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By the end of the module you will:
a) Be able to define and calculate the following core indicators in the institutional area:

v" Number of Board meetings and attendance rate;
Number and percentage of female board members;
Board members by age range
Number of meetings of audit committee and attendance rate
Compensation: total compensation per board member (both executive and non- executive directors)
Amount of fines paid or payable due to settlements

v' Average hours of training on anti- corruption issues per year per employee
b) Be able to critically assess existing potential sources of information to calculate institutional indicators in your company
c) Understand how to design a system to collect the information that is required to calculate institutional indicators

<N X X X
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D.1. Corporate governance disclosure

D.1.1. Number of Board meetings and attendance rate

D.1.2. Number and percentage of female board members

D.1.3. Board members by age range

D.1.4. Number of meetings of audit committee and attendance rate

D.1.5. Compensation: total compensation per board member (both
executive and non- executive directors)
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D.1. Corporate governance disclosure

D.1.1. Number of Board meetings and attendance rate
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D.1.1. Number of Board meetings and attendance rate: Definition

This indicator is about the number of board meetings and their attendance rate, i.e., the number of
people who are present at board meetings.
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D.1.1. Number of Board meetings and attendance rate: Measurement methodology

4

In order to calculate this indicator, entities need to:

v" Count the Board meetings during the reporting period (number),

v' Add up the number of Board members who participate at each Board meeting during the reporting
period and divide this by the total number of directors sitting on the Board multiplied by the number of
Board meetings during the reporting period (attendance rate, %)

The attendance rate will be then calculated in this way:

Sum of Board members who participated at each Board meeting during the reporting period
Total number of Board members multiplied by
the number of Board meetings during the reporting period

Training Manual UNCTAD
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D.1.1. Number of Board meetings and attendance rate: Measurement methodology

For example:

Let us assume that an entity has a Board whose meetings are held once a month.

Let us also assume that there are 5 members. The attendance rate would be 100% if all members participated at all
Board meetings during the reporting period.

CALCULATION  However, the attendance of the meeting was as follow:
EXAMPLE

_
YES YES YES

YES YES NO YES NO YES

YES YES NO YES YES NO

NO YES YES YES YES YES

YES YES YES YES NO YES

ATTENDANCE PER
MEETING 4 MEMBERS 5 MEMBERS 3 MEMBERS 4 MEMBERS 3 MEMBERS 4 MEMBERS

_
Board Member 1~ WSS YES YES YES

YES YES YES YES YES NO

YES YES YES YES YES YES

YES YES YES YES YES YES

YES YES YES YES YES NO

ATTENDANCE PER
MEETING 5 MEMBERS 5 MEMBERS 4 MEMBERS 5 MEMBERS 5 MEMBERS 3 MEMBERS
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D.1.1. Number of Board meetings and attendance rate: Measurement methodology

e

So:

The total number of Board meetings during a certain reporting period is then 12.

CALCULnoN The attendance rate is calculated as follow:

EXAMPLE
Numerator: 4 +5+3+4+3+4+5+5+4+5+5+3=50
Denominator: 5 x 12 = 60
Attendance rate =50/ 60 =83 %
Training Manual UNITED NATIONS
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l
fl Number of Board meetings and attendance rate: Potential sources of
iInformation

d As the amount of these meetings per reporting period is quite small (e.g., one per month), it is easy to
keep track of the number of Board meetings. Furthermore, Board meetings are usually scheduled in
advance (there Is a Board meeting calendar that is communicated at the beginning of the reporting
period) therefore locating this information is not difficult.

d Also, the number of Directors sitting on a Board Is usually small and Directors need to communicate
before the meeting whether they will participate or not. Therefore, tracing these figures is also
unproblematic.

d The relevant information on this aspect is usually recorded by the Corporate Legal affairs, and/or by
the Investor relator, and/or by the assistant to the CEO.
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D.1. Corporate governance disclosure

D.1.2. Number and percentage of female board members

11
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D.1.2. Number and percentage of female board members: Definition

This indicator Is related to the number (i.e., absolute amount) and percentage of female board
members (i.e., female board members over total board members expressed as a %).

This indicator provides a quantitative measure of diversity within an organization.
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D.1.2. Number and percentage of female board members: Measurement methodology

In order to calculate the % indicator, entities need to:

v' Count the female Board members (number),
v Divide the number of female Board members by the total number of directors sitting on the Board.

Number of female Board members
Total number of Board members

Training Manual UNCTAD
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D.1.2. Number and percentage of female board members: Measurement methodology

For example:
Let us assume that an entity has a Board with 10 members, of which 3 are women.
This indicator is calculated as: 3/10, i.e., 30%.

CALCULATION
EXAMPLE

14
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l
92 Number and percentage of female board members: Potential sources of
iInformation

d As the number of Directors sitting on a Board is usually small, tracing these figures is unproblematic.

d The relevant information on this aspect is usually recorded by the Corporate Legal affairs, and/or by
the Investor relator, and/or by the assistant to the CEO, and/or by the HR function (Directors are paid
by the entity and therefore their personal information is included in the employees’ records).

UNITED NA'It\JS 15
Training Manual UNCTAD




\\"'A‘ NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN
—GYSEE
— I Reporting

S

D.1. Corporate governance disclosure

D.1.3. Board members by age range

16
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D.1.3. Board members by age range: Definition

This indicator consists of the board members, by age range . This indicator provides a quantitative
measure of diversity within an organization.

17

UNITED NATIONS

Training Manual UNCTAD



UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

V4

D.1.3. Board members by age range: Measurement methodology

In order to calculate this indicator, entities need to define the age ranges that they want to map. In line
with the other indicators, the following groups are suggested.:

d under 30 years old,
d 30-50 years old,
d over 50 years old

The indicators then are calculated as the number of Board members of one specific age group divided by
the total number of directors sitting on the Board (%).
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D.1.3. Board members by age range: Measurement methodology

For example:

Let us assume that the Board of an entity comprises the following members:
' v' John Donne, age 50
CALCULATION ¥ Anita Red, age 43
EXAMPLE v' Bill Smith, age 28
v" Oliver Twist, age 40
v Lucy Hail, age 66

The indicator will be calculated by age range in the following way:
 under 30 years old = 1/5=20%

« 30-50 years old = 3/5 =60%

« over 50 years old = 1/5 =20%

Training Manual
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D.1.3. Board members by age range: Potential sources of information

d As the number of Directors sitting on a Board is usually small, tracing these figures is unproblematic.

d The relevant information on this aspect is/can be recorded by the Corporate Legal affairs, by the
Investor relator, by the assistant to the CEO, by the HR function (Directors are paid by the entity and
therefore their personal information is included in the employee records).
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D.1. Corporate governance disclosure

D.1.4. Number of meetings of audit committee and attendance rate

21
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D.1.4. Number of meetings of audit committee and attendance rate: Definition

This indicator consists of the number of meetings of the audit committee, and their attendance rate,
l.e., the number of people who are present at audit committee meetings.

It provides a quantitative measure of whether the entity has developed effective, accountable and
transparent governance mechanisms.
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f4 Number of meetings of audit committee and attendance rate: Measurement
methodology

In order to calculate this indicator, entities need to:
v" Count the Audit committee meetings during the reporting period (number),

v Add up the number of Audit committee members who patrticipate at each Audit committee meeting
during the reporting period and divide this by the total number of members sitting on the Audit

committee multiplied by the number of Audit committee meetings during the reporting period
(attendance rate (%)).

The attendance rate will be then calculated in this way:

Sum of Audit committee members who participated at each Board meeting during the reporting period

Total number of Audit committee members multiplied by
the number of Audit committee meetings during the reporting period

Training Manual UNCTAD
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f4 Number of meetings of audit committee and attendance rate: Measurement
methodology

For example:

Let us assume that an entity has an Audit Committee whose meetings are held once every two months.
Let us also assume that there are 3 members. The attendance rate would be 100% if all members participated at all

CALCULATION  Audit committee meetings during the reporting period.
EXAMPLE However, the attendance of the meeting was as follow:

Audlt committee |Audit committee |Audit committee [Audit committee |Audit committee |[Audit committee
meeting 1 meeting 2 meeting 3 meetm 4 meeting 5 meeting 6
Memberl WSS YES YES YES YES

Member2 WSS YES YES YES YES
Member3 WSS YES NO YES YES NO

ATTENDANCE PER MEETING ERYISVYIS]S38) 3 MEMBERS 2 MEMBERS 2 MEMBERS 2 MEMBERS 2 MEMBERS
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f4 Number of meetings of audit committee and attendance rate: Measurement
methodology

So:

The total number of Audit Committee meetings during a certain reporting period is then 6.

CALCULATION  The attendance rate is calculated as follow:
EXAMPLE Numerator:3+3+2+2+2+2=14
Denominator: 3 x 6 =18
Attendancerate =14/18 =78 %
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f4 Number of meetings of audit committee and attendance rate: Potential sources
of information

d As the amount of these meetings per reporting period is quite small (e.g., one per month), it is easy to
keep track of the number of Audit committee meetings. Furthermore, Audit committee meetings are
usually scheduled in advance (there is an Audit committee meeting calendar that is communicated at
the beginning of the reporting period) therefore locating this information is not difficult. Also, the
number of people sitting on an Audit committee is usually small and members of the Audit committee

need to communicate before the meeting whether they will participate or not. Therefore, tracing these
figures Is also unproblematic.

d The relevant information on this aspect is /can be recorded by the Corporate Legal affairs, by the
Investor relator, by the assistant to the CEO, by the Internal Audit function.
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D.1. Corporate governance disclosure

D.1.5. Compensation: total compensation per board member (both
executive and non- executive directors)

27
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f Compensation: total compensation per board member (both executive and
non- executive directors): Definition

This indicator refers to total remuneration awarded to each board member, encompassing both
executive and non-executive directors.

Total annual compensation is calculated for each executive director and each non-executive director,
where the former is a member of the Board of a firm who also has management responsibilities, while the
latter is a Board member without responsibilities for an entity’s daily management or operations.

Training Manual UNCTAD




UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT

T
f Compensation: total compensation per board member (both executive and

non- executive directors): Measurement methodology

In order to calculate this indicator, entities need to compute the amount of total compensation referred to a
specific reporting period summing up the following elements of the compensation package:

v
v

v

AN

fixed pay (base salary)

variable pay (including performance-based pay, equity-based pay, bonuses, and deferred or vested
shares)

sign-on bonuses or recruitment incentive payments

termination payments (i.e., all payments made and benefits given to a departing executive or member
of the highest governance body whose appointment is terminated)

clawbacks (i.e., repayment of previously received compensation required to be made by an executive
to his or her employer in the event certain conditions of employment or goals are not met)

retirement benefits.

Training Manual UNCTAD
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f Compensation: total compensation per board member (both executive and
non- executive directors): Measurement methodology

For example:

Let us assume that
O In 2017, the Executive Chairman received a fixed remuneration of €1,000 thousand and a variable remuneration

CALCULATION of €540 thousand; he also received Board meeting attendance fees of €117 thousand, as well as other items of
EXAMPLE remuneration in-kind amounting to €135 thousand.

The total amount for 2017 is €1,792 thousand.

O The Chief Executive Officer, in 2017, he received a fixed remuneration of €460 thousand and a variable
remuneration of €215 thousand; he also received Board meeting attendance fees of €117 thousand, as well as
other items of remuneration in-kind amounting to €26 thousand

The total amount for 2017 is €818 thousand.
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T
f Compensation: total compensation per board member (both executive and
non- executive directors): Potential sources of information

d The data required for the calculation of these indicators and the related information flows are normally
managed by the HR function, typically within a Compensation & Payroll management information
system. Many entities use specialized software for collecting and elaborating this type of information.

d Another source of information is the Remuneration report where the compensation of Board members,
noth executives and non-executives, is described. The underlying information is owned by the
Remuneration committee that, when present, is in charge of defining the compensation strategy and

nolicy.
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D.2. Anti-corruption practices

D.2.1. Amount of fines paid or payable due to settlements

D.2.2 Average hours of training on anti-corruption ISSues per year
per employee

32
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D.2. Anti-corruption practices

D.2.1. Amount of fines paid or payable due to settlements
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D.2.1. Amount of fines paid or payable due to settlements: Definition

This indicator refers to the total monetary value of paid and payable corruption-related fines
Imposed by regulators and courts in the reporting period.

d Corruption includes practices such as: bribery, facilitation payments, fraud, extortion, collusion, and
money laundering; the offer or receipt of gifts, loans, fees, rewards, or other advantages as an
Inducement to do something that is dishonest, illegal, or represents a breach of trust. It can also

Include practices such as embezzlement, trading in influence, abuse of function, illicit enrichment,
concealment, and obstructing justice.

d Corruption is broadly linked to several negative effects, such as damage to the environment, abuse of
human rights, abuse of democracy, misallocation of investments, and undermining the rule of law.

Training Manual UNCTAD
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D.2.1. Amount of fines paid or payable due to settlements: Measurement methodology

The steps underlying the computation of this indicator are the following:

v identify all convictions for violations of corruption related laws or regulations,
v identify the amount of fines paid/payable for each of the convictions,

v" sum up all the amounts identified with reference to the reporting period.

The calculation of this indicator is therefore very straightforward and there should not be many cases of
corruption to be taken into consideration for each reporting period so that it is simple to sum up all the
fines and penalties referred to a specific reporting period (that are usually traced in the accounting
Information system of a company in a separate expense account that is called Fines and penalties).

UNITED NATIONS

Training Manual UNCTAD



A‘ "‘ UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT
AR i
— I Reporting /

T
D.2.1. Amount of fines paid or payable due to settlements: Measurement methodology

To calculate this indicator, an entity needs to include practices such as:
bribery,

facilitation payments,

fraud,

extortion,

collusion, and money laundering

the offer or receipt of gifts, loans, fees, rewards, or other advantages as an inducement to do something that is
dishonest, illegal, or represents a breach of trust.

The indicator can also include practices such as:
embezzlement,

trading in influence,

abuse of function,

illicit enrichment,

concealment,

obstructing justice.

NN X X X X

XN N X X X
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D.2.1. Amount of fines paid or payable due to settlements: Measurement methodology

It is suggested to report also the total number of convictions relevant to the reporting entity (the simple
count).

Moreover, it Is suggested that the reporting entity provide narrative information about any actions taken
IN response to incidents of corruption, for example new or revised enterprise policies to prevent such
Incidents.

UNITED NATIONS
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l
Ql Amount of fines paid or payable due to settlements: Potential sources of
iInformation

d The amount of fines paid is to be found among the expenses included in the income statement during
the reporting period. Such costs would be charged to the income statement immediately. They are
often recorded in a separate expense account that can be called Fines and penalties.

d When an obligation might likely arise to pay fines or penalties under the legislation because the
obligating event has occurred, the company should set a provision account (the recording of the liability
In the balance sheet is matched to an appropriate expense account in the company’s income
statement).

d The owners of this information are usually, on the one hand, the Legal affairs department and, on the
other hand, the Finance and Accounting department.

UNITED NATIONS
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D.2. Anti-corruption practices

D.2.2 Average hours of training on anti-corruption ISSues per year
per employee
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D.2.2 Average hours of training on anti-corruption issues per year per employee:

Definition

This indicator refers to the average number of training hours that employees receive in the area of
anti-corruption issues (For further information on the definition and context of corruption, please see indicator D.2.1).
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Measurement methodology

The methodology for measurement of this indicator draws on the methodology for indicator C.2.1 on the
average hours of training per employee. In this case, the computation of hours of training should only take
Into_ account those hours of training related to anti-corruption issues. This classification could be
undertaken either by the entity’s overall training department (e.g. human resources), or by the legal
department or other office dedicated to advancing anti- corruption efforts.

The indicator Is calculated in the following way:

Total number of training hours on anti-corruption issues provided to employees
Total number of employees

The denominator should be calculated by taking into consideration the employee number at the end of the
reporting period.

41
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2 Average hours of training on anti-corruption issues per year per employee:
Measurement methodology

It is suggested that this indicator on anti-corruption could also cover the issue of codes of conduct used to
remedy convictions and, more in general, that the reporting entity provide information about any actions

taken in response to incidents of corruption, for example new or revised entity policies, training and
Initiatives to prevent such incidents.
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D.2.2 Average hours of training on anti-corruption issues per year per employee:
Potential sources of information

(] Please see indicators C.2.1 and D.2.1 for the sources of information for the measurement of this
Indicator.
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Self-assessment questions
with solutions
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1. In order to calculate the attendance rate at Board meetings entities need to add up the number of

Board members who participate at each Board meeting during the reporting period and divide this by the
total number of Board meetings

d True
] False

45
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1. In order to calculate the attendance rate at Board meetings entities need to add up the number of

Board members who participate at each Board meeting during the reporting period and divide this by the
total number of Board meetings

d True
1 False
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2. Let us assume that there are 3 members and that Board meetings are held once every two months.
The first member has participated to 6 meetings, the second to 4 and the third to 3. The attendance rate
IS:

0 100%
d 65.55%
ad 40%
A a 72.22%
A=

47
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2. Let us assume that there are 3 members and that Board meetings are held once every two months.
The first member has participated to 6 meetings, the second to 4 and the third to 3. The attendance rate
IS:

d 100%
d 65.55%
d 40%
d 72.22%

1x6 + 1x4 + 1x3 DIVIDED BY 3x6= 72.22%
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3. In order to calculate the percentage of female board members, entities need to divide the number of
female Board members by the total number of directors sitting on the Board.
d True
d False
49
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3. In order to calculate the percentage of female board members, entities need to divide the number of
female Board members by the total number of directors sitting on the Board.
d True
d False
50
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4. Let us assume that the Board of an entity comprises the following members: John aged 29, Tony
aged 45, Laura aged 28, Luke aged 40, Tom aged 72, Grace aged 32, Liam aged 43 and Thomas aged
63. The percentage of Board members by age range Is:

d under 30 years old = 25%; 30-50 years old = 50%; over 50 years old = 25%
d under 30 years old = 30%; 30-50 years old = 60%; over 50 years old = 10%
d under 30 years old = 15%; 30-50 years old = 70%; over 50 years old = 15%
d under 30 years old = 50%; 30-50 years old = 25%; over 50 years old = 25%

51
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4. Let us assume that the Board of an entity comprises the following members: John aged 29, Tony

aged 45, Laura aged 28, Luke aged 40, Tom aged 72, Grace aged 32, Liam aged 43 and Thomas aged
63. The percentage of Board members by age range Is:

under 30 years old = 25%,; 30-50 years old = 50%; over 50 years old = 25%
unader 30 years old = 30%; 30-50 years old = 60%; over 50 years old = 10%
under 30 years old = 15%; 30-50 years old = 70%; over 50 years old = 15%
under 30 years old = 50%; 30-50 years old = 25%; over 50 years old = 25%

DO 00

under 30 years old = 2/8, 30-50 years old = 4/8; over 50 years old = 2/8
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5. In order to calculate the indicator “Total compensation per board member”, entities need to include

the following elements: fixed pay, variable pay, sign-on bonuses or recruitment incentive payments,
termination payments, clawbacks and retirement benefits.

d True
] False
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V4

5. In order to calculate the indicator “Total compensation per board member”, entities need to include

the following elements: fixed pay, variable pay, sign-on bonuses or recruitment incentive payments,
termination payments, clawbacks and retirement benefits.

d True
] False

o4
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6. The amount of fines due to settlements/convictions is often recorded by entities in a separate account
that can be called ‘Fines and penalties’.

d True
] False

25
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6. The amount of fines due to settlements/convictions is often recorded by entities in a separate account
that can be called ‘Fines and penalties’.

d True
] False
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