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Good men are bound by conscience
and liberated by accountability.

— Wes Fessler; American author

Very recently, the United States Securities and Exchange
Commission (US SEC) announced the very first Non-Prosecution
Agreement (NPA) for possible violations of the Foreign Corrupt
Practices Act (FCPA) with fashion and clothing company Relph
Lauren Corporation (RLC). The FCPA is a US law that prohibits
bribery or offering anything of value to a government official
for the purpose of obtaining or retaining business.* The NPA,
among other conditions, requires RLC to pay an amount of
US5734,845.79 as a penalty plus interest.

It was found that between 2005 and 2003, the General
Manager of RLC's wholly-owned subsidiary, RLC Argentina,
approved bribe payments to be made to Argentine customs
officials through a customs broker. The bribes were meant to
“assist in improperly obtaining paperwork necessary for RLC
products to clear customs, to permit clearance of items
without the necessary paperwork, to permit the clearance of
prohibited goods, and to avoid inspection of products by
Argentine customs offcials.”

The bribe payments were disguised by the broker as requests
for reimbursement for legitimate expenses but also included
payments for "Loading and Delivery Expenses” and "Stamp
Tax/Label Tax", items which were later found to have no back
up documentation. In addition to paying bribes to Argentine
customs officials, RLC Argentina's General Manager directly
provided or authorized that several gifts be made to Argentine
‘government officials to improperly secure the importation of
RLC's products into Argentina. The gifts provided to three
different government officials between approximately 2005
through approximately 2009 included perfume, dresses and
handbags valued at between $400 and $14,000 each.

Despite the findings, the US SEC chose not to prosecute RLC
“due to the company's prompt reporting of the violations on its
own initiative, the completeness of the information it provided,
and its extensive, thorough, and real-time cooperation with the
SEC's investigation.”

It added that RLC's “cooperation saved the agency substantial
time and resources ordinarily consumed in investigations of
comparable conduct.” The cooperation consisted of the
following:

+ Reporting preliminary findings of its internal investigation to
the staff within two weeks of discovering the illegal
payments and gifts;

+ Voluntarily and expeditiously producing documents;

+ Providing English language translations of documents to the
staff;

« summarizing witness interviews that the
investigators conducted overseas; and

+ Making overseas witnesses available for staff interviews and
bringing witnesses to the U.S.

company's

The Us SEC also noted the significant remedial measures
consisting of new compliance training, the termination of
employment and business arrangements with all individuals
involved in the wrongdoing, strengthening of its internal
controls and its procedures for third party due diligence, and the
conduct of risk assessment of its major operations worldwide to
identfy any other compliance problems. Ralph Lauren
Corporation has also ceased operations in Argentina.

The Us Department of Justice has also entered into an NPA with
RLC stating that “When they found a problem, Ralph Lauren
Corporation did the right thing by immediately reporting it to
the SEC and providing exceptional assistance in our
investigation.” George S. Canellos, Acting Director of the US
SEC's Division of Enforcement, adds that "The NPAin this matter
makes clear that we will confer substantial and tangible benefits
on companies that respond appropriately to violations and
cooperate fully with the SEC.*

Itis quite true that even the most well-intentioned and wel-run
organizations stumble and make mistakes. RLC most likely knew
however, that a wrong is not made right by another wrong.
Rather than covering things up and making excuses, it assumed
the responsibility to prove its good faith by being accountable
and transparent, and by simply doing the right thing.

“PLDTis subject o the provisions of the FCPA a5 foreign private sauer.

Sources: Norv-Prosecution Agreement US SEC and RLC; SEC Announces
Non-Prosecution Agreement With Ralph Lauren Corporation Involvirg

FCPA Misconduct.hitp:/ /v sec zov/nevs/oress/2013/2013-65./tm




