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Article for Finance Week
A Question of Bribery: what Shareholders might be asking you at this year’s AGM

John Burbidge-King, anti-bribery expert and CEO of Interchange Solutions – www.interchange-solutions.co.uk - explains why the next AGM may be a testing time for CFOs
With the Bribery Act 2010 now a few months from implementation, UK businesses have an even higher obligation to conduct their affairs within the law.  Businesses not only face prosecution and severe financial penalties, but the fallout may lead to a dramatic fall in share prices and the credibility of companies.

The Bribery Act 2010 introduces a new corporate offence of failure to prevent bribery.  The only defence a company will have is to demonstrate that it had adequate procedures in place.  

In the USA, national securities firm, Kendall, is now acting on behalf of the shareholders of Innospec Inc, whose British subsidiary was fined for bribing to secure overseas contracts.  Innospec and its UK subsidiary were fined a total of $40.2 million; Innospec has disclosed legal costs of more than $35 million and has to make a provision of £3.9 million for bribery compliance monitoring.

Your business may be up to speed with the change in law and have acted upon it, or it may not.   And then there is that grey area in between – as finance director, how do you know that bribery has not occurred in the past or is not taking place right now?

With shareholders waking up to the prospect of any wrongdoing which might affect their investment(s), here are just a few questions to expect at the next company AGM:

· Has the company conducted a formal risk assessment of both the impact of bribery and the Bribery Act 2010 and what measures has it taken to mitigate that risk?
· Exactly who in the company has taken on the responsibility for ensuring compliance with the Act?

· Are you aware of any bribery or corruption that has taken place in the business in the past three years?

· Have any of the directors or agents in the business been involved in bribery in the past?

· Does the company engage with agents overseas, and if so how sure are you that they are not involved in bribery?

· Does the company have adequate procedures in place to prevent bribery?
· Is the company prepared for an external investigation by the Serious Fraud Office?

· Will the company’s insurers cover the costs of an investigation, and in the worst case the defence? 

The AGM represents a prime opportunity for stakeholders in the business to ask direct, face to face questions of the directors responsible for governing the company.

The act of bribery itself is damaging enough if found guilty by the authorities, but the worst case scenarios demonstrate that the financial fallout goes a long way beyond direct penalties and will impact on the share price; honest investors dislike dodgy dealings and companies that do not hold up to scrutiny often find their share prices in free fall as a result.
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