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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) in 
the reporting year 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 2012 (hereinafter Annual program). 
 
While compiling the annual report on the control results  the Chamber of Control was guided 
by the  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 2 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. 
 
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. Urban development field 

 
 

Various violations and shortfalls have been recorded during the control, which are 
common and repetitive at almost all objects. The following cases are the most 
noteworthy: 

 payment for unfinished works 
 low quality works 
 artificial rise in price 
 in terms of both form and content, construction projects are compiled and 

implemented in violation of the requirements of the determined norms   
 projects containing violations are given positive expert conclusion 
 project estimate documents are not approved in the manner defined by the 

procedure 
 instead of high quality materials and products planned during construction the low 

quality kinds of those are used in reality 
 certificates for "covered " works were compiled incompletely, with violations of the 

determined procedure, did not completely describe the technological stages for 
construction works implementation  

 certificates of the committee accepting exploitation of the finished construction are 
missing 

 in a number of poorly repaired canals slopes have longitudinal cracks, which need to 
be additionally researched and repaired in an urgent manner 

 technical and author's control is implemented incompletely or in some cases is not at 
all implemented in the accordance with the determined procedure 

 
Numerous examples of the recorded violations and oversights in the construction field are 
presented in the progress reports of the Chamber of Control. From those, as an example 
the following can be mentioned.  

 As a result of inspection of the reconstruction works worth 986,090,000 drams 
implemented in selectively audited 8 objects of the State Agency "Water Sector 
Projects Implementation Unit" a violation of 47,158,200 drams was recorded as 
subject to recovery due to low quality works.  

 Because of wrong projecting solutions in some parts of the Talin main canal (the part 
of DM 0+00 to DM 102+46) bends the water comes out of the canal and overflows 
the canal service area.  

 According to the performance certificates for construciton of 6 objects the Judicial 
Projects Implementation Unit paid contractors 3,523,744,700 drams, while the value 
of the mentioned works determined by the contracts approved by the RA 
Government's resolutions was 3,299,919,900 drams. In fact, without changing the 
contracts the contractors were paid more by 223,824,800 drams. 

 In 4 selectively audited objects of the RA Ministry of Education and Science a 
violation of 8,625,800 drams was discovered as subject to recovery due to low quality 
reconstruction works worth 134,045,300 drams.  
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Overall, the results of the studies conducted by the Chamber of Control in the construction 
sector in the last 5 years show that the main reason for the abovementioned violations is 
apparently  existence of high level risks in the development, testing, approval and change 
processes of urban development documentation. Therefore, in 2013 the Chamber of 
Commerce will be implementing complex control measures in this direction.   
 
In order to avoid corruption risks and inflated prices in the construction industry, in the 
reporting year too the Chamber of Control pursued reviewing of the interest rates applied 
in the construction project estimates. In particular:  
 
- Under instruction of the RA Prime Minister, the RA Urban Development Ministry and 

Yerevan State University of Architecture and Construction had jointly reviewed the 
interest rates, about impartiality of which the Chamber of Control expressed its 
disagreement.  

- With the direct initiative and participation of the Chamber of Control specialists new 
interest rates are being developed.  

 
2.2. Road construction field  
 
The results of the control exercised in this field have also revealed a number of omissions 
and violations, which are common and of systematic nature. The summarized picture of 
the issues recorded by the studies of road construction planning, implementation, control 
and quality management processes is alarming, in particular:  

 
 Without proper estimated unit values, approved  for certain works by the competent 

authority, quite often unsubstantiated, significantly higher values than the real ones 
for those works were applied in the estimates, which resulted in a significant increase 
in the values of the estimates. 

 Because the origin of the materials used in the project was not specified, the highest 
possible prices were applied in the estimates and works not covered by the 
construction norms and rules were planned, which resulted in a significant increase 
in the values of the estimates.  

 The works that are not covered by the regulatory acts of the Republic of Armenia 
were projected and implemented, as a result it was not possible to carry out quality 
control over those works. 

 The guarantee terms defined for the works were not substantiated by the projects, 
and project changes were done in violation of the requirements of the RA legislation.  

 During implementation of the works asphalt concrete mixes of a lower brand than 
those defined by the State Standard were used, as well as bitumen of an unknown 
origin and quality.  

 The works were carried out without necessary laboratory researches; there are also 
implemented laboratory researches, the results of which are not trustworthy, 
moreover during acceptance of the work all the necessary checks defined by the 
norms were not implemented.  
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 In preparation of the asphalt concrete mixture climatic zones and technical types of 
the roads were not taken into account and the same kind of bitumen was widely 
used.  

 Budget proposal estimates compiled for road maintenance are not trustworthy, in 
addition arbitrary changes in the levels of road maintenance resulted in increase of 
prices for the works.  

 The compliance of the projecting works with the determined standards was neither 
verified nor monitored.  

 
Moreover, a violation in the amount of 198,116,000 drams has been recorded by selective 
checks carried out in "Ijevan RBE" CJSC and "Ararat-Chanshin" CJSC, out of which: 

- "Ijevan RBE" CJSC - amount subject to recovery is 95,952,000 drams and low quality 
works - 8,360,000 drams.  

- Ararat-Chanshin" CJSC - amount subject to recovery is 80,900,000 drams and low 
quality works - 12,904,000 drams. 

 
Detailed information on violations and shortfalls recorded by the control exercised in the 
RA Ministry of Transport and Communications, as well as in the Ministry's "Transport 
Projects Implementation Unit" State Institution, is presented in the progress reports of the 
Chamber of Control.  
 
 
2.3. Procurement process, inefficient use of the budgetary funds 

  
 
 

 

The control is still uncovering procurement processes, which are anti-competitive, 
inefficient, non-transparent, nonpublic and are organized on a discriminatory basis. 
 
The analysis of the control results shows that the core of the issues connected with 
procurement process consists of two main negative concepts:  

- for the products, works and services that are obtained for the needs of the country, 
the state pays much larger amounts than their real cost is, i.e. the amounts that are 
planned to be spent are greater than they should be; 

- even by paying greater amounts for products, works and services than their real cost 
is, the state does not receive the result that was initially expected, i.e. the result is 
either not achieved at all, or it is of low quality or incomplete.  

 
Thereby, the problem is present in almost all stages of the planning, organizing, contract 
management and monitoring of the procurement process.  
 Especially risky is the procurement process carried out for the purpose of urban 

development and road construction, as well as for the implementation of consultation 
services.  

In the reporting year numerous violations and risks were also recorded by the selective 
checks carried out by the Chamber of Control in the procurement field, from which the 
following cases can be mentioned as an example:  
 Selective checks in the procurement process carried out by 8 boarding schools and 4 

nursing homes involved in the "Elderly Day Care Services" and "Childcare and Protection 
Boarding Institution" projects revealed numerous and various gross violations of the RA 
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law "On Procurements", in particular those participants were declared winners who did 
not even have the right to participate in the tenders.  

 "Judicial" PIU included payment systems while completing the technical characteristics of 
informational terminals, which were planned under procurement plan approved by the 
World bank, and obtained 80 payment-informational terminals of a total cost of 
369,867,100 drams. Judicial bodies, as well as the PIU, by the powers granted to them 
and in accordance with the regulation are not authorized and do not carry out payment 
transactions; those terminals, which are placed in the judicial system and are state-
owned, are used only as informational terminals. Inspections revealed that as a result of 
purchasing terminals equipped with payment systems for each obtained terminal 
needed for implementing judicial activities the "Judicial" PIU spent at least twice higher 
amount (including all taxes and payments) than the market price of informational 
terminals at the time of the inspection, i.e. an inefficient expenditure of 185,000,000 
drams was made.  

 For the purpose of obtaining "A feasibility study of organizing a global judicial network, 
assessment of needs for the software operating in the judicial system, expansion of 
Compulsory Enforcement project's functionality" project the "Judicial" PIU concluded an 
agreement of dram equivalent of 545 thousand euro with the  consortium of 
"Suprematech Solutions INC" American company and "Macys Information Systems" Ltd. 
The inspection revealed that this amount was completely transferred to "Suprematech 
Solutions INC" American company. Under the agreement "Macys Information Systems" 
Ltd. did not receive any payment, did not make any expenses, while in the bid presented 
by the consortium only the names of developers working for "Macys Information 
Systems" Ltd. had been presented.  
 

The situation in the procurement system, in general, is very disturbing. It is obvious that 
the problems are systemic in nature. 
 
 In this connection, the Ministry of Finance, as an authorized state body, has officially 

mentioned many times that in order to significantly reduce the risks in the procurement 
sector it is necessary to introduce an e-procurement system. 

By the way, the works to introduce e-procurement system have been carried out since 2004. 
Periodically, studies have been conducted in this relation, discussions, workshops have been 
continuously organized and international experts have been invited. Financial resources 
from the state budget and donor organizations have been engaged. In order to regulate the 
field laws, regulations and procedures are being continuously developed and amended. 
 
As a result, in 2011 the RA Ministry of Finance officially announced that e-procurement 
system had been formed, and the expected results had been obtained, and soon public 
procurement would be implemented in the best way. 
 
However, the study reveals that the system actually does not work, and in the process the 
number of issues even grows up. Moreover, the program keys (codes) simply do not exist. 
The project has failed. 
At the end of 2012 this fact was officially admitted by the Ministry of Finance, too. This 
means that the resources used did not give the expected result. 
 



6 

 

Currently, with the initiative of the RA Ministry of Finance a 2013-2015 project for the RA e-
procurement system reforms is being developed, which plans to fix the failed system and 
use the rest of possibilities. For this purpose, additional financial resources are expected to 
be engaged.   
 
The study of the abovementioned project shows that it is missing, perhaps, the most 
important component: the reasons for the failure of the program and mechanisms for 
managing risks of not repeating them in the later stages. 
 
The absence of these two important components significantly reduces the reliability of the 
reforms planned at this stage.  
 
Procurement system, in general, should be seriously studied, the causal reasons for the 
existent corruption risks should be understood, the ways for eliminating those should be 
found, the distorted functioning of the infrastructures operating in the system should be 
fixed, i.e. the system should be made viable and effective, and after that only it should be 
switched to an e-governance. 
 
 Especially the price formation mechanism is imperfect: the prices of purchased product, 

work or service significantly deviate from the current average market price. In order to 
ensure  the efficiency and realism of the price formation in the reporting year the 
Chamber of Control recommended to the RA Government to set state regulatory 
(controlling) prices, which in case of changes in the market situation may be periodically 
reviewed for and newly released. That being said, the entity carrying out state 
procurements should perform its procurements in the conditions of no higher than the 
upper threshold of the predetermined prices. 

In this regard, the Government has already taken steps. The Chamber of Control will follow 
up with this issue, moreover in 2013 a control will be exercised over the entire procurement 
process. 

 
 

 From a perspective of efficient use of the budgetary resources, the Chamber of Control 
has also made recommendations to the Government in relation to the internal audit 
system; in particular it is appropriate  at this stage to reduce the influence of the state 
agency manager in the internal auditor's appointment, dismissal and other important 
business relationships. In this direction, the Government has also agreed and implements 
relevant legislative changes. In general, from a perspective of ensuring the effectiveness 
of the procurement process, the Chamber finds it essentially important to properly form 
and develop an internal audit system. 

 
2.4. Economic relations, business environment, state control 
 
Essential issues and risks were recorded as a result of the control exercised in the scope of 
the RA Ministry of Economy, in particular:  
 "Support for SMEs" project was carried out with violations and irregularities. From 30 

entities which took advantage of the 2010 credit package only 8 operate, 2011 - from 17 
entities 8 operate, 2012 - from 130 entities that received credits 11 had already been 
either dissolved or suspended their activities. In a number of cases, the credits were used 
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not for target, and the financial support was provided based on unreliable statistics, the 
financial support funds did not sufficiently contribute to business expansion and increase 
in work places. 

 The issue of returnability of credit funds already granted is also risky, in particular 
through SME DNC from the RA Government's reserve fund 395,000,000 drams and 
164,000,000 drams were allocated to "Konser" Ltd. and "Vayk Group" CJSC respectively 
and because of improper performance of assumed obligations only 85,825,100 drams 
were recovered.  

 In the framework of equipping public places with toilets the 2 bio toilets that were 
purchased at the expense of the RA Ministry of Economy's extra-budgetary funds are still 
not in use, as a result of which the expenditure of 100,000,000 drams is considered 
inefficient. 

 The RA Ministry of Economy did not exercise proper quality control in the field of 
tourism over the objects of hotel economy.   

 "Pricing Analytical and Information Center" SNCO1 examined the market arbitrarily  
without following the determined order and methodological guidelines, and after 
approving the procedure for data collection with the purpose of defining determining 
prices of products the determining prices were also defined without following the 
determined procedures. The published bulletins did not at all include the information on 
costs for labor and services. The field of defining determining prices in relation to all 
products for state needs has also been completely left out. 

 
About Gyumri's industrial park 
 By # 23 Protocol of the RA Government's session of 12.06.2008 the resolution "On 

approving the concept of reconstructing the Republic of Armenia Shirak region's Gyumri 
city to an industrial city" was approved.  

 According to the procedure the following spheres will be included and developed in 
Gyumri industrial park: tourism, information technology, engineering (modern 
technologies of construction and reconstruction), fashion and textile industry, art, 
jeweler's art, workmanship. 

 By the item 2 of the measures approved by the Government's resolution # 1463 as of 
December 4, 2008 "On approving the list of measures ensuring implementation of the 
procedure on reconstruction of the Republic of Armenia Shirak region's Gyumri city to an 
industrial city" a development of a relevant business plan compliant with the 
international standards was planed. As a result, a foreign consultant has developed 
"Gyumri industrial park, strategic guideline and business plan" document (Business plan). 

 According to the business plan the main projects to be implemented in the framework of 
the business development strategy for Gyumri industrial park are: 
- Arts / crafts, micro-entrepreneurship, education, as a result of which the buildings of 

former post office and Pedagogical Institute in the Kumayri district should be 
restored as small offices of target importance for arts, crafts and micro-
entrepreneurship, as well as for vital activity of living/working. Besides, to consider 
the possibility of resuming educational activities. 

                                                
1 In this case the control covered the period when "Pricing Analytical and Informational Center" SNCO was 
operating under the supervision of the RA Ministry of Economy (04.11.2010 - 15.12.2011).   
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- Business Park, a logistics center, a free zone status, as a result of which the building 
of milling machines factory should be demolished or transformed to modern units 
used for production and distribution activities. 

- Technological park, as a result of which in the former territory of the Polytechnic 
Institute a master plan of an educational and integrated enterprise zone should be 
developed and implemented. To transfer the State Engineering University to this 
place.  To build incubator, technological units.  

 
 
 

 Overall, the ultimate goal of the program is the engagement of investments, the 
promotion of enterprise development, work places creation, and enrichment of the city 
and its residents. 

 In order to achieve the abovementioned objectives it is required to performed capital 
investments (construction works), the expenses for which according to the business plan 
will approximately amount to 49-53 million U.S. dollars. 

 Under Government's resolutions, in 2008-2012 the project on implementation of 
Gyumri's industrial park activities a number of measures were planned, as a result of 
which 2 laboratories were created, which perform training courses; 5 companies were 
created which operate with losses, have 10 hired employees and provide little revenue. 
As a result, in 2008-2012 430.6 mln drams were spent from the state budget instead of 
the planned 689 mln drams.  

It is noteworthy that it is still not clear how long it will eventually take to develop the 
Industrial park's project, i.e. there is no scheduled end of the project, there is no sequence of 
steps, expected results are not measurable, the scope of responsibility is not clear either. In 
terms of possible risks the program has not been evaluated, i.e. risk management is also 
unclear. Everything is more than uncertain. 
 

Some issues were recorded during the control exercised by the Supreme Audit Institutions of 
the RA and RF in relation to the issues of food import between the RA and RF, export 
regulation and insuring security, in particular: 
 The analysis of the Russian legislation applicable in the field of products import to the 

territory of the RF, as well as veterinary and phytosanitary control shows that obvious 
"omissions" in the legislative acts give opportunity to the officials of the 
"Rosselkhoznadzor" (Federal Service for Veterinary and Phytosanitary Surveillance) to 
make ambiguous decisions of either permitting or limiting import, export of products 
through the RF customs border. 

 The cooperation level between the State Food Security Service of the RA Ministry of 
Agriculture and the RF Federal Service for Veterinary and Phytosanitary Surveillance is 
not enough, as a result of which the process of reacting to the issues of mutual interest 
slows down or is not fully implemented.  

 According to the agreements concluded in the framework of CIS countries, the quality 
certificate issued by the exporting country should be recognized by the importing 
country. However, for the food security reasons food products imported from the RA to 
the RF undergo "double" expertise, while food products imported from the RF do not 
undergo laboratory examination by the  State Food Security Service of the RA Ministry of 
Agriculture. 

 Based on the control results the RF Government has decided to allow import of alcoholic 
beverages and tobacco to the RA through the Upper Lars border automobile check point. 
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Risks and issues were also recorded in the field of state protection of economic 
competition, in particular:  
 The process of imposing a fine on an economic entity for operation of unfair 

competition  in the amount of up to 1% of the previous year's revenue is risky, is not 
regulated, there is no approved methodology.  

 The process of imposing a fine on an economic entity for abusing the dominant position 
in the amount of starting from 5 mln drams up to 200 mln drams is risky, is not 
regulated, there is no approved methodology. 

 The process of imposing a fine on an economic entity for not declaring concentration in 
the amount of 4% of the revenue for the year preceding participation in concentration, 
but no more than 500 mln drams is also risky, the issue is not regulated, there is no 
approved methodology. 

 As a result, the amount of the fine imposed on companies for the same or similar offense 
is determined by different approaches; or in one case a company is fined, while in the 
other case is simply given a warning. 

 Fined companies had submitted documents about elimination of their violations, and the 
RA State Committee for the Protection of Economic Competition did not implement 
necessary and sufficient work to verify the reliability of those documents.  

 
2.5. Education field  
 
Inspections carried out in the scope of the RA Ministry of Education and Science and 
"Center for Education Projects" PIU also revealed violations, irregularities and risks, in 
particular:  
 
 With the purpose of increasing preparedness of school children and ensuring equal 

educational opportunities for them "Step by Step" Charitable Foundation made 
expenditures which did not have direct relation to the training process. Moreover, in the 
framework of credit projects the company received 3,814 drams for a unit/hour for one 
educator, while the price at the "National Education Institute" CJSC, experienced in 
educational trainings, was 500 drams.  

 In the framework of the project on further improvement of the quality of education 
through teacher training and professional development fixed assets worth 40,133,300 
drams were obtained from the credit funds for the private training companies, while it is 
not clear whether these companies would be included in the list of trainers next time.  

 In order to prepare for the process of school principals' training 69,947,900 drams were 
spent from the credit funds (a manual and a guide were developed, as well as 25 
professors were trained who were to be in charge of training principals in the future), 
however the principals have never been trained, as the process was suspended.  

 In the framework of introducing information-communication technologies in the 
educational process with the purpose of creating an open educational environment 
(platform) preparatory works were carried out, for which an international expert was 
paid around 7 mln drams, however later on the "platform" creation process has been 
terminated.  

 In the framework of introducing a stable system for financing higher education it was 
planned to provide students with special loans and for this purpose preparatory works of 
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34,009,800 were implemented (creation of loan provision mechanism), however later on 
the process of loan provision has been suspended.  

 In the framework of "General education" project out of 10 selectively checked high 
schools 6 do not have relevant license required by the RA legislation, and 9 schools as a 
result of showing the number of pupils more by 124 received 17,464,000 drams more 
from the state budget.  

42% (4,858,300 drams) of the 11,505,800 drams that were additionally received from the 
state budget but not yet spent during the control have already been recovered by the 
schools to the state budget, and the rest 6,647,500 drams have been reduced from the 
schools' budgets.  
 In the framework of "Computer and Internet Connection Services" project  in 2012 for 

the 4-month maintenance services for the schools newly connected to the Internet 
network of Armenia's schools 82,560,500 drams were allocated from the state budget to 
the SNCO "National Center for Educational Technologies", however the actual 
maintenance was provided for 1.5 month less than was paid for. That is to say, 
31,915,100 drams that were received by the  SNCO "National Center for Educational 
Technologies" in excess are subject to recovery in favour of the state budget.  

 Due to lack of proper inventorization of equipment and as a result of not revealing actual 
needs for that equipment, devices worth 20,040,000 drams that were obtained in 2011 
was simply not in use, as actually there was no need for those.  

 In some schools used equipment was installed instead of new one, Internet connection 
was of low quality, as a result of which the schools had to use alternative connection.  

 
Detailed information on the violations and irregularities recorded by the control in the 
field during the reporting year is presented in the progress reports of the Chamber of 
Control.  
 
2.6. Alienation of property and land resources and provision for lease, 
unauthorized structures and buildings in Yerevan city 
 
 Selective inspections of the transactions on alienation of the property belonging to 

Yerevan city revealed that after alienation of 3 buildings (Isahakyan street, Mashtots 
avenue, North avenue) at the time of inspection the investment liabilities stipulated by 
the contract have not been fulfilled by the buyers. In this respect the Municipality of the 
city has not undertaken any significant measures so far.  

The liabilities of purchasers are uncertain in the concluded alienation contracts, in particular 
the size of expected investments and the deadlines for those investments are not 
mentioned. As a result, the situation has become almost uncontrollable and unmanageable.  
 At the time of inspection rent arrears for Yerevan city-owned property had amounted to 

9,141,800 drams, out of which 7,207,900 drams were collected in favour of the 
community budget during the inspection.  

There were also recorded cases of inefficient management of land resources; in particular 
with the permission of the Municipality the expansion of the lands adjacent to the operating 
objects was performed at the cadastral value, while those land resources are considered 
separate property units and, in fact, may have been alienated by an auction. This means that 
the Municipality had not chosen the most effective way for land alienation, which at the 
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same time would have ensured competition and transparency, and the price would have 
been a "market price". 
It should be noted that during the control land sales were not performed at a prices lower 
than the cadastral value.  
The lands that are adjacent to operating objects and are intended for the maintenance of 
those objects are being artificially separated, which means the property is initially being 
alienated through bargains, and the surrounding area, as an expansion unit, is being 
alienated through direct sale at a cadastral value. As a result, the principles of efficiency, 
transparency and competition for land alienation are being ignored.  
It is also noteworthy that immediately after the transactions have been executed with the 
permission of the Municipality the obtained territory is being again divided into separate 
units, after which already the new owner for the purpose of expansion sells the territory at a 
market price as a separate property unit to other people.  
 In relation to land alienation by an auction  it should be noted that according to the 

requirements of the RA law "On Local Self-government", RA law "On Local Self-
government in Yerevan city", RA Land Code, the starting price and other conditions for a 
land sale by an auction are determined by the Council of the Aldermen of a community, 
however Yerevan's Council of the Aldermen, ignoring the abovementioned law 
requirements, had transferred this authority to the Mayor of Yerevan, and the Mayor, in 
turn, transferred it to the relevant committee operating in the Municipality.  

The Committee, as a form of bargain, preferred "closed" auctions. In fact the requirement of 
the article 25 of the RA law "On Legal Acts": "The transfer - by the Mayor of Yerevan, 
community councils of elders and community heads - of their law-making power to other 
bodies shall be prohibited" was ignored. In addition, the study results revealed that during 
determining starting prices for bargains no clear methodology for finding out the market 
prices was in place, i.e. it is not clear by which principle the starting price for a land piece is 
being determined.   
As a result, in 2010-2012 in some cases the starting prices of the lands presented for 
alienation by an auction were determined with an "obvious" deviations from the market 
prices.  
 A number of issues were also recorded in the process of providing lands for rent, in 

particular rent prices had been determined in an arbitrary way.  
Territories are again being unreasonably and artificially divided into primary and secondary 
parts, and in each case the rent price is determined by a different method.  
For instance: in the territory adjacent to the Liberty Square "Melody of Love" Ltd. uses a 
total territory of 1,250 square meters for cafe business, however with the Municipality's 
unfounded permission it was recorded that the factual territory occupied by the cafe 
amounted to 663.3 square meters, and the rest territory of 586.6 square meters was 
intended for  landscaping and beautification. As a result, the primary part was calculated by 
market methods, and the other part at a cadastral value.  
 With the purpose of obtaining unauthorized structures the developers who had not 

made their payments in the 30-day period were not presented within the determined 5-
day period by the Municipality with an offer to have those structures for rent; moreover 
those structures continue to be used by unauthorized developers. It should be noted, 
however, that in case such offer did happen and the developer refused it, the 
Municipality could have simply alienated those structures.  

From the selectively inspected transactions in 104 cases the Municipality had not used the 
powers granted to it by the legislation and had not alienated those territories by either an 
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auction or tender, as a result the community budget was deprived of significant financial 
inflows. The following can be mentioned as an example:  

- In case the 75 square meter structure built without permission in the 1529 square 
meter land territory of a housing importance located at the address Moldovakan 
51/23 was obtained by the unauthorized developer, 573 thousand drams would have 
been paid to the community budget, and 6,918 thousand drams for the land.  

- In case the 191 square meter structure built without permission in the 425 square 
meter land territory of a housing importance located at the address Andranik 20/2 
was obtained by the unauthorized developer, 1,491,048 drams would have been paid 
to the community budget, and 1,926 thousand drams for the land.  
 

Detailed information on the facts of inefficient management and use of the community-
owned property in Yerevan city is presented in the progress reports of the Chamber of 
Control.  
 
2.7. Environmental issues, technical safety 
 
In the reporting period the environmental control was exercised in the systems of garbage 
collection and sanitary cleaning with the participation of the experts from the Netherlands 
Court of Audit. Issues and violations of essential importance were discovered,  in 
particular:  
 In the framework of 2005 Nubarashen Landfill Gas Capture and Power Generation 

Armenian-Japanese Project2 Japanese Shimizu Corporation had planned to place a 
power generator which was to operate by methane gas exhausts generated in the 
landfill. 

From the Republic of Armenia perspective, the project's expected results would solve 
environmental issues related to garbage collection, as well as the economic benefit of the 
power generated from garbage.  
The Japanese Shimuzu Corporation's main interest was related to receiving an international 
certificate in case of successful implementation of the project. By the way, in the framework 
of the project the Japanese side was planning to invest 8 mln USD.  
However, during 2005-2008 the conclusion of the agreement was procrastinated. The 
Municipality of Yerevan, taking into account the opinion of the RA Ministry of Economy: "...it 
is not appropriate to implement the project in full scope, as Simizu corporation could get a 
monopoly position in gas capture and power generation at Nubarashen landfill", reduced the 
project and implemented without the power generation component.  The exploitation of gas 
capture and combustion system launched only at the end of 2009, and instead of the 
planned 8 mln US dollars 2,750,000 US dollars were invested (34% of the previously planned 
amount). 
However, it became clear during the control, that at the completion of the project the 
Japanese side was indeed planning to gratuitously transfer the whole system to the 
Municipality of Yerevan. This was also mentioned in the draft agreement. 
In other words, the authorized bodies did not ensure the full implementation of possible 
investments and their efficient use. Till now the issue of waste placement, processing and 
recycling at Nubarashen landfill has not been solved.  

                                                
2 The project was initially approved in 2005 by the RA and Japanese Governments, as well as by the "Clean Development 
Mechanism" International Executive Board of the Kyoto Protocol to the UN Framework Convention on Climate Change. 
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In the field of garbage collection and sanitary cleaning issues and obvious risks were also 
discovered in the work of the state, territorial government and local self-government 
bodies, in particular:  
 The implementation of legislative requirements regulating registration of waste, 

including solid household waste was not ensured. The landfill registration data does not 
reflect the real picture of existing landfills on the territory of the RA, as a result the actual 
number of landfills, as well as the land area occupied by them and the quantities of 
disposed garbage are uncertain. 

 According to the statistical data on average around 535.2 thousand tons of household 
garbage is annually generated and transferred on the territory of the RA, out of which 
57.0% falls to the share of Yerevan city. While in 2011 environmental fee was paid for 
placement of only 12.5 thousand tons (2.3%), and in 2012 as of October 1 - for 
placement of only 14.6 thousand tons (2.7%). In Yerevan city in the last three years 
environmental fees were not paid at all.  

 Garbage collection and sanitary cleaning services are provided in 46% of the RA rural 
communities, and 90% of the population in urban residential areas.  

 The requirement of the article 13 of the RA law "On garbage collection and sanitary 
cleaning" was not fulfilled: sanitary cleaning schemes were approved only in 295 
communities out of 915 (32%).  

 Requirements of the article 20 of the RA law "On waste" and the RA Government's 
Resolution # 121-N dated 30.01.2003 "On approving the procedure of licensing the 
activity on reprocessing, disinfection, storage, transportation, and disposal of hazardous 
waste in the Republic of Armenia" were violated: landfill users (operators) carried out 
their activities without licenses, the annual state duty for which is 200,000 drams. 

 In the most parts of Aragatsotn, Armavir, Ararat and Lori regions' communities garbage 
placement continues to be implemented illegally, near to residential areas and in the 
territories adjacent to roads.  

 Requirements of the articles 13 and 36 of the RA law "On nature protection control" 
were violated: local self-government bodies in coordination with the RA Ministry of 
Nature Protection did not exercise control over fulfillment of the norms of legislation on 
nature protection. 

 the State Environmental Inspectorate of the RA Ministry of Nature Protection did not 
exercise proper control over fulfillment of procedures on complying with the norms 
defined for waste use, conducting environmental administrative statistics and presenting 
reports. 

 
As a result of studies carried out in the field of technical safety certain violations and risks 
were also discovered in the RA Ministry of Emergency Situations, in particular:  
 Fire and Technical Safety Inspectorate discontinued a number of administrative 

proceedings without proper basis for discontinuance thus violating the requirements of  
article 247 of the RA Code "On the Administrative Offences".  

 55 double written orders were issued for not eliminating the violations recorded by 
written orders given based on Inspectorate checks without imposing any fines, because 
of which the state budget was deprived of additional fines of 8,250,000 drams.  

 The Appeal Committee of the RA Ministry of Emergency Situations without proper 
substantiation rescinded the fine imposed by the Fire and Technical Safety Inspectorate 
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upon "First Printing House of Yerevan" CJSC for not passing the technical safety 
examination for its elevator and was content with issuing just a warning.  

 In the reporting period, for violating the technical safety rules and norms from the fines 
of 48,500,000 drams imposed by the Inspectorate 26,241,400 drams were not 
transferred to the state budget and are subject to recovery.   

 Selective inspections discovered that a number of objects considered dangerous had not 
been registered in the registry of the dangerous production objects: 4 mines, 4 CNG 
fueling stations and 25 gas stations. By the time of inspections the Inspectorate had not 
undertaken any measures to correct the situation, had not imposed a fine stipulated by 
the law in the amount of 1 mln drams for each object.  

 
More detailed information on the abovementioned violations and irregularities is 
presented in the progress reports of the Chamber of Control.  
 
3. LEGAL RECOMMENDATIONS LEADING FROM THE CONTROL RESULTS 
 
To the National Assembly:  
 
 To make appropriate amendments to the RA law "On waste", clarifying the terms 

"disposal" and "storage". To develop and approve a Procedure on implementation of 
production and consumption waste disposal process.  

 With regard to regulating household garbage collection relationships, to bring into 
conformity the requirements of the RA law "On garbage collection and sanitary cleaning" 
and the provisions of the RA legislation on waste.  

 
To the RA Government: 
 
 With the purpose of increasing efficiency of the budgetary funds to determine "control" 

prices in the system.  
 In order to make the process of internal audit more independent and objective at this 

stage to reduce the influence of the state agency manager in the internal auditor's 
appointment, dismissal and other important business relationships. 

 With the purpose of exercising unified treasury control over the circulation of the 
budgetary funds to provide the RA Treasury with the authority to carry out initial control 
over the budgetary funds provided under international agreements.  

 In order to avoid corruption risks and inflated prices to revise the interest rates 
applicable in the construction projects estimates.  

 To approve estimate unit values for the works having significant specific weight in the 
road construction, such as soil transportation, asphalt milling, base construction by cold 
processing of asphalt concrete cover by road recycler (also with addition of viscous 
materials such as bitumen and cement), mechanical soil cultivation.  

 In order to increase efficiency of the road construction works to create an experimental 
laboratory determining qualitative features of bitumen.  

 To review the service personnel guidelines and current staff lists of nursing houses and 
boarding schools, as well to approve guidelines on the staff numbers for administrative 
personnel.  
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 To regulate the process of technical safety examinations and calculation of costs during 
man-made accidents, industrial casualties and other cases.  

 To ensure 24-hour water supply in Yerevan city's Shengavit and Erebuni administrative 
districts (the factual water supply now is less than for 12 hour).  

 
To the RA State Commission for Protection of Economic Competition 
 In order to reduce riskiness in the process of penalizing economic entities to develop and 

approve a methodology for calculating the amount of a fine.  
 To regulate the process of presenting, approving, evaluating and summarizing the 

documents verifying the fact of elimination of violations committed by economic 
entities.  

 
4. INTERNATIONAL RELATIONS OF THE CHAMBER OF CONTROL 
 
In the reporting year, the activity of the Chamber of Control in the field of international 
relations was also extensive and comprehensive. Cooperation projects were of exclusively 
practical character.  
 
The cooperation with the Accounts Chamber of the Russian Federation has deepened even 
more.  
 In 2012 in the course of the joint session taken place in Yerevan the cooperation project 

for 2010-2012 signed between the two countries was summarized, as well as the results 
of the joint state financial control over the issues of regulating the field of foodstuffs 
import and export were approved. 

 The leaders of the two Supreme Audit Institutions signed a cooperation program for 
2013-2015, under which a number of control measures are planned to be undertaken, as 
well as other joint works aimed at exchange of experience and information. 

 
The support provided to the RA Chamber of Control by the Netherlands Court of Audit was 
not only technical but also in the form of a joint audit and experience exchange.  
 With the support of the Netherlands Court of Audit the strengthening of the information 

technologies infrastructure, as well as continuous translation of the Control Chamber's 
website's materials into English and Russian was ensured, as well as the strategic project 
for the RA Control Chamber's information technologies was improved.  

 A joint control with the theme of "Garbage collection and sanitary cleaning" was 
implemented.  

 
In the reporting year the Chamber of Control signed cooperation agreements with the 
Supreme Audit Institutions of Bulgaria and China. Under new projects it is planned to carry 
out experience exchange, staff trainings, as well as joint and parallel control measures.  
 

 
 

 
 

 


