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From the Editor

This practical guide is written for managers in the financial services sector. It aims to heighten their
awareness of the importance of staff integrity and to explore the management techniques required to
handle the issue.

This publication aims to provide general guidance only and does not purport to deal with all possible
issues that may arise in any given situation. Explanations of legal requirements under any relevant
legislation are necessarily general and cannot be relied upon to relieve the need to review relevant
legislation in detail, and where appropriate, to obtain specific legal advice on any issue which may
arise. The ICAC accepts no liability or responsibility for any loss caused to any person acting or
refraining from acting in any way as a result of any material contained in this publication.

The scenarios given in this practical guide are based on a mixture of past prosecutions and
hypothetical cases and are for illustration only.

Throughout this publication, the male pronoun is used to cover references to both the male and
female. No gender preference is intended.

The copyright of this publication is owned by the Independent Commission Against Corruption, Hong
Kong Special Administrative Region.



Foreword

A sound, reliable and efficient banking system and financial market is the
cornerstone for sustaining the economic stability of Hong Kong. Nurturing
trust in a financial market is not an easy task as any slip can ruin the hard-
earned reputation almost overnight.

Comprehensive systems as well as an ethical corporate culture can help
to protect the interests of all stakeholders and uphold Hong Kong's status
as an international financial centre. Prevention is always better than
cure. Ensuring that people of all ranks within the financial services sector
observe the highest ethical requirements of their regulatory bodies can
help to curb corruption and malpractice. This will in turn protect everyone
and enhance the goodwill and competitiveness of banks and financial
institutions.

The financial services industry is a professional trade which requires
unparalleled integrity from everyone within it. Management has the
ultimate responsibility of implementing effective policies to ensure that
the performance of its staff reaches the highest professional and ethical
standards.

In recent years, globalization and diversification, coupled with the electronic
age and other innovative developments, have posed numerous challenges
to traditional banking and financial industries. To meet all these challenges,
managers should further enhance their ethical standards in conducting
business as well as their management skills to ensure that all staff perform
their duties, with integrity and in accordance with the law and regulations.
This Practical Guide comprising five parts aims to strengthen these skills.
Part 1 helps managers to understand their role and position their "people-
oriented" management work. Part 2 analyses ethics management in
detail to help managers review the systems in their organizations. Part 3
provides the keys and essentials for managing staff integrity. Part 4 lists
the training tools and materials produced by the ICAC on managing staff
integrity and Part 5 gives information on the ICAC services and assistance.

Community Relations Department
Independent Commission Against Corruption
Hong Kong Special Administrative Region
2007






A Role with Dual Missions




A Practical Guide on Managing Staff Integrity

Dual Responsibilities

In order to better carry out their work, managers must primarily take a firm stance in
their role, with two important but not at all easy missions. First, they must fulfil their
professional, technical and administrative duties to ensure that the business under their
purview progresses healthily and steadily towards the company's goal. Second, they
must shoulder the responsibility to develop the potential of their subordinates and to put
"supervisory accountability” into practice. Supervisory accountability involves taking
preventive measures against blunders by subordinates, rectifying erroneous situations
and, to a certain extent, being accountable for any grievous recurring mistakes.

Supervisory Accountability

Staff may err for a variety of reasons in the daily course of business. It is the
responsibility of managers to identify whether the mistake arises from a staff member's
lack of ability, his inexperience or lack of integrity. If it is caused by the staff member's
incompetence, managers should provide training or counselling. However, if it is related
to the integrity of a staff member, managers should deal with it seriously in accordance
with the law and regulations. Such a proactive approach not only helps to cultivate
an ethical culture within the organization, but also demonstrates to staff members the
company's stance and policy in handling any breach of laws or regulations. If no action
is taken against unethical staff, other staff members may also defy the rule of law.

Undoubtedly, staff management is always a difficult and challenging task. While
managers are not necessarily responsible for every mistake arising from the negligence
or inexperience of staff, they can hardly absolve themselves from blame for serious,
frequent or common errors that have been undetected or tolerated. Turning a blind eye
to malpractices will invite criticism for their improper management. Worst of all, they
might be suspected of being an accomplice in the misdeed.



Part 1: A Role with Dual Missions

People-oriented Approach

Managers should therefore have a full understanding of the prevailing challenges faced
by them and their staff. With the fast development of the industry and the extensive use of
information technology, the financial services sector, which is no longer bound by territorial
constraints, has become more globalized and has attracted more cross-boundary business. In
response to market needs, various new investment products, such as stock options, warrants
and a basket of real estate funds have been launched in the market. This in turn has sparked
off keen competition to gain a greater market share, thereby leading to higher demands on
business performance by organizations from their staff.

Apart from the challenges brought about by various socio-economic factors, the financial
services industry is itself infested with numerous temptations. The very nature of the
work in the financial field basically revolves around money. On top of the substantial
monetary transactions handled every day, personnel in the financial services sector also
possess sensitive information about their clients, business entities and the market. They
may also need to work outside or across the boundary to cultivate closer relationships
with clients. Additionally, financial practitioners are from time to time in a position to offer
professional advice and judgement to their clients or for their organizations. For these
reasons, they may nowadays encounter more ethical dilemmas and conflict of interest
situations. Such mounting pressures may eventually become the precursor of potential
corruption and bribery, rendering the task of managing staff integrity even more onerous.

In light of the above challenges, organizations within the financial services industry
are duty-bound not only to maintain but also to enhance the present standard
of professionalism, and become even more vigilant in staff management. To
effectively prevent corruption and malpractice, managers should be committed to the
implementation of ethics management. Only in a fair working environment can committed
and competent staff develop and give full play to their professionalism. These staff
can win the trust of customers, and eventually attract more business to boost the
competitiveness of their organizations.

From a macro perspective, a financial entity which provides high-quality, professional,
ethical and reliable services to clients would contribute to maintaining the stability of the
financial systems and economy. It would also further consolidate Hong Kong's status as
an international financial centre.






Cases in Perspective




A Practical Guide on Managing Staff Integrity

Financial practitioners often encounter legal and ethical problems
of various types at work. They include corruption, improper use of
confidential material, conflict of interest and other "grey area"” problems.
Causes for breach of the legislation or regulations are usually very
complicated. Drawing from the experience gained from investigations
into corporate scandals in the financial services industry, the ICAC has
summed up and classified the various causes into two categories as set

out below:

Staff Factors—

Ignorance

Staff have a shallow understanding of the legal or administrative
requirements and can easily succumb to temptations and
inadvertently commit an offence.

No alternatives

Staff who find themselves in financial plight due to squandering
or failure in investment, or who fail to meet the organization's
performance standards due to incompetence may feel cornered.
Thinking that they have no alternatives, they may risk everything
in times of desperation.

Helplessness

It is inevitable for staff to socialize with customers in order to
maintain a close business relationship. However, away from
the office or during business trips, when one has to cope with
advantages offered by customers or other "grey area" problems
by oneself whilst in a different culture, one may feel helplessly
isolated and at a loss.

Lack of integrity

Staff harbouring ill motives and bent on achieving personal
gains at the expense of the interests of the organization would
have no regard at all for legal requirements. Damage done by
such staff is the most serious and this is also the worst type of
situation encountered.



Organizational
Factors

Part 2: Cases in Perspective

An organization which fails to set up effective systems or clear
guidelines on "acceptance of advantages" and "conflict of
interest" may mislead staff into thinking that the organization
does not have any firm stance on these issues. That in turn may
lead them to believe they can handle such situations as they
please or at their convenience. However, their handling of such
situations may only be a commonly accepted practice without
any legal basis.

Organizations do not maintain dialogue with staff in the process
of formulating or revising relevant policies and regulations. Nor
do they explain the spirit or content of the requirements. On the
other hand, staff do not proactively consult management when
in doubt.

If systems and guidelines established by the organization
are not properly enforced, they are but empty shells. Staff
harbouring ill intentions will play more tricks to defy the law
and regulations more blatantly under lax supervision. Should
such impropriety become an epidemic, other law-abiding staff
members would become confused.

"Rome was not built in a day". Likewise, violation of the law or regulations, whether
caused by the staff factors or the organizational factors, does not emerge suddenly
and without traceable clues. From the management's point of view, this could be
avoided and guarded against. In the following case analyses, we will focus on the
major areas of concern in ethics management and the techniques which managers
should acquire in practice. Detailed discussions on the relevant anti-corruption laws
or regulations in connection with the scenarios are not within our focus of analysis.
For the content of the anti-corruption legislation, readers can refer to "Observing
the Law" A Guide for Financial Services Practitioners contained in this Tool Kit.




Scenario 1

Abuse of Professional Skills Leads to Disaster

When banks were first introduced to the electronic age, not everyone in management was
conversant with computer skills. Therefore, they had to rely on computer programmers to
operate most of the computers in the banks.

WONG is a computer operator who has joined the bank for some years. He is well
acquainted with the operation of the bank's computer system and knows very well that the
bank's computer programming standard would only supply interest-paying details of up to
two decimal places to its customers. WONG secretly exploits a technical loophole in the
computer system to transfer the interest beyond two decimal places in some inactive bank
accounts into his own personal account. The illegal practice continues for several years with
WONG pocketing for himself HK$500,000.

At all times, WONG presents himself as a hardworking member of the team by frequently
performing overtime duty and even working on holidays. WONG's supervisor is fooled by
such a scheme and considers WONG as a competent subordinate. As a result, he overlooks
the fact that all the while this computer operator has been alone in the office playing out his
numerical tricks. It is only when WONG calls in sick one day that his crime is exposed by an
honest employee standing in for him.

This case is over 20 years old. In fact, banks have since gradually computerized their
systems with managers acquiring greater computer knowledge and skills. This kind
of computer crime is therefore a rare occurrence today. Despite this, the case should
provoke thought among managers and present them with a fresh lesson to learn in
modern day management.

This case illustrates that temptations confront not just high-powered executives or
decision-makers. In fact, any employee with bad intentions may unearth loopholes in
the system which he can exploit. Therefore, managers are required to monitor their staff
closely to ensure that they are honest and have used their professional knowledge and
Skills properly. Otherwise, if such knowledge and skills are misapplied by corrupt staff,
the effects could be destructive and extensive. Imagine what could have happened if the
employee who had stood in for WONG had colluded with him to conceal the illegal act.
In that case, the bank would suffer even more.



i Practical Tips

In respect of staff management, the ethical conduct and values of employees are
as important as their specialized knowledge and technical skills. In fact, ethics and
specialized skills to a large extent are complementary with and dependent upon
each other. Therefore, managers should not only invest predominantly in resources
to enhance the technical competence of their staff. They should also perform ethics
management and foster positive values in their staff.

In view of the rapid advance in modern technology, managers have to stay vigilant at
all times and optimize the use of information technology to perform their management
functions more effectively. On a technical level, financial institutions should implement
information security management. This can be done by installing protection facilities
for both computer hardware and software. For example, establishing an audit trail
function in the system to trace the operations of every computer so as to monitor any
suspicious access or retrieval of data.

Managers need to get a grip on the actual working conditions of their subordinates
by conducting random checks. Moreover, they should be alert to signs of suspicious
conduct, e.g. unreasonable turning down of transfer or promotion offers, refusing
changes in shifts or duties, unwillingness to take leave, etc.

Managers may also contact the business associates of their subordinates, such as
suppliers or customers, to further comprehend their work performance with a view to
providing suitable guidance and supervision.

Scenario 2

Mr LEE of the bank's loans department comes from a wealthy family. Having served in the industry
for 10-odd years, LEE has established good customer relationships and maintained an extensive
personal network. LEE's father is a close acquaintance of LEE's supervising manager, Mr MOK. Over
the years, LEE has performed consistently well and has gained trust from the bank's management.

In private, LEE has acquired a taste for collecting antiques and famous paintings. Through a friend,
LEE becomes acquainted with an antique shop owner, Mr CHAN. Due to their common interest, the
two hit off like old friends and CHAN specially selects a famous painting from his personal collection
as a gift for LEE.



CHAN has a business expansion plan and needs to apply for a bank loan. Naturally, he
lodges his application on the recommendation of his good friend LEE. The loan application is
later approved and CHAN is so grateful for LEE's help that he ingeniously arranges to print an
album of his collection of famous paintings for LEE free of charge.

CHAN maintains a stable record of loan repayment. Unfortunately, he experiences some
cash flow problems due to losses from his investment activities. This forces him to seek more
loans from the bank through LEE in order to ease his tight cash flow condition. Since this is
the second loan to be drawn by CHAN and the risk of the antique business is relatively high,
MOK hesitates about this second application. However, solely out of his own sincere wish
to help out a friend in trouble, LEE strongly recommends CHAN to his supervisor, citing his
satisfactory repayment record and the precious value of his private collection of antiques.
Trusting the judgement of LEE, MOK finally gives his approval to the loan, having to exercise
his discretionary power. Unfortunately, CHAN subsequently defaults on repayment and has
to be declared bankrupt, causing heavy losses to the bank.

Honest people in the financial services industry may let down their guard when dealing
with customers on "friendly" terms. As a result, they may fail to objectively cope with the
gifts or other advantages offered by customers out of "friendship” or "courtesy", thereby
inadvertently succumbing to the sweetener. In such situations, the act of returning a
favour or simply trusting or helping out a friend, may compromise one's objectivity in his
execution of duties.

. Practical Tips

Financial entities should lay down policies on "acceptance of advantages" and
"conflict of interest". They should promulgate clear guidelines to remind their
employees of the dangers of accepting advantages, accumulating debts or being
caught up in conflict of interest situations. Such improper conduct may weaken their
objectivity or alertness to dubious motives, and may drag them into the corruption
pitfalls because favouritism will make the recipients feel obliged to reciprocate.

It is essential for managers to have the power to delegate and to have trust in their
subordinates. However, this trust should not become unconditional simply on account
of an employee's good terms with particular customers, his background or past
performance. Managers are obliged to handle all business decisions in accordance
with objective criteria and established procedures, and should conduct independent
and random inspections when necessary.



Scenario 3

Supervisory Ineptitude Breeds Confusion Among Staff

CHEUNG, a senior credit officer of a local bank, has the responsibility of verifying information
submitted by customers regarding applications for credit facilities. A factory owner, Mr HO,
has a contract to run a wristwatch production line on the Mainland for a particular brand
name. As the bank is seeking to expand their Mainland business, an increase in loan volume
is expected from the credit department. Therefore, CHEUNG is glad when HO applies for
hire purchase facilities at the bank to install a set of new machines in his factory. To secure
this business, CHEUNG arranges a site visit together with his supervisor in accordance with
the bank's assessment procedures.

Upon their inspection, they find that the machines are not "brand new" as specified in
the loan application but are in fact second-hand machinery. HO pre-empts their queries
by boasting a list of "favourable" factors such as the good condition of the machines, the
marketability and profit-making potential of his business, future co-operation opportunities
between his factory and the bank, etc. Then HO, out of "courtesy", presents CHEUNG and
his supervisor with some expensive "sample" watches as souvenirs.

CHEUNG feels awkward about the whole "souvenir" matter. But since his supervisor
eventually succumbs to the offer after some superficial gestures of declining, CHEUNG
has little choice but to take the offer as well. There is no subsequent discussion about the
"souvenir" matter between CHEUNG and his supervisor. Recently, CHEUNG learns that the
loan application of HO has been successful and his supervisor has received a commendation
from management for his contribution in securing more loan business for the bank. However,
CHEUNG has all along been feeling rather dubious about the acceptance of the gift by his
supervisor. As CHEUNG does not want to get into any trouble, he never divulges any details
to anyone.

The supervisor fails to tactfully decline the gift and declare it afterwards in accordance
with the company's rules. He even abuses his discretion to facilitate the loan approval.
This does not only set a bad example but may also violate the law. As the saying goes,
"as the old cock crows, the young one learns”. If managers cannot lead by example, the
adverse impact created could be far-reaching and it will become virtually impossible to
establish an ethical culture. There is a practical pressure for staff who take up duties
outside Hong Kong to adapt fo the cultural differences. At the same time, they should
also conscientiously adhere to the company's policies and guidelines when working
outside Hong Kong.



' Practical Tips

Training can help improve staff's knowledge on legal requirements and heighten
their awareness of the temptations of corruption. It can also teach them how to
cope with the offer of gifts in the course of business, for instance, by complying
with relevant declaration procedures. Financial institutions can regularly organize
induction briefings, in-house workshops or make use of the Intranet to remind staff
of company's requirements in relation to "acceptance of advantages" and "conflict of
interest".

All sizeable financial institutions have in place policies on "acceptance of advantages"
and "conflict of interest". Nevertheless, no matter how comprehensively they are
drafted, these policies are useless if they are not properly enforced. In fact, it should
never be the sole responsibility of the compliance department to implement these
policies. Every single member of the management team should lead by example in
day-to-day operations and give immediate advice to staff who are in doubt. This would
avoid any uncertainty on the part of their subordinates.

Moreover, managers are at all times obliged to honour the principles of integrity, to abide
by the law and to lead by example despite the pressure of meeting business targets.

Scenario 4

Lack of Communication Prompts Corner Cutting

The administration department of a securities company has been given short notice to renovate
the boardroom after recent changes in the line-up of the board of directors. The manager of the
administration department, Mr NG, appoints his subordinate, the newly promoted Mr CHUNG,
to handle the renovation work. Not surprisingly, CHUNG would like to demonstrate his abilities
in carrying out this new assignment. However, his lack of experience and ignorance of the
established work procedures, such as tendering or quotation requirements, has prevented
him from performing his duty properly. In addition, his weak network with other colleagues
also affects inter-departmental co-ordination. The pressure of a deadline and the feeling of
helplessness have left CHUNG completely isolated.

CHUNG is desperate to meet the project completion target and, more importantly, to avoid any
raised eyebrows concerning his ability. He then seeks assistance from an old schoolmate who
owns a design company. The schoolmate agrees to "help out" by assisting CHUNG to fabricate
several quotation submissions, paving the way for him to be awarded the contract. Regrettably,
CHUNG has placed trust in the wrong person and the renovation project is rendered incomplete.



This administrative flop attracts rumours within the company. One rumour is that NG must
have accepted advantages in giving the green light to his subordinate to employ "close
relations" to run the project. As a consequence, NG feels completely stranded. As unhappy
as he is, NG now faces the unwelcome task of cleaning up the mess in the boardroom, while
finding it impossible to eradicate the rumours and the misunderstanding.

In setting work objectives, managers should consider the actual requirements of the
assignment in relation to the practical ability of the staff concerned in order fo ensure
that the targets set are clear, reasonable and attainable. Unreasonable requirements,
such as overly ambitious target profits and results, may compel incapable employees
to take risks and cut corners. On the other hand, the ability and experience of
the employees would also have a strong bearing on their value judgement and
performance. Therefore, in assigning jobs to subordinates, managers should provide
suitable guidance to inexperienced staff or new recruits and remind them to handle all
confiict of interest situations cautiously. Subordinates should also be reminded that the
consequences of perceived or actual conflict of interest could be equally devastating
and be criticized and queried by others.

' Practical Tips

Managers should maintain effective dialogue with their subordinates and be
concerned about the practical difficulties faced by them so that proper guidance and
supervision can be provided.

In allocating duties to subordinates, managers should consider the nature and
complexity of the job so as to assign tasks to those with suitable experience and
ability. Otherwise, subordinates who do not receive any guidance and support
from their supervisors may resort to desperate measures or even illegal means to
complete their tasks.

Managers should from time to time remind subordinates to be alert to possible
conflict of interest situations in the workplace and to pay attention to the handling and
declaration procedures as specified in internal guidelines. The serious consequences
of improper handling of conflict of interest situations should also be explained to staff.



Scenario 5

Conflicts Between Private and Official Interests Bring
Favouritism

A senior credit officer, Mr WU, is processing a loan application from an overseas investment
firm. The firm is considering a major acquisition of the shares of a communications company
which is listed in Hong Kong and its share price is expected to rise dramatically.

The wife of WU's supervisor is a keen investor in the stock market. Seeing this as a good
opportunity for a large profit, WU leaks insider information to her with a view to pleasing his
boss indirectly.

Not surprisingly, WU's supervisor frequently lavishes praise on his subordinate, saying how
efficient and capable he is. But other staff see otherwise since WU's obsequious strategy
towards his boss and the boss's wife is too obvious. As a result, most staff in the office
despise WU's sycophancy and the boss's favouritism.

During the course of their duties, bank employees will have access fo restricted
information which is sensitive to share prices. Any use of such information fto trade
directly or indirectly in shares or derivatives related to the relevant listed company
constitutes a breach of the confidentiality principle. This will seriously interfere with the
fair operation of the financial market. Additionally, such conduct may also violate the
internal guidelines and legislation against insider dealing. Managers knowingly refrain
from taking action is tantamount to giving tacit approval. This will not just perpetuate
a culture of obsequiousness, but also undermine the credibility of management and
awindle staff morale.

' Practical Tips

Managers should uphold probity and impartiality to suppress any growth of an
obsequious culture. They should also refrain from accepting any gifts, advantages or
loans from subordinates, nor should they involve themselves in any joint investments
with staff. The guiding principle is to minimize the risks of conflict of interest and
favouritism arising from monetary disputes.

Managers should explain to their subordinates that confidentiality is one of the most
fundamental operating principles in the financial services industry. Employees should
conscientiously implement the company policies and try their utmost to protect all
confidential or proprietary information. In no circumstances should employees be
allowed to utilize such information for personal gain.



Managers should remind their subordinates from time to time that confidential
information includes all classified information given to them in the course of their
duties, e.g. clients' personal details, account balances, trading information, financial
status, future management re-shuffles, commercial plans, business forecasts, etc.

Managers can go through the following checklist to help their subordinates assess

whether the information is of an open nature:

- Is the information open to the market?

- Will disclosure create any substantial impact on share prices or market trends?

- Will the information affect investors' decisions on the buying or selling of shares or
futures contracts of particular companies?

Scenario 6

Egoistic Ambition Breeds Unscrupulous Conduct

Mr AU has been a branch manager for the bank for nearly 10 years but his promotion
prospects are slim. Meanwhile, all of his peers have been promoted, some to important
senior management posts. As it happens, the sale of flats in a private residential
complex in the district has recently begun and AU has prepared a special mortgage plan
to attract new customers.

AU's brother-in-law is an estate agent. He too looks upon the sale of flats in this new complex
as a golden opportunity for his company to generate more business. At a family gathering,
AU tells his brother-in-law that his boss has finally decided to consider giving him a promotion
on the condition that he could draw in a substantial amount of mortgage business within a
short time. Therefore, AU pays some "tea money" to his brother-in-law out of his own pocket,
hoping that he will recommend more new buyers to apply for mortgage loans from AU with a
view to boosting results and showing off his ability.

In fact, AU's bank and the estate agency of his brother-in-law both have clear guidelines
forbidding their employees from securing business by offering illegal advantages or from
abusing their office by accepting illegal advantages. Subsequently, their secret conduct is
exposed, and both AU and his brother-in-law are respectively convicted of the offence of
offering and accepting a bribe. Their conduct has not just ruined their own careers, but also
the reputations of the bank and the estate agency, thereby impairing the principle of fair
dealing in the market.



There is nothing wrong for employees to be ambitious and aggressive, and fto try
getting a promotion. But this does not mean being overly aggressive in satisfying
one's own ego and sacrificing all moral principles for the sake of impressing others.
Managers should take these matters seriously and cautiously, and provide their staff
with proper guidance.

. Practical Tips

In supervising and coaching subordinates, managers should constantly remind
them of the importance of abiding by the law and should carefully monitor their day-
to-day work performance. For individual subordinates who have not performed up
to standard, managers should give them suitable guidance. For those who have
performed up to or have even exceeded the standard, the attention of managers
should be drawn to the legal and procedural compatibility of their actions.

Managers should remind their subordinates that it is imperative for them to secure
business in a law-abiding manner. It would appear that the company would have
nothing to lose by securing business through the means of bribery. In fact both the
offeror and the recipient of bribes commit a criminal offence. The company should not
condone any acts of bribery and the offenders will have to face legal sanctions.

Scenario 7

A Conflict of Interest Puts Oneself Off-guard

A branch customer service supervisor of a bank, Mr POON, has maintained a close
relationship with the director of a trading company, Mr CHAN. CHAN frequently treats POON
to lavish entertainment at a private club and invites POON to play golf with him. CHAN also
"lent" to POON and his girlfriend one of the apartments owned by his company without
charge. Mr CHOW, POON's supervisor, has long known of POON's close connection with
CHAN. However, as CHOW considers these to be matters relating to the private lives of his
subordinate, he has done nothing to intervene.

CHAN's business has subsequently experienced financial difficulties, including problems
in relation to his loan application with the bank. CHAN then asks to see POON, hoping to
find solutions to these problems. At the dinner meeting, CHAN expresses that if POON is
willing to help, the bank will surely approve his loan application. CHAN also promises that



if successful, he will give POON and his girlfriend air tickets to Europe. In return for these
favours, POON assists CHAN by submitting several loan applications by forgery to the
bank which has consequently caused loss to the bank. The bank suspects that CHOW is a
party to the crime. CHOW regrets that he has not dealt with his subordinate's unduly close
connections with the client at a much earlier time.

It is commonly acceptable to attend business-related social functions arranged by
clients. However, the acceptance of excessively frequent or lavish entertainment
may easily lead one to compromise one's integrity. Employees who have a low
level of alertness may easily succumb to the temptations of corruption. The
situation is worsened if some staff are experiencing failures in investment or, are
inept in handling their own personal finances. Indeed, they may even be negligent
in handling small favours, entertainment or advantages offered by clients or any
conflict of interest situations.

i Practical Tips

Managers need to have a quick mind and be sensitive to the personality traits
of individual staff so as to understand their attitudes and actions in coping with
advantages offered in the course of business. They should also pay particular
attention to any abnormalities in the lifestyles of their subordinates, e.g.
incompatibility between their spending habits and their income or assets; personal
financial management; and ethical standards.

Managers should promptly and decisively deal with the ethical problems of their
staff, since delay will aggravate the problems. Indecisiveness will not only lead to
questions about the inability of management, it might also be misinterpreted as a sign
of collusion.



Scenario 8

Be Cautious When Cultural Differences Exist

Mr NG has worked as a branch manager for a local bank for ten years. Under his leadership,
and with a dedicated team of staff, the branch gradually improves its performance and team
members also receive commendations from customers. Management thinks highly of NG and
decides to transfer him to a certain branch on the Mainland as branch manager.

NG accepts the appointment with mixed feelings. While rejoicing that he is in management's
good books, he worries that being a total stranger in a new place would mean that his
management performance may not come to hand as easily as in Hong Kong. About one
month after he assumes his duty, the office needs to acquire more furniture. Being unfamiliar
with the place, NG naturally delegates the procurement exercise to his assistant, Mr LEE, a
local native. LEE accomplishes the assignment with great efficiency.

Later on, NG inadvertently comes to learn that LEE has appointed his brother's company as
the furniture supplier. Noting that a conflict of interest is involved, NG immediately interviews
LEE in order to find out the details of the transaction. LEE explains that patronizing a familiar
company is in fact the best way to protect the company's interests as there are numerous
unscrupulous merchants in the market. He affirms that he has never obtained any advantage
in the transaction and his brother has also sold the furniture to the bank at a discounted price.
LEE is disgruntled because his goodwill has been misconstrued due to the queries raised by
NG.

Cultural differences pose a great challenge to managers. Although it is a customary
practice in some places for people to take advantage of "relationships”, the policies,
regulations and guidelines of an organization should always be built upon the same
principles and standards around the world. Appointing people by favouritism and
conducting private dealings will not only put the staff's integrity at stake but may also
tarnish the goodwill of the organization.

' Practical Tips

Whether within or outside Hong Kong, managers should always maintain regular
dialogue with their subordinates. Strengthen training would help explain the spirit
and details of the company's policies to staff. Policies implemented in the parent
company, in branch offices or anywhere else should be consistent in terms of
principles and standards. This will ensure that staff are fully aware of the company's
requirements and are ready to comply with them under all circumstances.



Managers should be aware that subordinates may defy company policies or
guidelines for personal gain on the pretext of tradition, custom or cultural differences.

Managers should remind subordinates of the need to declare any conflict of interest
in order to avoid suspicion and to safeguard the reputation both of himself and the
company.
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A Practical Guide on Managing Staff Integrity

Managing staff integrity is a people-oriented process. Instead of being the
sole responsibility of the training department or the compliance department
alone, it also requires the efforts of all members of the management. Apart
from leading a role model, managers should actively keep a close watch on
the performance and conduct of each subordinate and provide counselling
and guidance as appropriate in order to nip any problem in the bud.

This chapter aims to explore practical ways to manage staff integrity in
different areas, namely "staff administration”, "handling conflict of interest
situations” and "information system management" in system control.
We seek to explain how the element of integrity management can be
incorporated into different levels and stages.

Staff Administration

m Recommendations

» Recruitment Include the attributes of "loyalty and honesty" as a prescribed core
competency and one of the selection criteria for appointment of staff of all
grades (Appendix I). Inform applicants of the relevant requirements.

» Selection Make assessment according to the prescribed core competencies and
incorporate integrity-based scenarios into written tests or interviews in
order to test the applicant's ethical standards.

If resources allow, engage a consultant to design an aptitude test. A
sample test is at Appendix II.

» Induction Brief trainees on relevant legal requirements.
Training Explain company policy and the staff code of conduct and provide a
channel for enquiries.
» In-service Brief all levels of managers on the importance and techniques of
Training managing staff integrity.

Introduce to managers the "Checklist on Corporate Integrity Management"
(Appendix Ill) for the formulation of ethics management policies and
initiatives.

Strengthen communications with the compliance department; remind
staff of the need to take timely preventive measures against the ever-
changing tricks of corruption; and provide training to staff working on the
Mainland and overseas on the relevant legislation in different regions and
corruption prevention techniques.

Regularly remind staff of the possible pitfalls of corruption at work posed
by the "sweetener", such as advantages or entertainment offered by
customers or suppliers; heighten their vigilance against the temptations
of corruption; and improve their skills in handling ethical dilemmas and
conflict of interest situations.




» Monitoring
and
Counselling

» Performance
Appraisal

» Penalty
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Stay alert to symptoms of irregularities:

- receiving anonymous telephone or written complaints

- tampering with company documents

- photocopying company records without justifications

- making contact with undesirable characters such as loansharks

- refusing to take long leave without good reasons
(The above symptoms may only indicate a staff member's lax working
attitude or inability. However, according to the ICAC's experience over
the years, they may also be early warning signs of malpractice.)

Take into account whether the employee is a man of integrity in the
execution of his duties.

Conduct random inspections to ascertain the employee's performance.
Consider the employee's character and moral standard in addition to his
capabilities in promotion exercises.

Take disciplinary action against any irregularities.

Refer illegal behaviour to law-enforcement agencies. If corruption is
involved, refer it to the ICAC.

Show zero tolerance and make it known that the company will handle
such cases in accordance with the law to achieve deterrent effect.
Promulgate to staff that corruption is a high risk crime with dire
consequences. Constantly provide training to staff on the risks of
corruption in order to remind them to take preventive measures.

Handling Conflict of Interest Situations

Different Conflict of Interest Situations

» Actual
Conflict
of Interest
Situations

» Perceived
Conflict of
Interest
Situations

In actual conflict of interest situations, actions and decisions taken by the
employee in official business matters have in reality been affected by his
personal interests.

This type of conflict of interest situation usually includes abuse of official
authority and misconduct in office. If acceptance of an advantage is
involved, it may constitute a corruption offence.

In perceived conflict of interest situations, the employee may not have
considered his own personal interests in his actions and decisions
but may still be suspected by others of practising favouritism.

Although such a conflict of interest situation may not involve the
abuse of official authority and misconduct in office or cause any actual
financial loss to the company, both the company's reputation and the
confidence of investors will be undermined by such acts or decisions.
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Examples of Conflict of Interest Situations

» Bank
Business

» Financial
Business

Approving applications for loans, letters of credit, mortgage, credit cards,
etc. submitted by relatives and close friends.

Approving tenders or quotations submitted by relatives and close friends.
Developing private business relationships or having private financial
dealings with clients of the bank.

Engaging in outside work or investment which is in conflict with the
interests of the bank.

Recommending clients to invest in a company in which the employee has
a financial interest, e.g. a business director of a broker's firm recommends
a client to buy shares in a company in which he has an interest.

Writing a market research report in favour of a company in which he has
an interest.

Fund managers undertaking sale and purchase transactions between a
client's account and a house account.

A director of a financial intermediary dealing in businesses of securities
and futures, fund management and corporate finance at the same time.

How to Handle Conflict of Interest Situations Avoid and Declare

» Principles

Employees should avoid getting involved in conflict of interest situations.
They should put the interests of the company and the clients first in the
performance of their official duties and treat all clients equally. Managers
should explicitly prohibit their subordinates from getting involved in any
conflict of interest situations which may bring about corruption.

If conflict of interest is unavoidable, the employee in question should
make a declaration to both the company and the client to allow senior
management to determine the appropriate course of action. Declaring
the interest can help to enhance the transparency of the company and
win the confidence of investors. The declaration system should apply to
staff of all ranks, including directors, managers and front-line staff.

The wise step to take in protecting oneself against allegations of having
conflict of interest is to adopt the principle of "reporting when in doubt". In
other words, in the event of uncertainty as to whether any particular situation
constitutes or may bring about conflict of interest, the prudent course is to
make a declaration in order to show oneself to be fair and just.

The best practice is to avoid becoming involved in any conflict of interest
situations, and to ensure that staff are removed from the temptations
of corruption as far as possible so that they will not be suspected of
any misconduct. If the conflict is unavoidable, consideration should be
given to forbidding the staff member concerned from taking part in the
decision-making process. A temporary transfer or delegation of his duties
to another officer can also be considered.



» Practical
Advice
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Issue and regularly circulate clear guidelines to employees to make clear
the different situations that may warrant a declaration.

Formulate a procedure for handling declaration.

Design a user-friendly form of declaration for use by staff members to
declare their interests.

Appoint a staff member of an appropriate rank to handle the declarations.
Treat every declaration promptly and carefully so as to show that
management is taking the issue of declarations seriously.

Notify the staff member of management's decision.

Regularly review declarations made by staff to detect any irregularities.

Information System Management

m Recommendations

» Hardware
Management

» Technical
Controls

Control and monitor physical access to areas housing computer
resources such as workstations, servers, data storage media and other
relevant equipment.

Install measures to protect computer systems and communication
networks.

Access Controls

Provide clearly defined levels of access rights in accordance with the
company's access control policy.

Avoid common usage of any account; use unique logon IDs and
associated passwords to verify the authenticity of each user, and for
systems which require a high level of security, consideration should
be given to using biometrics identification equipment for verification
purposes.

Remind staff of the need to regularly change their password and to keep
it under safe custody.

Restrict the use of sensitive functions of the systems through pre-
determined terminals by authorized users only and at limited or
prescribed hours.

Data Controls

Classify data into different security classes according to their risk
exposure, and formulate corresponding access and retrieval rights.
Encrypt transmissions and input of all confidential documents. Ensure
that they are shredded, formatted or destroyed physically so as to
completely erase all information before disposal.

Maintain a comprehensive backup for data in order to minimize efforts in
the event that it becomes necessary to rebuild the system.

Application Programme Controls

Input control: Ensure that only complete, correctly formatted and valid
data are entered.
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m Recommendations

» Management
Controls

Processing control: Ensure that data are processed accurately and that
they correspond with the master data in the system.

Output control: Prohibit the use of the "print screen function" if necessary,
and ensure that reports generated by the system are for distribution to
authorized users only.

Audit Trails

System log record: Maintain audit logs of all system access activities,
operators' activities and database activities.

Programme log record: Maintain logs of access activities and operation
activities including the time, venue and particulars of the operators.
Retain system log records for determined period to assist in future
investigations and to access control monitoring.

Prohibit any alterations to system log records which should only be
accessible to high level system administrators and auditors.

Security Policy

Develop computer security policies and operational guidelines.

Classify computing resources (e.g. application programmes and data,
etc.) into different security classes depending on their risk exposure and
degree of sensitivity, and establish corresponding security measures.
Clearly define the duties and responsibilities of staff who have been
granted access right.

Grant access rights on practical application basis of the "need to know,
need to use" principle.

Establish a "clear-desk" policy to reduce the risks of unauthorized access
to sensitive information by staff or visitors. All documents and diskettes
with confidential information should be stored away under lock when not
in use.

Prohibit the use of pirated software and the processing of personal files or
data on the system.

Personnel Security

Establish well defined policies and procedures on recruitment screening,
job rotation and disciplinary action (including dismissals caused by breach
of security regulations).

List out any security responsibilities of staff in their job descriptions.
Formulate procedures to immediately terminate the right of access to the
computer system in relation to any employee who leaves the company on
dismissal, resignation or transfer.

Segregation of Duties

Ensure data input, verification and updating are performed by different
parties, where feasible, in order to minimize the opportunity for any
forgery or tampering.
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m Recommendations

» Independent
Review

© Segregate the duties of authorization, system development, system
operations, data management and execution of application programmes,
so as to minimize any abuse of authority.

Education and Training

© Regularly provide security education and technical training for all
employees.

o Circulate security reminders to all staff on a regular basis to remind them
of the importance of data security.

o Evaluate the effectiveness of control measures and regularly review the
security of computer systems. Engage an independent and professional
party in the review if so required.
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1.

"Observing the Law" A Guide for Financial Services Practitioners
(Chinese and English versions available)

Brief Description / Objective
To provide staff posted to Mainland offices or engaged in cross-boundary business with
knowledge of the anti-corruption legislation of both jurisdictions

Recommended Use
As reference material

2. "Small Clues Tell" Training Package on Managing Staff Integrity (ovD)

(Cantonese, Putonghua and English versions available)

Brief Description / Objective
To explain to middle management the importance of managing staff integrity and the
relevant techniques in daily management

Recommended Use
For classroom discussions or self study on the Intranet (teaching guide available)

3. "Ethical Crossroads" Training Package for Front-line Employees

in the Securities and Futures Industry (vcp)
(Cantonese and English versions available)

Brief Description / Objective

To heighten the vigilance of front-line employees in the securities and futures industry
against common malpractices at work and to introduce relevant legal knowledge and
techniques in handling corruption

Recommended Use
For classroom discussions or self study on the Intranet (teaching guide available)

4. "Sweet Temptations" Training Package on Ethics Management for

Bank Managers (bvD)
(Cantonese version with Chinese and English subtitles available)

Brief Description / Objective
To remind managers to stay alert to the possible temptations of corruption faced by
their subordinates in order to reduce the risk of corruption

Recommended Use

For classroom discussions or self-study on the Intranet. The story provides a case
study for managers to discuss the skills in coaching their subordinates on how to
handle the temptations of corruption (teaching guide available)

5. "Regrets" Training Package on Integrity for Financial Services

Practitioners (bvD)
(Cantonese, Putonghua and English versions available)

Brief Description / Objective
To explain how to handle ethical dilemmas and the importance of reporting corruption; and
to remind managers of the benefits of co-operating with law-enforcement agencies

Recommended Use
For classroom discussions or self-study on the Intranet (teaching guide available)
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6. A Training Package on Ethics Management Techniques

a) "Thingummies' Stories” —— Ethics Aptitude Test

(Chinese and English versions available)
Brief Description / Objective
To assist managers to gain an understanding of the aptitude of their subordinates in
regard to ethics

Recommended Use
For use in classrooms to enrich training programmes

Can also consider engaging a consultant to design tailor-made ethics aptitude test for
the purposes of selecting new recruits and promotions

b) "One Good Man ICAC Investigations Diary™

(Chinese and English versions available)

Brief Description / Objective
To remind front-line employees of the need to handle "sweeteners" with caution

Recommended Use
For viewing on the Intranet or in classrooms to trigger discussion

c) "Ethical Dilemmas" Situation Comics
(Chinese and English versions available)

Brief Description / Objective
To initiate discussion on the following four themes:

© coping with offer of advantages © identifying sweeteners

¢ handling procurement procedures | ® dealing with conflict of interest situations

Recommended Use
For use in classrooms or publication in newsletters







ICAC Services and Assistance
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Promotion of Integrity Management

The Community Relations Department (CRD) of the ICAC is experienced in assisting
individual companies to promote integrity management that caters to their specific needs.
Our services include:
® Formulating or revising corporate code of conduct and offering advice on how to
effectively implement the code
e Strengthening system of control and work procedures to prevent corruption, fraud and
other malpractices
® Providing thematic training courses for various levels of staff. Courses range from
explaining the legislation that governs corruption and fraud in Hong Kong to providing
measures to manage staff integrity and skills to handle ethical dilemmas at work
Services provided are free of charge and information provided by clients will be kept strictly
confidential. Interested parties may contact any ICAC Regional Offices or the Hong Kong
Ethics Development Centre (HKEDC) established under the auspices of CRD.

Consultancy Services on Corruption Prevention

The Advisory Services Group (ASG) of the Corruption Prevention Department provides free
corruption prevention advice to organizations on how to tighten up areas of weaknesses. lts client
has full discretion to decide whether or how to implement the recommendations that are given and
this is done in strict confidence.

Telephone number: (852) 2526 6363

E-mail address: asg@cpd.icac.org.hk

Corruption Reporting and Enquiry Services

The Operations Department is the investigative arm of the ICAC. It handles corruption
complaints and enquiries in strict confidence. Any party may lodge a complaint or make an
enquiry with the ICAC through the following channels:
By phone: (852) 25 266 366 (24-hour service)
By mail: G.P.O. Box 1000, Hong Kong
In person: ICAC Report Centre (24-hour service)

or

Any ICAC Regional Offices



Part 5: ICAC Services and Assistance

Addresses, telephone numbers and e-mail addresses of ICAC Regional Offices and the Hong

Kong Ethics Development Centre
Regional Office (Hong Kong West / Islands)

(Central & Western District, Southern District, Islands)

Regional Office (Hong Kong East)
(Wan Chai, Eastern District)

Regional Office (Kowloon East / Sai Kung)
(Kwun Tong, Wong Tai Sin, Sai Kung)

Regional Office (Kowloon West)
(Kowloon City, Yau Tsim Mong, Sham Shui Po)

(Shatin, Tai Po, North District)

Regional Office (New Territories South West)
(Tsuen Wan, Kwai Tsing)

Regional Office (New Territories North West)
(Yuen Long, Tuen Mun)

Hong Kong Ethics Development Centre (HKEDC)

‘ Regional Office (New Territories East)

ICAC Website

G/F, Harbour Commercial Building,
124 Connaught Road Central,
Sheung Wan, Hong Kong

(852) 2543 0000
hkw@crd.icac.org.hk

G/F, Tung Wah Mansion, 201 Hennessy Road,
Wan Chai, Hong Kong

(852) 2519 6555

hke@crd.icac.org.hk

Shop No. 4, G/F, Kai Tin Building,
67 Kai Tin Road, Lam Tin, Kowloon
(852) 2756 3300
kesk@crd.icac.org.hk

G/F, Nathan Commercial Building,

434-436 Nathan Road, Yau Ma Tei, Kowloon
(852) 2780 8080

kw@crd.icac.org.hk

G06-G13, G/F Shatin Government Offices,

1 Sheung Wo Che Road, Shatin, New Territories
(852) 2606 1144

nte@crd.icac.org.hk

GJ/F, Foo Yue Building, 271-275 Castle Peak Road,
Tsuen Wan, New Territories

(852) 2493 7733

ntsw@crd.icac.org.hk

G/F, Fu Hing Building, 230 Castle Peak Road,
Yuen Long, New Territories

(852) 2459 0459

ntnw@crd.icac.org.hk

1/F, Tung Wah Mansion,199-203 Hennessy Road,
Wan Chai, Hong Kong

(852) 2587 9812

hkedc@crd.icac.org.hk

You may also visit the ICAC Website at www.icac.org.hk for the latest information or email
HKEDC at hkedc@crd.icac.org.hk. For security reasons, it is not advisable to report

corruption through electronic means.










Appendix |

Checklist on Core Competencies for
Assessing Staff Performance

©® Organizational or Job Knowledge; Professional Knowledge and Expertise
®m Possess and apply the knowledge required to achieve organizational goals

® Relationship with Business Associates and Clients
m Adopt a client-focused approach and establish an interpersonal network to gain the trust
and support of clients and contractors

® Analytical and Decision Making Skills*
m Master information and external factors affecting the organization for analysis and
decision making

® Planning and Resource Management*
® |Improve work efficiency by adopting new ideas and implement new practices. Plan and
monitor work progress so as to deploy resources effectively

® Leadership*
® Build up good working relationships with staff, set up departmental goals and nurture the
sense of belonging of all staff

@ Staff Management*
m Set up clear work targets and standards for staff compliance and provide adequate
training to develop their potential

® Communications
B Possess good spoken and written skills
® Maintain sound rapport with people

@ Initiative
m Ready to take up responsibilities
® Brace oneself for challenges/pressures and turn risks into opportunities
®m Uphold high ethical standards, devoted to one's organization under all circumstances

@ Strive for Excellence
m Strive for excellence through life-time learning

* Applicable to persons of management level only



Scenario

. It is already very late when PETER leaves home for
work. Noting the long queue at the bus stop, he knows
he will probably be late for work as he has to wait for at
least several buses. Therefore, when he spots a familiar
neighbour at the front of the queue, he greets him and
jumps the queue immediately, having no regard for the
feelings of other people in the queue. As a result, he
manages to get to work on time.

. When SUSAN pays her mobile telephone bill at a
telecommunications company, a staff member there
mistakenly thinks she is eligible for the privileged plan,
so he charges her 50% of the monthly fee. After having
second thoughts, however, SUSAN tells the staff
member that she should pay the full charges.

. MICHAEL's son has joined a model-making competition
organized by his primary school. Participants are
allowed to complete the models at home. In order to
help his son win the competition, MICHAEL, who is
adept in model making, finishes the model for his son.

. Having heavy gambling debts, JENNY's brother
borrows money from his family pretending that he
needs cash flow for his business and asks JENNY
to keep the secret for him. JENNY loathes seeing
the relationship between her brother and other family
members worsening, so she agrees to withhold the
truth for him.

. MARY has dinner with her friends at a seafood
restaurant. When settling the bill, one of her friends
notices that the amount is 20% less than expected as
several dishes have not been charged for. MARY tells
the captain about it and pays the original price.

. STEPHEN often finds his colleagues, whether
intentionally or otherwise, bringing home the company's
stationery for personal use. Though his colleagues
do not take it seriously, it is in fact a breach of the
company's regulations, and STEPHEN decides to
report it to his supervisor.

Appendix Il

"Thingummies' Stories” —— Ethics Aptitude Test

The test comprises a total of 20 "Thingummies' Stories". Please tick the appropriate box to
indicate if you agree or disagree on how the scenario is handled.

Neither

Strongl ; : Strongl
greegy Agree ggraggige Disagree disag?e)é
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Scenario

Neither
Strongly - Agree  disagree Disagree Strongly

agree nor agree disagree

7.

10.

1.

12.

13.

FRED is a transportation worker. This morning when
he moves the furniture for a customer, he carelessly
leaves a scratch on a valuable rosewood coffee table.
Pretending as if nothing has happened, FRED does not
tell the customer about it.

Your sister's daughter will start her primary education.
Since your mother is living in a district with many
prestigious schools, your sister uses your parents'
address to apply for the desired school for her daughter.

During a crucial football match, RAYMOND suddenly
loses his footing and falls within the other team's penalty
area. The referee judges that he is tripped by a player
of the other team and awards a penalty. RAYMOND
realizes that they are into time added-on and that his
team will advance to the next stage if only they can get
one more chance with the penalty. He therefore does
not tell the referee that the other team has not infringed
the regulation.

Uncle WING is the caretaker of a building and one
of his tasks is to take charge of the property of the
incorporated owners. The chairman of the incorporated
owners often takes for self consumption, the spare
electric light bulbs to be used for the lift lobby. He even
asks Uncle WING not to put it on record. Uncle WING
turns down his request.

While surfing the Internet, NORMAN gets linked to a
website offering free downloads of pop songs. He later
learns that it is an illegitimate website, but he continues
to use its service as he only downloads a few songs
every month and will delete them after listening to them.

ANGEL accidentally comes to learn that her colleague
has been "moonlighting" after office hours. As it has
nothing to do with her and the colleague has been nice
to her, she decides to say nothing about it.

ALFRED is the personnel manager of a company
which is conducting a recruitment exercise. In a family
gathering, he learns that his nephew has applied for one
of the posts. In a chat, he tells his nephew about the
company's selection criteria. While other candidates
may not get hold of such information, ALFRED does not
consider it to be a disclosure of examination questions
and he is only too happy to do his nephew a favour.

N N N e I B



14.

15.

16.

17.

18.

19.

Scenario

NANCY suffers from a hand injury when playing tennis
with a friend. In order to get extra sick leave, she
exaggerates her injuries and is eventually granted one-
week paid sick leave.

Being a car salesman, WILSON's major source of
income comes from commission. Two new car models
have been put on sale recently and one of them is a
sports car which offers a higher rate of commission. In
order to earn more commission, WILSON recommends
the sports car to a customer who has just obtained his
driving licence and cannot manage the sports car.

KEN is a night-shift taxi driver. Recently he has become
acquainted with a customer who needs to travel a
long way to get home after working late at night. On
one occasion when KEN drives the frequent customer
home, the latter asks for a 20% discount of the taxi fare.
He further asks for the receipt with the original taxi fare
printed on it so that he can claim travelling allowance
from his company. In return, he promises to hire KEN
for future late night trips, but KEN turns down his
request.

To celebrate a friend's birthday, JANE and her friends
form a pool of money to buy a present for the friend.
JANE is responsible for buying the present. The gift
shop where JANE buys the present will give out a
vacuum cup as a gift for every purchase of $500 to
mark its anniversary. As the vacuum cup is not of much
value, she just keeps the cup to herself without telling
her friends about it.

A competing company has agreed to pay EDDY a high
salary on condition that he has to bring the existing
company's newly developed production technique to
the new company. EDDY accepts the offer immediately
because he knows the new technique well, though he
is not working as a researcher in the production unit.
Besides, his current employment contract does not
contain any regulations governing his conduct after he
leaves the company.

When DANNY queues up at a bank's teller machine late
one night, the man in front of him forgets to take the cash
from the machine. Since it is only a few hundred dollars
and the man has already gone, DANNY decides not to run
up to tell him, nor does he take the money away.
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Neither

: Strongly ' ' Strongly
Scenario agree ~ 1oree ﬁ'osfagg?ge Disagree disagree

20. CHARLENE works with the loans department of a bank.
One of her close friends applies for a loan from the bank
to pay for a surgical operation. Nearing the completion
of the loan processing formalities, CHARLENE
discovers that the submitted documents are incomplete [ | [] [] [] []
and that one verifying document is missing. However,
based on their friendship, CHARLENE approves the
loan without hesitation and asks her friend to submit the
required document immediately afterwards.

Calculation of Scores

Neither

Scenario  StONdly  Agree  disagree  Disagree gltrongly
agree nor agree Isagree
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81 - 100 points

61 - 80 points

41 - 60 points

20 - 40 points

Appendix Il

Analysis

You are an upright and honest person who will not give up your
principles for personal benefits, nor will you drift with the tide. You
can still uphold your principles even when faced with temptation. You
deserve your employer's trust.

You are a prudent person who will not casually commit any breaches
just for small advantages. However, you may sometimes turn a blind
eye to irregularities, showing that you cannot always stick to your
principles or follow regulations. If only you can be more cautious when
making ethical judgements, you will be looked upon as an employee
worthy of trust.

You are a person of loose principles who can never make up your
mind when encountering ethical dilemmas. Being indecisive and too
concerned about the perception of other people, sometimes you can
only perceive the immediate consequences but fail to make proper
judgement from different and long-term perspectives. Even with good
intentions, you may end up with bad results. You need to learn how to
make objective judgement calls and to adhere to positive values.

You are a person who covets small gains and is willing to do anything to
obtain advantages. As a result, the negative impact of your acts on your
company, friends and family are often neglected. You have to re-adjust
your values by upholding fairness and honesty in order to gain the trust
of your superiors and colleagues.
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Checklist on Corporate Integrity Management

1.

Management firmly believes that the integrity of the company is more important than any
other commercial considerations.

When mapping out long-term development strategy, take into consideration the effects it
may have on all stakeholders, including clients, employees, etc.

Formulate and periodically review staff code of conduct to set out the standards of
behaviour expected of the employees and provide clear guidelines on how to handle
ethical dilemmas at work.

Provide training to staff on the implementation of code of conduct.

Provide opportunities for staff to discuss the company's corporate integrity policy in
induction, on-the-job and other training courses.

Provide in-depth training on corporate governance, business ethics and managing staff
integrity in management development courses conducted for managers and executives.

Treat personal integrity as one of the major considerations in recruitment and promotion
exercises.

Establish user-friendly channel for enquiries on corporate integrity issues and relevant
legislation.

Establish independent channel for complaints against malpractices committed by
colleagues or supervisors.

10. Any person in breach of the business ethics policy will be severely dealt with.



