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Overview

Launched in January 2015, the OECD Trust and Business
(TNB) Project aims to help companies bridge the gap between
OECD standards and recommendations for business integrity and
their implementation.
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The headquarters of Volkswagen’s
operations in France were searched on
Friday, in the latest sign that the diesel
emissions rigging scandal at the German
carmaker showed little sign of abating.

Police raided the company’s offices in
Villers-Cotterets, in the Picardy region of
rpmm northern France, as well as offices in Roissy, a northern Parisian suburb.
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The company confirmed on Sunday that the raid had
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Winterkorn, who had already stepped down as chief

executive, resigned from his post as chairman of
Porsche, the company’s biggest shareholder
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Implementation gap: Management
involvement in foreign bribery cases

’ 41% Management

22% Non-management
12% President/CEO
16% Unknown

® 9% Third-party agent
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Source: OECD Foreign Bribery report (2014)




Implementation gap: Sanctions

USD M 35 000
= Securities
® Fraud - USD M 30 000
m Sanctions (Int'l)
- USD M 25 000
= Competition
® Manslaughter - USD M 20 000
mTax
. - USD M 15 000
= Money laundering
® Money laundering, sanctions . USD M 10 000
m Health care fraud
= General crime, environmental crime - USD M 5000
m Bribery & anti-corruption
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Source: Global Investigations Review Enforcement Scorecard Database
(http://globalinvestigationsreview.com/enforcement-scorecard)



Implementation gap: Lost Trust
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Source: World Gallup Poll (2006-2013)




/ / Methodology

Work was conducted between January and April 2015.

OECD Survey on Business Integrity and Corporate Governance: 88
responses (69 company reps; 19 external advisors). Separate survey
questions for each category of respondents.

40 in-depth interviews with private sector representatives, based
on a standard set of interview questions.

Broad literature review.
Discussions and public consultation in the context of the TNB

Project Consultation at OECD Integrity Forum (March 2015) and with
all relevant OECD communities.




Creation of business integrity function

On a voluntary basis
Following a decision by the board
Following legislative or regulatory changes

Following a change in corporate management

Following an enforcement action for serious
corporate misconduct

To comply with requirements imposed or
requested by a business partner or customer

Following public/media campaigns or allegations

Following divestment from investors over
misconduct allegations

42,0%

23,2%

11,6%

8,7%

7,2%
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% of Respondents who selected
— one or more options from this question
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Source: TNB Survey, 2015 (69 respondents)




Budget of business integrity function

100% 1 I Estimated % increase in business
90% - integrity budget over the last five years
80% - 13%

70% - 30%
60% -
(o)
0% 16%
40% -
30% - 4%
20% -
10% - 14%
(o)
0% - | | s 18%
Unknown  1-5 years ago 6-10 years ago More than 10
years ago 0
= Unknown = USD 0 - 99 000 m0 m<0-4%
m5-9% m10-24%
= USD 100 000 - 1 million ® USD 1 million - 10 million m 25-49% = More than 50%
® USD 10 million - 99 million = USD 100 million - 200 million | don't know
Business integrity budget by age of Source: TNB Survey, 2015 (56 respondents)

business integrity policy




Scope of business integrity policy

m Separated by level of business (e.g.
government relations, supplier relations,
customer level (KYC))

m Separated by line of business (e.g. sales,
distribution)

m Separated by region (e.g. Europe, MENA,
Latin America)

m Separated by risk category (e.g. bribery, anti-
trust, sanctions)

® [t is integrated across business and regional
operations

Source: TNB Survey, 2015 (56 respondents)



Organisation of the integrity function

Independent business integrity department within
the company

In-House Legal Department

Internal Audit Department

Internal Human Resources Department

Internal Controls Department

External Professional Service Provider or
Consultant

Other

Separate Legal Entity or Special Purpose Vehicle

% of Respondents who selected one or more options from this question

Source: TNB Survey, 2015 (47 respondents)
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Involvement of the business integrity
function

Approval phase

I

Implementation phase 33,3%
Presentation and review phase 33,3%

Authoring phase 30,4%
Research phase

Communication phase

The business integrity department(s) is not
. . 8,7%
consulted during project development F

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

% of respondents

Source: TNB Survey 2015 (69 respondents)



Mandate of the business integrity
function

2,1%

® The business integrity function(s) has veto
power in relation to certain decisions

® The business integrity function(s) makes
recommendations

= The business integrity function(s) is integrated
across corporate operations (e.qg.
administrative, commercial, financial)

® The business integrity function(s) does not
play any role in the company's decision-
making process

= Don’t know

Source: TNB Survey 2015 (48 respondents)



Board decisions taken in light of
business integrity risks

Internal remedial/disciplinary action F2R:LZ 68,4% 57 resp.

Substantially revise a business

) 23,6% 6% :
project = 63,6% SO TEP o don't know
| mNo
: . : : o Ves
Sever relationships with business 24 6% 63 2% 57 resp.
partner mN/A
Cease operations in a jurisdiction Bz 38,6% 57 resp.

0% 50% 100%

Source: TNB Survey, 2015 (n = number of respondents who replied to both questions)



Obstacles for business integrity

m Complex legal requirements

m Conflicting corporate objectives

® [Inadequate financial resources

® [nadequate human resources

m [neffective strategy

m Lack of awareness among employees of
the priority placed on business integrity

= Unsupportive company leadership (i.e.
board and/or C-Suite)

Source: TNB Survey 2015 (19 respondents)



Drivers of integrity

Internal reporting mechanisms and
protection from reprisals

Linking integrity to incentives

Sectorial initiatives

Collective action
Certification

Investors and shareholders

Personal director liability

Customers and clients

Peer benchmarking

Enforcement

Compliance incentives

Self-reporting and voluntary
disclosure

Settlement arrangements
Corporate Governance Codes

National Contact Points and
specific instances under the MNE
Guidelines

High-Level Reporting Mechanism
and “business ombudsmen”




Main reason for seeking to detect,
prevent and address misconduct

m Risk of potential corporate
misconduct

m Risk of reputational damage

m Risk of enforcement action

m L egal action by investors

® Loss of earnings

m Personal liability of CEO or
senior management

Source: TNB Survey, 2015 (53 respondents)



>> For more information

www.oecd.org/daf/ca/trust-business.htm
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