


Former senior executive of Alstom in the Philippines, Frédéric Pierucci's life was turned upside-down on April 4th, 2013 when he was arrested by the FBI under the Foreign Corruption Practice Act that allows the arrest of anyone, anywhere for suspicion of corruption.



Matthieu Aron is a journalist and former associate director of the Nouvel Observateur and former managing editor at France Inter. He has followed Frederic Pierucci's story since the beginning.





Author’s note

Alstom, as it once was, has ceased to exist. I thus wish to pay tribute to my former colleagues, workers, engineers, technicians, sales staff and project managers, who strived for decades to produce high-performance state-of-the-art products that were the envy of our rivals and helped guarantee France’s energy independence.

Let there be no misunderstanding. Though this book highlights a series of disastrous decisions, I still cherish the memories of the solidarity and team effort that shaped my daily existence for twenty-two years.





Chapter 1

Shock and disbelief

I have become an animal. Draped in an orange jumpsuit, chains are wrapped around my chest, handcuffs lock my feet and hands. I can hardly walk or breathe. I am a tied-down brute. A creature snared in a trap.

Last night they threw me into a cell where the stench is so strong, I feel giddy. No windows, just a tiny slit beyond which I guess is a courtyard. Then there is the noise, the quarrelling, the fights, the screams, the incessant screams. It’s a nightmare. I’m hungry and thirsty, very thirsty. Water hasn’t touched my lips for eight hours, since the announcement came, turning my life upside down.

A seemingly insignificant polite message by a Cathay Pacific flight attendant with a perfect English accent. Her dulcet tones forebode disaster: ‘Mr Pierucci is kindly requested to present himself to the cabin crew upon landing.’

The Boeing 777 I was on had just touched down at New York’s JFK airport. I had left Singapore at dawn. After a stopover in Hong Kong on a journey of more than twenty-four hours, I was deadbeat. It was 14 April 2013 and 8 p.m. The pilot had completed his flight plan to perfection. The aircraft was just arriving home when the voice resounded out.

Should I have been suspicious? Right now, I’m knocked out by jet lag, even though I’m used to long-haul flights. At forty-five years old, after having been based in Algiers, Manchester, Hong Kong, Beijing, Windsor (Connecticut), Paris and Zurich, I currently live in Singapore. During my two decades of globetrotting for Alstom, I am used to receiving this type of message, whether it is to report a rescheduled meeting or a mobile phone forgotten during a stopover.

So without any particular misgivings, I presented myself to the chief flight attendant. The young woman looked a bit embarrassed. The aircraft door opened and, with a shy and fleeting gesture, she points out a group of people who are waiting for me when I get off the plane.

A woman, two or three men in uniform and two in plain clothes. The woman politely asks me to confirm my identity, then orders me to get off the plane. I barely have time to utter my name before one of the uniformed men grabs my arm, wrenches it behind my lower back, then takes my other arm and pushes it up onto my back, handcuffing me: ‘Frédéric Pierucci, you’re under arrest.’

Totally dazed, I don’t react. I simply do not resist. Later on, I often wondered what would have happened if I hadn’t left the plane? If I had refused to disembark? Would they have been able to arrest me so easily if I had not yet set foot on American soil?

I complied without flinching. Unwittingly, I made it easier for them, as we were still in theory in the international zone, even on the walkway after leaving the aircraft.

Right now, I’m standing here in handcuffs. Shocked and astonished, I demand an explanation. The two plain clothes agents tell me they’re FBI detectives.

‘We’ve only had one instruction, to arrest you as you leave the aircraft and escort you to FBI headquarters in Manhattan. When you arrive, a district attorney will brief you.’

I have no choice but to settle for these meagre words and follow them through the airport, my hand shackled behind my back like a gangster with the two marshals in uniform watching over me like hawks.

I am conscious of the heavy gaze of the other passengers on me. After a few yards, I realize that, to keep my balance, I can only take tiny steps forward, which is no mean feat for someone of six foot one weighing 200 pounds. I feel and look like a freak. It could be a movie scene in which I’m playing the role of D.S.K.,FN1 who only two years earlier was just like me, on the streets of New York, handcuffed and escorted by the FBI.

Right now, though, I’m more astonished by what is happening to me than concerned. It is obviously a mistake or a misunderstanding. The FBI has mistaken me for someone else and, after a few checks, my name will be cleared and life will be back to normal. There has been an increase in these types of incidents at New York-JFK in recent years.

My guards lead me directly into a small room. I know this place by heart. It is where the American authorities conduct their meticulous inspection of passports of aliens potentially posing a risk. During the second Iraq war in 2003, due to France’s refusal to fight alongside the US forces, French businessmen have been held in this airport annexe for hours, waiting for US officials to finally agree to let them enter US territory.

Today, everything proceeds with the speed of light. After checking my papers, the two inspectors whisk me out of the airport and into an unmarked car. I then realize that I am indeed the person they were waiting for. This is not one of those absurd stories where a member of the public is mistaken for a potential terrorist or a hitman. But why me? What do they want from me? And what have I done?

I don’t need to spend long sifting through my life. I have nothing to reproach myself for in my personal affairs. That leaves my job at Alstom. But the idea that this brutal arrest could be related to my professional activities seems equally improbable to me. At full speed, I perform a quick checklist of current files in my head. None of the recent projects I have dealt with since being in Singapore, where I took up my duties ten months earlier as global president of the boiler division, seem to me to be tainted by the slightest suspicion.

However, I do know that Alstom is regularly under investigation for corruption and that an investigation was opened by the American Department of Justice several years ago. The group of Alstom companies was accused of allegedly having paid bribes to secure numerous contracts, including one for a power plant in Indonesia. At the time, I had been working on this project and Alstom had indeed used external ‘consultants’ to secure the contract. But these facts date back to 2003 and 2004, and the Indonesian contract was signed in 2005. The negotiations took place almost ten years ago. In other words: old news. And to top it all, I was cleared by an internal audit, the type they conduct in similar cases. It was early 2010 or 2011, I don’t remember the exact date, but what I am sure of, as the car races towards Manhattan and I become more and more nervous, is that two lawyers hired by Alstom interrogated me for about an hour. And to my knowledge, they were satisfied that I had complied with all the group’s procedures.

Then, in 2012, I obtained a big promotion, giving me the position I currently hold as head of the boiler division, in charge of 4,000 people worldwide, for a turnover of $1.6 billion. In addition, Patrick Kron, CEO of Alstom, who since 2011 had sought to create a joint venture with the Chinese Shanghai Electric Company by merging the boiler activities of both groups, chose me to lead this future partnership at global level, based in Singapore.

Global president! Look at me now, locked in an FBI car, with sore aching arms. The metal of the handcuffs is cutting into my wrists. How can it be possible that the Indonesian case of 2003 to 2005, in which I only played a secondary role, is the reason for such brutal treatment? I am not Al Capone or even a small-time gangster! While I go over in my mind all the possible scenarios that could have led to my arrest, the investigators stop the car on the side of the road.

Ron and Ross, the FBI officers whose names I later learn, think I am ‘nice, a stroke of luck’.

‘Mr Pierucci, you’re quiet, you’re not yelling, you’re not struggling. Besides, you’re polite. It’s pretty rare that we land on someone like you. We’re gonna give you a break.’

They take off my handcuffs, bring my arms – which had long since seized up – back onto my lap, and handcuff my hands in front of me. The relief was immense.

Tonight, the traffic is flowing smoothly and we arrive in Manhattan in less than forty minutes, right in front of the FBI headquarters, where the car plunges into the basement.

We approach an elevator. The police officers prompt me to enter it, ‘backwards’. I look at them in amazement. I worked in the United States for seven years, from 1999 to 2006, and consider my English to be perfect. But right now I’m in doubt: do I really have to get in that elevator backwards?

‘It’s for security reasons Mr Pierucci,’ Ron explains to me. ‘You have no right to see which button we press. At FBI headquarters, you will not know which floor we’re taking you to, or in which office you’re going to be questioned.’

So, I am being led to a mystery floor. After passing through several armoured doors, we end up in a modest-looking office. A room containing no furniture, save a table and three chairs in the middle, and embedded in the wall, a long iron bar to which my guards handcuff me. They leave me alone for a few moments. Suddenly the door opens, and a new investigator appears.

‘Hello Mr Pierucci. My name is Seth Blum. I’m investigating corruption cases within the FBI, targeting Alstom, notably the Tarahan case in Indonesia. I cannot tell you anything more because, in a few minutes, the prosecuting attorney in charge of the investigations will be coming to question you himself.’

Without further ado, Seth Blum quietly and politely leaves the room.





Chapter 10

The second bail hearing

This time, they did not forget me. At precisely 4 a.m., two guards burst into my cell to awaken me. I am forced to undergo a new body search, before being chained from head to toe as I was during my initial transfer to Wyatt. Then they put me in an armoured truck, heading for the New Haven Court of Justice three hours away.

A few minutes before the start of the hearing, I am allowed to talk to my defence counsel, Liz and Stan.

They look drawn. They tell me they have just been talking to Assistant US Attorney David Novick.

‘He won’t back down,’ Stan tells me. ‘The amount of the bail we are prepared to put up is of little importance to him; he wants you to remain behind bars. I think your company’s lack of cooperation has stuck in his throat. He feels that Alstom has been taking him for a fool for several years now.’

I continue to slide down, and down, as if I’m never going to touch the bottom. What I discover at this point, reading between the lines of Stan’s remarks, is that the Department of Justice began its first investigations over three years ago. The investigation has therefore been ongoing since the end of 2009. Keith Carr has been very careful not to inform me of this chronology. All of a sudden I realize why the DOJ is pursuing me so relentlessly. They need a fall guy, someone to take the blame for Alstom’s doublespeak.

As soon as the Americans began their investigation, they alerted my company and asked it to cooperate. The DOJ has a process whereby each company under investigation receives an official offer to cooperate. Such companies are then given the opportunity to sign a DPA (Deferred Prosecution Agreement). To do this, the company must agree to incriminate itself by disclosing the entirety of its practices, and if necessary, by denouncing its own staff. It must also commit to setting up an internal anti-corruption mechanism and accept the presence of a monitor, i.e. a controller who reports to the DOJ for a period of three years. Provided all these conditions are satisfied, the court ratifies the deal made with the company, which generally culminates in a monetary penalty. As a rule, senior managers are not subsequently arrested (though, in theory, this type of agreement does not protect individuals from prosecution). It is precisely in this way that prior to Alstom, two other French companies, Total and Technip, agreed to pay fines of $398 million and $338 million in 2013 and 2010 respectively. However, Alstom, or rather Patrick Kron, as I would later discover, decided to try to outwit the DOJ by letting the DOJ believe that the company would co-operate, while in reality doing the opposite. When the Department of Justice realized that it had been fooled, its state attorneys went mad, and decided to change their strategy. They went on the offensive.

Therein lies the ‘real’ reason for my bolt-from-the-blue arrest. The DOJ has now decided to show Alstom who holds the most cards, to force it to plead guilty. I have been stitched up, victim of Patrick Kron’s game plan and reduced to dummy-like status in the hands of the American judiciary. In a few moments, I will have confirmation from US Attorney David Novick himself. When Joan Margolis, the judge chairing the court hearing, gives him the floor, Novick starkly reveals the backdrop of the battle he has been waging against Alstom.

‘After pledging to cooperate, this company has repeatedly betrayed the trust of the Department of Justice. In reality, Alstom, who was supposed to assist us in our investigation, has acted in a very slow and piecemeal way. Its attitude is nothing less than ambiguous. I would also like to mention that the OECD has recently pointed to the attitude of France, which has failed to take measures against Alstom, whereas this multinational has been the subject for several years now of allegations of corruption in numerous countries, including Switzerland, the United Kingdom, Italy and the United States.’

The US attorney is unrelenting in his will to prosecute.

‘We have all the evidence. Documents reveal the discussions between the co-conspirators to bribe Indonesian government officials. We also have bank attestations, and we have witnesses who will come forward and testify.’

I wonder how the American judiciary could have obtained these documents. During our discussion, which preceded the opening of the proceedings, Stan and Liz astounded me by revealing what lay behind this battle. At first, I did not believe them. The manipulation appeared too blatant and resembled a movie script. Well, I was wrong. This is for real. To obtain evidence against Alstom, the DOJ had, inter alia, used the services of an ‘executive turned informant’, a snitch placed at the very core of the company who cooperated fully with the investigators. For several years he even wore a microphone hidden under his jacket, which allowed him to record numerous discussions with his colleagues. The FBI used him as a mole in the firm. How could an executive accept this role at nearly sixty-five years of age? What pressure did the FBI and DOJ officials exert on him to compel him to become a ‘traitor’?

Did they threaten him with a long jail sentence? I barely have time to delve deeper, because attorney Novick is now addressing my case. He doesn’t go in for half measures. According to him, I am one of the architects of one of the most astounding, brazen and extensive corruption scandals he has ever witnessed throughout his career.

‘Frédéric Pierucci is a very senior executive at Alstom. Over the past few years, his leadership has consistently entrusted him with major responsibilities. His firm is now offering to post bail of $1.5 million to have him released. But his firm is implicated in this case. It is a “co-conspirator” even though it has not formally been charged. Therefore, the question I have is: can a “co-conspirator” stand surety for a bail payment? And besides, we still don’t know exactly what turn this file is going to take. What will happen if, at some point, the interests of Alstom and Frédéric Pierucci diverge? What will happen if this senior executive decides to plead guilty? How will Alstom react then? Who will then be liable for the bail? Don’t forget that the use of electronic tagging is not an adequate insurance. Frédéric Pierucci could disconnect it at any time and flee. As for the guards that his company agrees to pay for his surveillance, what will happen if his firm suddenly decides to stop paying them?

‘Two years ago, the Department of Justice authorized the use of guards to monitor the residence of another French citizen, Mr Dominique Strauss-Kahn. But this case is very different. In the D.S.K. case, when the judge agreed to this arrangement it undermined the prosecution. The main witness for the charge against Dominique Strauss-Kahn was discredited. But here, on the contrary, we have a very solid and well-founded case. And as you well know, Your Honour, France does not extradite its citizens. Frédéric Pierucci represents a flight risk! He is fully aware that he faces a very stiff sentence in the United States . . . life imprisonment.’

Life imprisonment! I immediately turn to look at my lawyers. Stan Twardy averts his eyes. Liz Latif is also afraid to catch my gaze. She is more at ease focusing on her notes. I’m facing life imprisonment. A life sentence! I am forty-five years old and may have to spend the next thirty or forty years behind bars. I’ve only been in Wyatt jail for five days now and am already at the end of my tether. I don’t even know if I can handle this nightmare for the next few hours, let alone for the rest of my life. And on what grounds? Because, ten years ago, I was one of the Alstom executives who endorsed, at middle manager level, the selection of a consultant, whom I didn’t know from Adam or Eve, who allegedly paid bribes to help the group win a contract. I have neither stolen, nor injured, nor killed anyone, nor received the slightest kickback. I have not benefited from any personal gain. To top it all, everything was carried out in strict conformity with Alstom’s internal processes. Life imprisonment! It’s just absurd. This is blackmail. This attorney is trying to intimidate me. He’s messing with my head.

Yet, when he sits down, David E. Novick, unlike my two lawyers, stares me straight in the eye; he isn’t bluffing, he looks deadly serious. What if it is true? What if I really do risk spending the rest of my life in prison?

I’m so shocked that I barely even hear Liz Latif asking for my release. Her voice sounds faint and blurry to me, as she attempts to point out a procedural error in the indictment. She claims that the charges against me are time-barred because they were allegedly committed between 2003 and 2004, whereas my indictment is dated November 2012. However, the prescription period is five years for FCPA violations.

So why is she bothering with this legal pitch? Why doesn’t she just tell the truth? Is it so hard to explain to the court that I am being subjected to unjustifiable differential treatment? David Rothschild, who has already pleaded guilty, was not incarcerated. And he only had to put up $50,000 bail, which is disproportionate compared with the amount proposed for my release. Is it lawful that attorney Novick should use me as leverage in the power struggle he has mounted against Kron? He makes no secret of it: he is holding me hostage. I am a pawn in the game of chess he is playing with Alstom. Is that justice?

Judge Margolis takes recess for a few moments to deliberate. When she returns, I immediately realize that the case has been decided.

‘This is an unusual case for our court,’ she says. ‘Usually we deal with requests from very modest families. The sureties do not exceed one and a half thousand dollars and these often represent life savings. In this case, the defence has proposed bail of more than $1 million. However, I deem this to be insufficient. I would like to see, in addition to the one and a half million dollars pledged by Alstom and the four hundred thousand dollars proposed by the defendant, an American citizen commit to putting his own home up for bond. If you come back to me with this commitment, then I will agree to reconsider your release on bail.’

In short, Joan Margolis distrusts Alstom and questions my credibility. To convince her to change her mind, she requires a pledge by an American citizen. By contrast, attorney Novick had no difficulty in persuading her. He strides out of the courtroom, stiff as a post, looking like the cat with the cream.

I am totally devastated and having a hard time containing my anger against my defence lawyers. The astronomical amount proposed by Alstom as surety was a strategic miscalculation. This solution has backfired on me. I placed my trust in them; how could I have done otherwise? And I made a monumental error. How could a lawyer as experienced as Stan, himself a former United States Attorney for Connecticut, not see the major threat of a possible conflict of interest with Alstom, and not anticipate the reactions of Novick and the judge? I start to have serious doubts about him. Who is he really working for? At the end of the hearing, I also discovered that an attorney from Patton Boggs (representing Alstom) was present in the chamber as an onlooker. He was watching my every move.

Alstom can rest assured: I didn’t say a word. Oh yes, I have received the message loud and clear: I am under surveillance, trapped between Alstom and the DOJ, and represented by a lawyer I didn’t even choose.





Chapter 11

125 years in prison

I thought I would never see these walls again . . . I’m back in my cell in Wyatt. And I could be there for a long time, even several weeks; however long it takes to be able to make a new bail application: the third.

In prison, while every hour seems like an eternity, I still have no news from Alstom. Stan told me that Keith Carr, the general counsel, had been to Washington to negotiate with the Department of Justice. He arrived just twenty-four hours after my arrest, but it appears the FBI did not question him, which continues to puzzle me, as this experienced lawyer has held a strategic position in the company for the past ten years.

He knows its nuts and bolts. In 2004, he was deputy general counsel for the Power division. A year later, he was appointed Power Sector’s general counsel before being promoted in 2011 to group general counsel. He is therefore well acquainted with all the company’s business ‘practices’. He knows better than anyone how Alstom recruits and remunerates its ‘consultants’. Why didn’t the investigators arrest him? They would have certainly learned more from him than from me. Why did they target me? This is what I can’t understand.

I had hoped that Keith Carr would also use the opportunity of being in the United States to visit me in Wyatt, yet no sight nor sound from him. No response from the other company officers either. I know there is no sentiment in the business world, but this does not stop me from feeling profound disgust. Overnight, I have become the black sheep of the group. A shady individual, not to be associated with, to be avoided like the plague. I was expecting a bit more peer support from general management, with whom I have worked for twenty years.

Stan and Liz come back to see me midweek. We are to search for people in my circle of friends and professional contacts in the United States who are prepared to put their houses up for bail bond so that I can get out of jail.

‘As you suggested to me,’ says Stan, ‘I have asked Tim Curran, the head of Alstom Power in the United States, and I have also made the request to Elias Gedeon, vice-president of sales. They both said no. They both said that it is up to Alstom, and not them, to ensure that the judge is satisfied.’

‘Frankly, I understand them,’ I remark to Stan. ‘I wouldn’t have taken that risk myself.’

‘Do you have friends or relatives in the United States?’

‘Very few. We left the country seven years ago and we have no family here. I have kept in touch with some people, but we’re not that close. Clara is nevertheless contacting everyone. Our greatest hope is one of her closest friends, Linda. We are waiting for their replies, including hers. What if we proposed to put up our home in France as bond?’

‘No, the judge will refuse. The American judiciary has had great difficulty in the past in seizing property in your country.’

I’m back in the slide. An endless tunnel with smooth walls. Nothing to grip. As soon as I see a solution, it slips away. I already know what Stan is going to announce. To put it mildly, he doesn’t beat about the bush.

‘For the time being, you will remain in prison,’ he summarizes. ‘This morning our office received a first proposal for a trial date: 26 June 2013. In two months.’

I try to hold onto the slippery walls of the endless tunnel.

‘But if Alstom includes me in its deal with the DOJ, that should change the game, right?’

‘I’m afraid not,’ says Stan. ‘These are two different prosecution cases. The DOJ can indict a legal entity and make a deal with it, but that doesn’t prevent them from prosecuting you, as an individual.’

‘That, I understand. But they can still include me in their deal.’

‘In theory, yes, but it is more difficult after an indictment, which is the case here. I also doubt that they will do so as their lawyers will try to persuade them otherwise, to minimize the fine and, above all, to protect the other executives who haven’t been charged.’

‘And can I negotiate too?’

‘Yes, you can plead guilty.’

‘I meant negotiating a fine in exchange for my release.’

‘No, you can plead guilty and it will be up to the judge to decide whether or not you are given a prison sentence.’

‘Therefore, if I plead guilty as did David Rothschild, I risk five years in jail . . .’

The end of the tunnel. A long tunnel. But at least I can see the end. In vain, Stan tells me that I am not even allowed this poor fate.

‘Unfortunately,’ he explains to me, ‘your situation is more complex than that of Rothschild. He was approached by the FBI first and he agreed to cooperate immediately; he therefore secured the best negotiating terms. Undermining your own bargaining position. You are in second place in the race to satisfy the prosecution and therefore less able to help them in their investigations, and you turned down the deal that Novick proposed to you.’

Deal? Market? Negotiation! Since our briefing began, Stan and Liz only ever talk to me about negotiating, and never about the case being judged on facts and evidence. This is like haggling at a horse traders’ fair, except I am the horse they are trading. Okay, if that’s what they want, full steam ahead. Let’s be pragmatic, as they say here. To hell with justice and truth. Let’s make a deal. Let’s put aside sentiment and the intolerable feeling of knowing that you are the fall guy. Let’s use their language. I take a deep breath.

‘Okay, let’s start over, if you don’t mind, Stan. What kind of sentence am I facing? Novick is threatening me with life imprisonment. I guess this is intimidation; it can’t be for real?’

‘Uh, well,’ says Stan, ‘in theory, he’s not far from the truth . . . You are being prosecuted on ten counts. The first is a charge of “conspiracy of FCPA”. In a nutshell, you’re accused of conspiring with other executives to bribe an Indonesian government official who was a member of the Energy Commission at the parliament of Jakarta, in order to obtain the Tarahan contract. This offence is punishable by five years’ imprisonment. However, as prosecutors have the evidence to prove four successive payments of money to a relative of this parliamentarian, you are therefore prosecuted for the first offence of conspiracy, to which are added the four payments of money, which are each time considered as an additional offence. You therefore risk being sentenced five times to five years in prison, totalling twenty-five years. To this, we must add the second major offence that you have been charged with: that of “Conspiracy of Money Laundering”. This money-laundering offence is punishable by twenty years’ imprisonment. Here also, based on the verified payments made, this penalty must be multiplied by five. You are therefore facing a hundred years in prison for money laundering and twenty-five years for corruption. Thus, theoretically speaking, we arrive at a total of one hundred and twenty-five years.’

It’s no longer a tunnel. It’s a chasm. I want to let out a nervous laugh. But I desperately try to reason.

‘Wait, Stan, but this is totally insane. We are dealing with a single consultant contract! How can an attorney prosecute ten counts of FCPA and money laundering from the same offence?’

‘That’s how our judicial system works, Mr Pierucci. Our definition of money laundering is not the same as yours in Europe. Here, from the moment that a monetary transaction is illegal, the DOJ considers that money laundering has also occurred.’

‘But this is stupefying! I need you to give me a lot more information on FCPA and its case law.’

Stan stiffens up as though it were a personal attack.

‘I don’t think this is the time to discuss it,’ he snaps. ‘Our priority is negotiating the best deal for you, isn’t it?’

We’re back to that. Negotiate, strike a deal. I knew it, I had read and heard about it: America’s judiciary is a marketplace. But you have to have experienced it to understand what it means. I have already started to wonder whether lawyers, judges, attorneys are all connected by the same ‘commercial’ ties. I am seeing everyone as a trader in the same marketplace, with no idea whom I can trust. One hundred and twenty-five years in jail! Why this doomsday scenario? Is he also trying to break me? I toss another question at him.

‘To negotiate, as you say, I first need to know a bit more about the charges that the prosecuting attorney has brought against me. What evidence has he presented? How am I personally involved? It’s been over a week since I was thrown in jail, and you still haven’t told me anything concrete yet.’

This time it’s Liz who cuts to the chase.

‘The indictment that details the charges against you is seventy-two pages long . . . Let’s start reading it and get down to work.’





Chapter 12

The indictment

The indictment against me is entitled: ‘The United States of America versus Frédéric Pierucci’.

I feel gutted at the sheer title. The document consists of ninety-one paragraphs, plus about forty pages of appendices, mainly copies of emails I received or wrote when I was based in Windsor, Connecticut. The prosecution refers to at least twenty of them. The first of them dates back to over eleven years ago, i.e. February 2002. In the early 2000s, I remember that there was tremendous pressure on managers. We had just one mission: to save Alstom from bankruptcy. Top management therefore urged us to deploy our absolute maximum efforts to win as many bids as possible. ‘Results over effort’ became the official catchword. It was against this backdrop that we approached the Tarahan project in Indonesia, which involved the construction of two 100-megawatt boilers, for a total sum of $118 million. For Alstom, this represented a relatively small-scale contract. But it was one of the few we were able to secure in this troubled period. It quickly became highly strategic, labelled ‘priority’ by top management.

But one of the concerns was that this business was located in Indonesia. At the time, Indonesia was one of the most corrupt countries in the world, although the situation had improved slightly following the departure of the dictator Suharto and his family in 1998. Under this dictatorship, fully supported politically and economically by the United States, it was not uncommon for companies to shell out 15 per cent or even 20 per cent of a contract’s value in commission to middlemen who were close to the Suharto family. Be that as it may, with or without Suharto it was common knowledge that no deal could be negotiated in Jakarta without paying bribes. On the other hand, we knew that we had a real chance of winning. In fact, when the dictator was in power, most of the contracts were awarded to American or Japanese corporations. As for the power business, an American duopoly swept the market, comprised of Babcock Wilcox and Combustion Engineering, ABB’s American subsidiary, which had just been acquired by Alstom.

As a result, we were well placed to compete in this bid for the Tarahan project. In addition, PLN (the state-owned and state-controlled electricity company in Indonesia) had chosen a technology that was well suited to our product range: using ‘circulating fluidized bed’, a so-called ‘clean coal’ technique used to burn difficult-to-combust coal by extracting a very high percentage of pollutants. Alstom was one of the two global leaders in this high-tech sector with another American rival, Foster Wheeler. In other words, things were looking pretty good. And this is how events unfolded.

One day in August 2002, I was contacted by the regional sales manager in the Windsor team, David Rothschild. He asked me to endorse the hiring of a consultant to help us obtain the contract. Indonesia being one of their major long-established markets, I presumed the Windsor team knew how to manoeuvre in this hotspot. On 28 August, I replied to him by email. An email that I find transcribed verbatim in the indictment issued by the prosecution. Exhibit 43 of the indictment: ‘Go ahead and send me the key data so I can officially approve it.’

I remember it very well. And I recall, immediately after sending this message, that I was gripped by doubt and summoned Rothschild to my office to obtain more information on this consultant we were about to hire. Rothschild then tells me, as if it were the most natural thing in the world, that the person in question is the son of a certain Emir Moeis, an Indonesian parliamentarian in charge of the Energy Commission. At that time, the FCPA mechanism to combat the corruption of foreign public officials, which had existed in the United States since 1977, did not seem to overly worry my new American colleagues. And why should it, given that until 2002 this law had been very poorly enforced in the United States (less than once a year) and that neither Combustion Engineering nor any of their American competitors in the power generation sector had been troubled by it in twenty-five years.

Personally, even if, at that time, I had little knowledge of these legal aspects, the payment of a commission to the son of a parliamentarian nonetheless seemed like crude abuse to me. I therefore immediately ordered Rothschild to promptly abort the recruitment of this consultant. I know that I was walking on eggshells, as this consultant was selected by Reza Moenaf, a key figure who headed the Alstom boiler unit in Jakarta and piloted Alstom’s international network in Indonesia. Rothschild heeded my recommendations and executed my orders.

The prosecutors also cited the email he sent in the wake of my recommendation (Exhibit 44 of the indictment), ‘Do not finalize! I have discussed it with Pierucci. We have concerns about the politician.’

I suspected that halting the process in this manner would make me a few enemies, but at this point I had no idea just how many.

I found out later on that my refusal probably blocked the payment of kickbacks to certain individuals who would subsequently make me pay dearly in return.

A few days later, at the beginning of September 2002, Rothschild announced to me that Moenaf had found a new consultant, a certain Pirooz Sharafi, an Iranian-born American living in Washington but who spent half his time in Indonesia where he had been running a business for many years. His address book was as thick as a phone directory. I also learned that Sharafi had already successfully worked for ABB as a consultant on other Indonesian contracts, or so Rothschild assured me. This new consultant was depicted as a high-profile lobbyist who would never resort to bribery. I have some major doubts of course, but it is tricky for me to once again oppose the ex-ABB in Windsor. Either way, it is up to the compliance teams in Paris to carry out investigations into the integrity of such consultants. My function is simply to integrate the cost of these intermediaries into the sale price. The rest is out of my hands. I was aware of some of what happened within the company at the time, but reading the indictment against Alstom filled in some of the gaps in my knowledge. This is what seems to have happened with regard to the appointment of consultants on this contract.

A few months later, our future consultant, Pirooz Sharafi, was received at Alstom’s headquarters in Paris accompanied by Emir Moeis, the parliamentarian in charge of energy in Indonesia. On this occasion, he was also introduced to Lawrence Hoskins, senior vice-president International Network for the Asia region for Alstom (two hierarchical levels down from Patrick Kron). Thereafter, Sharafi also met with the heads of the compliance department. There was even talk of using his services for a second contract in Indonesia. At the end of his Parisian visit, the Compliance department and the International Network department approved of his hiring as a consultant for the Tarahan contract. Our management seemed highly satisfied with the assurances provided by this consultant. What more could you ask for?

Sharafi’s mission was straightforward, and involved organizing interviews with clients, politicians, financiers and consulting engineers to extol the merits of our offer. In short, the usual role of a lobbyist. His remuneration was fixed at 3 per cent of the overall value of the sale. Again, this percentage






















Afterword

By Alain Juillet, former Intelligence Services Director of the DGSE (French Counter-intelligence Services), former Senior Official for Business Intelligence, President of the Academy of Economic Intelligence



After the BNP Paribas and Total cases, Alstom’s dealings with the American judiciary raised many criticisms and questions. Enquiry committees at the Assemblée Nationale and the Senate were set up by elected officials to try to understand how France could have let one of its industrial icons slip away. Above and beyond the pacifying statements made by Alstom’s CEO, who repeatedly denounced a conspiracy campaign against him, there were indeed missing pieces to the puzzle, since the senior officers of Alstom and General Electric had been careful not to disclose everything to their boards of directors and elected officials. The sad reality is that the company breached its obligations and – as we learn from this book – continued to do so despite numerous warnings.

On reading this book, we get a better understanding of the reluctance of the company’s top management to admit to something so shameful. Aware that they risked prosecution on grounds of corruption and aiding and abetting the corruption of foreign public officials, some sought to save their own skin by sacrificing others.

The fact of the matter is that, for the last decade, European enterprises have been in the cross hairs of the United States Department of Justice. Not only are they heavily fined, but they are also placed ‘under supervision’. Americans are not just content to cash in mega-bucks from these firms; they also impose the presence of a ‘monitor’ on these companies over several years.

These so-called ‘monitors’, which are appointed by the DOJ but paid for by the company being sanctioned, are supposed to verify that compliance procedures are being respected. Except that these standards, set according to criteria specifically designed by the United States authorities, do not necessarily correspond to our vision of professional ethics. Nor to our vision of ethics at all. Let us hope that with the arrival of the Sapin II law, which should enable us to tackle corruption more effectively while protecting our businesses, we will see some positive changes.

After reading this book, our public and private corporate leaders have the information at their disposal to truly understand the methods and practices deployed by the United States to exert their economic dominance and achieve their goals. By means of a series of consecutive laws, our American friends have gradually broadened the scope and interpretation of the fight against corruption. With the aid of their intelligence services, they have set up a ‘war machine’ that enables them to prosecute all those who do not comply with their unilaterally made rules. Admittedly, it is easier to be ‘global policemen’ when you have the full backing of the NSA and the extent of its surveillance methods.

Admittedly, ignorance of the law is no excuse. But the extraterritorial nature of US anti-corruption law remains highly contentious. All the more so, since this extraterritoriality is not reciprocated. As a consequence, many international lawyers consider it abusive and forced. And what is true of the FCPA mechanism is also true in other domains. The United States does not hesitate equally to punish all those who prefer to buy weapons from their Russian or Chinese rivals, or those who want to trade with a country that the US has embargoed.

Confronted with this imperial logic that relies on military prowess, the law and digital capacity, the opponent has no choice: he must either submit, cooperate or perish. In the face of these practices, we must be realistic and stop daydreaming. As Churchill so rightly said, we have no friends. We only have enemies, competitors and partners. Far from the hard power of President Bush junior, the smart power of President Clinton, and the soft power of President Obama, we are now in the midst of tough power, and this is only the beginning. Is it right that our governments and those of other European nations do not have the means to counter-attack? Have we become so weak that all that remains within our reach is an undignified withdrawal?

What Frédéric Pierucci has experienced and in turn recounted with great flair is more than just a first-hand testimony; it is a genuine portrayal of the twenty-first century. Although his personal nightmare is now over, there are still other French companies out there who are ignorant of the cruel reality of international competition and the practices of certain countries, and thus remain vulnerable and exposed. Let us hope that this book will open their eyes and make them think. Frédéric’s ordeal will then have served some purpose.





Appendix 1: Monetary penalties inflicted on European banks by the United States

Over the last ten years, fines inflicted for non-compliance with international economic sanctions enforced by the United States have essentially hit European banks.

The only American bank to be punished, albeit with leniency, for embargo violation appears to be J. P. Morgan Chase. Since 2009, European banks have shelled out around $16 billion in fines to US authorities.

French bank, Société Générale, should be added to this list, as in June 2018 it had to pay more than $1 billion to the DOJ and the Commodity Futures Trading Commission (CFTC) to settle two litigation cases pertaining to fraudulent use of the Libor interbank rate and allegations of bribery in Libya. And in November 2018, it had to pay $1.3 billion to the DOJ and the US General Reserve for violating embargoes against Cuba.

The highest fines inflicted for violation of US international sanctions and/or money-laundering lawsFN26 are:







	Company


	Country (of registered office of parent company at time of the offence)


	Aggregate amount (FOCA, DOJ and/or Fed and/or State and County of New York) of fines paid in the United States ($m)


	Year of

transaction





	BNP Paribas


	France


	8,974


	2014





	HSBC


	United Kingdom


	1,931


	2012





	Commerzbank


	Germany


	1,452


	2015





	Crédit Agricole


	France


	787


	2015





	Standard Chartered


	United Kingdom


	667


	2012





	ING


	Netherlands


	619


	2012





	Crédit Suisse


	Switzerland


	536


	2009





	ABN Amro/ Royal

Bank of Scotland


	Netherlands


	500


	2010





	Lloyds


	United Kingdom


	350


	2009





	Barclays


	United Kingdom


	298


	2010





	Deutsche Bank


	Germany


	258


	2015





	Schlumberger


	France/United States/

Netherlands


	233


	2015





	Clearstream


	Luxembourg


	152


	2014





	UBS


	Switzerland


	100


	2004





	JP Morgan Chase


	United States


	88


	2011














Appendix 2: How General Electric hushes up its corruption scandals

In 2008, Andrea Koeck, a lawyer in the Consumer and Industrial division at General Electric, alerted her managers. She had uncovered an in-house VAT fraud mechanism and claimed to have also exposed some unscrupulous practices (bribes) linked to contracts awarded in Brazil.

So, what do those higher up the ranks do? They fire the messenger who brought the bad news. Then, when the press got hold of the scoop, General Electric, which professes to be ‘a champion campaigner in the fight against corruption’, got out its cheque book to silence the whistle-blowing lawyer.

Another similar case is the Asadi affair, named after the Chairman of General Electric in Iraq. In the summer of 2010, Khaled Asadi objected to the hiring of Imam Mahmoud, a woman with very close ties to the Iraqi Deputy Minister of Electricity. Asadi refused to give her a ‘dummy function’ in exchange for General Electric having obtained a $250 million contract. Not long afterwards, Asadi reported this to his managers. Like Andrea Koeck, he was pushed out and then forced to resign.

The former chairman of General Electric in Iraq then filed a suit and sought application of the Dodd–Frank Act, which protects whistle-blowers in the United States. The US judiciary dismissed his claim, however, on grounds of the alleged facts having occurred abroad, which is out of the scope of the Dodd–Frank Act. The United States therefore considers that they enjoy international jurisdiction when it comes to prosecuting companies, but not when it comes to protecting whistle-blowers.





Appendix 3: A study of fines paid to US authorities under the FCPA (>$100m)



	



Company


	



Country


	



Date


	Sanction US

DOJ+SEC

(millions)





	MTS


	Russia


	2019


	$850





	SIEMENS


	Germany


	2008


	$800





	ALSTOM


	France


	2014


	$772





	TELIA


	Sweden


	2017


	$691.6





	KBR/HALLIBURTON


	USA


	2009


	$579





	TEVA PHARMACEUTICAL


	Israel


	2016


	$519





	OCH-ZIFF CAPITAL MNGT


	USA


	2016


	$412





	BAE


	UK


	2010


	$400





	TOTAL


	France


	2013


	$398.2





	VIMPELCOM


	Netherlands


	2016


	$397.5





	ALCOA


	USA


	2014


	$384





	ENI/SNAMPROGETTI


	Italy


	2010


	$365





	TECHNIP


	France


	2010


	$338





	SOCIÉTÉ GÉNÉRALE


	France


	2018


	$293





	WALMART


	USA


	2019


	$282.7





	PANASONIC


	Japan


	2018


	$280





	JP MORGAN CHASE


	USA


	2016


	$264





	ODEBRECHT/BRASKEM


	Brazil


	2017


	$260





	SBM OFFSHORE


	Netherlands


	2017


	$238





	FRESENIUS MEDICAL


	Germany


	2019


	$231





	JGC Corporation


	Japan


	2011


	$218.8





	EMBRAER


	Brazil


	2016


	$205.5





	DAIMLER


	Germany


	2010


	$185





	PETROBRAS


	Brazil


	2018


	$170.6





	ROLLS-ROYCE


	UK


	2017


	$170





	WEATHERFORD


	Switzerland


	2013


	$152.6





	ALCATEL


	France


	2010


	$138





	AVON PRODUCTS


	USA


	2014


	$135





	HEWLETT PACKARD


	USA


	2014


	$108





	KEPPEL OFFSHORE & MARINE


	Singapore.


	2017


	$105














	


	in million $





	EUROPE


	$6,419.9





	US


	$2,164.7





	OTHERS


	$1,758.9












Source: IKARIAN

(As of 30th June 2019)







Appendix 4: The difference in treatment of Dow Jones 30 and CAC 40 companies for FCPA violations

DOW JONES 30



Department of Justice:

Three companies

Johnson & Johnson 2011

Pfizer 2012

JP Morgan 2016



Securities and Exchange Commission:

Two companies

IBM 2000 and 2011

Dow Chemical 2007

No indicted employees

PENALTIES: $343 million





CAC 40



Department of Justice:

Five companies

Technip 2010

Alcatel 2010

Total 2013

Alstom 2014

Société Générale 2018



Securities and Exchange Commission:

One company

Sanofi 2018

Six indicted employees

PENALTIES: $1,965 million



(As of 30th April 2019)
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