Workshop 2: Strengthening Integrity Risk Management:
Making Internal Controls Work in Practice
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Case Study 3 - Background

ROIAR 3 - BR
o

Alex 1s a procurement officer in a construction company which participates in MDB-funded infrastructure projects. He is
responsible for drafting tender documents including the specification of construction materials, inviting tenderers, receiving
and opening tenders. A close friend of Alex, Barry owns three overseas construction materials suppliers, the exclusive
distributor of certain specialised construction materials.
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Alex uses performance criteria to specify construction materials in Contract A, which match the proprietary features of those
sold by Barry’s companies. In another Contract B, while Alex conducted market sounding exercise for construction

materials, only Barry’s companies responded with complete information while others provide piecemeal information. As
such, Alex included most information provided by Barry’s companies in the specification.
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Case Study 3 — Background and Questions
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Two bids are submitted by Barry’s companies under different country entities for Contract B, appearing unrelated. Alex
notices similarities but assumes this is normal for multinational suppliers. During the evaluation of these tenders, Alex
chaired the evaluation panel, with the remaining two members being his sub-ordinates. At the end, both Contracts A and B
are awarded to Barry’s companies.
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Can you identify the integrity risks and evaluate the effectiveness of the existing control measures in Alex’s company?
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Can you devise other mitigation/control measures?
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C D Extract of Guidelines on Tendering $3+5$58 5 #§ %
s Tendering Procedures {3127

The procuring entity is responsible for preparing the tender documents. Tender documents must clearly set out (1) the technical specifications and required
performance standards; (ii) the evaluation and qualification criteria; and (iii) the submission deadline and instructions for tenderers.
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For procurements above USD 1 million, competitive tendering is required through one of the following approaches:
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*  Open Tendering - A tender notice must be published on the organisation’s website and in two widely circulated local newspapers.

o RITHEAE - FHER A E AEAT U W35G K 4 T2 I B 2 R AR B R AT

*  Selective Tendering - At least three qualified suppliers must be invited.

o EFRVESEAR - BAEE =5 G R BN B R AR

The procuring entity must provide a written justification for adopting single tendering. Single tendering may be used only when competitive tendering is
demonstrably ineffective, such as:
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« Extreme urgency caused by unforeseeable events, where delays from competitive tendering would harm the organisation’s interests.

o BEAAHRFEASERHRLES, e ERERE A E R SR E N

o  When the required goods/services can only be provided by one supplier for technical or proprietary reasons, and no alternatives exist in the market.
o RHEAREEFER, /MR A fthmidt, By BB %,

«  When the goods/services must be compatible with existing systems or equipment.

o BRI BRI L ATUS A RGBS A
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ICAC’s Integrity Compliance Management System (ICMS)

@D (Under Development)
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The Hong Kong Exchanges and Clearing Limited
encouraged listed companies to adopt the Integrity and
Compliance Management System (ICMS) developed by
the Independent Commission Against Corruption (ICAC)
since May 2025.
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Case Study 3 — Loopholes and Integrity Risks
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* Specification Manipulation
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* Related Party Bidding
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* Dominance in Tender Evaluation Panel
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* Absence of Conflict of Interest Disclosure Requirement
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