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Press release
Lack of adequate procedures will find companies counting cost of corruption
News that a Viennese Count has been charged by the Serious Fraud Office with corruption in connection with defence contracts between BAE Systems plc and certain countries in Eastern and Central Europe is a timely reminder to individuals and British businesses that the appointment of overseas agents requires stringent checks and ‘adequate procedures’ if companies are to avoid potential prosecution in the courts.

Last week (Friday the 29th of January), the Serious Fraud Office announced that Count Alfons Mensdorff-Pouilly, a former BAE agent, had been charged with conspiracy to corrupt, contrary to section 1 of the Criminal Law Act 1977.  Specifically the Count has been charged with making illegal payments to government officials in the Czech Republic, Hungary and Austria to secure jet fighter deals for the company.
The charge follows another high profile announcement by the Serious Fraud Office earlier in January 2010 that the former head of construction company, Mabey & Johnson, faced prosecution over alleged corruption.  Mr David Mabey faces charges of false accounting and breaching United Nations sanctions on Iraq after his company admitted bribing foreign officials in six countries.

The prosecution of Mr Mabey highlights the dangers facing executives and directors of companies involved with corruption.
With the Bribery Bill expected to become law in 2010, businesses will have an even higher obligation to conduct their affairs within the letter of the law.   It will introduce a new corporate offence of failure to prevent bribery and, if convicted, a company may incur defence costs, an unlimited fine and individual conviction.

John Burbidge-King, anti-corruption expert and CEO of Interchange Solutions, an organisation that helps companies fight corruption, said: “Investigations and prosecutions are increasing for overseas bribery, particularly through agents and advisors.  This latest charge is one of several underway by the Serious Fraud Office, as well as authorities in the USA, focusing on aerospace and defence companies throughout the supply chain. 

 “When looking at new business opportunities and markets, there is a requirement to properly assess the need for an agent and how that fits with the business strategy of the company.  This should include robust and thorough integrity due diligence, selection and appointment processes, especially in overseas markets where the risk of corruption is that much higher.”
“The only defence is for a company to prove ‘adequate procedures’ were already in place to prevent the bribe.  This may include evidence of independent due diligence of the selected agent, good record keeping, and provision for performance related agreements, not simply a one off fee or fixed commissions.”
“Adequate procedures guidance will eventually be spelt out once the Bribery Bill becomes law. But it will be up to the courts to decide whether a company, appropriate to its size and business, can demonstrate it had adequate procedures in place to mitigate bribery.  In our experience there are number of procedures that are relevant to the management of representatives, which provide demonstrable evidence that effective procedures are in place.”
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Editor notes

About Interchange Solutions – www.interchange-solutions.co.uk
Interchange Solutions helps organisations to underpin their reputation through the mitigation of bribery, corruption, fraud, cybercrime and related risk.

Interchange provides advice, training, due diligence and integrity audit of an organisation’s ability to mitigate corruption and related risk.  The company submitted evidence to Parliament’s Joint Committee on the Draft Bribery Bill. Interchange is a member of the A|D|S, the trade association for aerospace, defence and security companies and the UK Defence Business Ethics Forum.

John Burbidge-King WB, MCMI is founder and CEO of Interchange Solutions.

A former officer in the Royal Marines, John has had senior roles in business from banking electronics, biometrics to security printing from Chile to China.

He has lived in the Far East, the Arabian Gulf and California; a member of the UK Fraud Advisory Panel, an Associate of the Institute of Risk Management, speaks Arabic and is a Court Assistant of the Worshipful Company of World Traders.[image: image1.jpg]
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