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“Good corporate governance is about
‘intellectual honesty’ and not just sticking to
rules and regulations, .. capital flowed
towards companies that practiced this type of
good governance.”

The King Report on Corporate Governance,
The Institute of Directors in Southern Africa
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International Indexes
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World Competitiveness Yearbook Global Business Bribery Risk Index Index of Economic Freedom
15/63 economies 1stin Asia region 1st for 23 years
4th/199 places with least corruption risk
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8th/113 regions in the aspect of 9th/138 economies 15th/176 countries

eliminating corruption
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A Judge’s Remarks:

“The dishonest acts of the defendants ... not only
affected economic interests of the parties
concerned, more importantly it shakes the
confidence in the system and the integrity of our
stock market. In turn, it will have a severe adverse
impact on our effect to build Hong Kong as a
leading financial centre ...”

(District Court Judgment In DCCC265&266/2009, June 2011)




“4QAs” Model
Enhancing Ethical Governance
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Awareness of the Anti-bribery Laws




Private Sector Corruption
Section 9 of Prevention of Bribery Ordinance

€ Any agent

& without the principal’s permission
@ solicit / accept any advantage

& any act in relation to the principal’s affairs
or business

Both offeror and recipient of bribery are guilty
Max. penalty: 7 years imprisonment and $500,000




Concealing a connected transaction
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the company’s Financial Controller &
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Director of a listed
company’s subsidiary




Corrupt practices in listed companies

2012 - 2016 :

13 prosecutions

against persons in
senior management
of listed companies




4As Model

Assessment of Challenges and Risks




Bogus accounting records

Jailed for 4 years &

disqualified for 5 years

Jailed for 3.5 years &
disqualified for 4 years

Chairman Executive Director

Arranged fake
stakeholders for
audit interviews

Conspired with staff

™ o2

Submitted falsified
documents to auditor

~

Exaggerated the
turnover by almost
4-fold




Cross-boundary malpractices

Local laws with
extra-territorial jurisdiction

United Kingdom
UK Bribery Act
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United States of America 5'
Foreign Corrupt Practices Act "

People’s Republic of China
Criminal Law




Bribery and fraud over backdoor listing
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Offer $100M promissory /
note and $80M in buying .!.
Chairman’s shareholding . L.

LC Chalrman

>
Acquire a plantation

Put persons
designated by the cO
A55|st .
Entrepreneur to - Executlve project at $500M
the board transactions ¢ 8
Director & rom Entrepreneur

Accountant

Entrepreneur ,*°°-,




Bribery and fraud over backdoor listing

e Concealed transactions
in circulars and related II
documents I |I !

Bribery and fraud

! p Jailed up to 7 years and 9 months &

disqualified for 10 years




Two important facets

Human facet

== ¢ failure of personal integrity
= « ineffective performance of
board members or
professionals

System facet

* flaws in internal controls
* insufficient checks and balances
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Action in Culture Building




Hong Kong Business Ethics Development Centre
Set up in 1995 under the Community Relations Department, ICAC
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Ethics promotion
programme for LCs (2003)

Directors’ ethics programme (2007)

Ethics Le nlel‘shlp




Ethics Promotion Prgramme for Listed Companies
(2015-2018)

@ In collaboration with 18 institutions

Government Departments / Regulatory Bodies il f7 BBF9 /& & H2 i8
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Ethics Promotion Programme for Listed Companies

Key components:

Conference on
& Business Ethics for
f R 2@1]7 Listed Companies
2017
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Training Package on
Business Ethics for Listed
Companies






LC training video - trailer.wmv
LC training video - trailer.wmv

Training package on business ethics
for listed companies

i

Hong Kong Business Ethics g =g
Development Centre ! .

Hotline: 2587 9812
Website: www.hkbedc.icac.hk
E-mail: hkbedc@crd.icac.org.hk
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4As Model

Assistance — ICAC’s services
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Two Practical Guides
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Anti-Corruption
Programme -

A Guide for Listed Companies




Toolkit on Directors’ Ethics

Corruption, fraud and other malpractices erode
the profits of your company, increase its operating
costs and tamish its reputation. Building up an
ethical corporate culture through implementing a
corporate ethics programme is not onlly the first
Bne of defence against corruption and fraud, but
can also enhance your company's profits and
productivity through trust, goodwill and loyalty
from and

The basic components of a corporate ethics
programme comprise setting one ethical standard
for directors and all kevels of staff to adhere to,
providing training for staff to cultivate their ethical
mind and strengthening system controls to plug
loopholes for corruption and fraud,

To diagnose the current position of your company
on this corporate ethics tripod, turn to the next
page to complete the health checklist as a basis to
stearn ahead in the road to ethical corporate gov=
ernance.
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Ethics Checklist for Company Directors

As a prospective company director, what areas of concern do you have to consider
befare sccepting the offer as a member of the corparation’s navigating team? After
entering the board, what measures and actions do you have to take to ensure
effective performance of your manitoring role? A self-questioning tool, an ethics
checklist, is prepared below for your assessment before and after joining the board.
After going through the following questicns, you should be in a better position to:

+ determine # the carporation s a suitable choice for you; and

+ assess the sufficiency and effectiveness of how you fulfil your monitoring and

Supervisian rle.

Getting Started - Are you ready for the mission?

About the Company

« What Is the scope of business of the campany?

= What & the company's organisation structure? What are its major subsidiaries and

associated companies? What is the nature and scale of their businesses?

Where are the major cperations of the company and f or its subsidiaries J
assoclated companies? What is the business and legal ervironment there? 15 there
widespread corruption?

What is the company's financial strcture? Is the financial pasition of the company
clearly and praperly disclosed?

What are the major strengths and weaknesses (including business risks) of the
compamy? What are pessible opportunities and threats for the company?

About the Board

What & the share options structure? Who s / are the major sharehalder(s)? How
about his / their level of integrity and Imvestrment style?

Haw is the board’s relationship with shareholders and other

Whe b5 the Chalman? 1s his robe dlearty divided from the Chief Executive Officer?
Haw i his reputation (inchuding level of mtegrity) and style of chairmarship?

Whi are other executive and non-sxecutive directars (including independent ones)?
What is their reputation (including level of integrity) and style of directarship? How
many directorships do they hald?

Does the board have the right mix of experience and skill?

Health Checklist on
Corporate Ethics
Programme

Ethics Checklist for
Company Directors

\.

Navigating the right course -

Leadership

Walking the talk -
Code of Conduct

Enhancing staff

competence - Training

Strengthening control systems -

Best Practices

Corporate Ethics Compass




Two Practical Guides
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Anti-Corruption
Programme -

A Guide for Listed Companies




ICAC’s services to enhance governance

Board Level —

Board members to perform
fiduciary duties more effectively




ICAC’s services to enhance governance

Corporate Level —

Top management to
exercise ethical leadership




ICAC’s services to enhance governance

Personal Level —
Directors and senior management to
walk the talk

LEAD BY
EXAMPLE
) CEQRRUPTI®ON

SAY NO




“Corporate governance is concerned with holding
the balance between economic and social goals
and between individual and communal goals.
The governance framework is there to encourage
the efficient use of resources and equally to
require accountability for the stewardship of
those resources. The aim is to aligh as nearly as
possible the interests of individuals, corporations

and society.”

Sir Adrian Cadbury,
UK, Commission Report: Corporate Governance 1992
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