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Exhibit 5 

December 28. 2006 

s~nator Richard G. Lugar 
306 Hart Senate Office Buiiding 
\V :1shit1gron. 0. C 2051 0-14() l 

Dear Scn<.~tor Lugar. 

:\sa member of the Worfd Bank·s Legal Department for twenty years, and a 
member of the DC Bar. I was obligated by the DC Rules of Professional Conduct to 
report a weak control c11lture in the Bank. On June 2, 2004 I informed the Audit 
Committee of the Board of Executive Directors about sensitive governance issues 
concerning interference in the Board's access to information. lflc Operations Evaluation 
Dt.:p<irtm~::nt refused to reveal ro the Board the roll! of the Bank·s poor supervision of the 
Philippines Banking Sector Reform Loan in the corrupt take-ovt:r of the second largest 
bank in the Philippines resulting rn. a 5500 million banking failure. canccltation of$200 
million from the Bank':; loan to rhe Philippine~. and cancellation of5200 miflion in 
cofinancing from Japan, 

Two of the Bank's fum1er Ethics Officers tried in vain to protect me from 
rclaJiatron for reporting the lapses in internal comrols. Anita Baker placed my division 
chief~ Mohan Gopai. on mandatory administrative kaw for his retaliation against me. 
:\tier Jacqueline Gates replaced :\nita Baker as Ethics Officer, she asked the fnstitmional 
{ntegrity Department fT\H") and the Human Ri.!sources Oepartment ("·!IRS") to cnJ the 
rd;tliatilm. When both C\T <Hld HRS refus.:d. !\Is. Gati!S resigned in fmstration. I have 
reported the risk to the: reputation of the US f~)f prohity in irs ovcrsight of the 13ank to 
~~nior management, the US Executive Director's office. ;tnli the CS Treasury 
Department. a:-> documented in the attached correspondence. 

The- \:dhcrbnds constituency intervened in 2005, :.~nd the .~udit Cnmmittcc 
; c:qucstcd !);T to look into the matt.::r. The resulting 1\:T report of October 31. 2005 was 
.. ~V;JSt\'~ ;Ind ;;;ought to discredit me rather than ro address the "crious issues \Vhich l ra:sed. 
l h~ Ext:cutiv~ Directors i.irC now requiring; an auJit of 1:'-.-T. !he J.lt::tchcJ. work pro<;ram 
qf rhc f3oard's Cornmitrce on Ciovcnwnce Is aimed :.tt achl~ving bdter :1ccess to 
; n ftJrrnar i(>n ~1nd grt!:~[t:r \01 c..:c ! r1 l3ank rn:.tnagcn1cnL 

l he rc\ tcw <> l. the D.u: k' s conllicl rcsol ution system ;.mJ policies for pror~ction or' 
·xhistkblowcrs. mandatcrl hy !J S. Liw, 1s proceeding: in a closed process that exclude~ 
rl\~: Board, atkr a task force '.Vith a broader mand:ne that would have consisted of former 
i ~ ~ -=mbcrs of the Bo:ml w1:> r,~jcckd. i karncd yc ~ tcrd::t.y l·rom thc: Staff Assoc i;ttion th,lt 
'h~ new ._ .. :histkbJo,vcr nde' ius ht:en finaliz.;d \'V'l ~hour provi:>Jon (or revic'N ofthc ftna! 
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S..:n:llof Richard (.j. Lugar 2 December 29, 201)6 

Jraft by the Board or by experts. \f r. Eckhard Dt:utscher, Dean of the Board, has 
informed me that th~ World Bank Board is treated like a mushroom . .. kept in the dark~ 
and covered with fertilizer: · fr is necessary tor the review of the Bank: s conflict 
resolution system to be pul on track to achieve consc:nsus for much needed refonn. 

In order to minimize rcputational risk to the Bank, I sought to mediate my 
personnel grievances with HRS. but was referred instead to 1he Bank's Appeals 
Committee and the Administrative TribunaL The perf()rmancc of the Administrative 
Tribunal on my case documents the weaknesses in the Bank's conflict resolution system. 
H RS is refusing to mcdiat~ and demanding for me to leave the Bank in July. 2007. If [ 
am rtquircd to leave the Bank, this will dissuade: any other ~mployec who would report 
serious internal problems (rom establishing a direct line of com •.tnicatron with the 
Board. 

I am currently working with Kevin Kcliums on the Farm JoumaJ Fomm to be held 
in D~cembcr 2007. dedicated in memory of my friend Sonja Hillgrcn's life ant! work. I 
sincercl.y hope that you will help me to remain at the Bank so that. I can continue my 
\VOrk on rule of law as well as the upcoming Fomm in Sonja's memory. 

Respectfully, 

Karen Hudes 

Enclosures 

0109 
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