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Framework and methodology for assessment of integrity/anti-corruption compliance

Justifying the role of integrity in the business community
Integrity is one of the most important principles of ethical leadership in the context of good governance.
Integrity envisages:

e act bona fide, guided by the values and interests of the entity,

o identify real, potential or supposed conflicts of interest at the earliest opportunity and manage
such conflicts appropriately,

e ensure legal, ethical and anti-corruption compliance,

e convey an ethical tone to the whole entity,

e recognize failures and mistakes and take appropriate steps to eliminate them.

In entities, integrity appears at the following three levels:

1. Within the governing body (board of directors/executive body): members of the governing
body must ensure their behaviour compliance with the entity’s values;

2. Within the entity: the governing body must ensure that the entity adheres to its corporate
values;

3. Within the external environment of the entity: the governing body must ensure that the entity
treats its stakeholders in accordance with its values.

Integrity contributes to the formation of a corporate culture, which:

e helps to overcome ethical dilemmas,

e contributes to the prevention of abuse,

e increases the level of trust towards the entity, which in turn strengthens business reputation and
prestige.

Methodology for assessment of integrity/anti-corruption compliance

Assessment of integrity/anti-corruption compliance (hereinafter referred to as the Assessment) aims to:

e help the Business Integrity Club (hereinafter referred to as the Club) participants to assess their
compliance with the Anti-Corruption Declaration and the principles of good governance,

¢ identify strengths and areas for improvement of the Business Integrity Club participants’ policies,
procedures, organizational structure,
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e support the Club participants to improve their governance system,
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e promote the Business Integrity Club participants’ accountability to external and internal

stakeholders.

Main stages of the assessment are:

1. Actual process of assessing compliance with the Business Integrity Club participants’ Anti-

Corruption Declaration and good governance principles, the sub-stages of which are:

o Studying the internal documents and data regulating the entity’s corporate relations (Annex

),

o Determining the stage of development of the entity’s governance system with the entity’s top

management representative(s), according to the [FC Corporate Governance Methodology,

o Conducting an in-depth interview with the entity’s top management representative(s) using a

checklist (Annex 2).

2. Development of a summary report for the assessment held, which, in addition to the assessment

results, contains an action plan reflecting the recommendations for improvements according to

their priority and deadlines for implementation (Table 1).

Table 1: Action Plan Matrix

High Priority

Medium Priority

Low Priority

Short-term (< 6
months)

Medium-term (6 - 12
months)

Long-term (1-2 years)
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Annex 1: Non-exhaustive list of internal documents and data regulating corporate relations of the
entity

o Charter of the entity,

o Shareholders’ agreement,

o Code of conduct or code of ethics of the entity,

o Annual reports of the entity for the last two years,

o Corporate policies of the entity (e.g., conflict of interest, disclosure of information, ESG,
succession planning, internal control, dividend, remuneration, etc.),

o Rules and regulations of the entity (e.g., board performance, executive body, internal
auditor, compliance, risk management officers, holding of meetings, departments, etc.) and
procedures,

o Administrative organizational and corporate structures of the entity,
o Equity capital structure of the entity,
o Composition and structure of the board and executive body of the entity,

o Other documents and data revealed during the assessment.
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Annex 2: Review Checklist

Matche Partially  Doesn't
S matches match

CHAPTER I: Ethics and anti-corruption commitment

The commitment should be made formally with written approval by the
Board or by an adequate governing body. It shall set out the entity’s aims
for implementing its integrity and anti-corruption policy. Demonstrating
commitment is important in terms of effective ethical leadership.

The Board or an adequate governing body has committed to ethical
and anti-corruption compliance, and consistently encourages the
introduction of high ethical standards in the entity. The commitment is
in written form.

1.1.

19 A member of the Board or an adequate governing body is responsible
" for ethical and anti-corruption compliance.

1.3.  The entity follows all the laws and regulations applicable to it.

The entity has business conduct/code of ethics approved by the board
1.4. | or the adequate governing body and ensures their availability to
stakeholders.

The entity has anti-corruption policies and procedures in place to
prevent possible revelations of corruption (such as conflicts of
interest, donations, hospitality, charity, political parties, third party
relationships) approved by the board or the adequate governing body.

1.5.

The entity ensures the involvement of its employees and key partners
1.6. | when developing and reviewing anti-corruption policies and
procedures.

The Board or the adequate governing body shall review the relevance
1.7. | of anti-corruption policies and procedures once a year and, if

necessary, review them.

Adherence to anti-corruption policies and procedures applies equally
to the whole entity.

- CHAPTER II: Internal control and risk management ---
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The entity has an internal control and risk management system that
provides objective and fair insight into the entity’s current and
prospective status and contributes to informed and reasonable
corporate decision making.

2.1.

2.2.

2.3.

2.4.

2.5.

2.6.

2.7.

2.8.

2.9.

2.10.

The entity’s internal control and risk management system is in line
with the risks, volume and complexity of business processes inherent
to the entity.

At all levels of the entity, they are well aware of the negative
consequences (legal, business, operational, reputational, and other
risks) of ethical and corruption risks.

The entity has department directives, procedures for managing
business processes and monitoring their implementation, with the aim
of ensuring compliance of the departments’ activities with the anti-
corruption commitment.

The entity has procedures for transactions, verifying their compliance
and accuracy.

Accounting maintained by the entity ensures the reliability of the
entity’s financial statements.

The entity’s financial statements are subject to external audit by an
independent audit firm to provide external and objective assurance to
the Board, shareholders and other stakeholders that the entity’s
financial statements in all respects reliably reflect its financial status
and financial performance.

The entity has special spending management policies (e.g., gifts,
charity, CSR, etc.) that may give rise to ethical and corruption risks.

The entity has special spending management procedures (e.g.,
spending approval procedures, definition of responsibilities,
documentation and transparency requirements).

The entity has a risk management function, which effectively and fully
enables the risk management strategy implementation, ensures entity’s
risk reporting and communication, and sets reasonable expectations
for the entity to achieve its strategic goals.

The entity has risk management strategies, policies and procedures,
including ethical and corruption risks.
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2.11.

2.12.

2.13.

2.14.

2.15.

2.16.

2.17.

2.18.

2.19.

2.20.

2.2
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The entity has a function/person responsible for risk management,
whose responsibilities are clearly defined and formulated in written
form, and the person responsible for performing them effectively has
the necessary resources and qualifications.

The entity’s risk manager is not involved in operational activities.

The entity’s risk manager submits a quarterly report on risk
assessment and management to the board or adequate governing
body.

The entity has a compliance function that effectively and entirely
enables an entity to assess the compliance risk and to enable the legal
and ethical compliance of the entity.

The entity has a function/person responsible for compliance, whose
responsibilities are clearly defined and formulated in written form, and
the person responsible for performing them effectively has the
necessary resources and qualifications.

The compliance officer submits a quarterly report on the
implementation of the legal, ethical and anti-corruption compliance
commitment to the board or the adequate governing body.

The entity has an internal auditor/internal audit service that effectively
and fully enables the entity to control the entity’s operations and
provide assurance to the entity’s Board or the adequate governing
body and Executive Body as to the effectiveness of internal control and
risk management, corporate governance systems, thereby supporting
the entity’s long-term stability and reputation.

The Board or the adequate governing body appoints the internal
auditor/internal audit personnel, terminates his, her/their powers,
determines the terms of remuneration and approves its amount, as
well as the internal auditor/internal audit service regulations and
annual work plan.

Internal auditor’s activities planning is based on risk assessment.
Internal auditor/internal audit service is independent of the executive
body, controls the latter as well as those responsible for risks and

compliance.

Internal auditor/internal audit service has the necessary resources and
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qualifications for performing its functions effectively.

Internal auditor / internal audit service submits quarterly reports to
the board or the adequate governing body, that enables to assess the
performance of the entity’s ethical and anti-corruption compliance and
to identify opportunities for improvement.
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CHAPTER Ill: Human resource management ---

A commitment will succeed only if it has the support and commitment of
employees. The implementation of a commitment touches on all aspects
of Human Resources management.

The board or the adequate governing body and management clearly
realize that integrity and compliance policies, procedures and internal
control measures are effective if they are applied by employees and
they make appropriate efforts in that direction.

3.1.

The entity regularly organizes trainings for acting and new employees,
covering the entity’s code of conduct and policies, ways of corruption
manifestations, and their disadvantages, disclosure systems, and other
topics related to commitment.

3.2.

The topics of the trainings are matched with the results of the entity’s

3.3. . N
ethical and corruption risk assessment results.

The entity organizes special trainings for employees or partners who

3.4. . o . .
are involved in high-risk processes, branches or locations.

The trainings are documented, evaluated by the stakeholders, as well

3.5. e . .
as the participants’ knowledge is assessed as their result.

The members of the entity’s board or adequate governing body are

3.6. . . . . . .
regularly trained on integrity and anti-corruption compliance.

The entity communicates with its employees and partners, including on
the topics related to ethics and anti-corruption compliance, using
various means: website, emails, newsletters, annual reports,
discussions with management being involved, hotline, helpline, etc.

3.7.

When presenting corporate successes or failures to employees,
management emphasizes the importance of integrity and anti-
corruption compliance.

3.8.
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Encouraging employees is one of the ways to develop a culture of
integrity and reduce corruption risks.

3.9.

Incentive methods (material and non-material) for integrity are
3.10. | included in human resource management policy and employee
performance evaluation.

3.11.  Incentives are provided for both individuals and teams/departments.

The entity imposes adequate sanctions for ethical and compliance
violations.

n CHAPTER IV: Third-party analysis ---

Corruption can take place through third parties and the entity may be
liable for the latter. The entity should encourage anti-corruption
commitment in its related entities and other parties.

3.12.

4.1.  The entity ensures the proper analysis of its partners.

The entity openly informs its partners about the application of
4.2. | commitment to ethical and anti-corruption compliance to them, and
ensures their awareness of the entity’s commitment and policies.

The entity encourages partners to undergo trainings on integrity and
anti-corruption compliance.

n CHAPTER V: Disclosure and investigation ---

The entity encourages its employees and partners to immediately report
any concerns about compliance, whether they relate to their own or
others’ procedures and responsibilities.

4.3.

51 The entity provides safe and effective ways to report violations of
" ethics and anti-corruption compliance.

5.2. | The entity excepts any pressure on the person reporting the incident.

The entity has procedures for investigating violations which ensure

>3 objectivity of the investigation.
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