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From fighting corruption to
promoting corporate governance
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robity is an important intangible
asset for doing business. In
that respect,
which s

Hong Kong,
internationally
acclaimed as one of the least corrupt places
in the world, does have a competitive edge
over other markets.

Over the past four decades, the Independent
Commission Against Corruption (ICAC)
works hand in hand with the community to
eradicate bribery and related malpractices
through law enforcement, prevention and
education. In the private sector, the ICAC
promotes ethical governance as a strategy
to prevent corporate corruption.

City Ranks Among Least Corrupt

In the latest annual Corruption Perception
Index of Transparency International, Hong
Kong ranks second lowest for perceived
level of public corruption in Asia. In the
global index developed by TRACE Interna-
tional and RAND Corporation in 2014 to
assess business bribery risks, Hong Kong
is ranked the least corrupt territory in Asia
and fourth among 197 territories. A
corruption-free society helps ensure a level
playing field for businesses. This reputa-
tion, together with other strengths such as
good legal and regulatory framework and a
value system supporting competitiveness,
has made Hong Kong the most competitive
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place in the world as per the World
Competitiveness Yearbook released by the
Switzerland-based International Institute
of Management Development.

In recent years, annual opinion surveys
conducted by independent polling agencies
commissioned by the ICAC revealed that
just about one per cent of the survey
respondents had come across corruption.
The very low level of corruption in Hong
Kong contrasts with the situation in other
countries or territories. In the European
Union, for instance, a 2014-released survey
entitled  “Special 397:
Corruption” disclosed that some eight per

Eurobarometer

cent of the Europeans said they had experi-
enced or witnessed corruption in the past 12
months. The ICAC’s corruption statistics
also show that corruption has been kept in
check in Hong Kong. Over the years, the
ICAC has
complaints of below 3,000 per annum. The

been receiving corruption
percentage of private-sector complaints
increased from around one-third in the
1980s to two-thirds in recent years, partly
because of the

business community’s

increasing vigilance towards corruption.

Corruption is a high risk crime in Hong
Kong. The conviction rate of ICAC cases
remains at about 80% and judges are never
hesitant to pass down heavy sentences on the

convicted, in particular in cases of public
officials and listed companies. In many
cases, company directors who were found
guilty of corruption or fraud offences ended
up not only in prison but were also disquali-
fied from holding directorship for some
time. This is also a strong deterrence against
corruption in society. ICAC Annual Surveys
also reveals that the Hong Kong public
consistently has zero tolerance for corrup-
tion. About 80% of the survey respondents
were willing to come forward and report
In fact, more than 90% of
complaints received by the ICAC came

corruption.
directly from members of the public.

Fight against
New Challenges

Corruption Faces

Despite such remarkable achievements,
the fight against corruption is no less
challenging. In the private sector, complex
corruption and fraud involving huge sums
of money are uncovered from time to time.
In 2015, the ICAC received around 1,800
related to the
private sector. In the same year, over 180

corruption complaints

persons from the private sector were
brought to the court. Over the years, many
cases involved company directors and
professionals who disregarded the basic
principles of corporate governance.

In a case investigated by the ICAC, the



chairman, an executive director and the
financial controller of a listed company
embezzled and cheated two listed sister
companies of funds totaling over HK$65
They published

information in the annual report to cover

million. also false
up their misdeeds. When sentencing the
company chairman, the judge reprimand-
ed him for succumbing to greed and the
pursuit of fame.
The judge’s remark pinpoints some
typical ingredients in such scams, that is,
the lack of personal integrity and the
blatant disregard of fiduciary duties
expected of a company director. The
problems are often compounded by a weak
internal control system and professionals
who failed to live up to their guardianship
role or even facilitated the wrongdoings. As
long as these elements exist, we must not
underestimate the detrimental effects of
corruption on individual companies and the
business environment in Hong Kong.

Globalised business environment also
it even more difficult for law
enforcement agencies, including the
ICAC, to track down the culprits and
recover crime proceeds. Today’s informa-

makes

tion technology makes money transactions
more complex and secretive. Illicit gains
from corruption are increasingly veiled by
complex financial arrangements, corporate
vehicles, trusts and nominees. Corruption
proceeds are transmitted across different
jurisdictions, making them ever harder to
trace.

To rise to these challenges, the ICAC has
been augmenting its capabilities and work
strategies. On the law enforcement side,
the ICAC continues to upgrade its investi-
gative techniques to cope with the
increasing complexity of corruption cases.
Teams dedicated to forensic accounting,
asset recovery and computer forensics
were set up to detect intricate and cryptic
financial transactions, trace, restrain and
confiscate illicit funds, and extract and
examine data hidden in electronic devices.

Cross-jurisdictional cooperation is another
important area in progress. Increasingly,

the international community has been
alerted to the need to address globalisation
of economic crimes such as corruption, tax
evasion and money laundering. Long
recognising this global trend, the ICAC has
established a good co-operative system
with other jurisdictions under the United
Nations Convention against Corruption
and bilateral agreements of mutual legal
assistance on criminal matters. Separately,
a Mutual Case Assistance Scheme has
been put in place, enabling the ICAC and
the People’s Procuratorates in Mainland
China to provide investigative assistance to
each other upon request.

Uphold Governance as First Line of
Defence

Strong law enforcement is essential in the
fight against graft. However, to safeguard a
clean society in the long run, corruption
must be pre-empted by plugging systemic
loopholes conducive to malpractices and a
culture of integrity must be nurtured and
sustained. In a corporate setting, ethical
governance must be reinforced.

The ICAC plays an active role in helping
put this concept to practice. Since the early
1990s, the ICAC has been promoting
business ethics and corporate governance
as the first line of defence against corrup-
tion. This mission of building a clean
corporate culture is carried out by the
ICAC’s Hong Kong Business Ethics
Development Centre (HKBEDC) with the
support of major local and foreign cham-
bers of commerce, professional bodies and
trade associations.

In 2007, HKBEDC launched an ethics
programme to train company directors and
related professionals by partnering with
various  professional bodies, including
HKIoD. Under the programme, HKBEDC
published a “Toolkit on Directors’ Ethics”
and injected corruption prevention elements
into professional training courses for compa-
ny directors. The ICAC also approached all
Hong Kong listed companies to offer
prevention and educational services. So far,
the ICAC has visited about 1,100 listed
companies, 60 per cent of which have
accepted corruption prevention services.

In response to the global trend and the
local regulatory development in corporate
HKBEDC kicked off a
three-year ethics promotion programme

governance,

for listed companies last year with HKIoD
and 17 other co-organisers, among them,
relevant ~ government  departments,
regulators, professional bodies and cham-
bers of commerce. This programme aims
to further assist listed companies to
enhance personal integrity of directors
and senior executives, entrench an ethical
corporate culture, and fortify internal
control system in light of the latest

integrity challenges.

Meanwhile, the “Toolkit on Directors’
Ethics” (http://www.hkbedc.icac.hk/eng-
lish/files/publications/toolkit.15.pdf) has
been revamped to include the latest legal
and regulatory updates on directors’
duties and common corruption risks faced
by directors.
HKBEDC will:
e produce a new training package to

In the next two years,

fine-tune directors’ skills in upholding
corporate governance;
e convene a conference on business
ethics;
e organise seminars for  company
directors and related professionals; and
o offer tailor-made ICAC services to all

Hong Kong listed companies.

In addition, the ICAC’s
Prevention Advisory Service will promul-

Corruption

gate a corruption prevention guide in
2016 to assist listed companies in
strengthening risk management and
system control as required by the revised
listing rules of the Stock Exchange of

Hong Kong.

While the ICAC and relevant parties play a
role in the campaign for corporate govern-
ance, at the end of the day it is up to the
companies to put corporate governance in
practice. Company directors, who are
vested with the ultimate responsibilities to
run their companies, are well positioned to
steer an enterprise in the right direction
and create values for stakeholders, retain
talents and mitigate negative impacts from

0

malpractices.
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