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I. MISSION 

1. The Asian Development Bank’s (ADB) Anticorruption Policy (the Policy), approved in 
July 1998,1 designates the Office of the Auditor General (OAG) as the initial point of contact for 
allegations of fraud or corruption among ADB-financed projects or ADB staff. ADB established 
the Anticorruption Unit in OAG in September 1999 to handle all matters related to such 
allegations. Effective 1 January 2005, the Anticorruption Unit became the Integrity Division 
(OAGI). 

2. OAGI has several responsibilities to fulfill the Policy’s objective to ensure that ADB-
financed activities and ADB staff adhere to the highest standards of ethical conduct. OAGI 
fulfills these responsibilities through 

• screening allegations of fraud or corruption and assessing the need for further 
investigation; 

• investigating allegations; 

• conducting project procurement-related audits (PPRAs) to help prevent and 
detect fraud or corruption;  

• holding regional anticorruption seminars to strengthen key institutions; and 

• collaborating with the Budget, Personnel and Management Systems Department 
(BPMSD) to provide fraud and corruption awareness training for ADB staff. 

3. Under the Policy, OAGI contributes to strengthening key institutions, such as supreme 
audit institutions and executing agencies (EAs), to advance transparency in developing member 
countries (DMCs). In addition, OAGI works to strengthen its own capacity to address integrity 
issues and fulfill its mission effectively. OAGI also publishes information and advisories about 
the Policy and ADB’s measures to fight corruption. 

II. 2006 ACCOMPLISHMENTS 

A. Allegations of Fraud and Corruption 

1. Screening 

4. Upon receipt of a complaint (concern or allegation of corrupt or fraudulent practice or 
conflict of interest related to ADB-financed activity or staff, or abuse of assets related to ADB-
financed activity), OAGI initiates a screening process. The screening identifies whether a 
complaint is within OAGI’s mandate, credible, verifiable and material. At the conclusion of the 
screening, OAGI will determine whether a complaint warrants further investigation. If not, a 
complaint will either be closed, or, if appropriate, referred to other departments or offices. 

5. At the beginning of 2006, OAGI was still screening 51 complaints received in prior years.  
In 2006, OAGI received 171 complaints, compared to 199 received in 2005. After screening, 
OAGI opened 108 investigations and closed 81 complaints after concluding further investigation 

                                                 
1  Board Paper R89-98, 2 July 1998, as clarified by Board Paper R185-04, 11 November 2004 and amended by 

Board Paper R179-06, 29 August 2006. 
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was not warranted. As of 31 December 2006, OAGI was still screening 33 complaints received 
in 2006. Figure 1 illustrates the number of complaints received annually since 2003 and Figure 
2 shows the number of complaints and investigations OAGI opened during each month of 2006. 
Appendix 1 provides a summary of the status of allegations received. 

 

Figure 1: Complaints Received, 2003–2006
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Figure 2: Cases Opened, 2006
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6. The substantial number of cases opened in January and February is the result of OAGI’s 
completion of PPRAs during the last quarter of 2005, in particular the PPRA of the decentralized 
health services project in Indonesia. 
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2. Investigations 

7. Although the 171 complaints received in 2006 represented a 14% decline from the 199 
received in 2005, OAGI began 108 investigations in 2006, 6% more than the 102 begun in 2005. 
One explanation for this is the increase in PPRAs, which identified a number of “red flags” and 
provided leads for further investigations. Figure 3 shows the number of investigations opened 
annually since 1998. 

Figure 3: Investigations Opened, 1998–2006
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8. The increase in complexity of cases, as well as staff vacancies in 2006, resulted in an 
increase in open investigations as shown in Figure 4. Through significant efforts to prioritize and 
manage the workload, at the end of 2006 there were 83 open investigations, compared with 89 
at the end of 2005 and 81 in 2004. OAGI averaged 94 open investigations in 2006, an increase 
of 22% compared with an average of 77 in 2005 and an increase of 29% compared with an 
average of 73 open investigations in 2004.2   

Figure 4: Open Investigations,  2003–2006
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2 Based on open investigations at the end of each month. 
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9. As of 31 December 2006, there were still two investigations ongoing from 2004 and 20 
from 2005. 

10. OAGI conducts investigative missions to interview informants, witnesses and suspects; 
examine business operations and financial records of bidders, suppliers, contractors, 
consultants, EAs, project management and implementation units; review bid documents; gather 
facts and collect evidence; and meet with borrowers and EAs. In 2006, OAGI procured a 
portable forensic document examination tool to support this task. In the past year, OAGI 
completed 10 investigative missions to Australia, Azerbaijan, Cambodia, Indonesia, Kyrgyz 
Republic, Lao People’s Democratic Republic (Lao PDR), United States and Viet Nam. Given the 
importance and value of these missions, including the value of establishing a presence in ADB 
DMCs, OAGI will maintain its efforts to increase field investigations. 

11. OAGI also engages firms on a retainer basis to assist in investigating allegations of fraud 
and corruption. This arrangement allows OAGI to issue work orders for investigations 
depending on the circumstances, skills required, and OAGI staff availability, on a case-by-case 
basis, pursuant to ADB’s Integrity Principles and Guidelines. This year, OAGI issued 25 work 
orders, compared to 24 work orders issued in 2005 and 15 in 2004. The increase in work orders 
over the last 2 years is the result of increased case complexity and staff vacancies, as well as to 
supplement language skills or knowledge of local environments. In some cases, OAGI conducts 
further investigation following those conducted by retainer firms. 

12. OAGI closed 115 investigations in 2006 (compared to 95 in 2005), including 78 (57 in 
2005) for which OAGI did not find support for the allegation or sufficient evidence to 
demonstrate that the Policy was violated. 

3. Nature of Allegations 

13. OAGI categorizes allegations as corrupt practices or fraudulent practices related to ADB-
financed projects or “other”. “Other” refers to allegations related to conflict of interest, internal 
administration, theft on ADB premises, cases of misconduct referred to BPHR but investigated 
by OAGI or other concerns received by OAGI. Fifty-two percent of all investigations opened in 
2006 involved corrupt practices, 42% fraudulent practices and 6% “others”.  

14. There has been a shift from cases involving fraudulent practices to those involving 
corrupt practices in 2006 as shown in Figures 5 and 6. While there is no specific explanation for 
this shift, it may partially be attributed to the findings of PPRAs in 2005, which involved and 
were categorized as collusion, even though the cases may include fraud, such as 
misrepresentation and falsification of documents. 

15. OAGI further categorizes fraudulent practices as misrepresentation and submission of 
false documents. The most common form of fraudulent practice in 2006, as illustrated in Figure 
7, was misrepresentation, accounting for 54% of all fraudulent practice cases. Figure 8 shows 
the sub-classification in 2005. 
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Figure 5: Case Classification, 2006
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Figure 7: Fraud Cases, 2006
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16. OAGI further categorizes corrupt practices as bribery and extortion, theft and 
embezzlement, collusive practices, kickbacks and others (Figures 9 and 10). With 46% of all 
cases, collusive practices are by far the most often alleged among these categories. These are 
frequently identified by PPRAs, which may explain the parallel increase of collusion cases and 
PPRAs conducted, and the increase of PPRAs as source of allegations, and substantiate the 
importance of PPRAs.  

Figure 9: Corruption Cases,  2006
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Figure 10: Corruption Cases, 2005
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4. Sources of Allegations 

17. To ensure security and confidentiality, OAGI maintains a discrete telephone line, secure 
and confidential facsimile line, dedicated e-mail address (integrity@adb.org), and enhanced 
security including a secure network file server and sub-network with its own firewall, biometric 
access device for its file room, and biometric access devices for the offices of OAGI staff. 
Information on how to report concerns of fraud and corruption is provided in Appendix 5. 

18. Referrals from ADB staff remain the main source of allegations of fraud or corruption. 
With ADB’s ongoing efforts to strengthen key institutions and inform beneficiaries how to report 
allegations of corrupt or fraudulent practices, conflicts of interest or abuse in ADB projects, 
outside parties continue to be an important source of allegations. In 2006, 26% of allegations 
resulted from audit reports (Figure 11), particularly PPRA reports, compared with 24% in 2005, 
but only 1% in 2004. Figure 12 shows the sources of allegations since ADB adopted the Policy 
and Figure 13 illustrates the increase of audit reports as a source of allegations. OAGI 
continues its efforts to ensure that outside parties are aware of the Policy and efforts to fight 
corrupt and fraudulent practices, and will further increase the number of PPRAs. 

Figure 11: Sources of Allegations, 2006
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5. Subjects of Investigation 

19. Investigations involve allegations related to ADB-financed projects, ADB staff, and other 
ADB-financed activities (e.g., ADB internal administration or private sector activities). Figure 14 
shows the percentage of investigations in each category in 2006 and Figure 15 shows the data 
since ADB adopted the Policy. Investigations are classified in a single primary category 
although they may involve multiple allegations in different categories. There has been no major 
change in proportion between ADB staff and ADB-financed activity related cases since ADB 
adopted the Policy. ADB staff-related cases often involve abuse of ADB benefits. 

Figure 14: Subject of Investigation, 2006
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6. Sanctions 

20. The Integrity Oversight Committee (IOC) determines if firms or individuals involved in 
ADB-financed activities violated the Policy and may impose sanctions based on OAGI’s findings 
and recommendations.3 The IOC consists of three members, and three alternate members who 
fill any vacancies that may occur due to absences or conflict of interest. Members are 
nominated by the Auditor General and approved by the President annually. The principal 
director of the Central Operations Services Office (COSO) and an assistant general counsel 
may advise the IOC.  

21. During 2006, OAGI presented 17 cases to the IOC.4 Appendix 2 provides a summary of 
those cases. The IOC determined that 37 firms and 32 individuals violated the Policy. The IOC 
reprimanded one individual and debarred the other individuals and firms from participating in 
any ADB-financed activity for a specified minimum period or indefinitely. Three firms were 
debarred for a minimum of 10 years when one firm participated in an ADB-financed project, 
while already debarred, through two associated firms. Eight firms and three individuals were 
reinstated upon expiry of their minimum sanction period. Table 1 provides an overview of the 
sanctions applied by the IOC in 2006. Table 2 shows the number of debarred firms and 
individuals since ADB adopted the Policy. 

22. During 2006, OAGI referred seven cases to the Human Resources Division (BPHR) to 
consider disciplinary action.5 These cases, in addition to four other cases OAGI referred prior to 
                                                 
3 Information about ADB’s sanction policy, principles and procedures may be found in the Integrity Principles and 

Guidelines, available at http://www.adb.org/Documents/Guidelines/Integrity-Guidelines-Procedures
4 Cases include investigations opened in earlier years but completed in 2006. 
5 BPMSD is responsible for all disciplinary actions related to ADB staff.  
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2006, involved 11 ADB staff. Appendix 3 provides a summary of cases concluded in 2006 
involving ADB staff. In 2006, seven ADB staff separated from ADB as a result of fraud or 
corruption.   

Table 1: Entities Sanctioned by the Integrity Oversight Committee in 2006 
 
 Firms: 
 34 firms debarred for periods ranging from 1 to 7 years 
   3 firms debarred for 10 years 
  

Individuals: 
 17 individuals debarred from 1 to 7 years 
 14 individuals debarred indefinitely 
   1 individual reprimanded 

 

Table 2: Sanctions (since 1998) 
As of 31 December 2006 Firms Individuals

Total Declared Ineligible to Participate in ADB-Financed Activities 182 179 

Number Reinstated upon Expiry of Minimum Sanction Period   32   18 

Currently Ineligible to Participate in ADB-Financed Activities 150  161  

7. Appeals 

23. ADB’s Integrity Principles and Guidelines allow individuals and other entities to appeal 
an IOC decision to the Sanction Appeals Committee.  Appeals must be based on new 
information that would have been relevant to the IOC’s decision and such new information was 
not known, or could not reasonably have been known to the appellant at the time OAGI sought 
explanations from it during the investigation. The Sanction Appeals Committee may reduce or 
lift sanctions as well as require the IOC to reconsider a case. The Sanction Appeals Committee 
is comprised of three vice presidents. 

24. In 2006, the Auditor General as Secretariat to the Sanction Appeals Committee received 
17 petitions of appeal (compared to 8 in 2005) relating to 5 sanctions imposed by IOC during 
the last quarter of 2005 and 12 in 2006. Eleven petitions did not include new information and 
were rejected for failure to provide a basis for appeal. One was submitted after the 90-day 
appeal period. In one case, the Secretariat to the Sanction Appeals Committee requested 
further information, which, to date, has not been provided. The Sanction Appeals Committee 
considered one case involving two firms’ and two individuals’ petitions of appeal and determined 
that the petitions of appeal did not include new information; therefore, the committee rejected 
the petitions and confirmed the sanctions imposed by the IOC. 

25. Over 60% of all petitions of appeal did not meet the criteria defined in the Integrity 
Principles and Guidelines to be considered. In many cases, appellants only referred to their 
previous performance and importance of ADB projects to their businesses and income, 
appealing to waive or reduce a sanction imposed based on their earlier merits or for 
humanitarian reasons.  
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8. Recommendations 

26. As a result of its investigative findings and other activities, OAGI regularly issues 
recommendations to management and operational departments, EAs and other entities to help 
improve procurement-related processes, project implementation and internal and external 
control mechanisms to prevent fraud and corruption in ADB-financed activities and increase 
transparency and overall effectiveness of ADB’s operations. 

27. The review of allegations concerning project sponsor-paid mission travel did not reveal 
corrupt or fraudulent practices as defined by the Policy, but challenged the compliance with 
ADB’s Administrative Order (AO) 4.01 on business travel. OAG has included this issue in its 
2007 Work Program. 

28. After reviewing the industrial tree plantation project in the Lao PDR financed by Loan 
1295-LAO, OAGI recommended that the regional department conduct a comprehensive and 
detailed analysis of fraud and corruption risk, prior to implementing a second agriculture sector 
project, which has been approved by the Board, to ensure that ADB's funds are used effectively 
for their intended purpose. Since the project completion report also challenged the project’s 
performance and in view of various project implementation concerns, OAGI also suggested that 
the regional department periodically consult with the Operations Evaluation Department (OED) 
to follow-up on the latter’s recommendations and consider its recommendations. The regional 
department confirmed that design and implementation issues of the industrial tree plantation 
project had been addressed under the second project by the creation of the Lao Plantation 
Authority to prevent and mitigate inappropriate beneficiary selection and financing, and that 
implementation will be guided by OED’s report. 

29. A review of the procurement process and analysis of the paper trail of a project in the 
People’s Republic China (PRC) revealed that ADB funds had not been used for their intended 
purposes. Although no evidence of corrupt or fraudulent practices was found, this constituted a 
violation of the loan agreement. The implementing agency, a private sector company, also did 
not report ownership changes to the EA, the borrower or ADB. Upon OAGI’s recommendation, 
the project officer raised the concerns with the EA and the borrower and the director of ADB’s  
operational department recommended citing the violation in the loan closing report. 

30. Through investigating concerns of improper financial relationships between an ADB staff 
member and ADB consultants, OAGI determined that, in addition to findings of violations of the 
Policy and other ADB policies, many ADB staff were engaged in significant money lending 
activities on ADB premises in violation of AO 2.02.  Lending is conducted between ADB staff, 
with or without interest, through informal savings and loan cooperatives and between ADB staff 
and individual money lenders (not affiliated with ADB) on ADB premises. This observation has 
been referred to BPHR to consider in light of AO 2.02. 

31. In one of its investigations, OAGI found that a joint stock company (JSC), at least in the 
Kyrgyz Republic, is an independent legal company similar to a holding company. However, the 
purpose for which such JSCs are incorporated and how they operate, may be compared with a 
joint venture (JV) or even a form of loose association, which may lead to misjudgments in 
evaluating the capacity and capability of proposals that JSCs submit. OAGI met with COSO to 
discuss possibilities of extending the requirements for JVs to JSCs, at least if the JSC is not the 
legitimate owner of assets and provider of resources. COSO is working out possible definitions 
and requirements to address this concern and will discuss it further with OAGI. 
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OAGI Investigative Mission: Community-Based Infrastructure Services Sector Project in 

the Kyrgyz Republic 
            In July, the Integrity Division (OAGI) fielded a fact-finding mission to the Kyrgyz Republic 
to examine allegations of misrepresentation of work experience related to the qualification of a 
bidder for a subproject for rural water supply system rehabilitations in several villages. Project 
performance in some villages was unsatisfactory, works had not been completed and the bidder 
stopped communicating with authorities after a case had been opened by the regional 
prosecutor. The mission met with 30 persons, including officials, contractors, beneficiaries, third 
parties and whistleblowers. The examination revealed that the bidder was a joint stock company 
(JSC) comprising 30 companies. While similarly structured as a holding company, the JSC was 
operating as a loose association of members rather than a holding company, without any assets 
and resources of its own and several member companies withdrew after the beginning of the 
contract. OAGI discussed with the Central Operations Services Office possibilities to adjust 
procurement guidelines since JSCs should be assessed similarly as joint ventures, even though 
they are legal entities in the Kyrgyz Republic and possibly also in other developing member 
countries. 

 

32. OAGI made two recommendations to management to increase visibility of OAGI and 
ADB’s efforts to address concerns of corrupt or fraudulent practices in ADB-financed activities it 
finances.  Management endorsed one recommendation to create an “anticorruption” link on 
ADB’s website homepage that will direct users to OAGI’s comprehensive website.  

33. As issues warranting recommendations resulting from inquiry findings and other 
activities and requests for anticorruption expertise increase, OAGI will need to devote increasing 
resources to provide advice and support to management, operational departments and resident 
missions and their procurement teams. 

B. Project Procurement-Related Audits and Other Activities 

34. OAGI conducts PPRAs to identify and prevent internal control weaknesses that may 
allow fraud, corruption, or abuse to occur in ADB-financed projects. The overall objective of 
these PPRAs is to detect fraudulent and corrupt practices relating to procurement of goods and 
services through review of a project’s procurement, financial management, contract 
implementation, and project management practices. OAGI conducted five PPRAs and one spot 
audit in 2006, three of which were performed jointly with the DMCs’ supreme audit institutions. 
Appendix 4 highlights the audit scope and audit findings.  

35. OAGI plans to conduct six or seven PPRAs in 2007 with two professional staff members 
assigned primarily to perform these audits. OAGI will continue working closely with supreme 
audit institutions in conducting PPRAs to share best practices and to seek closer collaboration 
and cooperation with DMCs in combating fraud and corruption. OAGI will also give priority to 
engaging local consultants for PPRAs to help train local auditors in conducting fraud audits and 
in improving public accountability in DMCs. 
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C. Education and Awareness 

1. ADB Staff 

36. Education and awareness of the Policy, its impact on ADB’s operational activities, as 
well as punitive measures for failing to comply with the highest ethical standards, are essential 
to deterring fraud and corruption and creating a culture of compliance. Increasing awareness of 
the Policy and procedures among ADB staff will help them to better detect, deter, and bring to 
OAGI’s attention to concerns of fraud and corruption.  

37. This year, OAGI presented an overview of the Policy and procedures to professional 
staff, national officers, and administrative staff at three induction programs for newly recruited 
ADB staff and to ADB resident mission staff in the Lao PDR and Viet Nam. OAGI facilitated 
three half-day fraud and corruption awareness workshops, which were open to all ADB staff and 
targeted professional staff, national officers, and administrative staff of operational departments. 
OAGI also held a workshop for ADB’s Security and Emergency Services Section (OAFA-SE) 
and two regional workshops for the staff of the Pacific Liaison and Coordination Office in 
Sydney and the Pacific Subregional Office in the Fiji Islands. The workshops presented the 
Policy, the mission and function of OAGI, how to report concerns of fraud and corruption and 
(except the one for OAFA-SE) worked through case studies and ADB’s project cycle. OAGI also 
participated in 11 orientation sessions for new ADB staff, held during their first weeks at ADB. 
These sessions ensure that all new staff are aware of the Policy and OAGI’s work from the start 
of their careers with ADB. OAGI will continue training ADB staff to ensure that ADB staff and 
ADB-financed activities adhere to the highest ethical standards. 

D. Strengthening Key Institutions  

38. In October, OAGI held a seminar for about 30 Fiji government officials on the Policy and 
shared lessons learned from PPRAs to help project managers and implementation unit officials 
with project implementation responsibilities to detect and prevent fraud and corruption in ADB-
financed projects. 

39. OAGI conducted the first of three regional seminars on anticorruption6 in Manila to 
increase borrowers’ and EAs’ awareness of and compliance with the Policy and procedures, 
enhance their capacity to detect and prevent fraud and corruption in ADB-financed activities, 
and enable DMC officials to gain greater knowledge of other DMCs’ policy applications, 
experiences and actions. The 3-day seminar, with about 60 participants from 12 DMCs, 
including representatives of borrowers, EAs and auditors of supreme audit institutions dealing 
with ADB-financed projects, covered governance, anticorruption, financial management and 
procurement issues and provided participants a platform to share with each other their current 
mechanisms and actions to address fraud and corruption in ADB and other development 
projects. The participants identified their immediate concerns and outlined their plans to better 
deal with fraud and corruption in the future. OAGI plans a second seminar in the PRC in April 
2007 and a third seminar in Indonesia in September 2007. 

40. OAGI also met with AusAID anticorruption staff in Sydney to discuss ADB's governance 
and anticorruption efforts, and provided presentations to trade liaison officers of embassies and 
to a Canadian Trade Mission to the Philippines. OAGI also provided presentations to DMC 

                                                 
6 RETA 6311: Regional Seminars on Anticorruption 2006-2007. 
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officials as part of an induction program for project managers under RETA 61817 at ADB’s 
headquarters in Manila. 

E. Enhancing OAGI Capacity 

41. In December, OAGI staff attended a training course on investigative interviewing skills. 
The course sought to develop promoting quality interviewing of persons through adopting a 
professional and consistent approach and teach a wide range of investigative interviewing skills. 
Whistleblowers, witnesses and suspects are a valuable source of information and appropriate 
interviewing skills are important to access such information. The training enabled OAGI staff to 
understand methodology and techniques to conduct investigative interviews more effectively. 

42. OAGI, as the point of contact for the International Group for Anti-Corruption Coordination 
(IGAC) meeting within ADB, participated together with the other multilateral development banks 
(MDBs) in and held a brief presentation at the 8th IGAC meeting in New York. The meeting to 
the theme “technical assistance to support the implementation of the United Nations  
Convention against Corruption” was co-hosted by the United Nations Development Programme 
and the United Nations’ Department of Economic and Social Affairs. The meetings continue to 
be an excellent platform to network with investigative bodies of other international organizations 
and MDBs.  

43. Together with 35 other international organizations, OAGI attended the 7th Conference of 
International Investigators hosted by the European Bank for Reconstruction and Development 
(EBRD). These annual conferences, to which OAGI has actively contributed, allow international 
organizations to share experiences and discuss common difficulties and concerns and how to 
address those. This year’s conference included a presentation on the establishment of an 
academy for investigative education hosted by the Government of Austria, which may be a 
future source of training programs and skilled investigative staff for MDBs and international 
organizations. 

44. OAGI represented ADB and participated in a workshop on “Multilateral Development 
Bank’s Mechanisms to Investigate and Sanction Corruption in Their Activities” at the 12th 
International Anti-Corruption Conference (IACC) organized by Transparency International and 
sponsored, among others, by the World Bank and the Inter-American Development Bank (IADB) 
in Guatemala City in November. In conjunction with the conference, OAGI participated in a 
meeting of an MDB integrity forum comprising the heads of investigative functions of ADB, the 
African Development Bank (AfDB), EBRD, IADB, and the World Bank.  

F. International Financial Institutions Anti-Corruption Task Force 

45. A unified and coordinated approach is critical to the success of a shared effort to fight 
corruption and prevent it from undermining the effectiveness of the activities and operations of 
MDBs. Thus, in February, the presidents of ADB, AfDB, EBRD, European Investment Bank, 
International Monetary Fund, IADB. and the World Bank agreed to establish a joint International 
Financial Institutions (IFI) Anti-Corruption Task Force to work toward a consistent and 
harmonized approach to combat fraud and corruption. The Task Force report was presented to 
the Presidents of the IFIs in September and is also posted on ADB’s website.8 Following a 
recommendation by the Task Force to their respective institutions, ADB’s Board approved the 
                                                 
7 RETA 6181: 2004-2006 Orientation Program for Officials of the Asian Development Bank's Developing Member 

Countries. 
8  http://www.adb.org/Documents/Reports/IFI-TaskForce-on-Anticorruption/IFI-TaskForce-on-Anticorruption.pdf

http://www.adb.org/Documents/Reports/IFI-TaskForce-on-Anticorruption/IFI-TaskForce-on-Anticorruption.pdf
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proposed harmonized definitions on fraudulent and corrupt practices on 8 September 20069. On                
7 November 2006, the President approved the revised Integrity Principles and Guidelines 
including the common Principles and Guidelines for Investigations endorsed by the IFI Task 
Force. They are posted on ADB’s website.10  

G. Publication of Information  

46. Throughout the year, OAGI maintained and enhanced its website 
(http://www.adb.org/integrity) to provide transparency on how ADB addresses allegations of 
fraud and corruption related to ADB-financed activities. In January 2006, OAGI published the 
Integrity Division: 2005 Annual Report to the President on the Internet. OAGI, through its 
website, also informed the public of a property scam in the Philippines that had been brought to 
its attention. In the scam, an agent used ADB’s name to convince owners to sell their properties. 

47. OAGI distributed about 500 copies of its brochure on the Policy and procedures and 200 
copies of its 2005 Annual Report to internal and external stakeholders. The Annual Report was 
also downloaded 792 times from ADB’s website. In addition to an overview of OAGI’s 
procedures, the brochure provides background on the development of the Policy, as well as the 
roles of the IOC and the Sanction Appeals Committee.  

48. Via ADB Today11 OAGI issued advisories to ADB staff. The advisories provide guidance 
on the application of anticorruption sanctions, notify staff of other issues related to the Policy 
and updates to the sanction list, and advise staff of fraudulent schemes.  

III.  CHALLENGES 

A. Workload and Resources 

49. In 2006, ADB allocated to OAGI an additional professional staff position. OAGI 
comprises six professional staff positions in addition to its director, one integrity officer, two 
associate integrity analysts and two administrative assistants. Throughout most of 2006, only 
three or four of the professional staff positions were filled. In 2006, two professional staff left 
ADB and one transferred to another ADB department. Also, one national officer retired. Two 
new professional staff members will join OAGI in February 2007 and one needs to be recruited 
yet. The new professional staff joining will bring audit, legal and investigative experience and will 
further enhance OAGI’s diversified skill set and experience. A new associate integrity analyst 
joined in July 2006. 

50. In addition to the growing number of investigations and increasing case complexity, 
OAGI expects its workload to increase in other areas as well. The Policy requires OAG to 
randomly audit ADB projects to monitor financial compliance and conduct PPRAs to improve 
project oversight. ADB’s Audit Committee of the Board of Directors has requested that OAGI 
maintain its efforts to conduct more PPRAs. OAGI conducted four PPRAs in 2005 and five 
PPRAs in 2006 and plans to reach its full annual audit potential in 2007 by conducting six or 
seven such audits.  

51. With its increasing experience, the IOC requires OAGI to include more background and 
supporting information. In addition, for complex cases, OAGI uses visual presentations, 
                                                 
9  Board Paper R179-06, 29 August 2006. 
10 http://www.adb.org/Documents/Guidelines/Integrity-Guidelines-Procedures/default.asp?p=antipubs
11  ADB Today is ADB’s internal daily newsletter that includes news and official announcements for staff.
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structural and procedural diagrams, and demonstrates relevant evidence. This increasing 
requirement extends the time it takes to reach investigative conclusions and requires increasing 
resources. This particularly applies to collusion cases, which represent 46% of all investigations. 
Collusion involves two or often more entities and may be demonstrated by patterns resulting 
from circumstantial evidence. 

B. Harmonization and Cross Debarment 

52. The IFI Anti-Corruption Task Force supported ADB’s achievement of harmonized 
definitions of corrupt and fraudulent practices and guidelines for investigations. Mutual 
recognition of the MDBs’ enforcement actions and the possibility of cross debarment would 
substantially assist in deterring and preventing corrupt practices; however, the MDBs’ distinct 
mechanisms for addressing and sanctioning violations of their respective anticorruption policies 
remain as major challenges for ADB and other MDBs. 

C. Cooperation with Borrowers, Executing Agencies, and Project Officials  

53. OAGI needs to allocate resources to further assist borrowers, EAs and project 
implementation unit officials to ensure all ADB-financed activities adhere to the highest ethical 
standards. Lack of borrowers’ and EAs’ adequate understanding of ADB’s policies and 
procedures occasionally delays investigations. Part of this challenge is distinguishing ADB’s 
administrative process from member countries’ legislation and their often different definitions of 
fraud and corruption. 

54. OAGI will continue to meet borrowers and EAs to develop their capacity on 
anticorruption issues and discuss ADB’s Policy and procedures. The regional seminars (see 
paragraph 39) will further increase the understanding and awareness of the Policy and improve 
project implementation as well as the response to OAGI inquiries. OAGI also plans to continue 
training and working with supreme audit institutions in the context of PPRAs. 

D. OAGI Independence and Administration 

55. Maintaining OAGI’s independence is imperative to its ability to perform effectively its 
responsibilities. When the Policy was approved in 1998, the functions of OAGI were placed 
within the OAG. This approach has provided the greatest possible and fully effective 
independence from ADB’s operations. 

56. The Auditor General who managed the development of OAGI from a unit to a division 
will be retiring in June 2007, and OAGI will therefore be facing the challenge of a change in 
OAG’s management. While combining the audit and investigative functions has worked well, 
and while there is an inherent need to coordinate audit and investigative functions within an 
organization, managing the two distinct functions within one office has been a practical rather 
than a necessary approach. The question of separating or combining these two functions is an 
issue that is being considered by other MDBs, and will likewise need to be considered by ADB 
in light of the increasing demands and expectations that are placed on each of these two 
important functions as they expand. 



 Appendix 1  15

STATUS OF REPORTED FRAUD AND CORRUPTION  
INVESTIGATIONS AS OF 31 DECEMBER 2006 

 

Year Received/Status Total Loan Technical Assistance ADB Staff Other 

 
1998 & 1999:  
 

55 32 6 10 7 

 
2000:  

 
59 

 
35 

 
5 

 
14 

 
5 

 
2001:  
 

 
77 

 
58 

 
6 

 
7 

 
6 

 
2002: 
  

 
81 

 
54 

 
10 

 
12 

 
5 

      
2003:       92 53 17 11 11 

2004: Open 
      Closed 
 

  2 
97 

  2 
50 

  0 
16 

  0 
25 

0 
6 

 Total 99 52 16 25 6 

2005: Open 
      Closed 
 

20 
82 

19 
49 

0 
6 

1 
14 

0 
13 

 Total 102 68 6 15 13 

2006: Open 
      Closed 
     
                  Total 
 

61 
47 

 
108 

49 
25 

 
74 

9 
8 

 
17 

3 
14 

 
17 

0 
0 

 
0 

Cumulative 

 Open 
 Closed 
 

 
 83 

590 

 
 70 

356 

 
 9 

74 

 
   4 

107 

 
 0 

53 

      Cumulative Total 673 426 83 111 53 
 
 

CLOSED INVESTIGATIONS 

 
Year 

Received 

 
Total 

 
Closed – 

Without Sanction 

 
Closed – 

With Sanction 

 
Referred to 

BPMSD 
 

1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 

 
Total 

 
21 
34 

 59  
77 
81 
92 
97 

 82 
47 

 
590  

 
12 
24 
41 
61 
59 
72 
57 
58 
37 

 
421 

 

 
5 
7 
8 

13 
18 
18 
22 
17 

2 
 

110 

 
4 
3 

10 
3 
4 
2 

18 
7 
8 

 
59 
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COMPLAINTS 

Opened, Converted to Investigation, and Closed 
 2005 2006 

Complaints from prior year 33 51 
Opened during year 199 171 
Total 232 222 
Closed upon screening 79 81 
Converted to investigations during year 102 108 
Carried forward to subsequent year 51 33 

 
 
 
 

INVESTIGATIONS 
Opened and Closed 

 2005 2006
Investigations from prior year 81 89
Opened during year 102 108
Reopened from prior year 1 1
Total 184 198
Closed during year 95 115
Carried forward to subsequent year 89 83

 
 
 
 

INVESTIGATIONS 
Closed in 2005 and 2006 

 2005 2006
Unsubstantiated, refuted or insufficient evidence 57 78
Reported to Integrity Oversight Committee – No Sanction Imposed 3 2
Reported to Integrity Oversight Committee – Sanction Imposed 19 20
Considered by Sanction Appeals Committee 2 2
Referred to BPMSD 14 13*

Total 95 115

                                                 
*  In addition to the 11 cases mentioned in paragraph 22, this includes 1 case closed in 2006 that did not recommend 

disciplinary action and 1 not related to a specific staff member. 
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SIGNIFICANT CASES INVOLVING ADB-FINANCED ACTIVITIES CONCLUDED IN 2006 

Case 04-086-0607 – Misrepresentation  

1. The Integrity Division (OAGI) received an allegation that the salaries of experts might be 
underpaid by a contracted consulting firm and conducted a review of curriculum vitaes (CVs) 
and documentation regarding remuneration of experts. 

2. When screening the allegations, OAGI found that various documents provided by the 
consulting firm may have been forged. The firm provided OAGI letters of experts confirming 
their past earnings prior to joining the firm. OAGI tried to contact the experts to confirm the 
information provided by the firm, but the experts could not be located. 

3. Given the limitations to verifying the allegations and to protect the whistleblower, OAGI 
could not pursue the investigation. Lacking sufficient evidence and given the constraints to 
investigate further, the Integrity Oversight Committee (IOC) decided to close the case but a 
caution letter was sent to the firm, outlining the concerns of the investigation.  

Case 04-094-0601 – Collusion 

4. OAGI determined that the bids submitted by two bidders, in particular the bill of 
quantities, shared the same handwriting and had been prepared by the same person.  

5. Firm A identified a recently terminated employee responsible for preparing the bid and 
claimed that it was an isolated act committed by the employee without the knowledge of 
management. Firm B also admitted that the bid was prepared by a staff but without proper 
authorization and that the staff had been dismissed after management discovered the 
wrongdoing.  

6. Following the principle that firms are responsible for the actions of their employees, the 
IOC declared both firms ineligible to participate in any ADB-financed activity for a minimum of 3 
years. 

Case 05-059-0607 – Submission of False Documents 
 

7. In one of its project procurement-related audits, OAGI found indications of irregularities 
in the business relationship of the bidder and a distributor as well as potential submission of a 
fraudulent bid security in a tender for supply of equipment. OAGI found no irregularity regarding 
the two firms’ business relationship; however, OAGI confirmed from the purported issuing bank 
that the submitted bid security was false. 

8. The investigation found that the lead firm arranged for its associate firm to obtain the bid 
security from a local bank and the lead firm had no knowledge that document was falsified.  A 
representative and an owner of the associate firm admitted fabricating the bid security and 
indicated that their company had ceased operations in 2005. Because they offered no evidence 
to substantiate that the firm had been dissolved or liquidated, OAGI recognized the possibility 
that the firm might still exist.  Therefore, the IOC debarred the associate firm for 7 years and its 
representative, as an individual, indefinitely. 
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Case 05-068-0604 – Submission of False Certificates 

9. OAGI received an allegation that false certificates of conformance to the products’ 
technical specifications had been submitted by a firm in its proposal. The purported issuer 
confirmed that it did not issue the certificates. The firm admitted that it submitted the false 
certificates and had dismissed the responsible manager, but it did not provide any proof of 
termination of employment.    

10. OAGI concluded that fraud occurred and that the submission of false certificates was 
intended to qualify the firm for the contract award. The IOC declared the firm ineligible to 
participate in any Asian Development Bank (ADB)-financed activity for a minimum of 3 years.  

Case 05-077-0607 – Submission of False Documents 
 

11. OAGI investigated an allegation that two bidders submitted virtually identical bank 
guarantees in a bid proposal for procurement of supplies. OAGI contacted the issuing bank and 
found that Firm A’s document was false while Firm B’s was authentic. Firm A admitted to 
falsifying the document.  

12. The IOC concluded that a fraudulent practice occurred because a bank guarantee was 
necessary to qualify for the contract.  The IOC declared Firm A ineligible to participate in any 
ADB-financed activity for a minimum of 7 years and Firm A’s principal director, as an individual, 
indefinitely. 

Case 05-077-0609 – Submission of False Documents 
 
13. In a separate case under the same project related to Case 05-077-0607, OAGI found 
that Firm C submitted in its bid proposal (i) a certificate allegedly issued by a manufacturer 
authorizing Firm D as its distributor and (ii) a certificate from Firm D authorizing Firm C to 
include the manufacturer’s products in its proposal.  OAGI confirmed that the manufacturer had 
not authorized Firm D as its distributor.  

14. OAGI found sufficient evidence that a fraudulent practice occurred in the submission of 
the false certificates.  The IOC declared Firms C and D ineligible to participate in any ADB-
financed activity for a minimum of 3 years and debarred its directors and owners, as individuals, 
indefinitely.  Firm D submitted a petition of appeal but did not reply to OAGI’s request to 
reconcile conflicting information. 

Case 05-079-0604 – Submission of CVs without Authorization and Misrepresentation of 
Employment Status  

15. OAGI received an allegation that two consultants purportedly engaged under a project 
by Firm A, an international consulting services firm, in association with Firm B, a local consulting 
firm, were unaware of the project and their consultant positions when contacted by the project 
management office. OAGI conducted an investigative mission and determined that there were 
integrity issues with 15 of the 16 local consultants included in the bid proposal: (i) two CVs 
contained forged signatures and were submitted without the knowledge or authorization of the 
proposed consultants; (ii) three CVs provided fictitious contact details and the consultants’ 
names could not be recognized by Firm B staff though they were claimed to be full-time 
employees; (iii) two CVs were submitted at a time when the proposed consultants had left the 
country and thus, may have been submitted without their authorization or with the intention of 



 Appendix 2  19

replacement; (iv) six purported full-time employees could not be located by OAGI even with the 
assistance of Firm B; and (vi) two consultants confirmed their employment status had been 
misrepresented in their CVs. OAGI determined that the employment status of at least 8 of the 
16 local consultants had been misrepresented in the proposal as well as one proposed 
replacement consultant. OAGI was able to confirm the actual involvement in the project of only 
3 of the 16 originally proposed local consultants. 

16. OAGI also determined that 7 out of the 16 proposed consultants were replaced without 
prior notification and approval from the executing agency (EA) or ADB.  Most of these 
replacements were significantly less qualified than the originally proposed consultants. For 
example, Firm B replaced the proposed Procurement Contract Specialist (a purported full-time 
Firm B employee with over 46 years of procurement experience and an MS degree in 
Engineering) with the 19 year-old relative of the Firm B Head of Business Development who is 
not a university graduate and lacks procurement and contract management experience. The 
proposed Social Impact Assessment Expert (a purported full-time Firm B employee with over 17 
years of experience and a PhD in Applied Sociology) was replaced with a part-time Firm B 
employee with approximately 2 years cumulative experience and a BS degree in Sociology. 
Both replacement consultants stated during their interviews with OAGI that they had worked on 
the project when the project work commenced after the contract was signed. 

17. During the course of its investigation which entailed many interviews, OAGI identified 
that the Business Development Head of Firm B was directly responsible for the project activities 
including submission of information for the bid proposal. An employee of Firm B also attempted 
to circumvent OAGI’s investigation through various misrepresentations during the interview. 

18. The IOC declared Firm B ineligible to participate in any ADB-financed activity for a 
minimum of 7 years. Its Business Development Head was sanctioned indefinitely while its 
employee who tried to mislead OAGI during the investigation was debarred for a minimum of 2 
years. The IOC determined that Firm A had been aware of the misrepresentations when it 
prepared the bid proposal. For its knowledge of and submitting incorrect information in its 
proposal, Firm A was debarred for a minimum of 5 years. The IOC also recommended that ADB 
consider requesting the EA to terminate the project contract with Firm A. After consultation with 
ADB, the EA terminated the contract and replaced the consulting firms.  

19. All sanctioned parties appealed the decisions. The Sanction Appeals Committee 
determined that the petitions of appeal did not include new information; therefore, the 
Committee rejected the appeal and confirmed the sanctions imposed by the IOC. 

Case 05-084-0604 – Misrepresentation of Employment Status 

20. OAGI investigated concerns of misrepresentation of an expert proposed simultaneously 
by three associate firms as their full-time employee. Two of the firms, together with an unrelated 
third entity, comprised a consortium which employed the expert for another project. Therefore, 
one firm considered the expert to be its full-time staff. The other firm provided an employment 
contract with the expert, substantiating the expert’s full-time employment status and deployment 
to the consortium’s project. The third firm, Firm C, claimed the expert had been with the 
company since April 2004 and altered the certification section in the expert’s CV, declaring the 
expert as its full-time staff.  Firm C admitted mistakes during the preparation of the CV and lack 
of internal control, and confirmed that the expert was not currently employed with Firm C. 
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21. The expert misrepresented his employment status when submitting his CV to all three 
firms at the same time. The expert also provided false information during the investigation when 
he initially denied having submitted his CV and consent to Firm C.   

22. The inclusion of the CV in all three proposals may have led to an employment 
opportunity for the expert regardless of the winning bidder. 

23. The IOC debarred both the expert and Firm C for a minimum of 3 years. 

Case 06-014-0610 – Misrepresentation of Work Experience 

24. OAGI investigated concerns that Firms A, B, C and D misrepresented their work 
experience. 

25. OAGI found that Firm A overstated the contract amount of a previous similar project with 
ADB. Firm B demonstrated its work experience referring to another donor-funded project, which 
was not confirmed by the EA managing that project. The EA confirmed that it did not award the 
contract for the project to Firm B, and that it did not have a contract bearing the contract 
numbers listed, nor employed a chief engineer or the signatory of the certificate. Firm B also 
declared inaccurate information of its work experience on another ADB project. Similarly, the EA 
stated as previous employer by Firm C confirmed not having engaged Firm C for the contracts 
listed in the firm’s bid. The contracts stated by Firm C were not among the packages under the 
project indicated and the project itself had been completed 3 years prior to the stated dates of 
contract award. OAGI confirmed the authenticity of Firm D’s work experience.  

26. The IOC declared Firms A, B and C ineligible to participate in any ADB-financed activity 
for a minimum of 3, 5 and 2 years, respectively, and the officer of Firm C responsible for the 
fraudulent submission was debarred indefinitely. 

Case 06-016-0609 – Submission of False Bid Documents/Collusion 

27. A project procurement-related audit identified that bid documents were similar in format 
and price and that bidders proposed the same brands, indicating collusion. 

28. OAGI found that Firm A falsified 7 and Firm B 10 manufacturer authorizations for Tender 
A. Firm C provided 10 falsified manufacturer authorizations for Tender A, 2 for Tender B and 3 
for Tender C.  Firm D also submitted 4 similar falsified documents for Tender B and together 
with Firm E, 3 for Tender C. Firm A admitted that some manufacturer authorizations had been 
falsified and confirmed having formed an informal strategic cooperation with Firms C and B. 

29. Firm D submitted 2 manufacturer authorizations issued to another entity for Tender B. 
Firm C also provided the 27 manufacturer authorizations that were also included in the bids of 
Firms A, B and H for Tender A, 2 that were part of Firm D’s bid for Tender B and 10 of  those 
submitted by Firms  D and E in their bid for Tender C. Furthermore, Firm C submitted in its bid 
for Tender A,  12 letters of authorization issued to and in the name of Firm A that were also 
included in Firm B’s and 8 thereof in Firm H’s bid. 

30. Firms C and D confirmed having cooperated with Firms A and B by acknowledging Firm 
A’s reply. Firms C, D and E provided an identical response to OAGI’s findings and signed each 
others’ replies. A company background check revealed that one owner of Firm C also held one 
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third of the shares of Firm D and is president director and active partner of Firm E, and, that the 
other owner of Firm C is his son-in-law and director and silent partner of Firm E. 

31. Firm H confirmed never having participated in a tender and neither signed nor 
acknowledged Firm A’s reply nor was it mentioned therein as one of the partners who 
cooperated. A company background check of Firm H did not reveal any inter-relationships with 
the other companies or its owners. 

32. Firms F and G provided three manufacturer authorizations that were also included in the 
bid documents of Firms C, D and E for Tender C. Through Firm A and by acknowledging, 
approving and signing Firm A’s reply to OAGI’s findings, Firms F and G confirmed having 
formed an informal cooperation with Firms A and B, and that Firm A participated in the bid 
through Firms F and G. A company background check revealed that one owner of Firm F is the 
brother of one of Firm A’s owners and cousin of one of Firm G’s owners, who happens to be the 
wife of Firm A’s other owner. 

33. Avoiding obtaining authorizations from the manufacturers to fulfill the bid requirement 
and the award of the contract to one of the bidders could have resulted in financial benefits for 
the other bidders as suppliers of equipment. Based on the facts that Firms A, B, C, D, E, F and 
G (i) falsified the same manufacturer authorizations, (ii) provided several manufacturer 
authorizations that were included in the bid documents of other bidders, (iii) included letters of 
authorization issued by manufacturers to and in the name of Firm A, (iv) had a conflict of 
interest through either common ownership or close relationships of their shareholders, and (v) 
confirmed having formed an informal strategic cooperation, the IOC determined that the firms’ 
actions constitute a fraudulent and collusive practice under the Policy and debarred all seven 
companies and six of its owners for a minimum of 7 years. 

Case 06-017-0609 – Submission of False Bid Documents/Collusion 

34. A project procurement-related audit identified that (i) bid documents were similar in 
format and price, (ii) bidders submitted the same brochures but with different brand names and 
country of origin, (iii) mismatches of authorized signatories and letterheads, and (iv) some of the 
bids included the same typographical errors, indicating collusion between some of the bidders. 

35. OAGI found that (i) Firms A and B falsified five manufacturer authorizations, (ii) provided 
the same 10 manufacturer authorizations, (iii) the two company’s letters of statement included 
the same typographical error, (iv) one letter of statement in Firm A’s bid was signed on behalf of 
Firm B, and (v) one manufacturer authorization of Firm B was included in Firm A’s bid and vice- 
versa, and concluded that the two firms colluded.  

36. Firm A did not reply to OAGI’s findings, but Firm B confirmed that it cooperated with Firm 
A, who assisted Firm B in preparing the bid document. Firm B explained that their associated 
company, Firm C, issued the authorizations as the manufacturer’s representative: a claim that 
could not be substantiated. 

37. Firms D and E falsified the authorization of the same manufacturer. Both firms provided 
the same four manufacturer authorizations in their bid. Firm D acknowledged OAGI’s findings 
but did not provide any explanation. Firm E had meanwhile ceased operations and could not be 
contacted. OAGI concluded that Firms D and E also colluded. 
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38. Firm F falsified three manufacturer authorizations. The firm did not provide a reply to 
OAGI’s findings. 

39. The IOC determined that Firm F’s actions constitute a fraudulent practice and those of 
Firms A, B, D and E a fraudulent and collusive practice under the Policy and debarred Firm F for 
3 years and the other firms and their owners as well as Firm B’s associated company, Firm C 
and its owners, for a minimum of 7 years. 

Case 06-036-0605 – Submission of False CV 

40. The CVs of an expert proposed by two firms for the same project showed different 
signatures and were found to be potentially fraudulent. The expert affirmed that he consented to 
both firms submitting his CV and signed the CV submitted by Firm B, but that the signature on 
the CV submitted by Firm A was not his and that contrary to Firm A’s declaration, he is a 
freelance consultant rather than a regular full-time staff.   

41. OAGI clarified with Firm A and found that the expert had a long-term engagement with 
the firm. The first page of the CV accurately indicated the expert’s freelance status, but on the 
last page he was inadvertently stated as full-time employee. The signature portion bore a 
written-out name of the expert rather than his signature. 

42. OAGI concluded that Firm A’s actions do not constitute a misrepresentation given the 
mitigating factor. However, Firm A failed to exercise proper care and due diligence when 
submitting the expert’s CV leading to inclusion of incorrect information. The IOC upheld OAGI’s 
recommendation to caution the firm.  

Case 06-038-0605 – Submission of False CVs 

43. OAGI opened a case to investigate potential misrepresentation in a CV submitted in a 
firm’s proposal. 

44. OAGI verified with Expert A and established that he did not authorize nor consent to the 
firm’s submission of his CV, neither did he sign the CV nor certify being the firm’s regular full-
time staff. However, he confirmed his current engagement with another participating bidder with 
whom he agreed to be included in its proposal.  The firm explained that its submission was 
based on the expert’s letter to work exclusively for the firm, should it be awarded the contract. A 
thorough review of the letter revealed that expert A indeed only gave his consent to work for the 
project, but that the expert’s signatures in the letter and on the CV were not identical. While the 
expert gave his consent to work, he did not authorize the firm to sign his CV. 

45. OAGI also validated that Expert B could not have been involved with the two ADB 
contracts he reportedly worked from 1995 to 1998 and from 1998 to 2000, respectively, since 
both contracts were only approved and implemented in late 2000. Expert B retracted his initial 
response to OAGI, in which he confirmed the inaccuracy of the information provided and lack of 
authority given to the firm to sign the CV on his behalf. OAGI further confirmed the expert’s new 
stance in a subsequent conversation with the expert. 

46. OAGI concluded that the actions of the Firm in providing inaccurate information and      
submitting and signing the CVs of Experts A and B were fraudulent. OAGI also determined that 
Expert B violated the Policy by providing false information during the investigation. The IOC 
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debarred the Firm and Expert B for a minimum of 3 years and advised to caution the Firm’s 
holding company not to take any action to circumvent ADB’s sanction through one of its entities. 

Case 06-047-0605 – Corrupt Practices, Misrepresentation of Employment Status and 
Sanction Violation  

47. OAGI determined that a consulting firm (Firm A) had issued a corporate check in the 
amount of P75,000 to an ADB staff (Appendix 3, case 06-034-BPHR).  OAGI also determined 
that the ADB staff had received payments from other consultants, including $600 from an 
individual consultant affiliated with Firm A. These payments improperly influenced the 
performance of the staff's duties when the staff identified a misrepresentation of the consultant's 
full-time employment status with an affiliated firm (Firm B) of Firm A, in a proposal submitted for 
a project under the staff's administration, and the staff failed to report the violation of ADB’s 
Anticorruption Policy. 

48. During its investigation, OAGI determined that Firm B submitted to ADB nine CVs in six 
proposals for the provision of consulting services, misrepresenting full-time employment status 
with the knowledge and authorization of the proposed consultants. OAGI based its conclusion 
on the descriptions of concurrent employment with significant responsibilities in most of the CVs 
as well as information provided by Firm B describing its compensation arrangements with the 
consultants.  

49. The IOC had previously declared Firm A and an affiliated firm (Firm C) ineligible to 
participate in any ADB-financed activity for a minimum of 4 years. The IOC determined that 
Firms A and C had committed fraudulent practices in over-billing the EA of an ADB project for 
$86,133.  After the sanctions were imposed, the consulting firms shifted their ADB consulting 
operations to a non-sanctioned affiliate, Firm B.   

50. OAGI determined that Firms A, B, and C do not operate as distinct corporate entities 
based on the following factors: common majority ownership of all three entities through 
combinations of three shareholders; common senior management; Firm B's business 
development, project management and administrative support are provided by Firm C;  Firm B's 
employee social security and health insurance benefits are provided by Firms A and C;  the 
absence of  corporate regulatory filings by Firm B since 1988; and the perception of ADB staff 
working on projects with Firms A, B and C that they are the same entity.  As a result, OAGI 
determined that it is more likely than not that Firm A participated in ADB-financed projects in 
violation of its sanction through the use of Firm B as its proxy. 

51. As aggravating factors, OAGI recommended that IOC consider (i) the high degree of 
knowledge of ADB’s policies and procedures in light of the participation of Firms A and B in a 
large number of ADB projects since 1988, (ii) the existing sanctions, and (iii) the failure of 
several parties in this case to cooperate during the investigation, including the provision of a 
sworn affidavit with a material misstatement, provision of false documents, a promise to provide 
pay slips which did not exist, and failure to respond to OAGI's requests for information.  

52. The IOC sanctioned Firm A and all its affiliates for a minimum of 10 years. Two directors 
of Firm A were sanctioned indefinitely in their individual capacities in light of their personal 
involvement and supervision of Firm A's corrupt practice in the payment to an ADB staff and 
Firm B's fraudulent practices in the submission of nine CVs containing misrepresentations of 
full-time employment status. Two consultants were sanctioned indefinitely for multiple 
misrepresentations of their full-time employment status and supervision of Firm B's fraudulent 
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practices. One consultant was sanctioned indefinitely for corrupt practices by making payments 
to an ADB staff, and fraudulent practices in the submission of two CVs containing 
misrepresentations of employment status. One consultant was sanctioned for a minimum of 4 
years for misrepresentation of employment status and another consultant was sanctioned for a 
minimum of 1 year for misrepresentation of employment status. Different sanction periods were 
applied in light of aggravating or mitigating factors. 

Case 06-071-0610 – Misrepresentation of Financial Statements and Submission of 
Fraudulent Bank Document 

53. OAGI investigated concerns identified by the EA regarding submission of potentially 
fraudulent documents by a joint venture (JV) in a bid for civil works packages. 

54. OAGI established that the submitted introduction and confirmation letter was falsified as 
confirmed by the purported issuing bank. The JV rationalized that the letter was inadvertently 
included and not relevant to the bid; however, the requirement was explicitly stated in the bid 
document and relevant for the bid evaluation.    

55. The investigation also revealed that the audited financial statements of the two firms 
comprising the JV bore identical liabilities and questionable figures. The JV claimed that the 
identical financial information was the result of an agreement between the two firms to share 
debts, profits and taxes. OAGI did not consider the clarification credible since publicly available 
information on the two firms clearly indicated that both were distinct and separate legal entities.  
OAGI concluded that the submission may have misled the EA in its evaluation of the JV’s 
financial capacity to qualify for contract award. The IOC declared the JV as well as the two firms 
as individual entities ineligible to participate in any ADB-financed activity for a minimum of 3 
years. 

Case 06-072-0610 – Misrepresentations of Firm’s Qualifications 

56. OAGI received an allegation that a Firm misrepresented its qualifications, including its 
list of experience in projects contracted to other consulting firms. 

57. OAGI determined that the Firm’s proposals and ADB Data on Consulting Firms 
registration included references to an international affiliate company which had ceased 
operations in 1999. The firm asserted that it had failed to update its company communications 
due to institutional sluggishness. The investigation also found that the firm’s proposals listed as 
work experience projects which had been completed by other consulting firms as well as 
projects where a senior official of the firm had been engaged solely as an individual consultant. 

58. The IOC declared the firm and its principal officers ineligible to participate in any ADB-
financed project for a minimum of 1 year. 

Case 06-090-0610 – Misrepresentation of Academic Qualifications 

59. OAGI received an allegation that a consultant had provided false information in his CV. 
The consultant claimed to have authored several publications and having a PhD degree in 
Human Resources Development from a university. The university confirmed to OAGI that 
although the consultant had begun a PhD program in Arts Policy and Management, he had 
withdrawn from the university without obtaining a degree.   
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60. The IOC declared the consultant ineligible to participate in any ADB-financed activity 
indefinitely.  

Case 06-079-0612 – Misrepresentation of Experts’ Employment Status 

61. During the selection process, COSO and OAGI received an allegation that firms short-
listed for an ADB project potentially misrepresented the employment status of their proposed 
experts. The Consultant Selection Committee (CSC) closely reviewed the technical proposals of 
the short-listed firms and identified that the employment status of four experts proposed by Firm 
A in association with Firm B, and two experts proposed by Firm C in association with Firm D, 
appeared to be misrepresented.  

62. Experts 1 and 2 proposed by Firm A, in association with Firm B, clarified that they did 
not declare themselves as full-time employees in the CVs submitted to Firm B. Both experts 
believed that the change may have been effected inadvertently by Firm A. Firm A conducted its 
own investigation on the matter and reported to OAGI that the false statement of the 
employment status of Experts 1 and 2 resulted from an administrative error of an inexperienced 
staff and lack of internal controls during the preparation of the proposal. Firm A also requested 
ADB to reclassify the employment status of Experts 3 and 4 from full-time to intermittent, since, 
according to Firm A, they were likely to work on an intermittent basis as well. 

63. OAGI’s inquiries with Firm B revealed that it had overlooked the incorrect certification of 
Expert 4 by mistake but declared that the CV submitted for Expert 3 correctly stated his 
employment status.  Inquiries with the experts resulted into Expert 4 admitting the error stating 
that he did not properly understand ADB’s definition of a regular full-time employee. Expert 3 
confirmed not having declared himself as a full-time employee of Firm B, that he authorized 
Firm B to submit his CV, but failed to review it prior to submission. 

64. The investigation into the submissions of Firm C in association with Firm D revealed that 
the CV of Expert 5 was submitted by Firm D without his authorization. The expert stated that he 
correctly declared he was not a full-time employee of Firm D and the CV was submitted for 
another ADB project. Expert 6 substantiated that he was a full-time employee of Firm D but that 
there was a typographical error in his CV.  He provided OAGI his employment contract and 
insurance payments made by Firm D on his behalf during the employment period stated. 

65. OAGI considered and presented to the IOC all mitigating and aggravating factors, 
particularly, full cooperation of the concerned parties during the investigation, reminded the IOC 
that an earlier reprimand was issued to another business unit of Firm A’s holding company and 
Firm A’s explanations of its corporate structure.  The IOC debarred Firms A, B, and D for a 
minimum  of 1 year and issued a reprimand to Expert 4.  
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SIGNIFICANT CASES INVOLVING ADB STAFF CONCLUDED IN 2006 

Case 04-064-BPHR — Abuse of Rental Subsidy 

1. As part of an integrity test into housing benefits of Asian Development Bank (ADB) staff, 
the Integrity Division (OAGI) found circumstantial evidence suggesting that a condominium 
rented by a staff is owned by a close relative, suspected to be the staff’s sister.  

2. The investigation revealed that the owner had the same address as the staff’s parents, 
the registered owner issued a power of attorney to the staff when purchasing the property, and 
the staff availed of a multi-purpose loan of $56,978 during the period the property was 
purchased, suggesting that the staff had an interest in acquiring the property. 

3. In response to OAGI’s findings, the staff admitted having facilitated the purchase on 
behalf of the owner but denied having a financial interest in the property. The use of the address 
of the staff’s parents was claimed to merely facilitate communication between the staff and the 
owner. The staff further claimed that a friend indebted to the staff was paying the rent on behalf 
of the staff directly to the owner. 

4. OAGI contacted the registered owner who denied any relationship with the staff. The 
owner, however, was not prepared to disclose any details on financial transactions regarding 
the property purchase. 

5. OAGI requested the staff to submit relevant documents to prove rental payments were 
made as stipulated in the lease agreement. The staff submitted some documents but could not 
substantiate the rental payments. The staff was terminated in May 2006 and the unauthorized 
rental subsidy of $135,000 shall be recovered. 

Case 04-066-BPHR —  Abuse of Rental Subsidy 

6. As part of the integrity test into housing benefits of ADB staff referred to in case 04-064-
BPHR, OAGI established that a staff was living in the apartment of a spouse’s niece. The rental 
payment of P88,000, in comparison, was considered relatively high for that specific property and 
advice from the housing counselor to renegotiate the rent had been ignored. Similarly, the staff 
ignored OAGI’s request for bank statements and cancelled checks to substantiate rental 
payments until late 2004 when the staff was obliged to submit such documents after a meeting 
with the Human Resources Division (BPHR).    

7. The staff submitted deposit slips, a one-page bank statement and a power of attorney. 
OAGI reviewed the documents and found that the staff made a one-time payment of  $55,452 in 
May 2004, to cover arrears for a 3-year rental period, contrary to the yearly rental receipts 
submitted to the Compensation and Benefits Division (BPCB). 

8.  OAGI concluded that the staff violated AO 3.07 and recommended BPHR to take 
disciplinary action. The staff eventually resigned and BPCB is recovering the rental subsidy of 
$128,690. 

Case 05-060-BPHR —  False Medical Claims 

9. OAGI investigated suspicious medical claims submitted by an ADB staff. OAGI visited 
one of the doctors who had purportedly issued 19 prescriptions. OAGI learned that the doctor 
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had retired many years ago from the health department indicated in the letterhead of the 
prescriptions and is now working with another government agency.  The doctor confirmed not 
having issued the prescriptions and provided samples of signature and handwriting. Other 
doctors also confirmed that they had not seen the staff for consultation nor issued any 
prescriptions.  

10. In an interview with OAGI, the staff admitted that a sister’s friend arranged for the 
issuance of the prescriptions in the staff’s name which were intended for medications for the 
staff’s sister and mother. 

11. Based on OAGI’s findings, ADB’s claims administrator reviewed the staff member’s 
complete medical file and identified 277 suspicious claims aggregating P495,313. Claims in the 
amount of P23,822 were confirmed to be genuine. The remaining claims were either confirmed 
to be fraudulent or could not be substantiated. 

12. OAGI uncovered the fraud shortly after the staff left ADB, thus no disciplinary action was 
taken; however, the fraudulent amount was settled with the insurer with funds due to the staff 
upon separation, which had been withheld by BPHR since the investigation was still ongoing. 

Case 05-081-BPHR — Potential Conflict of Interest 

13. OAGI received an allegation of a potential irregularity in the implementation of a 
technical assistance (TA) project where a staff, the TA’s project manager, personally advanced 
$33,000 interest-free to the beneficiary. The staff explained that the amount was used to defray 
domestic consultant fees, visiting lecturer’s fees, office supplies, communication and Internet 
expenses and books to overcome cumbersome processing of receipts and expedite payments. 
The staff did not discuss the transactions with management at that time and only reported these 
when requesting reimbursement from ADB.   

14. OAGI concluded that, while all transactions could be substantiated and were 
subsequently checked and approved by the relevant ADB departments, the action as such 
constituted a conflict of interest under ADB’s Anticorruption Policy (the Policy) and could have 
improperly influenced the duties and responsibilities of contractual obligations. OAGI referred 
the case to BPMSD and the staff was reprimanded. 

Case 06-024-BPHR — Theft 

15. On 25 January 2006, BPHR requested OAGI to conduct an investigation following a 
preliminary inquiry by Security and Emergency Services Section (OAFA-SE) of a reported theft 
of Staff A’s wallet containing two credit cards and approximately P5,000 in cash. Within four 
hours from the time of theft, 16 unauthorized purchases were made totaling P232,406 from 11 
stores located at shopping malls nearby ADB, using the stolen credit cards. The purchases 
were made between 3:39 p.m. to 6:09 p.m. on 19 December 2005. 

16. Store clerks at two stores where purchases were made with the stolen credit card 
identified Staff B as the purchaser through photos provided by OAFA-SE and provided affidavits 
of their identification. BPHR had suspended the staff after receipt of OAFA-SE’s preliminary 
investigation report on 23 December 2005. OAGI determined that Staff B’s presence at the 
staff’s workstation could not be substantiated between 2:30 p.m. and 3:12 p.m., and between 
3:14 p.m. and 4:09 p.m. on the day of the theft. OAGI confirmed that Staff B left ADB at 5:37 
p.m., shortly before a purchase made at 5:45 p.m. from a store where a store clerk had provided 
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an affidavit identifying Staff B as the purchaser.  During an interview, Staff B stated having 
shopped for approximately 3 hours after work at one of the shopping malls. 

17. In order for Staff B to have been involved in the theft, OAGI determined that an 
accomplice was necessary in light of Staff B’s presence at ADB during the time of two 
purchases using the stolen credit card. The store clerks attested that Staff B was shopping with 
an older lady.  Based on a review of Staff B’s phone records, OAGI determined that Staff B had 
called a close friend working at another company near ADB shortly before the unauthorized 
purchases began and Staff B’s presence could not be substantiated.  Staff B also called the 
friend immediately following her suspension from ADB.   

18. OAGI provided the results of its investigation to BPHR who referred it to a Review 
Committee. The Review Committee determined that there was insufficient evidence to support 
disciplinary action.  

Case 06-032-BPHR – Potential Conflict of Interest 

19. OAGI investigated allegations that an ADB staff is conniving with a vendor, receiving 
undervalued demo equipment and removing the equipment from ADB. 

20. OAGI found that the items taken out of ADB were primarily demo products and were 
returned to the vendor.  The inquiry, however, revealed that the staff had a principal interest in a 
company in the same field of business as the staff, but managed by the staff’s spouse.    

21. OAGI concluded that the staff’s ownership, position and involvement in the company 
could have improperly influenced the performance of the staff’s official duties and 
responsibilities and, considering the staff’s position within ADB, may constitute a conflict of 
interest.  The staff failed to disclose business interests and related responsibilities as required 
by AO 2.02.  The staff subsequently transferred the owned shares and removed all references 
attributed to him from the company’s website.  BPMSD issued a written reprimand, indicating 
that the staff’s failure to seek the President’s approval for the staff’s involvement in the company 
in accordance with AO 2.02 amounts to unsatisfactory conduct. 

Case 06-034-BPHR – Corruption  

22. OAGI investigated an allegation that an ADB staff received payments from a consulting 
firm (Appendix 2, case 06-047-0605) in exchange for release of confidential information. The 
investigation revealed that a payment of P75,000 had been made by a consulting firm, Firm A, 
involved in projects under the staff’s administration via a corporate check and was deposited to 
the staff member’s account.  

23. OAGI also determined that the staff member had solicited financial assistance from six 
other ADB consultants engaged in projects under the staff’s administration. OAGI found 
evidence of (i) a payment of $600 and other small gifts by Expert A who has worked with the 
staff on one of the several projects he had with ADB; (ii) loans repaid in full from Expert B whom 
the staff advised of consulting opportunities; (iii) gifts totaling $1,291 from Expert C whom the 
staff assisted in obtaining approvals for project disbursements, bidding procedures and contract 
negotiations; (iv) a loan of $800 (of which $400 was repaid) from Expert D; (v) a loan of P30,000 
(repaid in full) from Expert E; and (vi) a loan of P10,000 (repaid in full) from Expert F. The staff’s 
requests for financial assistance were generally made through the staff’s ADB e-mail account. 
As a result, the consultants may have viewed these requests as an opportunity for more 
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favorable consideration by an ADB staff member with access to information about consultant 
selection and the ability to facilitate their requests to ADB, such as processing disbursements. 
OAGI determined that the staff assisted these consultants in several instances through 
identifying consulting opportunities, facilitating their requests to ADB for disbursements or 
supporting the waiver of scheduling conflicts, and other accommodation.  

24. OAGI established that such payments improperly influenced the staff in the performance 
of the staff’s duties as the staff, although aware, failed to report a misrepresentation made by 
Expert A in a proposal submitted by Firm A.  The staff told OAGI not having reported the 
misrepresentation due to the staff’s feelings of indebtedness to Firm A and Expert A. 

25. OAGI also found that the staff member had received a payment of $965.50 from a 
consulting firm on a project under the staff’s administration. The staff member claimed the 
payment to the staff’s account was for the benefit of the staff’s son, who had been hired by the 
consulting firm to conduct research. The staff member was unable to provide supporting 
documents showing that the payment was intended for the staff’s son. However, ADB staff 
members and members of their immediate family may not accept benefits, favors or gifts from 
sources external to ADB with respect to any ADB transaction, including employment.  

26. The staff member also facilitated money lending activities to other ADB staff on behalf of 
an external money lender who granted the staff loans at discounted interest rates.  OAGI also 
found that the staff member had used the diplomatic pouch for personal purposes. 

27. OAGI determined that there was sufficient evidence to conclude that the staff violated 
the Policy and violations of several other ADB policies. OAGI referred its findings to BPMSD. 
The staff member’s employment was terminated. 

Case 06-048-BPHR – Improper Use of ADB’s E-mail Facility 

28. OAGI investigated an allegation that an ADB staff is using the e-mail account to send 
malicious e-mails during office hours and the messages were putting a strain on the fragile 
marriage of a friend. 

29. OAGI confirmed that six e-mails were sent on 27 September 2005 and 14 February 
2006.  However, OAGI considered the concern a private matter between the staff and the        
e-mail’s recipient, and the messages were neither intended for the recipient’s spouse nor meant 
to intentionally hurt her.   

30. OAGI concluded the case and recommended BPHR to remind the staff to observe the 
rules related to the appropriate use of ADB’s e-mail and Internet. BPHR met with and reminded 
the staff of the provisions of AO 4.17. The staff was also cautioned to keep the situation under 
control to avoid further complaints which may lead to disciplinary action. 

Case 06-052-BPHR – Disclosure of Confidential Salary Information 

31. ADB staff salary information was disseminated to approximately 125 ADB staff by e-mail. 

32. OAGI traced the origin of the e-mails and was able to establish that they were sent from 
a computer located in a hotel near ADB. OAGI confirmed that the suspect staff previously 
stayed at that hotel.  
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33. The staff was technically qualified and equipped to access and disseminate salary 
information as if the e-mail came from other ADB staff. The staff resigned following a meeting 
discussing the unauthorized dissemination of salary information and OAGI’s findings. 

34. As a result of the investigative findings, OAGI recommended ensuring the staff 
concerned could no longer access ADB’s systems with immediate effect. 

Case 06-056-BPHR – Misrepresentation of Academic Qualification 

35. OAGI investigated an ADB staff for allegedly submitting a fraudulent bachelor’s degree 
diploma. The diploma was allegedly issued by a US-based university with campuses in other 
countries, including the country where the ADB staff was employed. 

36. OAGI inquired with the university and confirmed that it does not have a record of the 
staff as a student and it did not issue the diploma and transcript. The president and chancellor 
of the local campus also confirmed that the documents were fake and further attested that the 
signature on the letter submitted by the staff to support the authenticity of the staff’s diploma 
was forged.  

37. Another university associated with the local campus also confirmed that while the staff 
attended a 1-year diploma program in business administration, it did not issue the submitted 
diploma and transcript. Furthermore, the US-based university no longer issue diplomas to 
students at its local campuses and that a genuine diploma never reflects the student’s father’s 
name. The registration number format of the submitted transcript was also incorrect. The 
courses reflected were master level courses and not bachelor’s degree courses. 

38. OAGI concluded that the submission of the false diploma and transcript to ADB is a 
fraudulent practice under the Policy and may also be considered a misconduct and violation of 
AO 2.04.  OAGI recommended BPHR consider appropriate actions including disciplinary 
proceedings. BPHR issued a charge memo and the staff subsequently resigned. 

Case 06-059-BPHR – Misrepresentation in Personal History Form 

39. OAGI investigated an ADB staff for potentially misrepresenting the Personal History 
Form by not declaring a court case filed by a previous employer accusing the staff of accessing 
the company’s computer system without authorization. 

40. OAGI verified and obtained a copy of the legal case from the local court. In an interview, 
the staff confessed having omitted disclosing the information to avoid jeopardizing the 
application with ADB. The staff thought not to be obliged to report the court case and checked 
the relevant box in the PHF since the case was stagnant and no judgment had been rendered 
yet. 

41. OAGI concluded that the staff member’s action could constitute a misrepresentation and 
referred the matter to BPMSD who initiated a disciplinary process. Eventually, BPMSD 
approved summary dismissal of the staff. 
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PROJECT PROCUREMENT-RELATED AUDITS CONDUCTED IN 2006 

Loan 1862-CAM(SF): Northwest Rural Development Project 

1. The Integrity Division (OAGI) conducted a project procurement-related audit (PPRA) on 
Asian Development Bank (ADB) Loan 1862-CAM(SF): Northwest Rural Development Project in 
Cambodia from February to July 2006 with the National Audit Authority of Cambodia and a team 
of consultants assisting. The PPRA reviewed $12 million (64%) of the $18.8 million contracts 
awarded as of 17 February 2006.  

2. The PPRA determined through physical inspection that some civil works contained 
substandard quality. The substandard quality works indicate contractors lacked capacity, poorly 
supervised the works, and/or failed to comply strictly with contract specifications. However, the 
PPRA noted an overall improvement on the contract performance since 2005 due to improved 
supervision, site inspection, and stricter enforcement of construction specification. The project 
management unit (PMU) had also taken immediate actions to rectify most of the issues the 
PPRA identified.   

3. The PPRA identified some irregularities in the project liaison office’s operations including 
ineligible/questionable and unsupported expenses and missing procurement documentation for 
two major consulting contracts. The PPRA also found indications of possible collusive practices 
by suppliers and contractors and potential bid rigging. OAGI will investigate these indicators 
following ADB’s Integrity Principles and Guidelines. 

4. The PPRA also identified instances of non-compliance with ADB’s Procurement 
Guidelines and/or the Loan Agreement, including the unaccounted proceeds from sales of 
bidding documents, as well as control weaknesses in project administration. The PPRA 
recommended that the executing agency (EA) strengthen its internal controls to ensure future 
procurement activities are transparent and comply with ADB’s Procurement Guidelines. 

Loan 1530-FIJ: Third Fiji Road Upgrading Sector Project  

5. OAGI, with support of a team of consultants, conducted a PPRA on ADB Loan 1530-FIJ: 
Third Fiji Road Upgrading Sector Project in the Fiji Islands between 12 June and 7 July 2006. 
As of 28 February 2006, there were 68 project contracts and disbursements totaled US$28.3 
million or 71% of the loan. The PPRA attempted to review all project procurement and 
disbursement documentation, performed a financial management review, examined selected 
road works, and identified areas for improvement. 

6. OAGI was unable to conclude whether the procurement of project goods and works 
complied with ADB’s Procurement Guidelines and the Loan Agreement, nor whether project 
funds were used for their intended purposes due to a limitation in the PPRA’s scope. OAGI was 
unable to perform all auditing procedures to obtain sufficient evidence because of inadequate 
project procurement and financial records. The PMU explained that other Fiji government 
entities hold a large amount of the relevant documentary information. However, many project 
procurement and disbursement documents requested were unavailable, incomplete, or 
contained errors. 

7. Based on the limited documentation provided to OAGI, the PPRA recommended that 
ADB Pacific Department suspend all future Fiji Road Upgrading Project-related loans until the 
2005 project accounts are successfully audited to ADB’s satisfaction and the Ministry of Public 
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Utilities & Infrastructure Development implements the audit recommendations. OAGI shared the 
PPRA findings and recommendations with the Office of the Auditor General of the Fiji Islands, 
who agreed to follow-up with the PMU on its corrective actions.  

Loan 1842-UZB: Urban Water Supply Project 

8. OAGI conducted a PPRA on ADB Loan 1842-UZB: Urban Water Supply Project in 
Uzbekistan from April to September 2006 with the Main Audit Department of the Ministry of 
Finance of Uzbekistan and a team of local consultants assisting.  ADB financed $36 million 
(55%) of total project cost. The PPRA reviewed 100% of contracts procured as of 27 January 
2006. 

9. The PPRA concluded that the project generally complied with ADB’s Procurement 
Guidelines, except for a minor compliance deviation. The PPRA observed an internal control 
weakness within ADB’s database and identified a few possible collusive and fraudulent 
practices that the project’s contractors and/or suppliers may have committed during the bidding 
process.  OAGI will further investigate these indicators.  

10. The PPRA reviewed selected contracts including prices and implementation.  Nothing 
came to our attention that suggested contract prices were unreasonable, or contract criteria 
were not followed. The PPRA identified two major issues that require the EA’s attention and 
prompt actions. Specifically, the PPRA observed that the water and sewerage agencies (the 
Vodokanals) have not used some of the equipment procured. The EA has been working with the 
Vodokanal specialists to ensure that they are properly trained and project equipment will all be 
used. The PPRA further noted that shortage of counterpart financing has delayed some 
contracts and may impair the overall project implementation if not rectified quickly. 

11. The PPRA reviewed 100% of the project disbursements as of 30 June 2006 and 
concluded that the project used ADB’s funds for their intended purposes. The PPRA identified a 
few financial management weaknesses at the project implementation units (PIUs) and 
recommended improvement to strengthen the project’s administration and internal controls. 

Loan 1665-PHI: Metro Manila Air Quality Improvement Sector Project − Investment 
Component   

12. OAGI conducted a PPRA on ADB Loan 1665-PHI: Metro Manila Air Quality 
Improvement Sector Project − Investment Component in Philippines from July to October 2006. 
The $71 million project loan became effective on 29 December 1998, of which ADB is financing 
$22.5 million representing 32% of total project cost. The PPRA reviewed 99% of the contract 
amounts awarded as of 30 June 2006. 

13. The PPRA determined that the project suffered major delays primarily due to a long 
procurement process, lack of counterpart funds, and contractual disputes with the consultants. 
During the physical inspection, the PPRA noted that some equipment the project procured had 
not been used due to lack of training.   

14. The PPRA reviewed the project’s procurement documents as of 30 June 2006 and 
concluded that the project generally complied with ADB’s Procurement Guidelines except for a 
few deviations. The PPRA also identified instances where the project’s contractors and/or 
suppliers may have engaged in collusive and fraudulent practices during the bidding process. 
OAGI will further investigate these indicators following ADB’s Integrity Principles and Guidelines. 
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15. The PPRA determined that the project’s contract prices were generally below the cost 
estimates, but a few contract prices were relatively high compared to market prices. No 
justification was documented. The PPRA reviewed selected project disbursements and 
concluded that the project generally used ADB’s funds for their intended purposes except for a 
few irregularities. The PPRA also identified internal control weaknesses at the EA and PIUs, 
especially on the poor record keeping and management, and recommended improvements to 
strengthen the project’s implementation, administration, and internal controls. 

Loan 1653-VIE(SF): Third Roads Improvement Project 

16. OAGI conducted a spot audit of Loan 1653-VIE(SF): Third Roads Improvement Project 
from 29 May to 1 June 2006 upon ADB Viet Nam Resident Mission’s (VRM) request. The 
primary purpose of this audit was to determine whether the project funds were used for their 
intended purposes and to review the project’s procurement practices. 

17. The audit concluded that the project’s funds were generally used according to the 
provisions specified in the Loan Agreement. The audit also concluded that the project generally 
complied with ADB’s Procurement Guidelines except for a few exceptions in the prequalification 
and bid evaluation processes. 

18. The audit recommended that the EA strengthen its internal controls and conduct better 
due diligence in reviewing bid documents and documenting bid evaluation results for future ADB 
projects. The audit further recommends that VRM and the EA consider streamlining 
endorsement requirements for bid evaluation reports in order to minimize project delays. 

Loan 1732-NEP(SF): Rural Electrification, Distribution, and Transmission Project 

19. OAGI is in the process of conducting a PPRA on ADB Loan 1732-NEP(SF): Rural 
Electrification, Distribution, and Transmission Project with the Office of the Auditor General of 
Nepal and a team of local consultants assisting. The planning phase took place from 23 to       
30 November 2006, and the fieldwork is expected to be completed in February 2007. 
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HOW TO REPORT FRAUD OR CORRUPTION 

          Contact the Integrity Division of the Office of the Auditor General (OAGI) to report 
concerns related to any ADB-financed activity, including its staff. Confidentiality will be 
protected.  

          When reporting concerns, please provide as much information and detail as possible, 
including who, what, when, where, why, and how. For further guidance, see our website at 
“What to Report” (http://adb.org/Integrity/whatto.asp). 

•  Telephone + 63 2 632 5004   
 
• Confidential fax  + 63 2 636 2152  
 
• Secure and confidential e-mail: 
 integrity@adb.org  
 
• Web-based complaint form: http://adb.org/Integrity/complaint.asp

• Postal address: 
 
 Integrity Division (OAGI) 
 Office of the Auditor General 
 Asian Development Bank 
 6 ADB Avenue 
 Mandaluyong City 
 1550 Metro Manila, Philippines 
 
• In Person: OAGI staff are on the third floor, North Core, of ADB headquarters 
 
 

 

 

 

http://adb.org/IntegrityAnticorruption/whatto.asp
mailto:integrity@adb.org
http://adb.org/Integrity/complaint.asp
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