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Navigating the
anti-corruption maze
— decision time for retailers

The important questions your should be asking




Bribery Act - key risks for retailers

The retail sector - the most at risk?

The retail sector is potentially one of the most exposed
to the risks of bribery and corruption. One of the
primary areas of risk is the need to keep supply chains
operating effectively. However, legacy common
practices now create exposure under the UK's new
Bribery Act, these include:

*  paying freight forwarders to ensure shipment

*  paying local brokers to induce officials to get
delivery from factory to port

* inducing manufacturers to alter production
schedules.

These common scenarios illustrate the difficult choices
that retailers face every day. Depending on their
approach to dealing with these risks retailers face
breaching the new UK Bribery Act.

In the case of most retailers there are sufficient checks
and balances in place to minimise the risks. However,
when dealing with overseas joint ventures or using
outsourced third parties, often in countries where
bribery and corruption is perceived as high, how can a
retailer be sure that bribes are not being paid by those
associated with it?

The UK Bribery Act

The UK Bribery Act contains provisions to prosecute
companies and individuals engaged in bribery for
business gain. The legislation:

* introduces the new corporate offence of failure to
prevent bribery by 'associated persons' working on a
commetcial organisation's behalf

* makes it a criminal offence to give, promise or offer
a bribe and to request, agree to receive or accept a
bribe either at home or abroad

*  sets the maximum penalty for individuals for
bribery at ten years imprisonment, with an
unlimited fine, which also applies to companies.

Leaving aside excessive corporate hospitality the Bribery
Act unfortunately catches retailers who operate under
'normal circumstances'. Some of the key risk areas,
outlined in the Act, for retailers are:

* facilitation payments to local officials to secure
provision of service

* joint ventures or third parties who are associated
persons operating on behalf of the retailer.

Facilitation payments

The new Act maintains the prohibition on
facilitation payments - small payments paid to low
level officials to secure the provision of a service.
The often cited example is the $100 paid to a port
official to ensure the timely unloading of a perishable
cargo. In many low cost jurisdictions these sorts of
payment are regularly reported as unavoidable - this
poses risks for businesses operating in these markets.

Particular care must be taken when dealing with
foreign public officials as a separate offence exists and
the test of what constitutes a bribe is lower. The
difficulty for companies is that, in countries such as
China and Bangladesh, nearly all aspects of business life
will involve contact with public officials and exposure to
the demands for such payments to be made.

Associated persons

The law is drafted in such a way that a company can
also be prosecuted if those associated with it pay bribes
on its behalf. This might include subsidiaries operating
in a different jurisdiction, joint ventures and consortia
of which the UK company is a participant and even
perhaps franchise arrangements.

A strategy for responding to the Act

As well as the severe penalties for companies that get it
wrong, the impact on a company's reputation, as well as
its share price, can also be devastating.

However, the new law provides companies with a
defence if they can prove that they have in place so
called '"Adequate Procedures' to prevent bribery. What
counts as 'adequate’ will depend on the bribery risk
faced - typically large retailers operating in overseas
markets where bribery is known to be commonplace,
will have to do more to prevent bribery in their
organisations.

Acknowledging the challenges in embedding an anti-
corruption strategy Grant Thornton have included in
this document a series of questions that should help an
organisation to identify where in the process it is, in
terms of ensuring procedures are adequate and that they
don’t unwittingly
fall short of the law.




Navigating the anti-corruption maze - which stage are you at?

1. Tone trom the top 2. Strategy 3. Implementation 4. Investment

Making the right levels of investment (in terms of budget and people)
and aligning this to senior responsibility for anti-corruption matters is
the final key decision for the board to make.

Once a clear strategy is in place, implementing it throughout the business across
all staff and jurisdictions is critical to ensure success. Clear policies and procedures
must be in place to ensure consistent application of the strategy.

A board sponsored strategy needs to be established and
should reflect a clear position on risk appetite as well as
an accurate assessment of risk exposure.

Specific responsibility for an anti-corruption programme needs to be allocated to
a board member or experienced senior manager who has the relevant authority to
overcome any barriers encountered. Without this a clear tone from the top is unlikely.

Has anyone in your
organisation been given
specific responsibility for
anti-corruption matters?

What is their role?
Are they a board member or an
experienced senior manager?

Were you aware under the
new Bribery Act businesses
are advised to have a board
member responsible for
corruption issues?

Who will be responsible for
ensuring you have adequate
procedures in place?

What is your organisation’s
Risk appetite?

Do you have a policy in place that
covers facilitation payments and
associated risks?

Have you yet accounted for
successor liability in your
M&A activity?

Does the board understand
its organisation’s current
risk exposure?

Has an enterprise wide
Corruption Risk Assessment
(CRA) been conducted?

Is your anti-corruption strategy
sufficient to meet the likely
requirements of the new
Bribery Act?

How many agents or other
intermediaries to assist in
winning business do you use
and are they easy to monitor?

Do you have an
anti-corruption strategy?

What are its components?

How does it relate to your
ethics risk structure?

Is it aligned with financial
crime and fraud risk?

Is it aligned with anti-money
laundering competition risk?

How is your corporate governance
policy/strategy linked with anti-
corruption considerations?

Is your anti-corruption strategy
implemented consistently?

Does the board have good oversight and
control of business unit operations in relation
to delivery of policies and procedures?

Are your internal controls aimed at
preventing and detecting corruption risks
and mitigating them to acceptable levels?

Do your polices and procedures fully
address facilitation payments, gifts,
entertainment, corporate hospitality, or
political donations on a global basis?

Are reports of corruption investigated
and appropriate sanctions employed?

Do you have an effective compliance monitoring
programme which provides the requisite assurance?

How advanced is the implementation
of your anti-corruption strategy?

Is the strategy deployed across the entire
organisation affecting staff at all levels?

Is there a training programme in
place for the board, management
and all other staff?

How is training effectiveness assessed?

Is staff training conducted with
face-to-face questions?

Can the strategy be implemented
consistently across all jurisdictions
of your business?

In preparation for the
Bribery Act, how much has
your organisation invested?

What further investment
do you have planned?

How much has your
organisation invested in its
business ethics agenda?

Will you be focusing on
people or systems: new
talent, training or systems
improvement?

Where we can help

o Anti-corruptions strategy
review and advice

Where we can help

e Transactional Enhanced Due Diligence: 3\
identifying corruption risks as part of the
enhanced due diligence process

e Guidance on Adequate Procedures

e Deliver facilitated corruption risk
assessment workshops

 Provide bespoke management and staff training

¢ Help assessing the effectiveness of
existing training programmes

Where we can help

e Conduct a Corruption Risk
Assessment (CRA)

e Compliance Programme development,
implementation and assessment

e Anti-corruption strategy review, M&A/successor

Where we can help
¢ Advice on adequate procedures

¢ Create bespoke programmes
on adequate procedures and
staff/management training

¢ Data Analytics/Forensic Technology: developing

data mining and interrogation capabilities that can
highlight potentially problematic transactions quickly
and effectively

 Business ethics review
and advice

* Bespoke anti-corruption
training

 Business Intelligence Services: obtaining
information relating to the background and reputation
of potential joint venture partners, sales agents or
other business partners who may fall into the
definition of ‘associates’

Our deep knowledge of the issues involved in combating
corruption enables us to provide boards with real insight into \
the issues and risks which they face relating to corruption.

Our experience in this field also allows us to propose

effective, real-world solutions to issues that arise and to

make recommendations which can improve an organisation’s

ability to protect itself and to do business better.

The guidance strongly suggests that large organisations
should consider external verification of the effectiveness
of their anti-bribery policies.

Grant Thornton is uniquely qualified to assist
organisations in obtaining such external verification of
the effectiveness of their anti-corruption programmes.

Monitoring and review mechanism

For larger organisations, there should be:
e formal incident management procedures

How we
can help  m=r-




Contact us

If you would like to find out more about how Grant Thornton can assist you with your anti-corruption matters,
please contact

Sterl Greenhalgh Barry Knight
Partner, Head of Anti-Corruption Group Head of Retail
T 020 7728 3448 T 020 7865 2150

E sterl.greenhalgh@uk.gt.com E barry.s.knight@uk.gt.com
or email: askoncorruption@uk.gt.com

Alternatively, visit our website at www.grant-thornton.co.uk/anti-corruption
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