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What is Corruption?

Bribery and corruption can be ALL in the definition.

For example, what’s the difference between a ‘bribe’ and a ‘facilitation
payment’ ?

Corruption isan "impairment of integrity, virtue or moral principle;
depravity, decay, and/or an inducement to wrong by improper or unlawful
means, a departure from the original or from what is pure or correct, and/or
an agency or influence that corrupts.” (Wikipedia)

Corruption, is “aconcept describing any organized, interdependent system
in which part of the system is either not performing duties it was originally

intended to, or performing them in an improper way, to the detriment of the
system@original purpose.” (Wikipedia)

Corruption, is “the abuse of public power for private benefits, usually in

the form of bribery. Also, corruption distorts the basics of competitions by
misallocating resources and slowing economic development.” (Wikipedia)
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What is Corruption?

“Corruption is a cancer that steals from the poor, eats away at governance
and moral fiber, and destroys trust.”
(Robert B. Zodllick, president of the World Bank)

The anti-bribery provisions of the Foreign Corrupt Practices Act prohibit
(enacted Dec 1977).

| ssuers, domestic concerns, and any person from making use of interstate
commerce corruptly, in furtherance of an offer or payment of anything of
valueto aforeign official, foreign political party, or candidate for political
office, for the purpose of influencing any act of that foreign official in
violation of the duty of that official, or to secure any improper advantage in
order to obtain or retain business.
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TI1: Spheresof CorporateActivity — Corruption Risks
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Of the 180 countriesin theIndex, 53 are from Africa
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Corrupt PracticesIndex — Transparency I nternational

Of the 180 countriesin the Index, 53 arefrom Africa
Only 1 African country isin the Top 40 — Botswana (#36)

Only 18 arein the Top 100 (in order):

Botswana, Mauritius, Cape Verde, South Africa, Seychelles, Namibia,
Tunisia, Ghana, Swaziland, Burkina Faso, Morocco, Senegal, Madagascar,
Algeria, Lesotho, Gabon, Mali, Benin
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Corrupt PracticesIndex — Transparency I nternational

Of the 180 countriesin the Index, 53 arefrom Africa
Only 1 African country isin the Top 40 — Botswana (#36)

Only 18 arein the Top 100 (in order):

Botswana, Mauritius, Cape Verde, South Africa, Seychelles, Namibia,
Tunisia, Ghana, Swaziland, Burkina Faso, Morocco, Senegal, Madagascar,
Algeria, Lesotho, Gabon, Mali, Benin

17 African countriesarein the Bottom 40 (in order):

Cameroon, Kenya, Central African Republic, Cote d@voire, Burundi
Congo — Republic, Sierra Leone, Guinea— Bissau, Angola, Gambia
Zimbabwe, Congo — DRC, Equitorial Guinea, Guinea, Chad, Sudan
Somalia

6 African countriesarein the Bottom 10...including Somalia at 180
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Botswana
Mauritius
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121 Togo
121 Nigeria
126 Ethiopia
126 Uganda
126 Libya
126 Eritrea
126 Mozambique
134 Comoros
138 Liberia
141 Cameroon
147 Kenya
151 Central African Republic
151 Cote d@&voire
158 Burundi
158 Congo - Republic
158 SierralLeone
158 Guinea - Bissau
158 Angola
158 Gambia
166 Zimbabwe
171 Congo - DRC
171 Equitorial Guinea
173 Guinea
173 Chad
173 Sudan
180 Somalia
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Who GetsHurt by Corruption?

“Nations with the highest risk of corruption are often the desperately
poor, where foreign aid and assistance can easily be transferred through
back channels of oppressive regimes.

As a result, the impact of corruption can extend well beyond any
economic detraction to affect the quality of life for millions of citizens.”
(Forbes)

Transparency International statesthat “thereisa high correlation between
corruption and low economic devel opment.”

The enormous impact of corruption isfelt especially by the ones who
don't have enough money for their daily needs. (Jim Geek)
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Corruption: The Losersand Winners

At the polar opposite of Utilitarianism — where one seeks the greatest good
for the greatest number — Corruption benefits the few at the expense of the
many.

ThelLosers TheWinners
* The‘good guys (i.e., the non- » The bribe payer
bribers)

 The bribe recipient
» Employees — when corruption
|eads to business contractions » Others who are directly
and/or closures connected to either party

» Shareholders— when fines
and/or penalties are levied, or
when companies are closed

e Communities—who ultimately
over-pay for services rendered
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Countries;

Companies:

Corruption: The Costs

L oss of foreign direct investment (FDI) and/or Overseas
Development Assistance (i.e. ‘aid money’)

Over-payment for products and/or services, and often poor
service deliver and/or product quality

Decreased trust and/or reputation damage

L oss of future business opportunities

Increased costs — noting that ‘ bribes’ rarely result in
‘discounts’, and that criminal and/or civil cases can cost
millions

Increased ‘flight risk’ among skilled managers — those who
want to be associated ethical companies

L oss of productivity — particularly due to strike action
Decreased shareholder wealth

| n recent years, companies caught breaking anti-
corruption laws have individually paid into the hundreds
of millions of dollarsin fines and several CEOs have
stepped down in disgrace. (PwC, 2008)
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Case Study in ROGI: Talisman Energy

e e T >
2000 CSR Report 2001 CSR Report 2002 CR Report 2003 CR Report
Audit Opinion AO - Sudan Review Statement RS- Global

Sudan Operations RS — Canada Global Operations AO — New Locations

Although the norm is to push from a ‘Review Statement’ to an ‘Audit Opinion’, the

climate under which Talisman was operating demanded the highest degree of
disclosure and assurance.

This was the quickest route to ‘Best Practice’ Sustainability Governance, but was also
the most costly (time and financial resources).

Now that systems are fully formalised, Talisman is expecting to press for positive
assurance (AO) for new and/or contentious ventures.
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Talisman Energy’s Shares as Traded on the TSE (symbol = TLM)

Start of Tawf TBL 2000 CR{Report 2001 CR Report 2002 CR Report
Sudan a Reporting Process
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Case Study in ROGI: Talisman Energy

Talisman Energy’s Sharesas Traded on the TSE (symbol = TLM)

$5/share discount @ ~ $58/62

—

$3/share discount @ ~ $58

$10/share discount @ ~ $38

$15/share discount @ ~ $25
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Case Study in ROGI: Talisman Energy

$5/share discount @ ~ $58/62 (>

$3/shareldiscount @ 1 $58

5.2%

$10/shafe discount @|~ $38
$15/shqre discount @ ~ $25
Te 60%
p 26.3%
h 9.1% T 8.1% | ¢
Q199 Q100 Q1°01 Q102 Q103

reamichaelh@yahoo.ca




Case Study in ROGI: Talisman Energy
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Talisman Energy: 2002 CR Report (Mar 2003)
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“The process involved in producing
this report and having it externally
reviewed on an annual basis provides
a structured evaluation of our efforts,
which assists us in charting a course
towards improvement in all aspects
of our business.”




SO WHAT?

Why should companies engage in Good Cor por ate Gover nance?

The BSR Reasons:
« Improved Relationships with Stakeholders
« Marketplace Advantages
» Early Identification of Potential Liabilities
» Decreased Risk of Adverse Publicity
» Heightened Public Credibility
* Reduced Costs
« Improved Financial Performance
* Increased Attractivenessto Investors
» Improved Overall Management
« Improved Organizational Effectiveness

The* Quick and Dirty” Reasons:
* Reduced Risk
* Improved Management Systems
e Improved Stakeholder Relationships “Goodwill” =*Outsurance’
* Improved Financial Performance = Shareholder AND Stakeholder
Wealth
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So What?




Questions?

Michael H. Rea

I ndependent CSR Consultant
Tel. 011 447 7160

Cell 082 788 3966

Email reamichaeh@yahoo.ca
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