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Presentation Notes
Good afternoon, everyone! 

Thank you for giving us the opportunity today to make this presentation on ADB’s integrity training. OAI presents such learning events to build the ability of its developing member countries to fight corruption, improve the quality of dialogue on governance issues, and help ensure adherence to ADB projects to the highest ethical standards.






Objectives

Increase awareness of potential integrity risks 
and remedial actions 

Refresh your knowledge of ADB’s Integrity framework 

Improve skills in corruption and integrity risk detection, risk 
assessment, and prevention
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Presentation Notes
The objectives from today’s session are:

To increase awareness of potential integrity risks and remedial actions;

Refresh your knowledge of ADB’s Integrity framework; and 

To improve your skills in corruption and integrity risk detection, risk assessment, and prevention.




Strategy 2030

Strengthening governance and 
institutional capacity

ADB will support governments efforts to 
eradicate corruption

ADB will promote effective, timely, and 
corruption free delivery of public services

ADB will implement anticorruption 
measures in all ADB projects and programs

Presenter Notes
Presentation Notes
ADB’s Strategy 2030 identifies strengthening governance and institutional capacity as one of seven operational priorities for a prosperous, inclusive, resilient, and sustainable Asia and the Pacific. 

ADB will support government efforts to eradicate corruption;
ADB will promote effective, timely, and corruption free delivery of public services; and
ADB will implement anticorruption measures in all ADB projects and programs.

OAI promotes the implementation of this operational priority through a combination of activities aimed at (1) prevention and compliance, and (2) enforcement. 




Integrity Risk Impact
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Presentation Notes
Integrity risks involve the diversion of project funds from their intended purpose due to fraud or corruption. We will look now at the impact of integrity risks.




Corruption is the 
single greatest 
obstacle to economic 
and social 
development around 
the world.

“ Every year, $1 trillion is paid 
in bribes, while an estimated 
$2.6 trillion are stolen annually through 
corruption.

A sum equivalent to more than 5% 
of the global GDP. 

United Nations Security Council 10 September 2018 

Presenter Notes
Presentation Notes
The risk of corruption and other integrity-related violations cannot be understated. It is significant. 




Probability and Likelihood
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What is the probability and likelihood that your project may significantly be impacted by integrity risks and poor internal controls? 

In 2020, the Association of Certified Fraud Examiners undertook a study of over 2,500 cases from 125 countries. It was estimated that those 2,504 cases alone caused total losses of over USD 3.6 billion. Corruption was the most common scheme and they estimated that every year, 5% of revenue is lost to fraud which translates to an average of USD 1.5 million for each case. 





Click to add information/images

Primary internal control 
weaknesses contributing to 
corruption and fraud 
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The lack of internal controls topped the list at 32%. This is followed by the ability to override existing internal controls and the lack of management review – both at 18%. Poor tone at the top at 10%. The lack of competent personnel in oversight roles at 6%. And the lack of independent checks/audits at 5% rounded up the top weaknesses. 
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Presentation Notes
The following headlines are fictitious and used for illustrative purposes only. However, imagine if these headlines involved your project. 




ADB’s Anticorruption Framework

Promoting efficient, 
effective, accountable, 
and transparent public 

administration including 
good governance and 

capacity building

Supporting 
anticorruption efforts 
in the region through 
quality dialogue with 

the DMCs

Ensuring that ADB 
projects and staff 

adhere to the highest 
ethical standards

ADB defines corruption as the abuse of public or 
private office for personal gain
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ADB’s Anticorruption Policy

ADB has a “zero tolerance” policy when it comes to matters of fraud and corruption and other integrity violations.

An Integrity violation is any act which violates ADB’s Anticorruption Policy.

ADB defines a Corrupt Practice as the offering, giving, receiving, or soliciting, directly or indirectly, anything of value to influence improperly the actions of another party.

ADB’s stance on anticorruption is intended to reduce the burden that widespread corruption places on the economies of the Asia and Pacific region, and on the economic growth of ADB’s Developing Member Countries (DMC). The policy is centered upon three objectives:

Promoting efficient, effective, accountable, and transparent public administration including good governance and capacity building;
Supporting anticorruption efforts and improving the quality of our dialogue with DMCs on a range of governance issues, including corruption; and 
Ensuring that ADB projects and staff adhere to the highest ethical standards. 




ADB’s Anticorruption Framework

Policy and 
Guidelines 

Operational 
Instructions

Administrative 
Orders

Applies to executing and implementing 
agencies, contractors, consultants, suppliers, 
ADB staff, and anyone connected to an ADB-
financed, administered, or supported activity.

Presenter Notes
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ADB’s Anticorruption Policy applies widely to many stakeholders. 

It applies to all ADB staff, EAs/IAs, contractors, consultants, suppliers, and anyone that is connected to an ADB-financed, administered, or supported activity. 

The Anticorruption Policy is incorporated in ADB’s guidelines, operational instructions, and administrative orders. 

It is critical to understand the very long reach of this policy. When you are engaging with your counterparts in your project, they should fully understand their obligations to act, at all times, with the highest ethical standards.




Project Implementation Processes

Bidding
Prequalification; bidding documents 
preparation; and bid advertisement, 
submission, and opening

Bid evaluation
Assessment of bidders’ compliance with 
bidding requirements, and preparation 
and approval of evaluation report

Contract award
Post-bid evaluation activities until contract
is awarded and signed

Contract administration
The management of the day-to-day 
practicalities and administrative 
requirements under the contract

Output monitoring
Engagement with/supervision of 
contractors, consultants, and suppliers in 
relation to project outputs

Asset control
Safeguarding and maintenance of project 
assets including asset inventory

Expenditure management
Approval and processing of payments for 
project expenditures

Financial reporting
Project accounting and auditing

Procurement                                Contract & Asset Management                         Financial 
Management 

These sub-processes reflect those assessed by OAI and do not necessarily reflect all sub-processes that exist within each process.
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Project implementation may include three main processes: procurement; contract and asset management; and financial management. 

In each subprocess or stage during the life cycle of a project, there are red flags which may indicate the occurrence of integrity violations. 

It can be at the bidding stage and that could be on the prequalification; bidding documents preparation; bid advertisement, submission and opening. 

Or during bid evaluation - where bidders’ compliance with bidding requirements is assessed and the evaluation reports are prepared and approved. 

Or during contract award - when post-bid evaluation activities are done until the contract is awarded and signed. 

Oftentimes, people may focus their efforts on the pre-contract stage: that is., during the bid and evaluation stage. However, activities post contract award are also critical given that we already have a live contract. 

Once a contract has been awarded the contract and asset management activities should be closely looked into. These include administration of the contract on a day-to-day basis; output monitoring by engaging with or supervising contractors, consultants and suppliers; and asset control by safeguarding of project assets including asset inventory. 

For financial management throughout the lifecycle of the project, one should ensure that expenditure management is in place for the approval and processing of payments; and that financial reporting is sound through project accounting and auditing.





Recognizing and Reducing Risk 
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What can we do to mitigate these risks? The most important thing is to recognize the risk and then take the necessary actions to mitigate or reduce the risk.




 Be alert to the 
red flags of 
integrity risks.
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What are expectations from everyone in the EAs/IAs and project team with regards to mitigating integrity risks in projects? 

Project personnel should be familiar with and alert to red flags of integrity risks. Red flags are indicators of irregularities, which may indicate integrity risks.

To be successful in detecting and managing integrity risks, it is essential that you know, understand, and recognize what red flags are. It is also essential to have controls in place to prevent, detect, and deter integrity risks. Remember, an ounce of prevention is better than a pound of cure.




Perform integrity due diligence

Process of checking the 
accuracy of information of 

a business or individual 
prior to, during, and after 
engaging in a contract and 

informs risk mitigation 

Presenter Notes
Presentation Notes
Familiarity to red flags of integrity risks will be invaluable as the EA/IA performs due diligence procedures. Relatedly, the importance of performing due diligence procedures during the different stages of project implementation to preventing and/or mitigating integrity risks cannot be overemphasized. This will become clearer in the next slide.

What is due diligence? It is a process of gathering information to check the accuracy of information of a business or individual prior to, during, and after engaging in a contract.




WHY? WHO? WHEN?

Presenter Notes
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Why? Due diligence allows informed decision making. 

It gives you a degree of comfort that the third party you are thinking of engaging with has the necessary skills and experience to provide the products and services that they are stating that they can, and for which, they are being considered for. That they are reputable and reliable with a good track-record. That they are a genuine entity. And that there are no identifiable risks of corruption or other integrity risks associated with them. If there are, how can these risks be reduced or mitigated. 
It also gives us some assurance that they are charging a fair market price for their goods or services. This is very important because sometimes the cost of bribes and trying to profit through fraud are actually built into bids. Or, a line item might be intentionally reduced lower because the contractor may never have had the intention of completing that particular scope of work.
The due diligence will also provide actual knowledge of integrity risks, or what we call red flags associated with the third parties that you are considering. Thus, you are able to assess those risks and think about how you can mitigate the risks to a manageable level. 
The due diligence will also make us aware of disreputable suppliers, contractors, and counterparties so that we do not associate with them. 
It really goes a long way to contributing to the safeguarding of the project and making sure that funds are going to their intended purpose.

Who?

Who examines bids in detail? Who prepares the bid evaluation reports?
It is the EA or the PMU? Thus, it is also primarily responsible for performing due diligence.

When?

Certainly prior to or before the project (procurement stages—prequalification, bid evaluation, contract awarding).
Continuously during the EA’s oversight of the contract, to ensure that it is implemented in line with the contract terms, such as when processing payments for eligible payees only.
Any time there is a significant change or likely to be a change – such as change in contractor, change in ownership… (contract variations



Factors in 
Conducting 
Due Diligence 

Beneficial ownership 

Financial background and Payment of Contract 

Competency of third party 

Public Records Resources: History of Corruption and Adverse News 

Reputation: Commercial References 

Approach to Ethics and Compliance 
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Among the factors that you should consider when conducting due diligence are: 

Beneficial ownership: Who actually owns or is the beneficial owner of the entity? Please note that the real or beneficial owner may actually not be the owner on record.

Financial background: What is the financial background of the entity? How solid are they? Are they able to fulfill their contractual obligations? Do they have a good track record of payments? 

Competency: Are they competent for the engagement they are being considered for? What is their skillset?

History: Do they have a history of corruption or any other adverse news? We are very fortunate nowadays that the internet allows us access to so much information -- so you can have a healthy level of skepticism.

Reputation: Do they have a good reputation? We should make sure that they really have that good reputation that they are holding themselves to. We should make sure that their commercial references are genuine and that we check on these. 

Ethics and compliance: What is the entity’s approach to ethics and compliance? Not all compliance programs will look the same. They should be tailored to the nature, scale, size, and scope of the operation. However, there should be some level where they are able to demonstrate their approach to ethics and compliance.





Conducting Due Diligence: Sanctions checks 

Help your EA/IA understand their obligations 

COMPLETE 
LIST

PUBLISHED LIST
Accessible to the public

Password-protected, 
accessible to: 
 ADB Staff 
 BoD
 Parties with a “need to 

know”: international 
organizations, bilateral 
and government partners 
 EAs and IAs
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Please note, ADB has two sanctions lists – the Published List and the Complete List.

The Published Sanctions List is accessible to everyone. 

On the other hand, the Complete Sanctions List, which includes the Published Sanctions List, is accessible to all ADB staff and those involved in ADB activities or endorsed by ADB with a need to know, including EAs and IAs.

A key difference between the two lists is that the Complete Sanctions List includes parties with a first violation, or parties that are under temporary suspension. These may not be included in the Published Sanctions List.

EAs/IAs need access to the Complete Sanctions List to ensure that only eligible firms and individuals are prequalified, evaluated, shortlisted and awarded ADB contracts.

It is also needed to monitor temporarily suspended or debarred entities which have existing contractual obligations, ensure a fair and competitive procurement process and reduce misprocurement, and avoid implementation delays resulting from improper awarding of contracts to a temporarily suspended or debarred entity. 




Requesting Access 

Sign up here 

Manual form 
available 

http://sanctions.adb.org

Presenter Notes
Presentation Notes
To obtain access, please request access online from OAI by signing up to the list. 

Alternatively, a manual / offline version of the form can also be downloaded, filled-up, and sent to the email address: integrity@adb.org. 


http://sanctions.adb.org/


Requesting
Access Make sure you fill 

in the name of an 
ADB project officer 
and email address 

who can verify 
your involvement 

in the project 
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Filling up the form is quite straightforward. However, make sure that the contact information of the ADB project officer is indicated so that OAI can validate that you do need access.

Once the request is submitted, you will receive a message showing that the registration has been successfully submitted and expect to receive an e-mail of successful registration.




Searches 
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Once you have access to ADB’s Complete Sanctions List, note that there is a search function on the top right-hand side. 

You can put in the name of an entity or a country there and begin the search. 

Just to note, the names that have been indicated as an example are public records. So, when a search was done for “Pakistan” for example, there were 215 documents. Depending on the size and scope of your search, searching by country may not be the most practical way of conducting the search. 




Search Functionality 

Search names using the search bar

Avoid including common terms when searching

Remove leading terms such as "M/S or M/S. or M/s" 
from company names

"Ltd", "Company", "LLC“

Example: Use “Pir Azmat" when 
searching for M/s Pir Azmat Shah & 
Sons

Presenter Notes
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When doing a name search and you want to search for a company, for example one named “Pir Azmat”:

Please use the search bar on the upper right-hand portion of the screen.

Avoid including common terms while searching because this may unnecessarily expand the search results. For example, if the entity is “LLC”, “LTD”, or “Company”, please drop those additional words and limit your search word to “Pir Azmat”. 

Remove leading terms such as M/S from company names or individual names. 




Searches
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In this example, a search of “Pir Azmat” brings up a page of entities known as  “Pir Azmat” and the Director of the firm that are debarred. 

The information shows you that these entities are debarred, their nationality, their addresses, ground/s, and the debarment start and end dates. 

As an example, the first entity was debarred from 13 July 2022 until 13 July 2028, which means that they are currently debarred. 

In such a case, the entity is not eligible to bid for or participate in an ADB-related project while debarred. 




Procurement of Goods and Works - Stages

Prequalification Technical 
BER

Financial 
BER

Contract 
Award

Withdrawal 
Applications

Contract Variations/ 
Modifications

Procurement of Consulting Services

Shortlisting Technical 
Proposals

Financial 
Proposals

Contract 
Award

Withdrawal 
Applications

Contract Variations/ 
Modifications

Executing agencies (EAs) are responsible 
for sanction screening

Presenter Notes
Presentation Notes
Executing agencies are responsible for sanctions screening at certain stages.

For procurement of goods and works, it is at pre-qualification stage, technical bid evaluation, financial bid evaluation, contract award, withdrawal applications, and any contract variations and modifications. 

When it comes to procurement of consulting services it is slightly different. It is at shortlisting stage, technical proposals, financial proposals, contract award, withdrawal applications, and any contract variations and modifications. 




United Nations Security 
Council Sanctions: 
Obligations
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Another obligation that executing and implementing agencies have is to ensure that any party that is engaged in an ADB project is not sanctioned by the United Nations Security Council.




United Nations Security Council Sanctions 

Search function 
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To check whether an entity or individual is sanctioned by the United Nations Security Council, you need to go to their webpage. 

We recommend that you go to the Consolidated List, as shown in the green box, instead of spending time looking through individual lists. 

Just to note, the website gives you a number of language choices aside from English, such as French, Russian, Spanish, Chinese, etc.




Mitigating Measures: Vulnerabilities in Bid Evaluation  

The executing/implementing agency should hold pre-bid meetings for high-value, high-risk, or complex 
procurement, where bidding requirements are carefully discussed with bidders. These requirements must be 
understood by the bidders and consistently applied by the BEC.

BEC/CSC members should undergo hands-on training on all aspects of bid evaluation, especially due diligence, 
before embarking on new bid evaluation assignments. Support from ADB regional departments, supervision 
consultants, and engaged procurement experts may be required. 

The BEC/CSC should check accuracy and completeness of information in BERs/Submissions before submitting 
these for ADB’s no-objection. For transparency, decisions made and justifications for deviations should be properly 
documented in the BERs/Submissions.
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Now that we’ve covered sanctions screening, let’s proceed to other due diligence procedures and mitigation measures that we can take to mitigate potential risks during the bid evaluation stage of the procurement process.

Significant responsibility rests on the bid evaluation committee (BEC). 

At the start, the EA or IA should hold pre-bid meetings for high-value, high-risk, or complex procurements, where bidding requirements are carefully discussed with bidders. The BEC must consistently apply these requirements. The aim is to ensure consistency in the interpretation of the requirements of the bidding and clarify any ambiguities that potential bidders may have identified.

BEC members should undergo detailed and practical hands-on training on all aspects of the bid evaluation, especially due diligence, before undertaking new bid evaluation assignments. Support from ADB regional departments, supervision consultants, and engaged procurement experts is required. 

The BEC should check the accuracy and completeness of information in bid evaluation reports before submitting these for ADB’s approval. For full transparency, decisions made and justifications for any deviations should be documented in the bid evaluation reports. 




Conflict of Interest

Presenter Notes
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I’d like to draw particular attention to conflict of interest checking that forms part of the eligibility checking during prequalification or shortlisting. 

A bidder is required to indicate any COI in its bid submission, for example, in the Letter of Technical Bid for civil works contracts; or the Bid Submission Sheet for supply contracts.

The EA/IA is highly recommended to verify the COI information that the bidder provided in these forms. 

The BEC members should also ensure that they themselves have no COI with the participating firms and/or any of their staff.

What does the EA/IA do when it identifies potential COI situations? The suggested approach is to collect as much relevant information as possible and reach out to the ADB project officer for initial guidance and subsequent sharing of the potential COI to OAI. OAI will assess the information and provide advice to the EA through the project officer. Depending on the case, OAI may advise to:

carve out tasks or work to another party if possible; or
replace experts that are conflicted.

If the COI cannot be mitigated, OAI may recommend to the EA/IA the disqualification of the firm and to proceed with the next ranked firm.

At times, OAI may request additional information from the EA/IA such as the terms of reference of the engagement to better understand the risks involved.




Red Flags

An expert, who had a very long and productive working relationship with the executing
agency (i.e., representing the executing agency in many situations, both on a retainer
and volunteer basis), assisted in the request for proposal preparation for a consultant
section. The expert was one of the nominated experts of the winning consulting firm in the
selection.

A director of a consulting firm who was hired to assist in the bidding activities (including
bidding documents preparation) was a key staff member of the winning firm in that bidding.

Presenter Notes
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Some of the red flags OAI encountered during its review of ADB-financed projects are depicted in the slide.

In the 1st red flag – The expert had a good relationship with the EA, and had been tapped to represent the chair of the Consultant Selection Committee (CSC). During the time the project was compiling expressions of interest from project consultancy firms, the expert corresponded with ADB on matters pertaining to evaluation criteria and scoring for shortlisting, and discussed evaluation criteria and scoring with CSC members. Hence, this is an obvious Conflict of Interest (COI) red flag. The CSC should not have sought the expert’s assistance, and the expert should have recused himself. The expert’s advice and actions cannot be assumed to be objective, and this may have compromised the bidding process.

The 2nd red flag is similar to the first in that the conflicted person, who is the director of a consulting firm in this case, had access to information that could be perceived to have been used in preparing proposals that allowed the firm to secure an unfair advantage over other competitors and win the contract.




Case study: The firm that prepared the project is in a 
Conflict of Interest (COI) situation

• A firm would like to submit an EOI for an EA-administered consulting 
assignment for detailed engineering design and project readiness support 
consulting services.

• The firm was part of a JV that ADB previously hired under a TA to develop 
and prepare the proposed project. Services rendered included preparing a 
feasibility level design for each subproject, and to prepare the TOR for the 
design and implementation consultants for the ensuing project.

• The consultant’s key deliverables for the (new) consulting assignment 
include, among others, a review of available studies and preparing a concept 
design that improves, upgrades, and fills gaps in the existing feasibility 
studies.

Presenter Notes
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Let’s look at an actual case that the EA referred to OAI through the project team.

Here are some of the case facts:

A firm would like to submit an expression of interest (EOI) for a consulting assignment for design and project readiness support.

The firm was part of a joint venture that ADB previously hired through Technical Assistance to develop the proposed project. Services rendered included preparing a feasibility level design for each subproject. 

The consultant’s key deliverables for the new consulting assignment included a review of available studies and preparing a concept design that improves, upgrades, and fills gaps in the existing feasibility studies.




Case study: The firm that prepared the project is in a COI situation

Finding: There is COI
• Consultant was tasked under the new contract’s TOR to review, 

assess, and evaluate the feasibility study prepared under a related TA
• The firm (if hired) will verify, update, improve, upgrade, and fill the 

gap in it’s JV’s work/output produced under the previous TA
• Firm is placed in a position where its interests could improperly 

influence its performance of its contractual obligations

Issue: Whether or not there is COI considering the firm’s involvement in preparing the project

Presenter Notes
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The EA consulted with OAI to determine whether there was COI.

In this case, OAI found that there is a COI:

Because under the new contract, the consultant would be effectively reviewing, assessing, and filling-in the gaps from the feasibility study that the firm contributed in under a previous ADB Technical Assistance. 

Therefore, there is a self-review threat that may compromise the firm’s output. 

The firm is placed in a position where its interests could improperly influence the performance of its contractual obligations.

Particularly, the firm would have the motive and capacity to hide deficiencies in the existing feasibility study if it were awarded the contract.

OAI’s advice was relayed to the EA through the project team.

Please note that a disclosed COI is not necessarily a disqualifying factor in bids. Rather, as long as the COI is disclosed, an adjustment to the subsequent bids would be needed to assure that the COI is adequately managed. 




Bidder’s Qualification

Presenter Notes
Presentation Notes
On bidder’s qualifications, this is probably where we see many cases of misrepresentations constituting fraud. 
The bidding documents generally require bidders to provide details about who they are, who their directors and key officials are, how they are managed, how are they constituted, and what is their legal address. 
Make sure that the bidder always includes its full legal name as indicated in the incorporation documents. 
We also need to know where they are incorporated and what their legal registered addresses are.
Equally important, be aware when a company within a group submits a bid. Make sure you know which of the companies within that particular group is actually submitting the bid, who is going to be the contracting party, and what their details are. 
There have been cases that OAI noted in the past where a member of a joint venture submitted the experience of a sister company and claimed it as its own. Fortunately, the BEC was able to identify this and appropriately did not consider the experience of the sister company as a valid experience for the participating bidder.




Evaluation and Qualification Criteria

Presenter Notes
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Perhaps one of the most important aspects when looking at bids in terms of fraud is, has the entity met the qualification requirements? 
Have they done comparable projects in the past that demonstrate that they have the capability and capacity to implement the project? 
Bidders normally need to submit various documents about their annual turnover, their available financial resources, and whether they are the subject of any litigation. We find that when a bidder falls short on one or two of these they embellish, change, or withhold data to match the bidding requirements. 
�Pending litigation
There is no problem if an entity is the subject of pending litigations. In fact, if it is a large construction firm it would be unusual if it has no pending litigation, and that may be a red flag in itself, especially if you're doing 50 to 100 contracts around the world. 
What is important is that litigation is assessed in relation to the bidding.

Financial capacity
In terms of financial capacity, what is important is that the bidder has sufficient available financial resources to meet the financial resources requirements of the bidding and its ongoing contractual commitments. 

Many of the red flags we’ve seen in our reviews involve the submission of fraudulent experience documentation. 
Some are easy to spot. For example, there were cases when we see material discrepancies between the submitted audited financial statements and bid forms. 
The bid forms are showing a rosy picture yet is not supported by audited figures to forcibly satisfy the requirements of the bidding documents. 
Some red flags identified required a little bit more work, such as when the PIU obtained info. from independent sources like the Registrar of Companies for the audited financial statements, or when the PIU directly confirmed the authenticity of documents with the issuing banks or previous employers.                              




Red Flags

Translation of certificates or supporting documents: bidding documents not clear from 
whom attestation should be obtained from. 

A bidding submission included bidder’s experience which looks unreasonably large in 
comparison to the nature of works and contracted period. It appears that one digit was 
added to the contracted price in the supporting documents. Notes were attached in a 
local language. In the photocopy of the supporting document submitted as part of the 
bid, the numbering was not aligned in a straight line.

The submitted bid included a set of photocopied bidder’s invoices as supporting their 
experience. No official receipt, certification of works completion, or other documents 
issued by the client were submitted.

Presenter Notes
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Here are some red flags that were identified during the evaluation of bids:

We often see a lot of fraud in completion certificates especially for previous projects used as reference. Providing references is important in determining whether a bidder has the experience to complete the contract. We have seen that bidders who do not meet the requirements will tend to adjust the disclosure of their relevant experience to fit the requirements. To do so they might forge or alter legitimate completion certificates. For this reason, certificates of completion should be certified. Another thing to look out for are alterations in these certificates of completion.  

On the second red flag. When reviewing submitted bids, some of the information provided is not consistent with what we expect to see. There's something wrong with the presented information. It could be an innocent error. Or maybe a clarification needs to be made to better understand the inconsistency or what appears to be an error. What should not occur is it should just be accepted as an error. 

The next red flag is on translation certificates on supporting documents. Bidders are allowed, and often submit supporting documents which are in languages other than in English. Usually, these will have to be translated into English to form part of the bidding package. Be careful of translations that look too perfect, and by that, I mean translations that seem to exactly meet the requirements for the tender. If it was required that an expert has 10 years’ experience and the translation of the certificate shows that he exactly has 10 years of experience, that may be an indication that something is not right. It's too perfect. Also take a look at the attestation or certification and who provided it. Is it a correct attestation of the document? Has it been done in-house or has it been certified? We have seen translations of supporting documents that say what the bidder wants to say, not what the actual underlying document says.






Bill of Quantities/List of Goods and Related Services

Presenter Notes
Presentation Notes
Many times, we see in the bill of quantities or list of goods and related services (LGSR) that is submitted there are there are similarities across all of the bids. There can be a perfect explanation for this. 
For example, a government agency will publish set rates for a set of items. 
However, there are times when a large proportion of the items in the bill of quantities (BOQ) are identical across several bids, which can be an indication of collusion. 
Such similarities in the BOQ/LGRS is a red flag that the EA should watch out for.
Other similarities in the BOQs submitted by bidders, which are red flags, include common spelling mistakes, same formatting style, or errors present in the same areas. 
These could indicate that the BOQs have been shared amongst the bidders, who in turn have colluded on how to bid. 
If the BOQ is forged or contain false information, it can be considered a fraudulent practice. 
Therefore, have a close look at the BOQ and compare it against those submitted by other bidders to see whether there are any strange similarities that do not make sense.
We have seen instances where a consulting firm was hired by several bidders in relation to the procurement of the same contract. 
In and of itself, there may be nothing wrong, but it can also be an indicator of a potential integrity risk that needs to be checked. 
If there is no reasonable explanation as to why this occurred, i.e., why there are so many similarities, then it needs to be reported so that it can be investigated.




Proposed Personnel/Experts

Presenter Notes
Presentation Notes
In consulting services contracts, the key experts are vital to the selection process, and they are generally required to submit CVs. 

It is important that the proposed experts sign these CVs or have provided authority to another party to sign the CV on their behalf. 

The experts need to confirm that they are available for the engagement, that they have given approval to the bidder to submit their CV, and that the qualifications indicated in the CV are accurate and that there is no fraud or misrepresentation.

We have seen cases where firms have indicated the name of an expert without the expert even knowing their CV had been submitted in a bid.




Red Flag Indicators

Translation of certificates or supporting documents: bidding documents not clear 
from whom attestation should be obtained from 

In serval bids over procurement of several packages, 70%-80% of unit price 
items in the bill of qualities were identical, i.e., exactly the same unit price

Local government minister is strongly encouraging the project implementation 
unit to hire the spouse of the minister as one of the PIU consultants
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To be successful in detecting and managing integrity risks, it is essential to know, understand, and recognize red flags. The following are some red flags that were identified during the evaluation of bids:

Translation certificates: Bidders are entitled to, and often submit supporting documents which are in languages other than English. Usually, these will have to be translated into English to form part of the bidding package. Be careful of translations that look too perfect, and by that, translations that seem to exactly meet the requirements for the tender. For example, if it was required that an expert has 10 years of experience and the translation of the certificate shows that he has exactly 10 years of experience, that may be an indication that something is not right. It's too perfect. 

Also take a look at the certification and who provided it. Is it a correct attestation of the document? Has it been done in-house, or has it been certified? We have seen translations of supporting documents that say what the bidder wants to say, but not what the actual underlying document says.

Potential conflict of interest: The next example is a more obvious red flag involving potential conflict of interest. Why is this a problem? It could pose a problem for several reasons. First, is the spouse even qualified for this role? Is she able to adequately perform the work that is required? We can't have potential conflicts of interest that are not disclosed, that are not mitigated, or not managed.

Bill of Quantities: Often we see similarities in Bills of Quantities (BOQs) submitted across all of the tenders. Now there can be a perfect explanation for this. Quite often, a government agency will publish set rates for a set of items. However, there are times when a large proportion of the items in the BOQs are identical across several bids, which can be an indication of collusion. Again, by itself, there may be nothing wrong. But it can also be an indicator of a potential integrity violation that needs to be checked. If there is no reasonable explanation as to why this occurred, i.e., why there are so many similarities, then it needs to be reported so that it can be investigated. 






Red Flag Indicators

Submitted bid included a set of photocopied bidder’s invoices as supporting their 
experience. No official receipt, certification of works completion or other documents 
issued by the client were submitted.

Three firms have discussed to bid for an executing agency-administrated procurement 
opportunity. They have fairly amongst themselves decided to adjust the prices to ensure 
that one of the firms is awarded the project and the remaining two agree will cooperate 
for future biddings. 

A bidding submission included bidder’s experience which looks unreasonably large in 
comparison to the nature of works and contracted period. It appears that one digit was 
added to the contracted price in the supporting documents. Notes were attached in a 
local language. A photocopy was submitted as part of the bid document. In the 
photocopy, the numbering was not aligned in a straight line.
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Collusive Practice: Three firms have discussed how to bid amongst each other. They've shared their intentions of what their prices will be. Bidders are not allowed to share their bids or bidding strategies and they're not allowed to try and obtain contracts through these actions. A collusive practice is an arrangement between two or more parties designed to achieve an improper purpose, including influencing improperly the actions of another party.

Alteration of documents: We often see a lot of fraud in completion certificates especially for previous projects used as reference. Providing references is important in determining whether a bidder has the experience to complete the contract. We have seen that bidders who do not meet the requirements have adjusted the disclosure of their relevant experience to fit the requirements. In doing so, they might forge or alter legitimate completion certificates. For this reason, certificates of completion should be certified.  

Incomplete supporting documents: When reviewing submitted bids, some of the information provided is not consistent with what we expect to see. There's something wrong with the presented information. It could be an innocent error. Or maybe a clarification needs to be made to better understand the inconsistency or what appears to be an error. 





Red Flag – Other Examples

Insufficient on-site monitoring and supervision of contracts
Poor quality of works, services and goods
Weak enforcement of professional standards
Lack of required equipment and qualified personnel
Contracts exceed original contract amount
Deviation from construction design or Terms of Reference
Submission of irregular interim and final performance certificates
Submission of irregular contract variations (exaggerated contract amount, 

      scope of contract) 
Manipulation of Bill of Quantities
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Here are some more generic examples of red flags that we often come across. 

A point to emphasize is that in and of itself, a red flag is not necessarily proof that an integrity violation has occurred. It is just an indicator that something is not right. And that could be an indicator that the contractor lacks experience, or that the contractor doesn't know what they are doing, or they are going to do the job poorly, or not up to standard. But it also can be an indicator of something worse, that a contractor is cheating, that they're trying to obtain a contract that they’re not qualified for. You'll notice that these are a mix of red flags that occur either pre-submission of the bid or during the execution of the contract. It's very important to stress that, quite often, it's only during the implementation of the contract that it becomes apparent that the bidder may have unfairly obtained the contract in the first place. 

When we see that there is poor equipment and poor quality of services on the field and in the execution, you wonder -- have they properly declared and disclosed their capabilities in the tender stage, or did they embellish or exaggerate their qualifications? At times, post-awarding of the contract, we also see that there are sudden and/or numerous requests for contract variations. Did the contractor deliberately underprice the contract to favor themselves during the bidding stage, hoping that they would then be able to obtain a variation order to increase the price of the contract? Has the project’s design or its implementation deviated from what was specified in the terms of reference? Again, there can be legitimate reasons for this, but it might also indicate that the bidder tried to gain an advantage during the tender stage to obtain a contract but knowing that it would never be able to execute certain deliverables.






Integrity Violations

Assess and Investigate

Remedial Actions

Cross Debarment

Appeal Process
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Going back to the beginning of the presentation, we stated that an Integrity violation is any act which violates ADB’s Anticorruption Policy.

In the next slides, we will talk about the Integrity violations that OAI might investigate, for example corrupt and fraudulent practices.

We will touch on what OAI does when it receives a complaint and when OAI’s investigative finding indicates that an integrity violation has occurred.

We will discuss the remedial actions which ADB may impose on a party that is found to have engaged in an integrity violation, and the consequences and impact of an ADB debarment. 

We will also discuss cross debarments, where ADB’s debarment of a party leads to it being cross debarred by another Multilateral Development Bank (MDB), or where a party is debarred by another MDB, which leads to its cross debarment by ADB.




Integrity Violations
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Fraud – forged documents / false claims
Corruption – bribery / kickbacks
Collusion – bid rigging / rotation
Coercion – blackmail / extortion
Conflict of Interest – contracts awarded to family / friends
Abuse – misuse of assets
Obstruction – lying, destroying / concealing evidence
Retaliation against whistleblowers or witnesses - any detrimental act taken against a whistleblower or witness
Violation of ADB sanctions – to include debarments
Other violations of ADB’s Anticorruption Policy - including unethical behavior


Fraudulent practice: any act or omission, including a misrepresentation, that knowingly or recklessly misleads, or attempts to mislead, a party to obtain a financial or other benefit or to avoid an obligation;

Corrupt practice: offering, giving, receiving, or soliciting, directly or indirectly, anything of value to influence improperly the actions of another party;

Collusive practice: an arrangement between two or more parties designed to achieve an improper purpose, including influencing improperly the actions of another party;

Coercive practice: impairing or harming, or threatening to impair or harm, directly or indirectly, any party or the property of the party to influence improperly the actions of a party;

Conflict of interest: any situation in which a party has interests that could improperly influence a party's performance of official duties or responsibilities, contractual obligations, or compliance with applicable laws and regulations;

Abuse: theft, waste or improper use of assets related to ADB-related activity, either committed intentionally or through reckless disregard;

Obstructive practice: includes (a) deliberately destroying, falsifying, altering or concealing of evidence material to an ADB investigation; (b) making false statements to investigators in order to materially impede an ADB investigation; (c) failing to comply with requests to provide information, documents, or records in connection with an OAI investigation; (d) threatening, harassing or intimidating any party to prevent it from disclosing its knowledge of matters relevant to the investigation or from pursuing the investigation; or (e) materially impeding ADB’s contractual rights of audit or inspection or access to information;

Retaliation against whistleblowers or witnesses: which is any detrimental act, direct or indirect, recommended, threatened or taken against a whistleblower or witness or person associated with a whistleblower or witness in a manner material to a complaint because of the report or cooperation with an ADB investigation by the whistleblower or witness, which shall be investigated in accordance with Administrative Order (AO) 2.10;

Violations of ADB sanctions: to include debarred parties attempting to bid for or participate in ADB-financed activities; and

Other violations of ADB’s Anticorruption Policy: including failure to adhere to the highest ethical standards.








Remedial Actions
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What are the remedial actions that ADB may impose on a party that is found to have engaged in an integrity violation and failed to uphold the highest ethical standards?

OAI and/or the Integrity Oversight Committee (IOC) may determine that a remedial action should be imposed on a party.
The IOC consists of three voting members, one of whom is selected from a list of external members.

Starting from the bottom of the slide, the actions that the IOC and/or OAI may impose are:

Caution: The IOC or OAI may determine that ADB will take “other remedial action”, which does not amount to a sanction. This includes the issuance of a caution letter to a party which has committed a lapse not amounting to an integrity violation (i.e., ordinary negligence). A caution, or “warning”, does not affect a party’s eligibility to participate in ADB-financed, administered, or supported activities. In other words, the party’s name is not added to the sanctions list.

Reprimand: A reprimand is a censure for a party’s actions and a notification that subsequent violations may result in a higher penalty. A reprimand is usually imposed for an isolated incident of lack of oversight, or where the integrity violation or the party’s role in it is minor. Like a caution, a reprimand does not affect the party’s eligibility to participate in an ADB-related project.

Temporary Suspension: At any time during the course of the investigation where OAI finds that there is sufficient evidence to support a finding of an integrity violation against a party, and that it is highly likely that the investigation will be concluded within a maximum period of 1 year, OAI may present to the IOC, on a no-objection basis, a request for a temporary suspension of the party for a period up to 180 days. A party that is temporarily suspended is not eligible to participate in any ADB-financed, -administered, or –supported activity.

Debarment: This is an administrative decision not to do business with a party which ADB does not consider to live up to the highest ethical standards. It doesn’t usually affect existing contractual obligations, but for the period of debarment, the party is ineligible to participate in further ADB related activities. Participation in ADB-related activities may take various forms, such as bidding for contracts in ADB-related projects, supplying goods to other contractors, and participating in ADB seminars. 

The base period of debarment is 3 years. The IOC or OAI may impose a greater or lesser debarment period depending on the mitigating or aggravating circumstances of each case. 

Examples of aggravating circumstances include non-cooperation with OAI’s investigation or providing false or misleading information to OAI.

Examples of mitigating circumstances include cooperation with OAI, early admission or self-declaration, and voluntary disclosures of integrity violations.

First debarments, including cases where a party has previously been given a reprimand:
	(a) individuals: 1 year to indefinite
	(b) firms: 1 to 7 years

Second debarments:
	(a) individuals: up to indefinite
	(b) firms: up to 10 years

Subsequent debarments:
	(a) individuals: up to indefinite
	(b) firms: up to 20 years

With the cross-debarment agreement in place, it is possible that debarred parties are also debarred by other MDBs, thus widening the scope of application of ineligibility to compete for bids, worldwide.




Consequences of 
Integrity 

Violations 
in ADB-financed 

Projects 

Suspension of the loan or grant allocations

Sanctions of firms or individuals

Return of misused loan or grant resources back to ADB

Termination of loan or grant allocations

Changes of administrative arrangements

Request to investigate or change government staff

Cross debarment
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What are the consequences of integrity violations in ADB-financed projects?

As discussed in the previous slide, firms or individuals may be sanctioned and debarred from participating in ADB-related activities. 

ADB may suspend or terminate loan or grant allocations. 

ADB may ask that the misused funds be returned back and to be re-credited to the loan account. 

ADB may request changes in an entity’s administrative arrangements as to how they are to implement and execute the project. Usually, entities are amenable to suggestions to change certain personnel or improve their practices to overcome a deficiency. 

ADB may request that the government authorities investigate allegations against its staff. We have no jurisdiction to take action against government employees who are acting as the executing or implementing agency. However, we can speak to and make recommendations to national authorities to ask them to investigate if we feel that it is warranted. 

Concerning cross debarment, ADB along with four other MDBs, namely the African Development Bank Group, the European Bank for Reconstruction and Development, the Inter-American Development Bank Group, and the World Bank Group, signed the Agreement for Mutual Enforcement of Debarment Decisions (AMEDD) which stipulates that individuals or entities debarred by one MDB for any of the four harmonized prohibited practices (fraud, corruption, coercion, or collusion) will be sanctioned for the same conduct by the other signatories. Cross debarment makes MDB funding more effective by better eliminating corruption from the bidding process.

Therefore, if a firm or individual is debarred and published by ADB, the other participating MDBs may cross debar the same firm or individual, if criteria in the Cross Debarment Agreement are met. 




Impact while under sanction

Current 
contracts

Contract 
variations

Re - 
Instatement

Future 
tenders

MAY 
CONTINUE

OAI 
APPROVAL

NOT 
AUTOMATIC

NOT 
PERMITTED
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What are the impacts while a firm or individual is under sanction?

This is the probably the number one question we get from EAs and IAs. 

What happens to the contract itself where it has been established that an entity has committed an integrity violation? 

Current contracts may continue. In fact, ADB may only terminate the contract as part of its contractual rights if ADB considers it is in the project's best interests. 
Normally that won't be the case, if, for example, the project is too advanced, and it will cause enormous disruption to the project and its personnel. 

Concerning contract variations, any variation of a contract financed by ADB, irrespective of whether it is requested by the debarred entity or the executing/implementing agency, must be endorsed by OAI. 

OAI will review what is being requested and whether it is an authentic variation that is appropriate in the circumstances of the project. 
If the variation is being requested to circumvent the sanction, OAI will recommend that ADB does not approve the contract variation. 
OAI generally will endorse variations with no financial impact because they are unlikely to counteract reasons for the sanction.

It  is important to note that an entity that has been debarred and has served its minimum debarment period is not automatically eligible for reinstatement to ADB. 
To be able to participate again in ADB projects, it must apply for reinstatement. We will provide further details of this in a later slide. 

To reiterate, the debarred party is ineligible to participate in further ADB related activities including bidding for contracts in ADB-related projects.




Reinstatement is not automatic

OAI assesses the 
merits of reinstating

OAI informs entity of 
decision

Reinstatement
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What happens after the debarment period is over?

Reinstatement is not automatic. 

Debarred parties may seek reinstatement when their debarment period expires. 

OAI will assess the credibility of any request for reinstatement and the merits of reinstating the party involved, taking into consideration a range of factors, such as compliance with conditions of the sanction, reason for the sanction, restitution, or changes in management or ownership of a firm. 

At the conclusion of OAI’s review, OAI shall determine whether a party shall be reinstated and inform it if the party is reinstated. 




Sanctions Violation

Participation in ADB-related activities 
while debarred, whether before or 
after the minimum debarment ends, 
may result in a sanctions violation.

Sanctions violation is an integrity 
violation and may result in the 
extension of debarment.
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What happens when a party violates their ADB sanction?

Where a debarred party attempts to or participates in an ADB-related activity, or enters into a contract variation without OAI’s endorsement, this is considered a sanctions violation. 

In such cases, ADB will extend the period of debarment, if such is still in effect, or impose an additional period of debarment. 

Further, the debarred entity’s sanction violation may be published on ADB’s website which may result in cross debarment.




Overview of ongoing cases in Pakistan projects

As of May 2023, there are 18 
ongoing cases related to 

projects in Pakistan
83% are allegations of fraudulent 

practice

Collusion
11% Corruption

6%

Fraud
83%



Collusion
12% Conflict Of Interest

1.5%

Corruption 
6%

Fraud
70%

Others
10.5%

PAKISTAN PROJECTS INTEGRITY VIOLATIONS FOR PAST 10 YEARS

Overview of closed cases in Pakistan projects
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As of today, OAI is currently investigating 18 cases that relate to ADB projects in Pakistan. Of note is that 15 out of the 18 investigations relate to allegations of fraudulent practice – i.e., submission of falsified documents in bids.






Recap

Know your partner

Identify and mitigate risks, support your business 
partners to mitigate risks

EAs/IAs to (i) sign up 
for access to ADB’s complete Sanctions List and (ii) do 

the sanctions checks

Report integrity violations to OAI
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To recap:

Report allegations of fraud and corruption and other allegations of integrity violations to OAI. 

You may report allegations of integrity violations to OAI by email, fax, mail, in person, or by telephone. 
We will provide the contact details as a reminder in our final slide after the questions and answers section.

Conduct continuous due diligence to know your partner.

Be aware of the red flags of integrity risks, mitigate integrity risks and have appropriate controls to prevent, detect, and deter integrity risks.

Sign up for access to ADB’s Complete Sanction List and perform the sanctions check throughout the stages, from procurement to payment.




Do not assume that someone else is doing it.

Integrity Risk Management is 
everyone’s responsibility. 
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Integrity Risk Management is everyone’s responsibility. 

Please do not assume that someone else is doing it. 




Resources: For you and your EAs/IAs

adb.org/publications/faqs-adb-sanctions
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Please note there are a number of resources available to the EA and IA concerning ADB’s sanctions, and integrity risks and red flags. 

There are also training courses for detecting and preventing integrity violations in ADB projects.


https://elearn.adb.org/enrol/index.php?id=448
https://www.adb.org/publications/series/integrity-risks-red-flags-projects
https://www.adb.org/publications/faqs-adb-sanctions#:%7E:text=ADB%20imposes%20sanctions%20on%20entities,practices%2C%20or%20other%20integrity%20violations.


For any follow-up questions:  
Email: anticorruption@adb.org or integrity@adb.org

For a copy of this presentation pls email:
  emedina.consultant@adb.org

Questions and Answers Session
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Thank you everyone. This is the end of the presentation, and we hope that we were able to increase your awareness of potential integrity risks, improve your skills in detecting red flags, and refresh your knowledge of ADB’s Integrity Framework.

We now turn to your questions or any clarification requests.
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