Mini Summit VI:
Anti-Corruption Case Study

Contracting with Third Parties
and Optimizing the
Relationship
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Third parties due diligence




Rules

What Health Ltd is a European healthcare company. What Health Ltd
wants to build a new factory in Kickbackistan a fast growing market
for its products.

What Health Ltd General Manger is looking to hire a consultant to
help with the construction of the new plant. The task of the consultant
will be to help obtain all the necessary construction permits and to
maneuver through the highly complicated and bureaucratic
administration processes in the fastest way. Three firms have been
identified for that mission: Best Building Advisors Ltd, Crookenzie Inc.,
Great Builder Engineering Inc.

As the newly appointed Compliance Officer of What Health Ltd you’re
asked to review the due diligence files of the three potential business
partners.

Hereafter are interesting extracts of these files,
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What Health Ltd has sent a request for a quote (RFQ) on April 15t 2016
Here are the 3 offers received

@ Crookenzie Inc. Great Builder Engineering Inc.

L5
Best Building Advisors Ltd.

il. 18th 2016
April 19th 2016 A riiai Apr Hoursof  Fesper
work hour

Président 30 1000
President Vice president 50 600
Senior consultants Comsultancy work Senior consultants 300
Junior consultants lunior consultants 150

Sub-total Travel & Entertainment
expenses

Other Costs
T&E Travel expenses

State Hotel expenses
and permit fees Other expenses
State and permit fees

Sub-total

GRAND TOTAL (USD) GRAND TOTAL (USD)
GRAND TOTAL (USD)

4 Republic Plaza Kickbackiszan Honesty Square 58 - Kickbackisan 5% Trust Ave Kickbackizan

Any comment?
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Third Party information
Mame of the Third Party

Type of activity

Project description and rationale for the need

Crookenzie Inc will prepare and
Brief description of the required work/ services to be submit on behalf of What Health
performed for What Health by the Third Party Ltd. all documentation necessary
for obtaining all permits inrelaton
to What Health plan construction
in Kickbackistan

I've worked with them in my
previous company. They did a

: Summarize the rationale for workingwith the Third great job

Here IS an eXtraCt Of the Party (Reasons underlyingthe decisionto usethe Third | One ofthe partners at Crookenge
; Party & Criteria grounding the selectingthe Third Party) | Inc. has connections in the
What Health internal due Government. WhatHealth Ltd

i . . may getsome tax reductions from
diligence questionnaire ine government thanis to the
plant construction

com pleted by What Health Summarize the envisaged compensation (its structure, | USD 273 000 (INcluding expense
terms of payment, atc.). and VAT)
General Manager for one -
- : es
of the potentlal business Have you checked thal the envisaged compensatiorprice is fair [m]

& reasonablein light ofthe services to be rendered and/or the
partnel‘s goods to be supplied and are consistent with fair market value?
Has the Third Party asked for success fees or paymentstied to a
a particular act or result not linkedwith usual milestones?
Has the Third Party been recommended by a Government
Agency or a Public Official? =

Any comment? Information on the Requestor who proposes to engage the 1hird Party

Employee Name: Mrs._ Irena Bribever
Department: General Manager

Date:
Signature;
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Best Building Advisors Ltd Marketing & Sales break-down

USD (thousands)

Field force

Directsales & distribution

Sponsonng

Donafions & grants
Advertising & promotion

Fhase |V

Other marking spents

Samples

Gifts & entertainement
Consultancy

Total M&S

2014

155772
3015

3 820

3 542
35 540
10 245
21 487
2 460

1 678

5 000

246 559

2015

156 000
2 860

6 542

6 900
30822
11 600
30 487
3787

2 599

? 000

260 597

Variance

0,15%
-5,14%
12,41%
24,50%
-13,28%
13,23%
41,689%
53,94%
54,69%
80,00%

5,69%

Any comment?
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One of the media searches results

The Zero Corruption Blog

News and commentary about white-collar erime, enforcement, and compliance

The Editors

Corruption: Big Bazaar's Dirty Dealings

By ScherockNess | Monday, March 12, 2012 at 7:38AM

MOREMONEY CITY - In March 2013, a senior Big Bazaar lawver received an alarming e-mail from a former

e~ Btk - The Zero Corru
executive at the company’s largest foreign subsidiary, Big Bazaar Kickbackistan. In the e-mail and follow-up free to your inb
conversations, the former executive described how Big Bazaar Kickbackistan had orchestrated a campaign of bribery to

win market dominance. In its rush to build stores, he said, the company had paid bribes to obtain permits to build
Have a t

new shops in virtually every comner of the country.
Let us ki

Big Bazaar di,spatched investigators to Moremoney City, and within da}fs the:_c' unearthed evidence of widespread

]:rri]:lery. “We do not believe that these matters will have 8 material adverse effect on our business,” the TS based
COmpany said in & filing with the Securities and Exchﬂnge Commission. '

In the interviews, Mr. Unlua:]qg' the former executive who resigned from Bic Bazaar Mexico in 2010 after neaﬂ}' a
decade in the cu:-mPa.u}"s real estate dePaItment recounted how he had helped organize vears of Pa}fu:uﬂ:-s. He described
P-ersu:unﬂ“}f di,sPatching two trusted outside lawyers and a Kickbackistan cu:unsulti.ug firm Crookenzie Inc., Ltd to deliver
envelopes of cash to government officials. They targeted mayors and city council members, obscure urban planners,

low-level bureaucrats who issued permits — anyonewith the power to thwart Big Bazaar's growth. The bribes, he . :
- lleaianc Any Interesting

information?

said, bought zoning approvals, reductions in environmental impact fees and the allegiance of neighborhood leaders.
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CONSULTANCY AGREEMENT
Between

Crookenzie Inc.
{the “Consultant™)
and
What Health Ltd
(“the Company™)

1. SERVICES

Inconsiderationofthe fees set out in Section 2 hereof, the Conpanyrequests the Consultant to perform, and
the Consultant hereby agrees to perform consultancy and assistance in the following fields:

Prepare and submit on behalf of the Company all documentation necessary for obtaming all permits in
relation to the Company plant construction in Kickbackistan (hereinafter the “Services™).

Regularly update the Company on the progress of the Project.

Measure Project process andinformthe Company of any delays immmediately and haise with govermnment
authonties if necessary, etc.

The Services shall be personally provided by the Consultant.

2. FEES & EXPENSES

In considerationofthe satisfactory provision of the Services by the Consultant, the Companyhereby agrees to
pay the Consultant a total of USD 273 000 including expenses and VAT.

The Consultant shall send an invoice to What Health Ltd to the attention of Irena Bribever or such other
person as may be designated by the Company from time to tumne.

Thetotal amount (USD 273 000) will be paid by the Comparry fen (10} days afterreceipt ofthe invoice, to the
following bank account: [* Private Cavman Island offshore bank, bank account # 18092003 / B.Bribec

3. CONFIDENTIALITY
Each Party expressly agreesthat this Agreement, its content and services provided by both Parties hereto are

to be treated confidential, and each party agrees not to divulge or othermise commuricate the present
Agreement or part thereof to any third party, without the pnor wntten approval from the other Party.
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Here is an
extract from the
draft agreement

proposed by
Crookenzie Inc.
to What Health
Ltd.

Any comment?
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