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Investigating high level corruption cases

Mr . Daniel Morar, Chief Prosecutor, National Anti-Corruption Directorate (DNA), Romania
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Issues:
Corruption in public procurement
Bribery of foreign officials
Abuse of functions against public interests
MLA

The Ministry of Justice of Romania has organized
in 2001 a public tender in order to purchase
medical equipment in value of about 20 million
Euro for the hospitals of the National
Administration of the Penitentiaries;

, a well known cardiologist-surgeon in
Bucharest, was appointed president of the tender
commission. He was, at the same time, a senator
in the Romanian Parliament.

In the tendering procedure, famous producers in this
field were eliminated

One Swiss company@ ) and one Austrian
company ( ) were declared as winners.

The medical equipment was received by the hospitals of the
penitentiaries in period 2002 2003 and most of it was
useless (reasons: no medical cases in that field, lack of
specialized personal, existence of older equipments which
needed lower costs of use and so on).

The National Administration of Penitentiaries made an
assessment of all this equipment and concluded that the
value of the non used equipment was
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An International MLA request was addressed to the

for the hearing of the directors of Comp S,
related to the sponsoring contract and for obtaining of accountant
documents from the company as well as fiscal evidence from the
Swiss fiscal authorities.

A similar request was addressed to thé
for the hearing of the director of Comp A and for
obtaining the accountant and the fiscal evidence.
A search was carried out at the premises of both companies by thi
Swiss and, respectively, by the Austrian authorities.

Slide 8

The bribery of foreign officials was not punishable in
Switzerland until 1999, so that, the companies could declare
the bribe in order to reduce their taxes to the state.

The Swiss prosecutor checked at the fiscal authority the
situation of the Comp S

A bookkeeping company presented at the Swiss fiscal
authority two letters on behalf of Comp S trying to negotiate
the taxes of this company for 2001 and 20Q®ithout
knowing that meanwhile the bribery of foreign officials was
criminalized)

In those letters there was a clear description of how the

Comp S bribed foreign officials with decision power in order
to get the contracts in Romania
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Date SumUSD Receiver Project Duties/activities within the project

01.07.01 80,000.00 Dr. X Weltbank I 11111 Obtaining plus points of our equipments in
front of the tendering commission
15.08.01 30,000.00 Mrs.Y Weltbank 111111 Speeding up the activity at Finance Ministry
15.08.01 30,000.00 Dr.TU Weltbank I 11 111 Training with the medics
15.08.01 30,000.00 Dr.OB Weltbank I 11 111 Training with the medics
30.08.01 30,000.00 Dr.BU Weltbank 111111 Tests in different hospitals
10.09.01 30,000.00 Dr.BO Weltbank 111111 Course Austria for training of personal in RO
10.09.01 30,000.00 Dr.PO Weltbank 111111 Course Austria for training of personal in RO
30.09.01 30,000.00 Mreng.TA Weltbank [l il Installation training in different hospitals
30.09.01 30,000.00 Mr.CO Weltbank 111111 Installation training
30.09.01 30,000.00 Mr.eng. TR Weltbank [l il Coordination with the medics of the hospitals
for trainings
Total USD 350,000.0
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Date Paid from | Sum Currency sumina Observations
10.12.01 | CC med 25 000(. 00% 28'409.00| Handed over
25.01.02 | CC med 10'000.00 $ 11'364.00| Handed over to MM
Paid.22. CC med 5'000.00] S 67'045.00] Handed over to MM
08.03.02 | CC med 5'000. a 5'000.00| Received personaly at Meinl
18.04.02 | CC med 20'000.00 $ 22'727.00| Handed over to MM
Printer CC med 1'619.00 $ 1'840.00| Printer viaMrs. CP
03.05.02 | CC med 250'000.00 $ 284'091.00| Invoice from AD LTD (cash order at UBS throughDr. X)
29.05.02 | CC med 250'000.00 $ 284'091.00| Invoice from AD LTD (cash order at UBS throughDr. X)
12.06.02 | CC med 50'000.00 a 50'000.00 | From Dr.X issued account balanced (tel. Jemeta)
04.07.02 | CC med 20'000.00 a 20'000.00 | Stereo sound blastersr.x
24.06.02 | CC med 1'545'433.00 a 1'545'433.00 | Invoice from AD LTD (cash order at UBS throughDr. X)
02.10.02 | CC med 1'500'000.00 a 1'500'000.00 | Invoice from AD LTD (cash order at UBS throughDr. X)
16.09.02 | CC med 50'000.00 a 50'000.00 | Paid to Mrs. DE
16.09.02 | CC med 17'000.00 $ 14'960.00 | Paid toMrs. DE
24.07.01 | CC med 50'000.00 a 50'000.00| Hotel Bristrol through MM cash
08.09.01 | CC med 50'000.00 a 50'000.00| Handed over to MM
28.08.01 | CC med 1'250.00 a 1'250.00| ¥ Travel costs
09.09.01 | CC med 1'350.00 a 1'350.00| ¥ Travel costs
12.12.02 | CC med 40'000.00 a 40'000.00| MM cash in Bucharest on 16 12.2002 tbr. X
12.12.02 | CC med 1'500.00 a 1'500.00| Travel costs flight tickets MM cash on 15.12.02
09.01.03 | Via Beirut 500'000.00 a 500'000.00| Payment toAD LTD
4'729'060.00

Slide 11
Invoice of AD Ltd for 250,000.00
USD on Ftof May 2002

AD LTD.
Tortola 01 May 2002
Project: Tender JusticeRomania 2002
We allow us respectfully to present you our receipt far
Sale support for Tender Justice Romania

Total USD 250.000.00

Payment conditions after receiving the receipt

Bank Details: USB AG
8098 Zirich
Switzerland

Swift: UBSWCHZH80V

Beneficiary: AD LTD

Account No: XZFGSAKKA

Ref. No.: AGSKAJO

AD Ltd

Signature

P.O. Box XYZi British Virgin Island
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Invoice of AD Ltd for 250,000.00
USD on 8" of May 2002
AD LTD.
Tortola 08 May2002
Project: Tender JusticeRomania 2002
We allow us respectfully to present you our receipt far
Sale support for Tender Justice Romania
Total USD 250.000.00
Payment conditions after receiving the receipt
Bank Details: USB AG
8098 Zirich
Switzerland
Swift: UBSWCHZH80V
Beneficiary: AD LTD
Account No: XZFGSAKKA
Ref. No.: AGSKAJO
AD Ltd
Signature
P.O. Box XYZi British Virgin Island
Slide 13
1,545,433.00 EUR
AD LTD.
Tortola 15 iunie 2002
Proiect: Tender Justice Romania2002
We allow us respectfully to present you our receipt far
Sale support for Tender Justice Romania
Total EUR1654506433.00
Payment conditions after receiving the receipt
Bank Details: USB AG
8098 Zirich
Switzerland
Swift: UBSWCHZH80V
Beneficiary: ADLTD
Account No: XZFGSAKKA
Ref. No.: AGDKKLSP S
AD Ltd
Signature
P.O. Box XYZ1 British Virgin Island
Slide 14
Invoice of AD Ltd for
1,500,000.00 EUR
AD LTD.
Tortola 30 September2002
Project: Tender Justice Romania2002
We allow us respectfully to present you our receipt far
Sale support for Tender Justice Romania
Total EUR 18500.000.00
Payment conditions after receiving the invoice
Bank details: USB AG
Zirich, Switzerland
Swift: UBSWCHZH80V
Beneficiary: AD LTD
Account No.: GSHSAIAOAJ
ReferinS £ AGAUAJOQJ
AD Ltd
Signature
P.O. Box FEF Tortola i British Virgin Island
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Invoice of AD Ltd for
445,000.00 USD

AD LTD.
Tortola 08.05.2002 mai 2002

Proiect: Tender Justice Romania 2002
Confirmation

We confirm herewith the receivingof USD4 456 00 0 .
for the above mentioned project

ADLTD
Signature
Dr. X (the name was written clearly)

P.O. Box Tortola i British Virgin Island
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Checks at the Bank in

Switzerland revealed that:
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Judicial Consequences
in Romania

was sent to trial on 22"d of March 2007
for the charges of bribe taking
and abuse of
functions against public interests causing a
damage of to the Justice
Ministry of Romania, National Administration
of Penitentiaries.

o All the properties of Mr. were seized
until the final decision of the court.
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Case 2: The investigation and
trial of MPOGs an

the rules of immunity

the legislation changes occurred
during the investigation and trial

THE INVESTIGATION AND TRIAL

( A
OF MPO6s AND MI NI ST

° The
stipulated in 2007
that the criminal investigation of the ministers can
only be initiated at the request of the President of
Romania, or of one ofthe Par | i achambérd s

the that
the immunity rules applicable to the investigation
of the should be applied in the
cases regarding the as well

the
that the above mentioned decision should benefit
to the defendants that raised the exception

THE INVESTIGATION AND TRIAL
OF MPOs AND MI NI ST

the Government adopted in October 2007 an Emergency
Ordinance modifying the law on regulating the responsibility of the
ministers, that abolished the special commission in charge with
analyzing the notifications received by the President of Romania
The Constitutional Court decided in November 2007 that the
Emergency Ordinance modifying the law on ministers
responsibility is unconstitutional and that the Pr esi d
constitutional right to issue a request of investigation of a minister
should not be restricted by any commission

The Constitutional Court decided in March 2008 that in the case of
the ministers/former ministers that are also members of the
Parliament, the request for investigation should not be issued by
the President, but by the Chamber of Deputies or the Senate,
depending on what chamber the person in case is a member

DNA had to send to the Parliament chambers the whole case files
regarding 2 former ministers and 1 current minister, cases in which
the investigation was already carried out according to the laws in
force at that time
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Issues:

o

(o]

o
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Special investigation techniques

Cooperation with the prosecution of the
persons participating in the bribery
scheme

Immunity rules

Information resulted from
another case

o

Slide 23

A used
fraudulent means in order to obtain
several public procurement contracts

Tapped phone conversations of the
businessman revealed that he was
willing to offer up to 100,000 Euro to a

in order to
win some public tenders

Preliminary investigations
revealed that:

[

called on the phone a
who was the head of the ministry

coordinating the public institutions that
organized the tenders and they established
to meet

asked the to influence public
officials from the institutions under his
subordination so that companies could
win the public procurement contracts.

gave 15.000 Euro, in an envelope

told that he was also willing to give
a car (at the value of 65,000 Euro)
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oo Freliminary investigations
revealed that:
Slide 25 I _ D
. Preliminary investigations
revealed that:
Slide 26

o The prosecutors notified the President of
Romania so that, according to the
Constitution, he would request the criminal
investigation of
Based on the President
prosecutors started the criminal
investigation against , charged him and
sent him to trial for the offence of

was sent to trial for
and for
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Investigation of complicated corruption cases in the Republic of Azerbaijan

Dr. Kamran Aliyev, Director, Anti-corruption Department,Pr osecut or 6 s, Gener al
Republic of Azerbaijan

1. Following the ratification of the Council of Europe Criminal &l Law Conventions on
Corruption and the United Nations Convention against Corruption, Azerbaijan adopted new
anticorruption legislation and also made some crucial amendments to other laws, including
the Criminal Code and Code of Criminal Procedurecdinmendations made by experts from

the Anticorruption Network of the OECD and GRECO were very useful. We have
implemented many of them and we are continuing this process. As a result, | am now able to
say that our anitorruption legislation has becomeanger and more effective.

But it does not mean that we have solved all legislative issues, or that we do not have such
problems in practice, or do not need to improve further the legislation. We are continuing the
process of modernising our actrrupton legislation using the recommendations given by

the abovementioned International Organisations, using the best practices from other
countries and, of course, analysing our own difficulties and the mistakes in our everyday
activity.

On 28 July 2007, thBresident of the Republic of Azerbaijan signed National-Satiruption
Strategy AOn I ncreasing Transpa-dhwhywhtmand Fi g
a special section dedicated to improvements in thecantiiption legislation. And | hope we

will implement all the provisions of the Strategy.

Also after the ratification of the Council of Europe Criminal Law Convention in 2005 we
have established ArGorruption Department at the Prosecutor General of the Republic of
Azerbaijan, which is speciakd in detection and investigation of corruption cases. Since its
establishment and until 1 June 2008 we have successfully investigated and sent to court 127
cases indicting 251 persons, including 12 cases in 2005, 39 cases in 2006, 41 cases in 2007
and 3 cases only for the first 5 months of this year. Now there are 34 cases under
investigation. As you can see, the number of cases investigated by the Anticorruption
Department is growing, which means that our activity is becoming more effective and
productve.

At the same time, | must note that the AGbrruption Department at the Prosecutor General

is not the only department which is authorised to investigate corruption cases. We also have
ot her i nvestigation depart me which mayrinvestiage Pr o s
such cases. The main difference between the-@atruption Department and other
investigative bodies is that as a rule our department investigates more complicated cases.

Among successfully investigated and prosecuted corruptisesdawould like to emphasize

two cases: concerning the former Minister of the Economic Development and the former
Minister of Health Protection. There were 19 defendants in these cases. Heads of departments,
heads of private companies and other high rapkificials are among the convicted people.

Also we have successfully investigated corruption cases about two investigators from the
Prosecutordés Gener al Of fice, custom and tax

2. While analyzing the difficulties and challenges facedingu the investigation and
prosecution of aboveentioned and other corruption cases in the Republic of Azerbaijan, we
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can speak about various issues and problems which ariseery case. But, as we have
limited time, | will try to cover only some of tha which, from my point of view, appear to be
growing in importance.

Such problems can be divided into two categories:
- difficulties and problems which arise from shortcomings in legislation;
- difficulties and problems, which arise from the implementatiblegislation.

It is not enough to fight corruption by only having strong and modern legislation.
Simultaneously we have to implement all provisions of the law in more effective way.

Unfortunately today we can encounter some problems in our actiwigy,of them concerns

the confiscation of illegally obtained property from the third parties. Following the
recommendations of GRECO and the OECD, we have changed this part of the Criminal Code
and it is much easier now to confiscate illegally obtainedestgp

According to our Criminal Code, confiscation is a supplementary punishment, which can be
imposed by a court only if such a punishment is envisaged by the special article of the
Criminal Code. But before the court trial, during the investigationnaestigator is able to

seize illegally obtained property in order to ensure its confiscation. In order to arrest and
confiscate such property an investigator and prosecutor have to prove that the property
belongs to the defendant. If such propertyisnotfmal | y i n the defendant
a Aheadached for the investigator and prosec
have to prove that all contracts and other acts committed in order to formalise the rights to

this property of the@df endant 6s rel atives or ot her ass (
according to our legislation, it is not possible to seize and confiscate such property.

We do not usually have any problems if we have proved that the formal contracts were false
and illeaal in reality. In such situations we are able to seize the property and later to confiscate
it without any hesitation. Moreover, such activities may be an independent subject of
investigation and government officials can be punished, depending on thetehanad
nature of their illegal action.

But sometimes we have situations in which people who obtained the property did not know of
its origin and were not obliged to know about it, they are innocent (good faith) purchasers.
Then the issue of what to do with such properties becomes more cosibver

Of course, from the point of view of fighting corruption, it is very important to confiscate the
properties of both owner s. However, we sho
fundamental right to have property, as guaranteed by the Couwstitaid the Civil Code.

That is why such activity isometimednterpreted by defence lawyers as a violation of the
fundamental principles of law.

We do have some | egal mechani sms to deal Wi
today to describe ewelegal instrument envisaged in our law on these matters. | would just

like to stress that we should analyze our legislation in this field again, learn the best practices
and make some amendments to the criminal code and code of criminal procedure.

The oter issue in our practice is the regulation of relationships between the participants in
criminal proceedings. In other words, this is about what is done, and ham, ibyestigator

and a prosecutor, on whom the burden of proof rests, in collectingealettessary evidence

for a case in compliance with rights of all participantthim criminal proceeding.

From our point of view, we should discuss the following typical situations which depend on
the positions of the participants and which are often mptactice:
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- situations in whichvictims and witnesses are trying to give biased or misleading
information; they are trying to take the investigation in the wrong direction. For instance,
sometimes participants tend to submit intentionally false informabiecause they are
involved in commission of crimes of corruption, or they have other unlawful interests in the
results of the investigation (maybe to obtain some property, to avoid other kinds of
responsibilities, e.g. administrative or civil);

- situationsin which victims and witnesses avoid cooperation with the investigation
bodies from the beginning of the investigation process because of security concerns (personal
or security of their relatives);

- situations in whichvictims, witnesses or other particiga do not believe or do
not trust the investigation or the success of the case, they find the investigation pointless or
usel ess because they donét trust the invest.:

Sometimes participants take a correct position tow#rdsnvestigation process, but they

change their position in the middle or at the end of the investigation process and try to avoid

any contact or cooperation with the investigative bodies becauséailiil demands are met

by the other side, for instancey lthe suspect or defendant. Of course, it is a positive
development that the lawful demands of victims are mstause thiss one of the purposes

of investigation. But we have to bear in mind that suderaand has to be lawful and also the
methods usefl or sati sfying such a de madamagepablie t o |
or individual interests. And such circumstances can be used to mitigate, buianautpthe
responsibility of the defendant. Because in any investigation we have also toecdhsid

public interest, first of all, of course, the function of deterrence.

We do not pretend to cover all situations, because in practice it is difficult to predict all
possible circumstances. Moreover, we can sometimes meet situations where themeyare ma
different reasons for theisconduct of the participants and it is impossible to define which of
them is the main and which is a supplementaiyse.

As we have classified some possible situations, | will now try to describe some general
recommendatio® which, from my point of view, would be useful for investigators and
prosecutors in dealing with the challenges they may encounter in practice.

So, during the investigation, the investigator or prosecutor should:

- collect all necessary information abopérticipants of the process, about their
interests, their roles and opportunities for submitting useful information and evidence;

- try to learn what kind of false information may be given by participants and for
what reason;

- learn the track recordd ¢the important participants, where they worked before,
information about their past, including any personal information which can shed light on the
event which has to be investigated,;

- establish relationships between different participantheninvestjation process,
especially between the alleged defendants and victims, between the alleged defendants and
witnesses and, if necessary, to establish relationships between the victims and witnesses;

- establish psychological contact with the participardsedrn their trust so they
submit all necessary information and evidence prongsttywithout any hesitation;

- convince participants to cooperate with the investigative agency, to trust them and
to give useful, correct and unbiased information;
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- try to settle anyoints of controversipetween different participants and avoid any
unnecessary procedural action which could heighten tension;

- explain to them their rights and dutieprovide them with special manuals
describing their obligations;

- give notice to participants about criminal and other kinds of liability and their
consequences if they try to submit wrong information in order to accuse somebody of
committing offences or to free somebody from liability;

- provide them with instructiongbout measures which should be taken by them for
personal security;

- undertake all necessary measures to ensure security of the participants and, if
necessary, the security of their relatives.

In practice sometimes we have other problem connected with the security of the participants
of the criminal proceeding. According to the Criminal Proceeding Code court trials, including
the trials on corruption cases, have to be open and transparent,méaadls that everybody,
including mass media, are able to attend the court hearings. And usually they do, especially if
there is a court trial on complicated corruption case. Afterwards media publish articles about
the court proceedings.

There is obviouslyan exception to the rule, when court hearings may be not open, but in
practice it is very rare. For example, during prosecution of the case about the former Minister
of Health Protection and other higanking officials of this ministry, journalists at@ing the

court trial published articles in different newspapers every day. Usually they described
evidence, including statements made by important withesses and victims. On the one hand, in
such situations, it was getting difficult for us to invite othénesses and victims to the trial

and convince them to submit correct and objective information, because they could have
serious problems in terms of security. On the other hand, the next withesses and victims were
able to read statements made by the presswitnesses and victims, which sometimes could
prevent them from being impartial. As a prosecutor, | had an opportunity only to try
convincing them not to do it. But, unfortunately, it was not enough to solve the problem.

There are other problems durimgvestigation and prosecution of complicated corruption
cases which have to be dealt with. In our everyday work we are trying to solve them and we
will continue doing it.
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Investigation of complex corruption cases in Bulgarid diversion of property by a public
official

Mrs. Tanya Nedkova, District Prosecutor, Bulgaria

w. Gtady e

Criminal code:

General parfi Art. 26, Art. 93 e x pl anati on of #fAofficial o and n
Special partt Chapter 5, Section 3, Art. 201, 202, 203; Chapter 6, Section 1, Art. 219, Section

2, Art. 282,

Regulations for selling by auctiomanagement of stafgoperty, bookkeeping

During the years since the start of transition in the former socialist economies of Europe and
Central Asia, few issues have risen as rapidly in visibility as corruption. Reforms in the early
1990s were focused on macroeconomic 8tation, price and trade liberalisation,
privatisation, and establishment of the legal foundations of a market economy titmstitu
reforms to ensure accountability, transparency, and public sector effectiveness often took a
back seat. But while corrtipn was barely mentioned in the beginning of the 1990s, by the end
of the decade it had come to be recognised as a central challenge to the progress in many
countries in the region. Corruption has been an important issue in the discussions sground
EU enlargement, has figured prominently in political campaigns, and has been a key concern of
citizens, businesses, and international org#éioisa Leading reformers have in turn paid
greater attention to governance issues generally and corruption gulaairin recent years.

The investigation of crimes, committed by public officials in different spheres of the economy,
when the management of state property is assigned to them, requinebnation between the
investigative bodies and the financial tohauthorities.

Important parts of the initial stage of the investigation include:
- Detailed financial audit of the accounting documents of the enterprise;
Determining the established organisation of the management;
Determining distribution of functits and responsibilities among the officials involved;
Information about contracts and different contracting parties.

The particular example is a criminal case launched against a director of a public enterprise,
which is a sole producer in its area. Theestigation started based on the conclusions of the
financial audit carried out by the governmental financial inspection and covered\yedwo
period. The enterprise was registered as a sole company with limited liability, based on the
state property, ured the Bulgarian Trade Law and later it was transformed into a public limited
company with public partnership.

Here we must point that it is necessary for the investigating authorities to review all changes in
the legal status of the company, because d@f great importance for identifying the persons

responsible for making managerial decisions during different periods, which are the subject of
the investigation. The core business, that is the production process itself, must be known,
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because in accordee with it different deals, which are the subject of the investigation, were
made.

The defendant in the case, who is the manager of the company, received authorities to manage
according to the contract for managing by the Minister of Industry. Accotditiys contragt
obligations of the manager included specific authorities, which outline the scope for evaluation
of activity of the defendant in the context of the criminal law criter@iminal activity or
omission in his capacity of a manager of jpuproperty.

In this case the official was obliged to manage and take care of the property of the company
with the care of a good proprietor, to organise the management of the company by determining
its inner managerial and organisational structure, @mdapprove the entire regulative
framework of the company in accordance with the current legislation, to sell real estate and
possessions only through auction, if the sale is not done between public companies, and to
inform in due time the principél the Ministry of Industry, about that.

The defendant, violatingis obligations according to the contract for management and relevant
regulations and exceeding his rights, concluded contracts with private companies to sell
property of the company, using higimo discretion to determine the price of the sold materials.
Regarding some companies the prices were lower than the market ones or prices at which those
materials were initially bought or accounted in the warehouses of the company.

According to the conércts, concluded by the manager with certain private companies, the
company bought at unjustifiably high prices materials already used by it in the production
process and processed additionally by these private companies. As a result the public company
suffered damages, the total amount of which was almost 14 milliedemaiminated BGN. The

private companies were therefore favoured illegally.

During the period of his management the defendant did not take necessary organisational steps
to manage and contrthe production process and the sale of goods, to ensure proper and legal
bookkeeping of the accounting documentation, to effectively protect and manage the
companyo6s property. Because of the | ack of r
shortage of material reserves in the amount of almost 3 milliordedminated BGN was
detected during the financial audit.

A great part of this shortage was incorrectly accounted at the expense of the financial result of
the company. Thus profits for the corresponding accounting year were decreased and less tax to
the state was paid.

As a result of the inactivity of the ofial and his improper managing, running and preserving
the entrusted property it was possible (again under the provisions of the contracts with a private
company) to take from the territory of the plant certain amount of production scrap, which was
sold inforeign countries. The part of value of this scrap was paid to the company by the private
trade companies &xceptionallylow prices. Immediately after that quantities exceeding these

in the accounting documents for the sale of the company were expygrtied private company

at much higher price. The sales to the private companies were made without an auction.

To buy materials, necessary for the compan)

contract to receive hard currency credit of more thanlliomUSD. Necessary materials were
bought from a foreign company.
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After receiving the supply materials the manager concluded a contract with a private company
to sell scrap but instead of the waste materials he sold those materials that were previously
supplied from the foreign company and paid for with credit money. The price of the sale to the
private company was many times lower and an auction was not carried out.

This brief exposition of the main facts of the case outlines the broad range of aitithe
investigation, which are necessary to prove the criminal activity of the official. As it was stated,
the first point was to establish the defend
official according to the criteria provided for inetlteneral Section of the Criminal Code. In

the course of investigation it is necessary to collect registered accounting documeatses,
consignment notes, and bills of entry.

A great part of the investigating activities were focused on findingresmcting all contracts
and checking relevant documents in the private companies, which were favoured; collecting
bank and customs documents. Many people were interrogated as witnesses.

According to Bulgarian legislation the conclusions of the finareait are not a direct proof

for the amount of damages caused. Because of this during the investigation of such type it is of
great importance to appoint and execute forensic finarc@homic examination, during
which the assigned experts make full esviof the accounting records in the financial
documents. This is how the amount of damages caused is established.

Usually the preparation of the conclusion of experts takes a long time and often it is necessary
to conduct an additional examination oraed expertise. When the case involves documents it
is necessary to verify them by forensic methods for authenticity and authorship.

The greatest difficulty in the investigation of crimes in the economic sphere, in my opinion, is
caused by the need to a&slish applicable legal rules regarding the financial activity, because
after 1990 Bulgaria saw an intensive process of change, abolishment and creation of new
regulations laws, regulations, statutes and instructions.

A serious difficulty for such annwvestigation is the missing documeritsmoney orders,
invoices or registration documents for materials at the warehouses of the company.

The indictment in the described criminal case included charges of four different offences
according to the Criminal @, and each of them was a crime in continuation, i.e. it consisted
of several criminal acts of one and the same kind. The first counnhisappropriation(Article

203 of the Criminal code)that in capacity of an official the defendant misappropriatedawy,
property of the company in the total amount of 7 million -denominated BGN. It is a
particularly serious crime, and the diversion of property was in exceptionally large amount.

It entailed commission of a criminal breach of trust, as a separate according to Article

282 of the Criminal Code, in violation of his duties with the purpose of providing the third
party with an advantage. According to the Bulgarian Criminal Code a penalty from 10 to 20
years of imprisonment is provided, confiscatadrthe entire property or part of the property of
the guilty person and revocation of the right to ocotgayainstate or public positions.

The defendant was also charged with a general property offence, namely that he deliberately
failed to ensure pper management, administration, handling and preservation of the entrusted
property, which caused damages of an exceptionally largeiseategime according to Article

219 of the Criminal Code.
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These criminal acts are in line with the requirement @hioalisation under Article 17
Embezzlement, misappropriation or other diversibproperty by a public officiahnd Article
19- Abuse of function®f theUnited Nations Convention against Corruption

As a conclusion it must be emphasised that counteraction and investigation of corruption cases
require special training, specialisation of the investigative bodiespemtion among law
enforcement authorities, and also support and the intolerancewlhthe society.

Various measures are taken to control corruptioestablishment of clear and legal rules,
transparency of public procedures, improvement of the management in the public sector,
establishment of specialised authorities to control cowapagtc.

Hardly anyone can think that corruption can be opposed only through the means of punitive
repression. Criminal law is only one tool available to the state in this aspect. However, if the
necessary prevention measures are not taken, seekingregpahsibility is doomed to be an
inefficient counteraction measure.

It is of utmost importance to create such a legal environment that to the greatest extent possible
would remove conditions and reasons for the existence of the corruption phenomenon.
Howe ver, as | ong as the Prosecutionbs compet
seeking criminal accountability for corruption crimes, we shall do our best and be persistent in
our efforts.

w vAnti -corruption legislation in Bulgaria

1. Generabprinciples and fundamental rules

According to Article 4, paragraph 1, hef the
Republic of Bulgaria shall be a lagoverned state. It shall be governed by the Constitution and
the laws of the countdy .

Therfore, the legal frame that determines the essential principles and defines the
organisational relationships within the judicial system branch concerning competent authorities
and legal instruments to fight corruption consists of:

- The Constitution as the supreme lawof the state, whichprovisions has a direct
application andlefinesgeneral principles and fundamental rules of the judiciary.

- The Judicial System Act, as an organisational law that regulates in a more precise
manner the structure of the ju@icauthorities, their statute, competence and tasks.

- The Criminal Procedure Code thdeterming the order under which theenal
procedures shall be carried @und prescribes detailed regulation of the tasks, functions,
organisational relationships andlvme of bgal capacityduties and responsibilities of
the competent judicial authorities.

The analysis and interpretation of the provisions of these legal instruments reveals the
completeness of legal instruments concerning the fight against corrupticch exist in the
legislation of the Republic of Bulgaria.
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According to the <classification of Acorrupt
and the doctrine, the ones that have a major role are the following.

PENAL CODE
Prom. SG26/2 Apr 1968, corr. SG. 29/12 Apr 198&stamend. SG. 88/4 Nov 2005

Chapter Five
CRIMES AGAINST THE PROPERTY (Title, amend., SG 10/93)

Section Il
Misappropriation

Art. 201. (Suppl., SG 28/82; amend., SG 10/93; suppl., SG 50/95: Decision No 19
of the Mnstitutional Court SG 97/95)

An official who misappropriates another's money, possessions or other valuables,
delivered to him as such or entrusted to him for keeping or managing, shall be punished for
misappropriation in public office by imprisonmeuoit up to eight years, whereas the court
can rule confiscation of up to half of the property of the culprit and deprive him of rights
according to art. 37, item 6 and 7.

Art. 202.

(1) The punishment for misappropriation in public office shall be imprigonraf
one to ten years:

1. if, in order to facilitate it, another crime has been committed as well, for which
the law does not stipulate a more serious punishment;

2. (Amend., SG 28/82) if it has been committed by two or more persons who have
conspired idvance.

(2) The punishment for misappropriation in public office shall be imprisonment of
three to fifteen years:

1. (Amend., SG 92/02) if it is of a large size,

2. (Amend., SG 92/02) if it represents a dangerous recidivism, or

3. (New, SG 92/02) if thenisappropriated resources are funds belonging to the
European Union or submitted by the European Union to the Bulgarian state.

(3) (Suppl., SG 28/82; Amend., SG 92/02) In the cases of the preceding paragraphs
the court shall deprive the culprit of rightscarding to art. 37, item 6 and 7. The court can
also order confiscation under para. 1 up to half, and under pash& part or of the entire
property of the culprit, and in the cases of para 2, item 2 it shall rule probation for a period
of up to fiveyears.

Art. 203.

(1) (Amend., SG 89/86) The punishment for misappropriation in public office of a
particularly large size, representing a particularly serious case, shall be imprisonment of ten
to thirty years.

(2) (Amend., SG 92/02) The court shall ardenfiscation of the whole or a part of
the property of the culprit and shall deprive him of the rights according to art. 37, para 1
item 6 and 7.

Art. 204.
In minor cases of misappropriation in public office the punishment shall be:
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a) (Amend., S@8/82; SG 10/93; amend., SG 92/02) under art.-20fprisonment
of up to one year or corrective labour, or a fine of one hundred to three hundred levs;
b) under art. 202, para-Imprisonment of up to two years or corrective labour.

Art. 205.

(1) If the misappropriated money, possessions or valuables are deposited or
replaced until the conclusion of the court investigation in the first instance court the
punishment shall be:

1. (Amend., SG 28/82) in the cases under art. 20dprisonment of up to five
years;

2. (Amend., SG 28/82) in the cases under art. 202, pamnfdrisonment of one to
seven years;

3. in the cases under art. 202, parariprisonment of three to ten years;

4. (Amend., SG 28/82; SG 89/86) in the cases under art- 20prisonment b
eight to twenty years;

5. (Amend., SG 28/82; SG 10/93; amend., SG 92/02) in the cases under art. 204,
letter "a"- corrective labour or a fine of one hundred to three hundred levs;

6. in the cases under art. 204, letter “bimprisonment of up to six nmhs or
corrective labour.

(2) (Suppl., SG 28/82) In the cases of item 2, 3 and 4 of the preceding para the court
shall also rule revoking of rights according to art. 37, item 6 and 7, as in the cases of item 3
it can rule confiscation of up to one secaidhe property of the culprit, and in the cases of
item 4 it shall rule confiscation of a part or of the whole property.

Chapter Six
OFFENCES AGAINST THE ECONOMY

Section |
GENERAL PROPERTY OFFENCES

Art. 225b. (New, SG 28/82)

(1) (Amend., SG 10/93; amd., SG 92/02) Who receives property benefit which is not
due for performed work or provided service, unless the act represents a more serious crime,
shall be punished by imprisonment of up to two years and by a fine of one hundred to three
hundred levs.

(2) If the act under the preceding para is committed again or the beafijd in size
the punishment shall be imprisonment of up to three years.

(3) (Amend., SG 10/93; amend., SG 92/02) In minor cases under para 1 the
punishment shall be a fine of oneundred to three hundred levs, imposed through
administrative channels.

(4) The subject of the crime shall be seized in favour of the state.

Art. 225c. (New, SG 92/02)

(1) Who, in fulfilment of a job for a corporate body or sole entrepreneur, requests or
receives a gift or whatever benefit which is not due, or accepts an offer or promise for a gift or
benefit in order to fulfil or not fulfil an act in violation of his obligations in carrying out
trading activity, shall be punished by imprisonment of ufive years or by a fine of up to
twenty thousand levs.

(2) Who, in carrying out trading activity, offers or gives a gift or whatever benefit to a
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person working for a corporate body or sole entrepreneur in order to fulfil or not fulfil an act
in violation of his obligations, shall be punished by imprisonment of up to three years or by a
fine of up to fifteen thousand levs.

(3) The punishments under the preceding paras shall also be imposed when, by a
consent of the person under para 1, the gift or thefibéras been offered, promised or given
to some one else.

(4) (amend., SG 26/04) Who mediates some of the acts under the preceding paras,
unless the act does not constitute a more severe crime, shall be punished by imprisonment of
up to one year or a fingf up to five thousand levs.

(5) The subject of the crime shall be seized in favour of the state, and if it is missing or
expropriated, its equivalence shall be awarded.

Chapter Eight
OFFENCES AGAINST THE ACTIVITY OF
STATE BODIES, PUBLIC ORGANISATIONS AND
PERSONS PERFORMING PUBLIC DUTIES
(Title amend. SG 43/05, in Force from 1st of September 2005)

Section Il
Criminal Breach of Trust

Art. 282.

(1) (Amend., SG 28/82) An official who violates or does not fulfil his official duties,
or exceeds his authorityr rights with the purpose of obtaining for himself or for another
benefit or to cause somebody else damage which can cause major harmful damages, shall be
punished by imprisonment of up to five years, whereas the court can also rule revoking of
rights acording to art. 37, item 6, or corrective labour.

(2) (Amend. and suppl., SG 89/86) If the act has caused substantial consequences or it
has been committed by a person who occupies an important official position the punishment
shall be imprisonment of orte eight years, whereas the court can also rule revoking of rights
according to art. 37, item 6.

(3) (New, SG 89/86) The punishment for particularly grave cases under the preceding
para shall be imprisonment of three to ten years, whereas the courishallle revoking of
right according to art. 37, item 6.

(4) (New, SG 62/97) The punishment under para 3 shall also be imposed to an official
who has committed the offence with the participation of a person according to art. 142, para 2,
item 6 and 8.

(5) (New, SG 21/00) If the act under the preceding paras is related to exercising
control over the production, processing, storing, trade in the country, the import, export,
transit and accountancy of narcotic substances and precursors the punishment shall be
imprisonment of up to ten years under para 1 and three to fifteen years under para 2.

Art. 282a. (New, SG 62/97)

An official who, in the presence of the conditions stipulated by a normative act,
necessary for issuance of special permit for carryingedain activity, refuses or delays its
issuance beyond the law determined terms shall be punished by imprisonment of up to three
years, a fine of up to five hundred levs and revoking of right according to art. 37, para 1, item
7.

Art. 283. (Amend., SG 283, SG 28/82)
An official who uses his official position in order to provide for himself or for
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somebody else unlawful benefit shall be punished by imprisonment of up to three years.

Art. 283a. (New, SG 62/97)

If the offences under art. 282 and 283 @lated to the privatisation, sale, renting or
leasing, as well as the inclusion in trade companies of state, municipal and cooperative
property, as well as property of corporate bodies the punishment shall be:

1. under art282 - imprisonment of three tten years, a fine of three to five thousand
levs and revoking rights according to art.37, para 1, item 6 and 7,

2. under art. 283 imprisonment of one to three years, a fine of one thousand to three
thousand levs and revoking rights according to artp8i@ 1, item 6 and 7.

Section IV
Bribery
PassiveBribery.

Art. 301.

(1) (Amend., SG 51/00; Amend., SG 92/02) An official who requests or accepts a gift
or any other benefit whatsoever, which is not due, in order to perform or not an act on
business obecause he has or has not performed such an activity shall be punished for bribery
by imprisonment of up to six years and a fine ofafivie thousand levs.

(2) (Amend., SG 51/00; Amend., SG 92/02) If the official has committed some of the
acts under para in order to offend or because he has offended his office, if this offence does
not represent a crime, the punishment shall be imprisonment of up to eight years and a fine of
up to ten thousand levs.

(3) (Amend., SG 95/75; SG 51/00; Amend., SG 92/02hdf official has committed
some of the acts under para 1 in order to commit or because he has committed another crime
related to his office, the punishment shall be imprisonment of up to ten years and a fine of up
to fifteen thousand levs.

(4) (Amend., S@9/86) In the cases under the preceding paras the court shall also rule
revoking of right according to art. 37, item 6 and 7

(5) (New, SG 92/02) The punishment under para 1 shall also be imposed on a foreign
official who requests or accepts bribery oreguts an offer or a promise for bribery

Art. 302.

For a bribery made:

1. (Suppl.,, SG 92/02) by a person who occupies a responsible official position,
including a judge, member of the jury, prosecutor or investigator;

2. through extortion througembezzlement;

3. (amend., SG 28/82) repeatedly and

4. in large size, the punishment shall be:

a) (suppl., SG 89/86; amend., SG 51/00; Suppl., SG 92/02) in the cases of art. 301,
para 1 and 2 imprisonment of three to ten years, a fine of up to twentyséod levs and
revoking of rights according to art. 37, item 6 and 7,

b) (amend., SG 89/86; Suppl., SG 92/02) in the cases of art. 301, para 3
imprisonment of three to fifteen years, a fine of up to twenty five thousand levs and
confiscation of up to onseconds of the property of the culprit, whereas the court shall also
rule revoking of rights according to art. 37, item 6 and 7.

Art. 302a.
(New, SG 89/86; Suppl., SG 92/02) For a bribe of particularly large size, representing
a particularly serious casthe punishment shall be imprisonment of ten to thirty years, a fine
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of up to thirty thousand levs, confiscation of the whole or a part of the property of the culprit
and revoking of rights according to art. 37, item 6 and 7.

Art. 303.

(Amend., SG 92/0RAccording to the differences under the preceding Art.s the official
and the foreign official shall also be punished when the gift or the benefit has been offered,
promised or given to another by his consent.

Active Bribery.

Art. 304.

(Amend., SG 92/02(1) Who offers, promises or gives a gift or any other benefit
whatsoever to an official in order to fulfil or not an activity related to his office, or because he
has fulfilled or not such activity, shall be punished by imprisonment of up to six yehes an
fine of up to five thousand levs.

(2) If, in connection with the bribery, the official has violated his official obligations
the punishment shall be imprisonment of up to eight years and a fine of up to seven thousand
levs, where this offence does moinstitute a more severe crime.

(3) The punishment under para 1 shall also be imposed to those who offer, promise or
give a bribe to a foreign official.

Art. 304a.

(New, SG 51/00; Amend., SG 92/02) Who offers, promises or gives a bribe to an
official ocaupying a responsible position, including to a judge, a member of the jury, a
prosecutor or an investigator shall be punished by imprisonment of up to ten years and a fine
of up to fifteen thousand levs.

PassiveBribery by a private person /not an offidial

Art. 304b.

(New, SG 92/02) (1) Who requests or accepts a gift or whatever benefit which is not
due, or accepts an offer or a promise of a gift or benefit, in order to exert influence in taking a
decision by an official or by a foreign official relatéal his office, shall be punished by
imprisonment of updsix years or a fine of up to five thousand levs.

Active Briberyby a private person /not an official/:

(2) Who offers, promises or gives a gift or whatever benefit which is not due to a
person maetaining that he can exert influence according to para 1 shall be punished by
imprisonment of up to three years or a fine of up to three thousand levs.

Art. 305.

(Amend., SG 92/02) (1) The punishments for bribery under the preceding Art.s shall
also beimposed on an arbitrator or an expert, appointed by a court, establishment, enterprise
or organisation, if he commits such acts in connection with his assigned task, as well as on
those who offers, promises or gives such a bribe.

(2) The punishments for ibvery under the preceding Art.s shall also be imposed on a
defender or a client when they commit such acts in order to help settlement in favour of the
opposite party or to the detriment of the client a criminal or civil case, as well as on the one
who offers, promises and gives such a bribe.
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Mediation of bribery:

Art. 305a.

(New, SG 28/82; Amend., SG 92/02) Who mediates the commitment of some of the
acts under the preceding paras, unless the act represents a more severe crime, shall be
punished by impsonment of up to three years and a fine of up to five thousand levs.

Art. 306.

(Amend., SG 92/02) Not punished shall be the one who has offered, promised or given
a bribe if he has been blackmailed by the official, the arbitrator or by the experttat do if
he has informed the authorities immediately and voluntarily.

Provocation of bribery:

Art. 307.

(Amend., SG 51/00) Who intentionally creates circumstances or conditions in order to
provoke offering, giving or receiving of a bribe with a purpo$eloing harm to those who
gives or receives the bribe shall be punished for provoking a bribe by imprisonment of up to
three years.

Art. 307a.

(New, SG 28/82; Amend., SG 92/02) The subject of the crime under this section shall
be seized in favour of éhstate, and if it is missing its equivalence shall be adjudicated.

2. Legal instruments and relevant legislative acts:

By signing the Accession Treaty in 2005, Bulgaria has joined the European Union on 1
January 2007 and has become a Member Staterporating the considerable volume of
legitimate rights and obligations to follow.

An essential obligation that results from the Bulgarian accession to the EU is the
harmonisation of domestic legislation with the EU laws, as well aspeaation betwaethe

local judicial authorities in criminal matters and the relevant organisational structures within
the Union itself. More precisely meeting the specific requirements of the principles and good
practices of mutual legal assistance and strengthenirdgtiedopment further on.

As a result of this process, a number of legislative measures have been undertaken by the
Bulgarian authorities, regarding the sophistication and harmonization of the domestic anti
corruption legislatiorto therequirements othe European Unioraquis communaitaireThese

include:

Law on the Audit Office

Published in the State Gazette as follows:"SG&09-12/18/01 Modifications: SG 451
04/30/02; SG 3171 04/04/03; SG 3871 05/11/04; SG 34- 04/19/05; SG 1057
12/29/05; SG 2471 03/21/06; SG 271 03/31/06; SG 3371 04/21/06; SG 371

05/05/06.

This law regulates the audit of public finances by the Bulgarian National Audit Office, which is
an independent body auditing the State Budget, the budget of the State socalces, the
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budget of the National Health Insurance Fund, the municipal budgets and other budgets,
adopted by the Parliament.

The Audit Office inspects public expenditures covered by the central budget as well as by
extrabudgetary funds, the managemehthe national debt, the incomes from privatisation and
concession and also their-destribution and spending, the financial reports of the local
authorities, the financial activities of the political parties, etc.

Law on the State Financial Inspectia
Published in the State Gazette as follows:"S&31 04/21/06, modified: SG 5 2 07/21/06.

This law regulates the protection of public financial interest exercised by the State Financial
Inspection Agency. The Agency inspects observation of the legslragulating fiscal and
economic activity as well as accounts of Sfatanced bodies; Stat@wvned enterprises;
trading societies with a part of State or municipatityned capital, legal persons whose debts
are guaranteed with State or municipal propepersons who benefit from financial support
from the State or municipal budgetary funds; exdgetary funds or accounts; on the basis of
international treaties or EU programs; persons who benefit from financial support of the State
owned enterprisess far as the spending of the funds is concerned.

Administrative Procedure Code
Published in the State Gazette as follows:"SG071 04/11/2006, in vigor since July 12, 2006.

This code provides the conditions for submission of complaints and other reports to the
administrative or other public authorities concerning corruption, abuse of power,

mismanagement of public property, as well as other illegal orsndgable action (oimaction)

of administrative bodies and officials, which harm legitimate public or private interests or

rights.

Law on the Administration

Published in the State Gazette as follows:"SG307 11/05/98, modified: SG 6917
08/25/2006.

The 1998 Law thoraghly described the structure of the administration, the distribution of
prerogatives among different bodies of the Executive and principles of their functioning. The
recent amendments concerning the reform in the public administration aimed to achieve the
construction of an independent as well as professional administration. The amendments also
aimed at the establishment of a specialised boddynspectorate General within the
Administration of the Council of Ministers, subordinated directly to the PrimaskmnThis

body is entitled to verify reported cases of corruption in bodies within the Executive or
committed by State Officials. The results are than reported to the Prime Minister.

Law on the Civil Service

Published in the State Gazette as follows:"S®71 07/27/99, in force since August 27, 1999,
last modifications: SG 307 04/11/06.
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The law defines the criteria to obtain the status of a State Employee, the procedures of
appointing and dismissing S¢éaEmployees. The law intends this way to interrupt bureaucratic
continuity and the tradition of political appointments.

Law on Access to Public Information

Published in the State Gazette as follows:"SG571 07/07/00, last modifications: SG 591
07/21/06.

The law was adopted in 2000 as a part of a set of regulations aiming at further democratisation
of the State machine and the building of a transparent administration. It is important to note
that, while the access to information concerning puipigtitutions has been granted by the
Constitution (Art. 41, &2) it was in fact heavily restricted until the adoption of this law. The
most important purpose of the Access to Public Information Law is to provide a basis on which
citizens may obtain inforntian in order to participate in the process of evaluating policies.

Regulations on the Structure and Activity of the Ombudsman
(modified: SG 457 05/31/05)

Provides basis for the reports of corruption to be kept on special record.

Law on the Measuresagainst Money Laundering
Prom. SG. 85/24 Jul 1998, amend. SG. 1/2 Jan 2001, amend. SG. 31/4 Apr 2003, amend. SG.
103/23 Dec 2005, amend. SG. 105/29 Dec 2005, amend. SG. 30/11 Apr 2006

Law on the Measures against Financing Terrorism
Prom. SG. 16/18 Feb @8, amend. SG. 31/4 Apr 2003, amend. SG. 19/1 Mar 2005

Law on the Divestment in Favour of the State of the Property Acquired from Criminal
Activity
Prom. SG. 19/1 Mar 2005, amend. SG. 86/28 Oct 2005, amend. SG. 105/29 Dec 2005

Law on Transparency of Property of Persons Occupying High State Positions
Prom. SG. 38/9 May 2000, amend. SG. 28/19 Mar 2002, amend. SG. 74/30 Jul 2002, amend.
SG. 8/28 Jan 2003, amend. SG. 38/11 May 2004, amend. SG. 105/29 Dec 2005, amend. SG.
38/9 May 2006

Law on the Speciallintelligence Devices
Prom. SG. 95/21 Oct 1997, suppl. SG. 70/6 Aug 1999, amend. SG. 49/16 Jun 2000, amend.
SG. 17/21 Feb 2003, amend. SG. 86/28 Oct 2005, amend. SG. 45/2 Jun 2006, amend. SG.
82/10 Oct 2006, amend. SG. 109/20 Dec 2007
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Presentation on the US experience of prosecuting higlvel corruption

Mr . Peter Strasser Prosecutor, USA

Slide 1

v Edwards was known as the "Cajun
Prince," a silver-haired scamp,
unapologetic gambler and womanizer
with as much charm as color. In the 16
years he was Louisiana's governor, he
dodged two dozen (24) criminal
investigations.

% In 1985, Governor Edwards, along with
six relatives and associates, was
indicted on federal fraud and

1 racketeering charges over a scheme
A whereby hospital and nursing home

B o o e contracts controlled by Edwards'

| | friends received preferential treatment.
f mlm _me EOWARDS. . He took none of it seriously; once he
* N KAk : even arrived at the courthouse in a
LER BI

horse-drawn buggy. He was acquitted.

Slide 2
15 Licenses; 43 Applicants
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