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CORRUPTION COMPLIANCE IN INVESTMENT BANKS – PROPOSED NEW GUIDANCE 

 
SUMMARY 

The UK Financial Services Authority (“FSA”) has found a number of failings in relation to anti-bribery 
and anti-corruption compliance within the investment banking sector. Consultation on the FSA’s 
proposed update to its regulatory guide – “Financial crime: a guide for firms” – will close on 29 April 
2012. 

FSA REVIEW 

On 29 March 2012, the FSA published the findings of its review of the anti-bribery and anti-
corruption controls that have been developed and implemented by investment banks (“Review”).  
Between August 2011 and January 2012, the FSA visited 15 firms, including 8 global investment 
banks and a number of smaller operations, to examine how investment banking firms have sought to 
mitigate their bribery and corruption risks.  Before beginning the Review, the FSA consulted a range 
of stakeholders, including the Serious Fraud Office, Serious Organised Crime Agency, Ministry of 
Justice, British Bankers’ Association and Transparency International. 

The FSA assessed the firms’ anti-bribery and anti-corruption practices across a range of criteria, 
including governance and management information, bribery and corruption risk assessment, policies 
and procedures, third party relationships and due diligence, payment controls, gifts and hospitality, 
staff recruitment, training, remuneration structures and incident reporting. The following key 
weaknesses were identified: 

 Limited understanding of the applicable legal and regulatory regimes; 

 Incomplete or inadequate bribery and corruption risk assessments, with 7 firms having failed to 
consult staff or experts as part of their risk assessment; 

 Lack of or poor quality management information on bribery and corruption issues; 

 Inadequate management information to allow monitoring – on a cumulative basis – of gifts and 
expenses in relation to particular clients/projects; 

 Failure to monitor the effectiveness of anti-bribery and anti-corruption controls, with only 2 firms 
having either started or carried out specific anti-bribery and anti-corruption internal audits; and 

 Significant weaknesses in the firms’ dealings with third parties used to win or retain business, 
including in relation to due diligence, politically exposed persons screening, ensuring and 
documenting a clear business rationale, risk assessment and regular review. 

“Firms across all sectors must have appropriate controls to manage their financial crime risks, 
whether related to bribery and corruption or otherwise. The FSA and, from next year, the Financial 
Conduct Authority will continue to focus on financial crime risks in this sector and beyond to ensure 
firms are meeting their legal and regulatory obligations.” 

Tracey McDermott, Acting Director of Enforcement and Financial Crime, Financial Services Authority 

http://www.cov.com/
http://www.fsa.gov.uk/static/pubs/other/anti-bribery-investment-banks.pdf
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FSA ENFORCEMENT ACTION 

The FSA is now considering whether to take further regulatory action in relation to certain firms that 
were assessed as part of the Review.  The FSA’s willingness to commence regulatory action against 
firms deemed to have inadequate anti-bribery and anti-corruption controls is evidenced by previous 
cases: 

 In July 2011, the FSA fined Willis Limited £6.895 million for failing to establish adequate 
systems and controls to combat the risks of bribery and corruption associated with making 
payments to overseas third parties. 

 In January 2009, the FSA fined Aon Limited £5.250 million for regulatory failings similar to those 
of Willis Limited.    

In both the Willis and Aon cases, a finding that bribery or corruption actually had occurred was not 
required for the FSA to take regulatory action.  Both Willis and Aon chose to settle the actions against 
them early, thus benefitting from a 30 percent reduction in the fine the FSA originally had proposed.  

CONSULTATION ON PROPOSED NEW GUIDANCE 

As a result of its Review, the FSA has proposed to update its regulatory guide – “Financial crime: a 
guide for firms” – with new guidance, including examples of good and poor practice. Although the 
regulatory guide is non-binding, the FSA expects firms to be aware of its contents and, when 
appropriate, consider how to translate the guidance into effective policies and controls. Responses 
to the proposed new guidance must be submitted to the FSA until 29 April 2012. 

CONCLUSION 

The Review illustrates the FSA’s continued focus on the adequacy of the anti-bribery and anti-
corruption systems and controls of regulated firms.  Although the FSA does not enforce the UK 
Bribery Act 2010, firms that the FSA finds to have deficient anti-bribery and anti-corruption systems 
and controls are likely to face additional scrutiny from the Serious Fraud Office and other 
enforcement agencies.  To limit their potential exposure to FSA fines and prosecution under the 
Bribery Act 2010, firms must be proactive – not reactive – in implementing an adequate anti-bribery 
and anti-corruption compliance framework.   

 

If you have any questions concerning the material discussed in this client alert, please contact the 
following members of our white collar practice group: 

Robert Amaee (Anti-Corruption) +44.(0)20.7067.2139 ramaee@cov.com 
Simon Currie (Financial Services) +44.(0)20.7067.2011 scurrie@cov.com 
 

 
 
This information is not intended as legal advice.  Readers should seek specific legal advice before acting with regard to the subjects 
mentioned herein.  

Covington & Burling LLP, an international law firm, provides corporate, litigation and regulatory expertise to enable clients to achieve their 
goals.  This communication is intended to bring relevant developments to our clients and other interested colleagues.  Please send an 
email to unsubscribe@cov.com if you do not wish to receive future emails or electronic alerts.   

© 2012 Covington & Burling LLP, 265 Strand, London WC2R 1BH.  All rights reserved. 
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