The views expressed in this presentation are the views of the author/s and do not necessarily reflect the views or policies of the Asian Development Bank,
or its Board of Governors, or the governments they represent. ADB does not guarantee the accuracy of the data included in this presentation and accepts
no responsibility for any consequence of their use. The countries listed in this presentation do not imply any view on ADB's part as to sovereignty or
independent status or necessarily conform to ADB's terminology.
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Main Objectives

Increase understanding and compliance with
ADB'’s Anticorruption Policy

Raise awareness of potential irregularities in
procurement and contract implementation

Engage In the fight against corruption
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Presentation Structure

_ 1. Why are we here?

_ 2. Whatis fraud and corruption?

- 3. Where Is there fraud and
> corruption?

_ 4. How can you ACT? ﬁ
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Vicious Circle
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Bribery Hurts Development

% of population
who paid a bribe in
the past year™

M less than 30%

M 30%- 60%

more than 60%

GOAL: END POVERTY

PEOPLE LIVING
IN POVERTY

Percantage of the population
wing below USE1 a day (FPF)
20092070y

8% 17%
E—

GOWL: GENDER EQUALITY

38%

GIRLS MISSING OUT
ON EDUCATION

Percantage of girls missing secondary
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20%
10% .
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CHILD BIRTH ?
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Source: Transparency International (2014)

GOAL: ENVIRONMENT, WATER AND SANITATION

PEOPLE WITHOUT
ACCESS TO TOILETS
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an improved sanitation facilty (2011)

449 61%
2
GOAL: EDUCATION
CHILDREN NOT a'l'?.]
FINISHING SCHOOL b
Percantage of pupils starting grade 1 who
do nat reach last grade of primary school
(2010/2011)
50%
9% 18%
]
GOAL: CHILD HEALTH
CHILDREN NOT g
LIVING PAST l_-‘_l".fE
pac eyt ofage ot 1,000 87 children

live: birtha

50 children

14 children
T



Why are we here?

Summary

Fraud and corruption result in incomplete,
sub-standard, or undelivered project outputs

Corruption is linked to failure of public

service delivery, and human
underdevelopment
D [
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1. Why are we here?

2. What iIs fraud and corruption?
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Aslan Development Bank

An Asia and Pacific region
free of poverty.

To help its developing member
countries reduce poverty and
Improve the quality of life of
their people.
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(1968-2016)

Education
7%

Transport and ICT
35%

Health
4%
Industry and Trade

1%

Multisector
1%

> $220 billion
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DB’s Anticorruption Policy
|

Highest
Ethical
Standards

OUR FRAMEWORK Policies and Strategies

http://www.adb.org/site/integrity/publications



ADB’s Anticorruption Policy

Procurement Guidelines (Para 1.14)
Guidelines on Use of Consultants (Para
1.23)

Loan and Grant Agreements

Standard Bidding Documents (Section 1,
Clause 3, 4)

Contracts

Prequalification Documents

Project Administration Instructions

Request for Proposals ﬁ .
d ADB




Initial contact for
>y allegations of integrity
violations
/@) S

/i

Undertake Project

&-

Investigate
1G Procurement-Related | allegations of fraud
. ~ Review (PPRRs) | and corruption ~
|-Ii||'mlll:l|\ ™~

I):

Y
Promote | & /7
awareness of Integrity Due J
*A Anticorruption Diligence
— | Policy




Integrity Violations

Conflict

Misconduct T of Interest

Coercion Collusion

Obstructive

~)

YEARS

Practice

MDB harmonized definitions
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Corruption

Bribery
Kickbacks

15
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False claims
Forged records
Misrepresentation

Failure to disclose
Information
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“If u don’t give me conftract u
will be sorry.”

Coercion

Blackmail
Extortion

« Threat
» Torture

17
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Pre-negotiation
of award

Bid rotation

Bid rigging
Leaking of bid
Information and

technical
specifications
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Abuse

{1 |

Theft of equipment
and supplies
purchased for an
ADB-related activity

Improper or
personal use of
ADB-purchased
equipment and
supplies
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Conflict of Interest

Family interests
or nepotism

Related bidding
companies

Consultant
drafted his/her
own TOR




Obstructive Practice

= Lying to ADB
Investigators

» Destroying,
concealing, or
withholding
evidence

21



egations of Integrity Violations

Overall Investigations (1998-2016)
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egations of Integrity Violations

Sanctioned

Firms 125
Sanctioned
Individuals e

{ACT to fight corruption!




Coercion
2%

Fraud/Corruption

Conflict of Interest
2%

1%
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RemedialfActions against Proven Integrity

Violations
Temporary ]
Suspension < Indefinite

g/
~ Debarment

~ <» Debarment with
) Conditional
Reinstatement

Restitution/

«» Conditional
Remedy

Non-Debarment
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Remedﬁ@ns against ProventIntegritys—
Violations

Harm caused, project/matter in
questions, or ADB’s interests

Sophistication of the integrity
violation

Aggravating Level of oversight and involvement

circumstances Significance of the role played

Max for Individuals: None

: If the integrity violation continues or
Max for Firms: 7

Is ceased upon knowledge of the
investigation

Mitigating
circumstances Degree of cooperation during
investigation

Previously or currently sanctioned

) AR

Others
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Current

contract

When under Contract

Future tenders ) ntr
sanction... variations

Reinstatement

¥




Futuré&®¥nders When under Co_nt_r st
sanction... varie.ilons
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Conseguences of Integrity Violations in
ADB-financed Projects

Sanctions of firms or individuals

Suspension of the loan or grant allocations
Termination of loan or grant allocations
Reimburse ADB for misused loan and grant
proceeds

Changes in administrative arrangements
Request to investigate or change government

staff
O
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1 www.adb.org/integrity

pm“ ASIAN DEVELOPMENT BANK thsr Careers Contacts | Al M eoarch

About ADB News & Events

Data & Research Publications Countries Projects Focus Areas  ADB Institute

ANTICORRUPTION AND

INTEGRITY

Main

Overview

Report Fraud or Corruption
Advisories

Integrity Due Diligence

Investigations

Sanctions

Project Procurement-Related
Reviews

Activities
News
Articles
Publications

Contacts

A > Anticorruption and Integrity >

Anticorruption and Integrity

In the Spotlight

0/ increase in ADB’s ADB Sanctioned 90 Entities Fo
125 A) sanctions in 2015 Violations in 2015 - OAl

ADB's Office of Anticorruption and Integrity <
companies and individuals for integrity violat

more than double the 40 sanctioned the pre\
reflecting expanded efforts to report corrupt :

Complaints Received
Sanctioned Entities (2014 - 2015) S

e

uil
Gl

Idivicusls ] i 40 50 L] 10

Fighting Fraud and Corruption in ADB Projects Report Fraud
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What is fraud and corruption?

Summary

ADB’s Anticorruption Policy
Role and responsibilities of OAl
Integrity Violations and their consequences
Complaints, investigations, and sanctions
Accessing ADB’s Sanctions List

x*
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' 1. Why are we here?

_ 2.What is fraud and corruption?

3. Where iIs there fraud and
/7 corruption?




Identification of Projects

~ Project
Completion and Preparation

Evaluation The and .
: Processing
Project

Supervision, CyC|e

Monitoring &
Reporting

Loan Approval

Project
Implementation




Procurement and Implementation

. Procurement Plan prepared by the EA/IA
. Bidding Documents prepared by the EA/IA

. Bids/Proposals submitted by
contractors/suppliers/consultants

. Bid Evaluation conducted by the EA/IA
. Contract negotiation, execution, and

supervision
§oo:
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2. Bidding Documents (red flags)

Section 3. Eligibility and Qualification Criteria set by
EA/IA

Construction Experience
Financial Situation

Section 6. Employer’'s Requirements set by EA/IA
Specifications - proprietary
Drawings - proprietary
Personnel and Equipment requirements
Restrictive local service requirements. .

Y
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2. Bidding Documents prepared by EA

Integrity Violations
Corrupt Practice (bribe, kickback)

Collusive Practice (arrangement between EA
and bidder/s, between bidders)

Conflict of Interest (between EA and bidder/s,

between bidders)
$ 2]



) :

3. Bids/Proposals from Bidders (red flags)

ection 2. Eligibility and Qualification Criteria
2. Qualification
2.1 Eligibility
2.2 Pending Litigation (against financial
statements)
2.3 Financial Situation
2.4 Construction Experience (“difficult to

verity” locations)
D [
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4. Contract Implementation

Delay In contract implementation
_ack of transparency

nflation of contract cost
Substandard equipment and services
Acceptance of defective works and services
Poor supervision and monitoring
Unqualified personnel
Unexperienced contractor

245
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5. FInancial Management

Poor record keeping of financial documents

Lack of required contract documents
(contractor’s performance security)

Poor management of project accounts

Delays in payments to contractors and
consultants

Insufficient verification of invoices
Weak project financial system
Systemic falsification of receipts )

; YEARS

-
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1. Why are we here?

2. What is fraud and corruption?
3. Where is there fraud and corruption?

4. How can you ACT?
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Cooperation Between
ASIAN DEVELOPMENT
BANK ond
NONGOVERNMENT
ORGANIZATIONS

Asian Development Bank

STRENGTHENING PARTICIPATION
FOR DEVELOPMENT RESULTS

An Asian Development Bank Guide to Participation

Asian Development Bank




What Is the role of
civil soclety
organizations?

‘“‘
tACT to fight corruption! \Jymas "



TRATEGY 2020 MIDTERM REVIEW:

To meet the development challenges of a rapidly-changing Asia-Pacific region, the Asian Development Bank (ADB) is
realigning its operations to emphasize inclusiveness, build resilience, and strengthen support for middle-income countries
in order to achieve greater results on the ground.

What is Strategy 20202 O
ADB’s Strategy 2020, approved in April 2008, reaffirms both ADB’s vision of an Asia and Pacific
free of poverty and mission to help its developing member countries improve their living conditions
and quality of life.

SIRATEGY2020

To achieve this, ADB supports
PPO regional

three complementary ntegration
development agendas :

egy 2020 includes five drivers of change that are stressed in all ADB operations:

-

Private Sector Good Governance and Gender Equity Knowledge Partnerships
Development Capacity Development Solutions




Midterm Review of
Strategy 2020

Meeting the Challenges of a
Transforming Asia and Pacific

ADB’s Strategic Priorities for 2014-2020:
Strengthening ADB’s Capacity and Effectiveness

e Financial resources and partnerships.

Civil society organizations will be
more involved in the design and
iImplementation of projects, and in
the monitoring of project activities
and outputs.
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Cooperation in ADB-financed project
/ activities
NGO involvement can contribute to:

responsiveness, accountabllity, and
transparency In project processes, and,;

iImproved delivery of project goods and
services

245
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NGO/CSO contribution to anticorruption

/ Awareness raising on integrity violations

Capacity development on recognizing and
detecting integrity violations

Monitoring and supervision of the project
Implementation

Conducting due diligence
Reporting integrity violations to OAI

b 2l
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KEY POINTS

ADB: DEEPENING COOPERATION
= | WITH CIVIL SOCIETY IN 2014

tion techs
hhhhhh

management.

FINDINGS OF AN EXPLORATORY INQUIRY
IN SOUTH ASIA

ASIAN DEVELOPMENT BANK

{ACT to fight corruption!

Accounts of
value-added
contributions of
CSOs to ADB-
financed
projects,
policies, and
programs.




How you should act...

Comply with ADB’s Anticorruption Policy

Report allegations of integrity violations to
OAl

ﬁ DO: Reportin good faith.
DON'’T: Report false or
misleading information

http://www.adb.org/site/integrity/how-to-report-fraud

48



ELEMENTS TO REPORT

= WHO?
@\ WHAT?




Confidentiality




/Whistleblower and Withess Protection

A complainant or person
reporting allegations of fraud
and corruption or misconduct Is
referred to as a whistleblower.

OAIl will make its best effort to
encourage and protect
whistleblowers and withesses




Help keep the funds
channeled as intended
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Corruption and fraud prevention can...

Strengthen economic development

| @Y save time

tACT to fight corruption!
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Summary

Increase understanding and
compliance with ADB’s Anticorruption
Policy

Raise awareness of potential
irregularities in procurement and
contract implementation

O
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If you have any questions,
contact:

OFFICE OF ANTICORRUPTION
AND INTEGRITY

Website: www.adb.org/integrity

Email: anticorruption@adb.org
Integrity@adb.org

Tel: +63-2-632 5004

Fax: +63-2-636 2152
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