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Anti-Corruption Action Plan for EINRIP

~ |/Summary.

| Responsibility

ﬁmqﬁéliﬁcation necessarily takes place; and
o  An English translation of the official Guideline for Users shall be provided on
the e-procurement site.

Where sub-national procurement committees are unable to upload tender documents
to the Semi E-Procurement system, the PMU will do this for them.

‘When using the Semi E-Procurement system, all bids are to be submitted in hard
copy.

If full transaction-based e-procurement becomes possible under Indonesian law, it
will be implemented for EINRIP, with AusAIDY's prior approval and provided that the
system complies with the requirements of “E-bidding Requirements for MDB Loans,
Grants and Credits” dated May 2005.

For all procurement exercises, tender documents will also be available in hard copy.

R S N O R TN e e A e e e e e

Strengthened supervision of civil
works

The MDB/FIDIC Harmonised Contract will be used for all civil works, with the role
of Engineer being filled by the Team Leader of the RSC.

MPW will take all necessary actions to appoint the Engineer for each contract. MPW
will provide details of all arrangements in relation fo the dejegation of the authority of
the FIDIC Engineer (under the MDB/FIDIC Harmonised Contract) to AusAID for
NOL. No subsequent changes can be made to these arrangements without AusAID’s
prior written approval.

MPW
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‘Summary : N | Responsibility

The Team Leﬁder, as the Engineer, will delegate necessary authorities to each Chief
Supervision Engineer, including responsibility for authorising payment certificates
(clauses 14.2, 14.6 of the MDB/FIDIC contract).

Civil works will not commence until the RSC is mobilised and a Chief Supervision
Engineer appointed.

The PMSC will be responsible for monitoring the RSC’s performance. This will
include monitoring the adequacy of supervision of environmental requirements.

The evaluation process for the RSC contract and AusAID’s NOL will give weight to
the following;
= the adequacy of remuneration of field staff (to reduce incentive for collusion);
= qualifications, experience and background of the person(s) nominated as Chief
Supervision Engineer(s).

The PMU, supported by the PMSC, will provide a mobilisation briefing to key RSC
staff and Chief Supervision Engineers on;

(i) the role of the FIDIC Engineer;

(ii) the role of field supervisors;

(iii)  responsibilities of head office;

{(iv)  the EINRIP ACAP, including terms of audits, sanctions etc.

Comprehensive training to all RSC staff will be provided by the RSC.

AusAID

Ad hoc third party advice AusAID will be able to draw on the World Bank’s External Supervision Team (see
SRIP ACAP) to advise on and identify the risks of fraud and corruption ai an early
stage. AusAID will be able to draw on this team on an ad hoc, troubleshooting basis.
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EMITCATION O AT D & COLLUSION RISKS™ 777

Strengthen efficiency and
accountability of procurement process
for consultant contracts

MPW will work with an external Procurement Agent engaged by AusAID to support
the MPW procurement committee in the selection process for following contracts:

o  Project Management Support Consultant (PMSC);

o  Repional Supervision Consultants (RSC) and

o  Procurement Advisory Services (PAS)

(All of these procurement exercises will be exempt from AIPRD eligibility criteria.)

The role of the Procurement Agent is to support the MPW procurement commitiee by
providing procurement services at key poiats in the selection process, including
providing recommendations to the Committee on shortlisting and technical
evaluation.

In the event of a difference of opinion between the Procurement Agent and the MPW
procurement committee in relation fo the recommendation for (i) shortlisting or (ii)
which firm should be selected for award, the parties will seek to resolve the
difference holding the principles of a timely and accountable procurement process
paramount. The Heads of Procurement Committees will be held responsible by the
Minister of Public Works for their procurement decisions.

AusAlID, MPW

Strengthen capacity of provincial
procurement committees to undertake
procurement of civil works contractors

MPW will engage a consultant to provide Procurement Advisory services. The
Procurement Advisory Services will be selected using the Procurement Agent.

The Procurement Advisors will provide the following services to provincial MPW

offices in relation to EINRIP civil works procurement:

o  Develop and oversee implementation of measures/protocols to avoid fraud and
collusion in tender processes, including at the shortlisting stage;

o Attend bid opening for all procurement exercises and retain in a safe place a

MFPW, Inspectorate
General, PAS
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sealed copy of all technical and financial proposals recetved. If the Adviser is
unable to attend bid openings for any reason, they are to appoint a Public Notary
(Notaris) to discharge their functions;

Implement a monitoring system to identify collusive trends, including
monitoring implementation of the integrity pact for each procurement exercise;
Develop and implement processes to avoid delays;

Provide assistance with the progressive implementation of e-procurement in the
provinces;

Work with MPW on reviewing and implementing improvements to the
procurement system; and

Provide procurement training and capacity building.

In addition, the Procurement Advisors will assist procurement commiitees with
quality control before tender documents are submitted to AusAID for no objection.

Anti-corruption  measures to be
included in all procurement exercises

The follow'm_g_will apply to all EINRIP procurement:

o]

Each Annual Procurement Plan for EINRIP must be approved by AusAID
before any procurement can commence. Any subsequent amendments to the
Plan must receive AusAID’s prior writlen approval.

All tender notifications must be advertised in national newspapers readily
available in the province in which procurement is being undertaken, and in
relevant provincial newspapers, on the MPW Semi E-Procurement system, on
the EINRIP website, UNDB on-line and dg Market websites.

No pre-bid conferences will be held, except with AusAID’s prior written
approval.

Specific contract conditions for EINRIP will be agreed in advance between
AusATD and DGH. If the contract is translated, the English version will take
precedence; .

A bidder cannot be excluded from bidding on the basis of past performance
unless there is evidence of due process in relation to the performance complaint
and AusAID has provided prior written approval to the exclusion of the bidder.
MPW must keep strictly confidential the list of companies that have registered

MPW
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for bidding until bid opening,

o  There will be no pre-qualification of bidders. Post-qualification criteria will be
agreed between AusAID and DGH before procurement commences.

o  An integrity pact in the form of ‘Form 2’ Chapter V of Presidential Decree
80/2003 will be signed by the Project Manager and each member of the
procurement committee before the tender advertisement is placed.

o Anintegrity pact in the form of ‘Form 2’ Chapter V of Presidential Decree
80/2003 will be signed by each bidder and submitted with their bid.

o  The request for NOL to contract award will include copies of ‘Form 2° Chapter
V of Presidential Decree 80/2003 signed by relevant parties.

o Representatives from relevant local civil society organisations will be invited to
cach bid opening, At least seven days advance notification regarding the date
and location of bid opening will be provided.

o  The Project Management Manual will include/specify requirements to ensure
procurement exercises are conducted in a timely manner and sanctions for
breach of these requirements. AusAID and MPW will ensure that the deadlines
are adhered fo on all procurement exercises.

o  The “long-list” (list of all bids received) and reasons for any bid being declared
non-responsive will be provided to AusAID as part of the NOL process.

The following will apply to all EINRIP civil works procurement:

o  AIPRD eligibility criteria will apply to all civil works precurement

o  The harmonised MDB/FIDIC Conditions of Contract, March 2006, will be used
for all civil works procurement.

o  AusAID will conduct prior review for all procurement.

o  The Project Manager for each contract must submit the draft owner’s estimate to
the PMU for review of its accuracy at least 14 days before the bid document is
issued. The bid document must not be issued without PMU approval of the
owner’s estimate. The owner’s estimate will be provided to all bidders.

The following will apply to all EINRIP procurement of consultancy services:
o ICB conditions apply to procurement of all consultancy services; |
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o  Shortlisting criteria must be developed and submitted to AusAID for NOL
before the invitation for expressions of interest is advertised,

Strengthened financial and | Each PIU/Satker will include a qualified procurement specialist and a financial | PMU

procurement capac.ity Of_ provincial | management specialist whose duties will include ensuring adequate record keeping
Pfo_leﬂt Imple]:ﬂentatloﬂ Units fol- audit purposes'

The Project Management Manual will include a financial management action plan
setting out, among other things, internal controls and strengthened payment validation
procedures, as well as development of and training in EINRIP Financial
Management.

The financial management action plan will also specify the broad financial

parameters for EINRIP, including:

o Categories of eligible expenditure; and

o Requirements for Contractors, such as setting up a separate account that is only
permitted to hold EINRIP funds and is auditable by the independent auditor.

MPW will conduct training of project staff in procurement and financial
management, including the requirements of this ACAP.

Improved financial and technical | AusAJID will engage a private sector accounting firm as the independent auditor for | AusAID & MPW

project audits EINRIP. The independent auditor will undertake external project audits with a focus

o

o Detecting corruption and collusion in procurement processes (including sample
audits of procurement processes) and during contract implementation;

o Detecting non-compliance with key financial management requirements, with a
focus on the process for validating payments to contractors;

o Detecting misappropriation of funds.
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The independent auditor will also conduct annual audits of the special purpose project
financial statements. AusAID will consult MPW on the scope of services for the
independent audit contractor.

AusAID will engage a firm to conduct sample technical audits during civil works
implementation to examine the quality and effectiveness of implementation,
including environmental aspects. MPW will impose available sanctions on
contractors based on the outcomes of technical audits. AusAID reserves the right to
withhold loan payments relating to a particular sub-project where adequate measures
are not taken to avoid poor quality works.

As far as possible, audits will be scheduled so that the results can be used to improve
the remainder of the works, and the results of technical audit shall be taken into
consideration by the persons evaluating each package for Provisional Handover.

The criteria and timeframe of the technical and financial audits will be described in
the PMM.

Govemment to government
communications protocol in relation to
corruption cases.

Once every 6 months there will be a meeting between MPW (Secretary General),
Ministry of Finance (Director General, Treasury) and AusAID (Minister Counseltor)
to discuss key audit report findings including those relating to fraud and corruption.
The meeting will review the actions already taken in response to those findings and
require further actions as necessary, including;:
=  achange to EINRIP procedures;
= disciplinary action against contractor/consultant and/or Government officials
involved; referral of case for investigation/ prosecution by the Independent
Auditor and/or relevant Government agency

AusAID, MPW, Ministry

of Finance
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D COMPLATNTS HANDEING i

2 sk e e it gy o sty

Enhanced
procedures

complaints handling

Regulation of the Minister for Public Works No.323/PRT/M/2005 “Concerning a
Mechanism for Handling the Information from the Public relating to Public Works™
will be implemented for EINRIP with the following enhancements:

o Complaints may be submitted by post, telephone, fax or email to either the
MPW Directorate of Planning (PMU) or the MPW Inspectorate General. The
party the complaint is submitted to is responsible for handling the complaint.

o Anonymous complaints are permitted.

o  The identity of informants will be kept confidential. MPW will implement
procedures to ensure this requirement is strictly enforced.

o All complaints will be responded to within 7 days of receipt.

o  Complaints will be referred in a timely manner to the independent audit firm or
relevant Government of Indonesia agencies for investigation and prosecution as
appropriate. )

o Complaints deemed possible serious infringements may be further investigated
by AusAlD.

o  The status of all complaints will be recorded and consolidated into a monthly

report by the Inspectorate General. This report will be provided to AusAID via
the PMU and the Director Geperal..

In addition, AusAID may establish a complaints handling mechanism to deal with
coruplaints that are submitted directly to AusAID. In general, these complaints will
be referred back to MPW for investigation and follow up.

MPW Inspectorate
General’s Office and the
Directlor General  for
Highways

aaaaaaa

Sanctions for companies

As a condition of loan effectiveness, MPW must develop guidelines satisfactory to

MPW Inspectorate General
and Director General of
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AusAID setting out the sanctions that will be applied to consultants and contractors
found to be involved in corrupt conduct associated with the project. These will
include:

» Where evidence of fraud, collusion or corruption is found, MPW will
immediately terminate the contract and may impese additional sanctions such
as claiming forfeiture of the Performance Security, and/or blacklisting of the
company.

»  Cases where evidence of corruption is found and sanctions are imposed may
be publicised on the EINRIP website.

Highways

Sanctions for public officials

As a condition of loan effectiveness, MPW must develop guidelines satisfactory to
AusAID setting out the sanctions that will be applied to public officials found to be
involved in corrupt conduct associated with the project. The sanctions will include
relieving the officer of his/her duties on EINRIP during the investigation period.

MPW

Suspension of sub-projects

The project may be suspended in any geographic location where corruption cases are
not dealt with effectively.

MPW, AusAlD

Misprocurement

AusAID will not declare misprocurement without first sharing and discussing all
information with MPW’s Inspectorate General (IG). It is understood that Minister for
Public Works may forward the information to the Police (in the case of ordinary
crime) or to the Attorney General (in the case of corruption).

IG, AusAID, MPW

.
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