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UK Anti-corruption Forum

Working together to combat corruption

What is the UK Anti-Corruption Forum?

The Anti-Corruption Forum is an alliance of UK busines®eissions, professional institutions, civil society origationsand
companies with interests in the domestic anternational infrastructure, construction and engineeringsecthe purpose
the Forum is to promote industry-led actions which cdp teeeliminate corruption. The members of the Forum belibag
corruption can only be eliminated if governments, banks,
these sectors co-operate in the development and implatioenof effective anti-corruption actions.

bssiaad professional associations, and companies work

EBRD debars Lahmeyer

The European Bank for Reconstruction and Developnieas
debarred Lahmeyer International from EBRD projeatsil it has
implemented an anti-corruption programme satisfgctto the
EBRD. The reason for the debarment by EBRD wasd#tmrment
of Lahmeyer by the World Bank. In November 2006 ¥iorld Bank
debarred Lahmeyer as a result of its finding thahrbeyer had
engaged in corrupt practices between 1991 and i9%7e World
Bank-financed contracts for the Lesotho Highlandt&WeProject.
This is the first case of cross debarment betweBiB#§

IDB releases list of sanctioned firms and individuals

The Inter-American Development Bank (IDB) has pdsten its
website the list of firms and individuals that wefi@ind by the
Bank's Sanctions Committee to have engaged in @itaotor corrupt
practices in violation of the Bank’s anti-corruptipolicies. Those
listed are ineligible to be awarded an IDB-financauhtract for the
time specified.
http://www.iadb.org//integrity/SanctionList.cfm?igumage=English

Baker Hughes subsidiary fined $44 million for bribery

Baker Hughes Services International Inc., a suasidof Baker
Hughes Inc, the oil field contractor, agreed in tH&A in April 2007
to pay $44 million in fines and penalties for addly bribing
officials within Kazakhstan's national oil compaiy,order to obtain
a contract. The fines and penalties are the laigessich a case. The
employees and commercial agents thought to bevadah the case
have been terminated.

As part of the agreement, Baker Hughes will payimioal fine of
$11 million, serve a three-year term of organisatlgrobation and
adopt a comprehensive anti-bribery compliance pnogne. In
addition, Baker Hughes settled a related suit ey $lecurities and
Exchange Commission, alleging civil violations bktanti-bribery
law by agreeing to pay some $23 million in resiitntplus interest,
and a $10 million fine for allegedly violating tI®EC's 2001 cease-
and-desist order in connection with the matter.

Overseas News

Employees of Japanese contractors admit bid-rigging

In March 2007, six defendants admitted rigging bodsprefectural
public works projects in Japan. They included mrnfer Wakayama
prefectural government treasurer, a former golfreewperator; and
former advisers, executives or employees of majontractors
Obayashi Corp., Hazama Corp., Tokyu Construction. @od

Kumagai Gumi Co. The bid rigging allegedly toolagg on two
tunnel construction projects, and a sewerage aortgin project.

Wolfsberg Group issues Statement against Corruption

In March 2007, the Wolfsberg Group issued its “Stant against
Corruption”. This was prepared in association wittansparency
International and the Basel Institute on Governanthe Statement
against Corruption identifies some of the measufiesncial

institutions may consider in order to prevent cptien in their own

operations and protect themselves against the misfs their

operations in relation to corruption. The membefrthe Wolfsberg
Group have expressed their opposition to all foofnsorruption and
their commitment to abide by laws designed to fighiruption. The
Wolfsberg Group members support a publicly led raitikeholder
approach to preventing corruption.

The Wolfsberg Group is an association of twelvebgldanks, which
aims to develop industry standards in financialises. It comprises
ABN AMRO, Banco Santander, Bank of Tokyo-MitsubihtJ,
Barclays, Citigroup, Credit Suisse, Deutsche B&#ldman Sachs,
HSBC, JP Morgan Chase, Societe Generale and UBS.
www.wolfsberg-principles.com

Special announcements

Debarment Discussion Paper
The UK Anti-Corruption Forum has published a distos paper
entitled “Fair and Efficient Debarment Procedure®etails on page
4 (Forum News)

Anti-Corruption Training Manual
Transparency International (UK) has published ati-Sorruption
Training Manual specifically for the infrastructumonstruction and
engineering sectors. Details on page 4 (Forum News
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Former EADS managers jailed for corruption in Germany

Two former managers at the Franco-German Europesonautic

Defence and Space Company (EADS) were sentengaistin terms

in February 2007 for corruption. They allegedlyemted hundreds
of thousands of dollars in kickbacks from sub-cactors. They
received sentences of four years and three yespgctvely. A third

accused, employed by EADS subsidiary Airbus, wagrgia one-

year suspended sentence. The charges relate toaatsnfor the

digitalisation of technical manuals, including the Tornado fighter
plane produced by an EADS subsidiary.

Former Siemens executives convicted of bribery

A German court convicted two former Siemens exeestof bribery
in May 2007, and ordered the company to pay adin@38 million.
The executives were convicted of paying approxitgegé million in
bribes from 1999 to 2002 to help Siemens win gabirte supply
contracts with Enel, an Italian energy company.e Tbntracts were
valued at about €450 million. Siemens has stdtatl the ruling is
illegal and that the company will appeal.

World Bank President resigns

Paul Wolfowitz resigned as president of the WorldnB in May

2007 after he was found to have breached Bank.ruteshad faced
widespread calls for his resignation after beinguaed of a conflict
of interest over a pay rise given to ex-Bank empdo$haha Riza. In
a statement, the Bank’s board of directors saicdctepted Mr
Wolfowitz’'s assurances that he had “acted ethicaihd in good

faith” in the handling of Ms Riza’'s role and remuat#gon. But it

acknowledged that a “number of mistakes” had beewen In

response, Mr Wolfowitz said his decision to resigams “in the best
interests” of the institution, which has more th480 member
countries worldwide.

Ekurhuleni Declaration

The Africa Forum on Fighting Corruption took placeMarch 2007.
It was attended by over 400 participants from acrdfica. The
forum issued the Ekurhuleni Declaration which pdeg a number of
anti-corruption recommendations to the African Uniaegional
economic communities, governments, business contimsi@ind civil
society organisations. These include:

« the speedy ratification and accession to the Afiridanion
Convention on Preventing and Combating Corruptemng the
United Nations Convention Against Corruption;

¢ the establishment, implementation and applicatibiaws that
will give practical effect to the letter and spioit the above anti-
corruption instruments;

¢ increased support to independent national antuption bodies
and law enforcement bodies;

¢ the creation of national compacts between govertsnensiness,
the media and civil society organisations, whickirgethe roles
and responsibilities of all parties in the fightagst corruption;

« the need for inter-state co-operation in the repoead return of
unlawfully appropriated public resources and assetéfrican
states from which they were plundered.

The forum required African Union member statesatfy the AU

Anti-corruption Convention by December 2007, to ankb on

prevention and awareness campaigns, and to credteldsuary 2008

a National Integrity Framework. The AU Commissiaifi establish

protocols for improved co-ordination and co-openativith respect to

inter-state corruption by July 2008. Regional EcoimCommunities
will establish dedicated systems to provide antigation support to

member states as of December 2008.

Africa Progress Panel

The Africa Progress Panel (APP) was launched idifBen April
2007. The APP’s mission is to monitor commitmemade by
bodies such as the G8 and the European Union omaraddAfrica.
The APP is chaired by former UN Secretary Generdl Knnan and
funded by Microsoft Chairman Bill Gates. Its memsbmclude Peter
Eigen, Bob Geldof, Graga Machel, Michel CamdesRaert Rubin

and Muhammad Yunus

FTSE4Good

FTSE4Good is the global responsible investment xnderies
calculated by FTSE Group. FTSE has an in-housepdtsible

Investment Unit that develops the index’s inclusgitandards and
engages directly with companies in meeting themitefla to counter
bribery were launched in 2006, and nearly 200 d¢restt companies
will need to meet the FTSE4Good Countering Brib€mnteria in

order to remain in the index.

www.ftse.com/ftse4good

International research on corruption

The University of Konstanz is leading a researclojgmt on
corruption across a range of European countrieginis to develop
means to optimise corruption prevention in the Htroceeds from
the assumption that the considerably varying pdimep of
corruption, determined as they are by culturakdrdiave significant
influence on a country’s awareness of the problachthereby on the
success of any preventative measures. The piiojezstigates the fit
between institutionalised prevention policies anowhthese are
perceived in daily practice, as well as how EU ddaigd countries
and EU member countries as a result handle the issaorruption.
In a final step, the research project intends tokemapecific
recommendations for re-adjusting this fit, andnieeistigate what role
the media play within this process in each indigidoountry. The
project internet homepage is:
www.uni-konstanz.de/crimeandculture

The Many Faces of Corruption

A new book, “The Many Faces of Corruption”, redgmtublished
by the World Bank, provides insights into the natand scale of
corruption in various sectors, while offering prepts for remedial
measures. A chapter on “making inroads in thedport sector
through control and prevention” refers to typicadls of corruption
on road projects being between 5% and 20%, and bigdrer in
some countries. When broader governance issuesc@ueled, the
potential for savings in transport sector expemditin developing
countries is estimated as typically being betwe@¥ Bnd 40%. This
is for a sector that normally accounts for betw&éfo and 20% of
national expenditure. The economic consequencesassessed as
being higher still, as corruption causes limitedorgces to be
diverted to projects with lower rates of returnn response, the
authors propose the use of prototype “road maps’identify
corruption vulnerabilities, with “orange” and “redVarning signals.
Specific proposed remedial measures are then et ou

Some of the issues raised by this book were disduas part of a
brainstorming session held in London dfi May 2007. Organised
by TI (UK) and hosted by BOND, this was attended by
representatives of a wide range of groups inclu@fdpD, the World
Bank, Academics, NGOs, NATO, and the Developing r@oes
Working Group of the UK Anti-Corruption Forum. [Rds of the
book can be found at:
http://publications.worldbank.org/ecommerce/catgdooduct?item_id=5824318
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OECD Anti-bribery Working Group review of UK
compliance with OECD Convention

At its March 2007 meeting, the OECD Working Group Bribery,
(which brings together all 36 countries that haigmed and ratified
the OECD Anti-Bribery Convention) re-affirmed itsrus concerns
about the United Kingdom’s discontinuance of the EBAAI
Yamamabh investigation and outlined continued sloniags in UK
anti-bribery legislation. It urged the UK to renyedhese
shortcomings as quickly as possible and has dediolezbnduct a
supplementary review of the United Kingdom. Théee will focus
on progress in enacting a new foreign bribery land will examine
whether systemic problems explain the lack of fymdbribery cases
brought to prosecution as well as other mattersedain the context
of the discontinuance of the BAE Al Yamamabh invgsstion.

Consultation on reform to UK anti-bribery law

The UK Government has for some years been consglegforming

the law of bribery. The existing laws are 18890@%nd 1916 (as
amended for overseas bribery in 2001). The refprotess was
started several years ago. However, the corrufsiibmtroduced by

the Government in 2003 was very hard to underssagidwas widely
criticised. Because of this, the Government thethdrew the

previous bill in March 2007, and announced an urgemsultation

on a new law. The target to introduce a new bilDctober 2008.

Olympic Delivery Authority — Procurement policy

The ODA has published, after a detailed consuhatitheir
Procurement Policy. It is an aspirational documesith the detail to
be contained in other documents, many of which heteyet been
published. The Procurement Policy contains thelofiohg
paragraph:

“4.5 The ODA requires a high degree of integritgnsparency and
probity, not only from its staff and agents, buonfr all its
designers, contractors and sub-contractors. Thdlyall be
required to comply with the ODA's various codes at@tegies
on probity, audit, fraud, anti-corruption and whestlowing.”

The UK Anti-Corruption Forum made a submission e ODA in
October 2006 as part of its consultation. The Fomelcomes this
commitment by the ODA and has offered to provideoaking group
to assist the ODA on the preparation, developmemid a
implementation of anti-corruption measures.

OFT makes ‘fast track’ offer in biggest ever
UK cartel investigation

The Office of Fair Trading (OFT) announced in Ma&B07 that it
was looking to fast track its current bid riggirgrtel investigation in
the construction industry, by making an offer oflueed financial
penalties to all those implicated companies thatehaot so far
applied for leniency but are willing to co-operatigh the OFT.

UK News

Over the last two years the OFT has been carrying an

investigation into bid rigging by construction coampes in England,
and during this investigation 57 companies havenba&led, and 37
companies have applied for leniency. As a rediuth®investigation,
the OFT has uncovered evidence of bid rigging iougiands of
tenders with a combined estimated value approadi8rigjllion.

Under the OFT'’s leniency programme, members oketzarhay have
their financial penalty reduced substantially oeythmay be able to
avoid a penalty altogether. The OFT wrote to besses that are a
suspect party in the cartel investigation but hasteso far applied for
leniency, and notified these companies that it béllmaking them an
offer of a reduced financial penalty in exchange ddmissions to
participation in bid rigging along with certain aiary promises.
The reductions in penalty available to these congsawill not be as
large as those available to the companies that lzpuied for
leniency, but will still be significant.

Under the Competition Act 1998 and Article 81 oé tEC Treaty,
cartels are prohibited. Any business found to beeanber of a cartel
could be fined up to 10 per cent of its worldwidernbver.

Involvement in a cartel can also result in criminahviction and up
to 5 years imprisonment under the Enterprise A€220To date the
OFT has imposed aggregated financial penaltiesusf pver £4
million for bid rigging in the roofing industry.

MoD official jailed for accepting bribes

A Ministry of Defence official who took bribes telp an American
company win a multi-million pound contract was ggilfor two years
in April 2007. The official bought a Spanish vildter he received
more than £200,000 in secret payments. He wasiarsmployee at
the MoD in charge of contracts for gas supplies eqaipment. He
enjoyed lavish hospitality from the California-bdsePacific

Consolidated Industries (PCI), the company that wasntually

awarded a contract. The company paid for theiaffend his wife to
travel to the US, put them up in hotels, entert@itreem on a yacht,
and paid him more than £217,000 over a four-yeaoge In return,

the official provided the company with informatiocrucial to

winning a £4.5 million contract to supply gas ara$ gontainers to
Britain's armed forces over several years. Theiaff was arrested
when auditors noticed suspicious accounting in loeks of the
American company following a takeover. The infotima was

passed on to the MoD and the official was arrested.

Combating International Corruption:
UK Action Plan for 2006/07

In March 2007 the UK Government published “Comlbmtin
International Corruption - UK Action Plan for 2008/ - Interim
Progress Report”. It summarises the UK Governmsent’
achievements and aspirations in relation to:

¢ investigating and prosecuting bribery overseas;

¢ eliminating money laundering and recovering staesets;

«  promoting responsible business conduct in devetppountries;

e supporting international efforts to fight corruptio
www.dfid.gov.uk/news/files/combating-corruption-act-progress-news.asp




UK Anti-Corruption Forum

Newsletter No. 6
May 2007

UK Anti-Corruption Conference — 2" October 2007

The Forum is holding a major anti-corruption coefege in London
on 2Y October 2007, entitted “Preventing Corruption

Infrastructure”. Hilary Benn will open it. The wfgrence will focus
on practical aspects of corruption prevention, aiibinclude senior
speakers from the UK and Tanzanian Governmentstrasiors,
consultants, professional institutions, the Beijimpd London
Olympics, the World Bank and EU Commission. Onde t
programme is finalised, details will be published the Forum's
website.

in

Forum Discussion Paper
“Fair and Efficient Debarment Procedures”

In May 2007, the Forum published a discussion papétled “Fair
and Efficient Debarment Procedures”. The Forunpsts the use
of debarment as one of a range of anti-corruptictioas provided
that debarment is implemented in a fair and efficimanner. This
discussion paper recommends certain minimum regeinés. In
particular, the paper states that it is vital tlebarment procedures
are implemented in accordance with good judiciahcpce, are
transparent, are uniformly applied, and provideemives as well as
penalties. The Forum calls in the paper for irdéomal guidelines
on debarment to be drawn up and agreed.
http://www.anticorruptionforum.org.uk/acf/news/pigaltions/

Twelfth Meeting of the Forum

The twelfth meeting of the Forum was held dhApril 2007. The
activities of the working groups and other relevasgues were
reviewed, and future actions were agreed.

Forum News

Anti-Corruption Training Manual

Transparency International (UK) has published arni-@orruption

Training Manual specifically for the infrastructyreonstruction and

engineering sectors. The Manual aims to help usehgeve a better

understanding of corruption and how to avoid it.cdn be used by
individuals, and by companies as part of their ocafe training.

e Section 1 provides an overview of what constituidesruption,
who may be liable for corruption, and how it maydweided.

e Section 2 provides 47 detailed examples of coroapti
throughout the project cycle. Each example alsts lithe
possible criminal offences which may have been cittach
under the law of England and Wales.

e Section 3 provides some simple anti-corruption guehich
individuals should follow (and which companies abihpose
on their employees) to try to ensure that no cdioapoffences
are committed.

e Section 4 provides practical advice as to whatviddals and
companies should do when faced with a potentiatiyrupt
situation.

e Section 5 provides an explanation of the relevantinal law of
England and Wales (with cross references to thenpbes in
Section 2).

The Anti-Corruption Forum, in its i2Meeting on & April 2007,
recommended that this Training Manual should bel iseindustry
participants.

http://www.anticorruptionforum.org.uk/acf/fs/tranu/

Joining the Anti-Corruption Forum
For information on how to join the Forum eitheritvthe website
or contact the Co-ordinator (see addresses below).

Information on the Anti-Corruption Forum
For information on the Forum, either visit the wigdas

www.anticorruptionforum.org.uk

Or contact Neill Stansbury, Forum Co-ordinator, at
coordinator@anticorruptionforum.org.uk

Editorial Panel
Editor: John Howell
Hamish Goldie-Scot
Tom Osorio
Neill Stansbury
Andy Walker
For comments on this Newsletter, or contributiond suggestions for
future editions, please contact John Howell at
Living_Resources@compuserve.com
The next edition is due in August 2007.




