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The OECD is a unique forum where the governments of 30 dracies work
together to address the economic, social @i environmental challeges 6t globalisation.
The OECD is also at the forefront of efforts to understand andelp governments

respond to new developments and co cgrns, such as co te governance, the
information economy and the challenge an agein t10n The Organisation
provides a setting where governments can pare p periences, seek answers to

common problems, identify good practlce@i work to co-ordinate domestic and
international policies.

The OECD member countries are: Australgl ustria, Belgium, Canada
Czech Republic, Denmark, Finland, France, Germ Grseciﬂdé‘ \éld
Ireland, Italy, Japan, Korea, Luxembourg, Mexico, the Netherl ew Zealand,
Norway, Poland, Portugal, the Slovak Republic, Spain, Sweden, Switzerland, Turkey,
the United Kingdom and the United States. The Commission of the European
Communities takes part in the work of the OECD.

OECD Publishing disseminates widely the results of the Organisation’s statistics
gathering and research on economic, social and environmental issues, as well as the
conventions, guidelines and standards agreed by its members.

This work is published on the responsibility of the Secretary-General of
the OECD. The opinions expressed and arguments employed herein do not
necessarily reflect the official views of the Organisation or of the governments
of its member countries.
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The fight against corruption has on recen een placed on the
international policy agenda, despite its lo nown effects on democratic
institutions and economic and social developmeng. Today, many international
organisations are addressing the global and multi- ed challenge of flg t1
corruption. The main contribution by the OECD has b n inghe re
corruption in international business transactions. The 1997 onventwn on
Combating Bribery of Foreign Public Official in International Business
Transactions, together with the 1996 Recommendations and 1997 Revised
Recommendation of the Council on Combating Bribery in International
Business Transactions were adopted by all OECD countries and five non-
OECD countries. It is a legally binding document, the implementation of which
is systematically monitored. This convention has since become a powerful tool
in controlling international bribery.

The OECD Guidelines for Multinational Enterprises and Principles of
Corporate Governance are non-binding tools that help level the competitive
playing field for companies and ensure the integrity of business operations. The
OECD also addresses the demand side of bribery through its work on public
governance, which includes Recommendations on Improving Ethical Conduct in
the Public Service, Guidelines for Managing Conflict of Interest in Public
Service and Best Practices for Budget Transparency. The Support for Improved
Governance and Management Programme (SIGMA) helps the EU candidate
and new member countries to reform their public administration, and to
strengthen their public procurement and financial control systems. The OECD
also fights corruption in aid-funded procurement and has endorsed the
Recommendations on  Anti-Corruption  Proposals  for Bilateral Aid
Procurement.

The OECD supports several regional initiatives to promote anti-corruption
actions in non-member countries. The Anti-Corruption Network for Transition
Economies — one such initiative — assists the countries of Central, Eastern and
South Eastern Europe, Caucasus and Central Asia in their fight against
corruption by providing a regional forum for exchanging experience and
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elaborating best practices. Ministers launched™the Istanbul Anti-Corruption
Action Plan in 2003 to provide targeted port to Armenia, Azerbaijgn,
Georgia, Kazakhstan, the Kyrgyz Republic,"(‘he Russian Federation, Taji%
and Ukraine. Implementation of this Actm Plan includes reviewing
and institutional framework for fighting corruption, identifying its a@v ments
and weaknesses, and proposing further ac@ns.

The review was based on the OEC thodology for s?—assessment and
peer review. Self-assessment reports welt prepared by governments of

Istanbul Action Plan countries. Internati team experts reviewed the
reports and provided their assessme and commendations. The
recommendations were endorsed at review tings, which brought together

national governments of Istanbul Action Plar(iountries, other transition «

economies and OECD countries, international org@gsmisations, internati
financial institutions, as well as civil society and business a&ocfatio@® ifivolved
in fighting corruption in the region. The recommendations contain country
specific actions in areas such as strengthening anti-corruption policy and
institutions, reforming anti-corruption legislation according to international
standards, and implementing preventive measures by ensuring an ethical civil
service and effective financial control.

This report presents the first systematic international anti-corruption
review of Armenia. The results, presented in this publication, provide an
important guide for this country in its anti-corruption efforts. The
recommendations provide a benchmark for regular monitoring of Armenia’s
progress. This report also serves as a reference for other partners involved in
fighting corruption not only in transition economies, but also in other regions of
the world.

William Witherell
Director for Financial and Enterprise Affairs
OECD
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Istanbul Anti-Corruption Action Plan U 00

The Istanbul Action Plan for Armenia, Azerbaij¥q, Georgia, Kazakhstan,
the Kyrgyz Republic, the Russian Federat@ Tajikistan and Ukraine was
endorsed at the Sth Annual Meeting of the ti-Corruption Network for
Transition Economies (ACN) in September 2003 11 Iktanbul. ACN Secret ]%;t
based at the OECD Anti-Corruption Division, provid€s se@et

the Istanbul Action Plan. An Advisory Group was establishe to a531st the
Secretariat to develop, implement and assess the Work Programme of the
Istanbul Action Plan; the Group brings together national coordinators from the
Istanbul Action Plan countries, OECD members and donor agencies,
international organisations, civil society and business groups.

The implementation of the Action Plan foresees several phases: review of
legal and institutional framework for fighting corruption and endorsement of
recommendations; implementation of the recommendations though national
actions and international support; and review of progress in implementing the
recommendations. The first phase — country review of legal and institutional
frameworks for fighting corruption — has been conducted in 2004.

Country Reviews

The methodology of the review was based on the OECD practice of mutual
examination, and took account of the experience of other organisations, such as
the Council of Europe and its GRECO review programme. The Istanbul Action
Plan review included the following elements: self-assessment carried out by the
governments of examined countries; expert analysis of the self-assessment
report by a team of peer reviewers; discussion of the assessment and
recommendations developed by the experts during Istanbul Action Plan review
meetings; and endorsement of country recommendations based on consensus.

To help the governments to carry out the self-assessment, the Secretariat
developed Guidelines for Status Reports. The Guidelines included a series of
questions with comments, covering the following areas: national anti-corruption
strategy; promotion of accountability and transparency (ethics in the public

FIGHTING CORRUPTION IN TRANSITION ECONOMIES: ARMENIA - ISBN 92-64-00984-1 © OECD 2005
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service; public procurement; financial control; and customs systems; money

laundering; corporate accounting and auditi éaocess to information; private

sector and civil society involvement; pOllth party financing); crnmnal&?%‘n

of corruption (definition and elements of @ences including active an

bribery and other corruption related offlces sanctions; statute o @I tions
di

definition of a public official; def and immuniti 1Ct10n
confiscation of proceeds; corruption in ivate sector and %hty of legal
persons); specialised service; investigatiop and law enforce distribution of

powers between law enforcement age mandato@and discretionary
prosecution; investigative capacities; (\émsed e and corruption);
international aspects and mutual legal assista@

The self-assessment reports were developec(by the governments of the

Istanbul Action Plan countries, based on the inputs of ffheir national instituti
involved in the prevention and combating corruption. .Fere@r were
supported by extracts from various legal acts. These reports provided the main
basis for country examinations. Additional publicly available sources of
information were used as well, such as reports developed by other international
organisations. Reports specially prepared for this review by the civil society
groups provided an important input.

Teams of review expert teams were established for each country. The
experts were nominated by the governments of Istanbul Action Plan countries
(excluding the examined country), other transition and OECD countries,
international organisations and civil society groups participating in the Action
Plan. The expert teams studied the reports and other available information, and
developed draft assessments and recommendations for each country. The draft
assessment and recommendations were presented at review meetings, which
brought together some 80 participants, representing all the main stakeholders.
The review meetings provided an opportunity for the national delegations to
present their self-assessment report, the review team presented draft assessment
and recommendations, and all the participants debated final recommendations.
The recommendations were endorsed by consensus.

Assessments and Recommendations

The recommendations include general assessment and recommendations,
followed by concrete recommendations in three broad areas: national anti-
corruption policy and institutions; legislation and criminalisation of corruption
and transparency of the civil service. The assessment and recommendations
vary among the countries reflecting different national situations. While it is
impossible to summarise the findings for all the countries, a number of common
issues emerged during the review.

FIGHTING CORRUPTION IN TRANSITION ECONOMIES: ARMENIA - ISBN 92-64-00984-1 © OECD 2005

it
e /‘ E d/‘f

(o)

2

"/

Y

J

v
2,



Anti-Corruption Policies and Institutions

Many countries have declared the fight‘&gainst corruption a key prioN
the broader framework of economic anm)cial reforms. At the tim tHe
reviews, Georgia and Ukraine were entering the stage of updating te isting
anti-corruption strategies; Armenia has@lopted its anti-corryptiOw”strategy;
Azerbaijan and Tajikistan were in the protess of elaborating argdopting such
policy instruments. While recognising these aefigvements, the
recommendations stress the need to impfove the anal basis for such
programmes, including the need to study tﬁééatterns @rends of corruption in
each country, to identify sectors and institutighg whereMhe risk of corruption is
particularly high. The recommendations~ call for reinforcement of

implementation measures, and a balanced approacl(gf repressive and preventive

measures. They further underline the importance of ticipatory proces.

the elaboration and monitoring of anti-corruption programfhes] andtfategies,
which should involve all branches of public authorities, civil society and private
sector. Finally, the recommendations stress the importance of effective
monitoring and reporting mechanisms to support the implementation of anti-
corruption policies.

Armenia, Georgia and Ukraine have established anti-corruption councils or
committees responsible for the elaboration and/or monitoring of the
implementation of anti-corruption strategies. The recommendations call to
strengthen these bodies by ensuring their independence and high moral of their
members, promoting public involvement in their work and providing adequate
resources for their effective operations. Establishing a national multi-
stakeholder anti-corruption council was recommended for Tajikistan. In
addition to these policy bodies, it was recommended for all countries to
establish specialised anti-corruption law-enforcement agencies, responsible for
detection, investigation and prosecution, as well as for the coordination among
other law-enforcement agencies involved in the fight against corruption.

The recommendations for all countries stress the importance of awareness
raising among the general public and public officials, and training at all levels,
including corruption-specific training for policy, prosecutors, judges and other
law enforcement officials.

Legislation and Criminalisation of Corruption
The assessment of national anti-corruption legislation confirmed that all
reviewed countries have developed core legislation criminalising corruption and

corruption related crimes, but national anti-corruption legal standards fall short
of international anti-corruption standards, such as the Council of Europe’s
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Criminal Law Convention on Corruption, the U'AiAted Nation’s Convention on
Corruption and the OECD Convention on Cc')g?ating Bribery of Foreign Public
Officials in International Business Transactidns. The recommendations
field of anti-corruption legislation requiremm all countries of the Acti
to reform national legislation and to bring in line with the intern@na anti-
corruption standards, including the follov@ recommendations:

ébenefits and

it
e /‘ E d/‘f

e Criminalise offer and promise |of) bribe, non-ma
trading in influence, and brib&y though a @ person; clarify
provisions about gifts to officials;

e Ensure adequate sanctions for cqftyption und corruption related
offences, strengthen sanctions for acti ribery;

e Ensure effective responsibility of legal pet(gns for corruption; <

e Ensure mandatory confiscation of proceeds, e based confiscagg
and confiscation from third persons; consider® intlgd@n legal
provisions for checking and seizure of unexplained wealth;

e Ensure sufficient statute of limitation for corruption and corruption
related offences;

e Ensure that definition of a public official is broad enough to include all
levels of power, state representatives on boards of companies, foreign
and international officials;

e Reduce scope of immunities and categories of officials who benefit
from them, clarify criteria for lifting immunities;

¢ Ensure effective international mutual legal assistance;

¢ Ratify the Council of Europe and the UN Conventions against
corruption.

The recommendations call the countries to harmonise their anti-corruption
legislation in order to ensure that the provisions of Laws on the Fight against
Corruption, which were recently adopted in many countries, are adequately
reflected in the Criminal Code and other relevant legislation, and that
disciplinary, administrative and criminal corruption offences do not contradict
each other, and do not leave legal gaps.

The reviews stressed that more information was needed to assess actual
interpretation and implementation of the legal texts. The recommendations call
the countries to evaluate continuously the application of their national anti-
corruption legislation, and to develop it further based on the analysis of its
effectiveness.
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Transparency of Civil Service OS
During the review of corruption preé’cntion measure in civil s ﬁ%,
countries have reported about their efforts@developing regulatory fra@r S
in such areas as merit-based civil service and management of| ict of
interest; transparency and fairness in pubf®\procurement and tagatiow#financial
control and anti-money-laundering; politica party finance; and gblic access to
information. The recommendations pro@e further reforwf®y in these areas,

including the following: \» @

e Introduce unified merit-based syste r appointments and promotion
in the civil service, which would, the extend practicable, limit
discretional decisions;

e Elaborate and disseminate comprehensive p]btlcal guides for &h‘)
officials on corruption, conflict of interest, ethical fan rdesglétlons
and reporting of corruption; provide training on anti-corruption to
officials; introduce codes of conduct for civil servants, particularly in
the agencies where the risk of corruption is high; consider the
introduction of an ethics supervision body/commissioner;

e Ensure effective implementation of Conflict of Interest legislation,
including strengthening of monitoring of its implementation,
empowering relevant institutions to verify the accuracy of submitted
declaration of assets, sanctions for failure to comply with requirements;
Improve the mandatory asset disclosure system for higher ranking
public officials in all branches of government;

e Adopt measures for the protection of employees in state institutions and
other legal entities against disciplinary action and harassment when
they report legitimate suspicious practices within the institutions to law
enforcement authorities or prosecutors, by adopting legislation or
regulations on the protection of “whistleblowers”; improve the system
of internal investigations in cases of suspected or reported corruption
offences;

e Introduce measures to limit discretion in public procurement; introduce
eligibility criteria to exclude from bidding companies, which had been
convicted for corruption; promote electronic contracting; enhance
transparency of procedures and publishing public procurement
information;

e Review the regulatory framework for taxation to reduce incentives for
tax evasion and to limit the discretionary powers of tax officials;

e Pursue the implementation of the FATF recommendations; adopt and
enact anti-money laundering legislation; establish and strengthen
Financial Intelligence Units; build expertise necessary for financial
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investigations in corruption-related 8§S’ ensure coordination and 0

2

exchange of information with financigb€ontrol/audit institutions;
e Consider establishing an office of an Information commissio

receive appeals under the Law@n Access to informatioxf, N1mit
discretion of officials and the scope of information th@o 1d be

withheld; enhance cooperation wmcivil society. b
Implementation of Recommendations U 0
While these recommendations are nd&gally { '%they represent the

commitment of the participating states, and@s1 expedted be implemented as
such by their governments. Implementation ofthese recommendations will not

only support the objectives of the Istanbul Anti—Cofr)\ption Action Plan, but will {

also help the countries to meet their legally bindifigZ obligations unden@
United Nation’s Convention on Corruption and the C&mcll_ce pe’s
Criminal Law Convention on Corruption.

Besides, the results of the reviews provide a framework for launching the
second phase of the Istanbul Action Plan, which will focus at the regular
monitoring of national actions to implement the recommendations and at
thematic reviews on selected priority issues; they will also provide a benchmark
for review of implementation of recommendations, planned under the third
phase of the Action Plan.

Following the Introduction, the book presents the recommendations. Next
section contains the full text of the national self-assessment report. Civil society
report and the text of the Istanbul Action Plan are presented in Annexes. This
publication was compiled by the OECD Secretariat; it is available in English
and Russian languages. For more information, please refer to the web site of the
Anti-Corruption Network for Transition Economies/OECD
www.anticorruptionnet.org.
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SUMMARY ASSESSMENT AND RECOMMENDATTI
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National Anti-Corruption Policy and Ins}%ons Q > [
%

General Assessment and Recommendations (/ <
The Republic of Armenia recognizes that col?u,pti@ igér@o’t‘am
problem in the country. In 2003, Transparency Internation orruption
Perception Index ranked Armenia 78" in a list of 133 countries. In recent years,
the Government has stepped up efforts to address corruption. A Steering
Committee to co-ordinate the Anti-Corruption Program was established by the
Prime Minister Decree N°4 of 22 January 2001. Under this initiative an Anti-
Corruption Strategy and Action Program were adopted in November 2003.

Armenia is party to several relevant bilateral and multilateral international
agreements, including the European Convention on Human Rights with its
Protocols, the Council of Europe Convention on Mutual Assistance in Criminal
Matters, the Council of Europe Convention on Extradition and Council of
Europe Laundering, Search, Seizure and Confiscation of the Proceeds from
Crime. Armenia has also signed the Council of Europe Criminal Law
Convention on Corruption and joined the Council of Europe’s Group of States
against Corruption (GRECO) in 2004; its evaluation within the framework of
GRECO is scheduled for 2005.

The 2003 Anti-Corruption Strategy and Action Program focuses on
fighting corruption in the economic sector. It proposes measures to streamline
anti-corruption preventive actions in the shadow economy, in tax and customs
administration. It further addresses the business environment and proposes to
protect property rights and to differentiate the public and private sectors, to
create competitive policies, and to ensure a free competitive environment.

The Program furthermore proposes measures aiming at reforms of the
legislative framework and its harmonization with international anti-corruption
standards. Ensuring judicial independence, repression of corruption occurrences
in law enforcement and public management systems, as well as political
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corruption and civil society participation in the ﬂéﬁt against corruption are also
emphasized by the Program. Proposed refo 1Q of the judicial system aim (o
improve the independence of judicial powers. The program emphasizﬁ
importance of further improvements in the@rll service, launching a me

for a public appeal system, strengthening and protecting the 1nst1tu’ or the
protection of human rights. Measureg_re being develop diminish
corruption risks in electoral, self-governaff€e, education, and he%systems

It is envisaged that the fight againstgrruptlon unde? Program will be
co-ordinated by an Anti-Corruption Coun eportl e President. Under
the auspices of such a Council, there will an Ant-corruption Monitoring
Group (ACMG) which will be composed of d#fferent governmental bodies and

civil society representatives. The Council and the @up shall be responsible for <

monitoring the program implementation, particularly co-ordination of
corruption measures. The Council and the Group are current® infthe@nfi-stages
of establishment.

While the anti-corruption coordination and monitoring functions are in the
process of consolidation and strengthening (establishment of the ACMG),
Armenia still lacks an independent law enforcement and/or prosecution agency
for the fight against corruption. Currently, detection and investigation of
corruption offences are performed by regular law enforcement agencies within
their respective competencies (National Security Service and Police) and
operating pursuant to laws on these services (Armenian Law on Agencies of
National Security, Armenian Law on Service at Agencies of National Security,
Armenian Law on the Police, Armenian Law on Service at the Police). It should
be noted that recently a specialized department has been created within the
Prosecutor General’s office to deal primarily with the prosecution of corruption
cases. Specialized anti-corruption units also exist within the above law
enforcement agencies. There is, for example, a Unit for Fighting Economic
Crime and Corruption in the Organized Crime Department of the Police.
According to the report, there is no undue duplication of authority or functions
of these bodies. The co-operation between them is carried out according to
common principles adopted among law enforcement agencies. Nevertheless, it
appears that the level of such co-ordination remains a subject of concern.
Positive achievements can be seriously undermined if law enforcement agencies
lack efficiency in prosecuting and adjudicating corruption-related offences. It is
well known that every initiative against corruption loses credibility if policies
are not supported by visible and efficient law enforcement actions and concrete
results.

In this context, the discrepancy between the reported level of corruption in
the country and the actual prosecution and conviction rates for bribery and
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corruption-related offences is a matter of ious concern. In such an
environment it is difficult to tackle corruptio Qall public agencies at once ;gd
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even more so in a country with limited financtal resources. Focusing prevéngt
and in particular law enforcement, efforts m few selected corruption-rig\ eds
demonstrates the possibility of positive changes. However, even cused
measures require a co-ordinated approac %f law enforcement gnd Prosecution
bodies with properly specialized, train€d@™and committed peémel, free of
undue political or other interference. U 0

Consequently, it should be a priority\b);k of t overnment to actually
implement its Anticorruption Strategy and gram as well as to undertake
concrete measures for consolidating efforts he repressive side of the fight

against corruption. Armenian authorities should a(s; recognize the importance

of the consolidated action of the Government and cfgd society in contro.*i‘
corruption and involving the private sector and civil society®n the f@ght{against
corruption to the largest possible extent.

Specific Recommendations

1. Continue with the activities to make the Anti-corruption Council and
the Monitoring Group operational and ensure their proper functioning.
Special attention should be given to ensuring high moral and ethical
standards of the members of both bodies, including representatives of
relevant executive bodies (administrative, financial, law enforcement,
prosecution), as well as from the Parliament and Civil Society (e.g.
NGOs, academia, respected professionals etc.) in the Monitoring
Group.

2. Upgrade statistical monitoring and reporting of corruption and
corruption-related offences by introducing strict reporting mechanisms
on the basis of a harmonised methodology. Ensure regular reporting to
the Anti-corruption Coordination Monitoring Group, covering all
spheres of the Civil Service, the Police, the Public Prosecutor’s
Offices, and the Courts, which would enable comparisons among
institutions.

3. Consolidate law enforcement efforts in the fight against corruption
and ensure better co-operation, in particular with the newly
established specialized department within the Prosecution Service.
Further specialize anticorruption units within the Police and ensure
functional links between specialised law enforcement bodies and the
specialised prosecution department. Undertake steps to minimize
possible improper influence of or interference into the work of law
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enforcement officials investigating ¢ ?ﬁption offences. Exchange of
knowledge and information should\be direct and confidential; the
number of administrative decisi makers (heads of diﬁét
departments for example) should% minimized.

4. Armenia should study exam of countries w reQecialized
independent anticorruption bo with a combinati f repressive
(investigative, prosecutorial), preyentive and ed onal tasks and
powers have been establislitd (Hong u?‘s Independent
Commission Against Corruption (ISAC) mi erve as the most well
known example of such body). O
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5. Continue with efforts in the area of corr(g&ion-specific joint trainings (@

for police, prosecutors, judges and other Igyrenforcement officials;
provide adequate resources for the enforcemenf®of Iint'eogaptlon
legislation.

6. Conduct awareness raising campaigns and organise training for the
relevant public associations, state officials and the private sector about
the sources and the impact of corruption, about the tools to fight
against and prevent corruption, and on the rights of citizens in their
interaction with public institutions.

7. Ratify Council of Europe Criminal and Civil Law Conventions on
Corruption; sign and ratify the UN Convention against Corruption.

Legislation and Criminalisation of Corruption
General Assessment and Recommendations

The criminal code of Armenia has a number of provisions criminalizing
corruption and corruption-related offences. However, the scope of the
criminalized acts does not fully meet the requirements of international anti-
corruption standards (as enshrined in the United Nation’s Convention on
Corruption, the Council of Europe’s Criminal Law Convention on Corruption
and the OECD Convention on Combating Bribery of Foreign Public Officials in
International Business Transactions).

For example, criminalized passive bribery and active bribery should cover
offering or soliciting a bribe. The provision which legalises a payment of a
considerable amount of money to a public official for an action or non-action
within his competences, provided there is no preliminary agreement, appears as
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an odd anachronism. This provision seem “ﬁnstrued to make de facto
corruption legal and would thus serve to fostié?

rruption.
Armenian legislation does not ex;@tly cover bribery of fo@\ﬁr
international public officials or bribery in international financial trar@i

The transfer of non-material ad@tages to public @cials is not
considered corruption, even if all the elerﬁgts of corruption resent. This is
a loophole that should be closed. Other ¥vantages, ap&m a “pecuniary
bribe”, should qualify for corruption. \)} Q\

Furthermore, Armenia should introducege criminalization of trading in
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influence in its legislation, as required by @ernational anti-corruption (@

standards. X
*LeC

Effective, dissuasive and proportionate sanctions are important elements in
the fight against corruption. They largely depend upon actual sentencing rather
than on the scope of the law and have not been covered by this review process.
However, the legal provisions of the maximum sentence, as well as certain
aggravating circumstances, need to be clarified in Armenian legislation to
ensure adequate statute of limitations.

According to the draft report it appears that certain important ranks of
public officials in Armenia at national and district level enjoy an extensive
degree of immunity in cases involving corruption. They are subject to criminal
liability only when certain representative bodies consent. The report does not
elaborate on the actual practice on lifting immunity. While it is difficult to judge
if the system hinders criminal liability for the public officials in practice, it is
recommended that prosecuting bodies should not depend on the discretionary
consent of political bodies. Exemptions from criminal liability should be
granted to public officials on the basis of transparent and reasonable criteria.

It appears that Armenian legislation does not contain any kind of liability
for legal persons in corruption or corruption-related cases, which is required by
most international standards on corruption. The lack of liability of legal persons
creates a risk that the bribing side cannot be held responsible, when no
individual briber can be clearly identified. Besides, it can lead to unbalanced
decisions when an individual is only responsible for actions that are carried out
in the interest of the employer; punishing only an individual will not encourage
companies to fight corruption within their ranks.

The Armenian report states that proceeds from corruption are subject to
confiscation. It does not elaborate on specific provisions and problems which
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might arise in connection with confiscating pro ?ﬁs. Confiscation is one of the
important tools for ensuring effectiveness of, éi-corruption efforts and shoyld
meet international standards (e.g. as presctibed in the Council of %&:
Convention on Laundering, Search, Seizn@ and Confiscation of the R eds
from Crime of 1990). Confiscation of proceeds from corruption an ption
related offences should be made maydytory. The law shqul able to
confiscate proceeds of crime in monetafy form, or, if not pgs$ble, in other
forms with equal value; any additiongl Jyields from pugdgeds should be
confiscated as well. Proceeds should be cofitiscated from person, i.e. when
the bribe taker has hidden them with relatiké]Sor oth tworthy persons. The
report does not elaborate on the interim ures available at the stage of
investigation for the purpose of confiscatio’ at a later stage. In addition,
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Armenia could explore possibilities to chec(/ nexplained wealth/illicit

enrichments, under proper checks and balances in acc nce with internati
practices, and to seize or confiscate such wealth if it is deterﬂlinlﬂ t@have been
acquired as a result of illicit income.

Concerning the investigative capacities, the report mentions the possibility
of getting access to bank files. Certain investigative capacities are important to
strengthen the possibilities of detecting corruption, e.g. interceptions of
communications and protection of witnesses. Armenia should consider
providing the legal basis for those capacities considered necessary in corruption
cases.

Specific Recommendations

8. Amend the incriminations of corruption offences to meet the
requirements of international standards as enshrined in the United
Nation’s Convention against Corruption, the Council of Europe’s
Criminal Law Convention on Corruption and the OECD Convention
on Combating Bribery of Foreign Public Officials in International
Business Transactions. In order to make the provisions criminalising
bribery offences more transparent and foreseeable consider replacing
existing complex fragmented provisions by a lesser number of general
provisions addressing passive and active bribery. The provision which
legalises the receipt by a public official of a gift not exceeding five
times minimum salary under certain circumstances should be
repealed. Furthermore, criminalise trading in influence.

9. Review the existing levels of the statute of limitations for corruption
offences to ensure that current relatively low time limits for basic
bribery offences do not hinder effective detection, investigation and
prosecution.
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10. Adopt clear, simple and transparent'gy for the lifting of immunity O]
and review the categories of pers enefiting from immunity ’)
the scope of such immunities to*ensure that they compl 9%1
international standards and canm be abused for shleldmg
from criminal liability for corruption offences.

11. Recognising that the responsi@ty of legal person@r corruption 1)
offences is an international stangatd included in al ernational legal J
instruments on corruption Arm nla should e assistance of
organisations that have experle in imp{eage ng the concept of v
liability of legal persons (such aﬁl ED and the Council of %
Europe) consider how to introduce o its legal system efficient and o
effective liability of legal persons for cor(gption. <

O

12. Amend the legislation on confiscation of proce®ds I@oecﬁ-me to
comply with international standards (such as the Council of Europe
Convention on Laundering, Search, Seizure and Confiscation of the
Proceeds from Crime). Ensure that the confiscation of proceeds
applies mandatory to all corruption and corruption-related offences.
Ensure that the confiscation regime allowed for confiscation of
proceeds of corruption, or property the value of which corresponds to
that of such proceeds or monetary sanctions of comparable effect, and
that confiscation from third persons is possible. Review the
provisional measures to make the procedure for identification and
seizure of proceeds from corruption in the criminal investigation and
prosecution phases efficient and operational.

13. Ensure that the concept of an “official” encompasses all public
officials or persons performing official duties in all bodies of the
executive, legislative and judicial branch of the State, including local
self-government and officials representing the state interests in
commercial joint ventures or on board of companies.

14. Ensure the criminalisation of bribery of foreign and international
public officials, either through expanding the definition of an
“official” or by introducing separate criminal offences in the Criminal
Code.

15. Contribute to ensuring effective international mutual legal assistance
in investigation and prosecution of corruption cases.
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Transparency of the Civil Service and Flnala Control Issues

General Assessment and Recommendations™ \*
According to the report, Armenia has key institutional mecha hich
are necessary for the operation of a meffybased civil service, A ian law

stipulates competition as a means to reeruit personnel for t@clvﬂ service.
However, certain stages of the recruitment )allow for exces iscretion. For
example, the competition commission subifits several rat mn one winner to
the official responsible for appointments. m latter makes a discretionary
decision to appoint one of the winners. A s -memder Civil Service Board,
appointed by the president, is tasked witingelecting staff for government
agencies and monitoring the performance of go(ey1ment officials. However,
critics of the council argue that because it is appointecby the president, it
objectivity and independence. ® L e

According to the report, codes of conducts are not part of Armenian
tradition. There have been only a few adopted in recent years in specific
organizations, such as the Armenian Bar Association or Prosecutor’s Office.
The Anticorruption Coordination Monitoring Group may play a crucial role in
developing codes of ethics in all areas of public sector and business activities in
Armenia.

Armenia does not have uniform conflict of interest regulations for all civil
servants. Regulations against conflict of interests, which could be used as an
example, are found in Armenia's "Law on Service in Police" which provides
relevant restrictions for police officers. It is particularly important that these
restrictions include mechanisms such as fiduciary management of company
shares owned by police officers and statements of income.

In addition to police officers, some 3 000 senior government officials,
including the president and government ministers, have to declare annually
revenue and property belonging to themselves and their families. The law
neither requires the verification of the financial statements nor provides for
strict punishment for providing false information. Gaps in the legislation enable
officials to register property in the name of relatives, thereby providing another
means of tax evasion.

Armenian laws envisage a criminal liability clause for those who fail to
report to the enforcement authorities about the facts definitely known to them
on planned offences, those in process and committed. This requirement should
be tightened up at least with regard to specific groups of public officials who,
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by virtue of their service, are likely to dete&f'gns of corrupt transactions.
Moreover whistle-blower protection measurei needed.
)

Armenia’s tax and customs syste@ have both their streng?
weaknesses in addressing the issues of corruption. Apparently @ € no
standard procedures in the tax and cg@ms systems for thg deYeetion and
reporting of corrupt transaction. However; a number of meabes are aimed
against internal corruption within these sysems. Here of sp@'@ importance is
the Supervision Department of the Stife Tax Admi ation. Meantime
according to a recent World Bank spoh&}red re which overall ranks
Armenia rather positively, bribes to tax offic'@ are th® most widespread form

of administrative corruption in Armenia.

There are several different institutions in the bra of financial co Ql)
namely Chamber of Control of the National Assembly, Fiﬁanchl @p@vismn
Department (Ministry of Finance) and a number of internal audit agencies in
state and local institutions, not to mention the Central Bank of Armenia. It is
important that financial control is harmonized and strategically planned and
complemented. Support has to be given to new laws, bringing maximum
independence to Chamber of Control.

According to the status report, the draft law on Combating Legalization of
Criminal Proceeds and Terrorism Finance will cover the major anti-money-
laundering aspects. This important piece of legislation should enter into force as
soon as possible. Upon enactment of this anti-money-laundering law, a financial
intelligence unit needs to be established.

While overall guarantees for access to information appear adequate, certain
aspects of the existing regulatory framework seem vulnerable to abuse. It is
highly commendable that, under the Law on Freedom of Information,
government bodies are obliged to release information within 5 to 30 days. They
are permitted to refuse the release of information in only a few cases, and
failure to comply with the law is a criminal offence. However, according to the
status report the information holder shall draft and publish its own procedures
for providing information. Therefore it is worth considering that the procedure
for providing information is determined in a centralized and uniform manner.

Armenia’s Law on Parties appears to be a potent tool for the tackling of
political corruption. The law imposes prohibitions on donations from a number
of sources to the parties, provides for state financing of political parties, and
obliges parties to submit financial and accounting reports. Moreover the
financial reports are to be published in the media.
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Specific Recommendations @

16.

17.

18.

19.

20.

21.

Introduce a unified system for recr‘hitment in the civil service, @1
would, to the extent practicable, @it discretionary decisions. o

Officials modelled on internatiomal standards (e.g. sugh\gs Council of
Europe Model Code of Conducy for Public Offfpyals) as well as
specific codes of conduct forgofesswns pa@ arly exposed to
corruption, such as police office udges cials, accountants,
etc. In addition, prepare, and widely~dissemibdate, comprehensive and
practical guidelines for public offtefals on cormptlon, conflict of
interests, ethical standards, sanctions reporting of corruption.
Consider introducing disciplinary liability f@psthe breach of cod
conduct. Consider the introduction of an chlL @p@nswn
body/commissioner.

Adopt a uniformed Code of ic / Code of Con$@* Public

Ensure that there is constant monitoring of the observance of rules on
gift acceptance and the avoidance of conflicts of interest and that
sufficient sanctions are in place in cases of non-compliance.

Screen the system for the control of assets of public officials to detect
any possible loopholes and develop proposals to eliminate such
loopholes. Consider increasing responsibility for public officials for
failure to comply with requirements to declare income, assets and
liabilities.

Enhance the obligation to report suspicions of corruption. Adopt
measures for the protection of employees in state institutions against
disciplinary action and harassment when they report suspicious
practices within the institutions to law enforcement authorities or
prosecutors, and launch an internal campaign to raise awareness of
those measures among civil servants.

In order to ensure the publicity and transparency of public
procurement, introduce an electronic contracting and bidding system.
In the electronic system, publish inter alia all the cases of complaints
to the authorized agency and reactions to such appeals. All
procurement information, which is not published, should be disclosed
upon request save for commercial and state secrets.
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22. Adopt the full set of anti-money-lalﬁlg legislation, which brings @)

Armenia in compliance with the '& national standard, and ensyre ’)
that a financial intelligence unit is sét-up as soon as possible. \
o

23. Rigorously follow the Anti-corruption Strategy in improvifigghe rules

governing the relationship betﬂn public officials agd ens and
the procedures associated wit cess to informati%])escribe the
1

—
specific measures that will be|ufidertaken if an @ cant does not J
receive a timely and thorough response. @ w

24. Ensure fluent and permanent cﬁcts gl\coordination among (%)
financial control/auditing institutionS<#h order to facilitate revealing of 2

corruption offences.
¢ b . ol
°*LecC
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National Anti-Corruption Strategy Aga\\nét Corrupti0n®® 5
Overview of Corruption Situation in Armeni Q\ 2]

The analyses of key issues provided by the pyblic management system and 7/
a series of surveys conducted by civil society orga ﬁyns served as the basi <
for the development and implementation of an anti-cOrrupgon Era@@;xthe
Government of Armenia (GoA).

One of the most significant contributions was the 2001 sociological survey
report on public reforms for households and enterprises submitted by the
Armenian National Forum, a non governmental organisation (NGO) funded by
the World Bank. In 2002, the Armenian office of Transparency International,
which receives financial support from the United Kingdom, the US Agency for
International Development, and the OSCE Yerevan Office, conducted a public
opinion poll on the prevalence and incidence of corruption in Armenia.
According to the findings of this survey, representatives of all categories
perceive corruption as an important problem in Armenia. They do not associate
it, however, with Armenia’s independence. The majority of the respondents
perceive corruption in the form of bribery and the abuse of official positions.

Over the last several years, there seems to have been a decline in the level
of corruption. In particular, the World Bank and EBRD surveys among
businesses in 1999 and 2002 found that in 2002 the incidence of corruption in
Armenia as compared to 1999 declined significantly both in absolute terms and
in comparison with Armenia’s position vis-a-vis other countries covered by
similar surveys.

Two specific types of observations related to corruption were covered in
this survey: (a) the magnitude of the “bribe tax” paid to various public officials
by businesses in the conduct of their activities; and (b) the magnitude of the
“cost of time” spent by business management with public agencies in the
conduct of their activities, as well as the change in these indicators over time. In
2002, business entities paid 0.92% of their sales turnover as a “bribe tax” as
opposed to 7.47% of sales turnover recorded in 1999. This represents an eight-
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fold decrease and compares to a 3.7 fold decrg’s'ﬁ)bserved in the 24 countries @)

2

surveyed for the same period. If in 1999 th&/‘bribe tax” index of 7.47% 4in
Armenia was higher by about 20% than tfe average index of 1.6% ﬁl
24 countries, in 2002 the index of @2% recorded in Armer@ s
approximately twice as small the average 1.6% of the 26 surveyed tries. A
similar situation was observed in theagost of time” category™=in 1999,
Armenian business management spent verage of 11.7% bweir time on
relations with public authorities, where@n 2002 this Wa@n y 2.8%. This
represents more than a four-fold decline. 11 24 surveyg@ countries the same
index decreased by about 1.3 times. It is v&hwhile g that if the index of
11.7% recorded in Armenia for 1999 was a ximatdly 21% higher than the
average 9.7% index of the 24 countries involv€d in the survey, than the 2.8%

index recorded in 2002 in Armenia is about three tﬁye smaller than the average

1.75% of the 26 countries surveyed.
' ¢ Lect
The Corruption Perception Index (CPI) was developed by the NGO
Transparency International. It encompasses and publishes findings of 17 public
opinion polls among businesses and academia, as well as the perception of
corruption by risk assessment experts. It covered 133 countries in 2003. Its
calculations focus primarily on corruption in the public management system,
whereas political and administrative types of corruption are not distinguished.
Nevertheless, the CPI first and foremost encourages the public to pay greater
attention to the phenomenon of corruption and intensifies pressure in terms of
anti-corruption measures, which is intended to improve the standing of a
country, as indicated by the CPI.

Armenia is ranked 78 in terms of the perception on the corruption index, a
ranking it shares with four other countries. Nevertheless, in comparison with
CIS and Eastern Europe countries, Armenia is assessed to be in a more
favourable position than countries like Romania, the Russian Federation, and
Ukraine. In fact, there are only four countries of the former USSR which are
perceived to have a lower prevalence of corruption than Armenia (Table 1).
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Table 1.  Corruption Perception Ifrdex (CPI) 2003 06
# C0untr1y Country® L Corruption perc;zp%
rating m index (cpi) )
1 29 Slovenia ~ A 50o q)
2 33 Estonia 5.5 it
3 40 Hungary \ ) ,AMS J
4 41 Lithuania 4.7
5 53 Belarus - - 4.2 v
6 54 Bulgaria O M 3.9 ©
7 54 The Czech Republic ¢, 3.9 (@
8. 57 Latvia 3.8 o
9 59 Croatia ¢ heC ™
10 59 Slovakia 3.7
11 64 Poland 3.6
12 70 Bosnia and Herzegovina 33
13 78 Armenia 3.0
14 83 Romania 2.8
15 86 The Russian Federation 2.7
16 92 Albania 2.5
17 100 Kazakhstan 24
18 100 Moldova 24
19 100 Uzbekistan 2.4
20 106 Ukraine 2.3
21 118 Kyrgyzstan 2.1
22 124 Azerbaijan 1.8
23 124 Georgia 1.8
24 124 Tajikistan 1.8
Notes:

1. Indicates the place of the country among the 133 countries covered

2. For the sake of a comparison, only former Socialist countries are presented

3. The CPI is calculated in points, and indicates the perception of corruption among businesses and analysts.
The CPI rates corruption between 10 (practically no corruption) and O (very high corruption).

Source “The Corruption Perception Index 2003”, Transparency International. The main prerequisite for
calculating the CPI for a country is the availability of at least three independent sources. For this reason,
Armenia was not covered by the survey in 2002.
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Statistical Data on Corruption Offences

The following table contains informatl‘bn representing statistical d@n
1

persons convicted of corruption offence@ 2002 (under the 7 Mar@ [
Criminal Code of ASSR).

" — v
Article 182 (exceeding and abuse of szpersons have been co@ted, of which —
powers) ng person sentence% e year J.

ilgrisonment, one pegréan for two years,

the,rest carried a pebdlty of a fine. Three

cr}v)xal case%e closed at trial court. (/)w
Article 185 (accepting bribes) 9 pe@s convicted.
Article 186 (giving bribes) 1 person céyicted, 3 cases were closed. (@
Articles 185 and 186 10 persons cobitted, of which 1per

was sentenced to onOyeaIQm@ ent,
two persons to 1-2 years, 2 persons to 3-5
years, 5 persons to more than 5 years

Article 90 (theft of state property through 60 persons convicted, of which 19 served
misappropriation, wasting and official their sentence in prison
abuse)

For 2001-2002, 37 and 12 bribery cases were disclosed respectively by law
enforcement authorities, of which: 31 were disclosed in 2001, with a disclosure
percentage of 93.9%; and 8 were disclosed in 2002, with a disclosure
percentage of 72.7%.

Criminal proceedings undertaken by the RoA Police (under GoA) for
corruption offences by officials is indicated in the table below.

Year  Number Number of cases closed Number of
of police officials convicted
criminal
cases
initiated
On justification On non-justification
grounds grounds
1998 14 9 - 5
1999 10 - - 10
2000 8 - - 8
2001 10 5 - 5
2002 12 1 1 9
2003 1 - - under preliminary
examination
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Pursuant to the Information Center of Y‘l@ RoA Police, 90 cases of 0

corruption offences were recorded in 200 Qnd 72 people were subject (to
criminal liability procedures. The various casés of corruption included: *

e 22 cases of abuse by official aut}@ties Oo
e 6 cases of misuse of powers D b

3 cases of taking bribes U 00
S

25 cases of fraud (/

1 case of bribery

Statistical information on corruption offences are periodically published in
the weekly newsletter “02” of the RoA Police.

Anti-Corruption and Implementation Monitoring Mechanisms

Since 2000, the government has been actively seeking to resolve problems
related to corruption. A Steering Committee to coordinate the Anti-Corruption
Program has been established under the Prime Minster Decree N°4 of
22 January 2001. Under this initiative an Anti-Corruption Strategy and Action
Plan Program was developed.

The Anti-Corruption Strategic Conceptual Paper of the RoA issued in 2001
under the auspices of the Committee was approved by international
organizations. As a result, an advisory group co-ordinating the Anti-Corruption
Strategy and Action Plan Program was established with a World Bank grant.
This group drafted the Anti-Corruption Strategy Program and list of underlying
actions. This paper was exposed to a wide public auditorium for discussions,
including public management bodies, civil society organizations and mass
media. In February 2003 the final version of the paper was submitted to the
expertise of the OECD.

It was originally planned that the Anti-Corruption Strategy Program would
be reviewed at the GoA March 2003 session. However, elections in Armenia
produced a new government and it was decided that this paper should be
submitted to the government for final approval. The Program on Anti-
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Corruption Strategy and Action Plan was adoptgt™by the GoA Decree N°1522 -
N dated 6 November 2003.'

/.
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K : 2
This comprehensive program seeks t@pose the root causes of co?\ﬁo ®
as

and advances the priorities to fight such corruption. The Program izes
anti-corruption measures taken in the ecgfMymic sector. Issues such“aeZensuring
judicial independence, repression of co ion in law enforcegidut and public
management systems, political corruption and civil society gagfiCipation in the
fight against corruption are of high concefh and are prio@ of the Program.
Efforts are being made to adjust the legisljfie fram Kk and to harmonize it
with international standards. Measures shoul under¥aken to streamline anti-
corruption preventive actions in the following-freas: the shadow economy, tax

and customs administration, to adjust business en@nment, to protect property

rights, to create competitive policies and ensure free petitive environ

and to differentiate the public and private sectors. The legal R:fo‘ms @)]656 in
the program are targeted to improve the independence of judicial power. It
emphasizes the importance of the civil service and the need for further
improvements, the need to launch public appeal mechanisms and the necessity
to develop and place safeguards of a human rights protection institution. Other
measures will be proposed to minimize corruption risks in the electoral, self-
governance, education and health systems.

Monitoring Mechanisms under the Anti-Corruption Strategic Program

The fight against corruption under the Anti-Corruption Strategic Program
is expected to be organized through an anti-corruption co-ordination monitoring
group which will be comprised of different governmental bodies and civil
society representatives. The monitoring group shall be responsible for
monitoring the program implementation, particularly coordination of the efforts
of the GoA against corruption and implementing the basic anti-corruption
measures.

Promotion of Accountability and Transparency
Ethics in the Public Service
Main Civil Service Laws and Other Regulations which apply to Public Servants

A number of legislative acts are currently applied to public servants
activities. This is conditioned by the fact that public service encompasses a

1. Anti-Corruption Strategy and Implementation Action Plan (www.gov.am).
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variety of services each of which requires its Vﬁspecification. Accordingly,
Article 1, Para 3 of the Civil Service La” Iéifies that “Public service shgll
include: civil service, judicial service, asivvell as special services
executive bodies of the RoA as in defencmnational security, internal a¥dirs,
tax, customs and emergency as well as diplomatic and other presc@l y law

sectors”. D

Civil service relations are regulated |by) the Law on CiviAS€rvice whereas
other types of public services are regulat&l by the respe laws, including:
Law on Prosecutor’s Office, Law on TriB\b\d, Law. ervice in the Police,
Law on Tax Service, Law on Customs Serpise, Lawbon Service in National
Security, Law on Consular Services, Law Diplomatic Services, Law on
Judicial Acts Enforcement Service, Law on LegalG}atus of Criminal-Executive
Service, Law on Public Service in the Administration e National Asser%
Law on Military Service. o L e C

Most of the above mentioned laws have been adopted in the course of
recent five years, with the majority having being adopted in the last two years.

The Process of Recruitment and Appointment of Public Officials and the Career
Advancement Practices

A unified common procedure still needs to be developed to ensure a
transition to public service and its further promotion. At present, individual
procedures are defined for each type of public service provided, with their
respective laws and underlying legislative acts.

Procedures vary depending on the specific nature of the service. For
instance, the President shall appoint the judges and prosecutors from those who
have been on the official eligibility and promotion list discussed annually at the
Board of Justice and submitted to the President’s approval.

Legislative acts on other categories of public service provide for such
institutes to safeguard against the possibilities of any wilful actions and forms
of “protectionism”. These measures seek to ensure competition for open jobs,
attestations (performance appraisal), setting of fixed job duties for public
officers, social guarantees, remuneration, social insurance, guaranteed
procedures for imposing liabilities, etc.

The above legislative acts provide procedures by which the fight against

corruption is prioritized and highlighted. Therefore, these acts represent a basic
element of the anti-corruption program.
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The Law on Civil Service, adopted 27 cember 2001, governs the
activities of the civil service system of the e tlve power of the RoA as wgll
as in public administration offices established*by law. Pursuant to Articl f
this Law, vacancies in civil service sector@ould be occupied on a con@ ion
basis. In addition, a Civil Service Board has been established for @ ating
and regulating the civil service system fajtivities and is compriséeof seven
members including the chairman and deptity chairman, and five 63ard members.

The Civil Service Board shall an\t)unce a comp@% for high and
principle position vacancies, and respecti anag1@ shall announce a
competition for leading and lower/junior pogition vacancies in the press or in
other mass media with a circulation of at least3 000 at least one month before

the competition starts. Preparatory work for t](e,competition of high and

principle position vacancies is carried out by the cigpeservice administr
office, and for the leading and lower position VacancieQbyhheegectlve
administration office of the managing body. Competition tests shall be prepared
in accordance with the Civil Service Board procedures. Test contingent
questions are selected from a computerized test question inventory. The
computerized test inventory shall be published in the press no later than one
month before the competition starts. The test is a multiple choice one. Each
question is followed by three or four possible answers with only one true
answer. During the test phase a codification system is applied to secure
confidentiality. Participants who answered correctly at least 90% of the task
questions shall be entitled to participate in the second phase of the competition.

The interview aims to check the practical abilities of participants to
perform the duties and responsibilities vested in them by the civil service
position. At the end of the competition, the Competition Commission provides a
closed vote for each individual case (participant). Results of the competition are
announced on the same day. A final report nominating the winners is prepared
and submitted by the Commission to the official responsible for appointments.
The latter upon receipt of the report shall within three days appoint one of the
winners to the respective position. In case of competition for vacant posts of the
heads of Administration offices of the Ministries, Public Administration
Agency under the GoA, Marz executives (Yerevan Municipality) of the RoA,
the Commission shall submit the appropriate report to the respective Ministers,
Head of Public Administration Agency, Chief executives of the Marz (Mayor of
Yerevan) who in turn shall within three days provide the official responsible for
making appointments with a recommendation nominating one of the winners.
On receiving the recommendation this official shall within a week take a proper
decision on appointment.
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Attestations are issued to provide profess'Gé?l quality control and define
the professional knowledge and skills leve é civil servants. There are tyo
types of attestations: documentary or testing and interviewing. Attestatio
result in a higher grade position for the c@ servant. Civil servants old
the highest grades in the subgroup are subject to documentary attes , which
is done in the form of an interview based @the job description.

To improve professional knowledgejand skills civil ser¥@gts shall undergo
training. Training is provided under the&?rjograms esta d by the Public
Management Academy of the RoA. T\b\ list ogducational institutions
providing training and their respective traini rograms shall be approved by
the Civil Servant Board on a yearly basis. Board shall announce before

1 February of each year in the press or other m:ﬁy media enrolment in these

institutions for the coming year. L
*Lec

The diplomatic service is governed by the Law on Diplomatic Service
dated 21 October 2001 and other GoA decrees ensuing from this law. This law
regulates issues related to diplomatic service, career advancement, awarding of
diplomatic degrees, termination of diplomatic service. It also defines diplomatic
rights and obligations, restrictions, provides procedures for training and
performance appraisal, promotion and disciplinary issues, dismissal, as well as
social guarantees, remuneration and compensation.

Diplomatic positions are obtained through internal and external
competitions. To regulate this process Decree N° 121 was adopted by the GoA
on 13 February 2002. The diplomatic service is managed under the Ministry of
Foreign Affairs and Embassies or Consular Offices in a successive two-year
term. Professional advancement is realized through internal competitions.

Decree N°121 states that internal and external competitions for vacant
positions in the diplomatic service shall be held by the Competition
Commission under the Ministry of Foreign Affairs. This Commission decides,
in particular, who may apply for the competition (the RoA nationals who know
and speak native language and two foreign languages, have graduated from
higher educational institutes and meet the position requirements), as well as
who may not apply for the competition (persons recognized by the courts as
disabled or partially disabled, those who are deprived from a right to hold any
position, suffering from at least one of the prescribed diseases, convicted of an
offence which is not legally removed or expired, working with persons related
to them (parent, spouse, son/daughter, brother , sister, parent of spouse,
daughter/son, brother and sister of parent of spouse) and who would be under
their immediate supervision or subordination).

FIGHTING CORRUPTION IN TRANSITION ECONOMIES: ARMENIA - ISBN 92-64-00984-1 © OECD 2005

/.

o)
2

Y
J
v
2,
7/

35



36

i\t E .

—_—
5€ iy,

Furthermore, the procedure states that for_fternal competition only those
diplomats who have an appropriate diplomat'aegree as well as those who are
enlisted in the diplomatic personnel stahd-by list may apply. kﬂ%l
competitions are held in the form of an in@riew. The results are decidﬁ\ on
a closed vote by a simple majority vote. Violations of internal com jonh shall
be considered as legally invalid. D

External competition is open only \fl(? vacant positio Qattachés and
when vacant positions could not be filled tHirough internal petition. External
competition is held in two phases: testing\)&d inter: ing. Participants who
have achieved at least 80% of correct answegs\in test tasks shall be eligible to
apply for this competition. The Commission ha’to vote and take a decision by a

majority vote. In both competitions, the winner is époEnized as having received

the maximum votes; however, in case of equal votes i external competif
preference is given to the participant who obtained the ma?imlr_n gdre-in the
tests. Violations in external competition shall be treated in a legal form; the
competition will be deemed as invalid or a new competition shall be announced.
The latter happens also when no winner is declared in the first or second
competition.

As mentioned above, the diplomatic service is run ordinarily by the
Ministry of Foreign Affairs and Embassies or Consular Offices for two-year
successive terms. These issues are regulated by the Procedure on Rotation of
Diplomats approved by the GoA Decree N° 126, dated 13 February 2002. The
procedure states that rotation in this context shall mean an exchange of
diplomats within equivalent positions of diplomatic service authorities acting in
the RoA and in foreign states. The two-year diplomatic service term may be
prolonged to no more than one year when the continuation of the post is
reasonably motivated by 1)the diplomat or manager thereof and 2)by
allocation plan of diplomats. Rotation is implemented on the basis of an
allocation plan based on collected and classified information on diplomats in the
diplomatic service agencies and foreign states. This activity is implemented by
the respective department of the Ministry of Foreign Affairs in accordance with
the procedures determined by the Minister of the Foreign Affairs.

Provisions of the Law on Diplomatic Service on diplomatic obligations
and restrictions related to such services covers conflicts of interest (diplomatic
service obligations and personal interests). In particular the diplomat shall not:

e be involved in paid jobs other than scientific, pedagogical and
creative;

e be involved personally in a commercial business;
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e use its official powers in the i ?gt of political parties, civil
societies (including religious orgdanizations), or for implementigg
other political and religious activities;

e receive an honorarium for histher publications or spe fﬁnade
under his/her official servicegs

e use the material, financial aQinformation chann f diplomatic
service, other state property @ official inform@n for pecuniary
gains; \)} @

e accept gifts, money or services f] otheXpersons for their official
duties except for cases presctibgd by Law. Issues related to

it Eqo.
e — d/(}.
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receiving gifts in an official capacity y virtue of it are regulated <

by Decree N°48, dated 17 February 1993k Moreover, the gifts \1)
be passed on to fiduciary management .the'ivié Cl
responsibility investigation shall be carried.

The diplomat is prohibited from working directly with close relatives or
inlaws (parent, spouse, son/daughter, brother, sister, and spouse’s parent, son,
daughter, brother, sister) where an official subordination or supervision occurs.

In the case where a diplomat holds a 10% or more share in statutory capital
of a commercial entity, the diplomat shall within a month of beginning his
assignment pass his/her share to a fiduciary management with a right on profits.

Police services in the RoA Police are governed by the Law on Police dated
16 April 2001 and the Law on Service in Police dated 3 July 2002. Pursuant to
Article 11 of the Law on Service in Police for employment with the police,
those who may apply must be citizens of the RoA aged 30 or under and who
have served in the army, except for female citizens and those benefiting from
official dispensation from serving in the compulsory military service, who know
and speak Armenian and are capable of carrying out police officer’s duties due
to their professional, personal and moral qualities, education, good health and
physical training regardless of nationality, race, sex, social origin, property and
other status.

The following citizens may not apply for a job with the police service:
e isrecognized by court as disabled or partially disabled;

e is deprived by court of a right to hold any position in civil or other
services;

e who is convicted of a crime;
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was not removed by law or expiL d *

e who is under prosecution;

e as well as those citizens who by the age of 30 failed fo §omplete
the compulsory military s@ce, with the excepgion™of female
citizens and those dispensed from the official del%r serving in
the compulsory military serticgs, who know ad@yspeak Armenian
and are capable of carrying out police office@, uties due to their
professional, personal and m qualitiﬂgducation, good health
and physical training regardles@f natiohality, race, sex, social
origin, property and other status.

<
The police are managed by the Head of Police’)ﬁ state anagilrg.ow&;)

responsible for co-ordinating police activities. The Head ofPolice i pfpointed
and dismissed by the office of the President on the recommendation of the
Prime Minister.

Deputy Heads of the Police are appointed to and dismissed from the office
by the President on the proposal of the Head of Police.

The Commander of the Police Troops is appointed to and dismissed from
the office by the President. The Commander of the Police Troops is officially
the Deputy Head of Police.

Principal and senior police group officers are appointed to and dismissed
from by the Head of Police. Rotation of senior police officers may be
implemented by the head of departments authorized by the Head of Police.

Junior police group officers are appointed to and dismissed from by the
Head of Personnel Department Police.

Civil servants in the police are appointed to and dismissed from the office
by the Head of the Police or the respective manager in accordance with the civil
service law and legislative acts.

Pursuant to Article 14 of the Law on Service in the Police, police officers
who previously have held a high position or a position of a principal group
officer for last three years and have at least colonel’s rank can be appointed as a
Head of the Police.
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Police officers who hold a high position b’ﬂﬁe held previously a position
of a principal group officer for last three ;;e s and have at least lieutengnt
colonel’s rank can be appointed as a Deputy Fead of the Police. \%

Officers who occupied before their appointment any other joh in a
principal officer group for last one year (Qenior group position forekfee years
can be appointed as a principal group offfter after receiving :bttestation. A
high level officer can also be appointed a@rincipal group (@per.

Promotion of senior and junior grd@é office? carried out through
attestation after one year’s experience. Appogntments % junior group positions
are held until probation results.

Officers who have graduated from the Poli& Academy or si ]qb
institutions, and those who are on mission, are deemed to hve IJ_eeeeﬁd and
therefore considered eligible for police inspection or similar position.

Appointment to senior group officer positions requires higher level school
education.

Junior group officers are appointed to and dismissed from the office by an
officer authorized by the Head of the Police who is at least head of a
department.

Citizens who meet the required criteria such as a minimum secondary
school education, three months probation period at the Police Training Center
may be appointed to junior group positions. The probation’s successful outcome
enables them to receive the rank of junior sergeant or a rank corresponding to
their present rank and thus be appointed as a police officer or position
corresponding to the present rank.

A senior group position may be also occupied by a citizen who meets
minimum police officer requirements but was dispensed from the official delay
of compulsory military service and therefore has no rank.

Police service vacancies may also be occupied by officers of Armed
Forces, the National Security, Prosecutor’s office, and authorized bodies of

emergency services who meet the requirements of the given position.

Vacancies in police service shall be occupied within 60 days, and six
months for new entrants applying to the position of a policeman and inspector.
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Pursuant to Article 39 Law on Service in 'Pﬁce a number of restrictions
are applied to police officers. In particular, tlLeQOIice officer shall have no ri§ht

e perform any paid job other than s@gntiﬁc, pedagogical and@ﬁe;

it E 4.
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AY

be involved in a commercial bu@ss; b

represent a third party in relatio‘ul) a body whe@she is employed
or who is under his/her immediatwbordin@ supervision;

receive an honorarium for his/he@ublications or speeches made

/.

Qo

2

under his/her official duties; @
& <

abuse state property and official informatiofi for QeCEaé @n';‘by
using official material, financial and information chann€ls;

receive gifts, money or services from other persons against their
official duties except for cases prescribed by the RoA Law, referring
contractual services with police officers providing security of
premises;

be a member of any political party, civil-political organizations
including religious, handcraft organizations, regardless those of
scientific, cultural, sport, hunters’, veteran and alike; and

organize or be involved in sabotage, outgo meetings, marches, and
demonstrations.

In the event where the police officer holds 10% or more of shares, equity

in statutory, or equity capital of a commercial enterprise he/she shall by law
within one year after appointment pass it on to fiduciary management with a

right to earn profit there from.

Police officers are prohibited from serving with close relatives or in-laws

such as parent, spouse, son/daughter, sister, brother, as well as parent,
son/daughter, sister, and brother of the spouse, if they are under their immediate
subordination or supervision.

Police officers shall not be employed by an employee or become an

employee of an organization over which he/she has an immediate supervision
over the last one year of his/her service.
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Pursuant to Part 1 of Article 20 of the h on Police Service the police
officer in addition to other obligations shall a statement on his incomes. dn
the event when provisions prescribed by paragraphs 7 and 8, Part 1 of Arti

of the same law are violated as well m/vhen the aforementioned me
statement fails to be duly submitted, the police officer shall be dis@e from
his/her service. D

duties or their improper performance, surpassing the auth@rjZed powers by the
officer, if such do not contain elements\& criminQQ ence, the following
penalties shall by law be imposed on the polit@fﬁcer:

Pursuant to Article 42 of the same law) an unjustifit@performance of

e awarning; ¢

<
e  a written warning; b’ °® L e C"\)

e a10-15% decrease in salary rate for three months;
e adisciplinary arrest;

e aone-step decrease in position;

e aone-step decrease in rank; and

e dismissal from service

The above are applied to police officers, except for junior position and
junior rank officers, through civil examination results.

Procedures for appointing and conducting the civil exams are determined
by law. Within the exam period, the powers of the police officer may be
suspended if there are sufficient grounds for supposing that the officer’s stay
will prejudice in some way the exam. In such cases, the officer shall be
compensated. The police officer shall also follow provisions of the Constitution,
laws and legal acts, perform tasks delegated by superior and official bodies, as
well as fulfil all obligations vested in him by laws.

Service in National Security is governed by the Law on National Security
Service dated 11 April 2003 and other legal acts. Recruitment and promotion in
national security authorities are carried out in compliance with the provisions of
this law, according to which those who may apply must be citizens of the RoA
age 30 years or less (excluding expatriates) and who have served in the army
(except for female citizens, university graduates with preliminary military

FIGHTING CORRUPTION IN TRANSITION ECONOMIES: ARMENIA - ISBN 92-64-00984-1 © OECD 2005

o)
2

Y
J
v
2,
7/

41



42

it E 4.
c€— iy

training and those benefiting from official defays from compulsory military
services with respect to family status and re@ded in the reserve), who speak
fluent Armenian and can carry out police ®officer’s duties in view oﬁr
professional, personal and moral qualities@lucation, good health and @ cal
training regardless nationality, race, sex, social origin, property and tatus.

National security system positi(@ are classified i¢groups, the
appointment conditions of which are spgcified in Article n particular, a
manager of public authorized bodies may be a national rity officer who
before his/her appointment held a high ]ﬂél natioq:gecurity position or a
principle group position for the last three yea:@nd has #he rank of colonel.

Principle group positions of national securi(y/may be obtained through <

attestation by those officers who before their appoi nt were occupyi
the last year another national security principle group posiffon I)_r v@o Gave at
least three years of experience in a senior position.

Promotion of senior and middle group officers is carried out through and
upon attestation after at least one year’s experience in the position.
Appointments to junior group positions are held without attestation. A national
security officer is appointed to a high position in terms of promotion on his/her
agreement.

Disciplinary examinations in national security system are provided in
accordance with regulations of the Armed Forces.

The Customs Administration Service is regulated by Law on Customs
Service dated 3 July 2002 and a number of underlying legal acts. Positions in
the customs service are represented by high, principle, leading and junior
position ranks. Such classification is done with respect to skills and abilities the
national security officer is required to have, including: job management,
responsibilities, decision-making, communication and representation, problem-
solving, and knowledge.

Appointment requirements for customs officers are defined by this law
pursuant to which a custom officer may be an Armenian citizen who has a
higher school or university education, speaks fluent Armenian and meets all
prescribed occupational standards. Customs officer’s position may not be held
by persons who are recognized by the court as disabled or partially disabled,
deprived of a legal right to hold certain positions, convicted of an offence and
not legally released from this conviction, and suffering from prescribed
diseases. Vacancies of principle, leading and junior positions in customs service
are completed on a competition basis.
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Pursuant to Article 14 of Law on Custcﬁ&Service appointments to the
highest positions are as follows:

§ A
e Head of Customs State Committge«(hereinafter referred to as S 1dr
Body) under the GoA shall be appvinted to and dismissed ﬁfﬁce

by the President upon presentatiﬂ of the Prime Minister.

e  Deputy Superior Bodies shall be, appointed to ap& missed from
office by the Prime Minister upongresentation o uperior Body.

e Head of Departments of the Suy 3 (Q;?ﬂd Head of Customs-
House shall be appointed to and dlsésed from office by the Superior

Body. (/

In cases of vacancies in principle and leadinbf:us@m pgéi@ﬁhe
Superior Body, as provided for by the respective law, may withi ays select
and appoint officers from the given or higher group positions by giving priority
to those who were awarded a higher rank in the result of the last attestation and
to those with considerable experience.

In the event where the above appointments cannot be made in the specified
time frame, the Competition and Attestation Commission of the Superior Body
shall announce a closed competition in compliance to procedures determined by
the Law on Customs Service.

In cases of vacancies in junior positions, the Superior Body shall announce
an open competition restricted to citizens with a university or higher education
institute degree, fluency in Armenian and to customs officers. Both categories
shall satisfy the occupational standard requirements stated by the Superior
Body.

Participation in closed competitions is open to customs officers and to
officers who have five years experience in customs, financial, banking and tax
fields, in financial credit organizations, in financial services of public
administration (local self-government) bodies, in scientific research and higher
school and university education sector.

As soon as the competition is finalized, the Competition and Attestation
Commission shall within three days report to the Customs Body on the results.
Upon receipt of the report, the Superior Body shall within three days select
among the winners and appoint one of them to the given position by giving
priority to customers officers (citizens) who during the last attestation were
awarded a higher rank as well as those who have more professional experience.
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Recruited through competition, persons ‘&?ﬁremain appointed up to the
officially allowed age, and those persons are appointed to a positipn
through open competition for the first time Shall have a six-month pro&é‘n
period. Customs officers are on the list Mublic officials who are ob? o
make tax and property statements. Such statements by custom offic@.r to be
recorded in their personal files. D

Tax Service Activities are regulated py)the Law on Tax?rvice dated July
3, 2002 and underlying GoA decrees an eial acts. Ac g to Article 5 of

this law tax service shall be activities ca out b ax officer in a lawful
manner and addressed to ensure implementagfon of taXauthority priorities and
transactions. Basic principles governing service activities are the

Constitution and law enforcement, human rights ﬁpd freedom prevalence, tax (

service sustainability, unified rules and regulation§xfor tax officers
equality of tax officers, transparency and accessibility f8 cllil @llﬁe, tax
officers’ professionalism, legal and social security, responsibility, inevitability
of tax, duties and other fixed payments by tax officers, sound enforcement of
tax law and tax officers rotation.

Tax administration includes Superior Tax Administration Body
(hereinafter Superior Body) and tax inspections acting there under.

Occupational positions in tax services are classified to be of principle,
leading and junior groups taking into account: job management, decision-
making, communication and representation, creative approach to problem-
solving as well as knowledge and skill requirements challenging the job-holder.

Positions in tax administration shall be held by RoA citizens who speak
fluent Armenian and have a higher school education. Professions for
employment in the tax service prescribed by the Decree N°2167-N dated 3
October 2002 are: economics and adjacent specialties, law, management and
adjacent specialties, international relations, information systems and specialties,
mathematics, and engineering.

There are appointment restrictions prescribed by law to such positions. Tax
officers are also subject to restrictions, in particular they shall not be engaged in
business, hold another state position or carry out any other paid job, except jobs
of pedagogical and creative nature, represent a third party in relations to a body
where he/she is employed or who is under immediate subordination or
supervises over him/her, abuse state property and official information for
pecuniary gains through using material, financial and information official
channels, receive gifts, money or services from other persons against the official
duties they carry out, after retiring from tax officer’s position be employed
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within three years by an employee or become ber of an organization over
whom he/she supervised over the last one ye his/her office.
S
1

An open competition is organized fmvacancies in junior positi@

officers as well as other citizens complying with the requirements y for

this competition. For the highest, principf® and leading tax pogiti a closed
competition is held where participants be tax officers a@citizens who
have sufficient professional experienge)in financial, ng, customs
administration, academic institutions ared@s. The tax a ity announces a
competition and publishes the questions i news or other mass media

with a circulation of 3 000 a month before th@mpetit n begins.

The competition consists of two phases: te? and interviews. If over
80% of test questions are answered, the responde ill have a chan
participate in the interview. Procedures regulating the competitlgn@eéeﬁned
by Decree N° 2171-N of 19 December 2002.

The winners of the competition shall be persons who have gained more
than half of the Commission members’ votes. Appointments to relevant
positions are made by the Head of Tax Authority.

Attestation of tax officers is held in the manner prescribed by the Law on
Tax Service according to which at least one third of officers engaged in tax
services are subject to an annual obligatory attestation. Ordinary attestations for
personnel are held once every three years and the special attestations are
provided at least in the year following year the ordinary attestation. A special
attestation is provided upon a justified solicitation of the tax officer’s immediate
manager. Tax officers are given one month’s advance notice about attestations.
The attestation shall result in:

e award of a higher or special class rank;
e statement on compliance with the position occupied;

e statement on compliance with the position occupied provided that
positive training results are achieved; or

e statement on non-compliance with position occupied.

Regarding the final results, the tax administration manager shall take an
appropriate decision.

FIGHTING CORRUPTION IN TRANSITION ECONOMIES: ARMENIA - ISBN 92-64-00984-1 © OECD 2005

/.

o)
2

Y
J
v
2,
7/

45



46

it
e /‘ E d/'{

S
Military service activities are regulated aﬁe Law on Military Service
dated 3 July 2002. This law regulates in icular procedures for military
service under peaceful conditions in the systgns of Defence, National Se@,
Police, Emergency executive agencies,@ well as issues related the
appointment, dismissal, displacement, missions, awarding of milit@a ks of

servicemen. D E

Military service is organized as fOHO@ 0
e through recruitment (call, draft) wecruiti%e@ﬁp age citizens (18

to 27 years); O

e by contract — soldiers of reserve forc& sergeants, and sergeant-

majors;
. Le v

e by contract — sub-officers;
e through recruitment or by contract — officers;

e by recruitment regulations — under-recruitment age citizens involved
in military education institutions.

Military service consists of compulsory and contractual military services.
Contractual military service shall be a voluntary service by the soldier, sub-
officer, officer staffs and women in the military forces or other troops.

Military positions are represented by commanding and non-commanding
positions. The list of commanding officers and non-commanding officers are
approved by the head of a relevant authority, except for top officers who are
approved by the President.

Top commanding officer positions may be held by those military men who
have at least three year’s experience on senior commanding or highest officer
posts in the armed forces and have a rank no lower than colonel.

Senior command positions may be held by servicemen who have occupied
middle commanding or senior officer staff positions for three years and have a

higher school education.

Middle commanding positions may be held by junior officers with a higher
school education.
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Junior commanding staff positions may held by servicemen with a
higher education and those completed militarL@dining courses.

In view of improving the professiormpotential of military servi@a
qualification control is provided to ensure a careful selection of] 'c rs, to
carry out a comprehensive and objective @praisal of professional sks, and to
solve occupational compliance and professtonal promotion issu%

Qualification of contractual service&lgn is implem no late than six
months before their contracts end, but at\]ﬂst onc ry five years of their
service; it is also provided upon graduation@m theMmilitary academy, post-
graduate and PhD schools.

<
Public service activities in the National Assem lb.t—he legislative auth{@

of the RoA, are regulated by the Law on Public Servi®e 1|1_t]e Gational
Assembly Administration Office dated 4 December 2002. Positions in the
National Assembly administration are classified as follows:

e high positions of public service

e principle positions of public service
e leading positions of public service
e  junior positions of public service

Vacancies occurred in the administration offices are filled through
competition. For all vacancies with the exception of junior positions a closed
competition is held for which public servants capable of meeting all the
requirements may apply. In the event where no public administration officer is
available who could meet the aforementioned position requirements or when no
winner is selected, an open competition shall be held. In this case, any citizen
meeting the requirements may apply.

An announcement of an open competition for the vacant position of the
head of administration shall be placed in a paper with a circulation of 3 000 or
other mass media one month prior to this competition.

Public Administration’s Training Capacities
Training of public officers is provided by specialized training companies

and higher education institutes. Particularly, trainings are carried out in a
recently reorganized (under the GoA Decree N°338, dated 8 April 2002) Public
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Management Academy of the RoA, a non-cOmmercial public organization
which is responsible for drafting training prc:@rns for the civil service, as wgll
as preparing high level managerial personnelMor public management an(ﬁl
self-governance authorities. Programs inmmented by this organizatQ SO
involve on a competition basis academic staff of the public and v@- igher
education institutes. Relations in this secfOl\ with respect to the givilNs€rvice are
regulated by the Law on Procedures for iding Training for €%l Servants of
the Decree N°21-N of the Civil Service B@d of the RoA da une 20, 2002.

Training for diplomatic servants is \Béld on %‘%n results. In this
regard, diplomats shall receive training a nfimimum ®ery five years. In the
event where the diplomat is away for more tha# six months for training, he/she
shall conclude an agreement with the Ministry o@oreign Affairs on taking a
liability to stay in the system for at least three years, g#herwise he/she sh
obliged to compensate for the training costs. A certified trailﬁngbf t@c@lomat
may help him/her to be promoted and get a diplomatic degree in advance.

Where there are no diplomatic training courses available in the country,
diplomats are sent abroad to take training courses in foreign diplomatic
institutions under international agreements.

Police officers under the Government of Armenia (hereinafter referred to
as police officers) receive training in the Police Academy of the RoA. Training
procedures for officers are determined by the GoA Decree N°1184-N on
Training Rules in the Police Training Centres dated 28 August 2003. Those who
have been trained in the Academy and have been sent on mission are considered
to have received attestations and may be commissioned to police inspector or
equal positions. Training of the police officers is held ordinarily in the Police
academy, training centre, and in foreign specialized institutions. Such training is
aimed to improve the professional quality of police officers, study scientific and
technological achievements, apply best practices, obtain practical skills and
master these on the job, ensure military readiness, and implement operational
tasks as well as gain and build the necessary qualities and competences.

Police officers of the principle and senior groups shall take on-the job and
off-the job trainings once every five years. Training courses are provided as
well for the high and junior officers of the police under the GoA. Training
courses are organized on far-reaching curriculum plans. Certificates are
awarded to the best students. Students, who fail, may, upon reasonable
motivation by a relevant appointing body, be assigned to attestation in order to
review his/her further stay in the position. The successful record (excellent and
good marks) achieved by the officer in the training course shall be accounted
for in his/her promotion in the service. In addition, a traineeship or period of
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probation is regularly organized for the police Gﬁcers In particular, a 30-day
training period is proposed for newly appGinted senior and junior police
officers, for those police officers who have changed the nature of their s W%
for university or higher school graduates@ter their appointment) to i

their practical knowledge and skills to comply with occupational 1@ ents.
Police officer training issues are regfffjted by the Decreg 2-N on
Procedures for providing a three month@roba‘[ion and trainigg)for assigning
police officer positions and the Decree w4 on Proceduresapr police officer
training (enhancing qualification) dated 23 uary 2003.

Professional education of national se ity ofﬁg;rs takes place in the
technical-training centre of the National Secteity of the RoA operating under

the GoA and in foreign specialized institutio(s,with which international {

agreements have been concluded, particularly with thejBassian Federation., L9
*Le
Relations associated with customs officers training are regulated by the
GoA Decree N°2098 on Procedures for providing training for customs officers
dated 13 December 2002. Attestation completed for customs officers shall
define their training with respect to job description amendments and other
decisions taken by customs executives. In view of improving the professional
skills and capacities of customs officers a training centre is operated under the
Customs Development and International Relations Department of the State
Customs Committee. Training courses are run on a regular basis in this centre.
Customs officers of junior and leading group levels shall be receive training
once in two years. Principle position holders may receive training at their
discretion. Exchange of experiences, seminars and training courses, which can
last from three days to a month, designed to improve professional knowledge
and skills are organized for customs officers. Compensation for absent days is
secured. Training courses are instructed by customs managerial staff and other
customs specialists, as well as experts from public service and academic circles.

Tax officers training is held upon attestation results when either job
descriptions are modified as a result of attestation or when managerial decisions
are taken.

Relations associated with tax officers training are regulated by the Decree
N°122-N on Procedures for providing training for tax officers dated 30 January
2002.

Training financing and remuneration issues are also regulated by the same
decree. The tax administration executive body shall approve the training
program, schedule, lecturer staff, as well as list of groups subject to training
according to the position descriptions and procedures. The list of officers to be
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trained is also approved by the tax administrati ﬁ@(ecutive body. At the end of
the training session, the officer shall receive sitive (satisfactory) or negatiye
(unsatisfactory) mark. In the case of a positi\?e outcome, the officer will rﬁée
the appropriate certificate which will b@lbmitted to the Competitj nd
Attestation Commission. Tax officers who have failed shall be o ed or
discharged according to the law. At the m of the training session W€ officers
shall submit an appropriate report in accof@dnce with the prescr% procedures.

(%

Codes of Conduct for Public Officials &\))) @

The first document concerning this issuﬁ: Cod®of Conduct of Lawyers
of the RoA, was pioneered by the Arme Bar Association session in

o)
2

Y

J

v
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19 December 1999. This paper has been conduci(e,for further similar papers. (@

Nevertheless, there are few of such papers and the :bproved ones have
wide practice. Such codes are currently operating in the Hoslgut@s@f Ice,
judicial and other systems of the RoA.

Rules of ethics for civil servants are prescribed in the Rules of Ethics of
Civil Servants adopted by Decree N°13-N, dated 31 May 2002 of the Civil
Service Board. These rules set norms for regulating behaviour and
interrelationship of civil servants based on the core principles. Ethical standards
require civil servants to be fair, impartial, discreet, exemplary in their conduct,
and by their conduct effect on the public opinion that the civil service system is
based on impartiality, benevolence and effectiveness, that it avoid any kind of
protectionism in carrying out their duties, does not place anyone in any form of
dependence, avoids making empty promises, is conscious of and values the
importance of freedom of speech, and evaluates the negative implications of
promises made. Violation of ethical standards shall not impose any disciplinary
liability.

Standards of behaviour for diplomats are basically determined by the Law
on Diplomatic Service (diplomatic liabilities in Article 43, restrictions on
diplomatic service — 44), as well as by Decree N°590 of 20 May 2002 on Rules
of Ethics of Diplomats. This is to establish diplomatic standards of ethics in
carrying out official duties in compliance with the norms prescribed by the Law
on Diplomatic Service, Internal disciplinary rules of the Ministry of Foreign
Affairs, international protocol standards, the violation of which shall be
regarded as liable to disciplinary action. The scope and capacity for the
application of these standards are specified in the document, these are: the
diplomat’s liability towards the state and diplomatic service authorities, the
diplomat’s behaviour in relation with citizens, foreign states and citizens
thereof, as well as official duties and private interests of the diplomat.
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Violation of rules of ethics by a diplomat ﬁts in disciplinary liability as
stipulated by law. The aforesaid decree re&és diplomatic liabilities for the
state and diplomatic service authorities, behfviour of the diplomat in f&%\
states in relations with local and foreign c@ens, and relations between@l ial
duties and private interests of the diplomat. O

In addition, it is worth noting that™aH legal acts provide(that diplomatic
relations in the diplomatic service are re%lgted by well-kn Conventions on
“Diplomatic relations” and “Consular r€lations” and diplomats shall
comply with the standards provided for by kﬁése interQQnal acts.

Rules of conduct of officials involved iDhe police and national security
are regulated by the respective RoA laws, as WQ} as the respective charters
(Codes) of the military forces and legal acts, such as tb*Law on Police an
Law on Service in the Police”, dated 3 July 2002, and the L& oll_S@i(Qin the
National Security.

Under the European Code of Police Ethics [Task Rec (2001)10] adopted
by the Ministerial Committee of European Commission dated 21 September
2001, the Head of the Police approved Order N 1770-A on the Rules of Ethics
of the Police Officers of the RoA on 10 December 2003. These rules are
mandatory for the police officers in carrying out their official duties. Rules of
ethics inform the citizens on how the police officer shall behave. In general,
such rules oblige police officers to respect human rights and freedoms, show
restraint, courtesy, and respect towards citizens, as well as to avoid establishing
such personal, financial, business links which could give rise to corruption and
ultimately to various violations of official duties. Such violations carry a legal
liability.

Rules of conduct or disciplinary regulations applied to customs officials
are regulated by disciplinary liabilities and promotion measures system under
Law on Customs Service.

Norms of behaviour or disciplinary regulations of tax officials are
regulated by the GoA” Decree N° 1624 dated 10 October 2002, according to
which the named rules represent standards based on general ethic principles
which govern behaviour of tax officials’ conduct and interrelations complying
with tax administration operations and provisions Law on Tax Service.

Tax officials must respect state symbols (flag, emblem, anthem) and the
state language, meet provisional requirements of the Constitution, laws and
legal acts, restrain from publicly opposing official polices pursued by the state
authorities and officials, refrain from such activities which may jeopardize state
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body activities, dishonour or compromise the ‘ﬁﬁition thereof and that of the
tax administration and tax officials, be govetaed by norms based on justige,
respect of others regardless of nationality, ra& sex, tongue, religion, polit@r
other views, social origin, official post, @erial or other status,
impartial, discreet and remain calm in all situations. The tax offici @a obey
and follow rules and laws, place public apfytate interests above pri ones, be
devoted and motivated in his work, by hi§~behaviour contribut the public’s
positive perception on tax services with r sp ct to the above 1ties mentioned
above as well as by avoiding any type of protgctionism, s jtation, support and
advice which could lead to violations of legisl provmons use only

moral measures to achieve business goals, av@lany actthat would place him in
a situation of dependence to other persons, avofl empty promises, be conscious

of and value the importance of speech, evaluate negative implications of

promises made, protect human and civil rights and ul interests withi.
powers and in a manner prescribed by law examine in df® allg f@ Wway the
offers, applications and claims of the tax-payers (citizens), as well as meet and
provide them with necessary information, instructions and clarification..

Mechanisms of public service rules and disciplinary liability, and
promotion systems are stipulated by the laws on Civil Service, Diplomatic
Service, Service in the Police, Service in the National Security, Tax
Administration Service, Customs Service, and Consular Service.

Conflict of Interests

The Civil Service Law prohibits receiving gifts, money or services from
other persons for official duties and responsibilities unless otherwise provided
for by the laws of the RoA. Moreover, pursuant to this law, the civil servant
shall submit a statement on income; not submitting such a statement shall serve
as grounds for dismissal.

Rules for giving gifts to officials are regulated by Decree N°48 on Handing
over the gifts received by virtue of service to the state dated 17 February 1993,
which provides that a gift received by public officials by virtue of their service
or position shall handed over to the State if it values is more than five times the
official’s average salary. An average market price shall define the value of the
gift.

Pursuant to Article 166.1 of the Code of Administrative Violations of the
RoA, public officials who fail to hand over a valuable gift received by virtue of
their service to the state in a manner prescribed by law shall receive a penalty
corresponding to his minimum salary with confiscation of the gift, and in case
of the absence of gift shall be fined four times its value.
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According to paragraph g), Part 1 of Arti&ﬁ% of the Law on Diplomatic
Service, a diplomatic official shall have n ht to receive gifts, money (or
services from other persons for official duties and responsibilities &g%
otherwise provided for by law. Issues rel@i to receiving of gifts by f
service are defined by the GoA Decree N° 48 of 17 February 199 cover,
pursuant to this Decree, failing to hand t1ft to the State sha18 e a legal
liability.

The diplomat is prohibited to work Hh close relatv%@m laws (parent,
spouse, son/daughter, brother, sister, paren spouse ghter, brother and
sister thereof) if their service is related to ir i diate subordination or
supervision.

Once appointed, the diplomat shall within one niyth pass his/her 10%\&
more share in statutory capital of a commercial enti§ 0|1_ tefﬁumary
management with a right on dividends.

Pursuant to paragraph 6, Part 1, Article 39 of the Law on Service in the
Police, a police officer shall have no right to receive gifts, money or services
from other persons unless otherwise stated by the law. It is referred to the
services the police officers hold under appropriate contracts such as security or
guarding premises. According to Part 1, Article 45 of the same law receiving
gifts, money or services from other persons shall lead to dismissal from police
service. In the event when the value of the gifts surpasses the five-fold
minimum salary size (5000 dram), the police officer shall not only be
dismissed but shall carry a criminal liability under the respective provisions of
Article 311 of the Criminal Code, which provides for penalties from 300 to 500-
fold minimum salary size or at most five years imprisonment in addition to
being prohibited from holding any job or engaged in some special activities for
at least a three-year period. The law prescribes stricter penalties for those who
are convicted of major bribery (7-12 years imprisonment with or without
confiscation of property).

Pursuant to paragraph 7, Part 1, Article 43 of the Law on National Security
Service, national security officials shall have no right to receive gifts, money or
services from other persons for their official duties, unless otherwise stated by
Armenian legislation.

The relevant provisions (paragraph 5, part 1, Article 25) of the Law on
Customs Service also prohibits the reception of gifts, money or services from
other persons under official duties except for cases prescribed by law.
According to paragraph 1-4, Part 1 of the same article, customs officials shall
have no right to hold any other state position or perform any other paid job, be
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represent a third party in customs administragion bodies, abuse state propegty
and official information for pecuniary gains¥by using material, financia\
information borrowed from official chann o

In case of violations of provisions Bf Article 25 of the Law Qustoms
Service, criminal liability shall be impose® accordingly with t%provisions of

the Criminal Code. U 0

involved in commercial business other than scifﬂ'ﬁc, pedagogical and creative,

Paragraph 6, Part 3, Article 13 of theww on T, ministration Service
prohibits tax officials to receive gifts, moneygox services from other persons for
their duties unless otherwise stated by law. law also prohibits tax officials
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to engage in business and hold other state positiéps or perform any paid job (@

except research, pedagogical and of creative nature.
e Lect

Moreover, the reception of gifts or advantages from other persons may
cause a criminal liability according to Article 311 (Passive bribery) under the
Criminal Code.

It is worth noting that an income declaration institute is operating in
Armenia which incorporates a wide range of officials, and in two years it is
expected to involve all government officials. Persons who must make an
income statement in accordance with Article 2 of the Law on making statements
on property and income by managerial staff of state body officials shall be those
persons who hold political, conceptual, high and principal civil service
positions, the Chairman of the Central Bank, Deputies, Members of Boards, the
Chairman and members of the Constitutional Court, judges and prosecutors as
well as their deputies, structural division heads, and others. Violation of income
declaration procedures shall result in administrative liability (Article 8 of the
same law) in the form of fine penalties.

Procedures for Enforcement of Anti-Corruption Related Activities

With respect to disciplinary liability, it is worth noting that stricter
measures are prescribed for public servants and the range of restrictions is much
wider. Moreover, a differentiated approach is fixed by the Code of
Administrative Violations and the Criminal Code.

In particular, for the same administrative offence, as a rule a stricter

measure is prescribed for an official than for a physical person, as a number of
Criminal Code clauses view that such an action can be dangerous to the public.
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Civil examinations of civil servants ar \ﬁovided under a procedure
approved by the Civil Service Board Decree @24-N on Approving Proceduges
for Providing Civil Examinations dated 22 November 2002. It determiﬁn
particular the concept, activities, proced and cases for providing@
issues in question, legal status of the participants, participation pr@u e and
other issues.

’

To this regard, the unjustified non-pgrfprmance of duti their improper
performance, surpassing of powers, as well as internal vi ons of rules shall
by law result in disciplinary penalties. HoWer, befefelymposing penalties, the
civil servant shall be asked for a written explgmation. Pénalties are carried out in
compliance with the above specified proceddres only after being properly

examined. <

O
Issues related to civil examinations in the Police an® Nzlior@ chrlty
systems are regulated by the respective laws on the Police and National Security
Services. Pursuant to Article 19 of the Law on Service in the Police, the police
officer, who seeks to remove a groundless accusation or suspicion or
disciplinary penalty applied to him/her, shall have the right to request an
examination. Nevertheless, all such cases related to police officials, except for
junior group positions and ranks, shall be examined at civil exams. Only after
shall appropriate disciplinary measures be undertaken. If there are ample
grounds for the assumption that the stay of such officer on his/her post may
impede the examination process, the powers of the officer may be suspended
but financial compensation shall be retained. Examinations related to corruption
issues in the police are provided by the internal security department, a
specialized division established for this purpose. Examination procedures shall
be legally approved. Hence, the GoA under its 2004 Action Program has
projected to approve a RoA Police Disciplinary Rules which will, inter alia,
cover corruption related examination issues and procedures. In the event that the
examination proves the act of corruption is a criminal offence, further criminal
investigation of the case shall be transferred to the Prosecutor’s office. If the
corruption act proves to be of a disciplinary nature, the Head of the Police shall
undertake appropriate remedial measures among which may be dismissal from
the service.

A Special Examination Commission is operating under the tax
administration in accordance with provisions stipulated by Decree N°1698-N on
Regulations for Candidates Selection and Approval of Examination
Commission Staff dated 31 October 2002 and by the tax administration
governing body. According to this decree, the tax administration governing
body shall form the Commission from the candidates proposed by managerial
staff of the central apparatus thereof. The Examination Commission of Tax
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Administration is responsible for monitorinbﬂﬁ rules of behaviour of tax
officers, for providing relevant examinatiol
body for undertaking further measures.

The tasks of the Examination Commission include the follow mote
the implementation of tax service prin@les, prevent and disclose” possible
violations by tax officials, control for nd performance ties by tax
officials, ensure clarification and resolutipn Yof disputes relatt?;o groundless or
almost groundless penalties, accusations, sUspicions appli the tax officials,
safeguard tax officials’ rights. The Commjgston ma anize its examination
work through receiving the required inf tion Tom tax administration
structural divisions and persons who relate thetekamination.

Customs administration has established a unifiebycxamination proce*i‘&f)
which functions regardless of the nature of the subje®t el@r@e@ is

procedure has been adopted by Decree N°2146 dated 19 December 2002.

Ordinarily examinations are held upon a request by a customs officer or a report

submitted by his manager. The final decision, however, is made by the Superior

Managing Body of Customs Administration. Examinations may be held on

account of public criticism or claims of individual organizations or physical

persons but sanctioned by the Managing Body.

Examinations, when concerning customs managing officials, shall be
provided with respect to the nature of the subject by the respective Supervising
Department officer or a working group on decision of the Chairman of the
Examination Commission.

Customs officers subject to disciplinary liability are allowed to become
aware of the matter they are accused of, to acquaint themselves with their rights
and responsibilities, present evidence on their own behalf, , and consult a
lawyer.

Customs officers who are exposed to disciplinary liability shall present
themselves to the Commission on time upon call of the examining officer
(examiner) or working group and shall provide truthful explanations.

The examiner (group) may question persons related to the official being
examined. The examiner (group) shall during the examination ask the related
persons for explanations, study the documents, references and other materials, if
needed make copies of them, prepare and submit an appropriate proposal to the
Commission. The proposal shall be discussed at the Commission session and
submit a report (on conclusions) to the Managing Body.
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The Managing Body shall take a decisjO® based on the final report.
Examination period is approved by the Co stion to be 60 days; howevgr,
this period, if requested by the Commissi(;; and approved by the Martg®
Body, may be prolonged by up to 30 dzm This may occur when addi
investigations are needed. Such decisions taken by the Managing
Commissions’ proposal may be subject tpeal through the coyts.

Customs officials are empowered [to }investigate issuegrelated only to
smuggling or illegal imports. Corruption 1§ not a subject@ eir investigation
activities. Therefore, if an examination dis es viol s of a criminal nature
the Tax Administration Committee shall info:@aw enf®drecement authorities.
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Law on Tax Service incorporates principally(tye same provisions as does (@

the Customs Service Law. L
| eC

Obligation to Report Cases of Misconduct/Breaches of Duties/Corruption

Non-disclosure of information on crimes (definitely known planned
serious or especially serious crimes) causes a legal liability for not only officials
or persons who hold positions. Such crimes are covered by Article 335 of the
Criminal Code dated 1 August 2003. Pursuant to this Article, non-disclosure of
such violations, public servants as well as culpable persons 16 years or over,
except for spouses and close relatives of the offender, shall carry a penalty in
terms of 300-500-fold minimum salary size or between 1-3 months or two years
of imprisonment.

In particular, if the corruption offence is qualified as passive bribery, when
obvious illegal actions have been committed in favour of the bribe giver or its
represented person, when the bribe has been taken by force, by prior consent of
a group of persons in large amounts and more than once, by an organized group
in rather larger amounts, by a judge, and when persons who are aware of such
planned offence fail to report adequately, they shall carry a criminal liability.
Other cases of not reporting passive bribery shall not be subject to criminal
liability.

It is worthwhile that in the case of officials this fault may be considered as
official negligence or abuse of official duties, as the case may be. An ordinary
non-disclosure of information on corruption carries a maximum penalty of two
years imprisonment, whereas in cases of official offences this goes to six years
and more.

As may be observed from the above, public service in Armenia is in its
early stage and needs further integration. To this end, under the framework of
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programs, activities are underway to tackle issue. In particular, the Public
Management Academy of the RoA is currehtly drafting a Municipal Sﬁ
Law. With World Bank support the RoA ﬂ@)lic Sector Modernization @g a
is being developed, and with DFID support Public Sector Reform gtam is
being implemented to identify publicgrvice provision chamfSms and
availability in social sector and other releVant issues. %

Public Procurement, Licences, Subsidies 0r Other Publi(@ntages

Procurement relations are regulated the %:aw on Procurement:
(hereinafter “Law”) adopted by the Natio Assembly in 2000 and by

appropriate legislative acts adopted by the Minis@ of Finance and Economy <

for the application thereof. The Law regulates the rebéons of procureme
goods, works and services for the Government and commufitie ne@,@eﬁnes
the rights and obligations of parties. Clients are public and local self-
government agencies. Institutional framework of the procurement system has
been set up, under which the Ministry of Finance and Economy is the
authorized body (hereafter “the Authorized Body” for public regulation of
procurement and inter-branch coordination and the State Procurement Agency,
the state non-commercial organization (hereafter “the Agency”), is the
authorized body for centralized procurement.

Presently, the Government is in the process of adopting a decree on
Procedures for Providing State Budget Subsidies and Grants to Legal Entities
(hereafter “the Procedures”).

Procurement for state and communities needs is conducted through
centralized and local competitive biddings, requests for quotations, and single-
source procurement methods. There are two types of competitive biddings: open
and closed.

Centralized open competitive biddings are conducted by the agency for
procuring state needs. For defence and national security needs, procurement is
conducted through closed competitive biddings by local authorized public
authorities. For community needs, centralized open competitive biddings are
conducted by the communities’ authorized agencies or authorized legal entities.

For state needs, the Agency carries out regular and special open
competitive biddings. Special open competitive bidding assumes procurement
of items not included in the approved by the Minister of Finance and Economy
list of goods and services to be procured. If procured items are included in the
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list, the relevant authorized public autla es approve the technical @)

specifications thereof.

N Aa’n
Within two working days upon appr@ of the decision on carryi \
open special competitive bidding (hereafter “Procurement Request@cngzblic
authority submits the Procurement RequgS\to the Agency. Upqn r®eipt of the
Procurement Request, the Head of tffe™ Agency establish committee
comprised of at least five but no more tha&}ight members. "Pbmembers of the
committee shall be:

e for procurement for three and les})%fblic aqu'ﬂ'ties, representative of

the Agency and equal number presentatives of each public
authority, (,

<
e for procurement for four and more public aukgritige, r[;zeén@{x'g
thor

the Agency and one representative of those public ities for
which the volume of procured goods, works or services makes a big
share.

Under the same decision a Secretary is appointed. Persons (hereinafter “the
Advisers”) nominated by the Agency and/or public authority (authorities) may
also participate in Committee activities by deliberative vote. The Committee
carries out its activities through meetings on the principle of joint leadership.
Except as otherwise provided by legislation, the Committee meetings achieve a
full a quorum if attended by the three-fourth of Committee members attend and
majority adopt Committee decisions. Each Committee member has one vote. In
case of a tie in votes, the chairman’s vote shall be decisive and in case of his/her
absence the meeting chairman’s (hereinafter the ‘“Meeting Chairman’) vote
shall be decisive. Minutes of Committee meetings shall be recorded and
approved by the Committee. The said minutes are the constituent part of the
overall procurement documentation. The minutes provide the date, time and
place of the next meeting. All Committee members who attended the meeting
shall sign Committee decisions and/or other records.

In case if either the Committee Meeting or the Special Meetings fail to
achieve a quorum, the Secretary promptly notifies the Head of the Agency in
writing. The Head of the Agency shall:

e temporarily but no more than for five working days terminate the
procurement process;

e apply to the relevant public authority (authorities) with a suggestion to
ensure attendance of their representative or appoint another person;
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e cstablish the date, time and place of meeting which shall be no
later than the deadline for temporari mination;

it
e /‘ E d/‘f

e in the event the meeting lacks a mrum after the period for te@srary
termination, the Committee member(s) is recalled@th due
notification to the relevant publﬂuthority;

e for other activities, new mem@ are appointed@om the Agency

staff. \»
Special Committee meetings are call y the Secretary upon written
request by one-third of Committee members the time and agenda specified

by them.

&\)
The Agency informs at least 48 hours prior to the Meeﬁnglt_he@ogmittee

members in writing about the special meeting, the agenda, time and place.

The Secretary a) is not a Committee member; b) is a representative of the
Agency; c) is responsible for organizational issues of the Committee; d) is
responsible for bids register; e) presents draft records to Committee approval;
f) prepares the record of the procurement procedure and submits to Head’s of
Agency approval; g) on behalf of the Agency within one working day upon
request, provides the Committee Members and the bidders the copies of the
minutes; h) records the data related to Committee activities and retains all
procurement documents; and i) performs other duties.

In the event the Committee fails to comply with the provisions of the
legislation on procurement, the Secretary will immediately notify in writing the
Chairman and the Head of Agency immediately. Upon receipt of such
notification the Head of Agency shall:

a) take a decision (Order) on termination of the Committee activities
for a maximum five working days;

b) assign the Agency’s legal services department to provide an
opinion on the notification before the deadline of temporary
termination. The legal services department may request additional
material from the Secretary. Upon receipt of the legal services
department’s written opinion, if it states that the notification is not
substantiated the Committee shall restart activities or based on the said
opinion the Committee decisions shall be reviewed (modified).
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The notification is considered to be substanttal when a breach of procedure
is stated. If before the deadline for tempor ermination a new order of the
Head of Agency is not issued the Committee may automatically rest&(&e
activities. The next working day after @Committee restarts activi the
Agency submits copies of the notification, opinion and order; in th e ‘where
no decree is issued, the copies of the ngfification and opinion,are“sent to the
Authorized Body. Any Committee memBetr and/or Agency of‘@l that fail to
perform its duties, and any public officia%gther than the C ittee members,
attempts to influence the Committee’s actidng will carry a@bl ity as prescribed
by RoA legislation. \ﬁ

The first Committee meeting shall be caned on the day, time and place

specified in the Decree appointing the Commitléy and during which a) the {

agenda of the first Committee meeting is approved; e Committee sele{
chairman; c) the advertisement is approved; d) the invitatioro llgl '@Igmved;
e) the day, time and place of the next meeting is approved.

On the first meeting day the Secretary provides the Head of Agency the
approved advertisement and invitation to bid in view of furthering it to the
Authorized Body.

Within three working days upon publication of the open competitive
bidding in the official bulletin, the Authorized Body arranges publication in at
least one newspaper with a circulation of 3 000 and/or other media.

In order to obtain the invitation to bid, a request for a copy of bank
certificate verifying the payment of the required amount shall be submitted to
the Agency. The Agency shall provide the invitation to bid within two working
days after receipt of such request.

Prior to the opening of the bid, officials of the Agency are not allowed to
disclose any information on prospective bidders. The failure to obtain the
invitation to bid shall not cause rejection of the bid.

The Agency may be requested to provide clarifications of invitation to bid.
As presented by the Secretary, the Agency shall make the clarifications within
five working days upon registration of the letter of request.

With the consent of the Authorized Body, the Committee may take a
decision to modify the invitation to bid. Upon receipt of such decision from the
Secretary, the Agency shall publish the decision in the Official Bulletin and
send it to all prospective bidders. Agency officials and/or Committee members
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e
that have provided clarifications in the way otg‘ han the procedures specified
herein shall carry a liability as prescribed by E

legislation.
The bids are submitted to and receiv@ay the Agency before the @ﬁ

specified in the invitation. The Secretary receives and registers ti S in a
special register according to the proceduﬁstablished by the Aythomztd Body.
Bidders are not allowed to submit e than one bid @er the same
competitive bidding. Bids are opened|o) the deadline ished in the
invitation during a Committee Special Mecting, during Wh@?aarticipation by at
least three members is considered to be a fullguorum € Special Meeting:

e The Chairman, or in his/her abseg any member selected as the
meeting chairman, opens the meeting.

e  The Secretary informs about the records in the regﬂterhvk@ gfgiven
to the Chairman the register, as well as other related documentation
and the registered bids;

e After the Chairman receives the register, the Committee begins its
examination of the bids and verifies that:

— the required consistency with the established procedures is on
place with respect to the envelopes handling; and opens the
responsive envelopes, except for the envelopes with price
quotations;

— the required documentation, and the price envelope, in the outer
envelope are available;

— the documents certifying the eligibility and the qualification of
each bidder are in place,

— the price envelopes are in compliance with the requirements set in
the invitation;

e  The Committee makes decisions by simple majority vote of members
attending the meeting,

e All bids considered as inconsistent shall be rejected. The Agency
returns copies of the rejected bids to the bidders within two working
days after the special meeting, and the bids evaluated as non-
appropriate in accordance with Paragraph (b) are rejected by the
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Committee and returned by the Agengﬁthin two working days after

the meeting;
L \4’

e  After bids are evaluated in accor@ce with paragraphs (a) and@ the
Secretary, in the presence of participants, registers the ori s of the
accepted bids separately and su@its them to the archiye a@lsoribed
by the procedure; 6

e The price envelopes of the acc€pted bids are (@aced in a separate
envelop in the presence of parti&ﬁ;lnts. T velope is sealed and
immediately signed by Committ¢®\ membdrs. After signing, the
envelope is handed to the Secretary fof filing.

<
After signing, the Secretary provides the Commitb?members with: &\)

Svalk
e two copies of evaluation papers (hereafter “the Eval ig Papers”)
sealed by the Agency after the Committee Meeting; and

e if requested, one copy of each evaluated bid (hereafter “Bid”), except
for the price envelops, within two working days upon receipt of such
request.

The following working day of the Special Meeting, the Secretary furnishes
each absent Committee member with two copies of the Evaluation Papers. In
the event where there is more than one representative from the same public
authority in the Committee the Secretary furnishes them with only one copy of
the bids;

The Chairman publishes the sanctioned information and informs members
of the day, time and place of the next meeting for approving the bids evaluation
results. Based on the documents provided, the Committee members check to
determine the compliance of each bidder with

e the eligibility criteria;

e the qualification requirements, the proposed technical specifications
and the bidder’s capabilities to effectively carry out thereof
(substantiations).

Within the established Committee timeframe, the Committee Member
records the evaluation results and issues two copies of the evaluation papers,
signs and provides the Secretary with one copy. For filing purposes, the
Committee Member submits the second copy to the relevant department of the
public authority he/she represents.
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In the meeting for approval of bids evalgation the Secretary passes the
Evaluation Papers to the Chairman and ba{hé on the Evaluation Papers the
Committee approves the evaluation results. the Committee may decide \
Bidders to present clarifications and cormnations of their qualificaty n
such cases a new meeting shall be convened. The meeting shall r@o vened
upon evaluation of all bids. D

The bidder’s qualifications are confirmed when t ter presents
declaration thereon. The provided clarificﬁns and/or rec ?&ations shall not
change the bidding documents and/or additippal docu n&ot required by the
Invitation shall not be requested and/or pre@) ed. Th ders who have failed
to confirm their qualification will be reéed. For bid evaluations, the
evaluation criteria stated in the Invitation shall be gised only. In the event if the
bidder’s documents do not answer the requiremengs

bid will be rejected. ° L e C &

Subject to this sub-paragraph, if the Committee decides to request
clarifications and confirmations, further consideration of all bids shall be
suspended until the meeting provided in this paragraph:

e upon adopting decision, in accordance with above sub-paragraph (b),
the Secretary passes on the price envelopes to the Chairman;

e the Chairman opens the envelope with Price Proposals and separates
the Bids evaluated as improper to Invitation requirements. The
separated price envelopes shall not be opened and considered by the
Committee. The Chairman opens the rest of the price envelopes and
reads aloud the amount of each bid written in letters;

e if evaluation of substantiations of proposed bids:

— are not required in the Invitation, upon announcement of price
proposals the first three bidders shall be selected;

— are required, upon announcement of price proposals the meeting
for approving bids evaluation results shall be closed.

If further verifications are required, prior to the day of meeting for
summarizing (finalizing) the results a special meeting may be convened for
receiving explanations and clarifications from bidders. The meeting shall be
convened after considering all price proposals.
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At the time that explanations and clarificﬁmﬁ are offered no changes shall O]

be made in the submitted documents andidr requested and/or presented
additional documents not required by the Invitation. \

After evaluating the substantiations, the first three Bidders ar elted in
accordance with the Law. Within 30 wofNing days after the dea for bid
submissions, a final meeting shall be comvened during whic Committee
decides on winner or, according to the I@/ on Procureme ereinafter “the
Law”) annuls the bidding. If evaluation of Substantiations t required by the
Invitation to Bid, the meeting for approval mariz@e evaluation results as

well. O

Y

J
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The Committee announces the name of the wioper with due justification of (@

its selection. Within one working day after summarizigeg the evaluation resgl
the Secretary furnishes the Head of Agency with a c&y Igf @rﬁes of
Summarizing final Meeting, which serves a basis for contract signing, as
prescribed by the Law. In the event the contract is not signed due to reasons for
which no party has any responsibility, the legal relations between the parties
shall be terminated.

Within five working days upon the signing of the contract or the rejection
of all bids, the Committee adopts a decision and submits to the Head of Agency
a report on its activities. The report is accompanied by all procurement
documentation (letters, decisions, minutes, consultant’s reports, etc.). Within
three working days after receipt of this report, the Committee shall be disbanded
on the Agency Head’s decision. Within three working days upon contract
signing the Agency sends a copy to the public authority.

The open competitive bidding is deemed to be regular when the procured
item is approved by the Minister of Finance and Economy’s list of goods and
services to be procured through regular competitive biddings. Within ten days
after approval of the list, according to Decree N°37 of the Minister of Finance
and Economy, dated 8 January 2002, the Agency Head shall approve by decree
the technical specifications of each of the listed goods and services, as well as
procurement schedules.

Based on the approved schedule, the Agency Head issues a decree for
establishing a Committee which shall be comprised of at least five but no more
than eight members from the Agency and those public authorities for which
considerable amounts of similar procurements were conducted by the Agency in
the past. In such cases, the Agency sends a letter to the state managing body
with a request to appoint representative(s) on the Committee, provided that the
candidate has the required professional skills to perform technical evaluation of
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bid proposals. The Committee shall be comprié?ﬁ)f equal number of Agency
and public authority representatives.

{ \ﬁ

Establishment of the Committee, @ activities, and procure afe

conducted and the contract is executed in accordance with the prg€e¥utes for

special competitive biddings. While @proving the Bid JnvMetion and

Advertisement the Committee takes int0™dccount that the fo\éing shall be
stipulated in the Contract with the WinnerU 0

e  The Contract period shall be at lewbefore Q;Ly of the next year, but
no more than two years; O

(o)
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e The highest unit price of the procured('yem and the possibility of (@

change thereof, in cases where there are mogj#tcations to the Co
in the amount of procured goods and in condition&®of ’y_p;@, vices
or works performance.

Within five days upon contract execution with the winner of the regular
competitive bidding, the Agency registers the contract in the Register of Signed
Contracts according to procedure established by the Authorized Body. The data
and changes are then published in the official procurement bulletin.

Within five working days after identification of the needs of goods, works
and services specified in the Register, regardless of the estimated cost of the
procured item, the public authority sends a procurement request to the Agency
either electronically or by hard copy. Within two working days upon receipt of
such a request, the Agency confirms in writing, electronically or by hard copy,
the order of the goods, works or services under the signed contract.

Closed competitive biddings for procurement for defence, national security
needs are conducted by the authorized state bodies in regular or target (special)
forms. The close competitive bidding is special when the procured item is not
included in the list of goods and services to be procured through regular
competitive biddings approved by the authorized state body for National
Security Needs Procurement and agreed with the Ministry of Finance and
Economy. As prescribed by the authorized procedure, within two working days
upon approval of the request of the department responsible for the procurement
through closed competitive bidding, the client submits to the authorized body’s
consent the decision on procurement of goods, works and services.

In the case where there is an appropriate order from the Minister of
Finance and Economy allowing the client to conduct certain procurements
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without the authorized body approval, the Cg’nﬁshall not apply to the RoA O]
Ministry of Finance and Economy. ,)

{ ﬂ
Within two working days upon rece@ of the authorized body’s @ f g
consent, the client decides on establishing a Committee (here@e “the

Committee”) comprised of: D b q)
e ahead or deputy head of the cliett)' -

(% 3

/]

e ahead or representative of the lega}ervices é& ent;

2,
7/

e a head or representative of the @anoial and economic services

department; and
b ¢ <
O

e  other representatives at the discretion of the %d Qb C]Ente C

Under this decision, a Secretary shall also be appointed. The Secretary
shall:

e not be a Committee member;

e be responsible for coordination of state bodies or organizations in
procurement activities under their authority;

e  be responsible for arranging Committee activities;
e maintain the Bids register;
e  submit draft documents to Committee approval;

e prepare and submit the minutes of given procurement to client
approval;

e on behalf of the client, within one working day upon request, provide
the Committee Members and bidders with a copy of Committee

Meeting minutes and attachments;

e record data on Committee activities through preparing the relevant
documentation and maintain the files of the Committee activities; and

e carry out other duties.
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During the first meeting the Committee ap, ?éees the agenda, the Invitation
to Bid, the list of invited entities, and the , time and place of the ngxt
meeting. On the same day as the meeting, th‘e Secretary sends to the cliew;e
Invitation, and the latter within three days mvides it to the invited entiti@

To obtain an Invitation, a request gud a copy of the Bank icate of

payment of the required amount shall presented to the clispt. The client
provides the Invitation within two Workinﬁays upon receipt request.

Relations related to closed competgge biddi eﬂtract signing and
Committee liquidation are regulated in d€cordanc h conditions set for
procurement through special open competitixe bidding, with due consideration
of peculiarities. (/

<
The closed competitive bidding is regular whb( thg prﬁilél e’efi\?

approved by the Authorized Public Authority and agrees with nistry of
Finance and Economy’s list of goods and services for defence and national
security needs to be procured through regular competitive biddings.

Upon approval by the Authorized Public Authority and the consent of the
Ministry of Finance and Economy to the list of goods and services for Defence
and National Security to be procured through closed regular competitive
bidding, the technical specifications of each item and procurement schedules
shall be approved by the same authority.

Based on the approved procurement schedule, based on the Agency Head’s
decision, separate Committees comprised of at least five but no more than eight
Members are established for each competitive bidding.

Establishment of the Committee, its activities, and procurement is
conducted and contract is signed according to applicable procedures for closed
special competitive biddings. While approving the Bid Invitation, the
Committee takes into consideration the following:

e The Invitation to Bid shall provide the method of goods, works or
services unit price calculation, the possibility of changes thereof as
provided by modifications of procurement volumes and conditions of
goods supply, works and services performance. The Invitation shall
not specify the estimated cost of the procured item;

e For each of the above any change in the description of the procured
item shall be modified and specified as separate quotas;
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W
e The contract period shall last at 1ea& til 31 December of the next Q

year but no more than three years.

{

Regardless of the estimated cost 0@16 procured item, the au@zed
Public Authority for procurement of defence and national security , ithin
two working days of the date of the requent of the goods, worksvef services
contracted through the regular competitiv€bidding, notifies the(O¥aer Party and
presents a request of goods supply, wdrk} and services pﬁormance in the
framework of the signed contract. \» @

A single source procurement is used@®pon Athorized Body consent
through submission of a procurement request fef goods, works and services by a

public authority or through quotations by the Qgency. In such cases, the {

following methods are possible.
¢ Lect

Single-Source Procurement of Goods, Works and Services Through Quotations

In accordance with the established Authorized Body procedures, within
two working days upon approval of decision of a single-source procurement due
to urgent and unforeseen procurement demand, the State managing body
submits their request to the Authorized Body for its consent.

If in its letter attached to the decision on procurement method, and in
accordance with the procedure established by Ministry of Finance and Economy
Decree N° 17 dated 17 January 2001, the public authority fails to state that due
to urgency the contract should be signed earlier than the date specified for
single-source procurement through quotation, the Authorized Body agrees with
the Client decision that the procurement shall be provided on a single-source
basis through quotation. Simultaneously, the Authorized Body sends the
Agency a copy of the letter of consent.

Within two working days upon receipt of the Authorized Body’s letter of
consent, the state managing body presents to the Agency technical
specifications, procurement and payment schedules, as well as names of
candidates for Committee. Within one working day after receipt of the
mentioned documents under the decree of the Head of the State Procurement
Agency a Committee comprised of equal number of representatives from the
Agency and the state body shall be established.

The activities of the Committee shall be in compliance with legislation

applicable to activities of committees assigned for procurement through special
competitive biddings with due consideration of the following peculiarities.
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The first Committee meeting shall be conyéned the following working day
the Committee is established during which:

{ *
e the meeting agenda is approved; m o\
e the Committee Chairman is seleﬁd; O

e the advertisement to quob is  approved Qeafter “the
Advertisement”); @0

w
o &

e the quotation form is approved;

/.

Qo

2

e the date, hour and place of the next Comppittee meeting are approved. (@

Within two days after approval of the Adverti%en‘ th A@nam
o'r'm e.

publish it in an Armenian newspaper with a circulation of 3000

Within two working days after publication of the Advertisement interested
entities shall contact the Agency to obtain the quotation. The Agency shall
provide the quotation within one working day after receipt of such requests and
upon submission of a copy of the bank certificate proving payment of the
required fee. The required fee shall not exceed the costs related to copying and
delivery of the quotation form. Under the provisions of this paragraph, failure to
obtain the quotation form shall not result in rejection of the entity’s quotation.

Prior to quotation opening, meetings with Agency and/or its officials are
not permitted to disclose any information on the entities obtained in the
quotations forms and/or requested for obtaining thereof.

The bidders shall submit their quotations to the Agency in sealed and
signed envelopes before the deadline specified in the quotation, which shall not
be earlier than five working days after publication of the Advertisement. The
Secretary receives and registers the quotations according to procedures for
receipt and registration of bids established by the legislation on procurement.

The Committee shall open, evaluate and make a decision on the winner on
the same day as the deadline for submission of quotations during a special
meeting. It is considered that a full quorum is achieved if at least three
Committee Members attend. If only one quotation is received the Committee is
permitted to evaluate it.
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The Committee may conduct negotiatigifs® with bidders by preparing
minutes, which will constitute an inte"L part of the procuremgnt
documentation. \%

Within three working days upon contract signing the Agency @ ptovide
a copy thereof to the State body. Within ffye working days upqn réeefpt of the
copy of the contract the State body shall™ptesent an extract th%f to its local

treasury office. U 0
Single-Source Procurement \» Q\®

For the cases for which there is: a)a & of competition, b) copyright,

c) appropriate license, d) urgent and unforeseelf procurement demand, and <

e) requirement of additional services from the same ewy, within two wor; \g)
days upon approval of decision on a single-source procﬁrerlgntel@u
authority submits the decision to the Authorized Body for consent, according to
procedures established by the latter.

The client does not apply to the Authorized Body if permitted to procure
from a single- source without the Authorized Body’s consent.

Within two working days upon receipt of the Authorized Body’s letter of
consent the relevant department proceeds with the contract signing in
accordance with procurement legislation.

In the event that the single-source procured item for an urgent and
unforeseen demand is covered by regular competitive bidding contracts signed
by the Agency, the procedure mentioned below shall be followed.

Within five working days upon the original date of procurement demand of
goods, works or services listed in the register, regardless of the estimated cost,
the public authority sends a written request to the Agency via electronic or
regular mail. Within two working days after receipt of such a request the
Agency confirms in writing the other Party, via electronic or regular mail, the
order of the goods, works or services within the framework of the signed
Contract.

If the estimated cost of the procured goods, works and services does not
exceed the three-fourth of the procurement base unit of AMD 750 000 and if
the required goods, works and services are not listed in the register of regular
competitive bidding contracts, procurement through Request for Quotations
from at least two entities may be used.
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Within two working days upon approxﬁ the relevant department’s
proposal, the department sends the requests&or quotations to entities in the
approved list, as prescribed by legislation. \

In the event that the request for quotations is covered qular
competitive bidding, the department actsq:he following manger. WAthin five
working days upon the original date of*the procurement de%nd of goods,
works or services listed in the register, {;:g;ardless of the tpimated cost, the
public authority sends a written request to the Agency, vi Ctronic or regular
mail. Within two working days after red&ét of s request the Agency
confirms in writing the other Party, via electoynic or rz‘;ular mail, the order of
goods, works or services within the framework-éf the signed Contract.

Procurement for Communities Needs

Procurement for communities’ needs is conducted in accordance with
procedures for special competitive biddings for government needs by an
authorized agency under the authority of the community or an authorized legal
entity:

e for the cases which there is: a) lack of competition, b) copyright, c)
appropriate license, d) urged and unforeseen procurement demand,
and e) requirement of additional services from the same person, based
on proper justifications, single-source procurement is conducted by
local self-government bodies upon consent of the community’s Senior
Executive;

e Single-source procurement through quotations provisioned by urged
and unforeseen demand is conducted by an agency under Community
or a legal entity entitled to carry out centralized procurement for
Community needs in accordance with procedures set for that
procurement method for government needs.

Procurement through Request for Quotations is conducted by local self-
government bodies. Meanwhile, the Agency is entitled to perform open
competitive biddings on a contractual basis for community needs.

Specifications approving procurement procedures and complaints are
regulated in accordance with procedures set for government specifications.

Subject to regulation are basic relations related to state grants and subsidies

provided to legal entities. The regulation specifies the nature of subsidies and
grants, the procedures for providing thereof and other relations. In particular,
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the methods for calculating subsidies, the norm @sueh calculations, including
the least advantaged price in individual s (érs and types of activities
established by relevant state policy implemehted by public authorities i
sector agreed with the Ministry of Financ&@nd Economy. Subsidies are.
based on a contract between the public authority responsible for th@t r and
the entity. Grants are provided through@ competition procesg ucted in

compliance with the relevant regulation.
Public Procurement Supervision and Appe&) Procedures @0

According to Articles 10 and 17 of the on g)?urement, the Ministry
of Finance and Economy is responsible fos#document control and on-site
inspection of procurement. In so far as documefify control is concerned, the
Authorized Body verifies the compliance of procuren&t records submitte
the Agency or the relevant public authority with the provisi®ns li f@cgement
legislation. In case of non-compliance, the Authorized Body shall request
justifications and if the provided justification is not acceptable shall instruct the
actions of the relevant body. The latter either takes actions for carrying out the
instruction, notifying the Authorized Body about that, or if the instruction is not
acceptable submits the matter to the GoA. The Government’s decision shall be
final for the Authorized Body.

On-site inspection is performed according to procedures prescribed by the
Law on Organizing and Implementing Inspections on the Territory of RoA.

By Decree N°435 of the Minister of Finance and Economy dated
29 November 2001, a procurement monitoring steering team was created and
relevant procedure established for reviewing the procurement process,
identifying and making public the deficiencies, and drawing up the conclusions
on procurement process. Monitoring is based on review of submitted documents
and oral presentations by the Authorized Body officials on circumstances that
hinder or impede the procurement process or infringe on the interests of bidders.

Articles 45-49 of the law govern the appeals process. Any person who has
suffered or may suffer damage as a result of the client’s and/or authorized
body’s actions during the procurement process has a right to appeal. The appeal
may be filed by:

e The client on the fifth working day after publication in the Official
Bulletin of the decision awarding the contract award. The client shall
not consider the appeals presented after contract signing. Within five
working days after receipt of the appeal, the client shall be given a
written decision with relevant justifications in the case the appeal is
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rejected, or the mechanisms to be aﬁ]&%d in case of full or partial
satisfaction of the appeal.

{ N
If the client fails to take any dec@n within five working day? the
decision is not satisfactory to the appealer, the latter has@ ght to
appeal to the Authorized Body ﬂo the Court.

The appeal shall be filed to tiE%Authorized Bod¢Af the client has
failed to consider the appeal, or the appealer i satisfied with the
client’s decision, or if the clieni$2decisi ated later than five
working days upon receipt of the a@;ﬂ. TheYAuthorized Body sends
a written notification of the appeal td=the client. The Authorized Body
shall adopt a decision within five worki{g ays, which shall be fina
provided the decision is not brought to the . If the appeal

the Authorized Body the client shall compensate R lolg_es@c ?by
the appealer.

On the appeal, the Authorized Body may decide to:

prohibit the client to take certain actions, make decisions, or perform
certain procedures;

force the client make relevant decisions, take required measures and
perform consequent procedures;

fully or partially annul or revise or replace the client’s decisions,
except for those on the contract award and contract termination;

force the client to compensate the costs incurred by the appealer
related to procurement procedure prescribed by legislation and

supported by documents;

terminate the procurement process.

In the case where the appealer proves the possibility of losses if
procurement is in process, the Authorized Body terminates the process for seven
working days. In order to ensure the appealer’s rights the Authorized Body may
extend the aforementioned termination period until completion of the appeal
process provided the whole termination shall not exceed 15 days. If the client
proves to the Authorized Body the importance of procurement continuity for
defence and national security purposes, termination shall not be applied. The
client’s justification shall be attached to the procurement records.
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The authority that has received the appealshall inform all stakeholders
about the content therein. The interested eptities that have suffered or may
suffer as a result of the appeal may take &rt in the appeal procedurx
entities which failed to participate in the cQﬁplaint processing are not pf‘? ted
to make similar complaints. The decision of the client or the Auth ody,
within five days upon adoption, is provided to the appealer and Brdders and
other interested parties upon request. Th€ appealer reserves a%ht to file the
client’s or Authorized Body’s decisions tcktlje Court. 0

Public Procurement System and Preventior\» Corru@gactices

Public procurement is carried out by tralized and local competitive
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biddings, and for cases provided by the Law on eycurement through request (@

for quotations or single-source procurement methods. x
°* LeC

The State Procurement Agency represented as a non-commercial State
organization is responsible for centralized procurement procedures. In
particular, the Agency receives and registers the bids and quotations, records all
the data related to procurement, ensures equality of rights of bidders, provides
for openness of the procurement process and signs contracts with winners.

Clients, i.e. public and self-government authorities and organizations, carry
out local procurement. According to Article 17, Clause 1 of the Law on
Procurement, the Ministry of Finance and Economy is responsible for State
regulation of procurement. The Ministry is authorized to:

e provide methodology for regulation of procurement process;

e draft documents on procurement norms and submit these to the
Government and the Prime Minister for approval;

e Assist clients in conducting procurement and supervise their
compliance with laws and other legal acts;

e provide assistance to clients, including preparation and publication of
standard procurement documents;

e co-ordinate collaboration in procurement activities between public and
self-government authorities and international organizations and

foreigners in general;

e  organize staff training for public and self-government authorities.
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The objective of the overall procurement ’OSAcy is to ensure transparency 0
of implementation tools, which in essence i to prevent abuse and co S

practices. m

Financial Control / State Audit O
Legislative and Institutional Framework jQState and Internal @

State financial control is performe the Cham @ Control of the
National Assembly, the Financial Superv Dep of the Ministry of

Finance and Economy (MoFE) and by 1ntern@ud1t adencies under public and
self-government authorities.

The Chamber of Control is an external supervi&n authority forme%@
and reporting to the National Assembly. ® L e

Article 77 Constitution provides that “the National Assembly shall
consider and approve the annual report on state budget execution upon the
Chamber of Control opinion.” The Law on the Chamber of Control of the
National Assembly dated 29 May 1996 regulates the Chamber’s activities
which are based on independence, collective leadership and openness. To create
an effective and integrated control system, a proper legal framework has been
established. In particular, the Law on Organizing and Conducting Controls in
the Republic of Armenia was adopted on 17 May 2000; the Regulation for
Control of State Budget Execution was approved by Decree N°1112-N on
11 July 2002. The cooperation framework, at the forefront in the combat
against economic irregularities, was initiated under the joint order of the MoFE,
the Chief Prosecutor, Ministers of Interior Affairs and National Security
adopted in June 2002.

Under the approved regulations, the Ministry of Finance and Economy
(hereinafter Controlling-Auditing Body), the Prosecutor’s Office, the Police
under the GoA, the National Security Service under the GoA collaborate in the
organisation and the conducting of inspections, processing inspected materials,
and in the development of unified methodological instructions and exchange of
information in the area of financial and budgetary policy implementation.

The inspections are held to verify the validity of the organization’s
financial and economic transactions for the period under inspection, to verify
the authenticity of review reports, as well as the availability and accuracy of the
documentation.
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Based on the decisions of the prosecutin®®authorities, the Controlling-
Auditing Body carries out inspections of the (éanizations and agencies namgd
in the petition signed by the head of repubtican prosecuting authorityﬁn
authorized person. Under the decision, th%sclosed data on financial ? ce,
the place and period of the inspection, as well as the issues to be Ve®d y the
Auditing Body shall be submitted. D

The Auditing Body carries out irﬁ?ctions in a d Qorder. If an
extraordinary inspection is required, the Auditing Body, the Prosecuting
Authorities take a joint decision to prepa T such?gpecial inspection. The
Prosecuting Authorities furnish the insp s with clarifications, ensure
participation of the budget loan administration®agencies and persons who have

material responsibility, as well as undertake rnégsures to obtain additional {

necessary materials.
' e Lect

The inspection report shall be prepared and submitted to the Head of
Auditing Body. The latter, within five days, shall send the list of inspection
materials to the Prosecuting Authority. The Prosecuting Bodies process the
received materials as provided by the law and undertake loss recovery
measures.

The aforementioned legislative acts govern relations of the supervisory
bodies that inspect organizations and law enforcement authorities. It should be
noted that the draft of a new law on Chamber of Control of the National
Assembly, which increases its independence, is presently under consideration.

The Chamber of Control of the National Assembly is a member of
INTOSAL and EUROSAL. It follows the basic requirements imposed
thereupon and attempts to make its activities more public and transparent by
relying on society in general for support.

On behalf of the executive authority, the supervision of the RoA budget
execution is performed by the Financial Supervision Department of the MoFE
under by the Decree N°1460-N, dated 11 July 2002, on Approving the Staff and
Charter Ministry of Finance and Economy. The aforementioned activities are
carried out by the Supervision Department in terms of verifying the
effectiveness and expediency of utilized funds of State Budget and loan
proceeds of foreign countries and international organizations, as well as
examining for compliance of off-budget funding and use with the legislation.
The inspections cover the activities of tax and customs authorities with respect
to budget income collection, as well as focus on the effectiveness and
expediency control of State budget specific allocations to state and partially
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state-owned organizations. With respect to se activities, the Financial @)

Supervision Department is entitled to carry 01 ’)

e In the area of control and finam'al supervision over State &g&
execution: O

i) Expediency and effectivenes&mtrol of State Budgsg expenditures

by commercial organizationmth more than 50%6 e shares and 3

State management agencies chief financig ers thereof;

i) Control over the budget r%enue aQ‘for compliance with 2,
legislation by the revenue coll n and supervising authorities
and authorized legal persons, except gor inspections of tax agents , &
and payers of tax, duty, other fix Biyties, leasing chargess <
interests and administrative charges; %

*Lec

iii) Quality (accuracy and legality) control of activities related to State
Budget execution by public and regional government authorities
and communities and chief financial officers thereof, including
placement of government orders (procurement process);

iv) Control for effective and expedient utilization of state budget
allocations, government loans, grants and republican special funds
and other government sources provided by public authorities to
commercial and non-commercial organizations (regardless of their
legal and organizational status), as well as inspection (audit) of
financial and economic activities of the state administration
agencies and state non-commercial organizations;

v) Control on implementation of off-budget funding and use by the
state administration agencies in accordance with legislation;

vi) Auditing based on pre-examination and court decisions;

vii) Inspection of cash and accounting transactions in the cases
prescribed by Law;

viii) Inspection of financial and economic activities in communities to
the extent it is sanctioned by laws.

e In the area of state property management:
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1) Control of audit commissions '(’ﬁspectors) activities within
commercial organizations with 1(@ and above state shares, excgpt
for the inspections of commercialorganizations with state sh%

ii) Control on property transferred to the State a ned,
confiscated, donated and iﬁgited property, as el on the
property seized under tax and™on-tax liabilities. 8

(%

e In the area of international finangl co—operatior@

i) Inspection of economic andg~jnanciabd activities of project
implementation units, cost e ation control, as well as
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supervising the expedient and effect(\? utilization of state funds (0

during the project implementation.

g the proj p ° L e C{'

Supervision or control activities are conducted in accordance with the RoA
State Budget execution controlling programs approved by the Government, as
well as based on specific assignments given by the Prime Minister, Minister of
Finance and Economy and upon petitions filed by the competent public
authorities. As a result of such activities, remedial measures are underway to
address the violations and irregularities and ensure legality and, in particular
cases, impose sanctions and compensate losses.

In Armenia, an appropriate legal framework has been established for
providing effective and sound financial control. In particular, since 2000: the
Law on Organizing and Conducting Control in the Republic of Armenia was
adopted and enforced; Regulation for Control over the State Budget Execution
of the RoA was approved by Decree N°1112-N dated 10 August 2002; the
Procedure for the Ministry of Finance and Economy Cooperation with the
Prosecutor’s Office, the National Security Service under the GoA and RoA
Police under the GoA to Disclose Economic Irregularities under Inspection
Activities approved in June 2002 by joint order of the Ministry of Finance and
Economy and the Law Enforcement Authorities.

The aforementioned legislative acts govern the relations of supervisory
bodies with the inspecting organizations and law enforcement authorities. In
particular, and in accordance with this Procedure, in order to increase the
effectiveness of the fight against economic offences the Ministry of Finance (as
Control-Audit Body), the Prosecutor’s Office, the National Security Service
under the GoA and the RoA Police under the GoA (as Prosecuting Bodies) are
collaborating in the organisation and the conducting of inspections, the further
processing of the inspected materials, in the development of guidelines and the
exchange of information so as to ensure better legal application of financial and
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budgetary policies. In light of the aforementigeg the prime objective of the
Control-Audit Body is to control and superyi#e€ State and other funds and
circulation thereof, in collaboration with “Prosecuting Bodies, whic
disclose and evaluate validity of financia@d economic transactlons 1(&:
the organizations (agencies), the adequacy of reports, and the ava an
accuracy of related documents for the perﬂ under inspection.

Q_

Relations in the area of internal audis jn public and lo elf-government
bodies and agencies are regulated by the Yaw on Treasu stem and by the
Minister of Finance and Economy Order N@ZL-N da?& ecember 2002, on

approving the Regulation for Conducting Intgfsal Aud in the RoA Public and
Local Self-Government Bodies and their Sub-Aegencies.

The structure and objectives of financial and abountmg services a @
under public and local self-government bodies were establ&heLb@ O{IF
Letter of Instruction N°3/10-816-3654 dated 28 December 2001 and are
presented below.

Powers of Bodies Involved in Internal Audit System:
The Ministry of Finance and Economy:

Co-ordinates and supervises the audit activities of State bodies, and in
particular:

e receives annual and quarterly audit programmes and gives its consent
for approval;

e receives and considers audit reports; and

e presents mandatory instructions to the Chief Financial Officer on
correcting mistakes and omissions identified during audit.

Through inspections and audits of the State Budget execution:

e examines audits are performed in compliance with the provisions
prescribed by this Regulation and other legislative acts; and

e assesses the compliance of the activities taken by agencies with
respect to budget revenue and expenditures, accounting and
preparation, and submission of reports on budget execution with
legislation provisions.
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Public or Local Self-Government Managing Bogﬁ

Regarding the specifics of financial Snd economic activities 1@/
establish an audit group to provide audltlnmnd

e if required presents written justification to the Chief Fma@ Officer
for the extension of a complex it; b

v
e manages audit groups; U @0 J
)

e decides on involving experts in z}&) it team h the Chief Financial 12
Officer’s prior consent;
%

e  atleast two weeks prior to audit notifies tgf B}ty to be audlted \)(

e prior to each audit informs the audit team memberslb'f % planned
schedule of the audit, provides the members with the required papers
and the letter of the Chief Administration of Budgetary Credit
(hereafter the Chief Administration/CABC) on approving Audit team
staff;

e submits an audit report to the Chief Financial Officer identifying all
the omissions and mistakes and provides appropriate remedial

recommendations;

e reports to the Chief Financial Officer on fraudulent or other illegal
practices detected during the audit;

e decides on the quantity, composition and quality of the audit
materials;

e bears responsibility for the integrity and filing of audit working
papers;

e archives the audit materials and for their extraction receives the Chief
Financial Officer’s consent;

e if required, conducts additional auditing to review the expert reports
and opinions;

e incurs responsibility for reliability of the audit reports and opinions;
and
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e arranges round-tables on reports, l&?&res the final audit report,
opinion and recommendations Whii submits to the Chief Financjal
Officer’s for consideration. \

Audit Group O

Regarding the specifics of financial Q economic activitie@n audit group
may be established on the consent of thd Chief Admini? on to provide
auditing. An audit group may incorporaf€ the financial accounting staff
members of a given chief administration, a\y#ell as ts who represent other
than financial and accounting divisions of& chief “administration who are
involved in the audit teams in accordance with~eStablished procedures.

For each case of auditing in individual division4>persons who have m)
employed by the same division for two years since the start & thl_au@ dhall hot
be involved in the audit group. Audit group members who have had direct
involvement in the assessment of the drafting process of internal control
systems may not be involved in the audit assessment. The audit group members,
excluding the chief auditors, carry out audit activities in parallel with their main
duties.

The purpose of the audit group is to:

e evaluate consistency of the chief administration operations with law
provisions;

e cvaluate the accuracy of the chief administration incomes and
expenditures (budget and off-budget), accounting and initial

recordings, and identify inconsistencies;

e assess the availability and possibility of rational and efficient use of
the chief administration expenditures;

e identify and detect artificial obstacles and illegalities impeding the
sound operation of the chief administration; and

e evaluating the internal control system of the chief administration.
Divisions (Agencies) under Audit
A complete audit is conducted at least once a year in each financial and

accounting division of the chief administration. Managers of the audited
divisions shall provide the audit group with the complaints and
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activities. The Law on Treasury System ado%tfa in 2001 introduces the inter;al
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auditing systems of public and local self-government authorities, and fo ir
regulation the MoFE Decree N° 934-N d 30 December 2002 on a ing
the Procedure for Internal Audit of RoA Public and Local Self— ment
Authorities and their Agencies was adopf®y (hereinafter “the Pgocetwfe”). The
objective of the internal audit of public™and local self—governét authorities
and agencies there under is as follows: U 0

e assess the compliance of the gﬁef Admnigis¥eation financial and
economic operations with the app 1086 Rorge‘gislation;
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e check the reliability and adequacy g@f financial and economic (@

information used or provided by the Chie Awnistration; and &\)

& b
e identify inconsistencies in accounting records %e Chief
Administration.

The following is the organizational structure of the internal audit system of
public and local self-government authorities.

The Involved Parties in Internal Audit

The Ministry of Finance and Economy co-ordinates and supervises the
internal audit operations of Public and Local Self-Government Authorities by
approving annual internal audit programs, processing the reports, providing
recovery measures through controls and audits of the State Budget.

The Chief Financial Officer acts under direct authority of the State
Managing Body and manages its financial and accounting services. The Chief
Financial Officer ensures the management of state financial flows and the
internal control system, the internal audit and the procurement systems. The
Chief Financial Officer approves and modifies internal audit programs, assigns
targets for audit, undertakes preventive and remedial actions for audits to avoid
frauds and irregularities, receives audit reports, gives his/her consent for the
publication of these reports or information found within, receives quarterly and
annual complex reports, receives instructions from the Ministry of Finance and
Economy on deficiencies and omissions that have been detected, and ensures
that other operations are duly carried out as specified in the Procedure.

The Chief Auditor, acting under the direct subordination of the Chief

Financial Officer, provides the internal audit. The Chief Auditor develops and
submits to the Chief Financial officer’s approval the quarterly and annual
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programs for internal audit and is responsible mﬁits implementation, submits
substantiations for special complex and targ Qudits, manages the audit teags
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and its activities, decides on involving experts, submits to the Chief Fi 1
Officer the identified omissions and takes and recommendati for
recovery thereof, in case if irregularities notifies the Chief Finan fficer,
bears responsibility for filing the audit w@Tking documents, for the re¥ability of
the audit report and audit opinion, arrang@J discussions of rep@éprepares the
final audit report, opinions, and recoaneDdations, and suby s to the Chief
Financial officer consideration. \)} @

Taking into account the peculiarities omarticulg finance and economic
activities, the managing body of the public ocal self-government authority

may issue a decision and appoint an audit team c@prised of employees of the

given CABC financial and accounting services w arry out the audig %
parallel with their main duties (with the exception of e ﬂlieeﬁgditor).
Experts from other departments may issue a decision and appoint an audit team,
comprised of employees of the given CABC.

For each case of auditing in individual divisions, persons who have been
employed by the same division for two years since the start of the audit shall not
be involved in the audit group. Audit group members who have had direct
involvement in the drafting process of the assessment of the internal control
systems may not be involved in its assessment efforts.

As mentioned above, internal audit operations are currently governed by the
Procedure, which specifies audit implementation processes. In collaboration
with the IMF an internal audit manual is under preparation, which will provide
sample forms for application of the Procedure, and describe all audit procedures
in detail. During the internal audit, the audit team shall verify for and ensure:

e consistency of the CABC ’s operations with legislation provisions;
e accuracy of the CABC incomes and expenditures (budget and off-
budget) accounting and initial recordings, identification of

inconsistencies;

e assessing the achieved efficiency of CABC expenditures and possible
rationales’

e identification of artificial obstacles impeding the CABC operations
and detection of irregularities;

e evaluate the CABC internal control system.
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Internal Audit manual approved b oFE Decree N
29 December 2003, provides sample forms Yor its applicatio
internal audit procedures in more detail. The following @ ods are used for
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Conducting Internal Audit of RoA mlic and Local Self-Gov et
Authorities and their Agencies approved by MoFE Decree N° 9 . dated

6-A, dated

30 December 2002, which provides a d¢fjled description of g res. The
describes the

obtaining internal audit evidence: \)) Q\

e revising calculations (recalculation)o

"/

e observing the rules of recording separa<§ W:ratlons in accountl <
papers; PY L e C

e obtaining confirmations by third parties of the information provided
by the audited divisions;

e inquiries with management, employees of the audited divisions, and
third persons;

e examination of the data reflected in accounting records (initial
documentation);

e analysing activities; and
e preparing alternative balance sheets.

The auditing team for the purposes of the audit shall:

e assess whether the CABC operations have been conducted in
compliance with legislation;

e Assess the accuracy of the CABC incomes (budget and off-budget)
and expenditures, accounting and initial recordings, and identify
inconsistencies;

e examine the efficiency and rationale of the CABC expenditures, offer
cost effective practices;

e identify artificial obstacles impeding the regular activities and detect
the irregularities; and
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e evaluate the CABC internal system Ofd it.

According to paragraph 28 of the Interrﬁl Audit Regulations, the daﬁl
fraud or other fraudulent activities shall@ promptly reported to thc ief
Auditor, and the latter shall in turn inform the Chief Financial Offic@ urther

actions. D

Except for the Central Bank, the S:Qief auditors ad@imstration staff,
including the President’s staff, Governnient Staff, Ex e Bodies Staff,
Regional Marzes (the Yerevan Municipglity) staf )JSteering Commissions
(services, boards including civil service boarghnestablished under the RoA laws
shall be civil servants and subject to the proviséns of the Law on Remuneration
of Civil Servants.

Independent Safeguards

The Chamber of Control is an external audit authority formed by and
reporting to the National Assembly. The safeguards for the independence of the
Chamber of Control financial and functional are as follows:

e the Chamber of Control reports solely to the National Assembly;

e  The Chamber of Control budget is specified in a separate item in the
Law on Budget of the next year;

e The Chamber of Control President is elected by the National
Assembly for a term of six years;

e The Chamber of Control Deputy President, Departments Heads
(Board Members) are appointed by the President of the National
Assembly.

Any interference in the activities of the Chamber of Control will result in legal
liability.

In view of improving the Chamber of Control’s independence it is crucial
for the Chamber to approve its programs/plans independently but with due
consideration of suggestions made by legislative and executive bodies and with
the understanding of their importance and risks.

The further development of the Chamber of Control activities, the

improvement of its financial and functional independence, as well as the vitality
of the analytical investigations depends on the amendments to be made to the
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Constitutions and the design of a new law on ((é: ber of Control. According to
the present law, the funding of the Chamber ontrol is estimated separate,
It is worth noting that with the exception of t'}m Central Bank, the chief eu.@
of the Presidential Staff, the Government S@f the Public Authorities SQ
the Steering Commissions established in accordance with RoA lawﬁ
servants and are remunerated accordin@to the provisions 8
Remuneration of Civil Servants.

vil
aw on

The transparency of the activities of~the Chamber &ntrol is ensured
through the approval of the annual progl’qﬁs by N Assembly and the
submission of reports to the latter. The Changber of Cdntrol’s relationship with
the media is regulated by the Law on theNPress and Other Media, which
establishes the Chamber of Control’s relations wit](gbe public.

c"‘)

Tax and Custom System and Fiscal Treatment of Bribes ® L e

Disclosure and Examination Rules of Corrupt Activities by Tax and Customs
Systems

In general, there is no prescribed behaviour for the examination of corrupt
transactions and information reporting in the tax and other public sectors. No
norms are set by Armenian laws for tax service official’s obligation to report
suspicious corrupt transactions to enforcement authorities. The Customs Service
Law allows tax officials to co-operate with enforcement bodies; however, the
co-operation of tax inspectors is not provided for.

Relations with Local and Foreign Authorities

Pursuant to the Tax Service Law, tax authorities shall in accordance with
the Code of Criminal Procedure carry out investigations in the areas of income
that are under the supervision of tax authorities. In view of this, an operative
intelligence department and investigation division are operational under the tax
service system which is in charge of investigating tax offences and then
transferred to the preliminary examination bodies.

Tax service officers are empowered to apply the law as well as conduct
foreign tax and criminal investigative services on any suspicious transactions
they observe. Within the exchange of the information framework with CIS
member countries, namely under the Coordinating Board of Tax Investigation
Bodies, some technical consultancy assistance has been obtained by tax
authorities and an active co-operation has been launched and developed.

FIGHTING CORRUPTION IN TRANSITION ECONOMIES: ARMENIA - ISBN 92-64-00984-1 © OECD 2005

/.

o)
2

Y

J

v
2,

(@

87



88

S

Starting in 2003, a Supervision Depart has been functioning as a
structural division of the State Tax Adminis, &on, which in addition to other
official duties is responsible for disclosing iffternal tax service abuses. A%l
Examination Commission also operates u@r the State Tax Administ;@ in
compliance with the provisions of the Tax Service Law. O

it
e /‘ E d/‘f

Internal Corruption Preventive Progmm.@ Tax and Customs S@ems

The Supervision Department of the &gte Tax Admi tion must within
its powers and responsibilities regularlx))mplem aCtivities targeted at
disclosure of abuse by authorities, conductigrg\investi®ations and undertaking
preventive measures. To this regard, the @artment co-operates with the

/.

Qo

2

respective Examination Commission and Operati¢e, Investigation Department. (@

The results of such activities are submitted quartefly to the President,%
Government Administrations as well as to the International Morle_tae:ﬁd and
the World Bank local representation offices under the framework of
international liabilities incurred by the RoA. To this end, it is significant to
pursue the information received from customs bodies which contributes to the
disclosure and prevention of the illegal circulation of assets. Nevertheless, there
are no special provisions stipulated by tax legislation in this sector.

However, rotation system of tax officials approved by the Decree N°1567-
N of 3 December 2002 on the basis of the Law on Tax Service is instrumental
in preventing and fighting corruption. The rotation system provides that the
organization of tax officials’ work shall be base on a rotation principle based on
a two-year consecutive phase as decided by the tax service managing body. The
managing body of the tax service shall take such a decision at least one week in
advance to the rotation.

The State Tax Committee along with its Supervision Department and
Special Division seek to develop remedial measures that address corruption
violations and abuse by authorities, as well as disclose facts of illegal activities
(and thereby prosecute such activities). However, such activities are subject to
specific regulations backed by legal procedures. To this regard, the “controlled
supply”” method of smuggled goods prescribed by the Customs Code enables the
final disclosure of all companions in crime (including corrupted officials) when
customs authorities co-operating with local and foreign law enforcement bodies
do not suspend transfer of smuggled goods through customs channels in order
to trace the entire line and achieve an ultimate disclosure. Corruption violations
may also be reported as the result of Contraband Combating Department
activities.

FIGHTING CORRUPTION IN TRANSITION ECONOMIES: ARMENIA - ISBN 92-64-00984-1 © OECD 2005

Y

J

v
2,



se—'t Edy,

Regarding persons who are aware of corrdgd transactions and who are
obliged to report these to the respective enfo Qnent authorities, it is importgnt
to note that Armenian laws envisage a crin$a1 liability clause for thos\v%
fail to report to enforcement authorities%cts definitely known to t{fSwa’ on
planned offences, those in process or which have already been c itted. In
addition, it should be noted that the excge of information hetweedl tax and
customs administrations contributes to af efficient fight aga% the shadow
economy. At the same time, the rotationg?)cedure of tax odalals adopted on
the basis of Tax Service Law can be use ool and remedial

S a preventj
measure. Q\

The tax legislation does not provide any@use for reduction of bribe costs
from taxable circulations.

Money Laundering ® L e
Criminal-Legal Character of Money Laundering

Among the activities envisaged under the 2003 Anti-Corruption Strategic
Action Plan of the RoA for the disclosure and alleviation of shadow economy in
the country, the drafting of an individual law on fight against money laundering
is included.

On 11 May 2001, as a member country of the OSCE, the Republic of
Armenia joined the Strasbourg Convention on laundering, disclosure, seizure
and confiscation of criminal proceed, adopted on 8 November 1999 but which is
not yet ratified. Participating later in the Anti-Money Laundering and
Combating Terrorism regional conference on 24-25 June 2002 in Ankara,
organized by the US State Department, , the Republic of Armenia proposed to
participate in the AML initiatives.

To this end, the Central Bank drafted and released into circulation a draft
law on Combating Legalization of Criminal Proceeds (AML) and Terrorism
Finance. In addition, an Inter-Departmental Commission has been established
under the coordination of the Ministry of Finance and Economy upon the Prime
Minister’s instruction, represented by the Government of Armenia, the RoA
Police and National Security under the GoA, the Ministry of Foreign Affairs,
the Central Bank, and the Ministry of Justice in order to create an appropriate
legal framework. The working group under the Commission has collaborated to
develop a package of draft laws to amend the respective laws on anti-money
laundering and banking secrecy.
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The draft laws focus on safeguarding th “&Aghts and lawful interests of @)

2

activities. To this regard, they are expected tO regulate the relations of p S
engaged in monetary and property transa@ms and State bodies and Qc als
supervising thereupon in order to disclose and prevent crimina@n ering

processes. D

The draft law on Combating Legalizgtidn of Criminal Prgsgeds (AML) and
Terrorism Finance (hereafter AML/CTF)™shall regulate@ es related to the
fight against legalization of illegal pr(\&éeds an rrorism finance, the
respective executive body’s activities as Welg their do-operation framework.
The draft law regulates the agency responstle for AML/CTF activity (the

citizens, civil societies and State with re§pect to anti-money launderg'%g

Central Bank), its relations with other state bodi(s/and norms of information (

reporting, including transactions to be reported. L
° |l ecC

The draft law also regulates AML/CTF activities and behaviour in banks
and credit organizations, the underlying legal acts, internal control structures,
information gathering specifications, financial transactions to be conducted,
limitations for opening and servicing bank accounts, opening accounts in
foreign states, termination of transactions, restrictions for creating e-banks and
dealings with them, as well as issues related to international co-operation.

Draft laws determine international co-operation priorities and forms
pursuant to which the public management body authorized for AML/CTF shall
under the RoA international agreements provide appropriate information to the
relevant foreign authorities upon the latter’s request or on their own initiative or
make inquiries about confiscation of criminal proceeds, as well as special
official recordings with respect to detection of criminal proceeds, the arrest on
property, property seizure, including examination, interrogation of suspects,
witnesses and other suffered persons, search, seizure, material evidence, as well
as carry out seizure of the property, transfer and delivery of documents.

It must be noted that money laundering or legalization of criminal proceeds
in Armenia shall be regarded as a criminal offence. Consequently, Article 190
of the Code of Criminal Procedure stipulates what constitutes a criminal
liability and prohibits thereby to conduct any financial or other deal with respect
to proceeds and other property obviously obtained in a criminal way, to use
such material values for business or other economic activities aimed to conceal
or pervert the said material values (or misinterpret rights related to them),
sources of origin, location, allocation, move or the real ownership thereof.
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Obligations of Organizations to Report .?’é:éiécious Deals, Relations of @)
Financial Intelligence Agency with Law EnfoL ent Bodies

Under the draft law the organizati@ who shall report the au@d o
bodies on suspicious deals are as follows:

e Dbanks, credit organizations, ex@nge offices, currenc&ealers, those

v
who transfer money; =
U (% S5
e  specialized participants in securitwarkets; @ Q/

E O

"/

e insurance and leasing companies; O

e  pawns, lombards; (/b' . C& \)(

e authorities engaged in property and capital accoullling, and
registration and validation of proprietary rights; and

e companies engaged in profitable games and lotteries;

According to the draft law, the authorized body shall study, analyse the
provided information and in cases where there is ample proof that the
transaction is related to money laundering, shall deliver the appropriate
information and material to the enforcement authorities.

Amendments made in October 2002 in the RoA laws on Banks and
Banking, Banking Secrecy and Credit Organizations specify that financial
institutions shall emphasize the importance of and watch closely all complicated
large-scale transactions.

Presently, only banks and credit organizations are legally obliged to report
on suspicious transactions to the Central Bank. As a legal guarantee for
discharging this obligation, the Central Bank may set banking regulations to
prevent criminal proceeds circulation, establish special reporting procedures for
banks as well as exercise other powers prescribed by the Law on Banks and
Banking and other legal acts. The Central Bank may demand from the bank,
bank customer or bank shareholder (participant) any document or information
verifying the legal origin of such proceeds. In the event of any doubt with
respect to its legality, the Central Bank is empowered to refuse any such sum.
Moreover, the bank on the Central Bank Board’s decision is obliged to suspend
(freeze) those transactions which are suspected in criminal proceeds circulation
or the financing of terrorism. Information by the Central Bank to the
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enforcement authorities is currently regulated provisions of the Law on

Banking Secrecy. Q
Q
&

Corporate Accounting and Auditing Stand@s

Armenia are the Law on Accountingm™i.aw on Auditing, w on Cash
Transactions”, Law on Joint Stock Companjes, Law on Re on of Security
Markets, as well as accounting and audit st¥ndards approv the Order of the
Minister of Finance and Economy whi@\ in theQ@m comply with the

Legal acts regulating the accountﬁfinancial statemenEs aQaudit in

international standards.

In accordance with the relevant laws, the a@nmal financial statements of
open joint stock companies, insurance companies, lobbards, banks and ¢ @
organizations, gambling houses, funds, non-governmental Qrgzln_iz@?n@ ﬁéte
non-commercial organizations must be published on an annual basis.

Under the Accounting Law the financial statements subject to publication
shall be endorsed solely by the authorized (qualified) Chief Accountant and an
authorized (qualified) auditor under the RoA laws.

Open joint stock companies and insurance companies are subject to
compulsory auditing with respect to their financial statements. Business entities
shall eliminate inadequacies and delinquencies occurred in accounting and
financial statements disclosed in the result of audit activities.

Accounting officers, auditors and consulting firm representatives are not
liable to notify enforcement authorities of their doubts and suspicions on
irregularities they have observed.

Administrative disciplines are provided for under the RoA laws in the
event when accounting failed to be provided, rendered or properly rendered (if
improper treatment caused a reduction in tax or fixed social insurance pays),
financial statements failed to be signed or are signed by an unauthorized person,
or were not submitted on time.

Pursuant to the laws, to undertake a business a citizen shall be a legal
entity (or be part of it) or be registered as an entrepreneur. State registration is
mandatory for initiating a business otherwise it will cause an administrative or
criminal liability. An illegal business undertaking shall cause a criminal liability
if it occurs within a year after an administrative discipline was imposed and
which allowed or (could allow) a profit of ADM 100 000.
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There is criminal liability in the e\atﬁthat activities of the tax
administration or social insurance state funi impeded and which occurrged
within a year after being disciplined for the“same violation as well as ﬁe
event when resistance is recorded again@e executives of such aucgN e
Also criminally punishable is the refusal of discharging liabilities r to tax
and fixed social insurance payments or wffy under enforcementgnedswfres taken
for ensuring such payments by tax and s0Tlal insurance state f@officials, the
payment means and available assets are ugg and managed fi er purposes or

the discharge of such obligations is otherwisg avoided in@e if the sum to be
levied totals more than ADM 1 000 000. \» Q\

Officials who falsify documents, wh ake forgeries and use false

documents for their pecuniary (bribe taking) gains {ball incur criminal liability.

Access to Information o L e C&

Citizens’ rights to seek for and receive information are specified by the
Constitution and other laws.

The Law on Mass Media dated 13 December 2003 determines and
guarantees freedom of speech and the obtention of information by information
service sectors. Article 4 of this law provides that information agents and
journalists shall act on the principles of legal equality, law and order, freedom
of speech (freedom of expression) and pluralism. In the performance of their
professional activities, journalists shall be protected by law. Media disseminated
without prior or current state registration, license, declaration to state or other
agencies or notification thereof.

Criticism and any attempts to impede the dissemination or refusal to
disseminate information by an information agent or journalist are prohibited.

The Law on Procedure for Examining Citizens’ Proposals, Applications
and Claims dated 24 November 1999 regulates issues related to the examination
and further processing by the State, civil society and other bodies, local self-
government or autonomous bodies and officials thereof of proposals,
applications and claims introduced by organizations, citizens and legal persons,
as well as foreign nationals on the territory of Armenia and those who holding
no nationality. Article 4 of this law provides that State bodies, autonomous
bodies and officials thereof shall within their jurisdiction and in a manner the
laws specify consider the public claims and undertake measures to solve them.
The aforementioned law shall not apply to the procedures for proposals,
applications and claims which are prescribed by criminal, civil, labour and other
laws.
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Article 6 provides that each person shall h VQ right to become acquainted
with the information it seeks and, in the ma é as provided by the law, make
the appropriate inquiries to obtain the wanteg“information The law regulﬂé\
detail the issues related to information acc@blllty and publicity, in pari&
provides that the information holder shall draft and publish its owg dures
for providing information and post it inf@\visually prominent lac ithin its
premises. The information holder shall "®Hsure accessibility é publicity of
information, carry out registration, classjfication and enance of all
information it owns, provide inquirers firSt-hand full in ation. Provisions

restricting the freedom of information are\bé:scnbec@g e law, according to
which the information holder shall refuse the g&quest formation if it:

e  contains state, official, banking, commer tal secrets;

&\)
e violates personal or family life confidentiality; L e C
e  bears confidential data of preliminary examination;

e discloses occupational secrets as they could be of medical, notary,
lawyer nature; and

e violates copyright and/or adjacent to it rights.
Criminalisation of Corruption
Active and Passive Bribery
Definition and Elements of the Offences

In this area there were certain contradictions and insufficiently clear
corrected in the Criminal Code in effect since 1 August 2003. The definition of
public official’ in Article 182 of the former Code was given a very restrictive
description that virtually complicated the issue of recognizing people entrusted
with authority, yet not involved in public institutions as a public official.
Perhaps this is the reason that the practice went totally another way. In
particular, employees of joint-stock companies, entrusted with power of
authority, were also recognized as entities of official crime.

As for the Criminal Code that has been in effect since 1 August 2003, the

description of a public official is not restrictive and complies with the
provisions of the current civil and public service laws [Article 308(3)].
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The same Code provides that the receipt roperty, right of property or
other non-pecuniary gain as a gift by a p léc official, without prelimingry
agreement, for the act/omission committed uider his/her competences shﬁt
be considered a bribery, hence an offen@ if the value of the gift d@ not
exceed five-fold of the minimum salary.

it
e /‘ E d/‘f

Provocation of bribery is a new elen@u in criminal law is covered in
the above Code. In particular, Article 330 yprovides the follgwing disposition:
“Provocation of bribery or commercial Bfibery involv attempt to give
money, securities, other property or serv of a Q;pecuniary nature to a
public official or a person exercising pregexiptive ®r other administrative
functions in commercial or other organizatif)@ without his/her agreement, for
the purpose of concocted evidence or blackmailing(,

No set of offences is provided for taking a bribe by, O&ivhg erﬁe, 0a
foreign public official.

The Code (Article 311) provides for a criminal liability for both
action/omission in favour of a bride giver (Section 1) and for an explicitly
illegal action/omission (Section 2).

In view of the content of a fault, the receipt of a bribe will make the act a
qualifying circumstance when it is done through plunder. The above
Article 311(3) provides that the receipt of a bribe through plunder (this act is
equal to circumstances as committing the same act by a group of persons for
significant sums or committing the same act again on prior agreement) is
sentenced to imprisonment from four to ten years, with or without confiscation
of property, whereas the simple type of the same act will induce imprisonment
for up to three years.

Article 313 of the Code provides for the set of offences related to
solicitation of bribery. This is stipulated as an act to promote the reaching of an
agreement or realization of an agreement between the one who offers the bribe
and the recipient of a bribe. Further, the solicitation of bribery through the
exercising of one’s official authority will make the act a qualifying
circumstance. An offence of corruption is the abuse of official authority
(Article 308) that involves the use by a public official of his/her power of
authority which is opposed to the interests of the service, or non-performance of
duties for personal benefit, advantage or other concerns, or group interest,
which has caused essential damage to rights and lawful interest of persons,
organizations, to lawful interest of public or a state (the amount exceeding 500-
fold of the determined minimum salary, as of committing the offence, or the
value of the property, in case of a non-pecuniary damage). Abuse of official

FIGHTING CORRUPTION IN TRANSITION ECONOMIES: ARMENIA - ISBN 92-64-00984-1 © OECD 2005

\)(

/.

o)
2

Y
J
v
2,
7/

95



96

S

authority is an aggravating circumstance when ﬂﬁsame act recurs, which has
incautiously entailed heavy consequences.

it
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Article 309 provides for criminal @)ility in the case of an g}&i 1
overstepping his/her authority, i.e. a deliberate action taken by a p\@ ficial
that is explicitly outside his/her authori@i competence, and thatNeefs caused
essential damage to rights and lawful interest of persons, organiéons, or to the
lawful interest of a State (the amount ex@ding 500-fold thﬁmnimum salary,
as of committing the offence, or the value™of the propert e case of a non-
pecuniary damage). Exceeding official authd#ity is ar@gravating circumstance
when the same act recurs, accompanied by u@f forcedpweapon or other means
having serious consequences.

Article 310 provides for liability due to unlebful partlclpatlon i
entrepreneurial activity, namely creation of an enterprise by®a p bh@ KS’
participation in management of such an enterprise through a proxy, in spite of
prohibiting law, if these acts are associated with granting privileges and
advantages to that enterprise or otherwise sponsoring the same.

Article 314 provides for liability for an official fraud, namely insertion of
false information or records in official documents, fabricating, deleting
information, or making other numerical records or changes, and preparation or
handing over of false documents by a public official for the purposes of
improper advantage or personal motivation or group interest. Official fraud is an
aggravating circumstance if the same act has been committed by a public
official who holds a key public position.

Article 315 provides for liability of official negligence, namely the non-
performance or improper performance of duties due to unfair or careless
conduct of service by a public official which has caused essential damage to the
rights and lawful interest of persons or organizations, to the lawful interest of
the public or a State (the amount exceeding 1 000-fold the determined minimum
salary, as of committing the offence, or the value of the property in case of a
non-pecuniary damage). Official negligence is an aggravating circumstance
when the same act recurs resulting in serious consequences.

Sanctions

Fines are normally applied as sanctions to: i) giving a bribe (Article 312),
to the extent that is 100 to 200-fold the minimum salary, or ii) correctional
labour from one year to two years, or iii) arrest from one month to three months,
or iv) imprisonment for up to three years. Giving a large bribe will make the act
a qualifying circumstance to which a fine is sanctioned by Article 312(2) to the
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extent from 200 to 500-fold the minimum salar ,‘ﬁimprisonment is sanctioned
from two years to five years. For circum éces provided for in the thid
paragraph of the same Article (giving an unuSually large bribe to an orgaﬁ%
group), it stipulates fines to the extent %m 300 to 500-fold the n‘@m
salary, or imprisonment from three years to seven years. O

Article 19 of the Code provides tha,gs per its nature andéousness, the
offences are classified as follows: a nonigriive offence, an nce of medium
seriousness, a grave offence, and an es‘gg:ially grave q ce. A non-grave
offence involves deliberately committed for e penalty will not
exceed two years of imprisonment, or to whiginthere ispunishment unrelated to
imprisonment under the Criminal Code. An~éffence of medium seriousness

involves deliberately committed acts for which th(penalty will not exceed five

years imprisonment. A grave offence involves delib ly committed actset
extreme penalty for which the penalty will not exd®ed l_teleygrs of
imprisonment. An especially grave offence involves deliberately committed acts
for which the penalty is sanctioned by ten years to life imprisonment.

Statute of Limitations

The grounds for discharge from criminal liability due to statute of
limitations are stipulated in Article 75 of the Criminal Code. In particular, no
criminal liability is applied if the following periods have elapsed since
commitment of an offence: two years for a non-grave offence; five years for an
offence of medium seriousness; ten years for a grave offence; and fifteen years
for an especially grave offence. The limitation period is calculated as of the day
of the offence was committed to the day the verdict comes into force.

The statute of limitation period is interrupted if a person commits a new
offence of medium seriousness, a grave offence, or an especially grave offence
before such a period elapses. The limitation period is suspended if a person
avoids examination or lawsuit.

Receipt of a bribe [Article 311(1)] ranks among the offences of medium
seriousness, which is why a person shall not be held liable for taking a bribe if
five years have elapsed the offence took place.

Receipt of a bribe in aggravating circumstances [Article 311(2 and 3)] is
treated as a grave offence, which is why a person shall not be held liable for
taking a bribe in aggravating circumstances if ten years have elapsed since
commitment of the offence.
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is treated as an especially grave offence, whi why a person shall not be hgld
liable for taking a bribe in extremely aggravating circumstances if fifteenﬁe;s
have elapsed since commitment of the offe@. o

S
Receipt of a bribe in extremely aggravatini“ﬁcumstances [Article 311(4)]

The limitation period of crimina]@'i\bility for corruptipn ances is
interrupted if a person commits a new offehce of medium seri ess, a grave
offence, or especially grave offence befor@ch limitation p elapses.

Other Corruption and Corruption-Related\D}“fences Q\

New offences of corruption may includQcts provided for in Article 189

(false entrepreneurship); Article 190 (legalizing u@wfully obtained proceeds); <

Article 214 (abuse of power of authority by servantb’m commercial or
organizations); Article 310 (unlawful participation in entkprhel@l@, and
other articles of Criminal Code, adopted on 18 April 2003 and effective since
1 August 2003.

Concept and Definition of a “Public Official”

The description of the concept of a ‘public official’ is provided in
Article 308 of the Code: ‘... public officials are: i) persons performing a
function of a representative of authorities on a standing or temporary basis, or
with a special authority; ii) persons performing organizational, administrative
functions, on a standing or temporary basis, or with a special authority, in
public agencies, local governments, their organizations, and military forces,
other forces and military unions ’.

Defences and Exceptions

Armenian laws do not provide for any exceptions for investigation of
corruption offences, including the rule of burden of proof and specific defence
for corruption offences.

Immunities

Delegates of National Assembly, deputy delegates, the judges, members of
the Central Election Committee (members of community and district election
committees enjoy immunities only in the event of national elections), proposed
candidacies for a community leader and district union members benefit from
immunities.
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Article 66 of the Constitution provides: ﬁlegate will not be arrested, @)

held liable for administrative responsibility oy &fiminal offence judicially unlgss
agreed with National Assembly.” \%

Article 11 dealing with status of judges provides: “A judge@ ot be
arrested, held liable for administrativg™yesponsibility or cgimi offence
judicially unless having consent of sident of the cm@y based on

recommendation of the Board of Justice.”U 0

Article 33 of the Code of Elections Mvides: mbers of the Central
Election Committee can be arrested, held liamor adn¥nistrative responsibility
or criminal offence judicially, throughout t ommittee’s activities, and the

members of community and district election comfnjttees can be arrested, held
liable for administrative responsibility or crimina nce judicially, inS‘
event of all-national elections, only if agreed by the Central ﬂlecli_oneo ittee

of the RoA.”

Article 127 of the Code of Elections provides: “Proposed candidacies for a
community leader and district union members can be arrested if agreed by the
community election committee.” The same article also provides: “Candidacies
for delegates of National Assembly, proposed on proportionality and majority
basis, can be arrested, held liable for administrative responsibility or criminal
offence judicially, throughout elections, only if agreed by the Central Election
Committee of the RoA.”

Jurisdiction

The investigative officers of the Public Prosecutor’s Office are entrusted
with carrying out prosecution of criminal cases regarding general corruption
offences (official offences). There are also investigative officers of the Police
Department and investigative officers of the National Security Service. No
special procedure is defined for an eventual transfer of a criminal case to
another country.

Corruption in the Private Sector
Article 200 of the Criminal Code provides for criminal liability for

commercial bribery. In particular, it states:

“1. Giving an officer performing an administrative function in a commercial
or other entity, an arbitrator, an auditor or a lawyer a sum of money,
securities, other property, or rendering services of a non-pecuniary nature
thereto illegally, for an action/omission in favour of a person who offers a
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bribe, shall induce a penalty to the extent of Between 200- to 400-fold of the
minimum salary, or banned from hol @ certain positions or busingss
activities for up to two years, or correctiortal labour for up to one year.\

it
e /‘ E d/‘f

2. The same act that has been committed by a group o le by
preliminary agreement or by an orgaffxed group, shall recejve @=genalty to
the extent of between 300- to 500%fold of the minirén salary, or
correctional labour for up to two y@, or imprisonmca or up to four

years. \» @

3. lllegally taking money, securities, othegproperty ®y an officer performing
an administrative function in a commercm)r other entity, an arbitrator, an
auditor or a lawyer, for an action/omission @/favour of the person who
offers a bribe, other than his/her customer, shblr receive a penal wb
between 200- to 400-fold the minimum salary, or baﬁneLfr@ Gotlﬁfng
certain positions or business activities for up to three years, or correctional
labour, for up to two years or imprisonment, for up to three years.

4. The act, stipulated in paragraph 3 herewith, committed through a plunder,
shall receive a penalty of between 300- to 500-fold of the minimum salary,
or banned from holding certain positions or business activities, for a
maximum of five years, or imprisonment for a maximum of five years.

5. An officer of a commercial or other entity, as set forth herein above, is a
person who performs prescriptive or other administrative functions in
commercial organizations, irrespective of type of ownership, and non-
commercial organizations that are not qualified as entities of central and
local governments, on a standing or temporary basis, or with a special
authority.

The persons faulted in the offences provided for herewith shall be
discharged of punishment by the court provided they have voluntarily informed
the committed offence to the body entitled to launch a criminal case and the
beneficiaries have had the illegal payment refunded or its value remunerated.”

Confiscation of Proceeds from Corruption
The proceeds obtained from corruption offences is considered as material
evidence (Criminal Procedure Code, Article 115), therefore the provisions of

Article 119 of the Criminal Procedure Code are applied to them. These are
subject to confiscation.
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The issue of a possible confiscation f@ property at the stage of
prosecution is regulated by Criminal Proc;ére Code, Articles 232-238. Jn
particular, Article 232 provides: “Attachment™f a property shall be app®
cover expenses related to the civil lawsu@ossible confiscation of a ‘@ﬁ Fi
and judiciary services”.

Liability of Legal Persons D b

Criminal law rules out liability 0})6 al persons foences, i.e. for
criminal and legal violations. Nor can 1 persor%mnot be subject to a
disciplinary liability. They can be subject onjy~o an administrative liability for
dealing with illegal entrepreneurship, breachi@requirements of tax, duties, and

o)
2

Y

J

v
2,

social security laws. Legal persons are sanctim@ only with administrative (@

penalties such as fines, and revocation of license. x
°|LeC

Armenian Law on Taxes, Article 26, says, for example, that for
involvement in illegal entrepreneurship, an organization shall be sanctioned to a
fine to the extent of 50% of its turnover. In this case, the sanction shall be
applied also to the responsible person who has committed the violation, but who
however shall be subject to reduced administrative penalty. Relations
concerning administrative liability of natural persons are governed by the Code
of Administrative Violations.

Specialised Services

There are no specialized government agencies in Armenia involved in the
fight against corruption. The fight against corruption is carried out by law
enforcement units within their respective competencies (Public Prosecutor’s
Office, National Security Service at the GoA, and the Police Department at the
GoA). There are individual specialized units operating within the above law
enforcement units that are assigned to specific functions to combat corruption,
including developing preventive remedies and organizing procedures to fight
against such crimes. An example of such specialized units is the Unit for
Fighting Economic Crime and Corruption of the Department of the Police.

This unit of the Department for the Fight against Organized Crime is
designed to: i) detect and prevent corruption, abuse of official authority,
ii) prevent or stop any involvement of crime-driven groupings with government
agencies and public officials, iii) recover losses caused to the country, legal and
natural persons due to organized crime, iv) detect and prevent the legalization of
unlawfully obtained monetary assets and material values, v) identify and reveal
the grounds and causes that foster corruption, and vi) develop and implement
measures to remedy these.
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Each of these bodies is operates in accordice with the laws on services
(Armenian Law on Public Prosecutor’s Offig ’Armenian Law on Agencies 1of
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National Security, Armenian Law on Service®at Agencies of National SeSyrsy,
Armenian Law on the Police, Armenian @v on Service at the Polic ile
their functions are governed by criminal and judiciary legislat@a d the
respective regulations that provide legaﬁocial and other guaramte€s to the
employees of these bodies. ‘8

The hiring of employees in these boﬁfgs is governe Qe relevant laws.
The provisions are provided in detail in Se‘dil)n B of! eport. The same laws
and judiciary legislation provide warrants fgr\indepetent operation of these
bodies and independent activities of pu officials. In particular, the

guarantees for the independence of judges are ngined by the Constitution,

Armenian Law on Court Constituency, and the Cri Procedure Code.,"l\f}
guarantees for the independence of the staff of the Public ’roshcu@’(@f 1ce
are stipulated in Armenian Law on Public Prosecutor’s Office, in addition to the
Constitution and Criminal Procedure Code.

There are no conflicts of interest or unduly duplication of authority or
functions (overlaps) in the activities of these bodies. Co-operation between the
above departments is carried out using common principles that are adopted in
relations among law enforcement agencies. In view that these departments are
bodies doing investigations and prosecution, the surveillance of their lawful
activities is the responsibility of the Public Prosecutor’s Office, as provided for
in Constitution, Article 103(2), and the Armenian Law on Public Prosecutor’s
Office, Article 4(2).

No special procedures are established for investigation of the corruption
offences concerning heads/executives of the law enforcement agencies.

For litigation of individual cases, groups of examination and investigation,
whether intra-agency or inter-agency, may be created in these bodies. Further,
according to judiciary laws, litigation officers have the right to involve
appropriate expertise, such as a criminologist, an accountant, an auditor, a
financier, etc., for investigation of matters that require certain professional
knowledge.

Staff members of law enforcement agencies periodically undergo
vocational assessment and training to examine and improve their professional
knowledge and working abilities. These issues are provided for in relevant laws
governing the activities of law enforcers.
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There are also seminars and study courses fﬁofﬁcers of law enforcement @)

organised by the Research Centre of Pultic Prosecutor’s Office a
Academy of Police. A practice of exchar@g professional experience?
area, based on international agreements, is in place. Recently, ther@v been
several special seminars and workshopy™addressing corruptiog-retat€d issues
and the way to combat corruption wide collaboratioéwith certain
international and non-governmental orgar@tions. 0

Investigation and Enforcement \)} Q\Q

agencies designed to further improve special%ia knowledge. These courses are
is

Distribution of Powers and Responsibilities O

Criminal proceedings in Armenia that include plb.iminary examinatiqiqﬁ‘
investigation are governed by the Constitution, international%gr{gm@s@ti ied
by the Government, Criminal Procedure Code and other respective laws.

The judicial precedent is not applicable by Armenian law, and the practice,
therefore, will be in place during investigation of criminal cases, under
applicable law.

There are no specific features in the investigation of criminal proceedings
on corruption-related offences. The procedure for criminal proceedings, as
determined by the Criminal Procedure Code, is mandatory to courts, Public
Prosecutor’s Office, investigators and prosecutors in conducting investigation of
all types of offences, including the corruption-related offences.

Article 27 of the Criminal Procedure Code provides that the prosecution,
investigative officer, and public prosecutor must, within their competencies,
institute proceedings in any case where a crime is detected.

The responsibility for initiating criminal proceedings and its prosecution
within the defined competence rests with the body that institutes the
proceedings, namely the head of the prosecution body, the investigative officer,
or the public prosecutor. The public prosecutor is in charge of oversight of a
lawful and justified initiation of criminal proceedings.

Within ten days after initiating criminal proceedings, the prosecutors shall
take urgent action and operative investigation to disclose the person convicted
of a crime, and to detect and develop any traces of the crime. These people have
the right to require additional documents, further explanations, other materials
and papers, and to conduct on-site observance and launch expertise (Criminal
Procedure Code, Article 180). Within ten days after initiating the proceedings
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(or immediately after disclosure of the person l&?@cted of a crime, a transfer of @)

the case to the investigative officer by the pl%S prosecutor, or invitation of an
investigative officer to the case), the case shall be transferred

investigating officer. Q o

Once the proceedings are instituted /fhe investigative officgr ichorized
to direct, free of undue pressure, the stigation and to appropriate
decision-making authority in order to corﬂt timely investiggiyve and judiciary
action for a multilateral, full and unbiased Thyestigation. I@ re-trial stage, the
investigative officer has authority to n th secutor bodies with
implementation of certain actions or measureO

The public prosecutor shall, within his/her @uthority, carry out criminal

prosecution. The Constitution provides that it is fofythe Public Prosecu)ef?

Office to carry out oversight of lawful prosecution and irﬁestl&at@ d the
defence of accusation in court. The public prosecutor may appeal the court’s
judgment and other final resolutions.

In exercising power, the public prosecutor is independent and complies
only with the law, and will bring a civil action for the purpose of defending the
interests of the State.

The Criminal Procedure Code also provides for judiciary oversight at the
pre-trial stage of a criminal case.

A court resolution serves as a basis to take investigative action such as the
arrest of a defendant as a preventive measure, inspection of an apartment,
limitations to telephone conversations, mail, telegraph and other
communications, and placement in a mental hospital. Resolutions and action of
criminal prosecutors may be appealed through the court.

It is appropriate to mention that the Police Department for the Fight against
Organized Crime is responsible for criminal cases of corruption, and the Public
Prosecutor’s Office is responsible for investigation.

Mandatory Versus Discretionary Prosecution

The investigation of all cases initiated with regard to offences is
mandatory. The investigation is carried out by the Police, National Security and
investigative officers of the Public Prosecutor’s Office. The Criminal Procedure
Code provides for the establishment of investigative jurisdiction that regulates
the issue of who is responsible for the investigation of an offence, as provided
for in the Criminal Code.
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Article 33 of the Criminal Procedure Code Provides that the prosecution in
the criminal procedure is implemented eitl%.e at the public or private levgl.
Private prosecution involves cases where these are initiated based on a vi
complaint, and are subject to abatement if@sent is reached with the d ant
or suspect. The cases of corruption-related offences are conside@a es of
public prosecution. D

Article 35 of the Criminal Procedur@ode clearly detet?',nes the grounds
for abatement of criminal proceedings:™ The authori abate criminal
proceedings is entrusted with the publi\'})prosec ivestigative officer,
prosecution unit. In implementing overs@ of Id»wful prosecution and
investigation, the public prosecutor, however,¥§ authorized to cancel decisions
of the prosecution unit and investigative office(/;)n abatement of criminal
roceedings.
p g ° L e C&
In the event of abatement, a victim cannot continue criminal prosecution
himself, but may appeal decisions of the prosecution unit, investigative officer
and public prosecutor in a judiciary order.

A victim’s or other person’s consent is not required to initiate criminal
prosecution (these are not qualified as cases of private accusation).

Investigative Capacities

There are no specific investigative techniques for detection and
investigation of corruption-related offences, but staff members of law
enforcement agencies receive training for investigation of such offences.

Information containing bank secrecy is provided to the prosecution units in
accordance with the provisions of Article 10 of the Armenian Law on Banks
Secrecy which provides that banks shall submit bank files on the accused to
criminal prosecutors only on a court decision on inspection.

A bank must, within two days upon receipt of the court decision, provide
the court or a court-authorized party with information and documents, as
required by that decision, in a closed and sealed envelope. In the meantime, the
bank shall undertake action to inform its customer of the receipt of such a
decision and provision of bank secrecy information.

The Criminal Procedure Code, Article 172, provides that the persons who
are proposed by the conductor of criminal proceedings to provide or present
information containing a bank secrecy, cannot withhold that requirement,
referring to a provision to official, commercial and other secrecies stipulated by
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law, but nevertheless have the right to receive ’aﬁexplanaﬁon from the court,
public prosecutor, investigative officer, and @secution unit necessitating the
receipt of such information. Such explanatfém will further be reflected &é
minutes of the investigative or judiciary ac@L o

Defence capacities for victims andgitness are applicab wase are
restricted in the cases of corruption relateF offences. These ca used for all
those cases (irrespective of their specific net)lre) when a need/aises.

The Criminal Procedure Code doé@)}lot pr an arrangement or
collaboration with the suspects, but Article f the Sriminal Code stipulates
that mitigating circumstances may include admission by the suspect of

his/her guilt, support in detection of the offen nd the other participants <

thereof, and search for a property obtained throuky the offence. Futgl‘q;)
Article 312(4) provides that a person offering a bribe shaft bi_di@é@e of
criminal responsibility if the bribe has been plundered, or if that person has
voluntarily informed the law enforcers of the bribe given.

Communication from a legal person, in an individual case, can be seen as
evidence only if provided in a document.

Inadmissibility of publication of the data of a preliminary investigation is
provided for in Article 201 of the Criminal Procedure Code. In particular, this
article provides that such data are subject to publication only if permitted by the
person conducting the proceedings.

International Aspects
International Agreements and International Cooperation

The Republic of Armenia has concluded or joined numerous bilateral and
multilateral international agreements, international conventions on mutual legal
assistance, extradition and other related areas. These include the following as
listed below.

CIS Framework

e Convention on legal assistance and legal relations in civil, family and
criminal matters, signed on 22 January 1993, Minsk, Belarus, ratified
by the High Council of the Republic of Armenia on 22 June 1993,
Resolution SS-0871-1.
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Minutes attached to the Convention a?ﬁlabove, signed on 28 March
1997, Moscow, Russia, ratified with%e€rtain reservations, accordinggo

which Armenia has undertaken observe the requireme f
Article 22 of the Convention, amrovided for in paragraph the
Minutes, to the extent that it does not conflict with Arnfenian Law.

Ratified by the National Asse@ly of the Republic ©f Arfhenia on
5 April 2000, Resolution S-080-Z: 6

Convention on extradition of hi)se sentenced %prisonment for
further punishment, signed ony¥\March 98&” Moscow, Russia,
ratified by the National Assembly Qf the%ublic of Armenia on
21 February 2000, Resolution S-056<2).

Agreement on exchange of legal informaﬁmb%l October 1994.

European Convention on protection of human rights and fundamental
freedom, and Minutes 1, 4, 6 and 7 attached thereto, signed on
11 November 1950, the Convention and Minutes 1, 4 and 7 ratified on
April 26 2002 and Minutes 6, on 29 September 2003.

European Convention on mutual assistance for criminal proceedings,
signed on 20 April 1959, Strasbourg, France (with certain reservations
and statements) ratified by the National Assembly of the Republic of
Armenia on 21 November 2001, Resolution S-229-2.

Convention on extradition, signed on 13 December 1957, Paris,
France, ratified by National Assembly of the Republic of Armenia on
21 November 2001, Resolution S-228-2.

European Convention on transfer of criminal proceedings, signed on
15 May 1972, Strasbourg, France, ratification presently underway.

Convention on criminal law on corruption, signed on 27 January 1999,
Strasbourg, France, and Minutes attached thereto, signed on 15 May
2003, ratification presently underway.

Convention on remuneration of victims of forcibly committed crimes,
signed on 24 November 1983, ratification presently underway.

European Convention on money laundering; investigation, seizure and
confiscation of the criminally obtained proceeds, signed on
8 November 1990, Strasbourg, France, ratified by the National
Assembly of the Republic of Armenia on 24 November 2003/;
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e Second Supplementary Minutes to European Convention on Q
extradition, signed on 17 March 197@,Strasbourg, France, ratified py ,>
the National Assembly of the Republic of Armenia on 22 O&Q%r
2003, Resolution S-040-3. ﬁ (\

e  Supplementary Minutes to the ﬁropean Convention on@radition,
signed on 15 October 1975, asbourg, France, ified by the 1)
National Assembly of the Repyblic of Armenia ogé ctober 2003, J

Resolution S-040-3.

e FEuropean Convention on the préaéltion o%ure and inhumane or
dignity undermining treatment or pyniyhment, %igned on 26 November 2
1987, Strasbourg, France, ratified the National Assembly of the @
Republic of Armenia on 7 November 20(&/ esolution S-216-2. <

e Minutes I to European Convention on preventi#n Ef étﬁe‘m\d)
inhumane or dignity undermining treatment or punishment, signed on
4 November 1993, Strasbourg, France, ratified by the National
Assembly of the Republic of Armenia on 15 May 2002, Resolution S-
281-2.

e  Convention on civil law on corruption, signed on 4 November 1999,
Strasbourg, France, soon to be ratified.

United Nations Framework

e  UN Convention on fight against transnational organized crime, signed
on 12 December 2000, Palermo, Italy, ratified by National Assembly
of the Republic of Armenia on 25 March 2003, Resolution S-333-2, in
effect since 29 September 2003.

e  Minutes on the fight against unlawful entry of immigrants by land, sea
and air, as supplement to UN Convention on fight against
transnational organized crime, signed on 12 December 2000, Palermo,
Italy, ratified by the National Assembly of the Republic of Armenia
on 25 March 2003, Resolution S-334-2.

e Minutes on preventing, prohibiting and punishing for the traffic of
men and women and child, as supplement to the UN Convention on
the fight against transnational organized crime, signed on
12 December 2000, Palermo, Italy, ratified by the National Assembly
of the Republic of Armenia on 25 March 2003, Resolution S-335-2.
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Interstate and Intergovernmental Bilateral Treg§

e Treaty on exchange of legal inféhnation between Governm&ﬁf

Armenia and Government omRussian Federation, siggt o
1 June 1994.

e Agreement on legal assistance @civil matters betweeh Armenia and v
Georgia, signed on 4 June 19 Thilisi, Georgi ified by the —
National Assembly of the Rep 1c of Armen 4 March 1997, J
Resolution S-166-1 /]

e Agreement on the exchange of tfose sent éced to imprisonment, 2

signed between Armenia and Geofgia on 4 June 1996, Thbilisi,
Georgia, ratified by the National As ly of the Republic 25(
Armenia on 4 March 1997, Resolution S-16

e Agreement on legal assistance in criminal matters, bel_een Armenia
and Georgia, signed on 4 June 1996, Tbilisi, Georgia.

e Agreement on extradition, between Armenia and Georgia, signed on
3 May 1997.

e Agreement on legal assistance in criminal matters, between Armenia
and Bulgaria, signed on 10 April 1995, Sofia, Bulgaria, ratified by the
National Assembly of the Republic of Armenia on 26 September
1995, Resolution S-009-1.

e Agreement on legal assistance in criminal matters, between Armenia
and Bulgaria, signed on 10 April 1995, Sofia, Bulgaria, ratified by the
National Assembly of the Republic of Armenia on 26 September
1995, Resolution S-015-1.

e Agreement on extradition, between Armenia and Bulgaria, signed on
10 April 1995.

e Treaty on exchange of legal information, between Government of
Armenia and Government of Turkmenistan, signed on 19 March 1996.

e Treaty on exchange of legal information, between Government of
Armenia and Government of Kyrgyz Republic, signed on 21 April
1997.

e Treaty on legal assistance in civil, family and criminal matters,
between the Republic of Armenia and the Republic of Greece, signed
on 21 November 2000, Athens, Greece, ratified by the National
Assembly of the Republic of Armenia on 21 November 2001,
Resolution S-230-2, in effect since 21 July 2002.
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e Treaty on exchange of legal informati H,ﬁbetween the Governments of Q ,>

Armenia and of Kazakhstan, signed, &&'23 May 2001. 1(

{

e Agreement on extradition of thoggssentenced to imprisonmen‘[ﬁq
on 1 March 2001, Kiev, Ukraine, ratified by the National y of
the Republic of Armenia on 9 @ctober 2001, Resolution@@6—2, in
effect since 1 September 2002.

e Agreement on mutual legal assi%@ce in criminal rs, between the
Republic of Armenia and United Arab Emirate@lgned on 20 April
2002, Abu Dhabi, UAE, ratifie&y the Qjonal Assembly of the
Republic of Armenia on 18 March @3, Resolution S-330-2.

e Agreement on extradition, between Armenia and United Arab (

Emirates, signed on 20 April 2002. b, &\)

e Treaty on legal assistance in civil and criminal nglttel.s. @\Agén the
Republic of Armenia and Romania, signed on 25 March 1996,
Yerevan, Armenia, ratified by the National Assembly of the Republic
of Armenia on 8 October 1996, Resolution S-128-1.

e The Police Department at the GoA adopted the General Norms of the
Fight against Corruption in Forces/Services of Police, which is
attached to the Report AG-2002-RAP-10, presented at the General
Interpol Assembly in Yaounde, Cameroon, in 2002.

It is worth mentioning that there is no conflict between international
agreements ratified on behalf of the RoA and domestic legislation, as Article 6
of the Constitution provides that in the event of conflicts, the provisions of
international agreements shall apply.

International Cooperation under the Criminal Procedure of the RoA

The Criminal Procedure Code provides that if there is a need to take
action such as an enquiry, investigation, seizure, inspection, expertise or other
relevant investigative and judicial action abroad, then the court, public
prosecutor, investigative officer, or prosecution unit will assign an appropriate
counterpart abroad for taking such action, provided there exists an international
agreement on legal assistance. The assignment for individual investigative and
judicial action shall be delivered by the Public Prosecutor; the assignment for
legal procedures shall be delivered by the Minister of Justice or his deputies,.
The assignment shall be drawn up in the language of the country where it goes
to, unless otherwise provided in the international agreement.
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Article 475 of the Criminal Procedure Caééprovides that the assignment
for individual investigative and judicial actio'gl all be in writing, signed by the
official who is sending it, sealed with the Codt of Arms, and shall contain

e name of the entity issuing the@signment, Oo
e name and address of the enti@to which it refers,
o title of the case and the nature f the assignment b

e data on the persons to whom the assignmer@s issued, including

nationality, occupation, domid#€, or titl location if these are
legal entities, O

e statement of the circumstances subjegt {o investigation and the list
of required documents, material and othe wldence &\)

e information on factual circumstances, their quli-htl@ gﬁ
necessary, the nature and extent of the loss caused by the offence.

The witness, victim, civil claimant, civil respondent, their representatives,
the expert, if these are foreign nationals, may agree to be invited to Armenia by
the conductor of the criminal proceedings, for investigative or judicial action, as
determined by the procedure on assignment for individual investigative or
judicial action. Although the investigative and judicial action in which the
witness, victim, civil claimant, civil respondent, their representatives, and the
expert can participate are stipulated in the Criminal Procedure Code. However,
they shall not be invited by force or held liable for pecuniary penalty and
criminal responsibility in the event of a waiver or avoidance from bearing
witness, or perjury or false conclusions.

The public prosecutor, investigative officer, or prosecution unit
implements the assignments pursuant to general rules as set forth in the
Criminal Procedure Code. However, in implementing the assignments, the
norms of legal procedure of a foreign country can be applied provided that it is
stipulated in the international agreement signed with that country. A
representative of a respective entity of the foreign country may be present in
implementing the assignment under the international agreement. Where an
assignment cannot be implemented, the competent authorities of the Republic of
Armenia will return the obtained documents to the entity which issued the
assignment, specifying the reasons for non-implementation. The assignment
will be returned if its implementation undermines the independence of the
Republic of Armenia or conflicts with Armenian Law.

All materials of the case, instituted or in investigation with regard to the
offence committed by a foreign national and the transfer from the Republic of
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Armenia, shall be delivered to the Public Pro?étﬁ)r’s Office to determine the
transfer of the case to the relevant entity abroi or further prosecution. ﬁ

The request for transfer of the ca@with regard to a nationa \(

Republic of Armenia, who has committed an offence abroad and ted to
the Republic of Armenia, shall be revie by the Public Progecuter’s Office
for further investigation. In such cases, t vestigation and th al procedure
shall be executed as provided for in the Ctinjinal Procedure - In conducting
legal proceedings in a foreign country by the authorized gp¥jcCial, within and as

determined by competence, both the prod\&d evid and the investigation
will have legal force equal to the rest of evic@e if th® investigation will have
continuation in the Republic of Armenia.

Article 495 of the Criminal Procedure Code probdes that the aSSEW
for criminal proceedings shall contain the: ®

e name of the enquirer entity,

e description of the act upon which an assignment for criminal
prosecution is delivered,

e more precise indications of when and where the act was
committed,

e original version of the law of the enquirer entity, which considers
that act as an offence and the legislative norms that are important
for the proceedings,

e name, nationality and other related data of the suspect, and the

e extent of the damage caused by the offence.

Materials available with the enquirer entity and the papers of evidence
shall be attached to the assignment.

The institution, receiving the enquiry (the recipient entity) from the
enquirer entity that has initiated the proceedings shall continue the investigation
under Armenian Law. Each document relevant to the case shall be sealed with
the Coat of Arms. The recipient entity shall inform the enquirer entity of the
final decision with respect to the proceedings. A copy of the final decision shall
be delivered to the enquirer entity at its request.

When an assignment for criminal proceedings has been issued to the entity
after entry of the verdict or other final resolution of the enquirer entity into
effect, the recipient entity will not institute criminal proceedings and the
instituted case will be abated.
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S
Accusation of one or more offenders bein “é%nvicted of several offences,
subject to judiciary authorities of several cou ées, shall invoke investigationgin
a court of the country where the preliminar%nvestigation ended. In thi@
the investigation shall be executed by the j@cial rules of that country. o

’

The mentioned officials shall im ent the assignme onpective
authorities of foreign countries. In doing"s9, they may follow judicial rules
of the foreign country if such is provided\fo} in internationa]@eements signed
with that country. The Criminal Procedife Code provi no restriction in
mutual assistance in criminal matters, depe%g on tlQ,xpe of offence.

Extradition under the Criminal Procedure (Q

The recipient entity shall, upon request, extra the offender frontf'gs)
territory to hold him liable for criminal responsibility #hd lg eecﬁe e
sentence.

Extradition for holding the offender liable shall be for the acts that are
qualified as punishable in the countries delivering and receiving the enquiry,
and that invoke punishment as imprisonment for a period of not less than one
year.

Extradition for executing the sentence shall be for the acts that are
qualified as punishable in the countries delivering and receiving the enquiry,
and that invoked imprisonment for a period of not less than six months, or a
more serious punishment.

The Republic of Armenia shall execute extradition based on a claim that
should contain the:

e name of the addressee of the enquiry,

e  description of factual circumstances of the act and original version of
the law of the enquirer country, which qualifies that act as an offence,

e name, nationality, domicile or location, and other related data, of the
offender subject to extradition,

¢ indication of the extent of the damage caused by the offence.
Extradition is not allowed if:
e upon receipt of the request, a criminal prosecution cannot be initiated

or a sentence executed according to the law of the enquirer country,
due to statutes of limitation or other reasonable grounds,
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e decisions on a lawful sentence or allbé?gent of the proceedings and
termination of the prosecution have L n made.

Article 481(2) of the Criminal Pr%dure Code allows a W@*of
extradition if:

e the offender requested for ext@ition 1S a national the enquirer
country or he/she has been given a,political asylum,

e the offence for which an extradiU{)ﬁis required k@ een committed in
the country receiving the enquiry,

e the offender requested for extraditi@ prosecuted for political, racial
or religious motivations, (,

<
e the offender requested for extradition is Ilkfsecgted for a Etil{gv
Le

offence committed in the peaceful time,

e the country placing a request for extradition does not ensure
reciprocity in that area.

Article 483 of the Criminal Procedure Code provides that in the event the
enquiry does not cover all necessary data, the recipient entity may require
additional data while defining an up to one-month period for the receipt of such
data. Failure of the enquirer entity to provide additional data within the time
defined shall oblige the recipient entity to discharge the offender subject to
extradition, should the latter be under interdiction.

In receiving a request for extradition, along with the copy of the decision
to arrest, action shall be taken, where appropriate, to arrest the offender subject
to extradition before making decision on extradition. In this case, however, the
offender under arrest shall have the right to stand before court to confirm, alter
or terminate the prevention towards him/her.

The offender who is required to be extradited may be arrested through
solicitation of the enquirer country before receiving such requirement on
extradition. The solicitation for this event shall contain the decision on
arrestment or the sentence in effect, indicating that the request for extradition
shall be provided at a later date. The solicitation for arrestment before the
request for extradition may be delivered via courier, telegraph or facsimile. The
offender under arrest shall, however, be discharged if the request on his/her
extradition has not been received within a month after arrestment. The offender
may be placed in detention without the above solicitation if there are reasonable
grounds to believe that he/she has committed an offence in a foreign country
and is subject to extradition. In this case, however, the offender shall be
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discharged if the request on his/her extradition not been received within the
time as provided for detention under the law,&fthat country. In either case, the
offender under arrest shall have the right to stand before court to confir T
or terminate prevention towards him/her o@s/her detention. o

Before receipt of the request for exty@ition, the respective ut@ty of the
enquirer country shall be immediately ke formed of the arreéx detention.

It should be noted that if the offender™=who is require@ e extradited was
held liable for criminal responsibility Gﬁ)adjudic@ or another offence
committed in that same country, his/her ex¢radition Wmay be postponed until
completion of the prosecution, execution sentence or discharge from
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punishment. But if by postponing the extradition (ythe above case may affect (@

the statute of limitation period for criminal prosefgion or undermin
investigation, the offender may be extradited on a temporarfbali_s. @tl@ case,
the offender shall be extradited but no later than within three months of the
request for extradition. The reasonable prolongation of this period shall be
agreed upon between the parties.

In the event of conflicting requests for extradition, the recipient entity shall
decide of which of these requests should be satisfied first.

Without consent of the recipient entity, the offender extradited shall not be
held liable for criminal responsibility or a sentence for an offence committed
before his/her extradition, and shall not be extradited to a third country. Consent
of the recipient entity is not required if the extradited offender would not leave
the recipient country, or would willingly return to that country, within a month
upon completion of litigation, or within a month upon taking the sentence or a
discharge. This timing does not include the period within which the extradited
offender could not have left the enquirer country unwillingly.

The verified copy of the decision on the arrest of the offender shall be
attached to the request for extradition. The verified copy of the court sentence
shall be attached to the request for extradition for execution of the sentence,
along with the effective date and the particular article of the criminal law
whereby the offender was adjudicated. Data on the offender already partially
adjudicated shall also be included.

The recipient entity shall keep the enquirer entity informed of the date and
venue of extradition. Failure of the enquirer entity to accept the offender subject
to extradition within 15 days after the date has been defined, the offender shall
be discharged from arrest. Where the extradited offender avoids criminal
prosecution or serving the sentence, and returns to the recipient country, a new
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request shall be issued for his/her extraditi&ﬂswithout presentation of the
documents required for extradition.

N S
The transit via Armenia is the respon@ility of the recipient entity@
solicitation of the enquirer entity. The solicitation on the latter shall Q iewed
similar to the request for extradition. Thﬂzcipient entity shall fack¥e#the issue
of transit at its own discretion. 6

The investigative body shall, upon &eguest of the e@Qer entity, launch
criminal prosecution for those Armeniaﬂ\)ﬁttional o are believed to be
suspects in committing offence in the enquigencountr® Where the offence, to
which an action is brought, raises civil and edal claims of the victims of the

/.

Qo

2

offence, remuneration of the loss of such victims @y be reviewed, if solicited, (0

in the litigation of that case. L
° |l ecC

Upon request of the enquirer entity, the recipient entity shall hand over the
items, which:

e were used in committing the offence, including implements of the
offence, objects obtained criminally or received as compensation for
the items obtained criminally,

e may be of evidential importance. Such items shall be handed over also
when extradition of the offender is not possible because of his/her
death, escape or for other reason.

Where the items are needed as evidence for a criminal case, the handing
over of such items to the recipient entity may be postponed until completion of
the litigation. The rights of the third parties over the items handed over shall
remain in effect. After the criminal proceedings are over the items shall be
returned free of charge to where they were delivered from.
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Annex 1 O

COMMENTS BY TRANSPARENCQNTERNATIONAI&RMENIA 1‘)
J 54 35
v
Introduction \»O Q\ O

Upon the request of OECD and OSCEg the Center for Regional (@

Development/Transparency International Armenia TI Armenia) prepar
these comments on the Armenia Status Report d afted.by th @e
Government within the framework of the Istanbul Anti- Corruptlon ion Plan

The following comments reflect the opinion of civil society organizations on
how the legal regulations analyzed in the Status Report are enforced in reality,
as well as the situation in Armenia with regards to corruption. These comments
are based on the results of the CRD/TI Armenia projects implemented since
2001, mainly the National Integrity Systems (NIS) Transparency International
Armenia Study Project, as well as the developments of the recent period (from
January 2004) in the fields related to anti-corruption.

The basis of these comments is that although the laws adopted since 1998,
including those described in the Status Report, are fairly good and in general
meet international standards and create a legal basis for promoting democracy
and a market economy, their implementation is at best inadequate and at worst
has produced results opposite those expected. In the opinion of the CRD/TI
Armenia the major reasons for this are the absence of political will, the lack of
independence and autonomy of government agencies, an imperfect legal
framework and poor law enforcement, the lack of administrative and human
resources, a low level of public participation in policy decision-making, as well
as historical and cultural factors.

National Anti-Corruption Plan (Strategy) Against Corruption
Overview of Corruption Situation in Armenia

The 1999 Transparency International (TI) Corruption Perception Index
(CPI) ranked Armenia 2.1 on a scale from 0 (absolutely corrupted) to 10 (no

corruption whatsoever), Armenia was ranked 76th among 99 countries,
indicative of a high level of corruption. During 2000-2002, there were no three
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independent and identical surveys on corrupti ﬁfssues conducted in Armenia
and thus the country was not included in th:é. In 2003, Armenia was rankgd
82) with a group of very c t

third in the CPI, still sharing the position
countries'. &

Little in-depth research on corruptigfftyelated issues has begn Qe to date
in Armenia. To a certain point this is du limited access to igfemation. The
absence of appropriate legislation, the @( of institutiondvesources in the
public sector, along with the improper affitude of state esentatives make
obtaining of almost any kind of official i\ﬁérmatio 1cult. Even statistical

data is difficult to obtain from most state tutionsy The state officials are
given many opportunities to arbitrarily interpfet existing legislation so as to

ignore requests, provide incomplete answer{/or to hide information

e.g. because of its secrecy).
(e.g y) ol e c X

Several surveys concerning public perception of corruption have been
conducted by various organizations during the last five years. However, public
opinion surveys alone cannot measure the level and consequences of corruption.

A survey, partly related to corruption, was carried out in 2001 by the
Armenian Democratic Forum.? The goal of this survey “was to reveal public
opinion on public service accessibility, quality, as well as obstacles to their
efficient operation.” The survey results pointed to the fact that the interviewed
households believed that there is widespread corruption in Armenia. The
overwhelming majority of respondents (71.9%) believed that corruption is an
inseparable part of their life." Nonetheless, more than 48% of respondents
understood that corruption makes the poor poorer and the wealthy wealthier.”

In 2002, the CRD/TI Armenia, in co-operation with the Civil Society
Development Union and the Development Network, conducted a nationwide

corruption assessment public opinion survey.’ As indicated by the survey
results, 80% of households, 79% of businesses, and 84% of public officials

1. www.transparency.org

2. “The Report of the Sociological Survey on Public Sector Reforms (for
households and enterprises)”, Armenian Democratic Forum, Yerevan, 2001.

Ibid, p. 5.
Ibid, p. 48
Ibid, p. 52.

AN

“Country Corruption Assessment: Public Opinion Survey”’, CRD/TI
Armenia, Yerevan, 2002.
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considered corruption in Armenia as probleatic, very problematic or
extremely problematic.” The majority of r ndents in all three categories
mentioned that the levels of corruption in th® past five years had 1ncrea&$
increased significantly®. It should be no@ that 59.4% of househol
personal experience of some involvement in corrupt transactions. @) than
69% of households, 73.4% of businessef and 78% of public thought
that corruption could be substantially redd€ed or limited in Arm%

Corruption in Armenia is mostly ider&‘%ed as brlber)@ e 2002 CRD/TI
Armenia survey, the majority of the survey ouseh sinesses and public
officials also mentioned abuse of power, uthori*ed intervention in the
activities of other institutions, rent seeking a@ise of public funds as forms of

. 11
corruption. <

b >

The results of numerous public opinion surveys e he@f Geveral
indicators of the high level of administrative corruption. For example, the 2002
CRD/TI Armenia survey demonstrated that 10 out of 11 state institutions and 16
out of 30 services/sectors proposed for assessment were ranked by more than
half of the respondents as corrupt.'” The courts, prosecution, traffic police, tax
and customs services, licensing and certification agencies, inspectorates, energy
sector, etc., were perceived as the most corrupt areas. The 2001 survey of the
Armenian Democratic Forum revealed similar results: households consider as
the most corrupted tax inspection (94.1%), courts (94%) and traffic police
(89.4%), whereas businesses said that the most corrupt services are the police
(85.3%), the Office of the Prosecutor General (84.8%) and the courts (83%)."

One of the classic forms of political corruption is related to the electoral
process. Armenian citizens have been aware of this form of corruption since the
1995 NA elections. Vote buying; bribing the members of -electoral
commissions, observers and proxies; “selling” seats in the NA by party leaders

7. Ibid, pp. 5, 18 and 32.

8. Ibid., pp. 6, 19, 33.

9. Ibid., p. 4.

10. Ibid., pp.15, 28 and 43.

11. Ibid., pp. 7, 22 and 35.

12. Ibid., pp. 9, 23 and 36.

13. “The Report of the Sociological Survey on Public Sector Reforms (for

Households and Enterprises)”, Armenian Democratic Forum, Yerevan, 2001,
pp- 47 and 22, respectively.
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to their cronies or by one candidate to anotlB e typical forms of political O]

corruption associated with the electoral procei

However, political corruption in Ar@lia is not limited to the e@ﬁ.
Other forms of political corruption are defections of parliamentaria@o one
party to another based on financial/yather than ideological="motives;
appointments to political and discretio positions (minis and deputy
ministers, heads of government agencies gr?l their deputies, Zpets and their
deputies, etc.) based on nepotism, cronyiSm or bribery r than on merit.
There are no statistics on how many high level res were prosecuted.
However, several senior politicians were a ed aftd¥y dismissal from office,
which made people believe that the main reaso#ffor this was political repression
by the authorities in place.

The high level of corruption in Armenia could be exp’ainlg k@qu%st
legacies and the current difficulties of transition. While corruption had existed
in the country before Armenia gained independence, the emerging new
economic-political system gave birth to new forms of corruption. A hierarchical
and politicized government system does not provide for the separation and
decentralization of power or participatory decision-making. There are no checks
and balance mechanisms. Impunity of those in power is mainly determined by
the fact that the judiciary heavily depends on the Executive.

Most parliamentarians are affiliated with or represent powerful political
and economic elite groups. Political and economic interests are interwoven. The
conflict around Nagorno-Karabakh gave some privileges to the military, which
are used for arbitrary and uncontrolled allocation of state resources, coercive
political actions, etc. Imperfect legislation, poor law enforcement and the old
mentality of bureaucrats do not ensure transparency and accountability that
would lead to a lower risk of corruption.

Weak political parties, with insufficient funding, do not guarantee a real
political competition. Nor can the private sector, with the privileged elite and
unprotected small and medium business, ensure the promotion of a free and
competitive market. The lack of capacity and integrity within civil society
organizations makes them unable to effectively demand more transparency and
accountability from the authorities.

Most media do not consistently follow up on anti-corruption
developments. Citizens do not trust the State. General mistrust in the State, the
unfavourable economic situation, and unsolved social problems have lead to a
situation where people adopt a “survival” attitude. They tolerate forms of
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corruption that seek short-term economic gziiégﬁather than reflecting on the
damage such behaviour has on the country as

ole
{ ﬁ
In summary, the lack of appropriatmstitutions and values leav§0 e
n

room for corruption. On the other hand, building and dev@ ew
institutions and values create new opp@hunities for corrupt EEra es. This

vicious cycle damages the country’s elopment as it rs ongoing
political, economic and social reforms. Upcntrolled and sy C corruption is
harmful for Armenia. As in many c ntrles it cerbates income

disparities...saps the poorest...provokes h n rlghtggga 1ons, movements of
people within and outside national borders.. @troy tural environments and
the possibilities for good governance.”"

Corruption hampers domestic and foreign mbetment, restricts t@ﬂf)
distorts the size and composition of government expenditffte, Fire@t
underground economy, increases social inequality, etc. Public opinion surveys
demonstrate that the majority of Armenians understand that corruption increases
poverty and crime, thwarts development, and seriously affects the moral values
of the nation."

Statistical Data on Corruption Offences

Responding to the CRD/TI Armenia’s official request regarding the
number of corruption-related criminal cases for the period 2000-2002, the
Ministry of Justice responded that a total of 284 state officials had been
convicted on this matter (154 in 2000, 85 in 2001, and 45 in 2002). One
hundred of the convicted officials (62 in 2000, 27 in 2001 and 11 in 2002) were
sentenced for the forgery; and 92 (45 in 2000, 25 in 2001 and 22 in 2002) - for
abuse of power. 56 (28 in 2000, 19 in 2001 and 9 in 2002) of the accused
officials were convicted for receiving, and 23 (16 in 2000, 6 in 2001 and 1 in
2002) for giving a bribe. Two officials in 2001 were convicted for mediating in
a bribery transaction. Finally, 11 officials (3 in 2000, 6 in 2001 and 2 in 2002)
were sentenced for exceeding their authority.

14. E. Herfkens, “Corruption: Let’s not take it for granted”, Global Forum on
Fighting Corruption and Safeguarding Integrity II, The Hague, 28 May 2001

15. “Country Corruption Assessment: Public Opinion Survey”, CRD/TI
Armenia, Yerevan, 2002, p. 45 and “The Report of the Sociological Survey
on Public Sector Reforms (for households and enterprises)”, Armenian
Democratic Forum, Yerevan, 2001, pp. 52 and 22, respectively.
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These numbers do not include cases which @1 not reach the courts. Nor do O]

they reflect the occupation profile of those Qenced. It should be mentiongd ’)

that State officials are often accused of corr'gption, but never brought to&

No explanation was given on this mattm for example, in the %{ the o

Assistant Commander of border troops of the National Securf rvice,

Colonel Samvel Mkhitaryan suspected ofﬂlrge—scale bribery”.16b Q

Anti-Corruption Strategy Program U 0 J
The Anti-Corruption Strategy Prograi@))as an er of positive aspects, w

for instance the attempt to apply a systemic roach ™ this area, proposals of O
concrete measures for some particular fgﬁs, reference to civil society
participation, etc. It should be mentioned in regafd o public participation that (@
despite the positive experience of the PRSP participgtery drafting, neithext
Armenian Government nor interested international organizaion en@‘e@broad

public discussions of the Anti-Corruption Program in the final stage of its
drafting.

On 16 July 2003, the CRD/TI Armenia sent a letter to the Prime Minister
inquiring about the status of the Strategy and offering its support in organizing
public discussions. No answer has been received. Taking into consideration that
transparency and participation are identified in the Strategy Program as the key
principles in the fight against corruption, such an approach is not acceptable.

The Strategy Program includes the Action (Implementation) Plan. Both the
Strategy and the Action Plan have serious drawbacks. They leave an impression
of being two separate documents that are not always related or consistent to
each other. For example, in the Program there is no reference to the field of
environment, but in the Action Plan several activities related to the field are
indicated (points 4.28-4.30). The same is true for the issue of credits and grants
that are mentioned in point 4.39 of the Action Plan, but are not mentioned in the
Program.

The Strategy Program has a declarative nature and refers to only some
problems and manifestations of corruption. There is no mention of, for example,
military, earthquake zones, vote-buying, violations of urban and environmental
norms, and other problematic issues. The dangerous consequences of corruption
in terms of political, economic and social development of the country are not
addressed in the Strategy Program.

16. Asparez Online, 29 July 2003.
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corruption: increasing public awareness on t vel of harmful consequencesof
corruption, prevention of corruption, and tife prevalence of the rule GX

aimed at the protection of human @ts. Although this is g? 1
0

?4.46
The following are mentioned as the main ®irections in the fight against

complimentary with the three main components of the anti-corr licy
(education, prevention and detection), Action Plan does got ow this
logic. For instance, the Plan does not-ficlude concrete activifies aimed at

exposing and punishing corrupt practices !'ﬂr;)various fields an@ddoes not indicate
measures for their publicity, even thougl such activiti@lre emphasized as
important in the first part of the Program. r the e%@ing and publicizing of
the corrupt practices through internal controgt is probable that the activities
mentioned in Point4.11 concerning the system are assumed to be

considered as such. However, it is not clear why activities are not planned «

for customs and other fields as well. L
* LeC

The need for an independent control and review body for the effective
struggle against corruption is not stressed in the Strategy Program. The section
on political corruption is very weak. Issues related to parties, observers and
voting-lists are highlighted, but there is no mention of using administrative
resources to the advantage of some candidates or parties during elections. It is
not clear why in this section the issues related to local self-government are
mentioned, while a separate section should have been devoted to the problems
of local and regional government system. It must also be noted that the
activities of local self-government are limited in the Action Plan by Points 4.40
and 6.3, which concern community budget monitoring and municipal services.

As to the problems in the economic field, only taxation, customs,
education, health, state finances and property, and privatization are included in
this part of the Program. The measures directed at reducing the shadow
economy do not relate to wide-spread protectionism, privileges given to certain
businesses, conflict of interest, generation of capital and income of state
officials due to abuse of their positions, etc.

Part 5 of the Strategy Program dedicated to the law-enforcement
institutions and the corresponding activities in the Action Plan take into
consideration improvement of technical resources, renumeration and social
welfare, professional staff development, and development of the Codes of
Conduct. However, there is no reference to the control mechanisms of the
activities of the law-enforcement institutions. The same approach is used with
regard to the judiciary. Although the Program notes that “the independent
judiciary is one of the main tools in the fight against corruption”, the Action
Plan lacks the activities aimed at ensuring the real independence of the judicial
system in Armenia.
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The Program does not indicate who mu !soordinate and to they must O]
implement it. Nor is the Anti-Corruption Coﬁssion under the Prime Minister ’)
mentioned or a new coordinating and/or conttol body is envisaged. It wa

on 3 June 2004 that the Anti-Corruption C@lcil was established by pregﬁsn ial o
decree. The Council is headed by the Prime Minister and it consist@te high
ranking state officials. The objectives of tﬁCounCil are: Q
e to coordinate and monitor the jmplementation of Qational Anti- —
Corruption Strategy and its Acti lan; @ J
e  to approve the composition of the m@itorin ouncil; 17
e to discuss the suggestions of the monitor@ council; (@

e to coordinate the activities of different agencl?eg inghe Elpéﬂ@é‘k}n)
of the Anti-Corruption Strategy;

e to take measures to implement other activities which stem from the
implementation of the Strategy and the international obligations of
Armenia;

e to ensure cooperation with regional and international organizations in
the fight against corruption;

e to organize and coordinate the development and implementation of the
anti-corruption programs of the governmental agencies;

e to submit semi-annual reports on its activities to the President of the
Republic.

The Action Plan lists only the responsible implementing institutions/actors,
which are mostly the Government or certain ministries.

The Action Plan consists of more than 90 activities, out of which only five
are foreseen to be regularly implemented (Points 1.2, 2.2, 2.3, 4.11 and 8.4).
The rest of the activities are planned to be completed in 2003-2007. However, it
is not clear if after 2007 a new program or action plan will be developed or not.

One of the most serious weaknesses of the Strategy Program is that the
planned activities mostly include development and adoption of new legislative
and sub-legislative acts, strategy programs and concept papers, and only in
21 points are they of a different nature. Taking into consideration the ineffective
implementation of the existing legislation, it can be assumed that itr is unlikely
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the Program, and increasing public awareness*through mass media coverdgfas
well as ensuring control over the implel@tation of the legislative @ are
mentioned in the Strategy program as necessary preconditions for t1 e law
enforcement.

Finally, participation of other ig?rested institutigpg/actors in the
development of the legislative and sub-legiSlative acts is ted, even though
it is mentioned in the Program that “... thh)partici of the NGOs in the
development stage of the legal acts is essengfal* (p.288). Basically, NGOs are
indicated as responsible implementing institutrehs only in six cases (Points 1.2,

activities.

1.3, 5.4 — 5.7) related to raising public awarene(s/education and monitoriré(

¢ Lect
Concrete mechanisms aimed at ensuring “state-public” relations are very
limited. For example, the Program mentions the importance of the public
complaint mechanisms, but in the Action Plan the complaint process is noted
only in terms of the protection of tax-payers (Point 4.10). It is not clear how the
public relations departments of the ministries will ensure control over public
services being responsible for that activity (Point 6.10). Another example is that
Parliamentary hearings are mentioned in the Strategy Program as the most
effective way of public participation, even though this mechanism can be hardly
considered as such given the absence of relevant practice and experience.

Promotion of Accountability and Transparency
Civil Service

The Law on Civil Service provides that the highest level civil servants are
appointed by political figures such as the President, the Prime Minister,
Ministers, etc. (Article 15 of the Law on Civil Service). In addition, the highest
classification grades, namely the State Counsellor of the Ist and 2nd classes of
the civil service shall be bestowed, degraded, or removed by the President. All
of this results in the highest level civil servants being dependent, and thus
vulnerable, to political influence.

When the political “temperature” reached its highest degree during the
recent Presidential and NA elections, there was significant evidence on the
extent to which ministers and other high officials forced civil servants to use
public resources and abuse power to support pro-government candidates and
parties.
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Soon after the formation of a new goveréhgt, the media reported about
the pressure on employees of state instidtions. In an interview with
Manvel Badalyan, Chairman of the Civil ngice Council, in the Aravo i
dated 17 July 2003, the journalist Marm Yesayan noted that th
rumours that 13 new Heads of Ministries and other institution@o mally

requested help from Mr. Badalyan to ge@id of some undesir: ile ployees.

Mr. Badalyan commented on this by sayilff that “...there were goyequests from
the heads, but there were signals from civ'\lé}ervants who wer@gsked to resign”.
He also said, “...probably some people r the pressure, we

signed becaus
will investigate all cases”. \E Q\

There are many rumours about appointnyefits of close relatives, friends or

business partners of high state officials to civil ser(lpe positions. Media, experts

and public opinion surveys indicate that bribery, [pepotism, clanshi nd)
cronyism still prevail within state institutions. The Chaﬁm*_o@é&vﬂ
Service Council mentioned in an interview, “...we are tired of requests from
relatives, friends, in-laws...”"".

According to post-service employment restrictions, a civil servant shall not
be employed within a period of one year after dismissal from his/her position by
an employer or become an employee of an organization he/she controlled over
the last year of holding his/her civil service position. However, there is no real
control over the implementation of these legal provisions. There are several
restrictions concerning taking gifts by the civil servants (Article 24 of the Law
on Civil Service, the Government Decision N°48, 17 February 1993, and
Article 166.1 of the Code on Administrative Violations). Article 33 refers to
violations of these two requirements as a ground for the civil servant’s removal
from the office. Nevertheless, there is no effective control over the enforcement
of that legislation.

Neither is the control over declarations of assets and income, which is
obligatory for all civil servants (Article 23 of the Law on Civil Service), the
violation of which can result in removal from office, ensured. It should be noted
that the legislation (Law on Declaration of Incomes and Assets of High State
Officials, and other relevant legal acts) obliges only the highest and senior civil
servants and their relatives to declare their assets and income. There are no
similar legal provisions concerning the leading and junior civil servant
positions.

17. M.Yesayan “Independent from the Political Authorities?”, Aravot daily,
17 July 2003.
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approved by the Civil Service Council Decisi ° 13-N in May 2002. although
one of the main duties of the civil servants¥s to abide by the rules of ﬁs
(Article 23 of the Law on Civil Service%o due attention is paid tc@tb cal
issues.

S
Code (or Rules) of Ethics of Civil Servaﬁhﬁa one page document) was

In general, the adoption of the Law Q(:iVﬂ Service can b sidered as a
step forward in promoting more opgn )state institutio yet poor law
enforcement, along with the old mentalit¥ of Armenia Taucrats, cause a
situation in which civil servants working inistri%@gencies, departments,
commissions, etc., are not generally accessibl@ the m&dia or the public.

There are numerous services under the Presid@’s Office, the Government, (

within the Ministries, etc. that have review and contblr functions. Becau

the lack of coordination and the absence of clearly identifie® rel_p_m@)ﬁ—ies of
those services, they often duplicate each other’s activities. Moreover, this
mechanism does not seem to be very effective because it is applied not by
independent agencies, but services under the Executive control.

As to citizens’ complaint mechanisms, citizens are allowed to appeal to the
immediate supervisor of the civil servant. Civil servants are liable for violations
of the civil service and other legislation and can be punished and even sued in
the manner prescribed by the law. Trials against state officials are not common
due to public mistrust of the Judiciary.

Police

Since the adoption of the Constitution in July 1995, the police forces were
reorganized three times. Initially, the police was the responsibility of the
Ministry of Interior. In November 1996, the Presidential Decree N°667,
8 November 1996, merged the Ministry of Interior and the Ministry of National
Security into one ministry. Three years later, the Presidential Decree N°287,
15 June 1999, restored the previous state of affairs. Finally, by the Presidential
decree N° 1218, 17 December 2002, the Ministry of Internal Affairs was
reorganized to include the police, which became a service agency under the
Government.

The Armenian Police Service is a centralized system, with no municipal
police (2002 Law on Police Service). Article 2 of the Law on Police (2001)
defines the objectives of the police. These are: protection of the life, health,
rights, freedoms and lawful interests of individuals against criminal and other
forms of illegal violations; protection of the interests of society and state;
preliminary prevention, prevention and impeding the crime; detection and
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exposure of the crime; maintenance of public o &ﬁand security; and protection
of all forms of property. The Law on Police %és not specifically determine §e
structure of the Police Force. Article 9 of the raw provides that the Gove t
of Armenia shall determine the police strt@re and size of the staff.'® Lgm d
be mentioned that the sources open to public (legal database ‘Official

Bulletin”) do not contain any governmen@ecision on the strugturcerd size of
the police. Presumably, this information iST€onsidered a state se

According to Article 13 of the Law Bn _Police Servi @is the President
who appoints and removes the Head of Po\& upon ?@commendation of the
Prime Minister and his deputies, upon the r endation of the Head of the
Police (including the Commander of Policem, who is also the Deputy of

the Head of Police). Article 5 of the same Law als(gives the President power to

confer the highest ranks in the Police (colonel-gener lieutenant—genera].?’
major-general). Being a centralized and strongly hierarchicd? sylt_eneh olice
are dependent on the President. Moreover, if the previous status of a Ministry,
as a part of the Government, made the police, to some extent, accountable to the
NA, after reorganization into a service agency under the Government it no
longer has such responsibility.

Article 14 of the Law on Police Service states that the appointed Head of
the Police must be either one of the Deputies of the previous Head (including
the Commander of Police Forces) or a senior police officer (the Head or the
Deputy Head of Department or the Head of Division) that served in those
positions for at least three years prior to the appointment. Also, the appointee
must hold at least a rank of Colonel of Police. Similar requirements are in place
for appointing the Deputy Heads of Police.

Article 15 of the Law on Police Service provides that the career
development of police officers, except for the highest officers (Head of Police
and his deputies), should be based on the results of their attestation. The same
Article stipulates that each police officer should pass an attestation every three
years. The removal of the police officer shall be based on the results of the
attestation: Articles 42, 45 and 46 define the grounds for removal of police
officers from the service or office.

18. The Law on Police entered into force on 10 June 2001 and it does not reflect
the implications of the reorganization of police force based on the already
mentioned Presidential Decree N° 218, 17 December 2002. In particular, the
Government determines the structure and size of police upon the
recommendation of the Minister of Interior, and that Ministry was dissolved
by the mentioned Presidential Decree.
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In general, all this can be considered as p §§ve in ensuring a merit-based
approach. However, the widespread public, @pinion is that appointment apd
promotion in the police are mostly based on‘bribing and nepotism, rath ﬂ%\
on merit. Such perception is based not ofly) on rumours, but also on @n 1
experience. For example, during the CRD/TT Armenia survey, on@p ndent
confessed that he paid USD 5 000" f(ﬂa position in the pglicd=(then the
Ministry of Interior). %

The police are mainly perceived by&)e public as a ctive tool for the
President and the ruling political forces to\3sppress %opposition, as well as
promote personal (political and economic) gierests. ¥Opposition leaders and
media state that this was evident during elections. For example, on

22 February 2003, right after the first round of @Presidential elections, the

police started to detain the supporters of Stepan Defp#rchyan, the oppos%
candidate, who passed to the second round of elections. Tfe ain@l@ﬂtions
were hooliganism and/or participation in unsanctioned demonstrations. There
were also reported cases where police officers exercised a practice of selectivity
while handling cases of ballot stuffing, gatherings of unauthorized persons in
the polling stations, and other violations of the Electoral Code during the
presidential elections on 19 February and 5 March 2003.

Conflict of interests, nepotism and cronyism dominate in law enforcement
bodies regardless of the existing conflict of interest and other relevant rules (see
Article 39 of the Law on Police Service).

The police are a closed system, although all the legal provisions
concerning public access to information apply to it. The specific nature of
activities is often used as a valid reason for hiding information or refusing its
provision. Citizens face more difficulties trying to obtain information from the
police (as well as the Prosecution) than from any other state institutions.

In the last five years only 35 police officers have been convicted for
corruption related crimes, as reported by the police in response to the CRD/TI
Armenia’s request to provide such information. In the meantime, the Office of
the Prosecutor General and the Ministry of Justice referred to the Police to
obtain the same statistics regarding the prosecutors, but, the Police officially
responded that it had no such data.

19. “Country Corruption Assessment: Public Opinion Survey”, CRD/TI
Armenia, Yerevan, 2002, p.11.
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There are no specific legislative instrmﬁents for investigating and
prosecuting corruption cases. All instrundents defined in the Crimigal
Procedural Code to investigate and prosectlte other types of crime a 3%0
applied to corruption crimes. A special c@ter in the Criminal Code (&t r
29) defines penalties for the corruption crimes (such as abus OWET;
exceeding authority; involvement in illegffbusiness activities; givin®=4ccepting
and soliciting bribes; and forgery). Nevertfitless, because of th%k of any real
control or check-and-balance mechanismg, dctual impunity w enforcement

officers and “corporate” solidarity, for \ﬂ provisions@re not effectively

enforced. Q\

According to the CRD/TT Armenia puble¢’opinion survey, the police and

the Office of Prosecutor General are considered a(;he most corrupt institutions

by households and businesses. Poor law enforceme as mentioned byt

majority of respondents (households, businessmen and putftic ‘iﬁ@lsgo he
range of unofficial payments made by households to the police (excluding
traffic police) varies from USD 17 to USD 5 000, with an average of USD 200.
Businessmen paid from USD 20 to USD 1 000.*' In the case of traffic police,
the respective numbers were USD 1-1 000, with an average of USD 2 for
households, and from USD 1-9, with an average of USD 1.73, for enterprises.

Media repeatedly covers cases directly or indirectly related to corruption
(mostly bribery) within the police and the prosecution.” Another manifestation
of abuse of power, apart from taking and giving bribes, is using torture and
other violent means against individuals. Although the law forbids beatings,
torture, psychological pressure and other violent methods, these still remain a
routine practice of the Armenian police officers and prosecutors. This was
reflected in the 2002 US State Department Country Annual Report on Human
Rights Practices.”® As noted in the Report, “...impunity of officials who
committed such abuses remained a problem.”**

20. Ibid, pp. 21 and 35.

21. Ibid., pp. 11 and 24.

22. Hetq Online, 17 and 27 December 2003; Azg daily, 2 and 29 November 2003.

23. 2002 Armenia Country Report on Human Rights Practices, pp. 3-4
(www.state.gov).

24, Ibid, p. 4.
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Situation with Conflict of Interests, Disclosur Vflncome and Assets, Receipt
of Gifts and Hospitality and Other Issues forL gh-Level Executives

Monitoring of Assets and Income m &

There are formal provisions requiri e Presidential cand'datQ) submit
to the Central Electoral Commission thefrand their relatives’éclarations of
income and assets for the last year (Articl@7 and 68 of the % oral Code).
The Law on Declaration of Incomes a@Assets 18h State Officials, as
well as a number of government decisions a otherﬁll acts, regulate issues
related to the submission of declarations he President, Prime Minister,
Ministers, and another high political officers, dicgetionary, civil service and
other positions. Declarations of income and assets obespective high offi @
who are subject to those regulations, as well as those of tﬁeirlc_loerﬁ-atives,
shall be submitted to the respective tax authorities on an annual basis. While
officials are also obliged to do this within five years following their removal
from office, they shall disclose their assets only within the following two years.

According to the Law on Declaration of Incomes and Assets of High State
Officials, those officials who do not submit their declarations shall pay a fine
equal to fifty times the official minimum salary (less than USD 2). If they do
not submit the declarations within thirty days after being fined, then the fine
will go up to two hundred times the minimum salary. Hiding the requested
information or providing wrong information is subject to a fine equal to fifty
times the minimum salary. If this happens twice in a year, then the state official
shall pay two hundred times the minimum salary.

The declarations of assets and income for 2001 have been published in
four volumes of the Official Bulletin within the time period fixed by the law.
However, according to unofficial sources, they have neither been sent to the
bookstores nor to the subscribers, although they have been disseminated to
some State institutions. The management of the Official Bulletin sells the
publication for 90 000 ADM (about USD 155), which is not affordable to the
average citizen or NGO representatives. This information was not published
either in newspapers or posted on the Government or other official electronic
home pages.

As reported by the media, only 45 437 out of total of 70 000 state officials
had submitted the declarations. Administrative fines were imposed on those
who did not declare their income and assets. So far, 548 officials have paid
50 000 ADM (about USD 86) each. No information was available on how many
of them are members of the Executive. Opposition media and some experts
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argue that in order to hide actual high incom®®, most state officials simply
register their main income and assets as own &y their relatives. Another isspe
raised is that imposing symbolic fines providgs a simple and convenient ﬁ
avoid declaring true assets and incomes s@e the law does not envisag@ er,
more serious, penalties. O

Conflict of Interest Regulations D b

Article 88 of the Constitution states®that a membe@@he Government
should not be a member of any represen\&\ive bo old any other public
office, or be paid for any other job. Similar ‘@tsiction can be found for State
officials in numerous laws, such as the La n Civil Service, Tax Service,
Customs Service, and Police Service. (/

Conflicts of interest rules for ministers and high officils ir_e edﬁ-@r%lly
ignored. There is a general perception that it is a widespread practice of
members of the Government to have their own businesses or patronage others.
Often they protect and/or promote certain business interests, for example
through preferential treatment to their relatives/friends or business partners in
the case of State contracting or bidding. According to the opposition media and
experts, rent seeking, cronyism and nepotism prevail within the Executive and
there are no control mechanisms to prevent such practices.

Rules Concerning Acceptance of Gifts and Hospitality

The Government Decision N°48, 17 February 1993, stipulates that the gifts
taken by a public official (positions are not specified) are subject to submission
to the respective State institutions if they cost five times more than his/her
monthly salary. If a public official is keeps the gifts, he/she shall pay the
balance between the market price of the gift and his/her fivefold monthly salary.
According to this Decision, the procedure of the gift transfer to the State has to
be the same as the transfer of confiscated, ownerless, and inherited property as
prescribed in the Government Decision N° 585, 18 November 1992. It should
be mentioned though that these regulations are out-dated, as the above-referred
Decision N°585 has been abolished.

Article 166.1 of the Code on Administrative Violations states that if public
officials do not transfer to the State costly gifts presented to them by non-state
institutions, foreign states, international organizations and companies, then the
fine equal to the minimum salary will be imposed on them and the gifts will be
confiscated by the State. In the case of absence of the gifts, public officials have
to pay four times more than the price of the gift.
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From various unofficial sources, it is know “ﬁat no records are kept on the
public officials’ gifts. Some experts claim th éifts are not normally registergd
as individual ones (but rather in the form™of donations to the Minis&r
agency), even though they are actually use@y individual high officials.o

Public Procurement D

Despite the existing regulations therg dre various corru gortunities for
those officials who are involved in publicg)curement. I experts’ opinion,
among them are classic cases of tailoring Wspecifi@ls to favour particular
suppliers; restricting information about cqtxacting Yepportunities; claiming
urgency as an excuse to award to a single cmctor without tender; breaching

the confidentiality of suppliers’ offers; disqualifyi(g,potential suppliers through <

improper pre-qualification procedures; and taking bribgs to decide the winvf:x)
On the other side, the suppliers can collude to fix bid pﬁcesl,_ir@egee e
bidding process through personal contacts or high level patrons and offer bribes.

One of classic examples of avoiding tenders is illustrated in the Aravot
daily”. Gagik Khachatryan, Head of the State Procurement Agency, was asked
by a journalist to explain how senior state officials managed in a short period of
time to acquire luxury cars for official use. The Head of Agency responded that
the cars were acquired as “urgent procurements”, reminding that it is allowed by
the Law on Procurement and does not require long time for organizing tenders.
The question “why senior officials needed the cars so urgently?” has received
no answer yet.

In the above-mentioned interview, it was said that 240 bids had been
conducted in 2003, with participation by about 600 businesses for a total of 15
billion AMD of goods, services and works procured. As compared to 5.5 billion
AMD spent for public procurement in 2001, this is a substantial increase.

Some experts and business representatives mention that more than 70% of
public procurements in Armenia are deliberately made through a less
competitive and less transparent single-source and soliciting price quotations
forms, especially in the fields of defence, education and science, and health.

There is not much evidence of strict control over procurement processes.
The representative of the State Procurement Agency mentioned that so far 4-5
such cases have been reviewed in courts. The limited number of cases can be
explained by the unwillingness of the suppliers to appeal to the courts, as well

25. Aravot, 17 December 2003.
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as by the fact that very few businesses particip f&ﬁl the tenders. As claimed by
some experts, concentration of political and @nomic power in the hands of a
small elite group lets certain businesses bids at the expense ofﬁr
bidders. In such cases, all the formal reqt@ments are mainly followedgb. S
not easy to prove invalidity of the procurement decisions. Being a@ f this,
non-privileged businesses do not even try@ apply for the bids.

Sometimes corrupt officials creatg Yictitious compafies, which then
participate in tenders. The existence of t30 many bidder mbined with the
limited timeframe for the bidding committé& defin winner, could be used
as an excuse for making “wrong” decisions.@other ficiency is the lack of
detailed qualification of bidding criteria. As a=fesult, very often, the winner is

/.

Qo

2

the bidder who offered the lowest price, even thou@ he did not have sufficient (@

ualification.
: e Lect

Experts also argue that the Law on Procurement does not require
disclosure of the price of the bid at the bid opening and thus creates corrupt
opportunities for public officials to “bargain” with the bidders on the
procurement prices. A serious shortcoming of the law is that the tender
announcement includes the estimated value of the future procurement contract
(Article 26), which gives an opportunity to the involved State officials to
arbitrarily set non-market values, which artificially limits the number of
potential bidders.

Finally, there are no special legal provisions on monitoring income and
assets of the State officials involved in the procurement process. The same Law
on Declaration of Incomes and Assets of High State Officials and the Law on
Amendments and Additions to that law apply to senior officials working in the
Ministry of Finance and Economy, but not to those working in the State
Procurement Agency, which is not in the list of institutions in which senior
officials are subject to declare their income and assets. In fact, some senior
officials of the State Procurement Agency are still submitting their declarations
of income and assets, along with their close relatives, simply because their
previous positions in the Agency (which then had a status of the institution
under the Government) were required to do so for five years after leaving the
office.

National Assembly Chamber of Control

Article 8 of the Law on the NA Chamber of Control (CoC) provides that
its Chairman, his/her Deputy and Heads of Departments should be citizens of
Armenia with higher education. They cannot be the NA members, run other
governmental positions or perform other jobs, except jobs of a scientific and
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education nature as well as art and culture. ArtjCR 9 of the same law mentions 0

that the CoC Chairman appoints other CoC oyees. In other words, the
appointment of the CoC Chairman is not baged on merit. Rather, the app¥y
needs to be the one who has the support ome NA majority. As mentio
former high level official of the CoC, a merit-based recruitment of @ 0
is ensured. As a result, only heads ome CoC departmen 2v€ enough
qualifications, while other employees are Tostly under qualifiec‘g

Though Article 9 of the Law on th%‘):oC provides@ its Chairman 1is

appointed by the NA for six-year period, A\&le 11 s@g es that the powers of
the Chairman can be terminated early, by ision Of the NA, without any
specification of reasons. There are no provistOns in the law concerning the
removal of other employees of the CoC.

While the annual report is to be debated in the NA® tlﬁe@ 6—§u'ch
requirement for the semi-annual reference information (Article 16 of the Law).
Article 5 of the same law empowers the CoC to oversee both the revenues and
expenditures of the State budget. These provisions do not explicitly require
annual audit of all public expenditures. What actually happens is that a selective
auditing takes place every year.

Both annual reports and semi-annual reference information should be
published in the Official Bulletin. In fact, the CoC follows the provisions of the
law on annual reporting and submitting of its conclusions on the execution of
the state budget for the previous fiscal year. Semi-annual references though are
not published in the Official Bulletin. The reason is that another legal act,
namely the Law on Legal Acts (Articles 62 and 64) defines what should be
published in the Official Bulletin and semi-annual references of the CoC are not
included in the list of documents. This is clear evidence of how different laws
can contradict one another.

The existence of a number of other State institutions with similar audit
functions undermines the credibility of the CoC. It is counter-effective, in some
experts’ opinion, that, for example, the Control and Review Department of the
Ministry of Finance and Economy or the Control and Review Service under the
Office of the President are duplicating the same responsibilities. This causes a
conflict of agency interests, since the legislation does not provide with any
mechanism on how all the institutions should cooperate with one another.

Absence of law enforcement mechanisms causes another problem. There
will be little use from the findings of the CoC unless they are properly checked
and analyzed in order to take appropriate follow-up actions. The current law on
the CoC incorporates provisions ensuring certain degree of enforceability
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(Article 7). It is required from the heads of t £ntral and local government o

institutions (subject to the CoC audit) to ig it within a one-month peripd
official information to the CoC and the NA if any violations are detected. \

The required information should reveal the measures taken by ds of
the audited institutions to eliminate thg™yecorded violations an Id them
responsible. If such information is not s itted in a timely ion, then the

NA Chairman can send the audit reports tgtéle Office of the ecutor General.
However, the CoC itself is not authoriz&l to initiate syfRi[Ar actions, which
limits the enforceability of its decisions as thNA lea@lp may not always be
interested or willing to take decisive follow@ action¥ on the findings of the
CoC audit.

Insufficient funding (from the State budgetb@lso makes the (O
functioning ineffective. This entails the improper remunerati®n *_th@(ﬁ staff,
which, in turn, negatively affects its level of professionalism. In addition, the
CoC has no capacity and resources to use up-to-date modern practices in
accounting, public finance and public administration.

Access to Information

There is no provision in the Armenian Constitution prohibiting censorship.
And there have been instances of implicit censorship, when obstacles have been
created to prevent the publication of undesirable information in the newspaper
or prevent its access to the public. This has manifested itself either in
threatening the reporter or even using physical violence against him, or suing
him/her in the court, or buying all issues of the newspaper and then destroying
them. The editors of newspapers or heads or editors of TV or radio companies
often advise journalists not to write on a particular issue or a person.

Imperfect legislation regulating access to information in Armenia also
leaves room for government officials to prevent the dissemination of unwanted
information. First, government officials can label the needed information as
official and State secrets, even if this is not the case. The legislation related to
this is not clear and there are no mechanisms to verify whether the refusal to
provide the requested information is in compliance with the law or not. Second,
public officials respond to the applicant in such an incomplete or ambiguous
manner that the latter actually gets no answer at all.

Selective  treatment exercised by public officials, particularly
representatives of public relations departments, while sharing information and
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granting accreditation also discriminates jg'ﬁalists.26 The most notable
incidents are mentioned in the annual report; the Commission for Protectipn
of Freedom of Speech.”” The survey of “the Association of Investigé&
Journalists indicates that such intimidati@)ehaviour is typical of th ice
Service, the Ministry of Defence and the Office of Prosecuto eral.”®
However, the cross-analysis of data revefifgd that the journalistg sp®efalized in
specific topics mentioned as accessibI® those state instit@s that they
regularly worked with. Assertions about %1? closeness of ceffain governmental
structures mostly came from the multi-pro \)egournalists c@rmg various areas.

Direct intervention in the media activitige™uch agi)cking the undesirable
coverage also takes place in Armenia. In th servers’ opinion, it happened,
for example, with one Russian TV station, nan@/ NTV, during the recent

presidential elections in February 2003. The NTV was|slut down for a periﬁ@
that

time after its comments regarding the elections made ¥n f_ng@h
displeased the authorities. Officially, it was stated that this was caused by the
breakdown in the re-transmission link.

A number of incidences of intimidation, harassment and physical abuse of
journalists and editorial offices in Armenia contributed as well to the decline of
the initial positive image of Armenia with a relatively free press. These
incidences are documented in the annual reports of the Yerevan Press Club
Commission for Protection of Freedom of Speech.” Five incidents occurred in
2000, eleven in 2001, and five in 2002.

Media regularly cover corruption issues. However, most articles or
programs appear in the opposition media, especially in such newspapers as
Aravot, Haykakan Zhamanak, Ayb-Fe, Chorrord Ishkhanutyun dailies, Hetq
Online of the Association of the Investigative Journalists. There were two cases
when journalists claimed that they were beaten for investigating corruption
cases. In one case, it was the incident on 29 April 2003with Mher Ghalechyan, a
journalist with Chorrord Ishkhanutyun newspaper”. Media reports on this
incident indicated the Minister of National Security Karlos Petrosyan was
indirectly involved.

26. WWW.ypc.am

27. Ibid.

28. L.Baghdasaryan, “The Media of Armenia and the Environment We Worked
with as Viewed by Journalists” (www. hetqg.am).

29. WWW.ypc.am

30. Aravot, 30 April 2003 and Haykakan Zhamanak, 30 April 2003
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Criminal sanctions to restrict reporting cOrtuption can be used through
labelling journalists’ reports as libel, false, (chediting or offending. Thatis
why many Armenian journalists, supporté&i’ by international organiz@
including the Council of Europe, are cu@ltly campaigning to decrigfihalize
libel by removing that article from the Criminal Code. So far, autl@e have
not used libel laws to openly restrict repgfng of corruption b’}rg ” A more

e

)

common practice is to file civil suits denf@fiding that the infor n be refuted
and published or broadcast in a media Wa. A recent exzv was the suit
brought by the Central Bank against Aravo \ﬁMarch 200

Formally, the Armenian legislation enti every&e the right to seek and
receive information from State authorities. A¥laws enter into force only after

their publication. Citizens can get information@ the approved legal acts

through Official Bulletin and Bulletin of Normative /brs (available for free'
public libraries as well as by subscription and sale), other cﬂficﬂ pEBlfsations,
government and non-government websites and newspapers. Some legal acts
such as the Law on Urban Development, Law on Local Self-Government,
Aarhus Convention, also have provisions related to access to particular
information. Before the recent enforcement of the Law on Freedom of
Information, access to information and documents from the authorities was
regulated by the Law on Citizens’ Suggestions, Applications and Complaints.

It is possible to hide information requested from the state institutions on
the basis of secrecy. For instance, Article 59 of the Law on Legal Acts stipulates
that information containing a State or official secret is not subject to
publication, and this is often used by the representatives of State institutions for
not providing the requested information. The absence of specific regulations
(the Law on Freedom of Information was passed in the NA only at the end of
2003) creates opportunities for State officials to arbitrarily interpret the existing
legislation.

However, not only the legislation matters here, but also the improper
attitude and corrupt behaviour of State representatives. The 2001-2003 “black
lists” of the Center for Freedom of Information of the Association of
Investigative Journalists® include heads of various institutions such as
ministries, government departments, local and regional administrations,
Judiciary, state committees and commissions, political parties and private
companies who infringed the right of access to information.

31. Aravot, 8 March 2003.
32 Hetq Online, 2002 (www.hetq.am).
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Many NGO activists mentioned that there &)me correlation between the
openness of public officials and the political ésitivity of the issue in questiQn.
For instance, during the 2003 Presidential ad NA elections campaigns 2\’%5
not easy to approach State institutions wimny inquiry because the auﬁn i€s
were worried about the possible use of the obtained information as PR”

against them. D

Oftentimes though, NGOs themsglvps are responsi for the poor
communication with State officials. The%o not alway mit inquires and
letters written in a proper way and follow\All the pr res prescribed by the
law. As to what State officials think about thig4ssue, ofe may again refer to the
findings of the Civil Society Development~Union. Representatives of the

/.

Qo

2

departments of public relations of various state @itutions indicated that the (@

limited access to information is determined by the lac clear mechanis
collecting and sharing information, the absence of instituﬁonll_c@a iy, the
deficiency of technical and human resources, etc.”

The authors of the article “Law in Armenia is a Commodity That is Being
Sold™* note that in regions people can obtain bulletins only in Marzpetarans
where one sample of each bulletin is available, whereas local government
bodies have to subscribe or buy bulletins, which is not always affordable.
Bulletin prices vary from 1200 to 10000 AMD (about USD 2-USD 18).
Article 68 of the Law on Legal Acts prescribes local government bodies to
publicize the decisions of the Head of Community and the Community Council
in special official bulletins. It is envisaged by the law as well that official
information of local importance can be posted on the bulletin boards. Both are
not the case in the Armenian communities, partially because of the lack of
finances, but mostly due to the fact that the law is simply ignored, as reported in
the article.

Another paid source of information can be introduced through an example
of the State Register of the Ministry of Justice that provides with the requested
information for the fee of less than USD 2 per inquiry. “IRTEK” legal base
(developed and maintained by a private company) can be installed for
46 400 AMD (about USD 80), with the monthly fee of 17 400AMD (about
USD 30), but it is not considered an official source of information.

33. “Freedom of Information and Transparency in Government in Armenia”,
Civil Society Development Union, Yerevan, 2001.

34, Sh. Doydoyan and H. Mkrtchyan, “Law In Armenia Is A Commodity That Is
Being Sold”, You Have the Right To Be Informed Bulletin N°7, November
2002.
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International Aspects

o
Donor Activities {
o N

In attempts to present various viewpoints on the donors’ role i eform
process directed at promoting good gove ce, a series of interyie ere held
with representatives of state institutfoms, political parti international

outcomes of the reforms. These are as folfdws: the exist of the legislation
drafted in compliance with Western Mdards; ption of simplified
procedures, for example in tax and licensing tems%ision of better access
to information through official and unofficil«publications, governmental and
non-governmental websites, etc. The introduction{in the Civil Service, Police
Service, Tax Service, Customs Service and others, ob}ements of merit-
appointment and promotion, job security, legal and s&ia]l_pr@cgen of
employees, etc., along with the downsizing and restructuring of the Government
is another positive trend in their opinion.

organizations, NGO sector and academig. \ll interviewees/gge some positive
0

Oftentimes, donors simply bring successful methodologies to the country
in attempts to replicate them. One of the interviewed high government official
noted that donors were unsuccessful in assessing the real needs and capacities,
or to adjusting their strategies to the local reality as well as learning from their
negative experience in Armenia. Some experts mention that, oftentimes, foreign
consultants and team leaders whose remuneration forms a substantial part of the
project budgets lack competence in the field and/or are not familiar with the
region specifics. Donors, in their opinion, do not trust local specialists and thus
rarely rely on local “know-how”.

While being interviewed, one of heads of a diplomatic mission stated that
there is no consensus among donors on how to re-direct reform processes, since
the donor community is quite diverse and everyone favours his/her country or
agency priority (interests). He pointed out that donors use a rather dogmatic
“make-up” approach instead of surgical treatment of the “body” infected by
corruption. It has been said that an attempt to start the fight against corruption in
the country failed because there is no actual ownership. Neither the Government
nor Armenian society are willing to take personal responsibility for the anti-
corruption “battle”.

As a representative of one of the key donor organizations located in
Armenia indicates, assistance providers have to report on their successes to their
board of directors in order to ensure the next portion of funding. They are not
interested in criticizing themselves or their counterparts in order to secure a
positive evaluation of the completed projects and good recommendations for
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future ones. Donors do not carry out a rg®lar monitoring and serious @)
assessment of the performance of the staff of docal offices and the projects they ’)
funded. Thus, ironically, assistance providerstdo not meet the profession

ethical standards they introduce and prom@n Armenia. o o

As a result, in spite of the existence 1@3 number of advancgd , mostly QU
drafted with help of foreign experts, the e no law enforce and control —
over their implementation. A secondary lagi§lation is not co e and, in many J
cases where such legislation exists, it eith® contradicts ain laws or does

not comply with them. There are much evi%ce thatqs“c 1ve law enforcement w
agencies and capable policy implementing pmstitution® have a much stronger %]
impact on the reforms than the adoption of“eOod laws. The EBRD research o
revealed that “the orthodox approach to legal refo(r}, where laws are developed

first and implementing institutions strengthened ond, needed t

reconfigured, with greater and earlier attention given to ﬁlpllln@ and

institution building.”* It has been also said “good laws cannot substitute for

. . . 36 - .. . . . . .
weak institutions””” in transition economies, which is true in the Armenian case.

The limited information about donor assistance, instances of
unprofessional or corrupt behaviour of individual representatives of some
international organizations, combined with the lack of transparency in resource
allocation negatively affect the public perception of foreign assistance. There
are many rumours about special funds used by contractors to bribe donors and
counterparts within the government. Likewise, rumours are circulating about
NGOs bribing those who are responsible for selecting grantees in donor
organizations.

Overall, donor assistance and allocation of funds should be seriously
reviewed and reconsidered. This should be done with the active participation of
all interested parties, including civil society organizations, independent experts,
and mass media.

35. D.S. Bernstein, “Process Drives Success: Key Lessons from a Decade of
Legal Reform”, p.7 (www.ebrd.org).

36. K. Pistor, M. Reiser and S. Gelfer, “Law and Finance in Transition”, The
Economies in Transition, Vol.8, No2, 2000.
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Annexén o
O

ANTI-CORRUPTION ACTI(Q PLAN FOR ARM@IA,
AZERBAIJAN, GEORGIA, T USSIAN FEDEB ION,
TAJIKISTAN A UKRAINE1

\»O Q\ "

PREAMBLE? ¢, (@

We, the Heads of Governmental Delegations frdm A‘neqfﬁ. %@m n
Georgia, the Russian Federation, Tajikistan and Ukraine at Annual
meeting of the Anti-Corruption Network for Transition Economies on the 10"
of September, 2003, in Istanbul, Turkey:

BUILDING on the guidance of the Anti-Corruption Network for
Transition Economies expressed at its 4th Annual meeting in Istanbul in March
2002 to develop a special sub-regional Anti-Corruption Action Plan for those
transition economies not yet engaged in targeted sub-regional initiatives;

CONVINCED that corruption is a widespread phenomenon and is
inimical to the practice of democracy, erodes the rule of law, hampers economic
growth, discourages domestic and foreign investment, and damages the trust of
citizens in their governments;

ACKNOWLEDGING that corruption raises serious moral and political
concerns and that fighting corruption requires strong action by governments as
well as the effective involvement of all elements of society including business
and the general public;

1 The Action Plan is open for endorsement by other transition economies not
engaged in targeted sub-regional initiatives; Kazakhstan and the Kyrgyz
Republic joined the Action Plan at a later stage.

2 The Action Plan, together with its implementation plan, is a legally non-
binding document which contains a number of principles towards policy
reform which participating countries politically commit to implement on a
voluntary basis and which can provide a basis for donor assistance.
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RECOGNISING the value of co-operatiog ahd action-oriented knowledge
sharing both among the countries participa é in this Action Plan and with
other countries active within the framework®of the Anti-Corruption NAQ(
and other regional and international anti-c@@lption initiatives; o

RECALLING that national anti-cgfuption measures can b®e€fit from
existing regional and international instrurffents and good practi uch as those
developed by the countries in the regio%:gthe Council of ope (CoE), the
European Union (EU), the Financial Actidh Task Force oney Laundering
(FATF), the Organisation for Economfd)Co-op @jign and Development
(OECD), the Organisation for Security and ¢&g-operaton in Europe (OSCE),
and the United Nations (UN);

WELCOMING the pledge made by donor cdy{ries and internati{nab
organisations to support the countries of the region in Qhei‘_fi@t Ggalnst
corruption through technical cooperation programmes;

ENDORSE this Anti-Corruption Action Plan as a framework for
developing effective and transparent systems for public service, promoting
integrity in business operations and supporting active public involvement in
reform; and commit to take all necessary means to ensure its implementation.

PILLARS OF ACTION

PILLAR 1.
Developing Effective and Transparent Systems for Public Service

Integrity in the Public Service

e Establish open, transparent, efficient and fair employment systems for
public officials that ensure the highest levels of competence and
integrity, foster the impartiality of civil service, safeguard equitable
and adequate compensation and encourage hiring and promotion
practices that avoid patronage, nepotism and favouritism;

e  Adopt public management measures and regulations that affirmatively
promote and uphold the highest levels of professionalism and integrity
through the promotion of codes of conduct and the provision of
corresponding education, training and supervision of officials in order
for them to understand and apply these codes; and

e Establish systems which provide for appropriate oversight of
discretionary decision-making; systems which govern conflicts of
interest and provide for disclosure and/or monitoring of personal

FIGHTING CORRUPTION IN TRANSITION ECONOMIES: ARMENIA - ISBN 92-64-00984-1 © OECD 2005

<

it Eqo.
e — d/(}.

o)
2

Y
J
v
2,
7/



\t E~.
e — q;
° &,
assets and liabilities; and systems whictensure that contacts between @)

government officials and business ; ices users are free from undpe ’)
and improper influence, and thaf“enable officials to repor
misconduct without endangering@ir safety and professional @ . o

Accountability and Transparency D q)
e Safeguard accountability of public service thyag inter alia, J
appropriate auditing procedures-applicable to ic administration
and the public sector, and measyes and ms to provide timely v
public reporting on decision makin@d perfo¥mance; %

e Ensure transparent procedures for publig procurement, privatisation, , &
state projects, state licences, state commiSsjons, national bank 10 <
and other government guaranteed loans, bufiget gllogati
breaks. These procedures should promote fair compe!rn (éand deter
corrupt activity, and establish adequate simplified regulatory
environments by abolishing overlapping, ambiguous or excessive
regulations that burden business;

e Promote systems for access to information that include such issues as
political party finance, and electoral campaign funding and
expenditure.

PILLAR 2.
Strengthening Anti-Bribery Actions and
Promoting Integrity in Business Operations

Effective Prevention, Investigation and Prosecution
Take concrete and meaningful steps to actively combat bribery by:

e Ensuring the existence of legislation with dissuasive sanctions which
effectively and actively combat bribery of public officials, including
anti-money laundering legislation that provides for substantial
criminal penalties for the laundering of the proceeds of corruption;

e Ensuring the existence and enforcement of universally applicable rules
to ensure that bribery offences are thoroughly investigated and
prosecuted by competent authorities. This includes the strengthening
of investigative and prosecutorial capacities by fostering inter-agency
co-operation, by ensuring that investigation and prosecution are free
from improper influence and have effective means for gathering
evidence, by protecting those persons who bring violations to the
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attention of authorities and by condg’(#g thorough examinations of
all revelations of corruption; and

Strengthening bi- and multilateralaco-operation in investigati@

other legal proceedings by providing (i) effective exelange of
information and evidence, (ii) gxtradition where expedi nd (iii)
co-operation in searching for andJdentifying forfeitab&ssets as well
as prompt international seizure etljrepatriation of gg ssets.

Corporate Responsibility and Accountabiliw @

Promoting corporate responsibility@d accountability so that laws,
rules and practices with respect to accopnting requirements, external
audit and internal company controls are félly applied to help prev

and detect bribery of public officials in bu$inessg Tﬁiﬁh@é‘&he
existence and thorough implementation of legisldt requiring
transparent company accounts and providing for effective,
proportionate and dissuasive penalties for omissions and falsifications
for the purpose of bribing a public official, or hiding such bribery in
the books, records, accounts and financial statements of companies;

Ensuring the existence and the effective enforcement of legislation to
eliminate tax deductibility of bribes and to assist tax inspectors to
detect bribe payments; and

Denying public licenses, government procurement contracts or access
to public sector contracts for enterprises that engage in bribery or fail
to comply with open tender procedures.

PILLAR 3.
Supporting Active Public Involvement in Reform

Public Discussion and Participation

Encourage public discussion of the issue of corruption and participation of

citizens in preventing corruption by:

Initiating public awareness campaigns and education campaigns at
different levels about the negative effects of corruption and joint
efforts to prevent it with civil society groups such as NGOs, labour
unions, the media, and other organisations; and the private sector
represented by chambers of commerce, professional associations,
private companies, financial institutions, etc.;

FIGHTING CORRUPTION IN TRANSITION ECONOMIES: ARMENIA - ISBN 92-64-00984-1 © OECD 2005

9
3
v

2,



i\t E
e — q,
5 / I} .
’Gﬁic sector programmes and Q

e Involving NGOs in monitoring ofd
activities, and taking measures to in re that such organisationsvge ,>
t

equipped with the necessary metllods and skills to help p\

corruption; m o

e Broadening co-operation in ant'gorruption work among ‘ernment
structures, NGOs, the private tor, professional bodigs, scientific-

analytical centres and, in particu@ independent ;,? : 3

e Passing legislation and regulations that guarante Os the necessary
rights to ensure their effective partsetpation Qﬂi—corruption work.

O K

¢, 7/
Ensure public access to information, in pz,;m:ular 1nformat1cclnt&r>
corruption matters through the development and implementaﬁonlgLf: e

Access to Information

e Requirements to give the public information that includes statements
on government efforts to ensure lawfulness, honesty, public scrutiny
and corruption prevention in its activities, as well as the results of
concrete cases, materials and other reports concerning corruption

e  Measures which ensure that the general public and the media have
freedom to request and receive relevant information in relation to
prevention and enforcement measures.

e Information systems and data bases concerning corruption, the factors
and circumstances that enable it to occur, and measures provided for
in governmental and other state programmes/plans for the prevention
of corruption, so that such information is available to the public, non-
governmental organisations and other civil society institutions.

IMPLEMENTATION

In order to implement these pillars of action, participating governments of
the region concur with the attached Implementation Plan and will endeavour to
comply with its terms. Participating governments of the region will take
measures to publicise the Action Plan throughout government agencies, NGOs
engaged in the fight against corruption, and the media; and in the framework of
the Advisory Group Meetings, to meet regularly and to assess progress in the
implementation of the measures provided for in the Action Plan.
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IMPLEMENTATIO AN

Introduction { *
® AN

The Action Plan contains legally non-binding principles a %ards
towards policy reform which paﬂicipatinﬁvemments of Armepia,MZerbaijan,

Georgia, the Russian Federation, Tajiki and Ukraine vol ily agree to
implement in order to combat corrupti nd bribery in ~ordinated and
comprehensive manner and thus contribute Y6 development omic growth and

social stability. Although the Action Plan@scribesﬁ@y objectives that are
currently relevant to the fight against corruptjen, in parfieipating governments, it
should remain flexible so that new ideas and rities can be taken into account

as necessary. This section describes the imple ation of the Action Plan. <

Taking into account national conditions, implementaticbawill draw upon exigt
instruments and good practices developed by participating.cmln_tri@ Qgional
institutions and international organisations.

Identifying Country Mechanisms

While the Action Plan recalls the need to fight corruption and lays out
overall policy objectives, it acknowledges that the situation in each country of
the region may be specific. To address these differences, each participating
country will identify priority reform areas which would fall under the three
pillars, and aim to implement necessary measures in a workable timeframe.

Mechanisms

Advisory Group: To facilitate the implementation of the Action Plan, each
participating government will designate a national coordinator who will be their
representative on a Advisory Group. The Advisory Group will also comprise
experts on methodical and technical issues to be discussed during a particular
Steering Group meeting as well as representatives of participating international
organisations and civil society. The Advisory Group will meet on an annual
basis and serve three main purposes: (i) to review progress achieved in
implementing each country’s priorities; (ii) to serve as a forum for the exchange
of experience and for addressing issues that arise in connection with the
implementation of the policy objectives laid out in the Action Plan; and (iii) to
promote a dialogue with representatives of the international community, civil
society and the business sector in order to mobilise donor support.

Funding: Funding for implementing the Action Plan will be solicited from

international organisations, governments and other parties from inside and
outside the region actively supporting the Action Plan.
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Fighting Corruption in Transition Economies

Armenia

What progress have transition economies made in fighting corruption?

This book presents the outcomes of a review of legal and institutional frameworks
for fighting corruption in Armenia, which was carried out in the framework of the
Anti-Corruption Network for Transition Economies based at the OECD. The review
examined national anti-corruption policy and institutions currently in place in
Armenia, national anti-corruption legislation, and preventive measures to ensure
the integrity of civil service and effective financial control.

The review process was based on the OECD practice of mutual analysis

and policy formulation. A self-assessment report was prepared by the government
of Armenia. An international group of peers carried out expert assessment and
elaborated draft recommendations. A review meeting of national governments,
international organisations, civil society and business associations discussed

the report and its expert assessment, and endorsed the recommendations.

This publication contains the recommendations as well as the full text of the
self-assessment report provided by the government of Armenia. It will provide
an important guide for the country in developing its national anti-corruption
actions and will become a useful reference material for other countries reforming
their anti-corruption policy, legislation and institutions.

For more information, please refer to the Web site of the Anti-Corruption Network
for Transition Economies www.anticorruptionnet.org as well as the Web site of
the OECD Anti-Corruption Division www.oecd.org/corruption.

Other editions in this series cover assessments of anti-corruption efforts in
Azerbaijan, Georgia, Kazakhstan, the Kyrgyz Republic, the Russian Federation,
Tajikistan and Ukraine.

The full text of this book is available on line via these links:
http://new.sourceoecd.org/governance/9264009841
http://new.sourceoecd.org/transitioneconomies/9264009841

Those with access to all OECD books on line should use this link:
http://new.sourceoecd.org/9264009841
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