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Annex 
Approved by the RA Control Chamber Council’s 

decision # 11/3 dated March 24, 2011 
 
 
 

 

2010 annual report of the Control Chamber of the Republic of Armenia  
 

1. General description of the Control Chamber's reporting year 
 

The activity of the Republic of Armenia Control Chamber has been performed in accordance with 

the Republic of Armenia Constitution and the Republic of Armenia law “On the Republic of 

Armenia Control Chamber”, as well as annual activity plan of the Republic of Armenia Control 

Chamber for 2010 (hereinafter Annual plan). 
 

During the control implementation the Republic of Armenia Control Chamber (hereinafter Control 

Chamber) was guided by the control principals of the International Organisation of Supreme Audit 

Institutions (INTOSAI). 

 

The control results were summarized in 40 progress reports of the Control Chamber, which in 
accordance with the requirements of the RA law “On Control Chamber”, after having been approved 
by the Control Chamber Council (hereinafter Council), during ten days were presented to the RA 
President, RA National Assembly and RA Government. During 30 days after their approval the 
progress reports were placed at the Control Chamber’s website, with the exception of 5 progress 
reports, as they contain “highly confidential” information and one can get familiar with them at the 
RA National Assembly in accordance with the procedure determined by the law.  
 

Pursuant to the RA law “On Control Chamber”, RA President, RA National Assembly and RA 
Government have been presented with the conclusion on the report of the RA Government “On 
implementation of the Republic of Armenia 2009 state budget” (the conclusion has been also placed 
at the Control Chamber’s website).  
 

According to the requirements of article 24 part 2 of the RA law “On Control Chamber” the 
managers of the entities under control have provided the Control Chamber with the information 
stated in the progress reports on elimination of the revealed violations.  
 
Most generalized violations and shortfalls have been mainly included in the annual report.  
 
To get familiar with the process of the annual plan implementation in more detail the materials can 
be found on the official website of the Control Chamber (www.coc.am).  
 

 

http://www.coc.am/
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2. Inefficient and not for target use of the state and community budget funds 

 
Numerous violations and shortfalls of an inefficient expenditure were recorded in the reporting 
year as a result of the control exercised at the state bodies, communities and other organizations. 
In particular: 
 
Additions to the volumes and violations revealed in the field of urban development in Vayots dzor 
regional administration are the result of an inefficient use of the funds allocated for the technical 
and author’s control at the construction objects. The expenditure of 10,500,000 drams made for this 
purpose is inefficient.  
 
In the scope of the project on community water supply and water sewerage which is implemented 
with the support of the World bank, the expenditure made for acquiring fittings for cast iron pipes 
at the cost of 104,900,000 drams is inefficient, because the appropriate pipes have not been 
obtained and the acquired fittings are kept in the storage and it is not known when they will be 
used.   
 
Numerous examples of similar violations are presented in the progress reports of the Control 
Chamber.  
 

3. Construction works 
 

Various violations and shortfalls have been recorded during control over construction works, from 

which the most notheworthy are: 

 Additions to the volume. 

 Artificial rise in price. 

 Low quality works. 

 Architectural planning documents are missing from the packages of the construction objects. 

 Planning organizations draw up low quality projects, which are being numerously altered during 

the construction.  

 Registries on construction processes are filled in incompletely and with numerous breaches of 

the determined order.  

 Use of construction materials that do not correspond to the applicable standards (certificates on 

the quality of the used construction materials are missing). 

 Documents on completion of the works are drawn up incompletely.  

 Technical and author's control is not carried out in due course, the commitments set by the 

agreement are not completely fulfilled.  

 

Control over the process of monuments restoration has revealed descriptive violations and 

shortfalls of the following nature: 

 The project estimate documents which are required for the entire restoration of the 

monuments are not being formulated, because of which the final amount of the cost of the 

restoration is not known.  
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 There are no clear standards for selection of the monuments to be restored. The selection is 

made without taking into account the opinion of the scientific councils and interested 

organizations.  

 Project statements are made without the document on technical state of the monument.  

 The project documents on monuments restoration are approved without undergoing appraisal 

by experts.  

 The restoration works have been carried out without permission for construction. 

 There are stone fragments at the territory of the monuments that have not been studied or 

measured and instead of which new hewn stones have been placed thus distorting their 

historical and aesthetic value.  

 The author’s and technical control of the monuments under restoration has been carried out 

incompletely, with a breach of the determined order.  

 The preservation and use conditions of the monuments and their protection zones are not 

maintained, as well as the monitoring of the monuments is not carried out, consequently the 

monument territories are being used by the population for other purposes.  

 

Control over the projects implemented with the support of the World bank in the field of water 

supply and water sewerage has also revealed the following descriptive violations and shortfalls:  

 The pipes are placed at a lower depth than the mark set in the project.  

 In some parts of water pipes the waterproofing of the pipes is either not maintaned at all, or is 

made with numerous violations of the regulatory requirements.  

 In some parts of the water pipes the asphalting works have been carried out with low quality 

and with numerous deviations from the project.  

 In some parts of the water pipes the results of the geological studies do not correspond to the 

real state of the soil.  

 In different parts of the water pipes the waterproofing of the pipes is not made in accordance 

with the determined regulatory requirements.  

 

The RA Urban Development Ministry’s “Price Formation Analytical Information Centre” state non-

commercial organization (SNCO) publishes every month a bulletin, based on which the estimates of 

the construction works are made in Armenia.  

Control has recorded the following violations and shortfalls: 

 Study on the market of the construction materials was made without following the regulatory 

documents and methodical instructions.  

 In many bulletins the prices were fixed arbitrary and without appropriate bases.  

 In some cases the product prices published in the bulletins were higher than those of the 

market.  

 Information provided by only one company often served as a basis for formulating the average 

prices of some products.  

 The price of certain products was formed in the bulletins based on the information provided by 

organizations that did not have any connection with the production of those products.  
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Mentioned violations and shortfalls are also conditioned with the fact that the RA Ministry of Urban 

Development, being the authorized body in the construction field, was at the same time 

coordinating the works of the “Price Formation Analytical Information Centre” SNCO, thus the 

information on formation of the average exchange prices of construction materials presented in the 

monthly published bulletins in some cases was not justified or realistic.  

 

During the control, based on the resolution of the RA Government, the state non-commercial 

organization was removed from the structure of the RA Ministry of Urban Development.  
        

 

4. Property tax, land tax, local duty and land resources 
 

In almost all communities that have been selectively checked in Vayots dzor, Tavush and Aragatsotn 

regions there are the following issues: 

 Calculations of the payments to be made to the community budget are not realistic: there are 

cases when the payments are not calculated at all, consequently are not being levied or are 

levied partly. 

 Some objects are completely left out of the tax database. 

 Lands and territories are being used without grounds, without leasing agreements, consequently 

no payment is made.  

 Neither governors nor community leaders exercise proper control over levying of payments.  

 

As regards property tax only, in selectively checked communities in the reporting year an amount of 

181,927,000 drams was not paid, in this way for instance: 

 in Ashtarak city – 75,653,400 drams, 

 in Dilijan city – 20,157,500 drams.  

 

Concerning land tax, in selectively checked communities in the reporting year an amount of 

114,657,100 drams was not paid, in this way for instance: 

 in Ashtarak city – 31,007,800 drams, 

 in Jermuk city – 7,109,100 drams.  

 

As regards local duties, in selectively checked communities an amount of 60,242,100 drams was not 

paid, in this way for instance: 

 in Ashtarak city – 12,811,000 drams, 

 in Jermuk city – 8,782,000 drams.  

 

Concerning payments for rented land, in selectively checked communities of Vayots dzor, Tavush 

and Aragatsotn regions a total amount of 140,126,700 drams was not paid, in this way for instance: 
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 in Vayots dzor region – 13,970,900 drams, including the amount of arrears and fines that 

were not paid to the village administration of Areni totaling 9,284,700 drams.  

 in Aragatsotn region – 86,007,300 drams, including the amount of arrears and fines totaling 

24,773,800 drams that were not paid to the Municipality of Ashtarak, and 37,461,500 drams 

– to the village administration of Aragats.  

 in Tavush region – 40,077,900 drams, including the amount of arrears and fines totaling 

10,728,500 drams that were not paid to the Municipality of Dilijan, and 7,604,300 drams – to 

the village administration of Bagratashen.  

 

Moreover, in the communities of Vayots dzor, Tavush and Aragatsotn regions for years the 

payments of property tax for unused vehicles owned by physical persons and registered in the tax 

databases were not made, different objects were left out of the taxation database.  

 

In violation of the requirement of the article 12 of the RA law “On Local Duties and Fees”, in many 

cases economic entities operating in the territory of the community were not levied the local duty 

for permission to operate.  

 

It should be mentioned that the considerable part of the unpaid amounts were recovered as a result 

of control, which means that the possibility of levying those amounts had also existed in the past. By 

the same time it became clear that neither governors nor community leaders had exercised proper 

control over levying of the amounts.  

 

Communal property is being alienated or given for rent at prices considerably lower than those of 

the market.  

 

Aragatsotn region’s Voskevaz, Ushi, Ohanavan and Aragats village administrations, Ashtarak 

Municipality had alienated lands which only one year later were sold by their buyers at prices higher 

by 4 to 29 times. As a result, the budgets of those communities were deprived of the opportunity to 

receive greater financial funds.  

 

Communal lands are very often used not for target.  

 

Jermuk Municipality allocated 6,400 square meters land of agricultural importance to “Vayk RBE” 

CJSC, which was actually used for breakstone mining.  

 

Without changing the target meaning of the land “Stone Age” Ltd. uses 11.33 hectare land plot of 

agricultural importance, which is located in the administrative territory of Aragatsotn region's 

Mastara community, for tuff stone mining.  
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5. Social field 
 

For the purpose of assessing the legality and efficiency of the payment process of pensions and 

benefits, selective checks in 14 regional departments out of 51 regional departments of the State 

Social Security Service revealed numerous violations. In particular: 

1. Payments made to already dead pensioners 

In 2008, 2009 and 2010 over a period of eight months the number of dead pensioners was 58,921. 

843 cases were selectively checked. 581 violations of different nature were revealed.  

 

Deponent payments were made to dead pensioners. 

In July 2009 a pensioner, who had died in August 2005, “applied and received” a deponent payment 

in the amount of 1 million 24 thousand and 404 drams.  

 

A monthly pension was regularly paid in the name of the pensioner after his death 

The pensioner died on 02.09.2005, however till the moment of the inspection “the pension kept on 

being paid”. The amount “paid” after death totals to 1.1 million drams.  

 

2. Concerning the payments made in the way of deponent 

In 2008, 2009 and 2010 over a period of eight months the number of pensioners receiving a 

deponent was 14,287.  

1656 cases were selectively checked.  

1157 violations of different nature were revealed.  

 

The deponent was paid for already covered period (a double payment was made). 

In October 2008 a pensioner was made a singe payment of 6 months’ pension. 3 months later after 

making the payment another payment was made for already covered period.  

 

After making a deponent payment it was presented in the databases as “unpaid”.  

In August 2009, the deponent payment of 1mln 85 thousand drams made to a pensioner was 

presented in the regional information database as “unpaid”.  

 

After deponent payment the case still remains in the list and is presented as a deponent.  

According to the operative procedure, after paying the deponent a pensioner’s case must be 

transferred to the pension’s regular payment regime. In this way for instance:  

 

In December 2009 a pensioner was made a deponent payment of 978,000 drams, after which the 

case still remained in the deponent list. Inspection visit to his apartment by Control Chamber’s 

employee revealed, that the pensioner had left for the USA for a permanent residence 15 years 

earlier.  

 

In different cases the cases of the pensioners are missing from the regional departments.  



7 

 

In Kanaker-Zeytun district cases of 19 pensioners were not found. In April 2008, a pensioner was 

“paid” deponent amount of 807,000 drams, however it was revealed that the pensioner had died in 

the beginning of 1990. The personal files of the pensioner are missing.  

 

Concerning calculation of the work record 

According to the reference provided by “Lianna” Ltd. a citizen worked in the company during 1973-

2008, however it was revealed that “Lianna” Ltd. received a state registration in 1995 (22 years of 

fake work record).  

 

1. About the “Honour payments to veterans” program  

The honour payment is assigned to the participants of the Great Patriotic War, to the participants of 

the Leningrad blockade and under-age detainees of concentration camps. The monthly amount is 

20,000 drams.  

In 2008, 2009 and 2010 over a period of eight months the number of veterans receiving an honour 

payment – 12,100 persons.  

85 cases were selectively checked.  

11 violations of different nature were revealed.  

 

An honour payment was assigned to people who were not war veterans. 

A person born in 1959 was considered as the participant of the Great Patriotic War, and since 

November 2007 till the moment of the inspection had been receiving an honour payment.  

 

An honour payment was made to already dead veterans. 

The veteran had died in February 2007, however an honour payment continued to be made till June 

2010. It was overpaid from the state budget by 800,000 drams.  

 

The honour payment continued to be made after receiving the citizenship of other countries. 

Since March 2008 the veteran had become the citizen of the RF, however at the time of the 

inspection was receiving an honour payment. An overpayment of 600,000 drams was made from 

the state budget.  

 

State Social Security Service did not check, compare and make correction of errors of the real data 

about pensioners based on the information available at relevant state bodies, as a result, 

prerequisites have been created for committing mentioned violations.  

 

By the Government’s resolution since January 2011 the pensions are paid by “Armpost” company. 

 

As a result of the cooperation between Control Chamber and “Armpost”, already in January 2011 

20,650 pensioners were not paid, which gave an opportunity to save 1 billion 365 million drams in 

favour of the state budget (based on the official reference of “Armpost” sent to Control Chamber).  
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In February 19,816 pensioners were not paid, which gave an opportunity to save 1 billion 601 

million drams in favour of the state budget. 

 

Moreover, control in regional administrations and communities has revealed families which 

received benefits based on fake documents, they mainly concealed or faked such important things 

as: 

 the real number and volume of the animals and lands, 

 the fact of having incomes, 

 the data about the number of family members, 

 not correct enforcement of the passwords, and others. 

Mentioned violations are mainly the result of wrong references given by the community leaders, 

wrong information presented by the beneficiaries, as well as misconduct by the employees of the 

Regional Agencies of the Social Service (RASS).  

The image is presented in more detail in the following table: 

 

 

6. Alienation of preschool institutions' buildings and land plots  

 

Violating the requirements of the RA laws “On preschool education” and “On assessment of real 

estate”, without having the right to alienate and without making assessment Aragatsotn region's 

Kuchak village administration alienated the community owned building of the kindergarten with 

1,360 square meters land at the cost of 587,700 drams. The village administration made an illegal 

transaction, and the property is subject to return to the community’s balance. Without making an 

 
 

N 

Region  
name 

Number of 
beneficiaries 

Number of 
checked 

cases 

Percentage 
of checked 

cases 

Number of 
violations 

Percentage of 
revealed 

violations over 
checked cases  

1 Armavir 5 311 315 6% 20 6,3% 

2 Ararat - - - - - 

3 Aragatsotn 5 476 951 17% 134 14% 

4 Gegharkunik - - - - - 

5 Lori 18 810 2 958 16% 252 4,5% 

6 Syunik - - - - - 

7 Shirak 6 032 1 266 21% 80 6,3% 

8 Kotayk 
/without 
Hrazdan 

RASS/ 

6 273 564 9% 60 11% 

9 Tavush 5 038 1 108 22% 96 8,6% 

10 Vayots dzor 1 934 773 40% 28 3,6% 

11 Yerevan city - - - - - 

 Total 48 874 7 935 16% 670 8,4% 
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assessment the community's dispensary, boiler house and warehouse with 1,150 square meters 

land were alienated at the cost of 411,600 drams.  

7. Provision and use of subsurface resources 
 

Selective inspections revealed that provision of the licenses for subsurface use, extension of time 

frames and conclusion of licensing agreements in some cases had been done in vilation of the RA 

legislation. The authorized body – the RA Ministry of Energy and Natural Resources – had carried 

out its control functions over the activity of subsurface use incompletely and inefficiently.  

 

1. Gold mines of Sotk and Meghradzor (“GeoProMining Gold” Ltd.) 
 

The licensing agreements on “Use of subsurface resources for the purpose of mining” from 

Gegharkunik region’s Sotk and Kotayk region’s Meghradzor gold mines were concluded violating 

the requirements of the code that regulates the field, laws and other legal acts. In particular:  

 

The investment projects and commitments stipulated by the licensing agreements were not 

fulfilled.  

 

“GeoProMining Gold” Ltd. did not pay in favour of the RA state budget the concession fee of 

24,160,000 drams for exploiting the territory provided to the company for the purpose of  

subsurface use.  

 

In Ararat gold extraction factory of “GeoProMining Gold” Ltd. the extraction of gold was about 22% 

lower than it was foreseen by the subsurface use project, as a result, in the period of 01.01.2008–

01.04.2010 in comparison with the figure foreseen by the project the gold extraction was less by 

about 458 kg.  

 

The company did not fulfill the requirement of the RA Government's resolution N 1678 dated 

09.11.2006, as a result, the information on mineral extraction presented to the “Authorized body” 

became unreliable.  

 

Ore depletion index instead of established 15% amounted to 36%, which is an inadmissible 

deviation, and according to article 3 of the RA law “On (Concession) providing of subsurface for 

purposes of mineral prospecting and mining” is considered a significant violation.  

 

2. It was revealed by the control over provision for use of those subsurface parts that were 

assigned to “G.Arshakyan”, “Hankaburg”, “Luliar”, “SS International”, “ASSAT”, “Rak 

Minerals and Metals Investments Armenia”, “Sipan-1” Ltds: 

 

The projects on implementation of geological prospecting and mining works were presented by 

the companies to the authorized body without in due form undergoing an examination and being 
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approved by experts, by which the requirement of article 10 of the RA law “On Concession” was 

violated.  

 

Only 1-2 months (in different cases even before the agreement was signed) after concluding 

licensing agreements and providing special prospecting licenses to companies, which had won in 

the auctions on providing the subsurface sections for geological and prospecting works, an 

extension of the assigned areas was made. Moreover, extended territories considerably exceeded 

those provided by auctions, and the payments made for extension were considerably lower than 

the starting auction prices.  

 

By licensing agreements the calculated concession fee amounted to 61,232,500 drams, out of 

which the amount of 24,283,900 (39.7%) drams had not been paid and is subject to payment in 

favour of the RA state budget by “G.Arshakyan”, “SS International”, “ASSAT” companies.  

 

3. The results of carried out observation on ground fresh, mineral, thermal water deposits 

revealed: 

 

According to the “Environmental fee rates” procedure established by the RA Government's 

resolution N 864 as of December 30, 1998, an environmental fee of 3,750 drams was established 

for each mined cubic meter of mineral water, whereas only 1.0 dram for the drinkable ground 

fresh water.  

 

With regard to mineral water, the annual fee for subsurface use was established in the size of a 

sum corresponding to 5,000 times the basic duty (5,000,000 drams), whereas for fresh water 

mining the amount being charged corresponds to only 10 times the basic duty (10,000 drams).  

 

According to the RA law “On environmental fee rates” the fee for the mined resources of ground 

fresh water is being calculated based on water volumes determined by meter (calculator) devices 

established by the RA Government, whereas no such procedure has been so far established by the 

RA Government.  

 

8. Science field  
 

 

The state has assigned state owned buildings and constructions of 290,445 square meters and land 

territories of 498.5 ha to the “National Academy of Sciences (NAS) of the RA” SNCO and to the 

institutes of the system.  

Building territories of 8,667 square meters and land territories of 0,44 ha have been given for rent.  

Building territories of 52,161 square meters (17%) and land territories of 60 ha (12%) are not being 

used.   
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The condition of the building territories of 8,989 square meters is poor and under the threat of 

collapse.  

 

The property has been given for rent at a considerably lower prices and is being used not for 

target 

The NAS of the RA has given the bookshop/gallery (423.6 square meters) located at Baghramyan 24 

address for a 63-year lease to “Heyfers Verjin Academia” Ltd. at an annual rent fee equivalent to 

3,000 USD, which has been later provided for sublease at an annual fee higher by nearly 9 times, 

equivalent to about 26,000 USD.  

 

410 square meters area of the administrative building and adjacent constructions at the Vanadzor 

Botanic garden has been given for rent to “Sekvoya” Ltd. to serve as a centre for nature protection 

and scientific events, but without relevant urban development permissions it has been transformed 

to a restaurant and hotel complex.  

 

“Akor” restaurant, which is located in the immediate neighbourhood of the Genocide Victims 

Memorial, illegally occupies adjacent territory of 400 square meters, where temporary public food 

pavilions are placed.  

 

The Byurakan observatory's buildings and constructions with the total area of 3,547 square meters 

are used by the RF Krasnogorsk's mechanical plant free of charge, whereas the minimum fee for the 

period of 2003-2010 would amount to around 30 million drams.  

 

Annual inventory has not been carried out in the system. As a result a shortage of 9 machine tools 

was recorded at Byurakan's observatory (BAS-23 press mold, KOS 750 peeling machine tool, three-

phase transformer, SO-7A compressor, 7B35 dunter, “Agulis” welder, ADD-303 welding machine, 

K4A cutting wheel, electric corrective tool, U155 drilling machine). 

 

The shortage of books in the library stock of the Literature Institute after M. Abeghyan amounts to 

4,799 books, or about 48% of the library stock.  

 

Under relevant resolutions of the RA Government, land territories assigned to the institute for 

scientific research purposes were alienated, were exchanged for lands not suitable for use, 

because of which a number of scientific research projects have failed.  

 

In 2006-2008 Armavir regional administration alienated 14 ha of the plantations created under the 

project of planting fast-growing poplars, instead of which the institute of Botany was provided with 

other fallow lands. Because the issue of nursery garden had not been solved, in 2008-2009 the 

association of American-Armenian engineers and scientists discontinued financing, and currently 

the investment project is at the edge of failure.  

In the scope of scientific research projects jointly financed by the National Academy of Sciences of 

the RF the land territory of 28.1 ha of the Nor Artamet scientific experimental base, which is 
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considered the only scientific centre in the Caucasian region, according to the RA Government’s 

resolution # 1815 as of 13.07.2006 was transferred to Nor Artamet village community, which was 

alienated by the decision of the Council of the Aldermen on 01.02.2007. Moreover, the alienation 

cost of 1 ha amounted to 800,000 drams in the case when in 2009 the RA Ministry of Defense 

acquired 14 ha land territory in Nor Artamet community by 6,714,000 drams per 1 hectare.  

 

The RA NAS and institutes of the system made inefficient, not for target and unsubstantiated 

expenditures.  

 

From the sums allocated in 2008-2010 for upgrading scientific equipment of the system's institutes 

and for subscription for scientific periodicals 28,123,200 drams were used not for target, i.e. for 

repair of the office rooms and roofs, for acquiring refrigerators, water heater, upholstered furniture 

and other property.  

 

The Institute of General and Inorganic Chemistry after G. Manvelyan sold the 49% molybdenum 

concentrate at a cost twice lower of the market price (1 kg – 3,216 drams), whereas the market 

price of 1 kg of the 45% molybdenum concentrate produced at Zangezur copper-molybdenum plant 

amounted to 7,278 drams. As a result, the profit that the Institute had received was less by about 9 

million drams. 

 

At the beginning of 2008 the free balance of the “Institute of Economy after M. Kotanyan of the RA 

NAS” SNCO amounted to 4,689,500 drams, with regard to basic financing during 2008-2009 without 

substantiation 36,935,800 drams were financed from the RA state budget in excess. As a result, 

under basic financing out of the sums received from the RA state budget 41,625,300 drams were in 

excess, from this amount 18,122,400 drams were in the way of bonuses paid to the employees, as 

of 01.01.2010 23,391,900 drams remained as balance, from which 15,000,000 drams are kept on a 

saving account at Armeconombank.  

 

In 2008-2009 “Galaktika” CJSC did not pay in favour of the RA state budget the dividend amount of 

19,472,400 drams. 

 

About fundamental researches and results of works based on those researches that have applied 

significance.  

 

In 2009 institutes of the system of the RA NAS presented 46 important research proposals of 

applied significance that resulted form fundamental researches, however nothing has so far been 

undertaken for their realization. In particular:  

 

The Molecular Biology Institute has created a preparation (Interferon inductor) intended for the 

fight against contagious diseases of agricultural animals. The real demand for the inductor in the RA 

makes up about 200 million doses, or in money terms – around 3.5 million USD, the production of 

which is also possible to organize at the base of the Institute. For murrain treatment and 
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prevention, in 2009 vaccines of a total cost of 670 million drams were imported to Armenia, of 

which 1 dose calculated for 1 swine head amounted to 3,850 drams, whereas the price of 1 dose of 

the inductor amounts to only 600 drams. In 2010 the Armenian-Russian Centre of Investment 

Cooperation presented business interest towards the proposal and expressed readiness to finance 

the process of organizing the production in the RF.  
 

9. Education field  

 

As a result of not correct planning and wrong calculations of the budgetary funds, in institutions of 

higher education in reporting year inspections have recorded cases of excess financing from the 

state budget, i.e. such amounts are paid from the state budget, which actually have not been 

foreseen. In particular: 

 

Under the projects of higher, secondary and post-graduate professional education, as well as for the 

premiums for the academic degrees of scientific workers it was over financed from the state budget 

by 25,746,700 drams, which during inspections were recovered in favour of the RA state budget, 

including: 

- Armenian State Engineering University – 15,503,200 drams, 

- Yerevan State Pedagogical University after Kh. Abovyan – 2,824,700 drams, 

- Yerevan State Conservatory after Komitas – 4,388,800 drams, 

- Armenian State Agrarian University – 3,030,000 drams. 

 

For the pupils of the state comprehensive educational institutions of the regional administrations of 

Vayots dzor, Tavush and Aragatsotn it was over financed by 1,772,700 drams, 4,646,600 drams and 

46,472,100 drams, respectively. The total amount subject to recovery in favour of the state budget 

is 52,891,400 drams.  

 

It was impossible to exercise a comprehensive control in the institutions of higher education, as 

because of the limitations in the control over the activity of SNCOs as stated in the RA law “On 

Control Chamber” the funds received from economic activity of the institutions of higher education 

are left out of the scope of control, which in several times exceed the funds received from the state 

budget.  

 

Moreover, compared to the funds received from economic activity, the funds allocated from the 

state budget are mainly directed to the institution’s maintenance expenses and from the point of 

view of control are not risky.  

 

It is necessary to discuss the appropriateness of making amendments to article 5 and part 2 of 

article 6 of the RA law “On Control Chamber” with regard to clarifying the control functions over 

formation and spending of financial resources of the SNCOs and to removing existing limitations.  
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The licensing and accreditation process of the institutions of higher education is being made in 

violation of legislative requirements.  

In particular: 

 

The state institutions of higher education have not undergone state accreditation in connection 

with their specialties.  

No state standard for post-graduate education has been developed, post-graduate educational 

programs were performed without license.  

 

The complete application of the procedure on licensing the implementation of the project on higher 

professional education approved by the RA Government's resolution # 808-N as of July 9, 2009 has 

not been ensured, as the RA Ministry of Education and Science did not approve the requirements 

set for the teaching staff, quantities of equipment, techniques, materials, property foreseen for 

laboratories, work rooms, sport rooms and according to the number of students requirements 

related to the quantities of imaginative, professional, library-informational and other literature.  

 

The organizations implementing projects of higher professional education violated requirements set 

for the teaching staff, according to which for 50% of the teaching staff given educational institution 

must be the main workplace, and 50% of the teaching staff must have academic degree and (or) 

title.  
 

10. About credit programs 
 

 

Program Management Unit of the “German-Armenian fund” with the financing of Germany's 

Reconstruction Loan Corporation has implemented the projects on “Support for Small and Medium 

Enterprises” (also with the co-financing of the RA Government), “Renewable Energy Development”, 

“Financing of Sustainable Housing”, as well as the project on “Availability of Financing for Small and 

Medium Enterprises” implemented with the financing of the World bank.  

 

The sums allocated within the framework of the projects implementation were 21.31 million USD
* 

(with the co-financing of the RA Government – 43.443 million USD), 7.97 USD*, 15.94 USD*, 50 

million USD*, respectively.  

 

The sums allocated to the Program Management Unit of the “German-Armenian fund” were 

distributed among partner financial organizations, i.e. commercial banks and credit organizations, 

which had been selected by the RA Central Bank.  

 

                                                 
*
 Euro/dollar exchange rate of 31 December, 2010 was taken as a basis for the calculation – 1 EUR = 1.328 USD 
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Credit funds of around 140 million USD were left out of the field of external state control, because 

the functions of the RA Control Chamber are restricted by the part 1 of article 4 of the RA law “On 

Banking Secret”.  

The RA Control Chamber faced similar problem while exercising control over credit funds of 176.946 

USD provided to the RA Government by the Russian Federation. As a result, mentioned credit funds 

are left out of the field of external state control. In the scope of the credit funds provided by the 

Government of the Russian Federation to the Government of the Republic of Armenia in 2009, the 

following projects were implemented: 

 The project on providing housing for homeless families of the disaster areas (“Glendale 

Hills” CJSC) – 143.055 million USD (52,954,871,000 drams).  

The project has not been controlled, as it is still in its process, and the Council of the Control 

Chamber has found it appropriate to carry out inspections after the project is finished.  

 The project proposed by “Tamara Fruit” CJSC on creating “organic” gardens – 0.830 USD 

(300,000,000 drams). 

By the RA Government’s resolution # 180-A as of 12.02.2009 the project proposed by “Tamara 

Fruit” CJSC on creating “organic gardens” (cultivation is made with only natural fertilizer, i.e. 

manure) has been approved. To implement the project with the help of “Tamara Fruit” CJSC on April 

2, 2009 the RA Ministry of Agriculture was allocated with a grant of 300,000,000 drams.  

Inspections have recorded the following violations: 

1. The project proposed by “Tamara Fruit” CJSC on creating “organic gardens” is not realistic in 

terms of the deadline and value.  

2. According to the analysis of the time periods for growth and vegetation of the plants it will be 

possible to reap the first harvest from the created around 20 ha of gardens only in 2010, and 

from the created around 60 ha will be possible to harvest only starting from 2017, instead of 

2013 foreseen by the project.  

3. Because the market prices of the products and materials necessary for the project 

implementation were estimated erroneously, their values were calculated at obviously high 

prices, an unrealistic project was made up, 77.5 million drams were allocated from the state 

budget in excess and are subject to recovery.  

4. The tender announced to select economies and works planned by the project were carried out 

with numerous violations and incompletely. 

5. Although relevant requirements had been set for the self-employed farmers and rural 

economies, 3 self-employed farmers that did not meet the requirements won the tender.  

6. It was planned by the project to create a nursery garden with an area of 3.0 ha, from which 

3,000 square meters – in the way of a greenhouse. In reality a nursery garden of around 4.0 ha 

was created, from which 240 square meters for the greenhouse farm.  

7. The RA Ministry of Agriculture, without taking into account the quantities foreseen by the 

project, transferred the whole 300.0 million drams allocated from the state budget to “Tamara 

Fruit” company, though there was no need for that.  

8. Though the money was available, the functions planned by the project were not completely 

implemented, the amount of 132.0 million drams that was not used within the project is subject 

to recovery in favour of the RA state budget.  
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9. The RA Ministries of Agriculture and Economy did not carry out control functions assigned to 

them. They did not dissolve the agreement and did not require returning the overpaid amounts.  

10. It was planned by the project to provide the farmers with seedlings to be planted in the nursery 

garden (220.0 drams were allocated for the growing of each), however the farmers were 

provided with 74,404 imported seedlings, at a price of 755.0 drams for each.  

 

 

11. Recommendations 
 

To the RA National Assembly 

 

1. On grounds of necessity to clarify the control functions over formation and spending of financial 

resources of the state non-commercial organizations, to remove existing limitations, as well as 

to increase the efficiency of the control, it is necessary to discuss the issue of making 

amendments to article 5 and part 2 of article 6 of the RA law “On Control Chamber”. 

2. Taking into account the peculiarities of developing, as well as fulfilling projects on monuments 

reinforcement, repair and reconstruction, it is suggested that an appropriate addendum is made 

to the RA law “On Licensing”: “Works of developing, as well as fulfilling projects on monuments 

reinforcement, repair and reconstruction” should be included in the list of those activity types 

that are subject to licensing.  

3. Second f) subpoint of article 7 of the RA law “On Local Duties and Fees” defines a type of duty, 

which instead of making fuel retail industry complete, based on the type of the fuel for vehicles, 

restricts levying of the local duty (defined by article 2 of the same law for implementing their 

authorities by the local self-administration bodies) in favour of the community budget from car 

gas filling stations that carry out similar activity, i.e. fuel retail.  

For the purpose of eliminating the imperfection of the law, to discuss the appropriateness of 

removing the word “liquefied” from the second f) subpoint of article 7 of the RA law “On Local 

Duties and Fees”. 

4. For the purpose of licensing the use of fresh waters and deposits for production (bottling), as 

well as increasing the rates of payable state duty and  nature use charges, to discuss the 

appropriateness of making amendments and addenda to the RA laws “On Licensing”, “On State 

Duty”, “On Environmental and Nature Use Charges ”. 

 

To the RA Government 

1. To discuss the issue of exercising external state control over the credit funds provided in the 

scope of external credits to the beneficiaries by the partner financial organizations engaged by 

the RA Central Bank.  

2. To develop a state program for prioritization, complex examination, reinforcement, repair, 

restoration, conservation and preservation of the immobile monuments of history and culture.   

3. Because the conditions for provision of land plots for use are not clearly regulated by the Land 

Code of the RA, for carrying out geological research works the areas of provided land plots and 
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time frames set by the concluded land lease agreements do not correspond with the land areas 

and time frames defined by the documents confirming the right to use subsurface resources.  

Proceeding from the interest to increase the efficiency of organizing geological research works, 

to clearly regulate the conditions of provision land plots for use, in terms of areas and time 

frames.  

4. To solve the issue of conflict of interests in the process of determining average exchange prices 

of construction materials and including them in the monthly published bulletins, to take the 

“Price Formation Analytical Information Centre” SNCO out of the structure of the RA Ministry of 

Urban Development.  

5. To properly organize the function of the “Price Formation Analytical Information Centre” SNCO 

in preparation and publication of the monthly bulletin on average exchange prices of 

construction materials, to develop a procedure and methodical instructions on implementation 

of market studies.  

6. Taking into account the facts of inefficient management of land resources by numerous 

communities, to increase the minimum threshold for the land rent fee.  

7. Taking into account the facts of acquisitions of cars of various models and prices by 

communities, to develop separate standards for assignment of official cars to communities.  

8. To increase the efficiency of scientific works and for efficient use of the state owned real estate, 

such as buildings, constructions, land territories, to discuss the issue of optimizing operations of 

those scientific organizations that carry out research works of the same kind, as well as to 

discuss the appropriateness of furthering the activity of different scientific institutions.  

9. Based on the necessity of calculating the territories of the non-state institutions of higher 

education in accordance with the RA legislation, to amend the RA Government's resolution 

#808-N as of July 9, 2009 with standards related to the territories of the non-state institutions of 

higher education by defining the minimal guidelines.  

10. Proceeding from the requirements of the RA law “On Education”, to define the standards for 

financing the educational institution based on calculations of state scholarships for one student. 

11.  To discuss the appropriateness of increasing the size of the environmental fee determined for 

mining of each cubic meter of fresh waters.  

12. To discuss the appropriateness of making the use of ground fresh water deposits for production 

(bottling) an activity subject to licensing, as well as the issue of increasing the rates of annually 

payable state duty. 

13.  Proceeding from the necessity to maintain records of the mined resources of ground fresh 

water, to develop a procedure on installation and exploitation of the meter (calculator) devices 

for recording resources of the ground fresh water mined by the water users paying the 

environmental fee.  

14. To undertake necessary measures for levying the amounts that were recorded in 40 progress 

reports of the Control Chamber as being subject to recovery.  

 

 

12.  International relations of the Control Chamber 
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A significant success has been achieved in the works carried out within the framework of the 

international relations. In particular: 

 On September 28-30, 2010 the 10th anniversary session of the Council of the Heads of the 

CIS Supreme Audit Institutions was held in Yerevan, during which the Control Chamber of 

Armenia was chosen as the presiding country of the Council. The participants of the 

conference were the Heads of the CIS Supreme Audit Institutions, the Chairman of the 

European Organization of the Supreme Audit Institutions, as well as the Chairmen of the 

Supreme Audit Institutions of Poland, Baltic countries and Georgia.  

 To ensure work efficiency of the GEORADAR special system provided by the German 

Technical Cooperation Organisation (GTZ), a special drilling device, which determines the 

quantitive and qualitative features of a road, has been provided to Control Chamber by GTZ, 

with the help of which a specific sample is taken from the asphalt with the purpose of 

carrying out further examinations in the laboratory. Moreover, for making the control over 

road construction more complete and independent it is planned to create own laboratory 

for the Control Chamber with the help of the German colleagues.  

 The conference held in Tsaghkadzor on April 23 launched the cooperation between the 

Netherlands Court of Audit and the RA Control Chamber. Technical assistance is foreseen: 

joint control, development of strategical documents, support of experts in the field of 

application of the modern informational technologies. Support project will continue till 

2013. In this scope:  

o the new website and the new system of electronic addresses have been 

developed for the Control Chamber. The new website is now also available in 

Russian and English.  

o The “Use and development of Informational Technologies” strategy has been 

developed for the Control Chamber.  

 On September 29 in Yerevan the RA Control Chamber and Accounts Chamber of the Russian 

Federation signed a cooperation agreement for the period of 2010-2012, according to which 

joint meetings and inspections are planned to be conducted in the spheres of mutual 

interest.  

 Cooperation agreements have also been signed with the Supreme Audit Institutions of Latvia 

and Kirgizia. In this scope exchange of experience, cooperation in the field of professional 

training and increase in qualifications of the employees, organization of joint seminars and 

work meetings are planned.  

 


