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Basic Operational Framework of Company
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* Market development: Obtaining contracts from clients through competitive bidding.

* Contract performance: Project implementation. Cooperation with a large number of stakeholders, including the Owner, Engineer,
relevant government regulatory authorities, banks, insurance companies, consulting firms, suppliers, subcontractors, local
communities, etc.

* Risk management: Various risks including political, economic, legal, compliance, health, safety, quality, environmental, technical,

public security, terrorist threats, community, public opinion, etc., including "conflict of interest" risks within compliance.
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Characteristics of Construction Industry

ERITIANT =
D

« Capital-intensive: Infrastructure projects require substantial capital investment.
* Labor-intensive: A large number of personnel are involved in project construction.

* Risk-intensive: Due to the social and natural environment and the presence of numerous stakeholders.
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Common Misunderstanding About Conflicts of Interest
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* Misunderstanding: Any existence of a conflict of interest constitutes a violation.
* Clarification: A conflict of interest itself does not directly constitute misconduct.

* Taking ADB policy as an example: misconduct occurs only when a party fails to (1) properly disclose and (i1) take reasonable
measures to manage the conflict of interest to the ADB's satisfaction.
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Typical Scenarios Requiring Special Attention in Bidding and Project Implementation
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Scenario 1: Affiliated companies bidding for the same project simultaneously.

If two companies share common control, a parent-subsidiary relationship, or have cross-appointed personnel, and simultaneously
participate in bidding for the same MDB-financed project without disclosure, this constitutes a typical case of undisclosed conflict of

interest.
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Typical Scenarios Requiring Special Attention in Bidding and Project Implementation
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Scenario 2: Association with a consultant.

If a consulting firm participates in project design or bid document preparation, and an affiliate of that firm subsequently participates in

bidding for goods or works under that project, a conflict of interest may arise.
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Typical Scenarios Requiring Special Attention in Bidding and Project Implementation
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Scenario 3: Association between internal personnel and bidders.

If staff of the bank or the owner involved in bid evaluation have kinship, prior commercial cooperation, or financial interests with a

bidding company.
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Typical Scenarios Requiring Special Attention in Bidding and Project Implementation
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Scenario 4: Grey areas in agency or consulting relationships.

If an agent, consultant, or intermediary engaged by a company simultaneously maintains undisclosed relationships with the tendering

party, evaluation party, or other bidders, this may also constitute a conflict of interest.
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Key Points for Companies
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* "Disclosure" is an obligation; "management" is a capability.
« [t is not enough for a company to just have a disclosure policy; it must also have a closed-loop management mechanism for
assessment, handling, and follow-up.
* The outcome of conflict-of-interest management may affect the severity of sanctions.
* Based on investigation findings, measures taken to manage conflicts of interest may be considered as aggravating or mitigating
circumstances. In other words, proactive detection, proactive disclosure, and proactive remediation can serve as important

grounds for companies to seek mitigated penalties during investigations.
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Recommendations for Companies: From Passive Compliance to Active Management
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Conflict-of-interest management cannot stop at '""not violating rules'; it requires establishing mechanisms for proactive
identification, declaration, and management.
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Recommendations for Companies: From Passive Compliance to Active Management
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Recommendation 1: Establish a "conflict-of-interest screening checklist" before bidding.

Before participating in each project bid, conduct a thorough review of interests among the participating team, affiliated companies,

agents, and key personnel, and maintain written records. This is not a one-time exercise but a "one-bid-one-check" process.
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Recommendations for Companies: From Passive Compliance to Active Management
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Recommendation 2: Carefully study the bidder disclosure obligations stipulated in the tender documents, and clearly define the
scope and content of information to be disclosed. If there are questions about the scope of disclosure obligations, request written
clarification from the owner during the bidding phase. This is both an exercise of rights and a necessary procedure to reduce
risks.
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Recommendations for Companies: From Passive Compliance to Active Management
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Recommendation 3: Embed conflict-of-interest disclosure clauses into contracts and authorization documents.

When signing contracts with agents, subcontractors, and consultants, explicitly stipulate their conflict-of-interest disclosure obligations,

and make this a continuing contractual duty rather than a one-time commitment.
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Recommendations for Companies: From Passive Compliance to Active Management
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Recommendation 4: Establish internal reporting and escalation mechanisms.

When employees identify potential conflicts of interest, there should be clear channels for reporting upwards; for complex situations,
they should be able to quickly obtain professional opinions from the compliance department or even external legal counsel.
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Recommendations for Companies: From Passive Compliance to Active Management
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Recommendation 5: Preserve all evidence of ""proactive actions."

If the company takes measures such as screening, disclosure, recusal, or remediation, ensure that complete written records are
maintained. These records may serve as critical materials for seeking mitigated penalties during MDB investigations.
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Recommendations for Companies: From Passive Compliance to Active Management
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Recommendation 6: Establish an internal compliance declaration system.
Provide regular training for personnel in key positions and establish an internal conflict-of-interest declaration system — so that every

person involved in bidding and project execution understands: when in doubt about whether a conflict of interest exists, disclosure is
always the best choice.
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