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 Research and Fostering of Business Ethics and
Compliance in Argentina with a pragmatic
approach:

e Research and dissemination of results

e Teaching
e Support for companies
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Quantitative Study of

Transparent Practices and Compliance in
large companies in Argentina



Transparent practices in leading

EIH?ﬁEE companies in Argentina — Quantitative
study
Survey IPSOS - Mora y Araujo E
conducted by y J
.
Date November 23, 2009 — February 12, 2010
Cpes 300 largest companies by revenue in
UIlIIvVC] OTC .
Argentina.
Sample 104 cases

Method Online, phone interviews
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Number of companies by
business sectors

Industry and
Services

Technology and

Communications

Finance

Base: 104 cases.
Source: Survey “Transparent Practices in Argentina” - Ipsos Mora y Araujo

Privately-
owned
company

Public
company
listed on one
stock

exchange

Public
company
listed on more
than one
stock
exchange

Ownership
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Type of company

Multinational

subsidiary -

Independent

38
local company

Subsidiary of
local company

Base: 104 cases.
Source: Survey “Transparent Practices in Argentina” - Ipsos Mora y Araujo
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Opinion on Compliance and
Transparency
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In your opinion, how important is the issue of compliance for competing in Argentina?

In the industry In the company

g Very Important -

3 Important

£ -
Barely important

g Eedidikaidy I

Not important

Base: 104 cases.
Source: Survey “Transparent Practices in Argentina” — Ipsos Mora y Araujo
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Source: Survey “Transparent Practices in Argentina” - Ipsos Mora y Araujo

Existence of a formalized code of conduct 74%
Training 65%

Specific audits 61%
Existence of hotlines for 56%
whistleblowers

Existence of help hotlines 49%

Existence of a formalized, comprehensive
compliance program

Existence of role of Compliance Officer 38%

Q

> 98%
> 84%
> 94%
> 82%
> 70%
48%
> 68%
Al elements [ 21,2
Six elements [ 15,4
Five elements [ 12,5
Four elements [N 9,6
Three elements [ 7.7
Two elements [N 6,7
One element [N 12,5 10
No element | | 14,4




M  Distribution of Compliance elements

amongst companies

"“"'"'"""'”."'LUST“.&L 5 to 7 e|ements 0 to 2 elements
34%

SCHOOL

49%

| |

JWhich elements are in

place?
. Yes (100%)
Formalized code of conduct Yes (31%)
Formalized compliance Yes (88%) Yes (3%)
program
Compliance Officer Yes (73%) Yes (0%)

Training Yes (96%) Yes (17%)

Help hotlines Yes (6%)

Yes (80%)

Hotlines for whistleblowers Yes (6%)
Yes (92%)

Specific Audits Yes (88%)

Yes (14%)

Source: Survey “Transparent Practices in Argentina” - Ipsos Mora y Araujo
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Identify the main aspects included in your company’s program
Compliance programs by
‘ Business Ethics/Codes of Conduct/Transparent 24% year of introduction
Practices
‘ Finance/Accounting transparency 18%
‘ 2005to
Conflicts of interests 18% 2009 32
Health-, ity-, and envi t-related polici
‘ ealth-, security-, and environment-related policies  16% 2001 to
2004 20
‘ Third party relationships 16%
‘ Internal control/Personal conduct/Protection of 14% 1995to 18
company assets 2000
‘ Compliance with internal and external norms i2% 1990 to A
‘ 1994
Fraud policy/lllegal payments 10%
. Information confidentiality and privacy 10% Before 1990 26
‘ Business risk 8%
‘ Good business practices 8%

Base: Business firms with a formalized program (50 cases) — Source: Survey “Transparent practices in Argentina” — Ipsos Mora y Araujo
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Existence of Compliance

Officer Full-time/Part-time
Compliance Officer

Do Doot.
L - -
Know FuII-’-ume Part-.tlme
60% 2% 5 :
62% 38%

Base: Business firms with a Compliance Officer (39 cases)

13

Base: 104 cases - Source: Survey “Transparent practices in Argentina” — Ipsos Mora y Araujo
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Responsibilities To whom reports
the Compliance Officer

Which are the three main activities the Compliance Officer is
responsible for in your company? CEO 49

Compliance with internal and external

‘ norms 24% CFO 13
‘ Audits / internal control 2204
‘ Code of conduct compliance 21% Legal Attatrs 10
irector

. Offer practical information and trainingon 2104

code of conduct. Regional 9
. Disseminate the compliance program’s goals 4 go, Compliance officer
‘ Report on unethical behavior 13% Vicepresident 9
‘ ldentify operational risks 11%
‘ Compliance program execution 10% Officers abroad 9
‘ Lead all compliance-related initiatives 9%

] . . Others 18

‘ Review of norms and guidelines 8%

Base: Companies with a Compliance Officer (39 cases)
Source: Survey “Transparent practices in Argentina” - Ipsos Mora y Araujo
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How much impact would you say the Compliance/Ethics Officer has in your organization?

\

High impact 59

Some impact

Low impact 10

No impact 0

Base: Companies with a Compliance Officer (39 cases)
Source: Survey “Transparent practices in Argentina” — Ipsos Mora y Araujo
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HHIVIESAPAUSTRAL To what extent is the cooperation amongst Compliance Officers from different companies
relevant? It is...

\

Very relevant 36

Of some
relevance

Barely relevant 15

Not relevant at
all

Base: Companies with a Compliance Officer (39 cases) 16
Source: Survey “Transparent practices in Argentina” — Ipsos Mora y Araujo



-
=

ﬁ'l?éf{:
=

BUSIMESS

SCHOOL

LR LSTRAL

Training in codes of conduct and
transparent business policies

17
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Training development Types of Training
Do you develop or have developed training for employees
concerning your company'’s business ethics and Have the trainings been performed face-to-face or online?

Face-to-face 29%
Internet 22%
Both 49%

Base: Companies that have in place training programs (68
cases)

18

Base: (104 cases) — Source: Survey “Transparent practices in Argentina” — Ipsos Mora y Araujo
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A lot 41

Some

Little 17

To what extent would you say that unethical behaviors fall within the scope of your

Oto 2

3to4

5to 7

At all 7 Number of elements

Base: 104 cases.
Source: Survey “Transparent practices in Argentina” — Ipsos Mora y Araujo

19




LR LSTRAL

Base: 104 cases.
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Which of the following are for you the three most important issues to improve the
development of compliance practices in Argentina?

B 1st mention

Training for company's employees

Code of conduct extension to third
parties

Compliance programs

Tighter regulations

A more powerful Compliance Officer Il 9 .
12 S .

o

More responsibility for external auditors
Integrity pacts
Compliance with regulations

Awareness creation in society

A tighter system of rewards and
punishments

Tighter sactions and higher fines

All important

Source: Survey “Transparent practices in Argentina” — Ipsos Mora y Araujo

All mentions*

I 38
11

N 12
N 16

| 1

2

e ) e

........ 67 5 tO 7
elements
......... 45 5 tO 7
elements
20
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Analysis and conclusions

21
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100% of surveyed companies are working and/or interested in the subject

Compliance issues are considered important to compete in the industry (73%)
and in the company (81%)

Codes of conduct are in place in 74% of companies

Compliance program implementation growing strongly: 32% (2005-2009)

Training in 64% of companies, mainly performed face-to-face and online.

Specific audits in 61% of companies

Hotlines for whistleblowers in 56% of cases

The role of the compliance officer (CO) has high impact in companies’ practices (90%)
The CO directly reports to the CEO in 49% of the cases

Unethical behavior in the scope of risk assessment processes in 76% of the companies

22
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* Percentage of companies with less than three elements of compliance is
high

« Few compliance programs elements in medium- and small-sized business
firms

 Low number of formalized, fully-implemented compliance programs (48%)

 Low number of Compiiance Officers positions (38%)

e Leqgalistic approach in defining role of Compliance Officers

« Lack of information/knowledge of integrity pacts (18%)

23
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* Business firms’ sensitivity is growing
» Certain factors accelerate the sensitivity to these issues

 There is a “drainage” effect from larger to smaller (including medium-sized)
companies

« Companies implement compliance elements “one by one”
 The more important elements to enhance compliance programs are:

training (78%);

extension of codes of conduct to third parties (58%; among companies
with a full compliance program, 67%);

more compliance programs (42%);

higher importance of the CO position;

cooperation amongst COs (80%).

24



Action Lines -
Center for Governance and
Transparency

25



LR LSTRAL

 Research on current situation in Argentina and
South America; local and international trends In:

— Governance and Transparency
— Good Business Practices
— Compliance

e Dissemination of results in academic and non-
academic publications

26
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— Teaching in modules in both open and In-
company programs
— Organization of:

* Focused programs
* Workshops and seminars

27
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Fostering of Integrity Pacts

Platform for cooperation amongst
Compliance Officers

Building a learning community with local and
foreign universities, NGOs and interested

companies

28
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Knowledge of the Instrument

Do you know or are you aware of the
existence and implementation of
integrity pacts?

Don’t
NOoW

3%

Base: 104 cases.
Source: Survey “Transparent practices in Argentina” — Ipsos Mora y Araujo
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— Research in current situation and trends in Argentina

. Survey of the 300 largest companies by revenue in Argentina

— Teaching in modules in open and in-company programs
. MBAs, EMBAs, PDDs, PAD, SEP Miami
. Focused Programs: Good Practices in Business and Compliance

— Platform for exchange of information and networking for CEOs, CFOs and COs
. Workshop with CEOs/CFOs/COs — June 17, 2010
. Regular discussion meetings for CEOs, CFOs and COs
. Fostering of network/association for COs — July 2010
. Webpage with blog for exchange of experiences, publication of results and database

— Business ethics/compliance program design for companies
— Training/Education for companies
— Coordination of integrity pacts

. Individual projects
. Sector projects in cooperation with industry chambers and associations

30
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* Dissemination of projects, activities and events

» Use of specific channels of communication such as
blogs and webcasts

e Meeting point/platform for network of compliance
officers

« Database with information about the field in the form
of glossaries, papers, press articles, etc.

* Links to centers, organizations, publications and
other relevant similar initiatives.

www.lae.edu.ar/transparencia

transparencia@iae.edu.ar

31
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w Ciivopean Business Cihics Network

europear curpire gveace nsliule
European Business
European Corporate Governance Ethics Network
Institute
= RME Principles for Responsible
PH E Management Education
GOOD. SMART. BUSINESS. PROFIT i :1? 'f; BAI

i e Principles for Responsible

Ethisphere United Nations Management Education

Global Compact

32
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Center for Governance and Transparency

Professors:

Matthias Kleinhempel
Lorenzo Preve
Fernando Zerboni

Coordinator/Research Assistant:
Gabriel Cecchini

IAE Business School — Austral University
Campus Pilar - Buenos Aires - Argentina
Contact: transparencia@iae.edu.ar / www.iae.edu.ar/transparencia
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