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Fortnightly Financial Newsletter

Regulatory Enforcement  
Tracey McDermott (director of supervision, investment, wholesale 
and specialists at the Financial Conduct Authority (“FCA”)) delivers 
speech on wholesale conduct risk – On 24 July 2015, Ms McDermott 
delivered a speech at the British Bankers’ Association Conference 
“Wholesale Markets and Risk: FEMR and beyond” in London. The key 
areas discussed included: 

• Regulators and the industry – the FCA’s role in working with the 
industry on solutions to rebuild reputation and embed cultural change.

• Five conduct questions – firms to identify and manage conduct risks by 
asking themselves: (1) how to identify the conduct risks inherent within 
their business; (2) who is responsible for managing the conduct of their 
business; (3) what support mechanisms there are to enable people to 
improve the conduct of their business or function; (4) how the board 
and executive committees gain oversight of the conduct of the firm; and 
(5) whether there are any perverse incentives, or other activities, that 
undermine any strategies implemented to answer questions (1) to (4).

• Individual accountability – creating a system in which individuals are 
accountable for their actions.

Ms McDermott commented that “The risks arising from misconduct is 
[sic] one of the largest contingent risks on a firm’s balance sheet. It rarely 
matures, can’t be sold or hedged using normal market instruments. Any 
other risk this large, with these characteristics, would be managed and 
mitigated to within an inch of its life. Yet stick the word ‘conduct’ in front 
of it and suddenly it is not.” 

LIBOR trader banned by FCA – On 21 July 2015, the FCA released a 
final notice prohibiting Mr Lee Stewart, a former trader at Rabobank, 
from engaging in any regulated activity. The FCA’s prohibition follows Mr 
Stewart’s guilty plea to charges, brought by US Department of Justice 
(“DOJ”), of conspiracy to manipulate LIBOR. As a result, the FCA has 
found that the trader “lacks honesty and integrity and, therefore, is not 
fit and proper”.

FCA and PRA censure The Co-operative Bank PLC (“Co-op Bank”) 
– On 11 August 2015, following a joint investigation, the FCA and PRA 
have censured Co-op Bank. The FCA’s Final Notice concluded that 
the Co-op Bank breached Listing Rule 1.3.3R (misleading information 
not to be published) regarding statements made on its capital position 
in its financial statements for the year ending 31 December 2012, and 
breached Principle 11 by failing to notify the FCA of intended changes 
to two senior positions. The FCA did not impose a financial penalty due 
to exceptional circumstances. The PRA in its Final Notice determined 
that the Co-op Bank breached Principles 3 and 11. The PRA would have 
imposed a financial penalty of £85.3 million (Stage 1: 30% discount), but 
determined this would not advance its objective to promote the safety 
and soundness of the firms the PRA regulates. 

Financial Crime 
SFO to investigate Quindell PLC – The SFO has announced that it has 
opened a formal criminal investigation into business and accounting 

practices at Quindell. The SFO has not provided any details of its 
investigation, but the company has been subject of allegations 
regarding recent restatements of historic financial results. This follows 
the FCA’s recent announcement that it was investigating Quindell’s past 
statements to the market.   

Key Global Developments 
Hong Kong: The Hong Kong Monetary Authority (“HKMA”) 
reprimanded and fined State Bank of India’s Hong Kong branch 
(“SBIHK”) for internal control failures relating to its Anti-Money 
Laundering and Counter-Terrorist Financing system – On 31 July 2015, 
the HKMA published its Statement of Disciplinary Action against SBIHK 
for failing to carry out money laundering checks and establish appropriate 
procedures in accordance with the Anti-Money Laundering and Counter-
Terrorist Financing (Financial Institutions) Ordinance (“AMLO”).

SBIHK was publicly reprimanded by the HKMA and fined HK$ 7,500,000 
(approximately US$ 1 million). SBIHK was also required to appoint an 
independent external advisor to monitor its remedial plan for addressing 
the contraventions.  

This is the first enforcement action initiated by the HKMA for contravention 
of the AMLO (in force since 2012). The AMLO stipulates requirements 
for financial institutions in relation to their customer due diligence and 
record-keeping. The Director-General (Enforcement) of the HKMA, Ms. 
Meena Datwani, said that the HKMA “wants to send a clear message to 
the industry that all authorized institutions should have effective AML/CTF 
systems and controls in place to, among other things, detect and report 
suspicious transactions based on their knowledge of their customers”. 

USA: Louis Berger International Inc. (“Louis Berger”) paid US$17 
million to resolve FCPA charges for bribing foreign officials in India, 
Indonesia, Vietnam, and Kuwait to win construction management 
contracts – The construction management company entered into a 
deferred prosecution agreement on Friday, 17 July 2015. In addition 
to paying the US$17.1 million criminal penalty, Louis Berger agreed to 
enhance internal controls and retain a compliance monitor for at least 
three years. Two former executives also pleaded guilty to conspiracy 
and violations of the FCPA. 

USA: Former SAP International Inc. (“SAP”) executive pleads guilty 
to violating the FCPA by paying bribes in Panama – SAP’s former 
head of Latin American sales, Mr Vicente E. Garcia, admitted paying 
bribes to Panamanian officials to win government technology contracts 
for SAP. According to the DOJ, the director believed that paying the 
bribes was “necessary to secure both the initial contract and additional 
Panamanian government contracts”. The director settled a United States 
Securities and Exchange Commission enforcement action by agreeing 
to disgorge US$85,965 (the total amount of kickbacks he received) plus 
prejudgment interest. 

Total FCA Fines  
• FCA fines total for 2014: £1,471,431,800. 

• FCA fines total for 2015 (as at 18 August 2015): £818,878,656. 
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