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Boston Scientific’s FCPA Problems Go Beyond Vietnam ... Again

™  Summary and Opinion: Are we back in China?
Boston Scientific had a relatively recent FCPA
investigation involving China it never disclosed.
It ended just two years before a disclosed one

involving Vietnam started. In Aug-2024, the company said

its Vietnam FCPA investigation has expanded. Not good.

d

e In Aug-2022, Boston Scientific first disclosed that in
Mar-2022, "it received a whistleblower letter alleging
Foreign Corrupt Practices Act violations in Vietham.”

e We doubt many investors caught this. In its most
recent 10-Q, filed in Aug-2024, the company tells us
the Vietham FCPA investigation has expanded. It
now involves “foreign regulators,” “other potential
concerns in Vietnam,” and, “other countries,” none of
which have been identified.

e This is new information, from our research. Boston
Scientific had a recent and separate FCPA
investigation involving China it never disclosed. It
ended in Feb-2020, just two years before the new one
in Vietnam started in Mar-2022. We have a document
showing the China FCPA investigation was expansive,
with a five-year look back to 2013. (Excerpts below.)

Think about it: The Vietnam FCPA exposure was disclosed,
and relatively quickly too. But a seemingly larger FCPA
investigation just two years earlier involving China was
not? It doesn’t add up.

Now, consider this: When the Vietnam matter was first
disclosed in Aug-2022, Boston Scientific assured investors
it was, “cooperating with government agencies while
investigating these allegations.” Now, fully two years
after that first disclosure, the company still hasn’t said a
peep about the results of its internal investigation. Why?
When they can, companies are quick to tell you when their
internal investigations find no wrongdoing. But when they
find problems, many stay silent, recognizing few investors
will think to follow-up. That appears to be the case here.

DI’s Take: Why the Vietnam FCPA Exposure is Bad

Boston Scientific’s management and board previously
concluded they could keep you in the dark on an
expansive FCPA investigation involving China. Yet they
judged a more recent Vietnam FCPA exposure had to be
disclosed? That reveals their view on the Vietnam matter.

Further, that earlier FCPA investigation involving China
created an investigative record for Boston Scientific.
Regulators have long institutional memories on these
things. With jaded eye, earlier promises made to go forth
and sin no more will now be resurrected and challenged.

The fact Boston Scientific’s Vietnam FCPA investigation
has now expanded begs these important questions:

e  Where / How has it expanded?

e Why are you telling us now?

e Areinvestigators focusing on China again?

e If not, why are you not identifying the countries and
regulators involved in the expanded investigation?

The absence of detail on these items leaves you unable to
adequately assess the added risk to Boston Scientific now.

Finally, we note that FCPA matters are often blown-off by
investors. That’s a mistake. Ask yourself: What’s the
proper accounting treatment for a bribe?

e At their core, FCPA investigations are about
deficiencies in accounting and internal controls.

e Further, as an SEC investigation proceeds, the
pressure can build to rein-in practices previously used
to conduct business. This can make it harder to hit
revenue and profit targets that were previously met.

—John P. Gavin, CFA

Investigation timeline with document excerpts below.
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Timeline of Boston Scientific’s
Vietnam FCPA Investigation

Mar-2022: Boston Scientific received a whistleblower
letter alleging Foreign Corrupt Practices Act violations in
Vietnam. It was not disclosed for five more months.

From the Boston Scientific 10-Q filed on 04-Aug-2022:
First disclosure of Vietnam whistleblower letter.

In March 2022, the Company received a
whistleblower letter alleging Foreign Corrupt
Practices Act violations in Vietnam. The Company is
cooperating with government agencies while
investigating these allegations.

From the Boston Scientific 10-K filed on 23-Feb-2023:
First disclosure of an SEC subpoena.

In March 2022, the Company received a
whistleblower letter alleging Foreign Corrupt
Practices Act violations in Vietnam. The Company has
received related subpoenas for documents from the
Office of the U.S. Attorney for the District of
Massachusetts and the Securities and Exchange
Commission. The Company is cooperating with
government agencies while investigating these
allegations.

DI’s Take: We note the earnings call held 01-Feb-2023
was again silent on the Vietnam exposure and the related
US Attorney and SEC subpoenas.

DI’s Take: For five months, Boston Scientific did not think
the whistleblower allegations were serious enough to
disclose. Something changed to alter their thinking on
that. Further, since this first disclosure, at no time has
Boston Scientific spoken to the results of its own
investigation into the Vietnam  whistleblower’s
allegations. We note the earnings call held 27-Jul-2022
was silent on the Vietnam exposure.

Oct-2022: Boston Scientific received a DOJ subpoena
related to the FCPA allegation.

From the Boston Scientific 10-Q filed on 03-Nov-2022:
First disclosure of receipt of an Oct-2022 DOJ subpoena.

In March 2022, the Company received a
whistleblower letter alleging Foreign Corrupt
Practices Act violations in Vietham. In October 2022,
the Company received a subpoena for documents
from the Office of the U.S. Attorney for the District of
Massachusetts. The Company is cooperating with
government agencies while investigating these
allegations.

DI’s Take: Asyou can plainly see, in that 10-Q, only the US
Attorney’s involvement was disclosed, but not the SEC.
That’s unusual, as FCPA investigations are typically
conducted by both the SEC and DOJ at the same time. The
earnings call held 26-Oct-2022 was silent on the Vietnam
exposure and the related US Attorney subpoena.

Document excerpts next page.

The above disclosure was then repeated in every quarterly
filing since that 10-K in Feb-2023, with no update or
further detail. That is, until the 10-Q filed on 01-Aug-2024.

The Aug-2024 10-Q is the first time we learn Boston
Scientific’s Vietnam FCPA investigation has now expanded
in three troubling ways.

As highlighted below, it now involves “foreign regulators,”
“other potential concerns in Vietnam,” and, “other
countries,” none of which have been identified.

From the Boston Scientific 10-Q filed on 01-Aug-2024:

Like many healthcare companies, the Company
receives inquiries and has ongoing discussions with
governmental agencies with respect to the
Company’s operations, such as the Securities and
Exchange Commission (SEC), the Department of
Justice (DOJ) and foreign regulators, including its
operations in Vietnam with respect to alleged Foreign
Corrupt Practices Act (FCPA) violations the Company
received in March 2022. The Company has received
related subpoenas for documents from the DOJ and
the SEC with respect to the Vietnam matter, and is
cooperating with the government while investigating
these allegations. From time to time, the Company
also self-discloses potential concerns to regulators. In
the course of Vietnam-related discussions with the
DOJ and SEC, the Company has disclosed that it is
investigating other potential concerns in Vietnam and
other countries.
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Excerpt from SEC document request
Sent to Boston Scientific on April 03, 2018

ATTACHMENT A
In the M FB Scientific C ion. B-03188
April 3,2018 s
|sclpsure.
Definitions Q.i!_%b,_t

As used in this Attachment, the words and phrases listed below shall have the following
meanings:

1. “BSC” means the entity doing business under the name “Boston Scientific Corporation™
including parents, subsidiaries, affiliates, predecessors, successors, officers, directors,
employees, agents, general partners, limited partners, partnerships and aliases, code
names, or trade or business names used by any of the foregoing.

2. “BSC-China” means the entity doing business under the name “BSC International
Medical Trading (Shanghai) Co., Ltd.” and/or “BSC Medical Device Technology
(Shanghai) Co. Ltd.” including parents, subsidiaries, affiliates, predecessors, successors,
officers, directors, employees, agents, general partners, limited partners, partnerships and
aliases, code names, or trade or business names used by any of the foregoing.

3. “CRM?” means the Cardiac Rhythm Management business unit of BSC-China.

4. “HKMD" means the entity doing business under the name Hangzhou Kanglu Medical
Device Company including parents, subsidiaries, affiliates, predecessors, successors,
officers, directors, employees, agents, general partners, limited partners, partnerships and
aliases, code names, or trade or business names used by any of the foregoing.
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Excerpt from SEC document request
Sent to Boston Scientific on April 03, 2018

Documents to be Preduced isclpsuge
@nsight

W P A B ™

L Documents or information sufficient to identify all complaints (anonymous and
otherwise) of bribery and/or potential violations of the Foreign Corrupt Practices Acts (“FCPA™)
concerning BSC-China, its employees, agents, or business partners.

2. Documents or information sufficient to identify all FCPA and/or anti-corruption related
internal audits or risk assessments (internal or outsourced) conducted by BSC concerning the
CRM at BSC-China, HKMD, or[ZF®7] Please include the date of the audit/engagement, the
nature of the project, the scope and any written summaries/reports prepared as a result.

3 Documents or information sufficient to identify all investigations conducted by BSC
concerning allegations of bribery and/or potential violations of the FCPA by BSC-China, its
employees, agents, or business partners.

isclpsure.
4. Copies of all executed distributor agreements in place with HKMD. Minsight

5. Documents or information sufficient to identify all entities (including but not limited to
business partners, distributors, and other third parties) used by BSC-China to distribute its CRM
products in the Zhejiang province.

6. Documents or information sufficient to identify all onboarding or vetting of HKMD,
including but not limited to documents sufficient to identify the ownership of HKMD.

2 Information sufficient to identify the BSC and/or BSC-China employees responsible for
managing the relationship with HKMD.

8. Documents or information sufficient to identify total revenues generated from CRM sales
in the Zhejiang province by hospital by product and by price per product sold.

9. Documents or information sufficient to identify the average sales discount given to
HKMD for CRM sales in the Zhejiang province on an annual basis from 2013 through 2017.

10.  Documents or information sufficient to identify all direct payments made or credits Lsg'?;“h' ‘t’.
provided by BSC-China to HKMD related to CRM business. o e A i

11.  Documents or information sufficient to identify all direct payments or credits provided by
BSC-China to CRM end customers (hospitals) in the Zhejiang province.
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SEC Investigation Termination Letter
Sent to Boston Scientific on February 25, 2020

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
BOSTON DISTRICT OFFICE
33 ARCH STREET, 23*° FLOOR
BOSTON, MA 02110-1424

DIVISION OF
ENFORCEMENT

February 25, 2020

By Email and UPS

James Volling, Esq. ar
Faegre Baker Daniels LLP :_]S(szl?suhr?.
2200 Wells Fargo Center HEn S m\.g.......-
90 South Seventh Street

Minneapolis, MN 55402
Email: James.Volling@FaegreBD.com

Re:  In the Matter of Boston Scientific Corporation (B-03188)
Dear Mr. Volling:

We have concluded the investigation as to Boston Scientific Corporation (“Boston
Scientific”). Based on the information we have as of this date, we do not intend to
recommend an enforcement action by the Commission against Boston Scientific. We are
providing this notice under the guidelines set out in the final paragraph of Securities Act
Release No. 5310, which states in part that the notice “must in no way be construed as
indicating that the party has been exonerated or that no action may ultimately result from
the staff’s investigation.” (The full text of Release No. 5310 can be found at:

: ivisi l1s-release.pdf.)

Sincerely

NBLDKTHC)
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Disclosure Insight research provides data, commentary, and analysis on public company interactions with investors and with
the SEC. Our work is heavily reliant on company disclosures and our expertise in using the Freedom of Information Act.

Important: The SEC reminds us that its assertion of the law enforcement exemption should not be construed as an
indication by the Commission or its staff that any violations of law have occurred with respect to any person, entity, or
security.

The data reflected in this report are only current as of the dates indicated for each individual company. SEC investigative
activity could theoretically begin or end after the date covered by the latest information in this report which would not be
reflected here. Similarly, public company activities and/or disclosures made since the dates indicated herein could impact
your analysis. Companies with undisclosed SEC investigations are maintained on our Watch List of companies with
undisclosed SEC investigations.

To learn more about our research process, including how to best use this information in your own
decision-making, click here.

Our Terms of Service, relevant disclosures, and other legal notices can be found here.

Copyright Warning and Notice: The works of authorship contained in the accompanying material, including but not limited to all data,
design, text, images, charts and other data compilations or collective works are owned by Probes Reporter, LLC or one of its affiliates and
may not be copied, reproduced, transmitted, displayed, performed, distributed, rented, sublicensed, altered, or stored for subsequent use,
in whole or in part in any manner, without the prior written consent of Probes Reporter, LLC.

Photocopying or electronic distribution of any of the accompanying material or contents without the prior written consent of Probes
Reporter, LLC violates U.S. copyright law, and may be punishable by statutory damages of up to $150,000 per infringement, plus attorneys’
fees (17 USC 504 et. seq.). Without advance permission, illegal copying includes regular photocopying, faxing, excerpting, forwarding
electronically, and sharing of online access.

Intellectual Property
© 2016-2024, Probes Reporter, LLC; Disclosure Insight, Inc. All rights reserved. Probes Reporter®; They Know it. Now You

Know 1t.®; Better Disclosure for Better Decisions®; Disclosure Insight®; Assess the Risk. Achieve the Return.®; DI™; and,
Disclosure Games®, are trademarks of Probes Reporter, LLC and are proprietary.
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