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UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF COLUMBIA

CITY OF HARPER WOODS EMPLOYEES’ )

RETIREMENT SYSTEM, Derivatively on )} Case No.
Behalf of BAE SYSTEMS PLC, )
19617 Harper Avenue )
Harper Woods, MI 48225 )
)
Plaintiff, )
Vs. Case: 1:07-cv-01646
Assigned To : Collyer, Rosema
RICI;A;{D (DICK) L. OLVER Assign. Date : 9/19/2007 VM
Bay Lodge Description: Contract
Mill Lane
Dan Bury

Chelmsford U.K. CMC 4HX,
and

MICHAEL J. TURNER
79 Fairmile Lane
Cobham, Kent
UK.KT 112 DG,

and

WALTER P. HAVENSTEIN
90 Colonel Daniels Drive
Bedford, NH 03110,

and
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[Caption continued on following page.]

" VERIFIED SHAREHOLDER DERIVATIVE COMPLAINT FOR INTENTIONAL,
RECKLESS OR NEGLIGENT BREACH OF FIDUCIARY DUTY, CORPORATE WASTE
AND ULTRA VIRES CONDUCT
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IAN G. KING

22 The Ridgeway

Fareham

Hampshire UK. PO 168RE,

and

GEORGE W. ROSE
Craven Fold
Moorside Lane
Wiswell, Clitherow
U.X.BB79DB,

and

CHRISTOPHER V. GEOGHEGAN
Garden Close

Maidenhead

Kent U.X. SL6 4PA,

and

PHILLIP J. CARROLL
2121 Kriby Drive, Unit 34S
Bouston, TX 77019,

and

MICHAEL J. HARTNALL
Monkswood Priors Hatch Lane
Hurtmore

Godalming UK. GU7 2RJ,

and

SIR PETER JAMES MASON
45 Graham Terrace

City of Westminster

London U.K. SW1 W8HN,

and

ROBERTO QUARTA
100 Eaton Place, #3A
London U.K. SW1 X8LU,
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and

SIR ANTHONY NIGEL RUSSELL RUDD

Shirley House

Shirley Common

Park Lane

Ashbourne

London U.K. DE6 3AZ,

and

PETER A. WEINBERG
14 Perkins Road |
Greenwich, CT 06830,

and

ANDREW GEORGE INGLIS
63 Nelson Road
London U.K. E4 9AP,

and

ULRICH CARTELLIERI
26 Gledhow Gardens
Kensington and Chelsea
London U.K. SW5 OA2,

and

SUE BIRLEY

Aspen Lodge

Boreham Street

Hailsham, Sussex BN27 4SH,

and

MICHAEL LESTER
49 Sheldon Avenue
Haringey Highgate
London U.K. 464JR,

and
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MARK H. RONALD
7110 44th Street
Chevy Chase, MD 20815,

and

MICHAEL DENZIL XAVIER PORTILLO

25 Victoria Square
London U.K. SW1 WORB,

and

SIR RICHARD HARRY EVANS
Hall Cross Manor

Kirkham Road

Freckleton

Preston PR4 1HU,

and

LORD ALEXANDER HESKETH
15 Cranley Place

Kensington, Chelsea

London UK. 5W7 3AE,

and

JOHN PIX WESTON
The Starlings
Oxshott

Leatherhead Surrey
U.K. KT220 QN,

and

KEITH CLARK BROWN
Lyndsay’s Farm

Fryerning House, Beggar Hill
Fryerning, Ingatestone

Essex U.K. CM4 OPF,

and
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STEVE LEWIS MOGFORD
Ainsworth Farm

Backlane, Heath Charnock
Chorley, Lancashure PR6 9DJ,

and

PAOLO SCARONI

C/o Enel Energy

Viale Regina Margherita #137
00198 Rome, Italy,

and

SIR ROBIN BIGGAM

Old Linslade Grange

Old Linslade Road Heath and Reach
Leighton Buzzard

Bedfordshire U.K. LU7 0DU,

and

SIR CHARLES BEECH GORDON
MASEFIELD

33/4 Palgrave Gardens

Camden Town

London U.K. NW1 6EN,

and

PRINCE BANDAR BIN SULTAN
Glympton Park

Glympton

West Oxfordshire

U.K. 0X20 1AU,

and

THE PNC FINANCIAL SERVICES GROUP,
INC, as Successor to RIGGS NATIONAL
CORPORATION/RIGGS BANK, N.A.

One PNC Plaza, 249 Fifth Avenue
Pittsburgh, PA 15222,

and
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JOSEPH L. ALLBRITTON
2940 Fox Hall Road
Washington, D.C. 20016,

and

ROBERT L. ALLBRITTON
2430 Wyoming Avenue Northwest
Washington, D.C. 20008,

and

BARBARA ALLBRITTON
2940 Fox Hall Road
Washington, D.C. 20016,

Defendants,

and

BAE SYSTEMS PLC, an England and Wales

corporation,

Stirling Square

Carlton Gardens

London UK. SW1Y 5AD,

Nominal Defendant.
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protected by all applicable copyright laws, as well as by misappropriation,
ave added value to the underlying factual

materials herein through one or more of the following: unique and original selection, coordination, expression, arrangement, and

classification of the information.

No copyright is claimed in the text of statutes, regulations, and any.excerpts from analysts’ reports quoted within this work.

Copyright © 2007 by Patrick J. Coughlin and Coughlin Stoia Geller Rudman & Robbins LLP. Patrick J. Coughlin and
Coughlin Stoia Geller Rudman & Robbins LLP will vigorously defend all of their rights to this writing/publication.

All rights reserved — including the right to reproduce in whole or in part in any form. Any reproduction in any form by -
anyone of the material contained herein without the permission of Patrick J. Coughlin and Coughlin Stoia Geller Rudman & Robbins

LLP is prohibited.
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“I would be offended if I thought we had the monopoly on corruption .

We did not invent corruption . . . . This happened since Adam and
Eve. ... [Tlhis is human nature.” -
PRINCE BANDAR BIN SULTAN
WGBH Interview
September 2001
INTRODUCTION :

1. This is a stockholder derivative action on behalf of BAE Systems plc (‘BAE” or the
“Comp.any”) against the entire current BAE Board of Directors (the “Board™) and several of its
present or former officers and directors (collectively the “BAE Defendants”) for intentional, reckless
and/or negligent breaches of their fiduciary duties of care, control and candor, involving illegal,
improper and/or ultra vires conduct, including causing BAE to violate the laws of the United States
and international business conduct codes and conventions relating to honest trade and business
practices by making, or permitting to be made, improper and/or illegal bribes, kickbacks and other
payments. Also named as defendants are Prince Bandar Bin Sultan (“Bandar”), PNC Financial
Services Group, Inc. (“PNC”), legal successor by merger to Riggs National Corporation/Riggs Bank,
N.A. (“Riggs”), and three former Riggs executives and controlling shareholders, which were,
respectively, the primary recipient or beneficiary of the bribes, payoffé and improper payments and
the primary intermediary via which these Bandar payments were laundered, actively concealing
them from government regulators and BAE’s own auditors. This conduct has caused, and is
continuing to cause, BAE damage, including the substantial costs of responding to (and the
substantial fines and penalties which may be involved in resolving) civil and criminal investigations
and proceedings — here in the United States and elsewhere —as well as serious harm to BAE’s
reputation and goodwill, due to the adverse publicity resulting from these events.

2. BAE is a publicly owned company. Its American Depository Receipts (“ADRs”) are

registered with the United States Securities and Exchange Commission (“SEC™), traded over-the-
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counter in this country and own;:d by hundreds if not thousands of U.S. citizens.! Its ordinary
shares, traded overseas, are also owned by thousands of U.S.-based investors — individuals and
institutional. Approximately 50% of BAE’s sharcholders reside in the U.S. BAE is one of the
largest defense contractors in the U.S. and one of the largest suppliers to the U.S. Defense
Department. The Company has operations in 36 states here and generates some 40% of its annual
revenues — over $9 billion — in the U.S. BAE has more operations in the U.S. than in any other
single country, including substantial operations here in Washington, D.C., which coordinate and
oversee its billions of dollars of annual business with the Pentagon.

3. To hold onto their positions of power, prestige and profit with BAE, BAE’s officers
and directors have represented in annual directors’ reports and otherwise that under their
stewardship, BAE was a highly ethical, law abiding corporation which was achieving very
substantial profits due to the skills of its top managers, while operating in accordance with applicable
rules and laws under the oversight of BAE’s Board of Directors. As a result, these top managers and
directors of BAE held onto, and thus enjoyed, their prestigious and lucrative BAE positions,
benefiting from the considerable perquisites of their positions with oné of the world’s largest
corporations.'

4. However, the true facts were quite different than these corporate ﬁduciéﬂes presented
to BAE’s shareholders in their reports and otherwise. In fact, BAE’s officers and directors were
resorting to, or encouraging and/or permitting BAE’s managers to resort to, improper, illegal and
ultra vires activities to boost BAE’s reported results, including paying bribes and kickbacks and
making other improper payments, as detailed herein, to obtain contracts to make their stewardship of

BAE appear more successful. These illegal and improper actions had the desired effect, ie.,

! Each ADR represents four ordinary BAE shares and has the same rights as an ordinary

share.
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increasing BAE’s apparent success and profitability —in the short term. Given the fact that the BAE
Defendants had limited tenures in their poéitions at BAE, this wés their real concern, not BAE’s
long-term profitability or the long-term interests of the actual owners of BAE, i.e., its public
shareholders. Defendants’ imprudent and unlawful actions have had an inevitable damaging impact,
and a very negative one indeed, for BAE’s long-.term future and the interests of its shareholder
community. Despite repeated warnings and “red flags” regarding the dangers of this reckless,
imprudent and/or illegal conduct, BAE’s directors refused to stop such conduct or take actions they
knew were necessary to correct or remedy the dangerous conditions created by that conduct. Those
defendants who joined the Company as this course of conduct was ongoing have joined in that
conduct, endorsed and affirmed it, allowing it to continue while taking steps to conceal it and cover
it up — both from BAE shareholders as well as government investigators. The BAE directors’ and
officers’ false statements and representations and negligent, reckless or intentional failure to properly
oversee the operation and conduct of this enterprise have exposed BAE to millions of dqllars in
damages and potentially hundreds of millions of dollars in remedial costs and possible debarment in
the U.S., and have badly damaged BAE’s corporate image and reputation.

5. In an effort to present themselves as competent, honest stewards and managers of
BAE’s business, the BAE Defendants have repeatedly misrepresented how they Were overseeing,
managing and operating BAE in a lawful and ethical manner. They told the owners of BAE —the
shareholders — that compliance with anti-bribery and anti-corruption laws was especially critical to
BAE given the nature of its business, i.e., defense contracts with foreign governments, and thus BAE
had in place rigorous internal controls to assure compliance with anti-corruption and anti-bribery
Jaws and extensive training programs for its executives and managers in this regard, and, as aresult,
it was in compliance with such laws and conventions. These representations were false and

misleading. Under their stewardship, the BAE Defendants have caused BAE to engage in a pattern
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and practice of making illegal and improper payments to secure contracts and false and misleading
statements to conceal and cover them up, thus violating the U.S. Foreign Corrupt Practices Act
(“FCPA™), the anti-corruption convention of the Organization for Economic Cooperation and
Development (“OECD Convention™) and Section 463 of the U.K. Companies Act 0f2006 (“Section
463™), all of which were applicable to BAE. Defehdants’ misconduét also involved repeatedly
misleading BAE’s shareholders to entrench and enrich themselves by boosting BAE’s apparent
short-term profits and to justify paying themselves excessive compensation and benefits, even
though they knew or recklessly disregarded that their actions would damage BAE in the longer term.

6. In the mid-1980s, BAE was attempting to obtain a very large military contract from
the Saudi Arabian Ministry of Defense to supply 120 fighter/bomber aircraft over the next 20+ years.
The officers and directors of BAE knew that if this huge contract — known as “Al Yamamah” —
could be obtained, they could point to it as concrete evidence of their successful stewardship of
BAE, which would in turn help them hold onto their positions of power, prestige and profit with
BAE, so they could receive lucrative payments and bonuses in connection with those positions for
many, many years going forward.

7. Prince Sultan of Saudi Arabia was then in line for the royal throne and serving as the
head of Saudi Arabia’s Ministry of Defense. Prince Sultan’s son was Bandar Bin Sultan. Bandar
was the apple of his father’s eye. For over 20 years — an(i during most of the time period relevant
hereto — Bandar resided in the U.S. and served as Saudi Arabia’s Ambassador to the U.S. Prince
Turki bin Nasser is Bandar’s brother-in-law. He was head of the Saudi Air Force. Because of their
positions and relationships, Prince Sultan, Bandar and Nasser were each in a position to significantly
influence whether BAE was awarded the Al-Yamamah contract.

8. To advance their own positions with BAE by winning the Al-Yamamah contract, the

then officers and directors of BAE named as defendants herein undertook illegal and improper
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conduct (engaging in ultra vires activities) in breach of their fiduciary duties to BAE, including
paying bribes or kickbacks (a/k/a “backhanders”) to Bandar and making other improper payments
for his (and his fé.mily’s) benefit, which have amounted to over $2 billion over the last 20 years.
Although paying such bribes or kickbacks is ultra vires and in violation of international business
standards and the laws of the U.S., including the FCPA and the OECD Convention, as well as
BAE’s own stated business policies and practices, defendants caused BAE to funnel these illegal
payments to Bandar in significant part through Riggs, located in Washington, D.C., via accounts
that, while nominally in the name of Saudi Arabia, were controlled by Bandar, over which he had
discretion and signature authority and which he used for his personal use and benefit. Riggs was
selected for this purpose because its Washington, D.C. location gave Bandar ready access to it and
because Riggs had a reputation in international commerciél circles as a bank willing to facilitate
questionablé, if not illegal, currency transfers for international transactions.? For many years, Riggs
actively participated in, facilitated and advanced the illegal bribe payments to Bandar, hiding them
from government investigation and BAE’s auditors. Then —much later on—as Riggs’ questionable
cutrency activities came under increasing government scrutiny, in an effort to stave off government
action to seize or close the bank, it identified oﬁe or more of the accounts being utilized by BAE and
Bandar to facilitate the kickback payments as involving highly questionable or improper conduct and

transactions and took steps to shut them down. At or about that time, Bandar resigned his post as

2 Riggs was ultimately exposed to have had persistent and widespread involvement in

improper currency transfers and other money laundering activities. Riggs, the largest Washington

D.C.-based commercial bank for much of its long history, was acquired by PNC in 2004 after

various corporate scandals and management problems involving its lucrative embassy business

forced Riggs to plead guilty to criminal money-laundering violations and pay $25 million in fines
and penalties. In addition to funneling billions of dollars in bribes through BAE to Bandar, Riggs

accounts were used to route Saudi money to 9/11 hijackers, to help Augusto Pinochet disguise

millions stolen from the Chilean people, and to obfuscate transfers and unreported withdrawals of

millions in oil revenues by the dictator of Equatorial Guinea.
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Ambassador to the U.S. for “personal reasons” and returned to Saudi Arabia. His father remains heir
to the Saudi Arabian throne and head of its Ministry of Defense.

9. These illegal or improper payments were secretly bargained for at the outset of the
Al-Yamamah contract. The payments were provided for in secret schedules to the contract entitled
«1 etters of Offer and Acceptance.” They purported to provide compensation for “support services,”
which, in fact, Bandar never performed, and which was known by the participants to be a code word
and cover for the bribe or kickback payments he, his father and other members of his family were
receiving or benefiting from. Most of the monies paid to Bandar were received by him here in the
U.S. in Washington, D.C. Significant amounts have been spent by Bandar here in the U.S,,
including over $100 million to build one of the largest and most lavish personal residences in the
U.S., located in Aspen, Colorado. |

10.  The illégél and/or improper payments have not only included outright payments to
Bandar personally, but also payments by BAE for other expenditures benefiting Bandar and
Bandar’s family, including paying for his fantastically outfitted Airbus private aircraft, which cost
over $100 million, and expenses for members of his family, including millions of dollars paid for a
lavish multi-week, multi-country honeymoon for Bandar’s daughter and new son-in-law.

11.  The transcript of a BBC Television documentary exposing the details of the illegal
payments made in connection with the Al Yamamah contract is attached as Ex. A. These payments
are being investigated by the ‘United States Department of Justice (“DOJ ) and the SEC. The
making of these improper payments has recently received widespread, adverse publicity. For
instance, according to a 6/07 edition of F inancial Times:

BAE faces threat of fines in US probe

* * *

BAE Systems faces the threat of substantial fines, criminal prosecution of
managers and the forced appointment of an independent monitor to oversee its
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