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Section VI. SANCTIONABLE PRACTICE – SOCIAL & 
ENVIRONMENTAL RESPONSIBILITY 

1. Sanctionable Practice 

The PEA and the Contractors (including all members of a Joint Venture and proposed or engaged 
Subcontractors) must observe the highest standard of ethics during the Tender Process and performance 
of the Contract.  

By signing the Declaration of Undertaking the Contractors declare that (i) they did not and will not engage 
in any Sanctionable Practice likely to influence the Tender Process and the corresponding Award of 
Contract to the PEA’s detriment, and that (ii) in case of being awarded a Contract they will not engage in 
any Sanctionable Practice. 

Moreover, KfW requires to include in the Contracts a provision pursuant to which Contractors must permit 
KfW and in case of financing by the European Union also to European institutions having competence 
under European law to inspect the respective accounts, records and documents relating to the Tender 
Process and the performance of the Contract , and to have them audited by auditors appointed by KfW.  

KfW reserves the right to take any action it deems appropriate to check that these ethics rules are 
observed and reserves, in particular, the rights to:  

(a) reject an Offer for Award of Contract if during the Tender Process the Bidder who is recommended 
for the Award of Contract has engaged in Sanctionable Practice, directly or by means of an agent in 
view of being awarded the Contract; 

(b) declare misprocurement and exercise its rights on the ground of the Funding Agreement with the 
PEA relating to suspension of disbursements, early repayment and termination if, at any time, the 
PEA, Contractors or their legal representatives or Subcontractors have engaged in Sanctionable 
Practice during the Tender Process or performance of the Contract without the PEA having taken 
appropriate action in due time satisfactory to KfW to remedy the situation, including by failing to 
inform KfW at the time they knew of such practices.  

KfW defines, for the purposes of this provision, the terms set forth below as follows:  

Coercive Practice The impairing or harming, or threatening to impair or harm, directly or 
indirectly, any person or the property of the person with a view to influencing 
improperly the actions of a person. 

Collusive Practice An arrangement between two or more persons designed to achieve an 
improper purpose, including influencing improperly the actions of another 
person. 

Corrupt Practice The promising, offering, giving, making, insisting on, receiving, accepting or 
soliciting, directly or indirectly, of any illegal payment or undue advantage 
of any nature, to or by any person, with the intention of influencing the 
actions of any person or causing any person to refrain from any action. 

Fraudulent Practice Any action or omission, including misrepresentation that knowingly or 
recklessly misleads, or attempts to mislead, a person to obtain a financial 
benefit or to avoid an obligation. 
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Obstructive Practice Means (i) deliberately destroying, falsifying, altering or concealing evidence 
material to the investigation or the making of false statements to 
investigators, in order to materially impede an official investigation into 
allegations of a Corrupt Practice, Fraudulent Practice, Coercive Practice or 
Collusive Practice, or threatening, harassing or intimidating any Person to 
prevent  them from disclosing  their knowledge of matters relevant to the 
investigation or from pursuing the investigation, or (ii) any act intended to 
materially impede the exercise of KfW's access to contractually required 
information in connection with an official investigation into allegations of a 
Corrupt Practice, Fraudulent Practice, Coercive Practice or Collusive 
Practice. 

Sanctionable Practice Any Coercive Practice, Collusive Practice, Corrupt Practice, Fraudulent 
Practice or Obstructive Practice (as such terms are defined herein) which 
is unlawful under the Financing Agreement. 

2. Social and Environmental Responsibility 

Projects financed in whole or partly in the framework of Financial Cooperation have to ensure compliance 
with international Environmental, Social, Health and Safety (ESHS) standards (including issues of sexual 
exploitation and abuse and gender-based violence) Contractors in KfW-financed projects shall 
consequently undertake in the respective Contracts to: 

(a) comply with and ensure that all their Subcontractors and major suppliers, i.e. for major supply 
items comply with international environmental and labour standards, consistent with applicable 
law and regulations in the country of implementation of the respective Contract and the 
fundamental conventions of the International Labour Organization1 (ILO) and international 
environmental treaties and; 

(b) implement any environmental and social risks mitigation measures, as identified in the 
environmental and social impact assessment (ESIA) and further detailed in the environmental 
and social management plan (ESMP) as far as these measures are relevant to the Contract and 
implement measures for the prevention of sexual exploitation and abuse and gender-based 
violence. 

 

 
1 In case ILO conventions have not been fully ratified or implemented in the Employer’s country the 
Applicant/Bidder/Contractor shall, to the satisfaction of the Employer and KfW, propose and implement appropriate 
measures in the spirit of the said ILO conventions with respect to a) workers grievances on working conditions and 
terms of employment, b) child labour, c) forced labour, d) worker’s organisations and e) non-discrimination. 


