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Introduction
Contents and Objectives

The Government’s Anti-corruption Strategy for theags 2011 and 2012 (hereinafter only the
‘Strategy’) is hereby submitted to the Governmeutspant to the Government Resolution
No. 283 of April 19, 2010 adopting the Report orpiementation of the Government Anti-
corruption Strategy for 2008 to 2009. The Resofytio its Article II, requires the Minister
of the Interior to draft and submit to the Govermtpeno later than October 31, 2010
a Government Anti-corruption Strategy for 2011 t612. By its Resolution No. 648
of September 15, 2010, the Government postponedidadline.

This Strategy builds on the Government Anti-conmptStrategy for 2006 to 2011, which
was adopted by the Government Resolution No. 1199ctober 25, 2006, was amended by
the Government Resolution No. 676 of June 18, 2@Md updated by the Government
Resolution No. 329 of March 23, 2009. The Stratetpveloped three key pillars —
Prevention, Transparency, and Repression —to be implemented and enforced
appropriately. Most tasks defined in the Strategyehbeen already implemented and a few
of them were abolished for various reasons. Thega® of implementing the Strategy was
communicated to the Government by ways of the Walig two documents — the 2006
to 2007 Implementation Report, which was adoptedneyGovernment Resolution No. 492
of April 28, 2008 and the 2008 to 2009 ImplemeptatReport, which was adopted by the
Government Resolution No. 283 of April 19, 2010.

Since many measures to support prevention andpaagiscy are universal, the new Strategy
breaks them down in line with which aspect of pubifie they pertain to. In all chapters,
prevention and repression measures are kept indmla

The areas most prone to corruption are public agtnation, law-making, and the judiciary.

Corruption is most often perpetrated in matterategl to public finance and services. The
Strategy therefore includes a separate chaptercatedi solely to the public procurement
process. It proposes an amendment to Act No. 18@/Zibll. on public procurement and

other non-legislative measures to reinforce trargspey and public control of the public

procurement process.

There is a separate chapter on public administratiefining measures to be implemented
both on the central level and on the level of terial self-governing units.

The Strategy pays an increased attention to Podleded measures and promotes a set
of comprehensive non-legislative preventive meastwecomplement repression. The same
is true for the chapter pertaining to courts anfic®$ of Public Prosecution.

The chapter concerning the law-making process &xugrimarily on prevention and
transparency of legislators’ conduct.

The Strategy promotes anti-corruption education taaitiing of public servants, policemen,
judges, and public prosecutors as one of the mmsegul prevention tools. Anti-corruption
agenda in pre-schools and schools was, in line twéhinterim Strategy, included in the
relevant curricula. The Ministry of Education, Ybuand Sports should pay more attention
to the anti-corruption education and review therenir practice in order to propose measures
to improve anti-corruption education.

Some provisions of the Strategy are rather gengirate agencies and institutions responsible
for their implementation have their own efficiemdapowerful mechanisms already in place.
For the above reason, some points do not inclugebackground information and given
measures are formulated as performance indicatboseover, the Ministry of the Interior
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established a Minister of the Interior Anti-corngpt Advisory Board composed
of representatives of NGOs, the Police, and OffmeRublic Prosecution. The intra-agency
communication is provided by the Ministry of thetdnor anti-corruption task force and
cooperation and coordination of activities with @tlGovernment agencies is in the hands
of the Inter-agency anti-corruption task force. fEhis a Public procurement task force under
the umbrella of the Ministry for Local Developmenfgencies responsible for the
implementation of individual tasks are ready to pmrate with relevant experts and NGOs.
Some measures can benefit from reinforced inteynakicooperation, too.

Some objectives embedded in the Coalition Agreenaendt the Czech Government Policy

Statement, this Strategy is partially derived frdmaye been already implemented. Some
others are planned for the second half of the Goment's term of office and will be a part

of the new Strategy for 2012 to 2014. Many taskshis current Strategy require analyses
of problems and challenges to be submitted to the@ment in the years 2011 to 2012. The
Strategy will be subsequently evaluated and usedetermine the new Strategy for 2012
to 2014 which may, next to new tasks, include abjes which have not been implemented
yet. Necessary measures revealed by the abovesasalyill be implemented under the

umbrella of the new Strategy to 2014.

What is Corruption

There is no universal definition of corruption (labrrumpere — spoil, destroy, corrupt, bribe).
Corruption is a promise, offer, or payment of abériwith the intention to influence
recipient’s conduct or decision. Corruption is asaolicitation of bribe or its acceptance.
There are more forms of bribes other than cashavetary. Providing of information, gifts
(ewellery) and other favours, services (constarctiwork, expensive holidays, sex),
or facilitation of advantages for friends and famihepotism) can also constitute a bribe.
A bribe may also be in the form of an agreemeneroffy conspicuously favourable terms
to arelative of the public servant (nepotism) wehodecision the bribe-giver wishes
to influence. Clientelism is yet another demongiratof corruption (a form of favourism
shown to close friends and acquaintances).

Corruption is closely related to conflicts of irgst, which can be one of the first indicators
of corruption. A conflict of interest exists wherpablic official has competing professional
obligations or personal or financial interests thatld influence the objective exercise of his
duties. Such conduct threatens public confidend¢esiimpartiality.

The public often perceives lobbying as an expressfaorruption, too. Legal lobbing is used

to promote interests of a certain interest groughendecision-making process. In the Czech
Republic, however, the line between the two temdbet very narrow. Lobbing can develop

into corruption, especially in cases of non-tramsgptlobbing practice.

In most cases, corruption is a transaction betweanparties. One party solicits a bribe
in return for an unjustified advantage in favourtbé party offering the bribe. Corruption
is the type of crime in which all the involved pet@te crime and benefit from such crime.
It is very difficult to infiltrate the scheme unkesne of the perpetrators decided to report the
crime because it is no longer bearing the desergedlts. In fact, this type of crime has
no direct victims. On the other hand, there areymadirect victims — all of us, citizens and
taxpayers, who have to pay higher taxes, and,turrrereceive low quality public services.
Corruption poses an enormous threat to the endiceety and as such it demands increased
effort. There are no measures or tools to miragijovemove corruption from our lives.
To solve the problem, we will have to gradually itimorruption opportunities and promote



zero public tolerance of bribery and corrupt conidirc combination with repression tools,
our efforts should soon bear fruit. But, in a largense, corruption is an ethical and moral
failure of each individual involved.

Corruption has a negative impact on the public idemice in the rule of law. It helps create
unofficial non-democratic power structures. Cormptresults in non-transparent allocation
of public money, it distorts competition, and a@a$ra costs to business thus decelerating the
economic growth. It makes the gap between theaichthe poor even deeper and suppresses
equal opportunities. Corruption is a popular toblooganized crime groups. It may pose
a significant threat to democratic public institums, the market economy, and both internal
and external security.

Prosecution of Corruption in the Czech Criminal Law

The Criminal Code (Act No. 40/2009 Sbh.) definesrgption as bribe-taking (Article 331),
bribe-giving (Article 332), and indirect bribery ficle 333). At the same time, it defines
(inits Article 334) selected key terms, such as ‘thribe’. Since the public sector is most
prone to corruption, the Criminal Code stipulatetested offences perpetrated by public
officials, namely abuse of power of a public offici(Article 329) and public official’s
negligent failure to perform (Article 330). Everotlgh the Criminal Code focuses primarily
on the public sector and impartial and objectivbliguprocurement, it includes provisions
on corruption in the private business and private-Aspects.

Crimes involving corruption under certain circunmstes include: breach of trust (Article 220
and Article 221), conniving in a bankruptcy procexl(Article 226), insider trading (Article
255), facilitation of privileged treatment in theilgic procurement process, public tender,
or public auction (Article 256), conniving in theilgic procurement process (Article 257),
conniving in the public auction (Article 258).

The Czech Constitution is the key document defirtimg conflict of interest. It prohibits
concurrence of certain public offices. Provisioristte Constitution are further developed
in the Conflict of Interest Law (Act No. 159/200®IC), provisions of which prevent conflict
of interest of public officials. To a certain extethis Act proscribes business activities
of public officials as well as accumulation of pigbbffices. There are other, and equally
important, limitations deriving from bylaws (prejad) and other laws (e.g. Article 83 of the
Act on Municipalities or Articles 74 and 76 of tReiblic Procurement Act).

Corruption in the Czech Republic
Statistics

Crime statistics (crimes detected and crimes sdlaezl kept in the central Police information
system (Central Database of Crime Statistics), qmdaining to persons accused and
convicted were provided by the Ministry of Justice.

Corruption statistics developed by the Police @if800)

The period of January 1 to September 30, 2010 shovaspositive trend in the detection
of corruption. When compared to the same perio@@99, the Police detected 31 corruption
cases more (27 of these cases concerned bribegpivie. 34,4 per cent increase in the
detection rate (see Table 2).



The low number of documented crimes of bribery siO00 shows that corruption has
remained highly latent and its detection complidate

In 2004, the incidence of bribery was at its peHEke Police detected 287 crimes of bribery
and solved 281 of them (the statistics includedstdking, bribe-giving, and indirect bribery).

The lowest incidence of bribery was recorded in72@Men the Police detected 103 crimes
of bribery. In 2009, it was 121 crimes marking thecond lowest figure since 2000
(see Table 1).

Article 158 / Article 159 / Article 160 / Article 161/ Article 162
Articl e 329 Article 330 Article 331 Article 332 / Article 333  bribery in total

Year abuse of power public official’s  bribe-taking bribe-giving indirect
of a public negligent bribery
official failure to
perform
detected solved detected solved detected solved detected solved detected solved detectec solved
2000 367 350 18 18 38 37 133 131 3 3 174 171
2001 390 381 18 18 28 28 171 171 4 4 203 203
2002 376 269 33 31 48 38 116 109 7 6 171 153
2003 384 324 23 23 49 42 102 101 4 4 155 147
2004 248 202 18 18 126 123 149 147 12 11 287 281
2005 212 167 19 18 39 32 94 92 5 5 138 129
2006 160 124 16 15 43 35 89 87 6 4 138 126
2007 187 112 16 14 40 34 62 58 1 1 103 93
2008 228 132 18 14 46 29 99 88 5 4 150 121
2009 204 137 14 9 38 27 75 68 8 8 121 103
2010
(1.1.-30.9.) 128 94 13 8 31 19 85 62 5 3 121 84

Table 1: Number of corruption-related crimes detected and aslved in the Czech
Republic in 2000-2009

Year Article 158 / Article 159 / Article 160 / Article 161/ Article 162
Article 329 Article 330 Article 331 Article 332 / Article 333  bribery in total
abuse of power public official’s  bribe-taking bribe-giving indirect
of a public negligent bribery
official failure to
perform

detected solved detected solved detected solved detected solved detected solved detectec solved

2009
(11.300) 163 98 9 7 25 19 58 53 7 6 9 78
2010
128 94 13 8 31 19 85 62 5 3
(1.1.-30.9.) 121 84
35 -4 4 1 6 0 27 9 2 -3 31 6
% 21,5 -41 444 143 240 00 466 170 -28,6 -500 344 7,7

Table 2:Year to year comparison (January 1 to September 30) 2009 to 2010
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Chart 1: Bribery cases detected and solved

Bribery statistics - territorial breakdown

Most crimes of bribery were committed in tNeinicipality of Prague, followed byBrno,
Kladno, Pardubice, Ostrava, Cheb, Karvina,etc. (see Chart 2).

In 2009 (see Chart 3), bribery concentrated inféfiewing countie$: Municipality of Brno,
Prague I., Cheb, Kladno, Prague lll., and Hodonin.

Maps 1 and 2 offer an alternative view of terriaistribution of corruption cases detected
(county-based). The higher the corruption, the elatlke colour.

! Municipality of Prague is divided into four Polidéstricts.
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Poéet pfipadu uplatkarstvi celkem v okresech Ceské republiky v letech 2000 az 2009

Map 1: Detected crimes of bribery in 2000-2009 (per coun}y

Poget pripadid uplatkafstvi celkem v okresech Ceské republiky v roce 2009

Map 2: Detected crimes of bribery in 2009 (per county)

The Ministry of Justice bribery statistics (sind0R)

Table 3 shows the highest number of perpetratonwicted (137) in the year 2002, while
in 2006, the number of convicts (74) was the low8stween 2005 and 2009, the courts
pronounced a quilty verdict over 440 perpetratorkilevin 2000 to 2004 it was
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541 perpetrators. Obviously, the recent five yeaask a decreasing trend. The highest ratio
of perpetrators convicted to perpetrators indieted in 2007 (99 %).

Article 158 / Article 159 / Article 160 / Article 161/  Article 162  bribery in

Article 329 Article 330 Article 331 Article 332/ Article 333 total
Year abuse of power public official’s bribe-taking bribe-giving indirect
of a public negligent failure bribery
official to perform
indic. conv. indic. conv. indic. conv. indic. conv. indic. conv. indic. conv.
2000 232 100 6 3 48 49 106 68 4 1 158 118
2001 262 99 8 1 51 28 149 83 1 3 201 114
2002 332 104 12 6 45 26 120 108 3 3 168 137
2003 288 110 14 11 30 20 96 53 3 2 129 75
2004 221 127 7 5 41 23 103 74 6 0 150 97
2005 216 89 7 19 91 24 82 82 2 1 175 107
2006 143 75 9 4 39 27 96 45 3 2 138 74
2007 151 64 10 0 37 51 65 51 2 1 104 103
2008 156 55 2 1 42 26 78 50 6 0 126 76
2009 112 64 11 3 31 28 68 51 3 1 102 80
2010
(1.1.-
30.9.) 89 49 6 2 24 19 58 37 2 0 84 56

Table 3:Individuals indicted and convicted in keeping withthe Criminal Code

Total number of persons indicted and convicted of bribery in the Czech Republic
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Chart 3: Total number of persons indicted and convicted ofbribery in the Czech
Republic
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The Corruption Perceptions Index (CPIY

The CPI ranks countries according to the perceptibrecorruption in the public sector
(politicians and public officials). It reflects opons of business people and analysts
in a number of countries world-wide. Transparenaternational defines corruption as the
abuse of entrusted power for private gain. CPI isubjective business opinion survey
of perception of public sector corruption. CPI hagn criticized for its limited resources used
to compile the survey.

Transparency International has been compiling tiRd €ince 1995 (41 countries rated).
In 2010, Tl rated 178 countries (in 2007-2009 isvi80 countries). The CPI brings together
different assessments and business surveys cautdoy independent institutions. The 2009
index drew on 13 data sources provided by indepanaled reputable institutions. Countries
are rated 10 (lowest perception of corruption, nfesfuently it is New Zealand or North
European countries) to 0 (high perception of caramp the lowest rated country in 2010 was
Somalia - 1,1).

In 1997 to 2002, the CPI of the Czech Republic ldgatreasing (it hit the bottom in 2002
when the CR was rated 3,7). In 2003, the indexestagoing up.

Year | Rating off Number of CPI Best results in the| Worst results in the
the CR countries given year given year
rated
1998 37. 85 4.8 10,0 Denmark 1,4 Cameroon
1999 39. 99 4,6 10,0 Denmark 1,5 Cameroon
2000 42. 90 4,3 10,0 Finland 1,2 Nigeria
2001 47 .-49. 91 3,9 9,9 Finland 0,4 Bangladesh
2002 52.-56. 102 3,7 9,7 Finland 1,2 Bangladesh
2003 54.-56. 133 3,9 9,7 Finland 1,3 Bangladesh
2004 51.-53. 146 4,2 9,7 Finland 1,5 Bangladesh,
Haiti
2005 47 .-50. 159 4,3 9,7 Island 1,7 Bangladesh,
Chad
2006 46.-48. 163 4,8 9,6 Finland, Island, 1,8 Haiti
New Zealand
2007 41.-42. 180 5,2 9,4 Denmark, 1,4 Somalia,
Finland, New Myanmar
Zealand
2008 45.-46. 180 5,2 9,3 Denmark, New| 1,0 Somalia
Zealand, Sweden
2009 52.-53. 180 4,9 9,4 New Zealand 1,1 Somalia
2010 53. 178 4.6 9,3 Denmark, New| 1,1 Somalia
Zealand, Singapore

The interim Strategy of 2006 and its implementatiothe following years have had positive
impact on perception of corruption in the Czech ltdig in the recent years.

2 Source: Transparency International: http://wwws@arency.cz/
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The Anti-corruption Hotline - 199

Transparency International — CR, o.p.s. (TIC) hesnboperating the 199 free anti-corruption
hotline since September 19, 2007.

In its pilot operation (September 19, 2007 to Fabyu29, 2008) the hotline operators
received 727 calls of which 339 were analysed asiption-related. In this period, TIC itself
filed five criminal charges. The calls referred nofen to corruption in the private sector,
ownership rights, justice, policing, and constroigtbusiness.

The 199 hotline has been fully operable since Marc2008 (see below for its results):

No. of| No. of | Other No. of open case{y No. of
calls*) | new approach | (from 199 + other| criminal
clients **) | **¥) approach) ***¥) complaints
filed by TIC
*****)
1. 3. 2008 —
31 12. 2008 1500 435 184 29 + 27 6
1.1.2009 —
31.12. 2009 2 000 459 240 38 + 58 4
1.1.2010 -
30. 6. 2010 1200 227 197 11+9 3
*) Calls received by 199 hotline operators.
**) No. of new 199 hotline clients, i.e. clientslting for the first time in the given period andhese call

was identified as corruption-related.

*kx) No. of clients who used other means but tH#9 Ihotline (email, personal, call to TIC, etc.) ahdir
decision to approach TIC was based on its 199rteotli

***%)  No. of open cases requiring an active intention by TIC.

*xxx%)  Number of criminal complaints filed direcit by TIC.

Areas referred to by the hotline clients have remaialmost the same. Most calls complain
about aspects under the responsibility of the Mipisf the Interior (Police of the CR),
Ministry for Local Development (construction, publprocurement), Ministry of Justice
(Offices of Public Prosecution), and Ministry ohgnce (employees of tax authorities below
the central level).

13



Priorities

Primarily, this Strategy builds on the Policy Staént of the Czech Government and the
Coalition Agreement. However, it includes a numlmdr tasks and measures planned
to remove deficiencies in law or current practitast but not least, its authors took into

consideration a number of proposals coming from Ni&&O sector. Even though all anti-

corruption measures defined in this document aggoimant and necessary, the ones below
will have priority and will receive preferable ttegent. Priorities 1 to 11 are of equal top

importance. The last column indicates the respedssk in the text of the Stratégy

Amendment to the Public Procurement Act 21
Public Servants Act to enhance performance andlistaid public administration 1.7

3 Introduction of stricter rules to manage municipatl regional public property and 11
of stricter liability for damage

Introduction of modified conditions pertaining teetmanagement of legal entities
4. established by central authorities or regional -gelferning units as well as 1.3
partially publicly-owned entities

Introduction of reinforced Supreme Audit Office’sddit and control powers over

S territorial self-governing units 1.9

6. Deve_:lc_)pme_nt and completion of the process of digdadon of the public 116
administration

7. Enhanced free access to information 1.15

3. Reinforced independence and accountability of @#iof Public Prosecution for4 1

the execution of their entrusted powers
9. Draft Corporate Criminal Liability Act 5.3

Reinforcement of the restitutive function of crimirproceedings including selzure3 8

10. and forfeiture of proceeds from crime

11. Analysis of whistleblowing and protection of whettlowers 1.18

By ways of conclusion, this Strategy strives tou corruption opportunities by means
of gradually introducing individual anti-corruptianeasures, both preventive and repressive,
and by increasing transparency of related procedure

® The text of the given priority does not alwaysrespond with the task headline in the text of thrat8gy.
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1. Public administration

Legislative measures

1.1 Introduction of stricter rules of disposal of nunicipal and regional public property
and of stricter liability for damage

Responsible agenciinistry of the Interior, Ministry of Justice

Deadline:December 31, 2011

Implementation indicatorsAfter negotiation with the Association of Regioofsthe Czech
Republic, Union of Towns and Municipalities of tlié&zech Republic, and Association
of local self-governments submit a draft amendmehtAct No. 128/2000 Coll., on
municipalities (municipal administration), as ameddAct No. 129/2000 Coll., on regions
(regional administration), as amended, and Act N&1/2000 Coll., on Municipality o{

Prague, as amended and submit the above propostis Government in order to red
corruption risks. By introducing these newly ameahdestruments, we wish to clarify leg
conditions under which municipalities and regioheidd manage their entrusted assets. |Last
but not least, this measure should promote perdatality for mismanagement of public
assets and improper handling or municipal or regigrublic property. To introduce an
active right of action, e.g. by an Office of PubRcosecution, in public interest to counter
unlawful handling of public property.

Expected impact on corruptioMore transparent handling of public assets omthaicipal
and regional level; personal liability of publicréants as well as elected public officials for
damage caused.

Background information:

By law, public assets managed by territorial adstrative units - municipalities and regions
— shall be duly administered. The law stipulated fhublic authorities shall enforce damages
caused to any administrative unit and such payroediamages shall not be statute-barred.
On the other hand, there are no provisions stipgatirect sanctions for such failure to meet
one’s obligations. Nobody but empowered represeagtof the territorial administrative
unit, has the right to appeal against invalidityaofegal act performed by a territorial self-
governing unit or to claim damages caused to th#&deal self-governing unit by a third
party. However, active citizens and/or members ahicipal councils, often point out that
their municipality has failed to enforce obligattoembedded in various contracts with third
parties and that such obligations are later stdiateed. It is therefore necessary to develop
a mechanism which would allow another subject taracase that the respective municipality
or region had failed to act themselves (e.g. a anoth public interest filed by a public
prosecutor). Damages, be they caused by negligenceorruption, would be claimed
by a qualified and independent public authorityjcliicould use public input as an important
source of information.

Authorities and primarily public servants issuingc$ions in administrative proceedings are
most often not liable for their decisions. This gtige of regressive compensation derives
from Act No. 82/1998 Coll.,, on liability for damagecaused in line of public duty
by a decision or deficient official procedure amdtbe amendment to Czech National Council
Act No. 358/1992 Coll., on notaries and their pct(Notary rules of procedure), which
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is not, however, often applied in full. This freqaéailure to apply the above provision of law
causes certain ‘anonymity of costs incurred bycadfimalpractice’. In most cases, damages
are covered from the public budget and public @ffschave very little motivation to avoid
decisions violating law (regardless of what thewtivation to violate law are - corruption,
clientelism, or any other reasons). As a resulthi$ practice, the public lost their trust
in independent and just public administration. bse that malpractice of public servants
is obviously caused by a fatal professional failarentention, person responsible for such
misconduct should be required to pay damages agdmaubject to sanctions.

The current law guiding management of public propeon the level of territorial
administrative units as well as remedies and samgtifor violations are inadequate and
incapable of protecting public property from fra®imultaneously, the Czech Republic has
failed in finding means to claim damages from aittaial self-governing unit in case of its
misconduct. For the above reasons, we recommeraltainch a wide public debate on how
to amend laws guiding management of territoriaf-gel’erning units and how and when
to introduce other relevant legislative measures.light of our ongoing anti-corruption
efforts, we recommend to consider the following:

— To introduce a possibility to file civil action ithe form of (among others) a motion
in public interest filed by an Office of Public Rexrution against perpetrators
of misconduct in the management of public assets,

— To introduce a requirement on territorial self-goweg units to disclose, in their letter
of intent to dispose of public property, detailstbé decision-making process and the
method of selection of the winning bidder.

— To extend the period for which the intent to prizatpublic property has to be posted
publicly to stipulate the requirement to keep thiggtization plans posted publicly not for
a limited period of time, but until the deliberatgof the responsible authority,

— To increase liability of individuals (in line witlerritorial self-governing unit inspections).

— To ensure enforcement of at least those respomigibi{or sanctions for their violations),
which threaten to cause damage to the respectiv®til self-governing unit,

— To require all administrative authorities to publignd keep a proper record of all their
decisions rejected by administrative courts, togettith costs incurred,

— To strictly enforce recovery of damages from thgemlic servants responsible for
misconduct.

1.2 Enhanced transparency of regional or municipalauthorities’ voting process
in matters relating to public property, public procurement, subsidies, and grants

Responsible agenciinistry of the Interior

Deadline:December 31, 2011

Performance indicatorAfter negotiation with the Association of Region$ the Czech
Republic, Union of Towns and Municipalities of tlig&zech Republic, and Association
of local self-governments submit to the Governndmafft amendments of relevant laws and
bylaws to introduce changes such as a requirernam¢ase information on how individual
members of relevant self-government bodies votedhatiers pertaining to public property,
public procurement, subsidies, grants or otherg®lernment expenses (information must
also be posted on the Internet).

Expected impact on corruptioib enhance transparency of the elected represagatote,
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to allow for increased individual liability for batkcisions, and to increase public awareness

of how voted representatives vote on importantipubhtters.

Background information

Name list of pro/con/abstained votes can be mabdégfin line with the Act on Free Access
to Information). Our intention is to make such asle of information compulsory, especially

in matters related to the public budget.

1.3 Introduction of modified conditions pertaining to the management of legal entities
established by central authorities or regional selfjoverning units as well as partially

publicly-owned entities

Responsible agenciinistry of Finance

Co-responsibility Ministry of the Interior

Deadlines - Performance indicators:

June 30, 2012 - To submit an analysis to the Gorem, which will include suggestions f

legislative, organizational, system and other messuthat will ensure that state

Or

representatives in companies, partially owned ey dtate, will be chosen based on their

expertise and local representatives in companasiafly owned by local authorities, will be

chosen based on their expertise, so that the gme&rnmay decide on the next cou
of action.

[se

September 30, 2012 - Based on the government'sidie@n the solution method submit

the Government a draft of a legislative solutiom qossible further measures, which will

ensure that the representatives of state/localoati#s in companies partially owned

them would be selected based on their expertise that the information about their

remuneration for this service would be made pufpigblic availability on the internet
indispensable).

to

Dy

S

Expected impact on corruptiomo better inform the public, curb clientelism amgpotism.

1.4 Extended access of territorial self-governingnits” councils to information

Responsible agenciinistry of the Interior

Deadline:December 31, 2011

Performance indicator:To submit to the Government a draft amendment ait
No. 128/2000 Coll., on municipalities (municipal naidistration), as amended, A
No. 129/2000 Coll., on regions (regional administrg), as amended, and Act No. 131/2(
Coll.,, on Municipality of Prague, as amended, tdee® and specify rights of acce

of council members to information and documentstgi@ng to their territorial selft

governing unit.

Expected impact on corruptiorfo provide for timely and extensive information &d
council members prior to their vote.
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Background information:

For a municipality to function properly, it is egtnely important to secure a watchful eye
of the council members, primarily those in oppasitiMunicipal politics and officials are not

in the centre of media and regulatory bodies” &ittenas much and as frequently
as Government agencies or the Czech Parliamento@hcil members should therefore have
free and unlimited access to all information peiteg to the self-governing activities of the

given municipality.

Access to information in keeping with the Act on Miipalities provides, unlike the Act
on free access to information, council members witicess to all information, including
protected ones (personal data, business secrecy, Hte person receiving such information
is further liable for its protection. The only litation council members may theoretically
be exposed to in line with the current law is ti@eday statutory period public officials and
councillors have to provide information — this ataty period often means that a member
of the council will either have no or late accessmformation.

Members of municipal councils are now disadvantagetieir access to information and this
practice must be removed. Statutory periods stipdlain legislation pertaining
to municipalities, regions, and the Municipality &rague and the Act on free access
to information must be harmonized in order to ersmrter statutory periods. Furthermore,
it is important to differentiate a simple requestacouncillor for information from a query,
request for a position, or analysis of mattersgmeirig to the authority of the territorial self-
governing unit.

1.5 Division of competences between municipal or genal councils and executive
boards to prevent avoidance of law

Responsible agenciinistry of the Interior

Deadline:December 31, 2011

Performance indicator To submit to the Government a draft amendment Aat
No. 128/2000 Coll. on municipalities (municipal admtration), as amended, Act
No. 129/2000 Coll., on regions (regional administrg), as amended, and Act No. 131/2000
Coll., on Municipality of Prague, as amended, guidihe division of competences between
the council and executive board of the territosalf-governing unit; to tackle this issue
in relation to the plan to introduce direct elestmf mayors, as well as measures to facilitate
enhanced transparency of administration of lod&lgge/erning units” property.

Expected impact on corruptiomo prevent avoidance and abuse of law.

Background information:

Data collected by the Ministry of the Interior (parily deriving from complaints and
supervision of self-governing bodies), as well asdihgs of several experts in self-
government, show that the authorities not only tail respect division of competences
between individual bodies of a territorial self-gowing unit (resulting with mutual
interference into restricted competencies), bub @goid law in order to keep information
from the watchful eye of the public. E.g. the exe@iboard is competent to make decisions
on rent agreements and loans, executive board mysedre non-public; the council, however,
is competent to make decisions on procurement angtization of real estate, council
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meetings are always public. The executive board thesefore conclude a rent agreement for
a period of 99 years. At the same time we recommenceview whether the restricted
competences of executive boards are justifiableriynd.

1.6 Introduction of measures to prevent abuse of nmicipal periodicals

Responsible agencMinistry of Culture

Deadline:December 31, 2011

Performance indicatorTo submit to the Government an amendment of Act A8/2000
Coall., on rights and responsibilities of publishaf periodicals and on the amendment
of selected other laws (the Press Law), which intlude provisions guiding the rights and
responsibilities of publishers of territorial seldverning units” periodicals. Such periodicals
shall be required to provide objective and propoiite information. The draft amendment
will also propose introduction of an internal cahtmechanism to supervise compliance
of publishers of ‘municipal periodicals’ with thelevant law.

Expected impact on corruptiofhe public in territorial self-governing units Wileceive
objective information on activities and deliberasoof their elected representatives.

Background information:

An extensive survey of municipal periodicals perfed byOZiven] a civil association, has
shown that most local, municipal, and regional quidals in the Czech Republic lack
objectivity and are often abused to circulate infation promoting primarily the political
forces currently in power. Such periodicals rarelyer give space to dissenting opinions.
In their periodicals, municipal and regional authes tend to avoid confrontation and fill
their pages with sports and culture news rathen th@ening important and often burning
issues currently on the table of the elected remasives. Dissenting opinions
or inconvenient articles are rejected, respectively published. The public will rarely get
to know that debates in meetings of elected reptasees and their advisory are not always
peaceful and that some members deliver dissenpirgoms and promote different solutions.
Final solutions are presented to the public as inmaus and the only possible and correct.
This practice has had a permanent detrimental impa¢he public opinion of the political
process, which is no longer perceived as a dialogharing of opinions, and political
competition. One possible solution would be to gaszenandatory share of space in each
periodical of to all political parties or assocmmts so that they may report to the public
on their dissenting opinion or vote (as it is éngFrance). At the same time, we recommend
to introduce an internal control mechanism to super compliance of publishers
of ‘municipal periodicals’ with the relevant law.€i a possibility of legal protection
of inhabitants concerned).

1.7 Public Servants Act to enhance performance arstability of public administration

Responsible agenciinistry of the Interior

Deadlines - Performance indicators:

June 30, 2011 — To submit to the Government a stibjatter of the proposed Public
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Servants Act, provisions of which will make a clelstinction between political appointeges
and civil servants in public authorities, stipulateans making the public administration less
political, and more professional and stable, deitgema system of remunerations.
We recommend paying increased attention to keyorespilities of civil servants, including
mandatory life-long learning provided by instrustoecruited from the public sector.

January 31, 2012 — To submit to the Governmentigh&fsAct on public administrations
officials and education within the public adminadion.

September 30, 2012 - To submit to the Governmelnath Public Servants Act.

Expected impact on corruptionintroduction of disciplinary measures, allocation
of responsibilities, and clear determination of keyl servants” duties. Public administratipn
will be less dependent on politicians and poliisssuch.

Background information:

There is ndEU acquisguiding public service and it is up to nationalgmments to legislate.
National laws most often include provisions on cangement and termination of service,
including changes in the course of public servatgulate rights and responsibilities of civil
servants, their welfare, professional disciplinability, remunerations, and education and
training. The draft bill, however, will have to ®knto consideration certain international
agreements. One of the key priorities of the CAefaublic upon its accession to the EU was
to enact a civil service act. Both the European @@sion and the Council of Europe's
Group of States against Corruption (GRECO) haven heguesting the Czech Republic
to speed up its effort and bring the act to force.

The Czech Republic has, however, two acts, whichcem the above issue: Act
No. 312/2002 Coll.,on Officials of local self-government unitas amended, and Act
No. 218/2002 Coll., on Civil servants in adminisitra authorities, on their remuneration and
on remuneration of other employees of administeatiuthorities (service act), as amended.
New legislation shall introduce clear rules forikiservants on the central, regional, and
municipal level. Its entry in force will put an eital the abounding bureaucracy, make public
administration less dependent on politics, remoweruption, discontinue the practice
of biased decision-making, and stabilize the @eitvice by giving it uniform organizational
and management structure, clear system of life-gxhgcation, and transparent remuneration
rules. The overall objective is to provide bettervice to the public. Act No. 312/2002 Coll.
has been in effect since January 1, 2003 whileMat218/2002 Coll. will, in line with its
most recent amendment, come to effect on Janua2@1P. The main reason for these
repeated delays of full effect of the above inseuatrs the lack of political and expert support
of the proposed provisions. Furthermore, autharitesponsible for the delays keep pointing
out the high costs and complexity of its enforcemen

The absence of clear rules guiding public servaiass been criticized repeatedly by most
NGOs involved in counter-corruption, as well asthg public. To make the civil service
more efficient, to make it more impartial, indepent] and apolitical and to curb corruption
and corrupt conduct, we shall adopt a law guidiaglis servants in central public authorities.

1.8 ‘Integrity testing’ of other individuals active in the public service

Responsible agenciinistry of the Interior
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Deadline April 30, 2011

Performance indicatoifo submit to the Government a feasibility analygigntegrity tests’
of other individuals active in the public service.

Expected impact on corruptioRreventive increase of responsibility.

Background information:

The new Police Act introduced credibility testing a Police of the CR’s inspection tool
to detect and combat violations of law by memberghe Police of the CR. The only
individuals who may currently take the test are roera of the Police, inspectors, and staff
of the Police and the Inspectorate. The testedvimhgial is asked to solve a simulated
situation. In the course of the test, the testut@rity simulates situations and conditions the
tested person is exposed to in line of his everydaty. The objective is to determine,
whether the tested individual duly performs hisiekiin compliance with law. The test must
not pose any direct threat to property or healththke course of testing, inspectors must not
provoke crime or otherwise actively shape or infleethe situation to induce, raise, or shape
the so far non-existent intent of the tested petsariolate law (simulation must not embark
on provocation).

All tests are audio and video recorded. The testilte (the audio/video recording and the
official test protocol) may serve as grounds tdiate criminal proceedings, to apply for
a permission to use technical or other means dsitiyation (surveillance, assisted delivery)
or to initiate disciplinary proceedings. Recordiry® admissible as evidence in criminal
proceedings.

Integrity tests are performed to prevent and detetawful conduct. It is primarily about
creating conditions and simulating situations tevent crime and not about massive testing
of politicians and civil servantd he above tests could be developed (while maintang
conditions similar to the Police tests) to help té®ther individuals in the public service.

1.9 Introduction of control powers of Supreme Audit Office over territorial self-
governing units

Responsible agenciinistry of Justice

Co-responsibilityMinistry of the Interior

Deadlines — Performance indicators:

December 31, 2011 — To submit to the Governmenti dmendment of the Constitution
of the Czech Republic in order to extend the powdrsSupreme Audit Office in orde
to enable the audit of management of property adteired by territorial self-governing
units and public corporations.

-

September 30, 2012 — To submit to the Governmexdilidity analysis of enforcement and
control of remedies.

Expected impact on corruptionntroduction of Supreme Audit Office’s control pexs
to audit management of property administered bytéeial self-governing units and publjc
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corporations.

Background information:

In line with our recent experience, it is necessaryextend the Supreme Audit Office’s
control powers to allow it audit other public butigéerritorial self-governing units, partially
publicly owned legal entities and public corporatiosuch as public institutions of higher
learning, public research institutes, Czech TelemisCzech Radio, etc.) and other entities not
covered by the current Supreme Audit Office’s colnpowers.

1.10 Enhanced standardization of control process&s public administration

Responsible agenciinistry of the Interior

Deadlines - Performance indicators:

December 31, 2010 — To submit to the Governmergpart analysing audit and control
of territorial self-governing units in 2006-2010hd report should include an outline
of measures proposed to make a clear division ofpetences among the Supreme Audit
Office, Ministry of Finance, and other public swgsory authorities.

September 30, 2011 — Based on the above analysshimit to the Government a draft
Public Service Audit Act in order to harmonize dudnd control processes and avpid
duplicity and ambiguity of audit and control of pigkadministration.

Expected impact on corruptiofio remove duplicity and anomalies in audit and tiemn
activities performed by public audit and controldes and to enact rights and
responsibilities of both controlled and controllireuthorities. To facilitate horizontal
exchange of information pertaining to central paulauthorities and gathered in the course
of auditing territorial self-governing units.

1.11 Amendment to the Financial Control Act

Responsible agenciinistry of Finance

Co-responsibilityMinistry of the Interior

Deadline:June 30, 2011

Performance indicator:To submit to the Government a draft amendment ait |A
No. 320/2001 Coll., on financial control in pubidministration, as amended.

Expected impact on corruptiomo improve financial control as an anti-corrupttool.

Background information:

Financial control in public administration is guilby Act No. 320/2001 Coll., on financial
control in public administration, as amended. Tdws$ introduced public assets management
and control systems after the accession of thelCRepublic to the EU. With regards to the
changing conditions, system upgrades, and numenoedifications, it is recommended
to draft an amendment to facilitate introduction fofancial management best practices,
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an integral part of which is control as a tool teyent and detect corruption, fraud, and abuse
of EU and national public assets. The amendmemtaant to introduce standardized and
more transparent procedures and to support a desystam of effectiveness and efficiency

control of public spending.

1.12 Misdemeanour Record

Responsible agenciinistry of Justice

Co-responsibilityMinistry of the Interior, Ministry of Labour andoS8ial Affairs

Deadlines - Performance indicators:

June 30, 2011 — To submit to the Government aligi&gianalysis for misdemeanour record

as a public administration information system t@mement the system of key pub

administration registers. The new record would lifate efficient administration and
subsequent enforcement of sanctions, making patpedrstrictly liable for their miscondugt,
primarily in case of selected repeated misdemeangarpetrators of which could be made

criminally liable.

January 31, 1012 — To submit to the Governmentnapteted analysis of a possible solution
of the establishment of an electronic registry adicg to the government's comments made

at its meeting on 20th July 2011.

June 30, 2012 — To submit to the Government a draEndment of Act on misdemeanours
to introduce provisions stipulating conditions fan introduction of a misdemeanour

record/s, including criminal liability in selectedpeated misdemeanours.

Expected impact on corruption:Enhanced supervision (prevention of bribe
of misdemeanour proceedings and enforcement of.fine

1.13 Legislating for the obligation of public authaities to draft and publish internal
Codes of Ethics

Responsible agenciinistry of the Interior

Deadlines - Performance indicators:

May 31, 2011 - To submit to the Government a desblution, which will include measures
to introduce a requirement on public administrationdraft and publish internal Codes

of Ethics.

September 30, 2012 — To submit to the Governmewlo@ument containg legislative

measures aimed at introducing a requirement onigualithorities (primarily in territorial
self-governing units) to draft and publish inter@aldes of Ethics.

Expected impact on corruptiomtroduction of clear rules of public servantshdact.

Background information:
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The Public Servants” Code of Ethics (hereinafte €ode of Ethics’) was adopted on March
21, 2001 by a Government resolution No. 270. It wasoduced to improve prestige,
integrity, and positive public perception of ciwkervants. The resolution recommended
adopting Codes of Ethics also on the level of Ieedf-governments.

A working Code of Ethics outlines clear rules ohdact in order to guide employees and
help them avoid situations in which their persansgrests may be in conflict with the public
interest. It remains a question whether a centomleCof Ethics, an umbrella document, open
to modifications by respective public authoritiesself-governing bodies in line with their
specific requirements, should be so detailed thawduld describe particular situations.
Nevertheless, the current Code of Ethics is far ¢gemeral and is no longer adequate
as a central instrument. That is why we proposariend its provisions.

The current Code of Ethics does not contain anyipians on compliance checks and
enforcement. Even though the Code of Ethics is amiigna recommendation, it is document
guaranteeing high quality of services provided bjlig servants. It remains a key text to help
curb and prevent corruption. In general, expextsmanend that all codes of ethics be binding
and compliance enforced. Codes of ethics, howeater,mostly non-binding, contain sets
of recommendations and norms of conduct, and agpedeir users to promote proper and
moral conduct in their workplace. Rights and restatities embedded in such codes
of ethics are often non-binding. Therefore it ise&sary to develop tools to enforce measures
to curb corruption contained in the respective coflethics. We recommend making such
measures legally binding. Experts have been workimgleveloping a mechanism to include
responsibilities stipulated by the code of etha#he Czech legal system so that they become
enforceable and legally binding. It is necessargdoure maximum level of enforceability
of measures stipulated by the code of ethics toecdtrmay, for example, form an integral
part of the job contract or work rules and violagoof its key provisions should be
sanctioned.

1.14 Comprehensive life-long education of public seants in anti-corruption matters

Responsible agenciinistry of the Interior

Deadlines - Performance indicators:

September 30, 2012 — Incorporate education inighe &f fighting corruption into the publi
administration training according to the Act 312)20Coll., on Officials of Local Selff
Government Units and Amendment of Certain Actgrasnded.

()

September 30, 2012 — Incorporate the educatioharfield of fighting corruption into th
Act on public administrations officials and eduoatiwithin the public administration.

[}

Expected impact on corruptionincreased awareness of corruption; increased esgas
of consequences of corrupt conduct.

Background information:

All categories of public servants (including thagerking in offices most prone to corruption)
receive the same anti-corruption, ethics, and mitiegraining. Moreover, such training is not
compulsory. The GRECO, in its Second evaluatioronepf the Czech Republic adopted
in May 2006, criticized this approach and recomneehthat the Czech Republic introduced
rules enforcing regular and on-going anti-corrupti@ining and training in ethics and perusal
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integrity for all public servants and employees nofinicipal and regional administrative
authorities. It is recommended to introduce mangasmti-corruption, ethics, and integrity
training for all civil servants. The only differemanvisaged is that individual categories
of public servants would receive varied trainingl anost training should be, for financial
reasons, in the form of eLearning. Public servamtiigh-risk positions or offices should
receive such training more frequently and focusarr anti-corruption measures, ethics, and
personal integrity. This requirement should be edied in the new Public Servants Act.
Before the new law will have come to force, we h&vect in compliance with the current
law — Government resolution No. 1542 of Novembey 3005 on Education and training
of employees in public administration and Act N&22002 Coll., on Officials of Local Self-
Government Units, as amended (for the purposeswfing and education of civil servants
working in territorial self-governing units).

Non-legislative Measures

1.15 Enhanced access to information in keeping witNo. 106/1999 Coll., on free access
to information, as amended

Responsible agenciinistry of the Interior

Co-responsibilityMinistry of Foreign Affairs

Deadlines — Performance indicators:

14

December 31, 2011 - To submit to the Governmenbaumhent outlining key challenges
of the free access to information, including pragbsolutions.

October 31, 2012 - To submit to the Government tdemhendments due to optiops
recommended in analysis approved by Governmentl®esvof January %4 2012 No. 3.

December 31, 2012 - To submit to the Governmenbpgsal to sign and ratify the Council
of Europe’s Convention on Access to Official Docuntise

Expected impact on corruptioBnhanced and faster public access to informatioproved
public control over decisions made by public adsthation authorities.

Background information:

The current law guiding free access to informaiiorkeeping with Act No. 106/1999 Coll.
fails to prevent delayed access to information. Bdies against unlawful denial of access
to information are lengthy and often bear no frilfe have documented cases where
complainants spent over a year repeatedly filingeafs and receiving verdicts without any
judicial protection. Moreover, the requested infatibn was never released. We recommend
to analyse the key deficiencies of the currentdemiree access to information and to remove
problems in its implementation.
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1.16 Coordination of the process of implementationf SMART Administration with the
digital agenda

Responsible agenciinistry of the Interior

Deadline:June 30, 2011

Performance indicatoifo submit to the Government an information report.

Expected impact on corruptiorCurbing of corruption.

1.17 Public property sales publication

Responsible agencwil central administrative authorities

Deadline:December 31, 2010

Performance indicatoif o increase transparency and to address a nurhpetemtial buyers
to announce all plans to privatize public propddtyove a certain threshold) well in advance
on relevant official pages.

Expected impact on corruptionfransparent process of public property privataat
Enhanced public control over management of assddisidy public authorities.

1.18 Analysis of whistleblowing and protection of wistleblowers

Responsible agenc@ffice of the Government of the Czech Republic

Co-responsibilityMinistry of Labour and Social Affairs

Deadline:May 31, 2012

Performance indicatoifo submit to the Government an analysis of theeru situation and
key challenges (including proposed logistical agldlative solutions) of whistleblowing.

Expected impact on corruptioifransparent and objective processing of reportallefjed
corruption.

Background information:

Whistleblowing is defined as ‘reporting of unlawfor non-ethical conduct or practice
at work’. It is recommended to support whistleblosvby giving them a chance (especially
concerning civil servants, employees, or complamavho are in contact with the authority
concerned) to report their suspicion of corruptowrany other unlawful or unethical conduct
via channels other than their hierarchical supeoiothe Police. Many people find it very
difficult if not impossible to approach the Politereport a crime committed by a colleague
or superior. Moreover, how does one know whethes itrime or not? Many people fear
to debate their suspicion with their hierarchicaexior or a representative of the authority
concerned for their reaction may not be positiveorddver, the suspect may not
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be investigated and prosecuted but may find out thirowhistleblower was. Confidentiality

and anonymity are therefore a must. The currentt&elto protect whistleblowers ‘inside’

a corrupt office is the Labour Code which limits mayers’ chances to lay such
‘troublemaker’ off. The labour Code, however, may ibh the future amended to introduce
increased labour flexibility and therefore it iscessary to look for extra protection
of whistleblowers.

In its Second evaluation report on the Czech Repwnopted in May 2006, the GRECO

(Council of Europe's Group of States against Cdion)' recommended that the Czech
Republic introduced clear rules requiring civilsents and local/regional officials to report

suspicions of corruption and to ensure that cielvants and local/regional officials who

report suspicions of corruption in public admirasion in good faith are adequately protected
from retaliation This recommendation has not yetrbadopted in full.

To facilitate protection of whistleblowers in thez&th law, we can use the Transparency
International projectVhistleblowing and protection of whistleblowers.

1.19 Support or cooperation with anti-corruption NGOs

Responsible agencwil central administrative authorities

Deadline:on-going

Performance indicatofTo support targeted and efficient activities otiaorruption NGOSg
and to cooperate and coordinate with them.

Expected impact on corruptioSupport of projects and activities of anti-coriaptNGOs.

Background information:

In the Czech Republic, several NGOs are activeountering corruption, either as their main
activity or as a complementary effort resulting nircan immediate need or situation.
Transparency International €eska republika, o. p. $s the biggest and most advanced anti-
corruption organization in the Czech Republic. MenstofOZiveni, o. s.focus on local self
governmentsQtevena spolénost, 0. p. s.has been for many years promoting free access
to information as the key anti-corruption tool, aRdZovy panter, 0. sconcentrates

on corruption in public administration. There aegjional anti-corruption NGOs in regions,
too, such ag'melék, Spoknost patel pirody (Liberec) orEkologicky pravni servigdrno,
Tabor).

1.20 Support and development of the 199 anti-corrun hotline

Responsible agenciinistry of the Interior

Deadlines — Performance indicators:
March 31, 2011 - To analyse and submit to the Gowent a report on the 199 operation| so

“ Greco Eval Il Rep (2005) 7E was adopted at theSFECO Plenary session in may 9 to 12, 2006.

® For more information, visitattp://www.transparency.cz/pdf/TIC whistleblower802 cz.pdf
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far, including measures to develop and enhangeeifermance.

March 31, 2012 — To submit to the Government antemothe operation of the anti-corruption
line 199 for the year 2011.

Expected impact on corruptioSupport of the 199 anti-corruption hotline.

Background information:

The 199 anti-corruption hotlinevas established as a special anti-corruption todleu the
framework of the Government Anti-corruption Strate@he lineprovides free-of-charge legal
advice to citizens who contact it after having experienced corrupt conduct in publigrivate
sector. The line is operated Byansparency International €eska republika, o. p. §TIC),

an NGO with long-term experience in providing legapport to citizens experiencing corrupt
behaviour.

1.21 Central anti-corruption Website

Responsible agenc@ffice of the Government of the Czech Republic

Deadline:on-going

Performance indicatoito keep updating the www.korupce.cz

Expected impact on corruptioRublic awareness of corruption.

Background information:

Countering corruption is a comprehensive issueiirsdabsolutely necessary to concentrate
information in one location. The Ministry of thetémior currently operates www.korupce.cz
its own Website, where visitors find extensive mfation and a number of links.
In cooperation with other central public authosti¢he Police, and NGOs, the Ministry will
develop this Website and post more informationelaar its own activities, activities of other
central public authorities and the Police, exampliebest practice (local and international),
information on relevant NGO activities and interoaal effort. Moreover, the Website will
offer relevant links to other anti-corruption otated Websites.
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2. Public procurement
Background information:

Public procurement is the process whereby Czechicpabthorities buy goods and services
or commission work spending about 17% of GDP (162 was CZK 630 billion).

Even though the current law guiding public procueet(especially Act No. 137/2006 Coll.,
on public procurement) is rather comprehensive rdhe purposes of guiding the selection
of a winning bidder, comprehensive and sufficiémé, Czech Republic has been experiencing
repeated problems in its implementation. Publiccprement processes for often non-
transparent, subjects of procurement — goods, yviwork — are manipulated, and
conditions modified, making the procurement progassie to conflict of interest, corruption,
and mishandling of public assets.

Due to the financial impact of any procurementjsitnecessary, should there be a plan
to change any aspects of the procurement procedsgdp in mind existing business and
economic relations.  Procuring entities vary ieithhuman and material resources and
(at least for some of them) changes in the procaisde rather difficult to administer.

One of the most often criticized problems is theklaf transparency of both the instituting
of the procurement process, selection of bidderd, the procurement itself. A transparent
procurement process will allow for clear, opentifiesi and verifiable decisions in all phases
of the public procurement process, be it the iastiy of the procurement process
or announcing of relevant conditions, selectioriecia, and deadlines. It is recommended
to clearly stipulate the relationship between thblle procurement act and provisions of the
Act on free access to information to limit inforneat disclosure bans given by law to the
minimum (business secrecy or confidentiality of omfation). At the same time,
it is necessary to protect the selection of bidden any improper external influence which
could hamper obijectivity of the process and maynbé&olation of the principle of procuring
entity’s responsibility for the process. Increasattiention should be paid to proper
dissemination of procurement process related irdtion to facilitate equal access to both
local and foreign bidders.

However, there are other problems, such as the afte-transparent ownership structure
of bidders in the public procurement process. ftaarly impossible to detangle the ownership
structure and disclose relationships of individualsd groups (who control joint stock
companies though their bearer shares) with theupirog entity or subjects which administer
the bidder selection or make final decisions of Wiening bidder. This potential conflict
of interest may have a detrimental impact on th&tscand quality of the goods or services
finally procured. Bearer shares render any conttbla potential conflict of interest
impossible. The law stipulates that a supplier vhos/nership structure is in compliance
with law and who has met all conditions requirednsadmissible bidder. The above problem
cannot be solved by an amendment to the Publicupeatent Act for the Czech Republic has
to meet obligations deriving from its membership the EU such as free movement
of services and non-discrimination principle. Tliere the issue of subcontractors,
complicated chains of local and foreign suppliensners holding anonymous bearer shares,
etc. currently has no real and functional solutibtnthe course of the public procurement,
we can disclose information on ownership structursuppliers, but potential sanctions have
to be related to conflict of interest.

Yet another burning public procurement related [@mwb is that procuring entities
intentionally break their procurement down to seralprocurement activities to avoid
complicated public procurement process. One puphccurement project, be it above
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or below the limit (which would otherwise be suljéc compulsory public procurement

process), gets divided into smaller lots — sizeewas well as time-wise (one public

procurement project which would normally take upthicee years is divided into three lots,
each lasting one year only). Such practice defotims otherwise correct tendering

environment and gives advantage to selected biddknsover, it can have a negative impact
on the final price. The same is true for purposafidregating of public procurement subjects
into enormous corporations, significantly limitinge number of eligible bidders. It is up

to the procuring entity to determine the size aature of the subject and this responsibility
cannot be guided by law, for the procuring entitiese to keep discretion in determining
their public procurement subject in light of theeed or situation.

Therefore it is recommended to decrease the thicksbiocompulsory instituting of a public
procurement process. The definition of small pulibnders would change and Czech
legislators could decide to amend the regime ggigiablic procurement under the limit,
which is fully in the competence of the Czech ReéjpulAt the same time, we recommend
to introduce stricter rules for repeated procurenoérthe same nature for one single supplier
(supplementary procurement rule).

Evaluation committees, and/or their membershipepget another problem. One or more
members of the evaluation committee may be linlkeedre of the bidders, or had been
influenced/bribed by one of the bidders. Memberswaluation committees are appointed by
procuring entities. Procuring entities have to Bgeht and are required to appoint an expert
committee which will evaluate bids received withaniy side motivations.

One of the most frequent problems in public promeet is tender criteria being determined
by the procuring entity. Such criteria may be setatvour one single bidder and, as a result,
the winner is determined from the very onset. Fiowvis of the current Public Procurement
Act prohibit such practice, but procuring entit@s not hesitate to violate the law. To solve
this problem, we recommend giving the Office fag Protection of Competition more powers
in prosecution such violations of law. Qualificati@riteria set to the discretion of the
procuring entity pose a clear corruption risk.  manage to curb this practice and introduce
transparency to the process of determining anduatiafy procurement tender criteria, we will
significantly limit corruption opportunities in thgublic procurement process.

The public procurement process is very complextaadrocuring entity may violate the law
just for its lack of expertise and experience. Fwblic Procurement Act stipulates that
procuring entities may use a central supplier sax8ng money and time. It is recommended
to analyze feasibility of central suppliers catgrin all central administrative authorities and
local self-government units. Administration of tkgstem of central procurement would
certainly incur administrative costs and is nottale for all commodities or procuring
entities. On the other hand, if used properlyaites time and money.

Even thought the Public Procurement Act providesdftection of negligence or misconduct
on the side of the procuring entity, there are oogrehensive mechanisms to enforce
liability of individuals involved in the public pourement process. Claiming of damages
suffered by the institution is often entrustedha hands of those who had caused the damage.
Therefore it is highly recommended to divide respbitities so that the body responsible for
the public procurement is different from the ongpansible for claiming of damages.

One of the key deficiencies of the public procuretna the Czech Republic is that entities
involved tend to violate binding rules and there ao sanctions in place for violations
of supplementary legal instruments, such as theaofictonflict of interest, Act on financial

control, or Act on public property. All measuresoshd include enforceable sanction
mechanisms to sanction violators of regulated asp#qublic procurement process.
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Last but not least, we recommend reviewing whatvahd will be impacted by the new rules
and what will be their financial impact. We shalké into consideration the expected costs
of the implementation of the new rules, so thay tfeenain proportionate to the impact of the
measures proposed.

Legislative measures

2.1 Amendment to the Public Procurement Act

Responsible agenciinistry for Regional Development

Co-responsibilityMinistry of the Interior, Office for the Protectiaf Competition, Ministry
of Finance

Deadline:June 30, 2011

Performance indicator:To submit to the Government a draft amendment ait |A
No. 137/2006 Coll., on public procurement, as ameen@on March 31, 2011 the draft
amendment will be circulated for interagency roeh@omments), provisions of which will
stipulate primarily the following issues:

— the public procurement process should be opentortlyose bidders who disclose
their entire ownership/control structure;

— an electronic record of all data pertaining to fhedlic procurement process
should be maintained to post them on the intetinetuding tender documents,
evaluation criteria, details of the procurement cpss, contracts and their
appendices, actual price paid, and names of theupny entity and the
evaluation committee;

— provisions of contracts concluded in keeping witie PPA should be made
public;

— the bottom threshold for compulsory institution miblic procurement should
be lowered to CZK 1 million, and/or to CZK 3 miliio Pursuant to this change,
we shall amend the rules guiding public procurementer the threshold and the
overall Office for the Protection of Competitioropess of compliance with law;

— in case of important public procurement contracith v subjective evaluation
criterion (economic advantageousness) at leastnoember of the evaluatign
commission will be selected by lottery; the selmttof the group of people who
will be entered into the lottery will be based dre tcriteria of expertise and
independence;

— entities violating public procurement rules shoudd excluded from publi
procurement processes;

)

— selected subjects and commodities should be refjutce use electroni

)
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marketplaces;

procuring entities should be required to use, whapgdicable, electronic auctions;

authorities should strictly enforce prohibition bimiting and discriminating
criteria;

authorities should take into consideration and edin the course of an audit) the
3E principle (economy, efficiency, effectiveneds)prevent manipulation of law
through limiting the subject of public procurememd selecting improper and

disqualifying evaluation criteria;

to introduce mandatory opposition procedures ascassary condition of larger

public procurement processes;

to allow for abridged public procurement processes;

to introduce a requirement, in large procurementseeding e.g. CZK 100

in the tendering process. To request, in highlycsieed areas, an explanatipn

of why there are less than five eligible companies;

to stipulate in the law a Ministry of Finance prieedit in tenders expected

to have high value;

to enforce the requirement to make extensive usdeatronic tools in instituting
public procurement processes. Electronic means swifiport the procureme
process throughout its life-span and will limit @pjunities to manipulate th
process;

an applicant guilty of bid rigging (banned horizainlagreements in public

procurement) was entered into the Registry of PersBanned from Publi
Contracts;

in line with the conflict of interest law, membefkevaluation boards should si
a no conflict of interest declaration;

a requirement to justify qualification and evaloaticriteria used in the publ
procurement process;

that the public and sectoral procuring entity cdraw simultaneously;

a requirement to terminate the public procuremeatgss should there be o
single bidder only;

a requirement to make all contracts, their appa&sjiand the final price of the b
public;

million), to identify at least five companies whitiave a capacity to participate

[¢)

c

Jn

id

a requirement to complement the business conditstiisa provision stipulating

the procuring entity’s right to withdraw from thentract;
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— to limit the notion of confidential information;

— a requirement to register as many qualified biddessnecessary for proper

competition.

Expected impact on corruptiomtroduction of anti-corruption measures and taolshe

process of instituting the public procurement psscand evaluating bidders; to enhapce

transparency, to improve dissemination of informmtiand to introduce tools to improve

enforcement of sanctions.

2.2 Centralized Procurement

Responsible agenciinistry for Local Development

Deadlines - Performance indicators:

March 31, 2011 — To submit to the Government ailbddag analysis of a possible
requirement on the Government and its subordinaethorities to procure selected

commodities and services via the so-called cep@urement process in line with the PPA

(the use of a central supplier). The bidders’ owppdies may become one of the

qualification and/or evaluation criteria in the pabprocurement process for individu
commodities.

June 30, 2011 — To submit to the Government fora@, based on the above feasibil
analysis, a resolution on central procurement (Wwhiould include information on ho
to proceed further). Such Government resolution ld/anclude a recommendation to oth
public procuring entities (especially local selfvgonments) to join the central procurem
of selected commodities.

Expected impact on corruptiorReduced public spending and enhanced transpa
of central procurement processes. The processraueslow for any modifications to me
varying requirements of individual procuring erg#i

2.3 Enhanced transparency of disposal of public ppeerty

Responsible agenciinistry of the Interior and Ministry of Finance

Deadlines - Performance indicators:

August 31, 2012 — To submit to the Government aalyars include proposed solutio
aimed at establishing maximum transparency (if ¢herent or prepared legislation is
adequate) when managing property of the state acal lauthorities and public budg
spending

al

ity
N

er
ent

rency
et

NS
n't
et

December 31, 2012 — based on the conclusions®attalysis and after their approval by

the

Government to prepare such a solution that relewrg#fotmation regarding the sales and

renting of state/local authority property and reletvinformation about granted subventic
and grants will be published.

NS
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Expected impact on corruptio@oncentration of all data on one central Websiterthance

transparency of transactions with public propentyl assets administered by local self-

governing units.

2.4 Amendments to acts on subsides and grants

Responsible agenciinistry of Finance

Deadlines - Performance indicators:

June 30, 2011 — To submit to the Government dratreiments concerning subsidies and

grants from the public budget in order to introdymmenciples and rules similar to those
guiding the public procurement procedure. We em@asthat the draft provisions would

include, among others, the following principles pplicants for grants or subsidies w
be required to disclose all available informatiomneerning their ownership an
organisational structure, including information who has the real control over the giv
entity, names of proxies, etc. All data pertaintoggrant and subsidy procedures, includ
contracts, will be released and made public.

December 31, 2012 - To submit to the Governmentaf#t dmendment of Act No. 250/2000

Coll., which regulates publishing of information no@rning subventions, financial he

ill
d
en

ing

Ip

(grants), and gifts provided from local self-govaghunits” budgets in a manner that would

present minimal administrative burden for the scisjénvolved. The Act would stipulate the

obligation of the territorial administration to gigh the intent to provide a subvention fofr a

specific purpose prior to making the decision aftdraconcluding the agreement to publ
this agreement, including all appendices, on tteiaf bulletin (i.e. also in an electron
form) of the territorial authority.

Expected impact on corruptioBnhanced transparency and introduction of newmédion
requirements.

Non-legislative measures

2.5 A catalogue of document templates

Responsible agenciinistry for Local Development

sh
c

Co-responsibilityMinistry of Finance, Ministry of Trade and Industr

Deadline:July 31, 2012

Performance indicatoiTo compile a catalogue of public procurement doents template
and to create a database of prevailing pricesanfdstrdized commodities. Optionally — a
of standard qualification criteria.

Y

ist

Expected impact on corruptioRrevention of modifications of public procurementeria.
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2.6 Annual Report of Public Procurement in the Czela Republic

Responsible agencMinistry for Local Development

Deadline:annually, no later than May 31 of the followindesedar year

Performance indicatorTo compile and submit to the Government an ‘AnnRalport
of Public Procurement in the Czech Republic’ désieg the system with the help of selected
indicators (e.g. an average number of bids receipetcentage of public budget spent
through of small scale public procurement, etche Teport will be used to analyse the
impact of measures implemented. The indicators Idhba developed on central, agengy,
regional, municipal, and institutional level (keylgic institutions only).

Expected impact on corruptiorEnhanced public awareness of the public procuremen
process. A new tool to evaluate the measures eedand their anti-corruption potential.
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3. Law Enforcement Agencies — Police of the CR

Legislative Measures

3.1 Introduction of stricter rules pertaining to the cooperating witness

Responsible agenciMinistry of Justice

Deadline:June 30, 2011

Performance indicatorTo submit to the Government an amendment of thmiGal Code
and the Code of Criminal Procedure in order tolitate more frequent use of cooperating
witnesses and to introduce a withheld sentemaer strictly defined conditions. To become
eligible for the withholding of sentence, the aamisvould have to either prevent the
organized group he is a member of from accomplghis crime or to significantly
contribute to the prosecution of the key perpetratmrganized of the criminal scheme.

Expected impact on corruptiofEnhanced detection and prosecution of extremelipise
organized crime and related corruption.

Background information:

The institute of cooperating witness has been endxkth the Czech law in the past. It allows
the court to abridge the sentence pronounced @epators who had cooperated with the law
enforcement bodies, under relatively flexible caoiotis Should the cooperating witness
deliver a statement which significantly contributedthe conviction of an extremely serious
crime and provided they have met all relevant comal stipulated by law, the judge may
decide to pronounce an abridged sentence. Thewdistye of this approach is, however,
that it can be used only in most serious casescriimes, where the law stipulates a prison
sentence of minimum ten years of imprisonment. Moee, it is upon the judge’s discretion
to decide whether to use it or not. The cooperatuitpess, even when having delivered
a convincing and incriminating testimony, has nargntees that the judge will finally use his
power to abridge the sentence. On one hand, there guarantee of an abridged sentence and
on the other hand there is an extremely high riskredaliation (especially in case
of testimonies against organized crime).

The withholding of sentence does not mean the gatipg withess — provided he committed
a crime — would not be convicted of crime. The wdraf guilt will be by all means
pronounced for it is the statement of guilt whichnecessary for the purposes of legal
certainty, protection of victims and the damagedypand liability issues. The withholding
of sentence means that the court will not imposeleu clearly defined conditions, any
criminal sanctions. This possibility to avoid crimal sanctions should motivate perpetrators
participating in the organized crime to cooperaithwhe law enforcement and to testify
against key perpetrators and gang bosses. One eofctimditions of the withholding
of sentence is that the cooperating witness didntentionally cause any serious bodily harm
or death and his crime is not more serious thamrtinge the accomplishment of which he had
prevented or the detection of which he contributed
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3.2 Amended conditions for the use of interceptiomf telecommunications and agents
in keeping with the Code of Criminal Procedure

Responsible agenciinistry of Justice

Deadline:February 28, 2011

Performance indicatorTo submit to the Government a draft amendmenthef €ode
of Criminal Procedure to amend provisions stipagti the use of interceptian
of telecommunications (wire tapping) and agentsis Tdmendment will introduce a list
of corruption-related crimes, in the investigatadnwhich the authorities will have the power
to use interception of telecommunications (wireptag) and agents. The current Articles
88 and 158e of the Code of Criminal Procedure arl@mger sufficient.

Expected impact on corruptiomA possibility to prosecute more individuals sugpdc
of corruption-related crimes.

Background information:

Interception and documenting of telecommunicatiansder Article 88 of the Code

of Criminal Procedure is subject to an approvalabjidge as part of criminal proceedings
against perpetrators of extremely serious crimeotirer intentional crime prosecution
of which is enforced by an international treaty.

Extremely serious crimes were defined by Article #hra 2 of the old Criminal Code
as crimes stipulated by Article 62 of the Crimin@bde and those intentional crimes,
in respect of which the Code of Criminal Procedstgulates a minimum punishment
of at least eight years of imprisonment. The newmral Code, however, increased the
threshold pertaining to extremely serious crimesddess thanen years when it concerns
the maximum term. The 10 year threshold removednaber of serious merits of crime from
the list of extremely serious crimes. It has rd#éec primarily in crimes perpetrated
by organized groups and in property crimes wheeeamended Criminal Code lowered the
penal rates to maintain proportionality with highmenal rates pronounced to perpetrators
convicted of crimes against life and health.

The higher penal rate imposed on perpetrators wémely serious crimes now prevents the
law enforcement bodies from using interception edé¢communications (wire tapping) and
agents in investigating a number of crimes, wheieh snterceptions of telecommunications
and the use of agents had been possible prior terbeer 31, 2009. Moreover, interception
of telecommunications and the use of agents aendfie only powerful and efficient tools

to disrupt certain types of crime (primarily theganized crime). It is important to keep

in mind, that organized crime groups regularly péngte corruption and/or abuse of official
power. The amended penal rates have had negatipact on the use of a cooperating
witness which is possible only in cases of extrgnselrious crime. A recent Ministry of the

Interior analysis revealed that tools given to t@Geech law enforcement by various
international instruments the Czech Republic isngbloy cannot be used in their full extent.

Both tools — the interception of telecommunicatigwse tapping) and the use of agents —
often have to rely on provisions of internationastruments, which often lack uniform
interpretation thus raising arguments over thetilegicy of their implementation. Moreover,
the Police now spend more time analyzing intermafiolaw than investigating crime.
It is rather troublesome that the domestic law faéled to provide law enforcement bodies
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with powers necessary to investigate crime and shah powers have to derive from the
international law.

3.3 Law Enforcement Access to tax Related Informadin

Responsible agenciinistry of Finance

Co-responsibilityMinistry of the Interior

Deadline:June 30, 2011

Performance indicatoiTo submit to the Government a draft legislativluson to enforce
the amendment effective until the end of 2010, ideo to maintain unchanged the ljst
of merits of crime for which access to tax relatefbrmation can be enforced. The ngw
amendment will stipulate which services of the &oknd under which conditions will hayve
access to tax related information.

Expected impact on corruptiorthe law enforcement will regain their access tolgo
necessary to successfully investigate and proggallproceeds from crime.

Background information:

The new Tax Code does not envisage, for the pusposeriminal proceedings, a direct
access to tax-related data for the special Policee$s responsible for combating
legitimization of proceeds of crime, terrorism aedorist financing, serious economic crime,
corruption, and organized crime. These specialsuand services, however, have been,
in keeping with provisions in force up to DecemBg&r 2010, making an extensive use of this
access especially in their efforts to investigageiosis crime and have valued this tool
extremely high and near to indispensable. Annudty Police access such information
in at least 1000 cases.

The new text of the Tax Code (in force as of Jayptar2011) allows for the ‘breaking of tax

secrecy’ in criminal proceedings concerning crinfagure to report or disrupt is considered

criminal. It, however, limits the number of crim@swhich the law enforcement may apply
the ‘breaking of tax secrecy’ tool. However, thst lof merits of crime to which the tax

authority shall, upon state prosecutor’s requegim# to the law enforcement tax related
information does not meet the law enforcement neadbs does not offer enough support
necessary to detect and prosecute crime. On tleg b#imd, access to tax related information
remains an efficient tool to detect illegal proce&@m crime, investigate their legitimisation,

and detect financing of terrorism and the unlawfutduct.

3.4 Completion of the Foreigners” Police Service @ansformation

Responsible agenciinistry of the Interior

Deadline:December 31, 2010

Performance indicatordo support a draft bill to finalize transformatioh the Foreigners|
Police into a more efficient service; to finalizeetprocess of transferring residence-related
agenda to the Ministry of the Interior (making tesice-related issues civil) and to reduce
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Police of the CR expenses (e.g. by downsizing ¢éneice).

Expected impact on corruptioisruption of the corruption chain in the proce$sssuing
residence permits by the Foreigners’ Police, bregplof mediator networks, introductig
of enhanced and advanced handling of foreignefairaf

3.5 Establishment of the General Inspection of th8ecurity Corps

Responsible agenciinistry of the Interior

Deadline:June 30, 2011

n

Performance indicatorTo submit to the Government a draft General Inspecof the
Security Corps Act.

Expected impact on corruptioAn independent inspection of security forces.

Non-legislative Measures

3.6 Analysis of the Effective Regret Clause

Responsible agenciMinistry of Justice

Co-responsibilityMinistry of the Interior, Office of the Governmeoitthe Czech Republic

Deadlines - Performance indicators:

January 31, 2012 — To submit to the Governmentparteanalyzing and evaluating cas
in which the authorities used the special provisiareffective regret (in keeping with Artic
163 of Act No. 140/1961 Coll., as amended) and rtuppse reintroduction of the spec
effective regret provision or other alternativeusiains to bribery cases.

es
e
al

October 30, 2012 — To submit to the Government &ft deintroduction of the speci
effective regret provision for relevant offencescofruption.

=2

Expected impact on corruptiobevelopment of an efficient anti-corruption tool.

Background information:

The old and no longer enforced Criminal Code (Aeti63 of Act No. 140/1961 Col
stipulated the application of effective regret arraption cases as follows: the bribe giver

l.)
(the

individual offering a bribe in a corruption or imect bribery case) will not be punished

(i.e. will no longer be criminally liable) shoultddy promise or give a bribe locally (i.e. no
representatives of foreign entities) after havirggrb requested to do so and reported
request in their free will and without any undudagigwith all due respect to external and
personal circumstances) to the Police or a pulbbsgxutor.

t to
such
his

International organisations which monitor Czech #jg in the light of its implementation
of various international obligations (primarily tli@ECD and the Council of Europe) have
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been rather negative about the use of effectiveetege have feared its abuse. Most of their
reservations concern corruption abr8aven though effective regret was meant to become
an efficient anti-corruption tool, there is no tyggy or statistics of cases in which the
authorities actually resorted to this instrumenty.(ehe Supreme office of prosecution
in Slovakia listed one case back in 2007 and 6scaksuspended indictment).

GRECO, which, unlike the OECD, monitors primarilgriciption on the national level, has
also expressed its concerns. It fears abuse afteféeregret because of its power to remove,
automatically and fully, criminal liability of thperpetrator regardless of the size of the bribe
and seriousness of the case. Some countries haentlse received recommendations
to review their effective regret practice and tvaduce remedies. International organisations
have reported negatively about countries which dia ignore their recommendations
concerning implementation of international instrumse GRECO, however, understands that
the automatic extinction of criminal liability im\antegral part of the effective regrert as such.

The Czech Republic should therefore think twiceobefreintroducing the effective regret.

We have to keep in mind that there is no analysisages in which effective regret was
successfully used. Moreover, it is not recommendeextend application of effective regret

beyond the old practice. It is important to motevétte bribe givers to communicate with the
Police immediately after having promised a bribelmfore actually giving it (the transaction

can therefore be documented as fictitious transfei$ also important to make sure that a
bribe which had already be given got confiscatedl @md up back in the hands of the giver.
There are other tools, however, which may havestiee impact as the effective regret —
e.g. the cooperating witness tool. Say, a briberggives a ‘bribe’ with the intention to get

evidence and immediately reports such bribe-gitmthe Police. It is also possible to report
the case to the Police before the bribe-givingactdas an ‘agent’.

3.7 Analysis of the Effectiveness of corruption ingstigation in the activities of the Czech
Police

Responsible agenciinistry of the Interior

Deadlines - Performance indicators:

June 30, 2011 - To submit to the Government a teporesults of corruption investigation
led by the Police of the CR including measures psed to amend potential deficienc|es
(together with relevant deadlines).

June 30, 2012 — To submit to the Government inftionaabout the implementatign
of conclusions included in the Analysis of the effeeness of Czech Police's operatjon
in criminal procedure in cases of criminal actscofruption in the activities of the Czech
Police .

Expected impact on corruptiorQutline of information necessary to improve palg
of corruption in the Czech Republic.

® In case that a Czech entrepreneur reported tBdliee of the CR his bribe given to a foreign déflonly after
having returned to the Czech Republic, the law meiment bodies will not have sufficient grounds
to intervene against such corrupt official, to eotlevidence, and/or to challenge the decision made
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3.8 Reinforcement of the restitutive function of ciminal proceedings including seizure
and forfeiture of proceeds from crime

Responsible agencMinistry of the Interior

Deadline:June 30, 2011 / on-going

Performance IndicatorsTo draft an analysis of a rollout of measures ihi@ng
comprehensive, logistical, organisational, and iothanges to:

— Pave the way for restructuring of the Unit for Dtilen of Corruption and Financial
Crime (UOKFK) and to establish a dedicated workplée detect and seize proceeds
from crime and prevent their legitimization. We desxperts - financial investigatorg -
on all levels of the Police of the CR organisatiostaucture. All levels of the Polic
of the CR shall reinforce their restitutive appiodo the prosecution of criminals wit
the aim to seize criminal assets or perpetratorgpgsty in order to satisfy justifie
claims of victims of such crime and to facilitateyment of damages.

S o

— Increase the number of the Unit for Detection ofrrGption and Financial Crimg
instructors and to create an active and efficigstesn of financial investigation trainirjg
(complemented by new and upgraded equipment).

— Make sure that financial crime investigation tearossist of both financial investigators
and investigators of general crime. Detection anekstigation of proceeds from crime
should not be limited to economic crime only.

- Make sure that general investigation of complexesass from the very onset
complemented by financial investigation (not adstmdtive but pro-active) led hy
a financial investigator who is available and ne¢rburdened with his own cases. In lgss
complicated cases, the investigator in charge effile may be simply assisted anpd
guided by a financial investigator.

— Adopt measures allowing for personal liability diet Police management for the
detection and seizure/forfeiture of proceeds fraime including bonuses/sanctions for
the success/failure of the given case (applicdisteuighout the entire Police service).

— Instruct all investigators in the sense that theesekey questions asked by each
investigator (what, who, where, when, how, why, afr whom?) should
by complemented by others, such as ‘for how much?Where are the proceeds? All
investigators on all levels have to be aware ofptfoeeeds issue.

— Improve cooperation in between the law enforceraedttax authorities;

- Request mandatory and reviewable uniform statistics

— Regularly draft statistical reports and to subrhénh to the Police management together
with a comprehensive analysis and proposed measures

Expected impact on corruptiorA reinforced system of detection and seizure/farfe
of proceeds from crime and detection of attemptkegitimise such proceeds. Introductipn
of a comprehensive approach to investigation ledekgerts in economic, financial and
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general crime.

Background information:

Seizure of proceeds from crime is much more theoobof combating corruption. Successful
detection, investigation seizure and, primarilyffédgure of criminal assets will reduce the
incidence of crime for perpetrators, having logtitiproceeds, will lack motivation to commit
crime. It is extremely important in combating theganized crime, perpetrators of which
‘invest’ a part of their proceeds to maintain fdénrelations with the public authorities.
Seizure and forfeiture of such assets has a polvariti-corruption potential since the
diminishing profit from crime leaves no room foetpayment of bribes of kickbacks. Hand
in hand with seizure and forfeiture of proceeds stall fight legitimisation of such assets.

Seizure and forfeiture of proceeds from crime hlbeeome key priorities of both the Police
Presidium and the Regional Police Headquarters.eSegions, however, offer little support
in this respect.

One of the flagrant examples of Police supportefige and forfeiture of proceeds from
crime is dissemination of relevant guidelines anethudology. The key responsibility for
guidelines was entrusted, several years ago, inhtweds of the Unit for Detection
of Corruption and Financial Crime. The Unit, howewappointed one single member to take
responsibility over the issue. Given the complewityseizure and forfeiture of proceeds from
crime and the extensive need of expertise, sught&in is more than unbearable.

It is highly recommended to establish, under thebnetta of the Unit for Detection
of Corruption and Financial Crime, a taskforce datid to seizure and forfeiture of proceeds
from crime. At the same time, all levels of theiB®lof the CR organisational structure will
have to employ trained financial investigators. Alels of the Police of the CR shall
reinforce their restitutive approach to the prosiecuof criminals with the aim to seize
criminal assets or perpetrators” property in otdesatisfy justified claims of victims of such
crime and to facilitate payment of damages.

In most complex cases, criminal proceedings andeeniing of crime should include active
financial investigation (more pro-active than a gienadministrative search of databases from
the investigator’s desk). Such financial investagashall not be limited only to the detection
and documenting of proceeds from the crime curyanilestigated, but should be extended
to a comprehensive investigation of the suspec€&altv. Such financial investigation should
be entrusted in the hands of an experienced fiahmorestigator who should cooperate and
coordinate with the lead investigator.

3.9 Police of the CR Data Protection and Sharing

Responsible agenciinistry of the Interior

Deadline:on-going/ December 31, 2012

Performance indicatoito create, within the Police of the CR, properditans for safe and
controlled data sharing, especially in the fieldsefious economic crime, financial crime,
and corruption, including analytical informationhd objective is to enhance and reinforce
cooperation of units with nation-wide responsik@bt with other Police of the CR services.

We recommend developing new Police of the CR infdrom systems and databases in order
to increase transparency, efficiency, and speé&bbfe proceedings.
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Expected impact on corruptioRrotection is the best tool to prevent corrupt alafdata.

3.10 Support of Electronic Criminal Proceedings

Responsible agenciMinistry of Justice

Co-responsibilityMinistry of the Interior

Deadlines - Performance indicators:

on-going- To support the Electronic Criminal Pratiegs project.

December 31, 2012 — To submit to the Governmengmort on electronic criminal
proceedings together with proposed steps to deslop system.

Expected impact on corruptiomransparent file keeping in criminal proceedings.

3.11 Streamlining of the flow of information from the financial sector to law
enforcement bodies

Responsible agenciinistry of Finance

Co-responsibilityMinistry of the Interior

Deadline:August 31, 2011

Performance indicatoifo submit to the Government a feasibility studytexfhnical, costs,
and legislative aspects of the proposed processredimlining the flow of information from
the financial sector to the law enforcement bodidhe study should include
analysis of necessary legislation changes and dtstbe paid from the central budget)
as well as a comprehensive comparison of operdtioosts on one hand and private and
public savings on the othér.

Expected impact on corruptioAn effective process of receiving information frémancial
institutions.

Background information:

To receive confidential information from a finarciastitution (primarily bank secrecy

protected), the Police has to seek approval of @igpprosecutor in criminal proceedings
(in keeping with Article 8, Para. 2 of the Code@ifminal Procedure) and await response
which may take weeks to come. This delay is cleaflipenefit for perpetrators of economic

" Government Decree No. 222 of March 22, 2010 onfaHewing steps to implement tasks stipulated bg t
Information on the implementation of tasks defitidhe National Action Plan of Combating Terroriand the
Government Strategy to Combat the Organized Crintean reinforcing the system of information floverin
financial institutions to the authorities empowetedeceive such information.
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crime who have enough time and space to perfornsactions in order to move their assets
abroad. Moreover, this elaborate process of exahgngumerous queries and answers
overburdens both law enforcement bodies and fihnstitutions.

Our objective is to maintain the level of the lamfagcement access to information protected
by bank secrecy while accelerating and streamlirihrgy first query (identification of the
financial product and its owner) and the answat. to

3.12 Developing Guidelines of Police Anti-corruptio Conduct

Responsible agenciinistry of the Interior

Deadline:June 30, 2011

Performance indicatorTo develop guidelines of Police conduct in conmptsituations;
to create a training manual for members of thedéalf the CR.

Expected impact on corruptiofProfessional approach of the Police to citizensoming
a suspicion of corruption.

Background information:

To complement the manual of useful information amcbmmendations to citizens who may
be exposed to corruption and wish to assist thieocaities in detecting and curbing this type
of crime, we wish to develop a similar manual fbe fpurposes of other individuals who,
in line of their duty, receive bribe offers.

The above guidelines to be used as a training itodPolice schools and an everyday
companion of, primarily, members of the order araffic Police, will reinforce Police
professional competences and readiness to apphggsional standards in all corruption-
prone situations as well as serve as a tool togmtesorruption of policemen on duty.

3.13 Introduction of life-long education and trainng of members of the Police of the CR
in anti-corruption matters and aspects of detectiorand seizure of proceeds from crime

Responsible agenciinistry of the Interior

Deadline:June 30, 2011

Performance indicatofTo complement the current system of life-long &oliraining ang
education with a compulsory body of life-long aodruption training and to reinforce the
current system of Police dedicated training in cket@ and investigation of corruption and
serious crime as well as in seizure and forfeitafeproceeds from crime and their
legitimisation. To develop the current curricula &old extra training hours dedicated
to decision-making capabilities and professionateorruption conduct.

To create curricula of life-long anti-corruptioraitning and education for particular target
groups of policemen who face an increased riskibiby.

Expected impact on corruptioReinforced Police anti-corruption attitude; awassnrising
of the negative impact of corruption.
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Background information:

Police education and training is designed and methdry the Ministry of the Interior —
Department of Education and Management of Polid®&ls. The department is responsible,
among others, for designing a comprehensive sysierRolice life-long education and
training. The system guarantees professional emuncat all members of the Police provided
in line with respective entry-level training andther expert training curricula. In cooperation
with the Police Presidium of the CR, we recommeandciieate a comprehensive system
of dedicated life-long anti-corruption educationdatraining designed for target groups
of policemen who face an increased risk of brilzerg to reinforce the current Police training
in detection and investigation of corruption andiaes crime as well as in seizure and
forfeiture of proceeds from crime and their legigation.

3.14 To sign the Agreement for the Establishment dhe International Anti-Corruption
Academy as an International Organization

Responsible agenciinistry of the Interior

Co-responsibilityMinistry of Justice

Deadline:December 31, 2010

Performance indicatoifo submit to the Government a proposal to signAgeeement for
the Establishment of the International Anti-Coriapt Academy as an International
Organization so that the Czech Republic becamebtre Academy founding membefs.

Expected impact on corruptiotEstablishment of a dedicated anti-corruption neteand
education institute which will develop policies apdocedures to prevent and combat
corruption.

Background information:

The UnitedNations Office on Drugs and Crim{f&dNODC) and the Republic of Austria had
initiated an establishment of an International Awrruption Academy — IACA (hereinafter
only the ‘Academy’).The Academy will serve as atecerof excellence for anti-corruption
research, degree-based learning and the developwhgrtlicies and procedures to prevent
and combat corruption.

The Academy will facilitate exchange of experieméemembers of the academia, students,
civil servants, and experts from the private see®mell as representatives of international
organisations and NGOs worldwide. Primarily, it lWdcus on the training of policemen,
judges, public servants, and representatives ofafi companies engaged in fighting
corruption. The Academy will significantly reinfe@acompetences of the respective experts
regardless of where they come from. It will boosternational cooperation, exchange
of information and expertise, networking, and comrstandards.

8 Based on the Agreement, the academy is to becarirgeanational organisation. For that very reasoshall
be ratified by the President pursuant to its redifon by both chambers of the Czech Parliament.
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The Czech Republic will actively participate in theademy activities. The Police of the CR,
Offices of prosecution, courts, and other publi¢hatities will send their representatives
to not only to attend training but also to act eachers and instructors. Last but not least,

the Czech Republic will offer financial supportthee Academy.

3.15 Establishment of a Police Ombudsman

Responsible agenciinistry of the Interior

Deadline:March 31, 2011

Performance indicatoifo establish, within the organisational structof¢he Ministry of the

Interior, the Office of the Police Ombudsman totpob interests of policemen who may

suspect unlawful conduct in the Police of the CR.

Expected impact on corruptiofReinforcement of an independent source of infoiong
on potential corruption in the Police of the CR nbenship.

3.16 Introduction of measures to prevent corruptionand bureaucracy in immigration
(visa) practice

Deadlines (responsibility, co-responsibility) - fé@mance indicators:

On-going and regularly prior to March 31 of theldaling calendar year (responsibilit

Ministry of Foreign Affairs, co-responsibility: Mistry of the Interior) — To introduce HR
and technical measures to prevent corruption ardssary bureaucracy in immigratipn

(visa) practice, to provide for their regular revéeand annual reports to be submitted to
Government.

December 31, 2012 (responsibility: Ministry of Laio@nd Social Affairs, co-responsibility:
Ministry of the Interior) — To submit to the Govenant o draft bill introducing stricter rules

=

the

regulating activities of ‘facilitators’ and simila@gencies arranging jobs for foreigners. Such

job agencies should be made more responsible éocithumstances of the given foreigne

r's

stay and work in the territory of the Czech Repulaind held liable for potential abuse

of foreigners in the labour market.

Expected impact on corruptiofio prevent unfair conduct of job agencies targetoreign
clients. Reinforced public control of immigrantshanced collection of taxes, enforcem
of compulsory insurance, etc.
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4. Law Enforcement Bodies — Offices of Public Prosation and
Courts

Legislative Measures

4.1 Reinforced independence and accountability of fices of Public Prosecution for the

execution of their entrusted powers

Responsible agenciinistry of Justice

Deadlines - Performance indicators:

February 29, 2012 — To submit to the Governmentulgjest-matter of the new State

Prosecution Act, which will include strengtheninfytbe state prosecution's independe
and responsibility for the discharge of entrustatharity. It will include proposed chang

nce
ES

in the manner of appointment and recalling of Iegdistate prosecutors, manner

of supervisory authority of superiors, manner amwinf of giving binding directives and also

a change in the manner of assigning cases.

June 30, 2012 — To submit to the Government a State Prosecution Act.

Expected impact on corruptiorReinforced independence and accountability of ceff
of Public Prosecution in criminal proceedings.

4.2 Introduction of stricter penalties for corrupt conduct of public officials

Responsible agencMinistry of Justice

Deadline:December 31, 2010

Performance indicatoiTo submit to the Government a draft amendmentrohi@al Code
to enact stricter penalties for corruption, esdbc@orruption of public servants.

Expected impact on corruptionfo deter the potential perpetrators of corruptemd
to reduce the incidence of corruption related crime

Non-legislative Measures

4.3 Change of local competences of law enforcemdmbdies in cases of crimes related

to public administration and self-governments

Responsible agenciinistry of Justice

Co-responsibilityMinistry of the Interior
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Deadlines - Performance indicators:

September 30, 2011 - To submit to the Governmdaasibility analysis of measures to free
law enforcement bodies from the influence of reglanterests in cases of crimes perpetrated
by public servants in public administration andaloself-administration and to propose ngw
and powerful provisions.

June 30, 2012 — Based on the presented analysistdioithe Government relevant legislative
act drafts.

Expected impact on corruptio@bjective investigation of crime, reduction oferltelism and
nepotism.

Background information:

Article 18 of the Code of Criminal Procedure stgiek that court proceedings shall be carried
out by the court in the judicial district in whiche crime was committed. Crimes related
to public servants (representatives of either thelip administration or local self-
administration), with the exception of crimes unter competence of the Unit for detection
of Corruption and Financial Crime, Service of then@inal Police and Investigation, in the
given region, and provided the case does not faleuthe material competence in line with
Article 17 of the Criminal Code or unless the criseene was outside the given region, are
investigated and prosecuted by the local Poliasgll®ffice of Public Prosecution, and by the
local County Court. Representatives of the abovatimeed public authorities often have
very close relationship which generates ground<lientelism (these individuals are either
friends, acquaintances, or even relatives, towalsnannicipalities provide them with service
housing, etc.). It is therefore very difficult taovide for objective criminal proceedings
or investigation of a complaint, where the compainor the damaged party is a municipal
authority.

Even though it is possible, in keeping with Artid@ of the Criminal Code, to exclude a law
enforcement body from criminal proceedings, suclasuee would be dysfunctional since
it is up to the discretion of the given body to ide¢c whether it feels biased against the case
or individuals involved and complaints are directedhierarchical superiors.

4.4 Feasibility analysis of non-conviction based ofiscation of criminal proceeds

Responsible agenciinistry of Finance

Co-responsibilityMinistry of Justice, Ministry of the Interior

Deadline:February 29, 2012

Performance indicatoifo submit to the Government a feasibility analydison-conviction
based confiscation of criminal proceeds primariby taxation.

Expected impact on corruptioReinforced confiscation of criminal proceeds.

Background information:

In some cases, the authorities fail to prove teaess, the owner of which has failed to prove
the origin of the above, are in fact proceeds forime. The feasibility analysis shall develop

48



on our capacity to tackle such assets while mairgeesumption of innocence and protection
of ownership rights in a democratic rule of law.eTanalysis should therefore concentrate
on possibilities of indirect confiscation of suchsats primarily via taxation, introduction
of reinforced powers of tax authorities, and enledncooperation of tax authorities with law
enforcement bodies especially in the field of infation exchange and subsequent control
activities. Last but not least, the analysis shodddelop on feasibility of a special form
of taxation which would depend on a final and caairle court judgement of perpetrator’s
guilt of intentional crime generating or meant engral criminal profit. The analysis should
include a general description of the issue and npiatie confiscation of illegal proceeds
through taxation.

4.5 Reinforced supervisory and disciplinary power®f the Ministry of Justice over legal
professions

Responsible agenciMinistry of Justice

Deadline:June 30, 2011

Performance indicatorTo submit to the Government a feasibility analysisreinforced
supervisory and disciplinary powers over court swekperts and interpreters, executors,
notaries, and insolvency agents.

Expected impact on corruptioReinforced public supervision of selected prof@ssi

4.6 Special tribunals and dedicated units of Office of Public Prosecution to fight
corruption and financial crime

Responsible agenciinistry of Justice

Deadlines - Performance indicators:

September 30, 2011 - To submit to the Governmergpart on feasibility and potentia
development of Special Tribunals and Dedicated 2Joit Offices of Public Prosecutign
to fight Corruption and serious Financial Crime.

June 30, 2012 - Based on the presented informatidmmit to the Government relevant
legislative act drafts.

Expected impact on corruptiorEfficient and transparent court and public proseou
activities in combating corruption.

4.7 Life-long education of judges and public prosedors

Responsible agenciinistry of Justice

Deadline:June 30, 2011

Performance indicatorTo facilitate life-long education and training pfdges and publi

A\ X4
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prosecutors at the Judicial Academy in fightingraption and seizure/forfeiture or proceeds
from crime.

Expected impact on corruptiomncreased awareness of corruption as well as haped
judicial practice in prosecuting corruption relatages.

Background information:

Even though the Justice Academy (a part of the misgdonal structure of the Ministry
of Justice) offers comprehensive curricula in adicessary areas, it does not have any
dedicated corruption-related courses. Moreoverggsdand public prosecutors are not
required to take any courses at all and partiapas voluntary.
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5. Law-making Power

Legislative Measures

5.1 Introduction of a central register of record-keeping bodies in keeping with
the Conflict of Interest Act

Responsible agenciinistry of Justice

Co-responsibilityMinistry of the Interior

Deadline:June 30, 2011

Performance indicatofTo establish a central register of record-keegpindies in keeping
with the Conflict of Interest Act in order to fatdte public access to relevant information
on the Internet.

Expected impact on corruptioBnhanced public control of public officials.

Background information:

One of the key provisions of the Conflict of Interé\ct guides the introduction of registers
in which public officials disclose information caroing their assets, income, and liabilities.
Access to such registers is free (pursuant to eienrapplication) and is also available on the
Internet. Such registers are an important tool ablip control and therefore there

is a universal right to report incorrect or incoetgl record. The record-keeping body shall
inform the complainant about measures taken teecothe record. The use of this right may
make public affairs significantly more transparemd may lead to disclosure of unfair

or even unlawful conduct.

To facilitate easier and comprehensible accessnformation, we propose to establish
a central database of record-keeping bodies, witiamtain, in keeping with the Conflict
of Interest Act, databases of activities, propeggords, and records of income, gifts, and
liabilities.

5.2 Amendment of the Rules of Procedure of the Paaiment of the Czech Republic and
the Rules of Procedure of the Senate of the Czeclepublic

Responsible agenc@ffice of the Government of the Czech Republic

Deadlines - Performance indicators:

December 31, 2012 — To submit a draft amendmenthef Rules of Procedure of the
Parliament of the Czech Republic which will alloar amendments of law to be submitted
in the second reading by committees, groups of BfPan individual MP only after having
been debated in the respective committee.

December 31, 2012 - To submit to the Governmedtadt bill to amend the legislative
process in the sense that all submitters, includifgs and Senators, will be required
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to assess the Regulation Impact Assessment (RId)tlaa Corruption Impact Assessment
(CIA) to all draft bills, respectively to all amements. The draft legislation should include
a provision prohibiting submission of supplementang unrelated draft provisions of law.

December 31, 2012 - To submit a draft amendmenthefRules of Procedure of the
Parliament of the Czech Republic to prevent nonsparent distribution of financing
through amendments to the Central Budget Act (refeto as ‘bear portioning’ a& process
by which MPs propose subsidies in the course optlg the public budget. It has been
widely criticized by the public and NGOs as nom#gjareny.

Expected impact on corruptiofRemoval of the practice of submitting draft indstent
amendments of law, which are very hard to implemergractice. Enhanced transparency
of distribution of the central public budget.

Background information:

Debates on draft amendments submitted in the CPecliament are guided by the Rules
of Procedure of the Parliament of the Czech Repudnhid the Rules of Procedure of the
Senate of the Czech Republic (Acts No. 90/1995.GoPart Xl and No. 107/1999 Coll. —
Part VIl). The Rules of Procedure of the Parliamehtthe Czech Republic allow the
parliamentary committees to submit, in the secoeading, recommendations and draft
amendments of law. Individual MPs also have thétrig submit their draft amendments
of law. Pursuant to that, the 72 hour statutorygaebefore that may be voted on in the third
reading would commence when the draft amendmentawofare sent to all MPs. Senators
also have the right to submit their own amendmehtaw in the course of their debate in the
Senate. The law-making initiative (draft bills) f@@ns to the Senate as a whole. Should the
Government, MPs, senators, or representativesgionme with to present a draft bill to the
Parliament such draft must include an explanateport to which the submitter(s) attach
an impact analysis (on the public budget or, faregle, equal opportunities). Amendments
of law, however, do not require such reports. Tisatvhy laws are often of low quality.
The possibility to submit amendments of law withaay proper explanation reports supports
lobbyists and NGOs in their efforts to influence 84Eertainly, corruption may be involved.

5.3 Draft Criminal Liability of Legal Persons Act

Responsible agenciinistry of Justice

Deadlines - Performance indicators:

December 31, 2010 — To submit to the Governmentaft €riminal Liability of Legal
Persons Act. The enactment of corporate crimiraility is a condition for ratification
of the UN Convention against Corruption (UNCAC).will stop the Council of Europe
complaints about insufficient compliance of the @rdrepublic with the Criminal Law
ConventiononCorruption and the OECD cautions for non-compliandgéh the OECD
Convention on Combating Bribery of Foreign Publifficdals in International Business
Transactions.

December 31, 2011 — The Government will meet atidd@mns required for the Czech
Republic to ratify the UN Convention against Cotrap (UNCAC), signed by the Czech
Republic on April 22, 2005 and to comply with praieins of the Council of Europe Criminal
Law Conventioron Corruption, signed by the Czech Republic on Octdlfer1i999 and th

W
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OECD Convention on Combating Bribef Foreign Public Officials in Internationa
Business Transactions, signed by the Czech Repoiblizecember 17, 1997.

May 31, 2012 — To submit to the Government a dvaftatification of the UN Convention
against Corruption.

Expected impact on corruptio€orporate criminal liability for selected crimeagcluding
corruption.

Background information:

The new legislation should introduce a functionaécimanism to make legal persons
criminally liable for corporate conduct defined @sninal. The new law will not only enact
criminal liability but also stipulate, which bodiesill be responsible for the detection,
investigation, analysis, and sanctioning of sucimdomt. Most international conventions
do not include any provisions concerning the natfreorporate liability or sanctions for
criminal conduct. International conventions onlyclude that contractual parties shall adopt
measures to enact corporate criminal liabilitydonduct guided by the respective convention
(contractual parties may adopt criminal, admintstea or civil liability for unlawful
conduct). As for sanctions, international convamionostly limit themselves to a declaration
that sanctions imposed on corporate entities Sleadifficient, proportionate, and deterring.

Most democratic countries opted for corporate arahliability for the following reasons:
- Corporations shall be held liable for corporatenes$ investigated in the respective
criminal proceedings;
- Law enforcement bodies have sufficient expertiapacity, and powers,
- Law enforcement bodies can use international legkl
- Criminal proceedings facilitate proper supervisidthe case by an independent court.

Non-legislative Measures

5.4 Enhanced transparency of political parties” fiancing

Responsible agenciinistry of the Interior

Deadlines - Performance indicators:

June 30, 2011 - To submit to the Government a @malptw legislate in order to enhance
transparency of political parties” financing.

May 31, 2012 — To submit to the Government a do&fiAct on the supervision of the
management of political parties and movements badtendment of certain other Acts.

Expected impact on corruptionTransparent financing of political parties as well
as transparent financing of election campaigns.

Background information:

Audits of political parties’ financing most ofteniticise its lack of transparency. Their annual
reports do not reveal expenses properly and anetsted so that it is not possible to find out
how the given party manages its assets. The Pamtiichecks the completeness of annual
reports and does not perform any independent aMiditeover, parties have the discretion
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to select auditors to their liking. It is recommeddo require all political parties to keep their
accounts in the Czech National Bank.

5.5 Feasibility analysis of comprehensive regulatmof lobbying

Responsible agenc@ffice of the Government of the Czech Republic

Deadlines - Performance indicators:

April 30, 2012 - To submit to the Government anlgsia of lobbing regulation in the Czech
Republic. The Czech Republic will have to find thesst approach to regulation and clafify
issues such as transparent relationship betwedrciaols and civil servants on one side and
lobbyists on the other, define lobbying, a lobhyastd contacts with lobbyists. Lobbyists will
be required to register (register of lobbyists Wil available on the Internet and the law will
stipulate sanctions for violations of law and thenforcement).

August 31, 2012 - To submit to the Government & dfa_obbying Act.

Expected impact on corruptio@lear rules of legal lobbying and its clear distion from
unlawful corrupt conduct.

Background information:

Lobbying is generally perceived as an integral mdéra democratic process and a typical
demonstration of advanced democracy. As such, auldhbe transparent and legitimate.
In the Czech Republic, however, lobbing has rathegative connotations and is often
perceived as closely related to corruption.

In the Great Britain, lobbing is regulated in thentext of the parliament and there
is a professional association of lobbyists. Membzfrdhe parliament as well as members
of the association have to observe a Code of Etlins of the key conditions of membership
in the association is compliance with the Code tfids while MPs have to register their
financial interests. The Committea Standards in Public Life enforces high ethics ibljgu
officials’ conduct. In the US, there is the LobhyiDisclosure Act, which requires lobbyists
to register themselves after their first lobbyingtivaty or after having accepted an offer
to perform such activity. Lobbyists are required lay to draft regular activity reports.
The Lobbying Disclosure Act prohibits lobbying ielected organisations and there is a list
of public positions holders of which are requiredrefrain from lobbying for the period
of one year after leaving the position. Members thfe United States House
of Representatives, Senate, and the American Astsoi of lobbyists are also bound
by a Code of Ethics. Individual states have theindegal norms to regulate lobbing, which
are often far more strict than the above federal. IRegulation of lobbing in the EU
institutions is far more complicated. The three miagportant institutions — the European
Commission, European Council, and the Europeanapaeht have introduced a system
of voluntary registration of lobbyists, which hasver been unified. In the past years, the EU
officials have been considering a stricter and nuoriéed approach.

5.6 Introduction of mandatory Corruption Impact Assessment (CIA)

Responsible agenc®ffice of the Government of the Czech Republic
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Deadlines - Performance indicators:

January 31, 2012 — To submit to the Government queg strategies for creation
of methodology of evaluation of corruption risks.

June 30, 2012 - Based on these strategies subihi¢ tGovernment a proposal to implement
obligatory evaluation of corruption risk impacts agart of the explanatory report on the
legislative act presented into the legislative pesc To submit a proposal that would enable
retrospective evaluation as well.

Expected impact on corruptionTo prevent adoption of laws which include a risk
of corruption.

5.7 Introduction of a codes of ethics for all eleed representatives

Responsible agencyoffice of the Government of the Czech Republicnistiry of the
Interior

Deadlines - Performance indicators:

September 30, 2012 — To submit in cooperation wigmbers of the Czech legislatyre
a draft ethical codex of the Member of Parliament Senator.

December 31, 2011 — To submit to the Governmentndment of the Act No. 128/200
Coll., on municipalities (municipal organizationgs amended, Act No. 129/2000 Coll., lon
the regions (regional establishments), as amend@d\eat No. 131/2000 Coll., on the Capital
City of Prague, as amended, in which a new obbgatvill be set to publish an ethical codex
of a member of local/regional representation.

Expected impact on corruptio@iearly defined rules of conduct of elected reprn¢stives.

Background information:

A Code of Ethics is a bylaw, which is voluntarilgdapted by a group of people (in this
respect by elected representatives) or imposedhéyceéntral authority (to regulate public
servants’ conduct). Codes of Ethics are sets oflajmes for public officials designed
to secure impartiality and prevent conflict of i@st. They promote honest and fair treatment
of the public and colleagues. Codes of Ethics carvdry different and there are no rules
guiding their contents. Neither the Parliament that Senate has a Code of Ethics. Elected
representatives’ Codes of Ethics on the local lerel quite rare, but the situation keeps
improving.

By all means, Codes of Ethics are an integral anportant element of healthy political
culture and their existence indicates the will lné elected representatives to be transparent
and fair. Codes of Ethics are here to make meetwfigsunicipal councils more transparent
and to facilitate public access to information whids often kept confidential
(e.g. remunerations and gifts). Codes of Ethicsyeéwer, are not an automatic guarantee
of transparent and fair conduct of elected reptasiers, but often serve as a good tool
in building efficient and transparent self-govermme

Codes of Ethics enhance the public confidence @ir thlected representatives who bound
themselves to comply with their provisions. By ew to observe the Code of Ethics,
the elected representative expresses his awarehéss personal accountability and liability
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towards the public. Codes of Ethics are a good itothe hands of the public to require their
elected representatives to act ethically and m\iith standards set forth in the norm.

5.8 Feasibility analysis of fighting corruption inthe private sector

Responsible agenc®ffice of the Government of the Czech Republic

Co-responsibilityMinistry of Justice

Deadline:December 31, 2012

Performance indicatoTo submit to the Government an analysis of aotruption efforts
in the private sector, including the identificatiai key challenges and their potential
solutions.

Expected impact on corruptiohess corruption in the private sector.
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