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UNOFFICIAL ENGLISH TRANSLATION

1 Introduction
At meetings held on 15 and 16 September 2008, the Council on Ethics for the Government Pension
Fund Global (GPFG) decided to assess whether the investments in the company Alstom S.A.
(Alstom) entail an unacceptable risk of the Fund contributing to gross corruption under the Fund’s
Guidelines. The background for this decision was the initiation of investigations into allegations of
corruption against the company in three countries in November 2007, as well as the fact that the
company previously had been involved in serious incidents of corruption.

Alstom is a French multinational company that specializes in energy and transport infrastructure
through its divisions Alstom Power and Alstom Transport.1 The company employs 96,500 people
in more than 70 countries. As of December 2009, the GPFG held equity holdings in Alstom
amounting to a market value of NOK 1.6 billion.

In several countries, Alstom’s employees are accused of having bribed both private and public
officials in order to secure contracts. Some of these incidents date back 15 years, whereas others
are recent.

The allegations of corruption levelled against Alstom concern several parts of the company’s
activities. Documentation in the form of judicial decisions and court documents related to
settlements shows that three of the company’s divisions have been involved in serious corruption
incidents between 1992 and 2001. Moreover, the company is currently subject to corruption
investigations in i.a. Brazil, Switzerland, and the UK. The prosecutors suspect Alstom’s employees
of having used bribes to secure contracts in foreign counties, even after this was banned by French
law in 2000. To conceal the corrupt activities, employees have allegedly used fictitious
consultancy contracts and invoices, as well as offshore companies. In the Council's view, the older
documented incidents involving corruption and the ongoing corruption investigations in recent
times might indicate systematic use of bribery.

The Council has written to the company on three occasions, requesting answers to specific
questions as well as comments on the facts of the draft recommendation. Alstom has replied to the
Council’s enquiries, denying that the company has made use of bribery. Additionally, a telephone
conference has been held between the Council and the CEO of Alstom, as well as a meeting with
the company’s head of compliance.

Through their responses to the Council, Alstom’s management has indicated that the company is
the victim in this case, thereby laying the blame on individual employees. However, the older
corruption incidents that the Council has considered demonstrate that senior managers in the
company have been aware of – or even effectuated – the bribes. In the Council’s view, the fact that
Alstom did not uncover the misconduct or implement thorough measures when different authorities
initiated investigations against them, indicates a pattern whereby the company’s management does
not acknowledge corruption as being a problem and where its compliance system does not seem fit
to detect and penalize such misconduct. This is particularly problematic given that Alstom is
engaged in operations in countries where there is a high risk for corruption, whilst also operating in
industries that are considered very vulnerable to corruption.

Based on this, the Council recommends that Alstom be excluded from the Government Pension
Fund Global on the grounds that there exists an unacceptable risk of gross corruption.

1 Alstom’s website: http://www.alstom.com/home/activities/index.EN.php?languageId=EN&dir=/home/activities/
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2 The Council’s considerations
The Guidelines, section 2, subsection (3), state the following:

“(3) The Ministry of Finance may, on the advice of the Council on Ethics, exclude companies
from the investment universe of the Fund if there is an unacceptable risk that the company
contributes to or is responsible for:

d) gross corruption;”

Firstly, the Council has evaluated whether it is highly probable that the company has committed
acts that constitute gross corruption. Secondly, the Council has assessed whether there is an
unacceptable risk that the use of gross corruption may continue in the future. Both of these
conditions must be met in order for the Council to recommend the exclusion of a company under
the corruption criterion. In its first recommendation regarding gross corruption, the Council
elaborated on and specified this criterion.2

The Council bases its assessments on the following definition of the concept of gross corruption:

Gross corruption exists if a company, through its representatives,

a) gives or offers an advantage – or attempts to do so – in order to unduly influence:

i) a public official in the performance of public duties or in decisions that may confer
an advantage on the company; or

ii) a person in the private sector who makes decisions or exerts influence over
decisions that may confer an advantage on the company,

and

b) the corrupt practices as mentioned under paragraph (a) are carried out in a systematic or
extensive way.

In its overall assessment the Council will attribute importance to the company’s previous
involvement in incidents concerning corruption, the company`s reactions to the allegations of
corruption, the company’s compliance system, as well as any ongoing investigations and court
procedures against the company, its employees or other connected persons.

3 About Alstom
Alstom was founded in 1928 as a result of the merger between Thomson-Houston and Société
Alsacienne de Constructions Mécaniques (SACM).3 Today the corporate headquarters are located
in Paris, France. Alstom was listed on the Paris Stock Exchange in 1998, and for a short period it
was also listed on the London and New York Stock Exchanges before being delisted in 2003 and
2004 respectively.4

The company is a leader in the industries of power-generation and rail transport through its units
Power System Sector, Power Service Sector and Transport Sector. The Power units design,
produce and service a series of products used in the generation of electric power, and the

2 Recommendation of 15. November 2007: Siemens AG.
3 At the time the company name was Alsthom.
4 New York delisting:
http://www.adrbnymellon.com/files/AC5052.pdf

London delisting:
http://www.alstom.com/pr_corp_v2/2004/20556.EN.php?languageId=EN&dir=/pr_corp_v2/2004/&idRubriqueCour
ante=23132



5

transportation unit supplies equipment and infrastructure to the rail and maritime transport
segments. In the year 2009, Alstom had a turnover of EUR 18.7 billion, employing more than
96,500 people in over 70 countries.5

4 Sources
The information concerning previous cases of corruption stems from various sources, including
final verdicts, court documents related to settlements and a ruling directed at the company in the
form of a fine, as well as an order excluding the company from public tenders as a result of corrupt
practices.6

With regard to ongoing corruption investigations that so far have not resulted in indictments or
judgements, the Council has based itself on information contained in two rulings issued by a
federal criminal court in Switzerland, as well as information presented by the international media,
in particular the German, British, Swiss and Brazilian press. Furthermore, the Council has carried
out extensive research to assess and verify information that has emerged in the press. This has been
done by consulting several sources in France, Switzerland, Mexico, Brazil and Italy.

Information about Alstom’s compliance system stems from the company’s homepage, as well as
from the company’s response to the Council.

The deadline set for gathering source material was set for November 2010. Sources are cited in the
footnotes of this recommendation.

5 The facts of the case
In this section the Council gives an account of some of the most important cases where Alstom has
been involved in, or is being suspected of, incidents of corruption.

Several investigations and judicial decisions concerning Alstom or its employees were carried out
and rendered at a time when the international legal situation in the area of corruption was unclear.
Traditionally, corruption bans have been domestic. Only in 1977 did the USA, as the first country
in the world, pass an act that banned American citizens and companies from bribing public
officials and politicians abroad (Foreign Corrupt Practices Act). In Europe there was no similar
legislation; corruption committed abroad was first put on the agenda by the OECD in 1989-90.

In recent years however, several international anti-corruption conventions have been drawn up: the
OECD Convention on Combating Bribery of Foreign Public Officials in International Business
Transactions,7 the European Council Criminal Law Convention on Corruption,8 the European
Council Civil Law Convention on Corruption9 and the UN Convention against Corruption.10 This
has led most countries today to introduce national bans on the bribery of foreign public officials.

5 Alstom’s website:
http://www.alstom.com/home/about_us/index.EN.php?languageId=EN&dir=/home/about_us/
6 The Supreme Court of the United States, Man-Seok Cheo vs. USA, 2007.

Entscheid vom 23. September 2008, 1. Beschwerdekammer Bellinzona, Switzerland.
Entscheid vom 13. Oktober 2008, 1. Beschwerdekammer, Bellinzona, Switzerland.
Tribunale ordinario di Milano, 28 March 2008.
Decimo Tribunal Colegiado en Material Administrativa del Primer Circuito 2008 .

7 The OECD Convention on Combating Bribery of Foreign Public Officials in International Business Transactions of
21 November 1997.

8 The European Council Criminal Law Convention on Corruption of 27 January 1999.
9 The European Council Civil Law Convention on Corruption of 4 November 1999.
10 The United Nations Convention against Corruption of 31 October 2003.
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The fact that Alstom operates in the energy and transport sectors, where large public contracts are
common, and also has activities in countries where corruption is widespread, means that the
company is exposed to an elevated risk of corruption.73 Over the last six months, the company has
entered into contracts in countries like Iraq, Kazakhstan, India, Russia, Egypt and China. These
countries are ranked 175, 105, 87, 154, 98 and 78 respectively in Transparency International's
corruption index. Alstom’s internal compliance system must therefore meet rigorous standards.

Alstom's compliance program was designed by the top management of Alstom in 2000. The
company currently has 17 full-time employees who are responsible for the implementation of the
program. Of those six are based in France, one in England, China, USA and Brazil respectively,
two are based in India and five are based in Switzerland. Furthermore, the company has appointed
250 employees as so-called "compliance ambassadors". In addition to their regular duties they are
tasked with disseminating information about the compliance program in the company's various
divisions.

Alstom’s Code of Ethics outlines the company’s visions, values and ethical principles. It states that
the company does not accept any form of corruption in its operations. ‘No undue advantage in
order to obtain business’ is one of their three fundamental principles. It also states that employees
who violate the code may be subject to civil or penal prosecution and possibly dismissal. Alstom’s
Code of Ethics is partly characterized by stating general principles and partly by constituting
legally formulated rules. The company’s Annual Report from 2007/2008 informs that the
management distributed 89,000 copies of the Code of Ethics to its employees in 2007.74 Alstom
has distributed the booklet before, but it was the first time the booklet was distributed in 17
different languages. The Code of Ethics makes reference to the Corporate Instructions, which treat
in more detail the defined rules and procedures. The Corporate Instructions are not publicly
available. Alstom signed the Global Compact in 2008. This means that the company should avoid
bribery, extortion and other forms of corruption, and also develop policies and concrete
programmes to address corruption.75

When it comes to the training of employees, Alstom informs on its website that 800 senior
managers concluded an Ethics & Compliance training program three years ago, and that the
company has introduced similar programs in some countries where Alstom operates. In that regard,
only Italy is mentioned on the company’s website. In its 2008/2009 Annual Report Alstom states
that 1,200 individuals were trained as part of the Internal Control Project in 2005 and that 380
finance professionals and managers were trained in the past two years. A further 3,400 people
participated in the Internal Control Self-Assessment Exercise.76 The Annual Report further informs
that 1,000 employees responsible for handling consultants have received training through the
Ethics & Compliance programme, while 1,150 have concluded a web-based programme on
anticorruption and competition law during the past year. In January 2010 the company distributed
an updated version of the Code of Ethics, as well as an accompanying web-based training
programme directed at 30,000 employees in management positions.

In 2007 the company introduced an Alert Procedure for employees who discover breaches of laws
and regulations. Employees should primarily notify their superiors, but if they have reason to

73 Transparency International Corruption Perseptions Index 2010:
http://www.transparency.org/policy_research/surveys_indices/cpi/2010/results
74 Alstom: ‘Activity and Corporate Responsibility Report 2007/2008’, p. 62 and p. 169.
75 Alstom website: ‘Alstom joins the global compact’:
http://www.alstom.com/home/about_us/corporate_responsibility_new/intro_developpement_durable/alstom_rejoint/
51617.EN.php?languageId=EN&dir=/home/about_us/corporate_responsibility_new/intro_developpement_durable/al
stom_rejoint/
UN Global Compact homepage: http://www.unglobalcompact.org/AbouttheGC/TheTENPrinciples/principle10.html
76 Alstom annual report 2007/2008 p. 167.
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believe that doing so will cause problems or that the incident will not be investigated, they may use
the Alert Procedure.77 This implies that the employee contact the company’s Group General
Counsel or the Senior Vice-President (SVP) of Ethics & Compliance.78 In other words, the
company's compliance department as well as the company's legal department is informed. The
company's legal department is thus responsible for investigating internal alerts and possibly initiate
internal investigations, while at the same time also being responsible for defending Alstom
externally if the company faces public prosecution. The company further states that ‘All measures
will be taken to respect employees’ wishes for confidentiality.’ 79 How this is to be ensured through
an internal alert procedure is not described. Besides, the Code of Ethics imposes strict
confidentiality rules on the employees: ‘do not share information with third parties not authorised
to receive it’. The company has only opened the door to anonymous alert procedures in the USA
where this is decreed by law.

In March 2009, Alstom received a “Specific AC Certificate” from the ETHIC Intelligence
International Certification Committee for the company’s compliance procedures vis-à-vis external
service providers.80 The certification committee at ETHIC Intelligence International was
commissioned by Patrick Kron to check the quality of Alstom’s compliance procedures for
external service providers in relation to international best practice, as well as controlling the quality
of the implementation of these procedures within each corporate unit.81 Following an audit period
of 4 months, the certification committee concluded that Alstom’s procedures and the
implementation of these were in accordance with international best practice, and it issued a
certificate for 2 years. The certificate applies only to a small part of Alstom’s overall compliance
system, i.e. the part referring to certain external service providers. Such sales agents are used in
30% of the company's total revenue. The approval system consists of five comprehensive steps,
where the agents are approved at various levels within the company. It usually takes between one
to two months to approve an agent. According to Alstom about 60 agents are approved each
year.82

Alstom’s reporting on the compliance system seems to be limited. Among other factors this is due
to the fact that the company does not make public information on the control and audit system , it
does not release investor dialogues regarding the issue, nor does it report whether there actually
have been alerts or cases of non-compliance. Since the compliance program was implemented in
2000, no surveys of employee understanding and awareness of the program have been carried
out.83

77 Alstom’s Code of Ethics, p. 9.
http://www.alstom.com/home/about_us/code_of_ethics/_files/file_43585_51500.pdf
78 General Counsel of the Alstom Group:
http://www.alstom.com/pr_corp/2006/corp/35641.EN.php?languageId=EN&dir=/pr_corp/2006/corp/&idRubriqueC
ourante=15445
79 Alstom’s Code of Ethics: http://www.alstom.com/home/about_us/code_of_ethics/_files/file_43585_51500.pdf
80Alstom’s website, ‘Alstom ethics and compliance rules certified by ETHIC Intelligence International’:
http://www.alstom.com/home/news/news/business_news/57175.EN.php?languageId=EN&dir=/home/news/news/bu
siness_news/

ETHIC Intelligence International website:
http://www.ethic-intelligence.com/media/extra/Certificat%20ALSTOM%202009_landscape.pdf

81 Certification Committee ETHIC Intelligence International: ‘SPECIFIC AC Certificate, decision to award and
registration of ALSTOM’s policy governing the management and control of sales and marketing agents’, Paris, 12
March 2009.

82 Alstoms reply to the Council, 10. November 2010.
83 Alstoms reply to the Council, 10. November 2010.
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were responsible for committing the bribery. These cases show that corruption has taken place in
various company divisions and that it occurred over a long period of time.

Since 2007 five states have initiated corruption investigations against Alstom. The ongoing
investigations seem to concern large bribes used to win contracts for the company. The federal
prosecutors in Switzerland suspect Alstom employees of having used an intricate system to
facilitate and conceal the bribes,84 including the use of fictitious consultancy agreements to conceal
suspicious money transfers, as well as shell companies and secret accounts in several closed
jurisdictions. The public prosecutors have now brought charges against Alstom’s alleged
intermediary and charged him of complicity in corruption. The recently initiated investigation in
the UK also relates to suspicion of bribing public decision-makers to secure the company contracts
in Africa and the Middle East. The French public prosecutors have formally charged Alstom's
subsidiary for the use of bribery in connection with operations in Zambia. The World Bank and the
European Investment Bank are now engaged in this case.85

Alstom’s past involvement in incidents of corruption, where large amounts were paid by high-
ranking company executives, as well as the recent corruption investigations against the company’s
alleged use of fictitious consultancy contracts, offshore companies and secret accounts to conceal
bribes, indicate that the practices must be considered serious according to the Guidelines. Based on
an overall assessment, the Council finds that the criterion of gross corruption has been met.

The next question that the Council has assessed is whether there is an unacceptable risk that the use
of gross corruption will continue in the future.

The present recommendation has looked into decisions of a legal nature that refer to acts
committed in the past. Information about the company’s previous conduct may provide an
indication as to the company’s future behaviour. The three documented instances involving
corruption dating from 1992 and 2001, as well as the extensive corruption investigations currently
underway against Alstom, suggest that the company must take effective measures if the risk of
future corruption is to be significantly reduced. It is reasonable to expect that a company has solid
routines and that it announces the implementation of certain measures following serious
accusations and incidents of corruption. The Council’s main concern is therefore to assess whether
the steps taken by Alstom and which are known to the Council may be sufficient to prevent
corruption. The Council attaches importance to the way in which Alstom has responded to the
disclosure of corruption in the company, partly through the documentation that Alstom has sent to
the Council and partly through information that has emerged in the media.

The company reports that it has implemented a series of measures since the Italian case in 2001
aimed at improving the internal guidelines and control systems. The Council makes a particular
note of measures aimed at centralizing consultancy agreements and certifying this system,
increasing the number of employees in compliance positions, the establishment of alert procedures
and the execution of internal corruption inquiries. These are measures which, seen in isolation, are
suitable for preventing corrupt practices. In view of the five ongoing corruption investigations
against company representatives, however, the Council questions the implementation and efficacy
of the company’s measures.

The investigations in Switzerland and in the UK are directed at alleged incidents involving
corruption committed after 2000. If there is a foundation for the suspicions, this indicates that the

84 The New York Times, ‘Swiss judge says Alstom investigation almost complete’:
http://www.iht.com/articles/2008/06/23/business/alstom.php
Der Spiegel, “Did Alstom bribe like Siemens?” by Jürgen Dahlkamp 1. July 2008:
https://www.spiegel.de/international/business/0,1518,563161,00.html
85 Alstoms reply to the Council, 10. November 2010.
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There is not as extensive evidence of systematic corruption in this case compared with the Siemens
case.88 The Council notices however that there are three documented cases of corruption, that there
are five ongoing corruption investigations against the company and that Alstom, in contrast to
Siemens, has shown very little willingness to acknowledge that a problem exists and to clean up. In
the Siemens case, it was particularly the intervention and investigation of American authorities that
led to the management actually acknowledging the misconduct and implementing comprehensive
cleanup in their own ranks. This element is absent in the present case.

In view of the above, the Council deems it improbable that Alstom will be able to prevent future
gross corruption. Based on an overall assessment the Council finds that there is an unacceptable
risk of continued use of bribery in the future.

10 Recommendation
The Council on Ethics recommends that Alstom SA be excluded from the investment universe of
the Government Pension Fund Global.

***

Gro Nystuen
Chair

Andreas Føllesdal Anne Lill Gade Ola Mestad Ylva Lindberg

(sign.) (sign.) (sign.) (sign.) (sign.)

88 The Council’s recommendation of 15. November 2007. Siemens AG.


