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Workshop 2: Strengthening Integrity Risk Management:
Making Internal Controls Work in Practice
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Case Study X - Background
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Pacific Renewables Ltd. (PRL) is a fast-growing energy infrastructure company in the Asia-Pacific region. After winning a major solar
infrastructure contract, PRL set an ambitious goal to begin construction within six months. To meet tight deadlines, the Procurement Director,
David, was authorized to accelerate supplier selection and onboarding.

Under PRL's Code of Conduct, employees must:

» Disclose actual, potential or perceived conflicts of interest;

*  Conduct risk-based due diligence on suppliers and contractors;

*  Ensure competitive procurement for contracts above US$ 500,000; and

« Obtain Compliance Department approval for exceptions to procurement procedures.
As the project moved forward, several integrity concerns began to emerge.
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Case Study X — Background
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Supplier Selection: PRL awarded a US$ 12 million equipment contract to GreenSource Trading Ltd., a company established only eight
months earlier. Although its pricing was competitive, ownership information was limited, enhanced due diligence was waived due to time
pressure, and the company had been recommended by a consultant involved in the procurement process.

Contract Changes: Three months later, GreenSource requested contract amendments due to unexpected logistics costs. A series of change
orders increased the contract value by 25%, with each amendment approved separately and remaining below the threshold for executive
review.

Integrity Review: During a routine audit, the Compliance Department found that Procurement Director David had previous ties to an
investment firm holding an interest in GreenSource, but no conflict-of-interest declaration had been submitted. Auditors also found no
evidence that ownership information had been independently verified, and several subcontractors had not signed PRL's Supplier Integrity
Declaration. In addition, procurement staff viewed due diligence as a compliance formality, and no new risk assessment was conducted after
the project expanded.
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Case Study X — Questions
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Questions / |a]&R » Integrity risk assessments / Jg{= X\ B& 1545l
1. Integrity Risks / jgi{E X &R 5!
What integrity red flags can you 1dentify in this case? 3. Risk Mitigation Measures / X fQ4EfZHShE
R ARZAPREEREXEES. What additional measures would you recommend to strengthen
C0n51der. integrity controls?
*  Conflicts of interest / F|zx)5e SRR LR MAFE LIRS I (ST AR EE?
*  Beneficial ownership transparency / SZzSFrENGERE Consider:
*  Supplier selection and procurement / RN EEIR SR *  Governance and oversight / ;818 5NE
- Contract amendments / &[F25& * Risk-based due diligence / EZ_F}_[,BﬁE’jRH E
*  Third-party management / S5 =75 &1H *  Beneficial ownership verification / £53 \}:’l}fﬁ 1:2*?%

 Integrity culture and management oversight / | {E (Yt 5S&EEINE *  Supplier integrity requirements / {tt }“‘ﬁlﬁjg{;gx
« Approval and escalation controls / Bt SFR 44l

2. Assessment of Existing Controls / IG5 iEiFL *  Training and integrity culture / 23| S S SV E IR
Which internal controls appear to have failed or been bypassed?

DAR L P BBz e P RE S R B AR AL 2 4. Continuous Monitoring / {F£E i

Assess the effectiveness of: How can PRL ensure integrity risks are continuously identified
*  Conlflict-of-interest disclosures / Fl|z5 5 FRIR A ) and managed throughout project implementatiorﬁ

* Supplier due diligence / {tiyE/REREE PRLA AR B SLhE 23 FE LR pI I S IS X,
+ Procurement approval controls / SERTEEHATL4 i, TR TARIR B ER?

*  Contract monitoring / &E])EEH4l
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Case Study X — Loopholes and Integrity Risks
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The case study is informed by the United Nations Convention against Corruption (UNCAC), UNODC's An Anti-Corruption Ethics and
Compliance Programme for Business: A Practical Guide (2026), the Doing Business with Integrity programme, and international good
practices on supply chain integrity and third-party risk management.
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