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New UK enforcement database reveals extent of corporate misconduct
Published 26-Oct-2021 by
Lindsey Rogerson and Rachel Wolcott, Regulatory Intelligence

FTSE 100 companies and their subsidiaries account for more than one-quarter of the £11.9 billion in penalties documented in Violation
Tracker UK, a new database of regulatory enforcement actions created by a team of UK and U.S. researchers that launched
today. The free-to-use database is the first of its kind in the UK, combining records of more than 40 regulatory agencies, usually back to
2010, and has more than 63,000 entries. The tool will help firms conduct some of the due diligence required for incoming European and
UK environmental, social and governance (ESG) regulation.  

"We hope that Violation Tracker UK will, like its U.S. counterpart, be helpful to a wide range of users, especially those seeking to
reform corporate behaviour," said Philip Mattera, research director at Good Jobs First in Washington, D.C., who leads the work on the
database.  

Violation Tracker UK allows users to see which companies have been cited for employment, consumer protection and environmental,
as well many other kinds of breaches such as bribery and corruption. It aggregates official government data from regulators such as the
Environment Agency, the Financial Conduct Authority and the Employment Tribunal. Each entry includes a link to the agency website
or source document from which the data was obtained. 

The database uses a proprietary matching system to show which of the individual penalties in the database were imposed on
subsidiaries of large parent corporations. It captures the holdings of more than 650 parent companies, including both publicly traded
and privately held companies based in the UK or abroad. 

Forthcoming UK ESG reporting 

The UK government announced last week that its green taxonomy will be based on that of the European Union, which it said it had
helped develop before the UK left the EU. It is also planning to introduce categories for ESG-friendly products.  

The EU Sustainable Finance Disclosure Regulation (SFDR) already requires that investment firms score the firms in which they invest
for a range of environmental and social factors including climate damage, water pollution and gender diversity. Chris Cummings,
chief executive of UK trade body, the Investment Association, said earlier this month that the majority of his members had chosen to
implement the SFDR.       

Violation Tracker UK enables companies to be screened for enforcement penalties including for the pollution of waterways, a required
reporting category under SFDR.  

Competition-related offences  

Violation Tracker UK shows competition-related offences account for the largest penalty total, £5.2 billion, reflecting major bribery cases
brought by the Serious Fraud Office (SFO) and major market manipulation cases brought by the Financial Conduct Authority (FCA).
Financial offences rank second, with £2.8 billion in total monetary penalties.  

Six of the top-10 parent companies with the most penalties are banks. Financial services is the most penalised industry at £4.5 billion,
followed by aerospace and military contractors at £1.5 billion. Airbus, following a £991 million bribery settlement with the SFO in
2020, is the UK parent company with the largest penalty total at just more than £1 billion. It is followed by the now-defunct Nortel
Networks, which in 2017 reached a settlement with the Pensions Regulator worth an estimated £1 billion. Next are Barclays at £515
million, Rolls-Royce at £510 million and Lloyds Banking Group at £467 million. UBS, NatWest, JPMorgan and Deutsche Bank also
appear in the top-10 of most-fined parent companies in the UK.  

Many ways to slice and dice data 

Violation Tracker UK enables users to search the data many ways: by corporate parent, by subsidiary name, by industry sector
(including private equity), by regulatory agency, by broad or narrow categories of offences, by size of penalty, by location of penalised
facility, by headquarters nation — and even by penalties occurring under each of the last four prime ministers. Violation Tracker UK's
parent universe includes companies headquartered in more than 30 countries. After the UK, the headquarters country accounting
for the most monetary penalties is the United States. Its total of £1.4 billion comes mainly from big banks such as JPMorgan Chase,
Citigroup and Goldman Sachs. 

The stewardship claims of private equity groups can also be validated, as Violation Tracker UK groups fines for businesses owned by
private equity firms under the "parent" private equity group.     
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Users can search for fines incurred by private equity firms as corporate parent companies. Violation Tracker UK lists a private equity
top-10 that shows Nordic Capital in first place with £83.9 million in fines accrued to its portfolio companies. Cinven Group is in second
place at £52 million and H.I.G. Group is third with £25 million. 

"There has been a lot of discussion about private equity firms invading the UK and we wanted to highlight private equity holdings
and portfolio companies implicated in offences," Mattera said.  
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