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Las Vegas Sands Pays $9 Million to Settle FCPA
Allegations Relating to Over $62 Million in Payments
Made to China-Based Consultant
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On April 7, 2016, Las Vegas Sands Corp. (“LVSC”) agreed to pay $9 million to settle allegations by the
Securities and Exchange Commission (“SEC”) that LVSC, through its subsidiaries in China and Macao,
violated the US Foreign Corrupt Practices Act (‘FCPA”). The settlement resolves allegations that, from 2006
through at least 2011, LVSC and its subsidiaries violated the FCPA by failing to devise and maintain a
system of internal accounting controls over its operations in China and Macao, resulting in more than $62
million being transferred to a Chinese consultant (the “Consultant”’) who claimed to be a former Chinese
government official. Only in 2007, after LVSC had made several payments to the Consultant, did it conduct
due diligence on the Consultant and three of his business units. However, LVSC failed to conduct due
diligence on at least seven other of the Consultant’'s businesses to which LVSC transferred funds. The
payments made to the Consultant were made for a series of transactions ostensibly designed to bring more
customers to LVSC’s Macao-based casino as well as to boost its image in China.
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Background and Alleged Misconduct
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LVSC is a Nevada-based company that owns and operates integrated resorts and casinos in Asia and the
United States through a network of subsidiaries. LVSC issued and maintains a class of publicly traded
securities on the New York Stock Exchange. The company operates in China through multiple subsidiaries,
including Sands China Ltd. (“SCL”) which is incorporated in the Cayman Islands, Venetian Macao Ltd.
(“WML”) which is an SCL subsidiary, and Venetian (Zhuhai Hengqin) Hotel Co. Ltd. (*VHQ"), Venetian
(Zhuhai) Hotel Marketing Co. Ltd. (“VHM”), and Beijing Asia Travel Alliance Business Consulting Co., Ltd.
(“BATA”), all three of which are LVSC subsidiaries established under Chinese law as wholly foreign-owned
entities ("WFOEs”").
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The statements of facts in the SEC Cease and Desist Order alleged a series of transactions whereby LVSC,
through its subsidiaries, provided approximately $62 million in payments to the Consultant or to his affiliated
companies. Many of these payments were inaccurately recorded in LVSC’s or its respective subsidiaries’
books and records. For example, the SEC alleged that:
IEXREREFLESHEIBFRRIX—RIZZHITIEIE, # LVSC BE AR ZiLEF AR EMs)EH X
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e In 2007, the LVSC President sought to purchase a Chinese basketball team in order to bolster its
image in China and to bring more customers to its Macao casino. However, due to Chinese
regulations forbidding a gaming company from owning a professional sports team, LVSC entered
into an arrangement with an entity named Shenzhen Wei Li Xin established by the Consultant to
purchase and own the team. The arrangement consisted of an LVSC subsidiary entering into a
promissory note agreement with a separate entity associated with the Consultant (not Shenzhen Wei
Li Xin). Subsequently, approximately $6 million was transferred from VHQ to Shenzhen Wei Li Xin,
even though neither entity was a party to the promissory agreement. In total, between March 2007
and January 2009, pursuant to a series of sponsorship and advertising contracts, approximately
$14.8 million was paid to the Consultant in connection with the basketball team. At least $6.9 million
of these funds were transferred without appropriate authorization or supporting documentation.
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e In 2006, the LVSC President sought to develop a non-gaming resort on Henggin Island, a new resort
district in China. As any such development would need the approval of various government entities,
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the LVSC President sought out a Chinese partner in the belief that doing so would help LVSC obtain
the relevant government approvals. The Consultant introduced a Chinese State-Owned Entity
(“SOE”) to LVSC, whose chairman was believed to have particular influence in connection with
Henggqin Island. LVSC and the SOE signed a letter of intent by which LVSC was to purchase a
building in Beijing from the SOE and, in turn, the SOE agreed to help LVSC with its resort
development in Hengqin. While the joint venture never came to fruition, the LVSC authorized the
Consultant to purchase the Beijing building from the SOE.
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Between July 2007 and February 2008, approximately $43 million was transferred to one of the
Consultant’s entities for the purchase of the Beijing building. However, none of the payments was
approved by an LVSC employee with sufficient authorization to approve the amounts paid. In
addition, in August 2007, LVSC learned that the Consultant had not obtained title to the basement of
the Beijing Building. Despite concerns that payments made to the Consultant to obtain title to the
basement would go to foreign government officials, LVSC paid approximately $3.6 million to an
entity affiliated with the Consultant as a prepayment for a five-year lease of the basement.
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In September 2008, LVSC canceled the contracts transferring the shares from the Consultant's
entity that owned the real estate to LVSC and agreed to receive in exchange from the Consultant a
promissory note for approximately $43 million. In total LVSC transferred approximately $61 million in
connection with the real estate transaction and ultimately received approximately $44 million in
settlement from the Consultant.
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In 2007, LVSC set up a high-speed ferry business to transport customers from China and Hong
Kong to Macao. At the exhortation of its president, LVSC sought to contract with a recently formed
ferry company (“New Ferry”) on the basis that it would be politically advantageous as New Ferry was
partially owned by a Chinese state-owned company (“Old Ferry”). As part of its contract with LVSC,
each year, New Ferry would submit a detailed budget to LVSC. A 2010 LVSC audit revealed that the
budget’s line item for “Business Entertainment” was primarily being used to provide meals and
entertainment for government officials.
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e LVSC policies and procedures regarding purchasing at VML were not enforced. This allowed
employees to use cash advances and expense reimbursements to circumvent these policies. For
example, in October 2006, the LVSC President of Asian Development submitted a personal expense
report for a forum arranged at the Great Hall of the People in Beijing for which he was reimbursed
approximately $86,000.
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Cooperation and Remedial Efforts
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The SEC Order notes that LVSC’s remedial efforts played a part in the Commission’s decision to accept
LVSC’s offer of settlement. These remedial efforts included LVSC’s Audit Committee engaging outside
counsel to conduct an internal investigation, providing significant cooperation with the Commission’s
investigation by sharing in real-time facts “that may not have been otherwise available to the Staff,” and
facilitating the interview of certain key foreign witnesses. In addition, LVSC hired a new general counsel and
new heads of the internal audit and compliance functions; established a new Board of Directors Compliance
Committee and increased the compliance and accounting budgets; updated the Code of Business Conduct,
the Anti-Corruption Policy, the guidelines regarding comps (meal and hotel stays to casino customers) for
government officials, and the SOE and expense policy. LVSC also developed and implemented enhanced
anti-corruption training, an electronic procurement and contract management system and also enhanced its
screening of both third parties and new hires and its contracting process.
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Consequences
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To settle the SEC’s claims that LVSC and its subsidiaries violated the FCPA’s internal controls, and books
and records provisions, LVSC agreed to pay a civil penalty of $9 million to the SEC. Although LVSC
undertook the remediation efforts outlined above, the SEC determined that it was necessary to engage an
independent consultant for a period of two years to ensure future compliance with the FCPA.
AAFERZ S HIEIE, 1517 LVSC RETFARIIER FCPA HIAEMEHIARMEFICEME, LVSC RIERNE
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Observations and Lessons Learned

MEBLER R ZEEIN

This settlement also reinforces lessons learned from other anti-corruption cases, including the need to:

ZARR RN R A X B R A PATF RN, SENTHLEZEHI:

e adopt robust controls -- including due diligence -- over the use of third parties in China (which
continues to be an area of focus for both US and Chinese regulators), as while the use of third
parties may have been LVSC’s normal business practice, such use hampered its ability to properly
document its transactions, especially where such third parties were not under its control and, at
times refused to provide access to their own books and records;

AFEFERE=AFRITRAENNEGHER---SRRRFE (XFNEXEMPEBRENMNERE
B , W LVSC AEWHESNEEENTREMAE=H, MEBHELEEEMNEXXZZHITICR,
HARAELKREE=ZFTZHAR, BEMEERHLRKBEERER;

e timely investigate and remediate reports or findings of improper activity, broadening the scope of an
internal investigation as necessary if signs show more systemic misconduct;

EEHAEARHITARER L MH R KGR, MBETERFPEZRZGEEAHITAH, WET KARAE
BIEHE;

e develop and implement effective internal controls designed to verify expense claims and ensure that
reimbursed funds are used for appropriate purposes, including gifts, meals, entertainment, and
travel; and
FITT RBUTERIAEMESIHEIE, MBEARIFHITRE, URBRIMENESHATESEN, 815
L. BIR. BEMER;

e ensure that a company’s compliance program extends to its foreign subsidiaries and joint ventures,
with a focus on robust financial accounting controls, easy access by employees of foreign
subsidiaries and joint ventures to company anti-corruption policies, requirements, and trainings, and
the provision of on-the-ground compliance personnel for high-risk foreign jurisdictions.
WARLRANSAFEEHEZRIMEFLRRSEEAR, HHEBANNMSSIHES, BRMNETFL
AMERARANATRESHMEFARRBYEIR . ERFFVNARIGSXEIEEXEE L EN
AE‘\O

The settlement also illustrates how regulators view historical conduct -- in this case dating back nearly a
decade -- through the lens of present-day compliance expectations, rather than expectations at the time of
the misconduct.

R X I EHADIN AR AT I TR - EARGH, KEVEHZEIE 10 FARRITH - FHIL
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If you have any questions concerning the material discussed in this client alert, please contact the
following China-focused members of our Global Anti-Corruption practice group:
NRENAZFBFRATIRTHL MR B EAEE), BIRERN 2R E Bl SETEHER TS
B 5.

Eric Carlson fu[f[.5; (Shanghai) +86 21 6036 2503 ecarlson@cov.com
Hui Xu %% (Shanghai) +86 21 6036 2508 hxu@cov.com
James Yuan %1 (Shanghai) +86 21 6036 2516 jyuan@cov.com
Ping An Z43F (Shanghai) +86 21 6036 2512 pan@cov.com
Anna Zhao #X75 (Washington) +1 202 662 5449 azhao@cov.com
Huanhuan Zhang 5k ¥i ¥k (Shanghai) +86 21 6036 2515 hzhang@cov.com

This information is not intended as legal advice. Readers should seek specific legal advice before acting with regard to the subjects
mentioned herein.

FNEBERREAEZRERL. HAEEERFNFRENETREITHRIE S REFERER.

In an increasingly regulated world, Covington & Burling LLP provides corporate, litigation, and regulatory expertise to help clients navigate
through their most complex business problems, deals and disputes. Founded in 1919, the firm has more than 800 lawyers in offices in Beijing,
Brussels, London, Los Angeles, New York, San Francisco, Seoul, Shanghai, Silicon Valley, and Washington.
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This communication is intended to bring relevant developments to our clients and other interested colleagues. Please send an email to
unsubscribe@cov.com'] if you do not wish to receive future emails or electronic alerts.

ABAEEMRNNEAREMENBHRFRMAXNENS. MREFRAFLERRBEHEFER, HLZBRIBE unsubscr ibe@cov. com.

© 2016 Covington & Burling LLP. All rights reserved.
© 2016 RICIR-HRBIMESFT. REBEHNF.

COVINGTON


http://www.cov.com/practice/international/Anti_Corruption/
http://www.cov.com/practice/international/Anti_Corruption/
mailto:ecarlson@cov.com
mailto:hxu@cov.com
mailto:jyuan@cov.com
mailto:pan@cov.com
mailto:azhao@cov.com
mailto:hzhang@cov.com
mailto:unsubscribe@cov.com?subject=Unsubscribe%20from%20e-alert

	Background and Alleged Misconduct
	背景及被指控的不当行为
	Cooperation and Remedial Efforts
	配合和补救措施
	Consequences
	相应的后果
	Observations and Lessons Learned
	观察结果及经验教训


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



