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Executive Summary

The World Bank’s Of ce of Suspension and Debarment (OSD), led by the Chief
Suspension and Debarment Of cer (SDO), provides the rst level of adjudication
in the World Bank’s suspension and debarment, or “sanctions,” system. Over the
past six years, 60% of all sanctions cases have been resolved on the basis of the
determinations and recommendations made by OSD. The remaining cases have
been decided on appeal by the World Bank Group Sanctions Board.

OSD is a critical component in ensuring an ef cient, effective and fair sanctions
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FOREWORD

The resources available to help more than a billion people
escape extreme poverty are precious and increasingly scarce.
Therefore, each dollar lost to corruption is a dollar stolen from a
pregnant woman who needs health care; or from a girl or a boy

who deserves an education; or from communities that need

roads and clean water.

Around the world, governments are creating and modernizing
administrative bodies that can respond to claims of wrongdoing
in public procurement or in the use of donor funds. These
bodies are an increasingly important way for governments
to safeguard public resources. Many are empowered to
impose suspensions, debarments or other sanctions against
companies, when warranted. They are a crucial component of
the global movement to combat fraud and corruption.

The ght against corruption will always be dif cult, and the
learning curve steep. How should we allocate limited time and
resources for maximum impact? How can we balance thorough
project review with swift implementation to achieve the best
development results? Data will always be critical in answering
these sorts of questions, because data are the fundamental
building block of evidence-based policymaking. Data help us
evaluate our methods and impact, and provide us with a more
rigorous and systematic framework for decision-making, which
can lead to improved policies, processes and better results for
the people we serve.

Data can be extremely useful to policymakers evaluating
fraud and corruption in development work. This is why, since
its inception in 2007, the World Bank’s Of ce of Suspension
and Debarment (OSD) has kept detailed data on the typology
of the cases it decides, processing times, the outcomes

of case determinations and other key system metrics, as
well as checklists for the different steps in the investigative
and adjudicative processes. This detailed tracking of case
progression enables us to evaluate performance and outcomes,
highlight successes, and identify areas for improvement. As
the World Bank Group considers ways to manage risk more
effectively — and to enhance our own approaches to ghting
fraud and corruption — data of this nature are essential to
making informed decisions.

This report — which shares our experience in attempting
to build a more efcient, effective, and fair suspension and

debarment system — can contribute to similar efforts by other
institutions. We also intend that this same information will inform
and empower citizens to advocate for greater integrity and
accountability in the use of public funds, no matter their source.
Ultimately, our success in ghting fraud and corruption depends

on the success of national governments in pursuing wrongdoing
with determination, due process and expert adjudication.

Diverting nite public and donor funds from essential
development work robs the poor and undermine donor fpGse
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INTRODUCTION

In the scal year ending June 30, 2013, the World Bank Group
committed $52.6 billion in loans, grants, equity investments and
guarantees to help promote economic growth, overcome poverty
and promote economic enterprise in developing countries.
$31.5 billion of this total came from the two institutions that
together comprise the World Bank: the International Bank for
Reconstruction and Development (IBRD) and the International
Development Association (IDA).These funds, which are often
combined with funds provided by other donors and by local
authorities, were used by borrowing governments to nance
investments and reforms intended to improve people’s lives,
ranging from universal education to passable roads, and from
quality health care to better governance. World Bank operations
help support development across every sector and in virtually
every developing country, all with the common objectives of
eradicating extreme poverty and creating shared prosperity.

Recognizing that fraud and corruption weaken institutions and
divert essential resources from poverty-eradication efforts,
over the past 15 years the World Bank has introduced,
enhanced and enforced a variety of administrative instruments
to combat fraud and corruption in World Bank- nanced
projects. One of the key aspects of this effort has been the
ongoing development of the World Bank’s suspension and
debarment system, in which the Of ce of Suspension and
Debarment (OSD) represents the rst level of adjudication.
This suspension and debarment system, often referred to as
the World Bank’s “sanctions system” or “sanctions regime,”
is designed to exclude proven wrongdoers from World Bank-
nanced operations, while ensuring that accused parties are
treated fairly and given a chance to mount a defense.

Fiduciary and Legal Foundations of the World
Bank’s Suspension and Debarment System

The World Bank has a duciary duty deriving from its Articles of
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level of due process before the World Bank decides whether
) . misconduct occurred and, if so, what sanction is appropriat€.
The sa.mc_tlc_ms Syst[elm 'Sfa Mitigating and aggravating factors are examined carefully
quasi-judicial administrative before arriving at a nal sanctions determination. The sanction
process for the adjudicationjmposed most frequently is debarment, meaning that the
of cases involving rms rm or individual is declared ineligible to receive World Bank-
and individuals accused of nanced contracts from shareholder governments. In most
engaging in sanctionable cases the rm or individual is also subject to cross-debarment
misconduct in competing fopy other multilateral development banks (MDBSs) Debarments
or in executing, World Bank-and other sanctions are posted on the World Bank's public
nanced contracts. website and therefore are observable by any number of
interested parties, including national and local governments
and other public and private sector organizations conducting
due diligence prior to procurement or other business decisions.

The World Bank’s sanctions system is administrative in nature,
as the institution does not have the power to impose criminal or
civil penalties. There is no exact parallel in the national law of any
one country to the World Bank’s sanctions systemthough it is
most similar to the administrative suspension and debarment
processes that are found in an increasing number of national
systems.?® Elements of a variety of existing models were used as
points of reference in developing the rules of the World Bank’s
sanctions system, including these national suspension and
debarment systems. But other comparisons may be equally
informative, such as those with aspects of various criminal and
civil law regimes, other administrative law tribunals, contract
and tort law and parallel arrangements in other international
organizations® The misconduct addressed by the World
Bank’s suspension and debarment system is often of a nature
that would be considered criminal in many countries, and the
World Bank refers such cases to national governments for their
consideration and action, as appropriate'!
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Origins of the World Bank’s Suspension and
Debarment System

In 1996, World Bank President James Wolfensohn called
on the institution to “deal with the cancer of corruption,”
setting the World Bank on the path to a series of changes
in its lending program and duciary processes. President
Wolfensohn pledged the World Bank’s support for international
efforts to ght corruption and establish voluntary standards of
behavior!? Soon after, the World Bank established a formal
mechanism for debarring parties that engaged in fraud and
corruption in connection with World Bank- nanced projects®®
This new mechanism complemented long-used procurement
remedies, such as declarations of misprocurement and
suspension of payment for projects (or parts of projects) when
duciary breaches were discovered.

Since then, the World Bank’s suspension and debarment
system has undergone a series of expansions and
modi cations. In August 2001, the World Bank drafted detailed
written procedures to govern the debarment proceedings
conducted before the World Bank’s Sanctions Committee,
a body then composed of senior World Bank managers,
which was at the time responsible for making debarment
decisions. A year later, in 2002, the World Bank undertook
a comprehensive review of the debarment process; as part
of the review, the World Bank engaged Richard Thornburgh,
the former U.N. Undersecretary General and U.S. Attorney
General, to prepare a report* assessing the World Bank’s
existing process and to recommend possible reforms (the
Thornburgh Report)®®






The Thornburgh Report recommended the imposition of
a temporary suspension following the SDO’s independent
review of a case in order to protect the World Bank at an

earlier stage of the proceedings, as opposed to awaiting the
adjudication of a potential appeal to the Sanctions Board.

The Thornburgh Report also suggested that the imposition
of a temporary suspension by the SDO would eliminate the
incentive for Respondents to delay the nal resolution of
sanctions proceedings in order to continue bidding on World

Bank- nanced contracts in the interim. In addition, the SDO

function was regarded as a more ef cient way to dispose of

cases that Respondents chose not to appeal, either because
the cases were relatively minor or because the evidence
(which is provided to Respondents for their review in all cases)
was conclusive. As the authors posited:

Some respondents would recognize that in light of the
evidence possessed by the Bank it would be futile to
contest the matter further, and since the respondent

would be informed of the sanction that would be

imposed when it was informed of the recommendation of
the [SDO], the respondent could decide whether to take
its case to the Sanctions [Board] with full knowledge of
the consequences of not doing so. As a result, the Bank
would be able to dispatch some “minor” cases without

going through the time and expense associated with a full
review and hearing by the [Sanctions Board]. This would
become increasingly helpful to the Bank as [the Integrity
Vice Presidency] investigates more cases of fraud and
corruption involving contracts and transactions that
previously have not been the focus of attention because
individually they did not reach a high level of signi cance,
but which, because of their number, are now recognized
as collectively important and as matters that need to be
addressed for purposes of general deterrencé?
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The Mandate of the Of ce of Suspension and
Debarment

OSD was designed as a check and balance in the sanctions
process, impartially reviewing the suf ciency of the evidence in
the sanctions cases selected, investigated and submitted by
the Integrity Vice Presidency (INT).

The mandate of OSD derives from the terms of reference of
the SDO:

The World Bank [SDO] is a critical component in ensuring
an ef cient, effective and fair sanctions process. The
initial review of sanctions cases by the [SDO] allows
for their early disposition without the necessity of full
sanctions proceedings in every case.



are independent of the investigative functio® In conducting a
thorough and informed review of every case, OSD serves as an
impartial check and balance on the work of the World Bank’s
investigators and endeavors to ensure a fair and objective
process for all parties involved.

During the rst six years, OSD’s careful review of sanctions
cases led to 38% of cases being referred back to INT because
of an OSD determination that there was insuf cient evidence to
support one or more of the accusations made. Only 5% of cases
were rejected by OSD in their entirety.

An effective system would not be possible without
independence for both the investigators and the adjudicators.
The Thornburgh Report stressed the importance of
independence for decision-makers in the sanctions system’
The terms of reference of the SDO require that each sanctions
case be evaluated impartially, solely on its merits and in
accordance with the World Bank Sanctions Procedures
(Sanctions Procedures). In deciding on a case, the SDO does
not take instructions from any other person or unit?

The Core Work of OSD

OSD plays a critical role in the World Bank’s suspension and
debarment system, serving as the initial adjudicator of the
sanctions cases initiated by INT.

OSD’s core case-related work can be broken down into ve
major areas:

OSD evaluates the evidence in sanctions cases submitted by
INT, deciding if there is suf cient evidence that the accused

Respondent(s) engaged in the alleged sanctionable practice(s).

In cases with suf cient evidence, OSD issues a Notice of
Sanctions Proceedings to the Respondent and recommends
an appropriate sanction.

In most situations where a Notice of Sanctions Proceedings
is issued, OSD also imposes a temporary suspension on the
Respondent.

OSD considers any “Explanation” submitted by a Respondent
in response to the Notice of Sanctions Proceedings issued
by OSD, deciding if there is a basis to withdraw the case or
revise the recommended sanction.

In the event that the Respondent does not appeal to the
Sanctions Board, OSD imposes the recommended sanction on
the Respondent and posts a Notice of Uncontested Sanctions
Proceedings on the World Bank’s sanctions website.

Not all cases will necessarily proceed to completion in the form of
a nal public sanction, or even proceed to the earlier step where
a Notice of Sanctions Proceedings is issued. In order for a case
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OSD subjects all sanctions cases to a meticulous review.
Each element of each claim made against each Respondent is
carefully considered; no case can be issued to a Respondent
until the case has been thoroughly vetted by OSD. Typically
the SDO, a senior attorney and a legal intern each analyzes the
claims made and the evidence furnished in the SAE, and looks
carefully at whether the claims made by INT adhere to the

De nitions of Sanctionable Practices

A “corrupt practice” is the offering, giving, receiving or soliciting, directly or indirectly, of
anything of value to in uence improperly the actions of another party.

A “fraudulent practice” is Tu.88 Tw 9ess, 052 Tw ime (see CSD hasaeulenfTw ]TJ n 12

The SDO evaluates the accusations and evidence submitted
by INT and determines whether INT has presented “suf cient
evidence,” which is de ned in the Sanctions Procedures as
“evidence sufcient to support a reasonable belief, taking
into consideration all relevant factors and circumstances, that
it is more likely than not that the Respondent has engaged
in [the alleged sanctionable practice(s)f® The Sanctions

Procedures require INT, as a neutral fact- nder, to disclose all
relevant evidence that would reasonably tend to exculpate the
Respondent or mitigate the Respondent’s culpability.
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World Bank’s legal framework. If the SDO determines that INT
has not put forth suf cient evidence to support one or more of
the alleged sanctionable practices, the case is referred back
to INT for the removal of the unsupported accusation(s) or, at
INT’s discretion, for further investigation.

When the SDO has determined that there is suf cient evidence
regarding each of the accusations made in INT's SAE, the SAE,
together with the supporting evidence, is sent to the accused
Respondent as part of the Notice of Sanctions Proceedings
issued by OSD (see belowj!

As there can be great variety in the size and complexity of
cases, there are no rm requirements for how long a case

should stay at any particular level of the investigative or
sanctions system, including at OSD for review. OSD endeavors
to dispose of cases as quickly and ef ciently as possible, and

regularly reports on its caseload and reviews the timeliness of
its decisions. The average case is with OSD for around 60 days
before the evidentiary determination is made, and the of ce

renders a new determination, on average, once every ten days.
OSD has created a case management and tracking system that
shows the “aging” of current cases at all stages of the sanctions
process, as well as historical averages that help to identify
trends across time (see Case Data section in this report).



Case Issuance, Recommended Sanctions and system and provides instructions on how proceedings may
Temporary Suspension be contested. The Notice of Sanctions Proceedings also

speci es the sanction(s) recommended by the SDO; the SDO’s
If the SDO nds that the evidence is suf cient to support a  choice of recommended sanction is guided by the relevant
determination that the Respondent engaged in each of the provisions of the Sanctions Procedures and the World Bank
alleged sanctionable practice(s), the SDO then issues a Notice Group Sanctioning Guidelines (Sanctioning Guideline®),
of Sanctions Proceedings to the Respondent. The Notice of taking into account any relevant aggravating and mitigating
Sanctions Proceedings, which includes INT's SAE as well as circumstances. There are ve possible sanctions: debarment
the evidence provided by INT to OSD, formally noti es the with conditional release; debarment for a xed period (without
Respondent of the commencement of sanctions proceedings. conditional release); conditional non-debarment; public letter
It includes a brief description of the World Bank’s sanctions of reprimand; and restitution®
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Board within 90 days, the SDO imposes the sanction
recommended in the Notice of Sanctions Proceedings and
posts a Notice of Uncontested Sanctions Proceedings on the
World Bank’s website.
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If the Respondent does submit a Response, INT is then given
30 days to submit to the Sanctions Board a “Reply” to the

arguments and evidence contained in the Respondent’s
Response. Either INT or the Respondent may request a
hearing before the Sanctions Board; a hearing may also be
held if called by the Sanctions Board Chair. Before making a
decision, the Sanctions Board considers the accusations and
evidence contained in the Notice of Sanctions Proceedings,
the arguments and evidence submitted by the Respondent



recommended sanction. After completing its deliberations,
the Sanctions Board issues a fully reasoned decision as to
whether it is more likely than not that the Respondent engaged
in sanctionable misconduct. If it nds that the Respondent has
engaged in sanctionable misconduct, the Sanctions Board
imposes an appropriate sanction. Decisions of the Sanctions
Board are nal and non-appealable. Sanctions Board decisions
since 2012 are published on the World Bank’s website”
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The third panel focused on MDBs. Since their mission
is to promote economic development, the focus of their

suspension and debarment systems is improving productivity
and ef ciency in the distribution of aid. MDBs do not have

open-ended discretionary systems; the rules generally provide
for the imposition of sanctions in the event that misconduct
is established, with the range of possible penalties de ned by
the procedures of the MDBs.

2014 COLLOQUIUM

The focus of the second Colloquium on May 15, 2014 acPO( )82
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[BIEIB] CASE DATA

When OSD was created, its terms of reference expressly
called for the creation of a data management system.OSD
has gathered statistics since receiving its rst case.

OSD tracks a variety of indicators that provide insight into
the workings of the sanctions system beyond the basic
input and output measures of caseload, suspensions and
debarments*® The World Bank’s investigative and sanctions
processes are well suited for tracking and measuring, given
the speci ¢ milestones required. In many circumstances there
are prescribed time limits for how long each step can take —
for example, subject to any extension or stay of proceedings,
Respondents have 90 days to appeal to the Sanctions Board
by submitting a Response.
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Tracking all steps from beginning to end allows OSD and others
involved in the investigative and sanctions processes to monitor
trends. This information in turn provides the World Bank with
opportunities to direct its resources ef ciently and effectively.

The following series of charts provides a glimpse into the
OSD case review process from a number of angles, and
also provides information about the performance of the World
Bank suspension and debarment system in general. Unless
otherwise noted, all charts cover the period from OSD’s

inception through the end of FY13. The casetracking data

shown here reveals no detail about individual cases beyond
generic identi ers such as case numbers and milestone dates.



OSD DASH BOARD This “all in one” dashboard with overall OSD caseload management statistics is used by the SDO and shared with senior
managers who need a shapshot of activity in the sanctions system, both on a current basis and in comparison to historical

activity. The dashboard shows, on a quarterly basis, all key case activity since OSD's inception, including the number of cases and settlements submitted by INT, the number

of suspensions imposed by OSD, and the number of nal sanctions imposed by OSD and the Sanctions Board. For each such measure, there is a further breakdown showing

the status of active cases (for example, how many cases are with OSD for review, or how many issued cases are with Respondents pending their decision to appeal).

FY07/08 FY09 FY10 FY11l FY12 FY13
Sanctions Results
Firms and Individuals Temporarily 0 2 16 4 0 12 32 21 20 0 10 51 O 5 30 20 55 18 17 1 22 58 20 9 5 7
Suspended by OSD
Firms and Individuals Debarred or 0 2 1 0 8 4 13 8 18

Otherwise Sanctioned

172 Sanctions Cases Submitted by INT

165 have been “regular” sanctions cases

7 have been early temporary suspension cases

18 have been withdrawn by INT/closed by OSD

have been settled prior to OSD initial review

are with OSD for initial review

11 are with INT for revisions

1 is with OSD for supplemental review

133 have been issued to respondents

133 Cases Issued by OSD

239 Firms/Individuals Temporarily Suspended

1 involves an ongoing early temporary suspension

185 Have been sanctioned by OSD/the Sanctions Board

7 are with the respondents

14 are on appeal

2 have been early temporary suspension cases superseded
by an SAE

4 have been sanctioned pursuant to a settlement agreement with INT
after the temporary suspension

10 have not been found liable by the Sanctions Board

37 remain under temporary suspension

109 have been totally completed

2 have been released following withdrawal of Notice

Percentage of Issued Cases Resolved at OSD Level

1 has been released following revision of recommended sanction

224 Firms/Individuals Debarred or Otherwise Sanctioned

60% have been resolved at OSD level

185 have been sanctioned pursuant to OSD/Sanctions Board decisions

40% have been appealed to the Sanctions Board

39 have been sanctioned pursuant to settlement agreements
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NUMBER OF FIRMS/INDIVIDUALS
TEMPORARILY SUSPENDED BY OSD

Since its inception, OSD has imposed temporary suspensions on 239 rms and individuals. This chart shows the total
by scal year, and highlights the proportion of those temporary suspensions that were imposed pursuant to the “early
temporary suspension” (ETS) procedure.

60 > 234 ey

55
51 Early Temporary
50 Suspensions (ETS)
s 239 Total
40 1
32
30 54
10 Number of
Early Temporary Suspensions (ETS)
2
Number of
0 [ Temporary Suspensions

FY08 FYO09 FY10 FY11 FY12 FY13
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NUMBER OF FIRMS/INDIVIDUALS DEBARRED
OR OTHERWISE SANCTIONED

The World Bank has debarred or otherwise sanctioned 224 rms and individuals since the creation of the two-tier
sanctions system. This chart shows the total number of sanctions imposed by scal year, and highlights the proportion
of sanctions that were imposed pursuant to settlement agreements, as opposed to sanctions proceedings.
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40
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DURATION OF CASES THROUGH FINAL SANCTIONS DECISION
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TYPOLOGY: PERCENTAGE OF CASES/SETTLEMENTS
RECEIVED BY TYPE OF SANCTIONABLE PRACTICE

This chart shows what percentage of the cases and settlements received by OSD since its inception involved claims of each type
of sanctionable practice: fraudulent practice, corrupt practice, collusive practice, obstructive practice and coercive practice. The
total of the percentages exceeds 100% because a number of cases have involved claims of more than one type of sanctionable
practice (for example, payment of a bribe (corrupt practice) and the submission of false documents (fraudulent practice)). For a
further breakdown of the types of fraudulent practice claims, see Typology: Breakdown of Fraudulent Practice Claims.

Fraud 86%
Corruption
Collusion

Obstruction

Coercion

100
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TYPOLOGY: BREAKDOWN OF
FRAUDULENT PRACTICE CLAIMS
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PERCENTAGE OF ISSUED CASES RESOLVED AT OSD LEVEL

This chart shows the percentage of sanctions cases issued by OSD in which none of the Respondents submitted an appeal to the
Sanctions Board, meaning that those cases were resolved at the OSD level.
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Left to rightAndrea Osori@onsultant,
Case Of cer Of ce, Inter-American
Development Bank and Daniel Gordon,
Associate Dean for Government
Procurement Law Studies, The George
Washington University Law School

OSD OUTREACH

As a relatively new function within a large institution, OSD has
made many presentations to inform World Bank colleagues
about its mission, processes and results. OSD has also
participated in a variety of external fora to discuss both the
World Bank’s suspension and debarment system and the

World Bank’s broader governance and anti-corruption agenda.

OSD is in regular contact with other suspension and debarment
of cials in national governments and international organizations.
In addition, OSD is often consulted by national governments
and international organizations that are setting up or expanding
suspension and debarment processes. This type of dialogue
may take on increasing importance as the World Bank’s shift to

country-led systems continues.

Examples of conferences and other events at which OSD staff

have participated as presenters include:

* Global Forum for Law, Justice and Development, “2012
Colloquium on Suspension and Debarment: Towards an
Integrative Approach?” World Bank, Washington, D.C.

© 15th International Anti-Corruption Conference (IACC),

“Combating Corruption in the Private Sector: Eliminating
Impunity Through Corporate Anti-Corruption Programs,”
Brasilia, Brazil

The American Conference In-
stitute’s 3rd Global Forum on
Anti-Corruption Compliance in
High Risk Markets, “Implement-
ing Country-Specic Strate-
gies to Detect, Investigate and
Prevent FCPA/AnNti-Bribery
Compliance and Enforcement
Risks,” Washington, D.C.
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International Law Institute (ILl), Governance and Anti-
Corruption Seminar, “The World Bank’s Governance and
Anti-Corruption Efforts,” Washington, D.C.

The American Conference Institute’s 2012 Singapore Summit
on Anti-Corruption Compliance and Risk Management,
“How Multilateral Development Banks are Enforcing Anti-
Corruption Measures and Coordinating Investigations,”
Singapore

American Society for International Law, 107th Annual
Meeting on “Anti-Corruption Initiatives,” Washington, D.C.
American Conference Institute’s 29th National Conference
on the FCPA, New York City

Inter-Paci ¢ Bar Association, 2013 Seoul Conference, “The
Effect of Anti-Corruption Legislation, Criminal Enforcement
and Administrative Sanctions on Expanding East-West
Investment,” Seoul, South Korea

American Bar Association Section of International Law's
2013 Spring Meeting, “Debarmen