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Chapter I: Foreword

Business integrity has become an extremely
fashionable topic all over the world. Yet amongst
company executives, it is one of the hardest subjects
to discuss openly and in depth. Either the discussion is
bland and self-promotional (“Our company adheres to
the highest standards of integrity”); or it is deeply
uncomfortable — the risk of transgressions of the past
being revealed or double standards of the present
being exposed make it extremely difficult for an honest
exchange of opinions.

The purpose of this publication is to make a small, but
we hope significant, contribution to overcoming these
obstacles and facilitating a constructive dialogue
Mr. Brook Horowitz, Director for between companies, as well as between business,
Business Standards, IBLF government, and civil society, on the role business can
play in reducing corruption.

With a crisis of confidence in capitalism in the West, brought on in part by the failure of
traditional corporate governance structures, all the talk is about creating a form of
“responsible capitalism” which allows companies to grow, but does not undermine the
social fabric and natural environment which humanity depends on in order to survive. In
rapidly developing markets such as China, the focus has in recent years moved from
headlong financial growth to “balanced growth” - a more paced developmental model
which incorporates environmental sustainability, social equity and transparency. All over
the world, making money at any cost is becoming a less and less acceptable option.

But when it comes down to the practice of balancing growth and responsibility, things are
not so simple. At the root of the question of responsible business practices are some very
deep questions that business leaders have to address: where precisely are the limits of
private benefit and public good? At what point should management constrain short-term
returns for the sake of longer-term sustainability? What is the meaning of “ethical” and
“unethical” behaviour in jurisdictions where the law is unclear or simply not being enforced,
or where there are very different business and cultural traditions?

In this publication, you may not find answers to all these questions, but you will receive
indicators about how other companies are dealing with them. This will help you find your
own path to manage some of the biggest challenges that businesses have faced.

One of the biggest obstacles preventing an open dialogue about business standards is the
cultural context. The international legal language of “anti-corruption” may be embodied in
United Nations instruments such as the Convention Against Corruption, but in its ever
more stringent global enforcement, it comes directly from legislation such as the US
Foreign Corrupt Practices Act (FCPA) and is therefore rooted in the Anglo-American legal
system. Even if we accept that this represents (for now) the basis for the international
rules of the game, it would be wrong to assume that Chinese business executives and
entrepreneurs, with their own cultural, religious, moral and linguistic traditions, necessarily
understand the assumptions underlying these rules, or even buy into them. By the same
1



token, there is no reason to assume that their
American or European counterparts have acquired
much appreciation or acceptance of the fundamental
traditions of Chinese business.

In other words, there may be broad agreement
across nations that corruption is “bad”, and honest
business is “good”. But “corruption” in fact is not the
universal concept that we have come to believe.
Corruption may be everywhere, but how corruption
manifests itself, and the degree to which corruption
can be tolerated in a particular society, is culturally
specific.

Again this publication cannot be expected fully to Professor Keyong Dong, Dean,
bridge the enormous differences between cultures, School of Public Administration &
but the glossary of terms — from the Chinese and Policy, Renmin University of China
English vocabularies — should help you to better

appreciate the concerns and practices of Chinese

and Western business in addressing ethical issues.

The direct beneficiaries of the enhanced dialogue which we hope will emerge from this
publication and which typifies the work of the China Business Leaders Forum will be first
and foremost business itself.

As a result of leaders from Chinese and multinational companies learning from each other,
they will be able to come to a better understanding of the risks of corruption for themselves,
and for their stakeholders — their employees, business partners, and investors both at
home and abroad. With that clear vision in hand, they will be able to develop a corporate
culture that discourages corruption, and establish codes of conduct and internal
management procedures which will succeed in meeting the ethical standards of both local
traditions, and where applicable, the international legal framework. That translates into
financial benefits: reducing operational inefficiency costs and risk within the company itself,
improving the quality and efficiency of the supply chain, and enhancing investors’
confidence. Ultimately, the primary criteria for business success are quality, service and
value, rather than how much personal incentive you are willing or not willing to pay.

That will benefit not only the companies themselves. By eliminating market inefficiencies,
this will bring enormous financial advantages to the companies’ clients, to the end users
and ultimately to society. It's the clearest example of how companies can achieve
balanced growth: while growing their own business, they can share at least some of that
added value with society.

@M.

Beijing, 29" May 2012

Brook Horowitz Professor Keyong Dong
Director for Business Standards Dean
International Business Leaders Forum School of Public Administration & Policy

Renmin University of China
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Mr. Neal Beatty, Regional Director,
Global Client Services, Greater China,
Control Risks

Neal is primarily responsible for
managing key account relationships
and developing new business with
multinational clients throughout the
Greater China region. He develops
and implements an overall corporate
risk and crisis management strategy,
in particular reducing the risks to
people, information, reputation and
physical assets. Before joining
Control Risks, Neal worked as head
of security in China for a large US
financial institution, based in Beijing. Neal
has a Master's degree in Chinese Studies
from the University of Leeds and a BSc in
chemistry from Warwick University, both in
the UK. He is fluent in Mandarin Chinese and
is originally from Belfast, Northern Ireland.

Control Risks

Control Risks is an

independent, global risk
consultancy specializing in
political, integrity and
security risk. It helps some
of the most influential
organisations in the world to understand and
manage the risks and opportunities of
operating in complex or hostile environment.
Its uniqgue combination of services, its
geographical reach and the trust its clients
place in it, ensures Control Risks can help
them effectively solve their problems and
realise new opportunities across the world.

Control
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Ms. Jun Cao, Head of China
Programmes, IBLF

Jun is a Cambridge Overseas
Trust Scholar with a Master of
Philosophy in Development
Studies from the University of
Cambridge. Jun currently works as
the Head of China programmes.
Her prime function is managing
and developing IBLF’s
programmes in China. Before
joining IBLF, in Cambridge and
London, Jun worked with several
NGOs and engaged in a number of
development programmes. Prior to that, she
accumulated years of experience in business
news research with several international
media outlets including her role as the chief
news researcher for the Los Angeles Times'
Shanghai Bureau. She is a former Shanghai
representative and current special advisor
with The Sino-Foreign Media Club.

The China Business Leaders Forum
(CBLF)

The China Business Leaders
Forum (CBLF) is a joint initiative of
the International Business Leaders
Forum (IBLF) and the Renmin
University of China. It focuses on
promoting business practices that
will ensure the sustainable social
and economic development of
China. CBLF's work in China
focuses on developing sustainable
business practices across all major
business sectors, promoting good
governance and transparency, as well as
shaping new business leadership to help
business leaders in China to better confront
challenges in the global market. CBLF is well
positioned to support companies to embed
responsible business practice throughout
their operations in China. Since 2005, IBLF
has worked with its partner, Renmin
University of China, to mobilize the business
community to work collectively to improve
business standards. CBLF looks at
addressing the social, economic and
environmental challenges faced by
companies operating in the region.

CBLF
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Prof. Keyong Dong, Dean, School of
Public Administration and Policy, Renmin
University of China

Prof. Dong holds a PhD in Economics
from Renmin University of China.
Currently he is Dean of School of
Public Administration and Policy, and
Director of  Human Resource
Development  and Management
Research Centre. His field of
interests includes Human Resource
Management and Social Security and
Social Welfare. He has presided over
a number of national level projects,
including MPA Education and Human
Resource Development System of Public
Sector, Responsive Mechanisms of Significant
Emergency etc. He is also General Secretary
of National MPA Education Steering
Committee, Deputy Director of Education
Directorate Committee of University Public
Administration Discipline, Ministry of
Education, and Associate President of
Chinese Public Administration Society.

School of Public Administration and
Policy (SPAP), Renmin University of
China

Under the direct leadership of the

Ministry  of  Education, Renmin
University of China is a key
comprehensive and research-

orientated university, and one of the
most prestigious universities in the
humanities and social sciences in
China. The School of Public
Administration and Policy (SPAP) was
established in June 2001 and is now
consisted of three departments (Department
of Public Administration, Department of Land
and Real Estate Management and
Department of Urban Planning and
Management), and several institutes like
Institute of Social Security. It aims at
exploring its traditional advantages and
mobilising various resources to develop key
disciplines and promote the development of
public administration and public policy. In
2007, it became one of the first schools
providing full-time MPA programmes in
mainland China with the approval of the
Ministry of Education.
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Ms. Michelle Y.L. Gon, Senior Partner,
Baker & McKenzie Shanghai Office

Michelle Y. L. Gon's practice
mainly covers China corporate,
investment, regulatory and
compliance law from the angles of
anti-bribery and FCPA. With her
long term  China  business
experience, she provides
pragmatic advice to clients to help
them solve the complicated legal
matters they encounter in and
outside of China. Ms. Gon
graduated from National Taiwan
University with an LL.B, from the University of
lllinois, Urbana-Champaign, USA, with an
MC.L. and from Case Western Reserve
University, USA with a J.D. She was licensed
to practice law in the State of lllinois in 1986.
In 2004, she was selected as one of the top
30 attorneys in China and one of the top 100
attorneys in the Asia Pacific region by Asian
Legal Business.

Baker & McKenzie

Baker & McKenzie defined
the global law firm of the 20th
century and is redefining it to
meet the needs of the global
economy of the 21st century.
With a network of 69 offices
across 42 countries, it has been building
valuable insights into the different laws and

distinctive business cultures around the world.

What sets it apart is its uncompromising
commitment to excellence, coupled with its
deep local roots and the experienced global
perspective that comes from helping
companies navigate sophisticated legal and
business issues at home and across
borders. Baker & McKenzie is one of the
leading and largest international law firms in
Hong Kong and China, providing dedicated
legal services to multinational companies and
domestic corporations doing business in
China as well as to Chinese SOEs and
regional corporations doing business in the
region and internationally.
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Mr. Brook Horowitz, Director, Business
Standards, IBLF

A graduate of Cambridge and Harvard
Universities, Brook spent most of the
nineties working in Eastern Europe as
a senior manager with US
multinational General Electric. During
this time, he held positions in business
development, product management
and sales and marketing, including in
Tungsram, Hungary, the first major
acquisition by a Western multinational
in Eastern Europe following the fall of
the Berlin Wall. From 1998 to 2000,
he was a general product manager with GE
for Europe. From 2001, Brook worked as a
management consultant in projects funded by
USAID, TACIS and DFID aimed at building
the capacity of public sector organisations and
NGOs in Russia. In 2005, Brook joined IBLF
as Executive Director for the organisation’s
operations in Russia. As Director for Regions
and Business Standards, he now oversees
IBLF’s programmes and staff in China, India
and Russia, and heads up IBLF’s work on
anti-corruption. He regularly contributes
opinion pieces to leading newspapers such as
the Financial Times, International Herald
Tribune, China Daily and Moscow Times and
to blogs such as Huffington Post and Trust
Law.

The International Business Leaders
Forum (IBLF)
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The International Business Leaders
Forum (IBLF) is an independent, not-
for-profit organisation working with
leading multinational companies on
the responsible business agenda. It
works to the ethos of ‘redefining
growth to help build a sustainable
world." Since our inception in 1990 by
its late founding CEO Robert Davies and
HRH The Prince of Wales, IBLF has led the
field in promoting the role of business
leadership in corporate responsibility and
development. IBLF is supported by a network
of over 85 companies from Europe, America,
Asia and the Middle East and more than 200
affiliated organisations worldwide.
Headquartered in London, IBLF also has
active regional offices in Moscow, Mumbai
and Beijing.

International
Business

Leaders
Forum
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Dr. Jie Liu, Chairman of the Board of
Supervisors, China State Construction
Engineering Corporation

Dr. Liu is currently the Chairman of the
Board of Supervisors and Senior
Economist of China State Construction
Engineering Corporation Ltd. He joined
China State Construction Engineering
in 1982 and worked as Director of
General Office, Assistant General
Manager and Deputy General Manager.
When China State  Construction
Engineering was restructured to form
China State Construction Engineering
Corporation Ltd, Dr. Liu took over the
role as the Chairman of the Board of
Supervisors. Dr. Liu was in charge of several
major projects including designing corporate
branding strategy, corporate identity strategy
and establishing an efficiency monitoring
system. He has received several awards
from national, ministry and provincial level
organisations and has rich experience in
administration and management of state-
owned enterprises, corporate  culture
management as well as corporate
governance and supervision.

China State Construction Engineering
Corporation (CSCEC)

China State Construction
Engineering Corporation (CSCEC),
(formerly the State Administration of
Building Construction) was
established in 1982. CSCEC has
conducted its business operations in
more than 100 countries and regions
around the world. At present, it
operates in 27 countries and regions
worldwide, and across all parts of
China. From its establishment in 1982 to the
end of 2010, CSCEC’s accumulated contract
value and total turnover reached RMB 3
trillion and RMB 1.8 trillion respectively and
its total assets in 2010 exceeded RMB 380
billion. CSCEC has been listed among the
world’s top 225 international contractors
since 1984; in 2010, it ranked 22nd. CSCEC

has been a Fortune 500 company since 2007,

ranking 147th in 2011.
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Mr. Hongzhou Wong, Greater China
Cluster Downstream Controller, China
Country Controller, Shell Companies in
China

Hongzhou Wong, Malaysian, has held
various finance positions in different
Shell locations, including Upstream
and Downstream businesses
throughout his career with Shell. Prior
to the current role as Country
Controller for Shell Companies of
China, he was the Finance Director
and Cluster Controller for UAE and
Oman. In his current capacity, he is
the Director or the Supervisor of a
number of companies in China in
which Shell maintains shareholdings.

Shell

Shell is a global group of energy

and petrochemicals companies.

As one of the world’s leading

energy companies, Shell plays a

key role in helping to meet the

world’s growing energy demand in
economically, environmentally and

socially responsible ways. Its core

values of honesty, integrity and

respect for people form the basis of the Shell
General Business Principles. Shell China
seeks to provide energy solutions and
contribute to the country’s three key energy
priorities:  security of energy supply,
environmental  protection and  energy
efficiency, working in partnership with
Chinese companies and customers to mutual
benefit both in China and overseas. All of
Shell's core businesses are now represented
in China and its head office in China is in
Beijing: Upstream (oil and gas exploration
and liquefied natural gas), Downstream (Oil
Products and Chemicals) and Projects and
Technology businesses  (Shell  Global
Solutions and Coal Gasification).
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Mr. Zhi Qu (Jeffrey), Head of BELE-AF (FE) ARARMERIL

Compliance and Sector Compliance T XEMIEHESHTSIE SN ARE AR
Officer of Infrastructure & City Sector, o JN=Y

Siemens Ltd. China and North East Asia

Zhi Qu is currently the Head of AL E/ITF (hE) SR
Compllance and Sector Cpmpllance NS 2R AT X B RE HE S T
Officer of Infrastructure & City Sector, ST & 41 80 4 i
Siemens Ltd. China and North East uék?‘**““*”{*f”i**?" e
Asia. He has nearly 20 years of MBEIE 20 ﬁﬁ’\]}i‘énﬂﬁﬁﬂ"l
working experience in legal and TEEW. MABEITF (RED
compliance issues. Before joining BRATZH, IEEZRMZ
Siemens Ltd. China, he worked as EEATNSWERERE, 81F
BIREHR AR B, AT

corporate counsel for major
multinational companies including = YRS AR T [ — 3R A B
~F o LA e =

Lucent Technologies, Ericsson, and : P .
Siemens, as well as with the Beijing . 1$”m$”ﬁ£i§jt"?*ijé‘fﬂ°u E
office of a large German law firm. He has BASK, E*Eﬁiﬁjj;}:if@ﬁ%kﬁ’ BRI
been actively promoting good compliance XTI RFHNEHMKBER.

practices in relevant industries with an aim to
advance the business ethics.

Siemens Ltd., China LFAEITF (hE) FRAH

The history of Siemens in China BAIIFETEFRZEED
dates back to 1872. For 140 years, SI E M E N I S AT LR B 1872 4.
Siemens has been active in the J fEdE 140 EMEHER, 7

country, where it holds leading o s
positions in the company’s four sectors: ¥ —BRRERE D,

Industry & Infrastructure, Industry, Energy FETW., EESHm. iR, Erils
and Healthcare. Siemens Ltd. China, the ST o, AIF (PED BRAA
holding company, has 65 operating fERER AT, ERERA 65 REEQFH.
companies, 65 regional offices and 29,000 65 FRXIFMEAFT 29000 ZEZ AT, HED
staff in China. China has become the second ZRAT TFHBE-XEITIFH. SEK, A
et overseas maret for Semens OV ITSERATEETHTIN-BA, &

vears, J FERE. B TEROAERE. BT

part of the Chinese economy and a reliable,

committed and trustworthy partner of China. FEIGR SEE S RIFRRT REERAE
By applying a wide array of Environmental 54:'5@@""”54:'7 %E\Tﬁﬁﬁ:}:%ﬁﬂ*i
Portfolio and innovative solutions in the WAL BV R E R D

cooperation with the local partners, Siemens
is committed to contributing to the sustainable
development of China.
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Ms. Charlene Zhu, General Counsel, GE
Healthcare China

Holding an LLB from Peking
University Law School, and an LLM
from University of Washington
School of Law in  Seattle,
Washington, USA, Charlene is a
registered attorney in the State of
New York, USA. She joined GE
Healthcare China in August 2008
and is General Counsel, GE
Healthcare China, based in Beijing.
She is responsible for GE
Healthcare China’s legal affairs
across mainland China, Taiwan, Hong Kong
and Macao. Prior to joining GE Healthcare
China, she was General Counsel for Ericsson
Greater China and was an Associate at
Denton Hall International Lawyers Beijing
Office, one of the earliest foreign firms with
operations in China.

GE

GE (NYSE: GE) is
Imagination at Work -- a
diversified global
infrastructure, finance and
media company taking on
the world’s toughest
challenges. From aircraft engines and power
generation to financial services, medical
imaging, and television programming, GE
operates in more than 100 countries and
employs about 300,000 people worldwide.
Jeffrey R. Immelt is Chairman of the Board
and Chief Executive Officer of GE. GE is the
only company listed in the Dow Jones
Industrial Index today that was also included
in the original index in 1896. Total revenue of
GE reached $150.2 billion in 2010. GE has
seven businesses: Aviation, Transportation,
Healthcare, Energy, GE Capital, Home and
Business Solutions and NBC Universal.
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Chapter Ill: Context -New Laws and Challenges

BEE: SEEE: FENSHk

From Wall Street to emerging markets, a number of new policies were released
worldwide in 2011 that could have far-reaching impacts and re-shape the business
world. In the US, the Dodd Frank Act passed in 2010 promises a bounty
whistleblower incentive (10 to 30% of the value of fines over $ 1 million) to
informants who bring violations of securities and commodities laws to the attention
of US regulators. The UK’s Bribery Act, which came into force in April 2011,
criminalised the offence of commercial bribery for the first time and included all
companies doing business in the U.K. (including non-U.K. companies with offices,
personnel or agents in the U.K.) in its jurisdiction. In the case of China,
amendments to Article 164 of the Criminal Law were implemented on 1 May 2011.
The revised article represents the first instance in which PRC law prohibited PRC
nationals and PRC companies from paying bribes to non-PRC government officials
to prevent overseas bribery. Never before has there been more exposure to the
risk of prosecution for those companies that fail to take adequate safeguards.

2011 £, NEREEIFI T, — RIFTBERESKERANSG, ENE~ERTE
A ER G ELE k@A IFE. £XE, 2010 FEBEIMW (BEHZRAR) %
%, AREELNENHASERIERESEETRERZRITHANERAREEENEZMILE
(593% 100 FETAERRE 10%-30%) . fEXE, 2011 £ 4 B4R EREE
REEEREANEE, EEFAEXELENARGREXEAHEL. TE
AREZEREHPIERENRBANZENERECE. E£HE, FESE 164 FELT
RT 201155 A 1 HEH . X—EITRFULPELXRMPEAREEFEBHGE R
176, KRBT HEPIEEIMTEIE—NMERER. WREWTERIE BT
EiE, NMSEIERTRBREEIFIAXKE.

It is important that all compliance programmes are
supported by senior management in order to create a
“top down approach” for establishing a “culture of
compliance” within the organisation.

---- Michelle Y.L. Gon, Baker & McKenzie

GEHHFET “BHXIL” , BETFUTEIZHF
BrIEEHIE, “BLiTEZEEE .

— &R, Nk X REEFREINE SR
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(FCPA) United States-1977
19774 X EIRBIMERGE (FCPA)

[ Foreign Corrupt Practices Act

UK Bribery Act-
July 15t, 2011
REREBAR— 20025 RHER SR FERIIE ALY

2011.7.1

J |

Criminal Law Convention on Corruption Council of Europe-2002 J

Sarbanes-Oxley-Act
SOA

/ Organlzation for \

Economic
Cooperation and
Development
(OECD) Convention
The 34 OECD
member countries ,
and 4 non-member
countries - Argentina.
Brazil. Bulgaria and
South Africa — have
adopted this
Convention. Russia
just became the 39th
Party tothe
Convention on 17
April 2012 and
Columbia is joining.

U B HRER ,@'

International
Anti-Bribery and
Competition Law
Germany-1997
19974 & F
Elfr R RReEAn
ik

Corporate
Govemance
Codex
Germany-2002
2002 FEEAF]

i

f’%iﬁﬁf?ﬁﬂi@ﬂ?ﬂ

;?zéz_\gﬁin BaE National anti-bribery Laws

fU@'}’E [EIJ%EE Eﬁ Over 100 countries have laws similar to the FCPA. All United Nations Convention

fﬁﬂﬂﬂﬂ*ﬂﬁi\}i{{?\] ¥ countries have laws that prohibit local government [ against Corruption

HHER R EE A T officials from accepting bribes. The trend is that local UNCAC-2005

.?__/\Z‘"] ﬁﬁ%gﬁfrl}: laws are quickly catching up with US law. _Ratified by >140 countries

201243 7R 1008 BT MR e 0

S Ty ; , EfF o 14

B BRrumim FAEE AR TR k. HHE e
\Oinsior szm. / HTHBA RSB LE SEEERET .
-- OECD Anti-Bribery Convention — (ZESHEAREIEALA)
The Organisation for Economic Cooperation and ZFESIEEEREEN (LRAEM) BE—A4

Development (OECD) is an international economic
organisation of 34 countries founded in 1961 to
stimulate economic progress and world trade. The
mission of the OECD is to promote policies that will
improve the economic and social well-being of people
around the world. The OECD Anti-Bribery Convention,
officially known as Convention on Combating Bribery
of Foreign Public Officials in International Business
Transactions, entered into force on 15 February 1999.
The Working Group on Bribery, which is comprised of
the signatories to the Convention has 40 members, 39
of which have ratified the legally binding standards,
including most developed countries and emerging
giants such as Brazil and South Africa. Russia most
recently ratified the Convention and became the 39th
Party on 17 April 2012, and Columbia is expected to
soon ratify the Convention. All Parties are required to
criminalise the supply-side (offering, promising or

PR R 2555 1 5 A0 BR %&-Ehahm
EPFRMEFHEER, ZELRILT 1961
F, #E 34 THRE. EEHELNFES
=: 2T lm#ﬁﬁﬁﬁ@,ﬁ&-%fﬁu
FARBUABK. (FEHELRBERLN
4y (EX&#MA “THERREZSH
mﬁﬂ%ﬂ’l\l/\ﬁﬂkmai’]” ), F 1999 &
2 B 15 BE#, Wﬁﬂ%ﬂ’ﬁiﬂmu
/\Q’JE’]*&%IWEJ?. Eﬁu%ﬁ 40 NE 5
E, H+ 39 AE%%IJ”“” BEZREY
ﬁm’l%z’]/&w ﬁbﬁ%lqﬂ@,?ﬁé/\
REZFRIEWER, LEEEEA, &
EIIEL_#E’Jaéﬁ,dclo BEHT 2012 4 4
A 17 BERMA, RAZE 39 /\u%
E, SHEELITEEMARASE 40
ZHE. ﬁﬁﬁ%%%ﬂu&ﬁiﬁ;‘ﬁ%ﬂﬁ&%

giving) of bribing foreign public officials in international
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business transaction (“foreign bribery”) and to provide
enforcement that conforms to the Convention. These
countries are subject to a rigorous peer review system
for monitoring implementation of the standards under
the Convention, which to date involves three intensive
phases, two of which include a mandatory on-site visit
with police, prosecutors, relevant government
agencies, the private sector and civil society. The
monitoring reports are adopted by the Working Group
on Bribery on the basis of “consensus minus one” (i.e.,
the country being monitored cannot block adoption of
the report). The monitoring reports are systematically
published in their entirety.

The OECD Anti-Bribery Convention is the only
international anti-corruption instrument focusing on the
“supply side” of the bribery transaction. Under the
OECD Convention, more countries are driven to adopt
ever-tougher legislation like the United States FCPA
and the United Kingdom Bribery Act. The OECD
Working Group on Bribery works closely with partner
countries that are not Parties to the Convention, but
are also major exporters and foreign investors, such as
China, through a mutual exchange of ideas and
experiences in the fight against the supply-side of
bribery in international business. According to the
Working Group on Bribery’'s enforcement data, as of
December 2011, 210 individuals and 90 entities have
been sanctioned under criminal proceedings for foreign
bribery in 14 Parties to the OECD Anti-Bribery
Convention between the time the Convention entered
into force in 1999 and the end of 2011. At least 66 of
the sanctioned individuals were sentenced to prison for
foreign bribery, and a record amount of EUR 1.24
billion was imposed in combined fines on a single
company for foreign bribery. At least 43 individuals and
92 entities have been sanctioned in criminal,
administrative and civil cases for other offences related
to foreign bribery, such as money laundering or
accounting in four Parties. Approximately 300
investigations are ongoing in 26 Parties to the
Convention. Criminal charges have been laid against
158 individuals and 13 entities in 13 Parties.
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-- United States of America

The U.S. Foreign Corrupt Practices Act (FCPA)
enacted in 1977 punishes foreign bribery of officials
and inaccurate financial records and controls. It is
enforced by the Department of Justice (DOJ) and
Securities and Exchange Commission (SEC).

In recent years, the government has pursued
increasingly aggressive enforcement theories,
strategies and tactics. New enforcement theory holds
companies as well as control persons liable for wilful
blindness and compliance failures. Regulators also
aggressively seek international cooperation to apply
stronger enforcement measures and expanded
charges. The enforcement of FCPA almost doubled in
2010 when compared to 2009. In 2010 alone, cases
with settlements over $ 100 million exceeded the total
amount of such cases prior to 2010. Further measures
were passed in 2010 in the form of the Dodd Frank
Act, which offers high monetary incentive awards to
whistleblowers.

—%HE

(ERBEIMNEME) (FCPA) F
1977 £HE, ZEEEEH T ETIEEI
EER. MERNMEIEENTE, BT
SEERFNEE R B ER ST,

I, XEBRPEELR. SEEMFE
RIRRNERIZMA. HOBCEIEISIAA
NAURABNSENIZIT HEW K
W MEMEKM AT, BERTHRRS
KEFREE LR ENE 158 A AT i
FHAKIFIATERE . #1 2009 ££4#8EE, 2010
FEEREINERCERNPGERELFE T
—&, 2010 F—FEHFEBI 1 2= H
ZHFEE 2010 FLRIFIBRIERHFHE
HLE%Z. 5—10lF=2 2010 F@ETH
(ZEIHRZER) , ZERFEALRZR
AGERHEE,

FCPA Enforcement Cases |1 (EEREBIMNEME) RS R[S FZ—

In 2011, a publicly-traded manufacturer of energy-storage and power-delivery products was
charged with repeatedly paying bribes amounting to more than $2.5 million to government
officials in China to obtain business from several Chinese state-owned entities. The company,
based in San Diego, agreed to pay an $8 million criminal penalty, and $6.3 million in
disgorgement and prejudgment interest to resolve charges related to the Foreign Corrupt

Practices Act (FCPA).

2011 5, —REIPUTFEEZMT ST, AF LT
FELRESCWHFSISMEZRITHIPEBRAER, (THEFHEE 250 AET,

EREANER NEMREFIER, WRIEATM

ZRTFEEE

B3 AT 800 73 ETTHIMEALTT AR L% 630 /5 £ THAEERTIS UL T itk £ E R BIMNEMCER 1R

=,

FCPA Enforcement Case Il: (ZEREINEBEE) ST REFSFEZZ

In 2008, the president of an American high-tech company with offices in Beijing was charged with
offering bribes amounting to approximately $189,300 to Chinese government officials. The
subject, a naturalized US citizen born in China, was sentenced to 51 months in prison and a

payment of $386,740 to the federal government.

2008 £, EXE—RAEILFKEHELHER AR BRHHIEEEFEBMAE RITH
189,300 =TT, ZERE—REFEEAN, MFFIA 51 MHEINEEE,

485 /Y 386,740 E T,
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-- United Kingdom

The U.K. Bribery Act, enforced by the Serious Fraud
Office, received Royal Assent on 8 April 2010 and took
effect on 1 July 2011. The Bribery Act is even tougher
than the U.S. FCPA as it 1) creates offences for both
paying and receiving bribes; 2) covers bribery of
foreign officials and business partners.

It also provides stringent penalties that 1) establish
strict liability so that companies can face unlimited
fines; 2) sees liable individuals face a maximum
penalty of 10 years imprisonment and/or unlimited
fines; 3) leads to automatic and perpetual debarment
from tendering for EU public contracts.

The Bribery Act applies to U.K. companies and non-
U.K. companies with offices, personnel or agents in the
U.K. British nationals and residents can also be held
liable for offences committed anywhere in the world.

-- People’s Republic of China

In China, several laws regulate bribery. The Criminal
Law , enacted on 1July 1979, (amended after 1997 for
a few times), provides a clear definition of “Official
Bribery” while the Unfair Competitive Law, enacted on
1 December 1993, and the Commercial Bribery
Regulations, enacted on 15 November 1996, provide
the principles and rules against unfair competition
arising from the giving of commercial bribes.

Recently, the offence of official bribery has been
expanded by amendments to Article 164 of the
Criminal Law (“Revised Article 164”) implemented on 1
May 2011. The Revised Article 164 targets bribery of
foreign public officials or officials of international public
organisations, and has potential extraterritorial effect.
This means that the application of the Criminal Law
could extend to foreign-invested Chinese companies
operating outside of China together with PRC nationals
who are their employees. It is worth mentioning that a
violation of official bribery can arise even if property is
not given directly to an official but rather to someone
who has a special relationship with the official.
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Scope of
Application

Bribery of
Foreign
Officials

Penalties

US FCPA

Applies to 1) all U.S.
companies, residents and
citizens; 2) foreign firms and
persons within the territory of
the United States; 3) foreign
companies whose securities
are listed in the U.S.

Prohibiting issuers, domestic
concerns, and any person
from bribing a foreign official,
foreign political party, or
candidate for political office,
for the purpose of influencing
any act of that foreign official
in violation of the duty of that
official, or to secure any
improper advantage in order
to obtain or retain business.

Individuals: 1) sentence
lengths accrue depending
upon the amount of money
involved when in excess of
$2,000; 2) The Act also
provides for civil penalties of
up to $100,000 that cannot
be indemnified by
companies;

Companies: subject to
debarment before
government agencies.

UK Bribery Act

Applies to 1) U.K.
companies and non-
U.K. companies with
offices and personnel
or agents in the U.K.
2) overseas British
nationals and U.K.
residents

Prohibiting bribery of
foreign public officials
including an individual
who holds a
legislative,
administrative or
judicial position of any
kind, exercises a
public function or is an
official of a public
international
organisation.

Individuals: maximum
of 10 years’
imprisonment and/or
unlimited fines;
Companies: 1) an
unlimited fine; 2)
automatic and
perpetual debarment
from tendering for EU
public contracts

China (Criminal Law,
Unfair Competition Law,
Commercial Bribery
Regulations)

Applies to 1) Companies
or individuals in China; 2)
foreign-invested Chinese
companies operating
outside of China,
employing PRC nationals.

Article 164 Amendment
extends to targeting
bribery of public officials
or non-public officials of
international public
organisations, with
potential extraterritorial
effect. Unfair Competition
Law and Commercial
Bribery Regulations focus
on prohibition of
commercial bribery.

Individuals: maximum 10
years’ imprisonment and
a fine;

Companies: a fine up to
RMB 200,000 with all
illegal income confiscated.

Survey: In February and March 2012, CBLF and UNGC China Network (managed by China
Enterprise Confederation) conducted a survey of multinationals and Chinese companies. The
survey sought to understand the general perception of integrity issues among businesses in China
and how they guard against corruption risks. Most of the invited survey takers were compliance
officers and legal counsel from large multinationals and large Chinese enterprises. Some of these

survey results are shared in this publication.

AW: 2012 2 BE 38, FEIFESMILIEZ(CBLF)FM STk hEMLK(UNGC China)i#{T T —
BT, TRESEMNSITEMEIMANIAIR, URSEYREAGTEEE. SmiEmeEENR
FAXRBEE M AR FESIL SN E FERBIE . AEEFEMAKRSZ AR
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Do you believe that Chinese legislation and regulation is
effective in countering corruption?

BREBNAPERERENE B A E K ?

Only 15% of the companies believed current legislation
was effective in countering corruption.

X 15%1MliA 7 B BB ILIE E B HEHI FE I -

20



In recent years, the increasingly competitive market
situation in the PRC has given rise to a number of
enforcements in official bribery and/or commercial
bribery situations, which have involved foreign and/or
multinational persons or entities. One published report
estimates that 64% of the corruption cases
investigated by the PRC government in the past 10
years involved foreign businesses and international
trade.

At the same time, China-based companies are
investing outside of China in growing numbers. They
are also challenged by the corruption risks arising with
increasingly fierce competition for the resources,
commodities and market opportunities that these
investment destinations offer. The Criminal Law’s
revisions to Article 164 signal to China-based
companies that the bribery of public officials, whether
inside or outside of China, is not acceptable and they
have to “do good and play fair” in the international
marketplace, or else they will be subject to criminal
sanctions in China.

In addition to domestic laws, Chinese companies are
increasingly exposed to enforcement actions taken by
overseas regulators for breaching overseas anti-
corruption laws. In recent years, due to the difficulties
in obtaining financing in China, many small and
medium sized Chinese companies opted for listing on
overseas stock markets. The US stock market has
been a particularly popular destination. Like American
companies, these companies are subject to the
supervision of the US regulatory authorities. Their
relatively weak corporate governance and internal
control structure have made them a target for US
enforcement actions. The DOJ and the SEC have
launched a number of investigations targeting these
Chinese companies for possible violations of the US
securities laws and the FCPA.

Since 2005, US authorities have filed a number of
FCPA enforcement actions against companies based
on violations in China. Discernible trends for
conducting underlying FCPA actions include

- employees directly paying bribes falsely described
as “commissions” or “referral fees”,

- companies paying bribes through agents or
distributors, falsely described as “commissions”

- using an off-book bank account to pay bribes

- use of shell company to pay bribes

- paying Chinese officials to take vacations to the
US, falsely described as “factory tours”
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The UK Bribery Act came into force on 1 July 2011.
Although it is similar in many aspects to the FCPA, it
is considered to be broader and more robust than the
FCPA. Unlike the FCPA, which only applies to
bribery of foreign public officials, the UK Bribery Act
also covers bribery of private individuals.

The Act has significant extra-territorial reach. It
applies to bribery that takes place outside the UK
where the person committing the bribe has a “close
connection” with the UK. There is also a strict liability
offence for commercial organisations that fail to
prevent bribery by those acting on their behalf, where
the bribery was intended to obtain or retain business.
This strict liability offence applies to companies
incorporated or carrying on a business in the UK,
including Chinese and foreign companies, regardless
of where the bribery happens.

Both Chinese and foreign invested companies should
be aware of and alert to the exposure of their
business to the UK Bribery Act. Nowadays, the Act
should become a key / integral part of the compliance
training programmes within companies. Although the
Act only came into force less than a year ago, no
action has been taken against a business in China by
the UK authorities to date. However, one should not
underestimate the potential impact that the Act may
have on Chinese companies with investments in the
UK.
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When firms or individuals are found through an investigation to have engaged in fraudulent,
corrupt, collusive, coercive or obstructive practices, the World Bank may impose a sanction
such as debarment. Debarred entities are ineligible to be awarded World Bank-financed

contracts, either permanently or for a designated period of time. Since 2009, 13 Chinese firms
and individuals have been blacklisted. The most serious of these included a company that was
blacklisted for 8 years (the average period is approximately 4 years; the minimum is 2 years).
The Asian Development Bank (ADB) also publishes sanction lists periodically. There have been
11 Chinese firms and individuals listed in ADB sanctions since 2009.
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Chapter IV: Compliance Glossary
BHE: AFHEL

My of the latest concepts used in international discourse and legislation on \

compliance related issues/cases are characterized by the utilization of technical
language and vocabulary that is unfamiliar to Chinese entrepreneurs and business
leaders. At the same time, the vocabulary of many compliance related concepts deeply
rooted in Chinese culture and the political environment are unfamiliar to non-Chinese
entrepreneurs and business leaders, consequently making it challenging for
multinationals. This chapter will provide a list of short and precise explanations of these
key concepts with links to their Chinese counterparts and culture.
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By eliminating market inefficiencies, responsible
and ethical businesses will bring enormous
financial advantages to the companies’ clients, to
the end users and ultimately to society.

--- Brook Horowitz, IBLF
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Accompanying-bidding and surround-bidding

An act in which the winner of a tender is decided
before the tendering procedure. The designated
“‘winner” then organises relevant companies to bid in
accordance with the bidding requirements to ensure
that the designated company wins the bid.

Surround-bidding, also known as collusion bidding, is
an act in which several bidders agree to raise or lower
the tender offer to allow a certain stakeholder to win
the bidding, with the intent of minimizing the impact of
competitive bids and seeking profits.

Active (“supply-side”) and passive (“demand
side”) bribery

Active bribery of a domestic public official is committed
by a person who promises, offers or gives, directly or
indirectly, any undue advantage (a bribe) to a public
official — whether pecuniary or non-pecuniary -- to
induce the official to act or refrain from acting in
relation to the performance of official duties to obtain
or retain business or other improper advantage in the
conduct of business. Active bribery of a foreign public
official follows the same methodology, except that the
purpose of the bribe is to obtain or retain business or
other improper advantage in the conduct of
international business. The important feature of active
bribery is that the undue advantage does not have to
be given at all — the offence is completed when an
offer or promise has been made, and regardless if the
official receives or accepts the offer, promise or gift. In
addition, the offence is committed when the bribe
transaction (including the offering or promising) is
conducted through an intermediary, such as a local
agent, joint venture partner, supplier, or legal
representative. It is also committed when the undue
advantage is conveyed directly to a third party instead
of the official, including an entity in which the official
has a beneficial interest, a business partner, family
member, charity or political party. Active bribery is on
the supply side.

Passive bribery can be defined as the solicitation or
receipt, by a domestic (or foreign) public official,
directly or indirectly, of any undue advantage, for
himself or herself or for anyone else, or the
acceptance of or request of an offer or a promise of
such an advantage, to act or refrain from acting in the
exercise of his or her functions. Passive bribery is on
the demand side.

Adequate procedures

The UK Bribery Act 2010 introduces the offence of
failing to prevent bribery for commercial organisations,
in addition to the liability of legal entities that already
existed under UK law according to the “identification
theory”, which applies when the “directing mind” of a
24
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legal entity possesses the requisite mens rea for
committing the offence of bribery. For the new offence
of “failure to prevent”, the prosecution is required to
prove beyond a reasonable doubt that a person
associated with the commercial entity has committed
bribery under the Act, and that the bribery was
committed with the intention of obtaining or retaining
business or an advantage in the conduct of business
for the commercial entity. The onus then shifts to the
defendant entity to prove on a balance of probabilities
that it had in place "adequate procedures" to prevent
persons associated with it from committing bribery in
order to establish a defence to escape liability for this
new offence. The draft guidance for UK Bribery Act
sets out six general principles for adequate procedure:
1) Risk Assessment; 2) Top Level Commitment; 3)
Due Diligence; 4) Clear, Practical, and Accessible
Policies and Procedures; 5) Effective Implementation;
6) Monitoring and Review.

Anonymous reporting system and whistle-blowing
hotline

An anonymous reporting system provides safe,
confidential and anonymous communication channels
to allow employees and other stakeholders to report
integrity issues related to accounting, internal controls,
audit or other operational matters directly to board
members and senior management.

A whistle-blowing hotline is one method for employees
or other informants to report illegal, unethical and
improper conduct. A whistle-blowing hotline can be
managed either internally or externally provided by a
third party service provider. It is important to ensure
the safety of the hotline so that whistle-blowers are
comfortable reporting irregularities.

Associated person

Companies and their senior executives could be held
criminally liable for failure to prevent associated
persons from engaging in misconduct. The UK Bribery
Act defines an associated person as a person who
performs services for, or on behalf, of the commercial
organisations. This includes, but is not limited to,
employees, agents and subsidiaries. This broad
definition will inevitably include entities over which the
company has very little control, such as affiliates, joint
venture partners, or resellers.

Back-door dealing

In the Chinese context, the front door is a metaphor for
formal and legal channels and the back door for a
variety of informal channels and undue approaches,
especially through personal relations. Back-door
dealing means using improper methods such as
personal favours, internal connections or using one’s
power/influence to avoid regulatory procedures and

25

WEMEER) 51 TSI m AR EERGSE
B E FERR. MTHAER “HKRaePd
IEHENE” MR, WIFFEEAHEEN
Bt SMEVIESR, MEERSELRLRA KA
AER—ZRTHITITH, FEBEKRITA
R EREREE LR ERFHITEWITA
BRESPHEMFEABN. FERERE
BREWEHRIEAE SENE TR
fm, BIEXLET “ROEF" RBLESH
RN ANEITIEME, LAM#EITRTAE
P, RRX—HERBHLT. REREE
ERVESEREE T AIASEFNE
BEN: 1) NEiITEE; 2) SEEIER
TR BERAIRIE; 5) AMAIINIT;

6) MEME,

B R EHH R RAL

EfEAfBETR7EE. KE ER
HREBRIE, ERRTMEMFEEXS
REMB M S, AEMEE. Wit RHEMIEE
FEERPIREERREESRANSE
EEAREELR.

BRALZILRTMEMMEEREIE
Ey PEESEMEEMURRAEREZ
—o BIRALALIRELRAR, RNEX
HE =AM SNMEEET. —EF
HRAREHN RSN, IE2REF AT LABUOE
HARZILRFE TR

REKT5

ABMEE A REE AR RERRLE X F AR
LITAMAIEERRE. EERMKEKEE
XBEAENX: AEHARSEN AT
FEAN XBFEEHFNRETHHER. K
BURFAT. X—T 3ZHEX A AIE SR
5 R B A TR HEI AR X EE, Bl
LEBRNTFAR., &1L, &UHNHE
MEER.

EEI

EPEFERERT, A1, MEERRN
SEERIAN; B, MR MEEMIEE
MEE, BAREARXR. £RI1—1F
BRI TR ABXARTFAIRNFR
EYRIRE, RKABSHMARIHTRE
FRERAAFHMBFE. REER



gain unfair advantages and benefits, for one self or
others. In many cases, back-door dealings provide a
hotbed for corruption.

Be done for show

Refers to a working style or methodology which
partially focuses on the form or superficiality but
neglects the essence. For instance, some senior
leaders are keen on “showcase projects”- namely
those projects with wide publicity and big scale - to
showcase “achievements”, aiming to gain benefits for
the individual and the organisation. It often leads to
abuse of power and a waste of public resources.

Bribery

The definition of bribery in the OECD Anti-Bribery
Convention, which as previously mentioned is focused
on the active (supply-side) of bribing foreign public
officials in international business transactions is: “...for
any person to intentionally offer, promise or give any
undue pecuniary or other advantage, whether directly
or through intermediaries, to a foreign public official,
for that official or for a third party, in order that the
official act or refrain from acting in relation to the
performance of official duties, in order to obtain or
retain business or other improper advantage in the
conduct of international business.”

In order to commit active bribery, it is not necessary
for passive bribery to also be committed. For instance,
the public official to whom an undue advantage is
offered, promised or given does not have to receive or
even be aware about the offer, promise or gift. Only
the mens rea of the person on the supply-side of the
active bribery offence is relevant. The reverse is true
for the offence of passive bribery by a public official.

Code of conduct / Code of ethics

Related concepts include ethical codes and honour
codes. The International Federation of Accountants
provided the following working definition: "Principles,
values, standards or rules of behaviour that guide the
decisions, procedures and systems of an organisation
in a way that (a) contributes to the welfare of its key
stakeholders, and (b) respects the rights of all
constituents affected by its operations."

Compliance

Generally speaking, compliance means state or acts
of accordance with established rules including
standards, specifications, regulations, or laws. At a
corporation or organisation level, compliance
describes management processes that identify
applicable rules, assess operation states and potential
risks and then make efforts to ensure requirements
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are complied and corrective actions are taken when
necessary. Due to the growing number of anti-
corruption regulations worldwide and requirements for
transparency and governance, organisations are
increasingly adopting integrated and holistic sets of
compliance controls. Such approaches can help
ensure that all necessary governance requirements
can be met without the unnecessary duplication of
efforts and investment of resources.

Conflict of interest

According to OECD, conflict of interest is defined as:
“a conflict between the public duties and private
interests of a public official, in which the public official
has private-capacity interests which could improperly
influence the performance of their official duties and
responsibilities.” In addition to traditional forms of
conflict of interest such as gifts or family relationships,
increased cooperation with the private sector in recent
years has led to more complex opportunities for
conflicts of interest, which include public officials
having private interests in the form of partnerships,
shareholdings, board memberships, or affiliations with
other organisations, or their departure from the public
sector to work for a regulated private company.

Corruption

Corruption is defined by Transparency International
as: “The abuse of entrusted power for personal gain.”
Corruption can also be differentiated in terms of what
can be called 'true corrupt intent’ and 'necessary
corruption'. Corruption in terms of true corrupt intent
implies bribery in order to obtain a service to which
one is not legally entitled. In contrast, necessary
corruption implies bribery in order to obtain a service
to which one is legally entitled. Facilitation payments
would fall under this latter category of corruption.

Cronyism and nepotism

Cronyism is a form of favouritism shown to close
friends. A typical situation of cronyism would be the
political appointment to office of a friend without regard
for her/his qualifications.

Nepotism is another form of favouritism shown to
family member without regard to merit - i.e.
appointment of family member to civil service, often at
the expense of a more qualified person.

Debarment / Blacklisting

Debarment/blacklisting entails the exclusion from
public contracting including public procurements. The
use of debarment instruments is growing worldwide.
Debarment is considered by authorities to be an
effective preventive instrument. Debarment is an
administrative sanction (not criminal).Recently, the

27

EMEEANBH@IES, UREAIIEIERM
BERAEERANIEE, RS MNATTE
R —ERFEENEIEHIENR. X#
RAELNHRBETELENRER
X, MBELALBIBHRREERAN.

FlzEmse

REBEEFEIESARELNEN, Flam
RIE BN E REIRA X SMFAAFE
HOMZE, MR, FAAFIZATAE
SR BRERBITEAFMBRIEMER
£. "FREfL. FRXEAXXEGHF &
MRZHN, I RET B AL E U
GIEE%, HR-LEAERMFIZHR
B, XLEFMEANFZPREELALE
REAGNK. FR FAEEHEAME
REFAAFE, RERERBEEMEIM,
FERBIRMAG S ERE R R
FF R,

B

ERREFREAX BMAENLZ: HmAK
ZRNSERFAF . "B LUBT HIEE
HFEEBN, EHRARGR-TUNE
BEERNZEHRSZSMITHNIT. 18
kR, ©EEY, EMREARTREB—DER
EENZEMRSZMITHIT . Fi,
REERETRE— B

EAMERFBE R

EAMEE B— M3 X R BV R AR RIBR
X BEEAMEERIBIFR: NERAEE
Banfa, BEEXMEEITBUAED.

BHERRIETNEEN, IREMRRMmE
H—MER. flESLFARNITIE
B, EEFEACHRATMAREFERE
HEHIN.

BUH I &/ AR5 B

BGH 4%/ 2 A E RV HERR el 3R 15 2
#2Y), AFEAHRBERERIERK. X
FREALKEEAFURN . EWBHF
MA—MBEYNT TR, BRATIER
—HITEEIR QERERIED - EH, K



European Union adopted a new procurement directive
which makes debarment of companies and persons
convicted of bribery compulsory everywhere in the
European Union.

Double designation and double expulsion

Double designation refers to a special investigation
procedure of the Communist Party for violating Party
discipline. After pre-approval by the inspection
commission, a member or party official suspected of
wrongdoing is questioned at a designated place and
for a designated duration.

Double expulsion refers to an official being expelled
from the Communist Party and removed from public
position. Double expulsion is the most severe
punishment for violation of discipline by party
members, excluding criminal charges.

Due diligence

Due diligence refers to research and analysis of a
company or organisation in preparation for a business
transaction. Adequate due diligence is a preventative
mechanism aimed at identifying high risk activity or
situations. Due diligence has the potential of enabling
a corporation to make appropriate decisions,
implement preventative measures when necessary or
avoid a given business relationship or project
altogether

Extortion

Extortion is the unlawful use of one's position or office
to obtain money through coercion or threats. One
example would be when customs officials request
undue 'customs duties' from importers as a condition
to clear their goods.

Survey Question 2 i#f B —

Do you feel that your company has failed to win new
business in the last 12 months because a competitor

has paid a bribe?
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26% of the companies surveyed believed that they lost

some businesses because of unethical behaviours of

competitors.
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Extraterritoriality

In addition to legal exemption such as that granted to
foreign diplomats, in the context of international law,
extraterritoriality also refers to the right or privilege of a
state to exercise authority in certain circumstances
beyond the limits of its territory. Pursuant to the
OECD Anti-Bribery Convention, each Party must apply
its offence of bribing a foreign public official to a
national who bribes a foreign public official outside the
territorial jurisdiction of the Party. For instance, both
US FCPA and UK Bribery Act have extraterritorial
features.

Facilitation payments

Facilitation payments are made to induce public
officials to perform their functions, such as issuing
licenses or permits, and are generally illegal in the
country where they are made. Facilitation payments
are typically demanded by low level and low income
officials in exchange for providing services to which
one is legally entitled without such payments. Such
payments do not constitute payments made to “obtain
or retain business or other improper advantage” under
the OECD Anti-Bribery Convention. Most Parties to
the OECD Convention, including the United Kingdom,
have not provided an exception under their foreign
bribery offences for such payments. The 2009 OECD
Recommendation on further Combating Foreign
Bribery recognises the corrosive effect of small
facilitation payments on sustainable economic
development and the rule of law, and states that
member countries should encourage companies to
prohibit or discourage the use of such payments in
internal controls, ethics and compliance programmes
or measures, and must in all cases be accurately
accounted for in companies’ books and records.

Foreign public official

The OECD Anti-Bribery Convention defines the term
foreign public official as: "any person holding a
legislative, administrative or judicial office of a foreign
country, whether appointed or elected; any person
exercising a public function for a foreign country,
including for a public agency or public enterprise; and
any official or agent of a public international
organisation " The Commentaries to the Convention
clarify that a ‘public enterprise’ is any enterprise,
regardless of its legal form, over which a government,
or governments, may, directly or indirectly, exercise a
dominant influence. The Working Group on Bribery
has stated that ‘dominant influence’ includes the
situation where a foreign government exercises de
facto control over an enterprise but does not for
example hold in excess of 50% of the voting shares.
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FCPA enforcement actions and other enforcement
agency pronouncements instruct that once a foreign
company (such as an oil and gas entity, hospital or
laboratory) is deemed an instrumental of a foreign
government, every employee of the entity (regardless
of rank or title) will be considered a foreign official
regardless of how local law may characterize the
employee.

Graft

Graft is a form of political corruption in which an official
acquires financial gain by dishonest or unfair means,
especially through the abuse of one's position or
political influence. Unlike bribery, graft does not
require that the official actually provide an undue
advantage; it is enough that she/he gains something of
value apart from her/his official pay when doing her/his
job.

Hospitality

Refers to the cost spent on the reception and
entertainment of guests, visitors, special events, and
other services for travellers and visitors. According to
UK Bribery Act Guidance, bona fide hospitality is
recognised as an established and important part of
doing business (in order to improve the image of a
commercial organisation, establish cordial relations, or
present products and services).

However, hospitality and promotional or other similar
business expenditure can be employed as bribes. It is
undoubtedly true that if a form of corporate hospitality
is used with the corrupt intent to induce someone to
behave improperly, then it can be considered a bribe
and criminal and civil penalties may follow.

Intermediary

An intermediary is a person or entity who is put in
contact with or in between two or more parties
conducting business. In the business context, an
intermediary usually is understood to be a conduit for
goods or services offered by a supplier to a consumer.
Hence, the intermediary can act as a conduit for
legitimate economic activities, illegitimate bribery
payments, or a combination of both. The hiring of
intermediary is a tactic that corporations or individuals
sometimes adopt to avoid direct involvement with
corruption to gain business, which unfairly influences
the marketplace. The OECD Anti-Bribery Convention
requires that Parties criminalise bribing a foreign
public official through an intermediary. For example,
both the US FCPA and the UK Bribery Act criminalise
corrupt payment through intermediaries, regardless of
the form it takes (agent, consultant or sub-contractor).
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Kick-backs

A kickback is a bribe given to obtain an undue
advantage, where a portion of the undue advantage is
'kicked back' to the person who gave or is supposed to
give the undue advantage. The payment of kickbacks
is a corrupt practice which typically occurs in
connection with a public procurement process when a
company pays a procurement officer to illegally award
the contract to the company in return for a bribe.

Money laundering

According to the Financial Action Task Force (FATF),
money laundering is the processing of criminal
proceeds to disguise their illegal origin. According to
the 40 Recommendations of the FATF, issued in 2003,
“pbribery and corruption” is a mandatory predicate
offence for the purpose of money laundering (i.e., the
criminal activity from which the proceeds of the crime
are derived). Pursuant to the OECD Anti-Bribery
Convention, Parties must make the bribery of foreign
public officials a predicate offence for the purpose of
money laundering if they have done so for the bribery
of domestic public officials. Thus in practice, all Parties
to the OECD Convention are required to make the
bribery of a foreign public official a predicate offence
for money laundering.

Moderate corruption

Moderate corruption refers to the situation when
government officials ask for personal gains after
“performing their duties”. In contrast, violent corruption
means government officials refuse to act unless they
receive undue payment. The phenomenon of
moderate corruption occurs with expectation for
bribes. Essentially, it is still an abuse of public power
for undue personal benefits and is no less harmful.

Hidden/tacit rules

Hidden rules refer to implicit, undocumented and
conventional rules that are at the same time influential,
widely accepted and observed. Hidden rules usually
involve illegal and unethical practices that are against
official regulations and thus exist in hidden forms.

Little coffer

Little coffer refers to funds, securities and assets that
should be, but are not, listed in the account books of
Party and government departments in accordance with
the law. According to a Chinese government
regulation, “any form of funds from embezzling or
intercepting the collective income that should be
turned over and are privately kept without being
recorded into financial department’s account book or
budget management should be defined as little
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coffers”. Little coffer is a violation of state financial
regulations and other relevant provisions. In some
cases, little coffer is related to illicit income from
arbitrary charges, fund-raising, quotas and fines.

Red tape

In a number of European countries, red tape was
formerly used to bind legal documents and official
paper. Now it refers to official routine or procedure, i.e.
paper work and administrative formalities marked by
excessive complexity which results in delay or
inaction. It is usually applied to government, but can
also be applied to other organisations, such as
corporations. Red tape generally involves the filling out
of seemingly unnecessary paperwork, obtaining
unnecessary licences, having multiple people or
committees approve a decision and various low-level
rules that make conducting one's affairs slower, more
difficult, or both. Cutting the red tape can help increase
transparency, improve supervision and reduce
corruption.

Risk assessment

Risk assessment is a step in a risk management
procedure to determine the potential loss and
probability of occurrence of recognised threat. OECD
defines it as a systematic process for assessing and
integrating professional judgements about probable
adverse conditions and/or events. The risk
assessment process should provide means of
organising and integrating professional judgements for
development of the work schedule. It helps businesses
to identify priorities for their compliance work and is a
key element of adequate procedure required by UK
Bribery Act.

The issue of three public consumptions and one
monetary gift

“Three public consumptions” means government
spending on vehicles purchases and maintenance,
official receptions and overseas trips. The “three
public expenses and one monetary gift” refers to
several forms of abusing public expense on vehicles
for personal purposes, banquets, sightseeing and
pocketing money and gifts. In order to curb
extravagant public spending, the State Council
required all central government departments and local
government to publish their expenditure on "three
public consumptions" in 2010 and 2012 respectively.

Transparency

According to OECD’s definition, transparency refers to
an environment in which the objectives of policy, its
legal, institutional, and economic framework, policy
decisions and their rationale, data and information
related to monetary and financial policies, and the
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terms of agencies accountability, are provided to the KM%, BERAEREER, BHK
public in a comprehensible, accessible, and timely A BB S FE = BUR S B L R M 2RI

manner. Transparency is the quality of being clear, B1E. BRI EM . ST
honest and open on relevant information so the o ﬁmmmﬁ_{’ﬁﬁﬁﬁé‘i’f%ﬂﬁ"ﬁ*ﬁ?&

operation and development of one organisation is o - 5 s
visible, predictable and understandable to its M RA T AL AT IR

stakeholders. Transparency is therefore considered an HEARIA AR AR EREN— T EAR
essential element of accountable governance. E
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Chapter V: Compliance Structure and Practice Sharing

BLE: SHHERIBRSF

A well designed and implemented compliance programme can prevent illegal conduct
and mitigate -- if not eliminate -- punishments and liabilities for those offenses that still
occur. A good compliance programme also helps to increase confidence of
shareholders, protect a company’s reputation among its customers, improve
relationships with investors and increase profits while reducing legal and other costs
of doing business.

Different companies adopt different structures to prevent misconduct. In this chapter,
we will detail representative compliance structures from both multinational and
Chinese enterprises. By introducing these organization structures, we want to share
certain important principles for designing and implementing a successful programme
that focuses on compliance results rather than procedures.
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My aim is for the SFO to work with corporations as
part of a solution, not for bad practices to be a
continuing problem.

--Richard Alderman, Director, Serious Fraud Office
at CBLF Business Leaders Dinner, 9 February, 2012
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Many multinational corporations choose to establish a
Compliance Committee or appoint a General Counsel /
Group Compliance Officer to be responsible for
compliance on a Group-wide basis. This includes
developing, operating and monitoring the compliance
programme, and the authority to report directly to the
head of the organisation, such as the president and/or the
board.

Depending on each company’s size, geographical
location and industrial classification, companies may
choose different structures to realise their compliance
results. Most structures, however, cover two main
functions: compliance operation and compliance
governance. Under the Compliance Committee, there are
commonly business line and/or regional compliance
officers responsible for introducing and implementing the
compliance programme into the daily operation of their
business division or region. There are also legal counsel/
compliance officers leading the work of monitoring,
investigation, risk control and sanctions to prevent and
correct misconduct. The Compliance Committee also
works closely with HR, Communication, Audit and many
other departments to deliver education, training, and
communication channels for the compliance programme.
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While few Chinese companies use the term “compliance”
in their corporate structure, most Chinese companies
have established some mechanism to improve corporate
governance and fulfil compliance mandates. In the past,
these compliance functions were delegated to different
bureaus and departments, such as the legal or audit
department or supervision bureau, which operated on
their own. However, in recent years, a number of
companies have begun to establish specific Supervisory
Committees to 1) set the tone from the top level and 2)
coordinate various departments and bureaus to work
collaboratively to promote business integrity, standardise
procedures, monitor daily operations and prevent
misconduct.

The supervisory committee can be composed of heads of
various departments, including Human Resources,
Safety, Quality and Environment, Auditing Bureau
(including Board of Supervisors Office), Legal Affairs
Department and/or Discipline Inspection, and the
Supervision Bureau (including Inspection Office) if it is a
State-Owned Enterprise (SOE). The Supervisory
Committee has the right to settle, sanction, or provide
suggestions to various management problems or
misconduct and report directly to the Board and senior
management. It is also responsible to share compliance
experience and good practices with other companies. In
Chinese SOEs, all important issues, personnel
appointments and dismissals, project assignments, and
the use of large sums of money (referred to as" Three
Important and One Large "system), decisions must be
made after plenary discussions.
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Regardless of its size, location, industry and
ownership, all companies should have a compliance
programme or its equivalent in order to have adequate
procedures in place to prevent bribery and defend
itself if held liable for misconduct.

A successful compliance programme should include
the following elements:

1. Top-level commitment

The tone of the organisation is set at the top.
Therefore, a strong commitment must be instilled in
top level executives and managers for ethics and
compliance to be built into a company’s corporate
culture. Top level executives serve as examples

for fellow employees and need to frequently
communicate and demonstrate the company’s zero
tolerance policy while ensuring ethics and compliance
are built into all company projects.

2. A complete set of written policies, management
procedures and code of conducts

It is important for an organisation to develop and
distribute written policies, procedures and detailed
codes of conduct to ensure high business standards
are followed in the entire organisation, including
subsidiaries and local branches. The code of conduct
needs to provide detailed guidance on responses to
challenging circumstances including grey area issues
such as gifts, hospitality and facilitation payments.

Survey Question 6 JAFFIEIER 7S

Is your compliance programme consistent with anti-
corruption laws in China and other jurisdictions in
which the company transacts its business?
RARMNERI B RESPEN R BHEERIAN AR
Tz EMEAMERBEFZDRIEERE—H?

About 63% of the companies were confident that their

compliance programmes were consistent with anti-
corruption laws in all the jurisdictions in which the
company transacts its business.
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AT EERNAERBEFRREXENE—H.
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Best Practice I: China State Construction Engineering Corporation, Guidance for
Internal Control and Monitoring

China State Construction Engineering Corporation (CSCEC) compiled a set of its Guidance for
Internal Control and Monitoring based on national laws and regulations, corporate management
systems, and feedback from its internal controls. This guidance provides basic principles and
specific implementation requirements on internal control and evaluation, which includes monitoring
plans, scopes, methodologies, sampling, evaluation and recording of the monitoring results, defect
evaluation and the submission of evaluation reports on internal control.

It covers nine categories (e.g. corporate performance, revenue and cost), three major business
sectors (design, real estate and construction) and three levels (primary companies, secondary
companies and tertiary companies), with 49 sub-categories and 329 monitoring points. The
Guidance has been modified three times since 2008. Since 2007, CSCEC’s Audit Department has
been using the guidance to conduct annual assessments of key operations, and to monitor and
improve the effectiveness of the internal control plan and its implementation.

According to 2011 results of the business monitoring programme, CSCEC managed to decrease
defects in its internal control system by 7% compared to 2010. It successfully identified risks from
weak implementation of the internal control system on areas like project contracting, cost control,
accounting and client management in a number of companies. Based on these results, CSCEC
has prioritised high risk areas and taken corrective actions to effectively address management
problems and potential risks.
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3. Ongoing education and training programmes

All employees should receive relevant education
materials and training to ensure that they are informed
about and understand the entire compliance
programme. It is also crucial to arrange ongoing
training sessions and follow-up reviews to make sure
all employees are clear about what they are expected
to do on a daily basis. The programme needs to have
a clear definition of the roles and responsibilities of
each department and employee within the
organisation, and have an effective assignment of
oversight responsibilities, which should also be
reflected in the training programmes.

4. Effective communication lines and anonymous
reporting channels

Companies need to establish effective communication
lines between the compliance officer and all
employees to provide advice and suggestions
whenever possible, including a process (such as a
hotline or other reporting system) to receive
complaints or questions that are addressed efficiently
and effectively. Such channels also need to adopt the
procedures to protect the anonymity of complainants
and shield them from retaliation.

=\ BEREEMNEINEE

AR R THIZW R XN B E M RFHE
SZHRXE, URHREBHRFIERENS
MiEF. EXZNE, EREEAZTMIFIIE
HHFITRETHERUARRABHNATREE N
MEMMNERNIZEHTE. ARTEFE
SHARAERIIAR SN R THRARRA
MBI EX, HMEENRERITERNS
fo, X—mRtRIZEFINTHRER.

M. AHHAEEXURERERHNRE

T FEEAAEMAANRIZERIE
MEHEEL, UEEEMIUENELTA
RTRHENMER, SEANREBRSZ
RIRMEE (FlanAhskB i HibiRE &R
%) . XEMRELFERRFERERERF
HWERMY, HRIPERAEZZRE.

Survey Question 7 E#fiElE+£

Does your company have a procedure for

engagement with your employees when developing,
implementing, reviewing and improving the
Programme?
RARREAMEXRE, £FL. BUT. WHE K&
EHMBNERTEE?

52% of the companies surveyed confirmed that they
have such procedures for their compliance

Yes = No & Don't Know
REE programmes.
52% M Z A A1 &I B B TRER R
TH5EER.

39




Best Practice Il: GE, Prevention & Detection System

GE Healthcare China, one of the seven key businesses of GE, adopts Compliance Road Shows —
a comprehensive compliance training approach to improve its employees’ awareness. The road
show features “training the trainers” programmes and face to face training. This involves the
training of business leaders by legal and compliance professionals, who in turn train employees. In
2011, 86 sessions were held, involving a total of 8,045 trainees.

GE has also established an extensive compliance detection system that serves as a mechanism
for individuals to ask questions and report integrity concerns without fear of retaliation. This
detection system consists of four modules: Ombuds Programme, Open Reporting, Compliance
Health Check and Investigation and Audit. With an extensive global ombuds network, coverage is
provided for every business and country in which GE operates. GE provides a variety of channels
to facilitate reporting, including postings, Employee Day and a phone line. Compliance Health
Check includes active leadership engagement and immediate response to local issues. GE leaders
act promptly when a concern arises, and have it evaluated and investigated by counsel and other
persons with the appropriate expertise. In addition, GE’s internal Corporate Audit staff conducts
annual risk-based audits across all GE businesses, to identify and address potential instances of
non-compliance with law, regulations and GE policies.

REXBSZEZZ: BRABSATTFRGISETHLE

fERBRBStERFIz—mMEBRBES (FE) ARABAETERARAGMEE IR —BI—F
SZAMNEMZINER—RINEEERNEAMEIR. BEIFSAT: “BEIE)IH" LR T i
W, BIEBRZESZSRENENALIZHTAHITIEN, 2EEHXENZHTANRTHITEXS
iz, 20114, =2it=h 7T 86 ki%il, it 8045 A& T 1Zil.

s, BMABRSAR ( GE ) REITRENAMNBEISG, X—HSRITIIBLERIRE,
AAKESOHERMGBEEXER-R. Z2ENEIES I MER: BIFITR. AFER. GHE
BRREURFEMSHIT. HiBHEKNBAIFMNG, BEARZERENE—TUZSUEE—1TE
K. BRABSERSMETRAIHRNRE, SELAMN. 2HARTHURKRIRERTE. SNER
REAEERSERRSSH N LT HEAUN BB RNEN, BRESARNSREEBERR
IS BIRENI TN, FHRE @M EME A T HTEITEFEE. o, ARRAIBEITA
RAEFHSMNERANMBLSHITREH T, DHREBERNERER. ZNRERQRBRNEN
S50

Communication 3735 Ombuds program EIiREFE GEHC China PCRB GEEFEREFESNEEER S
Education #5 Openreporting 4FH B Internal Review Board PIEhEEERS

Reward & deterrence ZERSEIE Compliance Health Check S#N{#EtsE Commercial risk mgmt team @&k FFSETE HRA
Processes & controls 32 S5 Investigation + audit FZF0ET Engaging with external influencers S5hEp&1E

GE believes businesses have a crucial role to play in building a culture of safety, responsibility,
integrity and compliance to ensure that people can work safely and productively, and to enable
world-class industry and services to flourish.

GE #l5, AHEZS. FHME BIEMEHXLTE, EIWELEEZLIFA, SHXLEIFREA
N Z2TIEX M THLIE, thRBEESFIXEAIETRE T 56/~ R R A9 Tl FIAR S Mk 2=l o
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5. Identifying problem areas through independent
monitoring, reviews of business relationship, and
auditing of finance and operations

Effective and independent monitoring is critical for any
compliance programme to identify violations or “red
flags.” It is important to keep the review process
independent of implementation. The process may
involve external audit and counsel to conduct
supervision.

6. A screen and due diligence model before
entering contractual relationship with any
business partner or intermediary

The latest anti-bribery laws in many countries require
companies to perform pre-contract due diligence.
Such due diligence processes may vary from an
Internet search to complicated investigation that takes
reasonable steps proportionate to the scale of each
company and level of the anticipated deal. This also
makes business sense to help a company prevent
problems and address risks in advance

Iy e ERAFITRIMEERRS K
E AKX S5 FIEE R BT IR i AR
& IR

SHEME M E KRG, BHEMITAEE
MEEHERTAN CERES HLER
. REFFEEEFRITERIERX—R
REE, HFEARITHENTAREFIESN
ERERIT RIS 1.

N METEBRKHERBE=ZANAELS
FX %A, FREMRRFAZMREERR

WFEERNHEHRMEEERHERQFE
BEITAET#ITRIRAE. XMRINAE
ARSAZMAERX, ATUEEHEMAE
BEEMERER, WAURERNBEE. X
Ra#RE K, BURT 5 A BRI ER T
HMRZHKFE. ZXMEWHEELRLT
b, HEFS B 22 B 3 St Se (e) @ A0 R Xt XL

[‘ﬁ o

Survey Question 8 E#fiaIE/\

Is it the company’s policy and procedure that no

EYes 2
No &

Don't Know
TENE

employee will suffer demotion, penalty or other adverse
consequences for refusing to pay bribes even if such
refusal may result in the company losing business?
RARREEEXBREARE, AEENAIARRER
EEITEMEZ IR, &SNS HMER, BEEERIT
HBHITASBRRIRELER?

33% of the companies surveyed could not confirm that
they have such policy for their employees.

33% A N EERIAST XM R TR B AR HFRIBUIR.
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Best Practices lll: Siemens, Business Partners Policy - Compliance Due Diligence

(CDD) Process and Tool

A global conglomerate like Siemens has thousands of
business partners. The management of each Siemens unit
is required to carefully select and appropriately monitor its
business partners throughout the course of a business
relationship. Siemens uses a web-based BPC (Business
Partner Compliance) Tool to support an efficient and
transparent workflow process for decentralised operations
and monitoring of due diligences globally. Managers need to
answer a set of “red flag” questions and use the numeric
scoring system underlying the questionnaire to determine
the risk level before entering into a business relationship.
Approximately 500 Siemens entities completed more than
17, 000 CDD for business partners located in 170 countries.

Red Flag Questions _ m

+ previous experience with the BP

+ purpose of the relationship

* interaction with government
officials

+ activities performed by BP

+ country risk rating / TI/CPI index

+ type of compensation

+ payment terms — danger signs

* Internet check

RESERIFEZZ: AINNFRALVKAFBR—ESARRBEEREMIR

GAEIFIENZ BRIk ER, BERTF LA™
BIENE. ELSXRANRERES, ANTFEMESIIIN
EREMATTFEIEHSBMBENE LAk, T
FERAREIRA “EAlkEEM” (EFR BPC) BIM _LIFN T
B, AHSIKEEMN T HAEMRINFAESMRE T —mE
BRI IERIE. EHER I XRF, BEEEFTERE—RT
“RRESEIM” , HERASHFITES ZREGHEXHCEFERH
EXPEFER. 249500 K| TFIUEZERITADFHE 170 NMEKE

BRRESRE 43
oSSk (BP ) ZAINAIEH
¢ EEXERVHEN
* SERRRNG
o WSkENREYED

© EERETERTREE AR
o A

A A1EMESER T 17000 ZIMAMREFE . * XMGRR—BIRES
' EEARE
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";-;"‘-“:‘:._-_._':":'_:‘__ M= Web-based Business Partner

e s Compliance Tool: The higher the risk

e level, the more information is needed
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42

5, RERANEERRES.



7. Regular risk assessment

A periodic risk re-assessment helps companies
to identify existing and emerging risks, prioritise
areas of high-probability occurrence and large
potential losses, allocate reasonable resources
and improve current preventive measures to
protect themselves against these risks.

8. Investigative and disciplinary action for
violations

Along with the monitoring programme, it is also
important to develop follow-up appropriate
investigation and discipline procedures for
identified violations. Such “consequences” need
to be clearly communicated in advance to
maximize the deterrent effect.

9. Documentation

While this may sound obvious, the accurate
documentation of the design, implementation
and monitoring of a compliance programme is
often neglected. Documentation helps to prevent
misconduct by establishing accountability of
performance. In the case of the identification of
potential bribery, documentation can help to
demonstrate evidence of company’s
commitment and best efforts towards
implementing adequate procedures.

10. Continual improvement

A good compliance programme should evolve
with a business to address new circumstances
and challenges, respond to new regulatory
environment and prioritise compliance work. It is
also very important to engage and consult with
relevant interested parties including business
partners and employees when reviewing and
improving the compliance programme.
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Best Practices IV: Shell, China Assurance Framework

Shell’'s assurance framework is applied to fast growing minority shareholding ventures in China.
The system builds on the concept of three lines of defence (LOD) by focusing on simple systemic
application by all levels of staff with the right balance of assurance costs.

The three Lines of Defence (LOD):

LOD 1 —day to day risk management, standard operating procedures, control process and
administrative functions at Business Front Line level

LOD 2 — self assurance to confirm both the design and operating effectiveness of controls through
desk-top reviews and in-depth compliance testing

LOD 3 - independent assurance provided to the shareholder to demonstrate that the control
framework is operating effectively

RESSERIFZN: FhHESESREESR

ET=EM4Z(LOD)MIEE, WS RIEERNATAEFEREEMPFELEFRNEGER L, BF
EEAERAIEEN, EAEERARTREERFUMNA.

=Epk:

B—Eftk: SRAENEERE, MEMRERRF. WSERAEHRIZFITEERRE
BEMtk: BEPEBEZLUARS? F;Z.:.i).,/ulﬁ*ﬁ%ﬁ”* SR ARIE LR BT
EZEML%: BT “MIERERE" ERARR EEIER sEAN
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-Confirm EE’]“?"“B{%& <HEEH i Fwa i plan and identify L HRiMEE
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&leaming R EER Management anagemen
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~Assess Resource s
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Shell has a variety of self and independent assessment processes for obtaining assurance on the
adequacy of risk management and internal control, and a series of Businesses and Functions plan
assurance activities to ensure relevant risks are covered efficiently and effectively.

STHEIE I % P B 1T AT 37 PFAG R FE R 1R L AE B M EFERI A BBIERY,  [EIATET b 35 AR GEAY
KR FEE 5D e i RALE B S EFE M-
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Chapter VI: Self-Assessment
BARE: BRI

The survey results indicated that many compliance programmes may overlook
important elements that could pose potential risks. Based partly on this survey, a
simple self-assessment toolkit was developed with the help of experts in order for
companies to assess their compliance work and identify pitfalls. This self-
assessment is presented below.

This tool is a preliminary measure intended to identify the level of compliance of
your company. If you cannot say yes to all the questions below, your company may
be exposed to certain compliance risks. If you can answer all of the questions in the
affirmative, you are on the right track. We also include three scenario-based
exercises in this chapter and a list of more sophisticated tools in the appendix of the
book. However, remember even companies with most sophisticated compliance
programmes have found themselves under liability risk for failing to prevent wrong
behaviours of employees, agents or subsidiaries doing business on their behalf
worldwide. It is important to continuously improve your mechanisms for risk
assessment, training and due diligence and have ongoing monitoring examinations
and reviews to assess changed circumstances and identify new risks as they
emerge.

ERERER, N OEABB A2 —LEXNEWARBENGHEER . EERES
T, BNESERVDFMER, LT -EHENERTETE, HTHHEIITEE
SHEAITEHFKEIRE. XEARTHIESITR. XN TAREZVSHIRIE,
HIHIAR LRSI TIERNRR . MREREZXFAEBEE R, WEKREENA
AEARAEAREFE—ENNE. REELME R, RASHITIEEERNE
Eo I—TBHRANEMAT=MERES], HEEMRBRHRT -LESANTA. E
FEIENE, MERPLAERAASAMENAE, AHESLI B CTREEKIE
ERRBRIERT, $ FAREESICCENAIMUETROTENI . FEKNE
MAMIXEEE, BNMREEENG, FENAHTSEREFRELETHIFHANL
MEFERE, il EXEE.

An effective compliance programme is a competitive
advantage. A reputation for consistent ethical
behaviour and professionalism will enhance your
company’s commercial prospects.

----Neal Beatty, Control Risks

BRHIEHTEERE R FNE . HLAIFRA—ZLE
TEITFIZANE, YL JFHEF 2\ IR A BT R -

—HRE, R
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Compliance Practice Evaluation

BARETY

2. Does your company have a formal compliance Programme to implement a zero-tolerance bribery
policy?

RARRBAEXNAHNANN BRI REKRNTSBER?

4. Are there procedures to ensure that the company does not channel improper payments through
agents or other intermediaries?

ST AR A TN B R IR B0 R RT3

6. Is the Programme tailored to reflect the specific bribery risks identified?

RREENEHNIE RE YIS X E L TS XA ?




8. Is there a procedure to implement accountability throughout your company to ensure the
implementation of the Programme in all business entities and subsidiaries?

RARRBBMEXRE, ELAREEASEER, HRAINEERMALSIENS ZHBEMN
17

2

9. Does your company encourage the implementation of a Programme equivalent to its own in
companies, in which the company has a significant investment or business relationship, including
joint ventures and consortia, suppliers, contractors?

MERVNBAEERAXRARARWZXZNLE, BEGERL, KE. #EE. #E8FF, RAAR
BER SRR S RIE ?

10. Does your company have procedures, both internally and for business partners, to monitor
effective development and implementation of the Programme, share emerging best practices and
apply sanctions to those that act in a manner inconsistent with its Programme?

RARZBBH M LRABME A FOEXRE, UEEANNENERERMSE. 2 FHLH
REME. HBESNTERENAIMEAREITES?

11. Is it the company’s policy and procedure that no employee will suffer demotion, penalty or other
adverse consequences for refusing to pay bribes even if such refusal may result in the company
losing business?

RARERHMEXBRIRE, AEEMRINEAELITHMESZER, L5 EMER, BIfE
HIBBITHRITASBARAEZER?

12. Does your company have a system of internal controls, which includes financial and
organisational checks, accounting and record keeping practices? Are they subject to regular
internal audits to provide assurance that they are effective in countering bribery?

RAREREAANMBIEGRR, SEVSINAERE. 2THFIERREER, HAHABHEITARER
BT, WHRAMHEIME?

13. Are there procedures to maintain accurate books and records that properly and fairly document
all financial transactions for inspection, including those of agents and other intermediaries? Does
your company maintain procedures to restrict ‘off-the-books’ accounts, inadequately defined
transactions or false entries?

RARRBAMEXRE, MEMKAFICREITESMGRE, BirEGSSEBICREAERERN
HithE G ERBRAMSER, BRRBNEE. TRARZSRMK?
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14. Is there a procedure to carry out due diligence before entering into a joint venture or
consortium, purchasing and contracting from suppliers and contractors, appointing agents and
other intermediaries, and to determine ‘legacy risks’ for mergers and acquisitions to avoid dealing
those know or reasonably suspected to be paying bribes?

AHEHZEHECWRERANRZH, IMNERFLHEITREURSACHHITRBAIEZR. HIETR
RIBE AR E P E G RHAMRIT “BRNGE” BAEZH, RARRETHEHEXEFHITRINEE,
M S SARL B AT A1 TR RN SRR 5 ?

15. Is there a procedure to ensure that compensation paid to agents and other intermediaries is
appropriate and justifiable remuneration for legitimate services rendered and is paid through bona
fide channels that will not be used as a subterfuge for bribery?

RAREBHEREXERF, WRMTAEREFMEMFEGHRMEN RN EERS B THAEGHE
HREM, HEBEESIREX, MAZHTHEBRIZFED?

16. Does your company have a procedure for engagement with relevant interested parties,
including consulting employees, unions, work councils or other employee representatives when
developing, implementing, reviewing and improving the Programme?

RABREBAMEXRE, A% T Wl XERBKRNBNSEXMESAE, tLmEET.
ToHMRTRFSE?

17. Are there policies and procedures covering facilitation payments (and the discouraging of
facilitation payments if not prohibited)?

RARREB AL REBEBNEXBIRIIEF, MARBRLRBENETREHREAZE?

o

18. Are there procedures and controls to ensure that charitable contributions / sponsorships are not
used as a subterfuge for bribery?

RAREEAEXRIENGEEER, HRESBNNENTISWATITR?

19. Does your company provide guidance to its employees on policies concerning gifts, hospitality
and expenses?

RAREBEXNY. BEMERAENRIHEXESMINE?

20. Does your company encourage employees and business partners to raise concerns and
provide secure and accessible channels through which employees and business partners should
feel able to seek advice, raise concerns and report violations (“whistle-blowing”) in confidence and
without risk of reprisal?

RARREBMRATMEWIKFRIEBE, FRR#RZEMBIRE, EEIATMELARFETUT
KEW. FEBUE, #RENTA ( “BE” ) MAERE?
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21. Is there a procedure to communicate the Programme to all employees including senior
executives and those of subsidiaries and other companies with business relationship? Does the
company provide reasonably detailed guidelines and continuous training on the implementation of
the Programme?

RARRBAEXRERGEASEENNMERI RS ARRAEMSRARFIS KRN AR
RI, TREHHE, FRERAIFANERMAEIEI, ESWNISKEaNEE?

22. Is there a procedure for the Audit Committee, Governance Committee, the Board (or
equivalent) to monitor, review and make independent assessments of the adequacy of the
Programme and receive prompt reports of any issues or concerns?

RABREBAMEXER, BRFETERS. BEZLS. EEFIULUSE. WH, FAXEaRmE
BYRITIE R AR M RS T, AR R AR EE M Bl @ AR & ?

23. Has the Board, owner or equivalent top level leaders of the company formally approved the
Programme and explicitly stated full commitment and support to the implementation of the
Programme?

RAREFR FAERERXSERGERMESHME, FAMBRTIENIFHNITIZIE?

Survey Question 9 BHFEIRE A,

Does your company regularly carry out a risk Don't Know . 12%
assessment to determine the extent of the risk RHniE

of bribery to all business operations?

RARRBRERBITRIC T, ITENEERL 27%
SETNRI R XU 2 No &

About 27% of the companies surveyed don't 61%
conduct regular risk assessments
278 27%RHOAM A% A E T RS 1T .

Yes =
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Scenario I: Applying for a licence

Your company is applying for an environmental permit before setting up a new factory. As
far as you know the application is in order. However, the authorities have been very slow
to process it, and you do not know what the problem is. Your company’s head office is
becoming impatient.

One of the officials in the environmental department says he knows a local consultancy
that specialises in helping companies with their applications. The head of the firm is a
former member of the department. He charges high fees, but always gets good results.
Perhaps you should go to see him?

What you need to think about

There may be a legitimate role for former officials with special expertise. Sometimes
government procedures are obscure, and it is very helpful if an expert can explain them.

However, you need to take care. The principle is that you should only pay reasonable
fees for clearly defined services. If you pay a large fee for poorly defined services there is
a high likelihood that part of the fee will be passed on to the government officials
concerned. This would count as a form of indirect bribery, and is covered by anti-
corruption laws such as the US Foreign Corrupt Practices Act and the UK Bribery Act.

In this case the fact that a serving government official has recommended a specific
consultant is in itself a warning sign. He/She may well have done so in the hope of
sharing some of the consultant’s fees.

Possible responses

You of course need to make sure that your permit application has all the information that
the government needs, and has been completed correctly. If there is a problem, it is the
responsibility of the government department to tell you. Sometimes it does take time to
process applications. You may need to be politely persistent, making regular visits and
phone calls to the government office to find out what is happening.

If you seek expert advice, you should only do so from reputable companies. Make sure
that you know their background before working with them, and make clear that they must
not pass on any part of their fees to the officials of the department concerned.

Explain the problem to your company’s head office. These things do take time. You are
doing everything you can!
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HRMFEAZMRENFTIEFEELAEE T AR IFTRNMAERER, FECKEHH
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8], {RARERERILRMMOFR, ESRFNRETRIBFIBRFALENT BEHER.

MRFEIRERER, CRANIZEOBEENQE. ESHNEECH, ROTT R
MHER, PAHANFIICENRSERPHET—BOEZEEXNBHEE R

ERARMSHEEREER, RAXLEEFERIFTELRENE, (REEBREN!

Survey Question 10 BWFERE+

59%
Are there controls to ensure that charitable contributions and
compensation to intermediaries are not used as a subterfuge for
2204 bribery?
19% RNTIRTAMXMLEEE, WHRESEMHMSTEHFHRMT LK
FIsRITIG?
Yes 2 No & Dont 19% of the companies surveyed did not have such controls in place.
Know 19% #ESZFMA S BRI IX R IE 5T .
&
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Scenario Il: A business trip for your customers?

A member of your marketing team, who has previously worked for a well-known
international company, has come up with a brilliant idea to build relationships with your
customers and boost sales.

You have a new product but — because it is new — it is important to explain how it works.
You should therefore arrange for the customers to take a trip abroad, e.g. to London, to
see for themselves. The programme should include a short demonstration of the product,
tickets to the London Olympics and two or three days of shopping at your company’s
expense. Of course, they must be allowed to take their spouses.

This is a common sales technique, and it brings good results!

What you need to think about

This is indeed a common sales technique, but it does not always bring the results that are
intended.

What is the business justification for making the demonstration abroad rather than in
China? What is the business justification for bringing the spouses? And why should your
company pay for the shopping expedition?

If the business justification is weak or non-existent, the ‘sales trip’ will be seen as a bribe
to influence your customers’ judgement. There have in fact been several US Foreign
Corrupt Practices Act cases where US companies operating in China have been obliged
to pay substantial fines for arranging these kinds of trips for employees of Chinese state-
owned enterprises (who are classified as ‘foreign officials’).

Olympics hospitality packages may raise even greater risks under the UK Bribery Act.
First of all, if one offense is conducted partly within the UK, it automatically satisfies UK
Bribery Act’s jurisdictional requirement. Therefore, hospitality and other promotional
activities offered or accepted during the London Olympics would fall into the jurisdiction of
the UK Bribery Act, regardless of whether the company has a connection with the UK. In
addition, the UK Bribery Act applies to broader categories of conduct that covers bribery
(both domestic and international) in the private and public sectors as well as the
solicitation and acceptance of a bribe.

Possible responses

Reject the suggestion. Arrange for the person who made it to receive anti-corruption
training.
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BAERT: ARPRHNESIRIT?

EHEHANFE - B RABREE—RERMBNEER QAR TEL, REEEET -1
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RE—L#~m, BERATERH~ M, MURATFRTZFREFEE. Fit, RNZ
ABRFPRA—TMHENNS, EMERERY, LHIFEREES. ZITINEE—ERE
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HITHWE . SR EEEBF/LAIXXNEE (RIBIMNERUE) =6, BREPEZLEDN
XEQRABTATEEARUHMRT WAEAXA “YMNEER” ) RHXOMIREE, MAS
AZATEFTIK-

AREHE (RWEKE) &, SRAZSHNEFABHFNTEHERERNAKL. 5%, £
ERMEMRBYLEARERRN, RENTFEEE (RWEKEE) HEEFME. L, B
ELHERHEHFREZEXNERLBHENRMEED, TRAAREAEXEALS, HED
PANEE (REKRE) HEEERE. B, ZE (RKEKZE) EREEE, T XHIR
(ERFMERR) RHBEQHLIITUARMERWHTER, hHRRENEZHERN—T.
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Scenario Ill: A charitable donation?

You are trying to sell your company’s services to a powerful local official. Through a friend
of his, he lets it be known that he likes to work with companies who make donations to a
local children’s charity.

The friend recommends that you give generously. It will be good for your corporate social
responsibility (CSR) record, and it will be good for business.

What you need to think about

Does your company have a policy on charitable donations? If not, you should draw one
up and consider including it in your code of ethics. If the company makes donations at alll,
it should work only with charities that fulfil a genuine social need, and are themselves
accountable. For example, do they publish accounts showing the sources of their funds,
and how they spend them?

In the worst case, this children’s charity could easily be sharing ‘donations’ with the
official. In that case, the donations would count as a bribe to the official.

Possible responses

Thank the ‘friend’ for his kind advice, but ignore it. Continue to promote your company’s
services on the basis of cost and quality.

EHABR= BEHR?

GBERERRQARANRSEHRA LM —MELNNBFER. B3EH—NRL, RTH#
3, EXRMPLELM—RILEZSNIRBIBIENLREE.

RAPAZEWRIRBIBIE. XM UFRARAREWHSTEN—BRFIER, EXI S
RRRKABH.

REEEERNSE

RARERERESHEEEHEXNBR? MRRE, REIZEEIIEHFBZANREE
EMN. MRABHEREHIEE, BANZXEPLEBRITHLEETRKFBEBRNR
ENZENAREIE. fla, ENEEAHKEURRENNEERFEURZERZMAER
B9,

RIERNBERAZ, ZIEZENHRITEESZBEAFERDZRE. AXMERLT, X
MBI R WA AR —TP B RAEBITA.

A REUEY S 5

BRARSXA “BRE” HRKR, BERFIERN. BEFERBAFIRSRE, MLHEHES
NRBIARSS -
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Chapter VII: Conclusion
BLE ERIE

IBLF’s Spheres of Influence model (see below) believes that business leaders have a
critical and positive role to play throughout their spheres of influence, from their core
businesses, along their value chain, and to the broader market environment. China
Business Leaders Forum (CBLF), the joint initiative of IBLF and Renmin University of
China, helps companies to improve behaviours internally and work together externally to
address problems they cannot solve alone, through a series of roundtables, leaders
forums, studies and publications.

This bilingual publication is designed to be a simple and practical initial guide to prepare
companies, large multinationals or small local businesses, for constructive dialogues and
collective action towards a level playing field. We believe this is a good starting point.

Efr Ttttz (IBLF) MSUaEig HRE (RTED 8E, SlamErEUEE, A
bl FRRFEMMMERE, BIEXCEENTRNE, HELEEXEZNARIER.
PRI asitizM P EARKFSELENPE T H MLz (CBLF) , BE—RIIEAS
W FHIRIZAR AR, FWMEEWMATETAERE, WIMEFRNELBESTES
ThERR AN B) R .

RXAREL IR —E B RS AR, FIARBE R A /il T RE
MHXHE, REBFITHED— DA TFHTHAE. RNEEXE— 1 REFNTTRK.
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Chapter VIII: Appendix
BI\E: MR

The sources of the glossary include OECD Convention and OECD documents, FCPA, UK Bribery
Act, Transparency International, Business Anti-Corruption Portal, U4 Corruption Glossary, and
relevant Chinese governmental portals.

ALEERIFEEE: EFAELRALR (OECD) HXAEHEK (OECD RMIEALI) « (XEREH
BReE) « (RERWKZE) « ERERR. B REIA U4 BROEE, LURAEK S EBUATRE .

Reports, Tools and Guidance: %, TEXIEE

1. The Business Case Against Corruption, by the International Chamber of Commerce,
Transparency International, the United Nations Global Compact and the World Economic
Forum Partnering Against Corruption Initiative (PACI)

(RBEMEWERG) — EfrEs. BRER. KEESKIZAERMM FLFILIZRBUEIN
(PACI)

2. Clean Business Is Good Business — The Business Case Against Corruption, by Transparency
International, the World Economic Forum, The International Chamber of Commerce, and the
United Nations Global Compact

(Beaml 4 R RIFm—RBREWRG) —BERER. HHREFiLIR, Bir@siike
El ek L9H R

3. RESIST (Resisting Extortions and Solicitations in International Transactions), by International
Chamber of Commerce, Transparency International, the UN Global Compact and the World
Economic Forum.

(RHERFRRZZPHPRIER) —ERES. BRERR. KEESKZAERMTFL5FL

b5

4. Transparency International’s Self-Evaluation Tool (Tl SET)

(ERREPRERITHIA)

5. The Integrity Pact, by Transparency International

CGRiERY)) —BRAEPR

6. OECD Good Practice Guidance on Internal Controls, Ethics and Compliance (Annex Il to the
2009 OECD Recommendation on further Combating the Bribery of Foreign Public Officials in
International Business Transactions)

(REEAXTARITH . EERAANRFHEIER) (BEHR 2009 FXTH—SITEE
EPRmE 32 5 R IEEINE A BRE SRR 11D

7. The OECD Risk Awareness Tool for Multinational Enterprises in Weak Governance Zones
(EEELHIRIBESF X BEARNNEEIRTR)

8. OECD Guidelines for Managing Conflicts of Interest in the Public Service
(ZAEREENHRSHF P RAVIEE)
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9. The OECD Guidelines for Multinational Enterprises.
(BREEABEETWIERE)

10. Uses and Abuses of Governance Indicators (2006), by OECD
CGHIBIEHRAOIER SHiA) (2006)—2AHH

11. The Business Principles for Countering Bribery, by Transparency International and Social
Accountability International.
(RBMELEN) —ERRERMERTRRIE

12. Strengthening Corporate Governance to Combat Corruption, by Transparency International

(hsa BRI N X G bk ) ——ERAERR

13. Business against Corruption - Case Stories and Examples, by Global Compact.

(Bl R BM—=RBIHESTEH) —KEESTRILYAR

14. Fighting Corruption through Collective Action, by WBI
(BIEEITHITHRY) —FIRITERT

15. Template For Country Assessment Of Corporate Governance, by WBI
(ERITAEARNAERRR) —FIRITF

16. ICC Guidelines on Agents, Intermediaries and Other Third Parties
(EfFEeXTRIER., REmMELE=F1ESHEH)

17. APEC Anti-corruption Code of Conduct for Business
(X2 EBEAREMERE AT AT

18. UN Global Compact (Anticorruption Guides and Scenario-based Tools)
(BHKEELKEN) hdHREIEFAMIETIA

19. ICC Rules of Conduct and Recommendations for Combating Extortion and Bribery (2005

edition)
GTEMZRERBMETREREN R EIL) —EPFRE S 2005 b

Websites of the Organisations 3k

1. International Chamber of Commerce EPFrE £ http://www.iccwbo.org/

2. Transparency International iZFAE R http://www.transparency.org/

3. United Nations Global Compact Bt & [El & Bk22292H47 http://www.unglobalcompact.org/

4.  World Economic Forum #2275 1£1% http://www.weforum.org/

5. OECD £4&4H4A http://www.oecd.org/

6. WBItFERITHIR http://www.worldbank.org/
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