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

The activity of the Republic of Armenia Control Chamber (hereinafter Control Chamber) has been 
performed in accordance with the Republic of Armenia Constitution and the Republic of Armenia 
law “On Control Chamber”, as well as annual activity program of the Control Chamber for 2011 
(hereinafter Annual program). 
 

During the control implementation the Republic of Armenia Control Chamber was guided by the 
auditing principals of the International Organisation of Supreme Audit Institutions (INTOSAI). 
 

The control results were summarized in 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. Within 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 “confidential” information and one can get familiar with them at the RA 
National Assembly in accordance with the procedure determined by the law. 
 
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. 
 
The most detailed information on the results of the annual plan implementation can be found on 
the official website of the Control Chamber (www.coc.am).   
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2.  MAIN RESULTS OF THE CONTROL 
 

2.1. Construction field 
 

Various violations and shortfalls have been recorded during the control, from which the most 
noteworthy are: 

 additions to the volume 

 low quality works 

 artificial rise in price 

 low quality projects are drafted  by project companies  

 projects containing violations of the construction rules and standards are approved by the 
experts 

 certificates on the quality of the used construction materials are missing       

 project estimate documents are often not agreed with the community leader 

 common rules and norms defined in accordance with state standards for construction 
drawings are not fulfilled 

 committee statements approving operation of the completed construction are missing   

 technical and author's control is not implemented in due course. 
 
Following examples can be mentioned: 
 

 In 10 selectively audited educational entities of the RA Ministry of Urban Development a 
total violation of 52,197,580 drams was recorded as subject to recovery due to low quality in 
construction, repair and projecting works worth 707,850,920 drams.  

 

 In 16 selectively audited entities of the Social Investments Fund of Armenia a violation of 
32,932,400 drams was recorded as subject to recovery due to low quality in construction and 
repair works worth 510,200,050 drams. 

 

 In 20 selectively audited entities of the State Agency "Rural Areas Economic Development 
Programs Implementation Unit" a violation of 104,914,900 drams was recorded as subject to 
recovery due to low quality in construction works worth 971,069,500 drams. 

 
Numerous examples of similar violations are presented in the progress reports of the Control 
Chamber. 
 

2.2. Procurement process, ineffective use of budget funds 
 
Although some reforms are being implemented in the field of procurement, inspections of the 
Control Chamber still reveal procurement processes which are anti-competitive, inefficient, not 
transparent, not publicly held and with discriminatory grounds. 
 

 prices are determined through non-market methods and, as a result, state procurement prices 
practically "deviate" from market prices; 

 

 participants of the procurement process come to an anti-competitive agreement, competitions 
are conducted formally, as a result of which "real competitiveness" takes place not during the 
competition, but under the out-of-competition conditions; 
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 participants of the competitions are rather mediators than importers or exporters of the 
product, in other words an intermediary purchase takes place, which in turn leads to a rise in 
prices; 

 

 as a result of inaccurate data in construction projects, estimates are drafted with non-realistic 
prices; 

 

 requirements of the contracts are frequently violated because of which state needs are not met; 
 

 in procurement processes funds are used uneconomically, ineffectively and inefficiently. 
 
Numerous cases of violations in procurement process and inefficient use of budget resources are 
presented in the progress reports of the Control Chamber.  In particular: 

 Till now administrative territories purchased in 2008 and 2011 at a total cost of 14,680,000 
drams for "Chambarak" and "Amasia" territorial units of the State Committee of Real Estate 
Cadastre adjunct to the RA Government have not been used.   

These units carry out their activities in previously leased areas, paying an annual rent of 151,500 
drams. Moreover, routine repair works of 6,846,600 drams have been implemented in the leased 
buildings.  All transactions are considered completely inefficient.  
 

 Because asphalting works of the roads in Ararat region's Hovtashat community were of poor 
quality, after about six months the road decayed and became barely passable for traffic. The 
expenditure is considered inefficient.  

 

 In some cases in the State Scientific Committee of the RA Ministry of Science and Education 
scientific theme names, researches, as well as scientific publications coincide with the projects 
carried out through basic funding.  In other words, the same works were funded twice.  As a 
result, inefficient expenditure of 32,958,800 drams was made. 

 
Control Chamber will constantly keep focus on the issues of regulating and coordinating the 
procurement process.  

 
2.3. Property tax, land tax, local duty and land resources 
 
The following issues were present in almost all communities which had been selectively checked 
in Ararat, Gegharkunik and Kotayk regions: 

 in communities some objects are completely left out of the tax database; 

 neither governors nor community leaders exercise proper control over levying of payments; 
 
As regards property tax only, in selectively checked communities an amount of 330,676,700 drams 
was not paid in the reporting year: 

 in Hrazdan city - 85,551,000 drams; 

 in Sevan city - 41,440,500 drams. 
Concerning land tax, in selectively checked communities an amount of 318,212,900 drams was not 
paid in the reporting year: 

 in Hrazdan city - 77,769,400 drams; 

 in Masis city - 36,671,700 drams. 
 



4 

 

Concerning payments for rented land, in selectively checked communities a total amount of 
69,393,200 drams was not paid: 

 in Ararat region - 13,277,700 drams; 

 in Gegharkunik region - 26,821,100 drams; 

 in Kotayk region - 29,294,400 drams.   
 
Numerous companies do not present appropriate reports and are left out of the land and property 
taxation base.   
 
The amount of land tax along with the penalties total to 11,028,200 drams:  

 in Ararat region - 183,000 drams; 

 in Gegharkunik region - 5,153,600 drams; 

 in Kotayk region - 5,691,600 drams. 
 
The amount of property tax along with the penalties total to 35,582,000 drams: 

 in Ararat region - 779,700 drams; 

 in Gegharkunik region - 16,679,900 drams; 

 in Kotayk region - 18,122,400 drams. 
 
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 communities are not levied the local duty for permission to 
operate. As regards local duties, an amount of 29,253,800 drams was not paid: 

 in Masis city - 5,429,200 drams. 

 in Hrazdan city - 2,686,500 drams. 
 
A special issue in communities is garbage collection. In particular, 11,406,200 drams were not levied 
for garbage collection fees in Hrazdan community of Kotayk region.    
 
Considerable part of the unpaid amounts was 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 those 
amounts. 
 
Communal property is being alienated or given for rent at prices considerably lower than those of 
the market.  
 
Examples of similar and other types of numerous financial violations recorded as a result of 
control exercised in the communities of Ararat, Gegharkunik and Kotayk regions are presented in 
the progress reports of the Control Chamber.   
 

2.4. Social field  
 
In 18 out of 55 territorial entities providing social services selective audits revealed various 
violations related to the system of state benefits, from which the following are notable: 
 

 the fact of beneficiary family members being employed is concealed; 

 persons who have incomes receive beneficiary status; 

 the degree of neediness of a family is determined based on an inaccurate information about 
the number of the family members; 
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 family benefits are provided based on a fake information about the number of domestic 
animals.  

 
The following cases were also recorded: 
 

 wrong codes are applied in connection with unemployed pensioners who have working-age 
children or other persons living with them at the same address, they get qualified as "single 
with no offspring" and receive family benefits; 

 

 persons who are engaged in business and possess own vehicles were provided with family 
benefits. 

 
Selective audit revealed 581 violations of 149,576,200 drams, out of which the amount subject to 
recovery totalled to 70,785,800 drams.  
 

 child care benefits for newborns (up to 2 years old) are provided based on inaccurate 
information; 

 

 the work of social support councils has formal nature: amounts subject to recovery are 
cleared off without any grounds and emergency service is provided; 

 

 dead depositors or those who lost their right for compensation appear in the lists of 
compensation paid for the deposits in the USSR Savings bank. 

 
Various violations and shortfalls were also recorded in the field of pensions and benefits provided 
to disabled persons: 
 

 substantial discrepancy in the information on disabled persons among different information 
systems provide additional opportunity for violations. 

 

 based on an inaccurate information about state of health an actually non-disabled person 
receives the status of a disabled one and thus receive from the state a pension, allowance 
and appropriate benefits.  

 
Numerous examples of similar violations are presented in the progress reports of the Control 
Chamber. 
 
In the last two years based on the recommendations of the Control Chamber the process of 
pensions payment has considerably improved: registration has been made more accurate, a new 
optimal electronic system has been introduced and the overall process has become more 
transparent.  However, much remains to be done, therefore, Control Chamber will constantly 
keep its focus on the field.   
  

2.5. State property management 
 
As a result of the control exercised in different state bodies on use of state property, a number of 
violations, shortfalls and risks were revealed, from which the most descriptive and common are 
the following cases.  
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 state property is given for rent at prices considerably lower than those of the market, for 
instance: 

rent payments under forest land lease contracts, previously signed by the "ArmForest" SNCO, had 
not been reviewed in accordance with the procedure defined by the RA Government, as a result of 
which additional income of 203,305,800 drams was not received.  
 

 during state property privatization process (sale and purchase) no clear liabilities are formulated 
for the purchaser by a typical agreement on job creation and investments; 

 

 some privatized objects are actually used not for target; 
 

 there are numerous cases of real estate misuse in the organizations with state participation, 
buildings and territories actually do not operate; 

 

 the management of a number of companies with state participation is not effective, no 
dividends are paid, these companies constantly operate with losses; 

 

 because of unresolved disputes over administrative borders between territorial administration 
and self-government bodies, as well as between different land users, a number of land 
resources are completely left out of control: although they are being used, no funds are levied in 
favour of either the state or community budget.  

 
Violations and shortfalls are also recorded in the field of state registration of real estate: 
 

 As a result of discrepancies in the cadastral registration data, other type of operational 
activity is being performed in a number of special-purpose territories. 

 

 Double standards are applied during state registration of rights to property: if in one case 
state registration is favoured based on the presented documents, then in one other case, 
under the same conditions, registration of property is refused. 

 

 Because of artificial errors in the cadastral evaluation works, databases of the calculated 
property tax for buildings and constructions are not renewed in due course, as a result of 
which less funds are levied in favour of community budgets.  

 
Numerous examples of the above mentioned violations and shortfalls are presented in the 
progress reports of the Control Chamber. 
 

2.6. Agricultural field 
 
Numerous violations, shortfalls and risks were revealed in the course of selective audits. 
 
Preservation, improvement of agricultural land and rehabilitation of engineering structures 
 
The project was expected to improve outcome and reduce losses from land use. For this purpose, 
cleaning of riverbeds and coast reinforcement works were carried out.  
 
Selective audit revealed that coastal protection structures already had considerable amount of 
sediment and in some places were even completely destroyed.  
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The main reason is not only the poor-quality work, but also absence of appropriate measures for 
after construction operation and maintenance.  
 
Installation of anti-hail stations 
For the purpose of fighting against hail anti-hail stations were installed, the safety and effectiveness 
of operation of which has never been checked by any state authority.  
 
In the meantime, stations of other type initially planned by the project, the safety and effectiveness 
issues of which had been clarified by international standards and which were 16 times cheaper than 
those already installed, were not installed for unknown reasons.  
 
Forestry 
Forest preservation, protection, restoration and use works were carried out with significant 
deviations from the plans approved for forest management.  
 
As a result, 38,169 hectares of forest lands are used for non-forestry purposes, because they were 
included in administrative and cadastral maps of communities as non-forest lands. 
 
The actual volume of harvested wood, classifid by forestry enterprises and types of deforestation, 
exceeded the volumes defined by the forestry management plans.  
 
As a resulted of not fulfilling the established requirements in the nursery-gardens, 40% of the state 
investments into the field is not efficient.  
 
State inspection function carried out in the field 
Provision of import and export permits for plants, plant products, regulated objects, animals, food 
of animal origin, raw materials, forage and foodstuff was carried out with numerous violations of 
the requirements of the operating legislation. 
 
Out of 38,723 applications filed for receiving import and export permit only 5 denial cases were 
recorded. The process is of formal nature.  
 
Export permits are not substantiated by the number of implemented laboratory researches.  
 
The functions of inspectors at border control points are repeated, their presence at customs 
clearance and border control points are not justified by any means.  
 

2.7. Hazardous waste from production and consumption, provision and use of 
subsoil resources 
 
Various violations and shortfalls were revealed as a result of selective audits in these fields: 
 

 RA Ministry of Nature Protection did not exercise proper control over fulfilment of the rules 
defined for hazardous waste management, as well as over meeting requirements of the 
procedure on maintaining environmental administrative statistics and presenting 
appropriate reports.  

 

 79% of the companies generating hazardous waste did not draw up hazardous waste 
passports and did not present them to the RA Ministry of Nature Protection for approval.  
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 Organizations providing public services performed transportation and disposal of hazardous 
waste without appropriate licenses.   

 

 In the reports of processing enterprises waste is either presented as non-hazardous or, in 
general, contents of tailing dumps are not at all considered as waste.  As a result, no 
environmental fee is paid, and the RA Ministries of Nature Protection, Energy and Natural 
Resources and Emergency Situations do not undertake any measures to determine hazard 
class of the waste accumulated in the tailing dumps of those enterprises. 

 

 20 companies holding subsoil use licenses underpaid concession fee of 79,167,400 drams, 
which is subject to recovery in favour of the RA state budget.  All of which is the result of 
inaccurate control and coordination works carried out by the Subsoil Concession Agency of 
the RA Ministry of Energy and Natural Resources.  

 

 Effectiveness and comprehensiveness of the audits implemented by the State Subsoil 
Inspectorate is low.  

 

 Audits were carried out with violations of the established requirements, in particular: some 
important issues planned by the assigned tasks were not checked.  As a result, the issue of 
fulfilling contractual obligations by soil users and regularizing the legislation regulating the 
field has been partially left out of control.  

 

 Ministry failed to take significant measures for eliminating recorded violations and shortfalls, 
as well as bringing to responsibility for those violations, in particular: in some cases no 
decisions were made on termination of mineral rights.  

 

 In some cases Agency of Natural Resources carried out the state expert examination of 
subsoil use arbitrarily and with violations; some parts of the process were of formal nature.   

 

2.8. Science and education field  
 
Audits carried out in the State Committee of Science of the RA Ministry of Education and Science 
have also revealed various violations, shortfalls and risks: 

 Projects on implementation of fundamental scientific researches are being financed by 
evading the expert examination process.  

 

 Some scientific topics, which had negative expert conclusions, were included in the list of 
topics subject to financing and received the needed funding.  

 

 Obligations related to implementation of fundamental researches and expected results are 
not defined in the contracts.  

 

 After providing financing under Infrastructure Maintenance and Development project (basic 
project) the Committee does not require, receive or control the information (reports) about 
the works which project implementing companies carry out.  

 

 In violation of legislative requirements, the Committee provided basic funding to non-
governmental organizations. 
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 Expenditures in the applications filed by companies for receiving financing under basic 
project were not substantiated by calculations.  Applications are examined by the 
appropriate commission in a perfunctory way. The commission's activities are of rather 
formal nature. 

 

 Funds provided for scientific thematic projects are mainly spent for purposes having no 
connection with that theme.  

 
Examples of similar, as well as other types of financial violations of about 235,000,000 drams are 
presented in the progress reports of the Control Chamber. 
 
In the course of a joint control exercised with Accounts Chamber of RF in "Russian-Armenian 
(Slavonic)" University it was revealed:  

 In the university, educational activities are performed in accordance with the Russian state 
educational standards of higher professional education, ignoring national regional 
components of the Armenian side.  

 Armenian and Russian state licenses adjustment process for conducting academic activities 
by the university is not regulated.  

 Funds allocated from the RA state budget for grants and scholarshipin higher and 
postgraduate professional education are mainly used to pay utility costs.  

 University-owned territories are given for rent at prices considerably lower than those of the 
market.    

     

2.9. Public services regulation field 
 
Control over effectiveness of determining tariffs for public services revealed that so far the 
committee regulating RA public services has not taken sufficient measures to fully protect the 
interests of consumers.  
 

 No fines are defined in the rules of supplying and using natural gas for those suppliers who 
violate the requirements of those rules.  

 

 Service fees of technical support for population's in-house natural gas consumption system 
are subject to review, because many factors have changed, which can reduce those fees.  

 

 No universal postal service tariffs are being determined for "Haypost" CJSC, as a result postal 
service tariffs, which were approved yet in 2001 by the RA Minister of Transport and 
Communications, are still in operation today.  

 

 The list of tariffs for services provided by "ArmenTel" CJSC approved by the committee's 
decisions does not comply with the list of services subject to tariff regulation.  

 
Given current challenges of the RA economy, as well as taking into account the content of the 
violations and shortfalls recorded in the field of public services regulation, Control Chamber will 
keep its focus on the field in the future as well.  In this respect, the importance will be placed on 
the issue of optimizing the ratio between the quality, conditions of public services provided to 
consumers and the tariffs determined for those services.  
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2.10. Healthcare field 
 
Selective audits of state projects have also revealed a number of violations and shortfalls, details of 
which are presented in the progress report of the Control Chamber, in particular: 

 The Ministry has only partially accepted the performance report of the NGO "A healthy and 
harmonious family", although has made a full payment.  As a result, an overpayment of 
42,965,000 drams was made.   

 "National Program on Fight against Tuberculosis" NGO's national trainers carried out fewer 
training courses than was planned and with delays; as a result it also received more payment 
than was planned.     

 Some professional works, which were not performed, were paid for in the territorial 
expertise centres of State Hygiene and Anti-Epidemic Inspectorate.  

 Preparation of healthcare materials and publication in press was partially performed, 
however a full payment was made.    

 In 2008 "Healthcare" magazine editorial" CJSC presented its published scientific-methodical 
and popular articles as 2009 results for which received double payment.      

 
 

3. LEGAL RECOMMENDATIONS BASED ON CONTROL FINDINGS 
 
To the RA National Assembly 
 

 The list of organizations receiving financing under thematic programs in the science field and 
the size of the financing should be determined by the RA law on "State budget". 

 

 For the cases of placing waste in the tailing dumps of processing enterprises in order for the 
environmental fee rates to be clearly determined in accordance with the law, the terms 
defined in the RA laws "On the Rates of Environmental Payments" and "On Waste" should be 
matched and adjusted.  

 

 For the purpose of regulating the issue of levying local duty from gas-filling stations, to 
discuss the appropriateness of changing 11) subpoint of article 7 of the RA law “On Local 
Duties and Fees”. 

 

 As far as the activities of social support councils are inefficient and of formal nature, it is 
necessary to review at the RA legislation level the necessity of this institution's existence. 

 

 To discuss the issue of providing child care benefits (up to 2 years old) to all parents, 
regardless of their employment status.  

 
To the RA Government 
 

 In the field of state property management: 

 to discuss the issue of approximating the rent fees as much as possible to the market prices in 
the process of providing the state property for rent; 

 to discuss the issue of clarifying the obligations related to investments and creating job places in 
typical contracts on state property privatization; 

 to discuss the issue of future effective use of the buildings which are factually not used by the 
companies with state participation; 
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 the waste of tailing dumps under separate code should be included in the approved list of 
production and consumption waste formed in the territory of the RA under category of the 
waste of mineral origin;    

   

 In the field of community property management: 

 to undertake measures for the soonest possible approval of the schemes for zoning and use of 
the appropriate community lands.  

 

 In the social field: 

 to review and update the pension payment agreements concluded with commercial banks; 

 to centralize all informational networks of the social security system, ensuring mutual 
connectivity with each other through direct connection.   

 

 In the construction field:  

 in order to avoid corruption risks and inflated prices, to review interest rates applicable to the 
estimates of construction projects.  

 
 

4. INTERNATIONAL RELATIONS OF THE CONTROL CHAMBER 
 
In the recent years Control Chamber's rather vigorous activity in the field of international relations 
gives positive results. Quality level and geography of the relations are changing which significantly 
contributes to the international reputation of the Control Chamber and brings to increase in the 
effectiveness of control.   
 
 
Bilateral cooperation 
 
1. Cooperation with the Accounts Chamber of the Russian Federation, which has already become 

traditional, was quite active in the reporting year. The following measures were undertaken in 
the framework of the cooperation projects signed between the two institutions in 2010-2012: 

 

 A joint audit was carried out in Yerevan checking the legitimate and efficient use of the funds 
allocated to the "Russian-Armenian (Slavonic)" university. Audit findings were approved at a 
joint session of the two control institutions' councils in Moscow.   

 

 For the purpose of exercising joint state financial control over security of food products and 
regulation issues of foodstuffs import and export, working groups were created by the two 
institutions, which organized work meetings in Yerevan and Moscow.  It was agreed that in 2012 
joint audits will commence in Russian and Armenia. 

 

 Joint inspections are also planned for 2012 to audit the legitimate and effective use of the 
movable and immovable property, objects, land territories provided to the Russian military base 
located on the territory of the Republic of Armenia.  

 
2. The project of support provided to Control Chamber by the Netherlands Court of Audit also 

flows successfully. 
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 The official website of the Control Chamber has been created, which has been continuously 
translated into English and Russian.   

 

 Information technology strategic plan has been drafted, information technology 
infrastructures of the Control Chamber have been improved, in particular: a few dozens of 
computers and anti-virus software have been provided, a cooperate email system has been 
created.   

 

 The Dutch specialists organized in Yerevan special trainings on information-analytical 
software IDEA, which is internationally recognized in the field of auditing. The ultimate goal 
is to effectively introduce IDEA into the auditing works of the Control Chamber.  

 

 For the purpose of increasing effectiveness of control in the tax and customs field, 
educational and training courses were organized in the Netherlands.  

 

 The leaders of the two institutions have reached an agreement: in addition to technical 
support, to launch an active collaboration in implementing joint and parallel audits in 2012 
especially in the fields of environmental and tax and customs control.   

 
3. In Paris, the leaders of the Supreme Audit Institutions of France and Armenia signed an 

agreement of cooperation. The cooperation is planned in the directions of experience exchange, 
trainings, as well as implementation of joint audits. 

 

 French Court of Audit's experience in pre-investigative, investigative, prosecutorial and 
judicial activities is especially important for the Control Chamber in disclosing violations of 
criminal character.   

 
4. A cooperation agreement was also signed in Tbilisi.  
 
Supreme Audit Institutions of Armenia and Georgia, in addition to exchange of experience, as well 
as willingness to support each other in the international arena, agreed to conduct joint inspections 
in the fields of maintenance and restoration of historic and cultural monuments and improvement 
of the energy, transport and legal spheres. 
 
5. Preliminary arrangements have been made with the Supreme Audit Institutions of Spain, 

Germany, United Arab Emirates and China for organizing mutual visits and signing agreements.   
 
Multilateral cooperation 
 
1. At the session of the INTOSAI (International Organization of Supreme Audit Institutions) Working 

Group on Key National Indicators in Helsinki, Armenia became a full member of the Working 
Group. The Working Group was established in 2007; the main direction of its activities is to 
increase the level of control efficiency and struggle against corruption.  

 
2. Control Chamber is also a member of EUROSAI (European Organization of Supreme Audit 

Institutions) special Working Group "Audit of the actions directed to predict natural disasters 
and eliminate consequences", which also showed activity every now and then.  

 
3. Control Chamber, as a full member, also participated in the works of the 8th EUROSAI Congress 

held in Lisbon.  
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4.  Control Chamber also had participation in the works of EUROSAI and ARABOSAI conference 

held in Abu Dhabi, United Arab Emirates. Relations with the control institutions of Arab 
countries are also a priority for the Control Chamber.  

 
5.  Control Chamber representatives along with the colleagues from RA National Assembly and RA 

Ministry of Finance participated in a seminar-consultation on "Project budgeting" organized in 
Germany by the German Technical Cooperation Organisation (GTZ). 

 
6. At the 11th session of the Council of the Heads of the CIS Supreme Audit Institutions held in Kiev 

in 2011, Control Chamber passed the Presidency of the Council to its Ukrainian colleagues. 


