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standards throughout all business operations. Four key areas are: (1) the increasing emphasis on
compliance issues; (2) the education of employees regarding proper practices; (3) the need to ensure that
outside partners and suppliers possess the same ethical core values as your corporation; and (4)
furthering successful operations. Thomas Sager, Senior Vice President and General Counsel of DuPont,
will focus his Keynote Address on how corporations ensure that they conduct business in compliance
with legal requirements and consistent with their ethics and values.

The Distinguished Panelists will also discuss key ethics issues including compliance; government

regulation and enforcement; investigating possible unethical and/or fraudulent behavior; treatment of
employees; whistleblowing; privilege; and internal reporting.
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TRANSCRIPT

JACK FRIEDMAN: I am Jack Friedman, Chairman of the Directors
Roundtable. We are a civic group that hosts programming for Boards of Directors
and their advisors, which includes General Counsel in the Bar. We have done 800
events globally and no one has ever paid to attend. This is truly a civic effort.

Copyright © 2014 Directors Roundtable



In this case it is a particularly in-depth look at the relationship between the
legal and business parts of corporations. While most of the case examples may be
international, a lot of the principles will be applied to domestic companies, and
even private companies who have to worry people getting upset if the company does
not conduct itself in the right way. I hope you can relate to how this may affect
your particular company.

Tom will give his presentation and will dialogue with the Distinguished
Panel.

I would first like to tell you why I respect Tom Sager. Tom not only is a
capable General Counsel with great experience, but he is also known as one of the
top handful of General Counsel who are committed to various important values and
public policy issues. He is famous in the diversity area, but it goes beyond that. It
also reflects DuPont's values. Tom has helped to make it part of the company.

I also wanted to mention some of the groups that are represented here who
work with him. There is the Minority Corporate Counsel Association and the
Women Lawyer's Group.

I would now like to have our keynote speaker, Tom Sager, come to the
podium. Thank you.

THOMAS SAGER: Good morning to you all. Thank you for turning out as
you have, I'm just heartened by the size of the group today.

I wanted to say up front, this is not a lecture, because I found over the years
he who lectures today, is in the headlines tomorrow. (Laughter)

This is by design to be an engagement with you all and the panelists, and to
learn from each other as to how we can address what I consider to be a very vexing
problem for multinational corporations. As you grow and you're focusing on
developing countries, the challenges in the area of risk I'm finding very daunting in
that many of these countries have high corruption indexes. We have little physical
presence. We are relying to a large extent upon third parties that we have to vet,
and hopefully instill in them the core values of the DuPont Company, and of
course, how to conduct business ethically in areas and cultures that don't
necessarily align with ours.

This is an attempt on my part to share with you what we're doing by way of
addressing this risk and to listen to you and the panelists regarding other ideas that
might advance this whole area.

I do want to give a little background on DuPont. A number of you know
DuPont quite well having represented us for any number of years, but perhaps some
of you don't.

We are a 212 year old company, founded in 1802 on the banks of the
Brandywine River in Wilmington, Delaware. We are into our third transformation
and a free lunch for anybody who can get this question right.

Who was the first lawyer to represent DuPont?
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[AUDIENCE MEMBER]: Brandeis?
THOMAS SAGER: No, Alexander Hamilton. (Laughter.)

He represented DuPont from 1802 to 1804. Of course, you know his fate. He
died in a duel with Aaron Burr, but there is a silver lining to this cloud. They were
both using DuPont gunpowder. (Laughter.)

Before I jump into some slides and I would like to have my Distinguished
Panelists introduce themselves and their firms.

ANGELA STYLES: Hi, I am Angela Styles. I'm here from the law firm of
Crowell and Moring. I am the chair of the Government Contracts Group in our D.C.
office. My practice is primarily investigations and suspension and debarment for
federal contractors. I spend a lot of time looking at their ethics and compliance
programs, so that they can continue to do business with the federal government.

I'm also the Executive Director of the Defense Industry Initiative on Business
Ethics and Conduct. It was started in 1986 by Jack Welch. You have defense
companies who have been working for almost 30 years now on really bringing best
practices to the forefront and working really hard to make sure companies in the
U.S. and internationally really understand best practices for both ethics and
compliance.

THOMAS SAGER: Thank you. Sanjay.

SANJAY BHANDARI: My name is Sanjay Bhandari, I am with Ballard
Spahr and the co-head of their Anti-Corruption Group. I do a range of different
things in that capacity. I do some investigations and defense of individuals and
corporations, but also I tend to do quite a bit of compliance work. Helping
multinationals develop systems that allow them to do business confidently in
foreign markets along the lines of what Jack was talking about.

MICHAEL FEINBERG: My name is Michael Feinberg; I am with the law
firm of Cahill Gordon and Reindel. My practice principally focuses on advising
multinational corporations in complex securities litigations, internal investigations
and regulatory inquiries and enforcement proceedings. The regulatory scrutiny
facing publicly traded companies and financial institutions has increased
significantly since the financial crisis. The “increase” is not limited to the number
of investigations, but also the intensity and tactics with which regulators are
conducting the investigations. To prevent such investigations, or at least remediate
the underlying causes, we are working closely with a variety of multinational
corporations to develop their internal control processes.

Hopefully, we will all benefit from our experience here today.
THOMAS SAGER: Blake.

BLAKE COPPOTELLI: Good morning. My name is Blake Coppotelli; I am
with the Freeh Group, a firm that was founded by the former director of the FBI,
Louise Freeh. I am a former prosecutor out of Manhattan, chief of a bureau that
handled corruption issues in the city. My specialty is anticorruption compliance
and investigations. Thanks.
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THOMAS SAGER: Terrific, so let's get started.
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This is a slide I use when I teach ethics with our young and up-and-coming
leaders in DuPont and nobody ever gets this question right, but probably most of
you have already figured this one out. It's not, again, to sit in judgment but given
the sheer number of companies the answer is these companies are or were under
investigation by the DOJ and the SEC. So its reason in part why we are here today.
We can all benefit from the learnings of these companies, and certainly others.

I can only speculate as to the costs and the toll that's placed on these
companies in the form of the distraction to the business, the cost associated with
investigations themselves, obviously the reputational hit these companies take; and
certainly, in some cases the fines either criminal or civil they are incurring. Not to
mention, perhaps shareholder derivative actions and the like.

A very compelling reason as to why this is relevant and one we all ought to
be concerned about.

This is a general overview on the guiding principles for all of us in this room.
Rather than read it to you I'll lift out a few key concepts that corporations today
certainly have significant incentive to get it right in your compliance and to ensure
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marked success in dealing with the whistleblower question.

The fear of retaliation is what prevents many employees from coming forward
and it's certainly perceived as real. Successful corporations follow the dots below,
there's thorough training and there is a code of conduct in place, much like we have
at DuPont, which addresses specifically the importance of speaking up. Retaliation
is something that we will deal forcefully and effectively with.

You need clear and well-defined channels to air your concerns without the
fear of retaliation. We need to treat all of these allegations seriously regardless of
how meritorious they may appear or not appear to be.

SANJAY BHANDARI: Tom, do you want us to comment about these?
THOMAS SAGER: Sure, please do Sanjay.

SANJAY BHANDARI: One of the mechanisms that you are planning to talk
about is hotlines and other ways of getting employees to speak up. This is one of
the things that we are advising companies to do to help them set up anticorruption
compliance systems and avoid problems by having employees empowered to report
on these.

What we find generally is that the formal hotline channel tends to be a whole
lot of effort for very little reward in terms of the quality of the information coming
back through that third-party company that ensures confidentiality. The employee
logs in and gets a particular number and they get a test case.

Instead, by far the better source for hearing back from the field and being
able to rectify problems before they become big problems, is the regular managerial
ranks reports. Good employees go to a good supervisor who then brings it forward.
Is that consistent with your experience at DuPont?

THOMAS SAGER: That's right. We will touch on the various lines of
communication and how one can speak out. There are any number of avenues that
may be more comfortable given the relationship with the manager or not.

The other extreme which we faced recently at DuPont, is people are speaking
up by going to extremes. In that they'll send a message accusing somebody of
something and email almost the entire DuPont population. It has occurred in
Romania and in India. There is a balance to be struck and you have to tailor that
message with respect to communication and how it needs to be done discreetly. It
will be investigated thoroughly and completely and there'll be closure.

That was something I have not had to deal with until just recently, and it
really is problematic because now these allegations are out there for the whole
world.

MICHAEL FEINBERG: To follow up on Tom’s point, as many of you know,
Hotline Reports do not come with warning labels. Upon receiving a Hotline Report,
you do not know if the allegations are legitimate, retaliation by a disgruntled
employee, or merely a misunderstanding. In addition, the report may not be
conveyed by a native English speaker, the report may be cryptic, or the
transcription of the report may be unclear.
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As a result, one of the primary issues facing institutions is: “How do you
handle such a report?” Without question, it is very important to have a hotline or
another internal reporting mechanism. Yet, it is also important — potentially more
important — to ensure that Hotline Reports, like any report of misconduct or ethical
breach, are promoted and vetted properly and not left to “rot on the vine.”

Consequently, upon receipt of a report that appears absurd or ridiculous —
which they sometimes do — an institution should, nevertheless, treat the allegations
seriously and not ignore it. Even where no wrongdoing or misconduct is uncovered,
companies should memorialize the nature, scope, and means of review, as such
documentation may prove to be a valuable prophylactic tool in response to any
future regulatory inquiry.

THOMAS SAGER: Angela, did you want to say something?

ANGELA STYLES: Yes, a lot of companies that I work with have not only
their hotline, but have also started developing ask and help lines, they are not IT
ask and help lines. They are really compliance and ethics ask and help lines. That
is how it is named. A lot of people feel more comfortable calling the compliance,
ethics ask line when they are in a lower tier and not comfortable to go to their
manager or even if they are a lower level manager.

It's been very effective for a number of companies.
THOMAS SAGER: Good point. Blake?

BLAKE COPPOTELLI: Yes, I would like to add some information in terms
of the hotline. The Department of Justice and the SEC in a guidance that they
issued in November 2012, suggest in a very strong manner the requirement of
corporations to have hotlines. There are a lot of issues and problems with them as
my colleagues have pointed out.

The least of which is when you set up a hotline, for instance, for anti-
corruption complaints to come in. The main use of the hotline is human resource
related. It's not related to the purpose for which that hotline is set up.

Nonetheless the Department of Justice and the SEC has an expectation that a
company will have a hotline, in addition to other avenues of reporting into senior
management or lower management and then from lower management to senior
management.

Part of the applicability and benefit of a hotline for a company is whether it's
handled internally or externally. There is immediate memorialization of a
complaint in logging into a system that that complaint was made. For companies
that have robust compliance programs that triggers a process going forward that
requires investigation and process review to see if there's legitimacy to the
complaint to determine how the conduct occurred and what broke down to allow
that conduct to occur.

When you have an open door complaint, most companies have a hotline and in
their code of conduct they talk about the various other avenues, all of which come
under the rubric of an open door policy. You can talk to anybody at any time and
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file a complaint depending on how comfortable you are in your circumstance.

I should mention that for open door complaints, we have seen our clients not
have as significant a reporting and tracking and triggering protocol on the reporting
through the open door policy as there is with hotlines. So there is a real benefit to
the hotline that you don't see or we haven't seen in our clients on open door policy
protocol. This is different for certain locations and jurisdictions, and I'll give Asia
as an example.

Employees in Asia who are nationals, regardless of what country they're in,
have a cultural obstacle with calling a hotline. They feel more comfortable with
the open door policy that is flexible and applicable. What I mean by that is in the
culture in Asia there is less chance that a line employee will tell a supervisor that
there's an issue. It's a cultural thing.

Having an open door policy that's flexible, where that line employee or that
lower management employee can talk to others in the company other than their
immediate supervisor is a tremendous benefit to the company in terms of its open
door policy.

THOMAS SAGER: That's a good point. So the culture of the country needs
to be reconciled with your own company culture is what I'm hearing you say.

DN TR moving on, T found this

list provided by the Corporate
Executive Board extremely
helpful. It identifies what you
need to have in place to have an
effective means for reporting
and investigating and addressing
tions that directly address employee fe: ethical allegations as they arise.
agers to respond appropriately and consistently to employee I'm not going to read these to
you but the penultimate
recommendation is to establish a
STt M X R T (L T SRR AT (S regular communications cadence
e to reinforce the importance of
speaking up. I can't emphasize
that enough.

Corporate Executive Board
Compliance & Ethics Leadership Council Recommendations

Laredenne .

This can be complemented
by an employee survey; in our case it is anonymous, we call it a Spirit Survey.
They go out once a year to our entire population and there are four or five segments
to this survey. It's very easy to fill out. In the area of ethics this is what we ask
by way of questions.

You either answer favorable, neutral, or unfavorable to the following:
DuPont shows a commitment to ethical business decisions of conduct. I know how
to report unethical business practices. I do not feel pressure to compromise ethical
or compliance standards to get my work done. I feel comfortable reporting a
violation of DuPont policies or standards of conduct if I observe one. Lastly, I can

Copyright © 2014 Directors Roundtable



report unethical practices without the fear of negative consequences.

This will provide us meaningful data and it will lift up where those responses
are less than favorable, either neutral or negative to get to better understand
through direct employee engagement where the problems lie or where the
misunderstandings might exist.

I would recommend some means to gauge your employee population as to how
they are interpreting their obligations as an individual employee and how they feel
comfortable or not in dealing with those situations if in fact they encounter them.

SANJAY BHANDARI: Just real quickly on that point, Tom.
THOMAS SAGER: Sure.

SANJAY BHANDARI: 1 provided some benchmarking data in the handout
that is outside. I am frankly surprised to see how low the usage of feedback
surveys is. It is only about five percent of companies are reporting that they are
using them. It is an incredibly effective tool because it can be anonymous; you can
push it out to the entire organization. People do respond to them. The response
rates are good. You can get localized data. You can figure out if you have a
problem with people's understanding in a particular region.

They are very low-cost and very effective.

THOMAS SAGER: Third parties can be retained to do the service for you so
it doesn't become an overburden to the corporation as they are done.

MICHAEL FEINBERG: Sophisticated internal controls are expensive and —
without casting any dispersions — in general, businesses are reluctant to spend
money on resources that are not going to generate revenue.

As opposed to seeking funding for internal controls out of “regulatory
necessity” or a tool “good corporate citizens” should possess, such controls may be
more easily digested by the “front-office” if they are portrayed as an offensive tool
that the institution would like to utilize in the event of a regulatory inquiry. In
other words, transform the controls from a burden to a benefit — from a “nice to
have” to a “need to have.”

For example, you may suggest that you believe the company would be best
served in the future by being able to point to a series of internal controls as
evidence of the efforts the company has undertaken to prevent and uncover certain
issues. You could also highlight that these undertakings will go a long way
towards protecting the company.

Ultimately, explaining not only why such controls prevent inquiries, but also
how such controls could be advantageous in defending the company in the future
may make such expenditures more palatable.

BLAKE COPPOTELLI: Yes, it is the perfect segue. 1 will take the first
point on the slide as demonstrative: reporting channels. It is not just good
corporate citizenship to have an established reporting channel process in place in
your corporation or within your client if you're outside counsel. It is in some
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instances mandated by law.

For instance, reporting in, hotline, open door policy and how that information
gets filtered and dealt with in the chain to senior management, to the audit,
executive or compliance committees and then to the board is something else
required by law. There are two cases out of Delaware which are the benchmark for
board individual liability when it comes to reporting channels. One is Caremark
and the other is Stone v. Ritter.

They are great cases to read because it sets the standard for board liability.

One of the things that is required is for the board to ensure that the
corporation has the appropriate reporting systems in place. Technological or hard
copy, it doesn't matter, reporting systems in place so that they can be informed of
material issues that have come up in that company; both proactively and reactively.

It's not just board liability that's at stake, its corporate liability. One of the
things that Mike mentioned is that this list is a great offensive tool to be able to
use should an issue arise. That tool is for the corporate liability issue, setting
aside Caremark and Stone, which deals with individual board liability for failure to
monitor and ensure the institution of these reporting systems.

The corporate liability is the Golden Ticket that corporations are looking for
to get them out of the focus of a DOJ or an SEC investigation. The perfect example
of how these criteria and initiatives can benefit the corporation from an offensive
standpoint is the Morgan Stanley case.

A few years ago the Department of Justice and the SEC in a very unusual
circumstance publicly made a statement declining to prosecute Morgan Stanley for
corruption issues in Asia related to a senior executive by the name of Garth
Peterson. He was in their real estate investment division; he paid off a government
official as part of a real estate transaction.

It was caught as part of an audit within Morgan Stanley. Morgan Stanley
self-reported. The SEC and the Department of Justice began a joint investigation
and hired outside counsel to represent them before the Department of Justice and
the SEC. That same counsel ran an investigation, a parallel assessment of value
and quality in the internal compliance program that Morgan Stanley had set up. A
process review was done to determine what the breakdown was in their internal
controls.

Based on their ability to show the robustness, with all these criteria being in
place internally; they were able to get from the Department of Justice and the SEC
a declination of prosecution. They declined to look at the corporation for corporate
liability.

One of the major aspects of that was effectiveness of the reporting channels,
of the hotline, the audit system, and the channels of reporting the information up
through to senior management and the board.

THOMAS SAGER: Thank you, Blake. Angela?
ANGELA STYLES: A really important point is not to wait until you're under
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investigation to be assessing your culture. It is better to assess first to see whether
your ethics program 1is working, and separately, whether your compliance is
working.

On the ethics side there are some really good third-party organizations that
can help you develop what Tom was talking about, these employee surveys.
They're not that expensive. They actually are incredibly effective. You can slice
and dice them by small sites, particular programs, or particular parts of your
organization.

The Corporate Executive Board has one and The Ethics Resource Center has
another. I've used both of them with companies and I have to tell you it's a
tremendous learning experience for you as outside counsel and also for inside
counsel, for the lawyers, compliance and ethics people.

There's also a compliance maturity survey that the Corporate Executive Board
does. So on the compliance side as opposed to understanding the ethics and
culture, it benchmarks you against other companies in terms of the maturity of your
compliance program. It is very good as well.

THOMAS SAGER: Excellent point, thank you.

We've done a lot of talking to you. Does anybody have a perspective they
want to share or ask a question? Yes, sir.

[AUDIENCE MEMBER]: There's been a lot of talk about the help lines.
Can you say a little more about the differences between an ombudsman and a help
line?

THOMAS SAGER: Angela, do you want to take that one?

ANGELA STYLES: 1 can't say that I've seen one that's very effective, to be
honest with you. A lot of companies have established an ombudsman but the ones
that I've seen are not nearly as effective. People don't know how to go to them like
they know how to go to a helpline or hotline.

SANJAY BHANDARI: The general point is that the tone at the top is
insufficient and you need to also involve middle-management. There needs to be
more than just one central channel and one central person responding to things.
Rather than an ombudsman that's focused in one area, it's more effective to have
many in each region. It is very helpful to have as an ombudsman the senior
manager who is the leader for a particular country, knows that language, and
understands the culture intimately. That person should also be one of the people
responding to the compliance complaints or questions.

That tends to be more effective than a centralized ombudsman. You can have
multiple ombudsmen.

MICHAEL FEINBERG: At the highest level, there are two potential
benefits to having an ombudsman.

First, an ombudsman provides the company with an opportunity to have an
interactive dialogue with the employee asserting the allegations. One of the real
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issues with hotlines is in the very nature of the report. For example, someone calls
and leaves a rambling message. On occasion, the message is incomprehensible or
almost incomprehensible, and understanding the nature of the issue is left to a
recipient of a transcript. An ombudsman encourages an interactive dialogue to
determine the issue. Is it a human resources issue? Is it a compliance issue? Is it
an ethics issue? You can have an actual dialogue.

Second, an ombudsman facilitates a unified institutional response. An
ombudsman facilitates a standardized programmatic response to allegations of
wrongdoing. Handling the same type of allegation differently based on region or
recipient of report, affords an aggressive regulator, which most of them are right
now, an opportunity to undercut your control efforts.

As you point to your efforts to investigate and remediate issues as evidence
of your firm's commitment to a robust internal control culture, an ombudsman
prevents a regulator from highlighting varying responses to similar reports. For
example, an ombudsman avoids a regulator saying, "But you handled something in
China different than London, different than Mexico, different than Albany."

Importantly, whether a hotline or an ombudsman is used, there is no silver
bullet to any of these issues. Corporations can have both a Hotline and
Ombudsman. Having both enables corporations to say, “We tried every way
possible to ferret out wrongdoing throughout the process.”

THOMAS SAGER: Thank you. Anybody else? Yes, sir.

[AUDIENCE MEMBER]: Is it possible to hear more about the Morgan
Stanley example? Specifically, did the DOJ and SEC just conclude they'd done
everything they could and this was a renegade factor?

BLAKE COPPOTELLI: Yes. The outside counsel, Davis Polk, did a
tremendous job in putting together the compliance program and presenting that to
the Department of Justice and the SEC in a number of meetings that they had. A
real central part of that was their complete evaluation of the program, not only in
Asia but enterprise-wide and all that went into the program from training to
communications, the tone at the top, due diligence, reporting mechanisms, and the
audit capability of the company.

The more that the DOJ and SEC saw that the company was trying to do the
right thing, understanding from their perspective that no compliance program is 100
percent effective, they were able to see the rogueness of the employee.

They detailed in excess of 50 communications that were compliance related to
that employee. They detailed and outlined that employee's responsibilities and
obligations under the compliance program and a specific anticorruption program
that the employee was aware of. They had that employee sign off on various items
that were communicated as part of the training program that Morgan Stanley had.

Davis Polk was able to show the Department of Justice and the SEC that
Morgan Stanley had in place a significant program that was robust, not only within
their own right, but as compared to other financial service companies in that
industry. They were able to identify and show the rogueness of that employee.
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[AUDIENCE MEMBER]: Was it a self-report situation?

BLAKE COPPOTELLI: It was. I'm not sure if I mentioned this, but Morgan
Stanley caught it in an audit which was a positive on their behalf which made an
impact with the Department of Justice and the SEC. It was caught a year and a half
after the actual payments were made. The system was triggered by any benefit that
was provided to a government official.

Nonetheless it was caught, Morgan Stanley self-reported and that's what
triggered the Department of Justice and the SEC's involvement. Not only did they
self-report, but they immediately hired outside counsel to come in and do the four
steps that I mentioned: 1) Representation of the corporation before the SEC and
the DOJ. 2) The internal investigation to see what happened to fact find. 3) The
process review to determine exactly how it happened; what was the breakdown in
the internal controls in the compliance program that they had in place? And 4) an
assessment of that compliance program for purposes of their dealing with the SEC
and the Department of Justice and to the extent that they found deficiencies, which
they found very few in terms of the robustness of the program comparison to best
practices, they enhanced them.

Those enhancements were quickly implemented and communicated throughout
the enterprise, which was another benefit to Morgan Stanley in the eyes of the
Department of Justice and the SEC.

I will add one thing, the declination is important not only from the standpoint
of companies needing to have robust compliance programs to show the DOJ and the
SEC in reviews like Morgan Stanley, but also the UK Anti-Bribery Statute for
multinationals may come into play. The UK Anti-Bribery Statute provides an
affirmative defense to the corporation for a robust program. The Foreign Corrupt
Practice Act does not. It's a mitigating circumstance.

The declination to Morgan Stanley occurred before the DOJ and SEC
guidance, which was issued in 2012. The UK Anti-Bribery Statute became effective
in July 2011. It is a clear indication by the Department of Justice, in my opinion,
and the SEC said knowing the affirmative defense that's offered in the UK, under
that statute, the Department of Justice and the SEC want corporations to know that
even though they don't offer under the statute and affirmative defense, they have
the ability to have the same result based on the robustness of their program.

It was a significant event because it was so public. In their press release they
went through all of the criteria and factors which went into their declination
decision so that corporations can clearly see the extent to which Morgan Stanley in
their industry and area developed their own internal compliance program.

THOMAS SAGER: Apropos to those remarks, we do a survey every
November of all our employees in which they need to certify to a number of
questions which address everything from having not received kickbacks, conflicts
of interest and the like, and those certifications are filed. Ultimately they are
summarized and reported up to each function leader; general counsel for Legal and
others need to certify for his or her entire organization. It is just another way to
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reinforce the importance of this obligation upon employees of the corporation to
make the certifications internally.

Let's talk about DuPont’s approach and then we have a couple of
hypotheticals we'd like to test your thinking on. This is how we view the whole
area of ethics and compliance, individual responsibility reemphasized in the code of
conduct.

I might add any of the materials that are referenced today will be made
available to you if you leave a card.

| Core values, we have four: ethics,

safety, environment, and respect for

The DuPontApproach . . ]
people. With each meeting, wherever it
= Ethics and Compliance — an Individual Responsibility occurs in the World we haVe core Value
DuPont Code of Conduct 2
Core Values contacts. We can see them referenced
+ Ethics & Compliance Central — Global Dedicated under the third dot. Each meeting is

Resources

started by some observation or lesson

* Comprehensive Training and Awareness Tools learned in the area of ethics or one of these

LegalEagle Training Modules

Core Value Contacts other core values and serves as a constant

Ethics and Compliance Days . . .

Business Ethics Bulletins reminder when we start a meeting that it
always starts with a review of the core
values.

Our Legal Eagle Training, that's an
LRN product. Many of you are probably familiar with LRN.

Each employee, every year, is required to take a minimum of two modules
one of which is the code of conduct and possibly a third depending upon the
business or function. Our Ethics and Compliance Days are devoted entirely to
focusing on ethics and compliance and they're done by region primarily and within
business units.

In the bullet that's referenced below are ways that we can communicate recent
violations, obviously, with keeping the individual's name confidential but lifting up

I [ problem areas that we've experienced

and/or examples where employees have

The DuPontApproach (continued) responded as we would like them to or
- Mutiple Options for Reporting Concers evidenced ethical leadership or behaviors

Hine Managament that we would want emulated elsewhere. I

Legal will show you an example of that.

Corporate Securit

Emicsandcgmp;-.’;nce Hotline Another tool that you may want to

consider in these developing markets is
we've developed wallet cards for our
employees that are tailored to provide them
counsel with respect to what are the rules
wew. . of the road in China or Malaysia or
Myanmar and they found these to be quite
effective. And again, they are the size of a wallet card and a good reference tool

+ Dedicated, Expert Investigation Resources
= Commitment to Corrective Action

+ Strong Anti-Retaliation Policy
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for the employees who work in that part of the world and our third parties.
Anybody want to jump in here?

JACK FRIEDMAN: Can you talk more about relations with third-parties?
What do they have to answer to you as their customer?

THOMAS SAGER: It begins with the vetting process and each business
approaches this just a little differently. I might add we have a lot of work to do in
this area. We are trying to sort it out which is part of the reason we are doing this
program. Hopefully, somebody can enlighten us a bit as to how to best handle
them, monitor their behavior, instill in them the appropriate core values and
provide a method by which they also can report if they're put in uncomfortable or
unethical situations.

We have been burned in Russia, for example. As a result of those learnings
we've got to get a more robust process in place there. To that end I was going to
lift up at the end of the day a new guide we have for dealing with anti-bribery and
anti-corruption. It's in its final draft, which covers the waterfront. Once it's out I
will be more than happy to make it available to you. It addresses specifically the
issue of third parties.

JACK FRIEDMAN: Is it just your suppliers?

THOMAS SAGER: No, salesmen. Any third-party we either deal with, such
as distributors. There could be a whole host of people we interact with.

JACK FRIEDMAN: You mean upstream or downstream.
THOMAS SAGER: Correct.

SANJAY BHANDARI: Third-party intermediaries are the single largest area
of concern for companies. For a company creating compliance systems it is one of,
if not the largest area that we have to spend resources on in order to get right. It's
the largest source of enforcement actions by some people's count. Ninety percent
of anti-bribery and corruption enforcement actions arise when a company is dealing
with a third-party that asks for them.

The reasons are fairly common sense, if you think about it. It is typical that
you will engage a third-party because you are entering into a foreign market where
you don't have the resources and the knowledge. You have to depend on somebody
who is outside of your company, outside of your values. You have limited
oversight over that person.

There is almost a behavioral science aspect to it.

Within your company, I can't tell you the number of times in dealing with
companies on investigations or anticorruption compliance, you hear from people in
the field, "If that's not us, if we're not actually doing that, it's not our problem
right?"

It is a very widespread idea that you're not responsible for whatever the
third-party might be doing, whatever your information, whatever red flags you have
seen about the third-party, it's not your problem. That's wrong. It's completely
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wrong with respect to the UK Anti-Bribery Act, which hold you strictly liable for
the conduct of the third party. You don't even have to have any knowledge of the
third-party's conduct. You just have to engage them.

The defense of adequate procedures that Blake talked about is your means of
defeating that strict liability.

Your people have this inherent mindset of thinking about the third-party as a
buffer, as a way to insulate themselves from conduct that they know they can't do
themselves. On the third-party side, too, there's this idea of, "It's not really us.
We're not really worried about the consequences of this."

It may fit with their culture, but they're not as concerned with the DuPont
culture.

THOMAS SAGER: The interactions could be supply chain related. It could
be the route to market; it could be a toll manufacturer. It could be a joint venture
partner, like an SOE in China.

It takes many forms, Jack, and one is risk-based or should be, because there
are so many. For example, our crop protection business is entertaining the notion
of going from 2,000 to 5,000 distributors alone in India. Now how you vet that
group and ensure that they remain compliant is going to be a real challenge.

SANJAY BHANDARI: It's going to be a very expensive undertaking as well.

It really requires you to look at, if you want to do it thoroughly, your ledger of
accounts and examine who is paid in these different countries and what are they
doing for the company. If you want to do a proper risk-based analysis, anybody
who's dealing with sensitive areas, people who are obtaining regulatory permits for
you to build plants, or engage in a particular type of business, or keep the lights on,
have an office in a particular city. Those are high risk in most countries in the
Third World. Sales agents are high risk because they represent you.

THOMAS SAGER: Right. Blake, do you want to jump in here?

BLAKE COPPOTELLI: Yes, I'll just say that before the advent of the UK
Anti-Bribery Statute, multinationals just had to worry about their third parties that
had interaction with government officials.

Now with the UK Anti-Bribery Statute, which incorporates that, but also adds
the element of commercial bribery, anything is fair game and multinationals now
are faced with having to look at all of their third-party relationships worldwide
because it's no longer restricted to those that have interactions with government
officials.

Suddenly, multinationals have this new extraordinarily broad responsibility to
address the risk that's inherent in their third-party relationships regardless of who
they're interacting with outside of the corporation on behalf of that corporation.

The Freeh Group has worked with its clients, multinationals, to really
evaluate their third-party management process. We have worked with clients to
take what was a foreign, corrupt practice-centric compliance program and melded it
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into an overall anticorruption program that takes into consideration government
interaction and pure commercial bribery risk. One of the expectations of regulators
is that this will be done and that this obligation is there.

The UK government, like the DOJ and SEC having issued the guidance for the
FCPA, issued a guidance for the UK Anti-Bribery Statute and it's clear and
consistent with the guidance that was issued by the Department of Justice and the
SEC. It appears that they have the same expectations that the federal regulators do
and have as it relates to their own internal compliance program.

As it relates to third-party management, now everything is fair game. You
really have to evaluate your contracting process. Do you have the right contract
language? Is the third-party signing off and affirming and contractually obligating
itself to adhere to the corruption-related language that your company is funding? Is
there the right certification or evaluation of that third-party's own policy, owned
training mechanisms for corruption-related issues? Can you train that third-party?

Do you have the ability—and it's one of the staples of the DOJ and the SEC
guidance as well as a staple under the UK Anti-Bribery Statute guidance—to have
the appropriate due diligence in place that is risk-based?

If somebody is dealing with the vendor in a high-risk location, like
Indonesia, your due diligence efforts in screening that third-party are more
significant than if you're dealing with a third-party that's coming out of Canada, the
UK or a lower risk country.

THOMAS SAGER: Jack has a question he wanted to throw out there.

JACK FRIEDMAN: This is related to what we're discussing from a different
point of view. This has to do with the reputational aspect, not just the legal
liability.

General Motors had this problem with ignitions; Toyota had the issue with
brakes. Those products are made by suppliers and what's interesting, is that nobody
highlighted who the suppliers were. It just targeted that company. The strategy for
the CEO of General Motors is to get in front of the press right at the beginning and,
without admitting guilt, express the company’s concern.

That is one scenario, but here is another scenario. Apple is held responsible
for the employment practices of their biggest manufacturer.

THOMAS SAGER: Foxconn.

JACK FRIEDMAN: Yes, the supplier is named and is publicized fully
unlike the General Motors situation.

Then you have the clothes industry where some celebrity has a line of
clothes, and the media is saying you are paying substandard wages in Central
America or Southeast Asia. One of the issues that is apart from the law is the
ethical standard that determines if you have a good company. You have to make
sure people are paid good wages and have good working conditions.

How can you put that in a contract? Do you have to promise that your
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product is made by workers in other countries who are treated humanely by
American standards?

ANGELA STYLES: Everybody has a different definition of ethics.
JACK FRIEDMAN: Exactly, that is the point I am raising here.

ANGELA STYLES: Most companies simply state in their policies and
procedures that you need to follow the laws of local countries. But in India, it is
actually legal to hire somebody who is 12. Your policy and procedure may not say
that you can't hire someone who's 12. It is because their ethics are different. Their
values are different.

That 12-year-old might be supporting his family.

You really do have to recognize that in different countries there are
completely different definitions of what ethics are. Even within our country there's
a different definition of what is ethical or not ethical. It's different from company
to company and it's very hard to say if something is ethical or not, because we all
have a very different idea or definition of that.

JACK FRIEDMAN: What happens when you're at the world board level and
someone says that even if it is legal in a country to hire 12-year-olds, we are not
letting anybody supply us who hires 12-year-olds. No matter what the law or the
cultural difference is, when our customers find out our products come from 12-
year-olds, we're in a lot of trouble.

MICHAEL FEINBERG: The gentleman in the back earlier asked whether
corporations are better served by a hotline or ombudsman and another person
brought up the difference in ethics in Indonesia versus Florida versus England.
While we are foreshadowing topics we will discuss later in the program, there is a
tension between cooperation, whether it be cultural or geopolitical, and dictating a
company’s ethics.

For example, the use of finders is well-known throughout the Middle East and
Asia and a finder’s permissible conduct in accordance with local laws varies from
nation to nation. If a company permits the use of finders, the company must also
tackle how finders are vetted, monitored and, ultimately, what those finders are
permitted to do. In these circumstances, cooperation is essential. If a company is
vetting the finder locally — where certain things are permitted — and other places —
where certain things are prohibited — you need to be able to cooperate across
jurisdictions, functions, and nationalities to ensure consistency across the company,
where possible.

JACK FRIEDMAN: The conclusion is that companies say they have ethical
standards and make sure that people they do business with are ethical, too. Some
companies may have to face up to the fact that, across the board in many situations,
they are imposing on their whole network higher ethical standards. It may be
perfectly acceptable and legal in other settings with other people and other
countries; but their company is going to make sure the standards are above what
people are used to.
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THOMAS SAGER: That's exactly right. That's how we approach it.

JACK FRIEDMAN: Can you comment on that? How do you decide where
you're going to raise the standards?

THOMAS SAGER: The standard applies to consistency in terms of approach
and that's how we take it, whether its human rights or bribery or whatever the
subject might be and if our bar is higher than the country in question, so be it. We
will find some distributor or some partner who will adhere to the standards. There
is not a lot of negotiation allowed.

It may sound arrogant and it may sound "the American way", but that's the
way it is and that's how we remain compliant.

Does anybody disagree?

BLAKE COPPOTELLI: I'd just like to add that the human rights aspect of
ethics is very important and I'm glad you touched on that. Not only on the
corruption side is there a small indication of that within the statutes that I've
mentioned, but recently the SEC added a conflict minerals requirement on
multinationals that have conflict mineral issues. The OECD, as well has enacted a
rule with guidance on conflict minerals which is all human interest-related.

At the core of the requirements is the third-party management of the issue
and the vetting and the screening and making sure that the supply chain up-and-
down from beginning to end shares the same core values.

THOMAS SAGER: Exactly, very good. We have a question over here.

[AUDIENCE MEMBER]: Good morning, thank you. You may address this
question in the other materials, but I would like to come back to this issue of
engaging individuals. I'm particularly interested from an in-house perspective
where there can be tension between business people who may be very well-
intentioned in trying to open new markets and finding themselves having to engage
individuals as opposed to companies to help them in those markets.

There are many parts of the world where this is an issue. The first is a U.S.
standard of how we do business. It seems that you are assuming that people are
corrupt. It's not necessarily that anyone is pointing to a smoking gun. It's more a
cultural issue of how you approach it.

What are some of the strategies for grappling with that and also how do you
deal with individuals short of saying, “I'm assuming that you may be corrupt.”
That person is an outsider and you have to manage him and make sure he is actually
complying. Especially if you aren't sure whether that person has fully internalized
what you expect of him.

MICHAEL FEINBERG: I want to make two points.

First, a contrarian point. There is a fundamental policy question inherent in
the premise of your question. Western legal principles and standards are being
imposed on Western corporations that are engaging in businesses in emerging
markets. Inherent in your question, however, is whether Western corporations are
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being placed at a competitive disadvantage by being prohibited from engaging in
conduct that non-Western or emerging market corporations are permitted.

Taken to its logical extreme, if two companies are both seeking a lucrative
contract and the emerging market company is permitted to retain the services of a
finder that is known to pay bribes, but the western company is prohibited from
retaining that same finder out of bribery concerns, who do we presume is going to
get the contract? Who is going to get the rights to the natural resources? It's a
complicated question. It's a global policy question.

Second, I do not want to belabor the point that was raised earlier regarding
the 1importance of structure, documentation, vetting, due diligence, and
transparency, but a corporation needs to be able to document the nature and extent
of the due diligence conducted.

You may ask, why? A mentor of mine once reminded me, “Show me a town
of 5,000 people and I will show you a town with a jail.” No company is going to
get it right 100 percent of the time. When a rogue individual does something
troubling, when a mistake is made, when the employee pays the bribe, or the wheels
are greased, an institution will want to be able demonstrate the scope of their
efforts:

Look, we did everything we could. We told this guy 37 times he can't
pay an official. We had him sign affidavits and declarations saying he
wasn't going to pay the official. We vetted him. We had a third party
vet him. At the end of the day, we're not police. We're not following
him around and making sure he doesn't do that. The money did not
come from my company's account. He fronted it and when he got paid
at the end, it was not our dollars.

There are many ways to demonstrate a company’s internal controls. In the end, the
company will want to be able to demonstrate the absence of a systemic problem:
“It's only one finder, not 40.”

Turning to Tom's example of vetting 3,000 salespeople, the company’s ability
to evaluate all the personnel will be significantly more challenging than a
company’s ability to assess a single finder. The costs associated are going to be
very different, the obligations will likely be very different, and what is considered
sufficient or adequate diligence may, ultimately, be very different.

THOMAS SAGER: The point is well taken about documentation but the
engagement is where the impact is felt. You can do it in a nonjudgmental way and
it has to be the face on the ground. You can say to the distributor unequivocally,
"We do not compete in this manner. If you lose an account or an opportunity
because somebody's doing something unethical, it's okay." That's the type of
conversations we have with our people, particularly the newer bodies to the team.

I can't emphasize enough engagement. When I was looking in China we
engaged a number of general counsels. One was with Walt Disney and we talked
about corruption in China. He said, “Tom, the only way you get at it is through
one-on-ones with your employees and every third-party you're dealing with. You

Copyright © 2014 Directors Roundtable



21

do it in a purposeful well-thought-out way without coming across as judgmental.
Without assuming the person is corrupt and has to be monitored.”

That's labor-intensive, but it's the most effective way to get at this whole
issue of third parties.

SANJAY BHANDARI: [ want to make two quick comments on that in
response to your question. First there's the policy issue that was raised and what I
suggest is that policy question has been answered for U.S. companies and it's
increasingly being answered overseas in the same way.

We’ve all been reading about the anti-corruption party in India and their
ascendance. Brazil has passed its own anti-bribery act that’s more robust than even
the U.S. version. The climate is changing. It’s changing very rapidly.

The second thing is to take a slight contrarian view to what Michael said, and
that is, the checklist approach that is often taken with respect to third-party due
diligence. You do a risk-based due diligence and then you have them sign certain
covenants. You get audit rights, you get termination rights. You get a vacation
every year. We’re done; right? I push out all of my training and I’'m good. I can
show that I have five certifications. Here are the five times I pushed out all of my
training; I’m in the clear.

Agencies don’t view it that way when you read the Morgan Stanley
declaration. For example, they took the time to explain what they did. At least one
of the things that they were persuaded by was that it was a genuine commitment.
There was a variety of online training. Morgan Stanley was not taking the “simply
check the box” approach.

When you have third parties with inherent cultural forces that create a
problem, you need to do more with them. There is a little bit too much emphasis on
“check the box” and not enough recognition of the fact that they may need a
specialized handling. You’re going to need to engage them on a cultural level; one-
on-on, on a human level. Assess who they are, what’s their cultural? What’s their
reputation?

When you do your online trainings of your own people, it’s not enough just to
have some secretary of the third-party click through your online training and then
say they were trained.

Where it’s important, you want every single person at that third-party who’s
going to be doing significant business for your company to be well-trained and
share your values.

Finally, where it’s important, the companies need to do more auditing of third
parties. It’s hardly ever done. It can be done in a variety of ways. It doesn’t have
to be a huge endeavor with outside counsel and outside auditors. It can be one of
your own internal people just sitting down with them, and looking at a few accounts
to test a few things. You’ll get response.

JACK FRIEDMAN: Many years ago I sat in on a class of a famous Harvard
professor of international corporate law. He was asked, “Are American companies
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more ethical in their dealings around the world?” At that time some of Latin
America was known for corruption. He answered is, “Yes, because of the IRS.”

We had better audits by the IRS and better control over tax reporting by U.S.
companies. It forced American corporate operations to be more honest.

[AUDIENCE MEMBER]: Some of the current red flag countries are some of
the fastest growing economies in the world.

Many of them, like India for example, have anti-corruption statutes; indeed
India’s mirrors the UK’s to a significant degree. Brazil, Nigeria, China, where
everybody is a government official and if you do healthcare you know how
attenuated the activities of your representatives are.

Can we get more specifics on emerging tools to conduct audits and follow up
on third parties? For example, Angela described some useful evaluative tools
internally to check on the viability of compliance programs. [ see an emerging
battery of quantitative third-party tools available to monitor, to test the conduct of
third-party Asians; especially in red flag countries.

Can you comment on that and talk about specific tools?

SANJAY BHANDARI: Sure, it's going to vary greatly industry-to-industry
and by the type of third-party that you’re dealing with. For example, one company
has a particular procedure that they use for auditing trucking companies in
Azerbaijan. When they go there they want to see certain accounts and they want to
talk to these people versus when they’re talking to a sales agent in Turkey.

It’s going to vary by the type of industry and the type of risks that are
presented. For Pharma and in those countries, you’re going to want to pay
attention to the Indian equivalent of Advamed and the Pharma organization there.
Also look at their professional codes, because the last time I looked at them they
prescribed some conduct that was a little bit different.

You would look at the particular interactions that pose the most threat.
Examples would be the gatherings of key opinion leaders and sales interactions
with hospitals and doctors. That’s what you would be looking in your distributor’s
books.

You want to check travel, their use of travel expenses, travel agents that they
use. It’s going to be very fact specific.

ANGELA STYLES: A number of the defense companies that are working
internationally have been working with a few companies in the UK on developing
tools their employees can have on their iPhone, all the things you have to walk
through when you’re sitting there dealing with a third-party.

Not necessarily the documents, but a checklist of questions to be asked, and
they’re getting pretty sophisticated. There are folks walking around literally with
it on their phone.

JACK FRIEDMAN: There is now an investigation app?
ANGELA STYLES: It's hard to remember everything. It's really helpful for
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people. If I am dealing with a particular type of buyer or a particular type of third-
party and my company thinks it is important it can be quite helpful.

THOMAS SAGER: Did we answer your question?

[AUDIENCE MEMBER]: That was a useful answer. Thank you.
THOMAS SAGER: Great.

SANJAY BHANDARI: There is one other question in the front row.

[AUDIENCE MEMBER]: I focus mostly on representing companies doing
business in China and Chinese investors doing business in the U.S. I hear a lot of
things about China, Asia in general, and I often say “What is considered to be
corruption in the rest of the world is considered collaboration in China.”

Having said that, there is a lot of discussion on documentation and structure
that is important. Often times it is not so much what is said that is important but
who says it.

Particularly in China where there is somewhat of a top-down hierarchy, is
there enough commitment from your clients? Tom, how often do you go out to your
sales people and make that presentation? There is nothing better than a handshake
and face-to-face discussion; particularly, in a country like China.

I’d be interested in hearing about experiences in terms of commitment from
the boardroom.

THOMAS SAGER: I’ve spent too much time in China. (Laughter)

I find the engagement is critical, so town meeting forums are an ideal setting
in which you can engage a fairly large cut of your organization and address these
issues in a very direct manner. A lot of the action occurs doing business in China,
at least for DuPont, when you do joint ventures. The question becomes, “Are your
core values going to be part of that entity?”

That’s where the tone at the top really comes through forcefully and that’s
where you can make a big change in terms of how that joint venture approaches the
business at-large and where the conversation needs to occur from the outset.
Typically they’re 51-49, as you know. You’ve got to be strong in your conviction
that this is the way we have to operate if we’re going to do business with you and
do business in China.

That’s one of the big areas in which I’ve spent a lot of time and energy in
negotiations and then following up through the audit process. That’s served us
reasonably well.

JACK FRIEDMAN: We had a program here in Washington a few years ago
with Jim Comey, who at the time was Global General Counsel of Lockheed and is
now the head of the FBI. He said he had small children who noticed every little
thing that their parents did to see how the parents’ actual conduct related to what
the children were told.

He felt that employees of organizations do the same thing. Employees watch
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every little thing to see if their bosses live up to the rules.

An issue in ethics is how you set the example at the very highest level of the
company.

THOMAS SAGER: Excellent point. We haven’t mentioned remote locations
and how problematic they are. There are fewer employees. Typically there is a
strong-willed person who is overseeing the operation and they are really at risk.
For companies such as DuPont where we keep a very small office the question is:
“How do you engage them in a very meaningful way and frequent enough that the
message is communicated in a way that that office understands the importance of
compliance and the core values?”

Does anybody have any thoughts on how you tackle the remote location
issue?

ANGELA STYLES: That's very interesting, because the Department of the
Air Force has been quite focused on this issue lately and the head of the Suspension
and Debarment Office for the Air Force has been out making speeches and actually
has an article about this small site issue. A couple of important points he makes is
that a small site being run by one person needs constant contact and communication
with people outside that chain. On military sites, where you have a contractor, it
can be hard to get to them. It takes two hours to get through the gate and check on
those people. They are literally posting their hotline signs back up because they
know somebody from the company is coming in the gate and they were alerted to it.

The most important thing they’ve found is checking the accounting and
financials and the ability of the people at that small site to make purchases on their
own. Two is the change that they have outside. If there is something going on
those people will frequently meet with people that aren’t in their direct chain.

THOMAS SAGER: Very good point.

BLAKE COPPOTELLI: I would just add it’s not just about oversight or
monitoring in remote locations. It’s creating a perception within the location that
they’re not remote. The point that was just made to change the culture so that they
feel that there is a relationship with senior management.

Senior management need the top-down commitment demonstrated through
their direct participation in the education of the remote location employees. Then
they feel less remote and more a part of the family.

Training doesn’t stop at the end of the module. Training doesn’t stop at the
end of the conference or the internal meeting between lower management and line
employees. An effective tool of training, which is an unintentional benefit of what
was just mentioned, is to have senior management show up and create the
perception that there is a family atmosphere and we’re all committed and we’re all
in this together. That is as critical a training tool as anything else.

THOMAS SAGER: Excellent. On this particular subject, the only point I
would like to make is again, that there’s an individual employee responsibility and
they have multiple ways of communicating concerns with respect to the conduct
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they have observed. We are at the other end of the spectrum from an ombudsman.
We think the avenues that we provide and the responsibility the employee
undertakes should be sufficient enough to drive the culture to where we want to
ultimately be.

Post-Sarbanes-Oxley, we have this in all of our proxy statements. It is with

I T rospect o how the hotline can be of

assistance and how one can register a

The DuPontApproach (continued) complaint, particularly those external to the
Following passage of the Sarbanes-Oxley Actin 2002, DuPont Company. ThlS 1S Somethlng yOU. all Should
established an anonymous hotline through which third parties (and . N . .
employees) may raise issues. The hotline is publicized in the haVC lf yOu don t already 1n yOuI‘ publlC
Company’s annual meeting proxy statement. Very small percentage of . .
issues raised comes through this hotine. dlsclosures g01ng forward.
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to shift to an interdependent culture so that

I’'m my brother’s keeper so to speak. We’re

scciuncion andhandied n & i procedures e shed by there in the area of safety; I'm not sure

SRR e were close in the area of ethics but we're
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I call your attention to new employee misconduct. We’re in the process of

I [ [crcvel now. in which we will be hiring

2013 Focus 40,000 people by year 2016. We’'re
— addressing attrition and growth. A lot of
Support BuNinesd Prsicents and oMar MNICT K040 in . .
“WTERDEPENDENT CULTURE"SHFT | ) EMca s Compiance i cngoing uscuss cuturs them will be external to the United States.
T b
T ——— S — What we’ve fougd over the last se?veral
ENGNTFUMEORENDR [ e Toesinte . ey mrgeg years is the incidents of confirmed
violations in ethics are disproportionately
Drreiop and impiemant 100N 10 Melp Dutensases and . .
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- We had to double down on our

onboarding and our orientation and now we
have buddy systems in place. Every new
employee is assigned an experienced
employee who they can go to and ask any questions they have with respect to core
values. It serves us extremely well and I offer that as a strategy to address the new
employee dynamics.

Connect Ethics and Compliance to Competitive Advantage

That employee who is sitting and watching this presentation, who doesn’t
understand the culture and complexity and completeness can ask questions about
what he observed such as, “Should I be reporting this to someone?” That has
served us well in a number of incidents and situations. We have a question.

[AUDIENCE MEMBER]: A couple years back I heard a keynote address by
Preet Bharara at the SIFMA conference, the Securities Industries and Financial
Markets Association conference.

He was talking about the same issue on training. Training new employees can
be so much orientation that it becomes disorientating. Someone walks out of a
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week of training sessions and their head is spinning. They’re not really sure where
that comes out.

His suggestion at the time relates to something Blake mentioned in his earlier
remarks. If on the first day of a new employee arriving at your company, his ethics
training consisted of walking him into the office of the CEO and the CEO looked at
him and said we don’t lie, we don’t cheat, we don’t steal. We behave ethically,
honorably, with integrity in all circumstances. Do you have any questions?

That’s the ethics training for the first day. From that point on we’ll let that
sink in and then we’ll give you the detailed training afterwards.

Does the panel have any thoughts on that?

THOMAS SAGER: It's far too simple. (Laughter) Those gray areas are too
many and multifaceted. That approach doesn’t lend itself to understanding the
culture and how one goes about addressing questionable situations.

It’s a cadence you develop being with the orientation. We’ve talked about
the safety contacts and ethical contacts when the meeting starts. We talked about a
town meeting that starts off with the theme around ethics. We talked about the
ethics certification.

All of those things should come in a fairly well and measured fashion with a
constant reminder to the employee that this is very important. I’'m of the dripping
school. The more you drip, the more they’ll inculcate and internalize and hopefully
will get to that inter-dependent culture, but somebody else might have a different
view.

[AUDIENCE MEMBER]: It's not so much a different view Tom, but I was
very struck by what you just said about your sense that it tends to be the newest
employees, the newest personnel who not always, but often times are the root cause
of issues. I would put to the panel a related question and that is whether to be
provocative, profiling is pertinent and appropriate to good ethics and compliance
policies. Is it good policy to be targeting, however you define populations,
populations that you think tend to be high risk?

ANGELA STYLES: It’s important to recognize the people coming into your
company are likely to not have the same values as you; whatever age they are.
While I wouldn’t call it profiling, it is important to recognize that you have to
inculcate them into what your ethics and values and culture are. They didn’t get it
from home necessarily. They didn’t get it at their last company. You really do
have to train them in terms of what you believe ethical thinking is: ethical values
and how you make ethical decisions.

I want to make everybody feel a little bit better on the piece about people
coming in to a company and not being what you need them to be. These are three
stories that have come out in the past six months, and it isn’t just about companies.

The Air Force Academy is investigating whether 40 freshmen cadets cheated
on chemistry tests. Thirty Navy supervisors were suspected of cheating on written
tests to be certified as instructors at the Nuclear Propulsion School. Ninety-two
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nuclear launch officers are suspected of cheating on launch proficiency tests. This
is all in the past six months.

These aren’t issues that companies are just struggling with, particularly on
the new people and profiling and trying to figure out what people do we really need
to train in our ethical values.

JACK FRIEDMAN: Since you work so much with government contracting
including the Defense area, I understand that the Defense industry in general has
the longest and most intense history of compliance and ethical traditions compared
to any other industry.

Could you tell us some hard lessons that have been learned or practical
techniques people use in the Defense industry that might be applicable elsewhere?

ANGELA STYLES: First, it’s a highly regulated industry. The most
important thing the Defense industry has learned over time is when you have
suppliers, they’ve learned how to audit them, how to insure that the certifications
are accurate so they can comply with the “Buy American” requirements and rules
about specialty metals and things like that.

Most importantly for what we’re talking about today, is the Defense industry
has learned over time the difference between compliance and ethics. You can walk
into any company and have beautiful policies and procedures. They’re just
wonderful. They look great. They cover every issue you could possibly think of.

But there’s no tone at the top. There’s no training on ethics. There’s no
training on ethical decision-making.

You can’t regulate every action. You cannot have a policy or procedure that
your employees are making. What is most important is to train them in ethical
thinking. How do I make a decision that is right, that is consistent with what this
company wants when there’s not a rule?

I’11 tell you, 70 percent of the time there’s not a rule for them. They need to
have a way of thinking that will lead them to ask the right person or lead them to
make the right decision.

JACK FRIEDMAN: Some years ago the Dean of the Harvard Business
School sent an e-mail to alumni saying that he was upset that Skilling at Enron was
a Harvard Business School grad. He decided that instead of having a separate
ethics module in the first year curriculum that each first year course was to have
some content that incorporates ethics issues. This applied to production, finance,
marketing and so on.

That was his conclusion about how to do it.

THOMAS SAGER: Thank you. Did anybody want to respond to the question
about profiling?

[AUDIENCE MEMBER]: In technology, they’re pushing a concept called
big data and data analytics. They are trying to gather as much information as they
can from multiple sources internally and externally to look for behaviors that could
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be corruptive in this area of ethics violations.
How do you weigh in on that and how do you feel about it?

THOMAS SAGER: I don’t think I’'m knowledgeable enough to give you a
meaningful response.

We always talk about red flags and I know you have regions that are part of
the heat map and you’ve got red flags. The hypothetical that we were going to
discuss with you illustrates a great example where red flags were surfacing and
nobody within that hypothetical company picked up on them. If they did they
tended to ignore them.

I’m not sure that is a form of data analytics.

ANGELA STYLES: 1 think some of the Defense contractors are getting
pretty sophisticated at it because of their clearances and dealing with classified
information.

The employee surveys that they conduct are not just 10 questions, more like
100. They are just what you want to answer as an employee. They are taking
information from two directions: 1) the one-on-one employee survey (and they’re
slicing and dicing that data) and 2) using their laptop data on all kinds of big data
and analytics because they don’t want to end up in a Navy Yard situation.

Dealing with classified materials they are almost required to go in that
direction.

[AUDIENCE MEMBER]: Isn't there a privacy issue in the big data mining
looking for ethics violations?

ANGELA STYLES: Absolutely.

THOMAS SAGER: Certainly from a personal perspective that would be
problematic.

JACK FRIEDMAN: What are the legal problems with an investigation in
terms of the rights of the employee?

In France if you begin an investigation you must tell an employee within two
days that you are conducting an investigation.

THOMAS SAGER: Michael do you want to respond?

MICHAEL FEINBERG: Yes. Unfortunately, we only have limited time left
to discuss some of the issues with doing such an investigation.

First, and foremost, a primary issue concerns data privacy and client security.
Different nations have different laws. An investigation in the District of Columbia,
will be handled quite differently from Japan, China, Brazil, or Russia both
forensically and how the company handles legal issues concerning interviews,
privileges, and the attorney-client relationship.
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| While the U.S. law imposes

certain obligations, in foreign
SelectedIssues for Multinational Companies jurisdictions, the ability to review e-
. mails, interview  witnesses, and
+ Local legal requirements related to labor and data
protection, particularly in the European Union, must be access personal accounts may be
accommodated. dramatically different. There are
- Companies must be sensitive to cultural differences certain places in the world where
across regions and ensure that local programs are : : .
tailored to encourage reporting such . a review 18 Slmply more
restrained.
+ In the wake of the SEC whistleblower bounty program,
companies must work even harder to ensure employees For 1instance materials that
raise concerns with the company first rather than report . ’ . .
directly to the SEC may be considered ordinary business
« Are financial incentives a viable option? records in the United States may be

considered a “state secret” in China.

=== * The broad definition of “state

secrets” in China makes identifying

and excluding information from a review or production to a regulator quite

complicated and politically precarious. Consequently, the ability to undertake a

U.S.-styled internal review is complicated by the potential for limited access to
certain communications and accounts.

Going to the big data point raised in the audience member’s question, ethics
can be difficult and complicated to implement. Ethics requires an intense
understanding of the culture of business, as well as many other factors, if a
company is going to “get it right.” All of the things we mentioned today are part of
a more universal way to think of ethics, but there is no one silver bullet.

THOMAS SAGER: Michael one of the moments for me was when I was in
China for the 12th time. Self-disclosure is not something they understand or is part
of their culture.

MICHAEL FEINBERG: It may not be part of the domestic culture.

We have all heard the law-school anecdotes: an employee in Japan refusing
to permit a female attorney in the room; the employee who proceeds to lie to the
attorney for two hours in an interview, rather than impugning a supervisor.

How do you handle different norms in different cultures? Imposing U.S. law
and U.S. styled investigations globally is something we are facing every day. It is
making the investigations very complicated.

SANJAY BHANDARI: Just to return to Jack's question for one second.

There is something the company should have in the toolbox when you’re
building out your hotline and your other procedures for getting information. You
need to also have localized country-specific procedures for responding to it because
of the point Jack raised.

That’s true in France and it’s also true in Brazil that unless you respond and
take an employment action, there is a data privacy component. That’s what Jack
was talking about. There’s also a labor law component in these countries. In
Brazil and many other countries, unless you respond within 10 days, you have to
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decide whether you’re going to take an adverse employment action from the time
you received the information.

If you don’t take that action within that timeframe, you can’t terminate that
employee even if you find that they committed misconduct. They violated your
policy or they breached their contract. You need to know that in advance. It’s a
very short timeframe.

MICHAEL FEINBERG: Another example concerns UpJohn warnings.

When U.S.-trained lawyers travel abroad and issue Upjohn warnings,
employees located outside the United States may react very differently from U.S.-
based employees. The foreign-based employee may immediately stop the interview
following an UpJohn warning, saying “I have no idea what happened.” However, if
counsel does not Upjohn the foreign-based employee, the company itself is put at
risk.

The intersection between domestic culture and norms with U.S. legal
requirements raises complicated issues for U.S.-based companies and U.S.
practicing lawyers.

JACK FRIEDMAN: For our transcript and for those who are here that are
not familiar, what is Upjohn?

MICHAEL FEINBERG: Certainly. Upjohn is also known as a corporate
Miranda warning (Upjohn Co. v. United States, 449 U.S. 383 (1981)). In short,
Upjohn is the notice an attorney gives an employee informing the employee that the
attorney represents only the company and not the employee. The attorney informs
the employee that the privilege over communications with the employee belongs to
the company, and that the company may choose to waive this privilege and disclose
what the employee says to a government agency or other third party.

THOMAS SAGER: Blake?

BLAKE COPPOTELLI: The only thing that I would add to what Sanjay said
is, not only do you need a local plan, but you also need a crisis-management for the
first 72 hours when a critical issue is communicated internally within that company.

There are a lot of issues that arise and it’s right to counsel issues. It’s
privilege issues. It’s resourcing and staffing for the investigation. There are PPAR
considerations for the investigation.

There are PPAR considerations that the company might have to consider
regarding its reputation should the incident or the facts you’re investigating come
to light in some way. That first 72 hours is critical, and it could determine the
successful result of an investigation for that company. That 72-hour plan needs to
be fluid and flexible because every circumstance is different, every jurisdiction is
different. The laws are different. But as part of that you need to have local
counsel and resources mapped out.

You need to be able to, from an investigative standpoint, rely on a core group
of local resources even if the investigations for independence purposes is being
managed and supervised from a different jurisdiction, such as the United States.
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To add to something Mike said, you may not send a U.S. lawyer into Asia to
conduct interviews. You may have local counsel or local investigative resources do
those interviews because of the cultural issues that you may have to face in
conducting that investigation.

You want to make sure that

you're completely familiar with

Four Archetvpes Of Culture the local laws related to what
typ Mike was saying which are
blocking statutes. That’s what

they’re called. They block the
ability of data for instance, and
other information from being
disclosed to the company or to
third parties.

ANARCHY & BLIND
OBEDIENCE

INFORMED INTER-
ACQUIESCENCE DEPENDENCE

LAWLESSNESS

Everyone acts Everyone does Everyone Everyone acts on

R meres kpe  Ehee THOMAS SAGER: As you
Mowdlessof  Memasos | abidebyhem  cveryonenotjustto think about your cultures, you
Gramicor  aionnerdsr  reuwetie  alsot enswrethat might want to begin to think about
cEen oredl.  Tweow  ewmvemitw,  where they are on the evolution. 1

#3606 LENA - LEN Bragrmeary sns Conidarenl. s for Eadncrburion “live” by them

would submit to you that the
interdependent culture is where
you would ultimately want to be.

I also wanted to talk about whistleblowing. We’ve addressed the first two
points quite adequately but I wanted to propose to the panelists the issue of
whistleblower/bounty programs. Should companies consider financial incentives
within the company itself as a way to address or cut off some of the whistleblower
activity that they may be incurring or encountering? Thoughts?

JACK FRIEDMAN: It's the first time at one of our programs that someone
has raised the idea of having a payment system for people to come forward and tell
you what’s going on.

Business Ethics Bulletin— A Training Tool

THOMAS SAGER: You are
rewarding them for what they
should be doing in the first place.
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It's a good question.

Employees are paid not only
to perform a function, but also to
perform the function in an ethical
employee and legally compliant
manner. [ would posit that every
employee gets paid to be a
whistleblower and to incentivize
someone to become an extra-
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special whistleblower at the expense of others seems to be counterintuitive to the
culture you’re trying to foster within the company.

At the same time, however, I do not believe that a company should punish
employees for whistleblowing — indeed, such punishment is prohibited. Besides the
legal ramifications of inhibiting whistleblowers, I believe you want to encourage
employees to do “the right thing.” Importantly, the company wants to avoid
supervisors instructing and subordinates to bury issues. A supervisor should not
say, “Look, I understand that could be an issue. We don’t want to raise that right
now. We’ll deal with our financials in the next quarter.” Rather, you want the
supervisor, the subordinate, and everyone in the firm to be incentivized to report
issues as quickly and as articulately as possible.

THOMAS SAGER: Contrary view?

BLAKE COPPOTELLI: TI'll just add one thing. The guidance that I
mentioned from the Department of Justice and the SEC talks about incentivizing
compliant behavior and they’re all for it.

There’s an implication that there is a regulatory expectation that compliant
behavior should be incentivized. That is different from the issue of the
whistleblower.

The issue with the whistleblower should be a separate point of analysis from
what the DOJ and SEC expect. When you incentivize whistleblowing, you in effect
incentivize the discreditability of individuals who are part of the reporting process.

THOMAS SAGER: Contrary view. Do we have one?

[AUDIENCE MEMBER]: This is a very important issue. The Enforcement
Division of the SEC does not like the idea that a company would offer to pay
somebody more for making a report internally rather than going directly to the
SEC. I have heard of creative efforts by companies to basically structure it to say,
you will sign you are going to comply with our internal reporting procedures and
report to us. We’re not going to pay you for that, but you’re going to agree that
you will forego any whistleblower bounty.

At the end of the day if you go to the SEC you cause them to do an
investigation.

That’s creative, but the SEC doesn’t like that either. They really want this
reporting provision to be unfettered.

THOMAS SAGER: Excellent. Thank you for those comments.

ANGELA STYLES: There are some companies that have started to incent in
bonuses and salaries for leaders and managers an element of ethics. They are
trying hard to measure it. Take the cultural survey that’s being done. If your
entity is scoring high on the cultural survey, then you’ll get a bigger bonus is really
hard to do from a compensation structure perspective. There are a number of
companies that are trying to incent the managers and leadership by how ethical or
compliant their sections are.

Copyright © 2014 Directors Roundtable



33

THOMAS SAGER: Walk the talk.

MICHAEL FEINBERG: 1 would also add that companies are investing in
compliance and internal control. As you probably already know, JP Morgan
recently announced the decision to increase the compliance budget from $1 to $2
billion in 2014 and, according to senior management, such an expenditure will
remain at that level for the foreseeable future.

Such an effort is a different spin on the idea of rewarding compliant culture.
It’s the company saying this is important to us. It’s more than words or
engagement; it’s “putting your money where your mouth is.”

The increased expenditure represents a public effort to take compliance
seriously and, notably, provided the bank with a positive news-cycle.

THOMAS SAGER: I'm going to skip ahead, we had some hypotheticals but
we don't have time for those right now.

B T | Tvo o three  closing  thoughs,

obviously the point Angela made with respect
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which issues identified are addressed culture and drive the importance of doing the

right thing. Then, foster that environment by
encouraging people to come forward and
raise those concerns. Your companies Or
clients will be better off at the end of the day.

I wanted to turn it back over to Jack, our emcee and host for any comments or
perhaps questions or provocations he might want to offer.

JACK FRIEDMAN: There is a quote by T.S. Eliot that I admire. He said,
“They constantly try to escape from the darkness outside and within by dreaming of
systems so perfect that no one will need to be good.” The fact of the matter is that
personal integrity counts and not just the systems that firms try to put in place.

I would like to close with a question for Tom. What is your vision about the
issue of whether companies that are more ethical may be at a competitive
disadvantage? If you can’t bribe to get a contract in some countries, how do you
deal with it?

THOMAS SAGER: Certainly we have all experienced a transaction that may
have gone the other way because somebody did something untoward or we
considered it to be. When you lift it up and you think strategically about this
whole issue, about core values and whether it brings a competitive advantage,
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without question it does.

Our President of the United States set a great example, by the regulations
they put forth with respect to wanting to know the ethical or the compliance track
record of perspective bidders for government work. That is the tone that needs to
be set, certainly by the federal government.

Quite frankly, we’re finding we’re getting more business because of our
reputation in the marketplace in certain sectors. Unequivocally it is in your
company’s competitive interest and it brings the advantage if you have core values.

JACK FRIEDMAN: They are related to corporate success.

SANJAY BHANDARI: On that point, there have been statistical studies,
Ethisphere Magazine, for example, publishes an annual survey and they track and
rank the most ethical companies. There is a correlation between sustainable
economic successes, a statistically significant correlation between that and how
they rank in terms of their client system.

You might goose things for a brief period by engaging in unethical conduct,
but eventually the chickens are going to come home to roost.

The other thing is in a lot of situations where we’ve been called in to look at
a problem after the fact and clean it up, what we find is that the non-compliant
behavior was not really a competitive advantage. It was a product of ineffective
salespeople.

JACK FRIEDMAN: People who are unsuccessful and cut corners because
they were desperate?

SANJAY BHANDARI: Right.

JACK FRIEDMAN: The Directors Roundtable is built upon not only the
expertise of our Distinguished Speakers, but also the participation and involvement
of the audience. I want to thank everybody for coming and especially Tom for
inspiring and creating this topic for us.

THOMAS SAGER: Thank you.
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established in his name and given in recognition of his individual efforts and achievements to promote
diversity in the legal profession and will be presented annually. In 2001 he received the Spirit of
Excellence Award, presented by the American Bar Association Commission on Racial and Ethnic Diversity
in the Profession. In 2009 Mr. Sager received the CPR Corporate Leadership Award. Mr. Sager also was
recently recognized by The National Law Journal as one of the 40 most influential attorneys in the past
decade, and was featured in American Lawyer Magazine as one of the top 50 Legal Innovators. In
November 2011, Mr. Sager received the Community Legal Aid Society’s Founders’ Award in recognition
of his contributions to the cause of equal access to justice.

DuPont (NYSE: DD) has been bringing world-class science and engineering to the global
marketplace in the form of innovative products, materials, and services since 1802. The company
believes that by collaborating with customers, governments, NGOs, and thought leaders we can help
find solutions to such global challenges as providing enough healthy food for people everywhere,
decreasing dependence on fossil fuels, and protecting life and the environment. For additional
information about DuPont and its commitment to inclusive innovation, please
visit http://www.dupont.com.
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Michael L. Feinberg is a Counsel in Cahill Gordon &
Reindel LLP's Securities Litigation & White Collar Defense practice
group.

Michael advises global financial institutions, broker/dealers,
hedge funds, corporations, and their directors and officers in complex
securities litigation, internal investigations and regulatory inquiries
and enforcement proceedings by governmental agencies and Self-
Regulatory organizations including the U.S. Department of Justice, U.S.
Securities and Exchange Commission, U.S. Department of Treasury,
U.S. Commodity Futures Trading Commission, FINRA, State Attorney
Generals, state securities regulators, the U.K. Financial Services
Authority, and the European Commission (DG Competition).

Prior to joining Cahill, Michael managed complex litigation,
internal investigations, and regulatory enforcement proceedings at
Credit Suisse during a period of unprecedented enforcement activity
focused on Wall Street. Earlier, Michael was a litigator in private
practice where among other matters, he represented the underwriting syndicate in
the Refco multidistrict litigation, one of the largest MDL’s in U.S. history.

Cahill Gordon & Reindel LLP was founded in 1919 and

GAH I L quickly built a national reputation for excellence in the

financial and corporate areas. During the mid to late 1930's,

Cahill earned status as a "Securities Act" firm and during and after the Second World War, under the

leadership of John T. Cahill, the legendary former U.S. Attorney for the Southern District of New York,

Cahill grew dramatically. Maintaining its innovative corporate law practice, the firm also came to be
counted among the leading litigation firms in the nation.

Cahill has thrived for nearly a century by focusing on the most significant opportunities and
complex challenges facing the top financial services firms and other multinational corporations. Our
premier transactional and litigation groups have developed impressive records of accomplishment in
high profile cases and headline-grabbing deals. Cahill lawyers are highly client-driven. The firm is
specifically chosen by clients because of our experience, depth of knowledge and facility in managing
challenging situations.

Cahill is known for innovative trial strategies and financing solutions that draw on the strengths
of the entire firm and reflect a wider perspective than that typically afforded by the specialized niches
and micro practices that make up a large law firm. A passion for challenging and distinctive work is at
the heart of our firm culture and explains why Cahill consistently wins cases and ranks among the most
active firms in the financial league tables year after year.

Among our ranks are lawyers who joined Cahill following distinguished careers in the Securities
and Exchange Commission, United States Department of Justice, Department of the Treasury, Federal
Trade Commission and other federal and state agencies.

Our lawyers are committed to advancing the goals of not-for-profit organizations through our
pro bono program, and we are proud of our unique partnership with The Legal Aid Society, which helps
disadvantaged New Yorkers, including children, immigrants and the disabled achieve justice under the
law.
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Angela B. Stylesis a partnerin Crowell & Moring's
Washington, D.C. office and co-chair ofthe firm's Government
Contracts Group. Prior to joining the firm, Ms. Styles served in the
federal government as Administrator for Federal Procurement Policy
within the Office of Management and Budget at the White House, a
position requiring confirmation by the United States Senate. Ms.
Styles also served in the General Services Administration Public
Buildings Service in a Senior Executive Service appointment. In these
positions, Ms. Styles was responsible for the policies and regulations
governing all purchases by the federal government. Ms. Styles led
presidential initiatives on federal contracting and worked on a wide
variety of legal, legislative and policy issues associated with contractor
ethics, federal contracts compliance, homeland security, terrorism

also chaired the Federal Acquisition Regulatory Council, the Federal Acquisition Council, and the Cost
Accounting Standards Board.

Ms. Styles' current practice concentrates on government contracts counseling and litigation,
including procurement ethics and compliance, civil and criminal fraud matters under the False Claims
Act, mandatory disclosure, procurement integrity, the Anti-Kickback Act, GSA Schedule contracting with
an emphasis on pricing issues, GSA leasing, and Buy American and Trade Agreements Act compliance. In
addition, Ms. Styles conducts complex internal investigations, corporate compliance reviews, and
training programs on ethics and public sector contract compliance.

Most recently, Ms. Styles' counseling practice has focused on advising clients on federal
mandatory disclosure rules, suspension and debarment, and compliance with multi-faceted federal,
state and local contracting requirements under the American Recovery and Reinvestment Act (ARRA) of
2009. Ms. Styles also has extensive experience advising clients on complex appropriations and Anti-
Deficiency Act issues.

Crowell & Moring LLP was founded in 1979 by

. 53 lawyers who left a large national firm to begin a

C_'['Dwell r" : different kind of law firm. Since then, we've grown to

mDrlng 500 lawyers in Washington, D.C.; New York; San

Francisco; Los Angeles; Orange County; Anchorage;

Cheyenne; London; Brussels; and affiliate offices in Cairo and Riyadh. And we've created some
impressive milestones along the way.

We structured our leadership team like a business instead of a traditional law firm. This
innovative approach helps us operate more efficiently and make smart decisions faster.

Of course you want results. But “winning at any cost” is rarely, if ever, the right answer. What
you want is consistent, high quality results, delivered on time and under budget. In short, “no surprises”
— ever. Our holistic approach to pricing, legal project management, and continuous improvement is
tailored to you, and your needs. We achieve all that and more by constantly asking you “what went
well” and “what needs improvement?” Our goal: to reshape the business of law. There are no sacred
cows here. We're constantly challenging our business model—from the talent we seek to recruit, to how
we develop the right skills to meet your needs for consistent, high quality results, efficiently delivered.
We're fostering an environment of entrepreneurship. We’re redefining our role as strategic advisers. It's
all part of our commitment to how we define success. Not by our standards, but by yours.
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Sanjay Bhandari is a former federal prosecutor, a former
SEC enforcement attorney, and an experienced trial lawyer in
criminal and intellectual property cases. His practice focuses on
government enforcement, investigations, and intellectual property
litigation. Mr. Bhandari is a member of the firm's Strategic Planning
Committee, and a co-head of its Anti-Corruption Practice Group.

Mr. Bhandari's government enforcement experience
includes large international corporate investigations, compliance
‘ counseling, and representing individuals and corporations in

( \ government investigations and enforcement proceedings. He has
\\\\ extensive experience with anti-corruption laws (including the
Foreign Corrupt Practices Act (FCPA)), health laws, and securities laws, including revenue recognition
and other accounting issues. He has also handled cases involving antitrust, environmental, money
laundering, and tax issues, among others.

Mr. Bhandari's intellectual property experience includes several trials involving copyright,
patent, and trademark issues. He has litigated intellectual property cases involving chemicals, DRAM
and other memory chips, medical and other software, television broadcasts, and many different
types of trademarks and trade dress. He has also handled various types of trade secret disputes.

Mr. Bhandari has tried approximately 20 cases before juries, judges, and arbitrators, including trials
that ran several months in length.

Mr. Bhandari has tried approximately 20 cases before juries, judges, and arbitrators,
including trials that ran several months in length.

Representative government enforcement/investigations matters include conducting worldwide
investigations into potential FCPA violations at medical device, transportation, and other companies,
including in-country investigations in Azerbaijan, Germany, India, Russia, and Turkey; reviewing and
providing recommendations for improvement of the FCPA compliance program of several
companies; and representing numerous individuals in internal and government investigations
relating to adulteration, anti-kickback, misbranding, off-label promotion, and other FDA and health
law issues.

Mr. Bhandari was in government service from 1999 to 2008, as an Assistant U.S. Attorney in
the Southern District of California and an SEC Enforcement Attorney at the SEC's headquarters in
Washington, D.C. Matters he handled included United States v. Cunningham: the largest bribery case
ever brought against a sitting member of Congress.

Ballard Spahr LLP is a national firm of more than 500

B ]1 d S ahr lawyers in 14 offices across the country. Our attorneys

a ar p provide counseling and advocacy in more than 40 areas

Lee within intellectual property, litigation, business and finance,

real estate, and public finance. We represent a diverse cross-section of clients that range from large

public companies and privately held corporations to government agencies and nonprofit organizations.

Our practices span the life sciences and technology, energy, health care, and other sectors that are

driving innovation and growth in today’s marketplace.
The firm’s mission is straightforward: to provide nothing less than excellence in every legal

representation. Our client focus is absolute. We help clients achieve success as they define it. We

respect and anticipate their needs, take action to keep them informed, and devise forward-thinking
solutions to get the most favorable results. This is Ballard Spahr’s pledge.
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Blake A. Coppotelli joined Freeh Sporkin & Sullivan, LLP ("FSS") in
May 2011 as a Partner in the firm's New York office. Prior to joining
FSS, Coppotelli was a Senior Managing Director with Kroll Associates
Inc., advising public and private clients on public corruption,
government, regulatory, and/or corporate investigations, financial and
investigative due diligence, internal corporate controls and
governance, and ethics policies. During his ten years at Kroll, his legal
and investigative experience enabled him to be apointed to various
independent ethics oversight positions by public and private clients
and/or concerns, and to serve as an Independent Private Sector
Inspector General on numerous high profile matters. His current
practice concentrates in these areas, as well as in white-collar criminal
defense.

Prior to joining Kroll, for thirteen years, Coppotelli was an
- Assistant District Attorney in the Manhattan District Attorney's Office,
ending the last four years of his tenure as Chief of the Labor Racketeering Unit and Construction
Industry Strike Force. Coppotelli also served as a Senior Investigative Counsel advising other
investigative Assistant District Attorneys on investigative strategies, legal issues, and trial practice.

While chief, Coppotelli supervised the investigation into District Council 37, of the American
Federation of State, County, and Municipal Employees Union. The investigation secured the convictions
of more than twenty-five union officials and nine corporations for grand larceny, scheme to defraud,
and bribery. Coppotelli also supervised the racketeering and anti-trust indictments of eleven members
of the Lucchese crime family, including the family's acting boss, two capos, eleven construction
companies, and numerous union officials from Local 608 of the Northern Regional Council of the United
States Brotherhood of Carpenters, Local 1 of the Builders and Allied Craftsmen, and Local 20 of the
Laborers International Union. Coppotelli further supervised the investigation of New York State Senator
Guy Velella for conspiracy to receive bribes for influencing the awarding of public contracts.

International FGIS is a dynamic company with the experience, credibility and

global reach that allow us to deliver prompt and effective solutions. We

have built a reputation for working closely with each client to efficiently

h assess their circumstances, provide independent counsel, and jointly
develop or enhance effective risk mitigation strategies.

FGIS Principals and Managing Directors are involved in the planning

and monitoring of every engagement supported by teams of highly qualified

Solutions™ subject matter experts. Our background, insight and global network of
contacts allow FGIS to assemble a well-organized team of specialists tailored

to each assignment.

The mission of FGIS is to provide each client with the highest level of service and independent
counsel while maintaining an uncompromising commitment to integrity in every matter.

The FGIS team brings to each engagement superior service, decades of experience and a
dedication to excellence. FGIS team members exhibit an uncompromising commitment to integrity
through ethical behavior in all matters while providing independent counsel and guidance based on the
assessment of facts without prejudice or external influence.
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