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Purpose

In collaboration with the catering industry, the ICAC has produced a
Corruption Prevention Toolkit for Catering Industry (the Toolkit) to
assist catering operators, their staff and suppliers to prevent corruption in the

catering industry.

This Summary Kit is a concise version of the Toolkit to provide users a quick
grasp of the key legal and probity requirements and the corruption prevention

tips in their daily operations.

Gist of the Prevention of Bribery Ordinance (POBO) (Cap. 201)

Corrupt Transaction with Agents

® Section 9(1) — An agent (e.g. an employee), without the permission of his
principal (e.g. the employer), solicits or accepts any advantage from any
person as a reward or inducement for any act in relation to the principal’s

business, commits an offence.

® Section 9(2) — Any person who offers an advantage to an agent under the
above circumstances also commits an offence.

o Two chefs of a restaurant were responsible for
placing food orders for the restaurant. The
restaurant was an important customer to a
seafood supplier's business and the seafood
supplier offered rebates to the two chefs.

o The two chefs were convicted of
accepting advantages, contrary to
Section 9(1) of the POBO while the
seafood supplier was convicted of
offering advantages to agent, contrary
to Section 9(2) of the POBO.

Without the company’s consent, the
two chefs accepted rebates from the
seafood supplier as rewards for
placing food orders with him.



Advantage Anything that is of value such as money, gift, discount,
commission, loan, employment, service or favour (except
entertainment)

Entertainment Food or drink provided for consumption on the occasion
when it is provided, and of any other entertainment
connected with, or provided at the same time (e.g. magic
performance)

Use of Misleading / False / Defective Document to Deceive
Principal

® Section 9(3) — Any agent with an intent to deceive his principal, use any
receipt, account or other document which contains any statement which is
misleading, false or defective in any material particular in respect of which
the principal is interested, commits an offence

The spouse of the purchasing officer
owned a trading company which
supplied kitchen utensils and submitted
a quotation to the catering group.

o A purchasing officer of a catering group
was responsible for the procurement of
kitchen  utensils, including placing
purchase orders and processing invoices
issued by the suppliers.

company secure the contract,
the purchasing officer made up
bogus quotations with higher
bidding prices.

t
o In order to help his spouse’s :
X

o The purchasing officer also used inflated o The purchasing officer was convicted of

invoices of his spouse’s RRpany to using false documents to deceive his
deceive the catering group’s payment. principal, contrary to Section 9(3) of the

/ ‘ POBO. -- 9(3)

D P



Integrity Management and Internal Control System

Key Integrity Requirements

Acceptance of
Advantages and
Entertainment

v Prohibit directors and staff from soliciting

or accepting advantages and excessive
entertainment from persons having business
dealings with the company, except accepting
certain advantages within specified permissible
natures, values and circumstances where no
improper influence is involved.

Offer of
Advantages

Prohibit directors and staff from offering
advantages to agents of others to improperly
influence them in business dealings.

Conflict of
Interest

Remind directors and staff to avoid any conflict of
interest, and declare and manage the conflict if it
is unavoidable.

Handling of
Records/
Accounts and
Restricted
Information

Require directors and staff to ensure that all
submitted records, receipts, accounts, etc. give a
true representation of the facts, and take proper
measures to safeguard all restricted/sensitive
information.

Relationship
with Suppliers,
Contractors and
Customers

Remind directors and staff to avoid engaging in
frequent gambling activities with persons having
business dealings with the company, or accepting
any loan from them.

Key Elements of Internal Control

® Lay down clear policies, work procedures and guidelines

® Ensure checks and balances by segregation of duties and supervisory

checks

® Keep proper records and safeguard restricted/sensitive information

Provide staff trainings and establish communication channels with
customers, business partners and staff

® Conduct regular reviews and audits
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Major Corruption Risks and Safeguards in Operational Areas

General Procurement
Corruption Loopholes /

Malpractice

Favouritism in sourcing
and selection of
suppliers

Key Preventive Measures

v Clearly define the criteria for inclusion or
deletion of suppliers in or from the suppliers
lists, and make known to them.

« Establish a fair mechanism for shortlisting
the approved suppliers/service providers for
invitation to bid.

V Pre-determine the quotation/tender evaluation
criteria before invitation of bids.

Leakage of quotation/
tender information

v Put in place safeguards to prevent leakage
of quotation/tender information or tampering
with the quotations/tenders received.

Connivance at short
delivery or other sub-
standard performance

+ Conduct random supervisory checks on goods/
services received to ensure compliance with
requirements.

v Establish procedures to handle sub-standard/
short delivery and develop a system to
evaluate the suppliers’ performance.

Food Purchase

Corruption Loopholes /
Malpractice

Over-reliance on kitchen
staff in sourcing and
evaluation of potential
suppliers

Key Preventive Measures

v Involve management and/or procurement
staff in the sourcing and evaluation of food
suppliers.

+ For chained restaurants, centralise the food
purchasing function as far as practicable.

Unclear specifications
of food materials/items
required

+ Draw up the specifications for each menu
item, as far as practicable, by a panel.

v Provide justifications for the use of special
food materials with very limited suppliers for
approval of a higher authority.




Food Purchase (Cont’d)

Corruption Loopholes /
Malpractice

Collusion with suppliers
to inflate prices of goods

Key Preventive Measures

¥ Maintain record of specifications and
standard costs (reference prices) of food
materials/items.

v Regularly review and compare prices to
ensure the prices quoted by the selected
suppliers/stalls are reasonable.

Inadequate monitoring
of food purchases and
consumption

Vv Monitor if the quantities of food materials/
items purchased tally with the consumption.

v Conduct periodic analysis of food material
costs, sales volume and revenue to ensure
a reasonable correlation and to detect
anomalies, if any.

Sales and Frontline Operations

Corruption Loopholes /
Malpractice

Embezzlement of sales
proceeds

Key Preventive Measures

v Use a Point-of-Sale system to capture
customers’ food orders, automatically inform
the kitchen of the dishes to be prepared, and
generate customers’ bills.

V Limit access to the cash registers (which
should be placed in an open area with CCTV
monitoring) to the cashiers.

v Subject cancellation of orders to checking
and endorsement.

Under-billing or waiving
charges for friends or
relatives

v Lay down the conditions on the offer of
promotional offers/discounts to customers.

+ Require the giving of special discounts to be
endorsed by higher authority.

Pilferage of discount
or gifts (e.g. coupons)
intended for customers

v Enhance transparency of all promotional
offers, discounts, etc. for customers’
information.

13
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Inventory Management

Corruption Loopholes /
Malpractice

Pilferage of stock items

Key Preventive Measures

+ Compile a master inventory record and keep
valuable stock items in a secure place with
restricted access.

v Lay down policy and procedures for disposal.

v Conduct regular and surprise stock checks
against inventory records.

Staff Administration

Corruption Loopholes /
Malpractice

Favouritism in staff
recruitment and
promotion

Key Preventive Measures

v Adopt open recruitment as far as practicable
and state clearly the job description, minimum
requirements and selection criteria.

v Make known to staff the promotion opportunities
and criteria for consideration, and appoint
a promotion panel to assess the eligible
candidates.

Unfair allocation of
duties and falsified
attendance

+ Publicise duty roster and subject it to random
checks.

v Require overtime work to be pre-approved by
managerial staff with justifications.

v Use an electronic attendance recording system
which should be placed in an open area or with
CCTV monitoring.

v Require managerial staff to conduct surprise
checks on staff attendance.

“Ghost workers”

v Register the identities of casual labour upon
their report of duty.

+ Assign designated staff to conduct random
counts on the number of casual labour on the
spot.

v Arrange payments by autopay.




Corruption Prevention Advisory Service

The Corruption Prevention Advisory Service (CPAS) of the Corruption Prevention
Department of the ICAC provides free, confidential and tailor-made corruption
prevention advice to private organisations and individuals on request.

Please contact CPAS through the following channels if you need the above
service or assistance in implementing the safeguards or best practices
recommended in the Corruption Prevention Toolkit for Catering Industry.

@ Phone 1 2526 6363
Fax 1 2522 0505
Y8 E-mail : cpas@cpd.icac.org.hk

o

Website : http://cpas.icac.hk

We will respond to enquiries within 2 working days.

Reporting Corruption

@ Phone 1 2526 6366
[=1 Mail : G.P.O. Box 1000, Hong Kong

f Inperson : ICAC Report Centre / ICAC Regional Offices *
G/F, 303 Java Road
North Point, HK

*Contact information of the ICAC Regional Offices are available at http://www.icac.org.hk/en/crd/struct/ro/index.html
15
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Disclaimer

Descriptions and explanation of legal requirements under the POBO and
other relevant ordinances/laws in the Toolkit are necessarily general and
abbreviated for ease of understanding. Users of the Toolkit are advised
to refer to the original text of the relevant ordinances/laws or seek legal
advice on particular issues where necessary. The ICAC will not accept
any responsibility, legal or otherwise, for any loss occasioned to any
person acting or refraining from action as a result of any material in the
Toolkit.

Case scenarios are used in the Toolkit to illustrate the legal requirements
and corruption risks and to highlight the lessons learnt. While they
are drawn up based on actual corrupt practices, each case scenario is
hypothetical and does not mean to refer to any particular case or relate
to any particular company or person. The advice and tips given in the
Toolkit are by no means prescriptive or exhaustive, and are not intended
to substitute any legal, regulatory or contractual requirements.
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