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CHAPTER III. MAIN MEANS FOR THE FIGHT AGAINST CORRUPTION
3.1© Means for the Prevention of Corruption
1. Means for the prevention of corruption are aimed at reducing corruption possibilities (risks), particularly making public servants more law-abiding, increasing the control over state and public finance management and public procurement, expanding the civil society involvement in decision-making and improving access to public information. 

2. Corruption prevention means are mandatory components of public administration and regulation, and they are aimed at strengthening the transparency, openness and accountability of state agencies.
Honesty in Public service
3. The establishment and development of an honest public service is an especially important means of prevention of corruption; this is done by means of consolidating the public service system, staffing the public service with high quality specialists, improving the professional abilities of public servants and offering them training, introducing a system of remuneration and incentives, and regulating the public servants’ codes of conduct and conflicts of interests.
4. In the Republic of Armenia, public service is defined as the implementation of the powers bestowed upon the state by laws. 
 Moreover, public service includes implementation of policy by state and local self-governance bodies, state service, community service, as well as civil work in state and local self-governance bodies. 

5. State service includes civil service and special services, such as defense, national security, police, tax, customs and rescue services and state service in the National Assembly staff, other bodies of the executive branch of power, as well as diplomatic and other services defined by law.
 Community service is regulated by the RA Law on Community Service (passed in 2005).
 

6. The civil service system is open in its structure. One can enter or leave the system on every level of civil service positions. Access to the system is open to any persons, who meets the requirements set out in the job description for the given position (position’s passport), on the basis of competition made up of two phases – a test and an interview. Civil servants are promoted by means of a system of attestation, parallel to the growth of their professional abilities and knowledge, as well as by competitions for the available vacancies.
7. The same principles, with some variations, are also present in the special state services and the community service systems, with consideration given to the specifics of each of the services. In particular, entry to and promotion within the special state service is done from the lower ranks of the service, while professional career growth within the system is achieved through internal competitions and attestation. For some services, appointments are made by heads of these services.
8. Civil service is managed and organized by the Civil Service Council (CSC) and chiefs of staff. In particular, CSC is responsible for organizing competitions to fill vacancies in top and chief groups of civil service positions, attestations and exams; it also defines norms of ethics for civil servants and coordinates the activities of ethics committees. Chiefs of staff are responsible, within the scope of their powers, for managing the day-to-day operation of their specific organization, and they are held liable for not following the laws, other legal acts, decisions of the founder and of heads of their state body, and of their organization’s bylaws, or for following them improperly. In special state services, the role of chief of staff is limited by law to the authority over civil servants working in the system.
 Community service is managed and organized by the RA government.
9. In the current phase of public administration reforms, the creation of a consolidated public service system faces a number of challenges. Thus, the scope of public service has not been unified and consolidated by law; some types of public service carried out by state non-commercial or state commercial organizations are not regulated by state service principles. Possibilities of moving from one type of service to another are not regulated properly, and criteria for public servants’ knowledge, years and types of experience are not identified and streamlined. Requirements for political and discretionary positions, as well as for certain other services are not properly regulated. On the whole, staff management capacity in public administration bodies remains weak, which hinders the development of a merit-based professional service system.
10. In order to staff the civil service with high quality specialists, the legislation has defined appropriate standards, requirements and restrictions. Civil service positions, which are filled on the basis of competition, are classified in top, chief, leading and junior groups of positions.
11. Appointments to top positions in civil service are made by the head of the relevant state body. As an exception, chiefs of staffs of RA ministers are appointed or dismissed by the RA government, while chiefs of staffs of public administration bodies under the government and of marzpetarans (governors’ offices) are appointed or dismissed by the RA Prime Minister. Moreover, every civil servant gets a relevant civil service rank. 

12. Competitions to fill civil service vacancies and attestation of civil servants are administered by relevant committees made up of representatives of the relevant body, CSC and academic institutions. Civil society organizations are not included in civil service competition and attestation committees.
13. Appointments to civil service positions are made by head of the relevant body or by chief of staff, depending on the group the position in question, from among candidates who have scored at least the minimum passing grade in the testing and interview phases of a competition to fill a specific civil service vacancy. However, the last phase of the process, i.e. the appointment, is not fully regulated, there are no clearly defined criteria for selection and appointment, which leaves room for discretion and subjective approach. Moreover, the system for candidate evaluation is based mostly on testing the level of their knowledge. Evaluation procedures to be applied during interviews are also not clearly defined.
14. The same shortcomings exist in the process of promotion of state servants and evaluation of different levels of professional aptitude. Attestation continues to remain the main method for such evaluation. In addition, attestation does not identify state servants’ training needs, which limits attestation’s role in the process of increasing the staff members’ qualifications.
15. Regular staff rotation is used in some types of state service in order to limit employees’ involvement in corruption agreements. This is regarded as a key preventative measure in the fight against corruption. Nevertheless, international experience shows that the effectiveness of this method is rather limited.

16. Issues related to the improvement of professional qualifications and training of state and community servants are regulated by law; in particular, civil servants are required to undergo training at least one in every three years. Mandatory training programs mainly cover constitutional provisions and provision of laws that apply to civil service and the specific sector where the trainee is working. Since 2006, CSC has incorporated management skills modules in mandatory training programs.
17. The institutional system of professional improvement and training is decentralized and implemented by structures within various agencies. Despite the fact that Armenia has training programs, trainers and the necessary institutional capacity for the training of state and community servants, the training policy is essentially limited to two-week courses on basic legal provisions, while the teaching of appropriate professional skills and abilities remains unsatisfactory. Moreover, training courses and programs do not cover the legal restrictions that apply to state and community servants, as well as provisions regulating their conduct. They also do not cover elements of the country’s anti-corruption policy.
18. The systems of remuneration and incentives for state and community servants are regulated by laws covering the relevant services. Thus, for remuneration and incentives for civil servants, legislation sets an official base salary
 and a remuneration scale by groups and sub-groups of positions, with consideration given to servants’ professional abilities and experience.

19. The civil service remuneration system is made up of basic and additional salary. A bonus fund is set up by law every budget year, with bonuses paid out at the end of the year. Some public administration bodies have off-budget resources defined by law; in particular, these resources are used for providing incentives to state servants working in these bodies. Even though this approach improves the living standards of state servants working in bodies with off-budget resources, such a system creates unequal conditions for servants in a consolidated state service system and gives rise to additional corruption risks. 

20. The system of remuneration of a civil servant is not directly related to the quantity and quality of work performed by that that servant. The current attestation system is not connected to changes in the level of remuneration.
21. Legislation has established different remuneration regimes and scales for certain types of special state services. The tax and customs services have adopted the remuneration principles and mechanisms that apply to civil servants, but the official base salary and the relevant coefficients used in the remuneration scale are significantly different. The level of remuneration of special state servants in law enforcement agencies is also higher then than that of civil servants. Wages for persons in political and discretionary positions are defined by law.

22. The official base salary for civil servants has been steadily increasing every year. Nevertheless, public sector salaries continue to remain significantly (five to ten times) lower than the salaries for equivalent positions in the private sector,
 which, on the whole, hinders the efforts to attract highly qualified specialists into state service and contributes greatly to the existence of corruption risks in public sector.
23. Issues related to social security of servants in law-enforcement agencies and the defense system are regulated by law. Nevertheless, some social security issues of civil servants and special state servants, particularly those related to pensions, life and health insurance and social protection, have not been resolved yet.
24. Thus, the following is necessary in order to create a consolidated public service system, to staff it with high quality specialists, to improve the servants’ professional abilities and to provide them with training, and to develop remuneration and incentives systems: 

· Consolidate the legislative regulation of all types of public service by extending it to services provided by state commercial and non-commercial organizations, and establishing common principles of regulating the rights and responsibilities of public servants, recruitment, promotion and dismissal, codes of conduct and conflicts of interests;
· Introduce mechanisms for public services quality control and evaluation by establishing indicators and procedures for quality of public services, in accordance with international standards, including deadlines for transactions and operations, and minimum thresholds for operational costs, citizens’ perception of service quality and citizens’ satisfaction;
· Introduce an effective consolidated public service management institute by establishing the goals and functions, the scope of power, accountability and procedures for an authorized body for the consolidated public service;
· Reduce the role of political officials in the creation of a professional staff and in discretionary decisions made by a single person by consolidating the procedures for hiring state servants on the basis of competition and recognizing the chief of staff of the relevant body as a person responsible for filling the vacancy in that particular body;
· Reduce the corruption risks in public service recruitment procedures by outsourcing the organizational work for the testing and knowledge evaluation phase, recognizing the qualification certificates in the relevant area issued by relevant research and educational institutions, decentralizing the interview phase of candidates’ selection to relevant public administration bodies, and introducing a grading system for interview results evaluation and a system where the winning candidate is selected by a collective body;
· Increase public servants’ level of accountability by introducing an integrated system of remuneration, incentives and promotion based on performance evaluation;
· Consolidate the training programs for state and community servants by including courses on restrictions on state servants’ activities, regulations on codes of conduct and conflicts of interests, effective communication, service provision, freedom of information, anti-corruption measures and other similar subjects in mandatory training programs;
· Reduce the corruption risks related to state and community service functions by offering special courses on the means of prevention, investigation and prosecution of corruption, organizing educational programs and using detailed guidelines on state and community service procedures;
· Increasing the competitiveness of remuneration in public service by developing a medium and long-term policy for remuneration of state and public servants;
 

· Introduce adequate incentive and responsibility mechanisms in public service areas with particularly high corruption risks by establishing particularly favorable conditions for remuneration, material and moral incentives in the judiciary, prosecutorial, tax, customs, police and national security services and for some political and discretionary positions, and adequate control mechanisms and particularly strict responsibility, as well as using off-budget resources for remuneration and incentives in the medium-term. 

25. Best international experience
 shows that in order for regulation of codes of conduct for officials and conflict of interests and for a system of declaration of interests to work effectively in countries in transition, it is necessary to have relevant legislation, to define appropriate sanctions for breaking the laws regulating codes of conduct and conflict of interests and to apply them consistently, to define clearly the range of officials included in the system of declaration of interests, and to have practical bodies ensuring an effective implementation of the system.
26. There is no common regulation of conduct of public servants and conflict of interests in various parts of state and community services; these issues are regulated by laws applying to individual services. Moreover, there are no conflict of interest criteria and procedures for enforcing the law.
27. Civil servants’ code of conduct is regulated by the RA Law on Civil Service. In particular, the law imposes certain restrictions on civil servants’ activities that could involve conflict of interests. For example, civil servants may not engage in other paid work, except for research, teaching and creative activities, they may not personally engage in entrepreneurial activities, represent third persons in their relations with their place of work, use their official position in the process of performing their official duties to protect the interests of political parties and non-governmental organizations, receive honorariums for publications or speeches made as part of their official duties, make use of material, financial and information resources and other state property and official information for purposes not related to their work, receive gifts, money or services for performing their official duties, and to engage in property transactions with close relatives as representatives of the state. If a civil servant holds ten more percent of shares in a commercial organization’s statutory capital, then he or she is required to give it to trust managing immediately after assuming his/her civil service position. However, civil servants may receive income from their property, but they may not participate in the company’s management. Civil servants are not allowed to work under direct supervision of close relatives. The law also contains a number of restrictions applying to the period after a person leaves civil service.
28. Legislation regulating other types of state service essentially reflects the main conflict of interests provisions of the civil service law. Moreover, there are additional restrictions and rules of behavior for law-enforcement officers, which are peculiar to the sector. At the same time, the peculiarities of diplomatic service, state service in the National Assembly staff, and customs and tax services are not taken into consideration in codes of conduct and conflict of interests provisions that apply to their servants.
29. The segmentation of state service laws results in different approaches to restrictions on servants’ activities in some similar services. For example, tax service employees may not be members of political parties, while there is no such restriction on customs service employees, who are also involved in the revenue collection process.
30. Provisions on restrictions on community servants’ activities are mainly in tune with the provisions that apply to civil servants. Codes of conduct of high-ranking officials in political, discretionary and other state positions, and matters related to conflict of interests are not regulated.
31. Situation describing conflict of interests, procedures for settling conflict of interests, relevant regulatory bodies and specific sanctions for violating the restrictions. It is not clear which public administration body is to control the application of restrictions and to apply sanctions.
32. The RA Judicial Code establishes codes of judicial conduct, placing the responsibility to stay away from conflict of interests on judges. Rules of ethics and conflict of interests restrictions for judges are comprehensive; they provide detailed regulation of judges’ activities both in judicial processes and outside of work. Mechanisms for the implementation of rules of ethics and appropriate sanctions for violating these rules are established. The RA Law on Prosecutor’s Office contains similar norms and provisions for prosecutorial service.
33. Acting within the scope of its powers as defined by law, CSC has established Rules of Ethics for Civil Servants. Pilot ethics committees have been established in the RA ministries of labor and social affairs, healthcare, education and science to develop mechanisms for applying the rules of ethics, to ensure that these rules are followed and to apply the requirements of the law. The establishment of these committees was a joint effort of the RA Public Administration Reforms Commission and the RA CSC. However, CSC has not been persistent in the development of these ethics committees and their capacity building, a well as in expanding this experience to other public administration bodies. Even though non-governmental organizations have expressed an interest in getting involved in ethics committees, their role in these committees remains limited.
34. Thus, there are no common professional ethics rules for civil servants and no single body overseeing their application. The RA State Tax Service has a complaints committee that meets every week and discusses disciplinary complaints. Ethics commissions exist in the judiciary and prosecutorial bodies.
35. The institute of public servants’ declaration of interests is mainly limited to the legal requirement for officials to declare their property and income. Thus, a legal provision requiring RA citizens to declare their property and income has been introduced. The RA Law on Declaration of Property and Income by Physical Persons, 
 passed in 2006, establishes procedures for declaration of property and income by state officials in 2008 and the following years. The law also defines the property and income of physical persons, including officials and persons related to them, subject to declaration, the list of related persons, sanctions for not following the declaration requirement, etc. Moreover, officials are required to continue declaring their property and income for five years after leaving office, while related persons are required to continue declaring their property and income for two years after their related official leaves office.
36. The thresholds on the value of property subject to declaration, established by law, do not apply to state and civil servants. Declaration of property and income by officials combines declaration of income from the point of view of tax obligations and declaration of both property and income from the point of view of identifying any conflict of interests and cases of corruption. 

37. Declaration of property and income, required by law, and oversight over this process is carried out by the RA Government’s State Tax Service (STS).
 STS has limited capacity and resources to verify the accuracy of declarations of property and income submitted by physical persons, while the required methodology and procedures have not been developed yet. STS collects the relevant information, but its accuracy is not verified and is it is not checked against other sources, it is not analyzed from the point of view of illegal income and property acquisition and is not provided to law-enforcement agencies for further use and analysis. The collected information is also not checked against other conflict of interests components. Moreover, the law establishes a wide range of declarants, which does not allow the relevant authorities to focus on high-ranking officials.
38. Legislation has defined procedures for publishing the information contained in declarations of property and income submitted by state officials and persons related to them.
 In particular, limited information from declarations of property and income can be provided to mass media with circulation of 3000 and more, whereas such information is not directly available for electronic media. On the whole, mechanisms for publishing the information from declarations of property and income, submitted by state servants, and for making this information available to the public are not sufficiently transparent.
39. The RA Prime Minister’s Decision No. 656-N of September 7, 2006 established an extensive list of activities aimed at implementing the provisions of the RA Law on Declaration of Property and Income by Physical Persons. In particular, the lists calls on the RA Government to adopt decisions “On Procedures to Verify the Existence of Property Subject to Declaration by Physical Persons, and the Property Rights to It, or to Justify the Source and Amount of Income”, and “On Approving the List of Data from Declarations Subject to Release and on Providing that Data to Mass Media Registered in Accordance with RA Legislation”. However, the RA Government has not adopted these decisions yet.
40. Under the 2007-2009 RA Tax System Development Program,
 the RA Government plans to introduce a system of declaration of property and income by physical persons during 2008 by carrying out some preparatory work, developing a draft law on tax control of physical persons’ property and income subject to declaration and other related secondary legislation in this area, as well as by carrying out an educational campaign on declaration of property and income by physical persons. The Government also plans to create an information database on the declarants’ property and income, create comparative and classifying standards, and develop programs for information received from third persons.
41. Thus, the following is necessary for the regulation of public servants’ codes of conduct and conflict of interests, consistent application of codes of conduct and strengthening of the institute of declaration of interests by state officials:
· Consolidate the legislative regulation of public servants’ codes of conduct and conflict of interests by establishing common principles and rules of conduct for persons in political, discretionary and other public service positions, setting sanctions for breaking specific codes of conduct,
 and including the current system of property and income declaration by state officials into a common system for declaration of interests;
· Introduce particularly strict rules and procedures for regulating the conduct and conflict of interests in public services with higher corruption risks by identifying the interests in the judiciary, prosecutorial, tax, customs, police and national security services, as well as for political and certain discretionary positions, reducing the scope of authorized conflict of interests, toughening the rules and restrictions on giving and receiving gifts, prohibiting the engagement in other activities, encouraging and protecting those people who report codes of conduct violations and conflicts of interests;
· Optimize public servants’ declaration of interests by introducing a differentiated system of declaration for officials in political, discretionary, leadership and top positions, top and leading positions, positions in services with higher corruption risks and performing functions with higher corruption risks, and for public servants who are not involved in decision-making processes;

· Introduce a decentralized institutional model for an effective management of public servants’ codes of conduct and system of declaration of interests by defining the objectives and functions, responsibilities, accountability and procedures of the central authorized body, establishing an ethics committee in every state body, and recognizing the chief of staff
 as an official who is responsible for introducing codes of conduct in the given organization, creating and keeping a register of declarations of interests, controlling the adherence to procedures, and preparing reports on ethics and conflict of interests issues.
· Strengthen the capacity of those who are responsible for issues related to public servants’ codes of conduct and declaration of interests in state and community bodies by developing practical guidelines on declaration of interests, codes of conduct and norms of ethics and related procedures, reporting of violations, cases and facts, investigation and sanctions, and by organizing training.
· Ensure the transparency and openness of declaration of interests by public officials by posting the declarations of interests, including property and income declarations of persons in political, discretionary and leadership positions in state service and in top positions in civil service on official websites of the relevant agencies, and by publicly reacting to citizens’ questions or media publications about declaration of interests by officials.

Public Finance Management
42. Public finance management reforms in Armenia are aimed at increasing the fiscal discipline and the effectiveness of financial allocations and operations.
43. In the recent years, the Republic of Armenia has significantly improved fiscal discipline, mainly thanks to structural reforms and procedural improvements. Completeness of the budget has improved significantly. The financial flows in the state budget are managed by the state treasury system, which ensures the accountability of public finance management. Organizations financed by the state budget are also accountable for every off-budget financial flow – both expenditures and revenues. The body, which is authorized to manage public finances, summarizes the reports submitted to it on a quarterly basis. State budget also includes foreign loans and budget support grants. However, finance management in state non-commercial organizations, which are also accountable for their financial operations, is done outside of the budget management system, which limits the level of their accountability and makes it difficult for state non-commercial organizations to have a complete picture of their own revenues and expenditures.
44. In 2003-2007, the level of fiscal discipline transparency also increased: state budget has become more transparent, the quality and accessibility of budget documents, financial reports and audit have improved, and a budget guide for citizens was introduced in 2003. On the whole, public access to main information about public finance is on a high level. Thus, the law requires
 to present budget documents to the public within three days of submitting them to the parliament. The law also requires to publish quarterly state budget plans and quarterly reports on budget implementation. Financial reports of organizations financed from the state budget are also subject to mandatory publication. Also published are the government’s report on state budget implementation and external audit results. Announcements about procurement contracts exceeding the base unit for public procurement (one million drams) are published in the Republic of Armenia Official Procurement Bulletin.
 Moreover, the authorized body publishes announcements about all public procurement contracts on the official procurement website. Nevertheless, organizations providing public services with state budget means are not required by law to publish information about financial resources and the way they are spent.
45. The process of strategic planning is considered to be important in terms of accountability and transparency of public finance management. Units that have expenses are required to develop programs containing strategic elements. The authorized state body in charge of state finance management has developed a number of strategic planning indicators, including on objectives, preliminary results and other components, which creates preconditions for introducing the planning process. Nevertheless, the existing strategic programs, on the whole, contain a number of significant shortcomings: no tangible, achievable and measurable expected outcomes and no indicators to measure them have been established, which limits mid-term accountability. Moreover, there are mainly no baselines describing the current situation and targets, which are necessary to public finance planning; this makes it impossible to assess the effectiveness of these plans.
46. The issue of accountability and transparency of the state budget planning process is also important. In this regard, methodological instructions given by the authorized state body in charge of finance management to institutions involved in the budget development process need to be improved. They still do not sufficiently emphasize the requirement to have measurable and observable indicators, as well as monitoring plans in budget requests. Moreover, the methodological instructions do not adequately require to delineate the scope of organizational responsibility for the budget implementation process, especially in the case of state non-commercial organizations and other delegation of budget allocations. The methodological instructions also do not require the requesters to indicate the risks in their requests.
47. Armenia has made progress in terms of managing the expenditures in the process of budget implementation. The state treasury system oversees the expenditures and liabilities, which has resulted in a decrease in operational costs and payment delays; in turn, this has increased the budget’s reliability and controllability. Consistent application of legislation has resulted in a significant improvement to the legality of regulation and transparency of budget review and amendment process. Nevertheless, the system of expenditures in Armenia is not completely electronic yet, while some of the Treasury’s important operations are not automated and are paper-consuming.
48. Accounting and reporting, internal control, audit and monitoring mechanisms are especially important for preventing corruption in the public finance management system.
49. The Republic of Armenia Government continues to introduce GFS 2001 indicators for budget classification and IPSAS indicators for accounting and reporting, which will make it possible to continue to improve the organization of the budget and transparency of reporting. Nevertheless, the transparency of state non-commercial organizations’ reporting system remains limited.
50. Armenia currently has an overblown oversight system, inherited from the Soviet times, which is focused on operation and is characterized by numerous overlaps of functions and a great number of inspections. This unnecessarily increases oversight costs. In this regard, continuous improvement and development of an internal audit institute (a decentralized public finance oversight system) is especially timely. The Republic of Armenia government has implemented a number of initiatives in the past years, thus establishing the necessary preconditions for internal audit and its monitoring. For example, internal audit procedures for RA state and local self-government bodies and their subordinate organizations have been developed and introduced.
 The RA Government has consistently amended the legislative regulation of internal audit in the public sector and brought it in compliance with international standards.
 The RA Government has assigned responsibility for financial-economic oversight of non-commercial state organizations to authorized state bodies involved in general management, particularly to their internal audit units.

51. In September 2004, the RA Government approved a strategy for the development of an internal audit system for RA state and local self-government bodies, their subordinate organizations and state and community non-commercial organizations,
 with the aim of regulating the main problems in the area of internal audit of state and local self-government bodies, their subordinate organizations and state and community non-commercial organizations, and bringing them in compliance with the international standards for internal audit of public sector. Under the strategy, the financial oversight unit within the state authorized body in charge of state finance management has been reorganized into an internal audit evaluation and financial oversight unit,
 whose role is to coordinate the process of development of the internal audit system, organize educational programs in the internal audit system, develop methodological guidelines, evaluate the quality of internal audit in state bodies, thus ensuring a smooth transition from a strict mechanism of deep financial control to a decentralized internal audit system.
52. The strategy for the introduction of a system of education, continuous retraining and qualification of public finance management specialists, approved in 2008, is aimed at ensuring that chief finance officers, accountants and internal auditors in the public sector have the required professional skills. The continuous process of increasing the qualification is required for all specialists in the public finance management system; they are required to take appropriate courses at least once every three years. The qualification of public sector accountants, auditors and procurement specialists is carried out by the authorized state body in charge of public finance management, by means of tests. However, the qualification process described in the strategy is not in compliance with the best international experience in that area, according to which the qualification process should be entrusted to an independent self-regulated professional organization.
53. In April, 2008, the RA National Assembly passed in the first reading a draft Law on Internal Audit,
 with the aim of expanding the scope of application of internal audit, increasing the credibility of internal audit, introducing provisions on risk assessment and risk management, as well as to increase the level of independence of chief auditors and to introduce qualification requirements for internal auditors that are in tune with international standards. 

54. On the whole, internal audit functions are not adequately performed at present. Even though internal audit officers in all state bodies prepare audit plans and reports, internal audit is mainly limited to the examination of the appropriateness of functions. The professional skills and experience of internal auditors, as well as the level of their independence, remain unsatisfactory. Approaches based on risk assessment are not used by internal auditors in practice, and processes of consistent application of internal audit evaluation and reporting are not satisfactory. At the same time, in order to ensure the continuity of improvements to public finance oversight, it is important to lighten gradually the heavy burden of inspections and to move from a financial control mechanism to a decentralized system of internal audit.
55. The Republic of Armenia Control Chamber is the highest external audit body for public finance in Armenia. The independent status of the Control Chamber is enshrined in the Constitution. The coverage of audit carried out by the Chamber is continuously widening, which creates a possibility for following the legal requirement of auditing all bodies subject to audit at least once every three years. The authority of the Control Chamber increased by law in 2006,
 allowing the Chamber to involve independent auditors, experts and consultants in its activities. However, the Chamber currently carries out mainly functional audit, which is not in tune with international standards; the main reason for this is the unsatisfactory level of the relevant institutional and professional capacities. The existing audit methods do not provide an opportunity to implement proportionally the financial, compliance and effectiveness elements of audit.
56. The RA Control Chamber presents its annual report every June, before the discussion of the RA Government’s annual report on state budget implementation in the RA National Assembly. However, official reactions to the RA Control Chamber’s report on audit results are limited; sometimes these reactions come in late, they are not complete and, mainly, do not mention any changes.
57. The RA National Assembly’s standing committee also play an oversight role in public finance management. However, many aspects of public finance management are actually outside of the RA NA’s attention, the oversight is not consistent, is not adequately deep and complete. As a result, the legislature performs its key balancing role in the budget process only partially.
58. The following is recommended in order to prevent corruption risks in public finance management sector:
· Improve the RA Government’s accountability before the legislative branch of power by providing the NA standing committees with a clear power to request current budget reports from relevant executive bodies responsible for budget implementation in their sectors and areas,  improving the procedures of NA standing committees, as well as by developing their professional capacities;
· Increase responsibility and accountability for budget allocations by improving budget document preparation procedures, and by including detailed information on organizations receiving delegated budget allocations, as well as about financing contracts between primary and delegated recipients of budget allocations;
· Increase the public finance management discipline and transparency by introducing a mandatory requirement for organization providing public services with state budget money to publish reports on their financial resources and expenses, and expanding the public participation in the discussions of the draft state budget and the RA Government’s report on state budget implementation in the National Assembly;
· Increase public finance planning accountability in the mid-term by establishing baselines describing the current situation, targets and indicators, tangible, achievable and measurable expected results in strategic programs, improving the methodological instructions for the budget development process, including monitoring plans and monitored indicators and risks in budget requests, and establishing clear scope of responsibility in the budget implementation process;
· Improve the functions and procedures for state budget expenditure management by improving business processes, clearly delineating staff responsibility, introducing monitoring, control and reporting procedures and a comprehensive and reliable data management system, and having a complete electronic management system in the treasury system;
· Increase the level of accountability of state non-commercial organizations’ financing, as well as of providing subventions by establishing reporting requirements by non-financial, content-performance-based indicators for services;
· Ensure continuous improvement of public finance oversight by lightening the heavy inspection burden, and moving from a centralized financial oversight mechanism to a decentralized system of internal audit;
· Consolidate the internal audit system by introducing financial, functional compliance and effectiveness audit and risk assessment methods and procedures in the internal audit practice, increasing the quality of internal audit plans and reports, increasing the level of auditors’ professional capacity, experience and independence, bringing the auditors’ professional qualifications criteria in compliance with international standards, and bringing the qualification process in compliance with the best international experience;
· Develop an external audit system in the public sector by strengthening the institutional and professional capacity of the RA Control Chamber, reviewing the professional qualification criteria for the Control Chamber’s members and staff,  introducing audit methods and procedures that are in tune with international standards, developing and introducing financial, functional compliance and effectiveness audit methods that are in tune with international standards, and having a stricter control over mandatory official reactions to RA Control Chamber’s audit reports.
Public Procurement System
59. The Republic of Armenia legislation regulates the relationships related to the procurement of goods, work and services by state and local self-government bodies, state or community institutions, the RA Central Bank, state or community non-commercial organizations or organizations where the state or communities have more than 50 percent of the shares. Legislation also defines the main rights and responsibilities of the parties in such relationships.
 Secondary legislation clarifies grounds for procurement from a single source,
 procedures for determining who should participate in the procurement containing state or official secrets,
 procedures for creating an inventory for public procurement that does not contain state or official secrets;
 lists of entities, who have no right to participate in the public procurement process, have been published regularly,
 etc. However, the legislation and procedures contain a number of gaps. For example, there are no bid evaluation criteria that are not based on price, and there are clear procedures for preliminary screening.
60. The process of regulation of the public procurement process is coordinated by the authorized state body in charge of public finance management, which provides methodological support and guidelines to procurement officers and is called to ensure the transparency and openness of the procurement process by means of the official procurement bulleting and an official procurement website
 and public announcements. In particular, the official procurement bulletin contains all laws and secondary legislation that applies to the public procurement system, calls for bids, bid results, as well as announcements on the signing of procurement contracts as a result of the bid or on canceling the competition. However, bulletins are published as the relevant information becomes available, rather than on a regular basis.
61. In 2000, the RA Government established the State Procurement Agency (SPA) to have a centralized procurement process;
 in 2002, the agency became a state non-commercial organization, whose head is appointed by the RA prime minister. There are no procedures related to qualification requirements for SPA’s head or staff members. 

62. SPA’s main goals and objectives are to procure goods, works and services for state needs, in cases and in accordance with procedures defined by law, by means of bids and other ways of procurement. SPA is also authorized to make procurement for communities and legal entities, in accordance with procedures defined by law and contracts signed with local self-government bodies or legal entities. SPA’s functions mainly include: accepting and registering the bids and price quotes in accordance with the established procedures, applying procedures defined by law to those participants of the procurement process, who have taken illegal actions, taking measures to ensure the right to equal participation in procurement and the openness of the procurement process, establishing commissions for accepting bids and price quotes, organizing their activities and dissolving these commissions, signing a contract with the winning bidder, as well as reviewing the letters, applications and complaints received by SPA with a view of addressing the violations and problems raised in them.
 Since 2005, SPA has an internal oversight unit, which does not have sufficient capacity to conduct high-quality internal audits.
63. The capacity to have an adequate procurement process in the RA communities, especially in rural communities, is extremely unsatisfactory because of the lack of appropriate professional qualifications and skills. At the same time, local self-government bodies do not always use SPA’s paid services when organizing a procurement process.
64. Legislation requires procurement specialists to undergo training and retraining and to have their qualification examined at least once every three years. However, this process does not take place properly in practice. The issue of providing public administration bodies with procurement specialists is expected to be addressed as part of the strategy to introduce a system of education, continuous training and qualification of public finance management specialists, approved in 2008. At the same time, the problem of high-quality procurement specialists in RA communities remains open.
65. Bids (competition) commissions are the most important organizational part of the public procurement process. They are formed by heads of organizations desiring to procure goods or services. SPA is represented in a bid commission by the commission secretary, who is responsible for ensuring compliance with legal requirements and procedures. In this regard, the commission secretary’s professional abilities are extremely important for making sure that the procurement process is organized properly. There are no legal requirements or procedures for commission members to declare conflict of interests, which threatens the competitive environment and creates corruption risks.
66. Citizens’ complaints, suggestions and applications about the public procurement process are reviewed by the state authorized agency in charge of public finance management, which also monitors the public procurement process, including SPA’s activities. At the same time, complaints about the procurement process are not reviewed by the organization procuring the goods or services, which would make it possible to react to complaints more effectively, thus reducing their number and the likelihood of them being contested in courts.
67. The strategy to introduce an electronic procurement system, approved in 2006,
 is aimed at increasing the effectiveness of state expenditure management, increasing its transparency, encouraging competition and reducing corruption risks in the budget process.
68. The effectiveness of introducing an electronic procurement system is currently limited by a lack of appropriate procedures and by institutional capacity, including a lack of experienced specialists in the use of an electronic procurement system, as well as by low access to telecommunications and electronic communications in Armenia, especially in marzes and rural communities. SPA’s status makes it impossible to apply the requirements for a specialized service, particularly ethics and conflict of interests rules. SPA’s employees are not civil servants.
69. Even though the legal and institutional frameworks for public procurement have been established, the level of perceived confidence towards public procurement remains unsatisfactory.
 

70. The following is recommended in order to prevent corruption in the public procurement system, and to ensure the transparency and openness of the procurement process in 2008-2012:
· Strengthening the institutional capacity of authorized state bodies engage in public procurement by establishing a specialized unit in charge of initiating, operating and developing an electronic procurement system, providing high-quality specialists, modern communication technologies and adequate powerful means of communication, reviewing the State Procurement Agency’s status, establishing qualification requirements for SPA head and staff members, introducing a system of education, training and qualification for procurement specialists, developing rules of conduct and conflict of interests for agency’s employees, and establishing strict control over adherence to state procurement procedures;
· Ensure the openness and transparency of public procurement by introducing an electronic procurement system, improving the legislation and procedures that regulate the public procurement system, including bid evaluation procedures, non-price criteria and preliminary screening procedures, providing information by electronic means, in the most common international languages, ensuring the participation of foreign organizations in the procurement process, publishing annual reports on public procurement and organizing regular press conferences on public procurement;
· Ensure control over the adherence to public procurement procedures by increasing the quality of audit parallel to the decentralization of the procurement process and establishing individual responsibility for heads of various agencies for following the procurement deadlines and procedures, improving procurement plans, establishing a legal requirement or procedures for bid commission members to declare conflict of interest, establishing procedures for organizations procuring goods or services to review complaints about the procurement process, and reducing the need to contest procurement decisions in courts;
· Help create a favorable environment for lawful public procurement by encouraging types of competition and various organizations’ participation in bids, increasing the confidence towards bid commissions and ensuring competitive environment for public procurement.
71. Combating money laundering and financing of terrorism (ML./FT). Legislation has clarified, regulated and institutionalized the mechanisms to combat the acquisition of property and income by means of illegal transactions. Thus, the RA Criminal Code criminalized the legalization of illegal proceeds, i.e. money laundering (Article 190).
 In 2003, the Republic of Armenia ratified the Strasbourg Convention on Laundering, Search, Seizure and Confiscation of the Proceeds from Crime (adopted on November 8, 1990),
 The Palermo Convention Against Transnational Organized Crime (adopted on December 12, 2000) and the UN Convention for the Suppression of the Financing of Terrorism (adopted on December 9, 1999, in New York).

72. 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 a number of other legal acts were amended. The 2004 ML/FT law is the main legal instrument to combat ML/FT in Armenia, which is mainly 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 RA.
73. In May 2008, the RA Law on Combating Money Laundering and Financing of Terrorism (the 2008 ML/FT law) was adopted.
 The 2008 ML/FT law introduces a number of key changes. In particular, it provides a legal definition of a person with political influence, expands the range of persons that are required to submit reports, and defines high and law risk criteria; transactions involving persons with political influence or persons related to them are considered high-risk transactions. The 2008 ML/FT law also clarifies and expands the range of transaction and business relationships subject to reporting, bringing it in compliance with FATF standards. In particular, the new law removed a provision of the 2004 ML/FT law, according to which a money transfer in the amount of less than five million drams, made by a physical person working outside of Armenia for personal, family and other such reasons, was not considered suspicious.
74. The law clarified the relationship between the authorized body in charge of combating ML/FT and other bodies, particularly law-enforcement agencies, and issues related to the protection of information related to suspicious transactions. Control over adherence to the requirements of the law has also been regulated, and responsibility for not following the requirements of the law has been toughened significantly.
75. In order to make the fight against ML/FT more effective and coordinated, the RA Central Bank (RA CB) Board decided in March 2005 to establish the RA CB’s Financial Monitoring Center (FMC),
 which examines suspicious transactions and is authorized to advice 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.

76. On the basis of FMC’s conclusion, the RA CB forwards the information about suspicious transactions to the RA Prosecutor General’s office. Currently, FMC receives about 150 reports on transactions subject to mandatory reporting
 per day and about 2-3 reports on suspicious transactions per month. This information is entered into FMC’s database. In 2006-2007, the RA CB sent 12 cases examined by FMC to the RA Prosecutor General’s office. In March 2005, the RA CB Board approved FMC’s three-year strategy,
 which outlines the main areas of FMC’s activities, its objectives, expected results and their monitoring indicators, resources and timetable of activities.
77. FMC’s current priorities include, in particular, raise public awareness of ML/FT, developing anti-ML/FT cooperation with national and international organizations, effectively enforcing ML/FT legislation, FMC’s capacity building,
 etc.
78. According to the RA Law on Operative-Investigative Activities, bodies engaged in operative-investigative activities are allowed to acquire information about bank and other types of accounts (deposits) from banks and other financial institutions, and to monitor constantly financial transactions without the knowledge of the people involved in these transactions as long as they have an appropriate court decision (Article 34).
79. 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 self-government bodies and officials, and to order expert analysis thereof.

80. The following is planned in 2008-2012 in order to prevent ML/FT and to identify corruption in that area:
· Continue to improve the RA ML./FT legislation by bringing it in compliance with international standards, taking into consideration the best international and national experience, and establishing a register of persons with political influence;
· Strengthen FMC’s institutional capacities by providing it with modern information technologies, modern research and monitoring tools and software, as well as by continuously increasing the qualifications for FMC’s staff and regularly updating FMC’s official website;
· Strengthen the RA CB’s institutional capacity in combating ML/FT by means of carrying out an audit of RA CB’s oversight functions, including compliance, as an authorized body in charge of anti-ML/FT activities;
· Increase the effectiveness of investigating ML/FT cases by establishing cooperation procedures between various agencies, including the RA CB, FMC and criminal prosecution bodies. 

Public Reporting
81. A number of steps have been taken to establish, introduce and develop public reporting on the organization, activities and decision-making processes in various level of public administration. One of the most important initiatives was the adoption of the RA Law on Freedom of Information, which regulates the relationships related to freedom of information, defines the responsibilities of entities that possess information to ensure access to it, as well as procedures, ways and conditions for acquiring information. 

82. Opportunities to apply the freedom of information law have been supplemented with a number of related laws and government decisions.
 Administrative and criminal sanctions have been established for officials for refusing to provide the information required by law, or providing incomplete or distorted information, documents or materials related to a person’s lawful interests.  

83. Other initiatives include a pilot program in social ministries to introduce “Guidelines/Regulations of Services Provided to Citizens” 
 – a new thinking and a new culture. Public information centers/reception rooms have been established in the RA Government’s Building No. 3, and in the Tavush and Gegharkunik marzpetarans. These initiatives are in tune with the “one-stop-shop” principle and the creation of public reception rooms in local self-government bodies and anti-corruption public reception rooms in Yerevan and Syunik, created with support of the OSCE Yerevan office.
84. The establishment of information centers/reception rooms gives the relevant agencies an opportunity to make their work with citizens easier, to regulate their meetings with the necessary officials and to get preliminary information from citizens about their concerns. At the same time, the final results of activities of information centers and public reception rooms are difficult to predict, because their full operation requires a clarification of administrative procedures facilitating the public’s contacts with decision-making bodies, consistent development of information centers and citizens’ reception rooms and allocation of resources from the state budget. 

85. Publication of reports on their activities is essential from the point of view of ensuring public reporting by state bodies. Currently, only a few organizations follow this principle. Among them are the RA ministries of education and science, transport and communication, and justice. Their websites contain annual reports on these ministries’ activities.
86. On the whole, despite the existing progress, civil society and business circles are concerned about access to information.
 There are still numerous obstacles that essentially hinder public reporting and effective communication with the public. In some cases, official information is not available to the public. In many cases, state and local self-government bodies avoid publishing information in their possession at least once a year by posting it on their websites or announcement boards, or by any other available means. Publication of information required by the RA Law on Freedom of Information, as well as publication of annual and current reports on activities of various bodies, is not done on a sufficient level. In many cases, the existing official websites serve to advertise the particular agency rather than to provide information that is necessary to the public. The development and dissemination of regulations and information bulletins on the available services, with the purpose of increasing the public awareness, is done irregularly and without coordination. 
87. Secondary legislation required by the RA Law on Freedom of Information has not been passed since the adoption of the law. Procedures for providing information to citizens, as well as for collecting, classifying and preserving of information have not been adopted. As a result, there have even been court decisions by which courts have refused citizens’ lawful demand to receive information. 

88. Based on the need to ensure public reporting on the organization, activities and decision-making process in public administration bodies for the prevention of corruption, the following is recommended:
· Ensure a principle of openness of report on activities of public administration bodies by publishing reports that include information about the organization of all state and local self-government bodies, their policies, activities of their leaders, services provided to citizens, reported corruption cases, possible corruption risks and threats, publishing action plans and reports on a regular basis (at least once a year), using and encouraging public supervision mechanisms;
· Improve the legislation that regulates public reporting by state and local self-government bodies by adopting secondary legislation required by the RA Law on Freedom of Information, procedures for providing information to citizens, procedures for collecting, classifying and preserving of information, and administrative procedures for communication with the public, and by means of introducing the practice of “citizens’ rules” containing the standards for services provided to citizens;
· Strengthen the capacity of structural units that facilitate communication with the public by establishing public relations units in state and local government bodies, information centers and citizens’ reception rooms, providing them with at least the minimal technical and human resources, developing internal and external communication strategies, providing education and training to employees, introducing electronic information systems, integrating with electronic government systems, allocating the required resources from the state budget;
· Increase public awareness by means of working with citizens and setting up feedback mechanisms, organizing various activities, forming public opinion, developing and providing to citizens printed and electronic information about public services, regularly updating the website of state and local self-government bodies with anti-corruption information;
· Increase the effectiveness of the citizens-government contacts by reducing the subjective human factors in the process of responding in a timely and complete fashion to citizens’ requests and applications, by processing requests more quickly, reducing the number of duplicate applications and complaints, and responding online to letters sent through official websites.
Private Sector
89. 84 percent of companies in Armenia are unhappy with legislative and administrative regulation in the country.
 On the whole, the legislation regulating business in Armenia is satisfactory, but the laws are not enforced properly. The main factors hindering business in Armenia is the unequal treatment of companies by the authorities and unfair competition. The large volume of shadow economy in Armenia leads to bug expenses related to the fulfillment of administrative regulatory requirements, in the form of both official and unofficial payments, with instability of the state policy on the business sector and peculiar working style and faults of tax and customs bodies.
90. Because of a high level of corruption, companies carry out a significant part of their activities in the shadow. Legislative amendments are rarely presented to the public before coming into effect. The bureaucratic procedures of contract negotiations between foreign investors and state bodies are complex and time-consuming, since contracts are supposed to be approved by several ministries. Corruption continues to affect the business sector.

91. The RA Law on the Protection of Economic Competition was adopted in 2000; at the same time, the State Committee for the Protection of Economic Competition was established. In 2001, the Committee already started examining cases.
92. Armenia occupies one of the last places among CIS countries in terms of issues related to business transparency, particularly company registers and openness about founders and shareholders. The quality of companies’ financial reports is still low as well. Given the fact that legislation on securities is faulty, the Law on Joint-Stock Companies and other laws regulating the sector are the most serious shortcomings in terms of corporate governance. Even though the law requires all companies to prepare their reports in accordance with the Republic of Armenia Accounting Standards, the requirements of these standards do not comply with international requirements and these reports are prepared mainly for tax purposes.
93. The RA law on Joint-Stock Companies, as well as other legislative documents related to the business sector, do not regulate issues of honesty/diligence in the work of commercial organizations, codes of behavior for entrepreneurs and other employees and restrictions related to conflict of interests. The RA Chamber of Commerce and Industry does not take any steps to encourage honest commercial practices. In addition, laws regulating commercial transactions are faulty, which results in many contracts being agreed on in a less formal way.
94. The following is recommended to reduce the supply of corruption in Armenia’s private sector, based on the need to prevent corruption in the private sector:
· Strengthen the prevention of corruption supply in the private sector by introducing international accounting and audit standards, applying civil, administrative or criminal penalties for a failure to meet these standards, ensuring equal conditions for competition, strengthening the capacity and expanding the authority of the State Committee for the Protection of Economic Competition, improving tax and customs administration, and increasing public sector’s anti-corruption awareness;
· Ensure honesty/diligence in the work of private organizations by adopting and adapting International Chamber of Commerce (ICC) rules of conduct and recommendation for combating corruption,
 developing standards and procedures based on the said rules and recommendations, and by establishing rules of conduct and rules for preventing conflict of interests;
· Encourage cooperation between commercial organizations and the state by applying honest commercial practices in contractual relations, developing company ratings, establishing prizes for honest businesses, involving business sector representatives in the anti-corruption council, introducing electronic governance systems in the relations between state officials and businesses, and making use of “hotlines”; 

· Implant corporate governance principles by separating and clarifying by law the relations between owners and executive directors, establishing the official responsibilities and accountability of boards of directors, evaluating the activities of businesses, ensuring openness, and establishing preliminary screening criteria for public procurement, which are based on audit results.
· Strengthen the capacity of the RA Chamber of Commerce and Industry and other organizations representing business interests by developing cooperation with the International Chamber of Commerce, reducing corruption supply in the private sector, adopting the best international experience, organizing study tours for employees and private sector representatives, and offering educational and training courses on corporate governance.
3.2© Criminalization of Corruption and Law-Enforcement Activities
95. Main priorities in the criminal of corruption in Armenia include: establishing a range of corruption crimes in tune with internationally accepted approaches, clarifying the definitions of certain crimes, regulating the issues of adequate punishment and statute of limitation, issues related to the protection of witnesses, experts, victims and informants, effectiveness of preliminary investigation of corruption crimes, capacities of law-enforcement agencies, and cooperation between law-enforcement agencies and civil society institutions.
96. The Republic of Armenia has ratified the main international conventions and agreements establishing the standards for criminalization of corruption. In order to bring the RA legislation in compliance with their provisions,
  a number of amendments were made in the RA Criminal Code (CC).
 However, despite the significant steps towards criminalization of corruption, taken in the recent years, it is necessary to continue bringing the Armenian legislation in compliance with the provisions of international documents.
97. A clear definition of actions constituting corruption and comprehensive legislative regulation of these matters determine, to a significant extent, the effectiveness of the fight against corruption. Moreover, it is important that legal definitions of crimes be fully understandable and not subject to different interpretations by law-enforcement agencies and the public, including the criminals and their victims. Defining the corruption crimes, types and severity of punishment by law (criminalization) makes it possible to outline the directions, principles and goals of the state’s penal policy development and implementation. 

98. Currently there is a number of crimes that are considered corruption crimes. Thus, the RA Criminal Code, adopted in 2003, criminalizes both taking a bribe (Article 311) and giving a bribe (Article 312). Taking a bribe by an official is defined as “taking a bribe by a state official, personally or through a mediator, in a form of money, property, property rights, securities and other benefits, for taking or not taking an action within his/her authority in favor of the briber or the person he/she represents, or for using his/her official position to contribute to such action or inaction, or for offering protection or connivance as a service (Article 312). 
99. For the purpose of this crime definition, officials are: (1) persons performing the functions of a representative of the authorities, permanently, temporarily or by special authorization, and (2) persons performing organizational/managerial, administrative/economic functions (permanently, temporarily or by special authorization) in public administration bodies, local self-government bodies, their subordinate organizations, as well as in the Republic of Armenia armed forces, other troops and military units of the Republic of Armenia (CC, Article 308, Part 3).
100. With the amendments adopted in 2003, the Criminal Code expanded the substance of definition of bribe giving and taking, adding the words “receiving other benefits” to the words “money, property, property rights and securities.” Moreover, Part 5 of Article 311 was repealed, which used to allow officials to accept property, property rights or other property benefits in the amount not exceeding five times the minimum wage, without prior agreement. Definition of crimes of giving bribes to officials, taking bribes by officials and mediating a bribe were also expanded to cover officials from foreign and international organizations.
 

101. Giving a bribe to an official is defined as “promising, offering or giving to a state official, personally or through a mediator, money, property, property rights, securities and other benefits, for taking or not taking an action within his/her authority in favor of the briber or the person he/she represents, or for using his/her official position to contribute to such action or inaction, or for offering protection or connivance as a service  (Article 311). Moreover, the amendments adopted on December 5, 2006
 criminalized not only giving a bribe, but also “promising or offering” a bring, which is a direct requirement of the Council of Europe and UN conventions and has to do with the difference in these three actions that constitute the objective aspect of the definition of this type of crime. “Offering” a bribe covers situations where the briber shows his/her readiness to give the bribe, “promising” covers situations where there is an agreement between the briber and the official that the briber the will the bribe to him, whereas “giving” is when the briber actually transfers to the bribe.

102. However, the April 30, 2008 amendments to the RA Criminal Code introduced two new crimes: acceptance of illegal payments by public servants who are not officials (Article 311.1) and giving illegal payments to public servants who are not officials (Article 312.1). The Criminal Code amendments resulted in a differentiated approach to different types of bribery, making a distinction between active and passive types of bribery based on whether the person accepting the bribe is an official or a public servant. However, these crimes are essentially the same from the point of view of their objective side, regardless of whether the receiver is an official or a public official. The only difference is in the name of the crime: in one case it is called giving or receiving a bribe, in the other – giving or receiving an illegal payment. Sanctions are also different – they are less severe in the case of public servants.
103. In terms of public servants receiving or giving illegal payments, public service is the implementation of the powers assigned to the state by law, which includes policy implementation on the part of state and local self-government bodies, state service and community service, as well as civil work in state and local self-government bodies. In its turn, state service, which is a part of public service, includes civil service, judicial service, special services, such as defense, national security service, police, tax service, customs, rescue service  in the national executive bodies, National Security service, as well as diplomatic and other services established by law.
 In other words, the purpose of the amendments was to cover those people, who had been left out from the definition of “officials” as stated in Articles 311 and 312 of the RA Criminal Code.
104. One of the key issues from the point of view of criminalization of corruption is to define the notion of “state official” as a perpetrator of corruption crimes. The definition, as provided in the RA Criminal Code under the definition of “official” and “public servant”, is on the whole in tune with definition in Article 2(2) of the UN Convention Against Corruption and with international approaches, even though the same crime with the same objective description has been divided into two separate crimes under different names. It is worth emphasizing that, according to international documents, the notion of “official” essentially includes public servants as well.
 Moreover, to be considered an “official,” it is not important whether the person is paid for occupying his/her post or not. The characteristics included in the RA Criminal Code are not clear about this circumstance. 

105. The April 30, 2008 amendments to the RA Criminal Code introduced a separate crime of using real or supposed influence to gain an advantage (Article 311.2), which is defined as “the use of real or supposed influence to gain an advantage, personally or through a mediator, in a form of money, property, property rights, securities or any other advantage, for influencing an official or a public servant, who is not an official, to take action or not to take any action within his/her authority, in favor of a legal entity or a physical person, or for protection or connivance.” However, when drawing parallels with Article 18 of the UN Convention Against Corruption, it is clear that the Armenian criminal legislation criminalizes only active trading in influence, while passive trading in influence in not criminalized. However, passive trading in influence regulated by CC Article 311.2 is not free from faulty regulation. In particular, Article 311.2 does not clearly define the objective aspect of acts committed by the other side of the crime, the legal entity or physical person who are going to benefit from an action, i.e. promising, offering or giving “illegal advantage,” which is included in the Convention. Moreover, actions described in Article 311.2 emphasize the mandatory connection between trading in influence and the authority/functions of an official or a public servant who is not an official, whereas the Convention’s definition is wider and is not tied to the authority/functions of officials.
106. The RA CC Article 308 criminalizes the “abuse of official position,” which the UN Convention describes as “abuse of functions” (Article 19). However, the problem with the current regulation is that, in order for the act to be criminally prosecuted, the property damage resulting from the abuse of official position has to exceed the amount of minimum wage by at least 500 times. Such a limitation is not envisaged in the UN Convention requirements. 
107. Embezzlement of property by an official, illegal appropriation or misuse of property is not included in the RA CC as a separate crime.
 However, in Article 179, which talks about squandering or embezzlement of property, the commission of these same acts by means of abusing one’s official position is considered an aggravating circumstance.
108. What is not criminalized in the RA is the liability of legal entities for corruption-related offences, which is an international norm and is covered in Article 26 of the UN Convention. The institute of criminal liability of legal entities
 has never been used in the Republic of Armenia not only for corruption-related offences, but in general. This is, in part, due to traditions of continental (civil law) legal system. However, the level of involvement of legal entities in corruption-related offences is increasing parallel to the increase in the number of commercial organizations and huge companies. 
109. The RA legislation provides for only civil and administrative liability of legal entities. However, several monitorings, organized in the Republic of Armenia by various international organizations, stressed the need to introduce an institute of criminal liability of legal entities for crimes related to bribery and money laundering.
 Reference is made particularly to corporate liability norms covered in Article 18 of the Criminal Law Convention that require the criminalization of active bribery by a physical person in favor of a legal entity, trading in influence and money laundering. To punish legal entities engaged in such practices, it is recommended to use proportionate sanctions, such as temporary or permanent deprivation of the right to get state contracts (e.g. public procurement contracts, etc.), deprivation of state assistance, confiscation of proceeds of illegal activities, restitution, ban on engaging in commercial activities, judicial putting them under judicial control, dissolution of the legal entity, appointment of a caretaker, etc.

110. Statute of limitations for criminal liability depends on the sanctions for specific crimes (RA Criminal Code, Article 75). Since the Criminal Code contains different sanctions for corruption-related crimes, statutes of limitations are also different. For example, depending on the existence or lack of aggravating circumstances, the statute of limitations for officials taking a bribe is 5 to 15 years, (Article 311), for giving a bribe – 5 to 10 years (Article 312), for a commercial bribe – 2 to 5 years (Article 200), etc. According to the June 1, 2006 amendments to the Criminal Code, the statute of limitations period is calculated starting not from the moment of committing the crime, but from the moment when the crime is considered completed, ending when a court decision enters into legal force.
 This made it possible, in the case of continuing crimes, to start calculating the statute of limitations period from the moment the last crime in the series is committed. The statute of limitations period is suspended, if the person is absconding from investigation or trial. The statue of limitations period ends if the person commits a new crime of medium seriousness, serious or especially serious crime before the end of the period. In this case, the calculation of the statute of limitation period starts from the moment the new crime is considered completed.
111. However, tying the statue of limitations to the size of the penalty is not adequate for corruption-related offences, because of the length and peculiarities of investigation of such types of crimes, since such crimes take longer to investigate. Establishing a statute of limitations period in which to commence proceedings for corruption crimes is required by the UN Convention. The need to make a relevant amendments to the RA criminal legislation has also been stressed by international experts.
 At the same time, the May 20, 2005 amendments to the RA Civil Code established a longer period for claims in cases, when damage was caused by a violation of a person’s right and this violation had to do with corrupt activities in the process of signing or carrying out a transaction. In such cases, the statute of limitations period for claims related to these damages is 10 years from the moment of committing the act that had caused the said damage (Article 333).

112. Proper evaluation of the level of dangerousness of a crime is an important element of criminalization of corruption. In particular, taking a commercial bribe (Article 200, Part 3) is punished a lighter penalty
 than the taking of a bribe by an official (Article 311, Part 1). Of course, the difference in the sanctions can be explained by the difference in the importance of the perpetrators and objects of these difference crimes. However, the spread of corrupt practices in the private sector is not less of a serious problem in a market economy. Therefore, such a differentiation is hardly justified. Also worth mentioning are the facts that sanctions different when the bribe is taken by an official (Article 311) and when the same action is committed by a public servant (Article 311.1), as well as the issue of comparability of sanctions for active (giving a bribe) and passive (taking a bribe) bribery and the issue of having a common approach to them.
 The toughening of sanctions for corruption-related offences will mechanically result in statute of limitations changes.
 Moreover, reviewing the sanctions and bringing them in compliance with real and internationally acceptable sanctions is also important for avoiding additional complications in matters of international legal assistance and extradition of persons accused of corruption-related crimes. 

113. In terms of mechanisms for seizure and confiscation of proceeds received as a result of corruption, the November 28, 2006 amendment to the RA Criminal Code
 requires mandatory confiscation of property acquired by criminal means, including the property directly or indirectly arising or acquired as a result of legalization of criminal proceeds, including the income or other benefits resulting from the use of such property, tools used or designed to be used for committing these actions or, if the property acquired by criminal means is not found, of other equivalent property. Moreover, this property is subject to confiscation, regardless of whether it belongs or is used by the convicted person or any third person. Also, Article 233 of the RA Criminal Procedure Code
 allows investigative authorities to arrest the said property, when the collected evidence provides sufficient reasons to believe that the suspect, the accused person or the person who currently has the property may try to conceal, damage or spend the property that is subject to confiscation. The procedure of arresting the proceeds of crime is regulated by the RA Law on Combating Money Laundering and Financing of Terrorism.
 When referring to the future of material evidence at the end of the criminal case, Article 199 of the RA Criminal Procedure Code stipulates that money, other valuables and objects acquired by criminal means are used by the court’s decision to cover judicial expenses, restitute the damage caused by the crime, or they are transferred to the state, if the person who incurred damages is not known (Paragraph 4). However, this provision is limited only to material evidence collected in the process of investigation of the case, whereas the issue of managing the confiscated property is very important in practice and is covered by Article 31, Part 3 of the UN Convention Against Corruption, the Criminal Law Convention and other documents. Article 236 of the RA Criminal Procedure Code has some regulation about the management of confiscated property. However, the issue of managing the confiscated property remains open. Most of the countries-members of the Istanbul Action Plan turn confiscated property over to the state and use it to compensate for the damages caused by the crime,
 which is partially stipulated in the RA criminal procedure legislation, but only for material evidence. Thus, issues related to seizure and confiscation of proceeds are mainly regulated by the RA legislation. What is worrisome is that confiscation is used seldom in practice.

114. The institution of the protection of witnesses, experts and victims is important from the point of view of investigation of corruption-related crimes, because these people, having been in contact with corruption-related offences, can provide valuable information for successful investigation. A lack of adequate guarantees and protection mechanisms reduces their readiness and willingness to help the investigative authorities. With the 2006 amendments to the RA Criminal Procedure Code, new provisions on the protection of persons participating in a criminal trial were added to Chapter 12 (Articles 98-99.1).
 Any person participating in a criminal trial,
 who can provide information that is important for solving the crime and finding the perpetrator, which can endanger the life, health, property, rights and legal interests of that person, his/her family members or close relatives or friends, has the right to protection (Article 98). Article 98.1 provides for a number of means of protection, such as providing personal security for the protected person, guarding his/her residence or other property, ensuring the person’s security when he/she comes to the investigative authorities, moving the protected person to another place of residence, replacing the protected person’s identification documents or changing his/her appearance, changing the protected person’s place of employment, service or study, removing certain individuals from the courtroom or having a closed trial, questioning the protected person in court without revealing his/her identity, etc. Issues of protecting the witnesses, experts and victims are mainly regulated in the RA legislation.
115. However, the RA legislation does not directly address the protection of informants, who voluntarily, at their own initiative, provide honest and credible information about corruption-related offences to the relevant authorities. Such protection is included in Article 33 of the UN Convention Against Corruption and Article 22 of the Criminal Law Convention. Even though the RA Criminal Procedure Code has been amended to provide protection to a wide range of persons, in addition to witnesses, experts and victims, including other participants of the trial, informants seem to have been left out of this range of persons subject to protection. In this regard, adding direct references to information in the RA criminal procedure legislation will give an important impetus to the solving of corruption-related crimes and to reduce the situations when people avoid reporting such crimes.
116. Preliminary investigation of corruption-related crimes is decentralized in the Republic of Armenia; as a rule, it is conducted by the same investigative body that had discovered the crime in the process of investigating the case. Such preliminary investigative bodies include, the main investigative directorate of the RA police, the relevant units of the tax and customs services and of ministries of defense and national security, as well as the special investigative service. The latter is charged with investigating crimes of great public importance committed by officials representing the state, i.e. high-ranking officials from legislative, executive and judicial branches of power, persons carrying out special state services for crimes committed in connection with their official position, as well as some criminal cases related to election processes.
 Investigation of corruption-related crimes is assisted by bodies engaged in operative-investigative activities. Only the police and national security bodies have the right to ensure access to financial data, covertly monitor financial transactions, and simulate bribe taking or giving.
 The legality of preliminary investigation of corruption-related crimes is overseen by the RA prosecutor’s office.
117. However, the effectiveness of solving corruption-related crimes is of concern. Thus, in 2007, investigative authorities had opened 69 cases on corruption-related offences, completed 73 cases, closed 28 cases and sent 45 cases to trial (see Table 16). Moreover, the amount of material damages caused to the state in cases about material damage to the state, sent to trial in the same period of time, was 527,602 million drams, of which 380,070 million was recovered before sending the cases to trial.

118. The RA President, the Prosecutor General, the Chief of Police and other high-ranking officials have stressed the need to increase the effectiveness of law-enforcement bodies engaged in anti-corruption activities on many occasions throughout 2008. At the same time, it is important to have a common statistics on manifestations of corruption. Currently, statistics is kept for 22 types of crimes by the order of the Prosecutor General and for 59 types of crime by the decision of the anti-corruption strategy implementation monitoring commission. However, the types of crimes chosen in both documents are inconsistent with the internationally accepted range of corruption-related offences.

Table 16. Number of corruption-related cases sent by investigative authorities to courts in 2007
	Name of the crime
	Number of cases sent to courts

	Embezzlement or squandering by abuse of official position (Article 179, Part 2, Paragraph 1)
	20

	Commercial bribe (Article 200)
	1

	Abuse of power by employees of commercial or other organizations (Article 214)
	4

	Smuggling by an official by means of abusing his/her official position (Article 215, Part 3, Paragraph 1)
	1

	Abuse of official powers (Article 308)
	7

	Overstepping official authority (Article 309)
	1

	Taking a bribe (Article 311)
	3

	Giving a bribe (Article 312)
	0

	Mediation of bribe (Article 313)
	0


	Official forgery (Article 314)
	2

	Abuse of power, transgression of authority or administrative dereliction (Article 375)
	6

	Total
	45


119. The effectiveness of law-enforcement bodies engaged in anti-corruption activities largely depends on their capacities, as well as on cooperation between law-enforcement agencies and civil society institutes, including the media, business sector, non-governmental organizations and citizens. The RA Criminal Procedure Code defines the grounds for these relationships. In particular, prosecutors, investigators and investigative authorities open a criminal case, within the scope of their authority, if physical persons or legal entities, or the media send them relevant information (the RA Criminal Procedure Code, Article 176).
120. Encouraging citizens and other persons to report corruption-related crimes to investigative authorities and to prosecutor’s office is of key importance from the point of view of cooperation between law-enforcement bodies and the private sector. This is also mentioned in Article 39, Part 2 of the UN Convention Against Corruption. One of the examples of such an encouragement is the norm in Article 312, Part 4 of the RA Criminal Code, according to which a person is not criminally prosecuted for giving a bribe, if he/she has voluntarily reported this fact to law-enforcement bodies.  In practice, this cooperation is not adequate, which is in part due to the insufficient trust towards law-enforcement bodies,. Being afraid of consequences and perceived insufficiency of safety guarantees. Cooperation between law-enforcement bodies and financial institutions is of particular interest for solving corruption-related offences.
121. The following is necessary for a systematic implementation of legislative and institutional reforms for further criminalization of corruption: 
· Complete and clarify the range of corruption-related crimes by bringing together and improving the legislation and its application practice in tune with internationally accepted approaches to criminalization, further clarifying the legal regulation of active and passive bribery, defining a separate crime of active and passive trading in influence, reviewing the preconditions for liability for abuse of official powers, defining a separate crime of embezzlement, illegal appropriation or inappropriate use of property by an official, and clarifying the ambiguous wording in the descriptions of several crimes that leads to misinterpretation;
· Introduce the institute of criminal liability of legal entities by criminalizing corruption-related crimes committed by physical persons in favor of a legal entity, introducing effective systems of corporate governance, oversight and internal control, introducing the principle of subsidiary liability of physical persons and legal entities, and establishing effective, proportionate and deterring criminal or non-criminal (including monetary) sanctions for legal entities subjected to criminal, civil or administrative prosecution;
· Establish optimal and internationally accepted statutes of limitations for investigation of corruption-related crimes and prosecution of their perpetrators by studying the international experience with internationally accepted periods of statutes of limitations for corruption-related crimes, analyzing the statistics of Armenian cases closed because the statute of limitations period had expired, and comparing it to the international experience;
· Ensure that proportionate, appropriately strict and effective types of sanctions are used for corruption-related crimes by studying the international experience with sanctions for corruption-related crimes, analyzing the Armenian statistics of sanctions applied in corruption cases and comparing it with the international experience, ensuring the principle of inevitability of punishment, using civil law and administrative law methods parallel to criminal law methods.
· Develop mechanisms for seizure and confiscation of proceeds received as a result of corruption by introducing transparent and effective mechanisms for the management of seized assets received from illegal activities, including transferring the seized assets to the state for state ownership and using them for restitution of damages caused by the crime or other related programs;
· Increase the effectiveness of the institute of protection for witnesses, experts and victims, as well as informants by properly applying the norms and mechanisms that are already provided in the law, increasing their range by other modern means, reaching agreements with other states on the transfer of protected persons, and amending the RA criminal procedure legislation to provide protection to informants;
· Increase the effectiveness of law-enforcement bodies in combating corruption by clearly delineating the functions of law-enforcement bodies, establishing clear procedures for coordination and cooperation between them, developing their capacity to solve corruption-related crimes, creating specialized units and personnel for investigating certain types of crimes, improving the mechanisms of control of preliminary investigation and investigation authorities, and providing the necessary financial and material/technical resources;
· Ensure active cooperation between law-enforcement agencies and civil society in combating corruption by establishing effective legal mechanisms to encourage reporting to law-enforcement agencies about corruption-related offences, developing systems for analyzing these reports and quickly reacting to them, increasing the public’s trust towards anti-corruption bodies and carrying out campaigns to that end, and introducing clear procedures to ensure openness, transparency, accountability and legality of law-enforcement bodies’ activities.
3.3© Education and Training of Personnel, Managing the Information About Corruption
122. The RA anti-corruption policy is implemented mainly by the following bodies: the anti-corruption council, prosecutor-general’s office, the police, national security service, state tax service, state customs committee, human rights defender’s office, the control chamber, the central bank and the financial monitoring center, and state committee for the protection of economic competition. The functions of implementing the anti-corruption policy are carried out by officials working in these organizations. These officials (henceforth referred to as specialists) are responsible for the functions of preventing, investigating and prosecuting corruption and for some functions related to public awareness. These functions are numerous and varied in nature, and they require the responsible specialists to possess specialized knowledge. Therefore, the effectiveness of the fight against corruption largely depends on the professional capacities of these specialists.
123. In 2003-2007, some training courses were organized for these specialists; however, they mainly covered some individual anti-corruption elements and did not ensure the availability of comprehensive professional information. Moreover, the changes in the Armenian public administration system, as well as the reforms conducted with the purpose of increasing the effectiveness of public administration, require continuous training of specialists involved in anti-corruption activities.
124. The issue of preparing and training of specialists for combating corruption should be addressed through a system of education and continuous training of specialists involved in that area. Even though the elements of education and continuous training of specialists contain elements that are part of the say system, these processes are different from each other in terms of their organization, nature and objectives.
125. The purpose of education of anti-corruption specialists is to develop topics of prevention, investigation and public awareness of corruption and introducing them in certain master’s degree programs in post-graduate institutions in the Republic of Armenia. As a result, it will ensuring the formation of specialists meeting the qualification requirements of the state as an employer. After graduation, these specialists can seek appointments to relevant positions.
126. It is planned that in the beginning stages education will be organized by means of higher professional education institutions established by the state, which does not prevent in any way the organization of educational programs in accredited non-state educational institutions. The level of state financing will be determined by the projected demand for specialists. The RA ministry of education and science will approve the list of higher educational institutions where education will take place. The corruption prevention center will set the requirements for education and continuous training processes. 

127. The curriculum will be developed by the relevant higher educational institutions, in accordance with the requirements approved by the Corruption Prevention Center and the RA Ministry of Education and Science. When choosing topics for masters’ theses, consideration will be given to the need to identify possible solutions for regulating the exiting problems and reacting to challenges. These theses may be used by state bodies when developing ways to improve their activities.
128. Educational programs should predominantly focus on the types of corruption, its causes, manifestations and consequences, means of combating corruption, and assessment of the level of corruption and anti-corruption program impact evaluation.
129. Educational programs on the prevention of corruption should predominantly focus on the principles of effective public administration systems, transparent, open, accountable and participatory governance, corruption risk evaluation and anti-corruption expertise of legislation, public service, public finance management and state procurement control systems, public information and other related subjects. Educational programs on investigation of corruption should be focused on criminalization of corruption, money laundering and financing of terrorism, identifying characteristics of corruption-related offences, methods for the collection of evidence and investigation, sanctions for corruption-related crimes, international legal tools and other related subjects.
130. The issue of anti-corruption specialists’ continuous training  is addressed by the employer (in this case, the state), since when the state unilaterally changes its anti-corruption system, it unilaterally changes the professional requirements for the specialists in relevant positions. 
131. A number of events on combating corruption and professional ethics have been organized for the staff of law-enforcement and judicial bodies since 2004. In 2004-2005, the Prosecutors’ School state non-commercial organization organized a number of seminars/courses on the fight against corruption, which were attended by 89 employers of prosecutorial bodies. At the same time, the Prosecutors’ School is developing manuals on various anti-corruption subjects, with the involvement of knowledgeable lawyers/researchers and people working in the field. The RA Prosecutor General’s office is also involved in the special educational program on combating money laundering and financing of terrorism. The RA Police Academy regularly offers courses for police officers, including on investigating certain corruption-related crimes. Some police officers are involved in educational programs organized by the US in Egypt for CIS countries and by the OSCE in Armenia. Judges are required to take courses offered by the RA Judicial School on a regular basis. These courses also cover such subjects as combating corruption and judicial ethics.
132. It is planned that the continuous training of anti-corruption specialists should be organized by means of specialized educational institutions offering educational programs. For this purpose, it is planned to make maximum use of the capacities of higher educational institutions. Professional training institutions operating in various state bodies will be used to organize professional seminars/courses on various topics. To organize seminars/courses on investigation and prosecution of corruption, capacities of the Prosecutors’ School, the RA Police Academy, the RA Judicial School, higher educational institution of the RA National Security Service and training centers of the RA Central Bank, tax and customs bodies will be used. These training institutions have sufficient yet limited resources for continuous training of specialists involved in the system of investigating corruption. Therefore it necessary to develop their institutional capacity by providing them with appropriate specialists, classrooms, training equipment and materials, a library and an information center.
133. In the process of training of specialists involved in investigation and prosecution of corruption, it is important to have joint anti-corruption courses for police officers, prosecutors, and relevant employees of tax, customs and national security bodies, with the involvement of relevant international organizations.
134. Continuous training programs should be mandatory, and courses should be offered with certain regularly, no less than once every three years. In the medium to long term, this would be considered a minimum requirement, because there will be many new topics that specialists would have to learn about, and it will become necessary to offer training courses more frequently. Considering that the specialists are state servants, their training will be conducted within training programs for state servants. For those positions that are not part of the civil service system, training programs will be conducted in accordance with procedures that are as close as possible to procedures for civil servants. Training programs will be fully financed by the employer. Continuous training programs will be developed in accordance with the requirements approved by the Corruption Prevention Center.
135. Training on the prevention and investigation of corruption will focus, in particular, on anti-corruption policy and strategy development and planning capacities, strengthening the abilities to develop projects in various areas, and examination of the best international experience on anti-corruption policy coordination and interagency cooperation. Professional training programs in the area of money laundering and financing of terrorism will focus, in particular, on the use of modern information technologies and software, conducting audits in compliance with ML/FT legislation requirements,  developing analytical knowledge and skills for case investigation. When training specialists from prosecutorial system, it is important to focus on the best experience in investigation of corruption and control over investigation of cases of corruption.
136. It is also important to organize study visits and short-term working visits for anti-corruption specialists to the relevant institutions in countries with anti-corruption experience, as well as for specialists from these countries to visit the Republic of Armenia to conduct theoretical and practical seminars on anti-corruption issues.
137. The current system for the collection, exchange and analysis of information on corruption includes the functions of the RA Central Bank’s Financial Monitoring Center in the area lf ML/FT, the functions of the RA State Tax Service in the area of declaration of property and income by citizens, the functions of the RA Prosecutor General’s office in the area of preliminary investigation of corruption-related offences and collecting judicial trial statistics, the operative-investigative functions of law-enforcement agencies in the area of investigation of corruption, and the functions of the RA National Statistics Service in the area of producing concise statistics on corruption-related crimes.
138. As a result of joint discussions by law-enforcement agencies, certain crimes containing corruption risks have been detached and presented as separate crimes in the RA Criminal Code. An order by the Prosecutor General approved a special investigative activities reporting form, which reflects the statistics on crimes containing corruption risks. Leaders of regional prosecutorial units have been ordered to summarize their anti-corruption activities and practice semi-annually and annually, and to dedicate a separate section of their semi-annual and annual reports to these matters.

139. However, in practice, there is no established system for comprehensive, complete and accessible statistics on corruption-related crimes. In particular, the current reporting system does not provide details about all types of corruption-related crimes, the extent to which officials are involved in them and the state bodies involved, which makes it difficult to do comparative analysis of different bodies, identify corruption risks, assess the trends and extent of corruption, etc. The statistics of corruption-related offences does not include administrative offences committed by state servants. Studies and research on the level of corruption in Armenia, prevailing forms of corruption, and sectors and areas where it is spread, as well as the use of their results and analysis in official statistics are very limited.
140. The following is recommended in order to improve the education and training of anti-corruption personnel and the  management of information on corruption:
141. Introduce a system of education for anti-corruption specialists by means of defining the requirements for the education process, developing subjects of prevention of corruption, investigation and public awareness and introducing them in the curriculum of certain masters’ programs in higher professional educational institutions, approving educational programs, methodological and other materials required for organizing the education process, determining the number of specialists that would receive the education, approving the procedure for financing the education process from relevant budgets, developing the capacity of higher educational institutions, providing coverage of the introduction of educational programs, and establishing the legal foundations for the introduction of the system;
142. Introduce a system of continuous training for anti-corruption specialists by means approving the procedure for organizing training programs, assessing the capacity of training institutions operating in state bodies involved in anti-corruption policy implementation, defining the range of officials who are required to undergo training through these institutions, identifying organizations that organize training, defining the sources and procedures of financing for continuous training, and approving  continuous training programs and study manuals for different professions;
143. Ensure continuous improvement of the system of preparation and training of anti-corruption specialists by means of continuously evaluating the education and training needs of specialists, continuously developing the capacity of the involved institutions, and ensuring the existence of financial resources for education and training processes;
144. Improve the system for collection, exchange and analysis of information about corruption by means of clarifying procedures for corruption-related data exchange between individual anti-corruption bodies and with international and regional organizations, consolidating a system of statistics on corruption-related offences, developing and introducing a methodology for its analysis, conducting studies and research to evaluate the level of corruption, prevailing types of corruption and sectors and areas where it is spread, commissioning such studies from civil society institutions, analytically comparing their results with official statistics and using them.
3.4© Civil Society’s Support in the Fight Against Corruption
145. Civil society’s support in the fight against corruption includes practical involvement in the prevention and investigation of corruption and public awareness. 

146. The use of mechanisms and models, ensuring citizens’ and civil society’s participation in the development, implementation and control of anti-corruption policy, as well as the existence of legislative guarantees for freedom of information, is important for effective support on the part of the civil society.
147. In 2003-2007, Armenia has developed an experience of civil society’s participation in state policy development. In particular, strategic programs on poverty reduction and anti-corruption were developed and adopted with wide civil society participation. Representatives of civil society organizations are included in the managing board of MCC/Armenia. Civil society organizations have also conducting a pilot monitoring to identify and evaluate corruption risks.

148. The RA state bodies also implement a number of activities for consultation and feedback (for example, discussion of draft legislation, seminars, round-table discussions, public opinion surveys, etc). Nevertheless, this practice is not mandatory and participatory initiatives are discretionary. Thus, draft laws submitted by the RA Government to the RA National Assembly may be published in the press or any other media by the order of the RA President or Government, or they can be widely discussed by the public, while drafts of internal documents produced by state bodies, as well as drafts of other acts produced by the Government or the Prime Minister may be published by the decision of the body producing the draft or adopting the legal act.
 Procedures for public consultations, receiving feedback on government programs and activities, examining the feedback and making decisions on the basis of this mandatory examination are lacking. Civil society’s participation in anti-corruption decision-making process remains limited and formalistic.
149. Institutional capacity of civil society organizations is especially important for civil society’s effective participation in public administration. A mechanism of state assistance to non-governmental organizations was introduced in 2005 for the purposes of developing their capacity.
 100 million drams are allocated in the 2008 state budget for that purpose. However, civil society’s capacity for cooperation with state bodies on anti-corruption issues remains limited.
150. Law-enforcement agencies see civil society’s involvement in combating corruption mainly in the form of bringing up specific corruption cases and testifying about them. At the same time, in practice, citizens, who cooperate with law-enforcement agencies, are not sufficiently protected, and security guarantees provided to them are not adequate, which hurts citizens’ trust towards law-enforcement bodies. 

151. Public awareness about the activities of anti-corruption bodies has been raised mainly by non-governmental organizations as part of their public awareness campaigns. The effectiveness of such campaigns has been low because of financial constraints. Thus, in 2006, only 30.5 percent of respondents were aware of the existence of an anti-corruption program. In particular, 15.6 percent of respondents were aware of the existence of the Anti-Corruption Council, and 8.6 percent had heard about the Monitoring Commission.

152. The RA Law on Principles of Administration and Administrative Procedure renewed the main principles of administrative law in Armenia by further clarifying the key constitutional guarantees for the relations between physical persons and legal entities, on the one side, and administrative bodies, on the other side.
 The law defined main principles of administration, procedures for administrative bodies’ mutual assistance, procedures for starting administrative proceedings on the basis of physical persons’ or legal entities’ application or by the initiative of the administrative body itself, procedures for examining and resolving such cases, types and forms of administrative acts, as well as issues related to the adoption of administrative acts, complaints against them (as well as against action or inaction of administrative bodies), their implementation, promulgation, entering into force, amendment, invalidation, suspension, and compensation for damages caused by administration.
153. In 2004, the RA Government regulated a number of key procedures related to administrative proceedings.
 Administrative bodies
 established the procedures and conditions for cases on administrative proceedings initiated by them, and for keeping records of cases and administrative acts.
 The complaints mechanisms became complete with the adoption of a new Administrative Procedure Code.

154. Legislation establishes procedures for physical persons or legal entities to exercise their right to complain against administrative decisions and normative acts, action or inaction of state and local self-government bodies and their officials to Administrative Court and Court of Cassation, as well as procedures for examining claims brought by administrative bodies and officials against physical persons or legal entities. Also established are special procedures for contesting the lawfulness of normative acts, protecting electoral rights, administrative prosecution in a court of law, and cases related to issuing a payment order. The law also provides for judicial principles and procedures aimed at ensuring a fair trial when examining and solving disputes between physical persons or legal entities and the state represented by administrative bodies.
155. With the adoption of the new Law on Constitutional Court, citizens got an opportunity to apply to the Constitutional Court. Judicial control over Armenia’s executive and legislative branches of power was raised to a new level thanks to the strengthening of constitutional justice and the establishment of administrative courts. With the creation of administrative justice system, the state’s executive bodies will be forced in the future to take into consideration the fact that private citizens (citizens, commercial and non-commercial organizations) are able to contest the lawfulness of decisions, actions or inaction of administrative bodies of all levels and their officials in courts.
156. The right of citizens to protect their personal or public interest by submitting applications or proposals to relevant state and local self-government bodies and officials, and to receive a reply from them within a reasonable period of time, is guaranteed by the Constitution. The law regulates issues related to the timely and proper examination of proposals, applications and complains of citizens, legal entities, foreign citizens residing in Armenia and people without citizenship by state, public and other bodies, local self-government bodies and their officials, as well as to recording the violations of citizens’ and legal entities’ lawfully protected rights and correcting or preventing the said violations.
 The RA Criminal Procedures Code, the Civil Procedure Code, labor and other legislation provide for another procedure for examining citizens’ proposals, applications and complaints. Legal provisions related to a proper and timely examination of citizens’ or legal entities’ proposals, applications or complaints within the scope of their authority also apply to non-governmental organizations. Moreover, the RA Law on Procedures to Examine Citizens’ Proposals, Applications and Complaints works only in part, only in relation to citizens’ proposals,
 and it needs extensive amendments due to improvements to current legislation. 

157. Since 2006, there are anti-corruption public reception rooms in Yerevan, Gegharkunik, Syunik and Lori marzes, opened as a result of programs initiated by non-governmental organizations and supported by OSCE Yerevan office. They provide consultation to citizens on possible corruption cases in various areas and possibility of preventing them. Public reception rooms offer consultation and expert support in the areas of public health, education, army and conscription, small and medium business, public services and consumer rights, traffic police and motorists’ rights, civil and administrative law.
 The reception rooms contribute, to a certain extent, to expanding the availability of free legal services for citizens, which is important for raising the level of citizens’ legal awareness, effective protection of their rights and transparency and openness of state and local self-government bodies’ activities.
158. The state guarantees free legal assistance in criminal cases, in accordance with procedures and in cases defined in the RA Criminal Procedure Code, as well as in accordance with procedures defined in the RA Civil Procedure Code and in the following cases: alimony cases, cases of mutilation or any other damage to health,  and cases on compensation in the event of the bread-winner’s death.
 Free legal assistance is provided by the Chamber of Advocates through Public Defenders’ Office, and is paid for by the state. Free legal assistance can also be provided at the initiative of the defense lawyer.

159. Some steps have also been taken to introduce new mechanisms to ensure access to information. In 2003, legal guarantees for the right to freedom of information and accessible information were adopted. On the whole, the level of protection of the right to information in Armenia is high. State bodies reply to information requests, but the adequacy of these replies remains problematic.
 
160. The process of introducing electronic government systems to serve the public in state agencies is ongoing. Since July 2006, the Yerevan municipality has adopted a “one-stop-shop” practice. In order to increase the quality of services provided to citizens in the municipality and in local communities, and in order to make the work more effective, an action plan for the 2nd phase of the system was approved in January 2007, which allows citizens to apply to Yerevan municipality directly from their own local communities and to receive replies in the same place. In addition, citizens may also apply to municipality with questions related to their local community and receive a reply in the relevant office in the municipality. The introduction and effective use of the system has resulted in a significant increase of active document circulation, better quality and effectiveness of examining citizens’ applications.
 The RA Government staff is introducing the Mulberry system of electronic document circulation, which makes it possible to reply to citizens’ applications, complaints and proposals more quickly.
161. Official websites of RA state bodies are important from the point of view of access to information. Even though they work, they do not always contain the information subject to mandatory publication: decisions, budgets, reports. According to the RA Prime Minister’s order issued in 2008, public administration bodies are required to provide citizens with real opportunities to participate in the decision-making process, particularly in the process of developing, discussing and adopting draft document. Public administration bodies are required to post draft decisions on their official websites and to react to media publications on issues of public interest. However, because of limited availability of internet services in Armenia, official websites are not able to ensure access to information for the general public. Given the limited circulation of print media, television remains the most effective means of disseminating information. Both indirect (press conferences) and direct (office hours for citizens) methods of disseminating information are equally important.

162. In practice, there are many obstacles preventing citizens from getting timely and complete information about the organization, activities and decision-making processes of public administration bodies. Information is often provided later than the deadline specified by law and is incomplete, whereas refusals to provide information are sometimes unjustified and unlawful. The number of requests left without a reply is also of concern. Information requesters are sometimes treated unequally and with discrimination. 
163. In cases when rights to freedom of information are violated, citizens contest the actions of state bodies in courts. However, in practice, citizens are reluctant to protect their rights in courts. On the whole, complete and timely access to information remains on the agenda.

164. Civil society’s control over the implementation of anti-corruption strategy by means of monitoring and the use of monitoring results in the ACSIAP review and control process is very important for the strategy’s implementation.
165. The objectives of participatory monitoring of anti-corruption strategy is to effectively prevent corruption in individual sectors aimed at increasing the level of transparency, responsibility, accountability, participation and effectiveness of these sectors, control and impact analysis, particularly by means of developing institutional mechanisms and procedures for anti-corruption monitoring, methodology and tools for participatory anti-corruption monitoring, and raising public awareness.
166. Objects of participatory anti-corruption monitoring are private and state organizations in various sectors; subjects of monitoring are civil society organizations and community groups that closely cooperate with state and local self-government bodies, mass media and others. Harmonious cooperation between civil society institutions is important.
167. The environment for civil society’s effective participation is in a process of development in Armenia: the legal and legislative frameworks are imperfect and unfavorable, there is a lack of the necessary participatory mechanism, non-governmental organizations’ capacities are weak and their reputation among the public not very favorable, and there is no participatory culture among decision-makers and the public in general. Formal procedures and indicators for participation are also not sufficient, and there is no comprehensive policy to encourage citizens’ participation. It is important to develop civil society structures involved in  anti-corruption monitoring, to prepare them professionally and to develop monitoring methodology and procedures.
168. Monitoring, as a manifestation of public control, should have a direct impact on increasing the transparency of procedures in institutions, where monitoring is conducted, and it will have a direct impact on neutralization of manifestations of corruption in these institutions.
169. When setting the scope of activities of civil society institutions, it is necessary to consider the peculiarities of services to be monitored. It is also necessary to ensure that civil society institutions carry out the monitoring on a voluntary basis, based on objective and clear principles and indicators. In particular, it is necessary to make sure that representatives of local self-government bodies or state organizations providing the monitored services are not involved in the monitoring process.
170. Civil society monitoring should be based on comparable best international experience, even though such experience is, essentially, very limited, particularly in terms of participatory anti-corruption monitoring methodology. Therefore, cooperation with international organizations is important, especially for the purpose of the further development of civil society’s capacities. At the same time, it is necessary to ensure civil society organizations’ financial and moral independence. 

171. Participatory monitoring includes the following types of methods: expert interviews, observation, focus-group discussions and in-depth interviews. Questionnaires are used to conduct and summarize the results of expert interviews, in-depth interviews and focus-group discussions. A diary is used for observations, where notes are made about observed documents.
Election processes
172. The unobstructed exercise of the constitutional right to elect and be elected by means of fair and transparent elections is one of the special means to combat corruption.
 One of the most important principles of election processes – openness – is mostly achieved through participation of representatives of non-governmental organizations and mass media in the work of electoral commissions, as well as by ensuring the necessary and equal conditions for their work.
 The media exercising control over election processes mainly by means of accredited representatives, while non-governmental organizations do it by means of representatives accredited to election observation missions. Observation missions can be carried out by Armenian and foreign non-governmental organizations, whose bylaws mention democracy and human rights protection as their objectives, provided that these organizations do not support any candidates or parties. It is worth mentioning that the media should be involved on the level of journalists specializing in specific subjects, investigative reporters and media leaders and editors. Non-governmental organizations should support the consistent discussion and solution of anti-corruption issues raised by the media. In their turn, the media should react to issues raised by NGOs, whenever needed, and cover these issues and the proposed solutions as widely and in as much depth as possible. Such cooperation should take place around specific activities, or rather individual actions.
173. Election observation missions and the media, which ensure the openness of election processes, are also there to combat manifestations of corruption in election processes. An examination of Armenia’s experience with election processes reveals a number of significant corruption risks, including: “vote buying” during election campaign,
 campaign financing from sources prohibited by law, using state authorities for campaigning,  using the property and resources of state and local self-government bodies, “vote buying” during the voting phase of elections and falsification of elections on the part of election commissions, falsification of election results on the part of election commissions during the vote counting phase.

174. Corruption risks in election processes may be manifested in almost all the well-known forms, including: giving and taking of bribe, abuse of power, giving preference to personal and private interests, etc., by action or inaction, which poses significant difficulties for organizing the control over elections. Civil society representatives (observers) and representatives of the media are allowed to do the following in order to control corruption risks in election processes:
· Be present at election commission meetings, including in a precinct center; follow the process of printing, transportation, storing and registration of ballots in accordance with procedures defined by the Central Election Commission;
· Have unobstructed access to election documents in election commission’s possession, sample ballots, election commission decisions, meeting protocols, and to receive copies thereof and make excerpts from them;
· Move freely in a precinct center to observe ballot papers and ballot boxes, in accordance with procedures defined by the Central Election Commission;
· Observe election commission’s work on the voting day. They may make comments and suggestions to the commission chairman about the commission’s work, and the chairman is supposed to take appropriate measures in connection with these comments and suggestions. 

175. Any restriction of observers’ and journalists’ rights in all election processes is forbidden. Observers and representatives of mass media may not  be prosecuted for expressing their opinions about the course of election and vote counting process.

176. The first precondition for an effective election observation mission and for a proper media coverage of corruption in election processes is the observers’ and journalists’ sufficient knowledge and skills about the Republic of Armenia electoral legislation.
177. The participation of non-governmental organizations and the media in the prevention of corruption in election processes cannot be limited to exercising control alone. They play an important role also in increasing the level of voters’ knowledge of election laws and in carrying out an active campaign to root out the vote buying practice in the society; this also requires support from the state.:

178. One of the flaws of the RA Election Code has to do with the procedure for reviewing applications (complaints) and proposals in election commissions; the Code mainly contains formal requirements for these documents. However, in order to oversee the election processes properly and to increase the public’s trust towards elections, it is necessary to amend the law, so that it contains a normative requirement related to procedural review of applications (complaints) and proposals in election commissions and to adoption of justified decisions as a result of such review.

179. The following is recommended in order to expand civil society’s participation in combating corruption:
180. Increase civil society’s awareness about corruption, its causes, nature of danger and threats by implementing an anti-corruption education policy, carrying out campaigns on the causes, consequences and nature of corruption, and organizing various public information events to cover the anti-corruption activities and impact public perception;
181. Establish mandatory mechanisms for participation in political decision-making by reviewing the mechanisms and legislation related to the involvement of civil society representatives in councils and commissions in political decision-making bodies, establishing participatory procedures, taking into consideration and discussing the results of studies conducted by non-governmental organizations, their conclusions, arguments and public opinion surveys when considering draft legislation, adopting a practice of involving civil society representatives in the preparation of draft legislation and draft decisions, and ensuring the participation of various social or professional interest groups (the disabled, the elderly, teachers, etc.);
182. Make anti-corruption bodies accessible for the public by establishing public anti-corruption reception rooms in marzes and anonymous “hotlines” in all anti-corruption bodies for people to report corruption cases, providing free consultation by other electronic means, reporting on corruption cases in the media; 
183. Publicize the activities of anti-corruption bodies by regular programs and publications in the media, official websites, public discussions, hearings, printed booklets, conferences and other modern means of public campaigning; 

184. Develop civil society’s anti-corruption capacities by providing grants and state financing for anti-corruption monitoring and studies on the level and extent of corruption, organizing training programs and courses for civil society monitoring groups, and training a bigger number of investigative reporters.
185. The following is recommended to increase civil society’s access to anti-corruption information: 

186. Activate the dialogue and cooperation between state and local self-government bodies and the public by establishing a single common procedure for the provision of information, using different mechanisms for publishing information, introducing an effective electronic government system in state and local self-government bodies to serve the public, and developing other available means of information;
187. Strengthen and development the capacities of bodies that provide access to information by developing the technical resources of the relevant units within state and local self-government bodies, publishing an information register, unifying the official websites, developing human resource skills and abilities, appointing officials in charge of freedom of information issues, and organizing training for them;
188. Increase the effectiveness of ensuring openness of information by developing internal procedures and guidelines for possession of information and proper and timely response to information requests, and establishing control over reaction to media publications about corruption risks and corruption cases;
189. Improve the mechanisms for the protection of freedom of information right by forming an institute of a freedom of information commissioner that is accepted in international practice and is used successfully, and by establishing criminal and administrative sanctions for officials who have violated the freedom of information rights;
190. Improve the administration of relations between physical persons and legal entities, on the one side, and administrative bodies, on the other side, by regularly analyzing and continuously improving the application of legislative practice, expanding the public anti-corruption receptions and “one-stop-shop” systems and practices, making certain social groups eligible for free legal assistance paid for by the state,
 not allowing for information from other state bodies that is required for services offered by administrative bodies to be received by means of citizens, clarifying by law the extent of free legal assistance to be provided for administrative proceedings, particularly during examination of citizens’ applications and complaints, as well as their proposals submitted to state and local self-government bodies, and individualizing the filling out of applications, complaints and proposals by lawyers providing legal assistance, addressed to state and local self-government bodies;
191. Regulate the process of implementation of participatory anti-corruption monitoring by clearly defining the scope of activities for civil society institutions, informing the public about this scope, ensuring maximum transparency of monitoring, continuously training civil society institutions and their representatives on monitoring methodology and tools, ensuring favorable and constructive environment for monitoring by civil society institutions, constantly sharing information and experience between civil society institutions and bringing them together in the anti-corruption network, analyzing the participatory monitoring results and developing proposals for systemic changes on the basis of this analysis, and ensuring their implementation by means mechanisms to push them up;
192. Ensuring media’s direct participation in participatory anti-corruption monitoring by developing monitoring mechanisms and tools that are more suitable and effective for the media, supporting regular visits by the media to various organizations that provide public services, strengthening the media’s capacity to carry out consistent and substantive monitoring, organizing regular training seminars for them and opportunities to get acquainted with advanced international experience, and encouraging consistent cooperation between the media and non-governmental organizations;
193. Spread the existing participatory monitoring experience to cover the areas included in anti-corruption strategy by adapting the participatory monitoring methodology to individual sectors, identifying sources of information, assessing the information potential and the possibilities of using it, informing the public and establishing contacts with all stakeholders and target groups, training the civil society institutions in monitoring methodology and the use of monitoring tools, regularly updating the methodology, establishing a database, carrying out a baseline evaluation, identifying risk situations and possible manifestations of corruption by risk situations, carrying out concrete studies using relevant methodology and tools, analyzing the materials and results of these studies, determining as much as possible the extent of each specific manifestation of corruption, analyzing the dynamics of change and trends in the situation with corruption, evaluating the current situation and the effectiveness of the implemented programs, publishing the summary results of monitoring with the help of mass media and through public discussions, developing and discussing proposals on how to improve the situation, creating a package of concrete action plans and proposals and submitting it to authorized state bodies;
194. Expanding civil society’s participation in control over election processes  by clarifying the procedures for reviewing application and complaints in election commissions, ensuring the impartiality of election observation missions and the media in the process of controlling the election, and not limiting the right of non-governmental organizations involved in election observation missions to contribute to election funds and to engage in campaigning.






� The RA Law on Civil Service, Article 2  


� Different types of special services, which form a part of the state service, are regulated by separate laws


� The RA Law on Community Service


� The RA Law on Special Civil Service in the RA Defense System has been adopted.


� OECD/DAF/ACD/ACN/REGIONAL STUDY 2007. Fighting Corruption in Eastern Europe and Central Asia: Recent Progress and Challenges


� Base official salaries for civil servants, tax and customs servants are set in RA Law on State Budget for the given year


� The RA Law on Remuneration of Civil Servants


� The RA Law on Official Wages of Persons in Leadership Positions in the RA Legislative, Executive and Judicial Bodies (HO-505-N)


� For details on the salary difference between state servants and private sector employees. See annual report “On Base Salaries and Remuneration System in Civil Service” published by the RA Ministry of Labor and Social Affairs, as well as the results of a survey conducted by DFID’s Armenian Public Sector Reforms Program � HYPERLINK "http://www.pwc-apsrep.am/html/arm/index.html" ��http://www.pwc-apsrep.am/html/arm/index.html� 


� It is recommended to set the medium target at 40% and the long-term target at 75% of private sector salaries


� For details, see  CONFLICT OF INTEREST POLICIES AND PRACTICES IN NINE EU MEMBERS STATES: A COMPARATIVE REVIEW. SIGMA PAPER NO 36, 18 June 2007; 


OECD ACN FOR EASTERN EUROPE AND CENTRAL ASIA- 7th GENERAL MEETING, GEORGIA, TBILISI 2008,


“Vision of the policy of identifying public servants’ interests and preventing conflicts of interests”, produced by a working group in the RA Prime Minister’s office, coordinating economic strategy and policy


“Public policy ethics from the experience of the UK public sector standards committee” (In Russian), Moscow, 2005,


“ARMENIA. THEMATIC ANALYSIS 2008-2012”, VOLUME II, CONFLICT OF INTERESTS, The World Bank, May 20, 2008





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


� The RA Government Decision No. 1067 of November 5, 2001 “On the Authorized Government Body in Charge of Implementation of Declaration of Property and Income as Provided for in the RA Law on Declaration of Property and Income by Persons in Leadership Positions in the RA State Bodies” (went into effect on November 14, 2001)


� The RA Government Decision No. 304 of April 14, 2002 “On Approving the Forms and Procedures for Publishing Information Included in Declarations of Property and Income Submitted by RA State Officials and Their Related Persons” (went into effect on April 12, 2002)


Order of the RA State Tax Service No. 03/13-N of May 27, 2003 on “Providing Information Included in Declarations of Property and Income of RA State Officials to the Media for Publication” (went into effect on June 26, 2003)


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


� Including dismissal


� Fully extend the conflict of interests declaration system to persons in political, discretionary and leadership and top positions in state service and to require a mandatory publication of declarations. Use a limited system of declaration of interests for state and community servants in chief and leading positions, providing for publication of declarations by request. Establish the strictest regime of declaration of conflicts of interests for persons working in services or performing work with highest corruption risks. Apply general restrictions envisaged by rules of ethics to public servants who are not involved in decision-making processes. Use the same differentiation of declaration of interests for the related persons.


� Or his deputy


� This recommendation is aimed at improving the public’s perception of corruption and increasing public’s confidence and trust towards officials and state servants.


� The RA Law on Budget System, Article 26


� The RA Law on Procurement


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


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


� The RA Government Decision No. 1649-N of November 27, 2003 “On Procedures for the Implementation of Certain Functions Reserved by Law to Authorized State Bodies in Charge of General Management of State Non-Commercial Organizations” (went into effect on January 24, 2004)


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


� 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)


� Draft RA Law on Internal Audit (K-224-18.02.2008-FV-010/1), passed in the first reading by the RA National Assembly on April 10, 2008


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


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


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


� The RA Government Decision No. 2274-N of September 8, 2006 “ON Approving the Procedure for Determining All Possible Participants with the Right to Participate in Procurement Involving State or Official Secrets” (went into effect on January 26, 2006)


� The RA Minister of Finance and Economy Decision No. 718-N of July 14, 2006 on “Approving the Procedure for Creating an Annual Inventory of Procurement by the RA State Bodies Not Involving State or Official Secrets and Submitting it to the RA Ministry of Finance and Economy (went into effect on August 25, 2006)


�The RA Minister of Finance and Economy Decision No. 1166-N of November 2, 2005 “On Approving the List of Participants Who Have No Right to Participate in the Procurement Process” (went into effect on December 11, 2005)


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


� The RA Government Decision No. 531-N of August 31, 2000 “On Priority Measures to Ensure the Application of the RA Law on Procurement”


�The RA Government Decision No. 1904-N of October 31, 2002 “On Approving the Bylaws of the Public Procurement Agency State Non-Commercial Organization and the List of Property to Be Transferred to that Organization” (went into effect on December 26, 2002)


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


� GTZ,  ProSME "Entrepreneurship Survey" 2007 as well as interviews conducted by consultants on this assignment. See also TI indicator on public perception in the field of procurement. 


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


� The 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)


� The RA National Assembly’s Decision No. N-332-2 of March 25, 2003 “On the Ratification of the Convention Against Transnational Organized Crime”


The RA National Assembly’s Decision No. N-076-3 of March 3, 2003 “On the Ratification of the UN Convention for the Suppression of the Financing of Terrorism”


� 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 Center (AEPLAC), October 2007, Yerevan, p. 35


� The RA Law on Combating Money Laundering and Financing of Terrorism (HO-80-N) was adopted on May 26, 2008. The 2008 law supersedes the 2004 ML/FT law


� 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)


� 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


� The RA Government's decision No. 173 of March 13, 1998 establishes a list of information constituting state secret. Article 9 of the RA Law on State and Official Secrets defines the list of information constituting state and official secret


� Implemented under DFID’s Armenian Public Sector Reforms program, with the participation of stakeholder NGOs 


� See the report on Armenia adopted at the 6th meeting of the OECD Istanbul Anti-Corruption Action Plan, December 13, 2006, Paris


� According to a business environment survey conducted by the World Bank in 2004


� Armenia; the Caucasus Tiger. Volume 1: Sustainable Economic Development Policies. World Bank, 2006, p. 91


� For details, see: http://www.iccwbo.org/policy/anticorruption/id870/index.html


� In particular, the provisions of the UN Convention Against Corruption, Council of Europe’s Criminal Law Convention, and OECD Convention Against Bribery of Foreign Officials in International Transactions


� The RA Criminal Code was adopted on April 18, 2003 


� The RA Law on Amending the RA Criminal Code, Article 3, adopted on May 2, 2005


� The RA Law on Amending the RA Criminal Code, adopted on December 5, 2006


� A Glossary Of International Standards In Criminal Law: Corruption, OECD Glossaries, 2008, p. 26, Explanatory Report, Council of Europe Convention, para. 36.


� The RA Law on Civil Service, Article 1. The law was adopted on December 4, 2001


� See: A Glossary Of International Standards In Criminal Law: Corruption, OECD Glossaries, 2008, p. 10.


� It is separated in Article 17 of the UN Convention 


� According to the RA Civil Code, “a legal entity is  an organization that has its own property and can cover its liabilities with that property, can acquire and exercise property and personal non-property rights on its own behalf, hold liabilities, appear in a court as a plaintiff or a respondent.” Legal entities include both for-profit (commercial) organizations, and non-profit organizations and organizations that divide its profits among participants (non-commercial organizations) (The RA Civil Code, Article 51)


� Evaluation Report on Armenia, adopted by GRECO at its 27th Plenary Meeting of March 10, 2006, Monitoring Report of Istanbul Anti-Corruption Action Plan for Armenia of October 2005, Monitoring Report of Istanbul Anti-Corruption Action Plan for Armenia of December 2006. 


� Commentary 24 on the OECD Convention and the Legislative Guide for the Implementation of the UN Convention, para. 338.


� The RA Law on Amending the RA Criminal Code, Article 1


� See the report on Armenia adopted at the 6th meeting of the OECD Istanbul Anti-Corruption Action Plan, December 13, 2006, Paris, the section on Recommendation N. 9


� The RA Law on Amending the RA Civil Code, adopted on May 20, 2005


� Taking a commercial bribe is punished by a fine in the amount of 200 to 400 times the minimum wage, or by depriving the person of the right to occupy certain positions or engage in certain activities for a maximum of two years, or by imprisonment for a maximum of two years. Taking a bribe by an official is punished by a fine in the amount of 300 to 500 times the minimum wage, or by imprisonment for a maximum of five years, with depriving that person of the right to occupy certain positions or engage in certain activities for a maximum of three years


� Giving a bribe is punished by a fine in the amount of 100 to 200 times the minimum wage, or by detention for  one to three months, or by imprisonment for a maximum of three years (RA CC, Article 312) 


� See the report on Armenia adopted at the 6th meeting of the OECD Istanbul Anti-Corruption Action Plan, December 13, 2006, Paris, the section on Recommendation N. 9


� The RA Law on Amending the RA Criminal Code, Article 1 (adopted on November 28, 2006) 


� The RA Criminal Procedure Code, Article 199, Part 1.1 (adopted on July 1, 1998) 


� The law was adopted on May 26, 2008 


� In the US, it can be used for witness protection and drug prevention programs, but may not used for salaries for officials 


� See the report on Armenia adopted at the 6th meeting of the OECD Istanbul Anti-Corruption Action Plan, December 13, 2006, Paris, the section on Recommendation N. 12 


� The RA Law on Amending the RA Criminal Procedure Code, adopted on May 25, 2006 


� Persons participating in a criminal trial include the participants of the trial, witnesses, court secretaries, interpreters, experts, specialists and testifying witnesses. Participants of the trial are the prosecutors (accusers), investigators, investigative authorities, as well as victims, civil claimants, their legal representatives and representatives, the suspects, their legal representatives, their defense lawyers, civil respondents and their representatives (the RA Criminal Procedure Code, Article 6, paragraphs 31 and 32)


� The RA Criminal Procedure Code, Article 190, Part 6; the RA Law on Special Investigative Service, passed on November 28, 2007 


� The RA Law on Operative-Investigative Activities, Article 14; the law was passed on October 22, 2007 


� The RA Prosecutor General’s semi-annual data on the results of corruption-related crime investigation for 2007 (compiled on January 14, 2008)


� Crimes under Articles 312 and 313 of the RA Criminal Code are mentioned specifically, because they occupy a special place among corruption-related crimes; however, there are no solved crimes under these articles 


� By the February 18, 2008 decision of the RA Prosecutorial Panel


� See UNDP Report on the results of participatory monitoring in the areas of healthcare and education, conducted by community-based civil society groups (Yerevan 2007), and a report on the results of monitoring and sociological survey conducted by the Armenian State Servants Union NGO under the program for encouraging civil society observation missions in the civil service system as an anti-corruption activity (Yerevan, 2007) 


� The RA Law on Legal Acts


� The RA President’s Order of March 13, 2005 “On Approving the Procedure for Providing Grants to Non-Governmental Organizations from the RA State Budget”


� See “Perception of Corruption in Armenia 2006, http://www.transparency.am/dbdata/UNDPbook_arm_web_2.pdf


� The RA Law on Principles of Administration and Administrative Procedure was adopted on February 18, 2004. It was amended significantly on December 13, 2004 and went into effect on December 21, 2004


� On June 25, 2004, the RA Government passed Decision N 975-N “On Approving the Sample Procedure on the Procedure and Conditions of Keeping the Records of Administrative Cases, their Registers and Registers of Administrative Acts”


� Administrative bodies are the national and territorial bodies of the executive branch of power in the Republic of Armenia, as well as local self-government bodies. Other state bodies engaged in administration (i.e. activities that have an external impact of administrative bodies, which are completed by the adoption of administrative or normative acts, as well as actions or inaction producing material consequences for persons) are also considered administrative bodies (See the RA Law on Principles of Administration and Administrative Procedure, Article 3)


� For examples, see the Order N153-N of December 29, 2004 of Minister/Chief of Staff of the RA Government, Order N 228-N of September 5, 2007 of the RA Minister of Justice, Order N 2469-N of December 29, 2004 of the Mayor of Yerevan, Order N 4-N of November 19, 2004 of the RA Police Chief, Decision N 29-N of June 10, 2005 of the National Television and Radio Commission, Decision 59-N of June 18, 2008 of the RA State Committee for the Protection of Economic Competition, Decision N341/04-N of December 14, 2004 of the RA Securities Commission, etc.


� The RA Administrative Procedure Code was adopted on November 28, 2007


� The RA Law on Procedures to Examine Citizens’ Proposals, Applications and Complaints, adopted on December 22, 1999


� See the RA Law on Principles of Administration and Administrative Procedure, Article 113, Part 3


� http://www.anticorruption.am/am/5/


� The RA Law on Advocacy


� See the RA Law on Advocacy, Article 6


� See the 2005 monitoring report of OSI Justice Initiative in 14 countries in Africa, Latin America and Europe � HYPERLINK "http://www.justiceinitiative.org" ��www.justiceinitiative.org� £


� In 2007, the number of citizens’ application to the municipality increased by 125% compared to 2006 (25.5 thousand in 2006, 57.6 thousand in 2007), while the number of applications about the same problem decreased three times. 57% of citizens’ applications received in 2007 had to do with public utilities problems, 17% - property issues, 14% - urban planning, 5% - legal issues. 4% of applications were about social and healthcare issues, 1% - education and culture, and 0.6% - transport. This growth dynamics continued in the first half of the current year. In January-June 2007, the municipality received 23610 applications, whereas in the same period of 2008, the number of applications reached 40384 (+16774 or 71%) (See � HYPERLINK "http://www.yerevan.am/news/1patuhan.pdf" ��http://www.yerevan.am/news/1patuhan.pdf�)


� The study was conducted by Freedom of Information Center non-governmental organization in November-December 2007. For complete report, see � HYPERLINK "http://www.foi.am" ��www.foi.am� 


� Organization for Economic Cooperation and Development.  Report on Implementation of Recommendations in Armenia (from December 2006 to September 2007), Recommendation No. 23


� All demographic groups have suggested that ensuring free and fair election is one of the main ways to combat corruption. � HYPERLINK "http://www.transparency.am/dbdata/UNDPbook_arm_web_2.pdf" ��http://www.transparency.am/dbdata/UNDPbook_arm_web_2.pdf�


� See the RA Election Code, Article 7, Part 3


� While campaigning, candidates (parties) are not allowed to give (promise), personally or by someone else on their behalf, money, produce, securities, goods or services to citizens, for free or on beneficial terms (See the RA Election Code, Article 18, Part 7)


� Election observation is not limited to the voting day alone; observers monitor the period before the voting day to make sure there have been no violations before the voting day (e.g. improper compilation of voter lists, obstacles for the registration of candidates, restrictions on the freedom of speech and access to the media, or violations related to access to state financing for campaigns), then they observe on the voting day (e.g. putting pressure on voters, multiple voting, violation of the secrecy of the ballot, and others) and the period after the voting takes place (especially vote counting and publication of election results). Observation should focus especially on the state’s conduct towards their responsibilities and neutrality. (See Code of Good Practice in Electoral Matters, by Venice Commission, CDL-AD (2002)023rev)


� The RA Election Code, Article 30


�  See Decision of the RA Constitutional Court No. SDO-703 of June 10, 2007, Part 18


� For example, people with the 1st and 2nd degree of disability, convicts, World War II veterans, pensioners, refugees, family members of freedom fighters killed in action, etc.





PAGE  
7

