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April 11, 2007

Luis Alberto Moreno, President
Inter-American Development Bank
1300 New York Avenue, NW
Washington, D.C. 20577

Dear President Moreno:

I appreciate your efforts to pursue good govemance through the Inter-American
Development Bank. The effort to fight corruption will help ensure that development
bank funds reach the projects and programs designed to alleviate poverty.

As you know, the Senate Foreign Relations Committee held six oversight hearings
facused on the multilateral development banks. | introduced legislation which became

law in late 2005 to promote anti-corruption reforms and transparency at the development
banks.

I'would be grateful if you could please provide me with a written description of anti-
corruption reforms and transparency measures that the Inter-American Development
Bank has implemented since November 2005, This information will be shared with my
Senate colleagues.

I appreciate your perseverance in promoting good governance. Should your staff
have any questions about my request, please direct them to Nilmini Rubin or Keith Luse
at (202) 224-6797.

Sincerely,

Richard G. Lugar ; ]

United States Senator
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PRESIDEMNT

INTER-AMERICAN DEVELOPMENT BANK
WASHINGTON, D. &, 20577

April 30, 2007

The Honorable Richard Lugar
Committee on Foreign Relations
United States Senate
Washington, DC 20510-6225

Dear Senator Lugar:

Thank you for your recent letter requesting a description of anti-corruption reforms and
transparency measures that the Inter-American Development Bank has implemented in the
past 18 months,

Since [ assumed the presidency of the IDB, this has been one of my highest priorities. [ am
familiar with your legislation and oversight hearings. They have helpad us at the IDB in
focusing attention on practical controls and Initiatives, both short- and long-term, to help the
institution and its member countries ensure that our funds achieve thelr development-
related targets with transparency and accountability.

I am attaching, for your and your staff's review, a number of papers and reports that
describe our major activities in this area. First, I would call your attention to the 2005 and
2006 Annual Reports of the Bank's Office of Institutional Integrity. These describe a long
list of steps we hawve taken to build on the Bank's antl-corruption reforms and expand our
efforts towards enhanced transparency, Internally, I have implemented a new Code of
Ethics and ethics tralning for all staff including a renewed effort to address issues related to
domestic violence, In the last several months, we have implemented a new financial
disclosure form for staff and have established a new Ethics Officer position and have hired a
new Ombudsperson for the Bank.

We have also continued to expand efforts to combat and prevent corruption in Bank
financed activities. To this end, we have created a new Sanctions Committee and adopted
new sanctions procedures for determining when violations of the Bank’s anti-corruption
policies have occurred and just this week the Bank announced the listing of the first names
of individuals and entitles subject to sanctions on Its public website. The Bank's public
sanctions Hsl: can be accessed at

ads::r taking r:ﬂnm:te sl.Eps to erﬁure Integrity In nur pmrat& 9E~r:|:nr acttvh:les. as well. The
Bank is in the process of implementing a new framework for due diligence in the preparation
of projects financed via the Bank's private-sector loan window and has commenced
specialized integrity training for staff involved in these activities.

Externally, we are working to expand and better coordinate cur support for regiocnal anti-
corruption activities that will directly help our member countries. Most recently, these
efforts have included the establishment of a trust fund with resources donated by the



Government of Norway to support Bank-sponsored anti-corruption activities. We are also
taking a lead role in coordinating antl-corruption activities in the region by the international
financlal institution community. This has included the signing of 8 Memorandum of
Understanding with the Organization of American States to help the countries of the region
to meet their commitments under the Inter-American Convention against Corruption, as well
as collaboration with the OECD and other reglonal development institutions, including the
World Bank.

In addition to these institutional Initiatives, the IDB has approved numerous loan and grant
projects since Novemnber 2005 to help the countries of the region combat corruption.  These
have ranged from support for e-Government procurement systems, to judicial reform
programs, to major loans to Guatemala, Guyana, Honduras, Peru and Uruguay to support
transparency initiatives. A list of significant examples of projects is attached. We are also
working to improve the focus on anti-corruption needs and activities as we develop our
country strategies.

I am committed to making anti-corruption activities a hallmark not just of the 1DB's
operational program but also a focus of our "intellectual product” and keadership for the
region as well. We have been raising these issues in the dialogues we have held with the
region's newly elected leaders. The realignment of the Bank's organizational structure,
currently under implementaticn, is premised on this being a core activity of the institution
for the coming years.

Your leadership has helped us to move forward on this agenda. My staff and I would
welcome the opportunity to brief you, your colleagues and staff on this and any other aspect
of the IDB's work, at your convenience.

Thank you again for your interest.

Luis Alberto Moreno

oc: H. Morales, US Executive Director

Attachments



Barbados: Modemization of Customs, Excise and VAT Areas

This $5 million loan (Movember 2005) will support the establishment of a modern and
transparent Tax and Customs Administration system in order to provide the Government of
Barbados with better levels of tax collection.

Bolivia: Improving Efficiency in Public Administration

Two of the explicit objectives of this $15 million loan, approved in December 2005, are to
implement initiatives in government agencies almed at enhancing transparency and
accountability, and update the regulations and statutes referring to information access and
reduce the risk of corruption by developing intemal controls, One of the loan conditions that
must be met under the second of these is the drafting of an executive order for
strengthening and institutionalizing in-house auditing units, to be submitted to the Ministry
of the Presidency.

Brazil: Strengthening Capacity for Regulatory Management

One of the components of this $3.9 million loan approved by the Board in November 2006,
is to conduct “risk mapping” as a means of combating corruption in the process of
promulgating federal regulations. Specific programs and processes will be developed o
afford civil society organizations, consumer groups and parties affected by specific
regulations a means of viewing and commenting upon draft regulations before they are
finalized,

Brazil: Fiscal Management Modemization and Transparency in the State of Bahia
The State of Bahia's Department of Finance will come in for improvement in terms of
communicating with the public in general about the provisions of tax legislation. The
agency's Office of Ethics will be set up and an Integrated Audit Management System will be
completed and implemented. The $12 million loan was approved in February 2006.

Colombia: Strategy and Action Plan for Development Effectiveness (PRODEV)
This $450,000 technical assistance grant will contribute to the strengthening of result-based
management by the Government of Colombia, promoting transparency, efficiency and
efficacy in the public sector's decision making and public expenditures, including
mechanisms for incorporating views from civil soclety,

Costa Rica ($450,000), Guatemala ($425,000), El Salvador ($400,000), Mexico
($450,000) and Nicaragua ($100,000): Results-Based Planning, Programming
and Monitoring (PRODEV)

These five technical assistance grants, approved between October 2005 and April 20086,
each have have components favoring transparency. The recently introduced line of PRODEV
products is aimed at promoting transparency and efficiency in public management by
supporting the countries’ efforts to strengthen their capacity in: (i) investment program
planning and evaluation; (i) project cyde sequencing, including design, exscution and
manitonng; (iii) modernization of public finance in general and budget processing In
particular; (v} procurement, auditing, supervision and control systems; and (v)
management by results through the development of statistics and information systems.



Ecuador: Strategy and Action Plan for Development Effectiveness (PRODEV)
The objective of this $450,000 technical assitance grant (August 2006} is to prepare a
medium-term actiona plan to improve systems in the area of planning, budgeat, publlic
investment, audit and controd.

Guatemala: Public Financial Management

This $100 million Programmatic Policy-based Loan (PBL) approved in June 2006 combines
two operations, the second of which focuses on public-sector transparency and
management. Among the initiatives to be supported with Bank resources are the
development of new modules for the state procurement system Guatecompras, with a
computerized interface with the Superintendency of Tax Administration (SAT) and the
requirement that the Office of the Comptroller General (OGC), which is responsible for the
external audit of the financial staterments and accounts of the central government as well as
the decentralized entities receiving public funds improve upon the situation documented
early in 2004, when municipal audits were running an average of six years behind schedule.

Guyana: Modemization of the Justice Administration System

This $20 million loan (June 2006) will support a program to assist the Government of
Guyana in implementing a reform agenda aimed at improving the functioning of the
judiciary, thereby providing a strong basis for the rule of law and sustainable investment and
BCONoMmIC growth.

Honduras: Public Management Reform Program

Two major components of this $30 million policy-based loan, approved in June 2006, will
focus on procurement management and the public-sector control environment. Among the
reforms encompassed in the procurement area are compulsory use of the Honducompras
information system by state agendes and follow-through on reforms previously committed
to In the ambit of the Bank’s Program for Efficiency and Transparency In this area. In terms
of controls, the country's Court of Accounts (T5C) and the Office of the President have
committed to the creation of a system that for the first time will coordinate internal and
external auditing.

;amﬂim and Guyana: Strategy and Action Plan for Development Effectiveness
PRODEV)

These $450,000 technical cooperation grants (April 2006 and November 2005) seek to
strengthen results-based management in Jamaica by supporting the preparation of a
Medium Term Action Plan to improve the performance, management, monitoring and
evaluation capacity of the public sector, The preparation of the Action Plans will inclusde
critical capacity building activities to disseminate RBM concepts within the public sector and
civil society.

Paraguay: Support for Civil Service Reform

Planned results from this $6.3 million loan approved in March 2006 include improvements in
the efficiency and integrity of the Civil Service System in Paraguay. The framework for the
reforms was originally spelled out as part of the IDE's Regional Dialogue on Transparency
and Public Administration, updated most recently in September 2004. One of the key aims
of the project is to reduce political influence In civil-service decision-making.

Paraguay: Strengthening of the Judicial System

This $4.2 million loan, approved in March 2006, is intended to contribute to improving the
independence of Paraguay's judicial system, specifically the Supreme Court of Justice, the
Ministry of {Public Defense and the Judicial Council, The program was designed as a
complement to initiatives undertaken by other bilateral and multilateral agencies. USAID,



for example, has been working on a program to develop alternative dispute resolution
mechanisms,

train judges, prosecutors, and opinion-makers in the new legal order, develop a Code of
Ethics for magistrates, and establish a mediation office.

Peru: Strategy and Action Plan for Development Effectiveness (PRODEV)

This $450,000 grant (Novermber 2005) will help strengthen the transparency of decision-
making on budgetary issues at the national level, In part through the promulgation of an
Action Plan requiring greater openness on all guastions related to budaeting and
expenditures,

Peru: Improving the Quality of Public Expenditure

This $200 million loan {December 2005) will strengthen the GOP's capacity for strategic
fiscal planning, analysis, monitoring and management throughout the public sector, giving
greater voice and room for participation by the private sector in investment and the
provision of public services,

Uruguay: Enhancing the Quality of Budgeting and Expenditures

Components of this $50 million sector facility loan approved in October 2006 will focus on
government procurement and contracting In particular and E-government in general, The
design and implementation of an online bidding system within the government’s Internet
portal will provide greater transparency and accountability In public procurement processes.

Regional: Engaging civil society to Increase transparency and accountability

The general objective of the program, to be executed by the Jnstitito de Comunicacion y
Desarmofio (T00) in Uruguay and financed by a $600,000 grant from the Multilateral
Imvestment Fund {MIF), s to improve market functioning by increasing transparency in the
participating countries. The purpose of the program is to support targeted small grant
projects of civil society organizations that are focused on increasing transparency in different
public and private sector economic activities.

Regional: Public-private interaction to Improve financial market security

The general objective of the project, to be executed by the Faderacidn Latinoamericana de
Bancos (FELABAN) and financed by a $385,000 grant from the MIF, is to contribute to the
stability of financial systems in Latin America. The spedific objective of the praject is to
strengthen the systems and mechanisms for preventing money laundering basad on the
needs of each beneficiary country within the framework of its existing laws and in keeping
with international standards.

Regional: Governance and Institutional Analysis - Colombia, Ecuador, Peru, and
Venezuela

The objective of this study is to systematically analyze the democratic governance and
institutional development of Colombia, Ecuador, Peru and Venezuela in order to develop a
coherent strategy to effectively cope with Institutional and governance limitations, induding
corruption. The studies are being financed with Bank administrative resources, a $140,000
TC from the Spanish trust funds and a £35,000 grant from the UK's DFID.
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INTRODUCTION

Culdinge Principles

Importance of High Ethical Standards. The Inter-American Development Bank (the “Bank™)
is & public international organization whose mission is to promote social and economic
development in its developing member countries. Its employees are international civil servants,
Both the Bank as an institution and its civil servant employees have an obligation to meet the
highest ethical standards in order to (1) earn the public trust necessary to accomplish the Bank’s
mission, and (2} create a positive, productive and motivating work environment.

Basic Obligations of the Bank and its Employees. The Bank has an obligation to foster and
maintain a work environment that supporis ethical behavior and actively encourages an open
dialogue on ethical issues. Bank employees, as international civil servants, have an obligation to
carry out their responsibilities to the Bank and its clients with integrity, loyalty and impartiality.

About the Code

Background. The Board of Executive Directors of the Bank has mandated hroad review of the
issues of ethics and fraud and corruption within the Bank and in connection with the Bank's
operations. This ongoing exercise has included a review and revision of the Bank's Code of
Ethics which has been in effect since 1976, The main revisions to the code are: (1) adding a set
of Core Values to guide the activities of the Bank and its employees; (2) a beiter balance
between the obligations of the Bank as an institution and the obligations of its employees; (3) a
closer integration of the Code of Ethics with the other policies of the Bank governing the
working environment; and (4) a greater emphasis on consultation by the employee to resolve
conflicts of interest and other ethical issues as they arise.

Purpose of the Code. The purpose of this Code of Ethics (the “Code™) is to provide support and
guidance for approprate behavior to: (1) the Bank as an institwtion operating through its
management’s decisions and actions; (2) the Bank's employees in their roles as intemational
civil servants; and (3) the Ethics Commiltee, as the group responsible for implementing and
enforcing the Code. It does this by setting forth a number of Core Values and Guidance for
Conduct in Specific Sitvations. Its aim is to help create the work atmosphere and pattern of
personal interactions needed to achieve the high ethical standards expected of the Bank and its
employees in carrying out the mission of the institution.

Certain terms are defined in the section entitled “Definitions”, which may be helpful to
undersiand the Code,

Application. Adherence to the Code is mandatory for the Bank and all of its employees,
regardless of their form of contract. It applies to the Bank as an institution and to all Bank
employees al its headquarnters and in its Country Offices, including all senior officers, managers,
supervisors and all other categories of national and intemational Bank employees appointed by
or under the authonty of the President.



The Code does not apply to the Bank’s Executive Directors, Allernate Executive Directors, and
their Counselors, who are subject to their own Code of Ethics.

Relation to Other Bank Policies Governing Employee Actions and Responsibilities. The
Code is only one part of a broad, inter-related set of Bank policies, principles, rules, regulations
or guidelines poverning the responsibilitics and actions of the Bank and its employees. It must be
read and interpreted in the context of these other policies and is not intended to supersede or
replace any of them. Rather, it is intended as complementary and shall be interpreied and applied
in & manner that aveids conflict and overlap with other Bank policies.

Areas Not Covered. The Code is not intended to provide the Bank or its employees with
answers or guidance for every ethical issue that may anse in the course of the Bank's activities
or in an employee’s working relationship with the institution. Reference to the Code set forth
below and relisnce on common sense and good judgment will help resolve issues not specifically
dealt with in the Code. However, in case of doubt, the employee shall always seek guidance by
consulting with one of the sources identified in the section entitled “Obtaining Further Guidance
on Ethical Issues™.

Implementation, Enforcement and Disciplinary Action. Successful implementation of the
Code depends on the commitment of the Bank and its employees to follow the guidance and
obligations provided by the Code. The Ethics Commitiee has the responsibility for the
implementation and enforcement of the Code. Failure to act in accordance with the Code may
result in administrative sanctions, remedial and/or disciplinary actions taken in accordance with
the procedures established to govern the operation of the Ethics Committee and to provide due
process o employees under review,



CORE VALUES

The conduct of the Bank and its emplovees is guided by a set of Core Values which are common
to the institution and all statf and which apply to all dealings of the Bank and its employees.
Conduct contrary to the Core Values of the institution is not acceptable and will not be tolerated
by the Bank or its employees. These Core Values are:

Integrity. The essential elements of integrity are: (1) personal qualities of honesty, truthfulness,
probity and freedom from cormmupting influences, and (2) compliance with applicable local laws
and observance of the Bank's rules and regulations. In judging integrity, the overall behavior of
the person concemed must be considered.

Loyalty. Loyalty means that employees shall comply with the provisions of the Agreement
Establishing the Inter-American Development Bank (the “Charter™) which states that, in the
performance of their duties, employees owe their duty entirely to the Bank and shallrecognize
no other authority, Adherence to this principle enables employees to avoid conflicting loyalties
to other institutions or groups which may afTect the performance of their duties or prevent them
from discharging their functions consistent with the mission of the Bank. It also means that the
Bank as employer shall support its employees in a manner consistent with the overall needs,
interests and reputation of the institution,

Equity. Equity means that the Bank and its employees shall consistently and uniformly apply the
established rules and policies of the Bank in order to (1) ensure a working environment free of
arbitrary or capricious decisions or favoritism, and (2) provide equitable treatment to the Bank’s
members, clients, stakeholders and employees.

Tolerance, Tolerance means that the Bank and its employees are expected 1o demonsirate
willingness to understand and respect different cultures and individuals with different points of
view, It also entails appreciation of the views of others and an ability to work without prejudice
or bias with individuals with different characteristics including persons of different nationalities,
as well as those of a different race, pender, relipion, age, sexual orientation, social status and
political orientation.

Impartiality. Impartiality means that the Bank and its employees shall strive to act with
objectivity and professionalism. It also means that, in the performance of his or her duties, an
employee must ensure that personal values, relationships, financial interests, convictions, or
elements of nationality do not compromise or appear to compromise the performance of official
duties.

Discretion. Discretion means that the Bank and its employees shall act with tact and restraint
and avoid excess or abuse in the exercise of authority. It also means that Bank employees shall
(1) safeguard confidential information that is known by reason of their official functions, and
{2} avoid public statements or actions which may compromise or appear to compromise the
performance of official duties or damage the reputation of the Bank.



GUIDANCE FOR CONDUCT IN SPECIFIC SITUATIONS

The Core Yalues set forth above should be useful in interpreting this guidance. They shall also
be used by the Bank and its employees in helping to resolve other ethical issues not covered in
this section.

It is impossible to anticipate all ethical issues that may arise in the course of working at the Bank
and to provide specific guidance on how they shall be resolved. However, there are some issues
which arise more frequently than others and which are the subject of the guidance set forth in
this section of the Code,

An open and trusting work environment is essential to the Bank's effectiveness and to
maimtaining employee morale. To this end, all employees shall make clear in their
communications and ensure through their actions their commitment to the following basic
principles: (1) fair and impartial treatment of all Bank employees; (2) a work environment free of
harassment and intimidation of any kind; (3) no tolerance for excess or abuse in the exercise of
authority; and (4) accountability for matters inherent in the duties and responsibilities of any

emplovee.
General Conduct

Public Image. The private life of employees shall not be intruded upon by the Bank
Nevertheless, employees must conform to a high standard of personal conduct, as set forth in the
Core Values above, to command respect and confidence in their capacity as international civil
SETVants,

Duty to the Bank. The Charter states that, in the performance of their Bank duties, employees
are responsible to the Bank and to no other authority. Because they are intemational civil
servants, employees shall not aceept instructions relating to the performance of their Bank duties
from any ouiside source, public or private, including a govemment or other intemnational
organization. Employees on assignment from the Bank to an outside entity may accept
nstructions from that entity if these instructions are consistent with the provisions of this Code
and the terms of the assignment.

National Laws and Privileges and Immunities. Employees are required to observe the
applicable laws of the couniries where they provide services to the Bank. Privileges and
immunities are granted to employees in the interest of the Bank and with respect to acts
performed by them in their official capacity, Employees shall not use or attempt to use privileges
or immunitics for personal benefit that would be inconsistent with the Bank's Charter, The Bank
will cooperate with the authonties of member countries to facilitate the proper administration of
Justice, and to prevent abuse of the privileges and immunities granted to the Bank and its
employees.

Financial Obligations. Personal financial difficultics may affect an employee's ability to
function effectively as an international civil servant and to carry out his or her duties to the Bank.
To minimize this possibility, employees shall strive to pay their financial obligations, including



any imposed by law such as taxes, in a proper and timely manner, In the event of a dispute
between an employee and an alleged creditor, the Bank considers a final court order to be
determinative of the employee’s obligations,

Conflicts of Interest

Conflicts of interest between an employee's obligations toward the Bank and his or her personal
inferests are among the most common types of ethical issues faced in organizations, The
existence of such conflicts undermine adherence to the Code and the conduct of an employes’s
duties as an international civil servant. Both the Bank and its employees share the responsibility
for maintaining the organization free of harm arising from real or pereeived conflicts of interest,

To help achieve this end, all employees shall avoid any situation involving a conflict {or the
appearance of a conflict) between their personal interests and their responsibilities towards the
Bank. Whenever a polential conflict anses, personal interests must yield to the best interests of
the Bank; and the potential conflict shall be promptly brought to the attention of the Ethics
Committee.

Conilicts of interest can take many forms, The sections that follow refer to some of the most
common conflicts of interest and provide guidance for employees in dealing with them. If an
employee faces a conflict of interest not specifically covered by the Code, he or she shall seck
guidance from the Ethics Committee or one of the other bodies identified in the section entitled
“Obtaining Further Guidance on Ethical Issues".

1. Conflicts with Personal Views of Employees. As international civil servants, Bank
employees must comply with their obligations to the Bank, support the decisions of the Bank and
carry out institutional decisions, even if they confliet with their personal views. Employees do,
however, have the nght to express dissenting opinions within the Bank and request of their
managers and/or the Fthics Committee that they be recorded. In special circumstances,
employees may also request of their managers and/or the Ethics Committee to be relieved from
duties which are in direct contradiction to their personal, religious or moral beliefs.

2, Conflicts resulting from Partisan Political Activities Involving Running for, or Holding,
Public Office. Employees have a legitimate interest in the civic and political affairs of the
communities to which they belong. However, to preserve the independence and impartiality of
their status as international civil servants and to avoid interference and conflict with their dutics,
they may not participate in partisan political activities that imply candidacy, acceptance of or
appointment to public office or to a political party position. Accordingly, they must resign their
position in the Bank prior to participating in such activities or accepting such offices, or
becoming candidates for such positions.

3. Financial Conflicts. Bank cmployecs are free to conduct their personal financial affairs as
they see fit subject 1o the considerations detailed in this Code. Personal financial affairs shall be
conducted in a manner that will: (1) avoid real or apparent conflicts between their personal
interests (or those of their immediate family or atfiliates) and the interests of the Bank; and (2)



not compromise the independence of judgment or action required in the performance of their
Bank duties.

Additionally, an employee shall refrain from using, or providing to others, confidential
information to which he or she may have access because of his or her affiliation with the Bank
for purposes of carrying out private financial transactions. Confidential information includes any
markel-sensitive information relating to pending or ongoing Bank or government actions that,
when disclosed, are likely to have a material impact on the market value of either Bank securitics
or the securities of any borrower, lender or supplier of the Bank.

Prohibited Financial Transactions. An employee must refrain from: (1) shori-term trading in
securities issued by the Bank; and (2) knowingly acquiring, directly or indirectly, for his or her
own account or the aceount of others, any financial interest in (a) a loan made by the Bank; or (b)
any entity engaged in a financial transaction or other financial or supplier relationship with the
Bank which could reasonably be seen as influential to his or her decision-making or otherwise as
a source of conflict of interest from the time the transaction or relationship begins until the time
the transaction or relationship 15 terminated. These prohibitions cover any financial interests in
all borrowers, lenders or suppliers of the Bank whether or not an employee is personally
involved in such a transaction or relationship in the performance of his or her Bank duties, The
prohibition also does not apply to interests in securities issued by the Bank subject, however, fo
the prohibition on short-term trading. In the evenl of doubt, the Ethics Committee shall be
consulted.

In addition, if an employee becomes aware of the fact that a member of his or her immediate
family or an affiliate has any of the above-mentioned financial interests, he or she shall report
that fact to the Ethics Committes,

4. Conflicts Invelving Outside Occupations and Other Non-Political Activities. The Bank
recognizes that employees may wish to pursue outside activities from which they may derive
income, However, the Bank also recognizes that, when such activities involve another authority,
conflicts of loyalty may arise.

Employees may engage in a non-political occupation or activity provided that they observe the
Core Values and adhere to the following guidelines designed to prevent conflicts with their
responsibilities as Bank employees. The occupation or activity: (1) is compatible with the full
and proper discharge of their duties and responsibilities to the Bank; (2) does not violate local
laws or applicable immigration rules; (1) does not compromise the employee’s impartiality as an
international civil servant; (4) is not contrary to the Bank's mission; and (5) is undertaken on an
individual capacity and not as a Bank employee.

5. Conflicts of Interest in Relationships. Relatives of employees as defined in Bank policy are
not eligible for Bank employment. Employees who become related to one another in the degrees
defined by Bank policy in relation to eligibility for Bank employment through marriage or
domestic parnership as defined in Bank policy, are required to make this relationship known to
the Ethics Committee. Employees must be conscious of personal relationships in the work
environment. An employee may not be assigned to work under the direct or indirect supervision



of a relative, If two employees in a supervisory relationship become related while in Bank
service, one of them will be reassigned. The interests of the Bank will determine which of the
two individuals will be assigned 1o other duties. An employee shall recuse him or hersell from
participating in any employment-related decisions concerning a relative or an individual with
whom he or she has an intimate relationship, including assignments of duties, evaluation of
performance, awards of merit pay, and any other actions inherent in the employment
relationship. In cases of doubt, employees shall seek the guidance of the Ethics Committee.

6. Conflicts related to Non-Bank Employment. Conflicts of interest may be created as a result
of (1) a cumrent emplovee’s dealings with a former or prospective employer, or (2) a former
employee dealing with the Bank. Employees are urged to contact the Ethics Committee if they
have questions about former, prospective or subsequent employment.

Former Emplovment. Except with the authorization of the Ethics Committee, for a period of five
years after entering the Bank an employee shall not participate in decisions affecting a former
employer. Thereafler, if there is a possibility of a potential conflict of interest between the Bank
and a former employer, employees are expected to consult with the Ethics Committee prior 1o
performing any services related to their former employer.

Prospective Employment. Employees must not allow the performance of their duties to conflict
with, or be affected by, possible or prospective outside employment. In addition, an employee
must resign from the Bank prior to becoming an official candidate or being elected or appointed
as an Executive Director or Alternate Executive Director of the Bank.

Subsequent Employment. For five years following termination of Bank employment, former
employees may not participate in, nor provide services in connection with, any project,
transaction or initiative on behalf of any entity that does business with the Bank, or is negotiating
to do business with the Bank, when the former employee has participated personally and
substantially in that project, transaction or initiative or any related matter while employed by the
Bank.

7. Conflicts Involved in Procurement and Contracting. All emplovees engaged in Bank
procurement and contracting activities who have, or may have any direct or indirect outside
interest, financial or otherwise, including that of nationality, that might conflict or appear to
conflict with the procurement interests of the Bank must disclose this circumstance and seek
advice from the Ethics Committee. Favoritism toward a firm or consultant can also undermine
confidence in the Bank and shall be avoided.

Whenever an employee engaged in Bank procurement and contracting activities knows that a
relative works for or has an inferest in an entity contracted or to be hired by the Bank to provide
goods or services, or that a relative has been contracted or is to be hired by the Bank in any
capacity, the employee must report the relationship to the Ethics Committee, which may require
the employee to recuse himself or herself from any decision related to business between the
Bank and that entity or relative,



8. Conflicts Invelved in Receiving Gifts and Favors. Giving and receiving gifts or favors may
compromise an emplovee in the performance of his or her Bank duties,

Accordingly, employees may not accept gifis or favors, or a promise of gifts or favors, of
sigmflicant valoe and in no event greater than US3100 equivalent offered to them during their
Bank employment and because of their position with the Bank. This amount may be reviewed
periodically by the Ethics Committee. Individual gifts or favors of an insignificant value from
the same party or related parties may cumulatively be considered significant, and in such cases,
emplovees shall consult with the Ethics Committee.

For the purpose of this provision, “gifts or favors™ include, but are not limited to loans,
discounts, options, services, entertainment, raftle tickets, transportation, meals, lodging, and any
tangible object or in-kind service having monetary value. However, employees may accept: (1)
discounts for events to be attended by an employee with the Bank's authonization and for which
the cost would otherwise be covered by the Bank; or (2) meals or local transportation, and
related amenities of insignificant value, associated with business activities authorized by the
Bank, and where acceptance would not compromise the employee in facl or appearance.

Employees may also nol give gifts or favors of significant value that might influence decisions or
actions of parties doing business with the Bank,

If an offered gift or favor is of significant value, but refusal to accept it would cause offense or
embarrassment to either the donor or the Bank, the gift may be accepted but its receipt must be
reported promptly to the Secretary of the Ethics Committee. Whenever possible, the gift must be
turned over to the Ethics Committee as property of the Bank,

9. Corruption as a Source of Conflict. Corruption is contrary to the Core Values of the
institution and involves a direct conflict with the performance of an employee’s obligations to
the Bank. Accordingly, emplovees must not solicit or accept, facilitate or encourage, whether
directly or indirectly, any benefit for themsclves or for others, in exchange for any acl or
omission related to the performance of their official functions. Similarly, employees must not
offer or give o other parties any benefits in exchange for acts or omissions related to the
performance of the other party™s job responsibilities.

10. Receipt of Honors as a Source of Conflict. The receipt of an honor from an organization
oulside of the Bank may represent a potential source of conflict with the Bank’s Core Values and
the impartial performance of an employee’s duties to the Bank. Therefore, employees may nol
accept from any entity other than the Bank personal honors in connection with their official
duties at the Bank without first obtaining authorization from the Ethics Committee.

Honors awarded in recognition of activities unrelated to the Bank may be accepled, except in
cases where the offer of an honor could appear o compromise the independence or impartiality
of the fulfillment of the emplovee’s duty to the Bank. In such cases, the Ethics Commitlee shall
be consuelted at the earliest possible opportunity.



Disclosure of Interests

In order to ensure that no employee has a prohibited interest that might affect his or her judgment
in the performance of his or her duties, designated employees will be required to file statements
of interests for themselves and immediate members of their family.

The requirement to file statements of interests includes:
(1) All employees at Grade Level 3 and above: and
(2} Any other employees or categories of employees designated by the Ethics Committee.

The Ethies Committee is responsible for determining what information will be disclosed and the
manner and procedure of disclosure consistent with the provisions and obligations of the Code.

All other employees will be required to file an annual affidavit affirming that they are not
engaged in any of the transactions prohibited by this Code.

The statements and the affidavits shall be submitted to the Secretary of the Ethics Committee
during the first quarter of each calendar year and will be maintained by him or her,

Use of Information

1. Provision of Information. Provision of information to or about the Bank shall be done in a
manner consistent with the Core Values of the institution and in accordance with the following
specific guidelines when they are relevant:

Avoidance of Fraud. Employees must provide the Bank with truthfi ul, accurate and timely
information when performing their duties or in situations where disclosure of personal
information is required by the Bank's rules and regulations; and

Employees may never intentionally misrepresent the truth, especially when providing
information to the Bank or parties that do business with the Bank;

Public Statements, Employees shall not make public statements on behalf of the Bank
except when specifically authorized to do so in accordance with applicable policies; and

Communications with the Press. Only employees duly authorized by the Bank may
communicate on the Bank's behalf with the press. When communicating with the press in

relation to Bank matters, employees must regard themselves as speaking in the name of
the institution and avoid making personal references and expressing personal views,

2. Personal Use of Information. The use by employees of information obtained in the course of
their employment at the Bank is subject to the provisions of the Bank's Policy on Disclosure of
Information, the Core Values, other relevant Bank policies and the following specific guidelines:
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Publicly Awvailable Information, Emplovees mayv use or allow the use of information
obtained in the course of their official duties for personal purposes or for the benefit of
others only if such information 15 available to the peneral public; and

Copyrighted Information. The Bank owns the copyrights for all material that emplovees
produce as part of their official duties and, therefore, has the sole right to publish or use
such work in the manner it deems appropriate. I an employee wishes to publish or use
material not produced as part of Bank duties, but which deals with the Bank. he or she
must obtain prior authonzation from the Bank. Additionally, employees shall respect the
copyrights of others. Therefore, it is the responsibility of employees to comply with the
law, or make inquiries in case of doubt, when reproducing or transmitting printed or
electronic literary works provided to them by the Bank.

3. Safeguarding Confidential Information. When information 15 disclosed to the Bank on a
confidential basis, the confidentiality of this information is protecied by both the Bank and its
employees, subject to the Bank's policies for maintaining confidential information.

Employees. Employees may not share with unauthonzed recipients, including governments,
entities and individuals inside or outside the Bank, any mformation that 15 designated by Bank
policies to be confidential or that the employees know or should know to be confidential or
subject to restricted disclosure. These obligations remain in force after termination of
employment.

The Bank, The Bank will safegpuard and protect confidential information regarding its
employees. Personnel files, medical records, information conceming investigations, personal
financial information, and disciplinary actions will be kept from inappropriate use and disclosure
and access to such information will be allowed only for authorized and legitimate business needs
of the Bank.

Ise of Bank Resources and Facilities

Employees have a duly to (1) protect and conserve Bank property, including equipment,
computers, software, supplies and other property entrusted or issued to them by the Bank, and (2)
use such property in accordance with any applicable administrative guidelines or regulations of
the Bank. Employees may not use or allow the use of property of any kind, owned or leased by
the Bank, for other than official activities without specific authorization from appropriate Bank
authorities.

Employees may, however, engage in activities involving use of Bank premises for appropriate
recreational, educational or other personal activities during non-working hours, subject to the
availability of the facilitics which have been designated for such purposes. In the event of doubt
whether the activity 15 appropriate, the Ethics Committee shall be consulted.
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MPLEMENTATI

Role of the Ethics Committee. The Ethics Committee is responsible for interpreting,
implementing and enforcing the Code. It is composed of five members appointed by the
President. The President shall appoint a Bank staff member to serve as Secretary to the Ethics
Cotumitice.

The Ethics Committee may act on its own initiative, at the request of an employvee or other Bank
Offices, or on the basis of information provided by another party,

When it finds that there has been a violation of the Code, the Ethics Committee may impose an
administrative sanction, prescribe remedial action, and/or recommend disciplinary action to the
appropriate Bank authority,

Procedures for Code Administration and Enforcement. The Ethics Committee is governed by
a set of procedures which (1) describe its functions and the functions of the Secretary, and (2)
contain detailed provisions designed to ensure due process to employees in connection with all
actions taken by the Committee, Topics covered include: handling of alleged violations of the
Code; the investigative process; decision-making; implementation of decisions; and requests for
reconsideration and appeals.

Reporting Violations of the Code. Employees or other parties who suspect, or may be aware of,
violations of the Code shall bring them to the attention of the Ethics Committee in order to
protect their interests or the interests of the Bank. He or she shall do so by contacting the
Secretary of the Ethics Commitiee. Matters conceming this Code that are brought to the attention
of individual members of the Ethics Committee, the Office of Institutional Integrity, or other
Bank Offices and that require the advice of the Ethics Committee, or interpretations of the Code,
shall be referred to the Secretary of the Ethics Committee. Individuals who report suspected
violations of the Code may do so anonymously or on a confidential basis.

The reporting employee should have reasonable grounds for suspecting a vielation and must do
50 in a good faith effort. Knowingly reporting false or frivolous information is contrary to this
Code and employees who do so may be sanctioned accordingly.

It is the Bank's policy to protect all employees from reprisal, retaliation or other adverse action
when they act as “whistleblowers™ and report alleged violations of the Code or other acts of
fraud or corruption. Therefore, employees will not be subject to reprisal as a result of reporting a
suspected violation of the Code as long as they do so in good faith and have reasonable grounds
for their suspicion.
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F 5

“Affiliate” includes any person, firm, or organization with whom an employee or a member of
his or her immediate family has a financial interest.

The term “employee”, as used within this Code, includes all categories of Bank employees at its
headquarters and in its Country Offices, including all senior officers, managers, supervisors and
all other categories of national and intemational Bank employces appointed by or under the
authority of the President, including stafl and contractual employees, as defined in Bank policies
and rules. The Code does not apply to the Bank's Executive Directors, Allernate Executive
Directors, and their Counselors, who are subject to their own Code of Ethics.

“Ethics™ refers 1o a set of principles or values held by a specific group and which regnlate and
guide dealings with other members of the group and with other parties; a code or set of principles
by which people or groups live and which regulate and guide their activities,

“Financial intercst™ means any right to receive interest, dividends, capital appreciation, fees or
other payment or monetary benefit,

“Immediate family”, for the purposes of the “Conflicts of Interest” section of this Code,
includes the spouse, domestic partner, dependent child or children and any other member of the
employee’s family who may be considered as a dependent under the rules applicable to
employees of the Bank.

“International civil servant” refers to an individual who works for a public intemnational
organization and who is expected to (1) perform his or her work with integrity, impartiality,
loyalty and independence from any government or other authority external to the employer, and
(2) avoid placing himself or herself in a position where personal interests conflict with the
interest of the employer organization.

“Personal interests”™ means interests specific to an individual, which relate to his or her
individual needs, desires, goals, values or beliefs and which are independent of the needs and
poals of the organization for which bhe or she works.

“Relative”, for the purposes of the “Conflicts of Interest” section of this Code, means an
individual related to an employee up to the third degree of relationship by blood {consanguinity)
or by adoption, or up to the second degree of relationship by marriage or domestic partnership
iaffinity).

“Reprisal” means an act of retaliation on the part of a staff member's colleagues, supervisors, or
any other Bank officer carried out to punish a staff member who acted as “whistleblower™.
Reprisals are adverse actions on the part of co-workers or supervisors in response to the
employee's acting as “whistleblower,” which could include harassment, discriminatory
treatment, assignment of work outside of the corresponding position description, inappropriate
evaluations of performance, inappropriate awards of merit pay, or the withholding of any other
entitlement. For the purposes of the Code, a reprisal includes the threat of reprisal.
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“Whistleblower™, in the context of this Code, means any Bank employee who discloses
mformation concerning allegations that other employees, executing agencies, contractors,
consultants, or any other person or organization doing or seeking business with the Bank may
violate or have violated the Bank's policics or the laws of its member countries, or may take or
have taken action which has caused or could cause harm to the Bank's mission or reputation.
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OBTAINING FURTHER GUIDANCE ON ETHICAL ISSUES

This Code of Ethics cannot provide the Bank or its emplovees with all of the gmidance needed to
resolve every ethical issue that might anse in the course of the Bank's activities or an employee’s
working relationship with the Bank. There will be cases which do not seem to be covered by the
Code or cases where the Code may be ambiguous when applied to the facts of a specific case. In
such instances, the Bank and/or the employee shall seek further guidance by consulting the
Ethics Commiittee on all questions arising under the Code or relating to its interpretation.

People to Consult. In order to ensure overall consistency and fairmess in the application of the
Code of Ethics, it is required that all consultations be dirccted to the Secretary of the Ethics
Committee. The Ethics Committee and/or the Secretary of the Ethics Committee shall endeavor
to provide response to all consultations.

This obviously does not impede employees in seeking counsel with their managers; the Country
Representative; the Staff Association; the Ombudsperson; the Human Resources Department; the
Office of Institutional Inteprity or other colleagues or Bank entities of his or her choce.
However, interpretation of the Code will be binding and create precedent only if made by the
Ethics Committee.

Policies and Documents to Consult. In addition, it may often be helpful for the employee to
consult other Bank documents and policies, rules, regulations, and guidelines that may be
relevant to the ethical issue under consideration and which may provide some context and
guidance for its resolution. Some of the most relevant documents and policies are:

{1} The Agreement Establishing the Inter-American Development Bank, especially
Article VI, Sections 5 (d), (e} and (f);

{2) the existing personnel policies and Prineiples of Human Resource Management of
the Bank, particularly Staff Rules 320-329 dealing with Duties, Obligations and
Privileges;

{3) Bank policies and guidelines supporting the Bank's systemic framework apainst
fraud and cormuption;

{4) the policy and guidelines on investigative procedures undertaken by the Bank; and

{5) the documents and policies with respect to the Ombudsperson.



