INTOSAI WORKING GROUP

ON
FIGHT AGAINST CORRUPTION AND MONEY,LAUNDERING

“Corruption and Money Laundering: Challenges for

Supreme Audit Institutions”

1. General Provisions

The problem of corruption and money laundering esdming more and more
urgent for Supreme Audit Institutions from yearyt&ar; the importance of their role and
position in the process of combating these negaphenomena is difficult to
overestimate. Nevertheless, despite all efforth lothe frame of national SAls and at
the international level, the scale of corrupt pas and, most important, the general
trend of their development, unfortunately, contigixeng rise to serious concern.

It should be noted that corruption and money latindeis the most serious threat for
SAls themselves. A Supreme Audit Institution isriy means something separate and
isolated from the external world, protected agathst problems of internal nature. A
SAl, just as any other structural element of styttem, is affected by the entire range
(from external to internal factors) of negativelueince caused by corruption and money
laundering.

The complexity of this problem is exacerbated bg fact that a Supreme Audit
Institution, as a rule, is on the very edge of dméi-corruption activities of the State.
Any flaw in the overall system of SAl operatiomrrespective of whether it is of external
or internal nature, may be a disastrous factortf@ implementation of the entire
national anti-corruption strategy (programme).

This gives rise to a task, the importance of whsctifficult of overestimate: to identify

the range of threats for Supreme Audit Institutitmesn the viewpoint of corruption and
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money laundering. Evidently, the compiled list o&im challenges may become an
essential support for SAls. On the one hand, it alibw paying attention to those
threats that, due to these or that reasons, rethaimteof the eyeshot of Supreme Audit
Institutions in the frame of anti-corruption actigs. In other words, the list may help to
create conditions for more complete coverage afupbtogenic fields and minimization
of risks of emerging facts of corruption and motayndering.

On the other hand, the list may become one of stippaterials to be used in the
formation (improvement) of the system of measure®ed at combating corruption and
money laundering. Evidently, the effectiveness ofi-aorruption activities directly
depends on the purposefulness of anti-corruptitimites of Supreme Audit Institutions
and other public institutions involved in the implentation of the national strategy
(programme). In this case, the compiled list mayalsarting point in the development
of the most rational system of measures, which @euhultaneously provide for a point
impact on specific negative practices and assweefullest coverage of corruptogenic
areas.

These recommendations have been developed, firsallpfto achieve these very
objectives.

Taking into account the complexity of the problems, well as the specific nature of
national legislations and the systems of combatorguption and money laundering, the
list cannot include absolutely all challenges. éintains the most common threats
specific for most Supreme Audit Institutions.

This provision gives rise to the following main ctusions:

— the list may and should by supplemented and iwgatoThis process is caused by the

fact that forms, methods and points of applicatbrrorruption and money laundering
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are not static. This fact forces Supreme Audit ilasbns to constantly search for
countermeasures and modernize the system of efecbunteracting these negative
practices;

— The compiled list of challenges may be consida®d basic material and be adapted
to national conditions with due account of the piecties of legislation, the acuteness
of problems SAl faces, etc.

As for the structure of the list, it is divided entwo groups: challenges of external nature
and internal threats.

Evidently, the capacities of Supreme Audit Insitins to counteract external challenges
may be significantly limited due to the specialtigas of national legislation. However,
their consideration in everyday anti-corruption\ates will contribute to improving the
effectiveness of the system of measures to condratifition and money laundering in
general.

According to initial estimate, the success in ceung threats of internal nature largely
depends directly on a Supreme Audit Institutiore. ion how purposefully and
consistently the SAIl deals with the problem of catiig corruption and money

laundering.

2. External Challenges

2.1. Lack of national strategy (programme) for catiy corruption and money
laundering:

— The problem of combating corruption and monewnduing at the national level loses
its importance. The consequence is public distrustate authorities and formation of

favourable conditions for the development of cotimpm
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— Lack of system approach in anti-corruption atei both at the governmental and
departmental level;

— The impossibility to assess the scale of coromptt the national level and, as a
consequence, poor possibilities to develop a sysfeanti-corruption measures;

— Lack of list of priorities of the activity aimeat combating corruption and money
laundering; the emerging of “gray zones” not codeby preventive influence of the

government;

— Lack of possibility to appraise the level of ilv@ment of a particular country into the

international system of corruption and money lauinde

2.2. Poor degree of involvement of Supreme Audstitations into the implementation
of the national strategy (programme) to countecactuption and money laundering.
The role and position of SAI in this process arededined:

— disproportionate distribution of functional loathong law enforcement agencies and
SAI, which results in low effectiveness of actiggito identify the facts of corruption
and money laundering;

— insufficient use of the possibilities of Supremedit Institutions in identifying the
facts of corruption and money laundering, as welltlee prevention of these negative
practices;

— lack of express role and position of SAI in tha&tional strategy (programme) to
counteract corruption and money laundering, whedd$§ to failures in the system of
inter-agency information exchange and, as a corseg to the lack of coordination in

anti-corruption activities of governmental instituts in general;
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— poor degree of involvement of SAls in activitemed at the prevention of practices
of corruption and money laundering, first of all,the objects of control of Supreme

Audit Institutions.

2.3. Supreme Audit Institutions are authorized ftorctions to combat corruption and

money laundering that are unnatural for SAls.

2.4. Lack of system of regulatory legal acts dnglthe powers of state authorities in the
frame of the implementation of the national strgt§ggrogramme) to combat corruption

and money laundering:

— the absence of regulatory and legal system, wiashlts in dramatic degradation of
activities of all state authorities involved in tpeocess of combating corruption and
money laundering;

— state authorities involved in anti-corruptioniaties independently determine their

functions, which leads to groundless overestimatioaerestimation) of powers;

— creation of legal conditions for inter-departnantompetition and overlapping of

functions.

2.5. Low effectiveness of the interaction of stadathorities involved in the
implementation of the national strategy (programtoe¢ombat corruption. The lack of
coordination in the activities of state authoritza®l SAI:

— violations and failures in the system of intepai@mental information exchange in the
field of combating corruption and money laundering;

— overlapping of functions, which leads to low effeeness of activities in general;
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— groundless inter-departmental competition;

— state authorities involve in the implementatidrparticular anti-corruption measures
employees without the necessary experience andlkdge typical of the specialists of
Supreme Audit Institutions;

— lack of coordination of departmental plans fog tmplementation of anti-corruption

measures, which leads to achieving a partial result

2.6. Lack of the system of examination of reguhatlmgal acts at the state level for
corruptogenic factors:

— creation of conditions for forming a corruptogel@igal system in the country;

— occurrence of favourable (from the legal poinviefv) conditions for the development
of corruption and money laundering;

— reduction of capacity of public authorities iretheld of preventing and combating
corruption and money laundering caused by limitegiof legal nature;

— impossibility for public authorities involved activities for combating corruption and
money laundering to influence the adoption of raguly legal acts containing

corruptogenic provisions.

2.7. The civil society is unprepared to positivgherceive the national strategy
(programme) for combating corruption and money dkrmg:

— nihilism, indifference and socio-political apatfiigm the part of society in respect of
the issues of combating corruption and money latingie

— the civil society is unprepared for specific meas taken by the government to

combat corruption and money laundering. The curssstem is too familiar for the
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society and prerequisites for the discontent causedhe level of corruption in the
country have not yet reached the required level,;
— public indifference, a low level of confidencetire system of state power.

2.8. The results of the SAl's activities are toeisible for the society, including the
results in the frame of the implementation of thegional strategy (programme) to
counteract corruption and money laundering:

— lack of system of communicating to the public tbsults of measures taken in the
frame of the implementation of the national strgtggrogramme) to counteract
corruption and money laundering;

— Lack of mechanisms of public control over the 'SAlctivities;

— insufficient understanding by citizens of theeraind position of the Supreme Audit
Institution in the overall process of combatingraption and money laundering; biased
assessment of the results of its activities froendart of the society;

— Incompleteness of information on the results e SAI's activities available for
citizens, which results in groundless speculat@mnd, as a consequence, to the erosion

of credibility to the Supreme Audit Institution.

2.9. Poor involvement of the Supreme Audit Insiaitin creating public intolerance
towards any manifestations of corruption and mdaapdering:
— lack of measures aimed at forming public intalemtowards any manifestations of

corruption and money laundering in the nationaltetyy (programme).
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2.10. Lack of system of criteria for the assessméetfectiveness of the SAIl's activities
in the frame of the implementation of the natiostaiategy (programme) to combat
corruption and money laundering:

— impossibility to achieve objective assessmeriisafwn activities to combat corruption
and money laundering;

— lack of basis for the formation of an optimal teys of measures in the frame of

combating corruption and money laundering.

3. Internal Threats

3.1. lll-developed (non-available) system of retuia legal acts aimed at preventing
corruption practices:

— lack of system of regulatory documents deternginboth the responsibilities of
officials to prevent the facts of corruption andmag laundering and the liability for
criminal acts committed by them;

— imperfect methodological framework preventing &ypes from acting professionally
in any situations of corruptive nature;

— employees lack clear understanding of their sighgsponsibilities, extent of liability
and algorithms of actions, which leads, on the loaed, to a sense of vulnerability to
external corruptive influence and, on the otherdyammeates an erroneous idea of the

possibility of impunity for criminal acts.

3.2. Imperfect system of personnel selection aadhitrg from the viewpoint of the

issues of combating corruption and money laundering
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— poor knowledge of the SAl's employees of the gmscof professional activities
aimed at combating corruption and money laundering;

— lack of curricula for personnel training and agtmg in the field of combating
corruption and money laundering;

— insufficient study of the issues of preventingraption threats at the stage of selection

of specialists.

3.3. Insufficiently developed system of internaomnation support of the activities of
the Supreme Audit Institution aimed at combatingwation and money laundering:

— insufficient or distorted information on the nawf consequences for those caught in
corruption or assisting in money laundering, whrelults in misinterpretation of the
results of the SAI's activities in preventing thesgative practices;

— employees’ sense of impunity for corrupt pragjqae-requisites for the expansion of
number of persons inclined to wrongdoings of suahdkwhich is caused by the
imperfectness of internal information support;

— lack of transparency in the activities of the ®@umpe Audit Institution aimed at
combating corruption and money laundering;

— impossibility to disseminate best practices oftipalar employees in the event of

occurrence of corruptive situations.

3.4. Insufficient effectiveness of the system ayanting corrupt practices from the part
of the SAI's employees:
— lack of structural units (officials) responsildle control over compliance with the

restrictions and prohibitions applied to the SAdiaployees;
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— poor formalization of requirements to the SAlmpdoyees in the frame of combating
corruption and money laundering. In particular, taek of a Code of Conduct or
ineffective practical implementation of its prowss, the imperfectness of job
descriptions, which fail to provide for officialability for corrupt practices;

— poorly developed system of forming conditiongv¥oid corrupt practices from the part
of employees in the course of performing their fioral duties (lack of rotation in the
membership of groups carrying out audit activitigtsitic nature of the relevance of the
list of audited entities and employees involvethiair audit, etc.);

— insufficient level of professional training of ployees in the field of preventing the
facts of corruption and money laundering. Inabilioy identify at an early stage the
situations with a criminal nature;

— sense of false “corporativity” providing for caaing wrongdoings committed by
colleagues;

— bureaucratic, moral and psychological barrierghi@ interaction of the staff with
representatives of a structural unit (officialsypensible for combating corruption and

money laundering.

3.5. Lack of system of assessment of internal e¢gnt legal acts adopted by the
Supreme Audit Institution for the availability abicuptogenic factors:

— availability of job descriptions and other redatg documents containing
corruptogenic provisions;

— lack of a structural unit (official) responsibfer expert examination of internal

regulatory legal acts for the availability of cqutagenic provisions;

Third Guideline — Russia- 6" Meeting (Sopot —Poland) Page 10 of 11



INTOSAI WORKING GROUP

ON
FIGHT AGAINST CORRUPTION AND MONEY,LAUNDERING

— unnecessarily formal attitude to documents regugaemployees’ activities, in
particular, in the field of preventing and combgttorruption and money laundering;

— employees’ sense of legitimacy of criminal aaid,aas a consequence, impunity for
their commitment, caused by the availability ofraptogenic provisions in regulatory
legal acts and other governing documents;

— lack of a system of multidimensional assessmém( the part of developers,
structural units responsible for legal examinatafndocuments, employees, etc.) of
regulatory legal acts;

— lack of mechanisms for amending developed angtadaegulatory legal acts for the
purpose of their improvement from the viewpoint eliminating corruptogenic

provisions.

4. Conclusion

According to the preliminary assessment, the ptesehst of threats may be used
effectively enough by Supreme Audit Institutionghbm their everyday activities aimed
at combating corruption and money laundering artdeastage of developing conceptual
provisions to create (improve) a system of antrgation measures.

At the same time, this list may be used to fornatablase of the best practices of SAls in

the field of combating corruption and money laumulgr
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