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INTRODUCTION

1. The Government of the Republic of Armenia has acknowledged the fight against corruption as one of the priorities for its activities. The main directions for the state anti-corruption policy were determined for the first time in May 2000 stressing the importance of efficient and well-planned human resources policies, the necessity to ensure social and legal protection for the state servants, income declaration for high-rank state officials, application of legislation regulating public procurement, licensing and state registration, as well as fighting shadow economy and criminalization of the economy
. 
2. Taking into consideration the threats emanating from corruption, the Government of Armenia has undertaken a series of measures to fight corruption. In 2001-2003 the state anti-corruption policies as well as the legislative and institutional frameworks for fighting corruption were finalized
. The Anti-Corruption Strategy and Action Plan for 2003-2007 was developed and adopted that defined the state policies for fighting corruption
. The Strategy was aimed at fighting corruption, eliminating its causes and establishment of healthy moral-psychological atmosphere in the country. 
3. The political milestones and set targets for the fight against corruption and establishement of an efficient state administration system are the most important guarantees for the implementation of the government’s commitments in the sphere of fighting corruption and the implementation of the Anti-Corruption Strategy. In particular, the pre-election platform of the RoA President sets the target for the development of the public administration system in Armenia for 2012 at the level of the newly acceded EU member states stating that in 2012 Armenia will exceed these states based on the existing internationally renouned indeces
. This political commitment directly underlies the formulation of the goals and objectives of the present strategy. The targets for the expected outcomes of the strategy implementation will be selected based on this target. 
4. In April 2008 the National Assembly adopted the programme of the government formed as a result of the February 19 presidential elections. In the government’s programme the fight against corruption is acknowledged as one of the main components of the state policies
. The Government of Armenia considers full consolidation of a multi-party system ensuring real political competition to be an important pre-condition for efficient fight against corruption and ensuring the trust of the public. Special attention will be paid to the coverage of corruption cases detected as a result of the activities of the law enforcement bodies. The Government of Armenia has outlined the main directions for the Anti-Corruption Strategy and Action Plan: protection of human rights and liberties, increasing the efficiency of the public administration and local self governance, awareness raising on the fight against corruption,  civil society involvement in the fight against corruption, improvement of the public administration system, improving the civic participation in the public administration, ensuring rule of law, ensuring equal competitive atmosphere for economic entities, reduction of the shadow economy. The Government of Armenia has also undertaken to implement commitments under the GRECO and OECD Anti-Corruption Network for Transition Economies, as well as the UN Convention against Corruption. 
5. Efficient public administration, particularly the fight against corruption, has been recognized as one of the priority areas for the RA National Security Strategy. The National Security Strategy states that institutional reforms are aimed at the strengthening of democratic state, improving the efficiency of the state administration bodies, ensuring the independence and impartiality of the judiciary, increasing the involvement of the civil society in policy making and monitoring, strengthening the fight against corruption, particularly bribery
. 
Chapter I. ANTI-CORRUPTION POLICY IN ARMENIA IN 2003-2007
1.1 Assessment of the level of corruption in the Republic of Armenia, its prevalent forms, sectors and areas
6. Most of the main international indicators to measure the general level of corruption are developed based on the aggregation of the results of specialized research and surveys. Currently, the internationally recognized indicators for measuring corruption are the Corruption Perception Index (CPI) published by Transparency International (TI)
, the Control of Corruption Indicator (CCI) published by the World Bank Institute
 and the corruption rating from the Nations in Transition report published by the Freedom House.

7. Transparency International’s (TI) Corruption Perception Index (CPI) is the most complete, common and reputable indicator of the level of corruption. CPI sources
 rank countries based on the level of corruption in public and political sectors, thus providing an opportunity to compare the perceived level of corruption in various countries. Moreover, the chronological comparison is based on CPI units, not ranking. At the same time, CPI does not reflect the fight against corruption or current changes. CPI in Armenia has been measured since 1999.
 In 1999-2000, the index was 2.5
, in the next few years it fluctuated at about 3.0, and in 2007 it was 3.0. It is worth noting that, in terms of CPI, Armenia compares favorably both to other CIS countries (average CPI is 2.37) and to 20 countries of Eastern Europe and Central Asia (average CPI is 2.78). Armenia ranks 99th among 163 countries. 

8. According to the World Bank Institute’s Control of Corruption Indicator (CCI) 
, the control of corruption has improved in Armenia in 2006 (-0.58), compared to both 2003 (-0.62) and 1996 (-0.70)
: As a result, Armenia ended up in 35 percentile rank among 209 countries.
 With this ranking, Armenia occupies a second place among CIS countries (the average score for CIS countries is -0.84), with only Georgia scoring significantly better (score -0.36, percentile rank 44.7)
 Armenia’s 2006 control of corruption index is lower than the average for ECA countries (-0.421), Central and Eastern European countries (-0.049) and countries with low average income (-0.533). At the same time, Armenia scored higher than the average for ECA countries with low average income (-0.661) (see Tables N1 and 2). 
Table 1. The Dynamics of WBI Governance Indicators for Armenia (percentiles, 0-100, 1998-2006)

	
	1998
	2000
	2002
	2003
	2004
	2005
	2006

	1. Regulatory Quality
	26.6
	28.1
	56.7
	57.1
	53.2
	56.9
	59.0

	2. Government Effectiveness
	29.7
	18.7
	45.5
	45.5
	44.5
	49.3
	51.2

	3. Voice and Accountability
	35.3
	37.2
	34.8
	33.3
	30.0
	30.4
	26.9

	4. Political Stability
	22.6
	17.9
	23.6
	28.3
	31.6
	38.2
	35.1

	5. Rule of Law
	38.0
	36.1
	35.6
	39.4
	38.0
	41.5
	38.1

	6. Control of Corruption
	21.6
	23.0
	32.4
	33.8
	28.9
	33.5
	35.0


Table 2. Governance Indicators for the countries of the CIS and Eastern Europe for 2006 (percentiles, 0-100)

	
	Control of Corruption
	Government Effectiveness
	Regulatory Quality
	Voice and Accountability
	Political Stability
	Rule of Law

	Slovenia
	81.1
	84.4
	72.7
	84.6
	82.7
	75.2

	Estonia
	80.1
	85.3
	92.2
	78.8
	71.2
	80.5

	Latvia
	68.4
	73.5
	82.4
	72.6
	73.6
	63.8

	Czech Republic
	66.0
	80.1
	79.5
	77.4
	70.2
	73.3

	Slovakia
	65.5
	78.2
	83.4
	78.4
	76.4
	61.4

	Poland
	60.2
	69.2
	69.3
	76.9
	54.3
	59.0

	Bulgaria
	57.3
	60.2
	66.3
	65.4
	57.2
	50.0

	EE and B* Average
	56.3
	62.1
	65.7
	65.3
	56.6
	53.3

	Romania
	53.4
	53.6
	62.0
	61.5
	50.0
	50.5

	Georgia
	44.7
	50.7
	44.4
	44.7
	21.6
	32.9

	Armenia
	35.0
	51.2
	59.0
	26.9
	35.1
	38.1

	Moldova
	30.1
	22.3
	41.5
	32.7
	29.8
	32.4

	CIS Average
	22.2
	26.3
	28.2
	21.3
	27.2
	20.0

	Belarus
	21.4
	10.4
	4.9
	4.3
	52.4
	11.9

	Tajikistan
	18.9
	14.2
	17.6
	11.1
	10.6
	12.9

	Kazakhstan
	18.4
	33.6
	36.1
	19.7
	46.2
	23.8

	Azerbaijan
	15.0
	27.5
	34.1
	14.9
	15.9
	22.4

	Kyrgyzstan
	10.2
	21.3
	28.3
	27.9
	13.0
	10.5



*Eastern Europe and Baltic Countries
9. The comparison of the prevalent forms of corruption in Armenia is based on the analysis of data from three main sources: (a) comparative studies of various forms and manifestations of corruption in different countries and groups of countries, conducted by respectable international organizations, (b) studies of public perception of various forms and manifestations of corruption, conducted by local NGOs working in Armenia, and (c) RA state and administrative statistical data
: 
10. Surveys of businesses, experts and households indicate that the most prevalent forms of corruption in Armenia are: transactional corruption, administrative corruption and capture of the state.
11. Transactional corruption is aimed at speeding up various processes and official procedures and reducing costs, with the purpose of citizens or legal entities receiving public services, in particular, within a shorter period of time than that provided for RA laws and procedures. For this type of corruption, the main thing is the demand for corruption, which is developed mainly by citizens and legal entities, even though officials providing administrative services also artificially promote the supply of this corruption.
12. Armenian companies consider the corruption aimed at speeding up processes and reducing costs as a relatively secondary obstacle for doing business. According to the findings of the EBRD-World Bank Business Environment and Enterprise Performance Survey (BEEPS)
, about 10% of Armenian companies said they made unofficial payments frequently.
  Moreover, compared to 2002, the number of firms making unofficial payments frequently decreased by about 40%; compared to European and Central Asian (ECA) countries and, especially, to CIS countries, this type of corruption in Armenia is seen as less of a problem by about 2-2.5 times. At the same time, the total amount of unofficial payments increased, compared to 2002, and reach about 1.2% of annual sales. Unofficial payments are a particularly heavy burden for small enterprises, amounting to about 1.2% of annual sales. This number is about 20% higher than in ECA countries, but is about twice as low as in countries with low average income (LAI). It is noteworthy that company managers spend relatively little time dealing with public officials and official procedures (about 4.2% of their working time). Medium and large business managers spend more time dealing with public officials and official procedures. To compare, in LAI countries, businesspeople spend almost twice as much time dealing with officials and administrative procedures than their Armenian counterparts. Compared with ECA countries, Armenian businesspersons are also less burdened in terms of dealing with officials and administrative procedures.
13. A survey of 1,500 households conducted by Center for Regional Development/Transparency International (CRD/TI) local Armenian NGO in 2006 confirms that the businessmen’s and citizens’ perceptions of transactional corruption are in line with each other.  Thus, citizen mentioned manifestations of transactional corruption as one of the justifications for corrupt practices. In particular, 38.2% of interviewees said corruption had to do with the desire to speed up the processes and procedures, while 35.1% said corruption was necessary to be treated (served) appropriately.
 It is noteworthy that 78.1% of the interviewed citizens stated that corruption is caused by imperfect legislation and regulation mechanisms, while 84% cited ineffective administration as a cause of corruption.
14. One of the possible causes for the reduction in the level of transactional corruption was the continuous and significant improvement of regulatory policy and regulation mechanisms that has been taking place since 1996. This positive development is clearly reflected in the WBI Regulatory Quality (RQ) Indicator.
 Thus, in 1996, RQ for Armenia was -1.33 (on a scale of -2.5 to 2.5), and Armenia was in the lowest (1 to10) percentiles group of countries with the worst regulatory systems. By 2003, this indicator improved dramatically to 0.07, and Armenia entered the above average (55 to 60 percentiles) group of countries.
 The objective change in the situation was immediately felt and appreciated by businesspeople. Thus, according to BEEPS data, the number of businesspersons who thought that the complexity and non-transparency of government policies was a significant or a major problem for entrepreneurship reduced by 30% in 2002, compared to 1999.
 During the same time period, the number of businesspersons who considered government policy instability/uncertainly to be an obstacle for business reduced by about 9%. The business community continued to react positively to the further improvement of regulatory quality up until 2006, when Armenia entered the 60 to 70 percentiles group of countries with a score of 0.26.
 Thus, the number of businesspersons who considered policy instability/uncertainty to be an obstacle for business decreased by about 40% in 2005.
 

15. It is noteworthy that, during the same time period, the improvement of regulatory quality was accompanied by an increase in the general government effectiveness. Thus, in 1996, 2002 and 2006, the WBI Government Effectiveness (GE) indicator for Armenia was -0.62, -0.21 and -0.16, respectively (on the same scale of -2.5 to 2.5), and Armenia was in the 25-30 percentiles group in 1996 and in the 50-55 percentiles group in 2006, even though were was no significant change between 2002 and 2006.
 With its Regulatory Quality Indicator of -0.257 and Government Effectiveness Indicator of -0.157 in 2006, Armenia is ahead of the average indicators for ECA countries (RQ indicator: -0.289, GE indicator: -0.245), but behind the average indicators for Central and Eastern European countries (RQ indicator: 0.366, GE indicator: 0.145). At the same time, Armenia’s indicators are ahead of average indicators for countries with low average income (RQ indicator: -0.381, GE indicator: -0.418) and ECA countries with low average income (RQ indicator: -0.401, GE indicator: -0.612).

16. Administrative corruption takes place when existing legal norms are violated or applied selectively. As the analysis of the data below indicates, this is the most common form of corruption. The extent of administrative corruption can be explained by the clarity of the relationship between the motivation of the participants of a corrupt practice (including business entities) and the participants. In the case of this type of corruption, the demand for the corruption is developed mainly by officials.
17. According to BEEPS data,
 about one third of Armenian companies consider that corruption poses obstacles for their activities, whereas about 20% of companies state that corruption is the main obstacle for their activities. Moreover, Armenian companies perceive the group of issues related to manifestations of administrative corruption (such as tax administration and the high level of uncertainty of regulatory policies) as the main obstacle for doing business. Corruption is perceived more strongly by small businesses. It is worth noting that the perception of corruption as an obstacle has become significantly more acute among Armenian companies, compared to 2002. To compare, in the current phase of development in the group of countries with low average income (LAI), which includes Armenia, about 35% of companies see corruption as a main obstacle for doing business, whereas the perception of corruption by businesspersons in European and Central Asian (ECA) countries is relatively milder. In this regard, the Armenian companies’ perception of corruption is qualitatively different from the statistics of the majority of the CIS countries, where the business community’s perception of corruption is more acute.
18. According to the CRD/TI survey,
 the vast majority of respondents mentioned various manifestations of administrative corruption as the main justification for corrupt practices. Thus, about 42% of the respondents thought that “there was no way to get things done” without corruption, 28.5% said corrupt practices were motivated by a desire “to avoid punishment/sanctions”, 18.7% stated corrupt practices were used “to avoid high official payments”, and 25.4% justified corruption by a desire “to have an alternative source of income.” 
19. In the last decade, the rise in the level of administrative corruption was accompanied and, essentially, determined by the relative worsening of the level of rule of law aimed at protecting people’s legal interests. Thus, according to WBI, the 2006 Rule of Law (RL) Indicator for Armenia worsened by 15% compared to 1996 and reached -0.52; in that ten-year period, Armenia remained in the 35 to 40 percentiles group, characterized by a low level of rule of low.
 Nevertheless, in terms of its WBI RL indicator for 2006, Armenia is ahead of the average indicator for ECA countries (-0.560), but behind the average for Central and Eastern European countries (-0.155). At the same time, Armenia is ahead of the average for countries with low average income (-0.600) and ECA countries with low average income (-0.659).
20. The WBI assessment is in conformity with the results presented in the 2008 report by the Bertelsmann Foundation,
 according to which rule of law in Armenia is in a relatively worse state, compared to other development issues. Thus, the Rule of Law component of the Bertelsmann Transformation Index (BTI), which is an assessment of separation of powers, judicial independence, prosecution of office abuse, and civil rights, was 4.5 for Armenia in 2008, on a scale of 1 to 10, where 1 is the worst and 10 is the best situation in terms of rule of law. Independence of the judiciary received a score of 4.0. For the purpose of comparison, the Currency and Price Stability Index for Armenia in 2008 was 9.0.
 The Rule of Law Index has not improved significantly since 2003. For example, in 2006, it was 4.3. It is noteworthy that the 2008 BTI Rule of Law component for Armenia is almost the same as the average score for the CIS countries, whereas in all other area Armenia scored significantly ahead of the CIS average.
21. At the same time, citizens’ and particularly businesspersons’ perception of the issue is the mirror reflection of such an assessment of the worsening of the situation with the rule of law. Thus, according to the 2006 CRD/TI survey,
 the vast majority of citizens said corruption was caused by problems with the establishment of rule of law. In particular, some 94% of the respondents said corruption was caused by poor law enforcement, 76.3% said it was caused by limited access to information, 86.5% - by citizens unawareness of their rights and obligations, and 73.3% - by lack of independence of the judiciary system.
22. The high level of mistrust towards the judiciary is also obvious among businesspersons. Thus, 47.5% of the surveyed companies said they did not trust the legal system to protect their property rights and enforce contracts. The level of mistrust towards the legal system for the protection of property and business rights is especially alarming among small businesses – more than 50%. Compared to Armenia, businesspersons in both the ECA and LAI countries have more confidence in their legal systems.
 Moreover, even though the number of companies filing complaints with the RA Economic Court had increased by nearly five times in 2001-2002,
 the share of companies seeking a protection of their rights in a court of law decreased from about 20% in 2002 to 5% in 2005. In the CIS and LAI countries, about 25% and 30% of companies, respectively, sought protection of their rights in courts.
 During the same time period, the percentage of companies who thought legal information was accessible drop by nearly half and reached 56% in 2005. At the same time, this number has increased, on average, in both the ECA and CIS countries. Their number is nearly double that of Armenia. It is noteworthy that, unlike in Armenia, the number of companies in the CIS and ECA countries, who thought the application of laws was consistent and predictable, increased in the period between 2002 and 2005.
23. The Human Rights Defender’s 2006 Annual Report 
 shows that public bodies do not always follow the rule of law principles or the principles enshrined in the RA Law on Administrative Basics and Administrative Procedure
 when dealing with applications/complaints from citizens. A major number of complaints received by HRD’s office in 2004-2006 were against the courts
 (151, 166 and 159 complaints in 2004, 2005 and 2006, respectively). The 2006 Annual Report states that such a number of complaints leads one to a conclusion that the level of public confidence towards the courts is far from being satisfactory.
24. According to the 2005 BEEPS results, Armenian companies think unofficial payments are most frequently made to deal with taxes/tax collection and customs/imports, to deal with courts, to obtain government contracts, to obtain business licenses and permits, to get connected to and maintain public services (electricity and telephone) and to deal with various inspections. It is noteworthy that the number of companies saying that unofficial payments are frequently made to deal courts and the public procurement system increased dramatically between 2002 and 2005 (about tenfold). The majority of companies stated that unofficial payments are most frequently made to deal with taxes.

25. A comparative analysis of the perception of manifestations of administrative corruption in various areas and sectors in the Republic of Armenia can also be found in the 2006 CRD/TI survey report. Thus, according to RA citizens, corruption can be found in both public and private sectors, particularly in the areas of public finance and property management, business, healthcare, education, social security, construction/urban development, agriculture, public services, transport and environment.
 Citizens perceive manifestations of corruption in various state agencies, particularly tax and customs services, police, prosecutorial bodies, real estate cadastre, central executive bodies, community services and territorial administration systems.

26. The HRD’s 2006 annual report details the areas and sectors where the risk of administrative corruption is particularly high and where officials have permitted unacceptable treatment of citizens.
 The report mentions, in particular, the areas of healthcare, education, labor and social security, as well as the police, prosecutorial bodies, ministries of justice and defense, the Yerevan municipality, governors’ offices (marzpetarans) and local government bodies.
27. In the case of capture of the state, a corrupt practice is aimed at changing a legal or a regulatory norm in the interests of an individual or a group of people, and public policy is made to serve private interests. This type of corruption relates to political corruption, violations of economic competition and civil society development issues.
28. The negative impact of state capture on businesses and the perception of this impact are clearly reflected in BEEPS results. In particular, in 2002 to 2006, BEEPS asked respondents to what extent the provision of unofficial payments and gifts to parliamentarians to affect their votes or to government officials to affect the content of government decisions had a direct impact on the respondent’s business. Note that the question did not ask whether the business made such payments, but whether such payments by others affected the business directly. Based on the results of the survey, Armenia scored 0.5 in 2006, on a scale of 0 to 4, where 0 corresponds to the absence of a direct impact of state capture on businesses, and 4 corresponds to a decisive direct impact.
 The Armenian businesses’ perception of the general level of state capture changed significantly in the indicated time period. Moreover, Armenia recorded the biggest change in the perception of state capture in 2002 to 2006 among both the ECA and CIS countries. It is noteworthy that state capture is also a problem in the OECD countries; the indicators of some OECD countries are not significantly different from the indicators of Armenia or many other countries of the region.
29. Indicators of political manifestations of state capture in Armenia, particularly the ones related to voice and accountability, political rights, lawfulness of electoral processes, freedom of expression and association, and freedom of the press have not changed significantly in the period of 2002-2006.
30. Thus, the WBI Voice and Accountability Indicator (VAI), which measures the extent to which a country’s citizens are able to participate in selecting their government, as well as freedom of expression and freedom of association, has not changed significantly in between 1996 and 2006, and was -0.72 on a scale of -2.5 to +2.5. Armenia’s ranking in the lower than average 25-30 percentiles group of countries also did not change in the indicator time period. In fact, 2006 saw some regress from some of the achievements of 2002, when VAI was -0.63 and the country was in the 30-35 percentiles group.
  Another WBI indicator, the Political Stability Indicator (PSI), also did not change significantly in the case of Armenia in the period of 2003-2006, since the country came out of the political stability crisis in 2000. Thus, the PSI in 2003-2006 was about -0.3, with Armenia staying in the above average 35-40 percentiles group. In terms of its 2006 VA and PS indicators (VAI: -0.715, PSI: -0.304), Armenia is below the average for ECA countries (VAI: -0.093, PSI: -0.288) and Central and Eastern European countries (VAI: 0.432, PSI: 0.224). Moreover, Armenia’s VAI is below the average for countries with low average income (-0.347) and ECA countries with low average income (-0.321). At the same time, Armenia’s PS indicator is above the average for countries with low average income (-0.367) and ECA countries with low average income (-0.424).
31. Freedom House has been measuring the corruption index in Armenia as part of its Nations in Transition report since 1999.
 Armenia has been included in the survey since 1999. Armenia’s corruption index has remained the same over the last few years (5.75)
, compared to 6.25 for the neighboring Azerbaijan and 5.50 for Georgia, with the average score for the CIS and ECA countries of 6.13 and 4.87, respectively.
 It is worth noting that this is not an evaluation of government or government’s intention and legislation, but rather an assessment of the practical impact of the public and private sector on individual’s rights and liberties.
32. According to the Nations in Transition report, the freedom of electoral processes and freedom of the media in Armenia fluctuated between 5.50-5.75 and 4.75-5.50, respectively, in the decade before 2007, with a clear tendency towards worsening in the latest period (2005-2006). At the same times, the score for civil society development remained unchanged (3.5 on a scale of 1 to 7) in 1999-2008. It is noteworthy that the score for civil society is significantly better than the score for independence of the media, which is a part of civil society.

33. Since 1978, Freedom House has been publishing a Freedom in the World report,
 which compares the situation with Political Rights (PR) and Civil Liberties (CL) around the world. The survey is conducted by regional experts and researchers. Since 1992, Armenia has been ranked as a partly free country
, with a downward trend in political rights since 2005. In 2005-2008, the Political Rights Index was 5, whereas the Civil Liberties Index was 4. The neighboring Azerbaijan has been ranked as a “not free” country, with each Index being higher than Armenia’s by one unit, whereas Georgia is now in the same position that Armenia occupied in 1998-2004.
34. In another report published by Freedom House since 2004, Countries on the Crossroads,
 Armenia occupies above-average positions in terms of civil liberties, rule of law, anti-corruption measures and transparency, accountability and voice among 30 transition countries who are still deciding on their political future.
35. In the 2008 report by the Bertelsmann Foundation,
 the data on political manifestations of state capture in Armenia for 2006 and 2008 show some progress (compared to 2003) in terms of lawfulness of electoral processes, development of political parties, freedom of expression, freedom of association and interest groups. At the same time, BTI did not note any changes in the stability and effectiveness of democratic institutions, the defining of policy priorities, policy coordination and anti-corruption policy implementation. Moreover, BTI recorded a drop in the levels of public participation and consensus-building in 2003-2008. However, Armenia’s situation in these areas continues to be better than the average for the CIS countries.
36. The Media Sustainability Index (MSI) published by IREX
 has remained almost unchanged in 2001-2008, at 1.89. This means that the media is not sufficiently developed and powerful; therefore, citizens are unable to enjoy proper independence of the media, the sufficient level of professionalism of journalism and plurality of news sources. In this regard, Armenia is significantly ahead of the Central Asian countries, but just as behind Eastern and Central European countries, where the average Media Sustainability Index is 2.45.
37. According to the 2006 survey conducted by CRD/TI in Armenia,
  23.7% of respondents said that justification for corruption is to get preferential treatment/privileges. 26.7% of respondents thought that corruption is a result of making obligatory illegal “payments” to supervisors. It is noteworthy that the vast majority of respondents thought that the level of corruption was highest in the electoral system. In particular, 95% of respondents think that the electoral system is corrupt in one way or another. It is especially interesting to note that the perception of corruption in the electoral system (unlike in other sectors and areas) is essentially the same in various groups of respondents, regardless of their sex, age, education, occupation and level of income. 76% of respondents said political parties were corrupt, and 65.7% and 47.7% (respectively) saw corruption in the media and NGOs.
38. The most dangerous manifestations of state capture directly affect economic competition in Armenia, the culture of which is still on an insufficient level.
 The assessment of Armenian businesses clearly indicates the impact that an imperfect economic competition environment has on entrepreneurial activities. Thus, according to BEEPS data, in 2005, about 42% of respondents mentioned anti-competitive practices as a problem for doing business.
 Moreover, this is the fifth most important problem for doing business among ten major and most important problems.
  It is interesting to note that companies consider anti-competitive practices to be a bigger problem than corruption in general for doing business. At the same time, the majority of companies (63%) said that economic competition had an important impact on reducing production costs and developing new product lines, which is similar to the perception by companies in the LAI countries.

39. The Bertelsmann Foundation report for 2008
 says that, despite the Armenian government’s anti-corruption efforts, and despite the fact that Armenia has one of the best regulatory systems in the CIS, the existence of protected monopolies and the fact that many commodity-based sectors of the economy, as well as the energy and banking sectors are controlled by informal alliances between the political and commercial elites, continue to Armenia’s economic development. It is interesting to note that Armenia, having essentially a positive score (6.8 out of 10) of organization of the market and being ahead of the CIS countries in that regard, is behind Eastern and Central European countries because of the deficiencies of its anti-monopoly policy. Thus, out of the four components of Organization of the Market Indicator, Armenia scored the highest 10 points for foreign trade and 7 for the banking system; however, Armenia’s 4 points for anti-monopoly policy spoils the whole situation. Armenia has made no significant progress in that regard since 2006. Having one of the best regulatory systems in the CIS, the weak economic competition environment caused by state capture manifestations continues to threaten Armenia’s further economic development.

40. One of the most important issues in the context of state capture has always been the civil society. According to several studies conducted by a number of respected organizations,
 the formal and informal parts of the civil society in Armenia developed in 1999-2001. Some progress in this regard was achieved in 2001-2006 as well. At the same time, in the period of 2003-2006, civil society institutes not only failed to achieve any significant progress, but even weakened to some extent.
 Thus, US Agency for International Development’s (USAID) NGO Sustainability Index characterizes the Armenian civil society as weak. The legal framework for the operation of NGOs has not changed significantly since 2003. There has been no progress in civil society infrastructures and organization capacities in 2003-2006 as well. Moreover, despite some improvement in the level of financial stability of NGOs, advocacy activities on the part of NGOs and  the public perception of NGOs actually decreased in the same time period.
 Given the current changes in the donor environment and the current phase of civil society’s development, the issue of sustainability of Armenia’s civil society institutions, as well as their role and capacity in standing up to state capture manifestations become weak and extremely vulnerable.
41. Thus, the assessment of the extent of corruption, its types and the affected sectors and areas in the current stage of Armenia’s development indicates that:
a) The general extent of corruption in the Republic of Armenia has not changed significantly in the period of 2003-2006, and Armenia remains a country with a high level of corruption;

b) Despite a relative advantage over the CIS countries in terms of the level of corruption, Armenia scores significantly below Eastern European and Baltic countries in terms of the general level of corruption;

c) The most common forms of corruption in Armenia are transactional corruption, administrative corruption and capture of the state, with the last two being the most widespread and the most strongly perceived types of corruption in the country;

d) One of the things that contributed to a reduction in the level of transactional corruption in Armenia was a continuous and significant improvement of regulatory policies and mechanisms; the improvement of regulatory quality was clearly accompanied by an increase in the general government effectiveness;

e) The growth in the extent of administrative corruption in Armenia is significantly helped by a relative worsening of the situation with the rule of law aimed at protecting legal interests of the citizens; the level of mistrust towards the judiciary is high; compared to other challenges facing the country, the level of rule of law is low in Armenia, well below the level in Central and Eastern European countries.
f) Manifestations of state capture in the Republic of Armenia are mainly caused by political corruption, violations in economic competition and the weakness of the civil society. Armenian companies’ perception of the impact of state capture has become stronger; moreover, companies consider anti-competitive practices to be a bigger obstacle than corruption in general for doing business. A wide range of people in the Armenian society consider the electoral system to be extremely corrupt, while some weakening of civil society institutions in the last few years has significantly limited their role and capacities in standing up to manifestations of state capture. 
1.2 Results of the RA Anti-Corruption Strategy and Its Implementation Action Plan for 2003-2007 

42. Being aware of the dangers arising from corruption, the RA Government has undertaken a number of steps to fight corruption in the last few years. Thus, in 2001-2003, the RA Government integrated the state anti-corruption policy and main legal and institutional frameworks.
 In particular, with the participation of a wide range of representatives of the society,
 an Anti-Corruption Strategy and Implementation Action Plan (ACSIAP) was developed and adopted by the RA Government
, which defines the state anti-corruption policy. Thus, ACSIAP’s goal is to overcome corruption, to get rid of the reasons and conditions giving rise to and spreading the corruption, and to establish a healthy moral-psychological climate in the country.
43. ACSIAP defines corruption and its main causes, and outlines the main anti-corruption activities and areas. The main means to combat corruption are: the creation of a fair governance system based on the rule of law, the introduction of fair governance principles in the executive, legislative and judicial branches of power, the civil service, oversight bodies and auditing organizations, the media, the private sector, procurement agencies and local governments, the identification of corrupt practices and prosecution of everyone who is involved in them, as well as public awareness and public participation in the fight against corruption.
44. ACSIAP was mainly focused on prevention of corruption, new institutions and improvement of the legal framework, while emphasizing the importance of wide public participation in combating corruption and monitoring of anti-corruption activities. ACSIAP action plan included about 100 one-time and ongoing (6) activities in the economic (44 activities) and political (7 activities) sectors, in the state governance system (13 activities), law enforcement (7 activities) and judiciary (10 activities), on various subjects, like public finance management, privatization of state property and public procurement, tax administration, healthcare, education and other areas. Some characteristic activities in ACSIAP included closing the existing gaps in the legislation and removing all contradictions by expert analysis of draft laws and identification of corruption risks in them, increasing the capacity of law enforcement agencies to fight against corruption by developing their professional skills and providing the necessary equipment, as well as by improving the salary and social security mechanisms for law enforcement officers and by introducing codes of conduct.
45. On the whole, more than fifty laws and bylaws were passed as part of the anti-corruption measures included in the 2003-2007 ACSIAP, main bodies responsible for the fight against corruption were established, key international anti-corruption conventions were signed and ratified, and the country joined the most respectable organizations enabling international cooperation in the fight against corruption.

46. In June 2004, the RA President signed an order to establish an Anti-Corruption Council (ACC), to coordinate the activities of the relevant state bodies aimed at the comprehensive and effective implementation of the RA anti-corruption policy, to eliminate the causes of corruption and to improve the state policy aimed at preventing corruption.
 ACC, chaired by the RA Prime Minister, is the highest body that is responsible for coordinating and monitoring the ACSIAP activities. According to ACC’s regulations, it organizes and coordinates the development and implementation of anti-corruption programs in various RA agencies, and coordinates the efforts of different authorities aimed at developing measures to prevent corrupt practices. ACC also performs the function of ensuring the implementation of Armenia’s ACSIAP and international commitments, as well as Armenia’s cooperation with regional and international organizations on anti-corruption matters. ACC members are high ranking state officials from the RA legislative and executive branches of power: the Deputy Speaker of the RA National Assembly, the Minister/Chief of Staff of the RA Government, the Minister of Justice, the RA President’s Assistant, the RA Prosecutor General, the RA Central Bank Chairman, the Chairman of the RA State Committee on the Protection of Economic Competition, the Chairman of the RA Control Chamber and the Head of the RA President’s Oversight Service. However, representatives of the judiciary and civil society are not represented at the highest level of ACC, which creates obstacles in terms of coordinating the ACSIAP activities that are directly related to judicial reforms or include representatives of these bodies as officials responsible for the implementation.
47. In accordance with ACC regulations, Anti-Corruption Strategy Implementation Monitoring Commission (MC) was also established. MC is the main mechanism for submitting recommendations on ACSIAP to ACC, on the basis of participatory monitoring of ACSIAP activities and implementation of anti-corruption programs of various agencies. MC functions and the recommendations submitted to ACC mainly deal with general anti-corruption mechanisms, corruption risks identified in the process of expert analysis of legislation, as well as the application of best local and international practices. MC’s functions also include monitoring of introduction and implementation of Armenia’s commitments under international agreements, and of recommendations and proposals submitted by international organizations.
48. Currently, MC is headed by the RA President’s Assistant, who is also a member of ACC; the fight against corruption is one of his many responsibilities. The composition and operating procedures of MC are approved by ACC. MC members are representatives of factions of political parties and party alliances represented in the RA National Assembly. They include Members of Parliament, one representative of the RA Government’s Staff, RA representatives in GRECO and OECD anti-corruption network, as well as NGO representatives. NGO representatives are appointed on the basis of rotation and by a political mechanism (by parliamentary factions), for a period of one year.
 ACC reports to the RA President by submitting a semiannual report on the results of its activities. MC reports to ACC on a quarterly basis. ACC and MC functions and issues related to increasing their effectiveness are dealt with in more detail in Chapter 2, Part 2.4 of this document.
49. Parallel to the establishment of institutions aimed at implementing a coordinated and effective anti-corruption policy, a number of institutions and units with the professional responsibility to prevent, identify and prosecute corruption were also created. Thus, in April 2004, an anti-corruption division made up of eight prosecutors was established in the RA Prosecutor General’s Office, which was later transformed into an anti-corruption department. At the same time, specialized anti-corruption groups were formed within the relevant units of the RA Police and National Security Service.
50. The establishment of new structures within the RA civil service and some state services (tax, customs, police, diplomatic, rescue and others) plays an important role in the new anti-corruption institutional framework. These structures are established on the basis of effective and transparent principles set out in individual laws regulating these services, in compliance with procedures for hiring, recruitment, promotion and dismissal of state officials. The creation of these institutions allowed to set up codes of conduct for state officials and civil servants, as well as systems for their remuneration, conflict of interests, and declaration of income and property. Similar norms and provisions can also be found in the new RA Law on Prosecutor’s Office and the new RA Law on Judicial Service, where measures to increase the integrity of judicial and prosecutorial bodies and codes of conduct are described in detail.
51. In the area of money laundering and financing of terrorism (ML/FT), mechanisms to combat the acquisition of property and income through illegal transactions were clarified by laws, regulated and institutionalized. Thus, the RA Criminal Code criminalized the legalization of illegal proceeds, i.e. money laundering (Article 190).
 In 2003, Armenia ratified the Strasbourg Convention on Laundering, Search, Seizure and Confiscation of the Proceeds from Crime (November 8, 1990)
, the Palermo Convention Against Transnational Organized Crime (2000)
 and the New York Convention for the Suppression of the Financing of Terrorism (1999). In 2004, the RA Law on Combating the Legalization of Proceeds from Illegal Activities and the Financing of Terrorism (the 2004 ML/FT law)
 was adopted and several other legal acts were amended. The 2004 ML/FT law is the main legal instrument to combat ML/FT in Armenia, which is mostly in compliance with the international standards of the Financial Action Task Force (FATF)
 and which regulates the relations between various agencies involved in the fight against ML/FT in the Republic of Armenia.
52. In order to make the fight against ML/FT more effective and more coordinated, in March, 2005, the RA Central Bank (RA CB) Board decided to establish the RA CB’s Financial Monitoring Center (FMC),
 which examines suspicious transactions and is authorized to advise the RA CB Board on freezing or suspending them. The RA CB requires
 a number of organizations, including banks and credit organizations, to report suspicious transactions to FMC, which is also in compliance with the legal requirements on bank secrets.
 On the basis of the information provided by FMC, the RA CB forwards the information about suspicious transactions to the RA Prosecutor General’s office. Currently, FMC receives about 150 reports on transactions that are subject to mandatory reporting
 and two-three reports on suspicious transactions per day. This information is entered into FMC’s database. In 2006-2007, the RA CB sent 12 cases to the RA Prosecutor General’s office, based on the examination by FMC. In March 2005, the RA CB Board approved FMC’s three-year strategy
, which outlines the main areas of FMC’s activities, its objective, expected result and monitoring indicators, resources and timetable. FMC’s priorities include raising public awareness of ML/FT, developing anti-ML/FT cooperation with national and international organizations, enforcing ML/FT legislation, FMC’s capacity building, etc.

53. The interagency coordination of anti-ML/FT activities on the highest level is ensured by a special permanent committee on the fight against counterfeiting, fraud with plastic cards and other means of payment, money laundering and financing of terrorism. This committee was established by the RA President’s order in March 2002, and then it was restructured in February 2007.
 It is chaired by the RA CB Chairman. In particular, the committee provides recommendations on a common state policy on ML/FT, develops comprehensive state programs in the area of the fight against ML/FT, and ensures that draft legislation is developed and discussed The committee is also authorized to examine the information and various proposals received from citizens, national and local government bodies and officials, and to order expert analysis thereof.

54. Armenia is a member of the Council of Europe Committee of Experts on the Evaluation of Anti-Money Laundering Measures and the Financing of Terrorism (MONEYVAL) and an observer in the Eurasian Group on Combating Money Laundering and Financing of Terrorism (EAG).  FMC has been a member of the Egmont group of Financial Intelligence Units (FIUs) since May 28, 2007, which allows for a confidential, fast and secure exchange of information related to cases of money laundering and financing of terrorism between FIUs of member states. According to GRECO,
 the anti-ML/FT system in Armenia is, in general, comprehensive and in line with widely recognized international standards; in particular, there are well-defined reporting criteria and obligations, a wide range of entities having an obligation to report, the financial intelligence unit is in operation, etc. 
55. Currency regulation and currency control. Legislation clearly defines regulation and control of currency related issues in the RA. In November 2004, the Law on Currency Regulation and Currency Control was adopted.
 The law defines rules and conditions for currency transactions, cases and procedures for the possession and use of currency, types of property considered to have currency value, RA residents and non-residents, procedures for determining residency, etc. The law required that all prices for products, property, services and works be marked in Armenian drams (AMD) in the territory of the Republic of Armenia, and that all payments for them be made in AMD, which significantly strengthened the role and importance of the dram. The RA CB
 and the RA State Tax Service
 published official clarifications on various provisions of the law. In particular, questions about marking the prices in AMD, paying the salaries in AMD in the Republic of Armenia, using foreign currency in property transactions between non-residents in the Republic of Armenia, providing agricultural, consumer and other loans in foreign currency and others were addressed. Parallel to adopting the Law, amendments were made in the RA Code on Administrative Violations to include sanctions for violating the currency regulation laws and other legal act.

56. The control over the implementation of currency legislation is carried out by several organizations. The RA CB controls banks, credit organizations, foreign exchange dealers (foreign currency exchange shops and currency dealers) and payment services providers, by onsite or offsite inspections, in accordance with procedures defined in the RA Law on the Central Bank.
 The RA Ministry of Finance and Economy controls persons and entities it has licensed (pawn-shops, insurance companies, lotteries, casinos). Control over all the remaining entities is carried out by the RA State Tax Service.
 The arrest of persons, who have committed administrative violations of currency regulation laws and other legal acts, is carried out by the RA Police.
57. Regulation of payment systems and payment service organizations. Legislation has been passed to regulate the activities of payment service providers, particularly commercial banks, credit organizations, and payment service organizations; transparency and control over monetary flows has been ensured; the share of cash in the economy has been reduced. In November 2004, the RA Law on Payment Systems and Payment Service organizations was passed.
 It defined the list of organizations allowed to provide payment services. The list included, in particular, commercial banks, credit organizations and payment service organizations. The law also defined their licensing procedures, conditions and procedures of their operation, the payment systems that do not require special permits, and the sanctions used against payment systems and organizations. The law also defined the criteria for differentiating between payment systems that are of important to the economy and other systems, as well as between foreign systems that are well known and contain no risks, on the one hand, and other foreign systems. In order to reduce systemic risks, the law included provisions on recalculation in situations when decisions to suspend the operation of the system’s participants are taken. Some 15 normative-legal acts developed by the RA CB regulate mandatory licensing procedures for payment service organizations, as well as norms for creating Armenian payment systems and participating in foreign payment systems. In 2007, the RA CB officially put into circulation a draft law on financial ombudsman that would provide for a quick, independent and free of charge investigation of complaints brought by physical persons against entities licensed by the RA CB. The RA CB has also developed a concept of RA CB’s oversight over payment systems, with the purpose of clarifying the RA CB’s goals in the area of supervision of payment systems, policies and procedures, as well as the scope of cooperation with other relevant agencies and the public.
58. The RA CB plays a central role in the establishment and development of a functioning payment system.
 The RA CB is authorized to regulate and control the payment system, including the activities of payment service organizations that are not banks. In particular, the RA CB can receive information about any payment system and exercise control over those system that may threaten the stability of the financing environment in the Republic of Armenia. The RA CB performs its control function by examining various reports and information submitted by the participants of the payment system, as well as by conducting onsite inspections. In particular, reporting and onsite inspections in Armenian systems take place both on operator’s and other participants’ sites. It is noteworthy that a card company, “Armenian Card” Closed Joint-Stock Company, operates in Armenia. It was established in March 2000 by the RA CB and ten commercial banks with the purpose of establishing a common system of payments with cards and developing non-cash payments in the retail sector.
59. It is noteworthy that the Armenian legislation on payment systems has been brought mostly in line with the EU legislation requirements; the administrative institutions operating in this sector have been strengthened both institutionally and in terms of human resources.

60. Adoption of packages to provide official clarification of normative-legal acts applied by the RA CB. In the period of 2003-2008, the RA CB Board published 22 official clarifications
 about CB’s normative acts, ensuring their openness, transparency, uniform application, promoting clarity of relationships in the areas regulated by CB, reducing the likelihood of misinterpretation, as well as limiting the possible abuse of official position on the part of CB employees. 
61. Establishment of methodology and standards for credit risk assessment. Legislation has been passed to clarify the relationships arising during inspections conducted by the RA CB inspectors in banks operating on the RA territory, and the risks of RA CB inspectors abusing their official position as part of that relationship have been reduced significantly. Thus, according to the RA CB Chairman’s decision,
 employees of the RA CB bank inspection department are required to classify all assets [BIG CHUNK OF TEXT LEFT  FROM THE PREVIOUS DRAFT THAT, I AM SURE WAS SUPPOSED TO BE DELETED. PLEASE CHECK FROM «ՀՀ տարածքում գորխողխորհդրի.... TO (6) ] Procedures for Classification of Loans and Accounts Receivable of Banks Operating on the RA Territory and Formation of Reserves for Potential Losses he RA CB Board clarifications covered the following areas, in particular: classification of assets of currently operating banks
 (6), banks reports, their submission and publications
 (5), banks and banking activities
 (3), currency regulation and control
 (2), payment systems and organizations’ activities
, acquisition of controlling shares in a bank or assuming a managerial position
, securities market regulation
, financial-economic activities of insurance companies
, reimbursement of bank deposits by physical persons
, bank secrets
, use of social security cards in the banking system.

62. Taxation. In May 2003, the RA Government started to develop the RA Tax Code with the purpose of simplifying the tax calculation and payment mechanisms, clarifying the rights and responsibilities of taxpayers, getting rid of the existing contradictions, ensuring the stability of tax legislation and improving tax administration.
 In December 2007, the RA Government approved the general part of the draft Code and submitted to the National Assembly.
 The National Assembly’s standing committee on economic affairs, which is the lead committee on these matters, issued a positive conclusion about the draft Code. The National Assembly plans to include the draft in its May 2008 agenda.
 A provision was included in Article 2 of the RA Law on Taxes
, according to which if any tax or related law provision contains contradictions, ambiguities and possibilities for different interpretations, then it will have to be interpreted and applied in favor of taxpayers.

63. Administrative and judicial mechanisms for the protection of taxpayers’ rights were clarified and improved by law. According to an amendment to the RA Law on Taxes
, if any tax or related law provision contains contradictions, ambiguities and possibilities for different interpretations, then a taxpayer can apply to tax authorities for an official clarification, in accordance with established procedures; moreover, the official clarification must be published in the Official Bulletin of the RA Normative Acts.
 At the same time, the November 2003 amendments to the RA Law on Tax Service
 established the procedures for complaints against actions or inaction of tax service employees, the composition of the complaints committee, the procedures and timeframe for examining the complains. In particular, the law allows the person who brought the complaint or his/her authorized representative to be present at the complaints committee session, [THE REST IS INCOMPLETE]
 The Code of Conduct
, passed by law, requires the tax service employees to consider properly all the proposals, applications and complaints by taxpayers, within the score of their authority and in accordance with procedures and schedule approved by the RA legislation. In 2004, 2005, 2006 and 2007, the RA State Tax Service’s complaints committee examined 145, XXX, XXX and XXX complaints, respectively, of which 32, XXX, XXX and XXX were upheld. A tax system development program for three years (2007-2009), with the purpose of public information and taxpayer education… [INCOMPLETE].
 It is noteworthy that taxpayers’ rights and responsibilities, as well as the volunteer self-payment of taxes are the most vulnerable parts of the RA tax system, when compared against EU criteria.

64. Stricter liability for tax evasion. Liability for tax evasion has been made stricter by law. Thus, according to the June 2006 amendments to the RA Criminal Code,
 intentional persistent refusal to pay taxes, duties or other mandatory or payments in large amounts (in the amount of 2,000 to 15,000 times the minimum wage) is punished by imprisonment of up to two years, with a ban to hold certain positions or to engage in certain types of activities for up to five years. A stricter penalty is envisaged for the same offence, when especially large amounts are involved (over the 15,000 times the minimum wage). In this case, the offender can be imprisoned for three to six years, with or without confiscation of property.
 In 2004, 2005 and 2006, the RA Prosecutor General’s office investigated 57, 24 and 53 such cases, respectively [unfortunately, we have no comparable data for 2007]. It is noteworthy that the RA Criminal Code criminalizes also tax evasion by citizens
, as well as tax evasion by means of illegal entrepreneurial activities
. In 2004, 2005 and 2006, the RA Prosecutor General’s office investigated 14, 28 and 17 cases of illegal entrepreneurial activities, respectively [unfortunately, we have no comparable data for 2007].
65. In order to toughen the liability for intentional and persistent violations of tax legislation, starting from June 2008, the 2007-2009 three-year program for the development of the RA tax system
 plans to review the statute of limitations for such offences, bringing it in compliance with international best practice, to expand the scope of liability, covering the entire amount of unreported tax, to introduce legal provisions on subsidiary liability from taxation point of view, to increase liability for taxpayers who have accumulated debts to the state budget and have not paid them, and to review provisions on liability for the use of illicit labor. It is noteworthy that the current administrative and criminal norms aimed at the fight against tax evasion and tax fraud have been recognized as the relatively stronger parts of the RA tax system, compared to EU criteria.

66. Strengthening the RA State Tax Service’s internal control. In 2003-2007, the oversight department of the RA State Tax Service regularly summarized the results of internal investigations and internal oversight data, published in a form of a summary. Thus, in 2003-2007, XXX international investigations were carried out with the purpose of discovering cases of abuse of power on the part of employees of regional tax offices. As a result of these investigations, XXX tax service employees were punished, of which XXX were relieved of their duties. According to orders of the State Tax Service, facts of inaction on the part of tax employees, confirmed by courts, as well as court decisions against a tax office serve as grounds for mandatory investigation [ANY EXAMPLES OF SUCH ORDERS?]. In order to ensure the transparency and openness of its activities, since 2005, State Tax Service has been publishing a list of taxpayers who have reported tax losses or arrears. At the same time, the RA State Tax Service is about 2.4 times behind the minimum European criteria in terms of communication between taxpayers and tax service employees. Moreover, the human factor has been recognized as the most vulnerable part of the RA tax system. Compared to European criteria, the RA State Tax Service is especially behind in terms of ethics, human resource management policy and practice of motivation, support and protection for its employees, as well as effective internal communication system. The system of performance evaluation and work effectiveness of various tax service departments and employees, including the internal audit mechanism in tax office, also falls short of European criteria.

67. Institutional development of audit system. Grounds for auditing activities have been established and relations linked with auditing activities have been regulated by law. In particular, the RA Law on Auditing Activities,
 passed in December 2002, defined auditing activities, principles of audit standards and procedures, restrictions on auditors’ activities, audit conclusions and reports. The law clarified the rights and responsibilities of auditors and auditees. The law also defined main provisions on audit qualifications, licensing of auditing activities and liability for breaking the law. Regulation of auditors’ qualifications exams in 2005
, introduction of code of conduct
 of auditors and adoption of audit standards in compliance with international standards
 have contributed significantly to the development and promotion of auditing institutions and to proper application of accounting and financial reporting standards.
68. It is noteworthy that the most important functions related to qualification of auditors have been given to a professional non-governmental organization created by auditors and accountants [SOME FRAGMENTS]. Even though the professional organization’s accreditation mechanisms have not been introduced yet, [LOTS OF FRAGMENTS AND FOOTNOTES THAT I THINK ARE LEFT FROM THE PREVIOUS VERSION AND SHOULD BE DELETED] an Association of Armenian Accountants and Auditors has been established, which supports the implementation of decisions of the International Federation of Accountants and the International Accounting Standards Board and promotes the implementation of auditors’ codes of conduct, international accounting standards and international audit standards in Armenia.
69. Decrease in the number of activities subject to licensing. Legislation has clarified the types of activities that are subject to licensing. In particular, amendments introduced into the RA Law on Licensing
 since 2003  …. [INCOMPLETE]. Thus, in the security sector, three types of activities were removed from the list of activities subject to licensing, including acquisition of weapons, and eight new types of activities were added to the list of activities requiring complex licensing procedure, including [FRAGMENTS]. In the area of commerce, trading on the exchange is no longer subject to licensing, whereas trade, import, export and transportation of unmounted and mounted diamonds is now subject to licensing under simplified procedure. In the area of securities, the list of activities subject to licensing was reduced by two activities, but three new activities were added for complex licensing procedure: investment services, operator of regulated market and activities of central depositary. More clarification was provided for the regulation banking and financial activities sector
, licensing of insurance activities, provision on licensing of card payment processing and issuance of payment cards and other documents was removed, but, at the same time, reinsurance activities become subject to licensing under complex procedure. In the area of agriculture (?) [FRAGMENTS], livestock breeding was removed from the list of activities subject to licensing. At the same time, three types of activities subject to complex licensing procedures were added, including veterinary/sanitary expertise. In the area of education, four types of activities subject to complex licensing procedures were added, including implementation of preschool, general elementary and preliminary professional educational programs, and driving instructions. In the area of electronic communications, four types of activities were removed from the list of activities subject to complex licensing procedures, including technical services for telephone and telegraph communications and broadcasting. At the same time, three and one types of activities become subject to simplified and complex licensing procedures, respectively, including public electronic network, voice and mobile communications and internet access services. In the area of postal service, some postal services now require licensing under complex procedures. Two types of activities become subject to complex licensing procedures in the area of customs: exploitation and organization of a free-trade zone. In the area of environment, measurement of pollution by vehicles is now subject to licensing under complex procedures. At the same time, complex licensing procedures are now required for technical inspection of vehicles and regular public transport service by general automotive vehicles and taxis. In the area of quality control, standardization, certification and measurement, license is no longer required for renovation of measurement tools. In the area of tourism, some types of guide services are now subject to complex licensing procedures. At the same time, complex licensing procedures are now required for setting up orphanages, day care and temporary care facilities for children, as well as for care and service facilities for the elderly and the disabled. In the area of urban development, complex licensing procedures are no longer required for special activities in capital construction. Licensing under simplified procedures is no longer required for unofficial publication, distribution or official re-publication of laws and normative acts. At the same time, complex licensing procedures are now required for expertise of movable object of cultural value, appreciation and hall-marking of objects made of precious metals, separation of precious metals, and production of bank gold and gold bars. On the whole, the number of activities subject to licensing increased and the list has become clearer in terms of its quality in 2003-2008; the majority of the included types of activities require licensing under complex procedures. 
70. Equal competition opportunities. Legislation has clarified a number of essential issues in the area of protection of economic competition, and provided real tools to regulate it. Thus, in 2003-2007, a number of important amendments were made to the RA Law on the Protection of Economic Competition,
 passed in November 2000, which regulates the protection of economic competition from anti-competitive agreements, abuses of dominant position in the market, concentration???, improper competition, state support and consumer rights protection. The new amendments clearly defined the main terminology in the area of economic competition and significantly expanded and clarified issues like anti-competitive agreements and their prohibition, dominant position and its abuse, manifestations and issues of concentration????, and legal grounds and procedures for their state regulation. The law recognized agreements between economic entities during bidding and auctions as anti-competitive agreements.
 The law also regulated state support and its prohibition, and introduced legal liability for economic entities and personal liability for state and local government officials for violating the legislation on the protection of economic competition.
 The law provided for more severe penalties for breaking the economic competition legislation. In particular, many of the penalties for various offenses in this area have multiplied in size, with most of them now connected to the given economic entity’s turnover (proceeds) during the previous calendar year. At the same time, the law scrapped the provision requiring economic entities to return the proceeds acquired with violations of law to the RA state budget.
 The law introduced liability for the failure to carry out decisions of the State Committee on the Protection of Economic Competition in a timely fashion.
 The law also clarified and made more strict the responsibility of and procedures for economic entities to submit the required information for the discussion, review, inspection, study or monitoring of their activities, as well as the procedures for notifying the economic entities.
 In particular, the law stated that, if an economic entity fails to provide the required information within the established period of time, then decisions related to that economic entity may be adopted on the basis of the existing documents and information.
71. Legislation also clarified the powers and functions of the RA State Committee for the Protection of Economic Competition, which is the body that implements state policy in the area of economic competition. Thus, the Committee, made up of seven persons appointed by the RA President, is allowed by law to make decisions not only on factual, but also on potential violations of economic competition laws. Moreover, the Committee has been given the powers to start administrative proceedings and conduct research, studies, monitoring and inspections in order to verify the credibility of information submitted by economic entities, to examine their factual activities or to oversee the implementation of the Committee’s decisions. The maximum length of administrative proceedings by the Committee is set at 90 days.
 It is noteworthy that, according to the legal amendments, anti-competitive agreements are considered proven, if there factual evidence (written documents) exist or if studies conducted by the Committee indicate the existence of such agreements. The Committee has also been given the right to request the RA Government to suspend the activities of state bodies or officials that are in violation of the economic competition legislation. The law also requires Committee members to submit declarations of income.
 In 2003-2007, the Committee published its annual programs and reports
 at the RA National Assembly, which, in particular, included analyses of various markets and the activities that were undertaken to regulate or control the economic competition. The transparency of the Committee’s activities is ensured, in particular, through its website,
 as well as through regularly published bulletins and regular press conferences. In 2003-2007, the Committee discussed XXX cases of improper competition, one case of anti-competitive agreement an XXX cases of abuse of dominant position. In the same period of time, the Committee has not considered any cases of concentration, state support or consumer rights protection. On the whole, the RA regulatory system for the protection of economic competition is still in the process of development.

72. Public finance management. Armenia continues to improve the processes and procedures in the area of public finance management. Thus, the state budget deficit/GDP ratio has been reduced, state budget revenues have increased significantly, growing at a faster pace than state budget expenditures. In 2003-2007, the budget process was continuously based on the priorities and long-term goals established by the RA Poverty Reduction Strategy Program (PRSP),
 especially the mid-term expenditure reviews.
 During the same period, legislature was passed to clarify the regulation of relationship in the budget process. Thus, in 2003-2007, a number of significant changes were made in the 1997 Law on Budgetary System that approved the processes and structure of budgets on all levels of the budgetary system, including state and community budgets, as well as RA social security budgets, toughened the provisions on oversight and control over budget implementation, as well as on reporting and openness. 
 Transparency of the RA state budget was also improved: main budget documents and budget implementation reports are published
 and [FRAGMENT] are accessible to the public within a reasonable period of time. Since 2004, the state treasury system summarizes and publishes a summary report on community budget implementation,
 which provides an opportunity to ensure control over the effective use of grants, subsidies and subventions provided from budgets. The official website of the RA regional administration system
 contains full information on budgets and implementation for several communities for 2004-2005 and summary information on budgets and implementation for some communities for 2006-2007. In 2008, the RA state budget was formed on the basis of GFS2001 for the first time, which will improve the budget’s understandability, transparency and controllability.
73. In 2005, Armenia introduced accounting standards
 applying to both public and private sector. The process of introducing international accounting standards in the public sector started in December 2007. Instructions on [FRAGMENT],
 bank secrets,
 the use of social security card numbers in the banking system and accounting were developed and introduced, and work is in progress on introducing a financial management information system in the public sector as part of the second generation of reforms in the public sector accounting and treasury systems.
 Legislation clarified professional liability for accounting. Thus, the RA Law on Accounting
 was amended in 2004
 to require all companies to have a chief accountant, except in cases when the company’s head performs the accountant’s duties himself/herself.

74. Under the strategy to develop the system of internal audit in the public sector,
 a decentralized system of internal audit in RA state and local government bodies was developed and introduced in 2003-2008. Thus, all public institutions, subject to audit, must be audited at least once every three years; the results of the audit must be submitted to the chief financial officer of the relevant institution. The auditing procedures in public institutions subject to audit has been clarified
, particularly the scope of activities of the chief auditor of internal audit and of audit groups, types of audit, planning, programs, preparation and notification, procedures and requirements that audit reports must meet.
 In 2008, a strategy for introducing a system of training, continuous education and qualification of public finance management specialists was approved with the purpose of ensuring the required capacities of chief finance officers, accountants and internal auditors in the public sector.
 In April 2008, the RA National Assembly passed in the first reading the draft Law on Internal Audit,
 developed by the RA Government, which significantly expands the issues of internal audit, increases the credibility of internal audit, includes provisions on risk assessment and management, increases the level of independence of chief auditors and establishes qualification requirements for auditors, which are in line with international standards. The draft law also established inter-operability?? mechanisms between internal and external audit systems. In 2005, the Internal Audit Evaluation and Financial Oversight Department
 was established within the Ministry of Finance and Economy, which coordinates the process of the internal audit system development, evaluates the quality of internal audit plans and reports, and support training of internal auditors.
75. Constitutional amendments of November 2005 significantly increased the level of independence and the role of the RA Control Chamber (the highest audit body) as one of the most important mechanisms for oversight and checks-and-balances in the country’s public administration system. The RA Law on Control Chamber,
 adopted in December 2006, expanded the powers and functions of the highest audit body. In particular, the powers of the seven-member Control Chamber include development and publication of conclusions on RA Government’s reports on state budget and privatization program implementation and the RA CB annual reports, control over, development and publication of reports on budget expenditures, public debt management, use of off-budget resources, social security budget expenditures, activities of bodies authorized to ensure state and community budget revenues, community budget expenditures, legality and effectiveness of activities of the treasury system, management and use of state and community property. In 2003-2007, the Control Chamber became a member of INTOSAI, EUROSAI and ASOSAI reputable organizations of highest audit bodies.
76. Public procurement. In 2004, the RA Government took a number of very important steps to ensure the effectiveness, transparency, openness and accountability of public procurement process. These steps were later confirmed by legislation.
 Thus, legislation was passed to clarify the public procurement system and processes and to bring them in compliance with international standards, as well as to clarify the relationships between all the participants of the public procurement process. The RA Law on Procurement,
 adopted in December 2004, which meets the requirements and standards of the UNCITRAL model, regulates the relations linked to procurement of goods, works and services by state and local government bodies, state or community institutions, the RA Central Bank, state and community non-commercial organizations and organizations where more than fifty percent of the shares belong to the state or communities, and defines the main rights and responsibilities of the parties involved in the process. Procurement-related provisions of the RA Civil Code
 and other legal normative acts were also amended. It is noteworthy that the legal reforms in the area of public procurement served as a basis for negotiations on Armenia’s membership in World Trade Organization’s (WTO) ………. (GPA) agreement. In 2003-2007, a number of bylaws regulating the procurement processes were adopted, which, in particular, clarified the grounds for procurement from one source,
 the procedures for determining the participants who are eligible to take part in procurements related to state or official secrets,
 the procedures for developing inventories of procurements not related to state or official secrets
; lists of participants who are not eligible to participate in the procurement process were published on a regular basis,
 etc. It is noteworthy that, as a result of these activities, the amount of non-competitive procurement from one source decreased significantly in 2007 (2.1 billion drams compared to 3.7 billion drams in 2006). Nevertheless, the amount of procurement from one source remains high in some sectors, particularly education and healthcare. Of concern is the fact that the number of economic entities participating in bids decreased in 2007 (1.55 instead of 2.7 in 2006), which, given the increase in the number economic entities operating in the country, indicates that there are threats related to economic competition. In 2006, a strategy for introducing an electronic procurement system
 was approved with the purpose of increasing the effectiveness of state expenditures and decreasing the risks of corruption in the budget process. 700 million drams have been allocated from the 2008 state budget for the implementation of activities envisaged by the strategy. 
77. The methodology for keeping statistics of 59 criminal corruption cases, approved by the RA Anti-Corruption Strategy Implementation Monitoring Commission, serves as a basis of developing a local system of corruption indicators. On that basis, the RA police currently consolidate the information received from law enforcement agencies and send it to the RA National Statistics Service.
78. State service reforms: Armenia has established civil and community services, as well as other separate types of state services.[FRAGMENT] Appropriate legislation has been passed and these services are not being strengthened. The selection and promotion, dismissal and professional growth of members of the entire state and community apparatus are carried out on through merit-based competition. The scope of limitations of their activities on the basis of conflict of interest, rules and norms of ethics has been introduced. The remuneration system for state and community servants has been regulated; remuneration now depends on the person’s position, level of qualifications and experience. The minimum wage for state servants has been increasing regularly in the last few years. Training institutions and renewed training programs for state and community servants have been established. A draft law on public/state service has been developed to ensure the unity of public service, to introduce common requirements for state servants, to establish connections between different services and to minimize movement of personnel. The draft law is now in the process of discussions. It is expected to be submitted to the RA Government for discussion by the end of this year. 

79. Public administration, optimization of functions and areas of responsibility of state bodies. The staff of public administration bodies has been separated from political government bodies, which creates real pre-conditions for the fight against corruption. Starting from 2003, the number of executive government bodies, as well as the number of agencies reporting to the government has been reduced dramatically; structures of executive government bodies have become more uniform, new bodies in line with the economic development have been created, such as inspections and agencies, whose activities are aimed at the fight against corruption, among other things. 

80. Internal and external audit. On September 17, 2004, the RA Government passed a decision No. 1376-N “On Approving the Strategy for the Development of the System of Internal Audit for the RA State and Local Bodies, Organizations Reporting to Them and State and Local Non-Commercial Organizations.” The Oversight Department of the RA Ministry of Finance and Economy was renamed “The Internal Audit and Oversight Department”. Education and training of staff of internal audit departments in various public administration bodies is taking place. As for external audit, the RA Law on Control Chamber, passed by the National Assembly, established a principally new, constitutionally independent body. 
81. Rules of ethics for state officials. Rules of conduct for civil servants, depending on the type of job they do, have been adopted in the Republic of Armenia. These rules are in line with international standards. The new amendments to the RA Law on Civil Service establish administrative responsibility for civil servants who violate rules of ethics. The RA Judicial Code provides a detailed description of rules of ethics for judges, which apply both on and outside the job. In addition, there are provisions to avoid conflict of interests for judges, as well as sanctions for violating the rule of ethics or the conflict of interests provisions. The same system has been adapted and adopted for prosecutors. This new system was accompanied by a salary increase for judges and prosecutors, and optimization of the prosecutorial and judicial systems. Special ethics committees have been establish to oversee the implementation of ethics rules and conflict of interests clauses; their mandates have been clearly defined. According to Article 74 of the RA Judicial Code, an ethics committee is set up by the council of court chairmen. According to Article 11, a judge is required to report any case of improper interference with his/her functions of exercising justice or with his/her other lawful functions to the ethics committee of the RA council of court chairmen. If the ethics committee decides that the interference with the judge’s work was unlawful, then it is required to request the relevant agencies to take action to prosecute those who are responsible for this unlawful interference. According to Article 23 of the RA Law on Prosecutor’s Office, an ethics committee has been established under the Prosecutor General’s Office. The committee includes one Deputy Prosecutor General appointed by the Prosecutor General, two prosecutors and four lawyers appointed by the RA President for a three-year term. The ethics committee is chaired by the Deputy Prosecutor General. On May 31, 2007, the RA President issued an order No. NH-135-A to appoint the following individuals to the aforementioned ethics committee: a member of the RA Constitutional Court, an Assistant to the RA President, the Head of the Legal Department of the RA Government, and a member of the Civil Service Council. Within the RA civil service system, ethics committees and detailed ethics rules have been piloted for the staff of the RA ministries of healthcare, education and science, and labor and social affairs. The RA Civil Service Council has approved the composition of these committees and their regulations. The RA Public Administration Reforms Commission and the RA Civil Service Council have passed a joint decision to expand this experience to all public administration bodies. 

82. Declaration of income and property by state officials. In March 2001, the RA Government approved the state program on introducing a system of property and income declaration by RA citizens, defined its goals and objectives, principles of confidentiality and openness of declarations, program implementation phases and financing of the program.
 Within the framework of the fourth phase of the program implementation, legislation was passed to introduce a mechanism of property and income declaration by RA citizens; moreover, the RA Law on Property and Income Declaration by RA Citizens, adopted in July 2006,
also changed the procedures for property and income declaration by state officials starting from 2008. The 2006 Property and Income Declaration Law, in particular, defines the property and income of physical persons, including state officials and their dependents, that is subject to declaration, it defines who constitute dependents, and sets penalties for failure to comply with declaration requirements, etc. It is noteworthy that officials are supposed to submit declarations for five years after they leave their official posts, whereas their dependents submit declarations for two years after the relevant official leaves his/her position. The RA Government approved the most important issues that are required for an effective implementation of the system of property and income declaration by top state officials,
 methodological guidelines
 and procedures. In particular, procedures for considering the in-kind (non-monetary) income of physical persons and reflecting it in the physical persons’ declaration of property and income, as well as timeframes for keeping the personal files of declarants were approved.
 Procedures for publishing the information included in property and income declarations by state officials and their dependents were also approved.
  In particular, limited information contained in property and income declarations may be provided to mass media with circulation of 3,000 and more, whereas this information is not accessible for electronic media. On April 19, 2007, the RA Government passed a decision No. 555-N to approve the procedures for declaration of income and property by physical persons, the declaration forms and procedures and deadlines for keeping personal files by reporting entities. This was done in accordance with the RA Law on Declaration of Income and Property by Physical Persons” passed by the National Assembly in 2007. The aforementioned decision also regulates the procedures for declaring in-kind (non-monetary) income, or income received by transferring titles to products, property (except money), labor, services or intellectual property. The law and the applicable procedures will be enacted from 2008 and will cover the income received in 2007. The declarations envisaged by this law contain two elements. The first element is the declaration of income for tax purposes; the second is the declaration of income and property from the point of view of introducing anti-corruption mechanisms. Thresholds on the value of property subject to declaration do not apply to public and civil servants. Unlike regular citizens, they are required to declare their income and property regardless of its value. Failure to follow the requirements of this law entails sanctions in accordance with Articles 20 and 21. In the ten months of 2006, some 1389 persons were sanctioned under these two Articles. The Law on Declaration of Income by Senior Employees of the Republic of Armenia Government Agencies (HO-212, of July 27, 2001) is considered null and void as of January 1, 2008. 
83. The RA State Tax Service is the body that is in charge of implementing the property and income declaration process, envisaged by the property and income declaration legislation, and ensuring control over it.
 In 2004, 2005, 2006 and 2007, some 42123, 46648, XXX and XXX declarants submitted declarations to the State Tax Service, respectively. In the same period of time, the following number of people were penalized for not following the requirements of the law: 1808 persons in the amount of 6650.5 thousand AMD in 2004, 1655 people in the amount of 4869.5 thousand AMD in 2005, XXX people in the amount of XXX thousand AMD in 2006 and XXX people in the amount of XXX thousand AMD in 2007. Taking into consideration that the State Tax Service has limited capacity and resources to verify the credibility of property and income declarations by physical persons, and that the necessary methodology and procedures have not been developed yet, the 2007-2009 three-year program
 for the development of the RA tax system envisages the introduction of the system of property and income declaration by physical persons in 2008 by implementing a preparatory program, drafting a law on tax control over property and income subject to declaration, developing the necessary secondary legislation in this area and carrying out an education campaign on property and income declaration among physical persons. It is also envisaged to establish a property and income declaration-related information database on declarants, define comparative and classifying criteria and develop programs on information from third parties.
84. Transparency and openness of public procurement. The RA Law on Procurement was adopted on December 6, 2004 and went into effect on January 1, 2005. Meanwhile, the results of the work conducted in the area of public procurement lead one to conclusion that the system is now mainly in place. The RA Government has now embarked on improving the procurement system. To this end, in 2006, the RA Government approved the strategy of introducing an electronic procurement system, which is going to be implemented in the period of 2006-2009. Training manuals have been developed to provide professional training to individuals involved in the procurement system; training courses have been offered to representatives of national and local governments, state non-commercial organizations and a number of organizations that are likely to take part in procurement bids (a total of 1,500 individuals). Right now the government continues to work on introducing an electronic system for public procurement. 
85. Ensuring the transparency of government’s activities, public access to information and civil society’s participation in decision-making processes are important components of the RA anti-corruption strategy. In the last few years, Armenia has made positive changes in the area of public participation as well. A positive precedent was the practice of using state budget resources to provide grants to NGOs. NGOs became active in the fight against corruption through various campaigns, media and television, which has sent new impulses to the society and especially to state agencies.
86. In terms of introducing responsibility, transparency and accountability into the state service and developing it further, important initiatives include reforms in the system of information provided by public administration bodies. In particular, the RA Law on Freedom of Information was passed, which regulates issues related to freedom of information, defines the responsibilities of entities that possess information to ensure access to it, as well as procedures and conditions for receiving information, and the cases where the freedom of information law applies. Article 9 of the RA Law on State and Official Secrets lists the types of information that are considered state or official secrets. Article 189.7 of the RA Code on Administrative Violations imposes a fine in the amount of 10 to 50 times the minimum wage on officials for refusing to provide information in accordance with the law. In addition, Article 148 of the RA Criminal Code imposes a fine in the amount of 200 to 400 times the minimum wage on officials for providing incomplete or distorted information related to a lawful interest of a person. The Government policy in 2004-2007 was aimed at applying the main provisions of the new Freedom of Information Law and developing public relations offices in state bodies, which are going to be responsible for processing and providing information. Public relations offices have been created in every public administration body. Some ministries have created information centers as part of their public relations offices. The introduction of “one-stop-shops” is also in line with this initiative. This has become particularly popular on the level of local governments. A similar initiative is the establishment of anti-corruption public reception centers with the support of the OSCE Yerevan office. The Law on Administrative Basics and Administrative Procedure, adopted on February 18, 2004, regulated the relationship between administrative bodies and physical or legal entities related to the passage of administrative act, contesting the action or inaction of administrative bodies in courts, implementation of administrative acts, and reimbursement of administrative costs or damages caused by administration.
87. Involvement of civil society in the fight against corruption. According to the 2003-2007 strategy, public awareness campaigns on anti-corruption issues are mainly left to NGOs and other civil society organizations. Despite this fact, the government conducted large-scale information campaign on the anti-corruption program right after the strategy was adopted in 2003. Similar events organized by international organizations operating in Armenia were done in coordination and cooperation with the Government. Some of the grant money allocated by the Government to NGOs in 2006-2007 was also earmarked for anti-corruption information campaign and monitoring. On two public television channels, two programs, “My Right” and “Anti-Shadow,” are organized on a regular basis. In addition, the same subject is discussed in various talk shows with the participation of journalists, civil society representatives and state officials. 

88. Positive changes have been recorded in the development of public participation. The cooperation between civil society members (especially NGOs) and public administration bodies, as well as participatory processes in public policy widely expanded especially in the process of development and implementation of the poverty reduction and anti-corruption strategies. During that time, different public participation mechanisms were developed and applied; they became precedents and were later used and are still used partly in the development of various strategic programs. At the same time, civil society representatives are included in the management boards of various major state programs, particularly in the Millennium Challenge Account-Armenia. The RA public administration bodies regularly hold consultations and use a number of feedback mechanisms (for example, discussions of draft laws, seminars, roundtable discussions, public opinion surveys, etc.). In the past, such events were organized by the initiative and support of donor organizations; however, in the last few years, a number of government agencies have been organizing such events by their own initiative. The current legislation allows for participatory management; moreover, such participatory management is, in fact, required by law in some individual cases. Another positive precedent was the RA President’s Order of May 13, 2005 to approve the procedures for using state budget resources to provide grants to NGOs. 

89. Healthcare. Important anti-corruption measures included the systemic reforms that have taken place in the sector, such as expanding the accessibility of ambulatory services for the population. Today, every RA citizen is entitled to free ambulatory services. Corruption risks in the form of unofficial payments for services provided for free by the state and paid services, as well as for drugs, continue to dominate the sector. The absence of health insurance, qualitative and technical criteria for healthcare services and (personalized) healthcare information systems, the imperfections of systems for providing guaranteed free healthcare and distribution of state orders, and the lack of regulation of paid healthcare services continue to keep corruption risks high in the sector.
90. Education. Reforms in the area of education were aimed also at reducing corruption risks. In particular, this refers to the introduction of a credit system in higher educational institutions, the restructuring of the system of admission to higher educational institutions, getting rid of all types of privileges in admission, the clarification of licensing procedures for higher educational institutions, and reforms in the system of state order (state-financed education) in higher and secondary professional educational institutions. Reforms also included the establishment of new institutional structures in the area of education, and particularly the holding of school graduation and university entrance exams in the Evaluation and Testing centers, as well as the establishment of the education inspection. The legal framework was amended significantly to enhance the autonomy of educational institutions and the effectiveness, transparency and openness of their activities, as well as to define a set of criteria to measure the quality of education. Salaries of school employees were increased several times and schools’ financial situation was improved due to the use of legal and economic motivation tools in the human resource policy. 

91. In the customs sector, anti-corruption reforms were based on the RA Anti-Corruption Strategy and on the improvements provided on the legislative and institutional levels, as set out in the ACS Implementation Action Plan. The procedures applicable to the goods transported across the customs border, as well as to the post-clearance verification of documents containing relevant information on such goods that may be of interest for the customs bodies, have been simplified. Due to the legislative amendments, the cost presented by the applicant at the borderline checkpoint is assumed as a basis, and its accuracy is reviewed by the customs service within three years following the actual clearance, based on the relevant documentation. Also simplified are the customs processing procedures applicable to physical entities importing goods; the self-declaration mechanism for customs clearance. Due to the latter, the relationship between the applicant and the customs officer has been minimized and the administrative intervention in the process of the customs value declaration has been ruled out. However, at present the self-declaration mechanism is only applied to the Regional Customs House for international road transportation; the other customs agencies apply it only partially. The efficiency of the customs control implementation has been improved: the system was provided with upgraded technical and technological equipments and computer software. The latter allows for citizens to fulfill the process of customs declarations and relevant arrangements on-line; the procedure of check-ups during cargo transportation has also been simplified and the duration of the cargo transportation inspection has been significantly reduced. The Customs Control Service regularly responds to the complaints and feedback of individuals or legal entities on the customs procedures. 
92. Ensuring the rule of law and everyone’s equality before the law. Through introducing amendments into the RA Constitution, the functions and powers of all branches of authorities were maximally clarified, duplications of the rights and obligations were minimized, the new Judicial Code, Administrative Judicial Code, Laws on the Supervisory Chamber, Prosecutor’s Office, and several other laws were adopted. By force of the RA President’s Decree NH-174-N of July 18, 2007
, in the course of the legal acts drafting and adoption the functions of the RA Government and its subordinate state governance agencies were clarified. In order to implement the anti-corruption testing of the legal acts, an attempt was made to subject the legal acts to anti-corruption testing with the help of working groups created by the anti-corruption strategy implementation monitoring commission. To make the legal acts accessible to the public, the RA legislative acts data bank was displayed in a dedicated website (arlis.am), the IRTECH system became more accessible; the RA National Assembly and the RA Government websites regularly update their directories of the draft and adopted legal acts; the Official Bulletin is also published. 

93. Law enforcement agencies. With the amendments introduced in the RA Constitution from 2003 to 2007, the “law enforcement system” institutional reformation process was launched in the Republic of Armenia. As a result, by force of the Law “On Prosecutor’s Office” the investigation functions were dissociated from those of implementing supervision over the investigation legality. The function of preliminary investigation and inquest was transferred to the RA police, and partially to the RA State Customs Committee, the State Tax Service and the RA Defense Ministry. The order of appointing the RA General Prosecutor was also changed, and the term of this office was shortened. Guarantees for the prosecutor’s office independence and transparency were introduced. Through the RA Criminal and Criminal Proceeding Codes the following concepts were further clarified, complemented and brought into correspondence with the provisions of international conventions: “official”, subjects of corruption crimes, penalty measures, mechanisms of criminal income generation (resulting from corruption crimes) and their confiscation. By force of the RA Law “On Operative Investigation Activity” the bodies implementing the operative-investigatory activity, their rights and responsibilities, the types of the operative-investigatory measures, control and supervision over the operative-investigatory activity were defined. The material and technical basis of the law enforcement agencies was developed through adequate equipment and vehicular resources. By organizing a number of practical seminars, training courses and other events, the professional qualification degree of the law enforcement personnel involved in fighting corruption, as well as anti-corruption capacity building was improved. Training courses were held on the following topics: “The provisions of the RA anti-corruption strategy and its action plan: Objectives of the prosecutor’s office”, “The international practices of combating corruption”, “Anti-corruption strategy and the national legislation”. Analytical articles were published on certain crime types as defined by the RA Criminal Code (receiving and giving bribes, mediation of a bribe; the OSCE-recommended work – “How to combat corruption” – was translated and published. Such provisions were stipulated in the RA laws that directly originated from the relevant international agreements; particularly, officials from foreign and international organizations were involved in the process of defining the concept of “official” set out in the RA Criminal Code; through the “Commercial bribe” article the bribery in the commercial sector was criminalized, by force of the  Criminal Proceedings Code and the RA law “On fighting against legalization of the criminal income generation and financing terrorism” preventive procedures against money-laundering were defined.   

94. Judiciary. Steps were taken towards strengthening the independence of the judiciary through systemic changes, which related to creation of a new legislative framework as well as to structural reforms. The RA Constitution’s amendments came to enhance the preconditions for the judiciary’s independence and its regular activities, which then were detailed and substantiated in a number of laws adopted. Following the adoption of the RA Judicial Code, common jurisdiction and specialized (criminal, civil, administrative) courts were formed, which allowed for more comprehensive, full and objective legal proceedings; also, a judicial department and a managerial institute were formed. The principles of the judges’ activities, the order of their appointment, safeguards of their independence, codes of conduct, the grounds for and the order of holding them responsible were regulated; the powers of the Jurisdiction Council and the order of election of the member judges were defined. The judicial college was established, to ensure the attestation of judge contenders’ qualification, professional training of those included in the list of such contenders, professional retraining of the judicial servants. By means of the Administrative Code, the following definitions were introduced: the order of exercising the right of physical and legal entities for attorney defense in the newly formed administrative court and court of appeal, in their lawsuits against the administrative and normative acts, actions or inaction on behalf of the national and local governance agencies and their officials, as well as the order of processing the claims upheld by the administrative bodies and officials against physical and legal entities. By force of a new RA law “On Criminal-Executive Service” the main principles of the criminal-executive service activities have been clarified, as well as those of the criminal-executive service bodies, and their work organization – the order and terms of enrollment in the service, the servants’ rights, obligations and responsibilities, the legal and social guarantees, and other concepts of significant importance in terms of promoting a competitive judicial system in the country, since it defined the main principles of attorney activities, i.e. independence, lawfulness, self-governance, equality of attorneys’ rights. The attorneys’ rights and obligations were also stipulated; the guarantees of legal protection of their independence, the licensing procedures, responsibilities and other concepts were defined. Beside these legislative reforms, serious steps were taken towards improving the judiciaries’ social status and fostering the courts’ material and technical opportunities. 

95. As a programmatic document covering several years, the ACSIAP:

· ensures the linkage of the problems related to fighting corruption in various areas and spheres with the priorities of national policies for development of these areas and spheres. However, the ACSIAP has not yet included clear, measurable and accessible goals and objectives for combating corruption in these areas and spheres, it does not consolidate the unequivocal impact of the Action Plan implementation outcomes in terms of resolving the above problems, as it does not specify the necessary measures to be taken towards solution of all problems. The ACSIAP does not provide the system for evaluating the level of corruption in these areas and spheres, the measurable state of the current situation and the assessment indices of the Action Plan implementation outcomes and results. 

· indicates various types and forms of corruption in a number of areas and numerous spheres. Nevertheless, the actions taken against various forms of corruption in these spheres and areas have not been holistic; besides, the ACSIAP did not focus on some other, most important areas and spheres of the economy, such as transportation, social security, etc.  

· specifies three main tools for effectively combating corruption; prevention of corruption; disclosing and prosecution of corruption crimes; ensuring public awareness on corruption and public assistance against corruption. However, the ACSIAP measures provided relatively weak coverage for the other two tools aimed at fighting corruption. 

96. Some of the measures included in the ACSIAP were funded  by the state budget, as well as by other national or sectoral projects. It should be noted, though, that the expense assessments (values) related to the implemented measures and funding sources are missing. Besides, the ACSIAP measures were not duly included in the state middle-term expenditure programs for the corresponding years and in the RA state budgets for the years 2003-2007. The ACSIAP did not subdivide the current and upcoming capital projects, not did it refer to the outcomes and expenditures of the current and upcoming capital projects.  

97. The ACSIAP includes a number of measures that were intended to be implemented with the involvement of international and non-governmental organizations as key players. These measures include, for example, regular assessment of corruption risks in various areas and spheres; development of specific middle-term and long-term anti-corruption projects, including educational ones; formation of the corruption assessment system, and improvement of attorney service. However, no indication, with few exceptions, can be found in these measures of the specific organizations that are responsible for the implementation of these measures and ensuring their effectiveness.  

98. The ACSIAP envisaged establishment of a system of coordination and monitoring of the RA anti-corruption policies and projects. However, the ACSIAP failed to indicate adequate requirements for overall performance monitoring and summarized reporting, including the requirements that relate to the annual summarization of results. 

99. The ACSIAP has been developed as a result of a participatory process involving the main stakeholders and representatives of the civil society and international organizations; and the ACSI Action Plan involves non-governmental and international organizations acting as key players. Nonetheless, the ACSIAP implementation mechanisms do not duly ensure the effective participation of the civil/public structures in the course of developing specific anti-corruption projects by the state governance agencies. The ACSIAP annual review and annual project development and approval mechanisms are also missing. 

100. [FRAGMENT]  Comparing the planned activities with their implementation results is essential from the point of view of evaluating ACSIAP’s effectiveness. Following are the results of such a comparison on a three-level evaluation scale (unsatisfactory, partial or satisfactory). See Table 3.

101. Thus, it can be stated that more significant results were achieved as a result of satisfactory implementation of ACSIAP activities and improvement of regulatory quality; these results serve as a basis for a further development and implementation of an effective policy aimed at reducing the level of corruption in the following sectors and systems.

· Banking sector: further clarification of currency regulations and currency control, clarification and transparency of payment systems and payment service providers’ activities, transparency of RA CB’s activities and clarification of its procedures, clarification of credit risk assessment methodology and criteria.

· Taxation: getting rid of tax breaks, regulation of tax relations, tougher liability for tax evasion, strengthening of internal controls in the State Tax Service.
102. Thus, ensuring the openness and accessibility of laws and other legal acts is both a result of ACSIAP and an important factor for an effective implementation of the lessons learnt in terms of preventive and educational methods for fighting corruption. The results in the institutional development of an audit system serve as a basis for a further effective policy in the fight against corruption in the private sector [LOTS OF FRAGMENTS].
103. In the case of satisfactory implementation of ACSIAP activities, a number of issues included in the anti-corruption policy have been resolved partially, which mainly has to do with an unsatisfactory level of planning the order of activities aimed at addressing those issues in various sectors. Continuous efforts to carry out the future activities in these areas in appropriate sequence my produce significant results in the following:
· Public finance management: ensuring the effective implementation and transparency of state and community budgets, control of financial flows, introducing accounting standards in public sector, internal and external audit.

· Public procurement system: ensuring the openness, transparency and legality of public procurement.

· Customs: increasing the effectiveness of customs control, reducing the corruption risks, ensuring the openness and transparency, and simplifying the procedures.

104.  Thus, parallel to the clarification of powers, functions and procedures of the State Committee on the Protection of Economic Competition, a number of other issues need to be addressed by consistent use of legal mechanisms to protect private property, corporate governance and control, in order to ensure equal opportunities for competition. [THIS SENTENCE IS UNCLEAR]
105. Parallel to the creation of bodies charged with ensuring an effective and coordinated fight against corruption, the effectiveness of their activities has been significantly hampered by a number of factors related to their structure, functions and procedures, composition and capacities. Significant results may be achieved within a short period of time by addressing these issues in an appropriate sequence.

106. Parallel to addressing legal and institutional issues in the area of fighting against money laundering and terrorism, the newly formed system faces several challenges; if these challenges are addressed in an appropriate sequence, the system of for the fight against money laundering and terrorism financing in Armenia will become fully developed.

107.  However, several of the ACSIAP activities, carried out on a satisfactory level, were limited by output results and not by impact on reducing the level of corruption. In particular, activities in the area of property and income declaration by physical persons and state officials were limited by purely outcome results and have not produced any significant results, given the lack of appropriate impact targets.
108.  Some ACSIAP activities were carried out mainly partially, which resulting in them having a limited impact on the reduction of corruption in the respective areas and sectors, with the impact being partial or unsatisfactory, without significant results:
· Public administration reforms: clarification, delineation and regulation of functions of oversight bodies, ensuring their accountability, introduction of community service, clarification and regulation of public service mechanisms, introduction of remuneration and social guarantee systems for public servants.

· Public services: establishment of public relations departments, creation of an inter-ministerial information network, regulation of public information provision, simplification of administrative legal procedures.

· Education: establishment of a legal and transparent system of payments in educational institutions, improvements of admission procedures, establishment of equal starting conditions and getting rid of direct privileges.

· Healthcare: improvement of healthcare and service quality management and control mechanisms, improvement of a state order redistribution system, reducing the amount of cash circulating in the sector.

· Law enforcement: improvement of the quality of law enforcement personnel and implementation of codes of conduct, improvement of their salaries and social situation, regulation of operative-investigative activities, reforms of forensic institutions.

· Judiciary: establishment of procedures for case distribution and limiting the terms of court chairmen, increasing the professional qualifications of judges, increasing their salaries and improving their social conditions, reforms of the court decision enforcement system and the penitentiary, clarification of disciplinary procedures for defense lawyers (advocates) and improvement of advocates’ service system, improvement of mediation courts.
109.  It is noteworthy that, even though some of the activities in these areas were completed partially, as a result of changing the state policy priorities in the given areas or systems, or changing the sequence of programs, ACSIAP was not reviewed to reflect the said changes in priorities or sequence of programs. In order to avoid such issues that significantly limit the effectiveness of the state anti-corruption policy, it is necessary to consider the risks relating to changing the policy priorities and sequence of programs in specific areas and systems, to establish stricter mechanisms for coordination of state anti-corruption policy and control over its implementation, as well as to review the strategy regularly, on the basis of progress analysis of the current results.

110.  Some of the ACSIAP activities were carried out in an unsatisfactory manner, and had no impact on the reduction of the level of corruption in the relevant areas. In particular, activities in the area of getting rid of contradictions between laws and other legal acts, and of corruption loopholes, and reducing the number of activities subject to licensing were carried out in an unsatisfactory manner. In order to achieve the expected results in these areas, it is necessary to review drastically the relevant targets, to select the effective activities and practical mechanisms for controlling their implementation.
111.  Thus, based on the results of the 2003-2006 ACSIAP, as well as on indicators of the level and types of corruption and trends analysis, one can make certain conclusions and identify several important lessons:

· The level of corruption in Armenia remains high; corruption is of systemic nature and the implementation of activities included in the strategy, in their dynamics, was not aimed towards the reduction of the level of corruption.
· ACSIAP did not contain clear, measurable and reachable goals and objectives, it was not oriented towards concrete results, did not summarize the results of implementation of activities aimed at addressing the main issues.

· ACSIAP activities were mainly oriented toward prevention of corruption; activities aimed at investigation and prosecution of corruption crimes, informing the public about corruption and getting public support on these issues were relatively weak. Public education, public campaign and civil society participation processes were carried out by civil society.

· The RA anti-corruption policy’s and programs’ coordination and monitoring system is still being formed. It is not supported by functioning mechanisms. The monitoring that is taken place is administrative and is limited to decisions on specific drafts of legal initiatives. ACSIAP did not include a system of corruption level evaluation by areas and sectors; it also did not include substantive performance monitoring and reporting requirements, including a requirement to summarize annual results, a measurable description of the current situation and evaluation criteria for outcomes and results of activities.

· ACSIAP implementation mechanisms did not ensure, in an appropriate manner, the development of concrete anti-corruption programs on the part of state bodies, cooperation with civil society institutions and their effective involvement. Mechanisms for annual review of ACSIAP and development and approval of annual programs are also missing.

	Results
	satisfactory
	
	
	· Accessibility of laws and other legal acts  (2.1)

· Banking System:
clarification of currency regulations and currency control, clarification and transparency of payment systems and payment service providers’ activities, transparency of RA CB’s activities and clarification of its procedures, clarification of credit risk assessment methodology and criteria (4.2-4.5)

· Taxation:
getting rid of tax breaks, regulation of tax relations, tougher liability for tax evasion, strengthening of internal controls in the State Tax Service (4.7, 4..9-4.11)

· Institutional development of audit system (4.33)

	
	partial
	
	· Public Administration Reforms:
clarification, delineation and regulation of functions of oversight bodies, ensuring their accountability, introduction of community service, clarification and regulation of public service mechanisms, introduction of remuneration and social guarantee systems for public servants (6.2-6.7, 6.9)

· Oversight and Transparency of Public Services:
establishment of public relations departments, creation of an inter-ministerial information network, regulation of public information provision, simplification of administrative legal procedures (6.10-6.13)

· Education:
establishment of a legal and transparent system of payments in educational institutions, improvements of admission procedures, establishment of equal starting conditions and getting rid of direct privileges (4.22-4.27)
	· Clarification of powers, functions and procedures of State Committee on the Protection of Economic Competition (4.36)

· Effective and coordinated implementation of anti-corruption policy (1.1-1.3)

· Public Procurement System:
ensuring the openness, transparency and legality of public procurement (4.41-4.42)

· Public Finance Management:
ensuring the effective implementation and transparency of budgets, control of financial flows, introducing accounting standards in public sector, internal and external audit (4.34, 4.37-4.40, 4.43-4.44, 6.1)

· System for the fight against money laundering and terrorism financing (4.1)

	
	unsatisfactory
	· Removing the contradictions between laws and other legal acts, and removing corruption loopholes (2.2-2.3)

· Reducing the number of activities subject to licensing (4.35)
	· Healthcare:
improvement of healthcare and service quality management and control mechanisms, improvement of a state order redistribution system, reducing the amount of cash circulating in the sector (4.17-4.21)

· Law Enforcement:
improvement of the quality of law enforcement personnel and implementation of codes of conduct, improvement of their salaries and social situation, regulation of operative-investigative activities, reforms of forensic institutions (7.1-7.7)

· Judiciary:
establishment of procedures for case distribution and limiting the terms of court chairmen, increasing the professional qualifications of judges, increasing their salaries and improving their social conditions, reforms of the court decision enforcement system and the penitentiary, clarification of disciplinary procedures for defense lawyers (advocates) and improvement of advocates’ service system, improvement of mediation courts (8.1-8.10)
	· Property and income declaration by physical persons and legal entities (4.8, 6.8)

· Customs:
increasing the effectiveness of customs control, reducing the corruption risks, ensuring the openness and transparency, and simplifying the procedures (4.12-4.16)

· Bringing the legislation in compliance with international standards:
application of principles enshrined in international documents, ratification of international agreements (3.1-3.4)

· Politics:
Regulation of lobbying activities, improvement in organizing electoral processes, introduction of codes of conduct for participants in electoral processes (5.1-5.3’)

· Civil Society and Anti-Corruption Awareness Campaign:
Development of educational anti-corruption programs, civil society’s involvement in corruption monitoring (5.4-5.7)

	
	
	Unsatisfactory
	Partial
	Satisfactory

	
	Activities


1.3. The Republic of Armenia’s International
 Anti-Corruption Commitments   

1. The RA Government has declared the fight against corruption to be one of its key priorities. THE NEXT SENTENCE HAS NO VERB In May 2000, having defined the state anti-corruption policy’s main directions, having emphasized the importance of implementing an effective and balanced personnel policy, ensuring the state guarantees of social and legal protection for state servants, declaration of income by senior officials, applying the legal mechanisms regulating state procurement, licensing and state registration procedures for companies, as well as fighting against shadow economy and criminalization of the economy.
 ???
2. Armenia’s anti-corruption commitments undertaken by international agreements and cooperation initiatives were reiterated in the Poverty Reduction Strategy Program (PRSP) adopted in August 2003.
 In particular, PRSP stated that the resolution of the problem of poverty is directly linked to limiting the reproduction of corrupt practices, as well as to a more effective fight to prevent new and more dangerous forms of corruption. In terms of anti-corruption policy, PRSP gave priority to preventive measures in the following areas: (i) resolving the problems in the economy and reducing the shadow economy, (ii) fight against political corruption, (iii) getting rid of corruption in public administration, the judiciary and local government sectors. In the PRSP, successful implementation of anti-corruption strategy was linked to the effectiveness of the ACSIAP implementation and monitoring functions. INCOMPLETE SENTENCE WHICH I THINK SHOULD HAVE BEEN DELETED.
3. The RA Government summarized its anti-corruption policy in the RA anti-corruption strategy and its implementation action plan adopted in November 2003.
  The RA Government’s anti-corruption commitments have continuously expanded since January 2004, while the anti-corruption policy has been connected to the country’s sustainable development priorities, becoming one of the most important areas for the Government’s activities in 2008.

4. In January, 2004, Armenia became a member to GRECO
, then in June and December of 2004, respectively, it signed and ratified the Council of Europe’s “Criminal Law Convention” and the “Civil Law Convention” on corruption. The Armenian Government submitted the response to the questionnaires related to the first and second stages of the effectiveness of the anti-corruption measures, on the basis of which the first report of GRECO on Armenia was accepted in March, 2006. This report outlined 24 recommendations geared towards the improvement of the current situation in the area of combating corruption
. The majority of GRECO’s recommendations are of preventive and disclosing nature and are mainly (20 out of 24 recommendations) aimed at the adoption and improvement of laws and procedures. Six recommendations refer to the public servants’ and auditors’ retraining, one suggests implementation of relevant  surveys for the purpose of identifying the overall picture of corruption and its various forms in Armenia, and another emphasizes the need for regularly raising public awareness about the anti-corruption measures and the outcomes of their fulfillment. The RA Anti-Corruption Council has approved the Action Plan for implementing the GRECO recommendations. September 30, 2007 has been defined as the deadline for submission of the RA interim situational report on the implementation status of the GRECO recommendations. Armenia’s final report on the compliance to the above recommendations is planned to be discussed and adopted at the June, 2008 session of GRECO.  

5. Armenia is also involved in the “Istanbul Anti-Corruption Action Plan” of the Organization for Economic Cooperation and Development (OECD), designed for 8 former Soviet states
. The OECD “Istanbul Anti-Corruption Action Plan” covers Armenia, Azerbaijan, Georgia, Kazakhstan, Kyrgyzstan, Russia, Tajikistan and Ukraine. It is designed to improve the anti-corruption policies in these countries through the enacting of the recommendations developed by international experts. Armenia-related recommendations were developed and adopted in June 15-18, 2004, during a meeting held in Paris. The 24 recommendations of the OECD are classified into the following three groups: 1) “National anti-corruption policies and institutions” (7 recommendations); 2) “Legislation and criminalization of corruption” (8 recommendations); and 3) “Transparency of civil service and financial supervision” (9 recommendations). The OECD’s 1st, 5th 8th, 10th, 12th, 17th and 20th recommendations fully or partially reiterate the corresponding recommendations of the GRECO. The Armenian Government submits regular (bi-annual) reports to the OECD anti-corruption network secretariat on the implementation status of these recommendations. The country reports were submitted in December, 2004, in June and October of 2005, in June and December of 2006, in September, 2007. In December, 2006, during the OECD’s 6th monitoring meeting held in Paris, Armenia’s progress in implementation of the 2004 recommendations was discussed and the country evaluation (monitoring) report was accepted
. The report identified a number of positive developments; in particular, only 4 out of 24 recommendations were assessed as “non-performed”, 11 recommendations – as “partially performed”, 8 recommendations – as “mainly performed”, and 1 recommendation – “wholly performed”. At the same time, the report stated that many of the implemented measures presented but the first step towards reduction of corruption and that there is still much work to be done for relieving the “burden” of corruption in various areas of the public and economic life
.

6. Within the framework of the EU European Neighborhood Policies (ENP) the European Union and Armenia ratified an Action Plan in November of 2006, in which fighting corruption was included as a priority area
. In the Armenian Action Plan 8 anti-corruption measures were especially prioritized, including the provision of adequate investigation and prosecution of the corruption crimes, Criminal Code harmonization with the international standards, development of the judges’ and prosecutors’ Codes of Conduct,  defining the responsibility in the cases of false declarations of property and income by officials, increasing the judges’ salaries, etc. Almost all the measures indicated in this Action Plan are also included in the UN, Council of Europe Conventions on Criminal Law and Civil Law, and in GRECO and OECD recommendations.

7. In May, 2005 the RA signed the United Nations Convention Against Corruption (UNCAC)
, which was ratified by the RA National Assembly in October, 2006. The Convention relates to preventive anti-corruption measures, criminalization of corruption and law enforcement, international cooperation, restitution of assets, technical assistance and information exchange, as well as to the mechanisms for implementing the Convention provisions. In December, 2006, during the first meeting in Jordan where the states that ratified the UNCAC participated, a decision was taken on defining a monitoring mechanism comprising  both mandatory and voluntary provisions, and also establishing an international fund for legal experts, in order to develop a worldwide capacity building project for judicial and law enforcement bodies. On the preliminary stage of the monitoring implementation in accordance with the Convention requirements, Armenia will submit its self-evaluation report in compliance with the UN Convention Against Corruption, to the UN Office on Drugs and Crime, based on the questionnaires prepared by the latter.  

8. In March, 2006, the USA Millennium Challenge Corporation signed a five-year compact for 235.65 million US dollars with the Government of the Republic of Armenia. In May, 2006, the RA National Assembly ratified the agreement signed between the Government of the Republic of Armenia and the Millennium Challenge Corporation of the United States of America. According to the agreement, the RA Government is liable to fulfill its obligation related to the Millennium Challenge Account criteria. These are: (i) policies that promote democratic processes, enhance the legal/judicial systems and advance the increased involvement of the private sector in economy, (ii) poverty reduction through economic growth,  (iii) technical assistance processes wherein the involvement of the civil society representatives is expected in the process of making such decisions that affect their development, (iv) ensuring progress through fair elections, “open” economy and independent observers, citizens’ participation monitoring.  For the purposes of evaluating the performance of these criteria, the RA Government’s activities will be monitored in such areas as political rights and civil freedoms, anti-corruption supervision, governance efficacy, rule of law, as well as “public voice and accountability”, which constitute the fair governance indicators of the Corporation. 

9. Under the Individual Partnership Program with NATO, signed in December 2005, the RA Government has committed to participating actively in GRECO’s activities and implementing GRECO’s recommendations, implementing the ACSIAP, introducing a clear and transparent accountability mechanism to prevent and prosecute corruption on the part of state officials, improving the level of awareness about corruption by education and training of state officials.

10. A detailed description of the anti-corruption commitments undertaken by the Republic of Armenia through international treaties; the implementation status; the ongoing issues and recommendations towards their solution are presented in the corresponding sectoral chapters of this strategy.

11. Effective public administration, and particularly the fight against corruption, has been recognized as one of the top priorities in the RA domestic security strategy. Thus, the RA National Security Strategy stated that institutional reforms are aimed, in particular, at strengthening the democratic state, effective activities of public administration bodies, independence and fairness of the judiciary, increasing the role of the civil society in decision making and oversight processes, and strengthening the fight against corruption, particularly bribery.

12. In June, 2007, the RA Government, formed as a result of the 2007 elections of the National Assembly of the fourth convocation, having recognized that corruption and the existence of preconditions for it threaten the economic reforms, social and political stability, reiterated taking coordinated steps in the fight against corruption and fulfilling its commitments as one of its top priorities.

13. In April 2008, the RA National Assembly approved the program of the government formed after the February 29 [SHOULD BE 19], 2008 presidential election, where the fight against corruption is recognized as one of the most important components of state policy.
 The RA Government considers the full-fledged development of a multi-party system, which would allow for real political competition, to be one of the most important pre-conditions for an effective fight against corruption and ensuring the public’s trust. In the RA Government’s program, special attention is paid to bringing to light any cases of corruption discovered as a result of activities by law enforcement agencies. The RA Government outlined the main areas of ACSIAP: protection of human rights and liberties, increasing the effectiveness of state and local government bodies, informing the public about the fight against corruption, involving the civil society in the fight against corruption and increasing its effectiveness in this process, improving the public administration system, increasing the effectiveness of public participation in public administration, ensuring everyone’s equality before the law for all members of the society, including government officials, creating equal competition opportunities for all business entities and reducing the size of the shadow economy. The RA Government also pledged to fulfill its commitments stemming from Armenia’s membership in GRECO and OECD Anti-Corruption Network for countries with transition economies and from UNCAC, as well as to adopt legal acts stemming from these commitments.
14. Policy guidelines and targets for the development of an effective public administration system and the fight against corruption are the most important guarantee of the fulfillment of the RA Government’s anti-corruption commitments and the political will to implement the ACSIAP. In particular, in the newly elected RA President’s election campaign platform, the 2012 targets for the RA public administration system’s development are set at the current level of the new EU member-states, saying that by 2012 Armenia will surpass that level by internationally recognized criteria characterizing the public administration system. This political commitment lies directly in the basis of the formulation of this strategy’s goals and objectives. In particular, this is the principle used to select the targets for ACSIAP implementation goals.
� Action Plan of the Government of Armenia. Yerevan 2000, pp. 15-16, 24-25


� The Anti-Corruption Council chaired by the Prime Minister was established in 2001 to coordinate the implementation of the government’s anti-corruption policies.


� Adopted by the RA Government’s decree on the Anti-Corruption Strategy and Action Plan of November 6, 2003, decreeN 1522-N 


�Serzh Sargsyan, Pre-Election Platform. Presidential elections of 2008, p.18. 


� NA decision N-074 of April 30, 2008 on the Approval of the Programme of the Government of Armenia. 


� The President’s decree NH-37-N dated February 7, 2008 on approving the National Security Strategy of the Republic of Armenia (effective February 25, 2008). Approved at the session of the National Security Council on January 26, 2008. 


� � HYPERLINK "http://www.transparency.org/policy_and_indices/cpi" ��http://www.transparency.org/policy_and_indices/cpi� 


� � HYPERLINK "http://www.worldbank.org/wbi/governance/govdata" ��www.worldbank.org/wbi/governance/govdata� 


� � HYPERLINK "http://www.freedomhouse.org/template.cfm?page=47&nit=388&year=2006" ��http://www.freedomhouse.org/template.cfm?page=47&nit=388&year=2006� 


� CPI sources in 2007 were: ADB, AFDB, BTI, CPIA, EIU, FH, MIG, UNECA and GI, as well as IMD, PERC and WEF


� Except in 2001-2002


� CPI scores countries on a scale of 0 to 10, where 0 means highly corrupt and 10 means highly clean in terms of the perceived level of corruption. 


� The Control of Corruption Indicator (CCI) of the Word Bank Institute is based on a more comprehensive examination of governance indicators, which is drawn from 37 separate data sources constructed by 31 different organizations. Data is grouped by six main dimensions of governance: voice and accountability, political stability and absence of violence, government effectiveness, regulatory quality, rule of law and control of corruption. CCI includes control of corruption scores for 209 countries, for eight years (1996, 1998, 2000, 2002-2006). Control of Corruption Index measures the extent to which public power is exercised for private gain, including petty and grand forms of corruption, as well as “capture” of the state by elites and private interests. In 2006, based on 15 sources, CCI score of -2.5 indicates the worst control of corruption, while CCI score of 2.5 shows the best control of corruption. Countries are ranked on a scale of 0 to 100 percentiles on the basis of their CCI and other governance score. It is worth mentioning that these indicators are included in the conditionality for assessing the assistance provided to Armenia by the Millennium Challenge Account.


� In 2006, based on 15 sources, CCI score of -2.5 indicates the worst control of corruption, while the score of 2.5 shows the best control of corruption.


� Countries are ranked on a scale of 0 to 100 percentile, based on their CCI and other governance indicators.


� Governance matters VI: Aggregate and Individual Governance Indicators 1996-2006. pp. 76-93: � HYPERLINK "http://www.worldbank.org/wbi" ��http://www.worldbank.org/wbi�.


� Ibid


� Ibid


� In the data and information from these sources, corruption is measured both by subjective (perception of corruption, personal experience with corruption) and objective approaches (official assessment of the level of corruption). Studies conducted by international organizations cover both perception and personal experiences with corruption. In particular, the studies take into consideration the perceptions of experts (lawyers, economists, sociologists and others), as well as the personal experiences of other stakeholders, such as business owners and managers, individual entrepreneurs, accountants and others.


� The World Bank Institute’s Business Environment and Enterprise Performance Survey (BEEPS)  s a joint initiative of the World Bank and the European Bank for Reconstruction and Development. It examines the quality of governance, investment and competitive environments on the basis of a survey of about 20,000 business managers and owners in Eastern Europe, former USSR and Turkey. The survey covers the following areas: problems doing business, unofficial payments and corruption, crime, regulations and red tape, taxes, labor issues, firm financing, legal and judicial issues, and infrastructure. BEEPs indicators include corruption, capture of the state, lobbying and business environment. BEEPS has been published in 1999, 2002 and 2005, and covered 26 countries in transition and Turkey. The 2005 round of the BEEPS surveyed 200 Armenian firms – state sector (90%), private sector (10%), small (2-49 employees, 75.1%), medium (50-249 employees, 13.9%) and large (250 to 9,999 employees, 10.9%) enterprises in services (46.8%) and industry (53.2%) sectors. In addition, 151 manufacturing companies were also surveyed. � HYPERLINK "http://go.worldbank.org/RQQXYJ6210" ��http://go.worldbank.org/RQQXYJ6210�


� Armenia BEEPS-at-a-Glance. The World Bank. p. 4: � HYPERLINK "http://go.worldbank.org/RQQXYJ6210" ��http://go.worldbank.org/RQQXYJ6210�


� Corruption Perception in Armenia 2006. Center for Regional Development/ Transparency International Armenia. � HYPERLINK "http://www.transparency.am" ��http://www.transparency.am� p. 19


� Governance matters VI: Aggregate and Individual Governance Indicators 1996-2006. pp. 76-93: � HYPERLINK "http://www.worldbank.org/wbi" ��http://www.worldbank.org/wbi�


� Governance matters 2007. Worldwide Governance Indicators, 1996-2006. Country Data Report for Armenia, 1996-2006. p. 5: � HYPERLINK "http://www.worldbank.org/wbi/governance" ��http://www.worldbank.org/wbi/governance� 


� Assessment of Administrative Procedures ‎for Doing Business in Armenia. Part I. Summary, Background, and Overarching Issues. Foreign Investment Advisory Service a joint service of the International Finance Corporation and The World Bank. July 2004. p. 31


� Governance matters VI: 2007. Worldwide Governance Indicators, 1996-2006. Country Data Report for Armenia, 1996-2006. p. 5: � HYPERLINK "http://www.worldbank.org/wbi/governance" ��http://www.worldbank.org/wbi/governance�


� Armenia BEEPS-at-a-Glance. The World Bank. p. 6:  � HYPERLINK "http://go.worldbank.org/RQQXYJ6210" ��http://go.worldbank.org/RQQXYJ6210�


� Governance matters VI: Aggregate and Individual Governance Indicators 1996-2006. pp. 76-93: � HYPERLINK "http://www.worldbank.org/wbi" ��http://www.worldbank.org/wbi�


� Governance matters VI: Aggregate and Individual Governance Indicators 1996-2006. pp. 76-93: � HYPERLINK "http://worldbank.org/wbi" ��http://worldbank.org/wbi� 


� Anti-Corruption in Transition: Who is Succeeding… and Why? James Anderson and Cheryl Gray. The World Bank, 2006. p.9


� Corruption Perception in Armenia 2006. Center for Regional Development/ Transparency International Armenia. � HYPERLINK "http://www.transparency.am" ��http://www.transparency.am� p. 19: 


� Governance matters VI: 2007. Worldwide Governance Indicators, 1996-2006. Country Data Report for Armenia, 1996-2006. p. 6: � HYPERLINK "http://www.worldbank.org/wbi/governance" ��http://www.worldbank.org/wbi/governance�


� The Bertelsmann Transformation Index (BTI) is a global ranking process that measures each country’s state of democracy, market economy systems and quality of political management in 125 developing and transition countries. BTI is a product of the collaborative efforts of the Bertelsmann Foundation and the Center for Applied Policy Research (C.A.P) at Munich University. � HYPERLINK "http://www.bertelsmann-transformation-index.de/" ��http://www.bertelsmann-transformation-index.de/�  


� Bertelsmann Stiftung, BTI 2008 - Armenia Country Report. Gütersloh: Bertelsmann Stiftung, 2007:


� Corruption Perception in Armenia 2006. Center for Regional Development/ Transparency International Armenia. � HYPERLINK "http://www.transparency.am" ��http://www.transparency.am�. p. 15 


� Investment Climate Surveys. Country Profile. Armenia 2005  Survey. p. 13: � HYPERLINK "http://rru.worldbank.org/InvestmentClimate" ��http://rru.worldbank.org/InvestmentClimate�


� Assessment of Administrative Procedures f‎or Doing Business in Armenia. Part I. Summary, Background, and Overarching Issues. Foreign Investment Advisory Service a joint service of the International Finance Corporation and The World Bank. July 2004. p. 27 


� Armenia BEEPS-at-a-Glance. The World Bank. p. 13:  � HYPERLINK "http://go.worldbank.org/RQQXYJ6210" ��http://go.worldbank.org/RQQXYJ6210�


� The 2006 Annual Report. The RA Human Rights Defender’s 2006 Report, p. 104: � HYPERLINK "http://www.ombuds.am" ��http://www.ombuds.am�


� Ibid, p. 89


� Annual report on the RA Human Rights Defender’s Activities in 2004 and the Situation with Violations of Human Rights and Fundamental Liberties. p. 18 


The RA Human Right Defender’s 2005 Annual Report, p. 4: � HYPERLINK "http://www.ombuds.am" ��http://www.ombuds.am�


� Armenia BEEPS-at-a-Glance. The World Bank. p. 13:  � HYPERLINK "http://go.worldbank.org/RQQXYJ6210" ��http://go.worldbank.org/RQQXYJ6210�


� Corruption Perception in Armenia 2006. Center for Regional Development/ Transparency International Armenia. � HYPERLINK "http://www.transparency.am" ��http://www.transparency.am� p. 15: 


� Ibid 


� The 2006 Annual Report. The RA Human Rights Defender’s 2006 Report, p.89: � HYPERLINK "http://www.ombuds.am" ��http://www.ombuds.am�


� Anti-Corruption in Transition: Who is Succeeding… and Why? James Anderson and Cheryl Gray. The World Bank, 2006. p.18


� Governance matters VI: 2007. Worldwide Governance Indicators, 1996-2006. Country Data Report for Armenia, 1996-2006. p. 2: � HYPERLINK "http://www.worldbank.org/wbi/governance" ��http://www.worldbank.org/wbi/governance�


� The Corruption Index, included in the Nations in Transition report published annually by Freedom House since 1995, measures the level of corruption in the context of political rights and civil liberties. It covers electoral processes, civil society, independent media, governance, the constitutional, legal and judicial systems, and corruption. The Corruption Index measures the public perception of corruption, business interests that affect policy development, access to financial information and legislation on the conflict of interests, as well as the effectiveness of anti-corruption measures. � HYPERLINK "http://www.freedomhouse.org/template.cfm?page=47&nit=388&year=2006" ��http://www.freedomhouse.org/template.cfm?page=47&nit=388&year=2006�


� Like other factors, corruption is measured on a scale of 1 to 7, with 1 representing the best and 7 the worst situation..


� Country Report Armenia 2006. Freedom House. 2007. � HYPERLINK "http://www.freedomhouse.org/template.cfm?page=47&nit=388&year=2006" ��http://www.freedomhouse.org/template.cfm?page=47&nit=388&year=2006�


� Country Report Armenia 2006. Freedom House. 2007. � HYPERLINK "http://www.freedomhouse.org/template.cfm?page=47&nit=388&year=2006" ��http://www.freedomhouse.org/template.cfm?page=47&nit=388&year=2006�


� � HYPERLINK "http://www.freedomhouse.org/template.cfm?page=15" ��http://www.freedomhouse.org/template.cfm?page=15�


� The 192 countries and 18 regions measured in this survey are considered free, if their average PR and CL score is between 1.0 to 2.5; partly free, if the score is between 3.0 to 5.0; and not free – if the score is between 5.5 to 7.0 (on a scale of 1 to 7)


� � HYPERLINK "http://www.freedomhouse.org/template.cfm?page=140&edition=7&ccrpage=31&ccrcountry=109" ��http://www.freedomhouse.org/template.cfm?page=140&edition=7&ccrpage=31&ccrcountry=109� 


� Bertelsmann Stiftung, BTI 2008 - Armenia Country Report. Gütersloh: Bertelsmann Stiftung, 2007


� Media Sustainability Index 2006/2007.The Development of Sustainable Independent Media in Europe and Eurasia. IREX. � HYPERLINK "http://www.irex.org/msi" ��www.irex.org/msi�


� Corruption Perception in Armenia 2006. Center for Regional Development/ Transparency International Armenia. � HYPERLINK "http://www.transparency.am" ��http://www.transparency.am� p. 15 


� Assessment of Institutional Standing in the Field of Competition and State Aid. Armenian-European Policy and Legal Advice Centre (AEPLAC), July 2007, p. 27


� Business Climate, Productivity, and Competitiveness in Armenia: 2002-2005. Giuseppe Iarossi, Federica Saliola, Giovanni Tanzillo. July 11th, 2006. p. 17


� Investment Climate Surveys. Country Profile. Armenia 2005, Survey. p. 4: � HYPERLINK "http://rru.worldbank.org/InvestmentClimate" ��http://rru.worldbank.org/InvestmentClimate�


� Ibid, p. 4


� Bertelsmann Stiftung, BTI 2008 - Armenia Country Report. Gütersloh: Bertelsmann Stiftung, 2007


� Ibid


� Including: (i) Governance Matters VI: Aggregate and Individual Governance Indicators 1996–2006. Daniel Kaufmann, Aart Kraay, Massimo Mastruzzi. The World Bank. 2007. (ii) CIVICUS Civil Society Index. (iii) USAID NGO Sustainability Index, 2006. (iv) Freedom House Nations in Transit Index 2007, etc.


� Evaluation of USAID Armenia’s Civil Society and Advocacy Programs Final Report. David Hirschmann, Barbara Coe, Vahan Asatryan, Management Systems International. June-August 2007. p. 5


� Ibid 


� According to the RA Prime Minister’s Decision No. 44 of January 22, 2001, a Committee to Coordinate RA Government’s anti-corruption programs and activities was set up, chaired by the RA Prime Minister.


� With the World Bank’s support, first the RA Anti-Corruption Strategy Concept was developed, with the participation of local and international experts. It was followed by a draft RA Anti-Corruption Strategy, which was endorsed by the joint Anti-Corruption Task Force of international organizations in February 2003.


� Approved by the RA Government Decision No. 1522-N of November 6, 2003, “On RA Anti-Corruption Strategy and Its Implementation Action Plan”


� For details on international cooperation in the fight against corruption, see Section 1.3 of the Strategy


� RA President’s Order No. NH-100-N of June 1, 2004, “On Establishing an Anti-Corruption Council” (went into effect on June 10, 2004)


� See the RA Anti-Corruption Strategy Monitoring Commission’s Bylaws 


� RA Criminal Code, HO-528-N, passed on April 18, 2003 (went into effect on August 1, 2003)


� RA National Assembly’s Decision No. N-036-3 of October 8, 2003 “On the Ratification of the Convention on Laundering, Search, Seizure and Confiscation of the Proceeds from Crime (with Attached Statements)” (went into effect on August 7, 2004)


� Ratified by the RA National Assembly on May 23, 2003. [Check the reference numbers of the last two ratification documents]


� The RA Law on Combating the Legalization of Proceeds from Illegal Activities and the Financing of Terrorism (HO-13-N) was adopted on December 14, 2004 (went into effect on March 22, 2005)


� Assessment of Institutional Standing in the Field of Free Movement of Capital. Armenian-European Policy and Legal Advice Centre (AEPLAC), October 2007, Yerevan, p. 35


� The RA CB Board Decision No. 97 of March 3, 2005 “On Approving the Bylaws of the RA Central Bank’s Financial Monitoring Center” (went into effect on March 12, 2005)


� The RA CB Board Decision No. 442-N of December 17, 2002 “On Approving Regulation 5 “On Preventing the Circulation of Illegal Proceeds in Banks and Credit Organizations, as well as by Other Reporting Persons, and on Preventing Financing of Terrorism” and Approving the “Suspicious Transaction Reporting Form” and the List of Information Required by Banks to Open a Bank Account and the List of Information Required by Credit Organizations from Clients and Creditors” (went into effect on April 12, 2002) CHECK THE DATE


� The RA Law on Bank Secrets (HO-80) was adopted on October 7, 1996 (went into effect on October 14, 1996)


� Reporting forms for transactions that are required to be reported and for suspicious transactions, reporting procedures and deadlines were approved by the RA CB Board on February 20, 2007 (went into effect on May 12, 2007)


� The RA CB Board Decision of March 11, 2005 “On Approving the Three-Year Strategy of the RA CB Financial Monitoring Center” (went into effect on March 11, 2005)


� FMC’s structure is very simple. As of 2008, it has one director, three divisions and 14 employees. FMC’s budget for 2007 was 42,452,200 AMD. The regularly updated websites of the RA CB and FMC ( � HYPERLINK "http://www.cba.am" ��http://www.cba.am� and � HYPERLINK "http://www.cba.am/fmc/index.htm" ��http://www.cba.am/fmc/index.htm� ) ensure the transparency of legislation and activities in the area of countering ML/FT


� The RA President’s Order No. NK-38-A of February 22, 2007 “On Amending the RA President’s Order No. NK-1075 of March 21, 2002” (went into effect on February 22, 2007)


� The committee’s regulations were approved by the September 19, 2005 Protocol 2 of the permanent committee on the fight against counterfeiting, fraud with plastic cards and other means of payment, money laundering and financing of terrorism.


� Evaluation Report on Armenia: Joint First and Second Evaluation Round. Adopted by GRECO at its 27th Plenary Meeting. Strasbourg, 6-10 March 2006., p. 22


� The RA Law on Currency Regulation and Currency Control (HO-135-N), adopted on November 24, 2004 (went into effect on June 28, 2005)


� The RA CB Board’s Official Clarification No. 1 of February 7, 2007 “On Article 7.5 (1 prime) and Article 8 (1 prime) of the RA Law on Currency Regulation and Currency Control” (went into effect on March 11, 2007)


� Official Clarification No. 3 of the Head of the RA State Tax Service “On Currency Transactions in the Republic of Armenia” (passed on October 11, 2005, went into effect on November 11, 2005)


� The RA Law HO-136-N “On Amending the RA Code on Administrative Violations”, adopted on November 24, 2004 (went into effect on June 28, 2005)


� The RA Law “On the Central Bank of the Republic of Armenia” (HO-69), adopted on June 30, 1996 (went into effect on August 29, 1996)


� The RA Government Decision No. 607-N of May 5, 2005 “On Authorized Agencies for the Implementation of Requirements of the RA Law on Currency Regulation and Currency Control” (went into effect on June 28, 2005)


� The RA Law HO-150-N “On Payment Systems and Payment Service Organizations”, adopted on November 24, 2004 (went into effect on June 28, 2005)


� The RA Law “On the Central Bank of the Republic of Armenia” (HO-69), adopted on June 30, 1996 (went into effect on August 29, 1996), Article 5, Part 1


� Assessment of Institutional Standing in the Field of Free Movement of Capital. Armenian-European Policy and Legal Advice Center (AEPLAC), October 2007, Yerevan, p. 5


� The RA Law “On the Central Bank of the Republic of Armenia” (HO-69), Article 20


� 


� The RA CB Board Official Clarification No. 1, of July 1, 2003 “On the Application of Part 3.6 of the Procedures for Classification of Loans and Accounts Receivable of Banks Operating on the RA Territory and Formation of Reserves for Potential Losses, Approved Jointly by the RA CB and RA MFE”.


The RA CB Board Official Clarification No 2, of July 30, 2003 “On the Application of Parts 2.5 and 5.1 of the Procedures for Classification of Loans and Accounts Receivable of Banks Operating on the RA Territory and Formation of Reserves for Potential Losses, Approved Jointly by the RA CB and RA MFE”.


The RA CB Board Official Clarification No 3, of August 12, 2003 “On the Application of Parts 2.7 and 3.6 of the Procedures for Classification of Loans and Accounts Receivable of Banks Operating on the RA Territory and Formation of Reserves for Potential Losses, Approved Jointly by the RA CB and RA MFE”.


The RA CB Board Official Clarification No 6, of April 13, 2004 “On the Application of Parts 2.7 and 3.6 of the Procedures for Classification of Loans and Accounts Receivable of Banks Operating on the RA Territory and Formation of Reserves for Potential Losses, Approved by the RA CB Board Decision No. 63, of April 23, 1999 (Jointly with the RA MFE)”.


The RA CB Board Official Clarification No 8, of June 15, 2004 “On the Application of Parts 2.7 and 3.6 of the Procedures for Classification of Loans and Accounts Receivable of Banks Operating on the RA Territory and Formation of Reserves for Potential Losses, Approved Jointly by the RA CB and RA MFE”.


� The RA CB Official Clarification No. 1, of February 18, 2004 “On Application of Part 4.4 of Annex 1 Approved by the RA CB Board Decision No. 277N of August 12, 2003”.


The RA CB Official Clarification No. 2, of February 18, 2004 “On Application of Part 4.5 of Annex 1 Approved by the RA CB Board Decision No. 277N of August 12, 2003”.


The RA CB Official Clarification No. 5, of April 13, 2004, “On Application of Part 19 of Regulation 3 on Bank Reports, Their Submission and Publication, Approved by the RA CB Board Decision No. 126N of March 25, 2003”.


The RA CB Official Clarification No. 5, of April 13, 2004, “On Application of Parts 7, 14, 18,19, 20, 22 and 25 of Regulation 3 on Bank Reports, Their Submission and Publication, Approved by the RA CB Board Decision No. 126N of March 25, 2003”.


The RA CB Board Official Clarification No. 4, of  March 16, 2004 “On Application of the RA CB Board Decision No. 401N on Amending the RA CB Board Decision No. 126N of March 25, 2003”


� The RA CB Board Official Clarification No. 7, of June 15, 2004 “On Application of Article 20, Part 2(h) of the RA Law on Banks and Banking Activities”.


The RA CB Board Official Clarification No. 2, of May 23, 2006 “On Some Provisions of the RA Law on Banks and Banking Activities”.


� The RA CB Board Official Clarification No. 10, of October 26, 2004 “On Application of Some Rules from Regulation 8 on Currency Regulation and Currency Control in the RA, approved by the RA CB Board Decision No. 88 of April 2, 2002”.


The RA CB Board Official Clarification No. 1, of February 7, 2007 “On Article 7, Parts 51 and 81 of the RA Law on Currency Regulation and Currency Control”.


� The RA CB Board Official Clarification No. 2, of November 4, 2005 “On the Application of Some Provision of the RA Law on Payment Systems and Payment Service Organizations”.


� The RA CB Board Official Clarification No. 9, of October 12, 2004 “On Application of Part 5 of the Guidelines on Acquisition of Controlling Shares in a Bank or Assuming a Managerial Position, Approved by the RA CB Decision No. 114N of March 25, 2003”.


� The RA CB Board Official Clarification No. 2, of June 12, 2007 “On Part 5 of the Report 66.4-2 MA of Securities Market Regulations Approved by the RA CB Board Decision No. 713N of December 5, 2006”.


� The RA CB Board Official Clarification No. 1, of February 14, 2006 “On Application of Instructions about Accounting for the Financial-Economic Activities of Insurance Companies, Account Plan and Its Use, and of Instructions on Financial Reporting Forms”.


� The RA CB Board Official Clarification No. 1, of February 16, 2005 “On Informing the Depositors about the Conditions and Procedures of Guaranteeing the Reimbursement of Bank Deposits by Physical Persons”.


� The RA CB Board Official Clarification No. 3, of November 21, 2006 “On Article 6 of the RA Law on Bank Secrets”.


� The RA CB Board Official Clarification No. 11, of December 24, 2004, “On Ensuring the Use of Social Security Card Numbers in the Banking System”.


� The RA Government Decision No. 635-N of May 15, 2003 “On Approving the Composition and the Schedule of Activities of the Working Group Responsible for Drafting the RA Tax Code” (went into effect on July 5, 2003)


� The RA Government sent the draft Tax Code to the National Assembly on December 29, 2007. Draft No. K-203-29.12.2007-TH-010/0


� On May 17, 2008, the National Assembly decided to postpone the inclusion of the draft Tax Code into its agenda by sixty days


� The RA Law on Taxes (HO-107) was adopted on April 14, 1997 (went into effect on May 30, 1997)


� The RA Law on Amending the RA Law on Taxes (HO-53-N) was adopted on December 25, 2003 (went into effect on January 25, 2004)


� Ibid.


� The RA Law on Taxes (HO-107), Article 2


� The RA Law on Amending the RA Law on Tax Service (HO-53-N) was adopted on November 5, 2003 (went into effect on December 27, 2003)


� The RA Law on Tax Service (HO-407) was adopted on July 3, 2002 (went into effect on November 12, 2002), Article 431


� The RA Government Decision No. 1624-N of October 10, 2002 “On Approving the Code of Conduct by Tax Service Employees” (went into effect on November 12, 2002)


� The RA Government Decision No. 696-N of May 24, 2007 “On Approving the 2007-2009 Three-Year Program for the Development of RA Tax System” (went into effect on July 5, 2007)


� Assessment of the Administrative Capacities of the Republic of Armenia State Tax Service (based on the criteria system approved by the European Commission). Executive Summary of the Report. Armenian-European Policy and Legal Advice Centre (AEPLAC), February 2008, Yerevan, p. 3


� The RA Law on Amending the RA Criminal Code (HO-145-N) was adopted on June 15, 2006 (went into effect on July 22, 2006)


� The RA Criminal Code, Article 205


� The RA Criminal Code, Article 206


� The RA Criminal Code, Article 189


� The RA Government Decision No. 696-N of May 24, 2007 “On Approving the 2007-2009 Three-Year Program for the Development of RA Tax System” (went into effect on July 5, 2007)


� Assessment of the Administrative Capacities of the Republic of Armenia State Tax Service (based on the criteria system approved by the European Commission). Executive Summary of the Report. Armenian-European Policy and Legal Advice Centre (AEPLAC), February 2008, Yerevan, p. 3


� Assessment of Institutional Standing in the Field of Free Movement of Capital. Armenian-European Policy and Legal Advice Centre (AEPLAC), October 2007, Yerevan, pp. 2-4


� The RA Law on Auditing Activities (HO-512-N) was adopted on December 26, 2002 (went into effect on March 12, 2003)


� The RA Government Decision No. 123-N of February 3, 2005 “On Approving the Procedures For Auditors’ Qualification Exams and the Exam Program” (went into effect on March 14, 2005)


� The RA Government Decision No. 499-N of April 21, 2005 “On Approving the Code of Conduct for Auditors” (went into effect on May 28, 2008)


� The RA Government Decision No. 509-N of April 21, 2005 “On Approving the Audit Standards” (went into effect on June 4, 2005)


� The RA Law on Licensing (HO-193) was adopted on May 30, 2001 (went into effect on August 8, 2001)


� The RA CB Board Official Clarification No. 2, of June 12, 2007 “On Part 5 of the Report 66.4-2 MA of Securities Market Regulations Approved by the RA CB Board Decision No. 713N of December 5, 2006”


� The RA Law on the Protection of Economic Competition (HO-112) was adopted on November 6, 2000 (went into effect on December 15, 2000)


� The RA Law on Amending the RA Law on the Protection of Economic Competition (HO-107-N) was adopted on February 22, 2007 (went into effect on April 14, 2007)


� Ibid.


� Ibid.


� Ibid.


� The RA Law on Amending the RA Law on the Protection of Economic Competition (HO-29-N) was adopted on December 25, 2003 (went into effect on February 14, 2004)


� Ibid


� The RA Law on Amending the RA Law on the Protection of Economic Competition (HO-91-N) was adopted on May 4, 2005 (went into effect on June 18, 2005)


� The Committee’s annual programs and reports can also be found on the Committee’s official website: � HYPERLINK "http://www.competition.am" ��http://www.competition.am� 


� � HYPERLINK "http://www.competition.am" ��http://www.competition.am� 


� Assessment of Institutional Standing in the Field of Competition and State Aid. Armenian-European Policy and Legal Advice Centre (AEPLAC), July 2007, pp. 4-5


� The RA Government Decision No. 994-N of August 8, 2003 “On Approving the Poverty Reduction Strategy Program (went into effect on September 27, 2003)


� The RA Government Decision No. 1030-N of August 14, 2003 “On Approving the 2004-2006 State Mid-Term Expenditure Review (went into effect on September 18, 2003)


The RA Government Decision No. 985-N of June 17, 2004 “On Approving the 2005-2007 State Mid-Term Expenditure Review (went into effect on July 27, 2004)


The RA Government Decision No. 777-N of June 1, 2005 “On Approving the 2006-2008 State Mid-Term Expenditure Review (went into effect on July 12, 2005)


The RA Government Decision No. 774-N of June 8, 2006 “On Approving the 2007-2009 State Mid-Term Expenditure Review (went into effect on July 1, 2006)


The RA Government Decision No. 738-N of June 21, 2007 “On Approving the 2008-2010 State Mid-Term Expenditure Review (went into effect on July 17, 2007)


� The RA Law on Budgetary System (HO-137) was adopted on June 24, 1997 (went into effect on August 21, 1997)


� [I THINK THIS SHOULD HAVE BEEN DELETED FROM THE PREVIOUS VERSION, SINCE IT HAS NOTHING TO DO WITH THE SUBJECT]


� Summaries of quarterly reports on RA community budget implementation for 2004-2007 are published on the following website: � HYPERLINK "http://www.mfe.am/mfearmweb/petgandzham/hamajnqibjuge.htm" ��http://www.mfe.am/mfearmweb/petgandzham/hamajnqibjuge.htm� . The RA State Statistics Service publishes a database of public finance statistics based on state and community budget implementation reports provided by the RA Ministry of Finance and Economy and reports of the RA Social Security Fund’s budget implementation provided by the Fund. The database is published on the following website: � HYPERLINK "http://www.armstat.am/Arm/Publications/2007/Finansner_07/Finansner_07_1.pdf" ��http://www.armstat.am/Arm/Publications/2007/Finansner_07/Finansner_07_1.pdf� 


� The official website of the RA regional administration system can be found at http://www.region.am


� The RA Government Decision No. 2159-N of December 9, 2005 “On Approving RA Accounting Standards” (went into effect on January 30, 2006)


� The RA CB Board Official Clarification No. 1, of February 16, 2005 “On Informing the Depositors about the Conditions and Procedures of Guaranteeing the Reimbursement of Bank Deposits by Physical Persons”


� The RA CB Board Official Clarification No. 3, of November 21, 2006 “On Article 6 of the RA Law on Bank Secrets”


� The RA Government Decision No. 393-N of April 10, 2003 “On Approving the Program of Second Generation of Reforms in the Public Sector Accounting and Treasury Systems” (went into effect on May 8, 2003)


� The RA Law on Accounting (HO-515-N) was adopted on December 26, 2002 (went into effect on February 22, 2003)


� The RA Law on Amending the RA Law on Accounting (HO-190-N) was adopted on December 14, 2004 (went into effect on January 1, 2005)


� I THINK THIS STAYED FROM THE PREVIOUS VERSION, BUT NEEDS TO BE DELETED, AS IT HAS NOTHING TO DO WITH THE SUBJECT


� The RA Government Decision No. 1376-N of September 17, 2004 “On Approving the Strategy for the Development of an Internal Audit System for the RA State and Local Government Bodies, their Institutions and State and Community Non-Commercial Organizations” (went into effect on October 28, 2004)


� Order No. 934-N of the RA Minister of Finance and Economy, of December 30, 2002 “On Approving the Procedures of Internal Audit in RA State and Local Government Bodies and their Institutions” (went into effect on February 27, 2003)


� Order No. 23-N of the RA Minister of Finance and Economy, of January 20, 2004 “On Amending the RA MFE Order No. 934-N of December 30, 2002” (went into effect on February 28, 2004)


� XXX


� Draft RA Law on Internal Audit, Draft No. K-224-18.02.2008-FN-010/1, was adopted in the first reading by the National Assembly on April 10, 2008


� The RA Government Decision No. 333-N of February 24, 2005 “On Amending the RA Government Decision No. 1460-N of July 11, 2002” (went into effect on April 21, 2005)


� The RA Law on Control Chamber (HO-4-N) was adopted on December 25, 2006 (went into effect on June 17, 2007)


� The RA Government Decision No. 1690-N of September 24, 2004 “On Increasing the Effectiveness of Public Procurement Process” (went into effect on December 28, 2004)


� The RA Law on Procurement (HO-160-N) was adopted on December 6, 2004 (went into effect on January 1, 2005


� The RA Civil Code (HO-239) was adopted on May 5, 1998 (went into effect on January 1, 1999)


� Decision of the RA Minister of Finance and Economy No. 426-N of April 25, 2005 “On Establishing the Grounds and/or Documents for Procurement from One Person” (went into effect on May 26, 2005)


� The RA Government Decision No. 2274-N of September 8, 2006 “On Approving the Procedures for Determining All the Possible Participants Eligible to Participate in Procurements Related to State or Official Secrets” (went into effect on January 26, 2006)


� Decision of the RA Minister of Finance and Economy No. 718-N of July 14, 2006 “On Approving the Procedures for Developing the Annual Inventory of Public Procurement by RA State Bodies Unrelated to State and Official Secrets and Submitting It to the RA MFE” (went into effect on August 25, 2006)


� Decision of the RA Minister of Finance and Economy No. 1166-N of November 2, 2005 “On Approving the List of Participants Who Are Not Eligible to Participate in the Procurement Process” (went into effect on November 2, 2005)


� The RA Government Decision No. 137-N of January 26, 2006 on “Approving the Strategy for Introducing an Electronic Procurement System” (went into effect on March 10, 2006)


� The RA Government Decision No. 275 of March 31, 2001 “On Approving the State Program on Introducing a System of Property and Income Declaration by RA Citizens”  (went into effect on April 11, 2001)


� The RA Law on Property and Income Declaration by RA Citizens (HO-164-N) was adopted on July 7, 2006 (went into effect on August 19, 2006)


� The RA Government Decision No. 27 of January 14, 2002 “On Approving the Forms for Declaration of Property and Income by RA State Officials and Their Dependents, Procedures for their Submitting and Filing” (went into effect on February 5, 2002)


The RA Government Decision No. 1289 of December 27, 2001 on “Submitting the Information on State Officials Who Files Property and Income Declarations to the RA State Tax Service” (went into effect on January 18, 2002)


� Decision of the RA Ministry of State Revenues No. 02/1996 of January 18, 2002 “On Approving the Letter of Instructions on Some Issues Related to the Declaration of Property and Income by RA State Officials” (went into effect on February 16, 2002)


� The RA Government Decision No. 555-N of April 19, 2007 “On Approving the Procedures for Considering the In-Kind (Non-Monetary) Income of Physical Persons in Their Gross Income and reflecting the In-Kind (Non-Monetary) Income or Claims in Physical Persons’ Declarations of Property and Income, and Establishing the Timeframe for Keeping the Declarants’ Personal Files” (went into effect on June 10, 2007)


� The RA Government Decision No. 304 of April 14, 2002 “On Approving the Forms with Information from Property and Income Declarations by State Officials and Their Dependents that Are Subject to Publication and Procedures for Filling Them Out” (went into effect  on April 12, 2002)


Decision of the RA State Tax Service No. 03/13-N of May 27, 2003 “On Providing the Media with Statements about Information Contained in Declarations Submitted in Accordance with the RA Law on Property and Income Declaration by State Officials” (went into effect on June 26, 2003)


� The RA Government Decision No. 1067 of November 5, 2001 “On Authorized RA Government Body in Charge of implementing the property and income declaration process, envisaged by the RA Law on Property and Income Declaration by State Officials”(went into effect on November 14, 2001)


� The RA Government Decision No. 696-N of May 24, 2007 “On Approving the 2007-2009 Three-Year Program for the Development of RA Tax System” (went into effect on July 5, 2007) 


� The RA President’s Decree “On the Order of Organizing the Activities of the Republic of Armenia Government and Its Subordinate State Governance Agencies”, NH-174-N, 18.07.2007. 


� The word “international” is used in the sense that these documents are defined by appropriate conventions and agreements that have been ratified by the RA NA and have been legally recognized as an integral part of the RA legislation.


� RA Government’s Program of Activities. Yerevan, 2000, pp. 15-16, 24-25 


� The RA Government’s Decision No. 994-N, of August 8, 2003 “On Approving the Poverty Reduction Strategy Program” (went into effect on September 27, 2003)


� The RA Government Decision No. 1522-N of November 6, 2003 “On the RA Anti-Corruption Strategy and Its Implementation Action Plan” (went into effect on December 20, 2003)


� http://www.greco.coe.int


� Ibid.


� http://www.oecd.org/corruption/acn


� http://www.oecd.org/document/35/0,2340,en_2649_34857_37846947_1_1_1_1,00.html


� http://www.oecd.org/document/35/0,2340,en_2649_34857_37846947_1_1_1_1,00.html


� http://www.aeplac.am/pdf/enp_ap_arm.pdf


� http://www.unodc.org/pdf/crime/convention_corruption/signing/Convention-e.pdf


� The Individual Partnership Program between the Republic of Armenia and NATO was signed on December 16, 2005


� The RA President's Order No. NH-37-N of February 7, 2007 “On Approving the RA National Security Strategy” (went into effect on February 25, 2007). Approved by the RA President’s National Security Council during its January 26, 2007 session.


� The RA National Assembly's Decision No. N-013-4 of June 26, 2007 “On Approving the RA Government’s Program” (went into effect on July 14, 2007)


� The RA national Assembly's Decision No. N-074 of April 30, 2008 “On Approving the RA Government’s Program”
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