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“It is not an adequate ethical standard to aspire to get through the day
without being indicted.”

Richard Breeden,

former chairman of the Securities and Exchange Commission
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Board of Directors

“One of the key roles for the board includes establishing
the culture, values and ethics of the company. Itis
important that the board sets the correct ‘tone at the
top’. The directors should lead by example and ensure
that good standards of behaviour permeate
throughout all levels of the organization. This will help
prevent misconduct, unethical practices, and support
the delivery of long-term success.”

Preface to UK Corporate Governance Code
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YOU What do you see asthe primary objective
of your ethics & compliance program?

3.4% :Other (please ‘\

specify) /‘\

2.8% :Toprotect W
corporatereputation

0.3% :Toprotect
directorsand officers

35.4% :Topreventand
detect misconduct

8.6% :Tomeeta

regulatoryrequirement 2
49.5% :Topromotean 7
ethical culture e
1 SCCE / corporatecompliance.org
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MANAGEMENT

What do you think your organization’s management sees as the
primary objective of your ethics & compliance program?

3.4%:0ther (please
specify):

6.2%:Toprotect
corporatereputatio

29.0%:Topreventand
detect misconduct

2

3.4%:To protect
directorsand officers

3

13.3%:Topromotean
ethical culture

42.6%:Tomeeta
regulatoryrequirement 1

~ 22%:Toreduce
SCEE ¢ corpuraleco npliance.org criminal penalties
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THE BOARD

What do you think your organization’s board of directors sees as
the primary objective of your ethics & compliance program?

4.0% :Other (please
specify):

19.3% :To protect
corporate reputation

3

27.9% :Topreventand
detect misconduct

1

6.7% :To protect
directors and officers

2

24.2% :Tomeeta
regulatoryrequirement

15.6% :To promote an
ethical culture

"~ 2.1%:Toreduce

SCCE / corporatecompliance.org criminal penalties
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South Africa’s King Code of Governance

Governance Element Principle Recommended Practice
1. Ethical Leadership and corporate citizenship
Responsible Leadership 1.1 The board should Ethical leaders should:

provide effective leader- | 1.1.1.

ship based on an ethical | direct the strategy and operations to build
foundation a sustainable business;

1.1.2.

consider the short- and long-term impacts
of the strategy on the economy, society
and the environment;

1.1.3.

do business ethically;

1.1.4.

do not compromise the natural environment;
and

1.1.5.

take account of the company’s impact on
internal and external stakeholder
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How Beneficial Is An Ethical Culture?

1

Attractiveness to employees —WW
. . 77 %
Employee Motivation —ﬁ
) . ) . 72%
Relatlonshlp with investors —m‘
. 76 %
Attractiveness to Customers ——m’%—/
Reputation with Analists ——53—%—‘ 3% ous
i 77 % M Europe
Overall business performance ——5&%—[
. 66 %
Competitive advantage _—ﬂ%—‘
53%

Share Price 5

0 20 40 60 80 100

Those answering 4 or 50na5 point scale, with 1 being not at all beneficial and 5 being very beneficial

Source: CFO Europe Research Services -
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Performance Improvements =

Errors

Insights

Source - ©GaryKlein: Seeing What Others Don’t
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Deliver on cur
promises

k hard to earn trust and respect

serco

1o what | say | will, ey my best.and! see things through

| consistently pravide the highest standsrds of custamer service

Open, "
raigiaformerd |
and Torest 3

I have 3 can-do, will-do attituce
| am open and honest

| communicate truthhily, ciesrly and concisaly

sheio |ingpiee and lead colleagues 1o anticipate and respond 1o
our customers’ needs

nelly I stand! by dificult decisions and openly acknawiedge

| anticipate the pressures where we might strugale to
deliver and take action to svaid problems

| create a culture of openness, rust and transparency

lead

| ensire cur objectives sre clesrly shgnad to Sercols
purpose and goals

Do the right thing 1 2im to ahweays do the right thing and nevar comprormise cur values. lo2d by examp n Vlead by example, and role macel Sevco’s valuss, inspiring
T colleagues and customers
I hink through the consecuences.of my decisians
rioms 1o achieve the right adn are informed), our v
| spesk out when | see something wrong ’ ok v
v - i o 1 hold people to account, but ensure they are rested fairly
and consistently without fear of reprisal
! ,listen to them and act upon their na them rese y an 1 engage customers and colleagues and consuft with
fox geling things foadack aopropriate groups when formulating sirategres
dane
1 challenge assumptions in an apercpriate way ¥ oot | evaluate resources, options and consequencas in my

i ol
them,

cormacting

decision making and communicate the decision openly

6 Living our value:

il
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Risk Management

PEOPLE RISKS

Serco

Failure to act with integrity 0000

Being found to have engaged in a significant corrupt or dishonest act (bribery, fraud, misreporting, cheating, and lying) leads to customers
being reluctant to do business with such organisations. Such behaviour might arise through the actions of rogue employees or as a result
of pressures individuals feel they are being placed under (culture). Such acts might lead to the loss of existing business; restrictions on our

ability to bid or
and financial institutions' confidence in Serco.

new business; our ability to attract high-quality people or partners; and an adverse impact on shareholder, investor

Key risk drivers:

Failure to communicate - if we do not define and
communicate our Values and expected standards
adequately, our staff and third parties will fail to
understand these, which may resultin inappropriate
leadership actions and low engagement with

our Values.

Our ways of working do not align with our
Values - staff or third parties being unaware of
and/or not reflecting our Values may result in poor

ion making, business 3
and unethical or illegal behaviour bringing our
operations into disrepute.
Direct or indirect contribution to human rights
abuse - staff either directly or indirectly contributing
to human rights (including slavery and forced labour)
abuses may result in a breach of laws/regulations

Material controls:

.

.

.

.

.

.

.

Top level commitment/tone from
top.

Strong, meaningful and understood
Values.

Code of Conduct.

Corporate Governance with
oversight by the Corporate
Responsibility Committee (CRC)
Delegated Authority Register (DAR).
Serco Management System (SMS).

| controls and pr .
with segregation of duties for core
financial controls.

Gifts and Hospitality process and
registers.

Risk management procedures.
Third party due diligence
Leadership Academy.

People development and
remuneration.

Speak Up process (Independent
provider)

Mitigation priorities:

Implementation of on-line Conflict of
Interest registers.

Refinement of divisional compliance
risc assessment

Clarificztion of ethics roles and
investigation responsibilities.

Embed the new third party due
diligence tool.
Refresh Serco Essen
training.

Is Plus

Continue with divisional Anti-bribery
and Corruption reviews.

Making the Intangible Tangible©Sally March & Jane Mitchell 2018 11
Risk Management
LEGAL AND COMPLIANCE RISKS -_—
Material legal and regulatory compliance failure 0@00
Serco is subject to numerous laws and regulations as a result of the complexity and breadth of the sectors and jurisdictions in which
it operates. Failure to comply with laws and regulations may cause significant loss and damage to the Group including exposure to
regulatory prosecution and fines, reputational damage and the potential loss of licences and authorisations, all of which may prejudice
the prospects for future bids and the retention of existing busi Defending legal ings may be costly and may also divert
management attention away from running the business for a prolonged period. Uninsured losses or financial penalties resulting from
any current or threatened legal actions may also have a material adverse effect on the Group
Key risk drivers: Material controls: Mitigation priorities:
Lack of governance and oversight - may result in * Automated alerts on material legal * Use of trend analysis and analytics
a failure to identify potential or actual breaches to and regulatory obligations and from Legal Tracker software.
legal requirements and result ina failure to respond changes. « Launch of revised Code of Conduct
appropriately, or weaken our ability to confirm - " o ! e of Cond
compliance with legal and regulatory requirements. nvestment Committee process an and Supplier Code of Conduct
Failure to comply with the SMS and contractual governance. ¢ Complete and embed General
obligations — may result in compliance failures = Third party due diligence. Data Protection Regulation (GDPR)
for Group-wide material legal and regulatory = Serco Management Systern (SMS) readiness programme
requirements. = Legal Tracker case management * Refresh Serco Essentials training
Failure to identify and respond to material software. programmes
changes in legal and regulatory requirements — = Gift and Hospitality process * Implement revised Group Standard
may resultin key subject matter experts within the and registers Operating Procedures (GSOP).
business not remaining up to date and we then fail to o Devel d ; GSOP:
comply with material legal and regulatory obligations. * Legal training. [ E;Jedv_:p and impl ememt new ! s
- : " ncl ing export controls, parenta
Lack of awareness by employess of the legal Serco Essentials training. Inc ucing exp par
H N - guarantees and conflicts of interest.
and regulatory requirements placed upon them = Comp! g .
- may result in lack of identification and subsequent (CAP) reviews. ¢ Continue with contract and
i i i
compliance to requirements. » Business LIfECyClE Review Team comp! mrf:e assurance V&?vlews
Inad te provision of sy and tools — (BLRT) process and governance. * Embedding and sustaining
may result in ineffective methods to support the the Corporate Renewal Program
* External regulatory audit
management of legal and regulatory compliance.
+ Bi-annual reporting to Board and
Executive Committee on new laws
across the Group.
* Speak up process and case
management system (EthicsPoint).
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The Dimensions Of Cultural Analysis

Q KARIAN:BOX

Tone at
& the top c
N % 2
& Experience of oo/. Second critical
'5\ culture in action )3 % principle:
@ © = Clarit
> What should 2 anty
g it feel like? )
2 Personal
5 culture
= and values
3; What is important
- to people who
% work here?
D
®. 1 1
®) A )
Q/O’ oh"’l’e . . d'\'l"d\p First critical
ct as In principle:

&P Business
— impact

N’

Contribution
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Engagement Matrix

Q KARIAN!BOX

>

Loose Cannons Ambassadors

70%

Engagement

Wreckers Bystanders

16%

>
Understanding
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Sources for more information

Slide 3 — UK Corporate Governance Code — www.frc.org.uk
Slides 4-6 — SCCE: www.Corporate Compliance.org

Slide 7 — King report on Corporate Governance: http://www.iodsa.co.za/?kinglll

Slide 8 —Benefits of an ethical culture
http://www.accaglobal.com/documents/coporate ethics europe.pdf

Slide 9 — Gary Klein-Seeing what others don’t: https://www.gary-klein.com

Slides 10-12 — www.Serco.com

Slides 13/14 — www.karianandbox.com
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