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This news alert is for informational purposes only, and does not constitute a PwC Advisory opinion.
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Global anti

-corruption

developments

Legislative and enforcement developments

>
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Corporate Criminal Liability Law (2009)
Based on co.06s failing
that they willfully performed a criminal act

(e.qg. bribery)

Compliance program certifications credit
Leniency agreements (recent $2.5M

settlement re: bribes for industrial premise

constr permits)

National Anti-Corruption Enforcement System
(SNA) (July 2015)

Designated special prosecutor to oversee public
officials

Federal Audit Office and Public Admin Ministry
granted new powers to fight corruption

New court to oversee all ABAC cases

New anti-trust laws in place
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commer ci al and

Recent crackdown on domestic bribery

13,000+ officials convicted in 2014

New rules include background checks

$1,500 is min. for bribe to be criminal

Penalties include life in prison or death

Lokpal Bill (2013)

Spurred by high-profile scandals

Creates independent anti-corrupt. agency

National Co. Law Tribunal established

Provides for whistleblower/class action

Imposes fines and prison (up to 7 years)

Pending bill to include commercial bribery
Imposition of Tax Bill (2015)
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Global anti -corruption

>

Anti-Corruption Act (2011)
OECD Anti-Bribery Convention in 2013

> >

New Presidential anti-corruption office

p)

Institutional reforms in progress
CPI: Fallen from 59thto 94thin 10 years

> >

Inadequate regulatory mechanisms

CFPOA(Amended 2013)

Received strong criticism from OECD
Amendment imposed stricter rules
Recent fine of USD 10.5M

Recently convicted first individual

> > > > > >

No exception for facilitation payments
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developments
Legislative and enforcement developments
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Clean Companies Act (Aug. 2013)
Civil statute, applicable only to entities
Coexists with existing anti-bribery leg.
Receiving training from US DOJ

No exception for facilitation payments

Credit given for compliance programs

Bribery Act (2010)

2013: 65 active investigations
Limteduse of Data Protecti
allowed

First trial scheduled for Nov. 2014

Exp. 2014: Updated sentencing guidelines
Aireal econo

Fineswi | | have
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Global anti -corruption
FCPA -s

1 ABM Industries Incorporated

2 Aegerion Pharmaceuticalsinc

3 Affinia Group Intermediate Holdings Inc

4 AlereInc

5 Alexion Pharmaceuticals Inc

6 Anheuser-BuschInBev SA/NV

7 AstraZeneca PLC

8 BarclaysPLC

9 Beaminc

10 Bilfinger SE

11Braskem SA

12 Brookfield Asset Management Inc

13Centrais Elétricas Brasileiras SA - Eletrobras

14 Cisco Systemdnc

15Cobalt International Energy Inc
16 Core Laboratories NV

17Crawford & Company

18 Delphi Automotive PLC
19Deutsche Bank AG

20 Elbit Imaging Ltd

21Embraer SA

22 Eni SpA

23 Ensco plc

24 LM Ericsson Telephone Company
25 Fairmount Santrol Holdings Inc
26 Flowserve Corporation

27 FMC Technologiesinc
28Frankos
29 Fresenius Medical Care AG & CaKGaA
30 General Cable Corporation

PwC lIsrael

developments

L s AT
31GlaxoSmithKline PLC

32 Goldman Sachs Grouplnc

33 Grifols SA

34 Halliburton Company

35 Harris Corporation

36 HSBC

37 Innodata Inc

38 IBM Corporation

39 Johnson Controls Inc

40 JPMorgan Chase & Co

41 Juniper Networks Inc

42 KBR Inc

43 Key Energy Servicednc

44 Kimco Realty Corporation

45 Kinross Gold Corporation

46 Merck & CoInc

47 Millicom International Cellular SA
48 Mobile TelesystemsOJSC
49Mondel Bz
50 MTS Systems Corporation

51NCR Corporation

52 Net 1UEPS Technologiesinc

53 NewMarket Corporation

54 Newmont Mining Corporation

55 Novartis AG

56 Nu Skin Enterprises Inc

57 Och-Zziff Capital Management Group LLC

Il nt ernat i on a%8O0ORhdgfix International NV

59 Owens-lllinois Group Inc
60 Park-Ohio Industries Inc

1

"8$~ xA.|Ixs

61 Petroleo Brasileiro Sa- Petrobras

62 Petrofac PLC

63 Platform Specialty Products Corporation
64 Quad/Graphics Inc

65 Quanta ServicesInc

66 Rolls Royce PLC

67 Roust Corporation

68 Sanofi SA

69 SBM Offshore NV

70 SensataTechnologies Holding NV
71Sevan Marine ASA

72 SL Industries Inc

73 SociedadQuimica y Minera de Chile SA
74 Sweett Group PLC

75 Tata Communications Limited

76 TeliaSonera AB

77 Tesco Corporation

78 TevaPharmaceutical Industries Limited

| nlbhcer nat i o n#&IThe Dun & Bradstreet Corporation

80 Transocean Ltd

81 Transport Logistics International Inc
82 United Technologies Corporation

83 Universal Entertainment Corporation
84 Vantage Drilling Company

85 Wal-Mart Stores Inc

86 Wynn Resorts Limited

87 Zimmer Biomet Holdings Inc

2016 v xMHx 10 p 44 DD



Trends in compliance organizational structures
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Trend # 1. Embedded business unit compliance and ethics officers enable their
businessunits to be accountable for compliance and applicable requirements

while also implementing enterprise -wide compliance initiatives

‘/
e

In many organizations, compliance and ethics officers report up through a business unit compliance lead, who coordinates

activities and responsibilities with business unit management, the Chief Ethics and Compliance Officer and the core compliance

and ethics function. This structure, as evidenced in Exhibit

compliance officer activity

PwC lIsrael
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Audit Committee

Chief Executive
Officer

Chief Ethies &
Compliance Officer

Compliance
Committes

Corporate Functions
(e.g Legal HR, LP,
IA, Security, ete.)

BU Management

Compliance
Operations Lead

Policies/Procedurcs

PMO
Training/Communications
Incident management
Reporting and assessment

I Monagement/oversight structures
- Business and functional leadership
- Compliance function infrastructure

BUCO Business Unit Compliance Officer

Business 1nit
Compliance Lead

IR EU#1
BUCO

1, generally provides a higher level of oversight of business unit



| Trend # 2: Organizations can follow a risk -specific model to structure their
compliance and ethics programs

Once compliance risks have been identified, compliance and ethics and other key support functions can coalescearound an
or g ani zkaytrisk area8,eading to better definition of the roles and responsibilities for addressing those risks. Other functions

may have primary ownership of other risks, while compliance and ethics has either a monitoring role or alessactivefi | iofhsei g ht 0

role (See Exhibit 2 below ).
S

v

Product labeling

Labor &
1 Customers M&A DD/
employment and trade integration Finaneial
compliance reporting/SOX
Gnvemm_ent Workplace
contracting safety &
OSHA

8 Code of conduct
Third Anti-bribery & corruption
. party due Corporate policy
Bus_meg:s diligence management
continuity Data privacy
Conflicts of interest
Product Tax
Legend — claims Competition
Compliance and g
: . . - it
ethics role: Sm:&l:: :‘.iao?nd safety & Note: This is a representation of the
Ownership technology compliance way responsibility is allocated at a
small sample of companies. It is not
Contracts & necessarily a recommendation of
confidentiality strategic how that responsibility should be
. agreements allocated.

Records
management

Monitoring P Ji
Line of sicht
Out of scope

PwC lIsrael 9
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Trend # 3: In the age of lean compliance, an increasing number of E;a
organizations are using their in-house compliance and ethics committees in lieu

of certain additional assigned resources, thereby establishing a cost-neutral
way to establish and nurture vital links to the business

The typical compliance and ethics committee consistsof representatives from compliance, legal, and internal audit functions, with
representation from either each businessunit or key businesses (See Exhibit 5). Accordingt o P 20C5State of Compliance
survey, sucha committee is found in 53% of companieswith revenues of less than $1billion and in up to 81% of companies with

revenues of more than $25 billion.

S
v

Compliance 8:%
82%°
Internal Audit 50%
%
Human Resoureces 54
] e 50%
Operations I 45%
. . | ﬂ{]%
Business Units s 17%
. P 22%
Supply Chain m—— 1332
I 1
Research & Development messsssss—m 12
Other I 9;:”3% N = Companies in survey with a compliance committee in place

Please note that someorganizations may combine their risk and compliance and ethics committees, in particular as part of efforts to create a
governance,risk management, and compliance framework and infrastructure.
PwC lIsrael 10
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Trend # 4: Integrated assurance: Compliance and ethics functions are working E;a
collaboratively with other functions to ensure more visibility for major risks
and, by extension, their own activities

Governance, risk management, and complianceactivitesaregener al |l 'y embedded wthredlinesofdefenser gani
The firstline  of defenserepresents operational management, generally responsiblefor managing business risk and

implementing corrective actions for deficiencies in processes andcontrols. Second -line functions covering risk management

and compliance typically monitor and sometimes support the building of first -line controls, creating standards and policies for

risk-related activities. And finally, internalaudit per f or ms t ests of ¢ o ndfthethisbne e flefemse t i, vene s
thereby determining how well compliance and risk functions are operating.

v

Senior management

Governing body/Board/Audit committee

First line of defense Second line of defense Third line of defense

Financial control
Security

Risk management

Management controls Internal audit

Regulator

Quality

=
=
=
=
=
=
=)
=
=
=
td
=

Inspection

Compliance and ethics

11
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Trend # 4: Integrated assurance mapping (continue) E;)l

Aftercreatingt he ri sk prof il e, beplatdédadainsteadchirisk, mpddicing anlintegrated assurancemap and
noting the relevant line of defense. In addition to identifying possible activity overlaps that suggestduplication of effort, mapping
can also spotgaps inrisk coverage. As a result, functions can thenbe assignedroles for performing mitigation or corrective

activities.

PwC lIsrael 12






