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False Expense Claims and Serious Violation of Disciplines

Our labor law team recently dealt with several cases concerning employers dismissing their
employees due to false expense claims. Such cases occur universally, in which the employees
involved can be categorized as follows:

1. Senior Executives
Senior executives are dismissed mainly for two reasons in the application for expense claims:

a. changing relevant personnel or practicing office politics

It is usually an efficient, faster and easier strategy to change senior executives without making it
public by studying their expense claims. Ordinarily, everyone gets along quite well. However,
once the head office or the parent company, shareholders, or the board of directors intend to
change senior executives, the financial department including the internal audit department of the
company, will audit every invoice submitted by those senior executives. Once the senior
executives are found to have violated the regulations, they will be threatened or induced (given
that the potential employer will do background checks) to resign.

b. Senior executives themselves seek personal interests by taking advantage of their position.

As senior executives hold many resources of their company, they will usually seek personal
interests by taking advantage of their positions if they bear poor professional ethics, such as
applying for reimbursing inexistent expenses. Undoubtedly, the company will dismiss them
under this circumstance.

2. Salespersons
Salespersons apply for false reimbursement mainly for the following four reasons:

a. selling by granting sales commission

When pricing the products, some companies have taken into account the “commercial bribery”
for transfer payment made by the salespersons. After achieving the sales budget, the company
will grant bonuses to their employees at a certain ratio based on the sales volume that has been
achieved. The salespersons have to provide invoices stipulated by the company when acquiring
such bonuses. To gain their bonus, some salespersons will collect false invoices by any means,
and thus apply for expense claims.
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b. fixed amount of subsidy

For the purpose of avoiding paying heavy individual taxes, some companies encourage their
employees to gain the amount of subsidy by applying for expense claims, which should have
been paid as salary.

c. increasing the internal audit standards

In the huge storm of anti-bribery and anti-corruption, many companies increase the audit
standards for expense claims, in which the invoices that could have been permitted are now
rejected by companies and regarded as false expense claims because “the invoices does not
conform to the items declared” .

d. misappropriating the company’s properties maliciously

For the sake of increasing their income, some salespersons will defraud the company of its
property in the application for expense claims by fabricating nonexistent project expenses or
exaggerating the actual expense.

False expense claims include providing false invoices, exaggerating the amount of expenses,
conspiring with a third party and so on. What's more, there are various forms of false invoices,
which will not be detailed here. Some companies set false expense claims as one serious
violation of discipline in the handbook and give the severest punishment, namely immediate
dismissal. Even though many more companies fail to specifically set out “false expense claims”,
they can also cite the following provisions concerning serious violation of discipline:

»  Deceiving the company;

»  Seeking personal interests by taking advantage of the position;
» Misappropriating the company’s property;

* Violating specific rules and regulations of the company;

* Violating laws and regulations;

» Being engaged in commercial bribery; and

»  Damaging the social image of the company.

If the amount of false expense claims is relatively large, the acts of the employee involved may
constitute misappropriation and the employee may be investigated for criminal activity. The
Supreme People’s Procuratorate and the Ministry of Public Security provides that, if the amount
involved in the misappropriation crime is more than 5,000 RMB~10,000 RMB (as the case may
be), the case shall be placed on file and the person involved shall be prosecuted. Beijing and
Shanghai have set out specific standards for filing cases concerning misappropriation crime.
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Case Study: Termination due to False Expense Claims

Mr. Wang took the post of sales representative in a medical company in 2001, and concluded a
non-fixed term labor contract with the company in 2009. In 2013, his monthly average salary
was 45,300 RMB (pre-tax). Before being dismissed, Mr. Wang took the position of regional sales
manager. In September 2013, the medical company arranged medical experts and chief
physicians to hold a two-day academic conference in Beijing, which was organized by a
conference company. Mr. Wang conspired with the conference company to maliciously raise the
conference cost and use the part of fees exceeding the normal cost to entertain 5 chief physicians.
In December 2013, the medical company found out in the internal audit that the conference cost
was extremely high. Upon investigation of all staff engaged in the conference, the medical
company firmly believed that Mr. Wang violated the company’s policy that “It is prohibited to
bribe or entertain clients without permission” and thus dismissed Mr. Wang in January 2014.
Upon receipt of the notification on dismissal, Mr. Wang applied for labor arbitration immediately,
with claims of the labor dispute arbitration committee holding the termination of labor contract
to be illegal and the company to make compensation.

In the court hearing, Mr. Wang argued that the academic conference was arranged and all
conference expenses were reimbursed by the medical company, and violated no rules or
regulations as a person in charge. But, after finishing the court hearing, the arbitral tribunal held
that, all entertainment services other than the academic conference are not included in the
academic conference agenda, while the entertainment expenses were covered by the conference
fees rather than reimbursed separately, and that Mr. Wang was fully aware of the company’s
policy of prohibiting bribery and prohibiting entertaining clients alone, and that the company is
entitled to dismiss Mr. Wang in accordance with laws as he has violated the company’s
regulations.

Through dealing with this case, | realized that bribery occurs in various forms and is becoming
more covert. It’s necessary for companies to fix evidences at any time when investigating such
violations in order to dig into the inside story of expense claims. In addition, during the court
hearing, combining present political and social situations, lawyers should better state to
arbitrators and judges the significant harm caused by commercial bribery.

This newsflash is prepared by the Labor Law Team of Dacheng Law Offices. Members of the Labor Law Team:
Maggie Kong, Shane Luo, Susan Shan, Kent Xu, Grace Yang, Anderson Zhang and John Zhou. If you have any
inquiries regarding the PRC employment law matters, please contact us at laborlaw@dachenglaw.com.

Disclaimer: this newsflash is for reference only and does not constitute any legal advice. Readers may contact
us for legal advice on any particular issues. The copyright of the entire content is owned by our team.
Reproduction and distribution of this newsflash in whole or in part without the written permission of our team
is expressly prohibited and we reserve all legal rights.

Dacheng Law Offices

24/F, Shanghai World Financial Center

100 Century Avenue, Shanghai 200120, P. R. China
Tel: 86-21-5878 5888 Direct: 86-21-2028 3597
Fax: 86-21-2028 3853 Mobile: 86-188 0176 6837
www.dachenglaw.com



mailto:laborlaw@dachenglaw.com
http://www.dachenglaw.com/

Hh [ 57 33 B RGEE 2014 5 6 A I KRN 55 i o7 shidk BB B A

KRR S

:'_‘Q.ij‘-j‘:i? :1!11‘:;1"-'1';'.‘ l 992

THE wOnlD TO CREATE -*I‘LI"‘L
-4

e

e 9
— s AT

BERREEEEL

A BRI 70 2 7 220 FH N BT A 5% T R B 4 T B o8 DR S8R . XSRS BT i,
WRA R T EERLUTHE:

1. SPEHE NG

e BN B DAL 2 B RIS AT A R -

(1) BT 87 A = BUA

NTHER PR E e A, HARY s ANBOE K, PO 1 — Mg & B H
A E T PR, KEHH2LH, BB ERAFRSEAR. KR, #FES
i s B, w55 A I PN AR A A A R e IR A kO SE, —BK
BUSHL, SUE AN OB e EME SRES), A& E e, MmseilmeE
E VA PNIARS ey

(2) &8 B S S T AL A

R E BN GEAMER T AR MR BRI, R A S PMEEEA R, SRR
BORHCRAR], BER 2 Rl I RSB R 2B 2 o IXA GO0 T 24 K AR b BT B 2 T

2. HEAR

G YNV A EEE SN PN E S Sy

(L HEiHE

—EE VAR SR, B DB SRS AR RSO I R T, A
RAESE R ERE, A7 SARIEH BN, % bl & TSR e, HRT
FEARIN L I R 2 R HE SRR SR . SR N DO T US4, 18I 5 For NS
RS, I 2 =] LLSE A4 SR .

(2) FEFPAN

N TG AR S N TSR, A7 8 Al sl B3 T3 2% P40 1475 U AR R Dy Tt
TR AN o

(3) WHITRERITE R

FERE  IRIEE NIRRT, RE ARG T IR N S beE,  JRAR] DI
AT IR, B mAERER, BL“OREES BRIUE AN S AT 7 S5 i A E M R .
(4) BERLHAF

AL Sy T ION, EEARRAMIH 3, B RSB R, DU SR
(775 3Bk 2 =] FR 7

REAR A O R RO S S RHEH . 5B =7l M, KUk SR
RIEAXMA MR, FEREA——FI2 . — L0 TR 5 T T bR R B 1 Dy 7™ H ik



Hh [ 57 33 B RGEE 2014 5 6 A I KRN 55 i o7 shidk BB B A

L —Fh, 25T 8™ AL ST ——L I ERR . (R 2 R AR IEARBAFRAIE “RBERE 7 X
ANEAATT ABAF IR S LR P EE L B AASR, :

LICTINCIF

F R 55 Z B EIUAS N 24 5

(Ca=F/ACIVIae

e oy w AR L E A

SR ENE R

e MV s

WFEX AN R

FEABAREY B A AR K, RN A A Al Ref IR 5512 5 SR AE R H . &
R ZRE . ANZEE, BRSE 5 &8iiA5] 5,000 J6&E 10,000 joLL EH), Bar RiBVF;
b5 IS E T B 5512 5 SR AT B R ) R 5 57 R AR U

KB BRRE BT & FER

FHT 2001 ik N KGN A HHARHEEER, 2009 F5EHAFZLE e R &
[6], 2013 4EJE H P L% N 45300 ¢ (FiAT), #EHERTIERSS A X AL, 2013 4
9 H, BHAFIHNELLFMEFEELEFEITEBIFERSW, SVRAE 2 K. Z%AR
SWH— RS AT BAA . TRIKFASE AT, BRAEESSHEA, BHEEBIETHH
TE N 5 4B AEAZH TR E R R MRS . 2013 5 12 A, BEZAFTENEHR
RIS HRAEE. THETS5ZRSWUNERRLE, EEARNE EEER T AH
CRIRNE IR B MR AR T IBGE, T 2014 4F 1 AFHE T TR, TREREER
Ja SRS T 5 AP, BESRONEEIEMERR ST B A R SO A

FERER, EXUNFRRWHBEL AR S 2% WML AR, JENE
TP RAERTIEL . (P RIEL TN, SRR UMMM H A A 2
RSN, BB FIF R A, TOREEEREMT, FERENAA TS ILIE
RG22 OBOE, Wik, EXOER T AT, ATERHEEEL.
AR R R R, AU TR B, AT A7 2 2L
AT, S OSHIS U, IRNJZIR SR P HE. 300, FERERIY, PRSI T
it MR AESTUH, T o SRR 785 R ) L 7 f

K EF IS F AR T 575 I, GilF4ite: A ZIh. HF 5. .
TKIREF R ZE . HIFF RN B H 3 GEXT T T ko 27 B (17 158, i3 3d i H Y
laborlaw@dachenglaw.com ZZZ617/415/.

P RBNEIL NS, A BGEER I BE WA AT B AR R L, R I B S A ]
BALAE 038 24 (R I e A BOTRGE IS T WA ARV EIAE . gt B e, AH
BAXTZAE N A A E R REARBINFTE I RFEE, AR NS AT B AR
FoAty 75 AL AR BT A A AR, S U BRATRE TR DU E

KR ITES B

Tt 2] KB 100 53R ER &R0 24 (200120)
Hif: 86-21-5878 5888 EiZk: 86-21-2028 3597

fEHE.: 86-21-2028 3853 FHL: 86-188 0176 6837
www.dachenglaw.com

2


mailto:laborlaw@dachenglaw.com
http://www.dachenglaw.com/

