: Argentina,...

Ef Read more




