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Chinese Walls and
Client Confidentiality

Elsa Kelly examines the issues raised by the recent

House of Lords decision in

Prince Jefri Bolkiah v KPMG (A Firm)

INTRODUCTION

The decision of the House of Lords
in Bolkiah v KPMG, handed down
on 18 December 1998, has for the
first time highlighted, at a higher
appellate level, the dangers of
erecting ‘Chinese walls’ within
large professional organisations
that customarily act for and against
large institutional clients and in
so doing acquire information of a
confidential nature which may
subsequently prevent them acting
against their former client.
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CHINESE WALLS
The term ‘Chinese wall’ is a reference to
the procedures taken by a firm to prevent
information obtained in the course of
acting for one client being disclosed to
other personnel in the same firm who are
acting for other clients to whom that
information may be important.
Historically, Chinese walls have
been the subject of some skepticism,
the procedures often amounting to no
more than a tacit agreement not to
discuss a case with personnel in other
departments. In the Bolkiah case
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Butterwurths Conveyancing and Property Law Handbook provides lawyers engaged in
conveyancing practice with a handy reference containing up-to-date materials on the
Conveyancing and Property Ordinance (Cap 219) and the Land Registration Ordinance
(Cap 128), the two most important Ordinances pertaining to conveyancing law and practice

in Hong Kong.

This Handbook reproduces the texts of the two Ordinances as currently in force, together
with details on all amendments and repeals made to each section. it also reproduces the
up-to-date texts of all subsidiary legislation to the Land Registration Ordinance.

Furthermore, this Handbook provides section-by-section annotations to each of the two
Ordinances. The annotations, which have been adopted from The Annotated Ordinances of
Hong Kong series, are written by experienced practitioners and academics. The annotations
encompass significant judicial decisions and other documents (including relevant Law
Society Circulars and Land Advisory and Conveyancing Office Circular Memaranda) on
individual sections of the two Ordinances, and provide notes ranging from definitions of
words and phrases to discussions on practical aspects and contentious issues relating to
particular sections. The annotations are fully cross-referenced, with comprehensive tables

on all cases and legislation referred to.

This Handbook sets out all the information that is ever likely to be needed on the two
Ordinances. It will prove indispensable to lawyers, government officials, businessmen, estate
agents, academics, students, and others who are engaged or interested in the dynamic and
ever-topical conveyancing law and practice in Hong Kong.
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however KPMG, one of the largest
accountancy firms in the world, went
to great lengths to instigate procedures
designed to maintain confidentiality
between departments within the firm
to protect their former client’s
confidentiality. It is for this reason that
the case is of such interest to the legal
and accountancy professions in general.

THE Facts

Background

The appellant (Prince Jefri) is
the youngest brother of the Sultan
of Brunei. They got on well until
March 1998, when there was a falling
out. Prince Jefri was a former Minister
of Finance and for many years was the
Chairman of the Brunei Investment
Agency (BIA). The BIA was formed to
hold and manage the General Reserve
Fund of the Government of Brunei and
to provide the Government with
money management services (the
exact size of the BIA’s funds is secret
but they are valued in many billions
of US dollars). Since the BIA's
establishment in 1983, KPMG
conducted the annual audit of its core
funds. Over the years numerous large
transfers of capital (‘the special
transfers’) were made out of the core
funds but did not form part of KPMG's
audit. KPMG were required to accept
an annual representation from the
Board of the BIA (of which Prince Jefri
was Chairman) that the transfers
were made on behalf of the Brunei
Government. In addition to their
audit work, KPMG also carried out
associated advisory and consultancy
work for the BIA. This resulted in a
long and close working relationship
between the BIA and KPMG.

Project Lucy

Between 1996 and 1998 KPMG were
also retained by one of Prince Jefri’s
companies on his behalf to conduct an
investigation in connection with major
litigation in which he was personally
involved with former business partners,
two brothers named Manoukian.
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