Compliance and Risk Management
in non-financial companies
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Compliance: Definition(s)

Compliance describes the organizational goal to ensure adherence with:
- relevant laws,
- regulations and
- company internal (ethical) policies & guidelines

through implementing relevant processes and procedures.

Value Compliance
(strateqgic,
competitive
advantage)

Legal Compliance

Ethical Compliance




Compliance: (Legal) Requirements
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regulation Act
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For nonfinancial companies there is not necessarily a legal requirement to set u
a dedicated Compliance function¥S¢ SEOSLIiA2yay .So3 o




Standards & Norms

Proportionate Anti-bribery Third Parties /
policies and C;?%%t?r\gn Risk Business
procedures Assessment Partners

Training and Monitoring
awareness and review

6 principles as described in the guidance of the Secretary of State (UK Ministry of Justice) regarding Sec. 9
of the UK Bribery Act.

. Monitoring

- - Standards & Training & " :
Leadership Risk Assessment Controls Communication AI\?udltlng &
esponse

5 pillars accordingto the CMS modelof t he wor k group Il ntegrated Com

a ¢ 2fyorthe G 2 LJa

Prevent Detect Respond

- Policies / Guideline(g. Code of Conduct - Compliance reviews (e.g. integrated in 1A - Remediation
Gifts and Hospitality policy) - Compliance Investigations & controls - Consequences for misconduct
- Training & Communication (e.g. intranet, | - Communicatiorchannels for reporting of | - Case tracking

email) compliance issues (e.g. whistiower)
- Compliance involvement < > < >

ComplianceRiskAssessment

Approach used by companies such as Siemens. - .




. Monitoring
: - Standards & Training & " :
Leadership Risk Assessment = Auditing &

* Annual update to Management and Supervisory Board

Ownership at management level - CEO actively promotes CoC as Mission
Statement

* Regular mention in bi-weekly company newsletter




CMS@Scandlines
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: - Standards & Training& " :
Leadership Risk Assessment = Auditing &
Controls Communication Response
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SCANDLINES GROUP

CODE OF CONDUCT
VERHALTENSKODEX

THERE IS SOMETHING ABOUT SAILING |4

CODE OF CONDUCT

Supplier Code of Conduct

7 Scandlines

German Gifts, Business Invitations, Reimbursement of
Expenses and Hospitality Policy

Scandferries Holding ApS & its subsidiaries

Group Policy:

Objective:  The overall purpose of this policy is to describe how gifts, business invitations,
reimbursements of expenses and hospitalities have to be treated by each employee.

Recipients: Allemployees.

Validity:  This policy is valid from 1 May 2014.

1. Background and Basic Approach

Asoutlined in the Code of Conduct of Scandlines Group at Section 2¢, anything of value, including a

pgift, a business invitation to a meal, the reimbursement of expenses or anotherform of hospitality

“ Scandlines
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Mitteilung des CEO: SCANDLINES” LEITBILD 3
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b Testen Sie sich:
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. Monitoring,
Leadership Risk Assessment Stggg?rg: < COE?TTJII’Ti%a%iOH Auditing &
Response

Intranet FAQ Scandiinescom Scandinesde Scandines.dk  Pé dansk

¥ Scandlines oo ]

Nachrichten  Arbeitshilfen HR Info Organisation HelpDesk Forum

Gemman » The CEO Spot

Compliance Bl Ensieingen andern
Die Themen Compliance und Ethik sind wichtig fur Scandlines. Das Wort Compliance deckt viele

Bereiche ab und lasst sich wohl am besten mit den Begriffen Einhaltung oder Konformitat
ONLINEFORMULARE

umschreiben. Beispiel ist damit t, geltende Regeln zu befolgen — sowohl rechtlich
als auch moralisch — und das naturlich im Einklang mit bestehenden Unternehmensrichtlinien. ey
rlaub
Bei Scandlines woller 7~ =77 =TTt miom oo o - T - Cash ordening .
Data Protection Statement  Freight Impressum  Sitemap  Ct

geht. Unsere ethische

Verhaltenskodex und -I Scan d Ii nes

Da es wichtig fir uns
einzuhalten, haben w
Geschaftspartnemn zy|

Verletzungen van Gel Prices Onboard Agents Groups  Customer Service  About Scandlines
Verhaltenskodexes,

Einzelperson haben.
auch die von dritten F

Eventuell bestehende C " -
Moglichkeit, dafur den | > About Scandlines Com pl lance

d tzliche R N N - . N
sein wird, zusatzliche Compliance with all laws, regulation and company guidelines and ethics are

seien Sie bei der Besch Scandlines history
Finance

Gompliance wird allen ¢ Compliance important for us because we want to work with the highest standards when it comes

Kontakt Ferries and ports to integrity, honesty and appropriate behavior. For this reason we have developed a

Bei F der Hi ) * i inci s

ei Fragen oder Hinwe Ve Code of Conduct for our employees exposing the following principles: PY
Dr. Gerlinde Krieger ¢ 1 .
- dhm

> Jobs 1. Compliance with all laws, regulation and company guidelir - ) [ ]

Whistleblower-Service > Press (q'

Anmerkung: Der Whisti > Supplier = We comply with all applicable laws and regulations and our internal ¢ 1

procedures and guidelines. l Comp“ance E
. Learning
Complianc| 2. Ethical and legal behaviour

= 'We want fo operate our business in a fair and fransparent way and avoid
fraud or deception. Being polite and cooperative at work in order to create an
appropriate working atmosphere and upholding professionalism is important
fo us.
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Monitoring,
Auditing &

Standards & Training&

Leadership Risk Assessment Controls Communication

% Scandlines

Home | FAQ | Terms | Privacy | Login

Welcome to the Scandlines whistleblower portal

Email address:

Scandlines has established a whistieblower scheme allowing concemns about Scandlines to
be reported anonymously. An external investigator will follow up on any incidents reported
with the assistance of Scandlines Compliance and the CEQ. If the incident is related to
Compliance or the CEO, the respective function will not be involved in the investigation in

order to avoid conficts of interest.

Please note: This webpage is hosted by Human Time A/S secure servers and

is not part of Scandlines” website or intranet.

What can be reported?

- Reports may be filed regarding suspected

ongoing or potential violations of the law
or other serious misconduct that is suited
to affect Scandlines or to impact the
environment er the life or health of
individuals (please refer to the Terms for
illustrative examples).
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Describe the details

It is important that you describe all the
facts, even those you may not find
relevant.

Where possible, please submit evidence
supporting your allegation. If written
documents are available to you, please
upload them with your report.

You should keep in mind that, if you prefer
not to make yourself available either by
providing your contact details or by

setting up an anonymous mailbox in order
to allow anonymous communication
between you and the Investigator, the
Investigator will not be able to contact you
to obtain further details.

Start a report here

Response

Compliance@scandlines.com

Anonymous dialogue

In filing the report, it is your choice to
remain available to the Investigator and
help the investigation if needed. We
recommend that you do so as the
Investigator may need to ask questions to
further clarify the matter.

You can make yourself available either by
providing your contact details or by setting
up an anonymous mailbox at the bottom of
the online reporting form. By creating an
anonymous mailbox at the end of the
online reporting form, you will remain
anonymous and no-one will be able to
contact you, but you have the option to log
in and see if the Investigator has posed
any questions to clarify the matter.

Scandlines' employees who wish to file
their report anonymausly should not use a
work device in any dialogue.

THERE IS SOMETHING ABOUT SAILING
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Interface Compliance & Risk Management:

The (Compliance) Risk Assessment

 Any CMS is based on a Compliance Risk Assessment:

ldentify, analyse and evaluate the relevant norms which might
pose a ‘problem” to the organis
setup of relevant processes, trainings, controls, etc.).

Structures and prioritises the work of the Compliance function.
Note:Not al | Compliance ri sks are

 Risk Management as a function is responsible for looking at
the risks a company faces on a more holistic basis.

Risk Management will ask Compliance about the risks they see
anywayse why do doubl e wor k?

12




Interface Compliance & Risk Management:
The (Compliance) Risk Assessment

Scope differences Methodology differences

A RM might only analyse significant
risks which might endanger the
existence of a company.

A Compliance risks will also include
‘“l ess significant
not imminently endanger the
continuity of operations but are
important to guide the
implementation of processes,
trainings, etc.

A For Compliance risks it is often

difficult to define a relevant level of
detail and to quantify the impact due
to qualitative factors (e.g.

PPURIRNElMRAD- ¢ mi g e
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Solution 1: Using qualitative factors in the risk
Impact evaluation

Rating Description Definition

* International long-term negative media coverage; game-changing loss of market share
«  Significant prosecution and fines, litigation including class actions, incarceration of
1 Extreme leadership
«  Significant injuries or fatalities to employees or third parties, such as customers or vendors
*  Multiple senior leaders leave

* National long-term negative media coverage; significant loss of market share
* Report to regulator requiring major project for corrective action

2 Major « Limited in-patient care required for employees or third parties, such as customers or vendors
*  Some senior managers leave, high turnover of experienced staff, not perceived as employer
of choice

* National short-term negative media coverage
* Report of breach to regulator with immediate correction to be implemented
3 Moderate *  Out-patient medical treatment required for employees or third parties, such as customers or
vendors
*  Widespread staff morale problems and high turnover

* Local reputational damage
* Reportable incident to regulator, no follow up

4 Minor o ) .
* No or minor injuries to employees or third parties, such as customers or vendors
* General staff morale problems and increase in turnover
* Local media attention quickly remedied

5 Incidential * Not reportable to regulator

* No injuries to employees or third parties, such as customers or vendors

e |solated staff dissatisfaction

As to b%“found in: COSO ERM methodology




Solution 2: Using a ,Compliance‘-category of
risks

Reporting Compliance

Operational

15 As to be found in: COSO ERM methodology 7 Scandlines




5 main elements of successful cooperation
between risk management, compliance and
internal audit

Transparencyabout the
functions, their essentig Awarenessof a
tasks and objectives a common task with
well as possible different focus
interfaces

Mutual acceptance
between the functions

Exchangeof
information between
the functions

Commondefinition of
terms

Basedon:DIIR-Deut sches I nstitut fdar I nterne Revision e. V. Erarhb
Versicherungswirtschaft®“: Zusammenarbeit der | nt &chnftermeih®48y i s
Berlin: Erich Schmidt Verlag GmbH & Co. KG, 2010




Collaboration

Regulier muiel updates_support a Common meetings with other functions
strong collaboration

A Compliance might know of A Reduce work load for operations.
unidentified risks or issues which

influence risk ratings of identified A Allow for a common understanding

of terminology, operations and fact

risks. o .
base permitting a consistent
A Input from Risk Management helps identification, analysis and
Compliance to elaborate a evaluation of risks as well as
relevant/focused Compliance consistent reporting.

Monitoring Plan.

A strong cooperation and common understanding increases
mutual acceptance, trust avoiding competitiveness and
Increasing acceptance within the organisation.




Thank you!

Jenny Schmigale
Compliance Officer

Email: Jenny.Schmigale@scandlines.com
Tel: +49 (0)176 70 58 83 54
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AThree Lines-of-Defense Model
A Compliance function setup

A Enterprise Risk Management




Three Lines of Defence Model

Three Lines of Defence Model

Board / Audit Comittee
Senlor Management

1# Line of Defence 2 Line of Defence 37 Line of Defence

Risk Management

Cperational
Management

Internal Conirols

)
:
p-2
g

Guidance on the 8th EU Company Law Directive - article 41, FERMA / ECIIA, 2010,
http://www.ferma.eu/about/publications/eciia-ferma-guidance/




Compliance:
An independent function or not?

For companies with # of Up to 250 250 — 3.000 | 3.000 - more than
employees of 20.000 20.000

Compliance-Governance and Expected Expected Expected Expected
operational implementation of

Compliance

Executive management Alternative Alternative Not useful  Not useful

operationally takes care of
Compliance-tasks (thereby taking
over the Compliance-function)

Delegation of the Compliance- Alternative Alternative Alternative  Not useful
function to a suitable department
(e.g. Legal, Internal Audit, HR)

Delegation to an independent At discretion At discretion Alternative  Expected
central Compliance-department

Wi el and/ Stei nmeyer/ Gr Gni nMperagemert d. Audldage,c h Compl i ance
Berlin: Erich Schmidt Verlag GmbH & Co, 2014, p.124f.




Compliance:
An independent function or not?

Executive Management _ 8,44% Legal 45,61%

Staff position on
.
25855 Risk Management [ 17,54%

management level
Directly below management I 22,02%
Finance [ 7,02%

level with right to lead...

Department on the same o
level as others B 10,29%

Internal Audit [l 5,26%

In other departments [ 6,38%

Subordinated to other Marketing/Sales - 5,26%

0,
department I 11.73%
other F 2,26% Other _ 19,30%
m Organisational setup of Compliance m Organisational attachement of Compliance

Berufsfeldstudie Compliance Manager 2013,

Berufsverband der Compliance Manager, p.136f. - .




